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Dividend Reinvestment Plan

 The Company maintains a dividend reinvestment and common stock purchase plan which provides 
stockholders with the option of reinvesting cash dividends in additional shares of the Company�s common stock.  
Participants may also purchase additional shares of common stock without incurring broker commissions by making 
optional cash contributions to the plan, and may sell shares of common stock through the plan.  Employers Mutual 
did not participate in this plan in 2010, 2009 or 2008.  Activity under the plan was as follows: 

Year ended December 31,
2010 2009 2008

Shares available for purchase, beginning of year ��� 175,609 182,141    188,973    
Shares purchased under the plan ��������� (6,226) (6,532)      (6,832)      
Shares available for purchase, end of year ����� � 169,383 175,609  182,141

Range of purchase prices ����������� � 20.48$      20.44$      20.93$
           to            to            to

23.62$      22.62$      29.75$

Stock Appreciation Right (SAR) agreement 

 On October 19, 2006, Employers Mutual entered into a stock appreciation rights (SAR) agreement with the 
Company�s Executive Vice President and Chief Operating Officer (Mr. Murray).  This SAR agreement is a 
substitute for an incentive stock option grant Mr. Murray was initially authorized to receive as part of his 2006 
compensation arrangement, but was not issued to him due to certain limitations contained in Employers Mutual�s 
incentive stock option plan.  The grant-date fair value of this award was $546,300.  Because the SAR agreement will 
be settled in cash, it is considered to be a liability-classified award under ASC Topic 718.  As a result, the value of 
this agreement must be re-measured at fair value at each financial statement reporting date, subject to a minimum 
fair value of $318,825 stipulated in the SAR agreement.  The fair value of this agreement at December 31, 2010, 
2009 and 2008 was $318,825 ($95,648 for the Company).  The full value of this agreement was expensed in 2006 
because Mr. Murray was eligible for retirement and was entitled to keep the award at retirement.  As a result, the 
award did not have any subsequent service requirements.  Subsequent changes in the fair value of this agreement 
will be reflected as compensation expense until the agreement is ultimately settled in 2016.  During 2010, 2009 and 
2008, the Company did not recognize any compensation expense related to this award as the fair value of the award 
did not change.   

Stock Repurchase Plan

 On March 10, 2008, the Company�s Board of Directors authorized a $15,000,000 stock repurchase program.  
On October 31, 2008, the Company�s Board of Directors announced an extension of the stock repurchase program, 
authorizing an additional $10,000,000.  This program became effective immediately and does not have an expiration 
date.  The timing and terms of the purchases are determined by management based on market conditions and are 
conducted in accordance with the applicable rules of the Securities and Exchange Commission.  Common stock 
purchased under this program is being retired by the Company.  During 2010, the Company repurchased 244,400 
shares of its common stock at an average cost of $21.67 per share.  Since the inception of the repurchase program 
the Company has repurchased 980,533 shares of common stock at a cost of $23,148,435, leaving $1,851,565 
available for the repurchase of additional shares. 





110 

GLOSSARY 

Assumed Reinsurance - When one or more insurers, in exchange for a share of the premium, accepts responsibility 
to indemnify risk underwritten by another as reinsurance.  See �Reinsurance.�      

Catastrophe and Storm Losses - Losses from the occurrence of an earthquake, hurricane, explosion, flood, hail 
storm or other similar event which results in substantial loss.   

Ceded Reinsurance - The transfer of all or part of the risk of insurance loss from an insurer to another as 
reinsurance.  See �Reinsurance.� 

Combined Ratio - A measure of property/casualty underwriting results.  It is the ratio of claims, settlement and 
underwriting expenses to insurance premiums.  When the combined ratio is under 100%, underwriting results are 
generally profitable; when the ratio is over 100%, underwriting results are generally unprofitable.  Underwriting 
results do not include net investment income, which may make a significant contribution to overall profitability.   

Deferred Policy Acquisition Costs - The capitalization of commissions, premium taxes and other expenses related 
to the production of insurance business.  These costs are deferred and amortized in proportion to related premium 
revenue.   

Excess of Loss Reinsurance - Coverage for the portion of losses which exceed predetermined retention limits.   

Generally Accepted Accounting Principles (GAAP) - The set of practices and procedures that provides the 
framework for financial statement measurement and presentation.  Financial statements in this report were prepared 
in accordance with U.S. GAAP.

Incurred But Not Reported (IBNR)  � An estimate of liability for losses that have occurred but not yet been 
reported to the insurer.  For reinsurance business IBNR may also include anticipated increases in reserves for claims 
that have previously been reported. 

Incurred Losses and Settlement Expenses - Claims and settlement expenses paid or unpaid for which the 
Company has become liable for during a given reporting period.   

Loss Reserve Development - A measure of how the latest estimate of an insurance company’s claim obligations 
compares to an earlier projection.  This is also referred to as the increase or decrease in the provision for insured 
events of prior years.   

Net Investment Income - Dividends and interest earned during a specified period from cash and invested assets, 
reduced by related investment expenses.   

Net Investment Yield - Net investment income divided by average invested assets.   

Other-Than-Temporary Investment Impairment Loss � A realized investment loss that is recognized when an 
investment�s fair value declines below its carrying value and the decline is deemed to be other-than-temporary.   

Pooling Agreement - A joint underwriting operation in which the participants assume a predetermined and fixed 
interest in the premiums, losses, expenses and profits of insurance business.  
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