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NOTICE OF ANNUAL MEETING
FAIRMONT FARMERS MUTUAL INSURANCE COMPANY

You are hereby notified that the 123rd Annual Meeting of the
Fairmont Farmers Mutual Insurance Company will be held:

TUESDAY, MARCH 27, 2012 - 10:00AM

Knights of Columbus Hall ~ 920 East 10th Street
Fairmont, Minnesota

for the purpose of hearing reports, the election of directors for terms
of three (3) years and to conduct any other business that may come
before said meeting.

The three-year terms of the following directors expire at this meeting:

Harold “Bocky” Borchardt, Welcome, Minnesota
Richard Viesselman, Trimont, Minnesota

Alan Brudelie, Lewisville, Minnesota

In accordance with the Articles of Incorporation of the Fairmont
Farmers Mutual Insurance Company, nominations for director must be
filed with the manager at the home office at Fairmont, MN in writing
at least 15 days prior to the March 27 Annual Meeting. The purpose
of the meeting is for the election of officers and transacting such other
business as may properly come before said meeting.

A member may cast his or her vote in person or through proxy. The
Secretary has made Proxies available at the Fairmont Farmers Mutual
Insurance Company home office located at 1285 Highway 15 South,
Fairmont, Minnesota. Proxies must be filed with the Secretary a
minimum of five (5) working days prior to the meeting. The Proxies
will automatically terminate at the conclusion of the meeting for which
authorized.

Coffee and cookies will be served following the Annual Meeting and
door prizes will be awarded.

Ronald Malchow, Secretary
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WHY A 
MUTUAL
COMPANY?
What is a “Mutual 
Insurance Company?”

A mutual insurance company
is simply one that is owned by
its policyholders rather than
stockholders.  Ownership is
mutually shared among those
who purchase the company’s
products. In most cases,
management of a mutual
company is directed by a
board of directors, all of whom
are policyholders of the
company.  The board selects a
president and chief executive
officer to oversee day-to-day
operations of the company.

In a mutual company,
members (or policyholders)
share risks.  Insurance
premiums are collected into a
fund from which claims and
other expenses are paid.
Income for the company is
generated from two sources:

• Premium surplus (This is the
“profit” generated by a
mutual insurance company
after selling policies and
paying claims and expenses.)

Check Out Our New and Improved
Website! We have updated the 
Fairmont Farmers Mutual 
website found at 
www.fairmontfarmersmutual.net.
Remember to check it out!

continued on page 2
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• Investment income (This is the increased value of stocks, bonds, and other securities
that are purchased with a portion of the premium income).

Should a mutual company ever cease operations, the policyholders would share in a distribution
of any net assets or surplus.

Why is Fairmont Farmers Mutual Insurance Company a “Mutual Insurance Company?”

Fairmont Farmers Mutual Insurance Company was founded more than a century ago on a
cooperative structure, in which farmers organized to share the risk and cost of fire damage to
their individual farms. Under this structure, business decisions are always made to the ultimate
benefit of the policyholders – not stockholders.

While the mutual model precludes the company from raising capital through sale of stock, it also
frees a mutual insurance company from the often short-term concerns of stockholders. Decisions
regarding costs, investments, growth, and policy terms are always made in such a way as to
strengthen the company’s ability to meet its financial obligations to its members. Any financial
surplus can be invested in the company (i.e. to hire more staff, purchase new technology, expand
to new markets, etc.), rather than paying it to the company’s stockholders in the form of dividends.

The management and members of Fairmont Farmers Mutual Insurance Company believe that the
mutual insurance model keeps the focus where it needs to be—on the interests of the policyholders.

INLAND MARINE COVERAGE
Computers, jewelry, guns, sports equipment, antiques and
recreational vehicles such as snowmobiles are just a few
items that can be insured under Inland Marine or Special
Property coverage. This coverage is designed to insure
specific high value items for which you may desire a
broader coverage than what is offered as part of your
household goods or farm personal property coverage. 

A few examples of inland marine claims that we have
recently incurred are dropped or damaged computers,
cameras that have been dropped or gotten wet, collision
or overturn of ATV’s or snowmobiles, damage to boat
motors from hitting a rock, and loss of a diamond from
a ring. This coverage also gives you the ability to have
coverage in excess of what is provided in the base policy
for certain property and may have a deductible that is
different from your base policy. 

If you currently have this coverage for jewelry, etc., you
should seriously consider obtaining a new and current
appraisal because you may be underinsured. The recent
increase in gold prices may make a difference in the
value of your jewelry. The opposite may be true for
electronics as they have decreased in cost in the past
years. As with all of your coverages, it is important to
review your policies to make sure they reflect any recent
changes you have made and that your property is
insured to the appropriate value.

If you have questions regarding the Inland Marine
coverage, please contact your agent.

2012 MAFMIC
SCHOLARSHIP
APPLICATION
In the year 2000, an educational
scholarship fund was established
by the Board of Directors of the
Minnesota Association of Farm
Mutual Insurance Companies
(MAFMIC). These scholarship
funds are available to Minnesota
high school graduating seniors
who qualify, according to an
established set of eligibility
guidelines which are listed on the
back of the application. You can
find a copy of the application on
our website:
www.fairmontfarmersmutual.net.
You can also contact your agent
or Fairmont Farmers Mutual to
obtain a copy. 

If you have a high school senior,
be sure to get your copy of the
2012 application and eligibility
guidelines now. These applications
should be sent to the MAFMIC
Scholarship Selection Committee
and must be postmarked by
March 15 to qualify. Don’t delay.
Apply now!

Why a Mutual Company? continued from page 1
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WEATHER VS. INSURANCE
It is no secret that the weather patterns are changing. Is the change caused by global warming,
solar flares or historical weather patterns repeating themselves? If you have the answer, there
are a lot of people that would like to know! It probably won’t surprise you to learn that 2011
was a record year for natural disasters in the United States. According to the Insurance
Information Institute, insurance companies will pay more than $32 billion in claims to help
people rebuild homes and businesses damaged or destroyed by natural disasters in 2011.

The frequency and severity of violent weather has increased in recent years and has not been
isolated to Minnesota, the Midwest, or for that matter, the United States. There have been
numerous natural disasters around the world that have received extensive coverage by the
news media. Hurricanes tend to garner a lot of headlines, but thunderstorms throughout the
United States consistently produce large scale losses. The years 2008 through 2011 are the
most expensive years on record for damage caused by severe weather. This has resulted in
insured losses in excess of $10 billion per year for the years of 2008, 2009 and 2010. Minnesota
had 552 reports of severe weather from January through October in 2011 which brought
damages in excess of $32 billion, and we all know that the storms did not stop. The winter
weather brings its own set of problems and has caused many roof collapses in addition to all
the other winter weather-related losses.

The principle of insurance is the sharing of risk. When you purchase an insurance policy you
are sharing your losses or potential losses with all the other policyholders of the company.
Fairmont Farmers Mutual, in turn, buys reinsurance to protect against losses just as you do.
Through reinsurance, the insurance companies share this risk with other insurers. 

The number and severity of disasters worldwide has resulted in increased reinsurance costs.
This, in addition to increased costs of repair and the frequency and severity of storms, has
resulted in increased loss and reinsurance costs for Fairmont Farmers Mutual. We are working
to maintain our overhead costs while continuing to provide the service that you expect.
Fairmont Farmers Mutual will have no choice but to make some rate increases, but will remain
competitive in the marketplace. 

DISAPPEARING DEDUCTIBLES
Fairmont Farmers Mutual has made, and continues to make, every effort to provide the coverage
needed at a competitive price in the market. A way you can help control your insurance costs is
to increase your deductible. The deductible is the portion of a claim that is your responsibility. 

Most of our policyholders go many years without a claim and the premium savings that result
from purchasing a higher deductible can more than offset the deductible itself. Fairmont Farmers
Mutual has a “disappearing” deductible. This program reduces your deductible by 10% for each
year you are claim free, starting after the second year you are claim free and increases to a
maximum of 50%. An example would be if you increase your policy deducible from $500 to
$1,000 and you have had no claims for five years, your deductible would actually be $500. In
this case, you would have the premium savings and still have a $500 deductible. If you have a
claim, the deductible would go back to $1,000 and the disappearing deductible would start
over again.

If you have questions regarding your deductible or the premium saving for increasing your
deductible, please contact your agent.
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