Stewart Title Limited

Stewart title Solvency and Financial Condition Report

Solvency and Financial Condition Report

Summary

This is the Solvency and Financial Condition Report for Stewart Title Limited (“STL") based on its financial
position as at 31 December 2017.

STL is the primary underwriter for STL's transactions in the United Kingdom, Europe, The Bahamas and
Australia.

Over the year STL has further developed its internal systems and controls to meet the additional regulatory
requirements of Solvency Il specifically around:

= Reviewing its system of governance and risk management framework
+ Assessing STL's solvency in accordance with the Solvency Il Rules
» Developing its Own Risk and Solvency Assessment, and the processes around that

The results demonstrate that STL has a strong balance sheet with a solvency ratio as at 31 December 2017
of 232%.
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A. Business and Performance

A1 Business
Stewart Title Limited (“STL") is a general insurer, incorporated under the laws of England and Wales
since 1992. It is the primary underwriter for STL's transactions in the United Kingdom, Europe, The
Bahamas and Australia.
STL is authorised by the Prudential Regulatory Authority (‘PRA") and regulated by the Financial Conduct
Authority (“FCA") and the PRA. The PRA is the supervisory authority responsible for the financial
supervision of STL. The contact details of the PRA are as follows:
Prudential Regulatory Authority
20 Moorgate
London
EC2R 6DA
The name and contact details of the external auditor of STL are as follows:
KPMG LLP
15 Canada Square
Canary Wharf
London
E14 5GL
STL is a wholly owned subsidiary of the global insurance group Stewart Title Guaranty Company
("STGC"), the primary underwriter for Stewart Information Services Company (*SISCO").
STG is the third largest title insurer in the U.S. Founded in Galveston, Texas in 1893, the company now
closes transactions and issues title policies on homes and commercial and other real estate properties
located in all 50 U.S. states, the District of Columbia, and international markets.
STL itself is a standalone entity, separately managed and capitalized, operating through various branch
offices and representative offices.
STL is authorized by the PRA to underwrite three classes of business, namely:
General liability
Miscellaneous financial loss
Legal expenses
Within the parameters of those classes of business, STL has positioned itself as a specialist insurer,
focusing on title indemnities which is a product used to enhance the real estate closing process by
insuring risks related to the real property being sold, purchased or financed.
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A3 Investment Performance

The following statements summarise STL's investment performance for the year ended 31 December
2017 for the following asset classes: total, property, fixed interest and cash deposits. Figures are in

£'000s.
Total 2017
Investment income 486
Realised gains/losses (16)
Unrealised gains/losses (221)
Total investment return 249
Investment expenses 22

The investment porifolio remained relatively stable during 2017 considering the referendum vote.
Charles Stanley has been the company’s investment manager for several years and has performed well,
within the constraints of the conservative Investment Policy to which STL adheres.

A4 Performance of Other Activities
There were no other material income and expenses incurred over the year ended 31 December 2017.

A5 Any Other Information

None.
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STL considers that its System of Corporate Governance is appropriate to the size, nature and complexity
of the business and provides for the sound and prudent management of the business.

23/04/2018
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The primary risk facing STL is that of underwriting. Other risks are minimised to the extent that it is

reasonable to do so.

The following table quantifies the Solvency Capital Requirement for STL for the year ending 2017 across
each of STL's risk modules. Figures are shown net of management actions.

Solvency Capital
Risk module Requirement

Market risk

Counterparty default risk

Life underwriting risk

Health underwriting risk

Non-life underwriting risk
Diversification

Basic Solvency Capital Requirement
Operational risk

Solvency Capital Requirement
Minimum Capital Requirement

3,822

842

9,172
(2,597)
11,238

695

11,933
3,261

STL uses the Standard Formula to quantify the risk inherent in its business.

There have not been any material changes in the nature of the risks inherent in STL over the year ending
31 December 2017. The premium income, though, has grown significantly when compared with

previous years.

The principal risk facing STL is that of non-life underwriting risk.
C.1  Underwriting risk

Underwriting risk can be divided into 4 subsets:

* Underwriting (at policy inception).

= Claims management and reserving risk.
» Reinsurance risk.

¢« Special Purpose Vehicles.

Underwriting (at policy inception)

With respect to underwriting and reserving risk, STL issues various classes of policies in the UK, Europe

and Australia which include, but are not necessarily limited to:

+ Full Title Insurance
* Various Conveyancing Search Indemnities
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The impact of this series of co-incidental events would, in aggregate, reduce STL's capital by an
estimated £5m.

Additional reverse stress tests were undertaken examining:

¢ Reinsurance - failure/withdrawal of reinsurer

« Reputational - adverse publicity

» Ratings — reduction in credit ratings of parent

« Corporate Governance — failure to oversee business; regulator withdraws authorization

= Branch/Subsidiary — unauthorized activity of branch or subsidiary

e Underwriting and Market — poor underwriting decisions; competitive risk of losing business
» Investments — failure of government to honour debt obligations

= Legislation — changes in legislation reducing the need for title insurance

Only very extreme events eg failure of government to honour debt obligations and changes in legislation
reducing the need for title insurance were considered to be situations that may cause the STL's business
plan to fail.

23/04/2018
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D.

D.1

30472018

Valuation for Solvency Purposes

Assets

The value of the assets for the year ending 31 December 2017 as valued on a Solvency |l basis as well
as how they are presented in STL's financial statements is shown in the following table.

£'000s Financial year ending 31 December 2017
Solvency Il Financial statements

Property, plant & equipment held for own B 254
use

Other property 2,100 2,100
Bonds - Government 16,027 15,939
Bonds — Corporate 2,226 | 2,208
Insurance and intermediaries receivables 695 695
Reinsurance Recoveries 651 -
Reinsurance receivables 466 | 466
Receivables (trade, not insurance) 465 465
Cash and cash equivalents 21,447 21,425
Any other assets not elsewhere shown 801 1,348
Total 44 878 44 898

Property, Plant & equipment held for own use

For UK GAAP, the tangible assets are capitalised and depreciated by equal annual instalments over
their estimated useful economic lives. Since a reasonable fair value cannot be determined, the assets
have been written down to zero for Solvency |I.

Property (Other than for own use)

Other property consists of land and buildings shown at market value for UK GAAP and Solvency Il. The
properties are valued professionally by an independent valuer based on the observed market values of
similar properties.

Investments

Investments are made up of debt securities and other fixed income securities consisting of UK
Government Treasury stocks and high grade corporate bonds which are all designated at fair value. Fair
value for those securities quoted in active markets is the bid price exclusive of transaction costs. For
Solvency Il the accrued interest has been re-classed to the underlying stock or bond.
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There are no undertaking-specific parameters used in the SCR calculation.

The Solvency Capital Requirement has increased from £8.6 million to £11.9 million over the valuation
period. The primary reason is the amount of business written in 2017.

The Minimum Capital Requirement has increased in the reporting period from £2.447million to £3.261
million. This is as a result of the increase in the SCR.

Use of the duration-based equity risk sub-module in the calculation of the Solvency Capital
Reguirement

STL does not use the duration-based equity risk sub-module in the calculation of the Solvency Capital
Requirement,

Differences between the standard formula and any internal model used

STL does not use an internal model.

Non-compliance with the Minimum Capital Requirement and non-compliance with the Solvency
Capital Requirement

STL has complied with the Solvency Capital Requirement and the Minimum Capital Requirement
throughout the reporting period.

Any other information

There is no additional information.
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E.

F.1

F.2

T~

Approval by the Administrative, Management or Supervisory Body of the SFCR and Reporting
Templates

We acknowledge our responsibility for preparing the SFCR in all material respects in accordance with
the PRA Rules and Solvency Il Regulations

We are satisfied that

(A)  Throughout the financial year in question, STL has complied in all material respects with the
requirements of the PRA Rules and Solvency || Regulations as applicable; and

(B) Itis reasonable to believe that, at the date of publication of the SFCR, STL has continued so to
comply, and will continue so to comply in future,

Larry P Thompson

Director

For and on behalf of the Board of Directors
01 May 2018

23/04/2018
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e by

Peter Lomax for and on behalf of KPMG LLP
15 Canada Square

London

E14 5GL

02 May 2018

u Stewart Title Limited
Stewart tltlé Solvency and Financial Condition Report

The maintenance and integrity of Stewart Title Limited's website is the responsibility of the directors; the work
carried out by the auditors does not involve consideration of these matters and, accordingly, the auditors accept
no responsibility for any changes that may have occurred to the Solvency and Financial Condition Report since it
was initially presented on the website,

Legislation in the United Kingdom governing the preparation and dissemination of Solvency and Financial
Condition Reports may differ from legislation in other jurisdictions.

23/04/2018
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Appendix - relevant elements of the Solvency and Financial Condition Report that are not subject
to audit

Solo standard formula

The Relevant Elements of the Solvency and Financial Condition Report that are not subject to audit
comprise:

s The following elements of template 5.12.01.02

- Rows RO110 to RO130 — Amount of transitional measure on technical provisions

s The following elements of template 5.17.01.02
- Rows R0290 to R0310 — Amount of transitional measure on technical provisions

= The following elements of template 5.22.01.21
- Column C0030 - Impact of transitional on technical provisions

¢ Elements of the Narrative Disclosures subject to audit identified as ‘unaudited’.

23/04/2018

31



Stewart Title Limited

Solvency and Financial
Condition Report

Disclosures

31 December

2017

(Maonetary amounts in GBP thousands)



General information

Undertaking name ' ~ Stewart Title Limited
Undertaking identification cade 213800A6WMMTW3QZJ114

|
Type of code of undertaking | LEl
Type of undertaking ] - an;life undertakmg =
Country of authorisation | i GB i -
Language of reporting : ) en -

Reporting reference date

Currency used far reporting ! GBP

Accounting standards ' Local GAAR S
Method of Calculation of the SCR " Standard formula ) '
Matching adjustment ' No use of matching adjustment

Volatility adjustment ' No use of volatility adjustment
Transitional measure on the risk-free interest rate ' N use of transitional measure on the risk-free interest rate
Transitional measure on technical provisions B " No use of transitional measure on technical _::_révisiqn_g:__

List of reported templates

5.02.01.02 - Balance sheet

§.05.01.02 - Premiums, claims and expenses by line of business

5.05.02.01 - Premiums, claims and expenses by country

5.17.01.02 - Non-Life Technical Provisions

§.19.01.21 - Non-Life insurance claims

5.23.01.01 - Own Funds

$.25.01.21 - Solvency Capital Requirement - for undertakings on Standard Formula

$.28.01.01 - Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity



ROO30
ROC40
ROGSD
RODGO
ROOT0
ROOHBO
ROO90
RO100
ROT10
RO120
RO130
RO140
RO150
RO160
RO170
RO180
RO1GO
RO200
ROZ10
ROZ20
RO230
ROZ240
ROZ50
ROZHO
RO270
RO280
ROZ90
ROZ00
RO310
RO3Z0
RO330
RO340
RO350
RO360
RO370
RO 380

RO3%0
ROA00

RO410
RO420

RUS00

5.02.01.02
Balance sheet

Solvency Il ;

value [

K o
Intangible assets '
Deferred tax assets S 1
Pension benefit surplus |
Property, plant & equipment held for own use ; ) 0
Investments (other than assets held for index-linked and unit-linked contracts) . 20,352
Property (other than for own use) __ 2,100,
Holdings in related undertakings, including participations ' 05
Equities [ _ Df
Equities - listed ! 1
Equities - unlisted I I.

Bonds | 18,252
Government Bonds _ 16,027,
Corporate Bonds | _ __ 2;}_@1
Structured notes . N 0
Collateralised securities ' 0
Collective Investments Undertakings [ B 0"
Derivatives | |
Deposits other than cash equivalents B _01|
Other investments fl= - 0
Assets held for index-linked and unit-linked contracts I : __ — 'I
Loans and mortgages , 0
Loans on policies ' _ 0
Loans and mortgages to individuals . lr
Other loans and mortgages |
Reinsurance recoverables from: 652!
Non-life and health similar to non-life | 652,
Non-life excluding health e T

Health similar to non-life : _ 0

Life and health similar to life, excluding index-linked and unit-linked N 0|
Health similar to life "”""' I

Life excluding health and index-linked and unit-linked | |

Life index-linked and unit-linked |
Deposits to cedants I 0{
Insurance and intermediaries receivables l 696
Reinsurance receivables 466/
Receivables (trade, not insurance) 465J
Own shares (held directly) - -O.I
| |

Amounts due in respect of own fund items or initial fund called up but not yet paid in | Ui
Cash and cash equivalents , 21_4471:
Any other assets, not elsewhere shown ' -3 8'[11E

Total assets L 44,878



5.02.01.02
Balance sheet

Liabilities
#0510 Technical previsions - non-life
RO520 Technical provisions - non-life (excluding health)
R0O%30 TP calculated as a whole
RO540 Best Estimate
ROS50 Risk margin
ROS60 Technical provisions - health (similar to non-life)
ROS70 TP calculated as a whole
RO580 Best Estimate
ROBY0 Risk margin
RO600 - Technical provisions - life (excluding index-linked and unit-linked)
ROA1O Technical provisions - health (similar to life)
RO620 TP calculated as a whole
RO630 Best Estimate
RO640 Risk margin
RO&S0 Technical provisions - life (excluding health and index-linked and unit-linked)
ROGAO TP calculated as a whole
RO670 Best Estimate
RO&8B0 Risk margin
#0690 Technical provisions - index-linked and unit-linked
RO700 TP calculated as a whole
RO710 Best Estimate
RO720 Risk margin

RO740  Contingent liabilities

RO750  Provisions other than technical provisions
kU760 Pension benefit obligations

ROTTO  Deposits from reinsurers

RO7H0  Deferred tax liabilities

ROY20  Derivatives

ROB00  Debts owed to credit institutions

70810 Financial liabilities other than debts owed to credit institutions
ROZZ0 Insurance & intermediaries payables
ROZ30  Reinsurance payables

ROE40 Payables (trade, not insurance)

ROEH0 Subordinated liabilities

0860 Subordinated liabilities not in BOF
ROE7 Subordinated liabilities in BOF

ROZEQ  Any other liabilities, not elsewhere shown
0500 Total liabilities

1000 Excess of assets over liabilities

Solvency Il |
value '
C0010

13,516,

13,516

0

10,573

2,943

|

(=N E=RE=

|
4
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Premiums, claims and expenses by e of business

Hon-life
' Line of budness for; b |
Line of Business for: nee-dife fnsurance and rein and sccagpled e i
it 08 Dy G l Craditans | Loga | ey
orm- wlation and u:-i-- m:uu e | d |
surance  iransport property | [WURY [ oorwtollp | scoenses  Assistance Cltiilly | inintion Proparty
N kN Wi oo "l CHlI M W ST [ el e
e e =
11T Gress - (hrert Dusiness. 1,904 19,740
Wty Gresa « Preportions] reeanes accepted = &
WL G - Mo proportional reinswance stoepted
Wole Relmuren share
Buua Nt
Fremiums asrned

ML Gy - Dieect Rusinass

S
e G« Propetional reinsurance aoepted
Biar Gross - Moseproponional relnssance accepted
WeT Rsimmress shats

st Het

ST Expenbes incurred.

HIS e wnpemrrs

FUEE Total expamey




£.05,02.01
Premiums, claims and expenses by country

Non-life
i Tl Coas Wl Eiihd 0% ooy
Top S countries by amount of gross premiums written) - T”p:::::mfm‘?f:‘“::“’
nen-life ok ligations Total Top 5 and
Home Country *"l,“m“ home country |
ROUYT AU BS PL |
ik n " 1 d
Premiums written
10 Gross - Direct Business 5,50 5,727 4,481 1732 i 18,463
0 Gross - Proportional relnsurance accepted | | | | L. DE
(1 Gross - Non-proportional reinsurance accepted | a
4 Reirsurers share 737 213 o 558 | 2,487 |
et 5,805 5,514] 3,483 1,174 0 o 15,976
Premiums sarned
i Gross - Direct Business 6,542 5,727 4,461 1,732 | 18,463
Gross - Proportional reinsurance accepted . | | | | 0
) o - Nemproportiona esusnce eepted | | | e I
Reinsurers’ share T 213 978, 558 | 1,487
Het 5,805 5,514, 13,483 11474 ol 0 15,m!
Claims incurred ] ) :
Gross - Direct Business 1,508 971 | 108 | [ 4,668
Grose - Proportianal reinsurance accepted | | o
Grass - Nor-propartional refnswance accepted [ | | 0
10 Relnsurers share b1 | ' [ ' 7
AL Met. 1,541 2,971 13 106: [ o 4,641
Changes in other technical provisions ; '
RO410 Gross - Direct Business g
Wi Gross - Proportional reinsurance aceepted o
ROA0 Gross - Mon-proportional reinsurance accepted Q
440 Relnsurers share 0
ROS00 Net 0| o o al o ol o
Expenses incurred 5,264 M 573 656/ | 9,463

Other expanses
U Total expenses 9,463
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5.19.01.21
NoreLife insurance claims

Total Non-life business

Accident yoar f underwriting year Accident Year
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5.25.01.21
Solvency Capital Requirement - for undertakings on Standard Formula

| Market risk

1 Counterparty default risk

/ Lite underwriting risk
FO040 Health undenwriting risk
SO0 Non-life underwriting risk
ol Diversification

Intangible asset risk
A1 Basic Solvency Capital Requirement

Calculation of Solvency Capital Requirement
W Operational risk
14U Luss-absorbing capacity of technical provisions
! Loss-absorbing capacity of deferred taxes
it Captal requirement for business operated in accardance with Art, 4 of Directive 2003/41/EC
FLEO0 Selvency Capital Requirement excluding capital add-on
HOTD Capdtal add-ons alveady set
fl220 Sl y capital requi

Other information on SCR
o0 Capital requirement for duration-based equity risk sub-module
PRI Total amotant of Notional Solvency Capital Requirements for remaining part
(L4 Total amount of Netional Solvency Capital Requirements for ring fenced funds
1130 Total amount of Notional Solvency Capital Raquirements for matching adjustment portfolios
PO Diversification effects due to RFF nSCR aggregation for article 304

Gross solvency capital
requirement

3,822

B4z,

o
94721
2,597

1,238

495
0

o

1]
11,933
(1]

11,933

S oo o o

Simplifications



5.28.01.01
Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity

Linear formula component for non-life insurance and reinsurance obligations CO010
[UO1L MCRy, Result 3,261

Net (of
reinsurance/SPY) best
estimate and TP
calculated as a whole

Net (of reinsurance)
written premiums in
the last 12 months

CO020 COO30
Medical expense insurance and proportional reinsurance
Income protection insurance and proportional reinsurance
Workers' compensation insurance and proportional reinsurance

Motar vehicle liability insurance and proportional reinsurance

Other motor insurance and proportional reinsurance

Marine, aviation and transport insurance and propartional reinsurance

Fire and other damage to property insurance and proportional reinsurance

General liability insurance and proportional reinsurance

Credit and suretyship insurance and proportional reinsurance

Legal expenses insurance and proportional reinsurance 3,
Assistance and proportional reinsurance

6,849

o §_o_o_c ooloolo|lo

Miscellaneous financial loss insurance and proportional reinsurance 5,953‘ 10,273
Non-proportional health reinsurance 0

Non-proportional casualty reinsurance 0

Non-proportional marine, aviation and transport reinsurance 0.

Non-propertional property reinsurance 0

Linear formula component for life insurance and reinsurance obligations O
R MCR; Result 0

Net (of
reinsurance/SPVY) best
estimate and TP
calculated as a whole

Net (of
reinsurance/SPY) total
capital at risk

CUOG
0710 Obligations with profit participation - guaranteed benefits
[0220 Obligations with profit participation - future discretionary benefits
RUZID Index-linked and unit-linked insurance obligations
RUZA0 - Other life (refinsurance and health (relinsurance obligations
Total capital at risk for all life {re}insurance obligations

Rl

Overall MCR calculation Loa7

Linear MCR 3,261

SCR 11,933
ROEI0 MCR cap . 5,370
ROI30  MCR floor 2,983
R03a0 Combined MCR 3,261
[RU350 - Absolute floor of the MCR 2,196

A00 Minimum Capital Requirement 3,261



