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On February 18, 2014, there were 106,143,775 shares of common stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statement with respect to the 2014 annual meeting of the stockholders are
incorporated by reference in Part III of this report. The definitive proxy statement or an amendment to this Form 10-K
will be filed no later than 120 days after the close of registrant’s fiscal year.
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CERTAIN STATEMENTS IN THIS ANNUAL REPORT ON FORM 10-K, INCLUDING BUT NOT LIMITED TO
THOSE RELATING TO:

-THE COMPANY’S PURSUIT OF GROWTH OPPORTUNITIES IN ITS CORE BUSINESS AND THE BUILDING
OF ITS RELATED BUSINESSES, INCLUDING THROUGH ACQUISITIONS;

-THE MAKING OF INVESTMENTS DESIGNED TO IMPROVE THE CUSTOMER EXPERIENCE;

-THE EFFECT OF A DECREASE IN PRODUCTS OR SERVICES PURCHASED BY OR FOR THE BENEFIT OF
THE COMPANY’S MOST SIGNIFICANT CUSTOMERS;

-FUTURE ACTIONS TO BE TAKEN IN CONNECTION WITH THE COMPANY’S REVIEW OF ITS AGENCY
RELATIONSHIPS;

-THE COMPANY’S CONTINUED PRACTICE OF ASSUMING AND CEDING LARGE TITLE INSURANCE
RISKS THROUGH REINSURANCE;

-CONTINUED PRICE AND AGENCY SPLIT ADJUSTMENTS;

-THE ADEQUACY OF THE ALLOWANCE AGAINST PROBABLE LOAN LOSSES;

-THE LIKELIHOOD OF CHANGES IN EXPECTED ULTIMATE LOSSES AND CORRESPONDING LOSS
RATES AND RELATED ASSUMPTIONS;

-THE EFFECT OF LAWSUITS, REGULATORY AUDITS AND INVESTIGATIONS AND OTHER LEGAL
PROCEEDINGS ON THE COMPANY’S FINANCIAL CONDITION, RESULTS OF OPERATIONS OR CASH
FLOWS;

-FUTURE PAYMENT OF DIVIDENDS;

-THE HOLDING OF AND EXPECTED CASH FLOW FROM DEBT SECURITIES AND ASSUMPTIONS
RELATING THERETO;

-POTENTIAL FUTURE IMPAIRMENT CHARGES AND RELATED ASSUMPTIONS;

-THE EFFECT OF PENDING ACCOUNTING PRONOUNCEMENTS ON THE COMPANY’S FINANCIAL
STATEMENTS;

-THE EFFECTS OF FUTURE ACTIONS OR INACTION OF THE UNITED STATES GOVERNMENT OR
RELATED AGENCIES, INCLUDING THOSE RELATED TO THE UNITED STATES DEBT CEILING, A
SHUTDOWN OF THE FEDERAL GOVERNMENT, OR MONETARY POLICY;

-EXPENSE MANAGEMENT EFFORTS;

-THE COMPANY’S CONTINUED MONITORING OF ORDER VOLUMES AND RELATED STAFFING
LEVELS, AND ADJUSTMENTS TO STAFFING LEVELS AS NECESSARY;

-EXPECTED FORECLOSURES AND FORECLOSURE PROCESSING ACTIVITY;

-ULTIMATE LOSS EMERGENCE AND CLAIMS RESERVES FOR THE GUARANTEED VALUATION
PRODUCT OFFERED IN CANADA;

-UNCERTAINTY AND VOLATILITY IN THE CURRENT ECONOMIC ENVIRONMENT AND ITS EFFECT ON
TITLE CLAIMS;

-THE VARIANCE BETWEEN ACTUAL CLAIMS EXPERIENCE AND PROJECTIONS AND FUTURE
RESERVE ADJUSTMENTS BASED ON UPDATED ESTIMATES OF FUTURE CLAIMS;

-IMPROVEMENT OF SPECIALTY INSURANCE PROFIT MARGINS AS REVENUES INCREASE;

-THE SUFFICIENCY OF THE COMPANY’S RESOURCES TO SATISFY OPERATIONAL CASH
REQUIREMENTS;

-THE PLANNED ACQUISITION OF A COMPANY THAT PROVIDES LOAN QUALITY ANALYTICS,
DECISION SUPPORT TOOLS AND LOAN REVIEW SERVICES FOR THE MORTGAGE INDUSTRY AND ITS
ANTICIPATED CLOSING AND FINANCING THROUGH THE COMPANY’S CREDIT FACILITY;

-THE TIMING OF CLAIM, PENSION AND SUPPLEMENTAL BENEFIT PLAN PAYMENTS;
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-EXPECTED MATURITY DATES OF CERTAIN ASSETS AND LIABILITIES THAT ARE SENSITIVE TO
CHANGES IN INTEREST RATES;

-THE UNITED STATES GOVERNMENT’S COMMITMENT TO ENSURING THAT FANNIE MAE AND
FREDDIE MAC HAVE SUFFICIENT CAPITAL TO PERFORM UNDER GUARANTEES ISSUED AND TO
MEET THEIR DEBT OBLIGATIONS;

-ASSUMPTIONS UNDERLYING GOODWILL VALUATIONS;

-THE REALIZATION OF TAX BENEFITS ASSOCIATED WITH CERTAIN LOSSES, POTENTIAL TAX
PROVISIONS IN CONNECTION WITH THE EARNINGS OF FOREIGN SUBSIDIARIES AND THE
ADEQUACY OF TAX AND RELATED INTEREST ESTIMATES IN CONNECTION WITH EXAMINATIONS
BY TAX AUTHORITIES;

-NET ACTUARIAL LOSS AND PRIOR SERVICE CREDIT RELATING TO PENSION PLANS;

-EXPECTED BENEFIT AND PENSION PLAN CONTRIBUTIONS, PAYMENTS AND INVESTMENT
STRATEGY AND ASSET AND LIABILITY ASSUMPTIONS; AND

-COMPENSATION COST RECOGNITION ASSOCIATED WITH UNVESTED RESTRICTED STOCK UNITS
AND STOCK OPTIONS,

ARE FORWARD LOOKING STATEMENTS WITHIN THE MEANING OF SECTION 27A OF THE

SECURITIES ACT OF 1933, AS AMENDED, AND SECTION 21E OF THE SECURITIES EXCHANGE ACT OF

1934, AS AMENDED. THESE FORWARD-LOOKING STATEMENTS MAY CONTAIN THE WORDS

“BELIEVE,” “ANTICIPATE,” “EXPECT,” “PLAN,” “PREDICT,” “ESTIMATE,” “PROJECT,” “WILL BE,” “WILL CONT

“WILL LIKELY RESULT,” OR OTHER SIMILAR WORDS AND PHRASES.

RISKS AND UNCERTAINTIES EXIST THAT MAY CAUSE RESULTS TO DIFFER MATERIALLY FROM
THOSE SET FORTH IN THESE FORWARD-LOOKING STATEMENTS. FACTORS THAT COULD CAUSE
THE ANTICIPATED RESULTS TO DIFFER FROM THOSE DESCRIBED IN THE FORWARD-LOOKING
STATEMENTS INCLUDE:

-INTEREST RATE FLUCTUATIONS;

-CHANGES IN THE PERFORMANCE OF THE REAL ESTATE MARKETS;

-VOLATILITY IN THE CAPITAL MARKETS;

-UNFAVORABLE ECONOMIC CONDITIONS;

-IMPAIRMENTS IN THE COMPANY’S GOODWILL OR OTHER INTANGIBLE ASSETS;

-FAILURES AT FINANCIAL INSTITUTIONS WHERE THE COMPANY DEPOSITS FUNDS;

-CHANGES IN APPLICABLE GOVERNMENT REGULATIONS;

-HEIGHTENED SCRUTINY BY LEGISLATORS AND REGULATORS OF THE COMPANY’S TITLE
INSURANCE AND SERVICES SEGMENT AND CERTAIN OTHER OF THE COMPANY’S BUSINESSES;
-REGULATION OF TITLE INSURANCE RATES;

-REFORM OF GOVERNMENT-SPONSORED MORTGAGE ENTERPRISES;

-LIMITATIONS ON ACCESS TO PUBLIC RECORDS AND OTHER DATA;

-CHANGES IN RELATIONSHIPS WITH LARGE MORTGAGE LENDERS AND GOVERNMENT-SPONSORED
ENTERPRISES;

CHANGES IN MEASURES OF THE STRENGTH OF THE COMPANY’S TITLE INSURANCE
UNDERWRITERS, INCLUDING RATINGS AND STATUTORY CAPITAL AND SURPLUS;

-LOSSES IN THE COMPANY’S INVESTMENT PORTFOLIO;

-EXPENSES OF AND FUNDING OBLIGATIONS TO THE PENSION PLAN;

-MATERIAL VARIANCE BETWEEN ACTUAL AND EXPECTED CLAIMS EXPERIENCE;
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-DEFALCATIONS, INCREASED CLAIMS OR OTHER COSTS AND EXPENSES ATTRIBUTABLE TO THE
COMPANY’S USE OF TITLE AGENTS;

-ANY INADEQUACY IN THE COMPANY’S RISK MITIGATION EFFORTS;

-SYSTEMS INTERRUPTIONS AND INTRUSIONS, WIRE TRANSFER ERRORS OR UNAUTHORIZED DATA
DISCLOSURES;

-INABILITY TO REALIZE THE BENEFITS OF THE COMPANY’S OFFSHORE STRATEGY;

-INABILITY OF THE COMPANY’S SUBSIDIARIES TO PAY DIVIDENDS OR REPAY FUNDS;
-CHALLENGES AND ADVERSE EFFECTS ARISING FROM ACQUISITIONS; AND

-OTHER FACTORS DESCRIBED IN THIS ANNUAL REPORT ON FORM 10-K.

THE FORWARD-LOOKING STATEMENTS SPEAK ONLY AS OF THE DATE THEY ARE MADE. THE

COMPANY DOES NOT UNDERTAKE TO UPDATE FORWARD-LOOKING STATEMENTS TO REFLECT

CIRCUMSTANCES OR EVENTS THAT OCCUR AFTER THE DATE THE FORWARD-LOOKING

STATEMENTS ARE MADE.
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PARTI

Item 1.Business
The Company

First American Financial Corporation (the “Company”) was incorporated in the state of Delaware in January 2008 to
serve as the holding company of The First American Corporation’s (“TFAC’s”) financial services businesses following
the spin-off of those businesses from TFAC (the “Separation”). The Separation was consummated on June 1, 2010, at
which time the Company’s common stock was listed on the New York Stock Exchange under the ticker symbol “FAF.”
The businesses operated by the Company’s subsidiaries have, in some instances, been in existence since the late 1800s.

The Company has its executive offices at 1 First American Way, Santa Ana, California 92707-5913. The Company’s
telephone number is (714) 250-3000.

General

The Company, through its subsidiaries, is engaged in the business of providing financial services through its title
insurance and services segment and its specialty insurance segment. The title insurance and services segment provides
title insurance, closing and/or escrow services and similar or related services domestically and internationally in
connection with residential and commercial real estate transactions. It also provides products, services and solutions
involving the use of real property related data, including data derived from its proprietary database, designed to
mitigate risk or otherwise facilitate real estate transactions. It maintains, manages and provides access to title plant
records and images and, in addition, provides banking, trust and investment advisory services. The specialty insurance
segment issues property and casualty insurance policies and sells home warranty products. In addition, our corporate
function consists of certain financing facilities as well as the corporate services that support our business operations.
Financial information regarding these business segments and the corporate function is included in “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Item 8. Financial
Statements and Supplementary Data” of Part II of this report.

The substantial majority of our business is dependent upon activity in the real estate and mortgage markets, which are
cyclical and seasonal. In the current market environment, we are focused on growing our core business and building
our related businesses to enhance the breadth of our offerings to our existing customers. We also remain focused on
operating efficiency and continued improvement of our customers’ experiences with our products, services and
solutions.

Title Insurance and Services Segment

Our title insurance and services segment issues title insurance policies on residential and commercial property in the
United States and offers similar or related products and services internationally. This segment also provides closing
and/or escrow services; accommodates tax-deferred exchanges of real estate; provides products, services and solutions
involving the use of real property related data designed to mitigate risk or otherwise facilitate real estate transactions;
maintains, manages and provides access to title plant records and images; and provides banking, trust and investment
advisory services. In 2013, 2012, and 2011 the Company derived 92.9%, 92.5% and 92.7% of its consolidated
revenues, respectively, from this segment.

Overview of Title Insurance Industry

In most instances mortgage lenders and purchasers of real estate desire to be protected from loss or damage in the
event of defects in the title they acquire. Title insurance is a means of providing such protection.



Title Policies.
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