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FINDINGS, CONCLUSIONS,
AND ORDER ADOPTING REPORT
OF FINANCIAL EXAMINATION

A Domestic Insurer.

BACKGROUND

An examination of the financial condition of PACIFIC NORTHWEST TITLE INSURANCE
COMPANY (the Company) as of Decerniber 31, 2006, was conducted by examiners of the
Washington State Office of the Insurance Commissioner (OIC). The Company holds a
Washington certificate of authority as a stock insurer. This examination was conducted in
compliance with the laws and regulations of the state of Washington and in accordance

with the procedures promulgated by the National Association of Insurance Commissioners
and the OIC.

The examination report with the findings, instructions, and recommendations was
transmitted to the Company for its comments on October 25, 2007. The Company's
response to the report is attached to this order only for the purpose of a more convenient
review of the response.

The Commissioner or a designee has considered the report, the relevant portions of the
examiners’ work papers, and the submissions by the Company.

Subject to the right of the Company to demand a hearing pursuant to Chapters 48.04 and
34.05 RCW, the Commissioner adopts the following findings, conclusions, and order.

FINDINGS

Findings in Examination Report. The Commissioner adopts as findings the findings of the
examiners as contained in pages 1 through 21 of the report.
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CONCLUSIONS

It is appropriate and in accordance with law to adopt the attached examination report as
the final report of the financial examination of PACIFIC NORTHWEST TITLE INSURANCE
COMPANY and to order the Company to take the actions described in the Instructions
section of the report. The Commissioner acknowledges that the Company may have
implemented some of the Instructions prior to the date of this order. The Instructions in the
report are appropriate responses to the matters found in the examination.

ORDER

The examination report as filed, attached hereto as Exhibit A, and incorporated by
reference, is hereby ADOPTED as the final examination report.

The Company is ordered as follows, these being the Instructions contained in the
examination report on pages 1-9.

1. The Company is ordered to comply with RCW 48.29.120(2)(a)(ii)(B) by applying the
prescribed rate of ten cents per thousand for policies with a net retained liability of
$500,000 or greater subsequent to July 24, 2005. Instruction 1, Examination
Report, page 1.

2. The Company is ordered to comply with RCW 48.13.030(1) by non-admitting single
issuer investments in excess of the 4% limitation. Instruction 2, Examination
Report, page 2.

3. The Company is ordered to comply with: RCW 48.05.280 which requires that every
insurer keep full and adequate accounts and records of its assets, obligations,
transactions, and affairs; and RCW 48.05.073, RCW 48.05.250, and WAC 284-07-
050(2) in filing its NAIC Annual Statements in accordance with the respective state
statutes; and the AP&P and the 2006 NAIC Annual Statement Instructions which
require properly and accurately reported financial information. Instruction 3,
Examination Report, page 3.

4, The Company is ordered to comply with RCW 48.05.280 which requires that every
insurer keep full and adequate accounts and records of its assets, obligations,
transactions, and affairs and RCW 48.05.073, RCW 48.05.250, and WAC 284-07-
050(2) in filing its NAIC Annual Statements in accordance with the respective state
statutes, NAIC Accounting Practices and Procedures Manual and the 2006 NAIC
Annual Statement Instructions which includes properly and accurately reporting
assumed and ceded reinsurance and retained liabilities. Instruction 4, Examination
Report, page 4.
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5. The Company is ordered to comply with RCW 48.05.073, RCW 48.05.250, and
WAC 284-07-050(2) in accordance with the NAIC Accounting Practices and
Procedures Manual and the NAIC Annual Statement Instructions by keeping full and
adequate accounts and records of transactions and affairs. Instruction 5,
Examination Report, page 5.

6. The Company is ordered to comply with RCW 48.13.340 and RCW 48.13.350 by
explicitly ratifying the investment decisions made by both the investment custodian
and the Company's investment Committee in the respective minutes. Instruction 5,
Examination Report, page 5.

7. The Company is ordered to comply with WAC 284-07-050(2), WAC 284-07-
060(2)(a) and WAC 284-07-350(3) by explicitly appointing an Actuary and ratifying
the approval of the Actuary's reports in the minutes. Instruction 5, Examination
Report, page 5.

8. The Company is ordered to comply with RCW 23B.08.100 and the Company's
Bylaws Section 4.13 by affirmatively and explicitly ratifying a person filling a vacant
Board of Directors or its committees’ member positions. Instruction 5, Examination
Report, page 5.

9. The Company is ordered to comply with RCW 23B.16.010 by keeping a record of all
actions taken by the Company's shareholders or Board of Directors without a
meeting and/or a record of all actions taken by a committee of the Board of
Directors exercising the authority of the Board of Directors. Instruction 5,
Examination Report, page 5.

7. The Company is ordered to comply with RCW 48.05.280, RCW
48.31B.030(1)(b)(iv), RCW 48.31B.030(1)(b)(v) and RCW 48.31B.025(2)(c)(v) by
properly filing agreements for material transactions that ultimately may adversely
affect the interests of the insurer's policyholders. Instruction 6, Examination
Report, page 5.

8. The Company is ordered to comply with RCW 48.31B.030(1)}b) and RCW
48.31B.025(2)(c)(v) by properly filing agreements subject to the Holding Company
Act. Instruction 7, Examination Report, page 5.

9. The Company is ordered to comply with RCW 48.31B.030(1)(a)(ii) and RCW
48.31B.030(1)(b)(iv) by paying its inter-company payables in accordance with its
management services agreement filed with the OIC and with WAC 284-18-920 by

certifying and filing an accurate Form B with the OIC. Instruction 8, Examination
Report, page 6.
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10. The Company is ordered to comply with RCW 48.05.073, RCW 48.05.250, and
WAC 284-07-050(2) in filing its NAIC Annual Statements in accordance with the
respective state statutes, NAIC Accounting Practices and Procedures Manual and
the 2006 NAIC Annual Statement Instructions. Instruction 9, Examination Report,
page 9.

IT IS FURTHER ORDERED THAT, the Company file with the Chief Examiner, within 90

days of the date of this order, a detailed report specifying how the Company has
addressed each of the requirements of this order.

ENTERED at Olympia, Washington) thjs 28th day of November, 2007.

/)

MIKE KREIDLER
Insurance Commissioner
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PACIFIC NORTHWEST TITLE

Insurance Company, Inc.

November 16, 2007

REOEJ\/ED

: NGV . g romp
James T. Odiorne, CPA, ID INSURANC- - - o
Deputy Insurance Commissioner co ANG - NUNER
Company Supervision Division MPANY SUPERV’SION
P.O. Box 40255
Olympia, WA 98504-0255

Re:  Financial Examination Report of Pacific Northwest Title Insurance Company
As of December 31, 2006

Dear Mr. Odiorne, CPA:

Per your request, the draft document sent with your letter of October 25, 2007 was
reviewed. I found that the changes that I had requested in the closing appointment were
done and am comfortable that this document represents a fair and accurate report of the
examination of our company.

When the report has been finalized and signed, please send a copy to me for our file.
Thank you for the chance to review this document and make any comments.

Si‘ncerely,

S

Raymond L. Davis, President
Pacific Northwest Title Insurance Company

Cc:  James R. Gill, President of the Holding Company
Rosa Ma, Senior Controller of the Holding Company

RLD:jas
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