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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
FORM 10-Q
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Quarter Ended June 30, 2006
Commission File Number 1-9396
FIDELITY NATIONAL FINANCIAL, INC.
(Exact name of registrant as specified in its charter)

Delaware 86-0498599
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
601 Riverside Avenue, Jacksonville, Florida 32204
(Address of principal executive offices) (Zip Code)

(904) 854-8100

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

YESpNOo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated

filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one)
Large Accelerated Filer p Accelerated Filer o Non-Accelerated Filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). YES o NO p

As of June 30, 2006, 176,257,445 shares of the Registrant s Common Stock were outstanding.
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Part I: FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements

FIDELITY NATIONAL FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

ASSETS

Investments:

Fixed maturities available for sale, at fair value, at June 30, 2006 includes
$297,850 and $206,281 of pledged fixed maturities related to secured trust
deposits and the securities lending program, respectively and at December 31,
2005 includes $305,717 and $135,249 of pledged fixed maturity securities
related to secured trust deposits and the securities lending program,
respectively

Equity securities, at fair value at June 30, 2006 includes $30,885 and at
December 31, 2005 includes $3,401 of pledged equities related to the
securities lending program

Other long-term investments

Short-term investments at June 30, 2006 includes $398,740 and at
December 31, 2005 includes $350,256 of pledged short-term investments
related to secured trust deposits

Total investments

Cash and cash equivalents, at June 30, 2006 includes $322,107 and $243,949
of pledged cash related to secured trust deposits and the securities lending
program, respectively, and at December 31, 2005 includes $234,709 and
$143,412 of pledged cash related to secured trust deposits and the securities
lending program, respectively

Trade and notes receivables, net of allowance of $33,297 at June 30, 2006 and
$34,037 at December 31, 2005

Goodwill

Prepaid expenses and other assets

Capitalized software

Other intangible assets

Title plants

Property and equipment, net

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities:

Accounts payable and accrued liabilities, at June 30, 2006 and December 31,
2005 includes $243,949 and $143,412, respectively, of security loans related
to the securities lending program

Table of Contents

June 30, December 31,
2006 2005
(Unaudited)
$ 2,975,580 $ 3,074,617

195,866 210,168
332,881 162,910
806,846 1,116,494
4,311,173 4,564,189
806,306 513,394
755,565 637,808
4,732,792 2,873,861
1,012,903 655,651
711,272 530,341
1,223,257 641,420
320,048 312,801
531,063 375,152

$ 14,404,379 $ 11,104,617
$ 1,568,319 $ 1,241,860
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Deferred revenue

Notes payable

Reserve for claim losses
Secured trust deposits
Deferred tax liabilities
Income taxes payable

Minority interests and preferred stock of subsidiary

Stockholders equity:

Preferred stock, $.0001 par value; authorized, 3,000,000 shares; issued and
outstanding, none

Common stock, $.0001 par value; authorized, 250,000,000 shares; issued,
184,273,952 as of June 30, 2006 and 182,024,039 as of December 31, 2005
Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Unearned compensation

Treasury stock, 8,016,507 shares as of June 30, 2006 and December 31, 2005,
at cost

See Notes to Condensed Consolidated Financial Statements
3

523,795
3,519,942
1,186,360
1,001,727

355,806

8,155,949
1,891,509

18
4,460,042
256,966
4,717,026
(95,618)
(264,487)
4,356,921

$ 14,404,379

494,888
3,217,019
1,113,506

882,602

130,846

107,817

7,188,538
636,304

18
3,530,969
103,665

3,634,652
(78,867)
(11,523)

(264,487)

3,279,775

$ 11,104,617
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FIDELITY NATIONAL FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS
(In thousands, except per share data)

REVENUE:

Direct title insurance premiums
Agency title insurance premiums
Escrow and other title related fees
Transaction processing

Specialty insurance

Interest and investment income
Realized gains and losses, net

Gain on sale of minority interest in FIS
Other income

Total revenue

EXPENSES:

Personnel costs

Other operating expenses
Agent commissions
Depreciation and amortization
Provision for claim losses
Interest expense

Total expenses

Earnings before income taxes and minority
interest

Income tax expense

Earnings before minority interest
Minority interest

Net earnings

Basic earnings per share

Weighted average shares outstanding, basic
Diluted earnings per share

Weighted average shares outstanding, diluted

Cash dividends paid per share

Table of Contents

Three months ended

June 30,
2006 2005
(Unaudited)

525,450 $ 583,035
690,530 750,166
287,197 298,812
976,067 659,156
97,708 77,320
45,096 28,915
8,681 21,699
14,040 13,413
2,644,769 2,432,516
891,841 808,115
602,061 447,332
529,082 576,205
137,969 105,232
124,075 110,802
62,960 47,028
2,347,988 2,094,714
296,781 337,802
110,402 130,053
186,379 207,749
53,758 17,707
132,621 $ 190,042
0.76 $ 1.10
175,438 172,404
0.73 $ 1.07
180,318 176,873
0.25 $ 0.25

Six months ended

June 30,
2006 2005
(Unaudited)

$ 994,372 $ 1,060,855
1,296,584 1,260,946
540,724 540,966
1,819,266 1,265,721
204,451 152,828
91,754 54,439
25,316 25,582
318,209
26,801 23,708
4,999,268 4,703,254
1,769,772 1,555,192
1,095,405 840,249
998,789 967,671
262,600 202,559
238,567 197,966
117,605 71,535
4,482,738 3,835,172
516,530 868,082
192,149 210,388
324,381 657,694
85,389 23,155
$ 238,992 $ 634,539
$ 1.37 $ 3.67
174,647 172,773
$ 1.32 $ 3.58
179,788 177,109
$ 0.50 $ 10.50
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See Notes to Condensed Consolidated Financial Statements
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Net earnings
Other comprehensive earnings (loss):
Unrealized gain (loss) on investments and other

financial instruments, net (1)
Unrealized loss on foreign currency translation(2)

FIDELITY NATIONAL FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS

(In thousands)

Three months ended

Reclassification adjustments for gains included in net
earnings (3)
Reclassification adjustments relating to minority
interests

Other comprehensive loss

Comprehensive earnings

(1)

2

Net of income tax
(benefit) expense
of $(13.2) million
and $5.2 million
and $(10.2)
million and $(5.7)
million for the
three months and
six months ended
June 30, 2006
and 2005,
respectively.

Net of income tax
(benefit) expense
$3.1 million and
$0.3 million and
of $3.8 million
and $(0.7) million
for the three
months and six
months ended
June 30, 2006
and 2005,
respectively.
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June 30,

2006 2005
(Unaudited)
$132,621 $ 190,042
(23,401) 8,525

5,241 (4,603)
(4,613) (8,805)
1,911
(20,862) (4,883)
$111,759 $ 185,159

Six months ended

June 30,

2006
(Unaudited)
$238,992

(11,947)
6,529

(12,808)
1,475

(16,751)

$222,241

2005

$634,539

(13,251)

(32,043)

$ 602,496
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(3) Net of income tax
expense of
$2.7 million and
$5.4 million and
$7.5 million and
$5.8 million for
the three months
and six months
ended June 30,
2006 and 2005,
respectively.
See Notes to Condensed Consolidated Financial Statements
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FIDELITY NATIONAL FINANCIAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY

Balance,
December 31,
2005

Adoption of
SFAS 123R
Exercise of stock
options

Tax benefit
associated with
the exercise of
stock options
Merger with
Certegy Inc.
Other
comprehensive
income (loss)
unrealized gain on
investments and
other financial
instruments
Other
comprehensive
income (loss)
unrealized gain on
foreign currency
Other
comprehensive
income (loss)
reclassification to
minority interest
Stock based
compensation
Cash dividends
($.25 per share)
Issuance of
subsidiary stock,
net of minority
interests

Table of Contents

(In thousands)

(Unaudited)
Accumulated
Additional Other
Common Stock Paid -in  Retained Comprehensive Unearned Treasury Stock
Income
Shares Amount Capital Earnings (Loss) Compensation Shares Amount
182,024 $ 18 $3,530,969 $103,665 $ (78,867) $ (11,523) 8,016 $(264,487)
(11,523) 11,523
2,250 27,245
22,495
862,296
(24,755)
6,529
1,475
11,130
(85,691)
22,648
(5,218)

10
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Capital

Contribution to

FIS

Net earnings 238,992

Balance, June 30,
2006 184,274 $ 18 $ 460,042 $256,966 $ (95,618) $ 8,016 $(264,487)

See Notes to Condensed Consolidated Financial Statements
6
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FIDELITY NATIONAL FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activities:

Six months ended

June 30,
2006

2005

(Unaudited)

Net earnings $ 238,992 $ 634,539
Reconciliation of net earnings to net cash provided by operating activities:
Depreciation and amortization 262,600 202,559
Net increase in reserve for claim losses 72,854 13,695
Gain on sale of minority interest in FIS stock (318,209)
Gain on sales of assets (25,316) (25,582)
Stock-based compensation cost 45,647 17,145
Minority interest 85,389 23,155
Change in assets and liabilities, net of effects from acquisitions:
Net (increase) decrease in secured trust deposits (8,890) 2,190
Net decrease (increase) in trade receivables 16,348 (57,738)
Net increase in prepaid expenses and other assets (101,082) (45,950)
Net decrease in accounts payable, accrued liabilities (97,506) (27,918)
Net (decrease) increase in income taxes (156,230) 128,778
Net cash provided by operating activities 332,806 546,664
Cash flows from investing activities:
Proceeds from sales of investment securities available for sale 1,286,814 1,588,011
Proceeds from maturities of investment securities available for sale 162,013 157,621
Proceeds from sale of assets 2,789 11,186
Net proceeds from sale of equity interest in subsidiary 454,337
Cash received as collateral on loaned securities, net 2,019 5,170
Collections of notes receivable 3,845 3,378
Additions to title plants (7,474) (5,975)
Additions to property and equipment (88,596) (52,245)
Additions to capitalized software (97,691) (72,108)
Purchases of investment securities available for sale (1,340,478) (2,184,532)
Net proceeds (purchases) of short-term investment securities 309,640 (155,108)
Issuance of notes receivable (4,263) (5,414)
Acquisitions of businesses, net of cash acquired (113,320) 9,724)
Net cash provided by (used in) investing activities 115,298 (265,403)

(Continued)
See Notes to Condensed Consolidated Financial Statements

7
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FIDELITY NATIONAL FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Six months ended

2006

June 30,
2005

(Unaudited)

Cash flows from financing activities:

Borrowings $ 317,264 $ 2,820,011

Debt issuance costs (34,155)
Debt service payments (476,593) (994,080)
Dividends paid (85,691) (1,853,780)
Subsidiary dividends paid to minority interest shareholders (27,454)

Stock options exercised 27,245 34,128

Tax benefit associated with the exercise of stock options 22,495 26,339

Exercise of subsidiary stock options 45,245

Purchases of treasury stock (70,874)
Subsidiary purchases of treasury stock (65,101)

Net cash used by financing activities (242,590) (72,411)
Net increase in cash and cash equivalents, excluding pledged cash related to

secured trust deposits 205,514 208,850

Cash and cash equivalents, excluding pledged cash related to secured trust

deposits at beginning of period 278,685 136,022

Cash and cash equivalents, excluding pledged cash related to secured trust

deposits at end of period

Supplemental cash flow information:

Income taxes paid

Interest paid

$ 484,199 $ 344872

$ 220,600 $ 64,499

$ 118,902 $ 59,400

Noncash investing and financing activities:
Fair value of shares issued in connection with acquisitions $

Capital transactions of FIS

See Notes to Condensed Consolidated Financial Statements

8

$ 1,625

$ 862,296 $

Table of Contents
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Fidelity National Financial, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
Note A Basis of Financial Statements

The unaudited financial information included in this report includes the accounts of Fidelity National Financial,

Inc. and its subsidiaries (collectively, the Company of FNF ) prepared in accordance with generally accepted
accounting principles and the instructions to Form 10-Q and Article 10 of Regulation S-X. All adjustments considered
necessary for a fair presentation have been included. This report should be read in conjunction with the Company s
Annual Report on Form 10-K for the year ended December 31, 2005.

The Company made a reclassification adjustment to the Consolidated Statements of Income, included within this
Quarterly Report on Form10-Q, with regard to the presentation of interest and investment income and other operating
expenses. This adjustment was necessary to properly reflect certain credits earned as a reduction of other operating
expenses as opposed to an increase in investment income. The adjustment resulted in a reduction of interest and
investment income of $9.0 million and $2.4 million for the quarters ended June 30, 2006 and 2005, respectively, and
$10.3 million and $3.3 million for the six month periods ended June 30, 2006 and 2005, respectively, and a
corresponding reduction of other operating expenses. This adjustment had no effect on net income.

Certain other reclassifications have been made in the 2006 Condensed Consolidated Financial Statements to
conform to current period classification.

Recent Accounting Pronouncements

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes an
interpretation of FASB Statement No. 109 ( FIN 48 ). FIN 48 requires an evaluation to determine the likelihood that an
uncertain tax position will be sustained upon examination, including resolution of any related appeals or litigation
processes. If it is determined that it is more likely than not that an uncertain tax position will be sustained upon
examination, the next step is to determine the amount to be recognized. FIN 48 prescribes recognition of the largest
amount of tax benefit that is greater than 50 percent likely of being recognized upon ultimate settlement of an
uncertain tax position. Such amounts are to be recognized as of the first financial reporting period during which the
more-likely-than-not recognition threshold is met. Similarly, an amount that has previously been recognized will be
derecognized as of the first financial reporting period during which the more-likely-than-not recognition threshold is
not met. FIN 48 is effective for fiscal years beginning after December 15, 2006. Management does not believe that
FIN 48 will have a material impact on the Company s statements of financial position or operations.

Recent Developments

As previously announced, the Company s Board of Directors approved pursuing a plan that eliminates the
Company s holding company structure, results in the sale of certain of FNF s assets and liabilities to Fidelity National
Title Group, Inc. ( FNT ) in exchange for shares of FNT stock, distributes FNF s ownership stake in FNT to FNF
shareholders (collectively, the Proposed Transactions ) and subsequently merges FNF with and into Fidelity National
Information Services, Inc. ( FIS ). On June 25, 2006, FNF entered into a Securities Exchange and Distribution
Agreement (the SEDA ) with FNT, providing for the completion of the Proposed Transactions. Also on June 25, 2006,
FNF entered into an Agreement and Plan of Merger with FIS, providing for the merger of FNF with and into FIS and
the distribution to FNF stockholders of FIS stock in exchange for their FNF shares. Pursuant to the SEDA and after
the Proposed Transactions are complete, FNT, which will consist primarily of FNF s current specialty insurance and
Sedgwick CMS business lines in addition to FNT s current title insurance business, will be renamed Fidelity National
Financial, Inc. ( New FNF ) and will trade under the symbol FNF. FNF s current chairman of the board and chief
executive officer, William P. Foley, II, will assume the same positions in New FNF and the position of executive
chairman of the board of FIS. Other key members of FNF s senior management will also continue their involvement in
both New FNF and FIS in executive capacities. On July 18, 2006, FNT filed a Schedule 14C Preliminary Information
Statement and FIS filed a Form S-4 proxy and registration statement with the Securities and Exchange Commission
( SEC ) and, on July 26, 2006, FNT filed a Form S-1 registration statement with the SEC. Completion of the transaction
is subject to a number of conditions, including but not limited to:

9
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approval of the shareholders of each of FNF, FNT and FIS; the receipt of a private letter ruling from the Internal
Revenue Service and an opinion of FNF s special tax advisors that the Proposed Transactions and the merger between
FNF and FIS will be tax-free to FNF and its stockholders; the receipt of all necessary regulatory approvals for the
transfer of FNF s specialty insurance operations to FNT and for the spin-off of FNT to the shareholders of FNF; the
receipt of necessary approvals under credit agreements of FNF, FNT and FIS and any other material agreements; and
other conditions set forth in the definitive agreements for the transactions. The Company expects the Proposed
Transactions to close late in the third quarter or early in the fourth quarter of 2006.

Note B Acquisitions

The results of operations and financial position of the entities acquired during any year are included in the
Consolidated Financial Statements from and after the date of acquisition. The Company employs an outside third
party valuation firm to value the identifiable intangible and tangible assets and liabilities of each of its acquisitions.
Based on this valuation any differences between the fair value of the identifiable assets and liabilities and the purchase
price paid is recorded as goodwill.

Certegy Inc.

On September 14, 2005, the Company through Fidelity National Information Services, Inc. ( Former FIS ) entered
into a definitive merger agreement with Certegy, Inc. ( Certegy ) under which FIS and Certegy combined operations to
form a single publicly traded company called Fidelity National Information Services, Inc. (NYSE:FIS). Certegy was a
payment processing company headquartered in St. Petersburg, Florida. On January 26, 2006, Certegy s shareholders
approved the merger which was subsequently consummated on February 1, 2006.

As a result of the merger, FIS is one of the largest providers of processing services to U.S. financial institutions,
with market-leading positions in core processing, card issuing services, check risk management, mortgage processing,
and lending services.

Under the terms of the merger agreement, FIS was merged into a wholly owned subsidiary of Certegy in a tax-free
merger, and all of FIS s outstanding stock was converted into Certegy common stock. As a result of the merger:

FIS s pre-merger shareholders owned approximately 67.4% of the combined company s outstanding common
stock immediately after the merger, while Certegy s pre-merger shareholders owned approximately 32.6%,

FNF and its subsidiaries now own approximately 51% of the combined company s outstanding common stock,
and

the combined company s board of directors was reconstituted so that a majority of the board now consists of
directors designated by FIS s stockholders.

In connection with the merger, Certegy amended its articles of incorporation to increase the number of authorized
shares of capital stock from 400 million shares to 800 million shares, with 600 million shares being designated as
common stock and 200 million shares being designated as preferred stock. Additionally, Certegy amended its Stock
Incentive Plan to increase the total number of shares of common stock available for issuance by an additional
6 million shares, and to increase the limits on the number of options, restricted shares, and other awards that may be
granted to any individual in any calendar year. These changes were approved by Certegy s shareholders on January 26,
2006.

As part of the merger transaction, Certegy declared a $3.75 per share special cash dividend that was paid to
Certegy s pre-merger shareholders. This dividend, totaling $236.6 million, was paid by Certegy at the consummation
of the merger.

Generally accepted accounting principles in the U.S. require that one of the two companies in the transaction be
designated as the acquirer for accounting purposes. FIS was designated as the accounting acquirer because
immediately after the merger its shareholders held more than 50% of the common stock of the combined company. As
a result, the merger was accounted for as a reverse acquisition under the purchase method of accounting. Under

10
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this accounting treatment, FIS was considered the acquiring entity and Certegy was considered the acquired entity for
financial reporting purposes.

The purchase price was based on the number of outstanding shares of common stock of Certegy on February 1,
2006, the date of consummation of the merger, valued at $33.38 per share (which was the average of the trading price
of Certegy common stock two days before and two days after the announcement of the merger on September 15, 2005
of $37.13, less the $3.75 per share special dividend declared prior to closing). The purchase price also included an
estimated fair value of Certegy s stock options and restricted stock units outstanding at the transaction date.

The total purchase price was as follows (in millions):

Value of Certegy s common stock $2,121.0
Value of Certegy s stock options 54.2
FIS s estimated transaction costs 5.9

$2,181.1

The transaction was accounted for by FIS under the purchase method of accounting, and as a result, the purchase
price was allocated to Certegy s tangible and identifiable intangible assets acquired and liabilities assumed based on
their fair values as of February 1, 2006. Goodwill was recorded based on the amount that the purchase price exceeds
the fair value of the net assets acquired. The purchase price allocation was as follows (in millions):

Tangible assets $ 8297
Computer software 143.6
Intangible assets 657.5
Goodwill 1,888.9
Liabilities assumed (1,338.6)
Total purchase price $ 2,181.1

The allocation of the purchase price to intangible assets, including computer software, was based on studies and
valuations that are currently being finalized. Such purchase accounting adjustments may be refined as additional
information becomes available. In connection with the merger of FIS and Certegy, FNF s basis in FIS was
$73.6 million lower than it would have been if FNF had applied purchase accounting to all shareholders interests. This
basis difference was recorded as a reduction of goodwill and minority interests in FNF s consolidation.

The following table summarizes the liabilities assumed that impact the purchase price allocation (in millions):

Notes payable and capital lease obligations $ 2228
Deferred income taxes 260.4
Dividends payable 236.6
Dividend bridge loan 239.0
Liabilities associated with pension, SERP, and Postretirement benefit plans 32.6
Estimated severance payments to certain Certegy employees 10.0
Estimated employee relocation and facility closure costs 9.5
Other merger related 28.5
Other operating liabilities 299.2

$1,338.6

In connection with the merger, FIS announced that it will terminate and settle the Certegy U.S Retirement Income
Plan (pension plan). The estimated impact of this settlement has been reflected in the purchase price allocation as an

Table of Contents 16
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increase in the pension liability, less the fair value of the pension plan assets, based on estimates of the total cost to
settle the liability through the purchase of annuity contracts or lump sum settlements to the beneficiaries. The final
settlement will not occur until after an IRS determination has been obtained. In addition to the pension plan
obligation, FIS assumed liabilities for Certegy s Supplemental Executive Retirement Plan ( SERP ) and Postretirement
Benefit Plan. The total liability recorded as part of the purchase price allocation related to all three plans, net of the
fair value of plan related assets, was $32.6 million.

11
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FIS has been and is still in the process of evaluating certain lease agreements and vendor arrangements of Certegy.
This evaluation has resulted in the recognition of certain liabilities associated with exiting activities of the acquired
company. Modification to the amounts recorded related to the closure of duplicate facilities, employee relocation, or
vendor contract terminations could result in changes in the assumed liabilities and goodwill in subsequent periods,
though any changes are not expected to be significant.

Also, the merger triggered the performance criteria relating to FIS s stock option grant made in March 2005 and
these awards vested when the trading value of the Company s stock remained above $31.27 for 45 days following the
Merger. As a result, the Company recorded a charge of $24.5 million in the first six months of 2006.

Selected unaudited pro forma combined results of operations for the six months ended June 30, 2006 and 2005,
assuming the Certegy merger had occurred as of January 1, 2005, and using actual general and administrative
expenses prior to the acquisition are set forth below (in thousands):

Six months ended June 30,

2006 2005(a)

Total revenue $5,092,183 $5,241,735
Net earnings $ 192,369 $ 614,061
Pro forma earnings per share basic $ 1.10 $ 3.55
Pro forma earnings per share diluted $ 1.07 $ 3.47
(a) The six months

ended June 30,

2005 includes

the

$318.2 million
gain on sale of a
minority interest
in FIS.

Other Transactions:

Cascade Timberlands LLC

The Company began purchasing equity interests in Cascade Timberlands LLC ( Cascade Timberlands ) in
March 2006. As of June 30, 2006, the Company had acquired approximately 71% of Cascade Timberlands for
$89.2 million. The primary assets of Cascade Timberlands are approximately 293,000 acres of productive timberlands
located on the eastern side of the Cascade mountain range extending from Bend, Oregon south on State Highway 20
toward the California border. Cascade Timberlands was created by the secured creditors of Crown Pacific LP upon the
conclusion of the bankruptcy case of Crown Pacific LP in December 2004.

Acquisition of Equity Interest in Sedgwick

On January 31, 2006, the Company, along with our equity partners, Thomas H. Lee Partners ( THL ) and Evercore
Capital Partners, completed an acquisition of a 40% interest in Sedgwick CMS Holdings, Inc. ( Sedgwick ), for
approximately $126 million. Sedgwick, headquartered in Memphis, Tennessee, is a leading provider of outsourced
insurance claims management services to large corporate and public sector entities.

Service Link L.P.

On August 1, 2005, the Company acquired Service Link, L.P. ( Service Link ), a national provider of centralized
mortgage and residential real estate title and closing services to major financial institutions and institutional lenders.
The initial acquisition price was approximately $110 million in cash. It is probable that the Company will owe
additional contingent consideration related to this purchase in the third quarter of 2006, the amount of which will be
based on Service Link s earnings before interest, taxes, depreciation and amortization over a 12-month period ending
in July 2006. The Company is not currently able to determine the amount of contingent consideration that will be
owed, but, based on current information, the amount is estimated to be approximately $60 million as of June 30, 2006.

12
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Note C Recapitalization Transactions
Distribution of Fidelity National Title Group, Inc.

On October 17, 2005, the Company completed a pro rata distribution of shares, representing 17.5% of the
outstanding common stock of FNT, to the Company s shareholders. This distribution completed a restructuring that
resulted in FNT becoming the parent company of the Company s title insurance businesses. Following the distribution,
FNT became a majority-owned subsidiary of FNF and a separate registrant reporting its results on a stand-alone basis.
The Company continues to consolidate FNT in our results, and subsequent to the distribution, the Company began
recording minority interest liabilities and expense relating to the 17.5% minority interest. This restructuring was a
taxable transaction to the Company and the Company s shareholders. The Company recognized income tax expense of
approximately $108 million in the fourth quarter of 2005 relating to this restructuring which was paid in the first
quarter of 2006.

Recapitalization of Former FIS in 2005

The recapitalization of Former FIS was completed on March 9, 2005 through $2.8 billion in borrowings under new
senior credit facilities consisting of an $800 million Term Loan A facility, a $2.0 billion Term Loan B facility
(collectively, the Term Loan Facilities ) and an undrawn $400 million revolving credit facility (the Revolver ). Former
FIS fully drew upon the entire $2.8 billion in Term Loan Facilities, while the Revolver remained undrawn at the
closing. The current interest rate on both the Term Loan Facilities and the Revolver is LIBOR plus 1.25% to 1.75%.
Bank of America, JP Morgan Chase, Wachovia Bank, Deutsche Bank and Bear Stearns led a consortium of lenders
which provided the new senior credit facilities.

The minority equity interest sale was accomplished through Former FIS selling an approximately 25% minority
equity interest in the common stock of Former FIS to an investment group led by THL and Texas Pacific Group
( TPG ). Former FIS issued a total of 50 million shares of the common stock of Former FIS to the investment group for
a total purchase price of $500 million, before certain expenses paid by Former FIS. The minority equity interest sale
resulted in a non-operating gain of $318.2 million. This gain was calculated under the provisions of Securities and
Exchange Commission ( SEC ) Staff Accounting Bulletin Topic SH ( SAB Topic SH ) and relates to the issuance of
securities of a non-wholly owned subsidiary. The gain represented the difference between the Company s book value
investment in Former FIS immediately prior to the transaction and its book value investment in Former FIS
immediately following the transaction. No deferred income taxes were recorded in connection with this transaction as
the tax basis of the investment was greater than the book basis on the date of the sale.

Note D Earnings Per Share

The Company presents basic earnings per share, representing net earnings divided by the weighted average shares
outstanding (excluding all common stock equivalents), and diluted earnings per share, representing basic earnings per
shared adjusted for the dilutive effect of all common stock equivalents. The following table illustrates the computation
of basic and diluted earnings per share:

13
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Net earnings, basic
Dilution relating to common stock equivalents of
subsidiary(1)

Net earnings, diluted

Weighted average shares outstanding during the
period, basic

Plus: Common stock equivalent shares assumed from
conversion of options

Weighted average shares outstanding during the
period, diluted

Basic earnings per share

Diluted earnings per share

(1) For purposes of
computing
earnings per
diluted share,
FNF is required
to analyze the
dilutive impact
of outstanding
options at its
public
subsidiaries,
FNT and FIS,
and, if
necessary,
adjust the net
earnings
available to
FNF
shareholders
before
calculating
earnings per
diluted share.
For the

Table of Contents

Three months ended
June 30,

2006

2005

(In thousands, except
per share amounts)

$132,621
(1,184)

$131,437

175,438

4,880

180,318
$ 076

$ 073

$ 190,042
$

$ 190,042

172,404

4,469

176,873
$ 110

$ 107

Six months ended
June 30,

2006

2005

(In thousands, except
per share amounts)

$238,992
$ (1,558)

$237,434

174,647

5,141

179,788
$ 137

$ 132

$634,539

$

$634,539

172,773

4,336

177,109
$ 3.67

$ 3.58

21



Edgar Filing: FIDELITY NATIONAL FINANCIAL INC /DE/ - Form 10-Q

three-month and
six month
periods ended
June 30, 2006,
net earnings
were reduced by
$1.2 million and
$1.6 million,
respectively,
resulting in a
reduction of
$0.01 in
earnings per
diluted share for
each period.

Options to purchase 1,365,254 shares and 1,333,410 shares of the Company s common stock for the three and six
months ended June 30, 2006 and 2,002,885 shares and 3,331,485 shares for the three and six months ended June 30,
2005, respectively, were not included in the computation of diluted earnings per share because they were antidilutive.
Note E Investments

During the second quarter of 2005, the Company began lending fixed maturity and equity securities to financial
institutions in short-term security lending transactions. The Company s security lending policy requires that the cash
received as collateral be 102% or more of the fair value of the loaned securities. These short-term security lending
arrangements increase investment income with minimal risk. At June 30, 2006 and December 31, 2005, the Company
had security loans outstanding with values of $243.9 million and $143.4 million, respectively, included in accounts
payable and accrued liabilities and the Company held cash in the same amounts as collateral for the loaned securities.

Gross unrealized losses on investment securities and the fair value of the related securities, aggregated by
investment category and length of time that individual securities have been in a continuous unrealized loss position at
June 30, 2006 were as follows:

Less than 12 Months 12 Months or Longer Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

U.S. government
and agencies $ 242200 $(11,218) $ 642,116 $(16,852) $ 884,316 $ (28,070)
States and political
subdivisions 566,387 (12,692) 337,284 (10,514) 903,671 (23,2006)
Foreign government
and agencies 31,354 (876) 31,354 (876)
Corporate securities 396,290 (16,420) 295911 (9,554) 692,201 (25,974)
Equity securities 149,898 (19,370) 10,299 (7,393) 160,197 (26,763)

Total temporarily
impaired securities $1,386,129 $(60,576) $1,285,610 $(44,313) $2,671,739 $(104,889)

14
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A substantial portion of the Company s unrealized losses relate to its holdings of debt securities. Unrealized losses
relating to U.S. government, state and political subdivision and fixed maturity corporate holdings were primarily
caused by interest rate increases. Since the decline in fair value of these investments is attributable to changes in
interest rates and not credit quality, and the Company has the intent and ability to hold these securities, the Company
does not consider these investments other-than-temporarily impaired. The unrealized losses related to equity securities
were caused by market changes that the Company considers to be temporary and thus the Company does not consider
these investments other-than-temporarily impaired.

Note F Stock-Based Compensation Plans

The Company s 1993 Stock Plan ( 1993 Plan ) expired in June 2003. Options generally had a term of 10 years from
the date of grant and were exercisable subject to the terms and conditions set by the Board of Directors. The per share
option price was determined at the date of grant, provided that the price for incentive stock options shall not be less
than 100% of their market value or award stock shares. A total of 599,802 stock options were outstanding under the
1993 Plan as of June 30, 2006. No further awards may be granted under this plan.

In connection with the 1998 acquisition of FNF Capital, Inc. (formerly known as Granite ), which was accounted
for as a pooling-of-interests, the Company assumed 1,140,855 options outstanding under Granite s existing stock
option plan (the Granite Plan ), of which 24,524 stock options were outstanding as of June 30, 2006. The Granite Plan
provides that qualified stock options be granted at an exercise price equal to fair market value on the date of the grant
with a term not to exceed 10 years. The Granite Plan alsoprovides that non-qualified stock options be granted at an
exercise price not less than 85% of the fair market value on the date of grant with a term not to exceed 10 years.

During 1998, stockholders approved the adoption of the 1998 Stock Incentive Plan ( 1998 Plan ). The 1998 Plan
authorizes up to 9,985,828 shares of common stock for issuance under the terms of the 1998 Plan. As of June 30,
2006, there were 6,773,219 options outstanding under this plan. The 1998 Plan provides for grants of incentive stock
options as defined in Section 422 of the Internal Revenue Code of 1986, as amended, non-qualified stock options and
rights to purchase shares of common stock ( Purchase Rights ). The term of options may not exceed 10 years from the
date of grant (five years in the case of a person who owns or is deemed to own more than 10% of the total combined
voting power of all classes of stock of the Company), and the right to exercise such options shall vest equally over
three years. The option exercise price for each share granted pursuant to an incentive stock option may not be less than
100% of the fair market value of a share of common stock at the time such option is granted (110% of fair market
value in the case of an incentive stock option granted to a person who owns more than 10% of the combined voting
power of all classes of stock of the Company). There is no minimum purchase price for shares of common stock
purchased pursuant to a Purchase Right, and any such purchase price shall be determined by the Board of Directors.

In connection with the merger of Chicago Title, the Company assumed the options outstanding under Chicago
Title s existing stock option plans: the 1998 Long-Term Incentive Plan and the Director s Stock Option Plan. Pursuant
to the terms of the merger, options under these plans, totaling 5,304,456, became fully vested on March 20, 2000. The
options granted in accordance with these two plans generally have a term of five to 10 years. As of June 30, 2006,
there were 319,010 options outstanding under these plans.

In 2001, stockholders approved the adoption of the 2001 Stock Incentive Plan ( 2001 Plan ). The 2001 Plan
authorized up to 4,026,275 shares of common stock for issuance under the terms of the 2001 Plan. As of June 30,
2006, there were 588,105 options outstanding under this plan. The 2001 Plan provides for grants of incentive stock
options as defined in Section 422 of the Internal Revenue Code of 1986, as amended, nonqualified stock options,
rights to purchase shares of common stock and deferred shares. The term of options may not exceed 10 years from the
date of grant (five years in the case of an incentive stock option granted to a person who owns or is deemed to own
more than 10% of the total combined voting power of all classes of stock of the Company), and are exercisable subject
to the terms and conditions set by the Board of Directors. The option exercise price for each share granted pursuant to
an incentive stock option may not be less than 100% of the fair market value of a share of common stock at the time
such option is granted (110% of fair value in the case of an incentive stock option granted to a person who owns more
than 10% of the combined voting power of all classes of stock of the Company). The option exercise price for each
share granted pursuant to a nonqualified stock option may be less than the fair value of the
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common stock at the date of grant to reflect the application of the optionee s deferred bonus, if applicable. The 2001
Plan allows for exercise prices with a fixed discount from the quoted market price. Options were granted in 2003 at an
exercise price of $15.36 to key employees of the Company who applied deferred bonuses expensed in 2002
amounting to $4.6 million to the exercise price. Pursuant to the terms of the 2001 Plan, there are no future exercise
price decreases to options granted under this Plan in 2003 and beyond. In 2002, options were granted at an exercise
price of $11.41 to key employees of the Company who applied deferred bonuses expensed in 2001 amounting to

$5.7 million to the exercise price. The exercise price of these options decreases approximately $0.35 per year through
2007 and $.22 per year from 2008 through 2013, at which time the exercise price will be $8.33.

In 2003, the Company issued to its non-employee Directors and to certain of its employees, rights to purchase
879,450 shares of restricted common stock ( Restricted Shares ) of the Company, pursuant to the 2001 Plan. A portion
of the Restricted Shares vest over a five-year period and a portion of the Restricted Shares vest over a four-year
period, of which one-fifth vested immediately on the date of grant. The Company recorded compensation expense of
$3.3 million and unearned compensation expense of $23.0 million in connection with the issuance of Restricted Stock
in 2003. The Company recorded compensation expense of $1.2 million and $1.2 million in the three-month periods
ended June 30, 2006 and 2005, respectively, and $2.5 million and $2.5 million in the six-month periods ended
June 30, 2006 and 2005, respectively, in connection with these shares. The Company used 769,450 shares of its
common stock held as treasury shares and 110,000 newly issued common shares for the sale of Restricted Shares to its
employees and directors. As of June 30, 2006 and December 31, 2005, 387,310 shares of non-vested restricted
common stock were outstanding. Shares issued relating to this plan vest on the anniversary of the grant date which
was November 18, 2003.

In connection with the acquisition of ANFI, the Company assumed 988,389 options outstanding under ANFI s
existing option plans: the American National Financial, Inc. 1999 Stock Option Plan and the American National
Financial, Inc. 1998 Stock Incentive Plan. The options granted under these plans generally had a term of 10 years. As
of June 30, 2006, there were 413,173 options outstanding under these plans.

In connection with the acquisition of FNIS, the Company assumed 2,585,387 options outstanding under FNIS
existing option plans: the Fidelity National Information Solutions 2001 Stock Incentive Plan, the Vista Information
Solutions, Inc. 1999 Stock Option Plan, the Micro General Corporation 1999 Stock Incentive Plan and the Micro
General Corporation 1998 Stock Incentive Plan. The options granted under these plans generally had a term of
10 years. As of June 30, 2006, there were 782,946 options outstanding under these plans.

In connection with the acquisition of Sanchez, the Company assumed 1,024,588 options outstanding under
Sanchez 1995 Stock Incentive Plan. The option granted under this plan generally had a term of 8 years. As of June 30,
2006, there were 297,967 options outstanding under this plan.

In connection with the acquisition of InterCept, the Company assumed 1,708,155 options outstanding under
InterCept s existing option plans: the 2002 InterCept Stock Option Plan, 1996 InterCept Stock Option Plan, 1994
InterCept Option Plan and the Boggs InterCept Stock Option Plan. The options granted under these plans were fully
vested prior to the acquisition and the majority of them had a remaining term of 90 days which expired on February 7,
2005. As of June 30, 2006, there were 315,978 options outstanding under this plan.

In 2004, stockholders approved the Fidelity National Financial 2004 Omnibus Incentive Plan (the 2004 Plan ). The
2004 Plan authorized up to 12,500,000 shares, plus the number of shares subject to prior plan awards that are
outstanding as of the effective date of the 2004 Plan and that are deemed not delivered under the prior plans because
of certain conditions. As of June 30, 2006, there were 2,908,382 options outstanding under this plan. The options
granted under this plan have a life of 8 years and vest over a three year period. The 2004 Plan provides for the grant of
stock options, stock appreciation rights, restricted stock, restricted stock units and performance shares, performance
units, other stock-based awards and dividend equivalents.

Beginning in 2005, FNT and FIS also both issued stock options and restricted stock through their own plans. The
awards outstanding under these plans impact the Company s diluted earnings per share based on the impact they would
have on earnings available to the Company if the options and awards were exercised and diluted the Company s
ownership percentage in the respective subsidiaries. For purposes of computing earnings per diluted share, FNF has to
analyze the dilutive impact of outstanding options at its public subsidiaries, Fidelity National Title
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Group, Inc. and Fidelity National Information Services, Inc., and, if necessary, adjust the net earnings available to
FNF shareholders before calculating earnings per diluted share. For the three-month and six month periods ended
June 30, 2006, net earnings were reduced by $1.2 million and $1.6 million, respectively, resulting in a reduction of
$0.01 in earnings per diluted share for each period.

Transactions under all stock option plans, including stock options granted by the Company s Board of Directors
which are outside of the Company s stock option plans, are as follows:

Weighted
Average
Options Exercise Price Exercisable
Balance, December 31, 2005 15,890,293 $ 18.47 11,480,299
Granted 183,500 39.20
Exercised (2,254,113) 12.10
Cancelled/Expired (156,250) 40.37
Balance, June 30, 2006 13,663,430 $ 18.94 9,243,045

The aggregate intrinsic value of options exercised in the six month periods ended June 20, 2006 and 2005 was
$61.1 million and $86.1 million, respectively.

The following table summarizes information related to stock options outstanding and exercisable as of June 30,
2006:

Options Outstanding Options Exercisable
Weighted Intrinsic Weighted
Average Weighted Value at Average Weighted Intrinsic
Remaining Average June 30, Remaining Average Value at
Number
Range of Exercise Number of ContractualExercise 2006 (in of ContractualExercise June 30,
Prices Options Life Price thousands) Options Life Price 2006

$ .02 597 2,067,136 273 $ 479 $ 70,614 2,067,136 273 $ 479 $ 70,614
598 9.35 1,188,191 4.46 7.54 37,317 1,188,191 4.46 7.72 37,317
9.36 9.52 1,236,372 4.79 9.52 36,383 1,236,372 4.79 9.52 36,383
9.53 11.10 1,358,627 3.56 10.48 38,684 1,358,627 3.56 10.48 38,684
11.11 24.83 1,872,685 5.69 16.33 42,363 1,695,826 5.68 15.45 39,856
24.84 25.32 2,534,430 6.20 25.32 34,545 640,426 6.20 25.32 8,729
25.33 32.61 221,358 3.70 29.09 2,182 193,394 3.20 29.22 1,881
32.62 33.03 1,748,574 6.25 33.02 10,364 591,308 6.18 33.02 3,507
33.04 42.02 1,183,626 7.49 35.67 3,878 19,334 3.26 34.47 87
42.03 171.86 252,431 4.68 50.66 (2,957) 252,431 4.68 50.66 (2,957)

$ .02 171.86 13,663,430 511 §$ 18.94 $ 273,373 9,243,045 467 $ 13.65 $234,101

During the first quarter of 2006, the Company began accounting for stock based compensation under the provisions
of SFAS 123R Share Based Payment ( SFAS No. 123R ) issued in December 2004 under the modified prospective
method. Previous to this adoption, the Company had adopted the fair value recognition provisions of Statement of
Financial Accounting Standards No. 123, Accounting for Stock-Based Compensation ( SFAS No. 123 ), for
stock-based employee compensation in 2003. Under the fair value method of accounting, compensation cost is
measured based on the fair value of the award at the grant date and recognized over the service period. In 2003, the
Company elected to use the prospective method of transition, as permitted by Statement of Financial Accounting
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Standards No. 148, Accounting for Stock- Based Compensation Transition and Disclosure ( SFAS No. 148 ). Under
the fair value method, stock-based employee compensation cost is recognized from the beginning of 2003 as if the fair
value method of accounting had been used to account for all employee awards granted, modified, or settled in years
beginning after December 31, 2002. Prior year financial statements were not restated. The adoption of SFAS 123R
using the modified prospective method did not have a material impact on the Company s fianancial position or results
of operations for the first six months of 2006 as all options that were previously accounted for under prior methods
were fully vested as of December 31, 2005. Net income reflects
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expenses of $11.3 million and $9.9 million for the quarters ended June 30, 2006 and 2005, respectively, and

$45.6 million and $17.1 million for the six-month periods ended June 30, 2006 and 2005, respectively, which is
included in personnel costs in the reported financial results. The expense for the first six months of 2006 included
$24.5 million in expense relating to performance based options at FIS for which the performance and market based
criteria were met during the first quarter.

The fair value for these options was estimated at the date of grant using a Black-Scholes option-pricing model with
the following weighted average assumptions. The risk free interest rates used in the calculation are the rate that
corresponds to the weighted average expected life of an option. The risk free interest rate used for options granted
during the first six months of 2006 was 4.88%. A volatility factor for the expected market price of the common stock
of 28.5% was used for options granted in the first six months of 2006. The expected dividend yield used for the first
six months of 2006 was 2.6%. A weighted average expected life of 4.1 years was used for the first six months of 2006.
The weighted average fair value of each option granted during the first six months of 2006 was $9.25. There were no
options granted in the first six months of 2005.

Pro forma information regarding net earnings and earnings per share is required by SFAS 123R, and has been
determined as if the Company had accounted for all of its employee stock options under the fair value method of that
statement. The following table illustrates the effect on net income and earnings per share if the Company had applied
the fair value recognition provisions of SFAS No. 123 to all outstanding and unvested awards for the three-month and
six-month periods ended June 30, 2005:

Three
months Six months
ended ended
June 30,
2005 June 30, 2005

(In thousands, except
per share amounts)

Net earnings, as reported $190,042 $ 634,539
Add: Stock-based compensation expense included in reported net earnings,

net of related tax effects 6,162 10,569
Deduct: Total stock-based compensation expense determined under fair value

based methods for all awards, net of related tax effects (6,457) (11,233)
Pro forma net earnings $189,747 $ 633,875

Earnings per share:

Basic as reported $ 110 $ 3.67
Basic pro forma $ 110 $ 3.67
Diluted as reported $  1.07 $ 3.58
Diluted pro forma $  1.07 $ 3.57

At June 30, 2006, the total unrecognized compensation cost related to nonvested stock option grants was
$24.6 million, which is expected to be recognized in pre-tax income over a weighted average period of 1.25 years and
the total unrecognized compensation cost related to nonvested restricted stock grants is $8.7 million, which is
expected to be recognized in pre-tax income over a weighted average period of 1.4 years. Also included in our
consolidated stock-based compensation costs are stock based compensation at FNT and FIS. At June 30, 2006, the
total unrecognized compensation costs related to FNT non-vested stock option grants was $7.4 million, which is
expected to be recognized in pre-tax income over a weighted average period of 3.3 years and the total unrecognized
compensation costs related to FNT non-vested restricted stock grants was $13.0 million, which is expected to be
recognized in pre-tax income over a weighted average period of 3.3 years. At June 30, 2006, the total unrecognized
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compensation costs related to FIS non-vested stock option grants is $46.3 million, which is expected to be recognized
in pre-tax income over a weighted average period of 2.0 years. There are no outstanding restricted stock grants at FIS.
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Note G Notes Payable
Notes payable consist of the following:

FIS Term Loan A Facility, secured, interest payable at LIBOR plus 1.25%
(6.42% at June 30, 2006), 0.25% quarterly principal amortization, due March,
2011

FIS Term Loan B Facility, secured, interest payable at LIBOR plus 1.75%
(6.92% at June 30, 2006), 0.25% quarterly principal amortization, due March,
2013

FIS Syndicated credit agreement, secured, interest due quarterly at LIBOR plus
1.25% (Eurodollar borrowings) and Prime plus 0.25% (Base Rate borrowings)
(6.57% and 8.50% at June 30, 2006), unused portion of $270 million at

June 30, 2006 maturing March 2011

FNT Syndicated credit agreement, unsecured, at LIBOR plus 0.4%,(5.9% at
June 30, 2006, unused portion of $325 million at June 30, 2006)

Syndicated credit agreement, unsecured, interest due quarterly at LIBOR plus
0.625%, undrawn, unused portion of $250 million at June 30, 2006

Unsecured notes, net of discount, interest payable semi-annually at 4.75%, due
September 2008

Unsecured notes, net of discount, interest payable semi-annually at 7.30%, due
August 2011

Unsecured notes net of discount, interest payable semi-annually at 5.25%, due
March 2013

Other promissory notes with various interest rates and maturities

June 30,
2006

$ 790,000

1,730,000

130,000

75,000

194,779
247,461

248,758
103,944

$3,519,942

$

$

December
31,
2005

794,000

1,760,000

100,000

249,437

248,651
64,931

3,217,019

Through the merger with Certegy, the Company through FIS has an obligation to service $200 million (aggregate
principal amount) of unsecured 4.75% fixed-rate notes due in 2008. The notes were recorded in purchase accounting
at a discount of $5.7 million, which is being amortized over the term of the notes. The notes accrue interest at a rate of
4.75% per year, payable semi-annually in arrears on each March 15 and September 15. Through this merger, the
Company also assumed approximately $22.2 million in other notes payable and as result of the merger FIS borrowed
$180.0 million on its line of credit of which $50.0 million was repaid prior to June 30, 2006.

Principal maturities of notes payable at June 30, 2006, are as follows (dollars in thousands):

2006
2007
2008
2009
2010
Thereafter

Note H Segment Information
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$ 36,971
44,751
241,177
49,898
105,995
3,041,150

$3,519,942
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During 2005, the Company restructured its business segments to more accurately reflect a change in the Company s
current operating structure. Accordingly previously reported segment information has been restated to be consistent
with the current presentation.

Summarized financial information concerning the Company s reportable segments is shown in the following table.
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As of and for the three months ended June 30, 2006 (dollars in thousands):

Title premiums
Other revenues
Intersegment
revenue

Revenues from
external customers
Interest and
investment income,
including realized
gains and (losses)

Total revenues

Depreciation and
amortization
Interest expense
Earnings (loss)
before income tax
and minority interest
Income tax expense
Minority interest
Net earnings (loss)
Assets

Goodwill

Fidelity
National
Title Group,
Inc.
$ 1,213,246

299,529

$ 1,512,775

43,786

$ 1,556,561

27,194
12,374

181,979
64,603

863

$ 116,513
6,199,666
1,051,523

Fidelity

National
Information Specialty
Services, Inc.  Insurance

$ 18,488  §

1,003,459 97,708

(45,428)
$ 976,519 $ 97,708
2,446 3,741
$ 978,965  $ 101,449
110,374 1,502
49,033 325
106,333 15,473
40,621 6,049

(317)
$ 66,029 $§ 9424
7,342,785 462,134
3,697,900 44,856

20

Corporate
and
Other
$ 2499

1,491

$ 3,990

3,804

$ 7,79

(1,101)
1,228

(7,004)
871)
53,212

$ (58,453)
399,794
(61,487)

Eliminations

$

(18,253)
(27,175)

45,428

Total
$ 1,215,980
1,375,012

$ 2,590,992

53,777

$ 2,644,769

137,969
62,960

296,781
110,402
53,758

$ 132,621
14,404,379
4,732,792
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As of and for the three months ended June 30, 2005 (dollars in thousands):

Title premiums
Other revenues
Intersegment
revenue

Revenues from
external customers
Interest and
investment income,
including realized
gains and (losses)

Total revenues

Depreciation and
amortization
Interest expense
Earnings (loss)
before income tax
and minority interest
Income tax expense
Minority interest
Net earnings (loss)
Assets

Goodwill

Fidelity
National
Title Group,
Inc.
$ 1,332,878

311,273

$ 1,644,151

40,687

$ 1,684,838

24,523
421

259,297
97,774

945

$ 160,578
5,973,378
962,587

Fidelity

National
Information Specialty
Services, Inc.  Insurance

$ 18,352  §

690,361 77,320

(54,787)
$ 653,926 $ 77,320
2,054 1,770
$ 655,980 $ 79,090
75,362 948
36,388 23
83,254 11,500
32,069 4,393

2,609

$ 48,576  $ 7,107
4,068,759 273,180
1,746,656 23,842

As of and for the six months ended June 30, 2006 (dollars in thousands):

Title premiums
Other revenues
Intersegment
revenue

Revenues from
external customers

Table of Contents

Fidelity
National
Title Group,
Inc.
$ 2,289,435

564,086

$ 2,853,521
95,032

Fidelity

National
Information Specialty
Services, Inc.  Insurance

$ 37,103  §

1,885,779 204,451
(103,164)

$ 1,819,718  $ 204,451

5,178 7,393

Corporate
and
Other Eliminations Total
$ 1,082 $ (19,111) $ 1,333,201
5,423 (35,676) 1,048,701
54,787
$ 6,505 $ $ 2,381,902
6,103 50,614
$ 12,608 $ $ 2,432,516
4,399 105,232
10,196 47,028
(16,249) 337,802
(4,183) 130,053
14,153 17,707
$ (26,219) $ 190,042
371,714 10,687,031
11,883 2,744,968
Corporate
and
Other Eliminations Total
$ 1286 $ (36,868) $ 2,290,956
3,222 (66,296) 2,591,242
103,164
$ 4508 $ $ 4,882,198
9,467 117,070
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Interest and
investment income,
including realized
gains and (losses)

Total revenues

Depreciation and
amortization
Interest expense
Earnings (loss)
before income tax
and minority interest
Income tax expense
Minority interest
Net earnings (loss)
Assets

Goodwill
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$ 2,948,553

53,431
23,700

305,263
108,369

1,279

$ 195,615
6,199,666
1,051,523

$ 1,824,896 $211,844 $ 13,975

207,169 2,972 (972)
92,301 581 1,023
170,588 47,931 (7,252)
65,207 18,615 (42)

(6) 84,116

$ 105,387 $ 29,316 $ (91,326)
7,342,785 462,134 399,794
3,697,900 44,856 (61,487)

21

$

$ 4,999,268

262,600
117,605

516,530
192,149
85,389

$ 238,992
14,404,379
4,732,792
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As of and for the six months ended June 30, 2005 (dollars in thousands):

Fidelity
National
Fidelity
National Information Specialty  Corporate
Title Group, and
Inc. Services, Inc.  Insurance Other Eliminations Total
Title premiums $ 2321,596 $ 37292 $ $ 964 $ (38,051) $ 2,321,801
Other revenues 563,485 1,323,001 152,828 1,189 (57,280) 1,983,223
Intersegment
revenue (95,331) 95,331
Revenues from
external customers $ 2,885,081 $ 1264962 $152,828 $ 2,153 $ $ 4,305,024
Gain on issuance of
subsidiary stock 318,209 318,209
Interest and
investment income,
including realized
gains and (losses) 64,077 3,528 3,145 9,271 80,021
Total revenues $ 2949,158 $ 1,268,490 $ 155,973 $ 329,633 $ $ 4,703,254
Depreciation and
amortization 49,389 151,103 1,967 100 202,559
Interest expense 724 49,809 23 20,979 71,535
Earnings (loss)
before income tax
and minority interest 390,826 158,320 25,009 293,927 868,082
Income tax expense 146,637 60,894 9,553 (6,696) 210,388
Minority interest 1,292 4,254 17,609 23,155
Net earnings (loss) $ 242897 $ 93,172 $ 15,456 $ 283,014 $ 634,539
Assets 5,973,378 4,068,759 273,180 371,714 10,687,031
Goodwill 962,587 1,746,656 23,842 11,883 2,744,968

The activities of the reportable segments include the following:
Fidelity National Title Group, Inc.
This segment consists of the operation of FNF s majority owned subsidiary, FNT. FNT s title insurance underwriters
Fidelity National Title, Chicago Title, Ticor Title, Security Union Title and Alamo Title together issued
approximately 29.0% of all title insurance policies issued nationally during 2005. FNT provides core title insurance
and escrow and other title related services including collection and trust activities, trustee s sales guarantees,
recordings and reconveyances.
Fidelity National Information Services, Inc.

This segment consists of the operation of FNF s majority owned subsidiary, FIS, which provides transaction
processing services, consisting principally of technology solutions for banks and other financial institutions, credit and
debit card services and check risk management and related services for retailers and others. FIS also provides lender
processing services, consisting principally of technology solutions for mortgage lenders, selected mortgage origination
services such as title agency and closing services, default management and mortgage information services.

Specialty Insurance
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This segment, consisting of various non-title insurance subsidiaries, issues flood, home warranty and homeowners
insurance policies.
Corporate and Other
The corporate and other segment consists of the operations of the FNF parent holding company (including certain
smaller businesses and investments) and certain other unallocated corporate overhead expenses.
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Note I Dividends

On February 8, 2006, the Company s Board of Directors declared a cash dividend of $0.25 per share, payable on
March 30, 2006, to stockholders of record as of March 15, 2006. On April 26, 2006, the Company s Board of Directors
declared a cash dividend of $0.25 per share, payable on June 30, 2006, to stockholders of record as of June 15, 2006.
On July 20, 2006, The Company s Board of Directors declared a cash dividend of $0.25 per share, payable on
September 29, 2006 to stockholders of record as of September 14, 2006.
Note J Pension and Postretirement Benefits

The following details the Company s periodic (income) expense for pension and postretirement benefits:

For the Three Months Ended June 30,

2006 2005 2006 2005
Pension Benefits Postretirement Benefits
(In thousands, except per share amounts)
Service cost $ $ $ 2 $ 38
Interest cost 2,097 2,087 286 296
Expected return on assets (2,453) (1,959)
Amortization of prior service cost (1,010) (384)
Amortization of actuarial loss 2,217 2,207 467 137
Total net periodic (income) expense $ 1,861 $ 2,335 $ (255 $ 87

For the Six Months Ended June 30,

2006 2005 2006 2005
Pension Benefits Postretirement Benefits
(In thousands, except per share amounts)
Service cost $ $ $ 40 $ 76
Interest cost 4,194 4,174 528 592
Expected return on assets (4,906) (3,918)
Amortization of prior service cost (1,205) (768)
Amortization of actuarial loss 4,434 4,414 553 274
Total net periodic (income) expense $ 3,722 $ 4,670 $ (84 $ 174

There have been no material changes to the Company s projected benefit payments under these plans since
December 31, 2005.

Through the Certegy and Kordoba acquisitions, the Company assumed certain liabilities relating to defined benefit
plans at FIS. The total liabilities relating to those plans is $57.2 million and the impact on pretax earnings for the three
months ended June 30, 2006 and 2005 was $0.6 million and $0.5 million, respectively, and for the six months ended
June 30, 2006 and 2005 was $1.3 million and $1.1 million, respectively. In connection with the Certegy merger, FIS
announced that it will terminate and settle the Certegy U.S. Retirement Plan (pension plan) (see note B).

Note K Legal Proceedings

In the ordinary course of business, the Company is involved in various pending and threatened litigation matters
related to its operations, some of which include claims for punitive or exemplary damages. The Company believes that
no actions, other than those listed below, depart from customary litigation incidental to its business. As background to
the disclosure below, please note the following:

These matters raise difficult and complicated factual and legal issues and are subject to many uncertainties and
complexities, including but not limited to the underlying facts of each matter, novel legal issues, variations
between jurisdictions in which matters are being litigated, differences in applicable laws and judicial
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interpretations, the length of time before many of these matters might be resolved by settlement or through
litigation and, in some cases, the timing of their resolutions relative to other similar cases brought
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against other companies, the fact that many of these matters are putative class actions in which a class has not
been certified and in which the purported class may not be clearly defined, the fact that many of these matters
involve multi-state class actions in which the applicable law for the claims at issue is in dispute and therefore
unclear, and the current challenging legal environment faced by large corporations and insurance companies.
In these matters, plaintiffs seek a variety of remedies including equitable relief in the form of injunctive and
other remedies and monetary relief in the form of compensatory damages. In most cases, the monetary
damages sought include punitive or treble damages. Often more specific information beyond the type of relief
sought is not available because plaintiffs have not requested more specific relief in their court pleadings. In
general, the dollar amount of damages sought is not specified. In those cases where plaintiffs have made a
specific statement with regard to monetary damages, they often specify damages just below a jurisdictional
limit regardless of the facts of the case. This represents the maximum they can seek without risking removal
from state court to federal court. In our experience, monetary demands in plaintiffs court pleadings bear little
relation to the ultimate loss, if any, we may experience.

For the reasons specified above, it is not possible to make meaningful estimates of the amount or range of loss
that could result from these matters at this time. The Company reviews these matters on an on-going basis and
follows the provisions of SFAS No. 5, Accounting for Contingencies when making accrual and disclosure
decisions. When assessing reasonably possible and probable outcomes, the Company bases its decision on its
assessment of the ultimate outcome following all appeals.

In the opinion of the Company s management, while some of these matters may be material to the Company s
operating results for any particular period if an unfavorable outcome results, none will have a material adverse
effect on its overall financial condition.

Several class actions are pending in Ohio, Pennsylvania, Connecticut, New Hampshire and Florida alleging
improper premiums were charged for title insurance. The cases allege that the named defendant companies failed to
provide notice of premium discounts to consumers refinancing their mortgages, and failed to give discounts in
refinancing transactions in violation of the filed rates. The actions seek refunds of the premiums charged and punitive
damages. The Company intends to vigorously defend the actions.

A class action in California alleges that the Company violated the Real Estate Settlement Procedures Act and state
law by giving favorable discounts or rates to builders and developers for escrow fees and requiring purchasers to use
Chicago Title Insurance Company for escrow services. The action seeks refunds of the premiums charged and
additional damages. The Company intends to vigorously defend this action.

A class action in Texas alleges that the Company overcharged for recording fees in Arizona, California, Colorado,
Oklahoma and Texas. The suit seeks to recover the recording fees for the class that was overcharged, interest and
attorney s fees. The suit was filed in the United States District Court for the Western District of Texas, San Antonio
Division on March 24, 2006. Similar suits are pending in Indiana and Missouri. The Company intends to vigorously
defend these actions.

A class action in New Mexico alleges the Company has engaged in anti-competitive price fixing in New Mexico.
The suit seeks an injunction against price fixing and writs issued to the State regulators mandating the law be
interpreted to provide a competitive market, compensatory damages, punitive damages, statutory damages, interest
and attorney s fees for the injured class. The suit was filed in State Court in Santa Fe, New Mexico on April 27, 2006.
The Company intends to vigorously defend this action.

Two class actions filed in Illinois allege the Company has paid attorneys to refer business to the Company by
paying them for core title services in conjunction with orders when the attorneys, in fact, did not perform any core title
services and the payments were to steer business to the Company. The suits seek compensatory damages, attorney s
fees and injunctive relief to terminate the practice. The suit was filed in State Court in Chicago, Illinois on May 11,
2006. The Company intends to vigorously defend these actions.
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None of the cases described above includes a statement as to the dollar amount of damages demanded. Instead,
each of the cases includes a demand in an amount to be proved at trial. Two of the Ohio cases state that the damages
per class member are less than the jurisdictional limit for removal to federal court.

The Company receives inquiries and requests for information from state insurance departments, attorneys general
and other regulatory agencies from time to time about various matters relating to its business. Sometimes these take
the form of civil investigative subpoenas. The Company attempts to cooperate with all such inquiries. From time to
time, the Company is assessed fines for violations of regulations or other matters or enters into settlements with such
authorities which require the Company to pay money or take other actions.

The National Association of Insurance Commissioners and various state insurance regulators have been
investigating so called captive reinsurance agreements since 2004. The investigations have focused on arrangements
in which title insurers would write title insurance generated by realtors, developers and lenders and cede a portion of
the premiums to a reinsurance company affiliate of the entity that generated the business. The U.S. Department of
Housing and Urban Development ( HUD ) also has made formal or informal inquiries of the Company regarding these
matters. The Company has been cooperating and intends to continue to cooperate with all ongoing investigations. The
Company has discontinued all captive reinsurance arrangements. The total amount of premiums the Company ceded
to reinsurers was approximately $10 million over the existence of these agreements. The Company has settled most of
the accusations of wrongdoing that arose from these investigations by discontinuing the practice and paying fines.
Some investigations are continuing. The Company anticipates they will be settled in a similar manner.

Additionally, the Company has received inquiries from regulators about its business involvement with title
insurance agencies affiliated with builders, realtors and other traditional sources of title insurance business, some of
which the Company participated in forming as joint ventures with its subsidiaries. These inquiries have focused on
whether the placement of title insurance with the Company through these affiliated agencies is proper or an improper
form of referral payment. Like most other title insurers, the Company participates in these affiliated business
arrangements in a number of states. The Company has settled the accusations of wrongdoing that arose from some of
these investigations by discontinuing the practice and paying fines. Other investigations are continuing. The Company
anticipates they will be settled in a similar manner.

The Company and its subsidiaries have settled all allegations of wrongdoing arising from a wide-ranging review of
the title insurance industry by the New York State Attorney General (the NYAG ). Under the terms of the settlement,
the Company paid a $2 million fine and will immediately reduce premiums by 15% on owner s policies under
$1 million. Rate hearings will be conducted by the New York State Insurance Department (the NYSID ) this year
where all rates will be considered industry wide. The settlement clarifies practices considered wrongful under New
York law by the NYAG and the NYSID, and the Company has agreed not to engage in those practices. The Company
will take steps to assure that consumers are aware of the filed rates for premiums on title insurance products and that
the products are correctly rated. The settlement also resolves all issues raised by the market conduct investigation of
the Company and its subsidiaries by the NYSID except the issues of rating errors found by the NYSID. As part of the
settlement, the Company and its subsidiaries denied any wrongdoing. Neither the fines nor the rate reductions are
expected to have a material impact on earnings of the Company. The Company cooperated fully with the NYAG and
NYSID inquiries into these matters and will continue to cooperate with the NYSID.

Further, U.S. Representative Oxley, the Chairman of the House Financial Services Committee, recently asked the
Government Accountability Office (the GAO ) to investigate the title insurance industry. Representative Oxley stated
that the Committee is concerned about payments that certain title insurers have made to developers, lenders and real
estate agents for referrals of title insurance business. Representative Oxley asked the GAO to examine, among other
things, the foregoing relationships and the levels of pricing and competition in the title insurance industry. A
congressional hearing was held regarding title insurance practices on April 27, 2006. The Company is unable to
predict the outcome of this inquiry or whether it will adversely affect the Company s business or results of operations.

On July 3, 2006, the California Insurance Commissioner ( Commissioner ) issued a Notice of Proposed Action and
Notice of Public Hearing (the Notice ) relating to proposed regulations governing rate-making for title

25

Table of Contents 41



Edgar Filing: FIDELITY NATIONAL FINANCIAL INC /DE/ - Form 10-Q

Table of Contents

insurance (the Proposed Regulations ). A hearing on the Proposed Regulations is scheduled for August 30, 2006. If
implemented, the Proposed Regulations would result in significant reductions in title insurance rates, which are likely
to have a significant negative impact on the company s California revenues. In addition, the Proposed Regulations
would give the Commissioner the ability to set maximum allowable title insurance rates on a going-forward basis. It is
possible that such maximum rates would be lower than the rates that the company would otherwise set. In addition,
the Florida Office of Insurance Regulation (the OIR ) has recently released three studies of the title insurance industry
which purport to demonstrate that title insurance rates in Florida are too high and that the Florida title insurance
industry is overwhelmingly dominated by five firms, which includes FNT. The studies recommend tying premium
rates to loss ratios thereby making the rates a reflection of the actual risks born by the insurer. The OIR is presently
developing a rule to govern the upcoming rate analysis and rate setting process and has said that it will use the
information to begin a full review of the title insurance rates charged in Florida. New York, Colorado, Louisiana,
Nevada, and Texas insurance regulators have also announced similar inquiries (or other reviews of title insurance
rates) and other states could follow. At this stage, the Company is unable to predict what the outcome will be of these
or any similar reviews.

Canadian lawyers who have traditionally played a role in real property transactions in Canada allege that the
Company s practices in processing residential mortgages are the unauthorized practice of law. Their Law Societies
have demanded an end to the practice, and have begun investigations into those practices. In several provinces bills
have been filed that ostensibly would affect the way we do business. The Company is unable to predict the outcome of
this inquiry or whether it will adversely affect the Company s business or results of operations. In Missouri a class
action is pending alleging that certain acts performed by the Company in closing real estate transactions are the
unlawful practice of law. The Company intends to vigorously defend this action.

The Company and its subsidiaries, FIS and Fidelity Information Services, Inc. ( FI ), together with certain of its
employees, were named on March 6, 2006 as defendants in a civil lawsuit brought by Grace & Digital Information
Technology Co., Ltd. ( Grace ), a Chinese company that formerly acted as a sales agent for Alltel Information Services
( Al ), the predecessor to Fidelity Information Services, in China.

Grace originally filed a lawsuit in December 2004 in state court in Monterey County, California, alleging that FIS
breached the sales agency agreement between Grace and AIS by failing to pay Grace commissions on certain
contracts in 2001 and 2003. However, the 2001 contracts were never completed and the 2003 contracts, as to which
Grace provided no assistance, were for a different project and were executed one and one-half years after FIS
terminated the sales agency agreement with Grace. In addition to its breach of contract claim, Grace also alleged that
FNF violated the Foreign Corrupt Practices Act (FCPA) in its dealings with a bank customer in China. FNF denied
Grace s allegations in this California lawsuit.

In December 2005, the Monterey County court dismissed the lawsuit on the grounds of inconvenient forum, which
decision Grace appealed on February 10, 2006. Further, on March 6, 2006, Grace filed a new lawsuit in the United
States District Court for the Middle District of Florida arising from the same transaction, and added an additional
allegation to its complaint that FNF violated the Racketeer Influenced and Corrupt Organizations Act (RICO) in its
dealings with the same bank customer. FNF and its subsidiaries intend to defend this case vigorously. On March 7,
2006, FNF filed its motion to dismiss this lawsuit, and on March 27, 2006, FNF filed an answer denying Grace s
underlying allegations and counterclaiming against Grace for tortious interference and abuse of process. These
motions have all been fully briefed and are pending before the Court. A pretrial management order has been entered
providing for discovery, pretrial motion deadlines, and, if necessary, a trial in the later part of 2007.

FNF and its counsel have investigated these allegations and, based on the results of the investigations, FNF does
not believe that there have been any violations of the FCPA or RICO, or that the ultimate disposition of these
allegations or the lawsuit will have a material adverse impact on FNF s or any of its subsidiaries financial position,
results of operations or cash flows. FNF and its subsidiaries, including FIS, have fully cooperated with the Securities
and Exchange Commission and the U.S. Department of Justice in connection with their inquiry into these allegations.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

The statements contained in this Quarterly Report on Form 10-Q that are not purely historical are forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934, including statements regarding our expectations, hopes, intentions or strategies regarding the
future. All forward-looking statements included in this document are based on information available to us on the date
hereof, and we assume no obligation to update any such forward-looking statements. It is important to note that our
actual results could vary materially from those forward-looking statements contained herein due to many factors,
including, but not limited to: general economic and business conditions, including interest rate fluctuations and
general volatility in the capital markets; changes in the performance of the real estate markets; the impact of
competitive products and pricing; success of operating initiatives; adverse publicity; the ability to identify businesses
to be acquired; availability of qualified personnel; employee benefits costs and changes in, or the failure to comply
with, government regulations and other risks detailed in our filings with the Securities and Exchange Commission
( SEC ).

The Company made a reclassification adjustment to the Consolidated Statements of Income, included within this
Quarterly Report on Form10-Q, with regard to the presentation of interest and investment income and other operating
expenses. This adjustment was necessary to properly reflect certain credits earned as a reduction of other operating
expenses as opposed to an increase in investment income. The adjustment resulted in a reduction of interest and
investment income of $9.0 million and $2.4 million for the quarters ended June 30, 2006 and 2005, respectively, and
$10.3 million and $3.3 million for the six month periods ended June 30, 2006 and 2005, respectively, and a
corresponding reduction of other operating expenses. This adjustment had no effect on net income.

The following discussion should be read in conjunction with the Company s Annual Report on Form 10-K for the
year ended December 31, 2005.

Overview

We are a holding company that is a provider of outsourced products and services to a variety of industries. During
2005, we completed certain strategic initiatives, including contributing our title operations to a newly formed
subsidiary, Fidelity National Title Group, Inc. ( FNT ) (NYSE:FNT) which in turn became a majority-owned, publicly
traded company; selling a minority interest in our subsidiary Fidelity National Information Services, Inc. and agreeing
to merge it with a separate publicly traded company, Certegy Inc. ( Certegy ). The merged entity is now known as
Fidelity National Information Services, Inc. ( FIS ) (NYSE:FIS). Through FNT, we are one of the United States largest
title insurance companies, with an approximate 29.0% national market share in 2005. Through FIS, we provide
industry leading data processing, payment and risk management services to financial institutions and retailers.
Through our other wholly-owned subsidiaries, we are a leading provider of specialty insurance products, including
flood insurance, homeowners insurance and home warranty insurance. Since February 1, 2006 when we closed our
acquisition of an approximately 40% interest in Sedgwick CMS ( Sedgwick ), we are now a provider of outsourced
insurance claims management services to large corporate and public sector entities.

We have four reporting segments:

Fidelity National Title Group, Inc. This segment consists of the operations of our majority owned subsidiary,
FNT. FNT s title insurance underwriters  Fidelity National Title, Chicago Title, Ticor Title, Security Union
Title and Alamo Title together issued approximately 29.0% of all title insurance policies issued nationally
during 2005. FNT provides core title insurance and escrow and other title related services including collection
and trust activities, trustee s sales guarantees, recordings and reconveyances.

Fidelity National Information Services, Inc. This segment consists of the operations of our majority owned

subsidiary, FIS. FIS provides transaction processing services, consisting principally of technology solutions for

banks and other financial institutions, credit and debit card services and check risk management and related

services for retailers and others. FIS also provides lender processing services, consisting principally of

technology solutions for mortgage lenders, selected mortgage origination services such as title agency and

closing services, default management and mortgage information services. FIS s credit and debit card services
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and check risk management services were added through our merger with Certegy. This merger closed in
February 2006 and as a result of reverse acquisition purchase accounting treatment these businesses are not
included in the financial information in this report for periods prior to February 1, 2006.

Specialty Insurance. The specialty insurance segment, consisting of our various non-title insurance
subsidiaries, issues flood, home warranty, homeowners, automobile and certain niche personal lines insurance
policies.

Corporate and Other. The corporate and other segment consists of the operations of the parent holding
company (including certain smaller business and investments) and certain other unallocated corporate overhead
expenses.

As previously announced, our Board of Directors approved pursuing a plan that eliminates our holding company
structure, results in the sale of certain of our assets and liabilities to FNT in exchange for shares of FNT stock,
distributes our ownership stake in FNT to our shareholders (collectively, the Proposed Transactions ), and
subsequently merges FNF with and into FIS. On June 25, 2006, we entered into a Securities Exchange and
Distribution Agreement (the SEDA ) with FNT, providing for the completion of the Proposed Transactions. Also on
June 25, 2006, we entered into an Agreement and Plan of Merger with FIS, providing for the merger of FNF into FIS
and the distribution to our stockholders of FIS stock in exchange for their FNF shares. Pursuant to the SEDA and after
the Proposed Transactions are complete, FNT, which will consist primarily of our current specialty insurance and
Sedgwick CMS business lines in addition to FNT s current title insurance business, will be renamed Fidelity National
Financial, Inc. ( New FNF ) and will trade under the symbol FNF. Our current chairman of the board and chief
executive officer, William P. Foley, II, will assume the same positions in New FNF and the position of executive
chairman of the board of FIS. Other key members of our senior management will also continue their involvement in
both New FNF and FIS in executive capacities. On July 18, 2006, FNT filed a Schedule 14C Preliminary Information
Statement and FIS filed a Form S-4 proxy and registration statement with the SEC, and, on July 26, 2006, FNT filed a
Form S-1 registration statement with the SEC. Completion of the transaction is subject to a number of conditions,
including but not limited to: approval of the shareholders of FNF, FNT and FIS; the receipt of a private letter ruling
from the Internal Revenue Service and an opinion of our special tax advisors that the Proposed Transactions and the
merger between FNF and FIS will be tax-free to FNF and its stockholders; the receipt of all necessary regulatory
approvals for the transfer of FNF s specialty insurance operations to FNT and for the spin-off of FNT to the
shareholders of FNF; the receipt of necessary approvals under credit agreements of FNF, FNT and FIS and any other
material agreements; and other conditions set forth in the definitive agreements for the transactions. We expect the
Proposed Transactions to close late in the third quarter or early in the fourth quarter of 2006.

Factors Affecting Comparability

Our Condensed Consolidated Statements of Earnings for the three-month and six-month periods ended June 30,
2006 include the results of operations of Certegy Inc. ( Certegy ), which was acquired on February 1, 2006, as
discussed in Note B of Notes to Condensed Consolidated Financial Statements. This acquisition may affect the
comparability of our 2006 and 2005 results of operations, particularly with respect to FIS in which the operating
results of Certegy are included since its merger date. Our 2005 results also include a gain of $318.2 million on the sale
of a minority interest in FIS and additional minority interest expense relating to that transaction and to the FNT

distribution.
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Results of Operations
Consolidated Results of Operations

Net Earnings. The following table presents certain financial data for the years indicated:

Total revenue

Total expenses

Net earnings

Basic net earnings per share

Diluted net earnings per share

Three Months Ended
June 30,

2006

2005

(Dollars in thousands,
except per share data)

$2,644,769

2,347,988
132,621
0.76

0.73

$2,432,516
2,094,714
190,042
1.10

1.07

Revenue. The following table presents the components of our revenue:

Direct title insurance premiums
Agency title insurance premiums
Escrow and other title related fees
Transaction processing

Specialty insurance

Interest and investment income
Realized gains and losses, net

Gain on issuance of subsidiary stock
Other income

Total revenue

Orders opened by direct title operations (1)
Orders closed by direct title operations (1)

(1) These measures
are used by
management to
judge
productivity and
are a measure of
transaction
volume for our
title businesses.
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Three Months Ended
June 30,

2006 2005

(Dollars in thousands)
$ 525,450 $ 583,035
690,530 750,166
287,197 298,812
976,067 659,156
97,708 77,320
45,096 28,915
8,681 21,699
14,040 13,413
$2,644,769 $2,432,516
847,900 990,100
554,100 637,700

Six Months Ended
June 30,

2006

2005

(Dollars in thousands,
except per share data)

$4,999,268 $4,703,254
4,482,738 3,835,172
238,992 634,539
1.37 3.67
1.32 3.58
Six Months Ended
June 30,

2006 2005

(Dollars in thousands)
$ 994,372 $ 1,060,855
1,296,584 1,260,946
540,724 540,966
1,819,266 1,265,721
204,451 152,828
91,754 54,439
25,316 25,582
318,209
26,801 23,708
$4,999,268 $4,703,254
1,679,300 1,867,000
1,080,800 1,197,100
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An order is

opened when

we receive a

customer order

and is closed

when the related

real estate

transaction

closes, which

typically takes

45-60 days from

the opening of

an order.
Revenues

Total consolidated revenues for the second quarter of 2006 increased $212.3 million or 8.7% to $2,644.8 million,
primarily due to a $316.9 million increase in transaction processing revenues, a $20.4 million increase in specialty
insurance revenues, and a $16.2 million increase in interest and investment income, partially offset by decreases in
direct and agency title insurance premiums of $57.6 million and $59.6 million, respectively. Total consolidated
revenues for the first six months of 2006 increased $296.0 million or 6.3% to $4,999.3 million, primarily due to a
$553.5 million increase in transaction processing revenues, a $51.6 million increase in specialty insurance revenues,
and a $37.3 million increase in interest and investment income, offset by the fact that 2005 included a net
$318.2 million non-operating gain relating to the issuance of subsidiary stock in the sale of a minority interest in FIS.
Excluding the net gain, total revenue increased $614.2 million or 14.0% as compared to the prior year period. The
large increases in transaction processing revenues attributable to FIS for the three-month and six-month periods ended
June 30, 2006 compared to 2005 were due to $287.6 million and $471.5 million, respectively, of revenues from the
inclusion of the results of Certegy from its merger date of February 1, 2006 through June 30, 2006 and an increase in
revenues from the historically owned transaction processing and lender processing businesses within FIS. The
increases in specialty insurance revenues were primarily the result of additional flood claim processing revenues
resulting from the 2005 hurricane season and increased revenues from the homeowner s insurance businesses.
29
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Consolidated title insurance premiums for the three and six-month periods were as follows:

Three months ended June 30, Six months ended June 30,
2006 % 2005 % 2006 % 2005 %
(Dollars in thousands) (Dollars in thousands)

Title premiums

from direct

operations (1)  $ 525,450 432% $ 583,035 43.7% $ 994,372 43.4% $1,060,855 45.7%
Title premiums

from agency

operations (1) 690,530 56.8% 750,166 56.3% 1,296,584 56.6% 1,260,946 54.3%

Total $1,215980 100.0% $1,333,201  100.0% $2,290,956  100.0% $2,321,801  100.0%

(1) Includes
premiums
reported by
FNT and FIS.

Title insurance premiums decreased 8.8% to $1,216.0 million in the second quarter of 2006 as compared with the
second quarter of 2005. The decrease was made up of a $57.6 million or 9.9% decrease in direct premiums and a
$59.6 million or 7.9% decrease in premiums from agency operations. Title insurance premiums decreased 1.3% to
$2,291.0 million in the first six months of 2006 as compared with the first six months of 2005. The decrease was made
up of a $66.5 million or 6.3% decrease in direct premiums, partially offset by a $35.6 million or 1.5% increase in
premiums from agency operations.

The decreased level of direct title premiums is the result of a decrease in closed order volume and was partially
offset by an increase in fee per file, reflecting a declining refinance market and a slowing purchase market. Closed
order volumes decreased to 554,100 in the second quarter of 2006 compared to 637,700 in the second quarter of 2005
and to 1,080,900 in the first six months of 2006 compared to 1,197,100 in the first six months of 2005. The average
fee per file in our direct operations was $1,429 in the second quarter of 2006 compared to $1,373 in the second quarter
of 2005 and $1,384 in the first six months of 2006 compared to $1,325 in the first six months of 2005, reflecting a
strong commercial market, the decrease in refinance activity, and continued appreciation in home prices. The fee per
file tends to increase as mortgage interest rates rise, and the mix of business changes from a predominantly
refinance-driven market to more of a resale-driven market because resale transactions generally involve the issuance
of both a lender s policy and an owner s policy whereas refinance transactions typically only require a lender s policy.

The decrease in agency premiums in the second quarter of 2006 as compared to the corresponding 2005 period is
consistent with the decrease in direct title premiums. We are using accrual basis accounting to record agency
premiums in a manner that is generally consistent with direct premium activity because our agents typically
experience the same market conditions that other direct title insurance companies experience. The changes in agency
premiums during the three-month and six-month periods ended June 30, 2006 as compared to the corresponding 2005
periods were more favorable than the changes in direct premiums due to the fact that title insurance markets are
currently stronger in the Southeast, Northeast, and Midwest, where title insurance business is more agency driven.
During the second quarter and first six months of 2006, agency premiums decreased 7.9% and increased 2.8%,
respectively, compared to the corresponding 2005 periods, while direct title premiums decreased 9.9% and 6.3%,
respectively, during the same periods.

Trends in escrow and other title related fees are to some extent related to title insurance activity generated by our
direct operations. Escrow fees, which are directly related to our direct title operations, fluctuated in a pattern generally
consistent with the fluctuation in direct title insurance premiums and order counts. During the three-month and
six-month periods ended June 30, 2006 and 2005, other title related fees increased quarter over quarter, representing
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growth in the Canadian real estate market, including growth in our market share and the strength of the Canadian
dollar, growth in other operations not directly related to title insurance, and acquisitions, including the acquisition of
Service Link in August 2005. Escrow and other title related fees were $287.2 million and $298.8 million for the
second quarters of 2006 and 2005, respectively, and $540.7 million and $541.0 million in the first six months of 2006
and 2005, respectively.
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Interest and investment income levels are primarily a function of securities markets, interest rates and the amount
of cash available for investment. Interest and investment income in the second quarter of 2006 was $45.1 million,
compared with $28.9 million in the second quarter of 2005, an increase of $16.2 million, or 56.0%. Interest and
investment income in the first six months of 2006 was $91.8 million, compared with $54.4 million in the first six
months. The increases are primarily due to increases in balances and interest rates for cash and short-term
investments, increases in average balances and yield rates for long-term fixed income assets, and, for the six month
periods, a special dividend paid on our holdings of Certegy common stock in the first quarter of 2006 before its
merger with FIS.

Net realized gains for the second quarter of 2006 decreased to $8.7 million compared to $21.7 million for the
second quarter of 2005, primarily due to lower sales of debt and equity securities and losses on sales of other assets.
Net realized gains for the first six months of 2006 decreased to $25.3 million from $25.6 million in the first six
months of 2005, primarily due to the losses on sales of other assets, partially offset by greater sales of debt and equity
securities.

Expenses. The following table presents the components of our expenses:

Three Months Ended Six Months Ended
June 30, June 30,

2006 2005 2006 2005

(Dollars in thousands) (Dollars in thousands)
Personnel costs $ 891,841 $ 808,115 $1,769,772 $1,555,192
Other operating expenses 602,061 447,332 1,095,405 840,249
Agent commissions 529,082 576,205 998,789 967,671
Depreciation and amortization 137,969 105,232 262,600 202,559
Provision for claim losses 124,075 110,802 238,567 197,966
Interest expense 62,960 47,028 117,605 71,535
Total expenses $2,347,988 $2,094,714 $4,482,738 $3,835,172

Our operating expenses consist primarily of personnel costs and other operating expenses, which in our title
insurance business are incurred as orders are received and processed, and agent commissions, which are incurred as
revenue is recognized. Title insurance premiums, escrow and other title related fees are generally recognized as
income at the time the underlying transaction closes. As a result, direct title operations revenue lags approximately
45-60 days behind expenses and therefore gross margins may fluctuate. The changes in the market environment, mix
of business between direct and agency operations and the contributions from our various business units have impacted
margins and net earnings. We have implemented programs and have taken necessary actions to maintain expense
levels consistent with revenue streams. However, a short time lag exists in reducing variable costs and certain fixed
costs are incurred regardless of revenue levels.

Personnel costs include base salaries, commissions, benefits, stock-based compensation and bonuses paid to
employees, and are one of our most significant operating expenses. Personnel costs totaled $891.8 million and
$808.1 million for the second quarters of 2006 and 2005, respectively, and $1,769.8 million and $1,555.2 million for
the first six months of 2006 and 2005, respectively. Personnel costs, as a percentage of total revenue (excluding the
$318.2 million gain in 2005 on issuance of subsidiary stock), were 33.6% and 33.2% in the second quarters of 2006
and 2005, respectively, and 35.3% and 35.4% for the first six months of 2006 and 2005, respectively. The increase of
$83.7 million in the second quarter is primarily due to an increase of $99.5 million in personnel costs at FIS resulting
from the merger with Certegy. The increase of $214.6 million in the six month periods is primarily a result of the
Certegy merger and includes a $24.1 million stock-based compensation charge in the first quarter relating to
performance based options at FIS for which the vesting criteria was met during the quarter. In addition, at FNT,
personnel costs decreased $13.7 million or 2.9% in the second quarter of 2006 compared to 2005 and increased $14.1
million or 1.6% in the first six months of 2006 compared to 2005, with the second quarter decrease primarily due to
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the decline in direct title premiums and escrow and other fees and the increase in the six month periods primarily due
to increased salary and benefit costs due to competition, partially offset by decreases in personnel costs resulting from
the decreases in direct title premiums and escrow and other fees. On a consolidated basis, total stock-based
compensation costs were $11.3 million and $10.1 million for the three months ended June 30, 2006 and 2005,
respectively and $45.6 million and $17.3 million for the six months ended June 30, 2006 and 2005, respectively.
Excluding the $24.1 million charge mentioned above, stock based compensation costs for the six
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month periods were at closer levels at $21.5 million to $17.3 million. The Company adopted SFAS 123 in 2003 and
none of the additional expense relates to the adoption of SFAS 123R in the period as all options that were not
accounted for under the fair value method were fully vested as of December 31, 2005.

Other operating expenses consist primarily of facilities expenses, title plant maintenance, premium taxes (which
insurance underwriters are required to pay on title premiums in lieu of franchise and other state taxes), postage and
courier services, computer services, professional services, advertising expenses, general insurance, depreciation,
amortization of other intangibles and trade and notes receivable allowances. Other operating expenses totaled
$602.1 million and $447.3 million for the three months ended June 30, 2006 and 2005, respectively, and $1,095.4
million and $840.2 million for the six months ended June 30, 2006 and 2005, respectively. The increases of
$154.7 million or 34.6% in the second quarter and $255.2 million or 30.4% in the six month period primarily relate to
increases at FIS relating to the Certegy merger.

Agent commissions represent the portion of premiums retained by agents pursuant to the terms of their respective
agency contracts. Agent commissions and the resulting percentage of agent premiums we retain vary according to
regional differences in real estate closing practices and state regulations.

The following table illustrates the relationship of agent premiums and agent commissions:

Three months ended June 30, Six months ended June 30,
2006 Yo 2005 %0 2006 %o 2005 %o
(Dollars in thousands) (Dollars in thousands)
Agent premiums  $ 690,530 100.0% $750,166 100.0% $1,296,584 100.0% $ 1,260,946 100.0%
Agent
commissions 529,082 76.6% 576,205 76.8% 998,789 77.0% 967,671 76.7%
Net $ 161,448 23.4% $173,961 232% $ 297,795 23.0% $ 293,275 23.3%

Net margin from agency title insurance premiums as a percentage of total agency premiums increased in the second
quarter of 2006 compared with the second quarter of 2005 and decreased in the first six months of 2006 compared
with the first six months of 2005 due to differences in the percentages of premiums retained by agents as commissions
across different geographic regions.

Depreciation and amortization was $138.0 million and $105.2 million in the second quarters of 2006 and 2005,
respectively, and $262.6 million and $202.6 million in the first six months of 2006 and 2005, respectively. The
increases in depreciation and amortization of $32.8 million in the second quarter and $60.0 million in the six month
period were primarily due to increased amortization of intangible assets and software acquired in 2006 and 2005,
including the five months since the Certegy merger.

The provision for claim losses includes an estimate of anticipated title and title related claims, escrow losses and
homeowner s claims relating to our specialty insurance segment. The estimate of anticipated title and title related
claims is accrued as a percentage of title premium revenue based on our historical loss experience and other relevant
factors. We monitor our claims loss experience on a continual basis and adjust the provision for claim losses
accordingly as new information becomes known, new loss patterns emerge, or as other contributing factors are
considered and incorporated into the analysis of the reserve for claim losses. The claim loss provision for title
insurance was $91.0 million and $86.7 million in the second quarters of 2006 and 2005, respectively, and
$171.6 million and $150.9 million in the first six months of 2006 and 2005, respectively. Our claim loss provision as a
percentage of total title premiums was 7.5% in the 2006 periods and 6.5% in the 2005 periods. The claim loss
provision for our specialty insurance businesses was $33.1 million and $24.1 million in the second quarters of 2006
and 2005, respectively, and $67.0 million and $47.0 million in the first six months of 2006 and 2005, respectively,
with the increases resulting from the increase in volume of business in the homeowners and home warranty lines.

Interest expense was $63.0 million and $47.0 million in the second quarters of 2006 and 2005, respectively, and
$117.6 million and $71.5 million in the first six months of 2006 and 2005, respectively. The increases of $16.0 million
in the second quarter and $46.1 million in the six month period are the result of increases in interest rates and average
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borrowings as compared to the prior year.
Income tax expense as a percentage of earnings before income taxes excluding the 2005 gain on the issuance of
subsidiary stock, for which no taxes were provided, was 37.2% and 38.5% for the second quarters of 2006 and 2005,
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respectively, and 37.2% and 38.3% for the first six months of 2006 and 2005, respectively. No income taxes were
provided for the 2005 gain on the issuance of subsidiary stock as the Company s tax basis in its investment in FIS
exceeded the book basis on the date of the sale. Income tax expense as a percentage of earnings before income taxes is
attributable to our estimate of ultimate income tax liability, and changes in the characteristics of net earnings year to

year.

Minority interest was $53.8 million and $17.7 million for the second quarters of 2006 and 2005, respectively, and
$85.4 million and $23.2 million for the first six months of 2006 and 2005, respectively. The increases in minority
interest expense are attributable to earnings generated by FIS, for which as of February 1, 2006, our ownership was
reduced from 75% to 51% and FNT, of which, as of October 2005, our ownership was reduced from 100% to 82.5%.

Net earnings were $132.6 million and $190.0 million for the second quarters of 2006 and 2005, respectively and $
239.0 million and $634.5 million ($316.3 million excluding the $318.2 million gain on sale of subsidiary stock) for

the first six months of 2006 and 2005, respectively.
Segment Results of Operations
Fidelity National Title Group, Inc.

Three months ended

Six months ended

June 30, June 30,
2006 2005 2006 2005
(Unaudited)
REVENUE:
Direct title insurance premiums $ 504,532 $ 561,191 $ 952,301 $1,017,396
Agency title insurance premiums 708,714 771,687 1,337,134 1,304,200
Escrow and other title related fees 287,598 300,328 541,657 543,465
Interest and investment income 37,679 22,201 74,419 42,155
Realized gains and losses, net 6,107 18,486 20,613 21,922
Other income 11,931 10,945 22,429 20,020
Total revenue 1,556,561 1,684,838 2,948,553 2,949,158
EXPENSES:
Personnel costs 466,221 479,943 918,656 904,603
Other operating expenses 233,607 238,983 443,228 447,818
Agent commissions 544,169 595,220 1,032,537 1,005,121
Depreciation and amortization 27,194 24,523 53,431 49,389
Provision for claim losses 91,017 86,451 171,738 150,677
Interest expense 12,374 421 23,700 724
Total expenses 1,374,582 1,425,541 2,643,290 2,558,332
Earnings before income taxes and minority
interest 181,979 259,297 305,263 390,826
Income tax expense 64,603 97,774 108,369 146,637
Earnings before minority interest 117,376 161,523 196,894 244,189
Minority interest 863 945 1,279 1,292
Net earnings $ 116,513 $ 160,578 $ 195,615 $ 242,897

Total revenues decreased $128.3 million or 7.6% for the second quarter of 2006 to $1,556.6 million and decreased
$0.6 million or less than 0.1% for the first six months of 2006 to $2,948.6 million .
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Total title insurance premiums for the three-month and six-month periods were as follows:

Three months ended June 30,

Six months ended June 30,

2006 %o 2005 % 2006 % 2005
(Dollars in thousands)
Title premiums
from direct
operations $ 504,532 41.6% $ 561,191 42.1% $ 952,301 41.6% $1,017,396
Title premiums
from agency
operations 708,714 58.4% 771,687 579% 1,337,134 584% 1,304,200
Total $1,213,246 100.0% $1,332,878 100.0% $2,289,435 100.0% $2,321,596
33
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Title insurance premiums decreased 9.0% to $1,213.2 million in the second quarter of 2006 as compared with the
second quarter of 2005. The decrease was made up of a $56.7 million, or 10.1%, decrease in direct premiums and a
$63.0 million, or 8.2%, decrease in premiums from agency operations. Title insurance premiums decreased 1.4% to
$2,289.4 million in the first six months of 2006 as compared with the first six months of 2005. The decrease was made
up of a $65.1 million, or 6.4%, decrease in direct premiums, partially offset by a $32.9 million, or 2.5%, increase in
premiums from agency operations.

The decreased level of direct title premiums is the result of a decrease in closed order volume and was partially
offset by an increase in fee per file, reflecting a declining refinance market and a slowing purchase market. Closed
order volumes decreased to 473,800 in the second quarter of 2006 compared to 560,400 in the second quarter of 2005
and to 910,100 in the first six months of 2006 compared to 1,048,900 in the first six months of 2005. The average fee
per file in our direct operations was $1,597 in the second quarter of 2006 compared to $1,500 in the second quarter of
2005 and $1,566 in the first six months of 2006 compared to $1,447 in the first six months of 2005, reflecting a strong
commercial market, the decrease in refinance activity, and continued appreciation in home prices. The fee per file
tends to increase as mortgage interest rates rise, and the mix of business changes from a predominantly
refinance-driven market to more of a resale-driven market because resale transactions generally involve the issuance
of both a lender s policy and an owner s policy whereas refinance transactions typically only require a lender s policy.

The decrease in agency premiums in the second quarter of 2006 as compared to the corresponding 2005 period is
consistent with the decrease in direct title premiums. We are using accrual basis accounting to record agency
premiums in a manner that is generally consistent with direct premium activity because our agents typically
experience the same market conditions that other direct title insurance companies experience. The changes in agency
premiums during the three-month and six-month periods ended June 30, 2006 as compared to the corresponding 2005
periods were more favorable than the changes in direct premiums due to the fact that title insurance markets are
currently stronger in the Southeast, Northeast, and Midwest, where title insurance business is more agency driven.
During the second quarter and first six months of 2006, agency premiums decreased 8.2% and increased 2.5%,
respectively, compared to the corresponding 2005 periods, while direct title premiums decreased 10.1% and 6.4%,
respectively, during the same periods. Agency revenues from FIS title agency businesses were $20.7 million and
$21.7 million in the second quarter of 2006 and 2005, respectively, and $41.9 million and $42.5 million in the first six
months of 2006 and 2005, respectively.

Trends in escrow and other title related fees are, to some extent, related to title insurance activity generated by our
direct operations. Escrow and other title related fees were $287.6 million and $300.3 million for the second quarters of
2006 and 2005, respectively and $541.7 million and $543.5 million for the first six months of 2006 and 2005,
respectively. Escrow fees, which are more directly related to our direct operations than our other title related fees,
decreased $21.7 million, or 10.7%, in the second quarter of 2006 compared to the second quarter of 2005, and
$24.5 million, or 6.7%, in the first six months of 2006 compared to the first six months of 2005, consistent with the
decrease in direct title premiums. Other title-related fees increased $9.0 million, or 9.2%, for the second quarter of
2006 compared to the second quarter of 2005 and $22.7 million, or 12.8%, for the first six months of 2006 compared
to the first six months of 2005, representing growth in the Canadian real estate market, including growth in our market
share and the strength of the Canadian dollar, growth in other operations not directly related to title insurance, and
acquisitions, including the acquisition of Service Link in August 2005.

Interest and investment income levels are primarily a function of securities markets, interest rates and the amount
of cash available for investment. Interest and investment income in the second quarter of 2006 was $37.7 million,
compared with $22.2 million in the second quarter of 2005, an increase of $15.5 million, or 69.7%. Interest and
investment income in the first six months of 2006 was $74.4 million, compared with $42.2 million in the first six
months. The increases are primarily due to increases in balances and interest rates for cash and short-term
investments, increases in average balances and yield rates for long-term fixed income assets, and, for the six month
periods, a special dividend paid on our holdings of Certegy common stock in the first quarter of 2006 before its
merger with FIS.

Net realized gains for the second quarter of 2006 decreased to $6.1 million compared to $18.5 million for the
second quarter of 2005, primarily due to lower sales of debt and equity securities and losses on sales of other assets.
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Net realized gains for the first six months of 2006 decreased to $20.6 million from $21.9 million in the first six
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months of 2005, primarily due to the losses on sales of other assets, partially offset by greater sales of debt and equity
securities.

Personnel costs include base salaries, commissions, benefits, bonuses and stock based compensation paid to
employees and are one of the segment s most significant operating expenses. Personnel costs totaled $466.2 million
and $479.9 million for the second quarters of 2006 and 2005, respectively, and $918.7 million and $904.6 million for
the first six months of 2006 and 2005, respectively. Personnel costs as a percentage of total revenues from direct title
premiums and escrow and other fees increased to 58.9% for the second quarter of 2006 from 55.7% for the second
quarter of 2005 and to 61.5% for the first six months of 2006 from 58.0% for the first six months of 2005. The
decrease in personnel costs for the second quarter of 2006 as compared to the second quarter of 2005 is primarily the
result of the decreases in direct title premiums and escrow and other fees. Average employee count decreased to
18,771 in the second quarter of 2006 from 18,991 in the second quarter of 2005, primarily due to the decrease in
orders, partially offset by the 2005 acquisition of Service Link. Average annualized personnel cost per employee
decreased in the second quarter of 2006 compared to the second quarter of 2005, primarily due to decreases in variable
personnel costs such as overtime, commissions and bonuses, partially offset by an increase in fixed personnel costs.
The increase in personnel costs for the first six months of 2006 as compared to the first six months of 2005 is
primarily the result of increased salary and benefit costs due to competition and is partially offset by decreases in
personnel costs resulting from the decreases in direct title premiums and escrow and other fees. Average employee
count increased to 18,955 in the first six months of 2006 from 18,698 in the first six months of 2005, primarily due to
the acquisition of Service Link, partially offset by a decrease in employee count caused by the decrease in orders.
Average annualized personnel cost per employee increased in the first six months of 2006 compared to first six
months of 2005, primarily due to increases in fixed personnel costs caused by competition, partially offset by
decreases in variable personnel costs such as overtime, commissions and bonuses. Stock-based compensation costs
were $3.3 million and $2.7 million for the second quarters of 2006 and 2005, respectively. None of the additional
expense relates to the Company s adoption on January 1, 2006, of Statement of Financial Accounting Standards
No. 123R, Share Based Payment ( SFAS 123R ) because all options that were not previously accounted for under the
fair value method were fully vested as of December 31, 2005.

Other operating expenses consist primarily of facilities expenses, title plant maintenance, premium taxes (which
insurance underwriters are required to pay on title premiums in lieu of franchise and other state taxes), postage and
courier services, computer services, professional services, advertising expenses, general insurance and trade and notes
receivable allowances. Other operating expenses totaled $233.6 million and $239.0 million for the second quarters of
2006 and 2005, respectively, and $443.2 million and $447.8 million for the first six months of 2006 and 2005,
respectively. Other operating expenses as a percentage of total revenues from direct title premiums and escrow and
other fees were 29.5% and 27.7% for the second quarters of 2006 and 2005, respectively, and 29.7% and 28.4% for
the first six months of 2006 and 2005, respectively.

Agent commissions represent the portion of premiums retained by agents pursuant to the terms of their respective
agency contracts. Agent commissions and the resulting percentage of agent premiums we retain vary according to
regional differences in real estate closing practices and state regulations.

The following table illustrates the relationship of agent premiums and agent commissions:

Three months ended June 30, Six months ended June 30,
2006 % 2005 % 2006 % 2005 %
(Dollars in thousands)
Agent premiums ~ $ 708,714 100.0% $771,687 100.0% $1,337,134 100.0% $ 1,304,200 100.0%

Agent
commissions 544,169 76.8% 595,220 771% 1,032,537 77.2% 1,005,121 77.1%
Net $ 164,545 232% $176,467 229% $ 304,597 22.8% $ 299,079 22.9%
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Net margin from agency title insurance premiums as a percentage of total agency premiums increased in the second
quarter of 2006 compared with the second quarter of 2005 and decreased in the first six months of 2006 compared
with the first six months of 2005 due to differences in the percentages of premiums retained by agents as commissions
across different geographic regions.
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Depreciation and amortization was $27.2 million in the second quarter of 2006 as compared to $24.5 million in the
second quarter of 2005 and $53.4 million in the first six months of 2006 as compared to $49.4 million in the first six
months of 2005.

The provision for claim losses includes an estimate of anticipated title and title related claims and escrow losses.
The estimate of anticipated title and title related claims is accrued as a percentage of title premium revenue based on
our historical loss experience and other relevant factors. We monitor our claims loss experience on a continual basis
and adjust the provision for claim losses accordingly as new information becomes known, new loss patterns emerge,
or as other contributing factors are considered and incorporated into the analysis of the reserve for claim losses. The
claim loss provision for title insurance was $91.0 million in the second quarter of 2006 as compared to $86.5 million
in the second quarter of 2005 and $171.7 million in the first six months of 2006 as compared to $150.7 million in the
first six months of 2005. Our claim loss provision as a percentage of total title premiums was 7.5% in the second
quarter and first six months of 2006 and 6.5% in the second quarter and first six months of 2005.

Interest expense increased to $12.4 million in the second quarter of 2006 from $0.4 million in the second quarter of
2005 and to $23.7 million in the first six months of 2006 from $0.7 million in the first six months of 2005, due to
increases in average debt and in interest rates. Average debt increased to approximately $591.9 million and
$586.1 million in the second quarter and first six months of 2006, respectively, from approximately $24.4 million and
$15.6 million in the second quarter and first six months of 2005, respectively. Increases in FNT s debt at June 30, 2006
compared to June 30, 2005 primarily consist of the following: $240,821 from a public bond issuance with interest
payable at 7.3% and due August 2011 and $248,758 from a public bond issuance with interest payable at 5.25% and
due March 2013 (collectively the Public Bonds ), and $75,000 from a syndicated credit agreement with interest at
LIBOR plus 0.4%. In January of 2006, FNT issued the Public Bonds in exchange for an equal amount of the existing
FNF bonds with the same terms. FNT then delivered the FNF bonds to FNF in payment of debt owed to FNF by FNT.
(See Note E to the Condensed Financial Statements.)

Income tax expense as a percentage of earnings before income taxes was 35.5% and 37.7% for the second quarters
of 2006 and 2005, respectively, and 35.5% and 37.5% for the first six months of 2006 and 2005, respectively. Income
tax expense as a percentage of earnings before income taxes is attributable to our estimate of ultimate income tax
liability, and changes in the characteristics of net earnings year to year.

Net earnings were $116.5 million and $160.6 million for the second quarters of 2006 and 2005, respectively, and
$195.6 million and $242.9 million for the first six months of 2006 and 2005, respectively.

Fidelity National Information Services, Inc.

Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
(Dollars in thousands) (Dollars in thousands)
Revenues $1,021,947 $708,713 $1,922,882 $ 1,360,293
Interest and investment income 1,430 331 3,139 3,093
Realized gains and losses, net 1,016 1,723 2,039 435
Total revenue 1,024,393 710,767 1,928,060 1,363,821
Personnel costs 415,992 316,526 829,212 628,621
Other operating expenses 342,541 199,100 628,605 375,756
Depreciation and amortization 110,374 75,362 207,169 151,103
Provision for claim loss 120 137 185 212
Interest expense 49,033 36,388 92,301 49,809
Total expenses 918,060 627,513 1,757,472 1,205,501
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Earnings before income taxes and minority

interest 106,333 83,254 170,588 158,320

Income tax expense 40,621 32,069 65,207 60,894

Minority interest expense (317) 2,609 (6) 4,254

Net earnings $ 66,029 $ 48,576 $ 105,387 $ 93,172
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Revenues

Revenues at FIS were $1,024.4 million and $710.8 million in the second quarters of 2006 and 2005, respectively.
The $313.6 million increase in revenues in 2006 compared with the 2005 period relates primarily to recording
revenues from Certegy following the 2006 merger, which contributed $287.6 million of the increase and a
$19.7 million increase in FIS s lender processing services business. Certegy s revenues come primarily from its credit
card processing business and check services businesses. Revenues at FIS were $1,928.1 million and $1,363.8 million
in the six months periods of 2006 and 2005, respectively with the increase primarily made up of $471.4 million in
revenue from Certegy since the February 1, 2006 acquisition date with increases in FIS s integrated financial solutions
business and lender processing services making up the rest of the increase.

Expenses

Personnel costs were $416.0 million and $316.5 million in the second quarters of 2006 and 2005, respectively. The
increase in the 2006 quarter as compared to the prior year quarter is consistent with the increase in revenue relating to
the 2006 merger with Certegy. As a percentage of revenues, personnel costs were 40.6% and 44.5% in the second
quarters of 2006 and 2005, respectively. Personnel costs were $829.2 million and $628.6 million in the six month
periods of 2006 and 2005, respectively. The increase for the six month period was also attributable to the 2006 merger
with Certegy and the inclusion of a $24.5 million expense recorded relating to the performance based options granted
at FIS in March 2005 for which the performance criteria were met during the first quarter of 2006. As a percentage of
revenues, personnel costs were 43.0% and 46.1% in the six month periods of 2006 and 2005, respectively.

Other operating expenses were $342.5 million and $199.1 million in the second quarters of 2006 and 2005,
respectively. The increase of $143.4 million for the 2006 period as compared with the prior year period was primarily
the result of the above mentioned merger with Certegy. Other operating expenses were $628.6 million and
$375.8 million in the six month periods of 2006 and 2005, respectively.

Depreciation and amortization costs were $110.4 million and $75.4 million in the second quarters of 2006 and
2005, respectively. The increase of $35.0 million relates primarily to the amortization of intangible assets and
computer software acquired in the 2006 merger with Certegy which contributed $28.1 million of the increase.
Depreciation and amortization costs were $207.2 million and $151.1 million in the six months periods of 2006 and
2005, respectively.

Interest expense was $49.0 million in the first quarter of 2006 as compared to $36.4 million in the second quarter
of 2005 related primarily to increased interest rates and increased average borrowings. For the six month periods of
2006 and 2005, interest expense was $92.3 million and $49.8 million, respectively. The increase in average
borrowings primarily relates to the inclusion of a full six months including the $2.8 billion borrowed in the
recapitalization transaction on March 9, 2005 which only impacted 23 days of the first quarter of 2005 and additional
debt of approximately $250 million included since the February 1, 2006 merger with Certegy.

Net earnings were $66.0 million and $48.6 million for the first three months of 2006 and 2005, respectively and
$105.4 million and $93.2 million for the six month periods of 2006 and 2005, respectively.
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Specialty Insurance Segment

Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
(Dollars in thousands) (Dollars in thousands)
Revenues $101,449 $79,090 $211,844 $ 155,973
Personnel costs 11,067 9,127 22,382 17,552
Other operating expenses 40,325 33,372 71,608 64,397
Depreciation and amortization 1,502 948 2,972 1,967
Provision for claim losses 33,082 24,143 66,951 47,048
Total expenses 85,976 67,590 163,913 130,964
Earnings before income taxes and minority interest $ 15473 $11,500 $ 47,931 $ 25,009

Revenues

Revenues from specialty insurance include revenues from the issuance of flood, home warranty and homeowner s
insurance policies and were $101.4 million and $79.1 million for the second quarters of 2006 and 2005, respectively,
and $211.8 million and $156.0 million in the first six months of 2006 and 2005, respectively. Specialty insurance
revenue increased in 2006 as compared with 2005 as a result of organic growth in our homeowners insurance and the
continued runoff of flood processing revenues relating to the 2005 hurricane season.

Expenses

Personnel costs were $11.1 million and $9.1 million in the second quarters of 2006 and 2005, respectively, and
$22.4 million and $17.6 million in the first six months of 2006 and 2005, respectively. As a percentage of revenues,
personnel costs were 10.9% and 11.5% in the second quarters of 2006 and 2005, respectively, and 10.6% and 11.3%
in the first six months of 2006 and 2005, respectively. The decrease as a percentage of revenues in the 2006 periods is
primarily the result of organic growth of the business lines, which has not required a proportionate increase in
personnel.

Other operating expenses in the specialty insurance segment were $40.3 million and $33.4 million in the second
quarters of 2006 and 2005, respectively, and $71.6 million and $64.4 million in the first six months of 2006 and 2005,
respectively. As a percentage of revenues, other operating expenses were 39.7% and 42.2% in the second quarters of
2006 and 2005, respectively, and 33.8% and 41.3% for the first six months of 2006 and 2005, respectively. The
decrease as a percentage of revenues in the 2006 period is primarily the result of growth of the business lines, which
has not required a proportionate increase in these costs.

The provision for claim loss was $33.1 million and $24.1 million in the second quarters of 2006 and 2005,
respectively, and $67.0 million and $47.0 million in the first six months of 2006 and 2005, respectively. The increase
was primarily the result of increased activity in the homeowner s insurance business.

Corporate and Other Segment

The corporate and other segment is primarily comprised of the operations of our parent holding company and
smaller entities not included in our operating subsidiaries. It generated a pretax loss of $7.0 million and $16.2 million
in the second quarters of 2006 and 2005, respectively. It generated a pretax loss of 7.3 million in the first six months
of 2006 and pretax income of $293.9 million in the first six months of 2005 which included the $318.2 million gain on
sale of subsidiary securities in connection with the sale of a minority interest in FIS.

Liquidity and Capital Resources

Cash Requirements. Our cash requirements include debt service, operating expenses, taxes, capital expenditures,
systems development, treasury stock repurchases, business acquisitions and dividends on our common stock. We
believe that all anticipated cash requirements for current operations will be met from internally generated funds,
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through cash dividends from subsidiaries, cash generated by investment securities and borrowings through public debt
offerings and existing credit facilities. Our short-term and long-term liquidity requirements are monitored regularly to
match cash inflows with cash requirements. We forecast the needs of all of our subsidiaries and periodically review
their short-term and long-term projected sources and uses of funds, as well as the asset, liability, investment and cash
flow assumptions underlying such forecasts.

We have $500.0 million of capacity under a shelf registration statement that may be used, subject to market
conditions, to issue debt or other securities at our discretion. We presently intend to use the proceeds from the sale of
any securities under the shelf registration statement primarily to finance strategic opportunities. While we seek to give
ourselves flexibility with respect to meeting such needs, there can be no assurance that market conditions would
permit us to sell such securities on acceptable terms at any given time, or at all.

Our two significant sources of internally generated funds are dividends and other payments from our subsidiaries.
As a holding company, we receive cash from our subsidiaries in the form of dividends and as reimbursement for
operating and other administrative expenses we incur. The reimbursements are executed within the guidelines of
management agreements among us and our subsidiaries. Our insurance subsidiaries are restricted by state regulation in
their ability to pay dividends and make distributions. Each state of domicile regulates the extent to which our title
underwriters can pay dividends or make other distributions to FNT. As of December 31, 2005, $1.9 billion of FNT s
net assets were restricted from dividend payments without prior approval from the Departments of Insurance. During
the remainder of 2006, FNT s first tier title subsidiaries can pay or make distributions to FNT of approximately
$205 million without prior approval. ENT currently plans to pay dividends of $1.16 per share to its stockholders in
2006, which would amount to approximately $166.1 million in payments to us, based on our ownership of
143.2 million shares (subject to the proposed spin-off of our FNT shares). During the first six months of 2006, FNT
paid us $83.0 million in dividends. Our underwritten title companies and FIS collect revenue and pay operating
expenses. However, they are not regulated to the same extent as our insurance subsidiaries. Positive cash flow from
these subsidiaries is invested primarily in cash and cash equivalents. Also, the new FIS credit facility (discussed
below) limits FIS s ability to pay us dividends.

In connection with the distribution of FNT stock, FNT issued two $250 million intercompany notes payable to FNF
(the Mirror Notes ), with terms that mirrored FNF s existing $250 million 7.30% public debentures due in August 2011
and $250 million 5.25% public debentures due in March 2013. Following issuance of the Mirror Notes, FNT filed a
Registration Statement on Form S-4, pursuant to which FNT offered to exchange the outstanding FNF notes for notes
FNT would issue having substantially the same terms and deliver the FNF notes received to FNF to reduce FNT s debt
under the Mirror Notes. On January 18, 2006 FNT completed these exchange offers with $241.3 million aggregate
principal amount of the 7.30% notes due 2011 and the entire $250.0 million aggregate principal amount of the 5.25%
notes due 2013 validly tendered and not withdrawn in the exchange offers. Following the completion of the exchange
offers, FNT issued a new 7.30% Mirror Note due 2011 in the amount of $8.7 million, representing the principal
amount of the portion of the original Mirror Notes that was not exchanged, of which $6.6 million remains outstanding
at June 30, 2006. Interest on the new 7.3% Mirror Note accrues from the last date on which interest on the
corresponding FNF notes was paid and at the same rate. The Mirror Note matures on the maturity dates of the
corresponding FNF notes. Upon any acceleration of maturity of the FNF notes, whether upon redemption or an event
of default of the FNF notes, FNT must repay the corresponding Mirror Note.

Capital Expenditures. Total capital expenditures for property and equipment were $88.6 million and $52.2 million
for the six months ended June 30, 2006 and 2005, respectively. Total capital expenditures for software were
$97.7 million and $72.1 million for the six months ended June 30, 2006 and 2005, respectively. In 2004, FIS began
the development work to implement changes required to keep pace with the marketplace and the requirements of its
customers. FIS expects to spend an incremental $10 million in 2006 on the development of its mortgage servicing
platform. With respect to the core banking software, FIS expects to spend approximately $27 million in 2006 on
development, enhancements and integration projects. FIS expects to capitalize a portion of those expenditures.

Financing. On October 17, 2005, we entered into a new Credit Agreement, dated as of October 17, 2005, with
Bank of America, N.A. as Administrative Agent and Swing Line Lender, and the other financial institutions party
thereto. This credit agreement replaced our prior $700.0 million, 5-year revolving credit facility which was due
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The Credit Agreement provides for a $250 million unsecured revolving credit facility maturing on the fifth
anniversary of the closing date. Amounts under the revolving credit facility may be borrowed, repaid and reborrowed
by the Borrowers from time to time until the maturity of the revolving credit facility. Voluntary prepayment of the
revolving credit facility under the Credit Agreement is permitted at any time without fee upon proper notice and
subject to a minimum dollar requirement. Revolving loans under the credit facility bear interest at a variable rate
based on either (i) the higher of (a) a rate per annum equal to one-half of one percent in excess of the Federal Reserve s
Federal Funds rate, or (b) Bank of America s prime rate or (ii) a rate per annum equal to the British Bankers
Association LIBOR rate plus a margin of between 0.625%-2.25%, all-in including commitment fees, depending on the
Company s then current public debt credit rating from the rating agencies.

The Credit Agreement contains certain affirmative and negative covenants customary for financings of this type,
including, among other things, limits on the creation of liens and on sales of assets and the incurrence of indebtedness,
restrictions on investments and limitations on restricted payments and transactions with affiliates. The Credit
Agreement also contains customary financial covenants regarding net worth, fixed charge coverage, total debt to total
capitalization and a minimum unencumbered cash balance. The Credit Agreement includes customary events of
default for facilities of this type (with customary grace periods, as applicable) and provides that, upon the occurrence
of an event of default, the interest rate on all outstanding obligations will be increased and payments of all outstanding
loans may be accelerated and/or the lenders commitments may be terminated. In addition, upon the occurrence of
certain insolvency or bankruptcy related events of default, all amounts payable under the Credit Agreement shall
automatically become immediately due and payable, and the lenders commitments will automatically terminate. The
Credit Agreement also requires a pledge of subsidiary stock if our ratings decline to certain below investment grade
credit ratings.

Also on October 17, 2005, FNT entered into a Credit Agreement, dated as of October 17, 2005, with Bank of
America, N.A. as Administrative Agent and Swing Line Lender, and the other financial institutions party thereto (the

FNT Credit Agreement ).

The FNT Credit Agreement provides for a $400 million unsecured revolving credit facility maturing on the fifth
anniversary of the closing date. Amounts under the revolving credit facility may be borrowed, repaid and reborrowed
by the borrower from time to time until the maturity of the revolving credit facility. Voluntary prepayment of the
revolving credit facility under the FNT Credit Agreement is permitted at any time without fee upon proper notice and
subject to a minimum dollar requirement. Revolving loans under the credit facility bear interest at a variable rate
based on either (i) the higher of (a) a rate per annum equal to one-half of one percent in excess of the Federal Reserve s
Federal Funds rate, or (b) Bank of America s prime rate or (ii) a rate per annum equal to the British Bankers
Association LIBOR rate plus a margin of between 0.35%-1.25%, depending on FNT s then current public debt credit
rating from the rating agencies. On October 24, 2005, FNT borrowed $150 million under its $400 million credit
facility in order to repay a $150 million intercompany note issued by one of FNT s subsidiaries to the Company in
August 2005. Prior to December 31, 2005, $50 million of this borrowing was repaid. As of June 30, 2006, $75 million
of this line remains outstanding at a current rate of 5.9%.

The FNT Credit Agreement contains affirmative, negative and financial covenants customary for financings of this
type, including, among other things, limits on the creation of liens, sales of assets and the incurrence of indebtedness,
restrictions on investments, and limitations on restricted payments and transactions with affiliates and certain
amendments. The FNT Credit Agreement requires FNT to maintain investment grade debt ratings, certain financial
ratios related to liquidity and statutory surplus and certain levels of capitalization. The FNT Credit Agreement also
includes customary events of default for facilities of this type (with customary grace periods, as applicable) and
provides that, upon the occurrence of an event of default, the interest rate on all outstanding obligations will be
increased and payments of all outstanding loans may be accelerated and/or the lenders commitments may be
terminated. In addition, upon the occurrence of certain insolvency or bankruptcy-related events of default, all amounts
payable under the Credit Agreement shall automatically become immediately due and payable, and the lenders
commitments will automatically terminate.

On March 9, 2005, we completed a recapitalization plan of FIS. FIS entered into $3.2 billion in senior credit
facilities consisting of a $800.0 million Term Loan A facility, a $2.0 billion Term Loan B facility (collectively, the
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recapitalization. FIS used proceeds from the loans to repay the outstanding principal and interest on a $2.7 billion note
it previously paid as a dividend to us. We in turn used these funds to pay $1.8 billion as a special cash dividend of
$10.00 per share to our shareholders and $400 million to pay down our existing credit facility. The remainder will be
used for general corporate purposes. Revolving credit borrowings and Term A Loans bear interest at a floating rate,
which will be, at the borrowers option, either the British Bankers Association LIBOR or base rate plus, in both cases,
an applicable margin, which is subject to adjustment based on the senior secured leverage ratio of the borrowers. The
Term B Loans bear interest at either the British Bankers Association LIBOR plus 1.75% per annum or, at the
borrowers option, a base rate plus 0.75% per annum. The borrowers may choose one month, two month, three month,
six month, and to the extent available, nine month or one year LIBOR, which then applies for a period of that
duration. Interest is due at the end of each interest period, provided that for LIBOR loans that exceed three months, the
interest is due three months after the beginning of such interest period. The Term Loan A matures in March 2011, the
Term Loan B in March 2013, and the Revolver in March 2011. The Term Loan Facilities are subject to quarterly
amortization of principal in equal installments of 0.25% of the original principal amount with the remaining balance
payable at maturity. In addition to the scheduled amortization, and with certain exceptions, the Term Loan Facilities
are subject to mandatory prepayment from excess cash flow which is reduced based on senior-secured leverage,
issuance of additional equity and debt and sales of certain assets. Voluntary prepayments of both the Term Loan
Facilities and revolving loans and commitment reductions of the revolving credit facility are permitted at any time
without fee upon proper notice and subject to minimum dollar requirements. As of June 30, 2006, there was

$790.0 million outstanding on Term Loan A at 6.42%, $1,730.0 million on Term Loan B at 6.92% and $130.0 million
outstanding relating to the revolving line of credit at 6.57%.

The new credit facilities contain affirmative, negative, and financial covenants customary for financings of this
type, including, among other things, limits on the creation of liens, limits on the incurrence of indebtedness,
restrictions on investments and dispositions, limitations on dividends and other restricted payments and capital
expenditures, a minimum interest coverage ratio, and a maximum secured leverage ratio.

On March 9, 2005, FIS used proceeds from the Term Loans to repay all outstanding principal and interest on a
$2.7 billion principal amount promissory note that it distributed to FNF as a dividend on March 8, 2005. On March 9,
2005, FIS also completed its minority interest sale, in which it issued common shares representing a 25% interest in
FIS to an investor group for $500 million. FIS used the proceeds of that issuance and the remaining Term Loan
proceeds to retire its former revolving credit facility, as described below, and pay expenses relating to the
recapitalization and the minority interest sale. These expenses totaled $79.2 million, and included certain fees and
expenses of the investor group totaling approximately $45.7 million. The remaining proceeds from the Term Loans
and minority interest sale were retained to use for general corporate purposes.

FIS is highly leveraged. As of June 30, 2006, it was paying interest on the Term Loan Facilities at a rate of one
month LIBOR plus 1.25 to 1.75%, or (6.42-6.92%). At that rate, the annual interest on the remaining $1,820.0 million
of Term Loan debt not subject to an interest rate swap agreement as noted below would be $122.0 million. A one
percent increase in the LIBOR rate would increase its annual debt service on the Term Loan Facilities by
$18.2 million. The credit rating assigned to the Term Loan Facilities and Revolver by Standard & Poor s is currently
BB+.

On April 11, 2005, FIS entered into interest rate swap agreements which have effectively fixed the interest rate at
approximately 6.1% through April 2008 on $350 million of the Term Loan B Facility and at approximately 5.9%
through April 2007 on an additional $350.0 million of the Term Loan B Facility. The estimated fair value of the cash
flow hedges results in an asset of the Company of $10.6 million as of June 30, 2006, which is included in the
accompanying consolidated balance sheet in prepaid expenses and other assets and as a component of accumulated
other comprehensive earnings, net of deferred taxes.

As described above, on February 1, 2006 FIS merged with Certegy in a transaction in which Certegy was the
surviving legal entity. We own 51.0% of the common stock of the merged entity as of June 30, 2006. FIS now
currently pays quarterly dividends to its shareholders of $0.05 per share and is expected to continue to do so in the
future. Upon completion of the merger, FIS s credit facilities were amended to limit the amount of dividends the
combined company can pay on its common stock to $60 million per year, plus certain other amounts, except that
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Through the merger with Certegy, the Company has an obligation to service $200 million (aggregate principal
amount) of unsecured 4.75% fixed-rate notes due in 2008. The notes were recorded in purchase accounting at a
discount of $5.7 million, which is being amortized over the term of the notes. The notes accrue interest at a rate of
4.75% per year, payable semi-annually in arrears on each March 15 and September 15.

During the second quarter of 2005, we began lending fixed maturity and equity securities to financial institutions in
short-term security lending transactions. Our security lending policy requires that the cash received as collateral be
102% or more of the fair value of the loaned securities. These short-term security lending arrangements increase
investment income with minimal risk. At June 30, 2006, we had security loans outstanding with a fair value of
$243.9 million included in accounts payable and accrued liabilities and we held cash in the same amount as collateral
for the loaned securities.

Seasonality. Historically, real estate transactions have produced seasonal revenue levels for title insurers. The first
calendar quarter is typically the weakest quarter in terms of revenue due to the generally low volume of home sales
during January and February. Recently, the third calendar quarter has been typically the strongest in terms of revenue
primarily due to a higher volume of home sales in the summer months and the fourth calendar quarter is usually also
strong due to commercial entities desiring to complete transactions by year-end. Significant changes in interest rates
may alter these traditional seasonal patterns due to the effect the cost of financing has on the volume of real estate
transactions.

Contractual Obligations. Other than the merger with Certegy, our long-term contractual obligations have not
changed materially since December 31, 2005. As of December 31, 2005, Certegy s long-term contractual obligations
totaled $528.0 million, with $54.4 million due in 1 year or less, $291.5 million due in 1 to 3 years, $87.3 million due
in 4-5 years and $94.8 due thereafter.

Capital Stock Transactions. On April 24, 2002, our Board of Directors approved a three-year stock repurchase
program. Purchases are made by us from time to time in the open market, in block purchases or in privately negotiated
transactions. From January 1, 2004, through December 31, 2004, we repurchased a total of 430,500 shares of common
stock for $16.5 million. Additionally, on December 13, 2004, we entered into an agreement to repurchase 2,530,346
shares of Company common stock from Willis Stein & Partners ( Willis Stein ) and J.P. Morgan Chase, as escrow
agent for the former stockholder of Aurum. We acquired Aurum in March 2004. The $112.2 million purchase price
was a discount to the closing price of the Company s common stock on December 13, 2004. On April 6, 2005, we
acquired 2,250,000 shares at a purchase price of $70.9 million from ALLTEL. On April 25, 2005, our Board of
Directors approved another three-year stock repurchase program similar to the 2002 plan. This plan authorizes us to
repurchase up to 10 million shares.

Equity Investments. Our equity investments are in public companies whose security prices are subject to significant
volatility. Should the fair value of these investments fall below our cost bases and/or the financial condition or
prospects of these companies deteriorate, we may determine in a future period that this decline in fair value is
other-than-temporary, requiring that an impairment loss be recognized in the period such a determination is made.

Off-Balance Sheet Arrangements. Other than facility and equipment leasing arrangements, we do not engage in
off-balance sheet financing activities. On June 29, 2004 we entered into an off-balance sheet financing arrangement
(commonly referred to as a synthetic lease ). The owner/lessor in this arrangement acquired land and various real
property improvements associated with new construction of an office building in Jacksonville, Florida that will be part
of our corporate campus and headquarters. The lease expires on September 28, 2011, with renewal subject to consent
of the lessor and the lenders. The lessor is a third-party limited liability company. The synthetic lease facility provides
for amounts up to $75.0 million. As of June 30, 2006, the full $75.0 million had been drawn on the facility to finance
land costs and related fees and expenses. The leases include guarantees by us of up to 85.0% of the outstanding lease
balance, and options to purchase the facilities at the outstanding lease balance. The guarantee becomes effective if we
decline to purchase the facilities at the end of the lease and also decline to renew the lease. The lessor financed the
acquisition of the facilities through funding provided by third-party financial institutions. We have no affiliation or
relationship with the lessor or any of its employees, directors or affiliates, and our transactions with the lessor are
limited to the operating lease agreements and the associated rent expense that will be
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included in other operating expenses in the Consolidated Statements of Earnings after the end of the construction
period.

We do not believe the lessor is a variable interest entity, as defined in FASB Interpretation No. 46R, Consolidation
of Variable Interest Entities ( FIN 46 ). In addition, we have verified that even if the lessor was determined to be a
variable interest entity, we would not be required to consolidate the lessor or the assets and liabilities associated with
the assets leased to us. This is because the assets leased by us will not exceed 50% of the total fair value of the lessor s
assets excluding certain assets that should be excluded from such calculation under FIN 46, nor did the lessor finance
95% or more of the leased balance with non-recourse debt, target equity or similar funding.

In conducting our operations, we routinely hold customers assets in escrow, pending completion of real estate
transactions. Certain of these amounts are maintained in segregated bank accounts and have not been included in the
Consolidated Balance Sheets. As a result of holding these customers assets in escrow, we have ongoing programs for
realizing economic benefits during the year through favorable borrowing and vendor arrangements with various
banks. There were no investments or loans outstanding as of June 30, 2006 related to these arrangements.

Critical Accounting Policies

There have been no material changes in our critical accounting policies described in our Annual Report on Form
10-K for the year ended December 31, 2005.

Recent Accounting Pronouncements

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes an
interpretation of FASB Statement No. 109 ( FIN 48 ). FIN 48 requires an evaluation to determine the likelihood that an
uncertain tax position will be sustained upon examination, including resolution of any related appeals or litigation
processes. If it is determined that it is more likely than not that an uncertain tax position will be sustained upon
examination, the next step is to determine the amount to be recognized. FIN 48 prescribes recognition of the largest
amount of tax benefit that is greater than 50 percent likely of being recognized upon ultimate settlement of an
uncertain tax position. Such amounts are to be recognized as of the first financial reporting period during which the
more-likely-than-not recognition threshold is met. Similarly, amounts that have previously been recognized will be
derecognized as of the first financial reporting period during which the more-likely-than-not recognition threshold is
not met. FIN 48 is effective for fiscal years beginning after December 15, 2006. We do not believe that FIN 48 will
have a material impact on our statements of financial position or operations.

In December 2004, the FASB issued SFAS No. 123R, which requires that compensation cost relating to
share-based payments be recognized in our financial statements. During 2003, we adopted the fair value recognition
provision of Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based Compensation
( SFAS No. 123 ), effective as of the beginning of 2003. Using the fair value method of accounting, compensation cost
is measured based on the fair value of the award at the grant date and recognized over the service period. Upon
adoption of SFAS No. 123, we elected to use the prospective method of transition, as permitted by Statement of
Financial Accounting Standards No. 148, Accounting for Stock-Based Compensation Transition and Disclosure
( SFAS No. 148 ). Using this method, stock-based employee compensation cost has been recognized from the
beginning of 2003 as if the fair value method of accounting had been used to account for all employee awards granted,
modified, or settled in years beginning after December 31, 2002. SFAS No. 123R does not allow for the prospective
method, but requires the recording of expense relating to the vesting of all unvested options beginning in the first
quarter of 2006. The adoption of SFAS No. 123R on January 1, 2006 had no significant impact on our financial
condition or results of operations due to the fact that all options accounted for using the intrinsic value method under
Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees, were fully vested at
December 31, 2005. In accordance with the provisions of SFAS No. 123R, we have not restated our share-based
compensation expense for the 2005 periods presented.
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Item 3. Quantitative and Qualitative Disclosure about Market Risk

There have been no material changes in the market risks described in our Annual Report on Form 10-K for the year
ended December 31, 2005.

Item 4. Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our principal executive officer
and principal financial officer, of the effectiveness of the design and operation of our disclosure controls and
procedures as of the end of the period covered by this report. Based on this evaluation, our principal executive officer
and principal financial officer concluded that our disclosure controls and procedures are effective to provide
reasonable assurance that our disclosure controls and procedures will timely alert them to material information
required to be included in our periodic SEC reports.

There have been no changes in our internal controls over financial reporting that occurred during our last fiscal
quarter that have materially affected or are reasonably likely to materially affect our internal controls over financial
reporting.
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Part II: OTHER INFORMATION
Item 1. Legal Proceedings
In the ordinary course of business, the Company is involved in various pending and threatened litigation matters

related to its operations, some of which include claims for punitive or exemplary damages. The Company believes that

no actions, other than those listed below, depart from customary litigation incidental to its business. As background to

the disclosure below, please note the following:
These matters raise difficult and complicated factual and legal issues and are subject to many uncertainties and
complexities, including but not limited to the underlying facts of each matter, novel legal issues, variations
between jurisdictions in which matters are being litigated, differences in applicable laws and judicial
interpretations, the length of time before many of these matters might be resolved by settlement or through
litigation and, in some cases, the timing of their resolutions relative to other similar cases brought against other
companies, the fact that many of these matters are putative class actions in which a class has not been certified
and in which the purported class may not be clearly defined, the fact that many of these matters involve
multi-state class actions in which the applicable law for the claims at issue is in dispute and therefore unclear,
and the current challenging legal environment faced by large corporations and insurance companies.

In these matters, plaintiffs seek a variety of remedies including equitable relief in the form of injunctive and
other remedies and monetary relief in the form of compensatory damages. In most cases, the monetary
damages sought include punitive or treble damages. Often more specific information beyond the type of relief
sought is not available because plaintiffs have not requested more specific relief in their court pleadings. In
general, the dollar amount of damages sought is not specified. In those cases where plaintiffs have made a
specific statement with regard to monetary damages, they often specify damages just below a jurisdictional
limit regardless of the facts of the case. This represents the maximum they can seek without risking removal
from state court to federal court. In our experience, monetary demands in plaintiffs court pleadings bear little
relation to the ultimate loss, if any, we may experience.

For the reasons specified above, it is not possible to make meaningful estimates of the amount or range of loss
that could result from these matters at this time. The Company reviews these matters on an on-going basis and
follows the provisions of SFAS No. 5, Accounting for Contingencies when making accrual and disclosure
decisions. When assessing reasonably possible and probable outcomes, the Company bases its decision on its
assessment of the ultimate outcome following all appeals.

In the opinion of the Company s management, while some of these matters may be material to the Company s
operating results for any particular period if an unfavorable outcome results, none will have a material adverse
effect on its overall financial condition.

Several class actions are pending in Ohio, Pennsylvania, Connecticut, New Hampshire and Florida alleging
improper premiums were charged for title insurance. The cases allege that the named defendant companies failed to
provide notice of premium discounts to consumers refinancing their mortgages, and failed to give discounts in
refinancing transactions in violation of the filed rates. The actions seek refunds of the premiums charged and punitive
damages. The Company intends to vigorously defend the actions.

A class action in California alleges that the Company violated the Real Estate Settlement Procedures Act and state
law by giving favorable discounts or rates to builders and developers for escrow fees and requiring purchasers to use
Chicago Title Insurance Company for escrow services. The action seeks refunds of the premiums charged and
additional damages. The Company intends to vigorously defend this action.

A class action in Texas alleges that the Company overcharged for recording fees in Arizona, California, Colorado,
Oklahoma and Texas. The suit seeks to recover the recording fees for the class that was overcharged, interest and
attorney s fees. The suit was filed in the United States District Court for the Western District of Texas, San Antonio
Division on March 24, 2006. Similar suits are pending in Indiana and Missouri. The Company intends to vigorously
defend these actions.

Table of Contents 75



Edgar Filing: FIDELITY NATIONAL FINANCIAL INC /DE/ - Form 10-Q
45

Table of Contents

76



Edgar Filing: FIDELITY NATIONAL FINANCIAL INC /DE/ - Form 10-Q

Table of Contents

A class action in New Mexico alleges the Company has engaged in anti-competitive price fixing in New Mexico.
The suit seeks an injunction against price fixing and writs issued to the State regulators mandating the law be
interpreted to provide a competitive market, compensatory damages, punitive damages, statutory damages, interest
and attorney s fees for the injured class. The suit was filed in State Court in Santa Fe, New Mexico on April 27, 2006.
The Company intends to vigorously defend this action.

Two class actions filed in Illinois allege the Company has paid attorneys to refer business to the Company by
paying them for core title services in conjunction with orders when the attorneys, in fact, did not perform any core title
services and the payments were to steer business to the Company. The suits seek compensatory damages, attorney s
fees and injunctive relief to terminate the practice. The suit was filed in State Court in Chicago, Illinois on May 11,
2006. The Company intends to vigorously defend these actions.

None of the cases described above includes a statement as to the dollar amount of damages demanded. Instead,
each of the cases includes a demand in an amount to be proved at trial. Two of the Ohio cases state that the damages
per class member are less than the jurisdictional limit for removal to federal court.

The Company receives inquiries and requests for information from state insurance departments, attorneys general
and other regulatory agencies from time to time about various matters relating to its business. Sometimes these take
the form of civil investigative subpoenas. The Company attempts to cooperate with all such inquiries. From time to
time, the Company is assessed fines for violations of regulations or other matters or enters into settlements with such
authorities which require the Company to pay money or take other actions.

The National Association of Insurance Commissioners and various state insurance regulators have been
investigating so called captive reinsurance agreements since 2004. The investigations have focused on arrangements
in which title insurers would write title insurance generated by realtors, developers and lenders and cede a portion of
the premiums to a reinsurance company affiliate of the entity that generated the business. The U.S. Department of
Housing and Urban Development ( HUD ) also has made formal or informal inquiries of the Company regarding these
matters. The Company has been cooperating and intends to continue to cooperate with all ongoing investigations. The
Company has discontinued all captive reinsurance arrangements. The total amount of premiums the Company ceded
to reinsurers was approximately $10 million over the existence of these agreements. The Company has settled most of
the accusations of wrongdoing that arose from these investigations by discontinuing the practice and paying fines.
Some investigations are continuing. The Company anticipates they will be settled in a similar manner.

Additionally, the Company has received inquiries from regulators about its business involvement with title
insurance agencies affiliated with builders, realtors and other traditional sources of title insurance business, some of
which the Company participated in forming as joint ventures with its subsidiaries. These inquiries have focused on
whether the placement of title insurance with the Company through these affiliated agencies is proper or an improper
form of referral payment. Like most other title insurers, the Company participates in these affiliated business
arrangements in a number of states. The Company has settled the accusations of wrongdoing that arose from some of
these investigations by discontinuing the practice and paying fines. Other investigations are continuing. The Company
anticipates they will be settled in a similar manner.

The Company and its subsidiaries have settled all allegations of wrongdoing arising from a wide-ranging review of
the title insurance industry by the New York State Attorney General (the NYAG ). Under the terms of the settlement,
the Company paid a $2 million fine and will immediately reduce premiums by 15% on owner s policies under
$1 million. Rate hearings will be conducted by the New York State Insurance Department (the NYSID ) this year
where all rates will be considered industry wide. The settlement clarifies practices considered wrongful under New
York law by the NYAG and the NYSID, and the Company has agreed not to engage in those practices. The Company
will take steps to assure that consumers are aware of the filed rates for premiums on title insurance products and that
the products are correctly rated. The settlement also resolves all issues raised by the market conduct investigation of
the Company and its subsidiaries by the NYSID except the issues of rating errors found by the NYSID. As part of the
settlement, the Company and its subsidiaries denied any wrongdoing. Neither the fines nor the rate reductions are
expected to have a material impact on earnings of the Company. The Company cooperated fully with the NYAG and
NYSID inquiries into these matters and will continue to cooperate with the NYSID.
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Further, U.S. Representative Oxley, the Chairman of the House Financial Services Committee, recently asked the
Government Accountability Office (the GAO ) to investigate the title insurance industry. Representative Oxley stated
that the Committee is concerned about payments that certain title insurers have made to developers, lenders and real
estate agents for referrals of title insurance business. Representative Oxley asked the GAO to examine, among other
things, the foregoing relationships and the levels of pricing and competition in the title insurance industry. A
congressional hearing was held regarding title insurance practices on April 27, 2006. The Company is unable to
predict the outcome of this inquiry or whether it will adversely affect the Company s business or results of operations.

On July 3, 2006, the California Insurance Commissioner ( Commissioner ) issued a Notice of Proposed Action and
Notice of Public Hearing (the Notice ) relating to proposed regulations governing rate-making for title insurance (the

Proposed Regulations ). A hearing on the Proposed Regulations is scheduled for August 30, 2006. If implemented, the
Proposed Regulations would result in significant reductions in title insurance rates, which are likely to have a
significant negative impact on the company s California revenues. In addition, the Proposed Regulations would give
the Commissioner the ability to set maximum allowable title insurance rates on a going-forward basis. It is possible
that such maximum rates would be lower than the rates that the company would otherwise set. In addition, the Florida
Office of Insurance Regulation (the OIR ) has recently released three studies of the title insurance industry which
purport to demonstrate that title insurance rates in Florida are too high and that the Florida title insurance industry is
overwhelmingly dominated by five firms, which includes FNT. The studies recommend tying premium rates to loss
ratios thereby making the rates a reflection of the actual risks born by the insurer. The OIR is presently developing a
rule to govern the upcoming rate analysis and rate setting process and has said that it will use the information to begin
a full review of the title insurance rates charged in Florida. New York, Colorado, Louisiana, Nevada, and Texas
insurance regulators have also announced similar inquiries (or other reviews of title insurance rates) and other states
could follow. At this stage, the Company is unable to predict what the outcome will be of these or any similar reviews.

Canadian lawyers who have traditionally played a role in real property transactions in Canada allege that the
Company s practices in processing residential mortgages are the unauthorized practice of law. Their Law Societies
have demanded an end to the practice, and have begun investigations into those practices. In several provinces bills
have been filed that ostensibly would affect the way we do business. The Company is unable to predict the outcome of
this inquiry or whether it will adversely affect the Company s business or results of operations. In Missouri a class
action is pending alleging that certain acts performed by the Company in closing real estate transactions are the
unlawful practice of law. The Company intends to vigorously defend this action.

The Company and its subsidiaries, FIS and Fidelity Information Services, Inc. ( FI ), together with certain of its
employees, were named on March 6, 2006 as defendants in a civil lawsuit brought by Grace & Digital Information
Technology Co., Ltd. ( Grace ), a Chinese company that formerly acted as a sales agent for Alltel Information Services
( Al ), the predecessor to Fidelity Information Services, in China.

Grace originally filed a lawsuit in December 2004 in state court in Monterey County, California, alleging that FIS
breached the sales agency agreement between Grace and AIS by failing to pay Grace commissions on certain
contracts in 2001 and 2003. However, the 2001 contracts were never completed and the 2003 contracts, as to which
Grace provided no assistance, were for a different project and were executed one and one-half years after FIS
terminated the sales agency agreement with Grace. In addition to its breach of contract claim, Grace also alleged that
FNF violated the Foreign Corrupt Practices Act (FCPA) in its dealings with a bank customer in China. FNF denied
Grace s allegations in this California lawsuit.

In December 2005, the Monterey County court dismissed the lawsuit on the grounds of inconvenient forum, which
decision Grace appealed on February 10, 2006. Further, on March 6, 2006, Grace filed a new lawsuit in the United
States District Court for the Middle District of Florida arising from the same transaction, and added an additional
allegation to its complaint that FNF violated the Racketeer Influenced and Corrupt Organizations Act (RICO) in its
dealings with the same bank customer. FNF and its subsidiaries intend to defend this case vigorously. On March 7,
2006, FNF filed its motion to dismiss this lawsuit, and on March 27, 2006, FNF filed an answer denying Grace s
underlying allegations and counterclaiming against Grace for tortious interference and abuse of process. These
motions have all been fully briefed and are pending before the Court. A pretrial management order has been entered
providing for discovery, pretrial motion deadlines, and, if necessary, a trial in the later part of 2007.
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FNF and its counsel have investigated these allegations and, based on the results of the investigations, FNF does
not believe that there have been any violations of the FCPA or RICO, or that the ultimate disposition of these
allegations or the lawsuit will have a material adverse impact on FNF s or any of its subsidiaries financial position,
results of operations or cash flows. FNF and its subsidiaries, including FIS, have fully cooperated with the Securities
and Exchange Commission and the U.S. Department of Justice in connection with their inquiry into these allegations.
Item 1A. Risk Factors

Our business faces a number of risks. The risks described below update the risk factors described in our 2005 Form
10-K and should be read in conjunction with those risk factors. The risk factors described in this Form 10-Q and the
2005 Form 10-K may not be the only risks we face. Additional risks that we do not yet know of or that we currently
think are immaterial may also impair our business operations. If any of the following risks actually occur, our
business, results of operations, financial condition could be materially affected and the trading price of our common
stock could decline.

If adverse changes in the levels of real estate activity occur, our revenues may decline.

Title insurance revenue is closely related to the level of real estate activity which includes sales, mortgage
financing and mortgage refinancing. The levels of real estate activity are primarily affected by the average price of
real estate sales, the availability of funds to finance purchases and mortgage interest rates. While both the volume and
the average price of residential real estate transactions have recently experienced record highs, we do not expect these
trends to continue. Further, interest rates have risen from record low levels in 2003, resulting in reductions in the level
of mortgage refinancings and total mortgage originations in 2004 and again in 2005.

We have found that residential real estate activity generally decreases in the following situations:

when mortgage interest rates are high or increasing;

when the mortgage funding supply is limited; and

when the United States economy is weak.

If either the level of real estate activity or the average price of real estate sales declines, it could adversely affect
our title insurance revenues. The Mortgage Bankers Association currently projects residential mortgage production in
2006 to be $2.38 trillion, which would represent an 18.3% decline relative to 2005. The MBA further projects that the
18.3% decrease will result from purchase transactions declining from $1.51 billion in 2005 to $1.48 billion in 2006, or
2.0%, and refinancing transactions dropping from $1.40 billion to $0.90 billion, or 35.9%.

State regulation of the rates we charge for title insurance could adversely affect our results of operations.

Our subsidiaries are subject to extensive rate regulation by the applicable state agencies in the jurisdictions in
which they operate. Title insurance rates are regulated differently in the various states, with some states requiring our
subsidiaries to file rates before such rates become effective and some states promulgating the rates that can be
charged. In almost all states in which our subsidiaries operate, our rates must not be excessive, inadequate or unfairly
discriminatory.

On July 3, 2006, the California Insurance Commissioner ( Commissioner ) issued a Notice of Proposed Action and
Notice of Public Hearing (the Notice ) relating to proposed regulations governing rate-making for title insurance (the

Proposed Regulations ). A hearing on the Proposed Regulations is scheduled for August 30, 2006. If implemented, the
Proposed Regulations would result in significant reductions in title insurance rates, which are likely to have a
significant negative impact on the company s California revenues. In addition, the Proposed Regulations would give
the Commissioner the ability to set maximum allowable title insurance rates on a going-forward basis. It is possible
that such maximum rates would be lower than the rates that the company would otherwise set. In addition, the Florida
Office of Insurance Regulation (the OIR ) has recently released three studies
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of the title insurance industry which purport to demonstrate that title insurance rates in Florida are too high and that
the Florida title insurance industry is overwhelmingly dominated by five firms, which includes FNT. The studies
recommend tying premium rates to loss ratios thereby making the rates a reflection of the actual risks born by the
insurer. The OIR is presently developing a rule to govern the upcoming rate analysis and rate setting process and has
said that it will use the information to begin a full review of the title insurance rates charged in Florida.

New York, Colorado, Florida, Louisiana, Nevada, and Texas insurance regulators have also announced inquiries
(or other reviews of title insurance rates) and other states could follow. At this stage, the Company is unable to predict
what the outcome will be of this or any similar review.

California is the largest source of revenue for the title insurance industry, including for us.

The Company and its subsidiaries have settled all allegations of wrongdoing arising from a wide-ranging review of
the title insurance industry by the New York State Attorney General (the NYAG ). Under the terms of the settlement,
the Company will pay a $2 million fine and immediately reduce premiums by 15% on owner s policies under
$1 million. Rate hearings will be conducted by the New York State Insurance Department (the NYSID ) this year
where all rates will be considered industry wide. The settlement clarifies practices considered wrongful under New
York law by the NYAG and the NYSID, and the Company has agreed not to engage in those practices. The Company
will take steps to assure that consumers are aware of the filed rates for premiums on title insurance products and that
the products are correctly rated. The settlement also resolves all issues raised by the market conduct investigation of
the Company and its subsidiaries by the NYSID except the issues of rating errors found by the NYSID. As part of the
settlement, the Company and its subsidiaries denied any wrongdoing. Neither the fines nor the 15% rate reduction are
expected to have a material impact on earnings of the Company. The Company cooperated fully with the NYAG and
NYSID inquiries into these matters and will continue to cooperate with the NYSID.

Further, U.S. Representative Oxley, the Chairman of the House Financial Services Committee, recently asked the
Government Accountability Office (the GAO) to investigate the title insurance industry. Representative Oxley stated
that the Committee is concerned about payments that certain title insurers have made to developers, lenders and real
estate agents for referrals of title insurance business. Representative Oxley asked the GAO to examine, among other
things, the foregoing relationships and the levels of pricing and competition in the title insurance industry. A
congressional hearing was held regarding title insurance practices on April 27, 2006. We are unable to predict the
outcome of this inquiry or whether it will adversely affect our business or results of operations.

If the rating agencies further downgrade our company our results of operations and competitive position in the
industry may suffer.

Ratings have always been an important factor in establishing the competitive position of insurance companies. Our
insurance companies are rated by Standard & Poor s ( S&P ), Moody s Corporation ( Moody s ), Fitch Ratings, Inc.
( Fitch ), A.M. Best Company ( A.M. Best ), Demotech, Inc., and LACE Financial Corporation. Ratings reflect the
opinion of a rating agency with regard to an insurance company s or insurance holding company s financial strength,
operating performance, and ability to meet its obligations to policyholders and are not evaluations directed to
investors. In connection with the announcement on April 27, 2006, of the Proposed Transactions and the subsequent
merger of FNF with and into FIS, S&P and A.M. Best revised their outlook on our ratings to positive from stable and
Moody s and Fitch affirmed financial strength ratings of A3 and A-, respectively. Our ratings are subject to continued
periodic review by those rating entities and the continued retention of those ratings cannot be assured. If our ratings
are reduced from their current levels by those entities, our results of operations could be adversely affected.
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Item 6. Exhibits

(a) Exhibits:
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification by Chief Executive Officer of Periodic Financial Reports pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350.

32.2 Certification by Chief Financial Officer of Periodic Financial Reports pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.
FIDELITY NATIONAL FINANCIAL, INC.
(registrant)

By: /s/ Alan L. Stinson

Alan L. Stinson

Executive Vice President, Chief Financial

Officer

(Principal Financial and Accounting Officer) Date: August 9, 2006
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Exhibit No. Description

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification by Chief Executive Officer of Periodic Financial Reports pursuant to Section 906 of

the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350.
322 Certification by Chief Financial Officer of Periodic Financial Reports pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350.
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