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Harrisburg, Pennsylvania 
April 11, 2018 

Honorable Joseph DiMemmo, CPA 
Deputy Insurance Commissioner 
Commonwealth of Pennsylvania 
Insurance Department 
Harrisburg, Pennsylvania 

Dear Sir: 

In accordance with instructions contained in Examination Warrant Number 16-0031-
12319-R1, dated June 9, 2016, an examination was made of 

Philadelphia Reinsurance Corporation, NAIC Code: 12319 

a Pennsylvania domiciled, multi-state, stock property and casualty company, hereinafter referred 
to as the “Company.”  The Company’s primary location of their books and records is located at 
350 10th Avenue, Suite 1450, San Diego, California 92101. The examination was conducted 
primarily at Pennsylvania Insurance Department offices in the Norristown state office building. 

A report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 

The Pennsylvania Insurance Department (“Department”) has performed an examination 
of the Company, which was last examined as of December 31, 2011.  This examination covered 
the five-year period from January 1, 2012 through December 31, 2016.   

Work programs employed in the performance of this examination were designed to 
comply with the standards promulgated by the Pennsylvania Insurance Department and the 
National Association of Insurance Commissioners (“NAIC”) Financial Condition Examiners 
Handbook (“Handbook”). 

The Handbook requires that the Department plan and perform the examination to 
evaluate the financial condition, assess corporate governance, identify current and prospective 
risks of the Company, evaluate system controls and procedures used to mitigate those risks, and 
review subsequent events.  An examination also includes identifying and evaluating significant 
risks that could cause an insurer’s surplus to be materially misstated both currently and 
prospectively. 

All accounts and activities of the Company were considered in accordance with the risk-
focused examination process.  This may include assessing significant estimates made by 
management and evaluating management’s compliance with statutory accounting principles. 

The examination does not attest to the fair presentation of the financial statements 
included herein.  If, during the course of the examination an adjustment is identified, the impact 
of such adjustment will be documented separately following the Company’s financial statements. 

This examination report includes significant findings of fact, in accordance with  
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40 P.S. § 323.5(a), and general information about the Company and its financial condition. There 
may be other items identified during the examination that, due to their nature (e.g., subjective 
conclusions, proprietary information, etc.), are not included within the examination report but 
separately communicated to other regulators and/or the Company. 

For the years 2012 through 2015, the certified public accounting (“CPA”) firm of 
Deloitte & Touche  provided an unmodified opinion based on statutory accounting principles.  
For the year 2016, the CPA firm of Larson & Company provided an unmodified opinion of the 
Company’s year-end financial statements based on statutory accounting principles.  Relevant 
work performed by the two CPA firms, during annual audits of the Company, was reviewed 
during the examination and incorporated into the examination workpapers. 

HISTORY 

The Company was incorporated on September 10, 1952, licensed by the Department on 
November 12, 1952 and commenced business on January 1, 1953. 

 On January 1, 1991, the Company ceased writing new business, and on December 24, 
1991, the Department issued an Order of Supervision under which the Company operated until 
the Order was terminated on December 15, 2004.  

 On June 12, 2008, ING Groep NV completed the sale of NRG N.V. (“NRG”) and its 
subsidiaries, including the Company, to Columbia Insurance Company, which is ultimately 
owned by Berkshire Hathaway Inc., a Delaware corporation. 

 On August 31, 2015, the Company’s parent, NRG, entered into a stock purchase 
agreement with BIC Holdco Inc. (“BIC”), a Delaware corporation, to sell all the issued and 
outstanding common stock of the Company. On May 23, 2016, the Insurance Commissioner of 
Pennsylvania (“Commissioner”) issued a Decision and Order approving the acquisition of 
control of the Company by BIC from NRG. On November 1, 2016, BIC purchased 100% of the 
issued and outstanding capital stock of the Company. 

The Company is currently authorized to transact those classes of insurance described in 
40 P.S. § 382 (b)(1) Property and Allied Lines, (b)(2) Inland Marine and Physical Damage, 
(b)(3) Ocean Marine, (c)(1) Fidelity and Surety, (c)(2) Accident and Health, (c)(3) Glass, (c)(4) 
Other Liability, (c)(5) Boiler and Machinery, (c)(6) Burglary and Theft, (c)(7) Credit, (c)(8) 
Water Damage, (c)(9) Elevator, (c)(10) Livestock, (c)(11) Auto Liability, (c)(12) Mine and 
Machinery, (c)(13) Personal Property Floater, and (c)(14) Workers’ Compensation. 

MANAGEMENT AND CONTROL 

CAPITALIZATION  

As of the examination date, December 31, 2016, the Company’s total capital was 
$6,495,828, consisting of 30,000 capital shares of issued and outstanding common stock with a 
par value of $100 per share amounting to $3,000,000; $48,000,000 in paid in and contributed 
surplus; and ($44,504,172) in unassigned funds (surplus). 
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The Company’s minimum capital and minimum surplus requirements for the types of 
business for which it is licensed, pursuant to 40 P.S. § 386, is $2,350,000 in capital and 
$1,175,000 in surplus.  The Company has met all governing requirements throughout the 
examination period. 

STOCKHOLDER  

All the issued and outstanding shares of the Company’s common stock are owned by 
BIC.  Bondsman Holdings, LLC (“Holdings”), a Delaware limited liability company, is the sole 
owner of 100.0% of BIC stock. 

On December 28, 2015, the Company paid an extraordinary dividend of $146,640,000 to 
its stockholder, NRG.  The dividend consisted of cash of $2,557,000, bonds valued at 
$1,428,000, common stock and common stock warrants valued at $102,101,000, preferred stock 
valued at $39,012,000, and a receivable under a tax sharing agreement valued at $818,000.   

Pursuant to Statement of Statutory Accounting Principles (“SSAP”) No. 72 Paragraph 
12(i), the transfer was valued at the fair value of the bonds, common stock and common stock 
warrants, and preferred stock on the dividend declaration date of November 30, 2015, resulting 
in a realized investment gain of $51,508,000.  On January 11, 2016, the Company paid $725,000 
in connection with the $146,640,000 extraordinary dividend, representing the accrued investment 
income received post-distribution by the Company on the securities distributed to NRG as part of 
the extraordinary dividend. 

The Company obtained prior approval from the Department for payment of the 
extraordinary dividend.   

INSURANCE HOLDING COMPANY SYSTEM 

The Company meets the requirements for filing an insurance holding company system 
registration statement.  The Company filed its statement in a timely manner and the filing was 
compliant with 40 P.S. § 991.1404. 

 Following the Commissioner’s Decision and Order approving the acquisition of control 
of the Company by BIC from NRG on May 23, 2016, the ultimate controlling persons of the 
Company are:  

1. Kieran A. Sweeney and Kathleen W. Sweeney - Kieran A. Sweeney (“Mr. Sweeney”) 
and Kathleen W. Sweeney (“Mrs. Sweeney”) are individuals with their primary residence located 
in San Diego, California. Mr. Sweeney and Mrs. Sweeney serve as the only grantors of the KKS 
Family Irrevocable Family Trust (“the KKS Trust”). Mr. Sweeney is the CEO of Holdings, BIC, 
the Company and Align Financial Group, LLC (“AFG”), which is a Delaware limited liability 
company with its principal place of business in San Diego, California. AFG has a 53.85% 
ownership interest in Holdings. The KKS Trust is a trust organized pursuant to the laws of the 
State of Nevada with its principal place of business in San Diego, California. The KKS Trust has 
a 60.10% ownership interest in AFG.  

2. Grant E. Lippincott - Brookside Investment Partners IV, LLC (“Brookside IV”) is a 
Delaware limited liability company with its principal place of business in Omaha, Nebraska that 
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has a 15.38% ownership interest in Holdings. Brookside Investment Partners, LLC 
(“Brookside”) is a Delaware limited liability company with its principal place of business in 
Omaha, Nebraska that has a 10.97% ownership interest in AFG. Brookside Investment Partners 
II, LLC (“Brookside II”) is a Delaware limited liability company with its principal place of 
business in Omaha, Nebraska that has a 10.97% ownership interest in AFG. Brookside, 
Brookside II and Brookside IV are collectively referred to as “the Brookside entities.”  Mr. 
Lippincott, an individual with his primary residence located in Omaha, Nebraska controls each 
of the Brookside entities by being the sole principal of the managing member, Rockbrook 
Partners Ill, LLC, or manager, Rockbrook Advisors, LLC, as applicable. Multiple persons having 
more than a 10.0% ownership interest in the Brookside entities have disclaimed control over 
those entities. 

3. Patrick J. Denzer - LI 8, LLC (“LI 8”) is a Minnesota limited liability company with its 
principal place of business in Minneapolis, Minnesota that has a 11.54% ownership interest in 
Holdings. LI Ventures, LLC (“LI Ventures”) is a Minnesota limited liability company with its 
principal place of business in Minneapolis, Minnesota is the sole member of LI 8. The Patrick J. 
Denzer Revocable Trust (“the Denzer Trust”) is a trust organized pursuant to the laws of the 
State of Minnesota with its principal place of business in Minneapolis, Minnesota that has a 
100.00% ownership interest in LI Ventures. Patrick J. Denzer is an individual with his primary 
residence in Minneapolis, Minnesota, and serves as the sole trustee of the Denzer Trust.   

The organizational chart below summarizes the holding company system as of December 
31, 2016.  The organizational chart does not depict all entities contained within the holding 
company system due to the size and complexity of the business operations within the holding 
company system.  The holding company system consists of various insurance and non-insurance 
entities. 
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BONDSMAN HOLDINGS, LLC
(A Delaware Limited Liability Company)

BIC HOLDCO, INC.
(A Delaware Corporation)

PHILADELPHIA REINSURANCE CORPORATION
(A Pennsylvania Corporation)

BONDSMANHOLDINGS, LLC
Corporate Structure

Brookside Investment Partners

IV, LLC

(A DelawareLimited Liability

Company)

Align Financial Group, LLC (A
DelawareLimited Liability 

Company)

LI 8, LLC
(A Minnesota Limited Liability 

Company)

AB Managers Investments I, LLC

(A DelawareLimited Liability 

Company)

16.67% 62.5% 16.67% 4.16%

100%

100%

Effective 11/1/2016

 
As illustrated in the corporate structure chart shown above, Bondsman Holdings, LLC 

owns 100% of BIC stock and BIC owns 100% of PRC stock.   

BOARD OF DIRECTORS 

Management of the Company is vested in its Board of Directors (“Board”), which was 
comprised of the following members as of the examination date, December 31, 2016: 

 

Name and Address Principal Occupation 

Kieran Anthony Sweeney President & CEO 
San Diego, CA Philadelphia Reinsurance Corporation 
 
Michelle Lynette Roccoforte CFO, Treasurer & Secretary 
San Diego, CA Philadelphia Reinsurance Corporation 
 
Grant Edward Lippincott President and Director 
Omaha, NE Rockbrook Advisors, LLC 
 
Kristina Lyn Castle Vice President  
Omaha, NE RCF Ops, LLC 
 
Patrick Joseph Denzer Partner 
Minneapolis, MN TigerRisk Partners, LLC 

 
 

 



Philadelphia Reinsurance Corporation 

-6- 

 
Rodney Duane Eldred Executive Vice President 
San Diego, CA Align General Insurance Agency 
 
Ryan Patrick O’Connor President 
San Diego, CA Prospect General Insurance Agency 
 
Kevin Frederick Lippincott Managing Member 
Dallas, TX Cordatus Capital, LLC 
    
All Directors serve the same one-year term and are elected at the annual meeting of the 

stockholders.  The Company has a conflict of interest policy that must be confirmed in writing 
on an annual basis requiring all officers, directors and employees to conduct business activities 
with integrity and in accordance with the Company’s written Code of Conduct and the highest 
ethical standards.  The document contains comprehensive declarations related to possible areas 
of conflict, requires signatures as acknowledgment and acceptance of the policy’s restrictions 
and is monitored on a regular basis by management.     

The composition of the Board meets the requirements of 40 P.S. § 991.1405(3)(i). 

COMMITTEES 

As of the examination date, December 31, 2016, the following committees were 
appointed by the Board and serving in accordance with the Company’s by-laws: 

Audit Committee 

 Kristina Lyn Castle 
 Ryan Patrick O’Connor 
 Kevin Frederick Lippincott 
 

 Investment Committee 

 Patrick Joseph Denzer 
 Kristina Lyn Castle 
 Michelle Lynette Roccoforte 
 

Both committees appointed by the Board acted in accordance with the Company’s by-
laws during the period of examination. 

The Company achieves compliance with the Board committee membership requirements 
of 40 P.S. § 991.1405(3)(ii) through 40 P.S. § 991.1405(c)(5), which state:  “The provisions of 
paragraphs (3), (4) and (4.1) shall not apply to a domestic insurer if the person controlling such 
insurer is an insurer, an attorney in fact for a reciprocal exchange, a mutual insurance holding 
company or a publicly held corporation having a board of directors and committees thereof 
which already meet the requirements of paragraphs (3), (4) and (4.1)”.  The committees 
appointed at the Company meet these requirements.  
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OFFICERS 

As of the examination date, December 31, 2016, the following officers were appointed 
and serving in accordance with the Company’s by-laws: 

 

Name Title 

Kieran Anthony Sweeney President & CEO 
Michelle Lynette Roccoforte Secretary & Treasurer 

CORPORATE RECORDS 

MINUTES 

A compliance review of corporate minutes revealed the following: 

 The Annual Meetings of the Company’s stockholder were held in compliance with its by-
laws. 

 The stockholder elects directors at such meetings in compliance with the by-laws. 

 The stockholder ratified the prior year’s actions of the officers and directors. 

 Quorums were present at all directors’ meetings. 

 The Company’s investment transactions are approved quarterly by the Board. 

 All directors attend Board meetings regularly. 

 The Company has no reinsurance contracts requiring approval by the Board. 

ARTICLES OF AGREEMENT 

No changes or amendments were made to the Company’s Articles of Agreement since 
the Company came under new ownership on November 1, 2016. 

BY-LAWS  

No changes or amendments were made to the Company’s by-laws since the Company 
came under new ownership on November 1, 2016. 

SERVICE AND OPERATING AGREEMENTS 

On January 1, 2017, the Company entered into a General Agency Agreement with its 
affiliate, Align General Insurance Agency, LLC (“Align”), a California limited liability 
company. The agreement calls for Align to perform certain services on behalf of the Company 
related to its insurance activities, including agent management, policy administration and 
underwriting management. There have been no changes in the terms of the agreement since it 
went into effect. The terms of the agreement do not provide for Align to make a profit on the 
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services it performs for the Company.  Services are billed at cost.  The agreement meets the 
requirements of 40 P.S. § 322.2 regarding managing general agents, and the agreement was 
approved by the Department via a Form D filing. 

On January 1, 2017, The Company entered into a Producer Agreement with All-Pro Bail 
Bonds, Inc. (“All-Pro”), a California Corporation and duly licensed retail bail bond agent and its 
affiliate, Align. The agreement calls for Align to perform certain services on behalf of the 
Company specifically related to producer management and claims oversight. Align is not 
compensated under this Producer Agreement. All-Pro is compensated by way of commission for 
marketing and producing bail bond business for the Company, as well as handling claims and 
indemnifying the Company against all losses. The terms of the Producer Agreement have not 
changed since it went into effect, and the agreement was approved by the Department via a Form 
D filing.  

On November 1, 2017, the Company entered into an Investment Management and 
Custodial Agreement with ZB, N.A. to manage and maintain custody of the Company’s 
investment portfolio. At the request of the Department, the terms of the agreement were amended 
with an effective date of April 18, 2018.  The amended agreement is compliant with Pa. Code 31 
§ 148a.3 – Requirements for Custodial Agreements.  The agreement was approved by the 
Department via a Form D filing. 

On November 1, 2016, with the Board approval, the Company entered into a written Tax 
Allocation Agreement with BIC, its direct parent company and 100% shareholder.  The 
agreement calls for the Company and BIC to file consolidated federal income tax returns and the 
establishment of reimbursement to the Company for its operating losses when determining the 
federal tax liability of the affiliated group.  The terms of the agreement have not changed since it 
went into effect, and the agreement was approved by the Department via a Form D filing. 

All inter-company agreements were found to be compliant with the fair and reasonable 
standards contained in 40 P.S. § 991.1405(a)(1)(i). 

REINSURANCE 

CEDED 

Finial Reinsurance Company  

Prior to BIC’s acquisition of the Company on November 1, 2016, the Company entered 
into a Quota Share Reinsurance Agreement effective December 1, 2015, and an Assumption 
Agreement with Finial Reinsurance Company, a Connecticut-domiciled insurer, whereby the 
Company ceded 100.0% of its gross liabilities and obligations based upon or arising out of 
agreements or policies of insurance or indemnity, or agreements or treaties of reinsurance to 
which the Company is a part. Finial Reinsurance Company agreed to assume all liabilities of the 
Company existing immediately prior to the closing of the sale of the Company and all liabilities 
incurred by the Company or out of activities of any affiliate of the Company prior to the closing 
of the sale of the Company excluding (i) liabilities arising from actions or omissions of the 
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proposed buyer of the Company and (ii) any liability for any agreement or policy of insurance or 
indemnity, or agreement of reinsurance which is the subject of the Quota Share Reinsurance 
Agreement between the Company and Finial Reinsurance Company. The Company is not a party 
to any other ceded reinsurance agreements. 

The Company did not use a reinsurance intermediary for the agreement with Finial 
Reinsurance Company and states that it has no intention of ceding business in the future.  

The Company’s ceded reinsurance contract meets the minimum risk transfer 
requirements of SSAP No. 62R. 

ASSUMED  

The Company did not enter into any assumption agreements during the period of 
examination and states they have no intention of doing so in the future. 

TERRITORY AND PLAN OF OPERATION 

The Company is licensed in the following jurisdictions: 

 Alaska  New York Oklahoma Rhode Island    Kentucky 
 New Jersey Virginia Wisconsin West Virginia    Hawaii 
 Nevada Ohio  Georgia North Dakota    Pennsylvania 
 Texas  Washington Delaware Massachusetts 
 Arkansas California Minnesota South Dakota 
  

The Company ceased writing new business and went into run-off effective January 1, 
1991.  Following BIC’s acquisition of the Company on November 1, 2016, the Company began 
executing its approved business plan to source and write bail bond business in the state of 
California.  Currently, the Company writes business only in California, but has plans to gradually 
expand operations in the future.  The Company will rely to a large extent on licensed bail agents 
that are contractually responsible for marketing, as well as issuing and tracking of bonds, 
mitigating risk and handling and paying all losses.  The Company did not begin writing business 
until February 2017; therefore, no premium data exists for the period of this examination. 
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SIGNIFICANT OPERATING RATIOS AND TRENDS 

The Company reported the following net underwriting, investment, and other gains or 
losses during the period under examination: 

 
The Company experienced an immaterial net loss of $215,314 at year-end 2016, due to 

taxes and the lack of offsetting underwriting income.  The Company was acquired by BIC on 
November 1, 2016, but did not begin writing business until February 2017. 

PENDING LITIGATION 

 The Company is not involved in any pending litigation which outcome could have a 
significant or material effect on its financial condition. 

FINANCIAL STATEMENTS 

The financial condition of the Company, as of December 31, 2016, and the results of its 
operations for the five-year period under examination, are reflected in the following statements*: 

Comparative Statement of Assets, Liabilities, Surplus and Other Funds; 
Comparative Statement of Income; 
Comparative Statement of Capital and Surplus; and 
Comparative Statement of Cash Flow 

 

*Note:  Some financials shown in this report may contain immaterial differences to those 
reported in the Company’s filed Annual Statements due to rounding errors.   

 

 

2016 2015 2014 2013 2012

Admitted assets 6,522,365$         7,563,148$         221,683,439$     205,871,359$     176,471,187$     
Liabilities 26,537$             851,626$            86,276,694$       83,478,576$       75,639,147$       
Surplus as regards policyholders 6,495,828$         6,711,522$         135,406,745$     122,392,783$     100,832,040$     
Gross premium written 0$                     0$                     0$                     0$                     0$                     
Net premium written 0$                     (62,577,157)$      0$                     0$                     0$                     
Underwriting gain/(loss) (25,768)$            796,857$            974,084$            (274,310)$           65,383$             
Investment gain/(loss) 142,984$            55,540,572$       3,950,014$         7,544,810$         6,639,575$         
Other gain/(loss) 0$                     (88,408)$            0$                     4,873$               13,797$             
Net income (215,314)$           56,146,882$       3,900,727$         6,050,601$         5,037,720$         
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Comparative Statement of Assets, Liabilities, Surplus and Other Funds 
As of December 31, 

 

 

2016 2015 2014 2013 2012
Bonds 5,316,444$         6,128,219$         10,157,469$       17,649,416$       51,883,405$       
Preferred stocks 0                       0                       32,000,000         32,000,000         32,000,000         
Common stocks 0                       0                       110,853,020       66,937,950         43,046,650         
Cash, cash equivalents, and short term investments 1,190,469           579,904             67,466,541         88,197,337         47,888,328         
Subtotals, cash and invested assets 6,506,913           6,708,123           220,477,030       204,784,703       174,818,383       
Investment income due and accrued 11,681               739,075             865,590             887,170             1,420,743           
Premiums and agents' balances due 0                       0                       13,424               13,424               13,424               
Amounts recoverable from reinsurers 0                       0                       170,299             169,625             168,892             
Funds held by or deposited with reinsured companies 0                       0                       11,217               11,217               11,217               
Current federal and foreign income tax recoverable and interest thereon 0                       0                       145,879             0                       30,649               
Net deferred tax asset 3,771                 0                       0                       0                       0                       
Receivable from parent, subsidiaries and affiliates 0                       115,950             0                       5,220                 7,879                 
Total 6,522,365$         7,563,148$         221,683,439$     205,871,359$     176,471,187$     

Losses 0$                     0$                     57,985,345$       59,066,616$       60,325,764$       
Reinsurance payable on paid loss and loss adjustment expenses 0                       0                       14,476               14,476               14,476               
Loss adjustment expenses 0                       0                       8,233,526           8,476,395           8,568,346           
Other expenses 26,537               0                       60,000               0                       60,000               
Current federal and foreign income taxes 0                       0                       0                       800,622             0                       
Net deferred tax liability 0                       0                       19,633,916         14,718,427         6,337,372           
Funds held by company under reinsurance treaties 0                       0                       38,544               83,544               83,544               
Provision for reinsurance 0                       0                       180,065             179,962             179,859             
Payable to parent, subsidiaries and affiliates 0                       126,676             130,822             138,534             69,786               
Aggregate write-ins for liabilities 0                       724,950             0                       0                       0                       
Total liabilities 26,537               851,626             86,276,694         83,478,576         75,639,147         
Common capital stock 3,000,000           3,000,000           3,000,000           3,000,000           3,000,000           
Gross paid in and contributed surplus 48,000,000         48,000,000         48,000,000         48,000,000         48,000,000         
Unassigned funds (surplus) (44,504,172)        (44,288,478)        84,406,745         71,392,783         49,832,040         
Surplus as regards policyholders 6,495,828           6,711,522           135,406,745       122,392,783       100,832,040       
Totals 6,522,365$         7,563,148$         221,683,439$     205,871,359$     176,471,187$     
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Comparative Statement of Income 
For the Year Ended December 31, 

 

Underwriting Income 2016 2015 2014 2013 2012
Premiums earned 0$                     (62,577,157)$      0$                     0$                     0$                     

Deductions:

   Losses incurred 0                       (55,413,678)        (1,115,788)          885                    (175,870)            

   Loss expenses incurred 0                       (7,964,578)          0                       0                       0                       
   Other underwriting expenses incurred 25,768               4,242                 141,704             273,425             110,487             
Total underwriting deductions 25,768               (63,374,014)        (974,084)            274,310             (65,383)              

Net underwriting gain or (loss) (25,768)              796,857             974,084             (274,310)            65,383               

Investment Income

Net investment income earned 142,984             4,032,452           3,950,014           5,536,310           6,639,575           

Net realized capital gains or (losses) 0                       51,508,120         0                       2,008,500           0                       

Net investment gain or (loss) 142,984             55,540,572         3,950,014           7,544,810           6,639,575           
Other Income

Net gain or (loss) from agents' or premium balances charged off 0                       0                       0                       0                       13,797               

Aggregate write-ins for miscellaneous income 0                       (88,408)              0                       4,873                 0                       
Total other income 0                       (88,408)              0                       4,873                 13,797               
Net income before dividends to policyholders and

   before federal and foreign income taxes 117,215             56,249,022         4,924,098           7,275,372           6,718,755           
Federal and foreign income taxes incurred 332,529             102,140             1,023,371           1,224,771           1,681,035           

Net income (215,314)$           56,146,882$       3,900,727$         6,050,601$         5,037,720$         
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Comparative Statement of Capital and Surplus 
For the Year Ended December 31, 
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Comparative Statement of Cash Flow 
For the Year Ended December 31, 
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SUMMARY OF EXAMINATION CHANGES 

There were no examination changes to the preceding financial statements as filed with 
regulatory authorities over the review period. 

NOTES TO FINANCIAL STATEMENTS 

ASSETS 

INVESTMENTS 

As of December 31, 2016, the Company’s invested assets were distributed as follows: 

 
 

The Company’s bond and short-term investment portfolio had the following quality and 
maturity profiles:

 
Bonds and cash are 96.7% of admitted assets, and 100.0% of the Company’s bonds have 

a NAIC investment grade rating of “highest quality.” The Company’s portfolio is highly liquid 
with 70.0% of bonds maturing in one year or less. 

The Company has no investments in affiliated companies.  The Company has a custodial 
agreement that is compliant with 31 Pa. Code § 148a.3 and a written investment policy as 
required by 40 P.S. § 653b(b). The Investment Policy is reviewed and approved on an annual 
basis by the Board. The Company was following its investment policy at December 31, 2016. 

 

Amount Percentage

Bonds 5,316,444$            81.7 %
Cash 973,618                 15.0 %
Short-term investments 216,852                 3.3 %
Totals 6,506,914$            100.0 %

NAIC Designation Amount Percentage
1 - highest quality 5,316,445$            100.0 %
Totals 5,316,445$            100.0 %

Years to Maturity Amount Percentage
1 year or less 3,721,642$            70.0 %
2 to 5 years 376,934                 7.1 %
6 to 10 years 532,935                 10.0 %
11 to 20 years 684,932                 12.9 %
Totals 5,316,444$            100.0 %
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LIABILITIES 

LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES 

The Company reported reserves in the amount of $0 for losses and $0 for loss adjustment 
expenses (“LAE”) on the December 31, 2016 Annual Statement. These amounts reflect the quota 
share reinsurance cession to Finial Insurance Company, as described above (see Reinsurance 
Ceded, page 8).    

Peter M. Shelley, FCAS, MAAA of Berkshire Hathaway Group Reinsurance Division, 
was the Company’s Appointed Actuary (“AA”) for the years ending 2012 through 2015.  For 
2016, the Board of Directors appointed David J. Otto, FCAS, MAAA of Willis Towers Watson 
to be the AA for the Company. 

The Department notes that the change in appointed actuary was made commensurate with 
the change in Company ownership. However, the Department did not receive timely notification 
of the appointment nor change in actuary, as required by the NAIC Annual Statement Instructions 
– Property and Casualty. 

For each year in the examination period, the AA provided a Statement of Actuarial 
Opinion stating that the loss and LAE reserve amounts make a reasonable provision as provided 
in the NAIC Annual Statement Instructions – Property and Casualty. 

A review of the Company’s historical carried reserve position in relation to its AA’s point 
estimate was performed by the Examiners for the years ending 2012 through 2016.  The source 
data for the review was the annual filings of Statements of Actuarial Opinion and Opinion 
Summaries.  The Examiners also reviewed the annual filings for compliance with regulatory 
requirements and found they substantially met those requirements. 

Based on the procedures performed and the results obtained, the examination team 
obtained sufficient documentation to support the conclusion that the Company’s carried loss and 
LAE reserve amounts are reasonably stated as of December 31, 2016. 

SUBSEQUENT EVENTS 

A review of post-balance sheet events was conducted for the period January 1, 2017 
through the report date and last day of fieldwork, April 11, 2018.  The review included 
examination of general journal entries, meeting minutes of directors, stockholders and important 
committees, inquiries of management regarding possible contingent liabilities, and legal matters. 

As the result of these procedures, the examiners found no quantitative or qualitative 
events that would significantly affect the financial statements of the Company. 
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RECOMMENDATIONS 

PRIOR EXAMINATION 

There were no recommendations from the prior examination. 

CURRENT EXAMINATION 

There are no recommendations from the current examination. 

CONCLUSION 

As the result of this examination, the financial condition of Philadelphia Reinsurance 
Corporation, as of December 31, 2016, was determined to be as follows: 

 
Since the previous examination, made as of December 31, 2011, the Company’s assets 

decreased by $147,048,672, its liabilities decreased by $73,016,868, and its surplus decreased by 
$74,031,804. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Amount Percentage

Admitted assets 6,522,365$            100.0 %

Liabilities 26,537$                 0.4 %
Surplus as regards policyholders 6,495,828              99.6 %
Total liabilities and surplus 6,522,365$            100.0 %

 
 

 



 
 

 


