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 Los Angeles, California 
 March 26, 2013 

Honorable Dave Jones 
Insurance Commissioner 
California Department of Insurance 
Sacramento, California 

 

 

Dear Commissioner: 

 

Pursuant to your instructions, an examination was made of the 

 

HOMESURE PROTECTION OF CALIFORNIA, INC. 

 

(hereinafter also referred to as the Company) at its home office and primary location of 

its books and records at 1625 N.W. 136th Avenue, Suite 200, Fort Lauderdale, Florida 

33323.  The Company’s agent for service of process is National Registered Agents, 

Inc., 2875 Michelle Dr., Suite 100, Irvine, California 92606.    

 

SCOPE OF EXAMINATION 

 

We have performed our single-state examination of the Company.  The previous 

examination of the Company was made as of December 31, 2008.  This examination 

covers the period from January 1, 2009 through December 31, 2011.  The examination 

was conducted in accordance with the National Association of Insurance 

Commissioners’ Financial Condition Examiners’ Handbook.  The Handbook requires the 

planning and performance of the examination to evaluate the Company’s financial 

condition, to identify prospective risks, and to obtain information about the Company, 

including corporate governance, identification and assessment of inherent risks, and the 

evaluation of the system controls and procedures used to mitigate those risks.  The 

examination also included an assessment of the principles used and the significant 

estimates made by management, as well as an evaluation of the overall financial 

statement presentation, and management’s compliance with Statutory Accounting 
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Principles and Annual Statement instructions.  All accounts and activities of the 

Company were considered in accordance with the risk-focused examination process.  

There was no coordination with affiliates in Virginia and Arizona. 

 

In addition to those items specifically commented upon in this report, other phases of 

the Company’s operations were reviewed including the following areas that require no 

further comment: corporate records; fidelity bonds and other insurance; pensions, stock 

ownership and insurance plans; loss experience; accounts and records; and statutory 

deposits. 

 

 
SUBSEQUENT EVENTS 

 
In July 2012 the Company paid its parent, HomeSure of America, Inc., an ordinary cash 

dividend of $3 million.  The California Department of Insurance received notification on 

July 26, 2012. 

 

COMPANY HISTORY 

 

The Company was incorporated on February 6, 1979 under the laws of the State of 

California, and is licensed to write home warranty business only in the State of 

California.  The Company underwent a series of name changes prior to becoming 

HomeSure Protection of California, Inc., on February 26, 1999. 

 

The capital structure of the Company includes 100,000 shares of its $20 par value 

common stock authorized, with 1,000 shares of its issued and outstanding to its parent 

company, HomeSure of America, Inc., a Florida company.   
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Dividends Paid to Parent 

 
During the examination period, the Company paid its parent, HomeSure of America, 

Inc., the following cash dividends: 

 
 

 
 

Type of 
Dividend 

California  
Department of 

Insurance 
Notification 

California 
Department of 

Insurance  
Approval 

 
 

Date 
Paid 

 
 

Amount 
Paid 

 
Ordinary 

 
12/04/2009 

 
Not required 

 
12/18/2009 

 
$   475,000 

 
Ordinary 

 
12/02/2010 

 
Not required 

 
12/20/2010 

 
848,000 

 
Ordinary 

 
04/04/2011 

 
Not required 

 
04/19/2011 

 
1,375,000 

 
Extraordinary 

 
06/01/2011 

 
06/26/2011 

 
07/01/2011 

 
3,000,000 

 
Total $5,698,000 

 

 

MANAGEMENT AND CONTROL 

 

The Company is a wholly-owned subsidiary of HomeSure of America, Inc.  The ultimate 

controlling persons are four individuals from the Wolk Family:  Howard Wolk, Jeffrey 

Wolk, Sidney Wolk, and Robin Wolk.  The following chart depicts the relationship of the 

Company and its affiliates (all ownership is 100% unless otherwise indicated): 
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Jeffery Wolk  
Howard Wolk 
Sidney Wolk 
Robin Wolk 

Cross Country Home 
Holdings, Inc.            

(Florida) 

Cross Country Home 
Services, Inc.         

(Delaware) 

HomeSure Corporation 
(Florida) 

HMS National, Inc.           
(Florida) 

HomeSure   
Services, Inc.  

(Florida) 

HomeSure of        
America, Inc.        

(Florida) 

HomeSure 
Protection of 

California, Inc.     
(California) 

HomeSure of 
Virginia, Inc.       

(Virginia) 

HomeSure of 
Arizona, Inc.        

(Arizona) 
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The three members of the board of directors are elected annually, and they manage the 

business and affairs of the Company.  Following are members of the board and 

principal officers of the Company serving at December 31, 2011 

 

Directors 

Name and Residence Principal Business Affiliation 

Howard L. Wolk 
Brookline, Massachusetts  

Vice President  
Cross Country Home Holdings, Inc.  

Jeffrey C. Wolk 
Brookline, Massachusetts 

Vice President 
Cross Country Home Holdings, Inc. 

Sidney D. Wolk 
Boston, Massachusetts 

Vice President 
Cross Country Home Holdings, Inc. 

 

Principal Officers 

 

Name Title 

Sandra C. Finn President 
Tami M. Thraum Chief Financial Officer, Secretary, and 

  Treasurer 
Howard L. Wolk  Vice President 
Thomas C. Canterberry * Vice President 
 

* On December 14, 2012, Thomas Canterberry resigned. 

 

Management Agreement 

 

Management Agreement:  The Company does not have any direct employees.  Since 

October 1, 1998, it has been a party to an amended management agreement with its 

affiliate, Cross Country Home Services, Inc. (CCHS).  Under the terms of the amended 

management agreement, CCHS has managed the Company’s home warranty business, 

including the appointment of independent service contractors, the settlement of claims, 

the payment of expenses, the collection of premiums, the accounting functions, 
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marketing services, and other regulatory matters.  Because the Company was not able 

to substantiate that the October 1, 1998 amended management agreement was 

approved by the California Department of Insurance (CDI), the agreement was 

amended effective December 18, 2009, and approved on July 21, 2010.  Under the 

terms of the amended and approved management agreement, the services previously 

disclosed above continue to be provided, plus premium collections by CCHS are now 

held in a fiduciary capacity and paid to the Company within 30 days after month closing.  

Direct costs continue to be reimbursed on an actual cost basis; and indirect costs are 

allocated among the affiliates based on the percentage of home protection contracts 

written by each company within the CCHS group of companies.  Under the terms of the 

management agreement, total costs paid by the Company to CCHS for the 2009, 2010, 

and 2011 totaled, $3,118,969; $3,768,140; and $7,283,886; respectively.  The direct 

portion for 2009, 2010, and 2011 totaled $988,829; $1,218,421; and $2,261,231; 

respectively.  The indirect portion for 2009, 2010, and 2011 totaled $2,130,140; 

$2,549,719; and $5,022,655; respectively. 

 

Tax Sharing Agreement 

 

Tax Sharing Agreement:  The Company’s ultimate parent company, Cross Country 

Home Holdings, Inc., files a consolidated federal income tax return pursuant to a tax 

sharing agreement effective March 1, 2005.  The annual tax liability of the participants 

to the agreement which includes the Company is based on the participants’ separate 

taxable income with credits for operating losses or other items used in the consolidated 

return.  This tax sharing agreement was approved by the California Department of 

Insurance on October 12, 2005.  During the three year examination period, the 

Company paid the following federal income taxes: 
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Year Amount 
2009       $    389,386   
2010 531,528  
2011   1,769,339  

 

 

TERRITORY AND PLAN OF OPERATION 

 

The Company is licensed to write home protection contracts only in California.  Net 

contract fees written during 2009, 2010, and 2011 totaled $7,385,760; $14,720,604; and 

$17,061,770; respectively.   

 

The Company approved independent contractors are utilized throughout California for 

the servicing of its claims.  The Company’s business is marketed and produced through 

the following sources: 

 

• The Company’s products are marketed to the customers of various third party 

clients which include: Bank of America, N.A., Ocwen Financial Corporation; and 

GMAC Mortgage, LLC; 

• Through its management agreement with Cross Country Home Services, Inc. 

(CCHS), the Company receives marketing services provided by HMS National, 

Inc., an affiliated company; 

• The Company sells directly to the public through its web site and its service 

centers in Fort Lauderdale, Florida and in Anderson, South Carolina. 

 

On June 1, 2009, the Company’s affiliate, CCHS, entered into an agreement with a 

Third Party (TP).  The agreement dealt with Real-Estate Owned (REO) properties 

owned and sold by the TP.  These are homes that have been through the entire 

foreclosure process and are then purchased by new homebuyers.  Under the terms of 

the agreement, and upon the sale of a TP REO property, CCHS furnished homebuyers 

of the TP REO California properties with a two-year home warranty contract paid for by 

the TP.  CCHS utilized the Company to issue the California home warranty contracts 

under this agreement.  As discussed within the growth of company section of this report, 
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this agreement significantly impacted an increase in net contract fees written by the 

Company during the entire duration of the agreement.  The CCHS agreement with the 

TP expired on May 31, 2012. 

 

GROWTH OF COMPANY 

 

The Company has experienced significant growth since the last examination and 

subsequent to this examination period, as shown in the following table: 
 

      
  Surplus  Net  
 Admitted as Regards Contract Fees Underwriting Net 

Year Assets Contractholders Written Gain/(Loss) Income 
      

2008* 8,944,465 4,867,280 6,182,497 688,721 425,962 
      

2009 11,429,226 6,541,643 7,385,760 1,227,443 848,482 
      

2010 19,717,803 8,153,696 14,720,604 3,583,965 2,226,014 
      

2011 20,506,042 6,688,227 17,061,770 4,245,310 3,076,240 
      

2012** 17,362,726 6,787,862 12,793,548 5,000,359 3,660,665 
*  - Prior examination year 
** - Subsequent period examination year 
 

As discussed within the Territory and Plan of Operation section of this report, the 

Company’s significant growth during the examination period is a result of the 

combination of growth from the Company’s existing business and the June 1, 2009 

contract agreement between the Third Party (TP) and Cross Country Home Services, 

the Company’s affiliate, to homebuyers with a two-year home warranty contract paid for 

by the TP.  The contract agreement expired on May 31, 2012. 
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REINSURANCE 

 

The Company did not assume or cede any reinsurance during the examination period. 

 

FINANCIAL STATEMENTS 

 
The financial statements prepared for this examination report include: 

 

     Statement of Financial Condition as of December 31, 2011 
 
     Underwriting and Investment Exhibit for the Year Ended December 31, 2011 
 
     Reconciliation of Surplus as Regards Contractholders from December 31, 2008 
         through December 31, 2011 
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Statement of Financial Condition 
                                                   as of December 31, 2011     

   Ledger and 
    Nonledger  Assets Not   Net Admitted 
Assets       Assets     Admitted        Assets  Notes 
 
Bonds $ 15,214,466 $  $ 15,214,466  
Cash and short-term investments  329,279    329,279  
Home protection contract fees receivable  4,150,816    4,150,816  
Federal income tax recoverable  699,687    699,687  
Interest, dividends and real estate income      
     due and accrued  111,794    111,794  

Total assets $ 20,506,042 $                     $ 20,506,042  

Liabilities, Surplus and Other Funds 

Claims adjusted and unpaid or in process of adjustment     $ 624,539     (1)  
Claims service expense      70,951 
Other expenses      8,378  
Taxes, licenses and fees      91,843  
Federal and foreign income taxes      1,503,000  
Unearned home protection contract fees      11,357,983  
Payable to affiliated companies      161,121  

    Total liabilities   13,817,815  

Common capital stock $ 20,000 
Gross paid-in and contributed surplus  902,604  
Unassigned funds (surplus)   5,778,123 
Less:  Treasury stock, at cost  (12,500) 
     Surplus as regards contractholders    6,688,227  

 Total liabilities, surplus and other funds   $       20,506,042  
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Underwriting and Investment Exhibit 
for the Year Ended December 31, 2011 

Statement of Income 

Underwriting Income 

Home protection contract fees earned   $ 14,979,843 

Deductions: 

    Claims incurred $ 3,450,647 
    Claims service expenses incurred  2,261,231 
    Other expenses incurred   5,022,655 
 
         Total underwriting deductions    10,734,533 
 
Net underwriting gain  4,245,310 

Investment Income 

Net investment income earned   $ 334,468 
Net realized capital loss       (538) 

Total investment gain   333,930 

Net income before federal income taxes  4,579,240 
Federal income taxes incurred   1,503,000 
 

Net income  $ 3,076,240 

 Capital and Surplus Account 

Surplus as regards contractholders, 
    December 31, 2010  $ 8,153,696 

Net income $ 3,076,240 
Change in nonadmitted assets (333,657) 
Surplus adjustments:  
    Transferred from capital (dividend paid to stockholders) (4,375,000) 
Change in deferred federal income taxes  166,948 

Change in surplus as regards contract holders for the year   (1,465,469) 

Surplus as regards contractholders, 
     December 31, 2011  $ 6,688,227 
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Reconciliation of Surplus as Regards Contractholders 
from December 31, 2008 through December 31, 2011 

Surplus as regards contractholders, 
    December 31, 2008 per Examination  $ 4,867,280 

      Gain in     Loss in 
      Surplus        Surplus  

Net income $ 6,150,736 $ 
Change in nonadmitted assets  364,531   
Change in deferred tax assets 51,782 
Surplus adjustments: Paid-in   
    Transferred from capital  5,698,000 
Change in deferred federal income taxes  951,898   

Total gains and losses $       7,518,947 $ 5,698,000 

Net increase in surplus as regards contractholders   1,820,947 

Surplus as regards contractholders, 
    December 31, 2011, per Examination  $ 6,688,227 
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COMMENTS ON FINANCIAL STATEMENT ITEMS 

 
(1) Claims Adjusted and Unpaid or in Process of Adjustment  

 

Based on a review of claim payments and reserves subsequent to the examination 

date, the reserve for the above captioned account appears to be reasonable and has 

been accepted for purposes of this examination. 

 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

 

Current Report of Examination 

 

None. 

 

Previous Report of Examination 

 

Management and Control – Management Agreement (Page 4):  It was recommended 

that the Company submit an amended agreement that would meet the California 

Department of Insurance’s (CDI) guidelines for approval of management agreements to 

the CDI for approval in accordance with California Insurance Code (CIC) Section 

1215.5(b)(4).  The Company complied with this recommendation. 

 

Corporate Records (Page 5):  It was again recommended that the Company comply 

with CIC 735.  The Company complied with this recommendation. 

 

Comments on Financial Statement Items –Cash and Short-term Investments (Page 10):  

It was recommended that the Company discontinue commingling its funds with its 

affiliates and deposit its funds in its California bank account or establish a proper 

fiduciary account.  The Company complied with this recommendation. 
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Comments on Financial Statement Items –Federal Income Tax Recoverable (Page 10):  

It was recommended that the Company use the statutory balance sheet approach to 

assure completeness and accuracy of the deferred tax inventories particularly in the tax 

basis calculations in accordance with Statement of Statutory Accounting Principles No. 

10, paragraph 6a.  The Company complied with this recommendation. 

 

Comments on Financial Statement Items – Federal Income Tax Payable (Page 11):  It 

was recommended that the Company settle its federal taxes in accordance with its 

intercompany tax sharing agreement.  The Company complied with this 

recommendation. 



 
ACKNOWLEDGMENT 

 

The courtesy and cooperation extended by the Company’s officers and parent’s 

employees during the course of this examination are hereby acknowledged. 

 

Respectfully submitted, 

15 

 

_________/s/__________________ 

Bridget Lopez, CFE,   
Examiner-In-Charge 
Associate Insurance Examiner 
Department of Insurance 
State of California 
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