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While it is too soon to claim that the anticipated recovery has arrived, 2009 was a much better
year for your Company than 2008. Much remains to be done to return to a healthy economy.
However, we have begun the journey.

In 2009, three of  our four subsidiaries were profitable. For CATIC, 2009 was the forty-third consecutive
year of  profitability. While its profit was modest, it was noteworthy given the continuing challenges in the
title insurance business. Eastern Attorneys Services, Inc. continued its string of  outstanding performances
by reporting continued market share growth (now at 45.7% of  Vermont premiums) and income. Our
newest subsidiary, New Jersey Title Insurance Company, also reported impressive growth. Fueled by its
entry into the New York and Pennsylvania markets, its net premium income increased by 125%. Only our
qualified exchange company, CATIC Exchange Solutions, Inc., reported a loss for the year. While the mar-
ket for tax-free exchanges dried up, the CESI staff  was busy diversifying their service offerings. The com-
pany now provides a number of  products and services designed to help attorneys achieve success in their
practices. Whether the need is for escrow services, court bonds, foreclosure committee insurance or pro-
fessional liability insurance, CESI is ready to help.

In our letter to you last year, we promised that we would use the downturn as an opportunity to develop
new products and services as well as to grow. We have done so. We have offered a wide range of  new prod-
ucts and services, with more on the way. Also, we have grown in market presence and revenue. Our rev-
enues grew by almost $20 million in 2009. Although our full recovery is not yet at hand, it is underway. As
always, our success is tied to your success.

To Our Shareholders:

Patricia C. Farrell
Chairperson

Richard J. Patterson
President and CEO



The economic storm that has been raging around us for the past several years eased
somewhat in 2009 for CATIC. While no rainbows appeared on the horizon, 2009 was
a better year for CATIC than 2008.

During the year, most of our business and economic measures showed improvement. In 2009
we issued 86,838 policies. This is a 24% increase over our 2008 total. Total exposure and
gross premiums written increased by 10% and 11% respectively. While better than 2008, nei-
ther exposure nor premiums reached their 2007 levels. This was primarily due to some loss
in property values across New England and an increase in the number of  refinance transac-
tions relative to purchase transactions. Both of  these factors affect the amount of  premiums
we receive.

In addition to policy and premium counts, other business activities showed healthy improve-
ments in 2009. Among these were: limited search authorizations which increased 15.6%; title
information reports which grew by 24.5%; calls to our Service Center were up 4.9%; and
CATICTrac® requests grew by 24.8%. Whether these increases were attributable to the federal
government’s recovery plan or to the growth in our agent base is hard to tell. One thing that
is clearer is our agents’ growing level of  support. In 2009, we increased our market share in
every state in which we operate.

While our competitors were reducing their staffs, closing offices and cutting back their serv-
ices, CATIC maintained its award-winning services. More than 2,600 attorneys and paralegals
attended our 73 seminars across the region. Our 141 publications were provided to agents
via media ranging from e-mails to printed bulletins. We introduced nine on-line learning pro-
grams through our CaticAccess web site. Perhaps most notably we prepared our agents for
the revised RESPA rules that took effect on January 1, 2010 by thoroughly updating our Prep-
Express® software, developing a Marketing Assistance Program for agents and offering guid-
ance on the new regime via seminars and the web.

Although it is too soon to say that the economy has turned the corner and is on the road to
recovery, it is clear that CATIC continues to do all that we can to help our agents achieve
success. Our agents’ success is our success. By that measure, 2009 was a successful year.

CATIC
®
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New Jersey Title Insurance Company experienced a year of  growth and progress in 2009.
During the year, the company began operations in New York. Driven by the company’s
commitment to providing a high level of  service to independent title agents and the ad-

dition of  two highly respected title insurance professionals to our staff, we wrote premiums of
$7.58 million which represented 1.3% of  the New York title insurance market. NJT experienced
similar growth in our other two markets. New Jersey increased by 1.1% to 4.5% and Pennsylvania
grew by .7% to .9%. Our net premium income increased 125% to $26.86 million for all three states.

Our growth in premium revenues was driven by a substantial growth in our agent base. During
2009, we added 296 agents. Our total agent count now exceeds 500.

This growth did not come at the expense of  quality. Our claims experience moderated significantly
in 2009. This combination of  increased revenue and reduced claims enabled the company to achieve
a profit for the year. We are proud to have achieved this key goal in the third year of  our affiliation
with CATIC Financial.

In order to maintain and expand upon this success, the company added to its highly experienced
staff. In addition to the previously mentioned New York Title Counsel and Account Manager, we
also added a Claims Counsel, Auditor and Agent Services Representative to our team. These addi-
tions allow us to maintain and expand the high level of  service that we are committed to providing
our agents.

We are hard at work on a number of  initiatives that will improve our agents’ experience in dealing
with us, such as a new and expanded web site as well as streamlined procedures for premium re-
mittance. While we believe that 2010 will be another challenging year, we are proud to continue
our growth in all three states in which we operate.

CATIC Exchange Solutions, Inc.

In 2009, the 1031 exchange industry suffered through one of  its worst years on record, expe-
riencing a substantial decrease in demand for exchanges nationwide. Overriding economic fac-
tors continued to negatively impact the commercial real estate market, which in turn led to

the industry slowdown, and CATIC Exchange Solutions, Inc. (“CESI”) was certainly not immune
to the financial downturn. CESI’s exchange origination declined by nearly 50% from 2008 and fee
income dropped accordingly. Interest earned on exchange proceeds also dropped substantially, as
bank-offered interest rates remained historically low. The combination of  less fee income and

New Jersey Title Insurance Company
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Eastern Attorneys Services, Inc.

Like other markets around the region and the country, the Vermont real estate market soft-
ened in 2009. Foreclosures increased and property values stayed flat or weakened slightly
in some parts of  the state. Our 2009 year-end market share increased for the 12th consec-

utive year and ended at 45.74% – up from 43.69% at year end in 2008. We are pleased to be the
market share leader in Vermont.

Your company continues to pursue its goal of  providing unparalleled service to VATC members.
We sought to achieve this by sponsoring or presenting at many continuing legal education programs,
producing newsletters and e-mail bulletins for VATC members that keep them up-to-date on de-
velopments in real estate law and responding to their requests for assistance.

The company had success in obtaining title insurance business from commercial real estate firms
and the company expanded membership in areas that have traditionally been challenging. Our ef-
forts were aided by actions of  our competitors that resulted in a large number of  highly qualified
agents seeking a new source for title insurance services. We were happy to help.

Our web site continues to generate significant (and increasing) traffic. The primary driver of  traffic
is our incomparable Municipal Clerk Guide with several amazing new features. The Guide can be
found at www.vermontattorneystitle.com. We have also added Vermont Title Standards to the site.
In connection with the new HUD/GFE changes (effective January, 2010) we created a title insur-
ance calculator and placed it on th   e web site in an effort to make life easier for lenders who are se-
lecting a title insurance provider.

These and other services we provide explain why we continue to be the number one choice of
Vermont attorneys for title insurance. We are hard at work to make 2010 an even better year than
2009.

lower interest rates led to a net income loss for the year. Despite the decline in exchange business,
however, CESI continued to perform very well compared to its peers.   

While the exchange market slowed, demand for CESI’s other products and services increased sub-
stantially. Written premium for its court bond program increased by 247% and CESI became li-
censed to expand the bond program into Massachusetts, New Jersey, Rhode Island, Vermont, New
Hampshire, and New York.  In 2009, CESI also doubled the number of  escrow accounts handled
for CATIC agents.  Additionally, in 2009 CESI formed a joint venture with Smith Brothers Insur-
ance Inc. to bring discounted malpractice insurance to CATIC agents.  In six short months of  op-
eration, the program generated nearly $500,000.00 in written premiums and saved CATIC agents
roughly $100,000.00 in premiums paid.  
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REPORT OF INDEPENDENT ACCOUNTANTS
CATIC FINANCIAL, INC.

To the Board of  Directors of
CATIC Financial, Inc.

We have audited the accompanying consolidated balance sheet of  CATIC Financial, Inc. and Subsidiaries as of  December 31,
2009, and the related consolidated statements of  operations and stockholders' equity and cash flows for the year then ended.
These consolidated financial statements are the responsibility of  the Company's management. Our responsibility is to express
an opinion on these consolidated financial statements based on our audit.  The consolidated financial statements of  CATIC Fi-
nancial, Inc. and Subsidiaries as of  and for the year ended December 31, 2008 were audited by other auditors whose report
dated April 24, 2009, expressed an unqualified opinion on those statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of  America. Those stan-
dards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial state-
ments are free of  material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of  CATIC Financial, Inc. and Subsidiaries as of  December 31, 2009, and the results of  their operations and their cash flows for
the year then ended, in conformity with accounting principles generally accepted in the United States of  America.

Our audit was conducted for the purpose of  forming an opinion on the basic consolidated financial statements taken as a whole.
The accompanying supplemental information listed in the table of  contents for the year ended December 31, 2009 is presented
for the purpose of  additional analysis and is not a required part of  the basic consolidated financial statements.  Such information
has been subjected to the auditing procedures applied in the audit of  the basic consolidated financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic consolidated financial statements taken as a whole.  The
accompanying supplemental information listed in the table of  contents for the year ended December 31, 2008 was subjected to
the auditing procedures applied in the audit of  the basic consolidated financial statements by other auditors, who stated that, in
their opinion, such information was fairly stated in all material respects in relation to the basic consolidated financial statements
for the year ended December 31, 2008 taken as a whole. 

April 14, 2010
Glastonbury, Connecticut 



CONSOLIDATED BALANCE SHEETS
CATIC FINANCIAL, INC. AND SUBSIDIARIES

DECEMBER 31, 2009 AND 2008

ASSETS

The accompanying notes are an integral part of the consolidated financial statements.

2009 2008

Investments:
Debt securities:

Held-to-maturity, at amortized cost                                                                                                                         $28,974,501              $27,431,555
Available-for-sale, at fair value                                                                                                                                   27,147,827               24,547,522

Equity securities, at fair value                                                                                                                                         5,478,602                 4,265,016
Total investments                                                                                                                                                   61,600,930               56,244,093

Cash and cash equivalents                                                                                                                                                 4,746,080                 5,693,298
Accounts, notes and other receivables, net                                                                                                                           885,603                    774,812
Accrued interest                                                                                                                                                                  628,395                    550,567
Prepaid expenses                                                                                                                                                                 411,289                    325,733
Federal income tax recoverable                                                                                                                                              88,010                    582,803
Deferred income taxes, net                                                                                                                                               2,754,207                 3,807,373
Premises and equipment, net                                                                                                                                            1,697,542                 1,861,130
Title plant                                                                                                                                                                            810,376                    810,376
Other assets, net                                                                                                                                                                  118,495                    158,849

Total assets                                                                                                                                                            $73,740,927              $70,809,034

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Policy claims and loss adjustment expenses                                                                                                                $22,249,886              $22,133,000
Accounts payable and accrued expenses                                                                                                                        1,911,172                 1,438,174
Deferred revenue                                                                                                                                                              240,489                    154,670
Notes payable                                                                                                                                                                4,992,568                 4,005,970

Total liabilities                                                                                                                                                         29,394,115               27,731,814

STOCKHOLDERS’ EQUITY
Common stock                                                                                                                                                                 966,350                    970,700
Additional paid-in capital                                                                                                                                               2,000,000                 2,000,000
Retained earnings                                                                                                                                                         41,631,137               41,485,099
Accumulated other comprehensive loss                                                                                                                           (250,675)               (1,378,579)

Total stockholders’ equity                                                                                                                                        44,346,812               43,077,220
Total liabilities and stockholders’ equity                                                                                                                 $73,740,927              $70,809,034

                                                                                                                                                                                                 



CONSOLIDATED STATEMENTS OF INCOME & STOCKHOLDERS’ EQUITY
CATIC FINANCIAL, INC. AND SUBSIDIARIES

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008 2009 2008

REVENUES
Title insurance premiums                                                                                                                            $74,032,465                      $55,124,667 
Title and other service fees                                                                                                                             2,969,325                         2,366,357
Net investment income                                                                                                                                  2,331,011                         2,767,849
Net realized gains on investments                                                                                                                     106,743                             157,712
Other revenue                                                                                                                                                   779,201                             559,800

Total revenue                                                                                                                                            80,218,745                        60,976,385

EXPENSES
Title insurance commissions                                                                                                                         52,847,584                       38,271,660
Compensation and benefits                                                                                                                           13,257,822                       11,942,624
Provision for policy claims and loss adjustment expenses                                                                               5,743,140                         6,917,644
Other general and administrative expenses                                                                                                      6,017,547                         5,335,731
Premium taxes                                                                                                                                                1,112,529                           854,272
Depreciation and amortization                                                                                                                          361,176                           644,860
Interest                                                                                                                                                              245,788                           223,043

Total expenses                                                                                                                                          79,585,586                       64,189,834

Income (loss) before income taxes                                                                                                                        633,159                        (3,213,449)

Income tax expense (benefit)                                                                                                                                487,121                        (1,159,453)

Net income (loss)                                                                                                                                                  146,038                        (2,053,996)

Other comprehensive income (loss):
Gains (losses) on available-for-sale securities                                                                                                   1,644,714                        (2,982,221)
Less: net realized gains on available-for-sale securities                                                                                         92,696                           157,712

Unrealized gains (losses) on investments                                                                                                      1,552,018                        (3,139,933)

Change in defined benefit plan liability                                                                                                              156,931                           (197,214)
Deferred income tax expense (benefit)                                                                                                              581,045                        (1,134,630)

Net other comprehensive income (loss)                                                                                                      1,127,904                        (2,202,517)

Comprehensive income (loss)                                                                                                                            1,273,942                        (4,256,513)

Net repurchases of  common stock                                                                                                                         (4,350)                             (4,950)

Increase (decrease) in stockholders’ equity                                                                                                         1,269,592                        (4,261,463)

STOCKHOLDERS’ EQUITY, beginning of  year                                                                                                       43,077,220                       47,338,683

STOCKHOLDERS’ EQUITY, end of  year                                                                                                               $44,346,812                     $43,077,220

The accompanying notes are an integral part of the consolidated financial statements.



CONSOLIDATED STATEMENTS OF CASH FLOWS
CATIC FINANCIAL, INC. AND SUBSIDIARIES

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008 2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Premiums received                                                                                                                              $74,211,374            $55,462,563
Other operating receipts                                                                                                                         3,298,862               2,290,081
Interest and dividends received                                                                                                               2,044,306               3,237,665
Commissions paid                                                                                                                               (52,827,584)           (38,271,660)
Salaries and benefits paid                                                                                                                     (13,075,262)           (11,522,340)
Policy claims and loss adjustment expenses paid                                                                                    (5,626,254)             (5,502,805)
Interest expense paid                                                                                                                                (141,262)                (190,120)
Other expenses paid                                                                                                                              (6,310,494)             (7,318,871)
Income tax refunds received                                                                                                                      479,793                  136,065

Net cash provided by (used in) operating activities                                                                          2,053,479              (1,679,422)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale and maturity of  investment securities                                                                    31,282,524             27,096,613
Purchase of  premises and equipment                                                                                                      (159,763)                (102,095)
Purchase of  investment securities                                                                                                       (35,105,706)           (24,952,245)

Net cash (used in) provided by investing activities                                                                          (3,982,945)              2,042,273

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from notes payable                                                                                                                 2,600,000                 
Net repurchases of  common stock                                                                                                             (4,350)                   (4,950)
Payments on notes payable                                                                                                                   (1,613,402)                (106,621)

Net cash provided by (used in) financing activities                                                                              982,248                 (111,571)

Net (decrease) increase in cash and cash equivalents                                                                                (947,218)                251,280

CASH AND CASH EQUIVALENTS, beginning of  year                                                              5,693,298               5,442,018

CASH AND CASH EQUIVALENTS, end of  year                                                                     $ 4,746,080            $ 5,693,298

The accompanying notes are an integral part of the consolidated financial statements.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CATIC FINANCIAL, INC.

NOTE 1 – NATURE OF BUSINESS

The Company’s principal business is providing title insurance on residential and
commercial properties in New England, New Jersey, New York and Pennsylvania. 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of  Consolidation – The consolidated financial statements include
the accounts of  CATIC Financial, Inc. (Financial) and its four wholly-owned op-
erating subsidiaries: Connecticut Attorneys Title Insurance Company (CATIC)
and New Jersey Title Insurance Company, Inc. (NJTIC) provide title insurance
and title insurance services; Eastern Attorneys Services, Inc. (EASI) provides
title insurance services; and CATIC Exchange Solutions, Inc. (CESI) facilitates
tax deferred property exchanges and is a licensed property-casualty insurance
agency.  

In addition, the consolidated financial statements include the accounts of  CATIC
Acquired Properties, LLC (CAP), a wholly-owned subsidiary of  CATIC formed
to hold and dispose of  properties acquired in connection with claim settlements,
and CATIC Exchange Facilitator, Inc. (CEFI), a wholly-owned subsidiary of
CESI which was formed to facilitate tax deferred reverse property exchanges.  

All significant intercompany accounts and transactions have been eliminated in
consolidation.

During 2007, a former wholly-owned subsidiary of  Financial, Vested Technolo-
gies, Inc. (Vested), sold the majority of  its operating assets to an independent
third-party provider of  the same type of  services. During 2009, Vested was dis-
solved and its remaining assets, consisting of  cash totaling $53,152, were distrib-
uted to Financial. 

Use of  Estimates – The preparation of  financial statements in conformity with
accounting principles generally accepted in the United States of  America requires
management to make estimates and assumptions. Those estimates and assump-
tions affect the reported amounts of  assets and liabilities, the disclosure of  con-
tingent assets and liabilities, and the reported amounts of  revenues and expenses.
Significant estimates are made by management with regard to the valuation of
accounts, notes and other receivables, and the reserve for policy claims and claim
adjustment expenses. Actual results may differ from those estimates, and those
differences may be material.

Cash and Cash Equivalents – The Company deposits substantial funds in fi-
nancial institutions, maintaining its cash and short-term cash investments in bank
deposit or brokerage accounts that, at times, may exceed federally insured limits.
These funds include amounts owned by third parties, such as escrow deposits.
Should one or more of  the financial institutions at which the Company maintains
deposits fail, there is no guarantee that the Company would recover the funds it
has deposited, whether through Federal Deposit Insurance Corporation coverage
or otherwise. In the event of  such failure, the Company also could be held liable
for the funds owned by third parties even though such amounts are not consid-
ered assets of  the Company. Such events could be disruptive to the Company’s
business and could adversely affect the Company’s liquidity, results of  operations
and financial condition. The Company has not experienced any losses in such
cash accounts or short-term cash investments. 

Cash equivalents at December 31, 2009 and 2008 consist of  money market ac-
counts, temporary clearing accounts, and short-term U.S. Treasury obligations
having original maturities of  three months or less. 

Accounts Receivable and Revenue Recognition – Accounts receivable are
recorded at their estimated realizable value, net of  an allowance for uncollectible

amounts. The Company extends credit to agents without requiring collateral. Re-
ceivables are written off  after all efforts to collect them have been exhausted. The
allowance for uncollectible amounts totaled $327,244 and $239,000, as of  De-
cember 31, 2009 and 2008, respectively.

Title insurance premiums are recognized as policies and premiums from agents
are received by the Company. Revenue is reported based on 40% of  the actual
amount of  the gross, ratings-approved premiums remitted by Connecticut agents,
but negotiated elsewhere. 

Deferred revenue results from CATIC recognizing fee revenue in the period in
which the related service is performed. Accordingly, service fees received are de-
ferred until actual services are performed.

Investments – Debt securities are classified either as held-to-maturity and are
carried at cost, net of  amortization, or as available-for-sale and are carried at fair
value. Debt securities are classified at the date of  purchase.  Equity securities are
classified as available-for-sale and are carried at fair value. Unrealized gains and
losses on the available-for-sale portfolios, net of  income taxes, are included in ac-
cumulated other comprehensive loss, a component of  stockholders’ equity.

Premises and Equipment – Premises and equipment are carried at cost, less
accumulated depreciation. Furniture and equipment purchases of  $1,000 or
greater and major owned real estate renewals and improvements are charged to
the premises and equipment accounts, while replacements, maintenance and re-
pairs that do not improve or extend the life of  the respective assets are expensed
currently.

The Company follows the policy of  providing for depreciation and amortization
of  premises and equipment by charging against earnings amounts sufficient to
amortize the costs of  properties over their estimated useful lives as follows:

Building and improvements 30-40 years
Furniture and equipment 3-5 years

Depreciation and amortization are computed on the straight-line method.  

Other Assets – The Company includes deposits and deferred lease costs in other
assets. Deferred lease costs are being amortized using the straight-line method
over the term of  the leases. Amortization expense for the years ended December
31, 2009 and 2008, was $37,825 and $43,207, respectively.  The remaining costs
of  $51,177 will be amortized in 2010 and 2011 in the amount of  $42,280 and
$8,897, respectively. 

Policy Claims and Loss Adjustment Expenses – The Company provides for
title insurance losses based upon its historical experience by a charge to expense
when the related premium revenue is recognized. The reserve for known and in-
curred but not reported (IBNR) claims reflects management’s best estimate of
the total costs required to settle all claims reported to the Company and IBNR
claims. The process of  assessing the IBNR reserve involves evaluation of  the re-
sults of  an independent actuarial study. Current economic and business trends
are also reviewed and used in the reserve analysis. These include real estate and
mortgage market conditions, changes in residential and commercial real estate
values, and changes in the levels of  defaults and foreclosures that may affect
claims levels and patterns of  emergence, as well as Company-specific factors that
may be relevant to past and future claims experience. Results from the analysis
include, but are not limited to, a range of  IBNR reserve estimates and a single
point estimate for the IBNR as of  the consolidated balance sheet date. The third-
party actuary’s analysis uses generally accepted actuarial methods and is used to
validate the accuracy of  the total of  the known claims reserves. The Company
uses the point estimate of  the projected IBNR from the third-party actuary’s
analysis, considering it to be the best estimate of  the total amount required for



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CATIC FINANCIAL, INC.

the IBNR reserve. It is likely that a change in the estimate will occur in future
years and such change may be material. 

Escrow Funds – In the normal course of  business, the Company receives and
holds escrow funds for certain transactions or disputes with title. The Company
holds these funds as an agent and does not consider them to be assets or liabilities
of  the Company therefore, the amounts are not included in the consolidated bal-
ance sheets. 

Leases – Rentals that convey merely the right to use property are charged to ex-
pense as incurred.

Advertising – The Company expenses production costs of  advertising the first
time the advertising takes place. Advertising expense for the years ended De-
cember 31, 2009 and 2008 was $222,758 and $273,677, respectively.

Income and Premium Taxes – Income tax expense includes federal and state
income taxes currently payable and deferred federal income taxes. The Company
provides for deferred taxes on temporary differences arising from assets and li-
abilities whose bases are different for financial reporting and income tax pur-
poses. These differences relate primarily to different depreciation and loss reserve
methods used for financial reporting and income tax purposes, unrealized gains
(losses) on investments and the recognition of  net operating loss carryforwards.
A valuation allowance is provided to the extent the Company cannot determine
that the ultimate realization of  net deferred tax assets is more likely than not.

In lieu of  state income taxes, CATIC and NJTIC pay state premium taxes based
on premiums written. The other subsidiaries continue to be taxed on their re-
spective state income.  

Dividends – Without prior approval of  its two domiciliary states, dividends to
Financial from CATIC and NJTIC are limited by the laws of  Connecticut and
New Jersey, which amounts are based on restrictions relating to either the greater
of  10% of  statutory surplus as of  the preceding year-end, or the net gain from
operations in the previous year. Further, NJTIC cannot pay interest on its surplus
notes to Financial without first obtaining permission from its regulator, the New
Jersey Department of  Banking and Insurance. As filed with their primary regu-
lators, the December 31, 2009 statutory surplus of  CATIC and NJTIC totaled
$37,406,582 and $4,339,472, respectively.  The net gain from operations of  each
company, while positive, does not exceed the statutory surplus test threshold. 

On March 2, 2009, CATIC paid a $3,950,000 dividend to Financial in anticipation
of  Financial purchasing a new issuance of  surplus notes of  $4.0 million from
NJTIC. Such dividend from CATIC received the prior approval of  the Connecti-
cut Insurance Department. There were no other dividends paid by CATIC or
NJTIC during 2009 and 2008.

Fair Value Measurements – Fair value is defined as the price that would be re-
ceived to sell an asset or paid to transfer a liability in an orderly transaction be-
tween market participants, as of  the measurement date.  Authoritative accounting
guidance establishes a hierarchy of  valuation techniques based upon whether the
inputs to those valuation techniques reflect assumptions other market partici-
pants would use based upon market data obtained from independent sources
(also referred to as observable inputs).  The following summarizes the fair value
hierarchy: 

Level 1 – Quoted prices in active markets that are unadjusted and accessi-
ble at the measurement date for identical, unrestricted assets or liabilities;  

Level 2 – Quoted prices for identical assets and liabilities in markets that
are not active, quoted prices for similar assets and liabilities in active mar-
kets or financial instruments for which significant observable inputs are
available, either directly or indirectly such as interest rates and yield curves
that are observable at commonly quoted intervals; and

Level 3 – Price or valuation techniques that require inputs that are unob-
servable. 

The Company measures and discloses the fair value of  its financial and non-fi-
nancial assets and liabilities that are required to be measured at fair value accord-
ing to the fair value hierarchy.  As of  December 31, 2009 and 2008, the
Company’s financial assets required to be measured and disclosed at fair value
consist of  debt securities classified as available-for-sale, equity securities and fi-
nancial assets underlying the defined benefit plan.  As of  December 31, 2009
and 2008, the Company had no non-financial assets required to be measured and
disclosed at fair value on a recurring basis. 

Reclassifications – Certain amounts in the prior year financial statements have
been reclassified to conform to the current year presentation.

Subsequent Events – Subsequent events were evaluated through April 14, 2010,
which is the date the consolidated financial statements were available to be is-
sued.

NOTE 3 – INVESTMENTS

Details on carrying value and alternate value of  the Company’s debt and equity
securities at December 31, 2009 and 2008, follow.  Carrying value is amortized
cost for held-to-maturity debt securities and fair value for available-for-sale debt
securities and equity securities.  Alternate values are fair value and cost, respec-
tively. 

2009 2008
Carrying        Alternate      Carrying       Alternate
Value            Value           Value           Value

Held-to-maturity
debt securities:

Tax-exempt
securities             $10,381,893   $10,694,326   $ 5,158,213    $ 5,287,382

Government
bonds                   12,147,025     12,541,611    12,867,442     13,525,638

Corporate bonds       6,445,583       6,762,209      9,405,900       9,347,230
                                   28,974,501     29,998,146    27,431,555     28,160,250
Available-for-sale
debt securities:

Tax-exempt
securities                 1,955,403       1,933,755      6,763,714       6,655,912

Government
bonds                    7,934,409       7,919,903      5,680,154       5,467,795

Corporate bonds    17,258,015     16,971,417    12,103,654     12,548,102
                                   27,147,827     26,825,075    24,547,522     24,671,809
Equity securities            5,478,602       6,140,881      4,265,016       6,032,274
                                  $61,600,930   $62,964,102  $56,244,093   $58,864,333

Details on unrealized gains and losses of  the Company’s debt and equity securi-
ties at December 31, 2009 and 2008, follow. 
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2009 2008
Unrealized       Unrealized    Unrealized    Unrealized

Gains            Losses           Gains          Losses
Held-to-maturity
debt securities:
Tax-exempt
securities                $   348,069       $   (35,636)   $   149,773     $    (20,604)

Government bonds      488,149            (93,563)        658,196                      
Corporate bonds          316,626                                126,153         (184,823)

                                    $1,152,844       $ (129,199)   $   934,122     $  (205,427)
Available-for-sale
debt securities:

Tax-exempt
securities                $    27,852       $     (6,204)   $   185,490     $    (77,688)

Government bonds        97,800            (83,294)        212,359                       
Corporate bonds          381,170            (94,572)        185,019         (629,467)

                                        506,822          (184,070)        582,868         (707,155)
Equity securities                 16,189          (678,468)        182,121      (1,949,379)
                                   $   523,011       $ (862,538)   $   764,989    $(2,656,534)
Gross unrealized gains
(losses) on available-
for-sale securities        $ (339,527)                        $(1,891,545)
Deferred income 
tax provision
(benefit)                    $ (115,439)                        (643,127)
Net unrealized gains
(losses) included in
other comprehensive
income (loss)              $ (224,088)                        $(1,248,418)
                                                                             
The following table sets forth, as of  December 31, 2009, investments that have
been in a continuous unrealized loss position for less than 12 months and those
that have been in a continuous unrealized loss position for 12 months or longer
for which other-than-temporary impairments have not been recognized.

Less than 12 Months        12 Months or Greater
Aggregate                           Aggregate

Unrealized         Fair            Unrealized         Fair
Loss             Value               Loss            Value

Held-to-maturity
debt securities:
Tax-exempt
securities              $   (14,092)       $1,144,135     $   (21,544)     $   514,210

Government
bonds                        (93,563)         1,519,982                                            

                                     (107,655)         2,664,117         (21,544)         514,210
Available-for-sale
debt securities:

Tax-exempt
securities                    (6,204)            842,268

Government
bonds                       (83,294)         4,544,944

Corporate bonds        (61,623)         4,436,928      (32,949)         859,128
                                     (151,121)         9,824,140      (32,949)         859,128
Equity securities                (2,134)         1,705,032        (676,334)       3,500,520
                                $   (260,910)      $14,193,289     $ (730,827)     $4,873,858

Unrealized losses in the Company’s portfolios have been primarily caused by cur-
rent economic circumstances in the United States and globally. The loss positions
of  the securities were not viewed to be due to credit-related issues resulting from
financial difficulty of  the issuers. As of  December 31, 2009, the average fixed-
income rating of  the portfolio was AA. The Company has no history of  selling

similar underwater securities before recovery. For the most part, except for cer-
tain tax-driven or adverse credit change reasons, the Company employs a buy
and hold philosophy for its portfolios. Further, the Company believes it has the
financial strength and the ability to hold securities in an unrealized loss position
until their value is recovered. There are no regulatory obligations that would re-
quire the sale of  these positions.  Although the current real estate market and
the resulting need for title insurance transactions is depressed, management does
not believe these adverse business conditions will force the Company to sell in-
vestments to meet working capital requirements. Management has concluded
that the Company has sufficient cash to support operations and that the Com-
pany has the ability to hold the securities until recovery of  full value. During the
year ended December 31, 2009, the Company recognized no other-than-tempo-
rary impairments of  investments.  

The following table sets forth the fair value and amortized cost of  debt securities
at December 31, 2009 by contractual or expected maturity.  Expected maturities
will differ from contractual maturities because borrowers may have the right to
call or prepay obligations with or without call or prepayment penalties.

Held-to-Maturity Available-for-Sale
Amortized          Fair Amortized        Fair

Cost              Value Cost           Value
One year or less     $  2,500,415      $  2,536,165      $    548,871   $    551,846
One to five years     10,893,038        11,457,519       14,478,395    14,714,430
Five to ten years      12,758,111        13,069,126       10,873,033    10,905,848
After ten years           2,822,937          2,935,336           924,776        975,703
                             $28,974,501      $29,998,146     $26,825,075  $27,147,827

During 2009, the Company sold, prior to its maturity date, a debt security clas-
sified as held-to-maturity due to evidence of  a significant deterioration of  the
issuer’s credit worthiness.  The security had a carrying value of  $305,822 at the
date of  sale and was sold for proceeds of  $319,929.  Accordingly, the Company
recognized a realized gain on the sale of  this investment totaling $14,047.

As of  December 31, 2009 and 2008, debt securities classified as held-to-maturity
with an amortized cost of  $654,795 and $558,936, respectively, were pledged as
collateral to conduct business in four states.

The following table presents, as of  December 31, 2009 and 2008, the carrying
values of  the Company’s available-for-sale investments measured at fair value on
a recurring basis:

2009 2008  
Level 1 Level 2 Level 1 Level 2

Debt securities:
Tax-exempt

securities          $                       $ 1,955,403                               $ 6,763,714
Government

Bonds                                          7,934,409                                 5,680,154
Corporate bonds                          17,258,015                                12,103,654

                                                      27,147,827                                24,547,522
Equity securities       5,478,602                                 4,265,016
                              $5,478,602     $27,147,827       $4,265,016      $24,547,522

As of  December 31, 2009 and 2008, the Company’s debt securities classified as
available-for-sale are measured based upon quoted prices for similar assets in ac-
tive markets and the Company’s equity securities are measured based upon
quoted prices for identical assets in active markets. 
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The components of  net realized investment gains (losses) presented in the accom-
panying statements of  operations and changes in stockholders’ equity for the years
ended December 31, 2009 and 2008 were as follows:

2009       2008  
Realized Realized Realized Realized
Investment     Investment      Investment     Investment

Gains Losses Gains Losses
Debt securities           $577,609        $(488,944)          $446,288        $(369,234)
Equity securities          360,547          (342,469)            170,402            (89,744)
                                 $938,156        $(831,413)          $616,690        $(458,978)
Net realized
investment gains      $106,743                                  $157,712

Interest and dividend income presented in the accompanying statements of  opera-
tions and changes in stockholders’ equity for the years ended December 31, 2009
and 2008 consist of  the following: 

2009               2008
Debt securities                                                        $2,246,708        $2,557,271
Equity securities                                                            69,900             101,037
Cash and cash equivalents                                             14,403             109,541
                                                                              $2,331,011        $2,767,849

NOTE 4 – PREMISES AND EQUIPMENT

Premises and equipment at December 31, 2009 and 2008, are summarized by major
classification as follows: 

2009               2008
Land and land improvements                                 $   403,162        $   392,032
Building and improvements                                      3,925,508          3,925,508
Furniture and equipment                                          4,349,520          4,297,404
                                                                                8,678,190          8,614,944
Less: accumulated depreciation and amortization     6,980,648          6,753,814
                                                                              $1,697,542        $1,861,130

Depreciation and amortization expense of  premises and equipment was $323,351
and $354,420 for 2009 and 2008, respectively.

NOTE 5 – TITLE PLANT

The title plant is carried at original cost. The costs of  maintaining (updating) the
title plant are charged to expense as incurred. Because a properly maintained title
plant has an indefinite life and does not diminish in value with the passage of  time,
no provision has been made for depreciation or amortization. The Company con-
tinually analyzes its title plant for impairment and has determined that fair value ex-
ceeds the carrying value. This analysis includes, but is not limited to, the effects of
obsolescence, duplication, demand and other economic factors. No impairment loss
on the title plant was recognized during 2009 or 2008.

NOTE 6 – POLICY CLAIMS AND LOSS ADJUSTMENT EXPENSES

Activity in policy claims and loss adjustment expenses for the years ended December
31, 2009 and 2008 is summarized as follows:

2009 2008
Incurred (recovered) related to:

Current year                                                      $5,935,784      $  4,905,497
Prior years                                                               (192,644)        2,012,147

                                                                                5,743,140          6,917,644
Paid related to:

Current year                                                             573,784              27,098
Prior years                                                             5,052,470          5,475,707

                                                                                5,626,254          5,502,805
Increase in liability                                                       116,886          1,414,839
Liability—beginning of  year                                   22,133,000        20,718,161
Liability—end of  year                                           $22,249,886      $22,133,000

The provision for policy claims and loss adjustment expenses decreased by
$192,644 and increased by $2,012,147 in 2009 and 2008, respectively, as a result
of  changes in estimates of  anticipated losses incurred in prior years.  The nature
of  title insurance makes its claims experience particularly sensitive to economic
events such as changes in interest rates or declines in home sales. The downturn
in the real estate market, and problems related to defaults on mortgage payments,
foreclosures, etc., have resulted in substantial unexpected claim activity from
lenders, which dramatically increases title insurers’ claim liabilities. Events such
as mortgage fraud and agent defalcations have been on the rise, and if  this trend
continues, they can substantially and unexpectedly cause increases in estimates
of  losses. The largest amount retained on any policy by the Company is currently
$12.9 million. These risk factors, coupled with the variability that is inherent in
any unpaid claim estimate, could result in a material deviation from the net unpaid
claims. 

NOTE 7 – REINSURANCE

CATIC and NJTIC have separate treaties covering their respective reinsurance
needs.

CATIC cedes and assumes title policy risks to and from other insurance compa-
nies in order to limit and diversify its risk. CATIC retains, without reinsurance,
the first $5 million of  liability risk on any policy. If  there is an excess of  $5 million
of  liability up to $21.7 million, CATIC retains an additional 30%. Thus, the max-
imum retention of  liability on any one risk for CATIC is $10 million. If  the lia-
bility exceeds $21.7 million, CATIC cedes 100% of  the risk in excess of  that
amount. 

NJTIC currently assumes no reinsurance risks and cedes title policy risks to
CATIC and to a third-party title insurance company in order to limit its risk.
NJTIC retains, without reinsurance, the first $3 million of  liability risk on any
policy. If  there is an excess of  $3 million of  liability, up to $36 million, CATIC
assumes 30% of  the $33 million excess over $3 million and the third-party title
insurance company assumes the remaining 70% of  the $33 million excess over
$3 million. In addition, NJTIC has an extended facility with the third-party title
insurance company to take 100% of  the risk of  $14 million in excess of  $36 mil-
lion, thus giving NJTIC the capacity to write business on exposures of  up to $50
million. However, the maximum retention of  liability on any one risk for NJTIC
is $3.0 million and for NJTIC and CATIC combined is $12.9 million.

Due to statutory regulatory restraints, CATIC and NJTIC are restricted to pur-
chasing reinsurance from other title insurance companies. Consequently, CATIC
purchases significantly all its title reinsurance from one third-party title insurance
company, and NJTIC purchases significantly all its title reinsurance either from
CATIC or from the same third-party title insurance company. CATIC and NJTIC
are both using the same reinsuring title insurance company, which has a Fitch
Ratings rating of  A+ and an AM Best rating of  A, ratings indicative of  the high-
est quality to meet its obligations. CATIC and NJTIC remain liable to the extent
that the reinsuring company cannot meet its obligations under reinsurance agree-
ments.

Neither CATIC nor NJTIC has paid or recovered any reinsurance losses during
the years ended December 31, 2009 and 2008. The total amount of  premiums
for assumed and ceded risks was less than 1% of  title insurance premiums.

NOTE 8 – NOTES PAYABLE

The following notes are included in notes payable at December 31, 2009 and
2008:
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2009 2008
Note payable, monthly payments of
interest only at a fixed rate of  4.58%,
principal due February 2019                                  $2,600,000                         

Mortgage note payable in monthly
installments of  $21,222 including 
interest at 5.68%, through April 2013,
with a balloon principal payment due
at that time                                                             2,392,568          2,505,970

Surplus note payable in semi-annual
interest only installments at 5%, with a 
balloon principal payment on 
December 31, 2008                                                                         1,500,000

                                                                               $4,992,568        $4,005,970

On February 18, 2009, CATIC borrowed $2.6 million from the Federal Home
Loan Bank of  Boston, for ten years at a fixed rate of  4.58% interest-only monthly
payments. The purpose of  this loan was to provide funding to NJTIC necessary
to redeem a $1.5 million surplus note due to its former owner and to provide
NJTIC with additional working capital.  

The mortgage note is payable by Financial and is collateralized by the Company’s
home office land and building in Rocky Hill, Connecticut. The mortgage contains
an annual financial covenant with which Financial was in compliance at Decem-
ber 31, 2009.

Expected maturities of  the notes payable are as follows:

Year ending December 31,
2010                                                                  $   122,218
2011                                                                       129,344
2012                                                                       136,865
2013                                                                    2,004,141
2014
2015 and thereafter                                              2,600,000

                                                                               $4,992,568

CATIC has a $1,500,000 line of  credit with a national commercial bank with in-
terest at LIBOR plus 100 basis points or at the bank’s prime rate, whichever rate
the Company chooses at drawdown. The drawdown period under this agreement
expired February 1, 2010, but was extended for an additional year since there
was no event of  default. The line is uncollateralized and was issued under the
general credit of  the Company. The line contains various financial and other
covenants as are customary in commercial arrangements of  this type. There was
no outstanding balance at December 31, 2009 and 2008. 

NOTE 9 – BENEFIT PLANS

401(k) Savings and Profit-Sharing Plan – The Company has a 401(k) savings
and profit-sharing plan that covers substantially all employees subject to age and
service requirements. The Company matches a portion of  each employee’s con-
tributions to the plan and also provides for additional, discretionary profit-sharing
contributions at the sole discretion of  the Board of  Directors. Company contri-
butions to the 401(k) plan for the years ended December 31, 2009 and 2008, to-
taled $326,878 and $352,021, respectively. 

Defined Benefit Plan – NJTIC maintains a noncontributory defined benefit
retirement plan. Effective July 31, 1993, NJTIC froze the plan with no further
accrual of  future benefits and no additional participants entering the plan. The
Company’s funding policy is to contribute annually an amount within the per-
mitted ranges as determined by the plan’s independent, third-party actuary. As
of  December 31, 2009 and 2008, the assets of  the plan are generally invested in
two group pension contracts with a domestic life insurance company and various
mutual fund investments. 

The following table sets forth the changes in the plan benefit obligation and fair
value of  plan assets for the years ended December 31, 2009 and 2008.

2009 2008
Change in benefit obligation:
Benefit obligation, beginning of  year                    $1,410,266        $1,427,252

Interest cost                                                             94,699            101,128
Actuarial (gain) loss                                                 (70,589)             24,002
Benefits paid                                                         (142,187)          (142,116)

Benefit obligation, end of  year                             $1,292,189        $1,410,266

Change in fair value of  plan assets:
Fair value of  plan assets, beginning of  year          $1,280,271        $1,454,824

Actual gain (loss) on plan assets                             177,547             (38,416)
Employer contributions                                           44,124                5,979
Benefits paid                                                         (142,187)          (142,116)

Fair value of  plan assets, end of  year                    $1,359,755        $1,280,271

Funded status                                                          $    67,566         $(129,995)

The following table sets forth the components of  the net periodic pension cost
(benefit) recognized as a component of  income from operations in the accom-
panying consolidated statements of  operations and stockholders’ equity for the
years ended December 31, 2009 and 2008:

2009             2008
Interest cost                                                               $  94,699        $  101,128
Amortization of  net loss                                               3,772
Amortization of  transition asset                                  (4,127)             (4,127)
Expected return on plan assets                                  (90,850)          (103,341)
Net periodic pension cost (benefit)                        $   3,494         $   (6,340)

The following table sets forth the amounts recognized in accumulated other com-
prehensive loss and amounts not yet recognized as a component of  net periodic
benefit cost at December 31, 2009 and 2008: 

2009             2008
Cumulative net loss                                                    $(92,533)        $(253,591)
Net transition asset                                                        52,250              56,377
Amount recognized in accumulated other
comprehensive loss                                                    (40,283)          (197,214)

Cumulative employer contributions in excess
of  net periodic benefit cost                                       107,849              67,219

Net asset (liability) recognized in the
consolidated balance sheets                                      $ 67,566         $(129,995)

The following table sets forth the amounts recognized in accumulated other com-
prehensive loss for the years ended December 31, 2009 and 2008:

2009              2008
Net gain (loss)                                                            $157,286         $(165,759)
Amortization of  transition asset                                    (4,127)             (4,127)
Amortization of  net loss                                                 3,772                        
                                                                                   156,931          (169,886)
Amounts recognized in accumulated other
comprehensive loss, beginning of  year                     (197,214)            (27,328)

Amounts recognized in accumulated other
comprehensive loss, end of  year                                (40,283)          (197,214)

Deferred income tax asset                                             13,696              67,053
Amounts recognized in accumulated other
comprehensive loss, net of  taxes                              $(26,587)        $(130,161)

The estimated amount of  net loss and transition asset that will be amortized
from accumulated other comprehensive loss into net periodic benefit cost in
2010 is $7,652 and $4,127, respectively. 

The following table sets forth plan assets carried at fair value as of  December
31, 2009 and 2008 and their designation within the fair value hierarchy based
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upon the method used to determine fair value and changes in the fair value of
plan assets measured using Level 3 inputs for the years then ended.

2009                                    2008
Level 1            Level 2            Level 1       Level 2

Equity securities        $627,888                                   $453,793                       
Debt securities                                   $127,484                                               
                                 $627,888           $127,484          $453,793                       

2009               2008             
Level 3:
Guaranteed investment contracts
Balance, beginning of  year                                     $528,781         $582,782

Purchases                                                               25,774             24,806
Sales                                                                      (64,722)           (81,056)

Changes in unrealized gain (loss)                               (3,829)              2,249
Balance, end of  year                                              $486,004         $528,781

As of  December 31, 2009 and 2008, the plan’s equity securities and mutual funds
are measured based upon quoted prices for identical assets in active markets, the
plan’s debt securities are measured based upon quoted prices for similar assets
in active markets and the plan’s investments in guaranteed investment contracts
are valued using unobservable inputs. 

The plan held cash and cash equivalents totaling $118,379 and $297,697 as of
December 31, 2009 and 2008, respectively.

For the years ended December 31, 2009 and 2008, the Company used a discount
rate of  7.5% in calculating the projected benefit obligation and the expected
long-term rate of  return on assets. No benefit obligation is necessary for non-
vested employees. All participants are vested.

The following benefit payments are expected to be paid by the Company’s benefit
plan:

Year ending December 31,
2010 $144,626
2011 148,424
2012 145,617
2013 142,199
2014 140,464
2015 – 2019 616,717

The Company expects to contribute the minimum amount required to the plan
in 2010. Measurement dates of  December 31, 2009 and 2008 were used to de-
termine the amounts above. 

NOTE 10 – INCOME TAXES

The provision for (benefit from) income taxes for the years ended December
31, 2009 and 2008, is summarized below:

2009 2008
Current income taxes:
Federal                                                                    $   15,000     $   (465,144)
State                                                                                                         (39)

                                                                                     15,000          (465,183)
Deferred federal income tax expense (benefit)             472,121          (694,270)
Income tax provision (benefit)                                     487,121       (1,159,453)
Deferred income tax expense (benefit)–other
comprehensive income (loss)                                     581,045       (1,134,630)

Total income tax expense (benefit–
comprehensive income (loss)                                $1,068,166     $(2,294,083)

 The Company’s deferred income tax assets and liabilities arising from temporary
differences between accounting income and taxable income consisted of  the fol-
lowing at December 31, 2009 and 2008:

2009                2008
Policy claims and claim adjustment
expenses                                                               $1,793,118        $1,786,167

Net operating loss carryforwards                              1,391,159          1,772,416
Investments                                                                   62,164            111,975
Investments – other comprehensive loss                     115,439            643,127
Pension – other comprehensive loss                              13,696              67,053
Other                                                                          274,650            335,553
Valuation allowance                                                    (667,595)          (678,263)
Gross deferred income tax asset                             2,982,631          4,038,028

Depreciation on premises and equipment                      42,105              74,300
Other                                                                          186,319            156,355
Gross deferred income tax liabilities                          228,424            230,655

Net deferred income tax assets                               $2,754,207        $3,807,373
                                                                                               
As of  December 31, 2009, the Company had net operating loss carryforwards
for federal income tax purposes of  $4,091,643. A portion of  the federal amount,
$3,307,388, is subject to an annual limitation of  $235,040 as a result of  a change
in NJTIC’s ownership upon its purchase by the Company on December 21, 2006,
as defined by federal Internal Revenue Code section 382 and the related income
tax regulations.  As a result of  the limitation, $2,424,615 is available to offset fu-
ture federal taxable income, which expires through 2028. Management estab-
lished a valuation allowance against the portion of  the net operating loss
carryforwards that management believes will not be realized.  

The Company is subject to federal income tax as well as income tax of  certain
state jurisdictions.  The Company has not been audited by the Internal Revenue
Service or any states in connection with income taxes.  The periods from De-
cember 31, 2003 to December 31, 2009 remain open to examination by the In-
ternal Revenue Service and state authorities. 

The income tax provisions differ from the amounts that would be obtained by
applying statutory income tax rates to income before income taxes due to tax-
exempt interest, tax-advantaged dividend income earned and prior year true-ups.
The Company recognizes interest accrued related to unrecognized tax benefits
and penalties, if  incurred, as a component of  income tax expense. 

The Company’s management has determined that the Company has no uncertain
tax positions at December 31, 2009.

NOTE 11 – COMMON STOCK

Common stock consists of  50,000 shares authorized ($50 par value) and 4,327
and 4,414 shares issued and outstanding at December 31, 2009 and 2008, respec-
tively. Common stock also includes $750,000 of  capitalized retained earnings.
Share ownership in the corporation is limited to individuals who are licensed to
practice law and to partnerships and professional corporations comprised of  in-
dividuals who are licensed to practice law. Shares are repurchased by the corpo-
ration at par value if  the stockholder surrenders the stock, ceases to be qualified
as a stockholder, or owns more than the maximum number of  shares allowed
by the bylaws. No stockholder is allowed to receive any dividends.

NOTE 12 – CASH FLOWS

The following table provides a reconciliation of  net income (loss) to net cash
provided by (used in) operating activities for the years ended December 31, 2009
and 2008. 



2009              2008

Net income (loss)                                                    $  146,038       $(2,053,996)
Adjustments to reconcile net income (loss)
to net cash provided by (used in) operating
activities:

Depreciation and amortization                               361,176            644,860
Amortization of  bond premium                             125,106            143,215
Deferred income taxes                                           472,121           (694,270)
Net realized gains on investments                         (106,743)          (157,712)
Bad debt expense (recovery)                                     45,244             (51,000)
(Increase) decrease in  operating assets:

Accounts, notes and other receivables                (156,035)           294,154
Accrued interest                                                   (77,828)             35,059
Prepaid expenses                                                (153,122)            (69,430)
Federal income tax recoverable                            494,793           (322,215)
Other assets                                                            2,529                1,292

Increase (decrease) in operating liabilities:
Policy claims and claim adjustment expenses       116,886          1,414,839
Accounts payable and accrued expenses              697,495           (556,817)
Deferred revenue                                                  85,819           (307,401)

Net cash provided by (used in) operating
activities                                                                $2,053,479      $(1,679,422)

NOTE 13 – ESCROW AND REVERSE LIKE-KIND EXCHANGE TRANSACTIONS

The Company administers escrow and trust deposits representing undisbursed
amounts received for indemnities against specific title risks.  The amount of  es-
crow assets being held by CATIC and NJTIC totaled $3,920,104 and $780,531
at December 31, 2009 and $4,410,728 and $530,910 at December 31, 2008, re-
spectively.  The escrow amounts are not considered assets or liabilities of  the
Company and are, therefore, excluded from the accompanying consolidated bal-
ance sheets.  

Through CESI, the Company facilitates tax-deferred property exchanges for cus-
tomers pursuant to Section 1031 of  the Internal Revenue Code. Acting as a qual-
ified intermediary, CESI holds the proceeds from sales transactions until a
qualifying acquisition occurs, thereby assisting its customers in deferring the
recognition of  taxable income. The amount of  escrow assets being held by CESI
at December 31, 2009 and 2008, was $3,309,471 and $3,296,229, respectively.
The escrow amounts are not considered assets or liabilities of  the Company and
are, therefore, excluded from the accompanying consolidated balance sheets.  

Through CEFI, the Company also facilitates tax-deferred property exchanges
for customers pursuant to Revenue Procedure 2000-37, so-called "reverse ex-
changes." These reverse exchanges require the Company to take title to the cus-
tomer’s property until a qualifying disposition occurs. Through these reverse
exchanges, the Company acquires property on behalf  of  customers using funds
provided by the customers or from non-recourse loans arranged by the customer.
The property is triple-net leased to the customer, and the customer fully indem-
nifies the Company against all risks associated with ownership of  the property.
The total purchase price of  property held under these arrangements was approx-
imately $347,648 and $1,109,000 at December 31, 2009 and 2008, respectively.
These properties are not considered assets of  the Company and are, therefore,
excluded from the accompanying consolidated balance sheets.

NOTE 14 – LEASES

The Company is obligated under leases for office space and computer equipment
through March 2014.  The leases also require the Company to pay its pro-rata

share of  operating expense increases. Total rent expense under the operating
leases totaled $488,646 and $519,593 in 2009 and 2008, respectively, and is
recorded in general and administrative expenses in the consolidated statements
of  operations and stockholders’ equity. 

At December 31, 2009, three third-party tenants are obligated to the Company
for real estate leases through 2012. Total rental income under these leases was
$183,975 and $199,604 for 2009 and 2008, respectively, and is netted against gen-
eral and administrative expenses in the consolidated statements of  operations
and stockholders’ equity.

Future minimum lease payments and rental income are as follows:

Lease                Rental 
Year ending December 31,              Expense            Income              Net

2010                                           $   559,333          $198,876       $   360,457
2011                                               455,799              96,918            358,881
2012                                               295,327              24,517            270,810
2013                                               156,445                                    156,445
2014                                                 87,925                                      87,925

                                                       $1,554,829          $320,311        $1,234,518 

NOTE 15 – RELATED PARTIES

Certain agents of  CATIC are also stockholders of  Financial. Agents receive title
insurance commissions in the ordinary course of  business. During the periods
covered by these statements, no agent received commissions of  more than one
percent of  total commissions. There were no amounts loaned to any directors,
officers or stockholders during the two years covered by these consolidated fi-
nancial statements.  

NOTE 16 – LITIGATION

In the ordinary course of  business, claims have been made against the Company.
Certain of  the claims are insured but subject to varying deductibles and certain
claims may be uninsured. The amount of  liability, if  any, from these claims can-
not be estimated at this time, but management is of  the opinion that the outcome
of  the claims will not have a material effect on the Company’s financial position
or operations. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CATIC FINANCIAL, INC.
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