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Los Angeles, California
October 16, 2015

Honorable Dave Jones

Insurance Commissioner
California Department of Insurance
Sacramento, California

Dear Commissioner:

Pursuant to your instructions, an examination was made of the

WESTCOR LAND TITLE INSURANCE COMPANY

(hereinafter also referred to as the Company) at its home office located at 875
Concourse Parkway South, Suite 200, Maitland, Florida 32751.

SCOPE OF EXAMINATION

We have performed our multi-state examination of the Company. The previous
examination of the Company was as of December 31, 2011. This examination covered
the period of January 1, 2012 through December 31, 2014.

The examination was conducted in accordance with the National Association of
Insurance Commissioners Financial Condition Examiners Handbook (Handbook). The
Handbook requires the planning and performance of the examination to evaluate the
Company’s financial condition, assess corporate governance, identify current and
prospective risks, and evaluate system controls and procedures used to mitigate those
risks. 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 includes 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 findings of fact and general information about the
Company and its financial condition. There might be other items identified during the
examination that, due to their nature (e.g., subjective conclusions, proprietary
information, etc.), were not included within the examination report but separately

communicated to other regulators and/or the Company.

COMPANY HISTORY

The Company was incorporated on January 11, 1993 in the state of Nevada and it
commenced business on May 7, 1993 as Nevada Title Insurance Company. On
September 8, 1998, the Company changed its name to Westcor Land Title Insurance

Company. The Company transferred domicile to California on February 11, 2000.

In 2014, the Company incorporated a wholly-owned subsidiary, Westcor Global
Holdings, Inc. (WGH) to buy and hold the shares of other companies. In August 2014,
WGH purchased 49% of the stock of X1 Analytics, Inc. (X1). X1 develops products and
services that are designed to meet the needs of lenders, brokers, investors, and title
insurers. In October 2014, WGH also purchased 100% of the stock and assets of
Realty Data Company, LLC (RDC). RDC has developed technology based solutions to

streamline title production.

Capitalization

The Company is authorized to issue 31,000 shares of common stock with a par value of
$65 per share. As of December 31, 2014, there were 18,831 shares issued and
outstanding.



The Company is also authorized to issue 10,000 shares of preferred stock. On
December 12, 2013, the California Department of Insurance (CDI) approved the
Company’s First Amendment to the Securities Permit (Amendment) authorizing the
preferred stock to be convertible shares with a 10% dividend payable annually for five
years beginning in 2010 through December 31, 2015 of which 6,496 shares have been
designated Series A Convertible Preferred Stock (Series A) with a par value of $0 per
share. As of December 31, 2014, there were 4,330 shares of Series A issued and
outstanding. The holders of Series A are entitled to receive annual dividends at the
current rate of 10% of the Series A Original Issue Price, payable annually, when, and if
declared by the board of directors. Such dividends are cumulative. The preferred
stock, as well as any preferred share dividends, is convertible to common stock at the
option of the preferred shareholders.

Dividends

In 2012, the Company declared ordinary preferred stock dividends to its preferred stock
shareholders totaling $200,000 for the year ending 2011. The preferred stock dividends

were converted to 433 shares of common stock on a non-cash basis in 2013.

In 2013, the Company declared ordinary preferred stock dividends to its preferred stock
shareholders totaling $400,000 for the years ending 2012 and 2013. The preferred
stock dividends were converted to 866 shares of common stock on a non-cash basis in
2014. In 2013, the Company also declared ordinary cash common stock dividends to
its shareholders in the amount of $1,000,000, which was paid in 2014.

In 2014, the Company declared ordinary preferred stock dividends to its preferred stock
shareholders totaling $200,000 for the year ending 2014. The preferred stock dividends
were immediately converted to 433 shares of common stock on a non-cash basis. In
2014, the Company also declared and paid ordinary cash common stock dividends to its
shareholders in the amount of $500,000.



MANAGEMENT AND CONTROL

The Company is a member of an insurance holding company system of which
Terry L. Wright is the ultimate controlling person. Terry L. Wright owns 100% of NTC
Global Holding Group (NTC Global) and is the trustee for the Terry L. Wright Living
Trust 2013 (Trust). The Company is owned 37.05% by NTC Global, 37.03% by Mother
Lode Holding Company, 13.84% by the Trust, 7.46% by Mary O’Donnell, and 4.62% by
Robbie Graham. Following is an abridged organizational chart showing the owners and
subsidiaries of the Company as of December 31, 2014 (all ownership is 100% unless

otherwise noted):

HI(\)IIL%; g?oﬂp H oll\(/lj?r:ge(r:(l)_r%(;)(;ny Terry L. Wright Mary Robbie

(Nevada) (California) Living Trust 2013 O'Donnell Graham

37.05% 37.03% 13.84% 7.46% 4.62%
70%

Nevada Title Westcor Land Title Insurance Company

Company (California)

(Nevada)

8.1%
Westcor Global Holdings, Inc. NTC1, LP
(Nevada) (Nevada)
4% | ‘ |
X1 Analytics, Inc. Realty Data Company, LLC
(Texas) (Colorado)

The five members of the board of directors, who are elected annually, manage the
business and affairs of the Company. Following are members of the board and principal

officers of the Company serving at December 31, 2014:



Name and Location

Terry L. Wright
Las Vegas, Nevada

David M. Philipp
El Dorado Hills, California

Robbie D. Graham
Las Vegas, Nevada

Mary O’Donnell
Orlando, Florida

Roy W. Lassiter
Winter Park, Florida

Name

Mary O’Donnell
Patricia W. Bower
Michael Schefstad

Directors

Principal Business Affiliation

Chairman of the Board
Nevada Title Company

Chief Financial Officer
Mother Lode Holding Company

President
Nevada Title Company

President and Chief Executive Officer
Westcor Land Title Insurance Company

Former President
American Pioneer Title Company

Principal Officers

Title

President and Chief Executive Officer
Secretary and General Counsel
Treasurer and Chief Financial Officer

It was noted that the Insurance Holding Company System Annual Registration
Statements filed with the California Department of Insurance (CDI) for 2013 and 2014,
did not include statements that the board of directors is responsible for overseeing
corporate governance and internal controls and that the insurer’'s officers or senior
management have approved, implemented, and continue to maintain and monitor
corporate governance and internal control procedures. Such statements are required by
the recently enacted California Insurance Code Section (CIC) 1215.4(b)(6). It is
recommended that the Company implement procedures to comply with CIC Section
1215.4(b)(6) for future Insurance Holding Company System Annual Registration

Statement filings.



Audit Committee

The Company’s Audit Committee is not compliant with the California Code of
Regulations (CCR), Title 10, Chapter 5, Subchapter 3, Article 3.3, Section 2309.14 (b)
and (g), Requirements for Audit Committee. The Company wrote over $308.7 million in
premium in 2013, and wrote approximately $299.4 million in 2014. The CCR requires a
majority of independent audit committee membership for insurers with $300 to $500
million in premium. The Company’s audit committee did not have a majority of
independent members in both 2013 and 2014. Further, the CCR requires each member
of the Audit Committee shall be a member of the board of directors of the insurer. The
Company’s Audit Committee included a member that was not a member of the board of
directors. It is recommended the Company comply with the Requirements for Audit
Committee described in the CCR, Title 10, Chapter 5, Subchapter 3, Article 3.3, Section
2309.14(b) and (g).

Management Agreements

Cost Sharing Agreement: Effective July 31, 2003, the Company entered into a Cost
Sharing Agreement with Mother Lode Holding Company (MLHC). Under the terms of
this Agreement, the following services are performed on behalf of the Company by
MLHC: treasurer, legal, claims, underwriting, general counsel, and data processing
services. The Company reimburses MLHC on an actual cost basis. This Agreement
was approved by the CDI pursuant to CIC Section 1215.5(b)(4) on September 15, 2006.

Amounts paid under this Agreement during the examination period were immaterial.

Amended Cost Sharing Agreement: Effective July 25, 2005, the Company entered into
an Amended Cost Sharing Agreement with Nevada Title Company (NTC), a subsidiary
of NTC Global Holding Group. Under the terms of this Agreement, the following
services are shared between the Company and NTC: accounting services; facilities and
supplies; data processing service; human resources; and administrative and other
services. Each party is charged a monthly amount at actual cost based on a staff

allocation time study. This Agreement was approved by the CDI pursuant to CIC



Section 1215.5(b)(4) on September 15, 2006. Amounts paid under this agreement

during the examination period were immaterial.

TERRITORY AND PLAN OF OPERATION

As of December 31, 2014, the Company was licensed to write title insurance in the

District of Columbia and the following states:

Alabama Maine Ohio

Arizona Maryland Oklahoma
Arkansas Massachusetts Oregon
California Michigan Pennsylvania
Colorado Minnesota Rhode Island
Connecticut Mississippi South Dakota
Delaware Missouri Tennessee
Florida Montana Texas
Georgia Nebraska Utah

Hawaii Nevada Vermont
Idaho New Hampshire Virginia
lllinois New Jersey Washington
Indiana New Mexico West Virginia
Kansas New York Wisconsin
Kentucky North Carolina Wyoming
Louisiana North Dakota

In 2014, the Company reported direct written premiums of $299,421,000. The following

chart reflects the five largest producing states:

States Direct Premium Written Perce;rt:r%ieu?]:SDirect
Florida $57,925,000 19.3%
California $54,491,000 18.2%
New York $34,181,000 11.4%
Texas $26,147,000 8.7%
Colorado $26,046,000 8.7%




During the examination period, the Company acquired business directly and through
affiliated and non-affiliated agents for residential title insurance policies as a primary
insurer. As of December 31, 2014, the Company had 1,044 active agents. Affiliated
agents include Placer Title Company, National Closing Solutions, North Idaho Title
Insurance, Montana Title & Escrow, and Wyoming Title & Escrow (all 100% owned by
Mother Lode Holding

REINSURANCE

Quota Share

Effective December 1, 2013, the Company entered into a Quota Share Reinsurance
Agreement with NewSource Reinsurance Company Ltd (NewSource), an unauthorized
reinsurance company registered in Bermuda. The Company served as the direct agent
and reinsured 95% of an immaterial segment of business representing approximately
1.84% of the Company’s total premium to NewSource. Effective December 31, 2014, a
novation and transfer agreement was entered into between the Company, NewSource,
and Hannover Re (Ireland) Ltd. (Hannover Re), an unauthorized reinsurance company
registered in Ireland, wherein Hannover Re agreed to perform all duties and obligations

on behalf of NewSource.

Assumed

The Company did not have any material assumed reinsurance transactions during the

examination period.



Ceded

As of December 31, 2014, the Company had the following excess of loss reinsurance

contracts inforce:

(various), authorized and
Aspen Insurance UK
Limited, unauthorized

loss (UNL), any one loss
occurrence

[PE of Reinsurer’'s Name Company’s Retention Reinsurer’s Limit
Contract
First Layer Lloyds Syndicates $1 million ultimate net $1 million UNL excess $1

million, each and every loss
occurrence

Second Layer

Lloyds Syndicates
(various), authorized

$2 million UNL, any one
loss occurrence

$3 million UNL excess $2
million, each and every loss
occurrence

Third Layer

Lloyds Syndicates
(various),authorized and
Aspen Insurance UK
Limited, unauthorized

$5 million UNL, any one
loss occurrence

$6 million UNL excess $5
million, each and every loss
occurrence

Fourth Layer

Lloyds Syndicates
(various), authorized

$11 million UNL, one any
loss occurrence

$12 million UNL excess $2
million, each and every loss
occurrence

ACCOUNTS AND RECORDS

During the course of the examination, a review was made of the Company’s general

controls over its information systems. As a result of this review, findings were noted.

These findings were presented to the Company along with recommendations to

strengthen its controls. The Company should evaluate the recommendations and make

appropriate changes to strengthen its information system controls.




FINANCIAL STATEMENTS

The following financial statements are based on the statutory financial statements filed
by the Company with the California Department of Insurance and present the financial
condition of the Company for the period ending December 31, 2014. The
accompanying comments on financial statements reflect any examination adjustments
to the amounts reported in the annual statements and should be considered an integral
part of the financial statements. There were no examination adjustments made to

surplus as a result of the examination.

Statement of Financial Condition as of December 31, 2014
Underwriting and Investment Exhibit for the Year Ended December 31, 2014

Reconciliation of Surplus as Regards Policyholders from December 31, 2011
through December 31, 2014

10



Statement of Financial Condition

as of December 31, 2014

Assets

Bonds

Common stocks

Properties held for sale

Cash and short-term investments

Other invested assets

Title plants

Investment income due and accrued

Uncollected premiums and agents’ balances in
course of collection

Net deferred tax asset

Guaranty funds receivable or on deposit

Electronic data processing equipment and software

Furniture and equipment

Health care and other amounts receivable

Aggregate write-ins for other than invested assets

Total assets

Liabilities, Surplus and Other Funds

Known claims reserve

Statutory premium reserve

Other expenses

Taxes, licenses and fees

Current federal taxes

Premiums and other consideration received in advance
Funds held by company under reinsurance treaties
Aggregate write-ins for liabilities

Total liabilities

Common capital stock
Preferred capital stock
Gross paid-in and contributed surplus
Unassigned funds (surplus)
Surplus as regards policyholders

Total liabilities, surplus and other funds

Ledger and
Nonledger Assets Not Net Admitted
Assets Admitted Assets Notes
$ 53,474,324 $ $ 53,474,324
1,795,756 1,795,756 Q)
429,308 429,308
17,222,695 17,222,695
1,930,895 150,837 1,780,058
203,822 203,822
567,881 567,881
7,020,304 7,020,304
3,088,900 2,848,240 240,660
70,635 70,635
343,324 343,324 0
1,298,600 1,298,600 0
8,431 8,431 0
754,587 754,587 0
$ 88,209,462 $ 5,404,019 $ 82,805,443

11

$ 1,224,015
2,000,460
3,345,639

17,207,004

$ 1,446,920
51,236,944
4,431,556
622,184
358,829

5,447

322,544

603,901

59,028,325

23,777,118

$ 82,805,443

(2)
)



Underwriting and Investment Exhibit
for the Year Ended December 31, 2014

Statement of Income

Operating Income

Title insurance premium earned $ 282,673,016
Other title fees and service charges 6,742,275

Total operating income $ 289,415,291
Deductions:

Losses and loss adjustment expenses incurred $ 4,613,692

Operating expenses incurred 279,829,459
Total underwriting deductions 284,443,151
Net operating gain 4,972,140

Investment Income

Net investment income earned $ 1,645,026
Net realized capital gain 7
Net investment gain 1,645,033
Net income, after capital gains tax and before all other federal income taxes 6,617,173
Federal and foreign income taxes incurred 1,977,157
Net income $ 4,640,016

Capital and Surplus Account

Surplus as regards policyholders,

December 31, 2013 $ 19,800,650
Net income $ 4,640,016
Change in net deferred income tax 242,920
Change in nonadmitted assets (406,468)
Capital changes:
Transferred from surplus (400,000)
Surplus adjustments:
Transferred from capital 400,000
Dividends to stockholders (500,000)
Change in surplus as regards policyholders for the year 3,976,468

Surplus as regards policyholders,
December 31, 2014 $ 23,777,118

12



Reconciliation of Surplus as Regards Policyholders

from December 31, 2011 through December 31, 2014

Surplus as regards policyholders,
December 31, 2011

Net income

Change in net deferred income tax
Change in nonadmitted assets

Capital change: Transferred from surplus
Surplus adjustment: Transferred to capital
Dividends to stockholders

Total gains and losses

Net increase in surplus as regards policyholders

Surplus as regards policyholders,
December 31, 2014

$ 13,817,151
Gain in Loss in
Surplus Surplus
$ 12,803,033 $
1,331,707
2,674,773
800,000
800,000
1,500,000
$ 14,934,740 $ 4,974,773

13

9,959,967

$ 23,777,118



COMMENTS ON FINANCIAL STATEMENT ITEMS

(1) Common Stocks

The Company’s Common Stock investment of $1,795,756 represents its holding of
Westcor Global Holdings, Inc. (WGH), a wholly-owned subsidiary. The Company
incorporated WGH to buy and hold the share of other companies. During 2014, WGH
purchased a 49% stock ownership in X1 Analytics, Inc. (X1), and a 100% stock
ownership in Realty Data Company, LLC (RDC). The Company reported subsidiary
investment of WGH at the initial cash acquisition cost of X1 and RDC on the statutory

financial statements filed as of December 31, 2014.

(2) Known Claims Reserve and Statutory Premium Reserve

A Casualty Actuary from the California Department of Insurance (CDI) reviewed the
Company’s carried total Schedule “P” reserves and determined that they were
reasonable. Furthermore, it was determined that no supplemental reserve was
necessary because the Company’s Known Claims Reserve of $1,446,920 plus its
Statutory Premium Reserve of $51,236,944 exceeded the total Schedule “P” reserves of
$39,743,000.

SUBSEQUENT EVENTS

As noted in the Comments on Financial Statement Items of this report, the Company
reported subsidiary investment of Westcor Global Holdings, Inc. (WGH), a wholly-
owned subsidiary, at the initial cash acquisition cost of X1 Analytics, Inc. (X1) and
Realty Data Company, LLC (RDC) in the statutory financial statements filed as of
December 31, 2014. Subsequent to filing 2014 Annual Statements, the Company
recorded an increase adjustment to its subsidiary investment of WGH as of
December 31, 2014. An adjustment was made in the June 30, 2015 quarterly
statement to increase the prior-year reported value of common stock from $1,795,756 to
$7,387,628, and the June 30, 2015 current value of common stock to $7,705,905. The

14



increase in value was derived from the estimated fair value of the title plant held as an
asset by RDC. The California Department of Insurance (CDI) is currently in the process
of reviewing the Company’s methodology and basis of valuation for the reported value
of the title plant owned by RDC.

On August 17, 2015, pursuant to California Insurance Code Section 1215.5(b)(4), the
Company filed a Prior Notice of Transaction with the CDI for a service agreement
between the Company and RDC. Under the proposed terms of this agreement, RDC
provides the title services consisting of title searches and reports in the various states in
which the Company transacts business. The service fees to be charged by RDC to the
Company are the same or less than the fees charged to other customers of RDC. The
agreement was currently under review by the CDI for approval as of the date of this

report.

SUMMARY OF COMMENTS AND RECOMMENDATIONS

Current Report of Examination

Management and Control (Page 5): It is recommended that the Company implement
procedures to comply with California Insurance Code (CIC) Section 1215.4(b)(6) in its

Insurance Holding Company System Annual Registration Statement filings.

Management and Control — Audit Committee (Page 6): It is recommended the Company
comply with the Requirements for Audit Committee described at the California Code of
Regulations, Title 10, Chapter 5, Subchapter 3, Article 3.3, Section 2309.14(b) and (g).

Accounts and Records (Page 9): The Company should evaluate the recommendations

from the information systems controls review and make appropriate changes to

strengthen its controls over its information systems.

15



Previous Report of Examination

Company History — Dividends Paid to Shareholders (Page 3): It was recommended the
Company implement procedures to ensure the issuance of dividends comply with CIC

Section 1215.4(f). The Company is how in compliance.

Company History — Dividends Paid to Shareholders (Page 3): It was recommended the
Company implement procedures to ensure that a securities permit is obtained from the
CDI for any new issuance of shares of capital stock in accordance with CIC Section
827. The Company has obtained a securities permit.

Reinsurance — Ceded (Page 7): It was recommended the Company ensure that the
early termination provision in its reinsurance agreements comply with California Code of
Regulations, Title 10, Chapter 5, Subchapter 3, Article 3, Section 2303.14(b)(1),

paragraphs (A) and (B). The Company is now in compliance.

Reinsurance — Ceded (Page 7): It was recommended that the Company amend the
Governing Law clause in the Excess of Loss reinsurance agreement with Lloyd's of
London to state that the agreement shall be governed by and construed in accordance
with the laws of the State of California. Upon renewal of this reinsurance agreement in

2015, the Company amended the clause to comply with the recommendation.

Accounts and Records (Page 9): It was recommended the Company adopt formal
procedures to identify and report escheatable items with the State Controller’s Office in
accordance with the Unclaimed Property Law. The Company now has a procedure in
accordance with the Unclaimed Property Law.

Comments on Financial Statement Items — Other Invested Assets (Page 14): It was
recommended the Company implement procedures to ensure that its excess funds
investments comply with CIC Section 1196(c), and that loans are reported on the proper

annual statement line in accordance with the National Association of Insurance

16



Commissioners (NAIC) Annual Statement Instructions. The Company is now in

compliance.

Comments on Financial Statement Items — Known Claim Reserves and Statutory
Premium Reserves (Page 15): It was recommended the Company submit a request for
a Permitted Accounting Practice to the California Department of Insurance (CDI) for a
departure from the guidance in the NAIC Statements of Statutory Account Principle
(SSAP) No. 57. Due to revisions in SSAP No.57, it is no longer necessary to submit a

request for a Permitted Accounting Practice to the CDI.

Comments on Financial Statement Items — Common Capital Stock and Unassigned
Funds (Page 15): It was recommended that the Company implement procedures to
ensure that changes to the capital and surplus accounts are properly accounted. The

Company is now in compliance.

Comments on Financial Statement Items — Uncollected Premiums and Agents’
Balances (Page 16): It was recommended the Company non-admit uncollected
premiums and agents’ balances that are over 90 days in accordance with the NAIC
SSAP No. 6, paragraph 9. The Company is now in compliance.

17
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Respectfully submitted,

IS/
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