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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

[ X ]JQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended June 30, 2011
OR

[ JTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to
Commission File Number: 0-11774

INVESTORS TITLE COMPANY
(Exact name of registrant as specified in its charter)

North Carolina 56-1110199
(State of incorporation) (I.R.S. Employer Identification No.)

121 North Columbia Street, Chapel Hill, North Carolina 27514
(Address of principal executive offices) (Zip Code)

(919) 968-2200
(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. 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 (Section
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 X 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. (Check one):



Edgar Filing: INVESTORS TITLE CO - Form 10-Q

Smaller reporting
company X
(do not check if a smaller reporting company)

Large accelerated filer ___ Accelerated filer ____ Non-accelerated filer

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes_  No X

As of July 19, 2011, there were 2,127,735 common shares of the registrant outstanding.
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Item 1. Financial Statements

Investors Title Company and Subsidiaries
Consolidated Balance Sheets
As of June 30, 2011 and December 31, 2010
(Unaudited)

June 30, 2011 December 31, 2010

Assets:
Investments in securities:
Fixed maturities, available-for-sale, at fair value
(amortized cost:

2011: $79,192,609; 2010: $81,784,262) 84,442,518 86,033,557
Equity securities, available-for-sale, at fair
value (cost: 2011: $10,214,982; 2010: $9,458,773) 15,268,038 13,872,370
Short-term investments 22,212,440 27,203,550
Other investments 2,995,116 2,888,958
Total investments 124,918,112 129,998,435

Cash and cash equivalents 12,652,920 8,117,031

Premiums and fees receivable, less allowance for
doubtful accounts of

$1,302,000 and $1,421,000 for 2011 and 2010,
respectively 5,490,826 7,253,786

Accrued interest and dividends 1,114,632 1,150,602

Prepaid expenses and other assets 4,910,571 2,816,661

Property, net 3,574,593 3,672,317

Current income taxes recoverable 730,356 -

Deferred income taxes, net - 476,534
Total Assets 153,392,010 153,485,366
Liabilities and Stockholders' Equity
Liabilities:

Reserves for claims 37,605,000 38,198,700

Accounts payable and accrued liabilities 12,414,679 10,301,495

Current income taxes payable - 1,056,356

Deferred income taxes, net 994,169 -

Total liabilities 51,013,848 49,556,551

Commitments and Contingencies

Stockholders' Equity:
Class A Junior Participating preferred stock
(shares authorized 100,000; no shares issued)
Common stock - no par value (shares authorized
10,000,000;
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2,127,735 and 2,282,596 shares issued and
outstanding as of June 30, 2011 and
December 31, 2010, respectively, excluding
291,676 shares for 2011 and 2010
of common stock held by the Company's
subsidiary)
Retained earnings
Accumulated other comprehensive income
Total stockholders' equity

Total Liabilities and Stockholders' Equity

See notes to Consolidated Financial Statements.

1
95,599,613
6,778,548
102,378,162

153,392,010

1
98,240,109
5,688,705
103,928,815

153,485,366
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Investors Title Company and Subsidiaries
Consolidated Statements of Income
For the Three and Six Months Ended June 30, 2011 and 2010

Revenues:

Net premiums written

Investment income - interest and dividends
Net realized gain on investments

Other

Total Revenues

Operating Expenses:

Commissions to agents

Provision for claims

Salaries, employee benefits and payroll taxes
Office occupancy and operations

Business development

Filing fees, franchise and local taxes

Premium and retaliatory taxes

Professional and contract labor fees

Other

Total Operating Expenses

Income Before Income Taxes

Provision For Income Taxes

Net Income

Basic Earnings Per Common Share

Weighted Average Shares Outstanding - Basic
Diluted Earnings Per Common Share
Weighted Average Shares Outstanding - Diluted
Cash Dividends Paid Per Common Share

See notes to Consolidated Financial Statements.

(Unaudited)

Six Months Ended
June 30

2011

2010

$13,638,950 $39,316,610 $25,425,252

Three Months Ended
June 30
2011 2010
$21,451,022
878,818 915,852
147,075 325,780
1,242,298 1,338,184
23,719,213 16,218,766
13,293,828 6,476,376
1,229,961 112,415
4,639,675 4,345,961
952,460 978,822
372,239 352,365
118,146 147,277
502,984 281,784
411,557 338,794
159,558 182,412
21,680,408 13,216,206
2,038,805 3,002,560
444,000 465,000
$1,594,805 $2,537,560
$0.75 $1.11
2,134,164 2,285,653
$0.74 $1.11
2,155,116 2,293,199
$0.07 $0.07

1,778,190
120,915
2,525,518

43,741,233

24,173,414

1,951,587
9,331,671
1,916,387
759,786
332,259
908,457
720,081
262,579

40,356,221

3,385,012
771,000
$2,614,012

$1.20
2,184,323

$1.19
2,201,398

$0.14

1,822,474
350,930
2,317,521
29,916,177

12,075,827
1,424,819
8,830,273
2,067,227
626,661
292,699
582,730
703,872
294,094
26,898,202

3,017,975
463,000
$2,554,975

$1.12
2,285,392

$1.11
2,293,232

$0.14
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Net income
Other comprehensive income,
before tax:

Amortization related to prior
year service cost

Amortization of unrecognized
loss

Unrealized gains (losses) on
investments arising during the
year

Reclassification adjustment for
sale of securities included in net
income

Reclassification adjustment for
write down of securities included
in net income
Other comprehensive income
(loss), before tax
Income tax expense related to
postretirement health benefits
Income tax expense (benefit)
related to unrealized gains
(losses) on investments arising
during the year
Income tax expense related to
reclassification adjustment for

sale of securities included in
net income
Income tax expense related to
reclassification adjustment for

write down of securities

included in net income
Net income tax expense
(benefit) on other comprehensive
income
Other comprehensive income
(loss)
Comprehensive income

Investors Title Company and Subsidiaries
Consolidated Statements of Comprehensive Income
For the Three and Six Months Ended June 30, 2011 and 2010

(Unaudited)

Three Months Ended

June 30
2011 2010

$ 1,594,805 $ 2,537,560
5,097 5,097
643 641
1,080,784 (271,741 )
(186,171 ) (340,125 )
39,096 14,347
939,449 (591,781 )
1,949 1,952
367,381 (84,312 )
(65,462 ) (119,324 )
15,369 5,530
319,237 (196,154 )
620,212 (395,627 )

$ 2,215,017 $ 2,141,933

Six Months Ended

2011
$ 2,614,012

10,194

1,286

1,760,987

(229,288

108,372
1,651,551

3,905

598,747

(79,219

38,275

561,708

1,089,843
$ 3,703,855

June 30

)

)

$

$

2010
2,554,975

10,194

1,284

111,747

(435,824 )

84,895
(227,704 )

3,899

45,938

(152,055 )

30,564

(71,654 )

(156,050 )
2,398,925
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See notes to Consolidated
Financial Statements.
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Investors Title Company and Subsidiaries
Consolidated Statements of Stockholders' Equity
For the Six Months Ended June 30, 2011 and 2010

(Unaudited)
Accumulated Total
Other
Common Stock Retained Comprehensive Stockholders'
Shares Amount Earnings Income Equity
Balance, January 1,
2010 2,285,289 $ 1 $ 92,528,818 $ 4,730,258 $ 97,259,077
Net income 2,554,975 2,554,975
Dividends ($.14
per share) (319,944 ) (319,944 )
Stock options
exercised 3,995 49,022 49,022
Share based
compensation
expense 110,188 110,188
Repurchase of
shares 4,375 ) (145,622 ) (145,622 )
Amortization related to postretirement health benefits 7,579 7,579
Net unrealized loss on investments, net
of tax (163,629 ) (163,629 )
Balance, June 30,
2010 2,284,909 $ 1 $ 94,777,437 $ 4,574,208 $ 99,351,646
Balance, January 1,
2011 2,282,596 $ 1 $ 98,240,109 $ 5,688,705 $ 103,928,815
Net income 2,614,012 2,614,012
Dividends ($.14
per share) (302,221 ) (302,221 )
Stock options
exercised 7,550 152,526 152,526
Share-based
compensation
expense 106,053 106,053
Repurchase of
shares (162,411 ) (5,210,866 ) (5,210,866 )
Amortization related to postretirement health benefits 7,575 7,575
Net unrealized gain on investments,
net of tax 1,082,268 1,082,268
Balance, June 30,
2011 2,127,735 $ 1 $ 95,599,613 $ 6,778,548 $ 102,378,162

10
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See notes to Consolidated Financial
Statements.

11
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Investors Title Company and Subsidiaries
Consolidated Statements of Cash Flows
For the Six Months Ended June 30, 2011 and 2010

(Unaudited)

Operating Activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Amortization, net
Amortization related to postretirement benefits obligation
Share-based compensation expense related to stock options
Decrease in allowance for doubtful accounts on premiums receivable
Net gain on disposals of property
Net realized gain on investments and other assets
Net earnings from other investments
Provision for claims
Provision for deferred income taxes
Changes in assets and liabilities:
Decrease (increase) in receivables
Increase in other assets
Increase in current income taxes receivable
Increase (decrease) in accounts payable and accrued liabilities
Decrease in current income taxes payable
Payments of claims, net of recoveries
Net cash provided by (used in) operating activities

Investing Activities:
Purchases of available-for-sale securities
Purchases of short-term securities
Purchases of other investments
Proceeds from sales and maturities of available-for-sale securities
Proceeds from maturities of held-to-maturity securities
Proceeds from sales and maturities of short-term securities
Proceeds from sales and distributions of other investments
Purchases of property
Proceeds from the sale of property

Net cash provided by (used in) investing activities

Financing Activities:
Repurchases of common stock
Exercise of options
Dividends paid
Net cash used in financing activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Period

2011

$2,614,012

255,290
165,255
11,480
106,053
(119,000

(120,915
(159,071
1,951,587
909,000

1,881,960
(2,096,473
(730,356
2,113,184
(1,056,356
(2,545,287
3,180,363

(3,553,734
(2,776,535
(225,315
5,412,268

7,767,645
249,324
(157,566

6,716,087

(5,210,866
152,526
(302,221
(5,360,561

4,535,889
8,117,031

)

2010

$2,554,975

272,125
167,243
11,478
110,188
(247,000
(480
(350,930
(183,889
1,424,819
1,343,000

(441
(307,559
(949,449
(513,397
(670,290
(3,162,819
(502,426

(9,874,722
(9,724,271
(51,143
9,868,039
2,000
7,019,021
269,239
(75,936
1,200
(2,566,573

(145,622
49,022

(319,944
(416,544

(3,485,543
8,733,221

— N N ' N

12
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Cash and Cash Equivalents, End of Period

Supplemental Disclosures:
Cash Paid During the Period for:
Income taxes, payments, net

Non cash net unrealized (gain) loss on investments, net of deferred tax
(provision) benefit of ($557,803) and $75,554 for 2011 and 2010,

respectively

See notes to Consolidated Financial Statements.

$12,652,920  $5,247,678

$1,649,000 $741,000

$(1,082,268 ) $163,629

13
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INVESTORS TITLE COMPANY

AND SUBSIDIARIES

Notes to Consolidated Financial Statements
June 30, 2011

(Unaudited)

Note 1 - Basis of Presentation and Significant Accounting Policies

Reference should be made to the "Notes to Consolidated Financial Statements" of Investors Title Company’s (“the
Company”’) Annual Report on Form 10-K for the year ended December 31, 2010 for a complete description of the
Company’s significant accounting policies.

Principles of Consolidation — The accompanying unaudited consolidated financial statements include the accounts and
operations of Investors Title Company and its subsidiaries (Investors Title Insurance Company, National Investors
Title Insurance Company, Investors Title Exchange Corporation, Investors Title Accommodation Corporation,
Investors Title Management Services, Inc., Investors Title Commercial Agency, LLC, Investors Capital Management
Company, and Investors Trust Company), and have been prepared in accordance with generally accepted accounting
principles for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation

S-X. Accordingly, certain information and footnote disclosures normally included in annual financial statements have
been condensed or omitted. All intercompany balances and transactions have been eliminated in consolidation.

In the opinion of management, all adjustments considered necessary for a fair presentation of the financial position,
results of operations and cash flows in the accompanying unaudited consolidated financial statements have been
included. All such adjustments are of a normal recurring nature. Operating results for the quarter ended June 30,
2011 are not necessarily indicative of the results that may be expected for the year ending December 31, 2011.

Use of Estimates and Assumptions — The preparation of the Company’s consolidated financial statements in conformity
with accounting principles generally accepted in the United States of America (“GAAP”) requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates and assumptions used.

Subsequent Events - The Company has evaluated and concluded that there were no material subsequent events
requiring adjustment to or disclosure in its consolidated financial statements.

Recently Issued Accounting Standards — In June 2011, the Financial Accounting Standards Board (“the FASB”’) updated
requirements relating to the presentation of comprehensive income. The objectives of this accounting update are to
facilitate convergence of GAAP and International Financial Reporting Standards (“IFRS”), to improve the
comparability, consistency, and transparency of financial reporting and to increase the prominence of items reported

in other comprehensive income. The main provisions of the guidance require that all nonowner changes in
stockholders’ equity be presented either in a single continuous statement of comprehensive income or in two separate
but consecutive statements. For public entities, this update becomes effective for fiscal years, and interim periods
within those years, beginning after December 15, 2011. Early adoption is permitted, and the Company elected to

adopt this new guidance in the second quarter of 2011. This update did not have an impact on the Company’s financial
condition or results of operations.

14
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In January 2010, the FASB updated the requirements for fair value measurements and disclosures to provide for
additional disclosure related to transfers in and out of securities valuation hierarchy Levels 1 and 2, and to require
companies to present Level 3 securities purchases, sales, issuances and settlement on a gross rather than net basis.
Refer to Note 6 for a discussion of valuation hierarchy levels. The new disclosures are clarifications of existing
disclosures and are effective for interim and annual reporting periods beginning after December 15, 2009, except that
the disclosures requiring the presentation of Level 3 securities trading activity on a gross basis are effective for fiscal
years beginning after December 15, 2010. This update did not have an impact on the Company’s financial condition or
results of operations.

Pending Accounting Standards — In May 2011, the FASB updated requirements for measuring and disclosing fair value
information, resulting in common principles and requirements in accordance with GAAP and IFRS. For public
entities, this guidance becomes effective during interim and annual periods beginning after December 15, 2011. Early
application by public entities is not permitted. Management does not expect the adoption of this standard to have a
material impact on the Company’s consolidated financial statements.

Note 2 - Reserves for Claims

Transactions in the reserves for claims for the six months ended June 30, 2011 and the year ended December 31, 2010
are summarized as follows:

June 30, 2011 December 31, 2010
Balance, beginning of period $ 38,198,700 $ 39,490,000
Provision, charged to operations 1,951,587 4,435,066
Payments of claims, net of recoveries (2,545,287 ) (5,726,366 )
Ending balance $ 37,605,000 $ 38,198,700

The total reserve for all reported and unreported losses the Company incurred through June 30, 2011 is represented by
the reserves for claims. The Company's reserves for unpaid losses and loss adjustment expenses are established using
estimated amounts required to settle claims for which notice has been received (reported) and the amount estimated to
be required to satisfy incurred claims of policyholders which may be reported in the future. Despite the variability of
such estimates, management believes that the reserves are adequate to cover claim losses which might result from
pending and future claims under policies issued through June 30, 2011. The Company continually reviews and adjusts
its reserve estimates to reflect its loss experience and any new information that becomes available. Adjustments
resulting from such reviews may be significant.

15
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A summary of the Company’s loss reserves, broken down into its components of known title claims and incurred but
not reported claims (“IBNR”), follows:

December

June 30, 2011 % 31,2010 %
Known title claims $5,833,158

16



