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Los Angeles, California
July 13, 2012

Honorable Dave Jones

Insurance Commissioner
California Department of Insurance
Sacramento, California

Dear Commissioner:

Pursuant to your instructions, an examination was made of the

WEFG TITLE INSURANCE COMPANY

(hereinafter also referred to as the Company) at the Company’s statutory home office located at
16700 Valley View Avenue, Suite 275, La Mirada, California 90638. The primary location of the
Company’s books and records is at the office of the Company’s affiliate, WFG National Title
Insurance Company located at 7401 Carmel Executive Park Drive, Suite 105, Charlotte, North
Carolina 28226.

SCOPE OF EXAMINATION

We have performed our single-state examination of the Company. The last examination was
completed 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 Principles and Annual Statement instructions. All accounts and activities of

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

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; growth

of company; statutory deposits; and sales and advertising.

COMPANY HISTORY

WEFG Title Insurance Company, formerly known as TransUnion Title Insurance Company (TUTIC),
was incorporated in California on December 22, 1925, under the laws of in the State of California

and was licensed as a title insurer in California on March 1, 1926.

On November 13, 2009, the Williston Financial Group, LLC acquired TUTIC for $2.3 million in
cash. Approval of the purchase was granted by the California Department of Insurance (CDI) on
February 26, 2010. On April 2, 2010, the Secretary of State approved an amendment to the
Company’s Article of Incorporation which changed the Company’s name to WFG Title Insurance

Company. On June 23, 2010, the CDI was notified of the name change, effective June 16, 2010.

MANAGEMENT AND CONTROL

The Company is a member of an insurance holding company system. The Company is wholly-
owned subsidiary of Williston Financial Group, LLC (WFG), a Delaware corporation. WFG in turn,
is a wholly-owned subsidiary of Williston Holdings, LLC, a Delaware company. The following
abridged organizational chart depicts the Company’s relationship within the holding company

system:



Williston Holdings, LLC
(Delaware)

Williston Financial Group, LLC

(Delaware)
| | |
WFG Title WEFG National Title WEFG Lender
Insurance Company Insurance Company Services, LLC
(California) (South Carolina) (Minnesota)

WEFG National Title
Company of Washington, LLC
(Washington)

All ownership is 100%

Management of the Company is vested in a five-member board of directors elected annually. A

listing of the members of the board and principal officers serving on December 31, 2011 follows:



Directors

Name and Residence Principal Business Affiliation
Kenneth J. Diekroeger Managing Director

San Francisco, California Golden Gate Capital

Douglas M. Haines, Jr. ) Vice President

Portland, Oregon Williston Financial Group, LLC
Jacob Mizrahi Managing Director

San Francisco, California Golden Gate Capital

James M. Raul, Jr. Managing Director

San Francisco, California Golden Gate Capital

Patrick F. Stone President

Portland, Oregon Williston Financial Group, LLC and

WEFG Title Insurance Company

) Resigned as Vice President and Board Member, effective December 1, 2011. OnJune 7, 2012,
the Board appointed Mr. E. Steven Ozonian as Mr. Haines’ replacement.

Principal Officers

Name Title

Patrick F. Stone President

Joseph F. Drum, Jr. Executive Vice President

Joseph V. McCabe Vice President and General Counsel
John R. Wooldridge, Jr. Vice President and Controller
Michael T. Gallaher Treasurer

Steven H. Winkler Secretary

Management Agreements

Cost Allocation Agreement: Effective August 18, 2011, the Company entered into a Cost Allocation
Agreement with its parent, Williston Financial Group LLC (WFQG), its affiliates, WFG National Title
Insurance Company (WFGNTIC) and WFG Lender Services, LLC (WFGLS). Prior to the effective



date of this agreement there was no comprehensive written agreement in force outlining the
allocation of costs between the Company, affiliates and its former owners. An agreement was
submitted for approval based on a recommendation from the prior report of examination; however
because of the sale of the Company it was subsequently withdrawn. Under the terms of this
agreement, WFG provides facilities, administrative, management, and information and technology
services to the Company, WFGNTIC, and WFGLS. In addition, the Company, WFGNTIC, and
WFGLS also provide services to each other. The Company paid fees to WFGNTIC to cover
accounting and legal services. The Company also paid fees to WFGLS to cover salaries and other
costs of its direct business agency operations. All compensation is based on the actual costs
incurred. The agreement was approved by the California Department of Insurance (CDI) on June 14,
2011. The following table depicts fees the Company has paid to its parent and affiliates during the

examination period:

Fees Paid To: 2009 2010 2011
WFG S 0 $179,267 S 0
WFGNTIC $130,500 $140,400 S 142,000
WFGLS S 0 S 0 $3,080,438

Consolidated Tax Allocation Agreement: Effective August 18, 2011, the Company and various
affiliates have been parties to a consolidated federal income tax agreement with the ultimate parent,
Williston Holding, LLC. Under the terms of this agreement the tax liability of the Company and its
affiliates are computed as if each entity filed a separate stand-alone return with, with compensation
for net losses or credits. Settlements are made no later than 30 days after the filing of the
consolidated federal tax return with current income tax payables settled monthly through the inter-
company account. In 2011, the Company paid WFG $477,000 for its tax liability. The agreement
was approved by the CDI on June 14, 2011.

TERRITORY AND PLAN OF OPERATION

As of December 31, 2011, the Company was licensed to transact title insurance business solely in the

State of California. The Company issues title insurance policies and related services in connection



with California real estate transactions (primarily residential), through the Company’s direct
operations and independent title agents. The Company’s plan of operation includes a focus on
growth throughout California of its existing lender; default and retail direct operations; startup
offices; the procurement of title plant interests and additional licenses where required; and the
acquisition of accretive title insurance agent operations. During 2011, the Company wrote $22.2
million of direct premium, of which $2.4 million was from direct operations and $19.8 million was

from non-affiliated agency operations.

LOSS EXPERIENCE

The Company reported net operating losses in two of the last three years, as follows:

Total Premiums Net Operating Net Income
Year written Gain or (Loss) or (Loss)
2009 $16,807,292 $ (364,343) $ 60,707
2010 $25,660,577 $ 193,299 $ 303,073
2011 $22,191,040 $ (507,305) $ (190,840)
2012(*) $ 8,998,609 $ 20,473 $( 7,666)

(*) Through March 31, 2012

The real estate and financial industry crisis have impacted the title insurance industry in California
on many fronts. Unlike traditional property and casualty insurance lines that rely on annual
premiums, title insurance does not generate recurring premiums. There is a one-time premium paid
at the time a title insurance policy is issued. The title insurance policy continues as long as the
insured retains an interest in the real property and only terminates when there is a transfer of title on
the property, the mortgage is paid in full, or refinanced. The title industry is dependent on real estate
transactions for revenue. The loss of available equity, coupled with stricter underwriting guidelines,
has made it difficult for the average home owner in California to qualify for a loan. The Company’s
operating results have been volatile during the last five years. The Company stated that its
unfavorable loss experience in 2011 was driven by the decline in premiums written from one agent.
In an attempt to remedy the loss trends, the Company is developing its direct operations business to

lessen the reliance on unaffiliated agents.



REINSURANCE

Assumed

During the period covered by this examination, the Company did not assume reinsurance.

Ceded

On January 26, 2010, the Company entered into an excess of loss reinsurance agreement with
Stewart Title Guaranty Company, a Texas corporation. The terms of the agreement provides for the
Company’s retention of the first $1 million of each risk; and reinsurance for the amount of each risk
in excess of $1 million up to a limit of $6 million. Each risk in excess of $3 million requires review
and approval by Stewart Title Guaranty Company. The agreement may be terminated by either party

with 120 days prior notice, but a termination will not affect policies already reinsured.

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 Policyholders from December 31, 2008
through December 31, 2011



Statement of Financial Condition

as of December 31, 2011

Ledger and
Nonledger Assets Not Net Admitted

Assets Assets Admitted Assets
Bonds $ 6,621,782 $ $ 6,621,782
Cash and short-term investments 927,209 927,209
Investment income due and accrued 76,769 76,769
Premiums and agents’ balances in course of collection 391,376 371,330 20,046
Net deferred tax asset 196,743 139,028 57,715
Receivable from parent, subsidiaries and affiliates 30,728 30,728
Electronic data processing equipment and software 24,461 24,461
Aggregate write-ins for other than invested assets 25,039 20,248 4,791
Total assets $ 8,294,107 $ 530,606 $ 7,763,501
Liabilities, Surplus and Other Funds
Known claims reserve $ 277,180
Statutory premium reserve 3,955,491
Other expenses 143,599
Taxes, licenses and fees 38,750

Total liabilities 4,415,020
Common capital stock $ 1,000,000
Gross paid-in and contributed surplus 10,025,495
Unassigned funds (surplus) (7,677,014)

Surplus as regards policyholders

Total liabilities, surplus and other funds

3,348,481

$ 7,763,501

Notes

)
)



Operating Income
Title insurance premiums earned

Escrow and settlement services
Other title fees and service charges
Total operating income

Deductions:

Losses and loss expenses incurred
Operating expenses incurred

Total operating deductions
Net operating loss
Investment Income

Net investment income earned
Net realized capital gain

Net investment gain

Net loss

Surplus as regards policyholders,
December 31, 2010

Net loss
Change in net deferred income tax
Change in nonadmitted assets

Underwriting and Investment Exhibit
for the Year Ended December 31, 2011

Statement of Income

$ 21,746,522
1,124,652

3,010

$ 1,182,466
22,199,023
$ 253,470

62,995

Capital and Surplus Account

$  (190,840)
(42,985)

110,678

Change in surplus as regards policyholders for the year

Surplus as regards policyholders,
December 31, 2011

$ 22,874,184
23,381,489
(507,305)

316,465

$ (190,840)
$ 3471628

(123.147)
$ 3348481



Reconciliation of Surplus as Regards Policyholders

from December 31, 2008 through December 31, 2011

Surplus as regards policyholders,
December 31, 2008 per Examination

Net income

Change in net unrealized capital losses
Change in net deferred income taxes
Change in non admitted assets

Total gains and losses

Net decrease in surplus as regards policyholders

Surplus as regards policyholders,
December 31, 2011, per Examination

Gain in
Surplus
$ 172,940
$ 172,940

10

Loss in
Surplus
$
3,890
90,415

337,383

$ 431,688

$ 3,607,229

(258,748)

$ 3,348,481



COMMENTS ON FINANCIAL STATEMENT ITEMS

(1) Known Claims Reserve and Statutory Premium Reserve

The December 31, 2011 known claims reserve and statutory premium reserve were evaluated by a
Casualty Actuary from the California Department of Insurance (CDI). Based on the CDI analysis

performed, the Company’s reserves were found to be reasonably stated.

SUMMARY OF COMMENTS AND RECOMMENDATIONS

Current Report of Examination

None.

Previous Report of Examination

Management Agreements (Page 5): It was recommended that the Company settle its liability with

the ultimate parent. The Company has complied with this recommendation.
Corporate Records (Page 6): It was recommended that the Company implement procedures in its

board meetings to ensure compliance with California Insurance Code (CIC) Section 735. The

Company has complied with this recommendation.

11



ACKNOWLEDGEMENT

The courtesy and cooperation extended by the Company’s officers and employees during the course

of this examination are hereby acknowledged.

Respectfully submitted,

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