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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended March 31, 2011

OR

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from              to             

Commission File No. 0-50167

INFINITY PROPERTY AND CASUALTY

CORPORATION
(Exact name of registrant as specified in its charter)
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Incorporated under

the Laws of Ohio 03-0483872
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)
3700 Colonnade Parkway, Suite 600, Birmingham, Alabama 35243

(Address of principal executive offices and zip code)

(205) 870-4000

(Registrant�s telephone number, including area code)

Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

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 and (2) has been subject to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined by rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

As of April 30, 2011, there were 12,400,475 shares of the registrant�s common stock outstanding.
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PART I

FINANCIAL INFORMATION

ITEM 1

Financial Statements

INFINITY PROPERTY AND CASUALTY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS

(in thousands, except per share data)

(unaudited)

Three months ended March 31,
2011 2010 % Change

Revenues:
Earned premium $ 238,981 $ 212,066 12.7% 
Net investment income 10,332 11,295 (8.5)% 
Net realized gains (losses) on investments* 2,923 (455) NM
Other income 52 23 126.1% 

Total revenues 252,288 222,929 13.2% 

Costs and Expenses:
Losses and loss adjustment expenses 178,957 146,643 22.0% 
Commissions and other underwriting expenses 55,087 48,154 14.4% 
Interest expense 2,701 2,700 0.0% 
Corporate general and administrative expenses 1,738 1,872 (7.2)% 
Other expenses 44 732 (94.0)% 

Total costs and expenses 238,528 200,101 19.2% 

Earnings before income taxes 13,761 22,828 (39.7)% 
Provision for income taxes 2,780 7,206 (61.4)% 

Net Earnings $ 10,981 $ 15,621 (29.7)% 

Earnings per Common Share:
Basic $ 0.89 $ 1.17 (23.9)% 
Diluted 0.87 1.15 (24.3)% 

Average Number of Common Shares:
Basic 12,345 13,319 (7.3)% 
Diluted 12,685 13,620 (6.9)% 

Cash Dividends per Common Share $ 0.18 $ 0.14 28.6% 
$ 3,547 $ 1,078 229.0% 
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*  Net realized gains before impairment losses

Total other-than-temporary impairment (OTTI) losses (1,608) (99) NM
Non-credit portion in other comprehensive income 1,017 0 0.0% 
OTTI losses reclassified from other comprehensive income (33) (1,434) (97.7)% 

Net impairment losses recognized in earnings (624) (1,533) (59.3)% 

Total net realized gains (losses) on investments $ 2,923 $ (455) NM

NM = Not meaningful

See Condensed Notes to Consolidated Financial Statements.
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INFINITY PROPERTY AND CASUALTY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

March 31, 2011 December 31, 2010
(unaudited)

Assets
Investments:
Fixed maturities � at fair value (amortized cost $1,182,952 and $1,153,802) $ 1,204,586 $ 1,177,718
Equity securities � at fair value (cost $26,196 and $29,333) 39,899 42,301

Total investments $ 1,244,485 $ 1,220,019

Cash and cash equivalents 55,521 63,605
Accrued investment income 11,395 12,033
Agents� balances and premium receivable, net of allowances for doubtful accounts of $11,170
and $12,323 369,345 336,676
Property and equipment, net of accumulated depreciation of $45,994 and $43,731 24,301 25,132
Prepaid reinsurance premium 2,126 1,890
Recoverables from reinsurers (includes $761 and $289 on paid losses and LAE) 16,875 16,809
Deferred policy acquisition costs 88,264 79,398
Current and deferred income taxes 13,165 14,867
Receivable for securities sold 430 0
Other assets 7,988 6,653
Goodwill 75,275 75,275

Total assets $ 1,909,170 $ 1,852,357

Liabilities and Shareholders� Equity
Liabilities:
Unpaid losses and loss adjustment expenses $ 473,527 $ 477,833
Unearned premium 460,087 417,371
Payable to reinsurers 0 42
Long-term debt (fair value $200,216 and $199,132) 194,749 194,729
Commissions payable 29,161 24,232
Payable for securities purchased 8,251 419
Other liabilities 79,286 76,548

Total liabilities $ 1,245,060 $ 1,191,173

Commitments and contingencies (See Note 10)

Shareholders� equity:
Common stock, no par value (50,000,000 shares authorized; 21,214,366 and 21,167,947 shares
issued) $ 21,288 $ 21,228
Additional paid-in capital 351,773 349,742
Retained earnings 634,241 625,492
Accumulated other comprehensive income, net of tax 23,473 24,488
Treasury stock, at cost (8,813,094 and 8,698,962 shares) (366,665) (359,766) 

Total shareholders� equity $ 664,110 $ 661,184
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Total liabilities and shareholders� equity $ 1,909,170 $ 1,852,357

See Condensed Notes to Consolidated Financial Statements.
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INFINITY PROPERTY AND CASUALTY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS� EQUITY

(in thousands)

(unaudited)

Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income
(Loss),

Net of Tax
Treasury

Stock Total
Balance at December 31, 2009 $ 21,064 $ 344,031 $ 541,167 $ 19,500 $ (307,602) $ 618,160

Net earnings $ �  $ �  $ 15,621 $ �  $ �  $ 15,621
Net change in postretirement benefit liability �  �  �  (17) �  (17) 
Change in unrealized gain on investments �  �  �  3,702 �  3,702
Change in non-credit component of impairment losses on
fixed maturities �  �  �  1,761 �  1,761

Comprehensive income $ 21,067
Dividends paid to common shareholders �  �  (1,864) �  �  (1,864) 
Shares issued and share-based compensation expense 45 1,264 �  �  �  1,309
Acquisition of treasury stock �  �  �  �  (10,412) (10,412) 

Balance at March 31, 2010 $ 21,108 $ 345,296 $ 554,925 $ 24,945 $ (318,014) $ 628,260

Net earnings $ �  $ �  $ 75,902 $ �  $ �  $ 75,902
Net change in postretirement benefit liability �  �  �  (103) �  (103) 
Change in unrealized gain on investments �  �  �  (2,831) �  (2,831) 
Change in non-credit component of impairment losses on
fixed maturities �  �  �  2,477 �  2,477

Comprehensive income $ 75,444
Dividends paid to common shareholders �  �  (5,335) �  �  (5,335) 
Shares issued and share-based compensation expense 120 4,446 �  �  �  4,566
Acquisition of treasury stock �  �  �  �  (41,752) (41,752) 

Balance at December 31, 2010 $ 21,228 $ 349,742 $ 625,492 $ 24,488 $ (359,766) $ 661,184

Net earnings $ �  $ �  $ 10,981 $ �  $ �  $ 10,981
Net change in postretirement benefit liability �  �  �  (10) �  (10) 
Change in unrealized gain on investments �  �  �  (929) �  (929) 
Change in non-credit component of impairment losses on
fixed maturities �  �  �  (76) �  (76) 

Comprehensive income $ 9,966
Dividends paid to common shareholders �  �  (2,232) �  �  (2,232) 
Shares issued and share-based compensation expense 61 2,031 �  �  �  2,092
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Acquisition of treasury stock �  �  �  �  (6,898) (6,898) 

Balance at March 31, 2011 $ 21,288 $ 351,773 $ 634,241 $ 23,473 $ (366,665) $ 664,110

See Condensed Notes to Consolidated Financial Statements.
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INFINITY PROPERTY AND CASUALTY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(unaudited)

Three months ended March 31,
2011 2010

Operating Activities:
Net earnings $ 10,981 $ 15,621
Adjustments:
Depreciation 2,544 2,680
Amortization 2,073 1,576
Net realized (gains) losses on investments (2,923) 455
Loss on disposal of property and equipment 201 0
Share-based compensation expense 641 672
Non-cash activity related to rabbi trust 15 0
Decrease (increase) in accrued investment income 637 (982) 
Increase in agents� balances and premium receivable (32,669) (33,461) 
Increase in reinsurance receivables (302) (1,508) 
Increase in deferred policy acquisition costs (8,865) (6,918) 
Decrease in other assets 909 525
Decrease in unpaid losses and loss adjustment expenses (4,305) (3,889) 
Increase in unearned premium 42,716 43,190
Decrease in payable to reinsurers (42) (58) 
Increase (decrease) in other liabilities 7,597 (2,298) 

Net cash provided by operating activities 19,208 15,605

Investing Activities:
Purchases of and additional investments in:
Fixed maturities (142,612) (95,514) 
Property and equipment (1,915) (2,115) 
Maturities and redemptions of fixed maturities 67,353 39,752
Sales of:
Fixed maturities 52,855 11,717
Equity securities 4,877 0

Net cash used in investing activities (19,441) (46,161) 

Financing Activities:
Proceeds from stock options exercised and employee stock purchases, including tax benefit 1,450 637
Acquisition of treasury stock (7,069) (10,328) 
Dividends paid to shareholders (2,232) (1,864) 

Net cash used in financing activities (7,851) (11,555) 

Net decrease in cash and cash equivalents (8,084) (42,111) 
Cash and cash equivalents at beginning of period 63,605 99,700

Cash and cash equivalents at end of period $ 55,521 $ 57,589
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See Condensed Notes to Consolidated Financial Statements.
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CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2011

INDEX TO NOTES

1.     Reporting and Accounting Policies 6.     Long-Term Debt
2.     Share-Based Compensation 7.     Income Taxes
3.     Computation of Earnings Per Share 8.     Additional Information
4.     Fair Value 9.     Insurance Reserves
5.     Investments 10.   Commitments and Contingencies
Note 1 Reporting and Accounting Policies

Nature of Operations

We are a holding company that, through subsidiaries, provides personal automobile insurance with a concentration on nonstandard auto
insurance. Although licensed to write insurance in all 50 states and the District of Columbia, we focus on select states that management believes
offer the greatest opportunity for premium growth and profitability.

Basis of Consolidation and Reporting

The accompanying consolidated financial statements are unaudited and should be read in conjunction with our Annual Report on Form 10-K for
the year ended December 31, 2010. This Quarterly Report on Form 10-Q, including the Condensed Notes to Consolidated Financial Statements
and Management�s Discussion and Analysis of Financial Condition and Results of Operations, focuses on our financial performance since the
beginning of the year.

These financial statements reflect certain adjustments necessary for a fair presentation of our results of operations and financial position. Such
adjustments consist of normal, recurring accruals recorded to match expenses with their related revenue streams and the elimination of all
significant inter-company transactions and balances.

We have evaluated events that occurred after March 31, 2011 for recognition or disclosure in our financial statements and the notes to the
financial statements.

Schedules may not foot due to rounding.

Estimates

We based certain accounts and balances within these financial statements upon management�s estimates and assumptions. The amount of
reserves for claims not yet paid, for example, is an item that we can only record by estimation. Unrealized capital gains and losses on
investments are subject to market fluctuations, and management uses judgment in the determination of whether unrealized losses on certain
securities are temporary or other-than-temporary. Should actual results differ significantly from these estimates, the effect on our results of
operations could be material. The results of operations for the periods presented may not be indicative of our results for the entire year.

Reclassifications

We have reclassified certain amounts in the prior period consolidated financial statements to conform to the current period presentation. These
reclassifications had no effect on total shareholders� equity, net cash flow or net earnings as previously reported.
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Condensed Notes to Consolidated Financial Statements

Note 2 Share-Based Compensation

Restricted Stock Plan

We established the Restricted Stock Plan in 2002 and amended it on July 31, 2007. There are 500,000 shares of our common stock reserved for
issuance under the Restricted Stock Plan, of which we have issued 206,609 shares as of March 31, 2011. We expense the fair value of shares
issued under the Restricted Stock Plan over the vesting periods of the awards based on the market value of our stock on the date of grant.

On July 31, 2007, our Compensation Committee (the �Committee�) approved the grant of 72,234 shares of restricted stock to certain officers under
the Restricted Stock Plan. These shares of restricted stock will vest in full on July 31, 2011. During the vesting period, the shares of restricted
stock will not have voting rights and will accrue dividends, which we will not pay until the shares have vested. We treat the restricted shares as
issued and outstanding for calculation of diluted earnings per share only. Until fully vested, we will not consider the shares issued and
outstanding for purposes of the basic earnings per share calculation.

Non-employee Directors� Stock Ownership Plan

In May 2005, our shareholders approved the Non-employee Directors� Stock Ownership Plan (�Directors� Plan�). The purpose of the Directors� Plan
is to include our common stock as part of the compensation provided to our non-employee directors and to provide for stock ownership
requirements for our non-employee directors. There are 200,000 shares of our common stock reserved for issuance under the Directors� Plan, of
which we have issued 37,302 shares as of March 31, 2011. Under the terms of the Directors� Plan, we grant shares on or about June 1 of each
year and we restrict these shares from sale or transfer by any recipient for six months from the date of grant. In June of 2010, we issued 7,672
shares of our common stock, valued pursuant to the plan at $350,000, to our non-employee directors. We treat participants� shares as issued and
outstanding for basic and diluted earnings per share calculations.

Employee Stock Purchase Plan

We established our Employee Stock Purchase Plan (�ESPP�) in 2004 and amended and restated it on August 3, 2010. Under the ESPP, all eligible
full-time employees may purchase shares of our common stock at a 15% discount to the current market price. Employees may allocate up to
25% of their base salary with a maximum annual participation amount of $25,000. If a participant sells any shares purchased under the plan
within one year, we preclude that employee from participating in the plan for one year from the date of sale. The source of shares issued to
participants is treasury shares and/or authorized but previously unissued shares. The maximum number of shares that we may issue under the
ESPP may not exceed 1,000,000, of which we have issued 43,671 as of March 31, 2011. Our ESPP is qualified under Section 423 of the Internal
Revenue Code of 1986, as amended. We treat participants� shares as issued and outstanding for basic and diluted earnings per share calculations.

Performance Share Plan

Our shareholders approved the Performance Share Plan (�PSP�) on May 20, 2008 and an amended and restated performance share plan on
May 26, 2010. The purpose of the PSP is to align further the interest of management with our long-term shareholders by including
performance-based compensation, payable in shares of common stock, as a component of an executive�s annual compensation. The Committee
administers the PSP and will (i) establish the performance goals, which may include but are not limited to, combined ratio, premium growth,
growth within certain specific geographic areas and earnings per share or return on equity over the course of the upcoming three year period,
(ii) determine the PSP participants, (iii) set the performance share units to be awarded to such participants, and (iv) set the rate at which
performance share units will convert to shares of common stock based upon attainment of the performance goals. The number of shares of
common stock that we may issue under the PSP is limited to 500,000 shares. In April 2011, we issued 32,957 shares under this plan.

Stock Option Plan

We amended our Stock Option Plan (�SOP�) to prohibit any future grant of stock options from the plan after May 20, 2008. We have granted no
options since 2004. We generally granted options with an exercise price near the closing price of our stock at the date of grant and these options
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have a 10-year contractual life. All of the options under the SOP have fully vested. Subject to specific limitations contained in the SOP, our
Board of Directors has the ability to amend, suspend or terminate the plan at any time without shareholder approval. The SOP will continue in
effect until the exercise or expiration of all options granted under the plan.
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INFINITY PROPERTY AND CASUALTY CORPORATION 10-Q

Condensed Notes to Consolidated Financial Statements

As permitted by the Stock Compensation topic of the FASB Accounting Standards Codification, we used the modified Black-Scholes model
with the assumptions noted below to estimate the value of employee stock options on the date of grant. Expected volatilities are based on
historical volatilities of our stock. We selected the expected option life to be 7.5 years, which represents the midpoint between the last vesting
date and the end of the contractual term. The risk-free rate for periods within the contractual life of the options is based on the yield on 10-year
Treasury notes in effect at the time of grant. The dividend yield was based on expected dividends at the time of grant.

We estimated the weighted-average grant date fair values of options granted during 2004 and 2003 using the modified Black-Scholes valuation
model and the following weighted-average assumptions:

2004 Grants 2003 Grants
Weighted-average grant date fair value $ 13.87 $ 5.97
Dividend yield 0.7% 1.4% 
Expected volatility 33.0% 33.0% 
Risk-free interest rate 4.3% 4.0% 
Expected life 7.5 years 7.5 years
Weighted-average grant exercise price $ 33.56 $ 16.11
Outstanding as of March 31, 2011 79,050 114,458

The following table describes activity for our Stock Option Plan:

Number of Options
Weighted-Average

Exercise Price

Weighted-
Average

Remaining
Term (in years)

Aggregate
Intrinsic

Value (a) (in
millions)

Outstanding at December 31, 2010 238,758 $ 22.52
Granted 0 0
Exercised (45,250) $ 18.72
Forfeited 0 0

Outstanding at March 31, 2011 193,508 $ 23.41 2.30 $ 7.0

Vested as of March 31, 2011 193,508 $ 23.41 2.30 $ 7.0
Exercisable as of March 31, 2011 193,508 $ 23.41 2.30 $ 7.0

(a) We calculated the intrinsic value for the stock options based on the difference between the exercise price of the underlying awards and our
closing stock price as of the reporting date.

The Stock Compensation topic of the FASB Accounting Standards Codification requires the recognition of share-based compensation for the
number of awards that we ultimately expect to vest. As of March 31, 2011, we used an estimated forfeiture rate of 0%. We will reassess
estimated forfeitures in subsequent periods and may change this rate based on new facts and circumstances.

Cash received from option exercises for the three months ended March 31, 2011 and 2010 was approximately $0.8 million and $0.5 million,
respectively. The actual tax benefit realized for the tax deductions from options exercised of share-based payment arrangements was
approximately $0.5 million and $0.1 million, respectively, for the three months ended March 31, 2011 and 2010. The total intrinsic value of
options exercised during the three months ended March 31, 2011 and 2010 was approximately $1.8 million and $0.7 million, respectively.
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We have a policy of issuing new stock for the exercise of stock options.
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Condensed Notes to Consolidated Financial Statements

The amount of total compensation cost, by plan, for share-based compensation arrangements is as follows (in thousands):

Three months ended March 31,
2011 2010

Expense

Recognized
in

Income
Tax

Benefit

Expense

Recognized
in

Income
Tax

Benefit
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