
   

 
 

® 
UNITED FIRE & CASUALTY COMPANY 

118 Second Avenue SE 
Cedar Rapids, Iowa 52401 

April 19, 2010 

Dear Fellow Stockholder: 

I am pleased to invite you to join us at United Fire & Casualty Company’s 2010 Annual Meeting of Stockholders. 
This year’s meeting will be held in the first floor conference room of our building located at 109 Second Street SE, 
in Cedar Rapids, Iowa. The meeting will take place on Wednesday, May 19, 2010 at 10:00 A.M.  

At this year’s meeting we will vote for the election of four directors for full terms and the ratification of Ernst & 
Young LLP as our independent registered public accounting firm for 2010. Management will also report on United 
Fire & Casualty Company’s business, and stockholders will have an opportunity to ask questions of management 
and Ernst & Young LLP. 

Attached you will find a notice of the meeting and a proxy statement that contains additional information about the 
meeting and explains the methods you can use to vote your proxy, including by telephone and via the Internet. 

Your vote is important. Whether or not you plan to attend the meeting, we encourage you to sign and return your 
proxy card in the enclosed postage-paid envelope or use telephone or Internet voting prior to the meeting. This 
ensures that your shares of common stock will be represented and voted at the meeting; even if you cannot attend. 

For the Board of Directors, 
 

 

Jack Evans 
Chairman of the Board 
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® 

UNITED FIRE & CASUALTY COMPANY 
118 Second Avenue SE 

Cedar Rapids, Iowa 52401 

NOTICE OF 2010 ANNUAL MEETING OF STOCKHOLDERS OF 
UNITED FIRE & CASUALTY COMPANY 

DATE AND TIME: Wednesday, May 19, 2010, at 10:00 A.M. 

PLACE: United Fire & Casualty Company 
First Floor Conference Room 
109 Second Street SE 
Cedar Rapids, Iowa 

ITEMS OF BUSINESS: At the meeting, we will ask stockholders to: 

1) Elect four directors to three-year terms expiring in 2013. 

2) Ratify the appointment of Ernst & Young LLP as our independent 
registered public accounting firm for 2010. 

3) Vote upon such other matters as may properly come before the 
meeting or at any adjournment or postponement thereof. 

WHO CAN VOTE: You can vote if you were a stockholder of record on March 22, 2010. 

2009 ANNUAL REPORT: If you requested electronic delivery, we have delivered our 2009 Annual 
Report to you electronically. If you did not request electronic delivery, a 
copy of our 2009 Annual Report is enclosed. 

 

 
 
Neal R. Scharmer 
Corporate Secretary 

Dated at Cedar Rapids, Iowa 
April 19, 2010 

 

WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, PLEASE 
COMPLETE, SIGN, DATE AND RETURN THE ACCOMPANYING PROXY CARD OR VOTE YOUR 

SHARES BY TELEPHONE OR VIA THE INTERNET. 

 



   

i 
 

Table of Contents 

 Page 
About the Annual Meeting 1 
Proposal 1 – Election of Directors 3 
 Director Nominees 4 
 Vote Required and Board Recommendation 5 
 Continuing Directors Not Up for Election 6 
 Director Relationships 9 
Proposal 2 – Ratification of the Appointment of Independent Registered Public Accounting Firm 9 
 Vote Required and Board Recommendation 9 
Information About Our Independent Registered Public Accounting Firm 10 
 Fees Billed to United Fire during 2009 and 2008 10 
  Audit Fees 10 
  Audit Related Fees 10 
  Tax Fees 10 
  All Other Fees 10 
 Audit Committee Pre-Approval 10 
Corporate Governance 10 
 Board of Directors, Leadership Structure and Committees of the Board 10 
 Risk Oversight by the Board of Directors 11 
 Director Independence Determination 12 
 Committee Membership 12 
 Audit Committee 13 
 Report of the Audit Committee 14 
 Compensation Committee 15 
  Interlocks and Insider Participation 15 
  Scope of Authority 15 
 Nominating and Governance Committee 15 
  Director Nomination Process 15 
  Transactions with Related Persons 16 
 Director Compensation 17 
  Non-Employee Director Compensation – 2009  19 
 Executive Officers 20 
Executive Compensation 20 
 Compensation Discussion and Analysis 20 
  Changes During 2009 21 
  Changes Beginning 2010 21 
  Compensation and Benefits Philosophy 21 
  Directors and Executive Officers as Stockholders 23 
  Elements of Compensation 24 
  The Annual Compensation Process 30 
 Report of the Compensation Committee  32 
  Summary Compensation Table – 2009 33 
  All Other Compensation Detail – 2009 34 
  Grants of Plan-Based Awards – 2009 35 
  Outstanding Equity Awards at Fiscal Year-End – 2009 36 
 Option Exercises and Stock Award Vesting 37 
 Pension Benefits 37 



   

ii 
 

Table of Contents – Cont.  
 Nonqualified Deferred Compensation  38 
 Potential Payments upon Termination or Change in Control  38 
Security Ownership of Certain Beneficial Owners 41 
Security Ownership of Management 42 
Recent Sales of Unregistered Securities 43 
Securities Authorized for Issuance Under Equity Compensation Plans 43 
Section 16(a) Beneficial Ownership Reporting Compliance 44 
Miscellaneous  45 
 Code of Ethics   45 
 Communicating with the Board of Directors 45 
  Concerns & Complaints 45 
  Stockholder Proposals and Director Nominations  45 
 Delivery of One Set of Annual Meeting Materials to Stockholders in a Single Household 45 
 Electronic Availability of Proxy Materials 46 
 Other Matters 46 

 



   

1 
 

 

® 
UNITED FIRE & CASUALTY COMPANY 

118 Second Avenue SE 
Cedar Rapids, Iowa 52401 

PROXY STATEMENT FOR THE 
ANNUAL MEETING OF STOCKHOLDERS 

TO BE HELD ON MAY 19, 2010 

This solicitation of proxies is made by the Board of Directors of United Fire & Casualty Company (“United Fire,” 
“we,” “us,” or “our,” as the context requires). Proxies will be used at the Annual Meeting of Stockholders of United 
Fire & Casualty Company (the “Annual Meeting”), an Iowa corporation, to be held on May 19, 2010 at 10:00 A.M., 
and at any adjournment or postponement thereof. This year’s meeting will be held in the first floor conference room 
of our building located at 109 Second Street SE, in Cedar Rapids, Iowa. With respect to shares of our common stock 
held in the United Fire Group Employee Stock Ownership Plan (the “ESOP”) and the United Fire Group 401(k) 
Plan (the “401(k) Plan”), the Board of Directors is soliciting participants on behalf of the Trustees of those plans to 
direct the Trustees how to vote the shares held in those plans. 

The notice of meeting, proxy statement, and form of proxy is first being mailed to stockholders and participants in 
the ESOP and 401(k) Plan on or about April 19, 2010. 

We will solicit proxies principally by mail, but our directors and employees may also solicit proxies by telephone, 
facsimile, or e-mail. Our directors and employees may also conduct personal solicitations. 

ABOUT THE ANNUAL MEETING 

What is the purpose of the Annual Meeting? 

At the Annual Meeting, stockholders will act upon the matters listed in the attached Notice of 2010 Annual Meeting 
of Stockholders, including the election of directors and the ratification of the selection of Ernst & Young LLP as our 
independent registered public accounting firm. Our management will report on our performance during fiscal year 
2009. Representatives of Ernst & Young LLP will be present at the meeting, will have the opportunity to make a 
statement if they desire to do so, and will be available to respond to appropriate stockholder questions. 

Who may attend the Annual Meeting? 

All stockholders of record as of March 22, 2010 or their duly appointed proxies may attend the Annual Meeting. 
Although we encourage you to complete and return the enclosed proxy card by mail, or to vote by telephone or via 
the Internet to ensure your vote is counted, you may attend the Annual Meeting and vote your shares in person. 

Who is entitled to vote at the Annual Meeting? 

Stockholders of Record 

If your shares are registered in your name with Computershare Investor Services, LLC, our dividend agent, transfer 
agent and registrar, you are considered a stockholder of record. Stockholders of record at the close of business on 
March 22, 2010 are entitled to receive notice of and to vote at the Annual Meeting or at any postponements or 
adjournments thereof. At the close of business on March 22, 2010 there were 26,366,814 shares of our common 
stock outstanding and entitled to vote at the Annual Meeting. Each share of common stock entitles its record holder 
to one vote.  
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Brokerage and Other Account Holders 

If your shares are held in a brokerage account or by a bank or other nominee, you are considered to be the beneficial 
owner of shares held in street name. These proxy materials are being forwarded to you by your broker or nominee, 
who is considered to be the holder of record with respect to your shares. As the beneficial owner, you have the right 
to direct your broker or nominee how to vote your beneficial shares by filling out the voting instruction form 
provided to you. Telephone and Internet voting options may also be available to beneficial owners. As a beneficial 
owner, you are invited to attend the Annual Meeting, but you must obtain a legal proxy from the record holder of 
your shares in order to vote in person at the Annual Meeting. 

ESOP and 401(k) Plan Participants 

If you are a participant in either our ESOP or our 401(k) Plan, we have shown on your proxy card the number of 
shares of common stock held for your benefit in the ESOP or the 401(k) Plan, plus your other holdings. If you hold 
stock through either of these plans, voting your proxy also serves as confidential voting instructions to the Trustees 
of the ESOP (Timothy G. Spain and Michael T. Wilkins) and/or to the Trustee of the 401(k) Plan (Charles Schwab 
& Co.). Those Trustees will vote your shares in accordance with the specific voting instructions that you indicate on 
your proxy card. If you provide no specific voting instructions, the Trustees of the ESOP will not vote your shares, 
and the Trustee of the 401(k) Plan will vote your shares in proportion to the voting instructions it receives from 
those plan participants who do submit voting instructions. 

What constitutes a quorum for the Annual Meeting? 

The presence at the Annual Meeting of a majority of the outstanding shares of our common stock represented either 
in person or by proxy will constitute a quorum for the transaction of business at the meeting. Based on the number 
of shares outstanding on March 22, 2010, 13,183,408 shares of common stock, represented in person or by proxy, 
will constitute a quorum for conducting business at the Annual Meeting. Abstentions and broker non-votes will each 
be counted as present for purposes of determining the presence of a quorum at the Annual Meeting. 

How do I vote my shares? 

You may vote in the following ways: 

• In person:  We will distribute paper ballots to anyone who wishes to vote in person at the Annual Meeting. 
However, if you hold your shares in street name, you must request a proxy card from your broker in order 
to vote in person at the Annual Meeting. Holding shares in “street name” means that you hold them through 
a brokerage firm, bank, or other nominee in the records maintained by our transfer agent, Computershare 
Investor Services, LLC, instead of in your individual name. 

• By mail:  Complete and sign your proxy card and return it to us by mail in the enclosed business reply 
envelope. If you mark your voting instructions on the proxy card, your shares will be voted as you instruct. 
If an additional proposal comes up for a vote at the Annual Meeting that is not on the proxy card, your 
shares will be voted in the best judgment of the authorized proxies, Jack B. Evans and Neal R. Scharmer. 

 If you do not mark voting instructions on your proxy card, your shares will be voted FOR approval of the 
director nominees and FOR the ratification of the selection of Ernst & Young LLP as our independent 
registered public accounting firm for 2010. 

• By telephone:  Call the toll-free telephone number on your proxy card to vote by telephone. You must have 
a touch-tone telephone to use this voting method. You will need to follow the instructions on your proxy 
card and the voice prompts to vote your shares. 

• Via the Internet:  If you have Internet access available to you, you may go to the website listed on your 
proxy card to vote your shares via the Internet. You will need to follow the instructions on your proxy card 
and the website to vote your shares. 

Telephone and Internet voting options are available 24 hours a day, seven days a week. When prompted, you will 
need to enter the control number shown on your proxy card. You will then be able to vote your shares and confirm 
that your instructions have been properly recorded. If you vote by telephone or via the Internet, your electronic vote 
authorizes the proxies in the same manner as if you had signed, dated and returned your proxy card by mail. 
Telephone and Internet voting procedures, including the use of control numbers found on the proxy cards, are 
designed to authenticate stockholders’ identities, to allow stockholders to vote their shares of stock and to confirm 
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that their instructions have been properly recorded. If you vote by telephone or via the Internet, you do not need to 
return your proxy card. 

If you hold your shares in street name, you may vote by telephone or via the Internet only if your bank, broker or 
other nominee makes those methods available to you, in which case your broker or nominee will enclose specific 
instructions for using those options along with this proxy statement. 

If I hold my shares in a brokerage account and do not return voting instructions, will my shares be voted? 

If your shares are held in a brokerage account or by a bank or other nominee, your broker, bank or other nominee 
will ask you how you want your shares to be voted. If you provide voting instructions, your shares must be voted as 
you direct. If you do not furnish voting instructions, one of two things can happen, depending upon whether a 
proposal is “routine.” Under the rules that govern brokers who have record ownership of shares beneficially owned 
by their clients, brokers have discretion to cast votes on routine matters, such as the ratification of the choice of 
auditor, without receiving voting instructions from their clients. Brokers are not permitted, however, to cast votes on 
“non-routine” matters, such as the election of directors, approval of stock incentive plans or amendment of our 
articles of incorporation, without client voting instructions. A “broker non-vote” occurs when a broker holding 
shares for a beneficial owner does not vote on a particular proposal because the broker does not have discretionary 
voting power for that proposal and has not received voting instructions from the beneficial owner. 

Can I revoke my proxy or change my vote after I return my proxy? 

Yes. Even after you submit a proxy, you may revoke your proxy or change your vote at any time before it is 
exercised by: 

• Delivering written notice to our transfer agent, Computershare Investor Services, LLC at its proxy 
tabulation center at P. O. Box 43126, Providence, Rhode Island 02940-5138;  

• Delivering written notice to the Corporate Secretary of United Fire & Casualty Company at 118 Second 
Avenue SE, Cedar Rapids, Iowa 52401; 

• Executing and delivering a later-dated proxy; or 
• Appearing and voting in person at the Annual Meeting. Attendance at the Annual Meeting will not by itself 

revoke a previously granted proxy. 

Who pays for this proxy solicitation? 

United Fire will pay the total expense of this solicitation of proxies. The expenses may include reimbursement to 
brokerage firms and others of their cost for forwarding solicitation material to beneficial owners.  

PROPOSAL 1 – ELECTION OF DIRECTORS 

Our articles of incorporation require that our Board of Directors be divided into three classes, A, B, and C, with one 
class elected at each Annual Meeting. The Board of Directors must consist of no more than fifteen (15) and no less 
than nine (9) members, with the precise number fixed by the directors. The directors have fixed current membership 
of the Board of Directors at twelve (12) and the number of Class B directors to be elected at this year’s Annual 
Meeting at four (4), subject to such changes as the Board of Directors may make at the time of the Annual Meeting 
if any director nominations are made by minority stockholders, as described in the next paragraph. 

According to our articles of incorporation, minority stockholders who collectively hold and vote one-fifth of our 
outstanding common stock are entitled to nominate and elect 20 percent of our directors. Therefore, minority 
stockholders collectively holding one-fifth of our outstanding common stock are entitled to nominate and elect one 
(1) director if we have nine (9) directors; two (2) directors if we have a total of ten (10) through fourteen (14) 
directors (our current number is twelve (12)); and three (3) directors if we have fifteen (15) directors. The majority 
of our stockholders can always elect a majority of our directors. 

Upon the recommendation of the Nominating and Governance Committee, our Board of Directors has nominated 
the following individuals for re-election to our Board this year. 
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INFORMATION ABOUT OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

FEES BILLED TO UNITED FIRE DURING 2009 AND 2008 

Audit Fees 

The aggregate audit fees billed or expected to be billed by Ernst & Young LLP for the year ended December 31, 
2009 were $1,135,600.  

The aggregate audit fees billed by Ernst & Young LLP for the year ended December 31, 2008 were $1,071,300. 

Audit fees consist of fees billed for professional services rendered for the audit of United Fire’s Consolidated 
Financial Statements and internal control over financial reporting, review of the interim Consolidated Financial 
Statements included in quarterly reports, services that are normally provided by the independent registered public 
accounting firm in connection with statutory or regulatory filings or engagements, and services that generally only 
the independent registered public accounting firm can reasonably provide. 

Audit-Related Fees 

Ernst & Young LLP billed us for assurance and related services that are traditionally performed by the registered 
independent public accounting firm and are reasonably related to the performance of the audit or the review of our 
financial statements, but are not reported as “Audit Fees.” Those fees, which were $53,000 for the year ended 
December 31, 2008 and $49,500 for the year ended December 31, 2009, were for professional services rendered for 
the audit of United Fire’s employee benefit plans, including the United Fire Group 401(k) Plan and the United 
Pension Plan.  

Tax Fees 

There were no fees billed by Ernst & Young LLP for professional services rendered to us related to tax compliance, 
tax advice, or tax planning for the years ended December 31, 2009 or December 31, 2008. 

All Other Fees 

There were no fees billed by Ernst & Young LLP for any professional products and services rendered to us other 
than those described above for the years ended December 31, 2009 or December 31, 2008. 

AUDIT COMMITTEE PRE-APPROVAL 

The Audit Committee of our Board of Directors is governed by a charter that requires the Audit Committee to 
appoint, evaluate, and oversee our independent registered public accounting firm. As part of its responsibilities, the 
Audit Committee reviews and approves the provision of all audit and non-audit services for the purpose of assuring 
the independence of our independent auditors. The Audit Committee pre-approved all of the services provided and 
the fees charged by Ernst & Young LLP during 2009.  

CORPORATE GOVERNANCE 

BOARD OF DIRECTORS, LEADERSHIP STRUCTURE AND COMMITTEES OF THE BOARD 

Our Board of Directors is lead by an independent Chairman who is responsible for providing guidance to our Chief 
Executive Officer, setting the agenda for Board meetings and presiding at all stockholder and director meetings. We 
also have a Vice Chairman of our Board of Directors whose responsibility it is to preside in the Chairman’s absence. 
Neither our Chairman nor our Vice Chairman also serves as our Chief Executive Officer. Our Chief Executive 
Officer is responsible for setting our strategic direction and providing us with day-to-day leadership. We have 
separated the roles of Chairman and Chief Executive Officer since 2000. We feel that this is the most appropriate 
leadership structure for our Board of Directors and executive management because we recognize the difference 
between the two roles and the skill sets required to most effectively and efficiently perform these functions for our 
benefit. Our Board of Directors does not have a firm policy as to whether the positions of Chairman and Chief 
Executive Officer should be separate and intends to preserve the freedom to decide what is in the best interest of our 
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Company at any given point in time. Our Board of Directors strongly endorses the concept of an independent 
director being in a position of leadership for the rest of our independent directors. If at any time neither our 
Chairman nor our Vice Chairman is an independent director, the independent directors will elect an independent 
director to serve as lead director. 

During 2009, the Board of Directors had three standing committees: an Audit Committee, a Compensation 
Committee, and a Nominating and Governance Committee. At its regular meeting on November 20, 2009, the Board 
of Directors established three new standing committees: an Executive Committee, an Investment Committee, and a 
Risk Management Committee. Each committee is governed by a charter, which is reviewed and approved annually 
by the committee, our Nominating and Governance Committee and the full Board of Directors. Only independent 
directors may be members of the Audit Committee, Compensation Committee or Nominating and Governance 
Committee. All committee charters are available for review online at our public website, www.unitedfiregroup. 
com by selecting “Investor Relations” and then “Corporate Governance,” or in paper form upon request to our 
Corporate Secretary, United Fire Group, P.O. Box 73909, Cedar Rapids, Iowa 52407-3909.  

The Board of Directors met five (5) times during 2009. All of the directors attended 75 percent or more of the 
aggregate number of meetings of the Board of Directors and the committees of the Board on which they served, 
except Mr. Noyce who was not appointed until November, 2009. The Board of Directors’ policy requires directors 
to attend our Annual Meetings. All directors serving at the time of the 2009 Annual Meeting attended that meeting. 

RISK OVERSIGHT BY THE BOARD OF DIRECTORS 

We approach risk management carefully, using a combination of methods. We have an executive ERM committee 
made up of a broad range of management personnel, including senior management; its meetings are attended by two 
directors. We also have a committee of the Board of Directors, the Risk Management Committee, that meets 
independently and works closely with the executive ERM committee.  

Enterprise risk management (“ERM”) is a methodology that helps organizations assess and manage their overall 
exposure to risk. We employ a multi-disciplinary approach to risk identification and evaluation – from claims to 
underwriting to financial to investments. Our executive ERM committee includes our Chief Executive Officer, Chief 
Financial Officer, Executive Vice President, Vice President of Claims, Vice President of Corporate Underwriting, 
Chief Investment Officer and Vice President/Chief Operating Officer of our life insurance subsidiary (United Life 
Insurance Company), as well as United Life Insurance Company’s independent actuary. During 2009, this 
committee met on a quarterly basis with two members of our Board of Directors to oversee our risk management 
process and to implement risk management strategies.  

During its meetings, the executive ERM committee discusses the risks that our company faces, as well as the 
controls that are in place to mitigate those risks. Collectively, the committee has identified two broad categories of 
risk faced by our company – insurance risk and operational risk. Types of insurance risks generally include, but are 
not limited to, those risks associated with catastrophes, geographical concentrations of property insured, business 
mix, underwriting practices, loss reserving practices, policy pricing, and the actions of our competitors. Types of 
operational risks we face generally include, but are not limited to, those risks associated with business continuity 
planning, information technology, executive succession planning, regulatory and legal compliance, diversification 
and quality of investments, and the application of accounting policies and procedures. 

At the November 2009 meeting of our Board of Directors, the directors established a standing Risk Management 
Committee consisting of four directors. The members of the Risk Management Committee are Mr. Hultquist 
(Chair), Mr. Drahozal, Ms. Mahon, and Ms. Quass. The Risk Management Committee is governed by a charter that 
requires the Risk Management Committee to assist the Board of Directors in identifying and evaluating risks 
inherent in our business and to oversee and review the significant policies, procedures, and practices employed to 
manage such risks. Beginning in 2010, the Risk Management Committee will meet regularly as a committee, and it 
will continue to meet jointly on a regular basis with the executive ERM committee. 

ERM issues are also discussed during quarterly meetings of our full Board of Directors where directors are updated 
on ERM issues and the ongoing efforts of the executive ERM committee and our Risk Management Committee. The 
work of our executive ERM committee, in conjunction with the Board of Directors, has led to the development of 
new tools designed to aid in the evaluation and mitigation of underwriting risks. 
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DIRECTOR INDEPENDENCE DETERMINATION 

The Board of Directors’ policy requires a majority of the Board of Directors to be independent, as defined in the 
listing standards of NASDAQ. Currently, nine (9) of our twelve (12) directors are independent. The Board of 
Directors has analyzed the independence of each director and each director nominee and has determined that the 
following directors qualify as independent directors within the meaning of the applicable rules of NASDAQ, and 
that each is free of any relationship that would interfere with his or her individual exercise of independent judgment: 
Ms. Mahon, Ms. Quass, and Messrs. Drahozal, Evans, Hanley, Milligan, Noyce, Skogman, and Wilkinson. To our 
knowledge, there are no family relationships among the directors or executive officers. 

In determining director independence, the Board of Directors considers transactions, relationships, and arrangements 
between the directors and United Fire. During 2009, the Board of Directors considered the following transactions 
not required to be disclosed pursuant to Item 404(a) of Regulation S-K and determined that such transactions did not 
affect the independence of the directors: certain independent directors and parties related to directors were 
policyholders of United Fire, and it is anticipated that such individuals or parties will continue to be policyholders of 
United Fire; and an insurance agency relationship. All such transactions between United Fire and its independent 
directors or related parties were made in the ordinary course of business on substantially the same terms as those 
prevailing at the time for comparable transactions with other persons, and, in the opinion of management, did not 
involve more than the normal risk assumed by United Fire. 

COMMITTEE MEMBERSHIP 

The following table shows the committee assignments of our directors for 2009. Each director who served on a 
committee during 2009 was independent, as defined in the listing standards of NASDAQ. 

Director 
Audit 

Committee 
Compensation 

Committee 

Nominating and 
Governance 
Committee 

Jack B. Evans    
Thomas W. Hanley         (C)(FE)   
Casey D. Mahon    
George D. Milligan    
Mary K. Quass    
Kyle D. Skogman                (C) 
Frank S. Wilkinson              (C)  
   

(C) Committee Chairperson. 
(FE) Audit Committee financial expert. 
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The following table shows the new committee assignments of our directors for 2010. 

Director 
Audit 

Committee 
Compensation 

Committee 
Executive 

Committee 
Investment 
Committee 

Risk 
Management 
Committee 

Nominating and 
Governance 
Committee 

Jack B. Evans, Chairman (I)           (C)    
John A. Rife, Vice Chairman       
Christopher R. Drahozal (I)       
Thomas W. Hanley (I)         (C)(FE)      
Douglas M. Hultquist               (C)  
Casey D. Mahon (I)       
George D. Milligan (I)             (C)   
James W. Noyce (I)      (FE)      
Mary K. Quass (I)       
Randy A. Ramlo       
Kyle D. Skogman (I)                  (C) 
Frank S. Wilkinson Jr. (I)            (C)     
  

(C) Committee Chairperson. 
(FE) Audit Committee financial expert. 
(I) Independent Director 

AUDIT COMMITTEE 

We have a separately designated standing Audit Committee as defined in Section 3(a)(58)(A) of the Exchange Act. 
Thomas W. Hanley is the chair of our Audit Committee. The other members of the Audit Committee for 2009 were 
Jack B. Evans, George D. Milligan, Mary K. Quass, and Kyle D. Skogman. The members of the Audit Committee 
for 2010 are Mr. Hanley (Chair) and Messrs Evans, Milligan, Noyce and Skogman. All of the members of the Audit 
Committee are independent, under the rules of NASDAQ, applicable law, and the applicable rules and regulations of 
the Securities and Exchange Commission (“SEC”), including Section 10A(m)(3) of the Exchange Act, as amended. 
The written policy of the Board of Directors requires each member of the Audit Committee to be an independent 
director. The Board of Directors has determined that Mr. Hanley and Mr. Noyce are audit committee financial 
experts, as defined by Item 407(d)(5) of Regulation S-K of the Exchange Act, and that they are independent, as 
independence for audit committee members is defined in the listing standards of NASDAQ. The Audit Committee 
met six (6) times during 2009.  

The Audit Committee is governed by a charter and is directly responsible for the appointment, compensation and 
retention (or termination) of our independent registered public accounting firm. The Audit Committee is also 
responsible for the performance of our internal audit function. The Audit Committee seeks to maintain free and open 
communications between the directors, the independent registered public accounting firm, the internal auditors and 
management. Its duties consist of reviewing recommendations by the internal auditor and the independent registered 
public accounting firm on accounting matters and internal controls; advising the Board of Directors on the scope of 
audits; reviewing our annual Consolidated Financial Statements and the accounting standards and principles 
followed; appointing the independent registered public accounting firm; and, if necessary, conducting independent 
inquiries. The Audit Committee Charter requires the Audit Committee to meet at least four (4) times each year. 
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REPORT OF THE AUDIT COMMITTEE* 

March 2010 

The Audit Committee reviews United Fire & Casualty Company’s financial reporting process on behalf of the Board 
of Directors. Management has primary responsibility for the financial statements and the reporting process, 
including the system of internal controls. In accordance with standards established by the Public Company 
Accounting Oversight Board (United States), the independent registered public accounting firm is responsible for 
performing an audit of United Fire & Casualty Company’s Consolidated Financial Statements, assessing the 
effectiveness of United Fire & Casualty Company’s internal control over financial reporting and issuing reports 
thereon. The Audit Committee monitors these processes. The Audit Committee consists entirely of independent 
directors and operates pursuant to a charter adopted by it and by the Board of Directors. The Audit Committee met 
six (6) times during 2009. 

The Audit Committee has: 

• reviewed and discussed the audited Consolidated Financial Statements with management and the 
independent registered public accounting firm; 

• discussed with the independent registered public accounting firm the matters required to be discussed by 
AICPA Statement on Auditing Standards No. 61, as adopted by the Public Company Accounting Oversight 
Board in Rule 3200T, Securities and Exchange Commission Rules and other professional standards; 

• received from the independent registered public accounting firm the written disclosures required by Public 
Company Accounting Oversight Board Ethics and Independence Rule 3526 regarding the independent 
registered public accounting firm’s independence; and 

• discussed with the independent registered public accounting firm the independent registered public 
accounting firm’s independence. 

The Audit Committee has discussed with United Fire & Casualty Company’s internal auditor and the independent 
registered public accounting firm the overall scope and plans for their respective audits. The Audit Committee met 
with the internal auditor and the independent registered public accounting firm, with and without management 
present, to discuss the results of their examinations, the evaluations of United Fire & Casualty Company’s internal 
controls and the overall quality of United Fire & Casualty Company’s financial reporting. 

Based on the reviews and discussions referred to above, the Audit Committee recommended to the Board of 
Directors (and the Board of Directors has approved) that the audited Consolidated Financial Statements be included 
in United Fire & Casualty Company’s Annual Report on Form 10-K for the year ended December 31, 2009, for 
filing with the Securities and Exchange Commission. The Audit Committee appointed Ernst & Young LLP as 
United Fire & Casualty Company’s independent registered public accounting firm for the year ending December 31, 
2010 and recommended that the stockholders ratify the appointment. 

Audit Committee 
Thomas W. Hanley, Chair 

Jack B. Evans 
George D. Milligan 

James W. Noyce 
Kyle D. Skogman 

* This report is not "soliciting material" and is not deemed "filed" with the Securities and Exchange Commission 
(“SEC”). The incorporation by reference of this proxy statement into any document filed with the SEC by the 
Company shall not be deemed to include this report unless such report is specifically stated to be incorporated by 
reference into such document.  
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COMPENSATION COMMITTEE  

Interlocks and Insider Participation 

Frank S. Wilkinson Jr. is the chair of our Compensation Committee. The other members of the Compensation 
Committee for 2009 were Casey D. Mahon and George D. Milligan. The members of the Compensation Committee 
for 2010 are Mr. Wilkinson (Chair), Mr. Drahozal, Ms. Mahon, Mr. Milligan and Ms. Quass. The Board of Directors 
has determined that, in accordance with its policy, each member of our Compensation Committee is independent 
from management and free from any relationship that, in the opinion of the directors, would interfere with their 
exercise of independent judgment. No Compensation Committee member was an employee or former employee of 
our Company. No Compensation Committee member had any relationship requiring disclosure under the 
“Transactions with Related Persons” section of this proxy statement. During 2009, none of our executive officers 
served on the Compensation Committee (or its equivalent) or Board of Directors of another entity whose executive 
officer(s) served on our Compensation Committee. The Compensation Committee met four (4) times during 2009. 

Scope of Authority 

The Compensation Committee is governed by a charter. The role of the Compensation Committee is to address the 
Board of Director’s responsibilities relating to compensation of our senior executive officers and directors. The 
Compensation Committee oversees all aspects of the compensation of our executive officers and directors, including 
our director and management stock plans, deferred compensation plan, and other management incentive 
compensation programs. In overseeing those plans, the Compensation Committee may delegate authority to 
Company officers for day-to-day plan administration and interpretation, including selecting participants, 
determining award levels within plan parameters, and approving award documents. However, the Compensation 
Committee may not delegate any authority for matters affecting the executive officers. The Compensation 
Committee’s primary processes with respect to compensation of our senior executive officers can be found in the 
“Compensation Discussion and Analysis” section starting on page 20 of this proxy statement. 

NOMINATING AND GOVERNANCE COMMITTEE 

Kyle D. Skogman is the chair of our Nominating and Governance Committee. The other members of the 
Nominating and Governance Committee for 2009 were Jack B. Evans and Frank S. Wilkinson Jr. The members of 
the Nominating and Governance Committee for 2010 are Mr. Skogman (Chair) and Messrs. Evans, Milligan and 
Wilkinson. All of the members of the Nominating and Governance Committee are independent from management 
and free from any relationship that, in the opinion of the directors, would interfere with their exercise of independent 
judgment. The Nominating and Governance Committee is responsible for reviewing director candidates, including 
those currently serving as director and first-time nominees, and making a recommendation to the entire board about 
their qualifications to serve as director. The Nominating and Governance Committee is also responsible for making 
assessments of director independence, identifying and reviewing related persons transactions, and other matters, 
including director education and succession planning. The Nominating and Governance Committee met four (4) 
times during 2009. 

Director Nomination Process 

The Nominating and Governance Committee has adopted a written policy with regard to the consideration of 
director candidates, including candidates recommended by stockholders. The Nominating and Governance 
Committee evaluates candidates recommended by stockholders in the same manner as it evaluates other candidates. 
The Nominating and Governance Committee seeks candidates with the following minimum qualifications: 

• Each candidate shall be prepared to represent the best interests of all of our stockholders and not just one 
particular constituency. 

• Each candidate shall be an individual who has demonstrated integrity and ethics in his or her personal, 
business, and professional life and has an established record of business and professional accomplishment 
in his or her chosen field. 
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• No candidate, candidate’s family member (as defined in the rules of NASDAQ) or affiliate or associate of a 
candidate (as defined in Rule 405 of the Securities Act of 1933) shall have any material personal, financial, 
or professional interest in any present or potential competitor of ours.  

• Each candidate shall participate fully in Board of Directors activities, including active membership on at 
least one Board committee and attendance at, and active participation in, meetings of the Board and the 
committee(s) of which he or she is a member, and not have other personal, business, or professional 
commitments that would interfere with or limit his or her ability to do so.  

• Each candidate shall be willing to make, and financially capable of making, the required investment in our 
common stock as required by Board of Directors policy.  

The Nominating and Governance Committee considers it desirable for candidates to possess the following qualities 
or skills:  

• Each candidate should contribute to the Board of Director’s overall diversity, diversity being broadly 
construed to mean a variety of opinions, perspectives, personal experience, business experience, 
professional experience, and backgrounds (such as gender, race, and ethnicity), as well as other 
differentiating characteristics. 

• Each Candidate should contribute positively to the existing chemistry and collaborative culture among the 
directors.  

• Each Candidate should possess professional, business, and personal experience and expertise relevant to the 
Company’s business. In this regard the Nominating and Governance Committee will consider financial, 
management, and business background; personal and educational background and experience; community 
leadership; independence; and other qualifications, attributes and potential contributions. 

The Nominating and Governance Committee selects candidates to be recommended to the Board of Directors each 
year based on its assessment of, among other things: 

• The candidates’ personal qualifications as discussed above. 

• The past and future contributions of our current directors, and the value of continuity and prior experience 
on our Board of Directors. 

• The existence of one or more vacancies on our Board of Directors. 

• The need for a director possessing particular attributes or particular experience or expertise. 

• Other factors that it considers relevant, including any specific qualifications the Nominating and 
Governance Committee adopts from time to time. 

Any stockholder may recommend a person to be considered as a Candidate or nominate one or more persons for 
election as a director of our Company. Our Board of Directors encourages stockholders who wish to recommend 
candidates to the Nominating and Governance Committee to send their recommendations in writing addressed to the 
Nominating and Governance Committee, United Fire & Casualty Company, Attention: Corporate Secretary, P.O. 
Box 73909, Cedar Rapids, Iowa 52407-3909 using the procedures outlined in the “Communicating with the Board 
of Directors” section on page 45 of this proxy statement. 

Transactions with Related Persons 

The Nominating and Governance Committee follows a written policy relating to transactions involving United Fire 
and related persons. The policy sets forth our position and procedures with respect to review and approval or 
ratification of related party transactions. Under the policy, “related parties” are defined to include our executive 
officers and directors and their immediate family members, a stockholder owning in excess of five percent of our 
common stock, and entities in which any of the foregoing is employed or has a ten percent or greater beneficial 
ownership interest. A “related party transaction” is defined to include any transaction, arrangement or relationship in 
which we were, are or will be a participant and the amount involved exceeds $60,000 ($120,000 effective 2010), and 
in which any related party had, has or will have a direct or indirect material interest. The policy requires the 



   

17 
 

Nominating and Governance Committee (or the Board of Directors upon referral by the Committee) to disapprove, 
approve or ratify any related party transactions. Related party transactions are approved or ratified only if they are 
determined to be in, or not inconsistent with, United Fire’s best interests. 

Pursuant to the policy, the Nominating and Governance Committee gathers information from management and 
directors to determine what transactions it must review, coordinates with management to monitor for potential 
related person transactions, and reviews all transactions that could be considered to be a transaction with a related 
person. The Nominating and Governance Committee does not review transactions in the normal course of business 
unless the transaction involves an amount in excess of $60,000 ($120,000 effective 2010). The Nominating and 
Governance Committee reviews all transactions that are not in the ordinary course of business that would be 
required to be reported under SEC Form 10-K, Item 13 if the amount involved exceeded $120,000. If the 
Nominating and Governance Committee determines there is a transaction or proposed transaction with a related 
person that must be reported under SEC Form 10-K, Item 13, it disapproves, approves or ratifies the transaction or 
proposed transaction and reports to the Board of Directors. There were no such transactions since the beginning of 
our last fiscal year and there are no such currently proposed transactions, except as set forth below. 

Cedar Rapids Bank & Trust (“CRBT”) is a subsidiary of QCR Holdings, Inc. (“QCRH”). Mr. Douglas M. Hultquist, 
one of our directors, serves as the President and Chief Executive Officer and a director of QCR. During 2009, CRBT 
provided us the following services for the indicated fees: (a) management of our daily cash ($248,795); (b) 
management of a portion of the assets of our pension plan ($4,776); and (c) providing a $50,000,000 line of credit 
($125,000). All of these services were provided by CRBT in the ordinary course of business on substantially the 
same terms and conditions as those prevailing at the time for comparable transactions with other customers. We 
expect this relationship to continue and that CRBT will continue to provide services to us. 

During 2009, certain directors and parties related to directors were customers of United Fire, and it is anticipated 
that such individuals or parties will continue to be customers of United Fire. All transactions between United Fire 
and its directors or related parties were made in the ordinary course of business on substantially the same terms as 
those prevailing at the time for comparable transactions with other persons. 

DIRECTOR COMPENSATION 

Qualified directors must be individuals who have the required background, experience and functional expertise to 
provide us with strategic direction and oversight. We have designed the compensation of our directors to attract and 
retain qualified directors and to align director compensation with the interests of our stockholders. The 
Compensation Committee is responsible for making recommendations to the Board of Directors regarding 
compensation plans and the elements of director compensation. During 2009 the Compensation Committee engaged 
Compensation Resources, Inc. (“CRI”), an independent outside compensation consultant, to provide information and 
advice regarding director and executive officer compensation.  

During 2009, all non-employee directors received a base director’s retainer for service on the Board of Directors for 
that year. The Vice Chairman of the Board of Directors and the chairs of the respective standing board committees 
each received an additional retainer for their service. In addition, non-employee directors receive attendance fees for 
their attendance at board and committee meetings. We also reimburse direct expenses, such as travel expenses, 
incurred by non-employee directors to attend board and committee meetings. During 2009, based upon the 
recommendation of the Compensation Committee, the Board of Directors did not issue any options for our non-
employee directors to acquire our common stock under our Nonqualified Director Stock Option and Restricted 
Stock Plan. 
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The following table shows the fee structure and retainers paid to our non-employee directors during 2009. 

Base Annual Retainer – All Directors $ 20,000 
Additional Annual Retainer – Vice Chairman  $ 20,000 
Additional Annual Retainer – Committee Chairs $ 10,000  
Board Meeting Attendance – Regular $ 2,000 / each meeting 
Board Meeting Attendance – Unscheduled Major Meeting (1) $ 1,000 / each meeting 
Board Meeting Attendance – Unscheduled Meeting $500 / each meeting 
Committee Meeting Attendance – Audit Committee  $1,000 / each meeting 
Committee Meeting Attendance – All Other Committees $500 / each meeting 
Reimbursement for travel and other expenses related to board service. As incurred 
   

(1) As designated by the Chief Executive Officer and the Chair of the Compensation Committee. 

At the November 2009 regular meeting of the Board of Directors, a new fee and retainer structure was put into place 
for all non-employee directors. Certain directors were paid pro-rated retainer fees based on their newly designated 
responsibilities.  

The following table shows the revised fee structure and retainers established for our non-employee directors starting 
in November 2009. 

Base Annual Retainer – All Directors $ 20,000 
Additional Annual Retainer – Chairman $ 50,000 
Additional Annual Retainer – Vice Chairman  $ 20,000 
Additional Annual Retainer – Audit Committee, Compensation Committee, 

Nominating and Governance Committee, and Investment Committee Chairs 
$ 10,000  

Additional Annual Retainer – Risk Management Committee Chair $ 5,000 
Board Meeting Attendance – Regular $ 2,000 / each meeting 
Board Meeting Attendance – Unscheduled Major Meeting (1) $ 1,000 / each meeting 
Board Meeting Attendance – Unscheduled Meeting $500 / each meeting 
Committee Meeting Attendance – Audit Committee  $1,000 / each meeting 
Committee Meeting Attendance – All Other Committees $500 / each meeting 
Reimbursement for travel and other expenses related to board service. As incurred 
   

(1) As designated by the Chief Executive Officer and the Chair of the Compensation Committee. 
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The following table shows individual non-employee director compensation during 2009. 

Non-Employee Director Compensation – 2009 

Name
Christopher R. Drahozal $ 31,000 $ -             (3)    $ -               $ 31,000
Jack B. Evans 70,800 (4) -                 (5) 64             70,864
Thomas W. Hanley 43,500 -             (6)    -               43,500
Douglas M. Hultquist 33,500 -             (7)    -               33,500
James A. Leach 24,000 -             (8)    719           24,719
Casey D. Mahon 30,500 -             (9)    1,652        32,152
George D. Milligan 40,500 -             (10) 495           40,995
James W. Noyce 10,000 -             (11) -               10,000
Mary K. Quass 33,500 -             (12) -               33,500
John A. Rife 36,700 (13) -             (14) 142,168    (15) 178,868
Kyle D. Skogman 45,500 -             (16) -               45,500
Frank S. Wilkinson Jr. 41,500 -             (17) 5,117        46,617

Fees Earned or
Paid in Cash

($)

Total
Compensation

($)

All Other 
Compensation

($) (2)
Option Award

($) (1)

 
  

(1) No options were awarded to the directors during 2009. 
(2) Except for Mr. Rife, amounts shown in this column represent reimbursement for travel and other incidental expenses for attendance at 

Board of Director and committee meetings. 
(3) Aggregate options outstanding at 12/31/2009 – 12,333. 
(4) Mr. Evans’ fees include $300 of compensation earned as a director of our subsidiary companies – United Fire & Indemnity Company, 

Texas General Indemnity Company and American Indemnity Financial Corporation. 
(5) Aggregate options outstanding at 12/31/2009 – 9,133. 
(6) Aggregate options outstanding at 12/31/2009 – 12,333. 
(7) Aggregate options outstanding at 12/31/2009 – 5,000. 
(8) Aggregate options outstanding at 12/31/2009 – 5,000. 
(9) Aggregate options outstanding at 12/31/2009 – 12,933. 
(10) Aggregate options outstanding at 12/31/2009 – 14,133. 
(11) Aggregate options outstanding at 12/31/2009 – 0. 
(12) Aggregate options outstanding at 12/31/2009 – 14,333. 
(13) Mr. Rife’s fees include $200 of compensation earned as a director of our subsidiary companies – Addison Insurance Company, United 

Fire & Indemnity Company, Texas General Indemnity Company and American Indemnity Financial Corporation. 
(14) Aggregate options outstanding at 12/31/2009 – 77,500. 
(15) Mr. Rife retired as President and Chief Executive Officer of our life insurance subsidiary, United Life Insurance Company, effective May 

31, 2009. The amount in this column reflects $50,000 in salary earned by Mr. Rife as President and Chief Executive Officer of United 
Life Insurance Company, during the year; $70,000 earned under a consulting agreement between Mr. Rife and United Fire; a $19,566 
change in value of his benefits under the United Pension Plan and deferred compensation earnings during the year; and $2,602 in 
perquisites. 

(16) Aggregate options outstanding at 12/31/2009 – 11,933. 
(17) Aggregate options outstanding at 12/31/2009 – 13,333. 
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EXECUTIVE OFFICERS 

Listed below are the names, ages (as of December 31, 2009) and positions held by each of our executive officers. 

Name  Age Position  
Randy A. Ramlo 48 President and Chief Executive Officer 
Michael T. Wilkins 46 Executive Vice President, Corporate Administration 
Dianne M. Lyons 46 Vice President and Chief Financial Officer 
David E. Conner 51 Vice President and Chief Claims Officer 
Barrie W. Ernst 55 Vice President and Chief Investment Officer 
Kent J. Hutchins 51 Vice President and Chief Operating Officer, United Life Insurance Company 
Neal R. Scharmer 53 Vice President, General Counsel and Corporate Secretary 

The business experience of Randy A. Ramlo is set forth on page 7 under the caption “Continuing Directors Not Up 
for Election.” 

Michael T. Wilkins became our Executive Vice President, Corporate Administration, in May 2007. He was our 
Senior Vice President, Corporate Administration, from May 2004 until May 2007, our Vice President, Corporate 
Administration, from August 2002 until May 2004 and the resident Vice President in our Lincoln regional office 
from 1998 until 2002. Prior to 1998, Mr. Wilkins held various other positions within our Company since joining us 
in 1985. 

Dianne M. Lyons was appointed Chief Financial Officer in May 2006. She was appointed Vice President in May 
2003 and served as our Controller from 1999 until May 2006. Ms. Lyons has been employed by us in the accounting 
department since 1983. 

David E. Conner was appointed our Vice President and Chief Claims Officer, effective January 1, 2005. Mr. Conner 
has served in various capacities within the claims department, including claims manager and Assistant Vice 
President, since joining us in 1998. 

Barrie W. Ernst is our Vice President and Chief Investment Officer. He joined us in August 2002. Previously, Mr. 
Ernst served as Senior Vice President of SCI Financial Group, Cedar Rapids, Iowa, where he worked from 1980 to 
2002. SCI Financial Group was a regional financial services firm providing brokerage, insurance and related 
services to its clients. 

Kent J. Hutchins was named Vice President and Chief Operating Officer of our life insurance subsidiary, United 
Life Insurance Company, in May 2007 after serving as its Vice President and General Manager from August 2006 
until May 2007. Mr. Hutchins was previously employed by Tricor Lending and Financial Services in Prairie du 
Chien, Wisconsin. As an employee of Tricor, he was a member of our life agency force for 25 years before joining 
United Life Insurance Company as a marketing representative for the state of Wisconsin in June 2004. 

Neal R. Scharmer was appointed our Vice President and General Counsel in May 2001 and Corporate Secretary in 
May 2006. He joined us in 1995. 

EXECUTIVE COMPENSATION 

COMPENSATION DISCUSSION AND ANALYSIS 

The Compensation Committee of our Board of Directors is responsible for developing the philosophy and structure 
of compensation for our named executive officers and other executive officers. Our named executive officers are 
Randy A. Ramlo, our President, Chief Executive Officer and principal executive officer; Dianne M. Lyons, our Vice 
President, Chief Financial Officer and principal financial officer; Michael T. Wilkins, our Executive Vice President; 
Barrie W. Ernst, our Vice President and Chief Investment Officer; Neal R. Scharmer, our Vice President, General 
Counsel and Corporate Secretary; and Scott McIntyre Jr., the former Chairman of our Board of Directors. Mr. 
McIntyre passed away on October 6, 2009. He is included in our listing of named executive officers because he 
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would have been a named executive officer had he been living on December 31, 2009. Each year, the Compensation 
Committee reviews and recommends to the Board of Directors the compensation of our named executive officers 
and other executive officers. 

Changes During 2009 

Some changes occurred during the fourth quarter of 2009 that affected both the structure and compensation of our 
Board of Directors and named executive officers. Following the death of Mr. McIntyre in October 2009, Jack B. 
Evans was elected as Chairman of our Board of Directors.  

Changes Beginning 2010 

The Board of Directors revised our corporate aircraft policy effective January 1, 2010. The revised policy provides 
that for security reasons Mr. Ramlo is required to use our corporate aircraft for business travel whenever it is 
practical to do so. We expect our other executive officers to use the corporate aircraft for business travel whenever it 
is reasonable to do so. We permit Mr. Ramlo, his spouse, and anyone else specifically designated by our Board of 
Directors to use the aircraft for personal travel. We also permit the spouses of our directors to accompany them 
when they use our corporate aircraft for business purposes related to their service to us as a director. Under Internal 
Revenue Service regulations, we report the value of personal use of the corporate aircraft as ordinary income. We 
increase the individual’s cash compensation to pay the income taxes associated with their personal use of the 
corporate aircraft. The Board of Directors has not designated any person, other than Mr. Ramlo, who may use our 
corporate aircraft for personal travel. 

For 2010, the Compensation Committee, with the assistance of Compensation Resources, Inc. (“CRI”), established a 
new peer group of companies for benchmarking compensation of our executive officers. This peer group includes: 
Affirmative Insurance Holdings Inc., American Physicians Capital, Baldwin & Lyons Inc., CNA Surety 
Corporation, EMC Insurance Group, Inc., Employers Holdings, Inc., Hilltop Holdings, Inc., Horace Mann Educators 
Corporation, Meadowbrook Insurance Group Inc., Midland Company, National Interstate Corporation, Procentury 
Corporation, RLI Corporation, Selective Insurance Group Inc., and State Auto Financial Corporation. For our life 
insurance subsidiary, United Life Insurance Company, the peer group includes: Atlantic American Corporation, 
Citizens, Inc., and Financial Industries Corporation. 

Compensation and Benefits Philosophy 

The objectives of our compensation programs for executive officers are to attract and retain qualified executive 
officers, assure that our compensation of executive officers is fair and reasonable and provide incentives to our 
executive officers that are tied to both executing a sound business strategy and achieving stockholder value. 

The Compensation Committee Charter, which was adopted by our Board of Directors, governs the Compensation 
Committee’s activities and spells out its responsibilities. Some key features of that charter include: 

• The Compensation Committee must be composed of only independent directors, with a minimum of three 
members. 

• The Compensation Committee must conduct at least two meetings each calendar year. 

• The Compensation Committee has the resources and authority to retain and compensate any outside 
counsel, expert, consultant or advisor it deems appropriate and necessary. 

The responsibilities and functions of the Compensation Committee that relate to compensation for executive officers 
and directors are as follows: 

• Annually review and recommend to the Board of Directors for approval the salaries, bonus and other 
compensation for all of our named executive officers. 

• Review and discuss with management the information reported in the Compensation Discussion and 
Analysis section of this proxy statement, and based on the review and discussions recommend to the Board 
of Directors that it be included in our proxy statement and incorporated by reference in our Annual Report 
on Form 10-K. 
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• Approve and grant, or recommend to the Board of Directors the approval and granting of, stock options, 
restricted stock, and other types of equity-based compensation in accordance with the terms of stock option 
and other equity-based plans. 

• Periodically review and report to the Board of Directors the competitiveness of our executive compensation 
programs. 

• Periodically review and recommend to the Board of Directors for approval the compensation of our 
directors. 

• Periodically review and make recommendations to the Board of Directors concerning appropriate levels of 
liability insurance for our directors and officers. 

• Annually evaluate the Compensation Committee Charter and the Compensation Committee’s performance 
and make such reports to the Board of Directors as it deems warranted. 

• Prepare and approve the Compensation Committee’s Report for inclusion in our annual proxy statement 
and incorporation by reference in our Annual Report on Form 10-K in compliance with applicable rules 
and regulations of the SEC and NASDAQ. 

When determining compensation levels for our executive officers, the Compensation Committee considers the 
following principles: 

• Performance. We strive to reward performance of our executive officers by linking compensation to 
individual performance, business unit performance, and company performance. Management believes that 
tying an individual’s compensation to these three performance indicators is an important part of aligning 
our objectives with the personal interest of our executive officers.  

• Fairness and Reasonableness. We strive to provide compensation and benefit programs that are fair and 
that reasonably reward executive officers for their services without outpacing salaries paid by comparable 
companies. The Compensation Committee reviews a variety of factors, including the cost of living and 
quality of life in the geographical areas where we are located, the executive’s experience level, the 
responsibilities of an executive’s position, our employee-friendly culture, the desire to avoid significant 
compensation disparities between executive officers and all other employees, and compensation and 
benefits of executives of other insurance companies and other companies of comparable size and 
geographic scope. 

• Cost. By designing compensation programs that are cost-effective and affordable, we strive to protect the 
interests of our stockholders. 

In determining the overall compensation for our executive officers for 2009, the Compensation Committee utilized 
information contained in an executive salary study provided every two to three years by CRI. Rather than utilizing 
salary and benefit data of specific peer companies, CRI conducted a study of data contained within the following ten 
published salary surveys: 

• Benchmark Database Finance, Accounting, & Legal Survey Report©; William M. Mercer  

• Executive Assessor©; Economic Research Institute (ERI)  

• Executive Compensation Report - Insurance Industry©; Confidential Data Source  

• Executive Compensation Survey©; Confidential Data Source  

• National Executive & Senior Management Compensation Survey©; Confidential Data Source  

• Property & Casualty Agency / Brokerage Compensation & Benefits Survey©; Compensation Consulting 
Services  

• Salary Source©; HR Answers  

• Survey of Surety Bond Positions©; Hewitt Associates LLC  
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• Survey Report on Health, Annuity & Life Insurance Management Compensation©; Watson Wyatt  

• Survey Report on Property & Casualty Insurance Management Compensation©; Watson Wyatt  

In performing its study, CRI drew information from companies included in the ten surveys that are in or serve the 
insurance or financial services industries that met one or more of the following criteria: Industry group (Insurance 
Carriers); Geographic location (Cedar Rapids, Iowa; Midwestern United States); Assets ($1.2 billion property–
casualty segment; $1.5 billion – life segment); Premium ($500 million – property–casualty segment; $127 million – 
life segment); and Employee size (approximately 700). The survey data relied upon by CRI does not provide a 
separate listing of individual companies included within the data, but was based on companies that met at least one 
of the foregoing criteria. The Compensation Committee last received a salary study from CRI in February 2010 for 
use in setting 2010 salaries.  

In the interim periods between salary studies, the Compensation Committee received information from CRI about 
general salary movement within the marketplace and considers this information, in conjunction with its overall 
review of performance-based and long-term incentive compensation, to determine total executive compensation 
consistent with our compensation and benefits philosophy. The Compensation Committee utilized the comparative 
information obtained from CRI as one component in determining the overall compensation of its executive officers. 
Results of the 2009 general market analysis showed that three of our named executive officers were under or just 
over the 25th percentile of base salary levels. Informal guidelines established by the Compensation Committee call 
for establishing base salaries for our named executive officers that place them each individually between the 25th 
and 50th percentile of the base salary level determined by CRI’s salary study for each position. 

In establishing 2009 base salaries for our named executive officers, the Compensation Committee considered the 
information provided by CRI, together with other factors, including the cost of living and quality of life in the 
geographical areas where we are located, the executive’s experience level, the responsibilities of an executive’s 
position, our employee-friendly culture, our existing compensation structure, and our desire to avoid significant 
compensation disparities between our executive officers and all other employees. The Compensation Committee 
considers all of the factors previously discussed when making compensation decisions. 

Our Board of Directors uses a total compensation approach to executive compensation, and currently considers both 
currently-paid compensation and long-term incentive compensation to be necessary compensation tools. Our Board 
of Directors awards long-term incentive compensation on a discretionary basis for other than named executive 
officers. Currently-paid compensation, coupled with long-term incentives, provides the Compensation Committee 
and the Board of Directors the flexibility necessary to design compensation programs that are fair and appropriate. 
The Compensation Committee believes our compensation philosophy and structure are designed to provide 
incentives appropriate to the avoidance of excessive risk taking and risk exposure.  

We have no written employment contracts or severance agreements with any of our executives. All our employees, 
including all executive officers, are “at will” employees.  

Directors and Executive Officers as Stockholders 

We believe that ownership of our common stock by our directors and executive officers promotes the alignment of 
their interests with those of our Company and our stockholders. Our articles of incorporation require that all 
directors own our stock. A Board of Directors’ policy sets forth guidelines for stock ownership by our directors and 
executive officers. The goal of these guidelines is to have our directors and executive officers hold a meaningful 
stake in our Company. 

The following table shows the number of shares targeted by the guidelines to be owned by our directors and named 
executive officers. Current beneficial ownership for each director and named executive officer can be found in the 
table on page 42 of this proxy statement. 
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Name Tier (1)

Target Number of Shares
of Common Stock to 

be Beneficially Owned
Date Shares are to be 

Beneficially Owned by
Each Non-employee Director N/A 1,500 May 21, 2013 (2)

Randy A. Ramlo 3 24,063 December 31, 2012

Dianne M. Lyons 2 11,602 December 31, 2012

Michael T. Wilkins 2 12,375 December 31, 2012

Barrie W. Ernst 1 8,319 December 31, 2012

Neal R. Scharmer 1 5,523 December 31, 2012  
   

(1) Equity ownership targets for executive officers in Tier 3 were calculated as the number of shares equal to two times their base salary on 
January 1, 2008 divided by the closing price of our common stock on January 1, 2008. Equity ownership targets for executive officers in 
Tier 2 were calculated as the number of shares equal to one and one half times their base salary on January 1, 2008 divided by the closing 
price of our common stock on January 1, 2008. Equity ownership targets for executive officers in Tier 1 were calculated as the number of 
shares equal to their base salary on January 1, 2008 divided by the closing price of our common stock on January 1, 2008. 

(2) Under the guidelines, each non-employee director must own the target number of shares by May 21, 2013 or within five years of their 
election to the Board of Directors, whichever comes later. 

Elements of Compensation 

We compensate our executive officers using direct compensation and company-sponsored benefit plans. As direct 
compensation, we pay base salary, performance-based cash awards, flexible benefit credits and equity awards. 
Company-sponsored benefit plans include insurance plans and retirement plans. In addition, as a minor part of our 
compensation program, we provide perquisites to certain of our executive officers. 

Direct Compensation 

Direct compensation consists of (a) base salary, (b) annual performance-based cash awards, (c) flexible benefit 
credits and (d) long-term equity based awards. We pay these elements of direct compensation because we believe 
each of the following to be true:  

• A fair and reasonable base salary is essential to attract and retain good executives. 

• Annual performance-based cash awards are valuable to recognize and reward both individual achievement 
and the executive’s role in our overall performance. 

• Equity-based compensation helps executives to “think like owners” and, therefore, aligns their interests 
with those of our stockholders.  

Flexible benefit credits allow executives to elect benefits that correspond to their individual needs and preferences. 

Base Salary 

We design base salary to attract and retain experienced executives who can help us achieve our business goals. We 
determine an executive’s initial base salary by considering a variety of components, including the executive’s 
experience level, the responsibilities of the executive’s position, our existing compensation structure, compensation 
levels at other companies, the cost of living and quality of life in the geographical areas where we are located and 
our employee-friendly culture. In addition, to determine increases in an executive’s base salary, we consider 
individual performance, pertinent experience with us and increases in responsibility. We also considered the impact 
that Hurricane Katrina had on our operating results. 

• Randy A. Ramlo – In establishing his compensation for 2009, the Compensation Committee considered the 
following factors when assessing Mr. Ramlo’s performance as CEO:  



   

25 
 

o Mr. Ramlo’s goals and objectives for the year, which included attaining a return on equity of 13% or 
more, growing direct written premium by 3% or more, limiting our underwriting expense ratio to 31% 
or less, limiting our combined ratio to 94% or less, increasing our average agency premium size, 
developing a plan for enhancing our disaster recovery center, continuing our emphasis on loss control, 
emphasizing life company products, incorporating predictive modeling into at least one line of 
business, and managing our catastrophe exposure.  

o Factors that hindered the achievement of Mr. Ramlo’s quantitative goals, which included the 
continuing soft market conditions within the insurance industry, the weak investment market 
environment, and the historic flooding of our home office. 

o Our performance relative to the insurance industry.  

o The occurrence of company-specific extraordinary events during 2008, including the 2008 flooding of 
our home office. 

o Mr. Ramlo’s leadership during the relocation of the home office caused by the 2008 flood.  

o Mr. Ramlo’s continued growth in his second year as our President and Chief Executive Officer. 

The Compensation Committee also considered Mr. Ramlo’s compensation in the context of the 
committee’s general understanding of current compensation practices. Based on its overall assessment, the 
Compensation Committee recommended and the Board of Directors set Mr. Ramlo’s 2009 base salary at 
$400,000, which was a 14.2 percent increase over 2008. 

• Other Named Executive Officers – Mr. Ramlo evaluated the performance and experience of the other 
named executive officers and presented his assessment of their individual performance and salary 
recommendation to the Compensation Committee. The Compensation Committee considered Mr. Ramlo’s 
recommendations along with its own evaluations when determining its compensation recommendation to 
the Board of Directors. 

o Dianne M. Lyons – Mr. Ramlo based his evaluation of Ms. Lyons on the following performance and 
experience criteria: timeliness and accuracy of financial reporting; reduced number and materiality of 
audit recommendations; continued enhancement of the quality and efficiency of internal controls; her 
continued growth in the role of Chief Financial Officer; her assumption of new duties relating to our 
registration under the Exchange Act; her assumption of new duties as liaison to our institutional 
investors and the investment community; and her experience gained in handling flood-related disaster 
cash management. 

Based upon Mr. Ramlo’s report, its overall assessment of Ms. Lyons’ performance, and the 
Compensation Committee’s general understanding of current compensation practices, the 
Compensation Committee recommended, and the Board of Directors set, Ms. Lyons’ 2009 base salary 
at $250,000; an 11.1 percent increase over 2008. 

o Michael T. Wilkins – Mr. Ramlo based his evaluation of Mr. Wilkins on the following performance 
and experience criteria: gain in personal lines underwriting experience; his role in implementing and 
continuing the quality of our reinsurance program in general and our catastrophe coverage in 
particular; his evaluation and analysis of our catastrophe exposure; his management of our product 
development and rate setting function; maintaining industry competitiveness through the use of 
information technology; growth in the efficiency of our information technology operations; and growth 
in and assumption of greater responsibilities as Executive Vice President. 

Based upon Mr. Ramlo’s report, its overall assessment of Mr. Wilkins’ performance, and the 
Compensation Committee’s general understanding of current compensation practices, the 
Compensation Committee recommended, and the Board of Directors set, Mr. Wilkins’ 2009 base 
salary at $270,000; a 12.5 percent increase from 2008. 
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o Barrie W. Ernst – Mr. Ramlo based his evaluation of Mr. Ernst on the following performance and 
experience criteria: his successful management of our investment portfolio during challenging 
economic times; his ability to maintain adequate return on investments to meet our ongoing financial 
obligations; his hiring an management of various outside firms who handle certain investments on our 
behalf; and his ability to limit our exposure to below investment grade securities as identified by the 
National Association of Insurance Commissioners. 

Based upon Mr. Ramlo’s report, its overall assessment of Mr. Ernst’s performance, and the 
Compensation Committee’s general understanding of current compensation practices, the 
Compensation Committee recommended, and the Board of Directors set, Mr. Ernst’s 2009 base salary 
at $250,000; a 3.3 percent increase over 2008. 

o Neal R. Scharmer – Mr. Ramlo based his evaluation of Mr. Scharmer on the following performance 
and experience criteria: his successful management and settlement of claims litigation, particularly as 
related to catastrophe losses; his negotiation and review of key vendor contracts; his hiring and 
management of various outside legal counsel used by our Company; his management of outside legal 
expenses incurred by our Company; and his hiring, development and management of our in-house 
legal staff. 

Based upon Mr. Ramlo’s report, its overall assessment of Mr. Scharmer’s performance, and the 
Compensation Committee’s general understanding of current compensation practices, the 
Compensation Committee recommended, and the Board of Directors set, Mr. Scharmer’s 2009 base 
salary at $172,500; a 7.4 percent increase over 2008. 

Annual Performance-Based Cash Awards 

We maintain an annual incentive plan that provides annual performance-based cash awards. This plan links a portion 
of annual compensation directly to our performance. Each calendar year, all employees are eligible to participate in 
the plan if they (a) have worked for us for at least twelve months, (b) have 1,000 hours of service during the 
calendar year and (c) are in our employ at the time the cash awards for that year are paid. Mr. McIntyre did not 
participate in this plan during 2009. Employees who are otherwise eligible to participate who retire during the 
calendar year receive payments under this plan prorated to the date of their retirement. Our objective in using the 
annual incentive plan is to provide a strong financial incentive to all employees to achieve critical corporate, branch 
and department goals. To measure achievement under the annual incentive plan for all eligible employees (except 
for Mr. Ramlo), we use three performance indicators: corporate return on equity (“ROE”), business unit targets 
based on losses and loss settlement expenses (loss ratio), and cost center expense targets. For Mr. Ramlo, we use 
two performance indicators: ROE and our corporate growth rate, as measured by our property–casualty segment’s 
direct premium written through our independent agencies. Each year, we establish minimum, target and maximum 
levels of performance for each performance indicator. After each fiscal year, we assess company performance for 
each performance indicator, comparing actual results to the pre-determined minimum, target and maximum levels. 
Attaining the highest level of performance in each of the three indicators would result in a cash award of 48.0 
percent of base salary for Mr. Ramlo and 30.0 percent of base salary for our other named executive officers.  

The Compensation Committee chose ROE as an annual incentive plan performance indicator because it believes that 
ROE is a good overall measure for evaluating our operating performance and that the value of our common stock is 
closely related to ROE performance. Accordingly, achieving ROE target levels should enhance our stock value and 
stockholder return. In determining whether we have achieved our ROE target goal, ROE is calculated based on after-
tax consolidated earnings divided by average equity. We reserve the right to exclude the impact of net unrealized 
appreciation/depreciation from our ROE calculation so that our employees are not penalized or rewarded as a result 
of extraordinary swings in the equity and fixed income markets. 

The Compensation Committee chose business unit loss ratios and cost center expense targets as annual incentive 
plan performance indicators because they are good measures of our underwriting performance and overall 
profitability. If we are able to keep our expenses in line with guidelines established for cost center expense targets, 
we are able to achieve profitability for our Company and value for our stockholders. In determining whether we 
have achieved our business unit targets, loss ratios are calculated by dividing direct premiums earned by direct 
losses incurred plus direct allocated loss settlement expenses paid. Cost center expense targets are measured by 
expenses expressed as a percentage of direct written premiums. 
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Mr. McIntyre did not participate in our annual incentive plan. During 2009, the Compensation Committee 
determined on a discretionary basis what, if any, annual performance-based cash awards to grant him. The 
Compensation Committee recommends this award to the Board of Directors, which has the final approval. In 
making this determination, the Compensation Committee considered our achievement of the same three 
performance indicators that are used in the annual incentive plan.  

The following table shows the 2009 performance plan goals and actual results for our annual incentive plan. 
Payments to named executive officers under our annual incentive plan were made in March 2010 for performance 
during 2009. 

Annual Incentive Plan – 2009 

 2009 Plan Goals

2009 Annual 
Incentive Plan 
Actual Results 

(%) 

Potential 
Percentage of 

Total Incentive
Plan Award to

Executive 
(%)Performance Measure 

Threshold
(%)

Target 
(%)

Maximum
(%)

Return on Equity:   
 Chief Executive Officer 9.0% 12.0% 15.0% -1.7% 75.0%
 Other Named Executive Officers (1) 9.0 12.0 15.0 -1.7 60.0
Business Unit Loss Ratio:  
 Chief Executive Officer  – – – –  –
 Other Named Executive Officers (1) 60.0 52.5 45.0 60.5 20.0
Cost Center Expense Target:  
 Chief Executive Officer  – – – –  –
 Other Named Executive Officers (1) 3.0 2.5 2.0 2.3 20.0
Corporate Growth Rate:  
 Chief Executive Officer 2.5 5.0 7.5 -6.1 25.0
 Other Named Executive Officers (1)  – – – –  –
   

(1) The only named executive officer who did not participate in our Annual Incentive Plan during 2009 was Mr. McIntyre. 

Flexible Benefit Credits 

We maintain a flexible benefit credits program for all of our employees. Under this program, we allocate flexible 
benefit credits to each employee based on a formula that considers length of service with us and base salary. All 
employees are treated the same under the program. Near the end of each year, our employees determine how to 
“spend” their flexible benefit credits for the coming year. Employees can allocate their credits among a variety of 
benefits, including supplemental life insurance, medical insurance, dental insurance, dependant life insurance and up 
to one week of vacation. If the flexible benefit credits allocated to an individual employee are not enough to cover 
their selected benefits, the difference is deducted from the employee’s base salary. If an employee has excess 
flexible benefit credits available after making his or her benefit elections, the employee can elect to take the excess 
credits as direct cash compensation or contribute cash to our 401(k) plan.  

This program gives each employee the opportunity to select the medical and other insurance options that best meets 
his or her individual needs and preferences. Each employee must choose between three company-sponsored medical 
plan options or waive medical coverage. If an employee waives medical coverage, we reduce that employee’s 
flexible benefit credits. For 2009, we added a new medical coverage option, a high-deductible plan that allows 
employees to establish a health savings account to pay for unreimbursed medical expenses.  

Long-Term Equity Based Awards  

During 2008, the Compensation Committee implemented a redesigned equity compensation program for our 
executive officers. The program utilizes our 2008 Stock Plan, approved by the stockholders in May, 2008, which 
permits the issuance of both restricted stock and stock options, among other forms of equity compensation. The 
Compensation Committee believes that providing a balance of restricted stock and stock options is beneficial to us, 
our executives and our stockholders. The principal purpose of our Board of Directors granting stock options and 
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restricted stock to executive officers is to retain those executives and to provide compensation that encourages those 
executives to increase stockholder value by executing our strategies and achieving our goals. The expense related to 
these option awards is recognized in our Consolidated Financial Statements over the vesting period of the awards. 

The size of awards to executives under our equity compensation program is initially tied to the executive’s base 
salary. Under the equity compensation program, our executive officers are assigned to one of three “tiers” with each 
tier receiving a proportionate share of the pool of equity awards designated annually for all program participants. 
The size of the awards is adjusted based on our prior year’s operating results, so that in years when performance has 
proven to be commendable, our executives receive higher annual incentive awards and more equity, and in years 
when results are not at target, the award levels are diminished or eliminated.  

The 2008 Stock Plan permits repricing of options only in the limited circumstances of a stock split, combination of 
shares, stock dividend, reclassification, merger, consolidation, reorganization, recapitalization, or similar adjustment 
to the security underlying the options, or our dissolution or liquidation. 

The Board of Directors has adopted a written policy regarding the issuance of options under the 2008 Stock Plan. 
This policy provides that all options shall be issued at regularly scheduled meetings of the Board of Directors and 
that the exercise price for options issued under the 2008 Stock Plan shall be the closing market price on the option 
grant date. 

During 2009, the Board of Directors granted no options under the 2008 Stock Plan to any of our named executive 
officers. Options previously granted by our Board of Directors under the 2008 Stock Plan have the following 
characteristics: 

• Options vest 20 percent each year on the first five anniversaries of the grant date. Options vest immediately 
if we enter into an agreement to dispose of all or substantially all of our assets or capital stock. Under the 
2008 Stock Plan, the Board of Directors also has authority to accelerate vesting of stock options at their 
discretion. 

• Options expire on the sooner of: 

o Ten years after the date on which they are granted;  

o One year after the termination of employment for reason of death or disability; or 

o 30 days after the termination of employment for any reason other than death or disability, unless 
extended by the Board of Directors for up to one year after termination of employment. 

• The exercise price is the closing market price for our common stock on the option grant date. 

Company-Sponsored Benefit Plans  

We believe the insurance and retirement benefit plans we sponsor are an important part of fair and reasonable 
compensation for all of our employees, including our executive officers. We design these benefit plans to attract and 
retain good employees, to provide a measure of financial security for our employees and to assist our employees in 
providing for their own financial security in a manner that recognizes individual needs and preferences. We also 
provide these programs because we believe that employees who have a plan for health and financial security are 
better employees. We apply these programs equally to all employees. Our benefit plans consist of an insurance plan 
that provides health, vision, dental, disability and basic term life insurance coverage, and various retirement plans. 
These benefit plans are described below. 

Insurance Plans 

Our insurance package includes health, vision, dental, disability and basic term life insurance coverage. Executive 
officers participate in these benefits on the same basis as all of our other employees. These plans permit our 
employees to establish flexible spending accounts, up to statutorily prescribed maximum contribution amounts, to 
pay for qualifying unreimbursed medical and dependent care expenses. Beginning in 2009, we offered our 
employees a high deductible health insurance coverage option that allows them to establish a health savings account 
for the payment of deductibles and qualifying unreimbursed expenses. Employees can use their flexible benefit 
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credits as discussed above to tailor their insurance coverage to meet their individual financial security goals and 
needs. 

We use a schedule to provide basic term life benefits to each full-time employee based on that employee’s salary, 
with a maximum amount of $250,000 of coverage for employees with salaries in excess of $200,000. When an 
employee reaches age 65, we reduce this benefit to 50 percent of that employee’s previous benefit, up to a maximum 
benefit of $15,000.  

We provide both short-term and long-term disability benefits to all of our employees. Employees are eligible to 
participate in our short-term disability program after one-half year of continuous employment. Benefits accrue under 
our short-term disability plan based on the number of years of service with us and then are calculated as a 
percentage of base salary. Short-term disability benefits terminate after six months.  

Employees with one year of continuous service are eligible for our long-term disability program. Benefits under this 
program begin once an employee has been totally disabled for a period of six months. Benefits are calculated as a 
percentage of base salary. Employment with us terminates when an employee begins receiving long-term disability 
benefits. 

Retirement Plans 

We provide retirement benefits to all of our employees, including executive officers, through a combination of 
qualified and non-qualified plans. Benefit plan levels are not tied to company, business area or individual 
performance. 

 Defined Benefit Pension Plan. The United Pension Plan is a qualified defined benefit pension plan intended 
to supplement our employees’ retirement income and provide a measure of financial security in retirement. All of 
our employees who are 21 years of age and older automatically participate in the plan after completing one year of 
employment and 1,000 hours of service to us. Once eligibility criteria are met, the employee participates in the plan 
on the next January 1 or July 1. Employees become 100 percent vested in the plan after completing five years of 
service. Plan benefits equal 1.25 percent of an employee’s five year average annual compensation, plus .5 percent of 
average annual compensation in excess of covered compensation, multiplied by the lesser of years of service or 35 
years. Covered compensation is determined by reference to the Social Security taxable wage base. Average annual 
compensation means annual compensation, averaged over the period of five consecutive years of service that 
produces the highest average. In most cases, the five year measurement period is the last five years of full-time 
employment prior to retirement. 

 Deferred Compensation Plan. We maintain a non-qualified deferred compensation plan for executives at 
the vice president level or higher. We use this plan to provide these executives the opportunity to plan and 
supplement their retirement income by deferring receipt of part of their base salary and/or annual performance-based 
cash award. We hold the amounts deferred by an executive in a separate account for the benefit of that executive.  

We pay the deferred amounts to the executive upon termination of employment for any reason after the executive 
reaches age 59½. The executive may elect to receive the benefits in a lump sum or in annual installments over a 
period of years ending not later than the year in which the executive reaches 75 years of age. An executive with less 
than five years of service who defers compensation under this plan forfeits 60 percent of the deferred amounts if that 
executive terminates employment prior to attaining age 59½. An executive with at least five years of service but less 
than ten years of service who defers compensation under this plan forfeits 30 percent of the deferred amounts if that 
executive terminates employment prior to attaining age 59½. An executive becomes fully vested in amounts 
deferred under our deferred compensation plan when the executive has attained ten years of service or reached age 
59½. If the executive dies or becomes disabled while employed by us, we will pay the plan benefits as directed by 
the executive. The amounts deferred are subject to our creditors. Because an executive has a risk of forfeiture upon 
termination of employment prior to age 59½, we believe this plan is an important tool to retain our executive 
officers.  

 Self-Funded 401(k) Investment Plan. We sponsor a 401(k) plan that allows all our employees, including 
executive officers, to make pre-tax contributions, up to statutorily allowed maximums, to an individual 401(k) 
retirement account and/or to make after-tax contributions to a Roth 401(k) retirement account. Our 401(k) plan 
offers a variety of investment options, including investment in our stock. Our 401(k) plan allows us to make 
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discretionary contributions to the plan. Because we maintain and fund the defined benefit pension plan, we make no 
discretionary contributions to the 401(k) plan and we do not match employees’ contributions to the 401(k) plan. 

 Employee Stock Ownership Plan. We established the United Fire Group Employee Stock Ownership Plan 
(ESOP) so employees could share in our growth and prosperity. This plan does not permit employee contributions. 
We make contributions to this plan from time to time at the discretion of management. The plan allocates 
contributions to plan participants on a basis determined by base salary level and years of service to us. All 
employees, including executive officers, are automatically enrolled in this plan when they reach age 21, complete 
one year of service and meet minimum hourly service requirements. Participants are 100 percent vested in the ESOP 
plan after completing five years of eligible service. Because employees must be participants in this plan for five 
years to be fully vested, we believe this plan provides additional incentive to employees to remain with us. 

 Employee Stock Purchase Plan. The employee stock purchase plan is a non-qualified plan that allows all 
our employees, including executive officers, to purchase shares of our common stock through periodic payroll 
deductions of $10 or more per pay period. Plan participants can also make optional cash contributions of $10 or 
more in any given month to purchase additional shares. We maintain this plan to provide an opportunity for 
employees to invest in our stock. We believe that employees who own our stock will be more likely to execute our 
business strategies to achieve stockholder value. 

Perquisites 

We do not rely upon perquisites as a method of providing significant compensation to any of our employees, 
preferring instead to use direct compensation and benefit plans. We provide perquisites that are related to our 
business or that we believe are necessary to attract and retain key executive personnel.  

For security reasons, during 2009 the Board of Directors required Mr. McIntyre and Mr. Ramlo to use our corporate 
aircraft for business travel whenever it was practical to do so. We expect our other executive officers to use the 
corporate aircraft for business travel whenever it is reasonable to do so. During 2009 we permitted Mr. McIntyre, 
Mr. Ramlo and their spouses to use the aircraft for personal travel. Under Internal Revenue Service regulations, we 
report the value of their personal use of the corporate aircraft as ordinary income. We increased their cash 
compensation to pay the income taxes associated with their personal use of the corporate aircraft. 

In addition to the use of our corporate aircraft, we provided the following other perquisites during 2009: 

• For Mr. McIntyre, we provided two universal life insurance policies with face values totaling $540,600. 
Benefits under this policy were paid out upon Mr. McIntyre’s death in 2009. 

• For Mr. McIntyre, we offered home telephone and internet service to enhance his ability to provide services 
to us. 

• Because Mr. Ramlo, Ms. Lyons, Mr. Wilkins, Mr. Ernst and Mr. McIntyre used a country club for business 
entertainment, we paid one-half of the monthly dues for each of these executives during 2009. 

As permitted by Internal Revenue Service regulations, we do not deduct the amount of these payments as business 
expenses and we do not report the value of these perquisites as income to the executive officers for income tax 
purposes.  

The Annual Compensation Process 

Role of Management 

Our Chief Executive Officer has a key role in determining compensation levels for executive officers other than 
himself. He directs the collection and compilation of data for consideration by the Compensation Committee. 
Guided by the principles discussed under “Compensation and Benefits Philosophy,” our Chief Executive Officer: 

• Identifies appropriate performance measures and recommends to the Compensation Committee 
performance targets to determine annual and long-term awards. 

• Using survey data and publicly disclosed compensation, develops compensation guidelines for each 
executive position.  
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• Based on survey data and on our performance, recommends annual salary and long-term awards to the 
Compensation Committee.  

• Briefs each executive on the guidelines established for that executive’s position. 

Role of the Compensation Committee and the Board of Directors 

The Compensation Committee and the Board of Directors refer to the principles discussed under “Compensation and 
Benefits Philosophy” to guide them in determining and implementing compensation programs for our executive 
officers. For executive officers other than our Chief Executive Officer, the Compensation Committee receives and 
reviews the recommendation of management as described above and makes recommendations to the full Board of 
Directors. The full Board of Directors then acts on these recommendations to set the compensation of our executive 
officers. 

The Compensation Committee and the Board of Directors take the following steps to approve the compensation of 
our Chief Executive Officer: 

• The Compensation Committee, with the occasional assistance of CRI, identifies appropriate performance 
measures. 

• The Compensation Committee considers the various components of compensation discussed under the 
headings Compensation and Benefits Philosophy and Base Salary, above, and reviews data provided by 
CRI and management, along with data it obtains from public sources. Based on that consideration and 
review, it recommends to the full Board of Directors the annual salary and long-term awards for our Chief 
Executive Officer.  

• The full Board of Directors reviews and considers the proposals of the Compensation Committee and 
makes its final determination based on our best interests and the best interests of our stockholders. 

Role of Independent Consultants 

Under its charter, the Compensation Committee has the authority to employ the services of outside advisors to assist 
in carrying out its duties. Under this authority, the Compensation Committee from time to time engages the services 
of CRI as its independent outside compensation consultant to provide advice on specific compensation matters. 
When engaged, a CRI consultant provides services and reports directly to the Compensation Committee on matters 
of executive compensation. The Compensation Committee made the decision to engage CRI as its consultant. 
Management did not participate in the selection process or recommend CRI, and management does not participate in 
specific matters assigned to CRI by the Compensation Committee. Although particular assignments may vary, 
compensation consultant engagements with the Compensation Committee have included: 

• Reviewing and advising on all principal aspects of executive and non-employee director compensation, 
including base salaries and annual incentive awards for executive officers, and cash compensation and 
equity awards for non-employee directors. 

• Reviewing and advising on target performance levels and the design of our annual incentive plan.  

• Providing advice on executive and director compensation matters as requested by the Compensation 
Committee. 

• Reviewing and advising on the equity compensation program and the 2008 Stock Plan. 

The Compensation Committee engaged CRI during 2009 to advise them generally on executive compensation 
matters. This assignment continued into 2010 with respect to advice on executive compensation. 

CRI also assists our human resources department with, among other things, structuring various compensation 
programs that are available to all of our employees. To maintain the independence of the CRI employee who 
provides services to the Compensation Committee, during 2009 this individual did not provide any other services to 
us. Furthermore, the Compensation Committee requires the following: 
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• The individual who provides consulting services to the Compensation Committee shall not provide any 
other services to us. 

• The individual who provides services to the Compensation Committee shall report only to the committee, 
shall not provide reports to our human resources department or to management, and shall not meet with our 
human resources department or management. 

• The individual who provides services to the Compensation Committee shall keep confidential and separate 
from management all information provided by or to the Compensation Committee. 

The fees charged by CRI for work done on behalf of our human resources department during 2009 did not rise to the 
level requiring disclosure under Item 407(e)(3)(iii) of Regulation S-K of the Exchange Act, as amended.  

REPORT OF THE COMPENSATION COMMITTEE 

March 2010 

The Compensation Committee has reviewed and discussed with management the “Compensation Discussion and 
Analysis” required by Item 402(b) of Regulation S-K and, based on such review and discussions, the Compensation 
Committee recommended to the Board of Directors that the “Compensation Discussion and Analysis” be included in 
the Company’s annual proxy statement and incorporated by reference in the Company’s Annual Report on Form 10-
K for the year ended December 31, 2009. 

Compensation Committee 
Frank S. Wilkinson Jr., Chair 

Christopher R. Drahozal 
Casey D. Mahon 

George D. Milligan 
Mary K. Quass 
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The following table details the outstanding equity awards held by each of our named executive officers as of 
December 31, 2009. 

Outstanding Equity Awards at Fiscal Year-End – 2009 

Name

Number of 
Securities 

Underlying 
Unexercised 

Options 
Exercisable

(#)

Number of 
Securities 

Underlying 
Unexercised 

Options 
Unexercisable 

(#)

Option 
Exercise 

Price
($ / Sh)

Number of 
Shares or 

Units of Stock 
That Have 
Not Vested

(#)

Market Value 
of Shares or 

Units of Stock 
That Have 
Not Vested

($)
Randy A. Ramlo 3,919 131,012 

2,000                   -                           $15.16 2/21/2012
2,000                   -                           15.85 2/21/2013
4,000                   -                           21.66 2/20/2014
4,000                   1,000                   32.39 2/18/2015 (1)

6,000                   4,000                   39.13 2/17/2016 (2)

6,000                   9,000                   35.23 2/16/2017 (3)

2,868                   11,472                 33.43        5/21/2018 (4)

Dianne M. Lyons 2,151 71,908
400                      -                           15.16 2/21/2012

1,600                   -                           15.85 2/21/2013
2,400                   -                           21.66 2/20/2014
4,000                   1,000                   32.39 2/18/2015 (1)

3,000                   2,000                   39.13 2/17/2016 (2)

4,000                   6,000                   35.23 2/16/2017 (3)

1,574                   6,298                   33.43        5/21/2018 (4)

Scott McIntyre Jr. -                           -                           ‐ ‐
Michael T. Wilkins 2,313 77,324

200                      -                           17.70 8/1/2012
400                      -                           15.85 2/21/2013

1,600                   -                           21.66 2/20/2014
4,000                   1,000                   32.39 2/18/2015 (1)

3,000                   2,000                   39.13 2/17/2016 (2)

4,000                   6,000                   35.23 2/16/2017 (3)

1,693                   6,770                   33.43        5/21/2018 (4)

Barrie W. Ernst 1,944 64,988
12,000                 -                           17.70 8/1/2012
2,000                   -                           15.85 2/21/2013
2,000                   -                           21.66 2/20/2014
2,000                   500                      32.39 2/18/2015 (1)

1,500                   1,000                   39.13 2/17/2016 (2)

2,000                   3,000                   35.23 2/16/2017 (3)

1,423                   5,691                   33.43        5/21/2018 (4)

Neal R. Scharmer 1,268 42,389
2,000                   -                           15.85 2/21/2013
2,000                   -                           21.66 2/20/2014
2,000                   500                      32.39 2/18/2015 (1)

1,500                   1,000                   39.13 2/17/2016 (2)

2,000                   3,000                   35.23 2/16/2017 (3)

928                      3,711                   33.43        5/21/2018 (4)

Option Awards Stock Awards

Option 
Epiration

Date

 
   

Table footnotes appear on the following page. 
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(1) The unexercisable portion vests in full on 2/18/2010. 
(2) The unexercisable portion vests one-half on 2/17/2010 and one-half on 2/17/2011. 
(3) The unexercisable portion vests one-third on 2/16/2010, one-third on 2/16/2011 and one-third on 2/16/2012. 
(4) The unexercisable portion vests one-fourth on 5/21/2010, one-fourth on 5/21/2011, one-fourth on 5/21/2012 and one-fourth on 5/21/2013. 

OPTION EXERCISES AND STOCK AWARD VESTING 

There were no stock options exercised by the named executive officers during 2009. No stock awards held by the 
named executive officers vested during 2009. 

PENSION BENEFITS 

The following Pension Benefits table reports the present value of the annual defined benefit payable for each named 
executive officer under our United Pension Plan. The present value is based on the retirement benefit formula for 
the compensation levels and years of service of those officers. 

Pension Benefits – 2009 

Name Plan Name

Present Value
of Accumulated

Benefits
($)

Payments
During Last
Fiscal Year

($)
Randy A. Ramlo United Pension Plan 25 381,261$                -$                         

Dianne M. Lyons United Pension Plan 26 299,057                  -                           

Scott McIntyre Jr. United Pension Plan 35 (1) -                             168,916 (2)

Michael T. Wilkins United Pension Plan 24 290,549                  -                           

Barrie W. Ernst United Pension Plan 7 153,491                  -                           

Neal R. Scharmer United Pension Plan 15 181,251                  -                             

Number of Years 
Credited Service

(#)

  

(1) The maximum number of years allowed under the Plan for computation of benefits is 35. Mr. McIntyre had more than 35 years of service 
with us. 

(2) Until his death on October 6, 2009, Mr. McIntyre received normal benefit payments totaling $151,616 for 2009. Following his death, Mr. 
McIntyre’s wife received death benefits totaling $17,300 for 2009. 

The pension plan uses average annual compensation for a participant for the five highest consecutive years for 
which that participant was paid as a participant. The pension plan uses only salary to determine the average annual 
compensation, excluding bonuses and other forms of compensation. Under federal law, the maximum salary that can 
be considered is $245,000. The Internal Revenue Service adjusts this limit annually based on the Consumer Price 
Index. 

The pension plan provides an annual benefit equal to the sum of 1.25 percent of five year average annual 
compensation plus 0.5 percent of average annual compensation in excess of covered compensation, multiplied by 
the lesser of years of service or 35 years. Covered compensation is determined by reference to the Social Security 
taxable wage base. The valuation method and all material assumptions used to determine the present value of the 
current accrued benefit for each named executive officer is disclosed in greater detail under “Company-Sponsored 
Benefit Plans – Retirement Plans.” 

The normal form of payment under the pension plan is a joint and 50 percent survivor annuity for a participant who 
is married on the annuity starting date and a life annuity for a participant who is unmarried. Participants may elect to 
receive a monthly pension over the participant’s life or a term of up to 20 years or, if the actuarial equivalent of the 
annuity is $10,000 or less, in the form of cash. The amount of monthly pension benefits varies depending upon the 
term of payments elected by the participant, but the payments are in each case the actuarial equivalent of the normal 
form of payment. 
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Normal retirement age under the pension plan is 65; the earliest time a participant may retire under the plan without 
any benefit reduction due to age. Participants may elect early retirement at age 55, with a reduction of benefits of 6 
percent for each year the participant retires after age 55 and before age 60 and a reduction of benefits of 4 percent 
for each year the participant retires after age 60 and before age 65. 

NONQUALIFIED DEFERRED COMPENSATION 

The following table provides information about the participation by each of our named executive officers in the 
United Fire & Casualty Company Nonqualified Deferred Compensation Plan. 

Nonqualified Deferred Compensation – 2009 

Name

Executive 
Contributions

in 2009
($) (1)

Aggregate 
Earnings
in 2009

($)

Aggregate
Withdrawals /
Distributions

($)

Aggregate Balance 
at 12/31/2009

($) (2)

Randy A. Ramlo 10,000$                    604$                         -$                              16,763$                    

Dianne M. Lyons -                                339                           -                                6,498                        

Scott McIntyre Jr. -                                -                                -                                -                                

Michael T. Wilkins -                                -                                -                                -                                

Barrie W. Ernst 8,470                        3,567                        -                                72,417                      

Neal R. Schamer -                                -                                -                                -                                
  

(1) All amounts reported in this column were reported as part of either the “Base Salary” or the “Non-Equity Incentive Plan Compensation” 
reported in the Summary Compensation Table on page 33 of this proxy statement. 

(2) All amounts reported in this column were reported as compensation in our Summary Compensation Tables for current or previous reporting 
years. 

The deferred compensation plan permits our executives at the vice president level or higher the opportunity to save a 
portion of their direct compensation for retirement. Executives must make a deferral election at least six months 
prior to the end of the applicable year or, for newly eligible executives, within 30 days of attaining eligible status. 
We do not make contributions to the deferred compensation plan. 

Under the plan, we credit amounts deferred to notational accounts for the deferring executive. We determine the 
interest rate credited on these notational accounts annually, based on a reasonable rate of return, using the rate of 
return on our own investment portfolio as a guide. 

The plan requires us to make payments to the deferring executive in a single lump sum or in annual installments 
over a period of years selected by the executive, not to extend beyond the year in which the participant reaches age 
75. 

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL  

We employ all of our employees, including our named executive officers, “at will,” without employment contracts 
or severance agreements. We do not have a pre-defined involuntary termination severance plan or policy for 
employees, including the named executive officers. Upon the termination of employment for any reason, our named 
executive officers will receive compensation and benefits pursuant to the same plans and arrangements that are 
available generally to all salaried employees. Such plans and arrangements do not discriminate in scope, terms or 
operation in favor of our named executive officers. The information in the following table describes the 
compensation that would be payable under specific circumstances if our named executive officers’ employment had 
terminated on December 31, 2009.  
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Potential Payments Upon Termination Or Change In Control – 2009 

Randy A. Ramlo
Defined Benefit Pension Plan (2) $ -              $ 383,932   $ -              $ -              
Annual Incentive Plan (3)(4) -              -              -              -              
Stock Option Awards (5)(6) 10,900     10,900     10,900     10,900     
Restricted Stock Awards (7) -              -              -              -              
Employee Stock Ownership Plan (8) 27,325     27,325     27,325     27,325     
Deferred Compensation Plan (9) 16,763     16,763     16,763     16,763     

Total Payable: $ 54,987     $ 438,919   $ 54,987     $ 54,987     
Dianne M. Lyons

Defined Benefit Pension Plan (2) $ -              $ 276,722   $ -              $ -              
Annual Incentive Plan (3)(4) 12,500     -              12,500     12,500     
Stock Option Awards (5)(6) 5,036       5,036       5,036       5,036       
Restricted Stock Awards (7) -              -              -              -              
Employee Stock Ownership Plan (8) 21,418     21,418     21,418     21,418     
Deferred Compensation Plan (9) 6,498       6,498       6,498       6,498       

Total Payable: $ 45,452     $ 309,674   $ 45,452     $ 45,452     
Scott McIntyre Jr. (10)

Defined Benefit Pension Plan $ 17,300     $ N/A $ N/A $ N/A
Annual Incentive Plan -              N/A N/A N/A
Stock Option Awards -              N/A N/A N/A
Restricted Stock Awards -              N/A N/A N/A
Employee Stock Ownership Plan 119,228   N/A N/A N/A
Deferred Compensation Plan -              N/A N/A N/A

Total Payable: $ 136,528   $ N/A $ N/A $ N/A
Michael T. Wilkins

Defined Benefit Pension Plan (2) $ -              $ 289,720   $ -              $ -              
Annual Incentive Plan (3)(4) 13,500     -              13,500     13,500     
Stock Option Awards (5)(6) 1,058       1,058       1,058       1,058       
Restricted Stock Awards (7) -              -              -              -              
Employee Stock Ownership Plan (8) 28,706     28,706     28,706     28,706     
Deferred Compensation Plan (9) -              -              -              -              

Total Payable: $ 43,264     $ 319,484   $ 43,264     $ 43,264     
Barrie W. Ernst

Defined Benefit Pension Plan (2) $ 4,834       $ 162,396   $ 9,668       $ 9,668       
Annual Incentive Plan (3)(4) 12,500     -              12,500     12,500     
Stock Option Awards (5)(6) 11,120     11,120     11,120     11,120     
Restricted Stock Awards (7) -              -              -              -              
Employee Stock Ownership Plan (8) 5,456       5,456       5,456       5,456       
Deferred Compensation Plan (9) 50,692     50,692     50,692     50,692     

Total Payable: $ 84,602     $ 229,664   $ 89,436     $ 89,436     

Death Disability
Early

Retirement (1)
Change in
 Control

   

Table continues on the next page; table footnotes appear on the next page. 
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Potential Payments Upon Termination Or Change In Control – 2009 Cont. 

Neal R. Scharmer
Defined Benefit Pension Plan (2) $ -               $ 189,166    $ -               $ -               
Annual Incentive Plan (3)(4) -               -               -               -               
Stock Option Awards (5)(6) 4,760        4,760        4,760        4,760        
Restricted Stock Awards (7) -               -               -               -               
Employee Stock Ownership Plan (8) 12,378      12,378      12,378      12,378      
Deferred Compensation Plan (9) -               -               -               -               

Total Payable: $ 17,138      $ 206,304    $ 17,138      $ 17,138      

Early
Retirement (1)

Change in 
ControlDeath Disability

 
    

(1) At December 31, 2009, none of the named executive officers had achieved normal retirement age under our benefit plans. 
(2) Amounts in this row represent the amount that would have been payable to the named executive officer under the four termination scenarios 

shown. Any death benefits shown under the defined benefit pension plan are paid as an actuarial equivalent, joint and survivor annuity 
based on the named executive officer’s accrued early retirement benefit. Disability benefits shown represent a lump sum payable to the 
named executive officer. Any early retirement or change in control benefits shown represent annualized monthly life annuity payments 
payable to the named executive officer. 

(3) Upon termination of employment other than for death or retirement, a named executive officer participating in the annual incentive plan will 
receive payment under the plan for a particular year only if the officer was employed on the date the incentive plan payment is paid, 
typically in March of the following year. Mr. McIntyre did not participate in this plan. 

(4) If the annual incentive plan were terminated due to a change in control, subject to Company approval, a named executive officer would 
become vested in pro-rated amounts accrued under the plan up to the date of termination. 

(5) Upon termination of employment for any reason, all unvested options expire. The Board of Directors may, in its discretion, accelerate the 
vesting of unvested options. Amounts shown in this column are calculated using the fair market value of the stock underlying in-the-money 
vested options and in-the-money unvested options that would have become exercisable on December 31, 2009 if the Board of Directors had 
accelerated all unvested options. Upon termination of employment due to death or disability, all unexercised vested options remain 
exercisable up to one year from the date of death or disability or the expiration date of the grant, whichever is earlier. Upon termination of 
employment for any reason other than death or disability, all unexercised vested options remain exercisable up to 30 days after termination 
or the option expiration date, whichever occurs first. 

(6) Upon a change in control, all unvested options become exercisable. Amounts shown in this column assume acceleration of all unvested 
options and are calculated using fair market value of the stock underlying in-the-money vested options and in-the-money unvested options 
that would have become exercisable because of a change in control. 

(7) In the event of death, disability, retirement or a change in control, none of the restricted stock shares previously issued to any of our named 
executive officers would have vested as of December 31, 2009. 

(8) Upon termination of employment due to death, disability, retirement or a change in control, named executive officers with five years of 
eligible service become vested in and entitled to the accumulated benefit maintained by the ESOP on their behalf. Amounts shown in this 
column reflect the accumulated ESOP benefit for each named executive officer as of December 31, 2009. 

(9) Upon termination of employment, a named executive officer will receive a distribution of all amounts deferred under the plan (including 
earnings on the amounts deferred) in which the named executive officer is vested. Named executive officers are vested 40 percent if they 
have less than five years of service, 70 percent if they have five or more and less than ten years of service, and 100 percent if they have ten 
years of service. Notwithstanding the foregoing, named executive officers are 100 percent vested upon reaching age 59½, becoming 
disabled before payments begin, or upon a change in control of United Fire or a change in ownership of a substantial portion of our assets. 
Mr. Ramlo and Ms. Lyons are 100 percent vested in the amounts they have deferred under the plan. Mr. Ernst is 70 percent vested in the 
amounts he has deferred under the plan. Mr. McIntyre did not; and Messrs. Scharmer and Wilkins do not participate in the plan. 

(10) Scott McIntyre Jr. passed away on October 6, 2009. At December 31, 2009, Mr. McIntyre’s widow received, or was entitled to receive, 
death benefits in the amounts indicated for each benefit plan shown. Mr. McIntyre did not participate in our Annual Incentive Plan or our 
Deferred Compensation Plan. Mr. McIntyre did not hold any in-the-money stock options (either vested or subject to accelerated vesting) or 
restricted stock awards at the time of his death.  
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS 

The following table sets forth information as of March 22, 2010, with respect to the ownership of United Fire’s 
$3.33⅓ par value common stock by principal security holders.  

Title of Class 
Name and Address 

of Beneficial Owner 

Amount and 
Nature of 
Beneficial 
Ownership Percent of Class 

Common 

 

Dee Ann McIntyre 
1218 Bishops Lodge Road 
Santa Fe, New Mexico 87501-1099  

3,548,338 (1) 13.46  % 

Common 

 

Dimensional Fund Advisors LP 
1299 Ocean Avenue 
Santa Monica, California 90401  

2,216,134 (2) 8.33   

Common 

 

Advisory Research, Inc. 
180 North Stetson, Suite 5500 
Chicago, Illinois 60601  

2,023,738 (3) 7.61   

Common 

 

EARNEST Partners LLC 
75 Fourteenth Street, Suite 2300 
Atlanta, Georgia 30309  

1,750,133 (4) 6.60   

Common 

 

BlackRock, Inc. 
40 East 52nd Street 
New York, New York 10022  

1,708,145 (5) 6.42   

   

(1) Based on Form 4 filed with the SEC on March 19, 2010. 
(2) Based on Schedule 13G (Amendment No. 2) filed with the SEC on February 8, 2010. 
(3) Based on Schedule 13G (Amendment No. 1) filed with the SEC on February 12, 2010. 
(4) Based on Schedule 13G (Amendment No. 8) filed with the SEC on February 9, 2010. 
(5) Based on Schedule 13G filed with the SEC on January 29, 2010. 
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SECURITY OWNERSHIP OF MANAGEMENT 

The following table sets forth certain information regarding the beneficial ownership of our $3.33⅓ par value 
common stock as of March 22, 2010, with respect to each of our directors, our named executive officers, and all of 
our directors and executive officers as a group. 

As of March 22, 2010, we had 26,366,814 shares of $3.33⅓ par value common stock outstanding. Except as 
otherwise indicated, each of the stockholders listed in the following table has sole voting and investment power over 
the shares beneficially owned. 

Common Christopher R. Drahozal                 849,003 (2) 3.22 %

Common Barrie W. Ernst                   31,489 (3) 0.12

Common Jack B. Evans                   30,114 (4) *  

Common Thomas W. Hanley                   13,869 (5) *

Common Douglas M. Hultquist                     3,000 (6) *

Common Dianne M. Lyons                   24,097 (7) 0.09

Common Casey D. Mahon                   17,150 (8) *

Common Scott McIntyre Jr.                             - (9) *

Common George D. Milligan                     5,874 (10) *

Common James W. Noyce                     1,000 (11) *

Common Mary K. Quass                   11,866 (12) *

Common Randy A. Ramlo                   40,285 (13) 0.15

Common John A. Rife                 104,652 (14) *

Common Neal R. Scharmer                   12,508 (15) 0.05

Common Kyle D. Skogman                   18,416 (16) *

Common Michael T. Wilkins                 467,132 (17) 1.77

Common Frank S. Wilkinson Jr.                   19,559 (18) *
Common All directors and officers as a group 

(includes 49 persons)
             1,836,132 6.96 %

Percent
of ClassTitle of Class Name of Beneficial Owner

Amount and Nature of 
Beneficial Ownership (1)

 
* Indicates directors with ownership of less than 1% percent. 
   

(1) Except as otherwise indicated, each person has sole voting and investment power with respect to the number of shares indicated. The 
inclusion in this table of any shares as beneficially owned does not constitute admission of beneficial ownership. 

(2) Includes 2,674 shares held jointly by Mr. Drahozal and his wife; 243,086 held individually by Mr. Drahozal’s wife; 74,714 shares held in 
accounts for the benefit of Mr. Drahozal’s children; 519,863 shares held by the McIntyre Foundation, for which Mr. Drahozal’s wife 
serves as one of four directors; and 8,666 stock options that are exercisable by Mr. Drazohal on or before sixty (60) days from the date of 
this proxy statement. None of Mr. Drahozal’s shares are pledged as security. 

(3) Includes 4,382 shares held in a Company 401(k) account for Mr. Ernst’s benefit; 261 shares held in an ESOP account for Mr. Ernst’s 
benefit; 500 shares held individually by Mr. Ernst’s wife; and 26,346 stock options that are exercisable by Mr. Ernst on or before sixty 
(60) days from the date of this proxy statement. None of Mr. Ernst’s shares are pledged as security. 

(4) Includes 21,950 shares held individually by Mr. Evans; 674 shares held in an individual retirement account for Mr. Evans’ benefit; 2,024 
shares held in an IRA account for the benefit of Mr. Evans’ wife; and 5,466 stock options that are exercisable by Mr. Evans on or before 
sixty (60) days from the date of this proxy statement. None of Mr. Evans’ shares are pledged as security. 
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(5) Includes 203 shares held individually by Mr. Hanley; 5,000 shares held in an individual retirement account for Mr. Hanley’s benefit; and 
8,666 stock options that are exercisable by Mr. Hanley on or before sixty (60) days from the date of this proxy statement. None of Mr. 
Hanley’s shares are pledged as security. 

(6) Includes 1,000 shares held individually by Mr. Hultquist and 2,000 stock options that are exercisable by Mr. Hultquist on or before sixty 
(60) days from the date of this proxy statement. None of Mr. Hultquist’s shares are pledged as security. 

(7) Includes 438 shares held individually by Ms. Lyons, 1,110 shares held in an ESOP account for Ms. Lyons’ benefit and 22,549 options 
that are exercisable by Ms. Lyons on or before sixty (60) days from the date of this proxy statement. None of Ms. Lyons’ shares are 
pledged as security. 

(8) Includes 6,884 shares held individually by Ms. Mahon; 1,000 shares held in an individual retirement account for Ms. Mahon’s benefit; 
and 9,266 stock options that are exercisable by Ms. Mahon on or before sixty (60) days from the date of this proxy statement. None of 
Ms. Mahon’s shares are pledged as security. 

(9) Mr. McIntyre passed away on October 6, 2009. 
(10) Includes 3,874 shares held individually by Mr. Milligan and 10,466 options that are exercisable by Mr. Milligan on or before sixty (60) 

days from the date of this proxy statement. None of Mr. Milligan’s shares are pledged as security. 
(11) Includes 1,000 shares held individually by Mr. Noyce. None of Mr. Noyce’s shares are pledged as security. 
(12) Includes 1,200 shares held individually by Ms. Quass and 10,666 options that are exercisable by Ms. Quass on or before sixty (60) days 

from the date of this proxy statement. None of Ms. Quass’ shares are pledged as security. 
(13) Includes 2,074 shares held individually by Mr. Ramlo; 700 shares held jointly by Mr. Ramlo and his wife; 350 shares held individually by 

Mr. Ramlo’s wife; 1,425 shares held in an ESOP account for Mr. Ramlo’s benefit; and 35,736 options that are exercisable by Mr. Ramlo 
on or before sixty (60) days from the date of this proxy statement. None of Mr. Ramlo’s shares are pledged as security. 

(14) Includes 22,561 shares held jointly by Mr. Rife and his wife; 745 shares held individually by Mr. Rife’s wife; 3,846 shares held in an 
ESOP account for Mr. Rife’s benefit; and 77,500 options that are exercisable by Mr. Rife on or before sixty (60) days from the date of 
this proxy statement. None of Mr. Rife’s shares are pledged as security. 

(15) Includes 115 shares held in a Company 401(k) account for Mr. Scharmer’s benefit; 637 shares held in an ESOP account for Mr. 
Scharmer’s benefit; and 11,756 options that are exercisable by Mr. Scharmer on or before sixty (60) days from the date of this proxy 
statement. None of Mr. Scharmer’s shares are pledged as security. 

(16) Includes 200 shares held in an individual retirement account for Mr. Skogman’s benefit; 670 shares held in a simplified employee pension 
account for Mr. Skogman’s benefit; 8,630 shares held jointly by Mr. Skogman and his wife; 500 shares held by Mr. Skogman’s wife; 150 
shares held in an individual retirement account for the benefit of Mr. Skogman’s wife; and 8,266 options that are exercisable by Mr. 
Skogman on or before sixty (60) days from the date of this proxy statement. None of Mr. Skogman’s shares are pledged as security. 

(17) Includes 2,748 shares held individually by Mr. Wilkins; 241,741 shares held in the United Fire Group Employee Stock Ownership Plan 
for which Mr. Wilkins serves as one of two plan trustees (only 1,499 of these plan shares are held for Mr. Wilkin’s benefit); 202,058 
shares held in the United Fire Group Pension Plan for which Mr. Wilkins serves as one of two plan trustees; and 20,585 options that are 
exercisable by Mr. Wilkins on or before sixty (60) days from the date of this proxy statement. None of Mr. Wilkins’ shares are pledged as 
security. 

(18) Includes 9,893 shares held jointly by Mr. Wilkinson and his wife and 9,666 options that are exercisable by Mr. Wilkinson on or before 
sixty (60) days from the date of this proxy statement. None of Mr. Wilkinson’s shares are pledged as security. 

RECENT SALES OF UNREGISTERED SECURITIES 

On December 16, 2009, we issued 110 shares of common stock to four employees. All of the shares issued were 
issued as service awards in reliance upon an exemption from the registration requirements of the Securities Act of 
1933 pursuant to Section 4(2) of the Securities Act of 1933 without payment of underwriting discounts or 
commissions to any person. 

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS 

We have a stock plan that authorizes United Fire to grant incentive stock options, nonqualified stock options, 
restricted stock, and stock appreciation rights to acquire 1,900,000 shares of United Fire common stock with 
919,525 authorized shares available for future issuance at December 31, 2009. The plan is administered by the 
Board of Directors. The Board has the authority to determine which employees (including affiliate company 
employees) will receive incentive stock options, and which employees (including affiliate company employees) and 
persons to whom offers of employment have been extended will receive nonqualified stock options, stock awards, 
and stock appreciation rights. The Board also has authority to determine when plan awards will be granted and the 
terms and conditions of those awards. The Board may also take any action it deems necessary and appropriate for 
the administration of the plan. Stock options are granted to buy shares of our common stock at the market value of 
the stock on the date of grant. Stock options granted to date vest and are exercisable in installments of 20 percent of 
the number of shares covered by the option award each year from the grant date. To the extent not exercised, 
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installments shall accumulate and be exercisable by the optionee, in whole or in part, in any subsequent year 
included in the option period, but not later than ten (10) years from the grant date. Stock options have historically 
been granted free of charge to eligible recipients as designated by the Board of Directors.  

We have a nonqualified nonemployee director stock option and restricted stock plan that authorizes United Fire to 
grant restricted stock and nonqualified stock options to purchase 150,000 shares of United Fire’s common stock with 
70,003 shares available for future issuance at December 31, 2009. The Board has the authority to determine which 
nonemployee directors receive options and restricted stock, when options and restricted stock shall be granted, the 
option price, the option expiration date, the date of grant, the vesting schedule of options and restricted stock or 
whether the shares shall be immediately vested, the terms and conditions of options and restricted stock (other than 
those terms and conditions set forth in the plan) and the number of shares of common stock to be issued pursuant to 
an option agreement or restricted stock agreement. The Board may also take any action it deems necessary and 
appropriate for the administration of the plan. 

Options outstanding and options available for future grant under our equity compensation plans at December 31, 
2009, are displayed in the following table: 

Equity Compensation Plan Information – 2009  

(A)
Number of Securities 
to be Issued Upon 

Exercise of 
Outstanding 

Options, Warrants 
and Rights

(B)
Weighted-Average 

Exercise Price of 
Outstanding Stock 
Options, Warrants 

and Rights

Equity Compensation Plans Approved by 
Security Holders

Nonqualified Stock Plan

Incentive Stock Options 793,969  $                30.98 

Restricted Stock Awards 19,464 33.43

Employee Service Stock Awards 565 19.11

Plan Total 813,433 31.03 918,960 (1)

Nonqualified Nonemployee Director Stock 
Option and Restricted Stock Plan

79,997 33.45 70,003 (2)

Total All Plans 893,430  $              31.25 988,963

(C)
Number of Securities 

Remaining Available for 
Future Issuance Under 
Equity Compensation 

Plans (Excluding 
Securities Reflected in 

Column (A))

 
  

(1) All of the securities remaining available for issuance under this plan may be issued as either restricted stock, stock options or stock 
appreciation rights, or any combination thereof. 

(2) All of the securities remaining available for issuance under this plan may be issued as either restricted stock or stock options, or any 
combination thereof. 

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 

Section 16(a) of the Securities Exchange Act of 1934 (the Exchange Act), as amended, requires the Company’s 
directors, executive officers, and persons who own more than ten percent of a registered class of the Company’s 
equity securities (collectively “Reporting Persons”) to file initial reports of ownership and reports of changes in 
ownership of the Company’s common stock and other equity securities with the SEC. SEC regulations require us to 
identify in this proxy statement any Reporting Person who filed a required report late during the most recent 
calendar year. Based solely on our review of copies of reports filed under Section 16(a) and written representations 
made to us by Reporting Persons, we believe that all applicable filing requirements were complied with for the fiscal 
year ended December 31, 2009 with the following exceptions. One late Form 4 report reflecting one transaction, the 
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April 23, 2009 allocation of shares through our ESOP, was filed on May 19, 2009, for each of the following 
individuals: Ms. Lyons and Messrs. Conner, Ernst, Hutchins, McIntyre, Ramlo, Rife, Scharmer and Wilkins. Due to 
delayed communication from the broker, the Form 4 report reflecting Mr. Skogman’s December 15, 2009 stock 
purchase was filed one day late. Form 5 filings were made on February 12, 2010, for Mr. Rife and Mr. Wilkins 
disclosing the May 20, 2009 change of plan trustee for our defined benefit pension plan and our ESOP from Mr. 
Rife to Mr. Wilkins. 

MISCELLANEOUS 

CODE OF ETHICS 

The Board of Directors has adopted a Code of Ethics and Business Conduct that applies to all of our officers, 
directors, and employees. Copies of the United Fire Group® Code of Ethics and Business Conduct can be obtained 
free of charge by writing to Investor Relations c/o United Fire Group, P.O. Box 73909, Cedar Rapids, Iowa 52407-
3909, or on our public website, www.unitedfiregroup.com by selecting “Investor Relations,” then “Corporate 
Governance” and then “Code of Ethics.” The Code of Ethics and Business Conduct establishes procedures regarding 
the reporting of a violation of the code. 

COMMUNICATING WITH THE BOARD OF DIRECTORS 

Concerns and Complaints 

United Fire has adopted a process for stockholders to send communications to our Board of Directors. Individuals 
wishing to communicate directly with our Board of Directors regarding issues of concern to our Company can do so 
on our website, www.unitedfiregroup.com by selecting “Investor Relations” and then “Corporate Governance,” 
toll free by telephone at 1-877-256-1056, or by writing to the Audit Committee – Confidential c/o United Fire 
Group, P.O. Box 73909, Cedar Rapids, Iowa 52407-3909. Our Vice President / General Counsel / Corporate 
Secretary, Neal R. Scharmer, and Audit Committee Chair, Thomas W. Hanley, are responsible for reviewing and 
reporting such communications to our Board of Directors. If requested by the reporting individual, and to the extent 
possible, all communications with our Board of Directors are kept strictly confidential. 

Stockholder Proposals and Director Nominations 

Stockholder proposals to be considered for inclusion in the proxy statement and form of proxy relating to the 2011 
Annual Meeting of Stockholders must be received not less than 120 days prior to the date we first sent our proxy 
materials for our 2010 Annual Meeting. As a result, such proposals, including director nominations, must be 
received no later than the close of business on December 21, 2010. All proposals will need to comply with Rule 14a-
8 of the Exchange Act, which lists the requirements for the inclusion of stockholder proposals in company-
sponsored proxy materials. Proposals must be delivered to our Corporate Secretary at United Fire & Casualty 
Company, Attn: Corporate Secretary, P.O. Box 73909, Cedar Rapids, Iowa 52407-3909.  

Any stockholder proposal that is not submitted for inclusion in next year’s proxy statement under SEC Rule 14a-8, 
but is instead sought to be presented directly at our 2011 Annual Meeting, must be received at our principal 
executive offices not less than 45 days prior to the date we first sent our proxy materials for our 2010 Annual 
Meeting. As a result, such proposals, including director nominations, must be received no later than the close of 
business on March 5, 2011. Proposals must be delivered to our Corporate Secretary at United Fire & Casualty 
Company, Attn: Corporate Secretary, P.O. Box 73909, Cedar Rapids, Iowa 52407-3909. SEC Rules permit 
management to vote proxies in its discretion in certain cases if the stockholder does not comply with this deadline, 
and in certain other cases notwithstanding the stockholder’s compliance with this deadline. 

DELIVERY OF ONE SET OF ANNUAL MEETING MATERIALS TO STOCKHOLDERS IN A SINGLE 
HOUSEHOLD 

SEC rules permit companies and intermediaries such as brokers to satisfy delivery requirements for proxy 
statements and annual reports to stockholders with respect to two or more stockholders sharing the same address by 
delivering a single proxy statement and annual report to stockholders addressed to those stockholders. This process, 
commonly referred to as “householding,” provides cost savings for companies. We and some brokers household 
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proxy materials and annual reports to stockholders unless contrary instructions have been received from the affected 
stockholders. Once you have received notice from us, your broker, or other designated intermediary that they will be 
householding materials to your address, householding will continue until you are notified otherwise or until you 
revoke your consent. If, at any time, you no longer wish to participate in householding and would prefer to receive a 
separate proxy statement and annual report to stockholders, please notify your broker, or notify us by calling our 
transfer agent at (800)-542-1061, or write to: Householding Department, 51 Mercedes Way, Edgewood, New York 
11717, and include your name, the name of your broker or other nominee, and your account number(s).  

Stockholders who currently receive multiple copies of the proxy statement or annual report to stockholders at their 
address and would like to request “householding” of their communications should contact their broker or, if a 
Stockholder is a registered holder of shares of common stock, he or she should submit a written request to or call 
Householding Department, 51 Mercedes Way, Edgewood, New York 11717; (800)-542-1061.  

Upon written or oral request to us, we will provide you a copy of the proxy statement and annual report to 
stockholders. If you are currently receiving multiple copies of our proxy statement or annual report to stockholders, 
and you wish to receive only a single copy, you may make that request by contacting us. Upon written or oral 
request, we will promptly deliver a separate copy of the proxy statement and annual report to stockholders at a 
shared address to which a single copy was delivered. To contact us, you may write to or call United Fire Group, 
Stockholder Relations Department, P.O. Box 73909, Cedar Rapids, Iowa 52407-3909, (319) 399-5700. 

ELECTRONIC AVAILABILITY OF PROXY MATERIALS 

Electronic versions of our annual proxy statement and 2009 Annual Report to Stockholders are available on our 
public website, www.unitedfiregroup.com by selecting “Investor Relations” and then “Reports / Proxy.” 

OTHER MATTERS 

Management knows of no other matters that will be brought before the meeting, but if other matters properly come 
before the meeting, the persons named in the enclosed proxy, or their substitutes, will vote in accordance with their 
best judgment on such matters. 
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® 

United Fire & Casualty Company 
118 Second Avenue SE 

Cedar Rapids, Iowa 52407-3909 
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