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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. Otiier 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. I , John J. 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 N o _ X _ 

B. Has the applicant merged or consolidated with any other company within the last five Years? 
Yes N o _ 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 N o _ X _ 

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

4. Has the applicant ever changed its name? 
Yes N o _ 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 N o _ X _ 

B. Does the applicant contemplate a change in management or any transaction that would normally result in a change of 
management within the reasonably foreseeable future? 
Yes N o _ X _ 

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

6. Is 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 goverrmiental subdivision or agency? 

Yes N o _ X _ 

If yes, provide the details in writing and attach to the Questionnaire 
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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158 
FEIN: 91-1673817 

8. A. Has the applicant's certificate of authority to do business in any state been suspended or revoked within the last ten 
years? 
Yes N o _ X _ 

B. Has its application for admission to any state been denied within the last ten years? 
Yes N o _ X _ 

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

9. 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 N o _ X _ 

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

10. Is applicant presently engaged in a dispute with any state of federal regulatory agency? 

Yes No_X 

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

11. Is applicant a plaintiff or defendant in any legal action other than one arising out of policy claims? 
Yes N o _ X _ 

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

12. Does the applicant purchase investment securities through any investment banking or brokerage house or firm from whom 
any of applicant's officers, directors, trustees, investment committee members or controlling stockholders receive a 
commission on such purchases? 

Yes N o _ X _ 

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

13. Is applicant a 

A. Bank, 
Yes N o _ X _ 

B. Bank holding company, subsidiary or affiliate 
Yes N o _ X _ 

C. Financial holding company 
Yes N o _ X _ 

D. Other financial institution 
Yes N o _ 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. 

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

A. Made a loan to an entify 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 N o _ X _ 
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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158 
FEIN: 91-1673817 

B. Sold or transferred any of its assets or property, real or personal, to any such entify or person? 
Yes N o _ X _ 

C. Had its outstanding capital stock directly or indirectly pledged for the debt of an affiliate? 
Yes No X 

D. Purchased securities, assets or properfy of any kind from an entify owned or controlled by one or more of applicant's 
officers, directors, trustees, or any persons, who have authority in the management of applicant's funds (including a 
controlling stockholder)? 
Yes N o _ X _ 

If the answer to any of the last four questions is affirmative, did any officer, director, trustee or any person who had authority 
in the management of applicant's fimds (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. 

15. Attach an organizational depiction (in the format of a flow chart) showing the various executive management and directors 
offices and related material functions that require internal control oversight of the applicant, with the name and official title 
of those responsible for those offices/fiinctions and the portions of the organization they oversee. Material functions should 
include, but are not limited, to underwriting, clairns 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 geographically located and the approximate 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 or third parties. 

D. As applicable, 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. 

16. Provide a detailed description of the applicant's sales techniques. The description should include: 

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

A. Information regarding recruitment and training of sales representatives. 

B. Identification as to whether the applicant will be a direct writer or will use agents, brokers or a combination thereof 

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

D. Sample copies of any 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 write the following fypes of insurance in 
Delaware: Properfy, Marine and Transportation, Casuaify, Full Vehicle, Liabilify, Burglary and Theft, Glass, 
Boiler and Machinery, Leakage and Fire Extinguisher Equipment, Malpractice, Elevator, Entertainment and 
Miscellaneous. As part of the re-domestication, Commonwealth Insurance 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. 

B. Speciaify line or lines currently sold and planned, 

None. 

C. Captive business. 

None. 

D. 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. 

E. The applicant's current and expected competition (both regionally and nationally) and 

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

F. How each state in 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 disabilify products 
tailored for use by credit unions, simply stating that it will transact credit life and disabilify is inadequate. 

Commonwealth Insurance Company of America has no current plans 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). 

Commonwealth 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. 
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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 applicant 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 representative given discretion as to the settlement or adjustment of claims whether in direct 
negotiation with the claimant or in supervision of the person negotiating, a compensation which is in any way contingent 
upon the amount of settlement of such claims? 
Yes _No_X 

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

A. Common facilities with another company or companies 
Yes_X_No 

B. Services (e.g. accounting personnel for financial statement preparation) 
Yes_X_No 

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

24. Does any salaried employee or officer, exclusive of a director, presently have in force a license as an insurance broker by the 
Delaware Department of Insurance? 

(Name of Application State) 
Yes N o _ X _ 

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

25. Does applicant have outstanding unexercised stock options? 
Yes N o _ X _ 

A. If so, 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 fimd or investment in securities? 
Yes ^No_X_ Not Applicable 

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. 

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

a) Copy(ies) of any third party management or service contracts 
b) Commission schedules 
c) Five-year sales and expense projections 
d) A statement from the insurer's actuary describing reserving procedures including the mortalify and expense risks which 

the insurer will bear under the contract 
e) Statement of the investment policy of the separate account 
f) Copy of the variable annuify 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 annuify laws and regulations of the state of domicile 
h) Copy(ies) of the variable annuify contract(s) and application(s) 
i) A description of any investment advisory services contemplated relating to Separate Accounts 
j) Board of Directors resolution authorizing the creation of the separate account 
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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158 
FEFN: 91-1673817 

28. If applicant is applying for authorify to write Variable Life Insurance, provide die following: N/A 

a) Copy(ies) of variable life policy(ies) the company intends to issue 
b) Name and experience of person(s) or fuTn(s) proposed to supply consulting, investments, administrative, custodial or 

i distribution services to the company 
j c) 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 Securify 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 
e) 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 mortalify and expense risks which 

the insurer will bear under the confract 
h) Standards of suitabilify or conduct regarding sales to policyholders 

J 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 

29. If applicant is applying for authorify 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 representations resembling any of the 
following: N/A 

A "Centers of influence" and "advisory board," 
I Yes No 

Ii ! 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 sold in any given geographical area; 
Yes No 

E. "Profits" will accrue or be derived from mortalify 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. 

30. Does the company pay, directly or indirectly, any commission to any officer, director, actuary, medical director or any other 
physician charged with the dufy of examining risks or applications? 

Yes No Not Applicable_X_ 

If yes, provide the details in writing and attach to the Questionnaire. 
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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158 

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 Questionnaire. 

32. Does the company's current state of domicile prescribe any practices of the company that are not in accordance with? 
a. Laws, regulations or bulletins of proposed state of domicile; 

Yes No X Not Appl icable 

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. 

c. NAIC guidelines 
Yes No X Not Applicable 

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

33. Will the company's investments comply with the investment laws, regulations or bulletins of die proposed state of domicile? 

Yes X No Not Applicable 

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

34. Does the company have any outstanding surplus notes? 
Yes No X Not Applicable 

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

I 
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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 depiction showing the various executive management and directors 
offices and material functions. 

Question 15 A, B, C; 

Commonwealth Insurance Company of America is a member of a group of compatiies that 
shares common facilities and services with RiverStbne Resources LLC £uid RiverStone Claims 
Management LLC- Attached are copies of all intercompany agreements: 

I . 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 controlling parent company, 
dated January 1, 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 betvveen 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 v^U be forthcoming. Underwriting, policy issuance and endorsements are all 
handled.in accordance with the terms outlined in the Service and CIost-Allocation Agreement as 
of January 1, 2013 by and between Comriionwealth 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 cancellations 
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 accordance 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 1,2013 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 following jurisdictions throughout the 
U.S. - New York, Ohio, Washington, Oregon, Rhode Island and Georgia. 

There is one claim fi-om Iberia Parish, in which litigation was filed in Louisiana. 

All Commonwealth Insurance Company of America policies expired by April or May of 2013 
and none of the policies were renewed. Likewise, ho new policies were written. It is unlikely 
that any new claims will be forthcoming. Commonwealth Insurance Company of America has 
no current plans to write new business as it is in nm-off. 

Question 22; 

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

A. Facilities 

Mailing and Adminiistrative 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 financial reporting and accounting functions are outlined in a Service 
and Cost-Allocation Agreement as of January 1, 2013 by and between Commonwealth Insurance 
Company of America and affiliated companies Northbridge Indemnity Insurance Corporation 
and Northbridge Financisd Corporation 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 swom, 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 Washington ("Company"). 

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

1. Fairfax Financial Holdings 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, Southeastem 
Asset Management, Inc. owns or controls 2,717,437, or 13.3%, of FFHL's subordinate 
voting shares. 

4. Mr. Watsa's residential address is 21 Douglas Drive, 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") ovras 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). 

enior V] 
Jon^iJ. Bator 
Senior vice President and Chief Financial Officer 

is22nJc Sworn to before me this .^day of July, 2014 

Brenda M. VanHirtum 
Notary Public 

\ BRENDA M. VanHIFTTUM . 
• n NOTARY PUBUC - NEW HAMPSHIRE ^ 

My CommlMlon Expires May 8.2019 



Commonwealth Insurance Company of America 

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

John J. Bator # 
Senior Vice President 
and Chief Financial 

Officer 

Nina Lynn Caroselli # 
Senior Vice President 
and Chief Operating 

Officer 

Richard J. Fabian # 
Senior Vice President, 

General Counsel, 
Secretary and Director 

of Litigation 

Frank DeMaria # 
Senior Vice President 

Worldwide 
Communtations 

James Kelly # 
Senior Vice 
President 
Human 

Resources 

Henry Edmiston 
Senior Vice President Regulatory 
Affairs (Fairfax (US), Inc. Office 

located in Texas 

John J . Bator Senior Vice President, Chief Financial Qfficer and Treasurer 

Sara Smith * # 
Assistant Treasurer and 
Assistant Vice President 

Robert Kant* # 
Vice President 

Treasury & Investment 
Management * denotes Management which has 

access to 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 material functions in the finance group comprised of the operation 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 Indenmity 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 (office location: Vancouver, BC) 
David Ross (office location: Vancouver, BC) 
Stewart Woo (office location: Vancouver, BC) 

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



SERVICE AND COST-ALLOCATION AGREEMENT 

This Sen/ice and Cost-Allocation Agreement (the "Agreemenf) 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 Washington (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 Canada ("NBFC), (NIIC 
and NBFC hereafter collectively referred to as "Northbridge" or "Service Co.) (each sometimes 
individually refened to as a "Party" and collectively as "Parties"). 

ARTICLE I RETAINER 

Company hereby retains the services of Service Co. to perform certain functions on behalf 
of Company's insurance business, subject to the tenns, conditions and restrictions hereinafter 
set forth. Service Co. hereby agrees to provide such sen/ices, subject to the terms, conditions 
and restrictions hereinafter set forth. 

ARTICLE 11 SERVICES TO BE PROVIDED 

Service Co. will provide the following services (collectively, the "Services") to Company: 

(a) Claims Pavment and Adjustment - Subject to procedures established by Company 
and communicated to Sen/ice Co., Service Co. will pay and adjust all claims arising 
under individual insurance policies Issued by Company. Company shall at all times 
have the ultimate and final authority In determining whether to pay or reject payment 
on claims. 

(b) Preparation of Financial Reoorts - Under the supervision of the Board of Directors 
and responsible officers of Company, Sen/ice Co. will prepare alt financial reports 
required by Company for regulatory, management and other purposes. 

(c) Underwriting - Subject to written undenArriting standards established by Company 
and communicated to Sen/ice Co., Sen/ice Co. wijl be responsible for providing all 
underwriting services to the Company. Company shall at all times have the ultimate 
and final authority in accepting or rejecting risks, to determine from whom they will 
accept reinsurance assumed and to whom they will cede reinsurance. 

(d) Administrative - Subject to the ultimate control and direction of Company's Board of 
Directors, Service Co. will provide all administrative, 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 III FACILITIES 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. Sen/ice 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 undenwrite insurance 
business. 

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

1. Shall have the ultimate rBsponsibility for all undenvriting decisions and retains 
the right to overrule or rescind any actions taken by Semce 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 perfonn 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 
advise Company and shall, in an orderiy fashion, cease to perform the requested sen/ices. 

D. The perfonnance of services by Sen/ice Co. for Company pursuant to this 
agreement shall in no way impair the absolute control of and responsibility for the business and 
operations of Sen/ice 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 shall 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 board, 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, 
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ARTICLE V COMPENSATION OF SERVICE CO. 

Company agrees to reimburse Service Co. for services and facilities provided pursuant to 
this Agreement. Charges for such services and facilities shall be the one hundred percent of all 
direct and directly allocable expenses, reasonably and equitably determined to be attributable to 
Company by Service Co., plus a martiup of five percent. 

Within thirty (30) days after the end of each calendar quarter. Service Co. will submit to 
Company a detailed vvritten statement of the charges due for sen/ices 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. 

Sen/ice Co. shall be responsible for maintaining full and accurate accounting records of all 
sen/ices rendered and facilities used pursuant to this Agreement and such additional 
infonnation as Company may reasonably request for purposes of their intemal bookkeeping and 
accounting operations. Sen/Ice 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 governmental agency having jurisdiction over Company, during all 
reasonable business hours. 

ARTICLE VI TERMINATION 

A. In the event that Service Co. fajls to perform under this Agreement to the 
satisfaction of Company, Company shall notify Sennce 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 often (10) days from 
and after such vmtten notice. Company shall have the absolute right at the termination of said 
ten (10) day period to cancel this Agreement. 

B. Unless, othenvise terminated under Paragraph A of this Article Vl, 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 written notice to the other Party. 

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

ARTICLE Vll ASSIGNMENT 

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

Signature Page Follows 
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m VNTTNESS WHEREOF, this Agreement has been duly executed and delivered by the duly 
authorized officers of the Parties as of the date first written above. 

Northbh'dge Firiari,eialCpFporation 

By: 
Name: 
Title: 

5y-_ 
Name: 
title: 

Northbridge Indemnity Insurance Corporation 

By: 
Name: 
Title: S^i/'p^Cf^L 

Name 
Title: 

Commonwealth Insurance Company of Arrierica 

By: 
Name: 
Title: ^^^ î? 

Name; 
Title: 



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. 

ID consideration of the mutual promised contained herein, the parties agree as follows: 

Investment Management 

1. We authorize HW to manage on a continuous basis an investment accovmt (the 
"Accotmt") on otir behalf on the terms and conditions set out in this Agreement 

2. HW shall manage the Account in accordance with the investment objectives from 
time to time commimicated 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 jguidelines attached hereto as 
SchedvJe A. The investment guidelines shall at all .times be in compliance with 
the investment statutes of Washington. 

3. Subject to Section 2 above, HW shall manage the Accotmt in our name and HW is 
hereby authorized to take such action for the Accoimt as HW, in your sole 
(iiscretion, may consider appropriate for the operation of the Accoimt 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, m 
securities selected by HW, all funds contained in, paid to or derived from the 
operation of, the Accoimt, except to the extent that HW otherwise instructed in 

j j writing by us. ! ' • • 
I i The services to be performed by HW shall be performed only by officers and 

employees who have appropriate qualifications. HW agrees to provide 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 names 
and a brief description of their responsibilities. HW agrees to promptly notify us 
of any changes in HW's staff involving individuals that perform material 
frmctions on our Account. 

4. 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 
Insuraiice) (the "Custodian") pursuant to an agreement v̂ diich we have entered 
into with the Custodian. We have instructed the Custodian to promptly follow 
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your directions at all times and to provide HW with all such infonnation 
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 imder this Agreement. 
Notwithstanding the foregoing, any losses suffered as a result of an error m 
implementing investment decisions caused by HW's negligence or dishonesty are 
to be ftilly reimbursed by HW. To the extent any errors occur in implementing 
investment decisions, HW shall immediately notify us in writing of all 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 infonnation 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 v^l 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 opportimities are allocated fairly among HW's discretionary 
investment accoimts and we confirm that these pohcies, 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. 
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I 
I \ 

General 

10. You shall be entitled to such fees for the services provided hereunder as FFH may 
specify from time to tune. 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 ui such schedule, which change shall reqidre the approval of 
the Washington Department of Insurance. Such fees shall be the exclusive fees 
and charges payable (excludmg 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 tiiird parties such 
disbursements directiy 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 reunburse 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 terminate 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 md shall be 
determined having regard to the market value of the Account based upon tiie most 
recent financial report which has been delivered to you by the Custodian. 

12. All notices and communications to each party to this Agreement shall be in 
writing and shall be deemed to have been sufificientiy given if signed by or oil 
behalf of the party giving the notice and either delivered personally or sent by 
prepaid registered mail addressed to such party at the address of such party 
indicated hereiii. 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 occtirrence 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 assigned by 
any party. 
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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 reuisurance companies. 

One arbitrator shall be chosen by the party mitiating the arbitration and designated 
in the letter requesting arbitratioa The other party shall respond, within thirty 
(30) days, advising of its arbitrator. The umpire shall thereafter 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 
foUovidng then 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 umphe, 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 
tennination 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 
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timpire and the arbitration shall be equally divided between the two parties. The 
arbitrators may allocate any and all of the costs and fees against the losing party 
upon a determination that the position of the losing party was, in v^ole or in part, 
groundless, specious or otherwise without merit or asserted primarily for the 
purposes of obfiiscation or delay. 

16. 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 into, and form part of, this 
Agreement. 

17. This Agreement, includmg the schedules attached hereto and made a part hereof, 
may only be amended by written ag?:eement 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 tiie Washington Department of Insurance, be void as 
of the date of such disapproval, 

(Signatory Page to Follow) 

I 

! . 
I 
ii I 
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IN WTTNESS WHEREOF, tiiis Agreement is hereby executed by duly autiiorized 
officers of the parties hereto as of the date first written above. 

COMMONWEALTH JNSURANCK COMPANY 
OF AMERICA 

BY: 
;D S I G N A T U ^ AlgHpillZEI 

NAjte OF AUTHORIZED SIGNATORY 

HAMBLIN WAi:^A INVE ÎfMENJLX^OUNSEL LTD. 

BY: 
AUtHORIZE<) SIGNATURE 

V. BP-iftiO BRftPgrfte^rT 
NAME OF AUTHORIZED SIGNATORY 

FAIRFAX FINANCIAL HOLDINGS LIMITED 

BY: . 
^ / A U T I I O R I Z ^ SIGNATURE 

•Bft.ftC L̂g.>q P. onftfi-TirO 
NAME OF AUTHORIZED SIGNATORY 
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HAMBLIN WATSA INVESTMENT COUNSEL LTD. and 
COMMONWEALTH INSURANCE COMPANY OF AMERICA 

SCHEDULE A 
REVISED WASHINGTON INVESTMENT CODE 

Chapter 4a. 13 RCW 
INVESTMENTS 

SECTIONS 
48.13.010 
48.13.020 
48.13.030 
48.13.040 
48.13.050 
48.13.060 
48.13.070 
48.13.080 
48.13.090 
48.13.100 
48.13.110 
48.13.120 
48.13.125 
48.13.130 
48.13.140 
48.13.160 
48.13.160 
48.13.170 
48.13.180 
48.13.190 
48.13.200 
48.13.210 
48.13.218 
48.13.220 
48.13.230 
48.13.240 
48.13.250 
48.13.260 
48.13.265 
48.13.270 
48.13.273 
48.13.275 
48.13.280 
48.13.285 
48.13.290 
48.13.340 
48.13.350 
48.13.360 
48.13.450 
48.13.455 

48.13.460 
48.13.465 
48.13.470 
48.13.475 

48.13.490 

Scope of chapter - Eligible investments. 
General qualifications. 
Limitation on securities of one entity or a depository institution. 
Public obligations. 
Corporate obligations. 
Terms defined. 
Securities of merged or reorganized institutions. 
Preferred or guaranteed stocks. 
Trustees' or receivers' obligations. 
Equipment trust certificates. 
Mortgages, deeds of trust, mortgage bonds, notes, contracts. 
Investnients limited by property value. 
Mortgage loans on one family dwellings - Limitation on amortization. 
"Encumbrance' defined. . . 
Appraiser of property - Insurance - Limit of loan. 
Auxiliary chattel mortgages. 
Real property owned - Home office building. 
Disposal of real property - Time limit. 
Foreign securities. 
Policy loans. , 
Savings and share accounts. 
Insurance stocks. 
Limitation on Insurer loans or investments. 
Common stocks - Investment - Acquisition - Engaging in certain businesses. 
Collateral loans. 
lyiiscellaneous Investments. 
Special consent Investments. 
Required investments for capital and reserves. 
Investments secured by real estate - Amount restricted. 
Prohibited investments. 
Acquisition of. medium and lower grade obligations - Definitions - Limitations - Rules. 
Obligations rated by the securities valuation office. 
Securities underwriting, agreements to withhoM or repurchase, prohibited. 
Derivative transactions - Restrictions — Definitions - Rules. 
Disposal of Ineligible property or securities. 
Authorization of investments. 
Record of investments.' 
Investments of foreign and alien insurerc. 
Safeguarding securities - Definitions. 
Safeguarding securities - Deposit in a clearing corporation or the federal reserve book-entry 
securities system - Certificates - Records. 
Safeguarding securities - Authorized methods of holding securities. 
Safeguarding securities - Requirement to receive a confirmation. 
Safeguarding securities - Broker executing a trade - Time limits. 
Safeguarding securities ~ Maintenance with a qualified custodian - Commissioner may order 
transfer - Challenge to order - Standing at hearing or for Judicial review. 
Safeguarding securities ~ Rules. 

NOTES: 
Valuation of investments: RCW 48.12.170 through 48.12.200. 



RCW 48.13.010 
Scope of chapter - Eligible investments. 
(1) Investments of domestic insurers shall be eligible to be held as assets only as prescribed In this chapter. 
(2) Any particular investment of a domestic insurer held by it on the effective date of this code and which was 
a legal investment Immediately prior thereto, shall be deemed a legal investment hereunder. 
(3) The eligibility of an Investment shall be determined as of the date of its making or acquisition. 
(4) Except as to RCW 48.13.360. this chapter applies only to domestic insurers. 
[1973 c 151 § 2; 1947 c 79 S .13.01; Rem. Supp. 1947 § 45.13.01.1 

RCW 48.13.020 
General queliflcations. 
(1) No security or other investment shall be eligible for purchase or acquisition under this chapter unless It Is 
interest bearing or interest accruing or dividend or income paying, is not then in default in any respect, and the 
insurer is entitled to receive for Its exclusive account and benefit, the Interest or Income eccruing thereon; except, 
(a) that an insurer may acquire real property as provided in RCW 48.13.160, and 
lb) that this section shall not prevent participation by an Insurer in a mortgage loan if the insurer, either 
individually or jointly with other lenders, holds a senior participation in such mortgage or deed of trust giving it 
substantially the rights of a first mortgagee as to its interest in that loan. 
(2) No security shall be eligible for purchase at a price above its market value except voting stock of a 
corporation being acquired as a subsidiary. 
(3) No provision of this chapter shall prohibit the acquisition by an insurer. of other or additional securities or 
property if received as a dividend or as a lawful distribution of assets, or If acquired pursuant to a lawful and 
bona fide agreement of bulk reinsurance or consolidation. Any Investments so acquired through bulk reinsurance or 
consolidation, which are not otherwise eligible under this chapter, shall be disposed of pursuant to RCW 
48.13.290 if personal property or securities, or pursuant to RCW 48.13.170 if real property. 
[1983 1st ex.s. c 32 § 2; 1982 c 218 § 2; 1967 ex.s. c 95 § 11; 1947 c 79 g .13.02; Rem. Supp. 1947 § 
46.13.02.1 
NOTES: 

SeverabHity - 1982 c 218: See note following RCW 48.12.020 

RCW 48.13.030 

Limitation on securities of one entity or a depository Institution. 
(1) Except as set forth in RCW 48.13.273, an insurer shall not, except with the consent of the commissioner, 
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 shell 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 securities pursuant to RCW 48.13.180(1), nor include policy loans made pursuant to RCW 48.13.190. 
(2) An insurer shall not, except with the consent of the commissioner, have et any time investments in the 
voting securities of a depository institution or any company which controls a depository institution aggregating an 
amount exceeding five percent of the Insurer's admitted assets. 
[2001 c 21 § 1; 1993 c 92 § 1; 1947 c 79 5 .13.03; Rem. Supp. 1947 § 45.13.03.1 
RCW 48.13.040 
Public obligations. 
An Insurer may invest any of its funds in bonds or other evidences of debt, not in default as to principal or 
interest, which are 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 therein or by any political subdivision thereof or by any 
civil division or public Instrumentalrty of one or more of the foregoing, if, by statutory or other legal requirements 
applicable thereto, such obligations are payable, as 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 appropriated or by law required to be provided for the 
purpose of such payment, but not Including any obligation payable solely out of special assessments on properties 
benefited by local Improvements unless adequate security is evidenced by the ratio of assessment to the value of 
the property or the obligetion is additionally secured by an adequate guaranty fund required by law. 
[1947 c 79 § .13.04; Rem. Supp. 1947 § 45.13.04.] 

RCW 48.13.050 
Corporate obligations. 
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 are issued, assumed, or guaranteed by any solvent institution 



created or existing under the laws of the United States or of any state, district or territory thereof, and are 
qualified under any of the foUowing: 
(1) Obligations which are secured by adequate collaterel security and bear fixed Interest if during each of any 
three, including the last two, of the five fiscal years next preceding the date of acquisition by the Insurer, the 
net earnings of the issuing, assuming or guaranteeing Institution available for its fixed charges, as defined In RCW 
48.13.060, have been not less than one and one-fourth times the total of its fixed charges for such year. In 
determining the adequacy of collateral security, not more than one-third of the total value of such required 
collateral shall consist of stock other than stock meeting the requirenients of RCW 48.13.080. 
(2) Rxed interest bearing obligations, other than those described in subdivision II) of this section, if the net 
earnings of the Issuing, assuming or guaranteeing Institution evellable for its fixed charges for a period of five 
fiscal years next preceding the date of acquisition by the insurer have averaged per yeer not less than one and 
one-half times its average annual fixed charges applicable to such period and if during the last year of such 
period such net earnings have 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 
guaranteeing institution available for its fixed charges for a period of five fiscal years next preceding the date of 
acquisition by the Insurer have averaged per year not less, than one and one-half times the sum of its average 
annual fixed charges and its average annual maximum contingent interest applicable to such period and If during 
each of the last two years of such period such net earnings have been not less than one and one-half times the 
sum of its fixed charges and maximum contingent Interest for such year. 
(1993 c 92 § 2; 1947 c 79 § .13.05; Rem. Supp. 1947 S 45.13.05.1 

RCW 48.13.060 
Terms defined. 
(1) Certain terms used ere. defined for the purposes of this chapter as follows: 
(a) "Obligation" includes bonds, debentures, notes or other evidences of indebtedness. 
(b) "Net earnings available for fixed charges" means net income after deducting operating and maintenance 
expenses, taxes other than federal and state income taxes, depreciation and depletion, but excluding extraordinary 
nonrecurring items of income or expense appearing in the regular financial statements of such institution. 
(c) "Fbced charges" includes interest 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 statemem 
year, computed in the same manner as "assets" in RCW 48.12,010. 
(e) "Aggregate amount" of medium grade and lower grade obligations means the aggregate stetutory statement 
value of those obligations thereof. 
(f) "Institution" means a corporation, a joint stock company, an association, a trust, a business partnership, e 
business joint venture, or similar entity. 
(2) If net earnings are determined in reliance upon consolidated eamings statements of parent and subsidiary 
institutions, such net earnings shall be determined after provision 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 preferred dividends of subsidiaries other than those payable by'such subsidiaries 
to the parent corporation or to any other of such subsidiaries, except that if the minority comrhon stock Interest 
in the subsidiary corporation is substantial, the fixed charges and preferred dividends may be apportioned In 
accordance with regulations prescribed by the commissioner. 
11993 c 92 § 3; 1947 c 79 § .13.06; Rem. Supp. 1947 § 45.13.06.1 

RCW 48.13.070 
Securities of merged or reorganized Institutions. 
In applying the earnings test set forth in RCW 48.13.060 to any such institution, whether or not in legal 
existence during the whole of such five years next preceding the date of investment by the insurer, which has at 
any time during the five-year period acquired 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 

j earnings of the predecessor or constituent institutions, or of the institution so reorganized, available for interest 
I and dividends for such portion of . the five-year period as may have preceded such acquisition, or such 
i reorganization, may be included in the earnings of such issuing, assuming or guaranteeing institution for such 
j portion of such period es may be determined in eccordance with adjusted .or pro forma consolidated earnings 
1 statements covering such portion of such period and giving effect to all stock or shares outstanding, and all fixed 

charges existing, immediately after such acquisition, or such reorganization. 
[1947 c 79 § .13.07; Rem. Supp. 1947 § 45.13.07.1 

RCW 48.13.080 
Preferred or guaranteed stocks. 
(1) An insurer may invest any of its funds, in an aggregate amount not exceeding ten percent of its assets, if a 
life insurer, or not 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 obligations and prior preferred stocks, if any, of 
such Institution at the date of acquisition by the insurer are eligible as investments under this chapter; and If 
qualified under either of the following: 
(a) Preferred stocks or shares shall be deemed qualified if both these requirements are met: 
(1) The net earnings of the Institution available for its fixed charges for a period of five fiscal years next 
preceding the date of acquisition by the insurer must have averaged per year not less than one and one-half 
times the sum of its average annual fixed charges, if any, its average annual maximum contingent Interest, if any, 
and its average annual preferred dividend requirements applicable to such period; and 
(ii) during each of the lest two years of such period such net earnings must have been not less than one and 
one-helf times the sum of its fixed charges, contingent interest and preferred dividend requirements for such year. 
The term 'preferred dividend requirements" shall be deemed to mean cumulative or noncumulatlve dividends 
whether paid or not. 
(b) Guaranteed stocks or shares shall be deemed qualified if the essuming or guaranteeing institution meets the 
requirements of subdivision (1) of RCW 48.13.060, construed so as to include as a fixed charge the amount of 
guaranteed dividends of such Issue or the rental covering the guarantee of such dividends. 
(2) An Insurer shall not Invest in or loan upon any preferred stock having voting rights, of any one institution, in 
excess of such proportion of the total Issued and outstanding preferred stock of such institution having voting 
rights, as would, when added to any common shares of such institution, directiy or indirectly held by it, exceed 
fifteen percent of all outstanding shares of such institution having voting rights, nor an amount in excess of the 
limit provided by RCW 48.13.030. This limitation 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 property incidental to 
the insurance business of the insurer. 
11947 c 79 5 .13.08; Rem. Supp. 1947 § 45.13.08.] 

RCW 48.13.090 
Trustees' or receh/ers' obligations. 
An insurer may invest any of its funds, in an aggregate amount not exceeding two percent of its assets, in 
certificates, notes, or other obligations Issued by trustees or receivers of institutions existing under the laws of 
the United States or of any state, district or territory thereof, which, or the assets of which, are being 
administered under the direction of any court having jurisdiction, .if such obligation is adequately secured as to 
principal and interest. 
[1947 c 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 aggregate amount not exceeding ten percent of its assets, in 
equipment trust obligations or certificates which are edequately secured, or in other adequately secured instruments 
evidencing en interest in transportation equipment wholly or In part within the United States and the right to 
receive determined portions of rental, purchase or other fixed obligatory payments for the use or purchase of such 
transportation' equipment. 

[1947 c 79 § .13.10; Rem. Supp. 1947 I 45.13.10.] 

RCW 48.13.110 

Mortgages, deeds of trust, mortgage bonds, notes, ccntracts.-
An insurer may Invest any of its funds in: 
(1) (a) Bonds or evidences of debt which are secured by first mortgages or deeds of trust on improved 
unencumbered real property located in the United States; 
(b) Chattel mortgages in connection therewith pursuant to RCW 48.13.150; 
(c| The equity of the seller of any such property In the contract for a deed, covering the entire balance due on 
a bona fide sale of such property, in amount not to exceed ten thousand dollars or the amount permissible under 
RCW 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 or trust deed guaranteed or insured by the Federal Housing 
Administration under the terms of an act of congress of the United States of June 27, 1934, entitled the 
"National Housing Act," as amended. 
(4) Bonds or notes secured by mortgage or trust deed guaranteed or insured as to principal in whole or in part 
by the Administrator of Veterans' Affairs pursuant to the provisions of Titie III of an act of congress of the 
United States of June 22, 1944, entitled the "Servicemen's Readjustment Act of 1944," as amended. 
(5) Evidences 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 a term of not less than fifteen years beyond the 



maturity of the loan as made or as extended, In improved real property, otherwise unencumbered, and if the 
mortgagee is entitied to be; subrogated to all the rights under the leasehold. 
16) 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 be subrogated to all 
the rights under the leasehold. 
{1975 1st ex.s. c 154 S 1; 1969 ex.s. c 241 ! 4; 1947 c 79 S ,13.11; Rem,-Supp. 1947 § 46.13.11.1 
NOTES: 
•Reviser's note: The reference to "section 7 of this 1969 amendatory act" is to section 7, chapter 241, Laws of 
1969 ex. sess., which amended RCW 48.13.160. 

RCW 48.13.120 
Investments limited by property value. 
(1) An Investment made pursuant to the provisions of RCW 4B.13.110 shall not exceed seventy-five percent of 
the fair value of the parti'cular 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 tenns of such 
loan provide for monthly payments of principal and interest sufficient to effect full repayment of the loan within 
the remaining useful life of the building as estimated In the appraisal for the loan, or thirty years and two 
months, whichever Is less, the principal so loaned or the entire note or bond issue so secured, plus the amount ' 
of the liens of any public bond, assessment, or tax assessed upon the property, may not exceed eighty percent 
of the market value of the real property, or of the real property together with the improvements which ere taken 
as security. This restriction, shall not apply to purchase money mortgages or like securities received by an Insurer 
upon the sale or exchange of real 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 
Federal Housing Administration or guaranteed by the Administrator of Veterans' Affairs may be deducted before 
application of the limitations contained in subsection (1) of this section. 
11993 c 92 § 7; 1969 ex.s. c 241 § 5; 1967 c 150 § 11; 1955 c 303 S 1; 1949 c 190 S 16; 1947 c 79 
§ .13.12; Rem. Supp. 1949 § 45.13.12.1 

RCW 48.13.126 
Mortgage loans on one family dwellings - Umhstion on amortization. 
Loans on one family dwellings secured by mortgages or deeds of trust or investments therein shall be amortized 
within not more than thirty years and two months by payments of installments thereon at regular Intervals not 
less frequent than every three months; except those guaranteed or Insured in whole or In part by the Federal 
Housing Administration, the Administrator of Veterans' Affairs or the Farmers Home Administration. 
[1969 ex.s. c 241 5 6; 1967 c 150 § 10.1 

RCW 48.13.130 
"Encumbrance" defined. 
(1) Real property shall not be deemed to be encumbered within the meaning of RCW 48.13.110 by reason of the 
existence of: 
(a) Instruments reserving mineral, oil, timber or similar rights, rights of way, sewer rights, or rights in walls; 
(b) Liens for taxes or assessments not delinquent, or liens not'delinquent for community recreational facilities, or 
for the maintenance of community facilities, or for service and maintenance' of ' water rights; 
(c) Building restrictions or other restrictive covenants; 
(d) Encroachments, if such encroachments are taken Into consideration in determining the fair value of the 
property; 
(e) A lease under which rents or profits are reserved to the''owner If In any event the security for the loan or 
Investment Is a first lien upori the real property; or 
(f) With respect to loans secured by mortgage, deed of trust, or other colleteral guaranteed or Insured in full or 
in part by the government of the United States, such encumbrances as are allowed as exceptions In title by the 
administrator or administration of the division of such government so guaranteeing or insuring. 
(2) If 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 property. The value of any mineral, oil, timber or similar right reserved shall not be included In the fair 
value of the property. 

[1955 c 303 § 2; 1947 c 79 § .13.13; Rem. Supp. 1947 § 45.13.13.] 

RCW 48.13.140 

Appraisal of property — Insurance - Limit of loan. 
(1) The fair value of property shall be determined by appraisal by a competent appraiser at the time of the 
Bcquisition of real property or of the making or acquiring of a mortgage loan or investing in a contract for the 
deed thereon; except, that as to bonds or notes secured by mortgage 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 Administretor 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 made by a competent appraiser for the purposes of 
this subsection. 
(2) Buildings and other improvements located on mortgaged premises shall be kept insured for the benefit of the 
mortgagee against loss or damage from fire in an amount not less than the unpeid belance of the obligation, or 
the insurable value of the property, whichever is the lesser. 
(3) An insurer shall not make or acquire e loan or loans upon the security of any one parcel of real property 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 c 303 § 3; 1947 c 79 i .13.14; Rem. Supp. 1947 § 45.13.14.) 

RCW 48.13.150 
Auxiliary chattel mortgages. 
(1) In connection with a mortgage loan on the security of real property designed and used primarily for residential 
purposes only, acquired pursuant to RCW 48.13.110, an insurer may loan or Invest an amount not exceeding 
twenty percent of the amount loaned on or invested in such real property mortgage, on the security of a chattel 
mortgage for a term of not more than five years representing a first and prior lien, except for taxes not then 
delinquent, on personal property constituting durable equipment owned by the mortgegor and kept and used in the 
mortgaged premises. 
(2) The term "durable equipment" shall Include only mechanical refrigerators, mechanical laundering machines, 
heating and cooking stoves and ranges, mechanical kitchen aids, vacuum cleaners, and fire extinguishing devices; 
and in addition in the case of apartment houses and hotels, room furniture and furnishings. 
(3) Prior to acquisition of a chattel mortgage, items of property to be included shall be separately eppralsed by a 
competent appraiser and the fair market value thereof determined. No such chattel mortgage loen shall exceed in 
amount the same ratio of loan to the value of the property as is applicable to the companion loan on the real 
property. 

(1947 c 79 § .13.15; Rem. Supp. 1947 S 45.13.15.1 

RCW 48.13.160 

Real property owned - Home office buikiing. 
(1) An Insurer may own and invest or have Invested in Its home office and branch office buildings any of its 
funds In aggregate amount not to exceed ten percent of its assets 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 investment, below fifty thousend dollars unless spproved by the commissioner. 
(2) An Insurer may own real property acquired in satisfaction or on account of loans, mortgages, lions, 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 amount not exceeding three percent of its assets In the 
following real property, and In the repair, alteration, furnishing, or improvement thereof: 
(a) Real property requisite for its accommodation In the convenient trensaction of its business if approved by the 
commissioner. 
(b) Real property acquired by gift or devise. 
(c) Real property acquired in exchange for real property owned by It. 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 be so exchanged, 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 paragraph (a) of subsection (2) of this section. 
(e) Upon approval of the commissioner, in real property and equipment incidem to real property, requisite or 
desirable for the protection or enhancement of the value of other real property owned by the Insurer. 
(4) A domestic life insurer with assets of at least twenty-five million dollars and at least ton million dollars in 
capital and surplus, and a domestic property and casualty insurer with assets of at least seventy-five million 
dollars and et least thirty million dollars In capital and surplus, or, if a mutual or reciprocal property or casualty 
insurer, at least thirty million dollars in surplus, may, in addition to the real property included in subsections (1), 
(2) and (3) of this section, own such real property other than property to be used for ranch, mining, recreational, 
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 existing program therefor, 
subject to the following limitations and conditions: 
(a) The cost of each parcel 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), together with the admitted value of all common stock, then held by it, shall not 
exceed twenty percent of its admitted assets or fifty percent of its surplus over the minimum required surplus, 
whichever is greater, as of the thirty-first day of December next preceding; and 



(b) The cost of each parcel of real property so ecquired, including the estimated cost to the insurer of the 
Improvement or development thereof, shall not exceed as of the thirty-first day of December next preceding, four 
percent of its admitted assets. 
(c) Indirect or proportionate interests in reel estate held by a domestic 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 (4). 
11981 c 339 5 6; 1973 c 161 5 3; 1969 ex.s. c 241 i 7; 1967 ex.s. c 95 § 13; 1949 c 190 § 17; 1947 
c 79 § .13.16; Rem, Supp. 1949 S 45J3J6 .1 

RCW 48.13.170 
Disposal of real property - Time limit. 
(1) Real property acquired by en Insurer pursuant to paragraph (a) of subsection (3) of RCW .48.13.160 shall be 
disposed of within five yeers after It has ceased being necessary for the use of the Insurer in the transaction of 
its business. Real property acquired by an insurer pursuant to loans, mortgages, liens, judgments, or other debts, 
or pursuant to paragraphs (b), (c), (d), and (e) of subsection (3) of RCW 48.13.160 shall be disposed of within 
five years after date of acquisition. The time for any such disposal may be extended by the commissioner for a 
definite edditional period or. periods upon application and proof that forced sale 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 commissioner's consent beyond the time permitted for 
its disposal shall not be carried or allowed as an asset. 
(1967 ex.s. c 95 § 14; 1947 c 79 i .13.17; Rem. Supp. 1947 S 45.13.17.1 

RCW 48.13.180 
Foreign securities. 
(1) An insurer euthorized to transact Insurance In a foreign country may invest any of its funds. In aggregate 
amount not exceeding its deposit and reserve obligetions incurred in such country, in-securities of or in such 
country possessing characteristics and of e quality similar to those required pursuant 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 Canada or of Canadian provinces or municipalities, and in obligations 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 corporete securities as prescribed In this chapter. 
[1947 c 79 S .13.18; Rem. Supp. 1947 § 45.13.18.1 

RCW 48.13.190 
Policy loans. 
A life Insurer may loan to its policyholder upon the pledge of the policy as collateral security, eny sum not 
exceeding the legal reserve maintained on the policy. 
(1947 c 79 i .13.19; Rem. Supp. 1947 § 45.13.19.1 

RCW 48.13.200 
Savings and share accounts. 
An Insurer may invest or deposit any of Its funds in share or sevings accounts of savings and loan associations, 
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 Insurance Corporation. 
(1947 c 79 § .13.20; Rem. Supp. 1947 S 45.13.20.1 

RCW 48.13.210 
Insurance stocks. 
(1) An insurer other than a life insurer may invest a portion of its surplus funds in an aggregate amount not 
exceeding fifty percent of its surplus over its capital stock and other liabilities, or thirty-five percent of its capital 
funds, whichever is greater, in the stocks of other insurers organized and existing under the laws of states of the 
United States. Indirect or proportionate Interests in Insurance stocks-held by an Insurer through any intermediate 
subsidiary or subsidiaries shall be included In applying the llmitetions provided In subsections (1), (2), end (3) of 
this section. 
(2) A life insurer may invest in such insurance stocks in en aggregate amount not exceeding the smaller of the 
following amounts: Five percent of its assets; or twenty-five percent of its surplus over its capital stock and 
other liabilities, or of surplus over its required minimum surplus If a mutual life insurer. 
(3) An Insurer shall not purchase or hold as an Investment more than five percent of the voting stock of any 
one other insurer, and subject further to the investment limits of RCW 48.13.030. This limitation shall not apply 



if such other insurer is the subsidiary of, and substantially all its shares having voting powers are owned by, the 
insurer. 
(4) No such insurance stock shall be eligible as an investment unless it meets the 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 commissioner or to shares received as 
stock dividends upon shares already owned. 

(1979 ex.s. c 199 § 3; 1979 ex.s. c 130 § 4; 1947 c 79 5 .13.21; Rem. Supp. 1947 5 45.13.21.1 

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 subsidiaries in an aggregate amount 
exceeding the lesser of the following sums: Ten percent of its assets, or f i f ty percent of its surplus as regards 
policyholders. In calculetlng the amount of Investments under this section, investments in domestic or foreign 
subsidiary insurers, health care service contractors, and health maintenance organizations are excluded. 
(2) For the purposes of this section, "subsidiary" has the same meaning as in RCW 48.31 B.005. 
[2001 c 90 § 1.1 
RCW 48.13.220 
Common stocks - Investment — Acquisition - Engaging in certain businesses. 
(1) After satisfying the requirements of RCW 48.13.260, an insurer may invest any of its funds In common 
shares of stock in solvent United States corporstions that qualify as a sound investment; except, that as to life 
Insurers 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 aggregate investment limitation of RCW 48.13.030. 
(3) The limitations 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 organized to engage exclusively In one or more of the 
following businesses: 
(a) Acting as an Insurance agent for its parent or for any of its parent's insurer subsidiaries or affiliates; 
(b) Investing, reinvesting, or trading in securities or acting as a securities broker or dealer for its own account, 
that of its parent, any subsidiary of its parent, or any affiliate or subsidiary; 
(c) Rendering management, sales, or other related services to any investment company subject to the Federal 
Investment Company Act of 1940, as amended; 
(d) Rendering investment advice; 
(e) Rendering services related to the functions involved in the operation of an insurance business including, but 
not limited to, actuarial, loss prevention, safety engineering, data processing, accounting, claims appraisal, and 
collection services; 
(f) Acting as administrator of employee welfare benefit end pension plans for governments, government agencies, 
corporations, or other organizations or groups; 
(g) Ownership and management of assets which the parent could itself own and manage: PROVIDED, That the 
aggregete investment by the insurer and its subsidiaries acquired pursuant to this paragraph shall not exceed the 
limitations otherwise applicable 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) Rnancing of insurance premiums; 
(j) Any other business activity reasonably ancillary to an insurance business; 
(k) Owning one or more subsidiary (i) Insurers to the extent 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 eligible 
under RCW 48.13.240 or 48.13.250, or any combination of such Insurers and businesses. 
(4) No Bcquisition 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 loss than ninety days, or such shorter period as may be permitted by the commissioner, in 
advance of such proposed acquisition, nor shall any such acquisition be made if the commissioner at any time 
prior to the expiration of the notice period finds thst the proposed acquisition is contrary to law, or determines 
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) The 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 business and the risks 
inherent in the parent Insurer's investment portfolio and operations; 



(d) The fairness and adequacy of the financing proposed for the subsidiary; 
(e) The likelihood of undue concentration of economic power; 
(f) Whether the effect of the acquisition may be substantially to lessen competition in any line of commerce in 
insurance or to tend to create a monopoly therein; and 
(g) Whether 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 contrary to the best interests of the 
parent insurer's policyholders or of the people of this state. At any time after an acquisition, the commissioner 
may order its disposition if ha finds, after notice and hearing, that its continued retention is hazardous or 
prejudicial to the interests of the parent insurer's policyholders. The contents of each notice of intention of a 
proposed acquisition filed hereunder and information pertaining thereto shall be kept confidential, shall not be 
subject to subpoena, and shall not be made public unless after notice and hearing the commissioner determines 
that the interests of policyholders, stockholders, or the public will be served by the publication thereof. 
(5) A domestic insurance company may, provided that it maintains books and records which separately account 
for such business, engage directly in any business referred to in paragraphs (d), (e), (h), and (j) of subsection (3) 
of this section either to the extent necessarily or property incidental to the insurance business the insurer is 
euthorized to do in this state or to the extent approved by the commissioner and subject to any limitations he 
may prescribe for the 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 and its surplus, the proposed allocation of the 
estimated cost of such business, and the risks inherent In such business as well as the relative advantages to 
the Insurer and its policyholders of conducting such business directly instead of through' a subsidiary. 
[1982 c 218 i 3; 1973 c 151 S 4; 1949 c 190 5 18; 1947 c 79 § .13.22; Rem. Supp. 1949 S 46.13.22.1 
NOTES: 
SeverabiTrty - 1982 c 218: See note following RCW 48.12.020. 

RCW 48.13.230 
Collateral loans. 
An insurer may loan its funds upon the pledge of securities or evidences of debt eligible for Investment under 
this chapter. As at date made, no such loan ahall exceed in amount ninety percent of the market value of such 
collateral pledged, except that loans upon pledges of United States government bonds may be equal to the market 
value of the bonds pledged. The amount so loaned shall be included in the maximum percentage of furids ^ 
permitted to be invested in the kinds of securities or evidences .of debt pledged or permitted by RCW 48.13.030.' 
(1947 c 79 i .13.23: Rem. Supp. 1947 § 45.13.23.1 

RCW 48.13.240 
Miscellaneous. Investments. 
(1) An insurer may loan or invest its 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 liabilities, or if a mutual 
or reciprocal insurer fifty percent of its surplus over minimum required'surplus, in loens or investments not 
otherwise eligible for investment and not specifically prohibited by RCW 48.13.270. 
(2) No such loan or investmem shall be any item described in RCW 48.12.020. 
(3) No such investment In or loan upon the security of any one person or entity shall exceed the amoum 
specified in subsection (1) of this section or one percent of the insurer's assets, whichever is the lesser, except 
that this subsection (3) shall not apply to an Investment in the stock of a subsidiary company. 
(4) The insurer shall keep a separate record of all investments ecquired under this section. 
[1982 c 218 5 4; 1947 c 79 § .13.24; Rem. Supp. 1947 § 45.13.24.1 -
NOTES: , 
Severability - 1982 c 218: See note following RCW 48.12.020. 

RCW 48.13.260 
Special consent investments. 
Upon advance approval of the commissioner and In compliance with RCW 48.13.020, an insurer may make any 
investment or kind of investment or exchange of assets otherwise prohibited or not eligible under any other 
section of this chspter. The commissioner's order of approval if granted shall specify whether the investment or 
any pert thereof may be credited to required minimum capital or surplus investments, or to Investment of 
reserves. 

(1947 c 79 S .13.25; Rem. Supp. 1947 § 46.13.25.1 

RCW 48.13.260 

Required Investments for capital and reserves. 
(1) An insurer shall invest and keep invested its funds aggregating In amount, if a stock insurer, not less than 
one hundred percent of its minimum required capital, or if a mutual or reciprocal insurer, not less than one 
hundred percent of its required minimum surplus, in cash or investrfients eligible in accordance with RCW 



48.13.040 (public obligations), and in mortgage loans on real property located within this state, pursuant to 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 sections: RCW 
48.13.040 (public obligations), 48.13.050 (corporate obligations), 48.13.080 (preferred or guaranteed stocks), 
48.13.090 (trustees' or receivers' obligations), 48.13.100 (equipment trust certificates), 48.13.110 (mortgages, 
loans and contracts), 48.13.150 (auxiliary chattel mortgages), 48.13.160 (real property, home office building, etc.), 
48.13.180 (foreign securities), 48.13.190 (policy loans), 48.13.200 (savings and share accounts), 48.13.220 
(common stocks), 48.13.230 (collateral loans), 48.13.250 (special consent investments). 
(3) This section shall not apply to title insurers nor to mutusi insurers on the assessment premium plan. 
[1971 ex.s. c 13 S 16; 1947 c 79 § .13.26; Rem. Supp. 1947 i 46.13.26.1 

RCW 48.13.265 
Investments secured by real estate -- Amourrt restricted. 
An insurer shall not invest or have invested at any one time more than sixty-five percent of its assets in 
investments in real estete, real estate contracts, and notes, bonds and other evidences of debt secured by 
mortgage on real estate, as described in RCW 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. 
[1957 c 193 § 8.1 

RCW 48.13.270 
Prohibited investments. 
An insurer shall not, except with the commissioner's approval in advance, invest In or loan Its funds upon the 
security of, or hold: 
(1) Issued shares of its own capital stock, except for the purpose of mutualizatlon in accordance with RCW 
48.08.080; 
(2) Securities issued by any corporation if a majority of its stock having voting power is owned directiy or 
indirectly 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 84 § 1; 1993 c 92 § 4; 1982 c 218 § 5; 1947 c 79 § .13.27; Rem. Supp. 1947 S 46.13.27.1 
NOTES: 
Severability - 1982 c 218: See note following RCW 48.12.020. 
RCW 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. 
(b) 'Medium grade obligations" means obligations that are rated three by the securities valuation office. 
(c) "Securities valuation office" means 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 directiy or Indirectiy, any medium grade or lower grade obligation if, after giving effect 
to the Bcquisition, the aggregate amount of all medium grade and lower grade obligations then held by the insurer 
would exceed twenty percent of its admitted assets 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 obligations rated 
five or six by the securities valuation office; 
(c) No more than one percent of an Insurer's edmitted assets may be invested in lower grade obligations 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 lower grade 
obligations issued, guaranteed, or insured by eny one institution; and 
(e) No more than one-half of one percent of an insurer's admitted assets may be invested in lower grade 
obligations issued, gusranteed, or insured by any one institution. 
(3) This section does not require an insurer to sell or otherwise dispose of any obligation lawfully acquired before 
July 25, 1993, or in accordance with this chapter. The commissioner shall adopt rules identifying the 
circumstances under which the commissioner may approve an 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 domestic insurance company which acquires or invests, directly or indirectly, 
more than two percent of its admitted assets in medium 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 contain diversification standards Including, but not limited to, standards for 
issuer. Industry, duration, liquidity, and geographic location. 
[1993 c 92 g 5.1 

RCW 48.13.275 
Obligations rated by the securitias valuation office. . . 
Notvrithstanding the provisions of RCW 48.13.050, an insurer may invest its funds in obligations rated by the 
securities valuation office. Investments in obligations that are rated one or two by the securities valuation office 
shall be subject to the limitations contained in RCW 48.13.030. 
(1993 c 92 § 6.1 

RCW 48.13.280 
Securities underwriting, agreements to withhold or repurchase, prohibited. 
No Insurer shall 
(1) participate in the. underwriting of the marketing of securities in advance of their issuance or enter Into any 
transaction for such underwriting for the account of such Insurer Jolntiy 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. 
[1947 c 79 ! .13.28; Rem. Supp, 1947 S 45.13.28.1 

RCW 48.13.285 
Derivative transactions •• Restrictions - Definitions - Rules. 
(1) An insurer may. directly or indirectly through an investment subsidiary, engage in derivative transactions under 
this section under the following conditions: 
(a) An Insurer may use derivative instruments under this section to engage In hedging transactions and certain 
Income generetion transactions, 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 as stated in (a)̂  of this subsection; 
(c) An insurer shall be able to demonstrate to the insurance commissioner the intended hedging characteristics and 
the ongoing effectiveness of the derivative transaction or combination of, transactions through cash fiow testing or 
other appropriate analysis; 
(d) An insurer may enter imo hedging transactions under this section if, as a result of and after giving effect to 
the transaction: 
(i) The aggregate statement value of options, caps, fioors, and warrants not attached to another financial 
instrument purchased and used in hedging transactions does not exceed seven and one-half percent of its 
admitted assets; 
(ii) The aggregate statement value of options, caps, and floors written In hedging transactions does not exceed 
three percent of its admitted assets; and 
(iii) The aggregate potential exposure of collars, swaps, forwards, and futures used in hedging transactions does 
not exceed six and one-fialf percent of its admitted assets; 
(e) An insurer may only enter into the following types of Income generetion transactions if, as a result of end 
after giving effect to the transactions, the aggregate statement value of the fixed income assets that are subject 
to call or that generate the cash flows for payments under the caps or floors, plus the face value of fixed 
Income securities underlying a derivative instrument subject to call,- plus the amount of the purchase obligations 
under the puts, does not exceed ten percent of its admitted, assets: 
(1) Sales of covered call options on noncallable fixed income securitiss, callable fixed income securities If the 
option expires by its terms prior to the end of the noncallable period, or derivative instruments based on fixed 
income securities; 
(ii) Sales of covered call options on equity securities, if the Insurer holds in its portfolio, or can immediately 
acquire through the exercise of options, warrants, or conversion rights already owned, the equity securities subject 
to call during the complete term of the call option sold; 
(Iii) Sates of covered puts on Investments that the Insurer is permitted to ecqulre 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 purchase obligations under the put during the complete term of the put option sold; 
or 
(Iv) Sales of covered caps or floors, if the insurer holds in its portfolio the Investments generating the cash flow 
to make the required payments under the caps or fioors during the complete term that the cap or floor is 
outstanding; 
(f) An insurer shall include ell 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 
limitations in (d) of this subsection or for other risk management purposes under rules edopted by the 
commissioner, but replication transactions shall not be permitted for other than risk management 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 underlying interests 
exceeds a predetermined number, sometimes called the strike rate or strike price; 
(b) "Collar" means an agreement to receive payments as the buyer of an option, cap, or floor and to make 
payments as the seller of a different option, cap, or floor; 
(c) "Counterparty exposure amount" means the net amount of credit risk attributable to a derivative instrument 
entered into with a business entity other than through a qualified exchange, qualified foreign exchange, or cleared 
through a qualified clearinghouse. The amount of the credit risk equals the market value of the 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 derivative instrument would not result In a final cash payment to the 
insurer. 
If over-the-counter derivative Instruments are entered into under e written 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 zero or the sum of: 
(i) The market value of the over-the-counter derivative instruments entered into under the agreement, the 
liquidation of which would result in a final cash payment to the insurer; and 
(ii) The market value of the over-the-counter derivative 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 determined at the end of the most recent quarter of the insurer's 
fiscal year and shall be reduced by the market value of ecceptable collateral held by the Insurer or placed In 
escrow by one or both parties; 
(d) "Covered" means that an insurer owns or can immediately acquire, through the exercise of options, wen-ants 
or conversion rights already owned, the underiying interest in order to fulfill or secure Its obligations under a call 
option, cap or floor it has written, or has set aside under a custodial or escrow agreement cash or cash 
equivalents with a market value equal to the amount required to fulfill its obligations under e put option it has 
written, in an income generation transaction; 
(e) "Derivative Instrument" means an agreement, option, Instrument, or a 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 e cash settlement in lieu thereof; or 
(il) That has a price, performance, velue, or cash flow based primarily upon the actual or expected price, level, 
performance, value, or cash flow of one or more underlying Interests. 
Derivative instruments include options, warrants used in a hedging transaction and not attached to another 
financial instrument, caps, floors, collars, swaps, forwards, futures, and any other agreements, options, or 
instruments substantially similar thereto or any series or combination thereof and any agreements, options, 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 derivative Instruments; 
(g) "Floor" means an agreement obligating the seller to make payments to the buyer In which each payment is 
based on the amount by which a predetermined number, sometimes called the floor rate or price, exceeds a 
reference price, level, performance, or value of one or more underiying interests; 
(h) "Future" means an agreement, traded on a qualified exchange or qualified foreign 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 underiying interests; 
(i) "Hedging transaction" means a derivative transaction which Is entered into end maintained to reduce: 
(i) The risk of a change in the value, yield, price, cash flow, or quantity of assets or liabilities which the insurer 
has acquired or incurred or anticipates acquiring or incurring; or 
(ii) The currency exchange rate risk or the degree of exposure as to assets or liabilities which an Insurer has 
acquired or incurred or anticipates acquiring or incurring; 
(j) "Option" means an agreement giving the buyer the right to buy or receive (a "call option"), sell or deliver (a 
"put option"), enter into, extend, or terminete or effect a cash settlement based on the actual or expected price, 
level, performance, or value of one or more underiying interests; 
(k) "Swap" means an agreement to exchange or to net payments at one or more times based on the actual or 
expected price, level, performance, or value of one or more underiying interests; 
(I) "Underiying interest" means the assets, liabilities, other interests, or a combination thereof underlying a 
derivative instrument, such as any one or more securities, currencies, rates, Indices, commodities, or derivative 
instruments; and 
(m) "Warrant" means an instrument that gives the holder the right to purchase an underlying financial instrument 
at a given price and time or at a series of prices and times outlined In the warrant agreement. Warrants may be 
Issued 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 c 317 § 1.) 



RCW 48.13.290 
Disposal of ineligible property or securities. 
(1) Any ineligible personal property or securities acquired by an insurer may be required to be. disposed of witfiin 
the time not less than six months specified by order of the commissioner, unless before that time it attains the 
standard of eligibility, if retention of such property or securities would be contrary to the policyholders or public 
interest In that it tends to substantially lessen competition in the insurance business or threatens impairment of 
the financial condition of the Insurer. ' 
(2) Any personal property or securities acquired by an insurer contrary to RCW 48.13.270 shall be disposed of 
forthwith or within any period specified by order of the commissioner. 
(3) Any property or securities Ineligible only because of being excess of the amount permitted under this chapter 
to be invested in the category to which it belongs shall be Ineligible only to the extent of such excess. 
(1982 0 218 § 6; 1973 c 15 f S 5; 1947 c 79 § .13.29; Rem. Supp. 1947 § 46.13.29.1 
NOTES; 

Severability - 1982 c 218: See note following RCW 48.12.020. i 

RCW 48.13.340 

Authorization of Investments. ' 
No investment, loan, sale or exchange thereof 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 directors or the bylaws with the duty of making such investment, loan, sale or exchange. The minutes 
of any such committee shair be recorded and reports thereof shail be submitted to the board of directors for 
approval or disapproval. 
[1949 c 190 § 19; 1947 c 79 5 .13.34; Rem. Supp. 1949 § 45.13.34.1 
RCW 48.13.350 
Record of investments. 
(1) As to each Investment or. loan of the funds of a domestic insurer a written record in permanent form 
showing the authorization thereof shall be made and signed by an officer of the insurer or by the chairman of 
such committee authorizing the investment or loan. 
(2) As to each such investment or loan the insurer's records shall contain: 
(a) In the case of loans: The name of the borrower; the location, and legal description of the property; a physical 
description, and the eppralsed value of the security; the amount of the loan, rate of interest and terms of 
repayment. 
(b) In the case of securities: The name of the obligor; a description of the security and the record of earnings; 
the amount invested, the rate of Interest or dividend, the maturity end yield based upon the purchase price. 
(c) In the case of real isstate: The location 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 commissions 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 representatives or correspondents which are 
part of the insurer's records. 
(ii) The name of any officer or director of the insurer having any direct, indirect, or contingent interest in the 
securities or loan representing the investment, or in the essets of the person In whose behalf the investment or 
loan is made, and the nature of such imerest. 

[1949 c 190 5 20; 1947 c 79 § .13.35; Rem. Supp. 1949 § 45.13.36.1 

RCW 48.13.360 

Investments of foreign and alien insurers. 
The investments of s foreign or alien insurer shall be as permitted by the laws of its domicile but shall be of a 
quality substantially as high as those required under this chapter for similar funds of like domestic insurers. 
(1947 c 79 § .13.36; Rem. Supp. 1947 i 46.13.36.1 
RCW 48.13.450 
Safeguarding securhies — Definitions. 
The definitions in this section apply throughout RCW 48.13.450 through 48.13.476 unless the context cleariy 
requires otherwise. 
(1) 'Broker" means a broker as defined In RCW 62A.8-10i2(1)(c). 
(2) "Clearing corporation" means a depository corporation which maintains a book entry accounting system and 
which meets the requirements of RCW 62A.8-102(l)(e). 
(3) "Commissioner" means the insurance commissioner of the state of Washington. 
(4) "Federal reserve book-entry securities system" means the computerized systems sponsored by the United States 
department of the treasury and certain agencies 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 a depositary financial institution such as a national bank, state bank, 
savings and loan, credit union, or trust company that Is: 
(a) Authorized to participate in the federal reserve book-entry system; and 
(b) Licensed by the United States or the banking authorities in Its state of domicile and Is regularly examined by 
the licensing authority. 
(6) "Qualified custodian" means either 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)(o). 
[2000 c 221 § 1.1 

RCW 48.13.455 
Safeguarding securrties - Deposit in a clearing corporation or the federal 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 generel account and its separate accounts In a clearing corporation or 
the federal 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 held in bulk in the 
name of the nominee of such clearing corporati'on with any other securrties deposited with such clearing 
corporation by any person, regardless of the ownership of such securities, and certificates representing securities 
of small denominations may be merged into one or more certificates of larger denominations. The records of any 
participating financial Institution through which an insurance company holds securities in the federal reserve book-
entry securities system, and the records of any custodian banks through which an insurance company holds 
securities in a clearing corporation, shall 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 securrties 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 c 221 § 2.1 

RCW 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 definitive certificates; 
(2) A domestic insurance company may, pursuant to an agreement, designate a participating financial institution or 
institutions as its custodian through which it can transact and maintain book-entry securities on behalf of the 
insurance company; or 
(3) A domestic insurance company may, pursuant to an agreement, participate in depository systems of clearing 
corporations directly or through a custodian bank. 
(2000 c 221 § 3.1 

RCW 48.13.465 
Safeguarding securities — Requirement to receive a confirmation. 
A domestic Insurance company using the methods of holding securities under RCW 48.13.460 (2) or (3) is 
required to receive a confirmation from: 
(1) The participating financial institution or the qualified custodian whenever securities are received or surrendered 
pursuant to the domestic insurance company's instructions to a securrties 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 matching instructions authorizing the transaction, which 
have been confirmed by the participating financial institution or qualified custodian prior to surrendering funds or 
securities to conduct the transaction. 
[2000 c 221 § 4.1 

RCW 48.13.470 
Safeguarding securities ~ Broker executing a trade - 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 
executed within twenty-four hours after order completion. 
(2) A broker may not hold jn its own account for longer than seventy-two hours eny securities bought or sold 
pursuant to an order from a domestic insurance company. 
[2000 c 221 S 5.1 



RCW 48.13.475 
Safeguarding securities - Maintenance with a qualified custodian ~ Commissioner may order transfer Challenge 
to order - Standing at hearing or for judicial review. 
(1) Notwithstanding the maintenance of securities with a qualified custodian pursuant to agreement, If the 
commissioner: 
(a) Has reasonable cause to believe, that the domestic insurer: 
(i) Is conducting its business and affairs in such a manner as to threaten to render It insolvent; 
(ii) Is in a hazardous condition or is conducting its business and affairs in a manner that Is hazardous to its 
policyholders, creditors, or the public; or 
(iii) Has committed or is committing or has engaged or is engaging in any act that would constitute grounds for 

^ rendering it subject to rehabilitation or liquidation proceedings; or 
(b) Determines that Irreparable loss and Injury to the property and business of the domestic insurer has occuned 
or may occur.unless the commissioner acts Immediately: 

I then the commissioner may, without hearing, order the insurer and the qualified custodien promptiy to effect the 
I transfer of the securities to another qualified custodian approved by the .commissioner. Upon receipt of the order, 
• the qualified custodian shall promptiy effect the transfer of the securities. Notwithstanding the pendency of any 

hearing or request for hearing, the order shall be complied with by those persons subject to that order, Any 
challenge to the validity of the order shall be made under chapter 48.04 RCW, however, the stay of action 

; provisions of RCW 48.04.020 do not apply. It is the responsibility of both the insurer and the qualified custodian 
to oversee that, compliance with the order is completed as expeditiously as possible. Ltpon receipt of an order, 

' there shall be no trading of the securities without specific Instructions from the commissioner until the securities 
I are received by the new qualified custodian, except to the extent trading transactions are in process on the day 
I the order Is received by the Insurer and the failure to complete the trade may result, in loss to the insurer's 

account. Issuance of an order does not affect the qualified custodien's liabilities with regard to the securities that 
I are the subject of the order. , 
I (2) No person other than the insurer has standing at the hearing by the comniissioner or for any judicial review 

of the order. 
[2000 c 221 § 6.1 

RCW 48.13.490 
Safeguarding securities .- -Rules. 
The commissioner may adopt rules to implement and administer RCW 48.13.450 through 48.13.475. 
(2000 c 221 5 7.1 



RCW 48.12.020 
Nonallowable assets. 
In addition to assets impliedly excluded under RCW 48.12.010, the following expressly shall not be allowed as 
assets In any determination of the financial condition of an insurer: 
(1) Goodwill, except in eccordance with regulations prescribed by the commissioner, trade names, agency plants 
and other like intengible assets. 
(2) Prepaid or deferred 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 personal security only. 
(4) Stock of such insurer, owned by It, or any equity therein or loans secured thereby, or any proportionate 
Interest in such stock through the ownership by such insurer of an interest in another firm, corporation or 
business unit. 
(5) Furniture, furnishings, fixtures, safes, equipment, vehicles, library, stationery, literature, and supplies; except, 
electronic and mechanical machines authorized by subsection (11) of RCW 48.12.010, or such personal property 
as the insurer is permitted to hold pursuant to paragraph (e) of subsection (2) of RCW 48.13.160, or which is 
acquired through foreclosure of chattel mortgages acquired pursuant to RCW 48.13.150, or which is reasonably 
necessary for the maintenance ar»d operation of real estate lawrfully acquired and held by the insurer other than 
real estate 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 value thereof as determined under this code. 
(1982 c 218 § 1; 1963 c .195 S 12; 1947 c 79 § .12.02; Rem. Supp. 1947 5 45.12.02.1 
NOTES: 
Severability -• 1982 c 218: "If any provision of this amendatory ect or its application to 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 c 218 S 7.] 

RCW 48.12.170 
Valuation of bonds. 
(1) All bonds or other evidences 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) If purchased at par, at the par value. 
(b) If purchased above or below par, on the basis of the purchase price adjusted so as to bring the value to par 
at the eariiest date callable at par or maturing at par and so 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 commissioner. 
(c) Purchase price shall in no case be taken at a higher figure than the ectual market velue at the time of 
purchase. 
(d) Unless otherwise provided by a valuation established or approved by the National Association of Insurance 
Commissioners, no such security shall be carried at above call price for the entire issue during any period within 
which the security may be so called. 
(2) Such securities not amply secured or In default as to principal or interest shall be cerried at market value. 
(3) The commissioner shall have full discretion in determining the method of calculating values according to the 
rules set forth in this section, and not inconsistent with any such methods then currently formulated or approved 
by the National Association of Insurance Commissioners. 
[1947 c 79 § .12.17; Rem. Supp. 1947 5 45.12.17.] 

RCW 48.12.180 
Valuation of stocks. 
(1) Securities, other than those referred to in RCW 48.12.170. held by an Insurer shall be valued, in the 
discretion of the commissioner, at their market value, or at their appraised value, or at prices determined by him 
or her as representing their fair market value. 
(2) Preferred or guaranteed stocks or shares while paying full dividends may be carried et a fixed value in lieu of 
market value, at the discretion of the commissioner and in accordance with such method of computation as he or 
she may approve. 
(3) The stock of a subsidiary of an insurer shall be valued on the basis of the greater of (a) the value of only 
such of the assets of such subsidiary as would constitute lawful investments for the insurer If acquired or held 
directly by the insurer or (b) such other value determined pursuant to rules end cumulative limitations which shall 
be promulgated by the commissioner to effectuate the purposes of this chapter. 
(4) The commissioner has full discration in determining the method of calculating values according to the rules set 
forth in this section, and consistent with such methods as then edopted by the National Association of Insurance 
Commissioners. 
(1993 c 462 5 54; 1973 c 151 § 1; 1947 c 79 § .12.18; Rem. Supp. 1947 § 45.12.IB.1 
NOTES: 
Severability ~ Implementation - 1993 c 462: See RCW 48.318.901 and 48.318.902. 



RCW 48.12.190 
Valuation of property. 
(1) Real property acquired pursuant to a mortgage loan or a contract for a dead, in the absence of a recent 
appraisal deemed by the commissioner to be reliable, shall not be valued at an amount greater than the unpaid 
principal of the defaulted loan or contract at the data of such acquisition, together with any taxes and expanses 
paid or incurred in connection wi th such acquisition, and the cost of improvements thereafter made by the insurer 
and any amounts thereafter paid by the insurer on assessments levied for Improvements in connection with the 
property. 
(2) Other real property held by an Insurer shall not be valued at any amount in excess of fair value, less 
reasonable depreciation ba^ed on the estimated life of the improvements. 
(3) Persona) property acquired pursuant to chattel mortgages made under RCW 48.13.160 shall not be valued at 
an amount greater than the unpaid balance of principal on the defaulted loan at date of acquisition together with 
taxes and expenses incurred in connection with such acquisition, or the fair value of such property, whichever 
amount is the lesser. 
(4) 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 Netional Association of Insurance 
Commissioners. 
[1993 c 462 § 55; 1967 ex.s. c 95 § 10; 1947 c 79 § .12.19; Rom. Supp. 1947 § 4S. 12.19.1 
NOTES: 

Severability - Implementation - 1993 c 462: See RCW 48.31 B.901 and 48.31 B.902. 

RCW 48.12.200 

Valuation of purchase money mortgages. 
(1) Purchase money mortgages shall be valued In an amount not exceeding the acquisition cost of the real 
property covered thereby or ninety percent of the fair value of such reel property, whichever is less. 
(2) The commissioner has full discretion In determining the method of calculating values according, to the mles set 
forth in this section, and consistent with such methods as then adopted by the National Association of Insurance 
Commissioners. 
(1993 c 462 § 56; 1947 c 79 § .12.20; Rem. Supp. 1947 § .45.12.20.1 
NOTES: 
Severabinty - Implementation - 1993 c 462: See RCW 48.31 B.901 and 48.318.902. 



SCHEDULES 

SERVICES 

Investment Administration to be performed are: 

Monthly 
daily processing of securities 
portfoHo accounting functions including posting of all trades, monitoring 
investment income, corporate actions, open payables and receivables 
computation of all regulatory figures 
analysis and reconciliation of portfolios 
yield review 
computation of market decline tests 
computation of liquidity analysis 
analysis of book values, e.g. bond amortizations and mvestment provisions 
analysis of gross gain and loss positions 

. cash flow obligations 
investment review meeting 
NAIC and SVO filings 
custodial relationships 
broker relationships 

Periodic 
review and analysis of foreign exchange position 
placement of foreign exchange contracts, where appropriate 
discussions with regulators regarding portfoUo (positions) 
reporting to the investment committee 
reporting to the audit committee 
general assistance with accounting issues 
maintaining contact with extemal auditors 
such other administrative services -as the parties shall mutually agree fi:om 
time to time 
5900 report on investment controls 
performance reporting 
software provider (including e-Pam) - fiinctioning and testing 
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SCHEDULEC 

FEE SCHEDULE 

Investment fees are comprised of two parts: 

(A) . The Base Fee Amount 

and 

(B) . The Incentive Fee Amoimt 

(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 fimds at the close of business for the 
three (3) preceding months. 

4) MARKET VALUE CHARGE 

On Total Market Value .30% 

(B) The Incentive Fee Amount 

The incentive fee amount relates to the investment management of equity 
securities only. 

Annual Base Fee: a) If perfonnance equals or 
exceeds benchmark, base fee is 
imchanged firom current fee. 

b) If perfonnance is less than 
benchmark, base fee is 90% of 
cunent fee. 

Maximum Fee: 1.75% (including base). 
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SCHEDULED 

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 writmg (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 in a 
notice similarly given: 

If to us: 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 
C/o 1500 - 595 Bun-ard 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 
M5J2N7 

FaxNp.: (416) 366-3993 

and 
FAIRFAX FINANCIAL HOLDINGS LIMITED 
95 Wellmgton Street West 
Suite 800 
Toronto ON M5J2N7 
Fax No.: (416) 367-2201 

2. Governing Laws; Jurisdiction; Service of Process 

This Agreement shall be governed and construed in accordance with the 
laws of Washingtori our state of domicile. Each of the parties thereto submits to tiie 
jurisdiction of the state and federal courts of Washington, m 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 
fi^om time to time. 
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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 Agreernent 

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 firom the Washington Department of Insurance therefor, copies of all your books 
and records as they pertain 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. SeverabiUty 

Each of the provisions contained in this Agreement is distinct and severable 
and a declaration of invaUdity or unenforceabihty of any such provisioni or part thereof by 
a court of competent jurisdiction shall not aSect the validity or enforceabihty of any other 
provision hereof 

7. Entire Agreement 

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

8. Control 

Notwithstanding any other provision of this Agreement, it is imderstood 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 hereimder 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. 
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9. Confidential Relationship 

The parties hereto will treat as confidential all information that is not 
publicly available received fi-om the other party. 
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EXCESS OF LOSS REINSURANCE AGREEME>fr 

(the "Agreement") 

between 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 
oiF Seattle, Washington, United States of America 

(hereinafter called the "Company") of the one part, 

and . 

NORTHBRIDGE INDEMNITY INSURANCE CORPORATION 
of Vancouver, British Columbia, Canada 

(hereinafter called the "Reinsurer") of the other part. -

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

It is hereby understood and agreed as follows: 

ARTICLE I: 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. Tlie Company shall be the sole judge of what constitutes one risk. 

ARTICLE n: GENERAL CDNDItlONS 

1. The Company shall be at liberty where it deems it to be necessary to effect reinsurance 
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 or 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, 
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ARTICLE m: PERIOD AND TERMINATION 

1. This Agreement shall become effective on January 1,2013 and shall remain in full force 
and effect until 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 reinsurer shall 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 liability shall not exceed $3,000,000 for each 
and every risk involving the Subject Policies. However, if a loss arises fix)m 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 involving the Scheduled Policies, and 
paragraph 2. of this Aiiicle, below, shall not apply ;. 

2. In the event of a loss under this Agreement, the limit 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 herein may be expressed in United States dollars or 
the equivalent in other currencies. 

ARTICLE V: GOVERNING LAW 

This Contract shall be governed as to performance, administration and interpretation by the laws of the 
State of Washington, exclusive of conflict of law rules, and the courts of such state shall have jurisdiction 
in any dispute hereimder. 

ARTICLE VI: DEFINmON - "NET RETAINED LINES" 
AND "ULTIMATE NET LOSS" 

1. 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 aid also in computing 
the amount in excess of which this Agreement atta.ches, only loss or losses in respect to that portion of 
any insurance which the Compajiy 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 losses for which the Company is liable after deducting all 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 (ii) below: 

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

(ii) Loss adjustment expense does not include unallocated loss adjustment expense. 
Unallocated loss adjustment expense includes, but is not limited to salai-ies and 
expenses of employees, and office and oftiw overhead expenses. 

3. Nothing however ui 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 loss settlement shall be 
applied as if recovered or received'prior to such settlement and all necessary adjustments shall be made 
by the parties hereto. 

ARTICLE Vn; PREMIUM AND RATES 

1. The premium payable by the Company to the Reinsurer shall be 21% of the Subject 
Policies' Gross Net Earned 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 year a quarterly statement of the gross net 
earned premium income xmless there is no activity during the period. The balance of the premium, if any, 
shall be calculated in accordance with para:graph 1 of this Article and shall thereupon be payable by the 
debtor party. 

3. The expression "Gross Net Earned Premium income" shall mean the annual gross earned 
premiums of the Company on Subject Policies in force during the term of this Agreement on the business 
described in the Scope Article, after deduction of: 

(i) cancellations; 

(ii) 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 agreement. 

ARTICLE Vm: NOTICE OF LOSS AND LOSS SETTLEMENTS 

1. The Company shall advise the Reinsurer promptly of all losses diat, in the opinion of the 
Company, may result in a claim hereunder and of all subsequent developments thereto that may 
materially affect tlie position of the Reinsurer. 

2. The Company agrees to investigate, 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 Agreeinent, shall be binding upon the Reinsurer; and the Reinsurer agrees to pay or allow, as the case 
may be, its share of each such settlement 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: ALTERATIONS 

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 

Tlie 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 Xn: INSOLVENCY 

1. (a) In the event of the insolvency of the Company, recoveries under this Agreement shall be 
payable . by the Reinsurer to the Company or 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 tiie Company on any of the Subject Policies 
reinsured within a reasonable time 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; tlie expense thus incurred by tlie 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 defense undertaken by the Reinsurer. 

(b) Following the insolvency of the Company, the Reinsurer shall be entitled to deduct from 
any amounts which may be or may become due to the Company under this Agreement 
and any other Agreement, any amounts which are due to the Reinsurer by the Company 
under tliis Agreement and any other Agreement and any sums which are expressed herein 
and in any"other Agi-eement to be payable at a fixed or stated date. 
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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 Agreanent, whether 
they were due before the insolvency or become due after. The balance only, if any, shall be payable by the 
Company to the Reinsurer at tlie expiry of all liability under this Agreement and any other Agreement. 

ARTICLE XIH; 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 jn 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 jurisdiction within the United States of Ainerica and shall comply witii all 
requirements necessary to give such court jurisdiction, and all matters arising 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. 

2. Service of process in such suit may be made upon Barger & Wolen LLP, 650 California 
Sfreet, Ninth Floor, San Francisco, CA, 94108 (hereinafter, "agent for service of process") and in any suit 
instituted, the Reinsurer shall abide by tlie final decision of such court or of any appellate court in the 
event of an appeal. 

3. The above narried are authorized and directed to accept service of process on behalf of the 
Reinsiuw in any such suit and/or upon the request of the Company 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 tlierefore, the Reinsurer hereby designates the Superintendent, 
Commissioner, or Director of Insurance or other officer specified for that purpose in the statute, or the 
successor or successors in office, as its true and lawful attorney upon whom may be served any lawful 
process ui 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 fiira 
to whom the said officer is authorized to mail such process or a true copy thereof 

ARTICLE XrV: ACCESS TO RECORDS 

The Reinsurer or its duly authorized representatives shall have the right to 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. 
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ARTICLE XV: ENTIRE AGREEMENT 

No agreements exist between the parties tiiat modify the terms of fliis 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. 

Commonwealth Insurance Company of America 

Name: ,Si^i//trt 
Title: CF€?r 

Name: 
Title: 

Northbridge Indemnity Insurance Corporation 

By; ^^^-----^^^^ 
Name: ^^t^^erT £^£C>^ /> 
Title: S.\Jf^ ^ C^^^''^^ 

By: f)/) h p , 
Name 
Title: 
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Schedule A 

SCHEDULED POLICIES 

Insured Name Policy Number Poiiev End Date 
Earls Restaurants Limited CICANB4002 October 1,2013 
Nordic Well Servicing CICANB4004 May 1,2013 
North American Pipe & Steel Incorporated aCA3426 February 16,2013 
Paramount Drilling US Limited Liability Company aCANB4001 June 1,2013 
Rimex Supply CICA3445 March 31,2013 
Savannah Energy Services Corporation CICANB4000 June 1.2013 
SK Food Group Incorporated CICANB4003 September 30,2013 



"Canadian Cross-border PoUcvholders" means those named insureds to which the 
Canadian Cross-border Policies were issued. 

"Canadian Gross-jjorder Business Renewals" means any and all - insurance contracts, 
policies, or other evidence of coverage issued by tlie Purchaser or its Affiliate to those named 
insureds who were most recently Canadian Cross-border Policyholders imrhedialely prior to the 
inception of such coverage firom Purchaser. 

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

"Governmental Entity" means any foreign, domestic, federal, temtorial, state, provincial 
or local governmental autliority, quasi-govemmentai authority, instrumentality, court or 
govenunent, self-regulatory organization, commission, tribunal or organization or any political 
or other subdivision, department, branch or representative of any of the foregoing. 

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

"Purchaser" has the naeaning set forth in the introduction. 

"Renewal Riehts" means all of Seller's (i) rights to renew or rewrite the Canadian Cross-
border Policies upon the exphation, cancellation or anniversary thereof, to tlie 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 policyholder and agent contact information necessary to undertake (i) and (ii); 
provided that Seller's rights under (i) and (ii) 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) tlie Renewfal Riglits; (ii) .any and all goodwill related to 
the Canadian Cross-border Policies; and (iii) the right to malce use of, in Pmchaser's sole 
discretion, any of Seller's rates, rating plans, policy and endorsement forms relating to the 
Canadian Cross-border Policies. 

ARTICLE n - TRANSFER OF ASSETS 

Section 2.1 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 interest in the Transferred Assets. 

Section 2.2 Writing of Canadian Q'oss-border Business Renewals. 

(a) Upon expiration 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 and 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 C'eiCA"), an insurance company domiciled in the 
State of Washington (referred to as "Seller") and NORTHBRIDGE INDEMNITY INSURANCE 
CORPORATION ("NIIC"), an insurance company incorporated under tlie laws of Caniada 
(referred to as "Purchaser"), (the Seller and Purchaser sometmies individually referred to as a 
"Party" and collectively as'Tarties"). 

RECITALS: 

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

NOW, THEREFORE, in consideration of the foregoing premises and tiie mutual 
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 
Agi-eement, 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 directiy or indirectly 
controlling, controlled by or imder common contiol with, that person. For the purposes of this 
definition, "control" (including with correlative iheanings, the terms "controlling", "controlled 
by", and "under common confrol with") as applied to any person, means the possession, directiy 
or uidhectiy, of the power to direct or cause the direction of flie management and policies of that 
person, whether thiough ownership of voting securities or by contract or otherwise. For 
purposes of this definition, the term "person" means any natural person, corporation, general 
pailnership, limited partnership, limited liabihty company or pailiiership, proprietorship, other 
business organization, trust, union, association or Governmental Entity. 

"Applicable Law" means any apphcable order, law, statute, regulation, rule, 
pronouncement, ordinance, bulletui, writ, injunction, directive, judgment, decree, principle of 
coimnon law, constitution or ti-eaty enacted, promulgated, issued, enforced or entered by any 
federal, territorial, state, provincial or local governmental authority or subdivision, depaitraent, 
branch, or commission thereof, or any court or judicial body, applicable to or having jurisdiction 
over tiie Parties hereto, or any of their respective businesses, propeities or assets. 

"Canadian Cross-border Policies" means the policies 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 fomis 
(including any forms transferred to Purchaser with the Transferred Assets).and using Pmchaser's 
or its Affiliate's rates (including rates developed from rating plans fransferred to Purchaser with 
the Transferred Assets), upon the expiration or anniversary of Canadian Cross-border Policies; 
and 

(b) Upon policyholder-directed cancellatiom On and a&er the Effective 
Date, and subject to Applicable Law and the rights and requirenients 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-boi-der 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 AfBliate's imdervvriting guidelines and other requirements (as determined ui Purchaser's or 
its Affiliate's sole discretion), on Purchaser's or its Affiliate's policy and endorsement fonns 
(includiiig any forms trarisfeiried to Piucjiaser with the Transferred Assets) and using Purchaser's 
or its Affiliate's rates (including rates developed from rating plans transferred to Purchaser witii 
the Transferred Assets). 

Section 2.3 Peiiriission To Use Transferred Assets After Effective Date. Purchaser 
shall permit Seller to make reasonable use of the Transferred Assets after the Effective Date for 
the limited purposes of: (a) underwriting and issmng endorsements on Canadian Cross-border 
Policies by Seller after the Effective Date to the extent such endorsements attach to Canadian 
Cross-border Policies issued by the Seller prior to the Effective Date; (b) underwriting and 
issuing renewals of Canadian Cross-border Policies 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 confractual 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 
Canadian Cross-border Policies. 

ARTICLE i n - CONSIDERATION 

Section 3.1 Consideration. In consideration, Purchaser shall pay to Seller 
$15,000USD, which shall be payable within thirty (30) days of the date on which tiie Pailies 
have signed tiiis Agreement. 

ARTICLE IV - EXCLUDED ITEMS AND LIABILITIES 

. Section 4.1 Liability for Losses and Loss Adiustinent Expense and otiier 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 arismg under or relating to the Canadian Cross-border Policies, and 
Purchaser will have sole responsibility and liability for any losses and loss adjustment expenses. 



declaratory judgment expenses and insurance claim or coverage liabilities or any other liability 
arising under the Canadian Cross-border Business Renewals. . • 

Section 4.2 Liability for Commissions. Seller will retain sole responsibility and 
liability for any broker or agent commissions or compensation or any other compensation 
arrangements relating to the Canadian 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 Employees. Leases. Office Space and Equipment. Purchaser, is not 
acquiring any employees, leases, office ,space or equipment or any interest in or liabilities 
relating to same from Seller under the terrns of this Agi'eement. 

ARTICLE V - REPRESENTATIONS AND WARRANTIES OF SELLER 

Seller represents and warrants to Purchaser Uiat, as of the Effective Date: 

Section 5.1 Corporate Auflioritv. Seller has ftti.1 power and authority to enter into and 
perform tliis Agreement and this Agreement, when executed, shall constitute bindmg obligations 
of Seller in accordance with its termis. 

Section 5.2 Non-Cohttaventioii The execution and deliveiy oj^ and performance by. 
Seller of their obligations imder this Agreement shall not: 

(a) result in a breach of any provision of the articles of incorporation or 
by-laws of either of Seller; or 

(b) restdt in a breach of any order, judigment or decree of any'court or 
Governmental Entity to which Seller is a Party or by which Seller i s bound. 

Section 5.3 Compliance with Laws. The Canadian Cross-border Policies have at all 
tunes 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 judgnient 
of any comt or any Governmental Entity or regulatory body outstanding or, to the loiowledge of 
Seller, flireatened against Seller which may Have a material adverse effect upon the Transferred 
Assets. ' 

Section 5.4 Exclusivity. Other than tiie 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 tiie subject of any option, right to acquire, 
assignment, lien or hypothecation or other encumbrance whatsoever or the subject of any 
factoring airangerhent, conditional sale or other sale agreement or other agreement inconsistent 
with tiie rights granted or described herein. 



ARTICLE VI - REPRESENTATIONS AND WARRANTIES OF PURCHASER 

Purchaser represents and warrants to Seller that, as of the Effective Date: 

Section 6.1 Corporate Authority. Purchaser has full power and authority to enter into 
and .perform this Agreement, and tiiis Agreement, when executed, .shall constitute a bmding 
obligation of Pm-chaser in accordance with its terms. 

Section 6.2 Non-Contravention. The execution and delivery of, and performance by. 
Purchaser of its obUgations under tliis Ajgreement shall not: 

(a) result in a breach of any provision of the articles of incorporation or 
by-laws of Purchaser; or 

(b) result in a breach of any order, judgment or decree of any court or 
Governmental Entity'to wliich Piirchaser is a Party or by which Purchaser is bound. 

Section 6.3 Due Investigation. Purchaser has performed' its ovm investigation, 
analysis and assessment of the Canadian Cross-border Policies and die Transferred Assets being 
transferred hereunder, and Purchaser is not relying on any representations or wafranties of Seller, 
except those contained in tills Agreement. 

ARTICLE v n - COVENANTS 

Section 7.1 Transfer of the Transferred Assets. Subject to Applicable Law regaiding 
the protection and use of personal mformation, Seller covenant and agree to: 

(a) Cooperate with Purchaser in making such communications with 
Canadian Cross-border Policyholders and insm-ance producers as are reasonably necessary and 
appropriate to-refer Purchaser tO'Canadian Cross-border Policyholders and Canadian Cross-
border Policyholders to Purchaser, v̂ 'itH Seller and Purchaser to mutually agree on flie content 
and inethbd of such communications; 

(b) Use commercially reasonable efforts to take such actions as are 
reasonably necessary to facilitate Purchaser's exercise of the Renewal Rights acquired by them 
witii respect to tiie Canadian Cross-border Policyholders and otherwise permit 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 transitionuig 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, vwtii reasonable access during normal business houxs, 
following prior written notice, to all existing data, confracts and underwriting information 
relating to the Canadian Cross-border Policies, including, but not limited to, accurate and 
complete copies of all insurance policies, endorsements, coiTespondence with producers and 



producer records; undenvriting, loss prevention or engineering files, renewal and producer lists; 
actuarial reviews; loss runs pertaining to the Canadian Cross-border Policies; electronic 
aggi'egate claim loss data files for Canadian Cross-border Policyholders tiiat become customers 
of Purchaser; and any rate and form filuigs, file notes and associated correspondence witii state 
insurance departments relating to the Canadian Cross-border Policies. The Purchaser hereby 
agrees to maintain the confidentiality of all personal information relating to Canadian Cross-
border Policyholdei-s and comply witii all Applicable Laws regarding the protection and use of 
such personal information. 

Section 7.2 FaciUtatmg Canadian Cross-border Business Renewals. In order to 
facilitate Purchaser's writing the Canadian Cross-border Busmess Renewals, Seller specifically 
covenants, beginning on the Effective Date, subject to tiie 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 malcing 
itself, communications with Canadian Cross-border Policyholders as are necessary and 
appropriate to refer Purchaser or its Affiliate to Canadian Cross-border Policyholders and any of 
their brokers and agents; (ii) to use commercially reasonable efforts to take such actions as are 
reasonably necessary to help facilitate Purchaser's exercise of its Renewal Rights with respect to 
Canadian Cross-border Policyholders; and (iii) 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 Policyholders on a pro-rata basis. 

Section 7.3 Expenses. Except as otherwise specifically provided in tliis Agreement, 
Seller and Purchaser will bear their respective expenses incurred in connection with the 
preparation, execution and perfonnance 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 malce all notices and fihngs with, any 
Governmental Entity necessary to authorize, approve or permit the consummation of the 
transactions contemplated by this Agreement and any other agi-eements contemplated hereby. 
Seller covenant to cooperate witii Pui'cliaser m Purchaser's efforts to obtain any such regulatory 
approvals. Piu-chaser will provide Seller 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 witii a tliird party tiiat relates to the Canadian Cross-
border Policies or Canadian Cross-border Business Renewals, other than ordinary course claims 
litigatioh, 

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



(a) any notice or otiier communication received from any individual, 
corporation, partnership, limited liability company, Govermnental Entity, estate, or other entity 
allegmg that the consent of such is or may be required in connection with the transactions 
contemplated by this Agreement; 

(b) any notice or other commmiication received relating to the 
transactions contemplated by this Agreement and any other significant notices or other 
communications from any Governmental 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 practice), investigations 
or proceedings commenced or, to siich Party's loiowledge, 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 consununation of a fransaction 
contemplated by this Agreement 

Section 7.6 Licenses and Permits: Regulatory Compliance. 

(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 tiie cancellation or 
expiration of the Canadian Cross-border PoUcies and to perfonn its obligations under this 
Agreement. 

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

(c) Seller will be responsible, at Seller's sole cost and expense, for all 
non-renewal and cancellation notifications and other requirements under Applicable Law witii 
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 aclaiowledges that the intent of this Agreement is to 
convey, subject to the requirements of existing agent or broker contracts and Applicable Law, all 
right, titie and interest ui the Transferred Assets to Purchaser hereunder. Seller will not retaui 
and will not sell, assign, fransfer or othenvise convey any Renewal Rights and will not assign, 
transfer or facilitate (including conducting any marketmg activity with respect to the Canadian 
Cross-border Policies on behalf of anyone other than Purchaser) tlie transfer of Canadian Cross-
border Policies to any mdividual, corporation, partiierehip, limited liability company. 
Governmental Entity, estate, or other entity other tiian 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, wiitten consent, directly or indirectly with respect to risks located in 
the United States, undenvrite or issue any insurance busmess which would comprise the 
Canadian Cross-border Policies. 

Notwithstandiiig anytiiing to the contrmy, nothing in this Section 7.8 shall be deemed to prohibit 
Seller from renewing any Canadian; Cross-border Policies they are required to renew either 
pursuant to contractual obligations or under Applicable Law. 

Section 7.9 Public Announcements and Disclosuie. Except with the prior consultation 
and cooperation with, and the written approval of, the other Party, neither Seller nor Purchaser 
shall, directiy or indirectly, malce any press releases or otherwise disclose to the public or to any 
third party any uiformation concerning this Agreement and/or tiie transactions contemplated 
hereby; otiier 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 
disclbsiu"es to reinsurers and reinsurance intermediaries in connection with the reinsurance of the 
Canadian Cross-border Policies. 

Section 7.10 No Limitations on Sellei 's Operations. 

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

(b) Notiiing 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 7.11 No Guaranteed Renewals. Purchaser acknowledges and agrees that Sejler 
does not have the power or ability to require any Subject Business Pohcyholder or any broker or 
agent to renew or cancel and rewrite any Canadian Cross-boi-der Policies witii Purchaser. 

Section 7.12 Confidentiality. Each Prnty hereto will hold, and will use commercially 
reasonable efforts to cause its Affiliates, and tiieir respective professional advisors to hold, in 
strict confidence, all documents and information concerning the other Party or any of its 
Affiliates fiirnished to it by the other Party or such other Paity's professional advisors in 
coimection with tiiis Agreement or the transactions contemplated hereby, except with the prior 
wiitten consent of the other Party or unless (i) compelled to disclose by judicial or administrative 
process (including witiiout limitation in connection wath 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 secuiities, or of any stock exchange, (ii) disclosed in an action or proceeding brought 
by a Party hereto in pursuit of its rights or in tiie 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 reuisiurance intermediaries in coimection with the reinsurance of the 
Canadian Cross-border Policies. 



Section 7.13 Further Assurances. Seller and Purchaser shall use commercially 
reasonable efforts to take, or cause to be talcen, all actions or do, or cause to be done, all tilings or 
execute any documents necessary, proper or advisable to consummate and make effective the 
transactions contemplated by tliis Agreement, the Ancillary Agreements and any other 
agreements contemplated hereby or thereby, 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 be reasonably necessary to cany out any of the provisions of tiiis 
Agreement, uicluding, without limitation, putting Purchaser in full possession and control of the 
Transferred Assets. 

ARTICLE Vin - 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 tiie effective date of tiiis Agreement, whereupon tiiey 
shall expire, excluding any obligations relating to or arismg under Section 7.4(b). 
Notwithstandmg the precedmg sentence: 

(a) any representation, warranty, covenant or agreement in respect of 
which indemnity may be sought imder tibis Agreement will survive beyond the time at which it 
would otiierwise terminate pm-suant to the preceding sentence, if (i) notice of the breach tiiereof 
giving rise to such right of indemnity will have been given to the Party against whom such 
mdemnity may be sought prior to the end of such two-year period, and (ii) with respect to 
matters involvuig 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 Parfy Claim prior to the end of such two-year period in 
accordance with Section 9.12 hereof. Tlie Parties aclcnowledge and agree that the provisions of 
this Article VIII will be the sole and exclusive remedy for any breaches of this Agreement; and 

(b) Any claim for indemnify pursuant to Section 8.2(a) (ii) or (b)(ii) 
shall survive subject to tiie apphcable statute of limitations. 

Section 8.2 Indenmification. 

(a) Seller hereby agrees to indemnify Purchaser 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, liabilify and expense 
(mcluduig, without limitation, reasonable attorneys' fees and reasonable expenses of 
investigation in connection with any action, suit or proceeding), incurred or suffered by tiiem, 
arising directiy 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 talcen against any of the Purchaser or the otiier 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 adjustmg or settling clauns in respect 
of the Canadian Cross-border Policies or effecting the fransfer of tiie Transferred Assets to 



Purchaser hereunder; or (iii) the enforcement of the indemnified parties' rights under this Section 
8.2(a). 

(b) • Purchaser hereby agrees to mdeninify 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, liabihty and expense 
(including, without limitation, reasonable attorneys' fees and reasonable expenses of 
investigation in coimection witii 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 Purchaser pursuant to this Agreement; (ii) any claim, demand or 
legal proceeding brought or actions, talcen against any of Seller or the other indemnified parties 
arising out of or relatmg to the Canadian Cross-border Business Renewals including tiie 
Purchaser's conduct m undenvriting or issuing the Canadian Cross-border Business Renewals or 
adjusting or settling claims m respect of the Canadian Cj-oss-border Busuiess Renewals or 
effecting the fransfer of the Transferred Assets to Purchaser hereunder; or (iii) the enforcement 
of the indemnified parties' rights under this Section 8.2(b). 

(c) The Parties hereto shall make available to each other all relevant 
information in their possession relating to any liability clakned 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 in any defense thereof. 

(d) Each indemnified paity shall be obligated to use its commercially 
reasonable efforts to mitigate, tiie amount of any damages for which it is entitied to seek 
indemnification hereunder, and tiie 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 
parfy has failed to comply with the foregoing obligation. 

Section 8.3 Specific Performance. It is agreed fliat any Parfy hereto shall be entitied to 
an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the 
terms and provisions hereof, in addition to any other remedy to which tiiey are entitied hereunder 
or otherwise. 

ARTICLE IX - MISCELLANEOUS PROVISIONS 

Section 9.1 Entire Agreement. This Agreement including all schedules and exhibits 
attached hereto or thereto, constitute flie entire agreement between tiie Parties and there are no 
understandmgs other than as expressed m this Agreement Upon execution this Agreement 
supersedes any prior understandings, agreements or representations by or among the Parties, 
whether written or oral, relating to the subject matter hereof, including any terms 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 Rallies affected by such amendment. 

Section 9.2 Assignment; Binding Effect. No assignment of this Agreement or of any 
rights or obUgations hereunder may be made by any Parfy to this Agreement without tiie 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 Pui'chaser may assign 
any rights, interests or obligations hereunder to any of its Affiliates without tiie prior written 
consent of Seller, provided that m the event of any such assignment Puichaser shall remain liable 
with respect to tiieir obligations hereunder. This Agreement will apply to, and inure to the 
benefit of and be bmding upon and enforceable against each Parfy hereto and its respective 
successors and pennitted assigns. 

Section 9.3 No Third-Paity Beneficiaries. Nothing m this Agreement is intended or 
will be construed to give any person, otiier than the Paities 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 hivalidify. Unless the invalidify or unenforceability of any provision or 
portion thereof frusfrates tiie mtent of the Parties or tiie purpose of tiiis 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 sfriclcen. However, in the event any such provision or 
portion thereof will be declared unenforceable due to its scope, breadth or duration, tiien it will 
be modified to the scope, breadth or duration permitted by law and will continue to the be fully 
enforceable as so modified. 

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

Section 9.6 Jurisdiction. Each of the Parties hereto hrevocably and unconditionally 
submits to the exclusive jurisdiction of the coiuts of the Province of British Columbia, for 
purposes of enforcing this Agreement In any such action, suit or otiier proceeding, each of tiie 
Rallies hereto irrevocably and unconditionally vraives 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 otiier proceeding is improper. 

Section 9.7 Counterparts. This Agreement may be executed in two or more 
counterparts, each of which will be deemed an origmal, 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 inteipretations. 

Section 9.9 Severability. Any term or provision of this Agreement which is invalid or 
unenforceable in any jurisdiction will, as to fliat jurisdiction, be ineffective to the extent of such 
invaUdity or imenforceability without rendeiing invalid or unenforceable the remaining terms 
and provisions of this Agreement or affecting the validity or enforceability of any of the temis or 
provisions of this Agreement in any otiier jurisdiction. If any provision of this Agreement is so 
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broad as to be unenforceable, tiie provision will be interpreted to be only so broad as would be 
enforceable. 

Section 9.10 Interpretation. The Parties hereto have participated jomtiy in the 
negotiation and drafting of tiiis Agreement. Consequentiy, in the event that an ambiguity or 
question of intent or interpretation arises, this Agreement wiU be construed as if drafted jointiy 
by the Parties hereto, and no presumption or burden of proof wiU arise favoring or disfavoring 
any Party by virtue of tiie authorship of any provision of this Agreement. 

Section 9.11 Time of the Essence. Time shall be ofthe essence ofthis Agreement due 
to the time-sensitive nature of the Renewal Rights. 

Section 9.12 Notices. AU notices and other communications under this Agieement will 
be in writing and will be delivered personally, sent by overnight courier or certified, registered or 
express mail, postage prepaid. Any such notice or other conununication will be deemed given: 
(i) upon actual delivery if presented personally, (ii) one business day following delivery to an 
overnight courier or (iii) 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: 

(i) If to Purchaser: 

Northbridge Indemnity Insurance Corporation 
c/o Northbridge Financial Corporation 
105 Adelaide St West 
Toronto, ON 
CANADA M5H IP9 

Attn: General Coimsel 

(ii) I f to Seller: 

Commonwealth Insurance Company of America 
c/o Northbridge Financial Corporation 
105 Adelaide St. West 
Toronto, ON ^ 
CANADA M5H 1P9 

Attn: General Counsel 
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IN WITNESS WHEREOF, tiiis Agreement has been duly executed and delivered by tiie 
duly authorized officers of Purchaser and Seller tiiis 20"' day of December, 2012. 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 

Namfer 
Title: MC u>-'ai?*iT->i.i-n'-'.'<' 

NORTHBRIDGE INDEMNITY INSURANCE CORPORATION 

By:. 
Name: / c ^ ' U /^y^^o^yc 
Titie: 

By: 
Name: "^SfiSu/ar/- U/^ 
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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 DiiUing US Limited Liability Company CICANB4001 June 1,2013 
Rimex Supply CICA3445 March 31,2013 
Savannali Energy Services Corporation CICANB4000 June 1,2013-
SK Food Group Incorporated CICANB4G03 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 hisurance Company of 
America, a Washington stock insurance company (the "Insurer"), and RiverStone Resources LLC, a 
Delaware limited liability company (the "Manager" and together with hisurer, the "Parties"). 

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

"WHEREAS, Manager provides management services to certain of FFH's subsidiaries; and 

WHEREAS, the Parties desire for Manager to provide Insurer such services on the terms 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 otherwise requires, 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 Section 3.1. 

"Manager's Services" means the services set forth on Schedule A. attached hereto and 
incorporated herein and such other services as may be agreed to by the Parties from time to 
time. 

2. Services. 

2.1 Manager shall provide Manager's Services iii accordance wdth the terms and 
conditions of this Agreement commencing at such time as the parties, rnutually agree. The Parties 
agree that in providing the Manager's Services, Manager will act in good faith and \yith reasoriable 
care and slcill and in accordance with any laws and regulations applicable to Insurer or Manager, 
respectively, and In accordance with and subject to any guidelines 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 Insiu-er for any and all actions of its 
subcontractors. Notwithstanding anything contained herein, the Insurer shall retain ultimate confrol 
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 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 Manager in providing services hereunder shall be computed 
annually and any adjustment resulting 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 coimection 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, adminisfrative, 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 ofthe Effective Date and shall remain 
in effect until terminated as provided herein. 

4.2 Termination. 

A. This Agreement may be terminated immediately 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 notice to the other party.. 

C. This Agreement shall automatically terminate as to a party in the event. Manager 
is hereafter prohibited fi"om 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. vvritten 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 
ĥereunder 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 arraiigemeht with its creditors, convene a meeting of its creditors or cease 
or threaten to cease to carry on its business or enter into. liquidation (volimtary or 
mvoluntary) or have a receiver appointed over any of its assets. 

4.3 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 provided, to Insurer or be desfroyed, at Insurer's 
option. 



5. Confidentiality 

5.1 The Parties acknowledge that in the course of dealings between each other, they 
each will acquire fi-om 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 wTongful 
act of a party, (iii) 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 ceu:e 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 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 infonnation 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 imder the Agreement, Manager shall not disclose Protected Infonnation 
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 Infonnation 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 ofthis 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 attomeys' 
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 



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

6.3 Manager agrees to indemnify and hold harmless Insurer, its officers, chrectors, 
agents, -and employees ("Indemnified Party") from and against all liabilities, losses, expenses, 
clauns, 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 wdth Respect to Indemnification. The Indemnified Party shall provide 
Manager or Iiisurer, 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. 

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 pennitted imder 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 deemed given when so delivered 
personally, by facsimile or, i f mailed, on the date of receipt as follows: 

If to Insurer: 

Commonwealth Insurance Company of America 
c/o RiverStone Resources 
250 Commerical St., Suite 5000 
Manchester, NH 03101 

Attention: Chief Executive Officer 

If to Manager: 

RiverStone Resources LLC 
250 Commercial St, Suite 5000 
Manchester, NH 03101 

Attention: General Coimsel 



8. Disputes. 

A. Any dispute or difference arising wdth 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 vmable to do so, an umpire, meeting the qualifications set forth above, shall 
be chosen by the American Arbitiation Association. Each party shall bear the fees and expenses 
ofthe 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 busmess. 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 Bodrd 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. 

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 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 



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

10.2 Non-exhaustive illustrations of such curcumstances include Act of God, War, Riot, 
Explosion, Abnormal Weather Conditions, Fire, Flood, Government Action, Strikes and 
Lockouts. 

10.3 If either 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 circumstarices 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 imderstandrngs between them with respect to the subject matter of this Agreement 
other than as is expressed herein or in a duly executed addendimi and supersedes all prior 
agreements and imderstandings between the. Parties with respeiit 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 ftorther exercise thereof or the exercise of any other right, 
power or privilege. 

11.2. This Agreement 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 bmding upon their 
successors and pennitted 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 A.greement (in whole or in part, voluntary or involimtary, 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 maimer to the end that 



the transactions contemplated by this Agreement are fulfilled to the extent possible. 

11.5 .Insurer and Manager are not partners or joint venturers and nothing in this 
Agi:eement shall be construed as to make them such partners or joint venturers, or impose any 
liability as such on either of theiii. Each is an independent contractor of the other. 

11.6 This Agreernent shalLbe governed by and constiued iri 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, this Agreement is hereby executed by duly authorized 
representatives of the Parties as of the date first written above. 

RiverStone Resources/iiLC 

By: 

Titie: ?R.<U>IOVIOT- (̂ ,fVVitA-
ĉê <— 

Name: i0^tA^;^3^.^v^ <- -^a^aji^ 

Commonwealth Insurance Company of America 

By: 

Titie: 

Name: 



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

RiverStone Resources LLC 

By: 

Titie: 

Name: 

Commonwealth Insurance Company of America 

By: £'<:>^ 

TiUe: ^-^^ 

Name: Sfi^a^/i'U//^ 



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, mcluding, without limitation, preparation of financial statements, 
management of daily operations, tax services, actuarial analysis and related services, treasury 
fiinctions 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 
adminisfration, managerrient and collection services, security analysis and administration of 
letters of credits and other security anangements and commutations. 

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

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

6. Strategic planning advice. 
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CLAIM ADMmiSTRATION SERVICES AGREEMENT 

This Claim Administtation 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 Washington (each 
sometimes individually referred to as a "Party" and collectively as "Parties"). 

WHEREAS, Insurer has an existing 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 herein, and that Insurer will reimburse RiverStone for 
the reasonable costs associated with providing such services; , 

NOW, THEREFORE, in consideration of the promises and agreements contained herein, the Parties 
hereby mutually agree as follows: 

I . Appointment of RiverStone . 

A. Insurer hereby appoints RiverStone as its claims manager, legal representative and true and 
lawful attorney to act on its behalf and in its name in the course of providing the Services 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 wanants 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. 

II. 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 



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 Administtation - 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 clauns; 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. 

III. Service Standards 

A. RiverStone shall monitor closely its delivery of the Services and undertakes to disclose to 
Insiu-er 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 detailmg the estimated cost of providing the RiverStone's 
Services. RiverStone shall present an. annual 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 armual 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 
inclined 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 p^d 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 hi a RiverStone Fee less than the quarterly advances for the 
applicable 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 incuned in • coimection 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 provider 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 (defmed 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 reasonable 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 imder 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 Agreernent, RiverStone may gain access to and generate non-public 
personally identifiable, fmancial 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. 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 cany out its obligations under the Agreement, RiverStone 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.. 

The provisions of this Section V shall survive the termination of this Agreement. 

VI. Term and Termination 

A. Term. This Agreement shall be effective as of the Effective Date and shall remain in effect 
imtil 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 written 
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: 

(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 anangement with its creditors, convene a meeting of its creditors or cease 
or threaten to cease to cany 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. 

VII. Indemnification 

A. RiverStone shall riot 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 wilfiil default, dishonesty or gross negligence on the part 6f RiverStone or of any of its 
managers, officers or employees in the performance of RiverStone's obligations under this 
Agreement. 

B. 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 liriiited 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. 

C. RiverStone agrees to indemnify and hold harmless Insurer, its officers, directors, agents, and 
einployees ("Indemnified Party") from and against aU liabilities, losses, expenses, claims, 

, demands, suits, fines, or judgriients 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 arisuig as a result of any wilful default, dishonesty or gross negligence on the 

j ' part of RiverStone or of any of its managers, officers or employees in the performance of 
RiverStone's obligations under this Agreement. 

j ; D. Notices with Respect to Indemnification. The Indemnified Party shall provide RiverStone or 
'' i Insurer, as the case may be, notice of any proceedings to which this Section 6 applies as soon 
j : as the Indemnified Party learns of such proceedings. A party's failure to provide such notice 
j \ shall not relieve the party of its obligations pursuant to this section. 

;' I E. The indemnification obligations set forth above shall survive any termination of this 
I! ^ Agreement. 

VIII. Notices and Other Communications 

A. All notices, requests, demands hereunder (aside from any routine busuiess communications 
under Parts II . and IV. of this Agreement) must be in writing and shall be deemed to have 

i ' 



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. If to 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 II and IV ofthis 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. 

IX. Disputes 

A. Any dispute or difference arising with reference to the applicable interpretation or effect of 
this Agreement, or any part thereof, shall be refened to a Board of Arbitiation (the "Board") 
of two arbitiators 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 ofthe 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 
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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 m any court 
of proper jurisdiction. 

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

X. Force Majeure 

A. Neither party shall mcur any liability to the other in respect of any default in the performance 
of its obligations arismg from circumstances outside the Parties' conttol. 

B. Non-exhaustive illustiations of such cu-cumstances include Act of God, War, Riot, 
Explosion, Abnormal Weather Conditions, Fire, Flpod, Government Action, Strikes and 
Lockouts. 

C. If either party" is prevented from carrymg out its obligations in such circumstances, it shall 
notify the other party within two business (2) days of the event. 

D. If the circumstances preventing this Agreement from being carried out continue for a period 
exceeding three (3) months from and mcluding 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 confract 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 hei'ein 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 fiirther exercise thereof or the exercise of any other right, 
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 ofthe 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 mvalidate 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 ttansactions 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 govemed 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, tiie Parties hereto have caused this Agreement to be executed by their 
respective duly authorized officers. 

RIVER STONE CLAIMS MANAGEMENT L L C 

By: _ 
Name: K)tc\Vou<vs C^^MTV-'^ 

Titie: ^ftfei, inc«jr c iJ>i<̂  tjL t<u .̂r̂  &cg«ci.̂ —-
Date: M / ^ O I ^ 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 

By: 
Name: 
Titie: 
Date: 



IN WITNESS WHEREOF, (he Parties hereto have caused tiiis Agreement to be executed by tiieir 
respective duly authorized officers. 

RIVER STONE CLAIMS MANAGEMENT LLC 

By: 
Name: 
Titie: 
Date: 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 

By: ^ 
Name: ^7^c/^y C/^^ 
Title: 
Date: ^ T^/S 



TIG HOLDINGS, INC. 
t-CQMPANY TAX ALLOCATION AGREl 

Hie puipose of this agieenKnt (the "Agreement') is to detennine the amount of feddal and 

(whoe ŝ ĉable) state income tax allocated to members of ttie affiliated group (as described 

below) and the amount each will pay to or tecdve iiom TIG Hddings, Inc. This Agreeniolt is 

b̂ ween TIG Hddings, Inc., a Delaware corporation ("Parent*), arid the undersigned subsidiary 

crapcHalion or COTporations (hoeafter collectively called the "Subsidiaries" or individually called 

"Subadiary"). Parent and the Subsidiaries are som îmes hereafter odlectively reared to as die 

•Group". 

1. the membd̂  of die Group are affiliated oorporatims and have dected to file a 

ooiuiolidated fedoal inocxne tax return with Fairfax, Inc. under tlw provisions of Section 1501, &t 

seq., of the Intemal Revenue Code of 1986, as amoided, (die "Code"). 

2. Eadi Subsidiary shall (X)mpute and pay to die Parent its f e d ^ income tax liability 

as if ctmiiNited on a separate return. Each Subndiary shall have first use of all of its respective 

current equating losses and credits. The calculation of die squrate fedoal income tax liability of 

each Subsidiary shall be made pursuant to die Code and its r^ulatioiis, as wdl as applicable cases, 

rulings, e(c., and shall be d̂ ermined by utilizing die maximum jq l̂icable corporate income tax 

rate. 

3. Each Subsidiary shall pay, such sqnrate return isji liability to die Parait by no \atet 

than the apfdicable due date (x dates ttiat such payments wcHild have been required by die Int̂ nal 

Revenue Sovice if die Subsidiary had filed a separate return, or as soon d^reafto' as possible. 

HG-AU. COMPANIESn'AXAUXXA'nON AGREE 



4. If a Subsidiary would not have to pay any federal income tax or would have a claim dx 

refund of federal inconw taxes, die Parent will pay to sudi Subsidiary an amount equal to die 

refund siK:h Subsidiary would have been entided to obtain from die Internal Revenue Sovioe. The 

Paroit shall make die payment to die Subadiary by no later dian die applicable due date or dates 

diat paymoit wcndd have been made by die Intemal Revenue Service if such Subadiary had filed a 

timdy claim for refund, or as soon diereaiter as possible. 

5. If all (K a portion of die Group is required or has elected to file a unitary or 

cmnbined state income tax retum (each such Group heneafter caUed a "State Grmip"), the parent of 

die particular State Group will compute, report and pay die State Group's state income tax liability 

in acoudance widi die ŝ licable state laws and regulations and will file the State Group's required 

annual retum. Widiin diirty (30) days from die filing of die State Group's annual retum, die parent 

of die State Groî  will calculate ami assess to each member of die State Group its diare of die State 

Group's state income tax liability based on (i) die m̂ hodolQgy required or establî ied by state 

income tax law ox, (ii) if none, the percoitage of each men̂ }a''s separate income or tax divided by 

die total separate income or tax of die State Group. Widiin diirty (30) days of such assessment, 

eadi member will pay to die Parent its share of the state income tax liability. 

6. If after die filing of a r̂ um it is determined diat die liability computed hraeundo'is 

incorrect, whether by reason of an Int̂ nal Revenue Service or state audit, discovoy of error, die 

teaming of new information, or (Mhowise, appropriate payments, including allocations of poialty 

jHid/OT interest, if ̂ pjdicable, shall be made promptiy to reflect the paymoits that should have beoi 

made. 

TIO-ALLCOMPANIESn'AXAUJOCATlON AGREE 



7. In li»i of actual payments, adjusbnents to inter-company payables and receivables 

may be made, and any net balances due will be paid widiin 90 days of eadi adjustmoit All 

payments under diis Agreement, including subsequent changes in die amount of a Subsidiaiy's tax 

liability or rdmbursemoit payment, shall be considered an inter-compahy payabte or recdvable, as 

die case may be, until such adjusdnoit is paid, and shall not be oonsidered a dividend or surplus 

omtributicxi. 

8. The Parent £|greeŝ to indemnify and reimburse each Subadiary fyr any and all 

claims, demands and expenses in the event diat die Intonal Revenue Service levies vpon die assets 

of sudi Subsidiary for unpaid taxes, including poialties and 'intraest, in excess of diat amount for 

vAadi such Subsidiary may be liable pursuant to die terms of diis Agreralent. 

9. This Agreement shall be applicable only widi reflect to periods for which die 

parties are memb̂ s ofrdie same affiliated Group filing a consolidated fed^ income tiax r̂ um. 

No adjuAments hereunder shall be made widi respect to p̂ ods for whidi eidier the Parent or oi» 

or more of die Sid>adiaries are not members of die same affiliated Grbup. If at aiiy time die 

Parent or Subaidiary.;acquires, creates, or odierwise adds one or more entities that are 

includable members of die Group (as defined under Section 1504 of the Code), it is understood 

that any sudi oitity shall automatically be made subject to dus Agreement to die same extent 

as if such entity had been an original party to the Agreement. 

10. This Agreraient shall take effect as of January 1, 2000 and shall continue until 

tominaled by die mutual written agreement of all of die parties. In the event any party ceases to be 

affiliated widi die Group, dus Agreement automatically terminates (Mily widi reflect to diat 

manber. This Agreement shall also t̂ minate if die Group £uls to file a consolidated federal 

inc(Mne tax r̂ um for any tax year of diis Agreemoit. Notuidistanding die termination of diis 

nO-ALLCOMPANIES/TAXALLOCA'nON AGREE 



Agreonent, its iHovisions will remain in effect, widi reflect to any poiod of time during die lax 

year in which temiination occurs, for which die income of die tominating party must be included 

in die consolidated fedoal incon» tax n̂ um. 

11. This Agreemoit may, fiom time to time, be amended, modified, and siq̂ lemented 

in such manna- as may be mutually agreed upon by die parties, subject to die aĵ HOval of any 

r̂ ulatory audiorities as required by law. Any amendment, modificaticm or suî lement to diis 

Agreement shall be in writing and shall be executed by a duly appointed rqiresentative of each of 

the parties. 

12. Every article, term, condition and provision of diis Agreement is declared to be 

imtependent of and sevoabte from all odier articles, trams, conditions and provisions of die 

Agreemoit. Invalidaticm, whedior judicial or odiowise, of any article, tain, condition or provisim 

contained in dus Agreement shall in no way affect any odier provisions of dus Agreement, all of 

which shall remain in fiUl force and dfect. 

13. The books, accounts, tax r̂ ums and records of die Parait and die Subsidiaries shall 

be maintained so as to cleariy and actequately disclose the i»edse nature and dmils of die 

obligations and liabilities under this Agreement. All mat̂ ials relating to die tax returns, including 

but not limited to the returns, suî tting schedules, mxk papers, and correspoidence, shall be 

available for inflection at any time during normal business hours by die Parent or any Subsidiary. 

Eadi party to diis Agreemoit shall maintain, at its principal or home office, recmds of all tax 

allocations, and any subsequent Internal Revenue Service or state review or adjustinent. The 

proviams of diis section shall survive termination of this Agreement. 

14. This Agreement has been approved by the Board of Directors of eadi party to this 

Agreement to the extent required by regulatory audiorities. This Agreement shall be effective upon 

approval of r̂ ulatoiy audiorities as required by law. 

nO-ALL COMPANIES/TAXALLOCA'nON AGREE 



15. This Agreemoit is noi assignable by any party widiout die prior wriOen consent of 

die otfier parties. 

IN WITNESS WHEREOF, die parties hereto have caused diis Agreement to be executed by duly 

authorized officers to be effective January 1, 2000. 

TIG HOLDINGS, INC., 
a Delaware corporation 

Tide: SUP 

TIG INSURANCE GROUP 

Tide: t;p 

TIG INSURANCE COMPANY 

Name: a : . 7 /A / - / s /< t f f / ! 
Tide: 

TIG PREMIER INSURANCE COMPANY 

Name: cocilioi^ M 
Tide: 

nO-ALL COMPANIES/TAXAIJUOCA'nON AGRQ 



TIG INDEMNITY COMPANY 

By: 6<>7»^^-^^C-^^ 
Name: cot'/Zi"®-**^ M- Wt-uf^i 7Z 
Tide: u/^ 
FAIRMONT INSURANCE COMPANY 

By: 
Name: t04'//<*4/>N fil- sJCJ^tlS-
Tide: up 

TIG SPECIALTY INSURANCE COMPANY 

Name: t^<v/t«%/VN H''^^-^^,. 
Tide: Op 

TIG INSURANCE COMPANY OF MICHIGAN 

By: 
Name: i£>i'/it\x*r> M- Aic^^(7r 
Tide: Uf 

TIG INSURANCE CORPORATION OF AMERICA 

Name: oOtU/i^cu^ /k/< 
Tide: up 

TIG INSURANCE COMPANY OF COLORADO 

By: 
Name: tOv'tUv.'^ A/'A/K^^CJ^ 
Tide: up 

H G - A L L COMPAhOES/TAXALUX^ATION AGREE 



COUNTRYWIDE CORPORATION 

Name: coi'//<')a>v\ 
Tide: up 
TIG HOLDINGS 1, INC 

Name: to«*/(f«ci^ td 
Tide: up 

Km 

TIG HOLDINGS 2, INC. 

By: ^ 
Nanie: 60tVA«w>. A/. 
Title: i^f 

TIG HOLDINGS 4, INC. 

By: 
Name:c6,v/ia<n A/.^cPC,^' 
Tide: ^z'* 

TIG HOLDINGS 5, INC. 

By: 

Tide: 

RUSCO SERVICES INC. 

Name: tOc/it«L«^ 
Tide: ^ 

ITO-ALLCOMPANIES/rAXALLOCA-nON AGREE 



PRIORIS, INC. 

Name: a3v'//(*Lm U 
Tide: up 

TIG LATIN AMERICA, INC. 

Bv: UJl^^-^Z^^M— 
Name: U^K^IU^OJ^ f4. KA^^C,^ 
Tide: u(9 

TIG (BERMUDA) LTD.. 

Name: a7>//r«cm ii'flt/iXu 
Tide: ^^f> 

TIG COMMONWEALTH HOLDINGS, INC. 

Name: cct /Ua,^ /vi 
Tide: up 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 

By: 
Name: 
Tide: 

ODYSSEY AMERICA REINSURANCE CORPORATION 

Bv: Q^.Ai 
Name: 0»w-u. L fv^-V 
Tide: \s f 

•nO-AU. COMPANfES/TAXALLOCAIION AGREE 



ODYSSEY REINSURANCE CORPORTION 

By: \J 
Name: IXJJ- L Ŝ -̂ S 

Tide: r 

HUDSON INSURANCE COMPANY 

Bv:. 0 . n ^ ^^k^ 

Tide: 

TIG RE UK HOLDINGS CORPORATION 

Name: 
Tide: 

RANGER INSURANCE COMPANY 

Philip J. Brbuj 
President & CEO 

RANGER INSURANCE MANAGERS, INC. 

By: 
niilipj. Bimighl 
President & CEO 

RANGER INSURANCE FINANCE COMPANY 

Philip J. Broughton 
President & CEO 

TIG-ALL COMPANIES/TAXAUOCA'nON AGREE 



RANGERS MANAGERS CORP. 

By 
Phmp J. B̂  
President & CEO 

TIG-ALL COMPANIES/TAXALLOCA'nON AGREE 

in 



AMENDMENT NO. [1] TO INTER-COMPANY TAX ALLOCATION AGREEMENT 

This Amendment No. [1] to the hiter-Company Tax Allocation Agreement ("Amendment 
No. [1]") is made and entered into as of AiJUiu s,r /'?*' 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 
Jantjary 1,2000 (the "Prior Agreement") which sets forth a method to allocate and settle the 
Federal income tax liabihty of the participants in the Inter-Company Tax Allocation Agreement, 

NOW THEREFORE, in consideration of the mutual covenants contained herein, the 
parties agree as follows: 

1. Effective Date. This Amendment No. [1] shall have effect for all taxable periods, 
beginning on or after [January 1, 2011]. 

2. Additions to Parties to the Prior Agreement. The Insurer is hereby added as a 
party to and shall be made-subject to the Prior A^eeraent to the same extent as if the Insurer had 
been an original party to the Prior Agreement. 

[Signature Page Follows] 



IN WITNESS WHEREOF, tiiis Amendment No. [ 1 ] is hereby executed by duly 
authorized officers of the parties hereto as of the date first above written. 

TIG HOLDIN 
By: 

Titie: vT tc-t̂ -f C-fê tofe<̂ yr" 

Name: -Tbtfao C<V6̂ i<-

INSURANCE COMPANY 

Title: '9^<0tA>^ A. gUtd" <£,>c<ieufi«̂  

Name: |Jtcv̂ gMN«> '̂ ^̂ f̂e.oriw/ 

NYA 626405.2 



AMENDMENT NO. 2 TO INTER-COMPANY TAX ALLOCATION AGREEMENT 

This Amendment No. 2 to the Inter-Company Tax Allocation Agreement ("Amendment 
No. 2") is made and entered into as of > 2011 by and among Valiant Insurance 
Group, Inc., a Delaware corporation; VaHant 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 settie the 
Federal income tax liability of the participants in the Inter-Company Tax Allocation Agreement. 

NOW THEREFORE, m consideration of the mutual covenants contained herein, the 
parties agree as follows: 

1. Effective Date. This Amendment No. 2 shall have effect for all taxable periods, 
beginning on or after F vS'ô \̂ ^ \ , '̂ C>\.\ 1-

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, tiiis Amendment No. 2 is hereby executed by duly 
authorized officers of the parties hereto as of the date first above vratten. • 

nGHOLD 
By: . 

Titie:, _ 

Narhe: 

VALIANT m S ^ I ^ ^ ^ R O U P , INC. 

Name: VV\C^\bv.*\s ^^v^Tv,g,M 

VALIANT INSURANCE COMPANY 

By: 

Titie: 0,W\<£.^ ^_iL5? <LOXVO ̂  Q>Vg\f^p>^ 

Name: ^vcv-xnutv^ 0 ^^»VT\ -go 

VALIANT SPECIALTY INSURANCE COMPAlvFY 

By: 

Titie: Q . \ \ ^^ ^ X ^ C o T y v ^ ^ D??VZefe. 

Name: ^\C-V\Q\.<vS ^^KTv^e.^! 

INVESTMENT AND ADMINISTRATIVE SERVICES COMPANY 

By: 

Titie: Clvweg- ^ ^ ^ C L p - w i Q ^ \ < 

Name: Voy, Dua«^ Q— ^^vyw.¥=^ 

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 mto as of January î/2013 by and among Commonwealth Insurance 
Company of America., a Washington corporatioa (the "Company"); and TIG Holdings, Inc., a 
Delaware corporaition (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 contained herein, the 
parties agree as follows: 

1. Effective Date. This Amendment No. 3 shall have effect for all taxable periods, 
beginning on or after JanuaryyĴ 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 Page Follows] 



IN WITNESS WHEREOF, this Amendment No. 3 is hereby executed by duly 
authorized ofEcers of the paities, hereto as ofthe date first above written. 

TIG HOLD 
Bv; ± Title: ^^t^ti&Crs^ 

Name: ^^IjbUi/^. Co 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 
By: . • 

Title: 

"Name: 



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 HOLDINGS, INC. 
By: 

Thle: 

Name: 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 

By: 

Titie: C-P0 

Name: 



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 Fairfax (US), Inc., a Delaware corporation, ("Fairfax" and.together with 
tiie hisurer, the "Parties"). 

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

WHEREAS, Fairfax provides regulatory and tax constilting 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 agreements 
contained herein and other valuable consideration, the receipt and sufficiency of which 
are hereby acknowledged, the parties.agree as follows: 

1. Definitions. 

1.1 "Indemnified Insurer Persons" shall mean the Instirer and its respective directors, 
ofEcers, agents or employees. 

1.2 "Indemnified Fairfax Persons" shall mean Fairfax or any of its managers, 
directors, officers, agents or employees. 

1.3 "Fairfax Services" shall mean the services provided by Fairfax to Insurer as shall 
be requested by Insurer and agreed between the Parties from time to time. Without 
limiting the jgenerality of the foregoing, such services shall include consulting services on 
regulatory and tax matters as well as compHance services. These services shall include, 
but will not be limited to, Federal, State.and International Tax return preparation. Federal, 
State and Iiiternational tax planning, preparation of checks and wires for Federal, State 
and International tax filings, bank reconciliation and escheat compliance with respect to 
the preparation of checks, and research, and compHance related to tax reporting in 
financial statements. . . 

1.4 "Fairfax Fee" shall have the meaning set forth in Section 3.1. 

2. Services. 

2.1 Fairfax shall provide Fairfax Services in accordance with the terms and conditions 
ofthis 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 Uable 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 authority, in whole or in part, at any time. Services shall 
commence upon mutual agreement ofthe 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 armual 
budget quarterly, due no later than April 15th, June IS**", September 15th 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. If this Agreement is terminated for any 
reason, a report showing the calculation of the Fees shall be dehvered 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 vfiih any third party 
service providers engaged by Fairfax on behalf of Insurer, shall be paid either directiy 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 ofthe date fnst shown above 
and shall remain in effect imtil terminated as provided herein. 

4.2 Tennination. 

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

B. Either party may terminate this Agreernent upon sixty (60) days written 
notice to the other party. 

C. This Agreemient shall automaticially 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 govenunential autiiority haviiig 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 hnmediately, if: 

(i) The other party shall at any time be in material breach of any of its obUgations 
hereunder and, m the case of a material breach capable of reniedy, fails to remedy the 
same within thirty (30) days after receivmg written notice fi-om the aggrieved party 
requiring it do so; or 

(ii) The other party shall at any time become insolvent, suspend pajonent of its debts, 
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. 

4.3 Records. Fairfax shall maintain true and correct records relating to the Fairfax 
Services provided herein. Such records shall be mamtained during the Term of this Agreement 
and for a period of three (3) years after tennination ofthis 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 aU records pertaining to Insurer shall be provided to 
Insurer or shall be destroyed, at Insurer's option. 

5. Confidentiality. 

5.1 The parties acknovvledge 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 ttade 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 knovrti through no wrongful act of a party; (iii) information received by a party 



fiom a third party without similar restriction and without breach of this Agreement; (iv) 
information independentiy developed by a paity; (v) information approved for release by 
written authorization of the other party; and (vi) information vMch, 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 Infonnation 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-pubhc personally identifiable, 
financial and/or health information of Insurer's consumers, customers, insureds or 
claimants (hereinafter collectively "Protected Information"), the use and protection of 
wtiich 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 cairy out its obligations under the Agreement, Fairfax 
shall not disclose Protected Infonnation 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 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 negligence on the part of Fairfax or 
any of its directors, officers, or employees in the performance of Fairfax's obligations 
imder this Agreement. Fairfax shall indemnify, defend and hold Indemnified Insurer 
Persons harmless from and against any and all Liabihties residting from or arising out of 
any willfiil 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 attomey's fees and litigation expenses) (collectively "Liabilities") resulting 
from or arising out of (i) any negUgent or willful act or omission of Insurer taken or 
omitted to be taken pursuant to this Agreement; (ii) 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 Agreement. 



6.3 Survival. The provisions of this Section 6 shall survive the expkation or 
tenninatioii of this Agreement or cessation of Services. 

7. Notices. 

Any notice or other communication required or pennitted under this Agreement 
shall be in writing and shall be delivered personally, by facsimile or seiit 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 tiie date of receipt as follows : 

If to Insurer: Commonwealth Insurance Company of America 
c/o RiverStone Resources LLC 
250 Commercial St., Suite 5000 
Manchester, NH 03101 
Facsimile: 603-656-2257 
Attention: General Counsel 

If to Fairfax: . Fairfax (US), Inc. 
2850 Lake Vista Drive, Suite 150 
Lewisville, Texas 75067 
Attn: Tax Director 

By notice given in accordance with this article to the other party, either party may 
designate another address or person for receipt of notice hereimder. 

8. Disputes. 

A. Any dispute or difference arising with reference to tiie 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 ofthe Board 
shall be U.S. citizens and shall be active or retired disinterested officers of msurance 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 are unable to do so, an 
umphe, meeting the qualifications set forth above, shall be chosen by the American 
Arbitration Association. Each party shall bear the fees and expenses ofthe arbitrator 
selected by or on its behalf, and the parties shall bear the fees and expenses of the imipire 
as determined by the Board. 



C. Each party shall submit its case to the Board withm one month from the 
date of the appointment of the umpire, but this period of tune may be extended by 
unanimous written consent ofthe Board. The Board shall make its decision with regard 
to the custom and usage of the insurance and remsurance busuiess. 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 tendered within sixty (60) days foUowing the 
termination of the Board's hearings, unless fhe 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 coiut of proper jurisdiction. 

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

9. Books and Records. 

9.1 Insurer and Fairfax and thek respective duly authorized representatives 
shall, at all reasonable times, be pennitted 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 pennitted access to 
all relevant books and records of Fairfax, In order to assure itself of Fairfax's comphance 
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 
directiy to the 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 performance of its obligations arising from circumstances outside the Parties' 
control. 

10.2 Noii-exhaustive illustiations of such circumstances mclude Act of God, 
War, Riot, Explosion, Abnormal Weather Conditions, Fire, Flood, Government Action, 
Strikes and Lockouts. 

10.3 If either parity is prevented from carrying out its obligations in such 
curcumstances, 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 



continumg. 

11, Miscellaneous Provisions, 

11.1. This A^eement 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 ofthe 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 multijple 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 
jurisdictioii or other authority to be invalid, void or unenforceable in any jurisdiction or 
against its regulatory or pubUc policy, the remainder of this Agreement, and the 
apphcation of such provision to other persons or circumstances, shall not be affected 
thereby and shall remain valid and enforceable m such jurisdiction, and any such 
invalidity or unenforceability in any jurisdiction shall not invalidate or render 
unenforceable such provision ui any other jurisdiction. Upon determination that any 
term, provision, covenant or restriction is invaUd, void or tmenforceable 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 ofthe 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 fhlfilled 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 venturers, or unpose 
any liability as such on either of them. Each is an mdependent contractor of the other. 



11,6 This Agreement shall be govemed by and construed in accordance viatii 
the laws of the State of Washington without givk^ effect to the principles of conflicts of 
laws thereof 

[Signature Page follows] 



IN TO^ffiSS WHEREOF, the parties hereto have caused this instniment to duly 
executed by their respective coipoTate officers as ofthe date first shown above. 

CommonwealtJi InsurM^C^pMiy of America 
By: 
Name Printed: ' iSff^^/-y^ 
Title: c^p^ 

Fairfex (US), too, 
By: 


