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NOTICE TO DEFEND 
 
 

AMENDED COMPLAINT – CIVIL ACTION 



 
NOTICE 

 
You have been sued in court.   If you wish to defend against the 
claims set forth in the following pages, you must take action 
within twenty (20) days after this complaint and notice are 
served, by entering a written appearance personally or by 
attorney and filing in writing with the court your defenses or 
objections to the claims set forth against you.  You are warned 
that if you fail to do so the case may proceed without you and a 
judgment may be entered against you by the court without 
further notice for any money claimed in the complaint of for any 
other claim or relief requested by the plaintiff.  You may lose 
money or property or other rights important to you.  
 
 
 
 
You should take this paper to your lawyer at once.  If you do not 
have a lawyer or cannot afford one, go to or telephone the office 
set forth below to find out where you can get legal help. 
 

 
 

Philadelphia Bar Association 
Lawyer Referral 

and Information Service 
One Reading Center 

Philadelphia, Pennsylvania  19107 
(215) 238-6333 

TTY (215) 451-6197 

AVISO 
 

Le han demandado a usted en la corte.  Si usted quiere 
defenderse de estas demandas expuestas en las paginas 
siguientes, usted tiene veinte (20) dias de plazo al partir de 
la fecha de la demanda y la notificacion.  Hace falta 
ascentar una comparencia escrita o en persona o con un 
abogado y entregar a la corte en forma escrita sus defensas 
o sus objeciones a las demandas en contra de su persona.  
Sea avisado que si usted no se defiende, la corte tomara 
medidas y puede continuar la demanda en contra suya sin 
previo aviso o notificacion.  Ademas, la corte puede decider 
a favor del demandante y requiere que usted cumpla con 
todas las provisiones de esta demanda.  Usted puede perder 
dinero o sus propiedades u otros derechos importantes para 
usted.  
 
Lleve esta demanda a un abogado immediatamente.  Si no 
tiene abogado o si no tiene el dinero suficiente de pagar tal 
servicio.  Vaya en persona o llame por telefono a la oficina 
cuya direccion se encuentra escrita abajo para averiguar 
donde se puede conseguir asistencia legal. 
 

Asociacion De Licenciados  
De Filadelfia 

Servicio De Referencia E 
Informacion Legal 

One Reading Center 
Filadelfia, Pennsylvania  19107 

(215) 238-6333 
TTY (215) 451-6197 
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AMENDED CLASS ACTION AND DERIVATIVE COMPLAINT – CIVIL ACTION 

 
OCL Corporation (“Plaintiff”), by and through its undersigned counsel, for its Amended 

Class Action and Derivative Complaint, alleges upon personal knowledge with respect to itself, 

and upon information and belief as to all other matters set forth herein, as follows: 

NATURE OF THE ACTION 

1. This is a class and derivative action on behalf of the policyholder-members of 

Harleysville Mutual Insurance Company (“Harleysville Mutual”) arising from the proposed 
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acquisition by Nationwide Mutual Insurance Company (“Nationwide”) of Harleysville Mutual 

and its direct and indirect subsidiaries (collectively, “Harleysville”). 

2. Harleysville Mutual’s principal direct subsidiary is Harleysville Group Inc. 

(“Harleysville Group”), a public company in which Harleysville Mutual owns a controlling 

53.4% interest. 

3. Under the terms of the proposed acquisition (the “Proposed Merger”), 

Harleysville Mutual’s policyholder-members will become policyholders and members of 

Nationwide, but will receive no cash payment or other compensation for their ownership interest 

in Harleysville Mutual or its 53.4% stake in Harleysville Group and other substantial assets.  By 

contrast, the minority shareholders of Harleysville Group will receive approximately $840 

million in cash, yielding them an extraordinary 137% merger premium – more than four times 

the average of other recent insurance industry merger transactions.    

4. While the Proposed Merger does not pay any cash consideration to Harleysville 

Mutual policyholder-members, its terms do greatly benefit the members of the Harleysville 

Mutual board of directors (the “Board”), each of whom holds large numbers of shares, restricted 

stock, and/or options in Harleysville Group, and who collectively will receive a payout of 

approximately $41.6 million in cash from these interests if the Proposed Merger proceeds. 

5. Had the merger premium obtained from Nationwide been fairly allocated pro rata 

to Harleysville Mutual based on its current 53.4% controlling interest in Harleysville Group and 

other assets, Harleysville Mutual policyholder-members would have received over $300 million. 

6. A fair, pro rata allocation of the merger premium, however, would have cut the 

payout personally received by the members of the Harleysville Mutual Board by more than half. 
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7. The preliminary proxy statement on Schedule 14A (the “Proxy”) filed by 

Harleysville Group with the Securities and Exchange Commission (“SEC”) on December 23, 

2011 documents the deeply flawed process by which the Proposed Merger was negotiated – a 

process dominated by conflicted members of management focused on maximizing the value of 

their Harleysville Group shares, assisted by legal and financial advisors with longstanding ties to 

management. 

8. As detailed in the Proxy, the Board made no effort to adopt effective procedural 

protections, such as the appointment of a committee of disinterested directors with a clear 

mandate to negotiate on behalf of unaffiliated stakeholders, assisted by independent advisors.  

Rather, after all material terms of the Proposed Merger had been negotiated, the Board appointed 

a “special committee” of two directors who together stand to personally gain nearly $900,000 

from the wrongful diversion of merger consideration, and they selected as their advisors a law 

firm and investment banking firm that had previously been retained by management to perform 

other work for Harleysville. 

9. As set forth in the Proxy, among the competing offers rejected by management 

and the Board was an offer that would have paid Harleysville Mutual’s policyholder-members 

$250,000,000 in recognition of the value that was being taken from them through the sale.  The 

Board and management rejected this offer in favor of the Nationwide offer – which allowed them 

to direct all cash proceeds to the class of shares owned by them.   

10. The Proxy further demonstrates the unfairness of the merger price allocation at 

the heart of this action:  by every measure of value used by the financial advisor selected by 

Harleysville itself to opine on the fairness of the Proposed Merger to the minority shareholders of 

Harleysville Group, the merger consideration paid to the minority far exceeds the high end of the 
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range of fair value.  The Board’s own financial advisor thus confirms that the Board has 

structured the Proposed Merger to pay itself more than was paid in any relevant precedent 

transaction, more than any comparable company valuation would justify, and more than any 

reasonable discounted cash flow analysis would support.  The reason the members of the Board 

were able to get such an extraordinary deal for themselves is simple: the deal they approved 

misappropriated most of the value and all of the cash consideration belonging to Harleysville 

Mutual’s members and redirected it to the minority shares held by themselves. 

11. The decision by the directors of Harleysville Mutual to approve a transaction in 

which the minority shares in Harleysville Group they hold receive the entire merger premium, 

and in which no cash payment is allocated to Harleysville Mutual’s controlling interest in 

Harleysville Group or other assets, is fundamentally unfair to Harleysville Mutual’s 

policyholder-members and constitutes manifest self-dealing. 

12. For these reasons, and as further set forth below, Plaintiff seeks to enjoin the 

distribution of the Proposed Merger consideration to which Plaintiff and other policyholder-

members of Harleysville Mutual are entitled and impose a constructive trust thereon.  Plaintiff 

further seeks damages as a result of the breaches of duty alleged herein. 

PARTIES AND VENUE 

13. Plaintiff OCL Corporation is a Delaware corporation with its principal place of 

business in New Castle, Delaware.  Plaintiff became a policyholder and member of Harleysville 

Mutual under a policy effective July 15, 2005 and has at all times subsequent remained a 

member of Harleysville Mutual and a policyholder of Harleysville Mutual or one of its 

subsidiaries.  The relevant contractual provisions establishing Plaintiff’s status as a member of 

Harleysville Mutual are annexed hereto as Exhibit A. 
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14. Defendant Harleysville Mutual is a Pennsylvania mutual insurance company with 

its principal place of business in Harleysville, Pennsylvania.    

15. Defendant Michael L. Browne became president and chief executive officer 

(“CEO”) of Harleysville Mutual and CEO of Harleysville Group in February 2004. He has been 

a director of Harleysville Mutual since 2003 and is also a director of Harleysville Group. 

16. Defendant W. Thacher Brown has been a director of Harleysville Mutual since 

1994 and is also a director of Harleysville Group.  

17. Defendant G. Lawrence Buhl has been a director of Harleysville Mutual since 

2005 and is also a director of Harleysville Group. 

18. Defendant Nicholas DeBenedictis has been a director of Harleysville Mutual 

since 2005.   

19. Defendant Ellen M. Dunn has been a director of Harleysville Mutual since 2007.  

20. Defendant Michael L. Lapeyrouse has been a director of Harleysville Mutual 

since 2002.  

21. Defendant Jerry S. Rosenbloom has been a director of Harleysville Mutual since 

1995 and is also a director of Harleysville Group.  

22. Defendant William W. Scranton III has been a director of Harleysville Mutual 

since 1999 and has been non-executive chairman of the Harleysville Mutual Board since 2004.  

He is also a director of Harleysville Group and non-executive chairman of its Board. 

23. Defendant William E. Storts has been a director of Harleysville Mutual since 

2001 and is also a director of Harleysville Group.  

24. The defendants listed in paragraphs 15 through 23 are referred to herein 

collectively as the “Director Defendants”. 
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25. Harleysville Mutual regularly conducts business in this County, this action is 

upon a policy of insurance issued by Harleysville Mutual, and according to the Proxy, a 

substantial number of the acts giving rise to the claims at issue in this action occurred in this 

County.  Accordingly, venue is appropriate in this Court pursuant to subdivisions (a)(2), (a)(3), 

and (b)(1) of Pennsylvania Rule of Civil Procedure 2179.  

FACTUAL BACKGROUND 

A. The History, Business and Organizational Structure of Harleysville 

26. Harleysville was originally organized in 1915 to provide a fund to recover or 

replace stolen cars belonging to its members, and assumed the name Harleysville Mutual 

Insurance Company in 1956. 

27. Today, Harleysville is engaged in the property and casualty insurance business in 

the United States and underwrites a broad array of personal and commercial coverages, marketed 

primarily in the eastern and midwestern United States through independent insurance agencies.  

28. Harleysville is a leading “super-regional” provider of insurance products and 

services for small and midsized businesses and individuals, and ranks among the top 60 U.S. 

property/casualty insurance groups based on net premiums written.   

29. In 2010, Harleysville had net income (as reported on the Combined Annual 

Statement for Harleysville Mutual and Subsidiaries) of $124.9 million on premiums earned of 

$1.095 billion, and net surplus (a measure of net asset value widely used in the insurance 

industry) of $1.3 billion. 

30. Harleysville Group was established in 1979 as a wholly-owned subsidiary of 

Harleysville Mutual.  An approximately 30% interest in Harleysville Group was sold to the 

public in an initial public offering (“IPO”) in 1986.  As of November 30, 2011, Harleysville 

Mutual owned approximately 53.4% of the outstanding shares of Harleysville Group.   
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31. Based on the $25.33 closing price of Harleysville Group shares on September 22, 

2011, the last trading day before merger discussions were publicly reported, the minority, 

publicly-traded shares representing a 46.6% interest in Harleysville Group had a total market 

value of $320.3 million. 

32. In addition to its controlling interest in Harleysville Group, Harleysville Mutual 

writes insurance and conducts other operations directly and through wholly-owned subsidiaries 

(collectively, the “Parent Businesses”).   

33. The Parent Businesses represent a substantial portion of Harleysville’s overall 

operations, and pursuant to an intercompany pooling arrangement among Harleysville Mutual, 

Harleysville Group, and their respective property/casualty subsidiaries (the “Pooling 

Arrangement”), Harleysville Mutual is allocated a 20% participation in the pool on account of 

policies written directly and through its wholly-owned subsidiary, Harleysville Pennland 

Insurance Co.   

34. Harleysville Mutual also writes life insurance policies through its wholly-owned 

subsidiary, Harleysville Life Insurance Co., and provides insurance-related services though a 

third wholly-owned subsidiary, Harleysville Services Inc. 

35. Harleysville’s organization structure is reflected in the following chart: 
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B. Management and Control of Harleysville 

36. Harleysville Mutual and Harleysville Group conduct their operations jointly 

through the Pooling Arrangement, a management agreement, and other cost-allocation 

agreements. 

37. Through Harleysville Mutual’s ownership of approximately 53.4% of the 

outstanding shares of Harleysville Group, Harleysville Mutual exercises control over 

Harleysville Group.  As disclosed in Harleysville Group’s public filings with the SEC, 

Harleysville Group is categorized as a “controlled company” under NASDAQ Stock Market 

listing rules, and Harleysville Mutual’s controlling interest allows it to unilaterally determine the 

outcome of any shareholder vote at Harleysville Group. 

38. Harleysville Mutual, as a Pennsylvania mutual insurance company, has members 

in lieu of stockholders, and such members are generally treated in the same manner as 

stockholders of a stock corporation, as provided by 15 Pa.C.S. § 2102(c).  Among other rights, 

Plaintiff and the other members of Harleysville Mutual have the authority to elect directors and 

receive payment of dividends declared by Harleysville Mutual.  Pursuant to 15 Pa.C.S. § 2126, 
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they are also entitled to receive payment of the net assets of Harleysville Mutual upon 

liquidation.   

39. Harleysville Mutual is governed by a nine-member Board comprised of the 

Director Defendants.  Harleysville Group is governed by an eight-member Board that largely 

overlaps with the Harleysville Mutual Board, as reflected by the following table: 

 Harleysville 
Mutual 

Harleysville 
Group 

Michael L. Browne X X 
Barbara A. Austell  X 
W. Thacher Brown X X 
G. Lawrence Buhl X X 
Nicholas DeBenedictis X  
Ellen M. Dunn X  
Mirian M. Graddick-Weir  X 
Michael L. Lapeyrouse X  
Jerry S. Rosenbloom X X 
William W. Scranton III X X 
William E. Storts X X 

 
40. As further discussed below, each member of the Harleysville Mutual Board owns 

substantial numbers of publicly-traded shares, restricted stock and/or options in Harleysville 

Group, and the value of these interests far exceeds their interest in Harleysville Mutual as 

policyholder-members. 

C. The Terms of the Proposed Merger  

41. On September 29, 2011, Harleysville and Nationwide announced their entry into 

the Proposed Merger.  Under the terms of the Agreement and Plan of Merger governing the 

Proposed Merger (the “Merger Agreement,” Exhibit B hereto), Nationwide has agreed that it 

would pay $60.00 per share in cash (the “Minority Merger Price”) for the minority publicly-

traded shares of Harleysville Group and for all outstanding options, restricted stock, and similar 

interests in Harleysville Group.   
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42. The Merger Agreement further provides that Harleysville Mutual policyholder-

members would become policyholders and members of Nationwide, but receive no cash payment 

or other consideration on account of their ownership interest in Harleysville Mutual. 

43. The Proposed Merger would be effected through the merger of Harleysville 

Mutual with and into Nationwide, with Nationwide continuing as the surviving entity, and by the 

merger of Nationals Sub, Inc., a wholly-owned subsidiary of Nationwide, with and into 

Harleysville Group, with Harleysville Group surviving as a wholly-owned subsidiary of 

Nationwide. 

44. News reports concerning the Proposed Merger first circulated on September 23, 

2011, nearly a week before the Proposed Merger was announced, and immediately resulted in a 

23.6% increase in the trading price of Harleysville Group shares.  The last unaffected closing 

price of Harleysville Group’s shares prior to the public report of merger discussions, on 

September 22, 2011, was $25.33.  The $60.00 Minority Merger Price thus represented a 137% 

merger premium.   

45. The proposed transactions are subject to approval by the policyholder-members of 

Harleysville Mutual and Nationwide, the Pennsylvania Insurance Department, the Ohio 

Department of Insurance, and various other regulatory bodies.  According to the Proxy, subject 

to the receipt of all necessary approvals, the Proposed Merger is expected to close in the first half 

of 2012. 

D. The Proposed Merger Misappropriates Harleysville Mutual’s 
Share of the Merger Premium – Worth over $300 Million – to 
Harleysville Mutual’s Directors and Other Minority Shareholders 

46. While Harleysville Mutual owns a majority, controlling interest in Harleysville 

Group and also owns other substantial assets, the Proposed Merger will provide no payment to 

Harleysville Mutual or its policyholder-members; members’ interests in Harleysville Mutual 
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would be converted directly into member interests in Nationwide with no premium or other 

consideration for their ownership of Harleysville Mutual or its control of Harleysville Group. 

47. Rather, the entire cash consideration to be paid by Nationwide – $839.5 million  – 

would be paid to the minority shareholders of Harleysville Group and management, providing 

them a 137% premium to the trading price of their shares immediately before merger 

negotiations were first reported, representing a total merger premium of over $508 million.   

48. The Proposed Merger thus treats identical shares very differently: the minority, 

publicly-traded shares held by the members of the Harleysville Boards and Harleysville senior 

management will receive an extraordinary cash merger premium; the majority interest in the 

same shares held by Harleysville Mutual will not participate at all in the merger premium to be 

paid by Nationwide. 

49. The allocation of the Proposed Merger consideration is thus indefensible on 

economic grounds: while it is well established that control shares have greater value than 

minority shares, the Proposed Merger diverts the full merger premium to the minority shares held 

by Harleysville Mutual’s directors and management.   

50. The effect of this diversion is to greatly enrich the Director Defendants at the 

direct expense of Harleysville Mutual’s policyholder-members. 

51. Had the merger premium obtained from Nationwide been fairly allocated pro rata 

to Harleysville Mutual based on its current 53.4% controlling interest in Harleysville Group 

(reduced to 49.2% on a pro forma basis as a result of accelerated vesting of options, restricted 

stock and restricted stock units through the Proposed Merger), together with its separate 20% 

participation under the Pooling Arrangement, Harleysville Mutual policyholder-members would 

have been entitled to receive 59.4% of the total merger premium – approximately $302 million. 
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52. By misappropriating the entire merger premium paid by Nationwide to the 

minority shares in which they own a substantial interest, however, the Director Defendants have 

more than doubled their anticipated payout from the Proposed Merger – increasing their 

collective personal profits from the transaction from approximately $20 million to more than $41 

million. 

53. The gain from the diversion is particularly substantial for Harleysville’s CEO, 

Defendant Michael Browne, due to his large holdings of out-of-the-money stock options that 

would have profited only modestly from a fairly-allocated merger premium.  Under the terms of 

the Proposed Merger, his profit from the transaction is nearly two and one-half times what it 

would have been based on a fair allocation. 

54. The effect of the unfair allocation for each of the Director Defendants is set forth 

in the following table: 

 Shares and 
Restricted 

Stock 
Owned 

Options 
Owned 

Value at 
Minority 

Merger Price 
($60.00/share) 

Value if Pro 
Rata Premium 

Allocation 
($39.10/share) 

Gain 
From 

Diversion 
Michael L. Browne 224,653 557,235 $28,258,933 $11,917,474 $16,341,459 
W. Thacher Brown 55,681 7,500 $3,614,835 $2,294,352 $1,320,483 
G. Lawrence Buhl 13,147  $788,820 $514,048 $274,772 
Nicholas DeBenedictis 28,707  $1,722,420 $1,122,444 $599,976 
Ellen M. Dunn 7,641  $458,460 $298,763 $159,697 
Michael L. Lapeyrouse 10,239 2,500 $714,340 $448,095 $266,245 
Jerry S. Rosenbloom 43,590 7,500 $2,889,375 $1,821,594 $1,067,781 
William W. Scranton III 17,229 7,500 $1,307,715 $790,879 $516,836 
William E. Storts 30,129  $1,807,740 $1,178,044 $629,696 
Total (All Directors) 431,016 582,235 $41,562,638 $20,385,693 $21,176,946 
Total (Outside Directors) 206,363 25,000 $13,303,705 $8,468,218 $4,835,487 
 

55. The wrongful nature of the Director Defendants’ diversion of the merger premium 

entirely to the minority shares owned by them and senior management is further demonstrated by 

the fact that the valuation assigned to the minority shares of Harleysville Group owned by the 

Director Defendants in the Proposed Merger cannot be justified by any recognized measure of 
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valuation.  Indeed, Harleysville’s own financial advisor determined that the price to be paid for 

the minority shares substantially exceeded the top of the range of fair values by each of the ten 

methodologies it used to value Harleysville.   

56. As is typical of valuation analyses of this kind, the prominent financial advisor 

retained by Harleysville to perform a valuation analysis, Keefe, Bruyette & Woods, Inc. 

(“KBW”), used a variety of standard methodologies: (1) comparable companies analysis, in 

which the merger price for the subject company is compared to the trading price of selected peer 

companies, (2) precedent transactions analysis, in which the merger price for the subject 

company is compared to prior transactions in which similar companies were sold, (3) discounted 

cash flow analysis, in which the subject company is valued based on assumptions regarding its 

future profitability, and (4) historical premiums paid analysis, in which the merger premium for 

the subject transaction is compared to the premiums paid in precedent merger transactions.  See 

Proxy at 47-51 

57. Here, every measure shows that the Minority Merger Price far exceeds the fair 

value of the minority shares, as shown on the following chart: 



 - 15 - 

30‐Day Market Premium

1‐Day Market Premium

            Est. 12M Ended Dec. 31, 2013 GAAP
          Op. Net Inc./Share Terminal Multiple

      Est. Dec. 31, 2013 GAAP
BV/Share Terminal Multiple

LTM GAAP Operating Net Inc./Share

Most Recent Quarter‐End
          Rep. GAAP BV/Share

Company Management 2012E EPS

2012E First Call Consensus EPS

2011E First Call Consensus EPS

Rep. June 30, 2011 GAAP BV/Share

Implied Per Share Values

Minority Merger Price

Pro Rata Premium Allocation
Selected
Publicly 
Traded 

Companies

Analysis

Selected 
Precedent 
M&A Trans.
Analysis

Discounted
Cash Flow

Analysis

Historical
Premiums 

Paid
Analysis

 
58. This kind of transaction price is truly unprecedented: it shows that the Proposed 

Merger price to be paid to the minority cannot be justified by any recognized valuation analysis.  

The Director Defendants were able to obtain this kind of payout from Nationwide only because 

they required Nationwide to pay them for the value attributable to Harleysville Mutual’s majority 

interest in Harleysville Group and its wholly-owned Parent Businesses.   

59. By contrast, as reflected by the dashed line in chart above, a fair, pro rata 

allocation of the merger premium – yielding a merger price of $39.10 – would have delivered a 

value in line with the majority of the valuation ranges calculated by KBW. 

60. KBW’s analysis is further supported by the analysis performed by Plaintiff of the 

merger premium to be paid here in relation to the premiums paid in other merger transactions.   
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61. Of the 262 completed mergers reported in the FactSet Mergerstat database over 

the past two years, the 137% Proposed Merger premium over Harleysville Group’s trading price 

five days pre-announcement (which captures the run-up after merger discussions were first 

reported on September 23) would be the fifth largest – thus ranked in the top 2% of all deals – 

and is more than four times the average reported premium of 34%.   

62. Similarly, of the 119 completed merger transactions in the insurance industry 

reported in the FactSet Mergerstat database since 1995, the 137% premium here would rank as 

the second largest, and is also more than four times the average premium of 29%.   

63. The extraordinary nature of the premium that the Harleysville Mutual directors 

appropriated to themselves is further illustrated graphically by comparison to the merger 

premiums obtained in other transactions: 
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64. Instructively, neither Harleysville Mutual nor its advisors have attempted to 

justify the allocation of all cash merger consideration to the minority shares of Harleysville 

Group as a fair economic allocation.  Rather, they disregard the ownership interests of 

Harleysville Mutual’s members, and instead focus on the asserted benefits of the Proposed 

Merger to Harleysville Mutual’s members as policyholders.   

65. In a letter to the Pennsylvania Insurance Commissioner dated November 17, 

2011, for example, Harleysville’s general counsel asserted that the Proposed Merger was fair to 

Harleysville Mutual members based on Nationwide’s larger net surplus, higher A.M. Best rating, 

“more diverse set of financial products and services,” its operation of a “national independent 

agency distribution network,” and the fact that Harleysville Mutual members “will continue as 

members of a non-stock mutual insurance company with similar membership rights.”  He made 
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no reference to Harleysville Mutual members’ ownership interest in Harleysville Mutual, or to 

them receiving fair compensation for their economic stake in Harleysville. 

66. Similarly, in a public filing providing talking points about the Proposed Merger, 

Harleysville attempted to justify the Proposed Merger as providing a benefit to policyholders 

because “they will now be offered a broader portfolio of insurance, financial, and banking 

products and services” and “will enjoy the full backing of Nationwide’s financial strength,” 

stating that “[w]hile Harleysville has approximately $1.3 billion of surplus, the combined 

companies will have approximately $13.5 billion of surplus after the merger is complete.”    

Harleysville Group Form 8-K, filed Oct. 11, 2011, Ex. 99.1, at 1. 

67. The financial advisor retained to analyze the fairness of the Proposed Merger to 

Harleysville Mutual policyholder-members, Griffin Financial Group, LLC (“Griffin”), similarly 

cited the fact that Nationwide had “an A.M. Best rating of A+, a significantly greater surplus, 

enhanced claims paying ability, enhanced lines of business, a broader array of products and 

services, improved competitive pricing, and a broadened agency force as contrasted with 

Harleysville on a stand alone basis.”  Proxy at 35. 

68. Griffin also sought to justify the Proposed Merger as fair to Harleysville Mutual 

members on the grounds that the legal rights of members under Ohio law are superior to those 

provided under Pennsylvania law in the event of demutualization or liquidation.  Id. at 37. 

69. Instructively, however, Griffin made no attempt to actually value the membership 

interests currently held by Harleysville Mutual members or compare them to the value of 

membership interests in Nationwide. 

70. Plaintiff’s preliminary analysis of the relative value of such interests indicates that 

the ownership rights of Harleysville Mutual members will be significantly impaired, because 
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Nationwide’s larger net surplus is more than offset by the far larger number of its member-

policyholders.1  Harleysville, by contrast, writes the majority of its insurance through 

subsidiaries to policyholders who are not members of Harleysville Mutual.  While definitive 

valuation of the relative worth of Harleysville Mutual and Nationwide member interests cannot 

be made on the basis of public information, analysis of net surplus per dollar in premiums earned 

for both companies indicates that the value of a member interest in Nationwide is substantially 

lower than the value of a member interest in Harleysville Mutual.  While Harleysville Mutual 

had $4.45 in net surplus per dollar in premiums earned in 2010, Nationwide had only $1.07 in 

net surplus per dollar in premiums earned in the same period.   

71. Thus, in addition to being wrongfully deprived on any part of the cash merger 

premium to be paid by Nationwide in the Proposed Merger, there is strong evidence that the 

value of Harleysville Mutual members’ interests would be affirmatively impaired through the 

transaction. 

E. The Process Leading to the Proposed Merger Was 
Dominated by Conflicted Members of Management 
and Focused on Maximizing the Payout to Them  

72. As required by SEC rules, the Proxy contains a detailed narrative of the 

negotiation process leading to the Proposed Merger.  As detailed in the Proxy, the manifestly 

unfair terms of the Proposed Merger resulted from a deeply flawed process dominated by 

conflicted members of management who focused on maximizing the value of their Harleysville 

Group shares, assisted by legal and financial advisors with longstanding ties to management. 

73. While the Proxy repeatedly asserts concern for “all of the constituencies of the 

Company and Harleysville Mutual, including stockholders, policyholders, employees, agents and 
                                                 

1  The number of each company’s policyholder-members does not appear to be publicly disclosed.  
Accordingly, the amount of premiums paid by policyholder-members is used as a proxy. 
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the communities in which the Company and Harleysville Mutual and their respective insurance 

subsidiaries operate,” Proxy at 24-25, the actual process reflects a paramount focus on 

maximizing the payout to management and the Director Defendants. 

74. According to the Proxy, the discussions between Harleysville and Nationwide 

leading to the Proposed Merger began in early 2011.  After initial meetings between the 

companies’ respective chairmen and CEOs in which Nationwide advised it “would be willing to 

consider paying some premium over the market price for the shares held by the public 

stockholders of the Company,” Nationwide sent Harleysville a letter indicating its interest “in a 

transaction that would involve the payment of $55 per share in cash to the public stockholders of 

the Company.”  Id. at 25-26. 

75. In the period following receipt of Nationwide’s offer, the parties’ respective 

investment bankers held discussions regarding “their respective preliminary views of the 

valuation of the Company.”  Id. at 26. 

76. In none of these discussions, as reported in the Proxy, was there any reference to 

concern for the interests of Harleysville Mutual’s policyholder-members – the sole focus was 

what “the public stockholders” of Harleysville Group – including management and the Board – 

would receive. 

77. In a meeting on April 27, 2011, the Proxy reports that the Harleysville Mutual 

Board “suggested that such negotiations focus on Harleysville Mutual and its constituencies, 

including policyholders, employees, agents, the communities in which Harleysville does 

business, the potential impact of a transaction on the Harleysville brand and other related issues.”  

Id.  Instructively, however, the first meeting to discuss such issues with Nationwide did not occur 

until July 14, more than 2 1/2 months later.  Id. at 29. 
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78. The priority given by the Director Defendants and management to their own 

interests is reflected by their directives to Harleysville’s principal financial advisor, Credit Suisse 

Securities (USA) LLC (“Credit Suisse”) following “two days of annual offsite strategic planning 

meetings” in June 2011.  According to the Proxy, the Harleysville Mutual and Harleysville 

Group Boards identified a list of objectives that they “emphasized to management and to Credit 

Suisse . . . must be met and satisfied” and further “directed that these objectives be conveyed to 

the three parties (and any other party) considering a potential transaction for Harleysville . . . .”  

Id. at 27-28.  The first objective on the list was: “maximize value for the public stockholders of 

the Company,” id. at 27 (emphasis added).   

79. The Harleysville Mutual Board thus resolved that maximizing the payout to the 

minority stockholders of Harleysville Group – including themselves – should be the primary 

objective in the merger negotiations. 

80. Consistent with this focus on achieving maximum payout for the minority shares 

owned by management and the Director Defendants, the definitive offer letter later presented by 

Nationwide on August 9, described in detail in the Proxy, set forth ten key points, none of which 

made any reference to the interests of Harleysville Mutual members or policyholders.  Id. at 31. 

F. The Harleysville Mutual Board Rejected an Alternative Bid That 
Would Have Paid Harleysville Mutual Members $250 Million  

81. The Director Defendants’ self-dealing and misappropriation of value from 

Harleysville Mutual members are most clearly crystalized in their rejection of a competing bid 

from an unidentified bidder that would have paid Harleysville Mutual members $250,000,000. 

82. According to the Proxy, the transaction proposed by the bidder, referenced in the 

Proxy as “Company B,” would have paid $42 per share to minority shareholders of Harleysville 

Group, $250 million to Harleysville Mutual members, and certain additional payments to 
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management.  Id. at 33.  In addition, Harleysville Mutual members would have become members 

of Company B’s mutual holding company.  The total value of the payments offered by Company 

B was approximately $844 million – slightly more than the total consideration offered by 

Nationwide.  

83. However, rather than pursue negotiations over a competing proposal that would 

have paid hundreds of millions of dollars to Harleysville Mutual members (but proportionately 

less to themselves), the Director Defendants declined to pursue Company B’s proposal. 

84. As grounds for rejecting the Company B proposal, Harleysville’s financial 

advisor and management supplied a variety of rationales, including that it “was subject to the 

completion of a due diligence review,” that it “could take significantly longer to complete,” and 

that it did not set forth “specific protections” for Harleysville employees, the Harleysville 

“brand,” or Harleysville’s geographic reach post-merger.  Id. at 36.  Instructively, the “specific 

protections” for these interests provided by Nationwide extend for just twenty-four months after 

the closing.  See Proxy at 40. 

G. The Use of a Financially-Interested “Special Committee” 
Assisted by Advisors with Ties to Management Further 
Demonstrates a Profoundly Flawed Process   

85. Special committees of disinterested directors are today widely used to address 

conflicts of interests between insiders and unaffiliated stakeholders in merger transactions.  In 

the present case, however, the “special committee” formed in the course of negotiations over the 

Proposed Merger violates many of the recognized precepts of an effective special committee, 

further demonstrating the profoundly flawed process that led to the misappropriation of the 

Proposed Merger consideration from Harleysville Mutual’s members. 

86. First, the essential prerequisite of an effective special committee is that the 

members of the committee in fact be independent and disinterested.  Here, the committee was 
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comprised of Defendants DeBenedictis and Lapeyrouse, who would receive, respectively, 

$599,976 and $266,245 in personal profits from the wrongful diversion of merger consideration 

from Harleysville Mutual’s members.  See chart at paragraph 54, above.  The members of the 

committee purportedly acting to provide independent review of the Proposed Merger for the 

benefit of Harleysville Mutual’s members and other constituents thus had direct, personal 

interests in conflict with them.   

87. Second, special committees are deemed effective only when assisted by advisors 

of their own choosing, who do not owe allegiances to conflicted insiders.  Here, each of the 

advisors whom DeBenedictis and Lapeyrouse relied upon had prior ties to management. 

88. In the case of Griffin – hired by DeBenedictis and Lapeyrouse shortly before the 

Proposed Merger was announced “because of the prior relationship between Harleysville and 

Credit Suisse,” Proxy at 31 – the firm itself had, according to allegations by a former 

Harleysville employee, previously been retained by Harleysville and had provided substantial 

financial advisory services to it.  Similarly, the law firm hired by DeBenedictis and Lapeyrouse, 

Stevens & Lee, P.C., is affiliated with Griffin and, according to the former Harleysville 

employee, also previously performed legal services for Harleysville. 

89. The conduct of Griffin in advising DeBenedictis and Lapeyrouse whether the deal 

was fair to Harleysville Mutual raises further doubts as to its independence.  As noted above (at 

paragraphs 67 and 68), Griffin strikingly failed to perform any analysis of either the value of 

Harleysville Mutual or the value of the consideration received by it in the Proposed Merger.  

Rather, it concluded simply that because Nationwide is a larger company with a higher A.M. 

Best rating, and because Ohio law confers more legal rights on members than does the law of 

Pennsylvania, the Proposed Merger was fair to Harleysville Mutual’s members.   
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90. In addition to retaining new advisors who lacked independence, the Proxy makes 

clear that DeBenedictis and Lapeyrouse also relied on management’s advisors – Ballard Spahr 

LLP (“Ballard”) and Credit Suisse.  See Proxy at 33-38.  Given the recognized need for a special 

committee and for new advisors, their continued reliance on advisors with close ties to conflicted 

management is hard to explain.   

91. For a special committee to be effective, the committee must also be given a clear 

mandate and be empowered to bargain at arm’s length with the freedom to select from among the 

range of alternatives that an independent, disinterested board would have had available to it.  

Here, by contrast, the special committee was formed in August 2011, after four months of 

negotiations, at a point when the competing bidders had already been ruled out, and after an 

agreement in principle with Nationwide had been reached. 

92. In addition, DeBenedictis and Lapeyrouse apparently failed to retain their 

advisors for over a month after the committee was formed, waiting until early September – just 

weeks before the Proposed Merger was announced.  They further did not find the opportunity to 

adopt a charter until September 26 – just two days before the Merger Agreement was approved 

and signed. 

93. Thus, the “special committee” formed by the Director Defendants, purportedly to 

protect the interests of Harleysville Mutual members and other constituents, suffered from 

disabling flaws similar to those faced by the entire Board, and it entirely failed to conform to the 

recognized standards governing effective independent committees.   

H. The Proxy Discloses Additional Financial 
Benefits to Management and the Board  

94. In addition to the tens of millions of dollars diverted from Harleysville Mutual 

members to the Board through the Proposed Merger’s allocation of consideration, the Proxy 
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discloses that Harleysville management and the Board would profit from the Proposed Merger in 

additional respects.   

95. First, Nationwide agreed to establish an “advisory group” comprised of the 

directors of Harleysville Mutual and Harleysville Group, for which each Director Defendant will 

be paid $40,000 annually ($80,000 for the Chairman).  Proxy at 63. 

96. Second, for the asserted reason of avoiding certain tax liabilities, Harleysville has 

elected to accelerate payment of 2011 cash bonuses and the vesting of restricted stock and 

restricted stock units, thereby providing an early payout to Defendant Browne and other senior 

executives in anticipation of the later closing of the Proposed Merger.  Id. at 59-60. 

97. Third, Defendant Browne and other senior executives will receive a retention 

bonus payment equal to one or two years’ base salary and short-term incentives awards, payable 

12 to 24 months after the closing of the Proposed Merger.  Id. at 62-63.   

 
98. Briefly stated, there was no defensible basis for the Director Defendants’ decision 

to divert over $300 million in merger premium fairly owed to Harleysville Mutual and its 

members to the minority Harleysville Group shares owned by them, and their failure to provide 

any procedural protections for Harleysville Mutual members in light of the manifest conflict of 

interest they faced is simply inexcusable.  The Director Defendants’ approval of a transaction 

structure that favors their own interests at the expense of the members of Harleysville Mutual 

constitutes a manifest breach of the Director Defendants’ fiduciary duty of loyalty and renders 

the Proposed Merger fundamentally unfair.  

CLASS ACTION ALLEGATIONS 

99. Plaintiff brings this action as a class action pursuant to Rules 1701 et seq. of the 

Pennsylvania Rules of Civil Procedure, on behalf of itself and a Class comprised of all 
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Harleysville Mutual members, excluding Defendants and any person, firm, trust, corporation, or 

other entity related to or affiliated with any Defendant (the “Class”). 

100. This action is properly maintainable as a class action. 

101. The Class is so numerous that joinder of all members is impracticable.  Upon 

information and belief, Harleysville Mutual has thousands of policyholder-members, and they 

are therefore so numerous that it is impracticable to bring them all before this Court.   

102. Questions of law and fact common to the Class predominate over any question 

affecting only individual members of the Class, and include, among others: 

(a) Whether the terms of the Proposed Merger are fundamentally unfair; 

(b) Whether the Director Defendants breached their fiduciary duties in 

connection with the Proposed Merger; and 

(c) Whether Plaintiff and the other members of the Class will be irreparably 

harmed if the Proposed Merger is allowed to proceed. 

103. Plaintiff is committed to prosecuting this action and has retained competent 

counsel experienced in litigation of this nature.  Plaintiff’s claims are typical of the claims of the 

other members of the Class and Plaintiff has the same interests as the other members of the 

Class.  Accordingly, Plaintiff is an adequate representative of the Class and will fairly and 

adequately protect the interests of the Class. 

104. In view of the complexities of the issues and the expense of litigation, the separate 

claims of individual Class members are insufficient in amount to support separate actions. 

105. A class action provides a fair and efficient method for adjudication of the 

controversy at issue in this action.  The prosecution of separate actions by individual members of 

the Class would create the risk of (i) inconsistent or varying adjudications with respect to 
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individual members of the Class which would confront Defendants with incompatible standards 

of conduct, and (ii) adjudications with respect to individual members of the Class which would, 

as a practical matter, be dispositive of the interests of other members not party to the 

adjudications or substantially impair or impede their ability to protect their interests.   

106. Plaintiff anticipates that there will be no difficulty in the management of this 

litigation as a class action. 

107. Preliminary and final injunctive relief on behalf of the Class as a whole is 

appropriate because Defendants have acted on grounds generally applicable and causing injury to 

the Class. 

DEMAND EXCUSED 

108. If any of the claims set forth herein are determined to be claims that must be 

asserted derivatively, then Plaintiff asserts such claims derivatively pursuant to Section 1506 of 

the Pennsylvania Rules of Civil Procedure on behalf of Harleysville Mutual. 

109. Efforts were not made to secure enforcement by Harleysville Mutual of the claims 

asserted herein prior to the commencement of this action because Harleysville Mutual faces the 

prospect of irreparable injury from the closing of the Proposed Merger.  In the event that the 

Proposed Merger is permitted to close without entry of the injunction requested hereby, the 

merger consideration wrongfully diverted by Defendants will be paid to third parties from whom 

it cannot be recovered.  In addition, there is substantial uncertainty regarding the nature of the 

post-closing remedies available to Plaintiff, and limitations on the availability of such remedies 

may preclude full relief from Defendants after the consummation of the Proposed Merger. 

DISCLAIMER 

110. Plaintiff does not assert any claim in this action to the extent such claim would be 

inconsistent with the jurisdiction of the Insurance Department. 
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CLAIMS FOR RELIEF 

COUNT  I  
Direct Class Claim for Review of Contested Corporate Action 
and Equitable Relief on Grounds of Fundamental Unfairness 

 
111. Plaintiff repeats and realleges the foregoing paragraphs 1 through 110 as if fully 

set forth herein. 

112. Plaintiff seeks review of the validity of the Proposed Merger pursuant to 15 

Pa.C.S. §§ 1105 and 1793.  

113. The Proposed Merger unlawfully diverts merger consideration belonging to 

Plaintiff and the Class to the Director Defendants, Harleysville management, and other minority 

shareholders of Harleysville Group, and is therefore fundamentally unfair to Plaintiff and the 

Class.   

114. Unless enjoined by this Court, Defendants may consummate the Proposed 

Merger, subjecting Plaintiff and the Class to irreparable harm.   

115. Plaintiff and the Class have no adequate remedy at law.  

COUNT  II 
Direct Class Claim for Unjust Enrichment and Constructive Trust 

 
116. Plaintiff repeats and realleges the foregoing paragraphs 1 through 115 as if fully 

set forth herein. 

117. If the Proposed Merger is consummated, the Director Defendants, Harleysville 

management and other minority shareholders of Harleysville Group will be paid the merger 

consideration, a portion of which is lawfully due to Plaintiff and the other members of the Class.   

118. An equitable duty exists to convey that portion of the merger consideration to 

which Plaintiff and the other members of the Class are entitled, on the grounds that unjust 
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enrichment would result if the Director Defendants, Harleysville management and other minority 

shareholders are permitted to receive and retain it.   

119. Accordingly, in the event that the Proposed Merger is consummated, Plaintiff 

seeks the imposition of a constructive trust upon that portion of the merger consideration to 

which the Plaintiff and other members of the Class are lawfully entitled, and further seeks 

payment of such funds to Plaintiff and the Class. 

120. Plaintiff and the Class have no adequate remedy at law.  

COUNT  III 
Derivative Claim for Breach of Fiduciary Duty 

 
121. Plaintiff repeats and realleges the foregoing paragraphs 1 through 110 as if fully 

set forth herein. 

122. As directors of Harleysville Mutual, the Director Defendants owe a fiduciary duty 

of loyalty.     

123. As discussed herein, the Director Defendants have breached and continue to 

breach their fiduciary duty of loyalty by causing Harleysville Mutual to enter into the Merger 

Agreement on terms that benefit themselves and other members of management at the expense of 

Harleysville Mutual.  

124. As a result of the Director Defendants’ breaches of their fiduciary duties, 

Harleysville Mutual will suffer irreparable injury resulting from the diversion and payment of 

merger consideration to the Director Defendants and third parties to which Harleysville Mutual 

is lawfully entitled.   

125. Unless enjoined by this Court, the Director Defendants will continue to breach 

their fiduciary duties, and may consummate the Proposed Merger, subjecting Harleysville 

Mutual to irreparable harm.   
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126. Harleysville Mutual has no adequate remedy at law.  

PRAYER FOR RELIEF 

WHEREFORE, Plaintiff, on behalf of itself and the other members of the Class, and 

derivatively on behalf of Harleysville Mutual, demands judgment as follows: 

A. With respect to Counts I and II, declaring this action properly maintainable as a 

class action; 

B. Pursuant to the Declaratory Judgment Act, 42 Pa.C.S. §§ 7531-41, and Rule 1602 

of the Pennsylvania Rules of Civil Procedure, declaring (i) that the Proposed Merger is 

fundamentally unfair by reason of the allocation of all cash consideration to the minority shares 

of Harleysville Group, and (ii) that the Director Defendants have breached their fiduciary duty of 

loyalty by approving the Proposed Merger. 

C. Enjoining the distribution of Proposed Merger consideration to which Plaintiff 

and the Class are entitled and imposing a constructive trust thereon; 

D. Directing Defendants, jointly and severally, to account to Plaintiff and the Class 

for all damages suffered and to be suffered by them as a result of the wrongs complained of 

herein; 

E. Awarding Plaintiff the costs and disbursements of this action, including a 

reasonable allowance for the fees and expenses of Plaintiff’s attorneys and experts; and 

F. Granting Plaintiff and the other members of the Class such other and further relief 

as is just and equitable. 
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Dated:   December 27, 2011 
 

 
 
/s/ David Felderman                                 
David Felderman (ID No. 78889) 
Daniel J. Mirarchi (ID No. 85106) 
Mary Ann Giorno (ID. No. 92644) 
SPECTOR ROSEMAN 
KODROFF & WILLIS, P.C. 
1818 Market Street, Suite 2500 
Philadelphia, Pennsylvania  19103 
(215) 496-0300 (Telephone) 
(215) 496-6611 (Facsimile) 
dfelderman@srkw-law.com 
dmirarchi@srkw-law.com 
mgiorno@srkw-law.com  
 
WOHL & FRUCHTER LLP 
Ethan D. Wohl 
(admitted pro hac vice) 
570 Lexington Avenue, 16th Floor 
New York, New York  10022 
(212) 758-4000 (Telephone) 
(212) 758-4004 (Facsimile) 
ewohl@wohlfruchter.com 
 
Attorneys for Plaintiff and the Proposed Class 
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EXHIBIT B 



AGREEMENT AND PLAN OF MERGER 
by and among 

NATIONWIDE MUTUAL INSURANCE COMPANY, 
HARLEYSVILLE MUTUAL INSURANCE COMPANY, 

NATIONALS SUB, INC., 
and 

HARLEYSVILLE GROUP INC. 
Dated as of September 28, 2011 

        THIS AGREEMENT AND PLAN OF MERGER (this "Agreement"), dated as of September 28, 2011, by and among NATIONWIDE 
MUTUAL INSURANCE COMPANY, an Ohio mutual insurance company (" Nationwide Mutual "), HARLEYSVILLE MUTUAL 
INSURANCE COMPANY, a Pennsylvania mutual insurance company (" Harleysville Mutual "), NATIONALS SUB, INC., a Delaware 
corporation (" Merger Sub "), and HARLEYSVILLE GROUP INC., a Delaware corporation (" HGI "). Nationwide Mutual, Harleysville Mutual, 
Merger Sub, and HGI are herein sometimes referred to collectively as the " Parties " and each individually as a " Party ". 

RECITALS 
        A.    Merger Sub is a wholly-owned subsidiary of Nationwide Mutual, and Harleysville Mutual owns approximately 54% of the issued and 
outstanding shares of the common stock of HGI. 
        B.    The Board of Directors of Nationwide Mutual deems it advisable and in the best interests of its policyholders to effect the merger of 
Harleysville Mutual with and into Nationwide Mutual upon the terms and subject to the conditions set forth herein (the " Parent Merger "). 
        C.    The Board of Directors of Harleysville Mutual deems it advisable and in the best interests of Harleysville Mutual to effect the Parent 
Merger, after consideration of the impact of the merger on Harleysville Mutual's constituents, including agents, creditors, employees, 
policyholders and the communities in which Harleysville Mutual facilities are located. 
        D.    The respective Boards of Directors of Merger Sub and HGI deem it advisable and in the best interests of the stockholders of their 
respective companies to effect the merger of Merger Sub with and into HGI upon the terms and subject to the conditions set forth herein (the " 
Subsidiary Merger ", and together with the Parent Merger, the " Mergers "). 
        E.    The respective Boards of Directors of each of the Parties have approved this Agreement and the Transactions. 
        F.     Simultaneously with the execution and delivery of this Agreement and as a condition and inducement to Nationwide Mutual and 
Merger Sub's willingness to enter into this Agreement, Nationwide Mutual is entering into a voting agreement with Harleysville Mutual (the " 
Voting Agreement "), pursuant to which Harleysville Mutual has agreed, among other things, to vote in favor of the Subsidiary Merger in 
accordance with the terms and conditions thereof. 
        G.    The Parties desire to make certain representations, warranties, covenants and agreements in connection with the Mergers. 
        H.    The Parties intend that the Parent Merger qualify, for federal income tax purposes, as a reorganization under Section 368(a) of the Code 
(as defined in Article I hereof). 

AGREEMENT 
        NOW, THEREFORE, in consideration of the representations, warranties, covenants, and agreements set forth herein, the Parties hereto, 
intending to be legally bound hereby, agree as follows: 

ARTICLE I 
 DEFINITIONS 

        When used in this Agreement, the following words or phrases have the following meanings: 
        "Adverse Recommendation Change" shall have the meaning set forth inSection 7.2(d). 
        "Affiliate" of any Person means any Person directly or indirectly controlling, controlled by, or under common control with, any such Person 
and any officer, director, or controlling Person of such Person. The term "control" means possession, directly or indirectly, of the power to direct 
or cause the direction of the management and policies of a Person, whether through ownership of voting securities, membership interests, by 
contract, the power to appoint directors or trustees or otherwise, and the terms "controlled" and "controlling" have meanings correlative thereto. 
        "Agreement" means this Agreement and Plan of Merger, including all Exhibits and Schedules. 
        "Alternative Transaction" means any of the following transactions: (a) any merger, consolidation, share exchange, business combination, 
affiliation, reorganization, demutualization, conversion recapitalization, liquidation, dissolution or other similar transaction involving Harleysville 
Mutual, HGI or any of their respective Subsidiaries; (b) any direct or indirect acquisition or purchase, by any Person or group of Persons, in a 
single transaction or a series of related transactions, including by means of the acquisition of capital stock of any Subsidiary of Harleysville 
Mutual, HGI or any Subsidiary of HGI, of Assets that constitute 20% or more of the fair market value of the Assets of Harleysville Mutual and 
HGI and their Subsidiaries, taken as a whole; (c) any direct or indirect acquisition or purchase, in a single transaction or a series of related 
transactions, of 20% or more of any class of equity securities of HGI; or (d) any other transaction having a similar effect to those described in 
clauses (a) through (c), above, in each case, other than the Mergers and the Transactions. 
        "Alternative Transaction Proposal" means any offer, inquiry, proposal or indication of interest (other than an offer, inquiry, proposal or 
indication of interest by Nationwide Mutual or an Affiliate of Nationwide Mutual), relating to an Alternative Transaction. 
        "Annual Statements" means, with respect to any Person, the annual statements of such Person filed with or submitted to the insurance 
Governmental Entity in the jurisdiction in which such Person is domiciled on forms prescribed or permitted by such Governmental Entity. 
        "Antitrust Division" means the Antitrust Division of the United States Department of Justice. 
        "ASPP" shall have the meaning set forth inSection 3.2(d). 
        "ASPP Current Offering Period" shall have the meaning set forth inSection 3.2(d). 
        "ASPP Termination Time" shall have the meaning set forth inSection 3.2(d). 
        "Assets" means, as to a Person, all rights, titles, franchises and interests in and to every species of property, real, personal and mixed, and 
choses in action thereunto belonging, including Environmental Permits, Investment Assets, Intellectual Property, Contracts, Licenses, privileges 
and all other assets whatsoever, tangible or intangible, of such Person. 
        "Benefit Plans" shall have the meaning set forth inSection 5.18(a). 
        "Business" means, as to a Person, the business, operations, activities and affairs of such Person. 
        "Business Day" means any day other than Saturday, Sunday or any other day in which commercial banks in New York, New York, are 
required to or permitted to be closed. 
        "Cashed Shares" shall have the meaning set forth inSection 3.3(c). 
        "CERCLIS" means the Comprehensive Environmental Response, Compensation, and Liability Information System. 
        "Certificates" shall have the meaning set forth inSection 3.3(b). 



        "Closing" shall have the meaning set forth inSection 2.4. 
        "Closing Agreement" means a written and legally binding agreement with a taxing authority relating to Taxes. 
        "Closing Date" shall have the meaning set forth inSection 2.4. 
        "COBRA" means the requirements of Part 6 of Subtitle B of Title I of ERISA, Section 4980B of the Code, and of any similar state Law. 
        "Code" means the Internal Revenue Code of 1986, as amended, or any successor Law, and the rules and regulations issued by the Internal 
Revenue Service pursuant to the Code or any successor Law. 
        "Company Stock Award" shall have the meaning set forth inSection 3.2(b). 
        "Computer Software" means any and all computer software or programs consisting of sets of statements or instructions to be used, directly 
or indirectly, in a computer, including the following: (a) all source code, object code and natural language code therefor and all component 
modules thereof, (b) all versions thereof, (c) all screen displays and designs thereof, (d) all databases and compilations, including any and all data 
and compilations of data, and (e) all user, technical, training, and other documentation relating to any of the foregoing. 
        "Computer Systems" means any and all computer hardware, networks, and platforms. 
        "Confidential Information" means all information about a Party furnished by a Party or its Representatives to any of the other Parties or their 
respective Representatives, whether furnished before or after the date of this Agreement, regardless of the manner in which it is furnished, 
together with all analyses, compilations, studies or other documents prepared by any of the other Parties or their Representatives that reflect or are 
generated from such information. Confidential Information does not include, however, information about a Party which: (a) is or becomes 
generally available to the public other than as a result of a disclosure by any of the other Parties or their Representatives; (b) became or becomes 
available to any of the other Parties or their Representatives from a source (other than the Party or its Representatives) that is not bound by a 
confidentiality agreement or otherwise prohibited from delivering or submitting the information to the other Parties as a result of a contractual, 
legal, or fiduciary obligation; (c) was within the other Party's possession prior to its being furnished to the other Party by the Party or its 
Representatives, provided that the source of such information was not known by the other Party to be bound by a confidentiality agreement or 
otherwise prohibited from delivering or submitting the information to the other Party as a result of a contractual, legal, or fiduciary obligation; or 
(d) was independently developed without the use of any Confidential Information of such other Party by Representatives of the Party who have 
had no access to such information. 
        "Confidentiality Agreement" shall have the meaning set forth inSection 7.2(b)(i). 
        "Consent or Filing" shall have the meaning set forth inSection 4.4(b). 
        "Continuing Employee" shall have the meaning set forth inSection 7.10. 
        "Contract" means any contract, agreement, commitment, indenture, note, bond, mortgage, license, lease, or assignment, in each case whether 
oral or written and whether express or implied. 
        "Core Governmental Approvals" means (a) the approval of the Parent Merger by the Pennsylvania Commissioner and the Ohio 
Superintendent under the Pennsylvania Insurance Law and the Ohio Insurance Law, respectively, and such other applications, registrations, 
declarations, filings, authorizations, Orders, consents and approvals as may be required under the Laws of other jurisdictions, including the 
jurisdictions set forth in Section 1.1(a)  of the Nationwide Mutual Disclosure Schedule and Section 1.1(a)  of the HGI Disclosure Schedule; 
(b) the approval of the Meeting Notices, as contemplated by Section 8.1(b) ; (c) the filings required under the HSR Act and the expiration or 
earlier termination of any waiting period applicable to the Mergers under the HSR Act; and (d) the filing of appropriate documents with and such 
consents as may be required under the Investment Company Act and the Investment Advisers Act. 
        "Delaware Certificate of Merger" means a certificate of merger in such form as required by, and executed and acknowledged in accordance 
with, the DGCL. 
        "Derivative Transaction" means any transaction that is a Contract, agreement, swap, warrant, note, or option, that is based, in whole or in 
part, on the value of, any interest in, or any quantitative measure or the occurrence of any event relating to, one or more commodities, securities, 
currencies, interest, or other rates, indices, or other assets. 
        "DGCL" means the Delaware General Corporation Law, as amended from time to time. 
        "Dissenting Shares" shall have the meaning set forth inSection 3.4(a). 
        "DTC" shall have the meaning set forth inSection 3.3(b). 
        "DTC Payment" shall have the meaning set forth inSection 3.3(b). 
        "Effective Time" shall have the meaning set forth inSection 2.5(c). 
        "Effective Time of the Parent Merger" shall have the meaning set forth inSection 2.5(a). 
        "Effective Time of the Subsidiary Merger" shall have the meaning set forth inSection 2.5(b). 
        "Environmental Claim" means any Proceeding or Order arising: (a) pursuant to, or in connection with, an actual or alleged violation of any 
Environmental Law; (b) in connection with any Hazardous Substances or actual or alleged activity associated with any Hazardous Substances; 
(c) from any abatement, removal, remedial, corrective or other response action in connection with any Hazardous Substances, Environmental 
Law or other Order of any Governmental Entity; or (d) from any actual or alleged damage, injury, threat or harm to health, safety, natural 
resources or the environment. Environmental Claim shall not include claims for coverage made in the Ordinary Course of Business by or against 
an insured pursuant to any Insurance Contract. 
        "Environmental Law" means any applicable Law pertaining to: (a) the regulation and protection of human health and safety and the outdoor 
environment; (b) the protection or use of the environment and natural resources, including surface water and ground water; (c) the management, 
manufacture, possession, presence, use, generation, transportation, treatment, storage, disposal, release, threatened release, abatement, removal, 
remediation, or handling of, or exposure to, any Hazardous Substances; or (d) pollution (including any release of Hazardous Substances into air, 
land, surface water, and ground water); and includes the following federal statutes (and their implementing regulations and the analogous state 
statutes and regulations): (i) the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended by the 
Superfund Amendments and Reauthorization Act; (ii) the Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act 
of 1976, as amended by the Hazardous and Solid Waste Amendments of 1984; and (iii) the Federal Water Pollution Control Act of 1972, as 
amended by the Clean Water Act of 1977. 
        "Environmental Permit" means any permit, license, variance, certificate, consent, letter, clearance, closure, exemption, authorization, 
decision, action, or approval required to be obtained from any Governmental Entity with jurisdiction over and pursuant to any Environmental 
Law. 
        "ERISA" means the Employee Retirement Income Security Act of 1974, as amended, and any successor Act and the rules and regulations 
thereunder or under any successor Law. 
        "ERISA Controlled Group" means the group of companies that are required to be considered as one employer for ERISA purposes pursuant 
to the rules contained in Sections 414(b), 414(c), 414(m) of the Code and the first sentence of Section 414(o) of the Code. 



        "ESPP" shall have the meaning set forth inSection 3.2(c). 
        "ESPP Current Offering Period" shall have the meaning set forth inSection 3.2(c). 
        "ESPP Termination Time" shall have the meaning set forth inSection 3.2(c). 
        "Exchange Act" means the Securities Exchange Act of 1934, as amended, or any successor Law, and the rules and regulations of the SEC 
promulgated thereunder or under any successor Law. 
        "Exchange Agent" shall have the meaning set forth inSection 3.3(a). 
        "Exchange Fund" shall have the meaning set forth inSection 3.3(a). 
        "Expenses" shall have the meaning set forth inSection 10.3(b). 
        "Financial Statements" means balance sheets, statements of income, and statements of cash flows, including all notes, schedules, exhibits, 
and other attachments thereto, whether consolidated, combined or separate, or audited or unaudited, or prepared in accordance with SAP or 
GAAP, as the case may be. 
        "FTC" means the United States Federal Trade Commission or any successor agency. 
        "GAAP" means United States generally accepted accounting principles as in effect from time to time applied consistently throughout the 
periods involved. 
        "Governing Documents" means the Articles of Incorporation, as amended, and the Amended and Restated Bylaws of Harleysville Mutual. 
        "Governmental Approvals" means the Core Governmental Approvals and the Consents or Filings identified or described inSection 4.4(b) of 
the Harleysville Mutual Disclosure Schedule and Section 5.4(b)  of the HGI Disclosure Schedule. 
        "Governmental Entity" means any government or political subdivision or regulatory authority (including of the United States of America), 
whether federal, state, or local, or any agency or instrumentality of any such government or political subdivision or regulatory authority, or any 
federal, state, or local court or arbitrator. 
        "Harleysville Actuarial Analysis" means each and every actuarial report, and all attachments, supplements, addenda and modifications 
thereto prepared for or on behalf of Harleysville Mutual, any Harleysville Mutual Subsidiary, HGI, or any Subsidiary of HGI, by any Harleysville 
Actuary, or delivered by the Harleysville Actuaries to Harleysville Mutual, any Harleysville Mutual Subsidiary, HGI, or any Subsidiary of HGI, 
since December 31, 2008, in which a Harleysville Actuary has (a) either expressed an opinion on the adequacy of the reserves of Harleysville 
Mutual, any Harleysville Mutual Subsidiary, HGI, or any Subsidiary of HGI, or (b) expressed an opinion as to the adequacy of such premiums or 
made a recommendation as to the premiums that should be charged by Harleysville Mutual, any Harleysville Mutual Subsidiary, HGI, or any 
Subsidiary of HGI. 
        "Harleysville Actuary" or "Harleysville Actuaries" means each actuary, independent or otherwise, that has reviewed, on behalf of 
Harleysville Mutual, any Harleysville Mutual Subsidiary, HGI, or any Subsidiary of HGI, the reserves for Losses and loss adjustment expenses of 
Harleysville Mutual, any Harleysville Mutual Subsidiary, HGI, or any Subsidiary of HGI, and/or its respective premium rates for Insurance 
Contracts in each of the years commencing after December 31, 2008. 
        "Harleysville Decrease In Statutory Net Unrealized Losses" means the negative amount in the account titled "change in net unrealized 
capital gains (losses) less capital gains tax" calculated for the period August 31, 2011 through the last day of the month ending immediately prior 
to the Closing Date, consistent with Line 24, on page 4, titled "STATEMENT OF INCOME", of the Harleysville Mutual Insurance Company and 
Subsidiaries Combined Annual Statement for the year ended December 31, 2010, prepared as of the last day of the month ending immediately 
prior to the Closing Date and reflected in a certificate signed by the President and Chief Executive Officer and the Senior Vice President and 
Chief Financial Officer of Harleysville Mutual dated as of the Closing Date. For the avoidance of doubt, Harleysville Decrease In Statutory Net 
Unrealized Gains (Losses) may represent only a number less than or equal to zero. 
        "Harleysville Consolidated Surplus" means the statutory surplus of Harleysville Mutual and its property and casualty subsidiaries, the 
calculation of which shall conform to and be consistent with Line 37, "Surplus as regards policyholders", from the schedule on page 3, titled 
"LIABILITIES, SURPLUS AND OTHER FUNDS", of the Harleysville Mutual Insurance Company and Subsidiaries Combined Annual 
Statement for the year ended December 31, 2010, prepared as of the last day of the month ending immediately prior to the Closing Date and 
reflected in a certificate signed by the President and Chief Executive Officer and the Senior Vice President and Chief Financial Officer of 
Harleysville Mutual dated as of the Closing Date. 
        "Harleysville East" means the following: Connecticut, Delaware, District of Columbia, Maine, Maryland, Massachusetts, New Hampshire, 
New Jersey, New York, North Carolina, Pennsylvania, Rhode Island, South Carolina, Vermont and Virginia. 
        "Harleysville Material Adverse Change" means a financial strength ratings downgrade by A.M. Best Company of the Harleysville 
property/casualty pooling members to B+ or lower. 
        "Harleysville Mutual" shall have the meaning set forth in the introduction to this Agreement. 
        "Harleysville Mutual Disclosure Schedule" means the disclosure schedule delivered by Harleysville Mutual to Nationwide Mutual, dated the 
date of this Agreement. 
        "Harleysville Mutual Policyholder Information Statement" shall have the meaning set forth inSection 8.1(c). 
        "Harleysville Mutual Real Property" means any real property in which Harleysville Mutual or any of its Affiliates holds a Lien, owns an 
interest, or actively manages. 
        "Harleysville Mutual Reinsurance Treaties" means all reinsurance, coinsurance or similar treaties or agreements that could reasonably be 
expected to create a receivable or payable in excess of $1,000,000 per year, including retrocessional agreements, to which Harleysville Mutual or 
any Harleysville Mutual Subsidiary is a party. 
        "Harleysville Mutual Subsidiary" or "Harleysville Mutual Subsidiaries" means the Subsidiaries of Harleysville Mutual and shall include any 
Affiliate or Subsidiary of Harleysville Mutual as to which Harleysville Mutual or a Harleysville Mutual Subsidiary has guaranteed any 
obligations or owns any interest; provided  that HGI (nor any of its Subsidiaries) shall not be included within the definition of Harleysville 
Mutual Subsidiary. 
        "Harleysville Parties" or "Harleysville Party" means Harleysville Mutual and HGI. 
        "Harleysville Parties' Specific Representations" shall have the meaning set forth inSection 9.3(a). 
        "Harleysville SAP Statements" shall have the meaning set forth inSection 4.5(a)(iv). 
        "Hazardous Substances" means chemicals, products, compounds, by-products, pollutants, contaminants, hazardous or solid wastes, or toxic 
or hazardous substances regulated under any Environmental Law, including asbestos or asbestos-containing materials, polychlorinated biphenyls, 
pesticides and oils, petroleum and petroleum products. 
        "HGI" shall have the meaning set forth in the introduction to this Agreement. 
        "HGI Disclosure Schedule" means the disclosure schedule delivered by HGI to Nationwide Mutual, dated the date of this Agreement. 
        "HGI Financial Statements" shall have the meaning set forth inSection 5.5(a). 



        "HGI Interim Financial Statements" shall have the meaning set forth inSection 5.5(a). 
        "HGI Real Property" means any real property in which HGI or any of its Subsidiaries or Affiliates holds a Lien, owns an interest, or actively 
manages. 
        "HGI Reinsurance Treaties" means all reinsurance, coinsurance or similar treaties or agreements that could reasonably be expected to create 
a receivable or payable in excess of $1,000,000 per year, including retrocessional agreements, to which HGI or any HGI Subsidiary is a party. 
        "HGI's SEC Documents" means all reports, schedules, proxy statements, forms, and other documents required to be filed by HGI with the 
SEC under the Securities Act of 1933, as amended, or the Exchange Act, or any successor statute, and the rules and regulations promulgated 
thereunder, including pursuant to Section 13(a) or 15(d) thereof, from January 1, 2009 to the date of this Agreement (including the exhibits 
thereto and documents incorporated by reference therein). 
        "HGI Stock Plans" shall have the meaning set forth inSection 3.2(a). 
        "HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, or any successor Law, and the rules and 
regulations promulgated thereunder or under any successor Law. 
        "Indemnitees" shall have the meaning set forth inSection 7.7(a). 
        "Information Statements" shall have the meaning set forth inSection 8.1(d). 
        "Insurance Contract" means any Contract of insurance, including property and casualty insurance contracts, reinsurance contracts, variable 
annuity and fixed annuity Contracts or products, life insurance Contracts, funding agreements and any other Contract, agreement or product 
regulated by the insurance Laws of any jurisdiction. 
        "Insurance License" means any License granted by a Governmental Entity to transact an insurance or reinsurance business, issue fixed or 
variable annuity Contracts or products, or issue life Insurance Contracts or property and casualty Insurance Contracts. 
        "Intellectual Property" means (a) trademarks, service marks, brand names, trade dress, assumed names, trade names, and other indications of 
origin, together with the goodwill associated with the foregoing, along with all applications, registrations, renewals and extensions thereof; 
(b) inventions, discoveries, and ideas, whether patentable or not in any jurisdiction; (c) patents, applications for patents (including divisions, 
continuations, continuations in part, and renewal applications), and any renewals, extensions or reissues thereof, in any jurisdiction; (d) nonpublic 
information, trade secrets, and Confidential Information and rights in any jurisdiction to limit the use or disclosure thereof by any Person; 
(e) copyrights, whether or not registered or published, all registrations and recordations thereof and all applications in connection therewith, and 
any renewals or extensions thereof; and (f) Computer Software. 
        "Investment Advisers Act" means the Investment Advisers Act of 1940, as amended, or any successor Law, and the rules and regulations of 
the SEC promulgated thereunder or under any successor Law. 
        "Investment Assets" means bonds, notes, debentures, mortgage loans, collateral loans, and all other instruments of indebtedness, stocks, 
partnership, or joint venture interests, and all other equity interests (including equity interests in Subsidiaries or other Affiliates), real estate and 
leasehold and other interests therein, certificates issued by or interests in trusts, cash on hand and on deposit, personal property, and interests 
therein, and all other assets acquired for investment purposes. 
        "Investment Company Act" means the Investment Company Act of 1940, as amended, or any successor Law, and the rules and regulations of 
the SEC promulgated thereunder, or under any successor Law. 
        "IRCA" means the Immigration Reform and Control Act of 1986, as amended. 
        "IRS" means the United States Internal Revenue Service or any successor agency, and, to the extent relevant, the United States Department 
of the Treasury. 
        "Knowledge" means all matters with respect to which any such Person or its Affiliates have received written notice, or (a) as to the 
Harleysville Parties and their Subsidiaries, the actual knowledge of the officers of the Harleysville Parties and their Subsidiaries listed in 
Section 1.1(b)  of the Harleysville Mutual Disclosure Schedule and Section 1.1(b)  of the HGI Disclosure Schedule, and, with respect to each, the 
knowledge such Person would have following reasonable inquiry regarding such fact or other matter; and (b) as to the Nationwide Parties and 
their Subsidiaries, the actual knowledge of the officers of the Nationwide Parties and their Subsidiaries listed in Section 1.1(b)  of the Nationwide 
Mutual Disclosure Schedule, and, with respect to each, the knowledge such Person would have following reasonable inquiry regarding such fact 
or other matter. 
        "Law" means any applicable Order, constitution, Code, law, ordinance, principle of common law, rule, regulation, statute, treaty, judgment, 
or any binding judicial or administrative interpretation thereof, enacted, promulgated, issued, enforced, or entered by any Governmental Entity. 
        "Liability" means a liability, obligation, claim, or cause of action (of any kind or nature whatsoever, whether absolute, accrued, contingent, 
or other, and whether known or unknown), including any liability, obligation, claim, or cause of action arising pursuant to or as a result of an 
Insurance Contract or pursuant to any Environmental Claim. 
        "License" means a license, certificate of authority, franchise, permit, or other authorization to transact an activity or business, whether 
granted by a Governmental Entity or by any other Person. 
        "Lien" means a lien, mortgage, hypothecation, deed of trust, deed to secure debt, option, pledge, security interest, charge, claim, levy, or 
other encumbrance of any kind. 
        "Losses" means all losses, claims, damages, costs, expenses, Liabilities and judgments, including court costs and attorneys' fees. 
        "Material Adverse Effect" means any event, occurrence, fact, condition, change, circumstance, development, or effect of any character that 
(a) is or would reasonably be expected to be, individually or in the aggregate, materially adverse to the Business, Assets, Liabilities, results of 
operations or condition (financial or otherwise) of such Person or (b) would prevent or materially impair or delay the ability of such Person to 
consummate the Transactions or otherwise prevent the Person from performing its obligations under the Transaction Documents, except to the 
extent that such event, occurrence, fact, condition, change, circumstance, development, or effect results from: (1) general economic or political 
conditions or changes therein; (2) changes in, or events affecting, the industries in which such Person operates; (3) the outbreak or escalation of 
hostilities involving the United States, the declaration by the United States of war, or the occurrence of acts of terrorism, except in the event, and 
only to the extent, of any damage or destruction to or loss of such Person's, or its Subsidiaries', physical properties; (4) any change in GAAP, or 
in the interpretation thereof, as imposed upon such Person, its Subsidiaries, or its respective Businesses or any change in Law, or in the 
interpretation thereof; (5) any event, occurrence, fact, condition, change, development, or effect resulting from compliance by such Person, or its 
Subsidiaries with the terms of this Agreement and the Transaction Documents; or (6) earthquakes, hurricanes or other natural disasters; provided, 
that in the cases of clauses (1)  through (3)  and (6) , any such event, occurrence, fact, condition, change, circumstance, development, or effect 
which disproportionately adversely affects (i) such Person or its Subsidiaries relative to other participants in the industries in which such Person 
or its Subsidiaries operate shall not be excluded from the determination of whether there has been a Material Adverse Effect or (ii) the ability of 
such Person or its Subsidiaries to timely consummate the Transactions, and provided, further, that the exceptions in clauses (1)  through (5)  shall 
apply only to the extent such event, occurrence, fact condition, change, circumstance, development, or effect does not relate only to (or have the 



effect of relating only to) the Harleysville Parties or their respective Subsidiaries. The Person claiming the exceptions in clauses (1)  through (6)  
shall bear the burden of proof that any such event, occurrence, fact, condition, change, circumstance, development, or effect was caused by any of 
clauses (1)  through (6) . Notwithstanding the foregoing, any Proceeding(s) by a third party other than a Governmental Entity related to the 
Transactions shall not constitute a Material Adverse Effect. 
        "Maximum Premium" shall have the meaning set forth inSection 7.7(b). 
        "Meeting Notices" shall have the meaning set forth inSection 8.1(b). 
        "Member" means, as to Nationwide Mutual, each policyholder of Nationwide Mutual entitled to vote upon this Agreement as provided in 
Section 3941.07 of the Ohio Insurance Law, and, as to Harleysville Mutual, each policyholder of Harleysville Mutual who, as a member of 
Harleysville Mutual under its Governing Documents, is entitled to vote upon the Parent Merger as provided under Pennsylvania Insurance Law 
and the Pennsylvania BCL. 
        "Merger Consideration" shall have the meaning set forth inSection 3.1(b). 
        "Merger Sub" shall have the meaning set forth in the introduction of this Agreement. 
        "Mergers" shall have the meaning set forth in the Recitals to this Agreement. 
        "NAIC" means the National Association of Insurance Commissioners. 
        "Nationwide Benefit Plan" shall have the meaning set forth inSection 6.1(n)(i). 
        "Nationwide Mutual" shall have the meaning set forth in the introduction to this Agreement. 
        "Nationwide Mutual Policyholder Information Statement" shall have the meaning set forth inSection 8.1(d). 
        "Nationwide Mutual SAP Statements" shall have the meaning set forth inSection 6.1(d)(iv). 
        "Nationwide Mutual Subsidiaries" means the Subsidiaries of Nationwide Mutual. 
        "Nationwide Parties" or "Nationwide Party" means Nationwide Mutual and Merger Sub. 
        "Nationwide Parties' Specific Representations" shall have the meaning set forth inSection 9.2(a). 
        "Nationwide Surplus" means the statutory surplus of Nationwide Mutual and its property and casualty affiliates, the calculation of which 
shall conform to and be consistent with Line 37, "Surplus as regards policyholders", from the schedule on page 3, titled "LIABILITIES, 
SURPLUS AND OTHER FUNDS", of the Nationwide Mutual Combined Annual Statement for the year ended December 31, 2010, prepared as 
of the last day of the month ending immediately prior to the Closing Date and reflected in a certificate signed by the Chief Executive Officer and 
Chief Financial Officer of Nationwide Mutual dated as of the Closing Date. 
        "Notices" shall have the meaning set forth inSection 11.1. 
        "NPL" means the National Priority List. 
        "Ohio Insurance Law" means Title 39 of the Ohio Revised Code, as amended, and the rules and regulations promulgated thereunder. 
        "Ohio Superintendent" means the Superintendent of Insurance of the State of Ohio. 
        "Option" shall have the meaning set forth inSection 3.2(a). 
        "Option Cancellation Consideration" shall have the meaning set forth inSection 3.2(a). 
        "Order" means an order, including an order to show cause, writ, ruling, decision, award, verdict, judgment, directive, injunction, or decree of 
any Governmental Entity. 
        "Ordinary Course of Business" means the ordinary and usual course of day-to-day operations of the Business of each of the Parties and their 
Subsidiaries through the Effective Time consistent with past custom and practice (including with respect to quantity and frequency). 
        "Outside Date" shall have the meaning set forth inSection 10.1(b). 
        "Parent Merger" shall have the meaning set forth in the Recitals to this Agreement. 
        "Parties" or "Party" shall have the meanings set forth in the introduction to this Agreement. 
        "Pennsylvania Articles of Merger" means the articles of merger in such form as required by, and executed and acknowledged in accordance 
with the relevant provisions of the Pennsylvania BCL. 
        "Pennsylvania Attorney General" means the Attorney General of the Commonwealth of Pennsylvania. 
        "Pennsylvania BCL" means the Pennsylvania Business Corporation Law of 1988, as amended, 15 Pa.C.S.A sec. 501 et seq. 
        "Pennsylvania Commissioner" means the Commissioner of Insurance of the Commonwealth of Pennsylvania. 
        "Pennsylvania Insurance Law" means all Laws and notices of the Commonwealth of Pennsylvania or any Governmental Entity thereof that 
are applicable to the business of insurance or the regulation of insurance holding companies, including Title 40 of Pennsylvania Consolidated 
Statutes, the Pennsylvania BCL, and the GAA Amendments. 
        "Pennsylvania Secretary of the Commonwealth" means the Secretary of State of the Commonwealth of Pennsylvania. 
        "Permitted Liens" means, as to a Party hereto: (a) those Liens set forth in the Nationwide Mutual Disclosure Schedule, the Harleysville 
Mutual Disclosure Schedule or the HGI Disclosure Schedule, as applicable, or otherwise approved in writing by the other Parties, (b) any Lien 
that is set forth in the public records or in title reports or title insurance binders that have been made available to the other Parties relating to any 
interest in the real property set forth in the Nationwide Mutual Disclosure Schedule, the Harleysville Mutual Disclosure Schedule, or the HGI 
Disclosure Schedule, as applicable, (c) Liens for water and sewer charges and current Taxes not yet due and payable or being contested in good 
faith, (d) Liens arising from securities lending activities undertaken in the Ordinary Course of Business of a Person, (e) mortgages or security 
interests shown in any of the Parties' SAP Statements or the HGI Financial Statements or HGI Interim Financial Statements, as the case may be, 
as securing specified Liabilities, (f) mortgages or security interests incurred in connection with the purchase of Assets in the Ordinary Course of 
Business after the date of any of the Parties' SAP Statements or the HGI Financial Statements or HGI Interim Financial Statements, as the case 
may be (such mortgages and security interests being limited to the Assets so acquired), (g) minor imperfections of title, if any, none of which is 
substantial in amount or materially detracts from the value or impairs the use of the real property subject thereto, (h) zoning Laws and other land 
use restrictions that do not materially impair the present or anticipated use of the real property subject thereto, and (i) other Liens (including 
mechanic's, courier's, worker's, repairer's, materialman's, warehouseman's, and other similar Liens) arising or incurred in the Ordinary Course of 
Business as would not, individually or in the aggregate, materially adversely affect the value of, or materially adversely interfere with the use of, 
the real property subject thereto. 
        "Person" means an individual, corporation, partnership, association, joint stock company, limited liability company, Governmental Entity, 
trust, joint venture, labor union, estate, unincorporated organization, or other entity. 
        "Pooling Agreement" means that certain Proportional Reinsurance Agreement, effective as of January 1, 1986, as amended, by and among 
HGI's property and casualty Subsidiaries, Harleysville Mutual, and the other parties thereto. 
        "Proceeding" or "Proceedings" means any action, arbitration, audit, hearing, investigation, litigation, or suit (whether civil, criminal, 
administrative, investigative, or informal) commenced, brought, conducted, or heard by either private arbitration, mediation or litigation, or by or 



before, or otherwise involving, any Governmental Entity, other than any of the foregoing which relate to claims made in the Ordinary Course of 
Business pursuant to any Insurance Contract. 
        "Producer" means any insurance agent, third-party administrator, marketer, underwriter, wholesaler, broker, producer, reinsurance 
intermediary or distributor of insurance or any insurance product. 
        "Proxy Statement" shall have the meaning set forth inSection 8.2(a)(ii). 
        "Quarterly Statements" means, with respect to any Person, the quarterly statements of such Person filed with or submitted to the insurance 
Governmental Entity in the jurisdiction in which such Person is domiciled on forms prescribed or permitted by such Governmental Entity. 
        "Rating Agencies" shall have the meaning set forth inSection 4.21. 
        "Representative" means, with respect to any Person, such Person's officers, directors, employees, agents, and representatives (including any 
investment banker, financial advisor, accountant, legal counsel, agent, representative, or expert retained by or acting on behalf of such Person or 
its Subsidiaries). 
        "Risk-Based Capital" means the minimum amount of capital required to support insurance business operations and to underwrite coverage. 
        "Risk-Based Capital Reports" shall have the meaning set forth inSection 4.25. 
        "SAP" means statutory accounting practices prescribed by the NAIC and prescribed or permitted by the applicable insurance Governmental 
Entity applied on a consistent basis. 
        "SAP Statements" means Annual Statements and Quarterly Statements. 
        "Sarbanes-Oxley Act" shall have the meaning set forth inSection 5.24(a). 
        "SEC" means the United States Securities and Exchange Commission or any successor agency. 
        "Securities Act" shall have the meaning set forth inSection 5.24(a). 
        "Spread" shall have the meaning set forth inSection 3.2(a). 
        "Stock-Based Consideration" shall have the meaning set forth inSection 3.2(b). 
        "Structured Products" means (a) notes or other instruments secured by collateral consisting primarily of debt securities and/or other types of 
debt obligations, including loans and credit default swaps, (b) securities whose benefits are derived from a discreet pool of assets, either fixed or 
revolving, that are acquired with the intention to convert into cash within a finite period of time under a recognized securitization program 
sponsored by any of the Harleysville Parties or their Affiliates, or (c) any other similar market-linked investment. 
        "Subsidiary" means, with respect to any Person, an Affiliate of such Person, more than 50% of any class of voting stock (or of any other 
form of voting equity interest in the case of a Person that is not a corporation) of which is beneficially owned by the Person directly or indirectly 
through one or more other Persons. 
        "Subsidiary Merger" shall have the meaning set forth in the Recitals to this Agreement. 
        "Superior Proposal" means a bona fide, unsolicited written Alternative Transaction Proposal made by a third party (other than an Affiliate of 
the Harleysville Parties) and received by the Board of Directors of HGI and that such Board of Directors determines in good faith, after 
consultation with its outside legal counsel and independent financial adviser, and taking into account all legal, financial, regulatory, timing, and 
other aspects of the proposal and the Person making the proposal, that: (a) is reasonably likely to be consummated on the terms proposed, (b) if 
the per-share consideration is to be paid in cash, to the extent financing is required, such financing is then fully committed, (c) the per-share 
consideration offered is either payable solely in cash denominated in U.S. Dollars and/or marketable securities traded on a national securities 
exchange or NASDAQ and is greater than the Merger Consideration, and (d) is otherwise on terms that in the reasonable opinion of the Board of 
Directors of HGI will result in a more favorable transaction to the public stockholders of HGI than the Transactions; provided , however , that for 
purposes of this definition of "Superior Proposal", the term Alternative Transaction Proposal shall have the meaning assigned to such term herein, 
except that all references to 20% in the definition of "Alternative Transaction" when it is used in the definition of Alternative Transaction 
Proposal shall be deemed to be a reference to 100%. 
        "Surviving Company" shall have the meaning set forth inSection 2.1(a). 
        "Surviving Subsidiary" shall have the meaning set forth inSection 2.1(b). 
        "Tax" means any federal, state, county, local, or foreign taxes, charges, fees, levies, or other assessments, including all net income, gross 
income, premiums, sales and use, ad valorem, transfer, gains, profits, windfall profits, excise, franchise, real and personal property, gross receipts, 
capital stock, production, business and occupation, employment, disability, payroll, license, estimated, stamp, custom duties, severance or 
withholding taxes, other taxes, or similar charges of any kind whatsoever imposed by any Governmental Entity and includes any interest and 
penalties (civil or criminal) on or additions to any such taxes. 
        "Tax Return" means a report, return, statement or other information required under any applicable Law to be filed or provided to any taxing 
authority with respect to Taxes including, where permitted or required, combined or consolidated returns for any group of entities that includes, 
Nationwide Mutual or any Nationwide Mutual Subsidiary on the one hand, or Harleysville Mutual or any Harleysville Mutual Subsidiary on the 
other hand, and any unitary or similar return, information return, claim for refund, amended return or declaration of estimated Tax. 
        "Tax Ruling" means a written ruling of a taxing authority relating to Taxes. 
        "Termination Fee" shall have the meaning set forth inSection 10.3(a). 
        "Transactions" means the transactions contemplated by this Agreement, including the Mergers as set forth in the Recitals to this Agreement. 
        "Transaction Documents" means this Agreement and the Voting Agreement. 
        "Treasury Regulation" means the regulations promulgated by the United States Department of the Treasury pursuant to the Code. 
        "Voting Agreement" shall have the meaning set forth in the Recitals to this Agreement. 

ARTICLE II 
 THE MERGERS 

        Section 2.1    The Mergers.    Upon the terms of this Agreement and subject to the satisfaction of the conditions set forth herein: 
        (a)   At the Effective Time of the Parent Merger, Harleysville Mutual shall be merged with and into Nationwide Mutual, in accordance with 
the applicable provisions of the Laws of the State of Ohio and the Commonwealth of Pennsylvania, and the separate corporate existence of 
Harleysville Mutual shall thereupon cease. Nationwide Mutual, which will be the surviving company (hereinafter sometimes referred to as the " 
Surviving Company "), shall continue its corporate existence under the Laws of the State of Ohio under the name "Nationwide Mutual Insurance 
Company." Throughout this Agreement, the term "Nationwide Mutual" refers to Nationwide Mutual prior to the Parent Merger or to Nationwide 
Mutual as the surviving corporation in the Parent Merger, as the context requires. 
        (b)   At the Effective Time of the Subsidiary Merger, Merger Sub shall be merged with and into HGI, in accordance with the applicable 
provisions of the Laws of the State of Delaware, and the separate corporate existence of Merger Sub shall thereupon cease. HGI, which shall be 
the surviving corporation (hereinafter sometimes referred to as the " Surviving Subsidiary "), shall continue its corporate existence under the Laws 



of the State of Delaware under the name "Harleysville Group Inc." Throughout this Agreement, the term "HGI" refers to HGI prior to the 
Subsidiary Merger or to HGI as the surviving corporation in the Subsidiary Merger, as the context requires. 
        Section 2.2     Effect of the Parent Merger.      
        (a)    Governing Documents.    At the Effective Time of the Parent Merger, (i) the Articles of Incorporation of Nationwide Mutual, as in 
effect immediately prior to the Parent Merger will be the Articles of Incorporation of the Surviving Company in the Parent Merger, until 
thereafter amended as provided by Law and such Articles of Incorporation, and (ii) the Code of Regulations of Nationwide Mutual, as in effect 
immediately prior to the Parent Merger, will be the Code of Regulations of the Surviving Company in the Parent Merger, until thereafter 
amended as provided by Law, the Articles of Incorporation, and the Code of Regulations. 
        (b)    Board of Directors and Officers.     
          (i)  The directors of Nationwide Mutual immediately prior to the Effective Time of the Parent Merger shall be the directors of the Surviving 
Company at and immediately following the Effective Time of the Parent Merger, each of such directors to hold office, subject to the applicable 
provisions of the Articles of Incorporation and Code of Regulations of the Surviving Company, until his or her successor is duly elected and 
qualified, or his or her earlier death, resignation, or removal in accordance with the Articles of Incorporation and Code of Regulations of the 
Surviving Company. 
         (ii)  The officers of Nationwide Mutual immediately prior to the Effective Time of the Parent Merger shall be the officers of the Surviving 
Company at and immediately following the Effective Time, each of such officers to hold their respective offices, subject to the applicable 
provisions of the Articles of Incorporation and Code of Regulations of the Surviving Company, until his or her successor is duly elected and 
qualified, or his or her earlier death, resignation, or removal in accordance with the Articles of Incorporation and Code of Regulations of the 
Surviving Company. 
        (c)    Members.    At the Effective Time of the Parent Merger, the policyholders of Harleysville Mutual will become policyholders of 
Nationwide Mutual and, as such, will become members of Nationwide Mutual and will have the same voting, liquidation and distribution rights 
with respect to Nationwide Mutual as the other policyholders of Nationwide Mutual. 
        (d)    Law.    Subject to the foregoing, the Parent Merger shall have the effects provided for in Section 3941.42 of the Ohio Insurance Law 
and Section 1929 of the Pennsylvania BCL. 
        Section 2.3     Effect of the Subsidiary Merger.      
        (a)    Governing Documents.    At the Effective Time of the Subsidiary Merger, (i) the Certificate of Incorporation of Merger Sub, as in 
effect immediately prior to the Subsidiary Merger, will be the Certificate of Incorporation of the Surviving Subsidiary until thereafter amended as 
provided by Law and such Certificate of Incorporation, and (ii) the Bylaws of Merger Sub, as in effect immediately prior to the Subsidiary 
Merger, shall be the Bylaws of the Surviving Subsidiary until thereafter amended as provided by Law, the Certificate of Incorporation of the 
Surviving Subsidiary, and such Bylaws. 
        (b)    Board of Directors and Officers.     
          (i)  The directors of Merger Sub immediately prior to the Effective Time of the Subsidiary Merger shall be the directors of the Surviving 
Subsidiary immediately following the Effective Time of the Subsidiary Merger, each of such directors to hold office, subject to the applicable 
provisions of the Certificate of Incorporation and Bylaws of the Surviving Subsidiary, until his or her successor is duly elected and qualified, or 
his or her earlier death, resignation, or removal in accordance with the Certificate of Incorporation and Bylaws of the Surviving Subsidiary. 
         (ii)  The officers of HGI immediately prior to the Effective Time of the Subsidiary Merger shall be the officers of the Surviving Subsidiary 
at and immediately following the Effective Time of the Subsidiary Merger, each of such officers to hold the respective office set forth opposite 
his name, subject to the applicable provisions of the Certificate of Incorporation and Bylaws of the Surviving Subsidiary, until his or her 
successor is duly elected and qualified, or his or her earlier death, resignation, or removal in accordance with the Certificate of Incorporation and 
Bylaws of the Surviving Subsidiary. 
        (c)    Law.    Subject to the foregoing, the Subsidiary Merger shall have the effect provided for in Section 259 of the DGCL. 
        Section 2.4     Closing.     Unless this Agreement shall have been terminated and the Transactions shall have been abandoned pursuant to 
Section 10.1 , and subject to the satisfaction or waiver of the conditions set forth in Article IX, the " Closing Date " shall be the first (1 st ) day of 
the month following the month in which the last of such conditions set forth in Article IX shall have been fulfilled or waived in accordance with 
this Agreement. Notwithstanding Section 11.13, the closing of the Mergers (the " Closing ") will take place at 10:00 a.m., New York City time, 
on the Business Day immediately preceding the Closing Date, at the offices of Jones Day, 325 John H. McConnell Boulevard, Columbus, Ohio 
43215, unless another date, time or place is agreed to in writing by the Parties hereto. 
        Section 2.5     Effective Times .     As soon as is practicable following the execution of this Agreement, the Parties shall cause this Agreement 
to be filed with the Ohio Superintendent in accordance with Section 3941.38(A) of the Ohio Insurance Law and the regulations promulgated 
thereunder and with the Pennsylvania Commissioner in accordance with Section 40 P.S. 991.1402 with respect to the Pennsylvania Insurance 
Law and the regulations promulgated thereunder. 
        (a)    Parent Merger.    Subject to the conditions set forth inArticle IX of this Agreement, immediately following the Closing, Nationwide 
Mutual and Harleysville Mutual shall cause written notice designating the effective time of the Parent Merger as 12:01 a.m. on the Closing Date 
(the " Effective Time of the Parent Merger ") to be delivered to the Ohio Superintendent pursuant to Section 3941.41 of the Ohio Revised Code 
and the Pennsylvania Articles of Merger to be filed with the Pennsylvania Secretary of the Commonwealth, and the Parent Merger shall become 
effective at the Effective Time; provided , however , the Effective Time of the Parent Merger shall not be more than one (1) year from the date of 
approval of the Parent Merger by the Ohio Superintendent. Upon the terms and subject to the conditions of this Agreement, Nationwide Mutual 
and Harleysville Mutual will use all reasonable efforts to assure that the filings contemplated hereby are made, and the Effective Time of the 
Parent Merger occurs on the Closing Date, as soon as is practicable in accordance with the terms of this Agreement. 
        (b)    Subsidiary Merger.    Subject to the conditions set forth in Article IX of this Agreement, immediately following the Closing, Merger 
Sub and HGI shall cause the Delaware Certificate of Merger to be filed with the Delaware Secretary of State, designating the effective time of the 
Subsidiary Merger as 12:02 a.m. on the Closing Date (the " Effective Time of the Subsidiary Merger "), and the Subsidiary Merger shall occur 
immediately after the Parent Merger. 
        (c)    Construction.    The term "Effective Time" when used without qualification with respect to the Parent Merger and the Subsidiary 
Merger (or in relation to any of the respective Parties thereto) shall mean the Effective Time of the Parent Merger and the Effective Time of 
Subsidiary Merger, respectively. 

ARTICLE III 
 TREATMENT OF SHARES 

        Section 3.1    Effect on Capital Stock.     At the Effective Time of the Subsidiary Merger, by virtue of the Subsidiary Merger and without any 
action on the part of any stockholder of Merger Sub or stockholders of HGI: 



        (a)    Stock Owned by the Surviving Company.    Each share of common stock of HGI owned by the Surviving Company issued and 
outstanding immediately prior to the Effective Time of the Subsidiary Merger shall remain outstanding and owned by the Surviving Company. 
        (b)    Stock Not Owned by the Surviving Company.    Each issued and outstanding share of common stock of HGI, excluding any restricted 
stock held by any officer, director or employee of HGI pursuant to a HGI Stock Plan, which restricted stock will be handled in accordance with 
Section 3.2(b)  hereof, that is not owned by the Surviving Company immediately prior to the Effective Time of the Subsidiary Merger shall be 
converted into the right to receive $60.00 in cash (the " Merger Consideration "). All such shares of HGI, when converted shall no longer be 
considered outstanding and shall automatically be cancelled and retired and shall cease to exist, and each Certificate previously evidencing such 
shares shall thereafter represent only the right to receive the Merger Consideration. The holders of Certificates previously evidencing shares of 
HGI outstanding immediately prior to the Effective Time of the Subsidiary Merger shall cease to have any rights with respect to HGI except as 
otherwise provided herein and, upon the surrender of such Certificates, shall have only the right to receive for their shares of HGI the Merger 
Consideration, without any interest thereon. Each share of common stock of HGI held in the treasury of HGI immediately prior to the Effective 
Time of the Subsidiary Merger shall automatically be cancelled and retired and shall cease to exist and no consideration shall be paid in exchange 
for such shares. 
        (c)    Stock of Merger Sub.    Each share of capital stock of Merger Sub issued and outstanding immediately prior to the Effective Time of the 
Subsidiary Merger shall automatically be cancelled and retired and shall cease to exist. 
        Section 3.2     HGI Stock Options and Related Matters .      
        (a)   As of and subject to the occurrence of the Effective Time of the Subsidiary Merger, each outstanding option, warrant, or similar right 
(including any related stock appreciation right) (an " Option ") issued, awarded, or granted pursuant to any plan, agreement, or arrangement of 
HGI or any Subsidiary of HGI and entitling the holder thereof to purchase one or more shares of HGI or to acquire or purchase any restricted 
stock, restricted stock unit, performance stock unit, deferred stock unit or other right, contingent or accrued, to acquire or receive shares or 
benefits measured by the value of such shares under any stock incentive plans or stock award plan of HGI, including those identified on 
Section 3.2(a)  of the HGI Disclosure Schedule (the " HGI Stock Plans ") shall, as of the Effective Time of the Subsidiary Merger, become fully 
vested regardless of the vesting schedule contained in any Option agreement or any of the HGI Stock Plans. At the Effective Time of the 
Subsidiary Merger, after giving effect to any such vesting, each Option shall be cancelled, and each holder of a cancelled Option shall be entitled 
to receive, in consideration for the cancellation of such Option, an amount in cash equal to the result obtained when the number of shares of HGI 
with respect to which such cancelled Option has not been exercised as of the cancellation of such Option is multiplied by the excess of the 
Merger Consideration over the exercise price per share of such cancelled Option (such result obtained, the " Spread "). The total consideration to 
be paid for the cancellation of all Options is hereinafter referred to as the " Option Cancellation Consideration ". The amount of Option 
Cancellation Consideration to be delivered to the holder of any such Options shall be subject to reduction to satisfy applicable withholding Tax 
obligations. With respect to each such Option, HGI shall, in cooperation with Nationwide Mutual and its Representatives, take, or cause to be 
taken, prior to the Effective Time of the Subsidiary Merger, all such action so that each such Option shall be automatically cancelled as of the 
Effective Time of the Subsidiary Merger and the holders of each such Option shall be entitled to receive from the Surviving Subsidiary, at the 
Effective Time of the Subsidiary Merger or as soon as practicable thereafter, only an amount in cash equal to the Spread, if any, in exchange for 
the cancellation of such Option, subject in each case to applicable withholding Tax obligations. 
        (b)   (i) Each restricted stock, restricted stock unit award, each performance stock unit award, each deferred stock unit award, and each other 
right, contingent or accrued, to acquire or receive shares or benefits measured by the value of such shares, and each award of any kind consisting 
of shares that may be held, awarded, outstanding, payable or reserved for issuance under any HGI Stock Plan, other than Options (each, a " 
Company Stock Award "), that is outstanding immediately prior to the Effective Time of the Subsidiary Merger (for the avoidance of doubt, 
excluding any rights under the ESPP) shall, to the extent then unvested, immediately vest and become nonforfeitable, and (ii) each Company 
Stock Award that is outstanding immediately prior to the Effective Time of the Subsidiary Merger shall be cancelled and converted into the right 
to receive an amount in cash, without interest, equal to the product of (A) the aggregate number of shares in respect of such Company Stock 
Award multiplied by (B) the Merger Consideration, less any Taxes required to be withheld in accordance with Section 3.3(i) (the " Stock-Based 
Consideration "). The Stock-Based Consideration will be paid as promptly as reasonably practicable after the Effective Time of the Subsidiary 
Merger (and no later than fifteen (15) Business Days after the Effective Time of the Subsidiary Merger), except, in each case, as otherwise 
required under the applicable HGI Stock Plans or any payment election made by an individual award holder in respect of the applicable Company 
Stock Award. The Parties intend that all payments of Stock-Based Consideration will comply with or be exempt from the provisions of 
Section 409A of the Code. 
        (c)   Following the date of this Agreement, no new offering period will be commenced under the HGI Amended and Restated Employee 
Stock Purchase Plan (the " ESPP "). The offering period under the ESPP that is in effect as of the date of this Agreement (the " ESPP Current 
Offering Period ") will terminate as set forth in the ESPP or, if earlier, immediately prior to the Effective Time of the Subsidiary Merger (such 
earlier time, the "ESPP Termination Time"). Any funds accumulated under the ESPP during the ESPP Current Offering Period will be used, as of 
the ESPP Termination Time, to acquire shares of common stock of HGI in accordance with the terms of the ESPP. As of the Effective Time, the 
ESPP will be terminated. 
        (d)   Following the date of this Agreement, no new offering period will be commenced under the HGI Agency Stock Purchase Plan (the " 
ASPP "). The offering period under the ASPP that is in effect as of the date of this Agreement (the " ASPP Current Offering Period ") will 
terminate as set forth in the ASPP or, if earlier, immediately prior to the Effective Time (such earlier time, the " ASPP Termination Time "). Any 
funds accumulated under the ASPP during the ASPP Current Offering Period will be used, as of the ASPP Termination Time, to acquire shares of 
common stock of HGI in accordance with the terms of the ASPP. As of the Effective Time, the ASPP will be terminated. 
        Section 3.3     Payment for Shares of HGI .      
        (a)   Prior to the Effective Time of the Subsidiary Merger, Merger Sub shall appoint a firm of national reputation to act as exchange agent 
(the " Exchange Agent "). At or prior to the Effective Time of the Subsidiary Merger, Nationwide Mutual shall deposit, or Nationwide Mutual 
shall otherwise take all steps necessary to cause to be deposited, with the Exchange Agent in an account (the " Exchange Fund ") the aggregate 
consideration to which stockholders of HGI other than the Surviving Company, holders of Options, and holders of Company Stock Awards shall 
be entitled at the Effective Time of the Subsidiary Merger pursuant to Section 3.1(b) . 
        (b)   Promptly after the Effective Time of the Subsidiary Merger, Merger Sub shall cause the Exchange Agent to mail to each record holder 
(other than the Surviving Company) of certificates (the " Certificates ") that immediately prior to the Effective Time of the Subsidiary Merger 
represented shares of HGI, a form of letter of transmittal which shall specify that delivery shall be effected, and risk of loss and title to the 
Certificates shall pass, only upon proper delivery of the Certificates to the Exchange Agent. Prior to the Effective Time, Merger Sub and HGI 
shall cooperate to establish procedures with the Exchange Agent and the Depository Trust Company (" DTC ") to ensure that (i) if the Closing 
occurs at or prior to 11:30 a.m. (New York time) on the Closing Date, the Exchange Agent will transmit to DTC or its nominees on the Closing 



Date an amount in cash in immediately available funds equal to the number of shares of HGI held of record by DTC or such nominee 
immediately prior to the Effective Time multiplied by the Merger Consideration (such amount, the " DTC Payment "), and (ii) if the Closing 
occurs after 11:30 a.m. (New York time) on the Closing Date, the Exchange Agent will transmit to DTC or its nominees on the first (1 st ) 
Business Day after the Closing Date an amount in cash in immediately available funds equal to the DTC Payment. 
        (c)   In effecting the payment of the Merger Consideration with respect to shares of HGI represented by Certificates entitled to payment of 
the Merger Consideration pursuant to Section 3.1(b)  (the " Cashed Shares "), upon the surrender of each such Certificate, the Exchange Agent 
shall pay the record holder of such Certificate the Merger Consideration multiplied by the number of Cashed Shares, in consideration therefor. 
Upon such payment such Certificate shall forthwith be cancelled. 
        (d)   From and after the Effective Time of the Subsidiary Merger until surrendered in accordance withSection 3.3(c), each Certificate 
representing shares of HGI (other than shares owned by the Surviving Company) shall represent solely the right to receive the Merger 
Consideration relating thereto. No interest or dividends shall be paid or accrued on the Merger Consideration. If the Merger Consideration (or any 
portion thereof) is to be delivered to any Person other than the Person in whose name the Certificate formerly representing shares of HGI 
surrendered therefor is registered, it shall be a condition to the right to receive such Merger Consideration that the Certificate so surrendered be 
properly endorsed or otherwise be in proper form for transfer and that the Person surrendering such shares of HGI shall pay to the Exchange 
Agent any transfer or other Taxes required by reason of the payment of the Merger Consideration to a Person other than the record holder of the 
Certificate surrendered, or shall establish to the satisfaction of the Exchange Agent that such Tax has been paid or is not applicable. 
        (e)   Promptly following the date that is one hundred eighty (180) days after the Effective Time of the Subsidiary Merger, the Exchange 
Agent shall deliver to the Surviving Subsidiary all cash, Certificates and other documents in its possession relating to the Transactions, and the 
Exchange Agent's duties shall terminate. Thereafter, each holder of a Certificate formerly representing shares of HGI may surrender such 
Certificate to the Surviving Subsidiary and (subject to applicable abandoned property, escheat, and similar Laws) receive in consideration 
therefor the Merger Consideration relating thereto without any interest or dividends thereon. 
        (f)    After the Effective Time of the Subsidiary Merger, there shall be no transfers on the stock transfer books of the Surviving Subsidiary of 
any shares of HGI that were outstanding immediately prior to the Effective Time of the Subsidiary Merger other than shares owned by the 
Surviving Company immediately prior to the Effective Time of the Subsidiary Merger. If, after the Effective Time of the Subsidiary Merger, 
Certificates formerly representing shares of HGI are presented to the Surviving Subsidiary or the Exchange Agent, they shall be surrendered and 
cancelled in return for the payment of the Merger Consideration relating thereto, as provided in this Article III. 
        (g)   None of HGI, Merger Sub, or the Exchange Agent shall be liable to any Person in respect of any cash from the Exchange Fund 
delivered to a public official in good faith pursuant to any applicable abandoned property, escheat, or similar Law. 
        (h)   If any Certificate shall have been lost, stolen, or destroyed, upon the making of an affidavit of that fact by the Person claiming such 
Certificate to be lost, stolen, or destroyed and, if required by the Surviving Subsidiary, the provision of reasonable and customary indemnity 
against any claim that may be made against it with respect to such Certificate, the Exchange Agent shall issue in exchange for such lost, stolen, or 
destroyed Certificate the Merger Consideration payable to such Person pursuant to this Agreement. 
        (i)    The Surviving Subsidiary shall be entitled to deduct and withhold from the Merger Consideration otherwise payable pursuant to this 
Agreement to any holder of Options, Company Stock Awards or shares of HGI such amounts as the Surviving Subsidiary is required to deduct 
and withhold with respect to the making of such payment under the Code, or any provision of state, local, or foreign Tax Law. To the extent that 
amounts are so withheld by the Surviving Subsidiary, such withheld amounts shall be treated for all purposes of this Agreement as having been 
paid to the holder of the shares of HGI with respect to which such deduction and withholding was made by the Surviving Subsidiary. 
        Section 3.4     Dissenting Shares.      
        (a)   Notwithstanding any provision of this Agreement to the contrary, shares of common stock of HGI that are outstanding immediately 
prior to the Effective Time of the Subsidiary Merger and that are held by stockholders of HGI who shall have neither voted in favor of the 
Subsidiary Merger nor consented thereto in writing and who shall have demanded properly in writing appraisal for such common stock of HGI in 
accordance with Section 262 of the DGCL (collectively, the " Dissenting Shares ") shall not be converted into, or represent the right to receive, 
the Merger Consideration. Such stockholders of HGI shall be entitled to receive payment of the appraised value of such shares of common stock 
of HGI held by them in accordance with the provisions of such Section 262 of the DGCL, except that all Dissenting Shares held by stockholders 
of HGI who shall have failed to perfect or who effectively shall have withdrawn or lost their rights to appraisal of such shares of common stock 
of HGI under such Section 262 of the DGCL shall thereupon be deemed to have been converted into, and to have become exchangeable for, as of 
the Effective Time of the Subsidiary Merger, the right to receive the Merger Consideration, without any interest thereon, upon surrender, in the 
manner provided in Section 3.3 , of the Certificate or Certificates (or Book-Entry Shares, as applicable) that formerly evidenced such shares of 
common stock of HGI. 
        (b)   HGI shall give Merger Sub (i) prompt notice of any demands for appraisal received by HGI, withdrawals of such demands, and any 
other instruments served pursuant to the DGCL and received by HGI and (ii) the opportunity to direct all negotiations and Proceedings with 
respect to demands for appraisal under the DGCL. HGI shall not, except with the prior written consent of Merger Sub, make any payment with 
respect to any demands for appraisal or offer to settle or settle any such demands. 

ARTICLE IV 
 REPRESENTATIONS AND WARRANTIES OF HARLEYSVILLE MUTUAL 

        As an inducement to the Nationwide Parties to enter into this Agreement, Harleysville Mutual hereby represents and warrants to the 
Nationwide Parties that, except as set forth in the items set forth in the Harleysville Mutual Disclosure Schedule (it being acknowledged and 
agreed by the Nationwide Parties that any matter set forth in any section or subsection of the Harleysville Mutual Disclosure Schedule will be 
deemed to be disclosed for all purposes of this Agreement and all other sections and subsections of the Harleysville Mutual Disclosure Schedule 
to which it is readily apparent that the matters so disclosed are applicable, but will expressly not be deemed to constitute an admission by 
Harleysville Mutual or any Harleysville Mutual Subsidiary, or otherwise to imply, that any such matter rises to the level of a Material Adverse 
Effect or is otherwise material for purposes of this Agreement or the Harleysville Mutual Disclosure Schedule): 
        Section 4.1     Organization and Qualification.      
        (a)   Harleysville Mutual is a mutual insurance company duly organized, validly existing, and in good standing under the Laws of the 
Commonwealth of Pennsylvania, and has all requisite corporate power and authority to conduct its Business as it is currently being conducted. 
Each of the Harleysville Mutual Subsidiaries is duly organized, validly existing, and in good standing under the Laws of the jurisdiction of its 
incorporation or formation, and has all requisite power and authority to conduct its Business as it is currently being conducted, except as would 
not have individually or in the aggregate, a Material Adverse Effect. Each of Harleysville Mutual and the Harleysville Mutual Subsidiaries is duly 
qualified to do Business, and is in good standing, in the respective jurisdictions where the character of its Assets, owned, operated or leased, or 
the nature of its Business, makes such qualification necessary, except where the failure to be so qualified or in good standing would not, 



individually or in the aggregate, be reasonably likely to have a Material Adverse Effect. Each of the Harleysville Mutual Subsidiaries is listed in 
Section 4.1(a)  of the Harleysville Mutual Disclosure Schedule. 
        (b)   Harleysville Mutual and each Harleysville Mutual Subsidiary (i) possesses an Insurance License in each jurisdiction in which it is 
required to possess an Insurance License, and (ii) is duly authorized in its jurisdiction of incorporation and each other applicable jurisdiction to 
write each line of business reported as being specified in the Harleysville SAP Statements. All such Insurance Licenses, including authorizations 
to transact reinsurance, are in full force and effect without amendment, limitation, or restriction, other than as described in Section 4.1(b)  of the 
Harleysville Mutual Disclosure Schedule, and Harleysville Mutual has no Knowledge of any event, inquiry or Proceeding which is reasonably 
likely to lead to the revocation, amendment, failure to renew, limitation, suspension, or restriction of any such Insurance License. 
        (c)   Copies of the Articles of Incorporation and Bylaws of Harleysville Mutual have been made available to Nationwide Mutual, and copies 
of the Articles of Incorporation and Bylaws (and other comparable organizational documents, if any) of each of the Harleysville Mutual 
Subsidiaries have been made available to Nationwide Mutual, and such copies are true and complete as of the date of this Agreement. 
        (d)   Harleysville Mutual and each of the Harleysville Mutual Subsidiaries does not directly or indirectly beneficially own any equity or 
similar interest in, or any interest convertible into or exchangeable or exercisable for any equity or similar interest in, any corporation, 
partnership, joint venture or other business association or entity that directly or indirectly conducts any activity which is material to Harleysville 
Mutual or each of the Harleysville Mutual Subsidiaries, other than (i) the Harleysville Mutual Subsidiaries, HGI, and the Subsidiaries of HGI, 
(ii) as disclosed in Section 4.1(d)  of the Harleysville Mutual Disclosure Schedule, and (iii) investments in publicly-traded securities constituting 
less than five percent (5%) of the outstanding equity of the issuing entity. 
        (e)   The minute books of Harleysville Mutual and of each of the Harleysville Mutual Subsidiaries have been made available to Nationwide 
Mutual. Such minute books contain a complete summary of all meetings of directors and meetings of members and reflect all of the material 
actions taken by each of their respective boards of directors (including each committee thereof) and shareholders (in the case of each Harleysville 
Mutual Subsidiary) or members since January 1, 2007. 
        (f)    Neither Harleysville Mutual nor any of the Harleysville Mutual Subsidiaries are "commercially domiciled" in any jurisdiction, or 
otherwise treated as domiciled in a jurisdiction, other than their respective states of domicile. 
        Section 4.2     Capitalization of Harleysville Mutual Subsidiaries.     All of the outstanding shares of capital stock (or of any other form of 
equity interest in the case of a Harleysville Mutual Subsidiary that is not a corporation) of each of the Harleysville Mutual Subsidiaries have been 
duly authorized and validly issued, are fully paid and nonassessable and were not issued in violation of any preemptive or subscription rights and, 
except as set forth in Section 4.2  of the Harleysville Mutual Disclosure Schedule, are owned by either Harleysville Mutual or another of the 
Harleysville Mutual Subsidiaries, free and clear of all Liens. Except as set forth in Section 4.2  of the Harleysville Mutual Disclosure Schedule, 
there are no outstanding subscriptions, options, warrants, calls, rights, convertible securities, obligations to make capital contributions or 
advances, or voting trust arrangements, shareholders' agreements, or other agreements, commitments or undertakings of any character to which 
Harleysville Mutual or any Harleysville Mutual Subsidiary is a party or by which any of them is bound relating to the issued or unissued capital 
stock (or of any other form of equity interest in the case of a Harleysville Mutual Subsidiary that is not a corporation) of any of the Harleysville 
Mutual Subsidiaries or securities convertible into, exchangeable for or evidencing the right to subscribe for any shares of such capital stock (or of 
any other form of equity interest in the case of a Harleysville Mutual Subsidiary that is not a corporation), which obligates Harleysville Mutual or 
any such Harleysville Mutual Subsidiary to issue, transfer, deliver or sell, or cause to be issued, transferred, delivered or sold, any such capital 
stock (or any such other form of equity interest in the case of a Harleysville Mutual Subsidiary that is not a corporation) or other securities or 
obligating Harleysville Mutual or any of the Harleysville Mutual Subsidiaries to issue, grant, extend, or enter into any such subscription, option, 
warrant, call, right, security, contribution, advance, arrangement, agreement, commitment, or undertaking. The name and percentage (if less than 
100%) of outstanding capital stock (or of any other form of equity interest in the case of a Harleysville Mutual Subsidiary that is not a 
corporation) owned, directly or indirectly, by Harleysville Mutual are set forth in Section 4.2  of the Harleysville Mutual Disclosure Schedule 
with respect to each Harleysville Mutual Subsidiary. 
        Section 4.3     Authority Relative to this Agreement.      
        (a)   Harleysville Mutual has all requisite corporate power and authority to execute and deliver this Agreement and, subject to approval of 
this Agreement by the Members of Harleysville Mutual, to consummate the Transactions and carry out its obligations under the Transaction 
Documents to which it is or will be a party. The execution and delivery of this Agreement by Harleysville Mutual and the consummation by 
Harleysville Mutual of the Transactions have been duly approved and authorized by the Board of Directors of Harleysville Mutual. Except for the 
approval and adoption of this Agreement by the Members of Harleysville Mutual, no other corporate proceedings on the part of Harleysville 
Mutual are necessary to authorize this Agreement and the Transactions. The requisite affirmative vote of the Members of Harleysville Mutual at 
the meeting called pursuant to Section 8.1(a)  is the only vote of the Members of Harleysville Mutual necessary to approve and adopt this 
Agreement and the Transactions. 
        (b)   This Agreement has been duly and validly executed and delivered by Harleysville Mutual and (assuming this Agreement is a valid and 
binding obligation of Nationwide Mutual) constitutes a valid and binding agreement of Harleysville Mutual enforceable against Harleysville 
Mutual in accordance with its terms, except that (i) such enforcement may be subject to bankruptcy, insolvency, reorganization, moratorium or 
other similar Laws now or hereafter in effect relating to creditors' rights generally, and (ii) the remedy of specific performance and injunctive 
relief may be subject to equitable defenses and to the discretion of the court before which any Proceeding therefor may be brought. 
        (c)   The Board of Directors of Harleysville Mutual has received the written opinion of Harleysville Mutual's financial advisor, Griffin 
Financial Group LLC, to the effect that the Parent Merger is fair to Harleysville Mutual from a financial point of view, after consideration of the 
impact of the merger on Harleysville Mutual's constituents, including agents, creditors, employees, policyholders and the communities in which 
Harleysville Mutual facilities are located. 
        (d)   The Board of Directors of Harleysville Mutual has also received the advice of Credit Suisse Securities (USA) LLC. 
        Section 4.4     No Violation; Governmental Filings.      
        (a)   The execution, delivery, and performance of this Agreement by Harleysville Mutual and the consummation by Harleysville Mutual of 
the Transactions will not (i) constitute a breach or violation of or default under the Articles of Incorporation or the Bylaws (or similar 
organizational documents) of Harleysville Mutual or of any of the Harleysville Mutual Subsidiaries; (ii) except as set forth in Section 4.4(a)(ii) of 
the Harleysville Mutual Disclosure Schedule, violate, conflict with, or result in a breach of any provisions of, or constitute a default (or an event 
which, with notice or lapse of time or both, would constitute a default) under, or result in the termination or cancellation of, or accelerate the 
performance required by, or result in a right of termination, cancellation or acceleration under, or result in the creation of any Lien (other than 
Permitted Liens) upon any of the Assets of Harleysville Mutual or any of the Harleysville Mutual Subsidiaries under, any of the terms, conditions 
or provisions of any Contract to which Harleysville Mutual or any Harleysville Mutual Subsidiary is a party or to which it or any of its Assets 
may be subject; or (iii) except as set forth in Section 4.4(a)(iii)  of the Harleysville Mutual Disclosure Schedule, constitute a breach or violation of 



or default under any Environmental Permit, Law, Order or License to which Harleysville Mutual or any of the Harleysville Mutual Subsidiaries is 
subject, except, in the case of clauses (ii) and (iii) of this Section 4.4(a) , to the extent such violation, conflict, breach, default, violation, Lien or 
requirement would not, individually or in the aggregate, have a Material Adverse Effect on Harleysville Mutual or any of the Harleysville Mutual 
Subsidiaries, taken as a whole, or prevent or render impracticable the consummation by Harleysville Mutual of the Transactions. 
        (b)   No consent, approval, License, notice, Order or authorization of, or registration, application, declaration or filing with (each a " Consent 
or Filing ") any Person is required with respect to Harleysville Mutual or any Harleysville Mutual Subsidiary in connection with the execution 
and delivery of this Agreement by Harleysville Mutual and the consummation by Harleysville Mutual of the Transactions except for: (i) the Core 
Governmental Approvals; (ii) the Governmental Approvals set forth in Section 4.4(b)  of the Harleysville Mutual Disclosure Schedule; (iii) such 
other applications, registrations, declarations, filings, authorizations; Orders, consents, and approvals as may be required under the Laws of other 
jurisdictions; (iv) the approval of this Agreement by the Members of Harleysville Mutual, as contemplated by Section 8.1(a) ; (v) the filings 
pursuant to Section 2.5(a) ; (vi) any Consent or Filing that is disclosed in Section 4.4(b)  of the Harleysville Mutual Disclosure Schedule or that 
would not otherwise be required to be disclosed pursuant to Section 4.4(a) ; and (vii) such other Consents or Filings, the failure of which to make 
or obtain would not, individually or in the aggregate, be reasonably likely to prevent or be a material impediment to the consummation of the 
Transactions or be reasonably likely to have a Material Adverse Effect on Harleysville Mutual or any of the Harleysville Mutual Subsidiaries 
taken as a whole or prevent or render impracticable the consummation by Harleysville Mutual of the Transactions. 
        Section 4.5     SAP Statements.      
        (a)   Harleysville Mutual has previously made available to Nationwide Mutual true and complete copies of the following: 
          (i)  the Annual Statements (including any combined annual statements) for Harleysville Mutual, the Harleysville Mutual Subsidiaries and 
the insurance company Subsidiaries of HGI as of and for the years ended December 31, 2008, 2009, and 2010; 
         (ii)  the Quarterly Statements for Harleysville Mutual, the Harleysville Mutual Subsidiaries and the insurance company Subsidiaries of HGI 
as of and for the calendar quarters ended March 31, 2011, and June 30, 2011; 
        (iii)  any supplemental or separate SAP Statements for Harleysville Mutual, the Harleysville Mutual Subsidiaries and the insurance company 
Subsidiaries of HGI for any of the periods ended December 31, 2008, 2009, and 2010 or March 30, 2011, or June 30, 2011 that are filed with any 
insurance Governmental Entity and that differ from the Annual Statements or the Quarterly Statements described in Section 4.5(a)(i)  or (ii)  
hereto; and 
        (iv)  the audited SAP balance sheets of Harleysville Mutual, the Harleysville Mutual Subsidiaries and the insurance company Subsidiaries of 
HGI as of December 31, 2008, 2009, and 2010 and the related audited summary of operations and statements of change in capital and surplus and 
cash flows of Harleysville Mutual for each such years, together with the notes related thereto and the reports thereon of KPMG LLP (collectively, 
with the items described in Sections 4.5(a)(i) , (ii) , and (iii) , the " Harleysville SAP Statements "). 
        (b)   Since December 31, 2007, Harleysville Mutual and the Harleysville Mutual Subsidiaries have filed all SAP Statements required to be 
filed with or submitted to Governmental Entities. 
        (c)   Each Harleysville Mutual SAP Statement complied (and, as to SAP Statements filed after the date of this Agreement, will comply) in all 
material respects with all applicable Laws when so filed, and all material deficiencies with respect to any such Harleysville Mutual SAP 
Statement, of which Harleysville Mutual has Knowledge, have been cured or corrected. Each Harleysville Mutual SAP Statement (and the notes 
related thereto) referred to in Sections 4.5(a) , (b) , and (d)  was prepared (and, as to SAP Statements filed after the date of this Agreement, will 
be prepared) in accordance with all applicable Laws and SAP and presents (and, as to SAP Statements filed after the date of this Agreement, will 
present) fairly, in all material respects, the statutory financial position of Harleysville Mutual and each Harleysville Mutual Subsidiary as of the 
respective dates thereof and the related summaries of operations, changes in capital and surplus and cash flows of Harleysville Mutual and each 
Harleysville Mutual Subsidiary for the respective periods covered thereby. To the Knowledge of Harleysville Mutual, each Harleysville Mutual 
SAP Statement (including the notes related thereto) referred to in Section 4.5(c)  was prepared (or, in the case of similar SAP Statements filed 
after the date of this Agreement, will be prepared) in accordance with the statutory accounting practices required by the insurance Governmental 
Entity in the jurisdiction in which such statement was (or will be) filed. 
        Section 4.6     Reserves.     The aggregate actuarial reserves and other actuarial amounts held in respect of Liabilities with respect to 
Insurance Contracts of Harleysville Mutual and each Harleysville Mutual Subsidiary as established or reflected in their December 31, 2010 
Annual Statements, March 31, 2011 Quarterly Statements, or June 30, 2011 Quarterly Statements: (a) (i) were determined in accordance with 
generally accepted actuarial standards consistently applied, (ii) were fairly stated, in all material respects, in accordance with sound actuarial 
principles, and (iii) were based on actuarial assumptions that are in accordance with or are more conservative than those specified in the related 
Insurance Contracts; and (b) complied with, in all material respects, the requirements of the Pennsylvania Insurance Law and all other applicable 
Laws. Harleysville Mutual and each Harleysville Mutual Subsidiary own Assets that qualify as admitted assets under applicable insurance Laws 
in an amount at least equal to the sum of their statutory reserves and other similar amounts. Harleysville Mutual has made available to 
Nationwide Mutual a true and complete copy of each Harleysville Actuarial Analysis. 
        Section 4.7     Absence of Certain Changes or Events.     Except as set forth in Section 4.7  of the Harleysville Mutual Disclosure Schedule or 
as disclosed in the Harleysville SAP Statements, since December 31, 2010, each of Harleysville Mutual and the Harleysville Mutual Subsidiaries 
has conducted its Business only in the Ordinary Course of Business consistent with past practice and there has not occurred: (a) a Material 
Adverse Effect, or any event or events which, individually or in the aggregate, are reasonably likely to have a Material Adverse Effect on 
Harleysville Mutual or any Harleysville Mutual Subsidiary, taken as a whole; (b) except as required by SAP or applicable Law, any material 
change by Harleysville Mutual or any Harleysville Mutual Subsidiary in its accounting principles, practices or methods; (c) any material addition 
or, to the Knowledge of Harleysville Mutual, any development involving a prospective material addition to the consolidated reserves of 
Harleysville Mutual or any Harleysville Mutual Subsidiary for future policy benefits or other policy claims and benefits other than as a result of 
activities and events in the Ordinary Course of Business; or (d) except as required by SAP or applicable Law, any change in the accounting, 
actuarial, investment, reserving, underwriting, or claims administration policies, practices, procedures, methods, assumptions, or principles of 
Harleysville Mutual or any Harleysville Mutual Subsidiary, as applicable, that has or would reasonably be expected to have an effect or impact, 
in any material respect, on the Business, Assets, Liabilities, results of operations or condition (financial or otherwise) of Harleysville Mutual or 
any Harleysville Mutual Subsidiary, taken as a whole. 
        Section 4.8     No Undisclosed Liabilities.     Except as disclosed in the Harleysville SAP Statements or as set forth in Section 4.8  of the 
Harleysville Mutual Disclosure Schedule, neither Harleysville Mutual nor any of the Harleysville Mutual Subsidiaries has any Liabilities required 
by SAP to be set forth on a balance sheet of Harleysville Mutual or any Harleysville Mutual Subsidiaries, other than (i) Liabilities arising since 
the date of the applicable Financial Statement in the Ordinary Course of Business consistent with past practice, (ii) arising under or incurred in 
connection with this Agreement or the Transactions, or (iii) that, individually or in the aggregate, are not material. 



        Section 4.9     Litigation.     Except (a) as set forth in Section 4.9  of the Harleysville Mutual Disclosure Schedule or as disclosed in the 
Harleysville SAP Statements, and (b) for any Proceeding which is not reasonably likely to give rise to a Liability in excess of $250,000, there are 
no Proceedings pending or, to the Knowledge of Harleysville Mutual or any of the Harleysville Mutual Subsidiaries, threatened against 
Harleysville Mutual or any Harleysville Mutual Subsidiary before any Governmental Entity or arbitrator, and no such Proceedings described in 
clauses (a)  or (b)  above would give any Person the right to enjoin or rescind the Transactions or otherwise prevent Harleysville Mutual or any of 
the Harleysville Mutual Subsidiaries from complying with the terms of this Agreement. 
        Section 4.10     Compliance with Law.      
        (a)   Except as set forth inSection 4.10(a) of the Harleysville Mutual Disclosure Schedule, since January 1, 2007, neither Harleysville Mutual 
nor any Harleysville Mutual Subsidiary has been in violation (or, with notice or lapse of time or both, would be in violation) of any term or 
provision of any Law (including any applicable data security or privacy Laws) applicable to it or any of its Assets, which violation, individually 
or in the aggregate, could result in any material Liability to Harleysville Mutual or any Harleysville Mutual Subsidiary. Harleysville Mutual has 
made available to Nationwide Mutual all reports (including draft reports) of examinations of the affairs of Harleysville Mutual and any 
Harleysville Mutual Subsidiary (including market conduct examinations) issued by insurance Governmental Entities for any period ending on a 
date on or after January 1, 2007. Except as set forth in Section 4.10(a)  of the Harleysville Mutual Disclosure Schedule, all material deficiencies 
or violations in such reports for any prior period have been resolved. Except as set forth in Section 4.10(a)  of the Harleysville Mutual Disclosure 
Schedule, Harleysville Mutual has not received any written notice in the past five (5) years from any Governmental Entity regarding any actual or 
alleged material violation of, or failure to comply with, or material Liability under any applicable Law (including any applicable data security or 
privacy Laws). Except as set forth in Section 4.10(a)  of the Harleysville Mutual Disclosure Schedule, all outstanding Insurance Contracts issued 
or assumed by Harleysville Mutual and each Harleysville Mutual Subsidiary are, to the extent required by applicable Law, on forms and at rates 
approved by the insurance Governmental Entities of the jurisdictions where issued or have been filed with and not objected to by such 
Governmental Entities within the periods provided for objection, except where the failure to file would not, individually or in the aggregate, 
reasonably be expected to result in any material Liability to Harleysville Mutual or any Harleysville Mutual Subsidiary. 
        (b)   Except as set forth inSection 4.10(b) of the Harleysville Mutual Disclosure Schedule, neither Harleysville Mutual nor any Harleysville 
Mutual Subsidiary is a party to any Contract with or other undertaking of, or is subject to any Order by, or is a recipient of any supervisory letter 
or other written communication of any kind from, any Governmental Entity which: (i) is, individually or in the aggregate, reasonably likely to 
have a Material Adverse Effect on Harleysville Mutual or any of the Harleysville Mutual Subsidiaries, taken as a whole, or (ii) has been received 
since January 1, 2007 and relates to its reserve adequacy or its marketing, sales, trade, or underwriting practices or policies and which is 
reasonably likely to be materially adverse to Harleysville Mutual or any Harleysville Mutual Subsidiary, nor has Harleysville Mutual or any of 
the Harleysville Mutual Subsidiaries been notified in writing by any Governmental Entity that it is contemplating issuing or requesting (or is 
considering the appropriateness of issuing or requesting) any such Order, Contract, undertaking, letter, or other written communication. 
        (c)   Harleysville Mutual and the Harleysville Mutual Subsidiaries have implemented procedures and programs which are designed to 
provide reasonable assurance that Harleysville Mutual, the Harleysville Mutual Subsidiaries, and their employees and Producers are in 
compliance in all material respects with all applicable Laws, including advertising, licensing, data security, privacy and sales Laws. 
        Section 4.11     Assets.     Except as set forth in Section 4.11  of the Harleysville Mutual Disclosure Schedule and except for Assets disposed 
of since December 31, 2010 in the Ordinary Course of Business consistent with past practice: (a) Harleysville Mutual and each of the 
Harleysville Mutual Subsidiaries own all Assets that are disclosed or otherwise reflected in their December 31, 2010 Annual Statements and all 
Assets acquired thereafter, and all such Assets are owned by such Persons, free and clear of all Liens other than Permitted Liens; and (b) (i) 
Harleysville Mutual and each Harleysville Mutual Subsidiary own good and indefeasible, marketable fee simple title to, or have a valid leasehold 
interest in, all real property used in the conduct of their Business or of a type which would be required to be specifically disclosed by Harleysville 
Mutual or any Harleysville Mutual Subsidiary in Schedule A of its Annual Statement, free and clear of all Liens other than Permitted Liens; and 
(ii) in the aggregate, all real property, other than unimproved land, is, in all material respects, suitable for its current uses; (iii) Harleysville 
Mutual and each Harleysville Mutual Subsidiary own, or have a valid leasehold interest in or a valid right under Contract to use, all personal 
property that is presently used in and is material to the conduct of their Business, free and clear of all Liens other than Permitted Liens; and 
(iv) Harleysville Mutual and each Harleysville Mutual Subsidiary own, free and clear of all Liens other than Permitted Liens, or are licensed or 
otherwise possess legally enforceable rights to use, all Intellectual Property that is material to the conduct of their Business; and neither 
Harleysville Mutual nor any Harleysville Mutual Subsidiary is in conflict with or violation or infringement of, nor has Harleysville Mutual or any 
Harleysville Mutual Subsidiary received any written notice of any such conflict with or violation or infringement of, any asserted rights of any 
other Person with respect to any Intellectual Property. 
        Section 4.12     Environmental Matters.      
        (a)   Except as set forth inSection 4.12(a) of the Harleysville Mutual Disclosure Schedule, each of Harleysville Mutual and the Harleysville 
Mutual Subsidiaries and all Harleysville Mutual Real Property (including all owners or operators thereof) are in compliance in all material 
respects with all applicable Environmental Laws, which compliance includes the possession of all material Environmental Permits required under 
Environmental Laws and compliance with the terms and conditions thereof. Except as set forth in Section 4.12(a)  of the Harleysville Mutual 
Disclosure Schedule, neither Harleysville Mutual nor any Harleysville Mutual Subsidiary has received any written communication, whether from 
a Governmental Entity, citizens' group, employee, or otherwise, that remains pending and alleges that Harleysville Mutual or any Harleysville 
Mutual Subsidiary or any Harleysville Mutual Real Property (including any owner or operator thereof) is not in such compliance. Neither 
Harleysville Mutual nor any Harleysville Mutual Subsidiary has been notified in a writing that remains pending by any Governmental Entity that 
any such Environmental Permit will be modified, suspended or revoked or cannot be renewed or transferred in the Ordinary Course of Business 
consistent with past practice or in connection with the Parent Merger. 
        (b)   Except as set forth inSection 4.12(b) of the Harleysville Mutual Disclosure Schedule, there is no Environmental Claim pending or, to 
the Knowledge of Harleysville Mutual or the Harleysville Mutual Subsidiaries, threatened against Harleysville Mutual, any Harleysville Mutual 
Subsidiary, any Harleysville Mutual Real Property (including any owner or operator thereof), or any Person whose Liability for any 
Environmental Claims Harleysville Mutual or any Harleysville Mutual Subsidiary has retained or assumed either contractually or by operation of 
Law. 
        (c)   There have been no releases, spills, leaks or discharges of Hazardous Substances at, from, or to any Harleysville Mutual Real Property 
or, to the Knowledge of Harleysville Mutual or any of the Harleysville Mutual Subsidiaries, at any other property, in each case, which is 
reasonably likely to require Harleysville Mutual or any Harleysville Mutual Subsidiary to undertake investigation, abatement, removal, remedial, 
corrective, or other response action pursuant to applicable Environmental Laws. None of the Harleysville Mutual Real Property (i) is listed or 
proposed for listing on any list maintained by any Governmental Entity of sites that may require investigation, abatement, removal, remedial, 
corrective, or other response action pursuant to applicable Environmental Laws, including the CERCLIS or the NPL, or (ii) is the subject of any 



abatement, removal, remedial, corrective, or other response action pursuant to applicable Environmental Laws or, to the Knowledge of 
Harleysville Mutual or any Harleysville Mutual Subsidiary, is subject to any investigation with respect thereto. 
        (d)   Except as set forth inSection 4.12(d) of the Harleysville Mutual Disclosure Schedule, to the Knowledge of Harleysville Mutual or any 
Harleysville Mutual Subsidiary, no Hazardous Substances were manufactured, generated, stored, treated, transported from, or otherwise managed 
at any Harleysville Mutual Real Property, except in all material respects in compliance with all applicable Environmental Laws and except as has 
not created any material Liability with respect to any Harleysville Mutual Real Property, nor were Hazardous Substances from any Harleysville 
Mutual Real Property disposed of by Harleysville Mutual or any Harleysville Mutual Subsidiary at any other property in a manner that, to the 
Knowledge of Harleysville Mutual or any Harleysville Mutual Subsidiary, could result in a material Liability under applicable Environmental 
Law. 
        Section 4.13     Contracts.     Harleysville Mutual has made available to Nationwide Mutual true and complete copies of the following 
Contracts, which are currently in force, to which Harleysville Mutual or any Harleysville Mutual Subsidiary is a party or by which any Assets of 
Harleysville Mutual or any Harleysville Mutual Subsidiary are or may be bound, as such Contracts may have been amended to the date of this 
Agreement: 
        (a)   all Contracts with any Person, including any Governmental Entity, containing any provision or covenant: (i) limiting the ability of 
Harleysville Mutual or any Harleysville Mutual Subsidiary to engage in any line of business, to compete with any Person, to do business with any 
Person or in any location or to employ any Person, or (ii) limiting the ability of any Person to compete with or obtain products or services from 
Harleysville Mutual or any Harleysville Mutual Subsidiary; 
        (b)   all Contracts relating to the borrowing of money in excess of $1,000,000 by Harleysville Mutual or any Harleysville Mutual Subsidiary 
or the direct or indirect guarantee by Harleysville Mutual or any Harleysville Mutual Subsidiary of any obligation of any Person for borrowed 
money or other financial obligation of any Person in excess of $1,000,000, or any other Liability of Harleysville Mutual or any Harleysville 
Mutual Subsidiary in respect of indebtedness for borrowed money or other financial obligation of any Person in excess of $1,000,000, including 
any Contract relating to or containing provisions with respect to: (i) the maintenance of compensating balances that are not terminable by 
Harleysville Mutual or any Harleysville Mutual Subsidiary without penalty upon not more than ninety (90) days' notice, (ii) any lines of credit or 
similar facilities, (iii) the payment for property, products, or services of any other Person even if such property, products or services are not 
conveyed, delivered or rendered, or (iv) any obligation to satisfy any financial obligation or covenants, including take-or-pay, keep-well, make-
whole or maintenance of working capital, capital, or earnings levels or financial ratios or to satisfy similar requirements; 
        (c)   all Contracts (other than Insurance Contracts and other Contracts entered into in the Ordinary Course of Business) with any Person 
containing any provision or covenant relating to the indemnification or holding harmless by Harleysville Mutual or any Harleysville Mutual 
Subsidiary of any Person which could under any circumstance result in a Liability to Harleysville Mutual or any of the Harleysville Mutual 
Subsidiaries of $250,000 or more; 
        (d)   all leases or subleases of real property used in the conduct of the Business of Harleysville Mutual or any Harleysville Mutual Subsidiary 
and all other leases, subleases or rental or use Contracts providing for annual rental payments to be paid by or on behalf of Harleysville Mutual or 
any Harleysville Mutual Subsidiary, involving, in the case of each of the foregoing, annual payments in excess of $100,000; 
        (e)   all Contracts relating to the future disposition (including restrictions on transfer or rights of first refusal) or future acquisition of any 
interest in any business enterprise, and all Contracts relating to the future disposition of a material portion of the Assets of Harleysville Mutual or 
any Harleysville Mutual Subsidiary other than in each case any Investment Asset or interest in any business enterprise or Assets to be acquired or 
disposed of in the Ordinary Course of Business or involving consideration of less than $250,000; 
        (f)    all Insurance Contracts (including (i) any Contract pursuant to which Harleysville Mutual or any of the Harleysville Mutual 
Subsidiaries receives or has received surplus relief, and (ii) with respect to each such Contract, the ceding and assuming Person, the business 
reinsured, and the amount of the Liability reinsured), other than insurance policies with policyholders of Harleysville Mutual or any Harleysville 
Mutual Subsidiary issued in the Ordinary Course of Business; 
        (g)   all other Contracts (other than (i) Insurance Contracts, (ii) Contracts relating to Investment Assets entered into in the Ordinary Course 
of Business, (iii) Contracts solely between Harleysville Mutual or any Harleysville Mutual Subsidiary, on the one hand, and any Harleysville 
Mutual Subsidiary, on the other hand, and (v) other Contracts which are expressly excluded under any other subsection of this Section 4.13 ) that 
involve or are reasonably likely to involve the payment pursuant to the terms of such Contracts by or to Harleysville Mutual or any Harleysville 
Mutual Subsidiary of $250,000 or more other than Contracts with Producers; 
        (h)   all Contracts or arrangements (including those relating to allocations of expenses, personnel, services or facilities) between or among 
Harleysville Mutual and any Subsidiary or Affiliate of Harleysville Mutual or HGI; 
        (i)    all outstanding proxies (other than routine proxies in connection with annual meetings), powers of attorney or similar delegations of 
authority of Harleysville Mutual or any Harleysville Mutual Subsidiary to an unrelated Person, other than those entered into in the Ordinary 
Course of Business consistent with past practice in connection with Investment Assets; and 
        (j)    all Contracts the terms of which provide or contemplate that the Parent Merger will give rise to any form of severance, compensation, 
or other Liability for Harleysville Mutual, any Harleysville Mutual Subsidiary, or the Surviving Company. 
        Each of the Contracts made available pursuant to thisSection 4.13 is in full force and effect, constitutes a legal, valid and binding obligation 
of each of Harleysville Mutual and the Harleysville Mutual Subsidiaries to the extent that it is a party thereto, and is enforceable in accordance 
with its terms. Except as set forth in Section 4.13  of the Harleysville Mutual Disclosure Schedule, neither Harleysville Mutual nor any 
Harleysville Mutual Subsidiary is in violation, breach, or default, or has failed to perform any obligation, under any such Contract or, with or 
without notice or lapse of time or both, would be in violation, breach or default, or would fail to perform any obligation, under any such Contract, 
except for violations, breaches or defaults which would not, individually or in the aggregate, reasonably be expected to result in any obligation or 
Liability of Harleysville Mutual or any Harleysville Mutual Subsidiary in excess of $250,000. 
        Section 4.14     Insurance Issued by Harleysville Mutual and Harleysville Mutual Subsidiaries.     Except as set forth in Section 4.14  of the 
Harleysville Mutual Disclosure Schedule: 
        (a)   All material Contracts to which Harleysville Mutual or any Harleysville Mutual Subsidiary is a party with respect to reinsurance 
applicable to insurance in force on the date of this Agreement, and all material Contracts under which Harleysville Mutual or any Harleysville 
Mutual Subsidiary has any obligation to cede insurance, are valid, binding and in full force and effect in accordance with their terms. Harleysville 
Mutual and each of the Harleysville Mutual Subsidiary are not in material default of any such material Contract; 
        (b)   Each Insurance Contract or certificate form, as well as any related application form, written advertising material, and rates or rules 
currently marketed by Harleysville Mutual, or any Harleysville Mutual Subsidiary the use or issuance of which requires filing or approval, has 
been appropriately filed, and if required by applicable Law, approved or not objected to by the insurance Governmental Entities of any state in 



which such Insurance Contracts, and forms, applications, advertising materials, rates or rules, are required to be filed. All such Insurance 
Contracts and certificates, forms, applications, advertising materials, and rates or rules are in material compliance with all applicable Laws; 
        (c)   Since January 1, 2007, all claims and benefits claimed by any Person under any Insurance Contract of Harleysville Mutual or any 
Harleysville Mutual Subsidiary have been paid (or provision for payment thereof has been made) in accordance with the terms of the Insurance 
Contracts under which they arose, and such payments were not delinquent and were paid without fines or penalties, except for any such claims or 
claim for benefits of less than $2,000,000 for which Harleysville Mutual or such Harleysville Mutual Subsidiary reasonably believes there is a 
reasonable basis to contest payment and is taking (or is preparing to take) such action or as set forth in Section 4.9  of the Harleysville Mutual 
Disclosure Schedule; 
        (d)   Except as set forth in the SAP Statements referred to inSection 4.5 and except as provided by applicable Law, no provision in any 
Insurance Contract in force gives policyholders the right to receive dividends or distributions on their Insurance Contracts (other than accruals of 
interest on cash values or as claim benefits) or otherwise share in the benefits, revenue or profits of Harleysville Mutual or any Harleysville 
Mutual Subsidiary, nor have Harleysville Mutual or any Harleysville Mutual Subsidiary marketed any of their respective products in such a 
manner as could reasonably be expected to create an expectation on the part of a policyholder to receive any such dividends or distributions. 
Except as incurred in the Ordinary Course of Business consistent with past practice, neither Harleysville Mutual nor any Harleysville Mutual 
Subsidiary is liable to pay commissions upon the renewal of any Insurance Contract nor is it a party to any agreement providing for the collection 
of insurance premiums payable to Harleysville Mutual or any Harleysville Mutual Subsidiary by any other Person; 
        (e)   Harleysville Mutual has made available to Nationwide Mutual a copy of all written investment policies and procedures for Harleysville 
Mutual and any Harleysville Mutual Subsidiary. Harleysville Mutual and each Harleysville Mutual Subsidiary have at all times complied with 
such investment policies and procedures in all material respects; 
        (f)    No Harleysville Mutual Subsidiary is engaged in any activity that would require registration by Harleysville Mutual or any Harleysville 
Mutual Subsidiary as an investment company, broker-dealer, investment advisor or fund administrator under any applicable state or federal Law, 
including the Exchange Act, the Investment Company Act, and the Investment Advisers Act. Neither Harleysville Mutual nor any Harleysville 
Mutual Subsidiary maintains or manages any open-end management investment company or portfolio; 
        (g)   Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary is engaged in the business of serving as a custodian or transfer 
agent; 
        (h)   Since January 1, 2008, Harleysville Mutual and each Harleysville Mutual Subsidiary has duly and validly filed or caused to be filed all 
reports, statements, documents, registrations, filings, or submissions that were required by applicable insurance Laws to be filed; all such filings 
complied with all applicable Laws when filed, and no material deficiencies have been asserted with respect to any such filings which have not 
been satisfied in all material respects, except to the extent that the failure to make any such filing or submission would not, individually or in the 
aggregate, result in any Liability to Harleysville Mutual or any Harleysville Mutual Subsidiary in excess of $250,000; 
        (i)    Harleysville Mutual has made available to Nationwide Mutual correct and complete copies of all of the Harleysville Mutual 
Reinsurance Treaties and all such Harleysville Mutual Reinsurance Treaties are in full force and effect, and the consummation of the 
Transactions will not result in a violation or breach of, or constitute (with or without notice or lapse of time or both) a default (or give rise to any 
right of termination, cancellation or result in the loss of any benefit) under, any of the terms, conditions or provisions of any of the Harleysville 
Mutual Reinsurance Treaties. Harleysville Mutual has reasonably concluded that all reinsurance, coinsurance or similar recoverable amounts 
reflected in the Harleysville SAP Statements are collectible, and Harleysville Mutual has no Knowledge of any material adverse change in the 
financial condition of its reinsurers that might raise concern regarding their ability to honor their reinsurance, coinsurance or similar 
commitments. No party to any of the Harleysville Mutual Reinsurance Treaties has given notice to Harleysville Mutual or any Harleysville 
Mutual Subsidiary that such party intends to terminate, cancel or alter the pricing of any of the Harleysville Mutual Reinsurance Treaties as a 
result of or following consummation of the Transactions. With respect to each Harleysville Mutual Reinsurance Treaty, there is no material 
default or claim of any material default thereunder by Harleysville Mutual or any Harleysville Mutual Subsidiary that is a party thereto or, to the 
Knowledge of Harleysville Mutual, by any other party thereto, and no event has occurred that, with the passage of time or the giving of notice or 
both would constitute a material default thereunder by Harleysville Mutual or any Harleysville Mutual Subsidiary that is a party thereto or, to the 
Knowledge of Harleysville Mutual, by any other party thereto, or would permit material modification, acceleration or termination thereof. No 
Harleysville Mutual Reinsurance Treaty contains any provision providing that the other party thereto may terminate or alter the pricing of the 
same by reason of the Transactions, or contains any other provision which would be altered or otherwise become applicable by reason of the 
Transactions. Since December 31, 2010, no Harleysville Mutual Reinsurance Treaty has been cancelled. Since December 31, 2010, there have 
been no disputes under any Harleysville Mutual Reinsurance Treaty other than disputes in the Ordinary Course of Business for which adequate 
loss reserves have been established. Any adjustment to any Tax that results in a Tax Liability to Harleysville Mutual caused by an agreed or 
otherwise determined adjustment to the allocations made in reinsurance treaties or agreements involving Harleysville Mutual or any Subsidiary of 
Harleysville Mutual shall not constitute a breach of any representation or warranty made in this Agreement with respect to Tax matters; 
        (j)    (i) To Harleysville Mutual's Knowledge, each Producer, at the time such Producer wrote, sold or produced business for Harleysville 
Mutual or such Harleysville Mutual Subsidiary, was duly licensed under applicable Law for the type of business written, sold or produced by 
such Producer in the particular jurisdiction in which such Producer wrote, sold or produced such business for Harleysville Mutual or such 
Harleysville Mutual Subsidiary, and was duly appointed, if applicable, by Harleysville Mutual or such Harleysville Mutual Subsidiary as its 
Producer; (ii) to Harleysville Mutual's Knowledge, no such Producer violated (or with notice or lapse of time or both would have violated) any 
term or provision of any Law or Order applicable to any aspect (including the marketing, writing, sale or production) of the Business of 
Harleysville Mutual or such Harleysville Mutual Subsidiary; and (iii) there are no material disputes between Harleysville Mutual or a 
Harleysville Mutual Subsidiary on the one hand and any such Producer on the other; and 
        (k)   Except as set forth inSection 4.14(k) of the Harleysville Mutual Disclosure Schedule, there are no claims or assessments against 
Harleysville Mutual or any Harleysville Mutual Subsidiary by any insurance guaranty association, joint underwriting association, residual market 
facility or assigned risk pool. To the Knowledge of Harleysville Mutual, no such claim or assessment is pending. 
        Section 4.15     Cancellations.     Except as set forth in Section 4.15  of the Harleysville Mutual Disclosure Schedule, between December 31, 
2010 and the date of this Agreement, no Person or group of Persons acting in concert writing, selling or producing insurance business, which in 
the aggregate accounted for 2% or more of the gross premium income of Harleysville Mutual or any Harleysville Mutual Subsidiary, taken as a 
whole, for the year ended December 31, 2010, has terminated or substantially reduced, or, to the Knowledge of Harleysville Mutual, threatened in 
writing to terminate or substantially reduce, its relationship with Harleysville Mutual or any Harleysville Mutual Subsidiary. 
        Section 4.16     Operations Insurance.     Harleysville Mutual has made available to Nationwide Mutual copies of all liability, property, 
workers compensation, directors and officers liability, and other similar Insurance Contracts that insure the Business or properties of Harleysville 
Mutual or any Harleysville Mutual Subsidiary or affect or relate to the ownership, use, or operations of any Assets of Harleysville Mutual or any 



Harleysville Mutual Subsidiary and that have been issued to Harleysville Mutual or any Harleysville Mutual Subsidiary. All such Insurance 
Contracts are in full force and effect and are with financially sound and reputable insurers, and all premiums due and payable thereon have been 
paid in full on a timely basis. All notices of reportable incidents with respect to such insurance occurring during the last five (5) years have been 
given in writing to appropriate carriers on a basis sufficiently timely to preserve the right of recovery of such insurance, and a copy of all such 
notices has been made available to Nationwide Mutual. Except as set forth in Section 4.16  of the Harleysville Mutual Disclosure Schedule, no 
party to any Insurance Contract has stated an intent or, to the Knowledge of Harleysville Mutual or any Harleysville Mutual Subsidiary, 
threatened to terminate or materially increase the premium in respect of any such Insurance Contract. 
        Section 4.17     Taxes and Tax Returns.     Except as set forth in Section 4.17  of the Harleysville Mutual Disclosure Schedule with respect to 
Harleysville Mutual and any Person that is a Harleysville Mutual Subsidiary on or after the date hereof: 
        (a)   All income Tax Returns and all other material Tax Returns required under applicable Law to be filed with or provided to any Person by 
Harleysville Mutual or any Harleysville Mutual Subsidiary have been (and, as to Tax Returns not filed as of the date of this Agreement, will be) 
timely filed (within any applicable extension periods) and such Tax Returns were true, complete and correct in all material respects; 
        (b)   Harleysville Mutual and each Harleysville Mutual Subsidiary have within the time and in the manner prescribed by Law paid all Taxes 
due and payable except for those Taxes that are being contested in good faith and for which adequate reserves have been taken. To the 
Knowledge of Harleysville Mutual, no claim has ever been made by an authority in a jurisdiction where Harleysville Mutual or any Harleysville 
Mutual Subsidiary does not file Tax Returns that Harleysville Mutual or any Harleysville Mutual Subsidiary may be subject to taxation by that 
jurisdiction; 
        (c)   Harleysville Mutual and each Harleysville Mutual Subsidiary have established (and until the Effective Time will maintain) on their 
books and records: (i) reserves adequate to pay all Taxes not yet due and payable and all deficiencies asserted, proposed or, to the Knowledge of 
Harleysville Mutual or any Harleysville Mutual Subsidiary, threatened against Harleysville Mutual or any Harleysville Mutual Subsidiary, and 
(ii) reserves for deferred Taxes, in each case, in accordance with SAP or GAAP, as the case may be; 
        (d)   Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary has requested any extension of time within which to file any Tax 
Return, which Tax Return has not since been filed; 
        (e)   Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary has executed any waivers, extensions, or comparable consents 
regarding the application of the statute of limitations with respect to any Taxes or Tax Returns, which waivers, extensions, or comparable 
consents remain in effect; 
        (f)    To the Knowledge of Harleysville Mutual, no outstanding deficiencies, assessments, or written proposals for the assessment of any 
Taxes, that are separately or collectively material in amount, have been proposed, asserted or assessed in writing against Harleysville Mutual or 
any of the Harleysville Mutual Subsidiaries by any taxing authority; 
        (g)   No Proceedings are presently pending with regard to any Taxes or Tax Returns of Harleysville Mutual or any Harleysville Mutual 
Subsidiary, and Harleysville Mutual has no Knowledge of any threatened Proceeding with respect to any such Taxes or Tax Returns. 
        (h)   No power of attorney currently in force has been granted by Harleysville Mutual or any Harleysville Mutual Subsidiary with respect to 
any matter relating to Taxes; 
        (i)    Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary has received a Tax Ruling or entered into a Closing Agreement 
with any taxing authority that would have a continuing adverse effect after the Effective Time of the Parent Merger; 
        (j)    Harleysville Mutual and the Harleysville Mutual Subsidiaries have made available to Nationwide Mutual complete and accurate copies 
of: (i) all federal and state income Tax Returns, and any amendments thereto, filed by or on behalf of Harleysville Mutual and each Harleysville 
Mutual Subsidiary for all taxable years since 2007, and (ii) all audit reports received from any taxing authority relating to any Tax Return filed by 
Harleysville Mutual or any Harleysville Mutual Subsidiary; 
        (k)   Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary is a party to any Tax allocation or sharing agreement with any 
Person. Neither Harleysville Mutual or any Harleysville Mutual Subsidiary has any Liability for Taxes of any Person other than Harleysville 
Mutual or a Harleysville Mutual Subsidiary under Treasury Regulation Section 1.1502-6 (or any similar provision of state, local or foreign Law), 
as a transferee or successor, by Contract or otherwise; 
        (l)    Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary has taken any action or has any Knowledge of any fact or 
circumstance relating to Harleysville Mutual or any Harleysville Mutual Subsidiary that is reasonably likely to adversely affect the status of the 
Parent Merger as a reorganization under Section 368 of the Code; and 
        (m)  Neither Harleysville Mutual nor any Harleysville Mutual Subsidiary has entered into a records retention agreement with any taxing 
authority. 
        Section 4.18     Benefit Plans.     Except with respect to any indirect Liability arising from Harleysville Mutual being in the same ERISA 
Controlled Group as HGI, neither Harleysville Mutual nor any of the Harleysville Mutual Subsidiaries, directly or indirectly, sponsors, maintains, 
contributes or is required to contribute to, or has any obligation or Liability with respect to, any Benefit Plan. 
        Section 4.19     Labor and Employment Matters.     Neither Harleysville Mutual nor any of the Harleysville Mutual Subsidiaries (a) has any 
employees or has entered into or otherwise has any Liability under any employment, consulting, or similar Contract with any individual, (b) has 
paid or is obligated to pay compensation to any Person since January 1, 2007, or (c) is a party to or bound by any union Contract, collective 
bargaining agreement, employment Contract, independent contractor agreement, consulting agreement or other similar type of Contract. There is 
no Proceeding before any Governmental Entity alleging unfair labor practices, civil rights violations, employment discrimination, or any similar 
claim or charge against Harleysville Mutual or any of the Harleysville Mutual Subsidiaries, and there are no existing facts which would lead to 
any such claim or charge. 
        Section 4.20     Intellectual Property.      
        (a)   Section 4.20(a) of the Harleysville Mutual Disclosure Schedule sets forth a list of all Intellectual Property owned by Harleysville 
Mutual and any Harleysville Mutual Subsidiary other than unregistered copyrights and trade secrets. Such Intellectual Property is subsisting and 
is valid and enforceable. Except as set forth in Section 4.20(a)  of the Harleysville Mutual Disclosure Schedule, (i) Harleysville Mutual and any 
Harleysville Mutual Subsidiary owns, free and clear of all Liens, (except for Permitted Liens), or has a license or other right to use all Intellectual 
Property to the extent necessary for the conduct of its Business as currently conducted; (ii) there is no claim or Proceeding pending against 
Harleysville Mutual nor any Harleysville Mutual Subsidiary, to the Knowledge of Harleysville Mutual or any Harleysville Mutual Subsidiary, 
threatened against Harleysville Mutual or any Harleysville Mutual Subsidiary that has been made in the past three (3) years alleging that 
Harleysville Mutual or any Harleysville Mutual Subsidiary is infringing any Intellectual Property rights of any third party; and (iii) neither 
Harleysville Mutual nor any Harleysville Mutual Subsidiary has made any claim against any third party that remains pending alleging the 
infringement of any Intellectual Property right of Harleysville Mutual or such Harleysville Mutual Subsidiary. Each of Harleysville Mutual and 
the Harleysville Mutual Subsidiaries has taken commercially reasonable efforts to maintain the secrecy of the material trade secrets owned by 



Harleysville Mutual and any Harleysville Mutual Subsidiary. The Computer Systems and Computer Software owned or used by Harleysville 
Mutual or any Harleysville Mutual Subsidiary in the conduct of its Business are sufficient in all material respects for the immediate needs of the 
Business of Harleysville Mutual and each Harleysville Mutual Subsidiary, other than upgrades in the Ordinary Course of Business. In the last 
twelve (12) months, there has been no crash, failure, breakdown, or continued substandard performance affecting any such Computer Systems or 
Computer Software that has adversely affected the Business, results of operation or condition (financial or otherwise) of Harleysville Mutual or 
any Harleysville Mutual Subsidiary. 
        (b)   Except as set forth inSection 4.20(b) of the Harleysville Mutual Disclosure Schedule, in the past three (3) years, Computer Software 
owned by Harleysville Mutual or any Harleysville Mutual Subsidiary has not been disclosed, delivered, or made available to any Person that is 
not an employee or consultant of Harleysville Mutual or any Harleysville Mutual Subsidiary, and neither Harleysville Mutual nor any 
Harleysville Mutual Subsidiary has agreed to provide such Computer Software to any such Person (including as part of the escrow arrangement). 
Except as set forth in Section 4.20(b)  of the Harleysville Mutual Disclosure Schedule, the Computer Software owned by Harleysville Mutual or 
any Harleysville Mutual Subsidiary operates in all material respects in accordance with its documentation and specifications and has no material 
problems or defects. 
        Section 4.21     Rating Agencies.     Except as disclosed in Section 4.21  of the Harleysville Mutual Disclosure Schedule, since December 31, 
2010, none of A.M. Best Company, Standard & Poor's or Moody's Investors Services, Inc. (collectively, the " Rating Agencies ") has, other than 
as a result of the announcement of the Parent Merger or the Transactions (a) imposed conditions (financial or otherwise) on retaining any 
currently held rating assigned to Harleysville Mutual or any Harleysville Mutual Subsidiary, or (b) indicated to Harleysville Mutual or any 
Harleysville Mutual Subsidiary that it is considering the downgrade of any rating assigned to Harleysville Mutual or such Harleysville Mutual 
Subsidiary. 
        Section 4.22     Investment Company.     None of the Harleysville Mutual Subsidiaries maintains any separate accounts. Neither Harleysville 
Mutual nor any of its Subsidiaries conducts activities of or is otherwise deemed under applicable Law to control an "investment adviser" as such 
term is defined in Section 2(a)(20) of the Investment Company Act, whether or not registered under the Investment Advisers Act. Neither 
Harleysville Mutual nor any of its Subsidiaries is an "investment company" as defined under the Investment Company Act, and neither 
Harleysville Mutual nor any of its Subsidiaries sponsors any Person that is such an investment company. 
        Section 4.23     Brokers or Finders.     No broker, investment banker, financial advisor or other Person other than Harleysville Mutual's 
financial advisors, (i) Credit Suisse Securities (USA) LLC (whose fees and expenses shall be paid 50% by Harleysville Mutual and 50% by HGI 
in accordance with the Harleysville Parties' agreement with such firm) and (ii) Griffin Financial Group LLC (whose fees and expenses shall be 
paid by Harleysville Mutual in accordance with Harleysville Mutual's agreement with such firm), is entitled to any broker's, finder's, financial 
advisor's, or other similar fee or commission in connection with the Transactions based upon arrangements made by or on behalf of Harleysville 
Mutual, any of the Harleysville Mutual Subsidiaries, or HGI, as applicable. Harleysville Mutual has furnished to Nationwide Mutual complete 
and correct copies of all existing agreements between (i) Harleysville Mutual and Credit Suisse Securities (USA) LLC, and (ii) Harleysville 
Mutual and Griffin Financial Group LLC, pursuant to which either of the foregoing firms would be entitled to any payment relating to the 
Transactions. 
        Section 4.24     Absence of Indemnifiable Claims.     As of the date of this Agreement, there are no pending claims that would entitle any 
director or officer of Harleysville Mutual or the Harleysville Mutual Subsidiaries to indemnification by Harleysville Mutual or the Harleysville 
Mutual Subsidiaries under applicable Law, the Harleysville Mutual Articles of Incorporation or Bylaws, the certificate of incorporation or bylaws 
or other organizational or governance documents of any of the Harleysville Mutual Subsidiaries, any insurance policy maintained by Harleysville 
Mutual or the Harleysville Mutual Subsidiaries, or any indemnity agreements of Harleysville Mutual or similar agreements to which Harleysville 
Mutual or any of the Harleysville Mutual Subsidiaries is a party or by which any of their Assets is or may be bound. 
        Section 4.25     Risk-Based Capital.     Harleysville Mutual has made available to Nationwide Mutual the written results submitted by 
Harleysville Mutual or any of its Subsidiaries to any insurance Governmental Entities since January 1, 2008 relating to Risk-Based Capital 
calculations (the " Risk-Based Capital Reports "). The Risk-Based Capital Reports are true, accurate and complete in all material respects. None 
of Harleysville Mutual or any of its Subsidiaries has suffered a decrease in its Risk-Based Capital to "Company Action Level." 
        Section 4.26     Derivatives; Structured Products.     Neither Harleysville Mutual nor any Harleysville Mutual Subsidiaries, nor any of their 
respective Affiliates, (i) is engaged in any Derivative Transactions; (ii) has any Liability, contingent or otherwise, in connection with any 
Derivative Transaction; (iii) has issued, sponsored, organized, or otherwise originated any Structured Products; or (iv) has any Liability, whether 
accrued, absolute, contingent, or otherwise, in connection with any Structured Products. 
        Section 4.27     No Other Representations or Warranties.     Except for the representations and warranties contained in this Agreement, none 
of Harleysville Mutual, the Harleysville Mutual Subsidiaries or any other Person on behalf of Harleysville Mutual or the Harleysville Mutual 
Subsidiaries makes any other express or implied representation or warranty with respect to Harleysville Mutual, any of the Harleysville Mutual 
Subsidiaries or any information provided to Nationwide Mutual with respect to Harleysville Mutual or any of the Harleysville Mutual 
Subsidiaries. 

ARTICLE V 
 REPRESENTATIONS AND WARRANTIES OF HGI 

        As an inducement to the Nationwide Parties to enter into this Agreement, HGI hereby represents and warrants to the Nationwide Parties that, 
except as set forth in the HGI Disclosure Schedule (it being acknowledged and agreed by the Nationwide Parties that any matter set forth in any 
section or subsection of the HGI Disclosure Schedule will be deemed to be disclosed for all purposes of this Agreement and all other sections and 
subsections of the HGI Disclosure Schedule to which it is readily apparent that the matters so disclosed are applicable, but will expressly not be 
deemed to constitute an admission by HGI or any Subsidiary of HGI, or otherwise to imply, that any such matter rises to the level of a Material 
Adverse Effect or is otherwise material for purposes of this Agreement or the HGI Disclosure Schedule): 
        Section 5.1     Organization and Qualification.      
        (a)   HGI is a corporation duly organized, validly existing and in good standing under the Laws of the State of Delaware and has all requisite 
corporate power and authority to conduct its Business as it is currently being conducted. Each of the Subsidiaries of HGI is duly organized, 
validly existing and in good standing under the Laws of the jurisdiction of its incorporation or formation and has all requisite power and authority 
to conduct its Business as it is currently being conducted, except as would not have, individually or in the aggregate, a Material Adverse Effect. 
Each of HGI and its Subsidiaries is duly qualified to do Business, and is in good standing, in the respective jurisdictions where the character of its 
Assets owned, operated or leased, or the nature of its Business, makes such qualification necessary, except where the failure to be so qualified or 
in good standing would not, individually or in the aggregate, be reasonably likely to have a Material Adverse Effect. Each Subsidiary of HGI is 
listed in Section 5.1(a)  of the HGI Disclosure Schedule. 



        (b)   Each Subsidiary of HGI (i) possesses an Insurance License in each jurisdiction in which it is required to possess an Insurance License, 
and (ii) is duly authorized in its jurisdiction of incorporation and each other applicable jurisdiction to write each line of business reported as being 
specified in the HGI Financial Statements or HGI Interim Financial Statements. All such Insurance Licenses, including authorizations to transact 
reinsurance, are in full force and effect without amendment, limitation, or restriction, other than as described in Section 5.1(b)  of the HGI 
Disclosure Schedule, and HGI has no Knowledge of any event, inquiry or Proceeding which is reasonably likely to lead to the revocation, 
amendment, failure to renew, limitation, suspension, or restriction of any such Insurance License. 
        (c)   Copies of the Certificate of Incorporation and Bylaws of HGI have been made available to Nationwide Mutual, and copies of the 
certificate of incorporation and bylaws (and other comparable organizational documents, if any) of each of the Subsidiaries of HGI have been 
made available to Nationwide Mutual, and such copies are true and complete as of the date of this Agreement. 
        (d)   HGI and each of its Subsidiaries do not, directly or indirectly, beneficially own any equity or similar interest in, or any interest 
convertible into or exchangeable or exercisable for any equity or similar interest in, any corporation, partnership, joint venture or other business 
association, or entity that, directly or indirectly, conducts any activity which is material to HGI or each of its Subsidiaries, other than (i) as 
disclosed in Section 5.1(d)  of the HGI Disclosure Schedule, and (ii) investments in publicly-traded securities constituting less than five percent 
(5%) of the outstanding equity of the issuing entity. 
        (e)   The minute books of HGI and of each of the Subsidiaries of HGI have been made available to Nationwide Mutual. Such minute books 
contain a complete summary of all meetings of directors and meetings of shareholders and reflect all of the material actions taken by each of their 
respective boards of directors (including each committee thereof) and shareholders since January 1, 2007. No Subsidiary of HGI is a limited 
liability company. 
        (f)    None of the insurance company Subsidiaries of HGI are "commercially domiciled" in any jurisdiction, or otherwise treated as 
domiciled in a jurisdiction, other than their respective states of domicile. 
        Section 5.2     Capitalization of HGI and its Subsidiaries.      
        (a)   The authorized capital stock ofHGI consists of (i) 80,000,000 shares of common stock with a par value of $1.00 per share and 
(ii) 1,000,000 shares of Series Preferred Stock with a par value of $1.00 per share. As of the close of business on September 26, 2011, 
(i) 35,114,111 shares of common stock of HGI were issued; (ii) 27,171,123 shares of common stock of HGI were outstanding, of which 
Harleysville Mutual is the record and beneficial holder of 14,526,445 of such shares; (iii) Options to purchase a total of 1,946,422 shares of 
common stock of HGI (of which Options to purchase a total of 1,262,936 shares of common stock were currently exercisable) were outstanding; 
(iv) 7,942,993 shares of common stock of HGI were held by HGI in its treasury; and (v) none of the shares of Series Preferred Stock of HGI were 
issued and outstanding. All of the issued and outstanding shares of the capital stock of HGI have been duly authorized and validly issued, are 
fully paid and nonassessable, and were not issued in violation of any preemptive or subscription rights. Except as set forth in Section 5.2(a)  of 
the HGI Disclosure Schedule, there are no outstanding subscriptions, options, warrants, calls, rights, convertible securities, obligations to make 
capital contributions or advances, or voting trust arrangements, shareholders' agreements, or other agreements, commitments or undertakings of 
any character to which HGI is a party or by which it is bound relating to the issued or unissued capital stock of HGI or securities convertible into, 
exchangeable for or evidencing the right to subscribe for any shares of such capital stock, which obligates HGI to issue, transfer, deliver or sell, 
or cause to be issued, transferred, delivered or sold, any such capital stock or other securities or obligating HGI to issue, grant, extend, or enter 
into any such subscription, option, warrant, call, right, security, contribution, advance, arrangement, agreement, commitment, or undertaking. 
        (b)   All of the outstanding shares of capital stock (or of any other form of equity interest in the case of a Subsidiary of HGI that is not a 
corporation) of each of the Subsidiaries of HGI have been validly issued and are fully paid. Section 5.2(b)  of the HGI Disclosure Schedule sets 
forth a true and complete statement of the capitalization of each of the Subsidiaries of HGI, and all of the outstanding shares of capital stock of 
each of the Subsidiaries of HGI are beneficially owned by either HGI or another of the Subsidiaries of HGI, free and clear of all Liens. Except as 
set forth in Section 5.2(b)  of the HGI Disclosure Schedule, there are no outstanding subscriptions, options, warrants, calls, rights, convertible 
securities, obligations to make capital contributions or advances, or voting trust arrangements, shareholders' agreements, or other agreements, 
commitments or undertakings of any character to which HGI or any Subsidiary of HGI is a party or by which any of them is bound relating to the 
issued or unissued capital stock (or of any other form of equity interest in the case of a Subsidiary of HGI that is not a corporation) of any of the 
Subsidiaries of HGI or securities convertible into, exchangeable for or evidencing the right to subscribe for any shares of such capital stock (or of 
any other form of equity interest in the case of a Subsidiary of HGI that is not a corporation), which obligates HGI or any such Subsidiary of HGI 
to issue, transfer, deliver or sell, or cause to be issued, transferred, delivered or sold, any such capital stock (or any such other form of equity 
interest in the case of a Subsidiary of HGI that is not a corporation) or other securities or obligating HGI or any of the Subsidiaries of HGI to 
issue, grant, extend, or enter into any such subscription, option, warrant, call, right, security, contribution, advance, arrangement, agreement, 
commitment, or undertaking. The name and percentage (if less than 100%) of outstanding capital stock (or of any other form of equity interest in 
the case of a Subsidiary of HGI that is not a corporation) owned, directly or indirectly, by HGI are set forth inSection 5.2(b) of the HGI 
Disclosure Schedule with respect to each Subsidiary of HGI. 
        Section 5.3     Authority Relative to this Agreement.      
        (a)   HGI has all requisite corporate power and authority to execute and deliver this Agreement and, subject to approval of this Agreement by 
the stockholders of HGI, to consummate the Transactions and carry out its obligations under the Transaction Documents to which it is or will be a 
party. The execution and delivery of this Agreement by HGI and the consummation by HGI of the Transactions have been duly approved and 
authorized by the Board of Directors of HGI. Except for the approval and adoption of this Agreement by the stockholders of HGI, no other 
corporate proceedings on the part of HGI are necessary to authorize this Agreement and the Transactions. 
        (b)   This Agreement has been duly and validly executed and delivered by HGI and (assuming this Agreement is a valid and binding 
obligation of the Nationwide Parties) constitutes a valid and binding agreement of HGI enforceable against HGI in accordance with its terms, 
except that (i) such enforcement may be subject to bankruptcy, insolvency, reorganization, moratorium or other similar Laws now or hereafter in 
effect relating to creditors' rights generally, and (ii) the remedy of specific performance and injunctive relief may be subject to equitable defenses 
and to the discretion of the court before which any Proceeding therefor may be brought. 
        (c)   The Board of Directors of HGI has received the written opinion of HGI's financial advisor, Keefe, Bruyette & Woods, Inc., to the effect 
that the Merger Consideration is fair, from a financial point of view, to holders of the shares of common stock of HGI receiving the Merger 
Consideration. 
        (d)   The Board of Directors of HGI has also received the advice of Credit Suisse Securities (USA) LLC. 
        Section 5.4     No Violation; Governmental Filings.      
        (a)   The execution, delivery, and performance of this Agreement by HGI and the consummation by HGI of the Transactions will not 
(i) constitute a breach or violation of or default under the Certificate of Incorporation or the Bylaws (or similar organizational documents) of HGI 
or of any of the Subsidiaries of HGI, (ii) except as set forth in Section 5.4(a)(ii)  of the HGI Disclosure Schedule, violate, conflict with, or result 



in a breach of any provisions of, or constitute a default (or an event which, with notice or lapse of time or both, would constitute a default) under, 
or result in the termination or cancellation of, or accelerate the performance required by, or result in a right of termination, cancellation or 
acceleration under, or result in the creation of any Lien (other than Permitted Liens) upon any of the Assets of HGI or of any of the Subsidiaries 
of HGI under, any of the terms, conditions, or provisions of any Contract to which HGI or any Subsidiary of HGI is a party or to which it or any 
of its Assets may be subject, or (iii) except as set forth in Section 5.4(a)(iii)  of the HGI Disclosure Schedule, constitute a breach or violation of or 
default under any Environmental Permit, Law, Order or License to which HGI or any of the Subsidiaries of HGI is subject, except, in the case of 
clauses (ii)  and (iii)  of this Section 5.4(a) , to the extent such violation, conflict, breach, default, Lien or requirement would not, individually or 
in the aggregate, have a Material Adverse Effect on the Harleysville Parties, taken as a whole, or prevent or render impracticable the 
consummation by HGI of the Transactions. 
        (b)   No Consent of or Filing with any Person is required with respect to HGI or any Subsidiary of HGI in connection with the execution and 
delivery of this Agreement by HGI and the consummation of the Transactions except for (i) the Core Governmental Approvals; (ii) the 
Governmental Approvals set forth in Section 5.4(b)  of the HGI Disclosure Schedule; (iii) the approval of this Agreement by the stockholders of 
HGI, as contemplated by Section 8.2(a) ; (iv) the filings pursuant toSection 2.5(b); (v) any Consent or Filing that is disclosed inSection 5.4(b) of 
the HGI Disclosure Schedule or that would not otherwise be required to be disclosed pursuant to Section 5.4(a) ; (v) such Consents and Filings as 
may be required by any applicable state securities or blue sky Laws; and (vi) other such Consents or Filings, the failure of which to make or 
obtain would not, individually or in the aggregate, be reasonably likely to prevent or be a material impediment to the consummation of the 
Transactions or be reasonably likely to have a Material Adverse Effect on HGI and the Subsidiaries of HGI taken as a whole, or prevent or render 
impracticable the consummation of the Transactions by HGI. 
        Section 5.5     HGI Financial Statements.      
        (a)   HGI has made available to the Nationwide Parties true and complete copies of (i) the audited consolidated balance sheets of HGI and 
each of its Subsidiaries as of December 31, 2008, 2009, and 2010, and the related audited consolidated statements of income, stockholders' 
equity, and cash flows for the fiscal years then ended, together with the notes thereto, and the other financial information included therewith 
(collectively, the " HGI Financial Statements "), and (ii) the unaudited consolidated balance sheet of HGI and each of its Subsidiaries as of 
March 31, 2011, and June 30, 2011, and the related unaudited consolidated statements of income, stockholders' equity, and cash flows for the 
three (3) month period then ended (the " HGI Interim Financial Statements "). 
        (b)   The HGI Financial Statements present fairly, in all material respects, the financial position, results of operations, stockholders' equity, 
and cash flows of HGI and each of its Subsidiaries at the dates and for the time periods indicated and have been prepared and reviewed by the 
management of HGI in accordance with GAAP. The HGI Interim Financial Statements present fairly, in all material respects, the financial 
position, results of operations, stockholders' equity, and cash flows of HGI and each of its Subsidiaries at the date and for the period indicated and 
have been prepared and reviewed by the management of HGI in accordance with GAAP, consistent with the HGI Financial Statements, except 
for the absence of footnote disclosure and the customary year-end adjustments set forth in Section 5.5(b)  of the HGI Disclosure Schedule. The 
HGI Financial Statements and the HGI Interim Financial Statements were derived from the books and records of HGI and each of its 
Subsidiaries. 
        Section 5.6     Reserves.     The aggregate actuarial reserves and other actuarial amounts held in respect of Liabilities with respect to 
Insurance Contracts of each of the Insurance Subsidiaries of HGI as established or reflected in its HGI Financial Statements or HGI Interim 
Financial Statements: (a)(i) were determined in accordance with generally accepted actuarial standards consistently applied, (ii) were fairly 
stated, in all material respects, in accordance with sound actuarial principles, and (iii) were based on actuarial assumptions that are in accordance 
with or are more conservative than those specified in the related Insurance Contracts; and (b) complied with, in all material respects, the 
requirements of the domiciliary state of each such Subsidiary and all other applicable Laws. Each Subsidiary of HGI owns Assets that qualify as 
admitted assets under applicable insurance Laws in an amount at least equal to the sum of its statutory reserves and other similar amounts. HGI 
has made available to Nationwide Mutual a true and complete copy of each Harleysville Actuarial Analysis. 
        Section 5.7     Absence of Certain Changes or Events.     Except as set forth in Section 5.7  of the HGI Disclosure Schedule or as disclosed in 
the HGI Financial Statements or HGI Interim Financial Statements, since December 31, 2010, HGI and each of its Subsidiaries has conducted its 
Business only in the Ordinary Course of Business, consistent with past practice, and there has not occurred: (a) a Material Adverse Effect, or any 
event or events which, individually or in the aggregate, are reasonably likely to have a Material Adverse Effect on the Harleysville Parties taken 
as a whole; (b) except as required by applicable Law, any material change by HGI or any of its Subsidiaries in its accounting principles, practices, 
or methods; (c) any material addition or, to the Knowledge of HGI, any development involving a prospective material addition to the 
consolidated reserves of the Subsidiaries of HGI for future policy benefits or other policy claims and benefits other than as a result of activities 
and events in the Ordinary Course of Business; or (d) except as required by GAAP, SAP, or applicable Law, any change in the accounting, 
actuarial, investment, reserving, underwriting, or claims administration policies, practices, procedures, methods, assumptions, or principles of 
HGI or any of its Subsidiaries, as applicable, that has or would reasonably be expected to have an effect or impact, in any material respect, on the 
Business, Assets, Liabilities, results of operations or condition (financial or otherwise) of the Harleysville Parties taken as a whole. Except as set 
forth in Section 5.7  or Section 7.1(f)  of the HGI Disclosure Schedule, since December 31, 2010, there has not been any increase in the 
compensation payable or that could become payable by HGI or any of the Subsidiaries of HGI to officers or key employees or any amendment of 
any of the compensation and benefit plans other than: (x) previously announced or communicated to affected employees prior to December 31, 
2010, (y) made in the Ordinary Course of Business consistent with past practice or (z) as required by the terms of agreements or plans in effect as 
of December 31, 2010. 
        Section 5.8     No Undisclosed Liabilities.     Except as disclosed in the HGI Financial Statements, HGI Interim Financial Statements, or as 
set forth in Section 5.8  of the HGI Disclosure Schedule, neither HGI nor any of the Subsidiaries of HGI has any Liabilities required by GAAP to 
be set forth on a balance sheet of HGI, other than (a) Liabilities arising since the date of the applicable HGI Financial Statement or HGI Interim 
Financial Statement in the Ordinary Course of Business consistent with past practice, (b) arising under or incurred in connection with this 
Agreement or the Transactions, or (c) that, individually or in the aggregate, are not material. 
        Section 5.9     Litigation.     Except (a) as set forth in Section 5.9  of the HGI Disclosure Schedule or as disclosed in the HGI Financial 
Statements or HGI Interim Financial Statements, and (b) for any Proceeding which is not reasonably likely to give rise to a Liability in excess of 
$250,000, there are no Proceedings pending or, to the Knowledge of HGI, threatened against HGI or any Subsidiary of HGI before any 
Governmental Entity or arbitrator, and no such Proceedings described in clauses (a)  or (b)  above would give any Person the right to enjoin or 
rescind the Transactions or otherwise prevent HGI or any of its Subsidiaries from complying with the terms of this Agreement. 
        Section 5.10     Compliance with Law.      
        (a)   Except as set forth inSection 5.10(a) of the HGI Disclosure Schedule, since January 1, 2007, neither HGI nor any Subsidiary of HGI has 
been in violation (or, with notice or lapse of time or both, would be in violation) of any term or provision of any Law (including any applicable 



data security or privacy Laws) applicable to it or any of its Assets, which violation, individually or in the aggregate, could result in any material 
Liability to HGI or its Subsidiaries. HGI has made available to Nationwide Mutual all reports (including draft reports) of examinations of the 
affairs of HGI (including market conduct examinations) and each Subsidiary of HGI issued by insurance Governmental Entities for any period 
ending on a date on or after January 1, 2007. Except as set forth in Section 5.10(a)  or Section 5.18(l)  of the HGI Disclosure Schedule, all 
material deficiencies or violations in such reports have been resolved. Except as set forth in Section 5.10(a)  or Section 5.18(l)  of the HGI 
Disclosure Schedule, HGI has not received any written notice in the past five (5) years from any Governmental Entity regarding any actual or 
alleged material violation of, or failure to comply with, or material Liability under any applicable Law (including any applicable data security or 
privacy laws). Except as set forth in Section 5.10(a)  of the HGI Disclosure Schedule, all outstanding Insurance Contracts issued or assumed by 
each Subsidiary of HGI are, to the extent required by applicable Law, on forms and at rates approved by the insurance Governmental Entities of 
the jurisdictions where issued or have been filed with and not objected to by such Governmental Entities within the periods provided for 
objection, except where the failure to file would not, individually or in the aggregate, reasonably be expected to result in any material Liability to 
HGI or any Subsidiary of HGI. 
        (b)   Except as set forth inSection 5.10(b) of the HGI Disclosure Schedule, neither HGI nor any Subsidiary of HGI is a party to any Contract 
with or other undertaking to, or is subject to any Order by, or is a recipient of any supervisory letter or other written communication of any kind 
from, any Governmental Entity which: (i) is, individually or in the aggregate, reasonably likely to have a Material Adverse Effect on the 
Harleysville Parties taken as a whole, or (ii) has been received since January 1, 2007, and relates to its reserve adequacy or its marketing, sales, 
trade, or underwriting practices or policies and which is reasonably likely to be materially adverse to HGI or any of the Subsidiaries of HGI, nor 
has HGI or any of the Subsidiaries of HGI been notified in writing by any Governmental Entity that it is contemplating issuing or requesting (or 
is considering the appropriateness of issuing or requesting) any such Order, Contract, undertaking, letter, or other written communication. 
        (c)   HGI and each of the Subsidiaries of HGI has implemented procedures and programs which are designed to provide reasonable 
assurance that HGI and each of the Subsidiaries of HGI and their employees and Producers are in compliance in all material respects with all 
applicable Laws, including advertising, licensing, data security, privacy and sales Laws. 
        Section 5.11     Assets.     Except as set forth in Section 5.11  of the HGI Disclosure Schedule and except for Assets disposed of since 
December 31, 2010 in the Ordinary Course of Business consistent with past practice: (a) HGI and each of the Subsidiaries of HGI own all Assets 
that are disclosed or otherwise reflected in its most recent HGI Financial Statement and all Assets acquired thereafter, and all such Assets are 
owned by such Persons, free and clear of all Liens other than Permitted Liens; and (b) (i) HGI and each Subsidiary of HGI own good and 
indefeasible, marketable fee simple title to, or has a valid leasehold interest in, all real property used in the conduct of its Business or of a type 
which would be required to be specifically disclosed by any Subsidiary of HGI in Schedule A of its Annual Statement, free and clear of all Liens 
other than Permitted Liens; (ii) in the aggregate, all real property, other than unimproved land, is, in all material respects, suitable for its current 
uses; (iii) HGI and each Subsidiary of HGI own, or have a valid leasehold interest in or a valid right under Contract to use, all personal property 
that is presently used in and is material to the conduct of their Business, free and clear of all Liens other than Permitted Liens; (iv) HGI and each 
Subsidiary of HGI own, free and clear of all Liens other than Permitted Liens, or are licensed or otherwise possess legally enforceable rights to 
use, all Intellectual Property that is material to the conduct of their Business; and (v) neither HGI nor any Subsidiary of HGI is in conflict with or 
violation or infringement of, nor has HGI or any Subsidiary of HGI received any written notice of any such conflict with or violation or 
infringement of, any asserted rights of any other Person with respect to any Intellectual Property. 
        Section 5.12     Environmental Matters.      
        (a)   Except as set forth inSection 5.12(a) of the HGI Disclosure Schedule, each of HGI and the Subsidiaries of HGI and all HGI Real 
Property (including all owners or operators thereof) are in compliance in all material respects with all applicable Environmental Laws, which 
compliance includes the possession of all material Environmental Permits required under Environmental Laws and compliance in all material 
respects with the terms and conditions thereof. Except as set forth in Section 5.12(a)  of the HGI Disclosure Schedule, neither HGI nor any 
Subsidiary of HGI has received any written communication, whether from a Governmental Entity, citizens' group, employee, or otherwise, that 
remains pending and alleges that HGI or any Subsidiary of HGI or any HGI Real Property (including any owner or operator thereof) is not in 
such compliance. Neither HGI nor any Subsidiary of HGI has been notified in a writing that remains pending by any Governmental Entity that 
any such Environmental Permit will be modified, suspended or revoked or cannot be renewed or transferred in the Ordinary Course of Business 
consistent with past practice or in connection with the Subsidiary Merger. 
        (b)   Except as set forth inSection 5.12(b) of the HGI Disclosure Schedule, there is no Environmental Claim pending or, to the Knowledge of 
HGI or its Subsidiaries, threatened against HGI, any Subsidiary of HGI, any HGI Real Property (including any owner or operator thereof), or any 
Person whose Liability for any Environmental Claims HGI or any Subsidiary of HGI has retained or assumed either contractually or by operation 
of Law. 
        (c)   There have been no releases, spills, leaks, or discharges of Hazardous Substances at, from, or to any HGI Real Property or, to the 
Knowledge of HGI or its Subsidiaries, at any other property, in each case, which is reasonably likely to require HGI or any Subsidiary of HGI to 
undertake investigation, abatement, removal, remedial, corrective, or other response action pursuant to applicable Environmental Laws. None of 
the HGI Real Property (i) is listed or proposed for listing on any list maintained by any Governmental Entity of sites that may require 
investigation (to the Knowledge of HGI) or any Subsidiary of HGI, abatement, removal, remedial, corrective, or other response action pursuant to 
applicable Environmental Laws, including the CERCLIS or the NPL, or (ii) is the subject of any abatement, removal, remedial, corrective, or 
other response action pursuant to applicable Environmental Laws or, to the Knowledge of HGI, is subject to any investigation with respect 
thereto. 
        (d)   Except as set forth inSection 5.12(d) of the HGI Disclosure Schedule, to the Knowledge of HGI or any Subsidiary of HGI, no 
Hazardous Substances were manufactured, generated, stored, treated, transported from, or otherwise managed at any HGI Real Property, except 
in all material respects in compliance with all applicable Environmental Laws and except as has not created any material Liability with respect to 
any HGI Real Property, nor were Hazardous Substances from any HGI Real Property disposed of by HGI or any Subsidiary of HGI at any other 
property in a manner which, to the Knowledge of HGI or any Subsidiary of HGI, could result in a material Liability under applicable 
Environmental Laws. 
        Section 5.13     Contracts.     HGI has made available to Nationwide Mutual true and complete copies of the following Contracts, which are 
currently in force, to which HGI or any Subsidiary of HGI is a party or by which any Assets of HGI or any Subsidiary of HGI are or may be 
bound, as such Contracts may have been amended to the date of this Agreement: 
        (a)   all employment, consultation, retirement, termination, sign-on, buy-out, or other Contracts with any present or former officer, director, 
trustee, employee, agent, Producer, broker, or independent contractor of HGI or any Subsidiary of HGI (including loans or advances to any such 
Person or any Affiliate of such Person) providing for annual compensation of $100,000 or more, or for compensation over the term of the 



Contract, and any renewal thereof, of $500,000 or more (including base salary, bonus and incentive payments, and other payments or fees, 
whether or not any portion thereof is deferred); 
        (b)   all Contracts with any Person including any Governmental Entity, containing any provision or covenant: (i) limiting the ability of HGI 
or any Subsidiary of HGI to engage in any line of business, to compete with any Person, to do business with any Person or in any location or to 
employ any Person, or (ii) limiting the ability of any Person to compete with or obtain products or services from HGI or any Subsidiary of HGI; 
        (c)   all Contracts relating to the borrowing of money in excess of $1,000,000 by HGI or any Subsidiary of HGI or the direct or indirect 
guarantee by HGI or any Subsidiary of HGI of any obligation of any Person for borrowed money or other financial obligation of any Person in 
excess of $1,000,000, or any other Liability of HGI or any Subsidiary of HGI in respect of indebtedness for borrowed money or other financial 
obligation of any Person in excess of $1,000,000, including any Contract relating to or containing provisions with respect to: (i) the maintenance 
of compensating balances that are not terminable by HGI or any Subsidiary of HGI without penalty upon not more than ninety (90) days' notice, 
(ii) any lines of credit or similar facilities, (iii) the payment for property, products, or services of any other Person even if such property, products, 
or services are not conveyed, delivered or rendered, or (iv) any obligation to satisfy any financial obligation or covenants, including take-or-pay, 
keep-well, make-whole or maintenance of working capital, capital, or earnings levels or financial ratios or to satisfy similar requirements; 
        (d)   all Contracts (other than Insurance Contracts and other Contracts entered into in the Ordinary Course of Business) with any Person 
containing any provision or covenant relating to the indemnification or holding harmless by HGI or any Subsidiary of HGI of any Person could 
under any circumstance result in a Liability to HGI or any of the Subsidiaries of HGI of $250,000 or more; 
        (e)   all leases or subleases of real property used in the conduct of the Business of HGI or any Subsidiary of HGI and all other leases, 
subleases or rental or use Contracts providing for annual rental payments to be paid by or on behalf of HGI or any Subsidiary of HGI, involving, 
in the case of each of the foregoing, annual payments in excess of $100,000; 
        (f)    all Contracts relating to the future disposition (including restrictions on transfer or rights of first refusal) or future acquisition of any 
interest in any business enterprise, and all Contracts relating to the future disposition of a material portion of the Assets of HGI or any Subsidiary 
of HGI other than in each case any Investment Asset or interest in any business enterprise or Assets to be acquired or disposed of in the Ordinary 
Course of Business or involving consideration of less than $1,000,000; 
        (g)   all Insurance Contracts (including (i) any Contract pursuant to which any Subsidiary of HGI receives or has received surplus relief, and 
(ii) with respect to each such Contract, the ceding and assuming Person, the business reinsured, and the amount of the Liability reinsured), other 
than insurance policies with policyholders of the Subsidiaries of HGI issued in the Ordinary Course of Business; 
        (h)   all other Contracts (other than (i) Insurance Contracts, (ii) Contracts relating to Investment Assets entered into in the Ordinary Course 
of Business, (iii) employment Contracts that are not otherwise required to be set forth in Section 5.13(h)  of the HGI Disclosure Schedule, 
(iv) Contracts solely between HGI or any Subsidiary of HGI, on the one hand, and any Subsidiary of HGI, on the other hand, and (v) other 
Contracts which are expressly excluded under any other subsection of this Section 5.13  that involve or are reasonably likely to involve the 
payment pursuant to the terms of such Contracts by or to HGI or any Subsidiary of HGI of $250,000 or more, other than Contracts with 
Producers; 
        (i)    (i) all Contracts or arrangements (including those relating to allocations of expenses, personnel, services or facilities) between or among 
HGI and any Subsidiary or Affiliate of HGI, Harleysville Mutual, or Harleysville Mutual Subsidiary, and (ii) all Contracts or arrangements 
between or among HGI, or any Subsidiary of HGI, on the one hand and any employee or agent, on the other, involving the lending or borrowing 
of money; 
        (j)    all outstanding proxies (other than routine proxies in connection with annual meetings), powers of attorney, or similar delegations of 
authority of HGI or any Subsidiary of HGI to an unrelated Person, other than those entered into in the Ordinary Course of Business consistent 
with past practice in connection with Investment Assets; and 
        (k)   all Contracts the terms of which provide or contemplate that the Subsidiary Merger will give rise to any form of severance, 
compensation, or other Liability for HGI, any Subsidiary of HGI, or the Surviving Subsidiary. 
        Each of the Contracts made available pursuant to thisSection 5.13 is in full force and effect, constitutes a legal, valid and binding obligation 
of HGI and each of the Subsidiaries of HGI to the extent that it is a party thereto, and is enforceable in accordance with its terms. Except as set 
forth inSection 5.13 of the HGI Disclosure Schedule, neither HGI nor any Subsidiary of HGI is in violation, breach or default, or has failed to 
perform any obligation, under any such Contract or, with or without notice or lapse of time or both, would be in violation, breach or default, or 
would fail to perform any obligation, under any such Contract except for violations, breaches or defaults which would not, individually or in the 
aggregate, reasonably be expected to result in any obligation or Liability of HGI or any Subsidiary of HGI in excess of $250,000. 
        Section 5.14     Insurance Issued by the Insurance Subsidiaries of HGI.     Except as set forth in Section 5.14  of the HGI Disclosure 
Schedule: 
        (a)   All material Contracts to which any of the Insurance Subsidiaries of HGI is a party with respect to reinsurance applicable to insurance 
in force on the date of this Agreement, and all material Contracts under which any of the Subsidiaries of HGI has any obligation to cede 
insurance, are valid, binding and in full force and effect in accordance with their terms. None of the Subsidiaries of HGI is in material default of 
any such material Contract; 
        (b)   Each Insurance Contract or certificate form, as well as any related application form, written advertising material, and rates or rules 
currently marketed by any of the Subsidiaries of HGI, the use or issuance of which requires filing or approval, has been appropriately filed, and if 
required by applicable Law, approved or not objected to by the insurance Governmental Entities of any state in which such Insurance Contracts, 
and forms, applications, advertising materials, rates or rules, are required to be filed. All such Insurance Contracts and certificates, forms, 
applications, advertising materials, and rates or rules are in material compliance with all applicable Laws; 
        (c)   Since January 1, 2007, all claims and benefits claimed by any Person under any Insurance Contract of any Insurance Subsidiary of HGI 
have been paid (or provision for payment thereof has been made) in accordance with the terms of the Insurance Contracts under which they arose, 
and such payments were paid without fines or penalties, except for any such claims or claim for benefits of less than $2,000,000 for which such 
Subsidiary of HGI reasonably believes there is a reasonable basis to contest payment and is taking (or is preparing to take) such action or as set 
forth in Section 5.9  of the HGI Disclosure Schedule; 
        (d)   Except as set forth in the HGI Financial Statements or HGI Interim Financial Statements referred to inSection 5.5 and except as 
provided by applicable Law, no provision in any Insurance Contract in force gives policyholders the right to receive dividends or distributions on 
their Insurance Contracts (other than accruals of interest on cash values or as claim benefits) or otherwise share in the benefits, revenue, or profits 
of any Subsidiary of HGI, nor have HGI or any Subsidiary of HGI marketed any of their respective products in such a manner as could 
reasonably be expected to create an expectation on the part of a policyholder to receive any such dividends or distributions. Except as incurred in 
the Ordinary Course of Business consistent with past practice, none of the Subsidiaries of HGI is liable to pay commissions upon the renewal of 



any Insurance Contract nor are any of them party to any agreement providing for the collection of insurance premiums payable to any Subsidiary 
of HGI by any other Person; 
        (e)   HGI has made available to Nationwide Mutual a copy of all written investment policies and procedures for any Subsidiary of HGI. HGI 
and each Subsidiary of HGI have at all times complied with such investment policies and procedures in all material respects except with respect 
to Insurance Management Resources, L.P. and Harleysville, Ltd. which have no such policies or procedures; 
        (f)    No Subsidiary of HGI is engaged in any activity that would require registration by any Subsidiary of HGI as an investment company, 
broker-dealer, investment advisor, or fund administrator under any applicable state or federal Law, including the Exchange Act, the Investment 
Company Act and the Investment Advisers Act. No Subsidiary of HGI maintains or manages any open-end management investment company or 
portfolio; 
        (g)   No Subsidiary of HGI is engaged in the business of serving as a custodian or transfer agent; 
        (h)   Since January 1, 2008, each Subsidiary of HGI has duly and validly filed or caused to be filed all reports, statements, documents, 
registrations, filings, or submissions that were required by applicable insurance Laws to be filed; all such filings complied with all applicable 
Laws when filed, and no material deficiencies have been asserted with respect to any such filings which have not been satisfied in all material 
respects, except to the extent that the failure to make any such filing or submission would not, individually or in the aggregate, result in any 
Liability to HGI or any Subsidiary of HGI in excess of $250,000; 
        (i)    HGI has made available to Nationwide Mutual correct and complete copies of all of the HGI Reinsurance Treaties and all such HGI 
Reinsurance Treaties are in full force and effect, and the consummation of the Transactions will not result in a violation or bleach of, or constitute 
(with or without notice or lapse of time or both) a default (or give rise to any right of termination, cancellation or result in the loss of any benefit) 
under, any of the terms, conditions or provisions of any of the HGI Reinsurance Treaties. HGI has reasonably concluded that all reinsurance, 
coinsurance or similar recoverable amounts reflected in the HGI Statements are collectible, and HGI has no Knowledge of any material adverse 
change in the financial condition of its reinsurers that might raise concern regarding their ability to honor their reinsurance, coinsurance or similar 
commitments. No party to any of the HGI Reinsurance Treaties has given notice to HGI or any Subsidiary of HGI that such party intends to 
terminate, cancel or alter the pricing of any of the HGI Reinsurance Treaties as a result of or following consummation of the Transactions. With 
respect to each HGI Reinsurance Treaty, there is no material default or claim of any material default thereunder by HGI or any Subsidiary of HGI 
that is a party thereto or, to the Knowledge of HGI, by any other party thereto, and no event has occurred that, with the passage of time or the 
giving of notice or both would constitute a material default thereunder by HGI or any Subsidiary of HGI that is a party thereto or, to the 
Knowledge of HGI, by any other party thereto, or would permit material modification, acceleration or termination thereof. No HGI Reinsurance 
Treaty contains any provision providing that the other party thereto may terminate or alter the pricing of the same by reason of the Transactions, 
or contains any other provision which would be altered or otherwise become applicable by reason of the Transactions. Since December 31, 2010, 
no HGI Reinsurance Treaty has been cancelled. Since December 31, 2010, there have been no disputes under any HGI Reinsurance Treaty other 
than disputes in the Ordinary Course of Business for which adequate loss reserves have been established. Any adjustment to any Tax that results 
in a Tax Liability to HGI caused by an agreed or otherwise determined adjustment to the allocations made in reinsurance treaties or agreements 
involving HGI or any Subsidiary of HGI shall not constitute a breach of any representation or warranty made in this Agreement with respect to 
Tax matters; 
        (j)    (i) To HGI's Knowledge, each Producer, at the time such Producer wrote, sold or produced business for any Subsidiary of HGI, was 
duly licensed under applicable Law for the type of business written, sold or produced by such Producer in the particular jurisdiction in which such 
Producer wrote, sold or produced such business for such Subsidiary of HGI, and was duly appointed, if applicable, by such Subsidiary of HGI; 
(ii) to HGI's Knowledge, no such Producer violated (or with notice or lapse of time or both would have violated) any term or provision of any 
Law or Order applicable to any aspect (including the marketing, writing, sale or production) of the Business of such Subsidiary of HGI; and 
(iii) there are no material disputes between a Subsidiary of HGI on the one hand and any such Producer on the other; and 
        (k)   There are no claims or assessments against HGI or any of its Subsidiaries by any insurance guaranty association, joint underwriting 
association, residual market facility or assigned risk pool. To the Knowledge of HGI, no such claim or assessment is pending. 
        Section 5.15     Cancellations.     Except as set forth in Section 5.15  of the HGI Disclosure Schedule, between December 31, 2010, and the 
date of this Agreement, no Person or group of Persons acting in concert writing, selling, or producing insurance business, which in the aggregate 
accounted for 2% or more of the gross premium income of any Subsidiary of HGI, taken as a whole, for the year ended December 31, 2010, has 
terminated or substantially reduced, or, to the Knowledge of HGI, threatened in writing to terminate or substantially reduce, its relationship with 
such Subsidiary of HGI. 
        Section 5.16     Operations Insurance.     HGI has made available to Nationwide Mutual copies of all liability, property, workers 
compensation, directors and officers liability, and other similar Insurance Contracts that insure the Business or properties of HGI and any 
Subsidiary of HGI or affect or relate to the ownership, use, or operations of any Assets of HGI and any Subsidiary of HGI and that have been 
issued to HGI and any Subsidiary of HGI. All such Insurance Contracts are in full force and effect and are with financially sound and reputable 
insurers, and all premiums due and payable thereon have been paid in full on a timely basis. All notices of reportable incidents with respect to 
such insurance occurring during the last five years have been given in writing to appropriate carriers on a basis sufficiently timely to preserve the 
right of recovery of such insurance, and a copy of all such notices has been made available to Nationwide Mutual. Except as set forth in 
Section 5.16  of the HGI Disclosure Schedule, no party to any Insurance Contract has stated an intent or, to the Knowledge of HGI or any of its 
Subsidiaries, threatened to terminate or materially increase the premium in respect of any such Insurance Contract. 
        Section 5.17     Taxes and Tax Returns.     Except as set forth in Section 5.17  of the HGI Disclosure Schedule with respect to HGI and any 
Person that is a Subsidiary of HGI on or after the date hereof: 
        (a)   All income Tax Returns and all other material Tax Returns required under applicable Law to be filed with or provided to any Person by 
HGI or any Subsidiary of HGI have been (and, as to Tax Returns not filed as of the date of this Agreement, will be) timely filed (within any 
applicable extension periods) and such Tax Returns were true, complete, and correct in all material respects; 
        (b)   HGI and each Subsidiary of HGI have within the time and in the manner prescribed by Law paid all Taxes due and payable except for 
those Taxes that are being contested in good faith and for which adequate reserves have been taken. To the Knowledge of HGI, no claim has ever 
been made by an authority in a jurisdiction where HGI or any Subsidiary of HGI does not file Tax Returns that HGI or any Subsidiary of HGI 
may be subject to taxation by that jurisdiction; 
        (c)   HGI and each Subsidiary of HGI have established (and until the Effective Time will maintain) on their books and records: (i) reserves 
adequate to pay all Taxes not yet due and payable and all deficiencies asserted, proposed or, to the Knowledge of HGI, threatened against HGI or 
any Subsidiary of HGI, and (ii) reserves for deferred Taxes, in each case, in accordance with SAP or GAAP, as the case may be; 
        (d)   Neither HGI nor any Subsidiary of HGI has requested any extension of time within which to file any Tax Return, which Tax Return has 
not since been filed; 



        (e)   Neither HGI nor any Subsidiary of HGI has executed any waivers, extensions, or comparable consents regarding the application of the 
statute of limitations with respect to any Taxes or Tax Returns, which waivers, extensions or comparable consents remain in effect; 
        (f)    To the Knowledge of HGI, no outstanding deficiencies, assessments, or written proposals for the assessment of any Taxes that are 
individually or collectively material in amount have been proposed, asserted, or assessed in writing against HGI or any of the Subsidiaries of HGI 
by any taxing authority; 
        (g)   No Proceedings are presently pending with regard to any Taxes or Tax Returns of HGI or any Subsidiary of HGI. HGI has no 
Knowledge of any threatened Proceeding with respect to any such Taxes or Tax Returns. 
        (h)   No power of attorney currently in force has been granted by HGI or any Subsidiary of HGI with respect to any matter relating to Taxes; 
        (i)    Neither HGI nor any Subsidiary of HGI has received a Tax Ruling or entered into a Closing Agreement with any taxing authority that 
would have a continuing adverse effect after the Effective Time of the Subsidiary Merger; 
        (j)    HGI and the Subsidiaries of HGI have made available to Nationwide Mutual complete and accurate copies of: (i) all federal and state 
income Tax Returns, and any amendments thereto, filed by or on behalf of HGI and each Subsidiary of HGI for all taxable years since 2007, and 
(ii) all audit reports received from any taxing authority relating to any Tax Return filed by HGI or any Subsidiary of HGI; 
        (k)   Neither HGI nor any Subsidiary of HGI is a party to any Tax allocation or sharing agreement with any Person. Neither HGI nor any 
Subsidiary of HGI has any Liability for Taxes of any Person other than HGI or a Subsidiary of HGI under Treasury Regulation Section 1.1502-6 
(or any similar provision of state, local or foreign Law), as a transferee or successor, by Contract or otherwise; and 
        (l)    Neither HGI nor any Subsidiary of HGI has entered into a records retention agreement with any taxing authority. 
        Section 5.18     Benefit Plans.      
        (a)   Section 5.18(a) of the HGI Disclosure Schedule sets forth a list of any pension, retirement, profit-sharing, deferred compensation, 
bonus, employment agreement, severance agreement, change-in-control agreement or other incentive plan, any other employee program, 
arrangement, agreement or understanding, any medical, vision, dental or other health plan, any life insurance plan, severance plan, HGI Stock 
Plan or any other employee benefit plan (the " Benefit Plans "), to which HGI or any Subsidiary of HGI sponsors, maintains, contributes or is 
required to contribute to, or under which present or former Persons who perform or who have performed services for HGI or any Subsidiary of 
HGI are eligible to participate or derive a benefit. In addition to the Benefit Plans, Section 5.18(a)  of the HGI Disclosure Schedule indicates the 
type of plan maintained. HGI and the Subsidiaries of HGI have made available the following documents in effect as of the date of this 
Agreement: true, correct, and complete copies of any Benefit Plan and, in the case of any unwritten Benefit Plan or statutory Benefit Plan, 
descriptions thereof, all agreements, including insurance Contracts, all amendments thereto and, with respect to any such plans or plan 
amendments, and if applicable, the most recent determination letter issued by the IRS with respect to each Benefit Plan subject to Section 401(a) 
of the Code, and, to the extent applicable, the most recent financial statements, annual reports, summary plan descriptions, and summaries of 
material modifications with respect to the Benefit Plans. 
        (b)   Except as set forth inSection 5.18(b) of the HGI Disclosure Schedule, as of the date of this Agreement, the Benefit Plans each comply in 
all material respects with all applicable state and federal Laws, including COBRA and ERISA, and have been operated in material compliance 
with such requirements. 
        (c)   Except as set forth inSection 5.18(c) of the HGI Disclosure Schedule, there is no Proceeding pending or, to the Knowledge of HGI, 
threatened against or affecting any Benefit Plan other than routine claims for benefits. 
        (d)   Except as set forth inSection 5.18(d) of the HGI Disclosure Schedule, all required reports, notices, disclosures, and descriptions 
(including Form 5500 Annual Reports, PBGC-1s, and Summary Plan Descriptions) have been filed or distributed. 
        (e)   Except as set forth inSection 5.18(e) of the HGI Disclosure Schedule, all contributions (including salary reduction contributions) have 
been paid when due to each Benefit Plan on a timely basis in material compliance with governmental requirements, or if not paid, accrued on the 
financial statements or records of HGI. 
        (f)    Except as set forth inSection 5.18(f) of the HGI Disclosure Schedule, each Benefit Plan that is a pension plan (as defined in Section 3(2) 
of ERISA) and is intended to be qualified under Section 401(a) of the Code has received a favorable determination letter from the IRS to the 
effect that such Benefit Plan is qualified and exempt from federal income taxes under Sections 401(a) and 501(a) of the Code, or has requested 
such a letter, and no such letter has been revoked nor, to the Knowledge of HGI, has revocation been threatened, and no Benefit Plan has been 
amended since the date of its most recent determination letter or application therefor, which is reasonably likely to adversely affect qualification 
of such Benefit Plan. 
        (g)   With respect to each Benefit Plan that is funded wholly or partially through an insurance policy, all premiums required to have been 
paid to date under each insurance policy have been paid. Except as set forth in Section 5.18(g)  of the HGI Disclosure Schedule, there is no 
Liability of HGI or any Subsidiary of HGI under any such insurance policy or ancillary agreement with respect to such insurance policy in the 
nature of a retroactive rate adjustment, loss sharing arrangement, or other actual or contingent Liability. 
        (h)   Except as set forth onSection 5.18(h) of the HGI Disclosure Schedule, neither the execution and delivery of this Agreement, the 
consummation of the Transactions or the obtaining of the approval of the stockholders of HGI will (either alone or in conjunction with any other 
event) (i) result in any material payment becoming due to any director or officer of HGI or any Subsidiaries of HGI under any Benefit Plan; 
(ii) accelerate the time of payment or vesting or materially increase the amount of any benefits otherwise payable to any director or officer of HGI 
or any Subsidiaries of HGI under any Benefit Plan; (iii) require the funding of any benefit under any Benefit Plan or trust related thereto; or 
(iv) limit or restrict the right of HGI or any Subsidiaries of HGI to merge, amend or terminate any of the Benefit Plans. Section 5.18(h)(i)  of the 
HGI Disclosure Schedule contains a report that sets forth HGI's good faith estimate, as of the date of such report, of (x) the amount to be paid 
(subject to the exceptions described in such report and based upon the assumptions described in such report) to the current officers of HGI under 
all Benefit Plans (or the amount by which any of their benefits may be accelerated or increased) as a result of (i) the execution of this Agreement, 
(ii) the consummation of the Transactions, (iii) the obtaining of the approval of the stockholders of HGI or (iv) the termination or constructive 
termination of the employment of such officers following one of the events set forth in clauses (i), (ii) or (iii) above and (y) the ramifications of 
such payments under Sections 280G and 4999 of the Code. Except as set forth in Section 5.18(h)  of the HGI Disclosure Schedule, no Benefit 
Plan provides for any gross-up or additional payment by reason of the Tax required by Section 409A or 4999 of the Code being imposed on such 
individual. 
        (i)    Except as set forth inSection 5.18(i) of the HGI Disclosure Schedule, no Benefit Plan provides benefits, including death or medical 
benefits (whether or not insured) with respect to current or former Persons providing services for HGI or any Subsidiary of HGI beyond their 
retirement or other termination of service other than (i) coverage mandated by applicable Law, (ii) death benefits under any Benefit Plan, 
(iii) retirement benefits under any Benefit Plan, or (iv) deferred compensation benefits reflected on the books of HGI or any Subsidiary of HGI. 



        (j)    Except as set forth inSection 5.18(j) of the HGI Disclosure Schedule, none of HGI, any Subsidiary of HGI, or any member of the 
ERISA Controlled Group contributes to or has ever had an obligation to contribute to a multiemployer plan within the meaning of Section 3(37) 
of ERISA with respect to Persons who perform services for HGI or any Subsidiary of HGI. 
        (k)   Except as set forth inSection 5.18(k) of the HGI Disclosure Schedule, with respect to any Benefit Plan subject to Section 406 of ERISA 
or Section 4975 of the Code, to the Knowledge of HGI, there has been no non-exempt prohibited transaction within the meaning of the Code or 
ERISA, and, no act, omission, or transaction has occurred that would result in the imposition of (i) breach of fiduciary duty Liability damages 
under Section 409 of ERISA, (ii) a civil penalty assessed pursuant to subsections (c), (i), or (1) of Section 502 of ERISA, or (iii) a Tax imposed 
pursuant to Chapter 43 of Subtitle D of the Code. 
        (l)    Except as set forth in Section 5.18(l) of the HGI Disclosure Schedule, with respect to any Benefit Plan subject to the jurisdiction of the 
IRS, the United States Department of Labor, or the Pension Benefit Guaranty Corporation, there is no audit, investigation, inquiry or similar 
Proceeding pending (other than routine qualification determination filings) with respect to any of the Benefit Plans before the IRS, the United 
States Department of Labor, or the Pension Benefit Guaranty Corporation. 
        (m)  Except as set forth onSection 5.18(m) of the HGI Disclosure Schedule with respect to each Benefit Plan that is subject to Title IV or 
Section 302 of ERISA or Section 412 or 4971 of the Code, no such Benefit Plan is currently, or is reasonably expected to be, in "at risk status" 
within the meaning of Section 430(i) of the Code or Section 303(i) of ERISA. 
        (n)   Since the last valuation date of any Benefit Plan that is a pension plan, no circumstance exists that would increase the amount of any 
accrued benefits due under the Benefit Plan. 
        (o)   Each Benefit Plan's applicable trust is exempt from federal income tax and no event has occurred which is reasonably likely to give rise 
to disqualification or loss of tax-exempt status with respect to any of the Benefits Plans or applicable trusts. 
        (p)   No amount or asset of any Benefit Plan or trust is or may be subject to unrelated business income tax. 
        (q)   There are no stock incentive plans or stock award plans other than the HGI Stock Plans. 
        Section 5.19     Labor and Employment Matters.      
        (a)   Except as specified inSection 5.19(a) of the HGI Disclosure Schedule, (i) neither HGI nor any Subsidiary of HGI is a party to or bound 
by any union Contract, collective bargaining agreement, employment Contract, independent contractor agreement, consulting agreement or other 
similar Contract; (ii) neither HGI nor any Subsidiary of HGI has agreed to recognize any union or other collective bargaining representative; 
(iii) no union or collective bargaining representative has been certified as representing the employees of HGI or any Subsidiary of HGI; and 
(iv) to HGI's Knowledge, no labor union or collective bargaining representative has made any attempt or threatened to organize any employees of 
HGI or any Subsidiary of HGI. Neither HGI nor any Subsidiary of HGI has experienced any labor strike, dispute, slowdown or stoppage, or any 
other material labor difficulty during the past five (5) years, and, to HGI's Knowledge, there are no facts or circumstances that might lead to any 
such labor dispute. HGI and the Subsidiaries of HGI have provided Nationwide Mutual true and complete copies of all agreements listed in 
Section 5.19(a)  of the HGI Disclosure Schedule. 
        (b)   HGI and the Subsidiaries of HGI have provided Nationwide Mutual with a complete list of all employees, and independent contractors 
of HGI and each of the Subsidiaries of HGI, their respective positions, locations, exempt or non-exempt status, applicable independent contractor 
agreements, information on the basis for concluding that any such Person qualifies as an independent contractor rather than an employee of such 
Party, and salary grades and the rates of all regular and additional compensation and commissions payable to each such Person in any and all 
capacities and any regular or special compensation or commissions that will be payable to each such Person in any and all capacities as of the 
Closing Date other than the then-current accrual of regular payroll compensation. 
        (c)   Except as set forth inSection 5.19(b) of the HGI Disclosure Schedule, the employees of HGI and the Subsidiaries of HGI are "at will" 
under applicable Law, and neither HGI nor any Subsidiary of HGI employs or engages any employee or independent contractor who, subject to 
compliance with applicable Law, cannot be dismissed immediately, whether currently or immediately after the Effective Time, without notice 
and without further liability to such Party. With respect to the employees of HGI and the Subsidiaries of HGI, during the last year, there has been 
no mass layoff, plant closing, or shutdown that triggers application of the Worker Adjustment and Retraining Notification Act of 1988, as 
amended, or any similar Law. 
        (d)   As of the date of this Agreement, HGI and each Subsidiary of HGI have completed and retained to the extent required by IRCA the 
employment verification paperwork, in compliance with both the employment verification provisions (including the paperwork and 
documentation requirements) and the anti-discrimination provisions of IRCA, relating to all current employees. Further, to HGI's Knowledge, at 
all times prior to the date of this Agreement, HGI and each of the Subsidiaries of HGI was or came to be in compliance with such requirements as 
to all present and former employees. 
        (e)   Neither HGI nor any Subsidiary of HGI is liable for any payment to any trust or other fund or to any Governmental Entity, with respect 
to unemployment compensation benefits, social security, or other benefits or obligations for employees (other than routine payments to be made 
in the Ordinary Course of Business consistently with past practice). Except as set forth in Section 5.19(e)  of the HGI Disclosure Schedule, there 
are no pending claims against HGI or any Subsidiary of HGI under any workers' compensation plan or policy or for long-term disability. 
        (f)    To HGI's Knowledge, no employee of HGI or any Subsidiary of HGI is in violation of any term of any employment agreement, 
nondisclosure agreement, common Law nondisclosure obligation, fiduciary duty, noncompetition agreement, or restrictive covenant to a former 
employer. 
        (g)   Except as set forth inSection 5.19(g) of the HGI Disclosure Schedule, neither HGI nor any Subsidiary of HGI is a party to, or otherwise 
bound by, any consent decree with, or citation by, any Governmental Entity relating to employees or employment practices. Neither HGI nor any 
Subsidiary of HGI, including the officers thereof, has received within the past five (5) years any written notice of intent by any Governmental 
Entity responsible for the enforcement of labor or employment Laws to conduct an investigation relating to HGI or any of the Subsidiaries of 
HGI, and no such investigation is in progress. No director, officer or employee of HGI or of any Subsidiary of HGI has been convicted of any 
criminal felony involving dishonesty, a breach of trust or an offense described in 18 U.S.C. § 1033. 
        (h)   Except as set forth inSection 5.19(h) of the HGI Disclosure Schedule, the execution and delivery of this Agreement, the consummation 
of the Transactions, and any termination of employment or service in connection therewith at or prior to the Closing Date will not (i) result in any 
payment (including severance, unemployment compensation, golden parachute, bonus, or otherwise) becoming due to any Person, (ii) increase 
any benefits otherwise payable by HGI or any Subsidiary of HGI, (iii) result in the acceleration of the time of payment or vesting of any such 
benefits, (iv) increase the amount of compensation due to any Person, or (v) result in the forgiveness in whole or in part of any outstanding loans 
made by HGI or any Subsidiary of HGI to any Person. 
        (i)    To HGI's Knowledge, no current director, officer, employee, manager, or independent contractor of HGI or any Subsidiary of HGI is a 
party to or is otherwise bound by, any agreement or arrangement, including any confidentiality, noncompetition, or proprietary rights agreement, 
between such director, officer, employee, manager, or independent contractor, and any other Person that in any way adversely affects (i) the 



performance of his or her duties as a director, officer, employee, manager, or independent contractor of HGI or any Subsidiary of HGI, or (ii) the 
ability of HGI or any Subsidiary of HGI to conduct its Business as it is currently conducted and proposed to be conducted. 
        (j)    To HGI's Knowledge, there are no facts which would reasonably give rise to a claim which if asserted would be required to be disclosed 
by Section 5.9  of this Agreement, that HGI or any Subsidiary of HGI is not in compliance with all applicable Laws applicable to its respective 
employment and employment practices, including all applicable Laws regarding terms and conditions of employment, health and safety, wages 
and hours, employee and independent contractor classifications, immigration, employment discrimination, disability rights or benefits, equal 
opportunity, plant closures and layoffs, affirmative action, workers' compensation, labor relations, employee leave issues, and unemployment 
insurance. Neither HGI nor any Subsidiary of HGI is delinquent in any material payments to any employee for any services or any material 
amounts required to be reimbursed or otherwise paid. 
        Section 5.20     Intellectual Property.      
        (a)   Section 5.20(a) of the HGI Disclosure Schedule sets forth a list of all Intellectual Property owned by HGI and each Subsidiary of HGI 
other than unregistered copyrights and trade secrets. Such Intellectual Property is subsisting and is valid and enforceable. Except as set forth in 
Section 5.20(a)  of the HGI Disclosure Schedule, (i) HGI or a Subsidiary of HGI owns, free and clear of all Liens, (except for Permitted Liens), 
or has a license or other right to use all Intellectual Property to the extent necessary for the conduct of its Business as currently conducted; 
(ii) there is no claim or Proceeding pending against HGI or any Subsidiary of HGI, to the Knowledge of HGI or any Subsidiary of HGI, 
threatened against HGI or any Subsidiary of HGI that has been made in the past three (3) years alleging that HGI or any Subsidiary of HGI is 
infringing any Intellectual Property rights of any third party; and (iii) neither HGI nor any Subsidiary of HGI has made any claim against any 
third party that remains pending alleging the infringement of any Intellectual Property right of HGI or any Subsidiary of HGI. Each of HGI and 
the Subsidiaries of HGI has taken commercially reasonable efforts to maintain the secrecy of the material trade secrets owned by HGI and the 
Subsidiaries of HGI. The Computer Systems and Computer Software owned or used by HGI or any Subsidiary of HGI in the conduct of its 
Business are sufficient in all material respects for the immediate needs of the Business of HGI and the Subsidiaries of HGI, other than upgrades 
in the Ordinary Course of Business. In the last twelve (12) months, there has been no crash, failure, breakdown, or continued substandard 
performance affecting any such Computer Systems or Computer Software that has adversely affected the Business, results of operation or 
condition (financial or otherwise) of HGI or any Subsidiary of HGI. 
        (b)   Except as set forth inSection 5.20(b) of the HGI Disclosure Schedule, in the past three (3) years, Computer Software owned by HGI or 
any Subsidiary of HGI has not been disclosed, delivered, or made available to any Person that is not an employee or consultant of HGI or any 
Subsidiary of HGI, and neither HGI nor any Subsidiary of HGI has agreed to provide such Computer Software to any such Person (including as 
part of the escrow arrangement). Except as set forth in Section 5.20(b)  of the HGI Disclosure Schedule, the Computer Software owned by HGI or 
any Subsidiary of HGI operates in all material respects in accordance with its documentation and specifications and has no material problems or 
defects. 
        Section 5.21     Rating Agencies.     Except as disclosed in Section 5.21  of the HGI Disclosure Schedule, since December 31, 2010, none of 
the Rating Agencies has, other than as a result of the announcement of the Subsidiary Merger or the Transactions (a) imposed conditions 
(financial or otherwise) on retaining any currently held rating assigned to HGI or any Subsidiary of HGI, or (b) indicated to HGI or any 
Subsidiary of HGI that it is considering the downgrade of any rating assigned to HGI or any Subsidiary of HGI. 
        Section 5.22     Investment Company.     None of the Subsidiaries of HGI maintains any separate accounts. Neither HGI nor any of the 
Subsidiaries of HGI conducts activities of or is otherwise deemed under applicable Law to control an "investment adviser" as such term is defined 
in Section 2(a)(20) of the Investment Company Act, whether or not registered under the Investment Advisers Act. Neither HGI nor any of the 
Subsidiaries of HGI is an "investment company" as defined under the Investment Company Act, and neither HGI nor any Subsidiaries of HGI 
sponsors any Person that is such an investment company. 
        Section 5.23     Brokers or Finders.     No broker, investment banker, financial advisor or other Person other than HGI's financial advisors, 
(i) Credit Suisse Securities (USA) LLC (whose fees and expenses shall be paid 50% by HGI and 50% by Harleysville Mutual in accordance with 
the Harleysville Parties' agreement with such firm) and (ii) Keefe, Bruyette & Woods, Inc. (whose fees and expenses shall be paid by HGI in 
accordance with HGI's agreement with such firm), is entitled to any broker's, finder's, financial advisor's, or other similar fee or commission in 
connection with the Transactions based upon arrangements made by or on behalf of HGI and Harleysville Mutual as applicable. HGI has 
furnished to Nationwide Mutual complete and correct copies of all existing agreements between (i) HGI and Credit Suisse Securities (USA) LLC, 
and (ii) HGI and Keefe, Bruyette & Woods, Inc., pursuant to which such firms would be entitled to any payment relating to the Transactions. 
        Section 5.24     HGI's SEC Documents and Listing.      
        (a)   (i) HGI has made available to Nationwide Mutual and has timely filed or furnished (subject to all applicable extensions), as applicable, 
all reports, schedules, forms, statements and other documents required to be filed or furnished by HGI with the SEC since December 31, 2008, all 
of which have complied as of their respective filing dates in all material respects with all applicable requirements of the Securities Act of 1933, as 
amended and the rules and regulations promulgated thereunder (the " Securities Act "), the Exchange Act and the Sarbanes-Oxley Act of 2002 
and the rules and regulations promulgated thereunder (the " Sarbanes-Oxley Act ") and (ii) HGI will file prior to the Effective Time all reports, 
schedules, forms, statements and other documents required to be filed or furnished by it with the SEC prior to such time. No executive officer of 
HGI has failed in any respect to make the certifications required of him or her under Section 302 or 906 of the Sarbanes-Oxley Act with respect 
to any SEC Documents filed since December 31, 2008. None of HGI's SEC Documents, including any financial statements or schedules included 
or incorporated by reference therein, at the time filed, contained (or will contain when filed) any untrue statement of a material fact or omitted to 
state a material fact required to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which 
they were made, not misleading. As of the date of this Agreement, there are no outstanding or unresolved comments in comment letters received 
from the SEC staff with respect to HGI's SEC Documents. None of the Subsidiaries of HGI is required to file periodic reports with the SEC 
pursuant to the Exchange Act. 
        (b)   HGI and its Subsidiaries have implemented and maintained a system of internal accounting controls sufficient to provide reasonable 
assurances regarding the reliability of financial reporting and the preparation of financial statements in accordance with GAAP. HGI (i) has 
implemented and maintained disclosure controls and procedures (as defined in Rule 13a-15(e) of the Exchange Act) designed to ensure that 
material information relating to HGI and its Subsidiaries, is made known to the Chief Executive Officer and the Chief Financial Officer of HGI 
by others within those entities, and (ii) has disclosed, based on its most recent evaluation prior to the date of this Agreement, to HGI's outside 
auditors and the audit committee of the board of directors of HGI (i) any significant deficiencies and material weaknesses in the design or 
operation of internal controls over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) which are reasonably likely to adversely 
affect HGI's ability to record, process, summarize and report financial information and (ii) any fraud, whether or not material, that involves 
management or other employees who have a significant role in HGI's internal controls over financial reporting. To the Knowledge of HGI, as of 



the date of this Agreement, HGI's Chief Executive Officer and Chief Financial Officer will be able to give the certifications and attestations 
required pursuant to the rules and regulations adopted pursuant to Section 404 of the Sarbanes-Oxley Act, without qualification, when due. 
        (c)   Since December 31, 2008, to the Knowledge of HGI, (i) none of HGI, any of its Subsidiaries or any director, officer, or auditor of HGI 
or any of its Subsidiaries has received, or otherwise had or obtained knowledge of, any complaint, allegation, assertion or claim, whether written 
or oral, regarding the accounting or internal auditing practices, procedures, methodologies or methods of HGI or any of its Subsidiaries or their 
respective internal accounting controls, including any complaint, allegation, assertion or claim that HGI or any of its Subsidiaries has engaged in 
questionable accounting or internal auditing practices and (ii) no attorney representing HGI or any of its Subsidiaries, whether or not employed 
by HGI or any of its Subsidiaries, has reported evidence of a material violation of securities Laws, breach of fiduciary duty or similar violation by 
HGI or any of its officers, directors, employees or agents to the board of directors of HGI or any committee thereof or to any director or officer of 
HGI. 
        (d)   As of the date of this Agreement, there are no transactions, agreements, arrangements or understandings involving HGI or its 
Subsidiaries that would be required to be disclosed under Item 404 of Regulation S-K under the Securities Act that have not been filed with or 
furnished to the SEC. 
        (e)   Neither HGI nor any of its Subsidiaries is a party to, or has any Contract to become a party to, any joint venture, off-balance sheet 
partnership or any similar Contract or arrangement (including any Contract relating to any transaction or relationship between or among HGI or 
any of its Subsidiaries, on the one hand, and any unconsolidated Affiliate, including any structured finance, special purpose or limited purpose 
entity or Person, on the other hand, or any "off-balance sheet arrangements" (as defined in Item 303(a) of Regulation S-K of the SEC)), where the 
result, purpose or effect of such Contract is to avoid disclosure of any material transaction involving, or material Liabilities of, HGI's or any of its 
Subsidiaries' audited financial statements or other SEC Documents. 
        (f)    Since December 31, 2008, HGI has complied in all material respects with the applicable listing and corporate governance rules and 
regulations of NASDAQ. 
        Section 5.25     Absence of Indemnifiable Claims.     As of the date of this Agreement, there are no pending claims that would entitle any 
director or officer of HGI or its Subsidiaries to indemnification by HGI or its Subsidiaries under applicable Law, HGI's Certificate of 
Incorporation or Bylaws, or the certificate of incorporation or bylaws or other organizational or governance documents of any of the Subsidiaries 
of HGI or the Harleysville Mutual Subsidiaries, any insurance policy maintained by Harleysville Mutual, HGI or any of their Subsidiaries or any 
indemnity agreements of Harleysville Mutual or similar agreements to which Harleysville Mutual, HGI or any of their Subsidiaries is a party or 
by which any of its Assets is or may be bound. 
        Section 5.26     State Anti-takeover.     HGI has taken all action necessary so that the restrictions on "business combinations" otherwise 
applicable under Section 203 of the DGCL do not apply to this Agreement, the Mergers, the Voting Agreement and the other Transactions, and, 
accordingly, no such restrictions nor other anti-takeover or similar statute or regulation applies or purports to apply to the Transactions. No other 
"business combination," "control share acquisition," "fair price," "moratorium" or other anti-takeover Laws enacted under any federal or state 
Laws apply to this Agreement or the Transactions. 
        Section 5.27     Risk-Based Capital.     HGI has made available to Nationwide Mutual true and complete copies of all Risk-Based Capital 
Reports. The Risk-Based Capital Reports are true, accurate and complete in all material respects. None of HGI or any of its Subsidiaries has 
suffered a decrease in its Risk-Based Capital to "Company Action Level." 
        Section 5.28     Derivatives; Structured Products.     Neither HGI nor any Subsidiary of HGI, nor any of their respective Affiliates, (i) is 
engaged in any Derivative Transactions; (ii) has any Liability, contingent or otherwise, in connection with any Derivative Transaction; (iii) has 
issued, sponsored, organized, or otherwise originated any Structured Products; or (iv) has any Liability, whether accrued, absolute, contingent, or 
otherwise, in connection with any Structured Products. 
        Section 5.29     No Other Representations or Warranties.     Except for the representations and warranties contained in this Agreement, none 
of HGI, the Subsidiaries of HGI or any other Person on behalf of HGI or the Subsidiaries of HGI makes any other express or implied 
representation or warranty with respect to HGI, any of the Subsidiaries of HGI or any information provided to Parent or Merger Sub with respect 
to HGI or any of the Subsidiaries of HGI. 

ARTICLE VI 
 REPRESENTATIONS AND WARRANTIES OF NATIONWIDE MUTUAL AND 

 MERGER SUB 
        As an inducement to the Harleysville Parties to enter into this Agreement, Nationwide Mutual hereby represents and warrants to the 
Harleysville Parties that, except as set forth in the items set forth in the Nationwide Mutual Disclosure Schedule (it being acknowledged and 
agreed by the Harleysville Parties that any matter set forth in any section or subsection of the Nationwide Mutual Disclosure Schedule will be 
deemed to be disclosed for all purposes of this Agreement and all other sections and subsections of the Nationwide Mutual Disclosure Schedule 
to which it is readily apparent that the matters so disclosed are applicable, but will expressly not be deemed to constitute an admission by 
Nationwide Mutual, or otherwise to imply, that any such matter rises to the level of a Material Adverse Effect or is otherwise material for 
purposes of this Agreement or the Nationwide Mutual Disclosure Schedule): 
        Section 6.1     Representations and Warranties of Nationwide Mutual.      
        (a)    Organization and Qualification.    Nationwide Mutual is a mutual insurance company duly organized, validly existing, and in good 
standing under the Laws of the State of Ohio and has the requisite corporate power and authority to conduct its Business as it is currently being 
conducted. Nationwide Mutual is duly qualified to do business, and is in good standing, in the jurisdictions where the character of its Assets 
owned or leased or the nature of its Business makes such qualification necessary, except where the failure to be so qualified or in good standing 
would not, individually or in the aggregate, be reasonably likely to have a Material Adverse Effect. Nationwide Mutual possesses an Insurance 
License in Ohio and in each other jurisdiction in which Nationwide Mutual is required to possess an Insurance License. All such Insurance 
Licenses, including authorizations to transact reinsurance, are in full force and effect without amendment, limitation or restriction, and 
Nationwide Mutual does not have Knowledge of any event, inquiry or Proceeding which is reasonably likely to lead to the revocation, 
amendment, failure to renew, limitation, suspension or restriction of any such Insurance License. 
        (b)    Authority Relative to this Agreement.     
          (i)  Nationwide Mutual has all requisite power and authority to execute and deliver this Agreement and, subject to approval of this 
Agreement by the Members of Nationwide Mutual, to consummate the Transactions and carry out its obligations under the Transaction 
Documents to which it is or will be a party. The execution and delivery of this Agreement and the consummation by Nationwide Mutual of the 
Transactions have been duly approved and authorized by the Board of Directors of Nationwide Mutual. Except for the approval and adoption of 
this Agreement by the Members of Nationwide Mutual, no other corporate proceedings on the part of Nationwide Mutual are necessary to 
authorize this Agreement and the Transactions. The affirmative vote of at least two-thirds of the Members of Nationwide Mutual voting, in 



person or by properly executed proxy, at the meeting called pursuant to Section 8.1  is the only vote of Members of Nationwide Mutual necessary 
to approve and adopt this Agreement and the Transactions. 
         (ii)  This Agreement has been duly and validly executed and delivered by Nationwide Mutual and (assuming this Agreement is a valid and 
binding obligation of the Harleysville Parties) constitutes a valid and binding agreement of Nationwide Mutual enforceable against Nationwide 
Mutual in accordance with its terms, except that: (A) such enforcement may be subject to bankruptcy, insolvency, reorganization, moratorium, or 
other similar Laws now or hereafter in effect relating to creditors' rights generally, and (B) the remedy of specific performance and injunctive 
relief may be subject to equitable defenses and to the discretion of the court before which any Proceeding therefor may be brought. 
        (iii)  The Board of Directors of Nationwide Mutual has received the opinion of Nationwide Mutual's financial advisor, Bank of America 
Merrill Lynch, to the effect that the Parent Merger is fair to the policyholders of Nationwide Mutual, taken as a group, from a financial point of 
view. 
        (c)    No Violation; Government Filings.     
          (i)  The execution, delivery and performance of this Agreement by Nationwide Mutual and the consummation by Nationwide Mutual of the 
Transactions will not: (A) constitute a breach or violation of or default under the Articles of Incorporation or the Code of Regulations (or similar 
organizational documents) of Nationwide Mutual, (B) violate, conflict with, or result in a breach of any provisions of, or constitute a default (or 
an event which, with notice or lapse of time or both, would constitute a default) under, or result in the termination or cancellation of, or accelerate 
the performance required by, or result in a right of termination, cancellation or acceleration under, or result in the creation of any Lien upon any 
of the Assets of Nationwide Mutual under, any of the terms, conditions, or provisions of any Contract to which Nationwide Mutual is a party or to 
which it or any of its Assets may be subject, or (C) constitute a breach or violation of or default under any Environmental Permit, Law, Order or 
License to which Nationwide Mutual is subject other than, in the case of clauses (B)  and (C) , for any such breaches, violations, conflicts, 
terminations, defaults, accelerations, or Liens that are not, individually or in the aggregate, reasonably likely to have a Material Adverse Effect. 
         (ii)  No Consent or Filing of or with any Person is required with respect to Nationwide Mutual in connection with the execution and 
delivery of this Agreement by Nationwide Mutual and the consummation by Nationwide Mutual of the Transactions except for: (A) the approval 
of the Meeting Notice by the Ohio Superintendent as contemplated by Section 8.1(b) , (B) the approval of this Agreement by the Board of 
Directors of Nationwide Mutual as contemplated by Section 8.1(a) , (C) the approval and adoption of this Agreement by the Members of 
Nationwide Mutual as contemplated by Section 8.1 , (D) the filing of this Agreement with and the approval of such by the Ohio Superintendent 
under the Ohio Insurance Law and the Pennsylvania Commissioner and the Pennsylvania Attorney General under the Pennsylvania Insurance 
Law and such other applications, registrations, declarations, filings, authorizations, Orders, consents, and approvals as may be required under the 
Laws of other jurisdictions, (E) the filings required under the HSR Act and the expiration or earlier termination of any waiting period applicable 
to the Parent Merger under such Act, (F) the filings pursuant to Section 2.5(a) , (G) the filing of appropriate documents with and such consents as 
may be required under the Investment Company Act and the Investment Advisers Act, (H) such Consents and Filings as may be required by any 
applicable state securities or blue sky Laws, and (I) such other such Consents or Filings, the failure of which to make or obtain would not, 
individually or in the aggregate, be reasonably likely to prevent or be a material impediment to the consummation of the Transactions or be 
reasonably likely to have a Material Adverse Effect. 
        (d)    SAP Statements.    Each Nationwide Mutual SAP Statement complied (and, as to SAP Statements filed after the date of this Agreement, 
will comply) in all material respects with all applicable Laws when so filed, and all material deficiencies with respect to any such Nationwide 
Mutual SAP Statement, of which Nationwide Mutual has Knowledge, have been cured or corrected. Each Nationwide Mutual SAP Statement 
(and the notes related thereto) referred to in Sections 6.1(d)(i) , (d)(ii) , and (d)(iv)  was prepared (and, as to SAP Statements filed after the date of 
this Agreement, will be prepared) in accordance with SAP and presents (and, as to SAP Statements filed after the date of this Agreement, will 
present) fairly, in all material respects, the financial position of Nationwide Mutual as of the respective dates thereof and the related summaries of 
operations and changes in capital and surplus and cash flow of Nationwide Mutual for the respective periods covered thereby. To the Knowledge 
of Nationwide Mutual, each Nationwide Mutual SAP Statement (including the notes related thereto) referred to in Section 6.1(d)(iii)  was 
prepared (or, in the case of similar SAP Statements filed after the date of this Agreement, will be prepared) in accordance with the statutory 
accounting practices required by the insurance Governmental Entity in the jurisdiction in which such statement was (or will be) filed. Nationwide 
Mutual has previously made available to the Harleysville Parties true and complete copies of the Nationwide Mutual SAP Statements. For 
purposes of this Agreement, the "Nationwide Mutual SAP Statements " include the following: 
          (i)  the Annual Statements for Nationwide Mutual as of and for the years ended December 31, 2008, 2009, and 2010; 
         (ii)  the Quarterly Statements for Nationwide Mutual as of and for the calendar quarters ended March 31, 2011, and June 30, 2011; 
        (iii)  any supplemental or separate statutory annual statements or quarterly statements for Nationwide Mutual for any of the periods ended 
December 31, 2008, 2009, and 2010, or March 31, 2011, or June 30, 2011, that are filed with any insurance Governmental Entity and that differ 
from the Annual Statements or the Quarterly Statements described in Section 6.1(d)(i)  or (d)(ii) hereto; and 
        (iv)  the audited SAP balance sheets of Nationwide Mutual as of December 31, 2008, 2009, and 2010, and the related audited summary of 
operations and statements of change in capital and surplus and cash flow of Nationwide Mutual for each such year, together with the notes related 
thereto and the reports thereon of KPMG, LLP. 
        (e)    Absence of Certain Changes or Events.    Except as disclosed in the Nationwide Mutual SAP Statements, since December 31, 2010, 
Nationwide Mutual has conducted its Business only in the Ordinary Course of Business, consistent with past practice, and there has not occurred: 
(i) a Material Adverse Effect, or any event or events which, individually or, in the aggregate, are reasonably likely to have a Material Adverse 
Effect; (ii) except as required by SAP, GAAP, or applicable Law, any material change by Nationwide Mutual in its accounting principles, 
practices, or methods; or (iii) except as required by SAP, GAAP, or applicable Law, any material change in the accounting, actuarial, investment, 
reserving, underwriting, or claims administration policies, practices, procedures, methods, assumptions, or principles of Nationwide Mutual. 
        (f)    No Undisclosed Liabilities.    Except as disclosed in the Nationwide Mutual SAP Statements, Nationwide Mutual does not have any 
Liabilities required by SAP or GAAP to be set forth on a balance sheet of Nationwide Mutual, other than Liabilities arising since the date of the 
applicable Financial Statement in the Ordinary Course of Business consistent with past practice that, individually or in the aggregate, are not 
reasonably likely to have a Material Adverse Effect. 
        (g)    Litigation.    Except as disclosed in the Nationwide Mutual SAP Statements, there are no Proceedings pending or, to the Knowledge of 
Nationwide Mutual, threatened against Nationwide Mutual before any Governmental Entity or arbitrator which, individually or in the aggregate, 
are reasonably likely to have a Material Adverse Effect. 
        (h)    Compliance with Law.     
          (i)  Nationwide Mutual is not in violation (or, with notice or lapse of time or both, would be in violation) of any term or provision of any 
Law applicable to it or any of its Assets, the violation of which is, individually or in the aggregate with all other such violations, reasonably likely 
to have a Material Adverse Effect. Nationwide Mutual has made available to Harleysville Mutual a list of all reports (including draft reports) of 



examinations of the affairs of Nationwide Mutual (including market conduct examinations) issued by insurance Governmental Entities for any 
period ending on a date on or after January 1, 2007, and all material deficiencies or violations in such reports for any prior period have been 
resolved. All outstanding Insurance Contracts issued or assumed by Nationwide Mutual are, to the extent required by Law, on forms and at rates 
approved by the insurance Governmental Entities of the jurisdictions where issued or have been filed with and not objected to by such authorities 
within the periods provided for objection. 
         (ii)  Nationwide Mutual is not a party to any Contract with or other undertaking to, or is subject to any Order by, or is a recipient of any 
supervisory letter or other written communication of any kind from, any Governmental Entity which: (A) is reasonably likely to have a Material 
Adverse Effect, or (B) has been received since January 1, 2007 and relates to its reserve adequacy or its marketing, sales, trade, or underwriting 
practices or policies which is materially adverse to Nationwide Mutual, nor has Nationwide Mutual been notified by any Governmental Entity 
that it is contemplating issuing or requesting (or is considering the appropriateness of issuing or requesting) any such Order, Contract, 
undertaking, letter or other written communication. 
        (iii)  Nationwide Mutual has implemented procedures and programs which are designed to provide reasonable assurance that Nationwide 
Mutual and its agents and employees are in compliance in all material respects with all applicable Laws, including advertising, licensing and sales 
Laws. 
        (i)    Producer Licenses.    Substantially all of the Producers, at the time such Producers wrote, sold or produced business for Nationwide 
Mutual, were duly licensed as Producers (for the type of business written, sold or produced by such Producers) in the particular jurisdiction in 
which such Producers wrote, sold or produced such business for Nationwide Mutual, except as would not have, individually or in the aggregate, a 
Material Adverse Effect. 
        (j)    Capitalization of Nationwide Mutual Subsidiaries.    All of the outstanding shares of capital stock (or of any other form of equity 
interest in the case of a Nationwide Mutual Subsidiary that is not a corporation) of each of the Nationwide Mutual Subsidiaries have been duly 
authorized and validly issued, are fully paid and nonassessable and were not issued in violation of any preemptive or subscription rights and, 
except as set forth in Section 6.1(j)  of the Nationwide Mutual Disclosure Schedule, are owned by either Nationwide Mutual or another of the 
Nationwide Mutual Subsidiaries, free and clear of all Liens. There are no outstanding subscriptions, options, warrants, calls, rights, convertible 
securities, or rights to acquire any equity interest in any of the Nationwide Mutual Subsidiaries. 
        (k)    Reserves.    The aggregate actuarial reserves and other actuarial amounts held in respect of Liabilities with respect to Insurance 
Contracts of Nationwide Mutual and each Nationwide Mutual Subsidiary as established or reflected in their December 31, 2010 Annual 
Statements, March 31, 2011 Quarterly Statements, or June 30, 2011 Quarterly Statements: (a) (i) were determined in accordance with generally 
accepted actuarial standards consistently applied, (ii) were fairly stated, in all material respects, in accordance with sound actuarial principles, and 
(iii) were based on actuarial assumptions that are in accordance with or are more conservative than those specified in the related Insurance 
Contracts; and (b) complied with, in all material respects, the requirements of the Ohio Insurance Law and all other applicable Laws. Nationwide 
Mutual and each Nationwide Mutual Subsidiary own Assets that qualify as admitted assets under applicable insurance Laws in an amount at least 
equal to the sum of their statutory reserves and other similar amounts. Nationwide Mutual has made available to the Harleysville Parties a true 
and complete copy of each Nationwide Mutual Actuarial Analysis. 
        (l)    Taxes and Tax Returns.    Except as set forth inSection 6.1(l) of the Nationwide Mutual Disclosure Schedule: 
          (i)  All income Tax Returns and all other material Tax Returns required under applicable Law to be filed with or provided to any Person by 
Nationwide Mutual or any Nationwide Mutual Subsidiary have been (and, as to Tax Returns not filed as of the date of this Agreement, will be) 
timely filed (within any applicable extension periods) and such Tax Returns were true, complete and correct in all material respects; 
         (ii)  Nationwide Mutual and each Nationwide Mutual Subsidiary have within the time and in the manner prescribed by Law paid all Taxes 
due and payable except for those contested in good faith and for which adequate reserves have been taken. To the Knowledge of Nationwide 
Mutual, no claim has ever been made by an authority in a jurisdiction where Nationwide Mutual or any Nationwide Mutual Subsidiary does not 
file Tax Returns that Nationwide Mutual or any Nationwide Mutual Subsidiary may be subject to taxation by that jurisdiction; 
        (iii)  Nationwide Mutual and each Nationwide Mutual Subsidiary have established (and until the Effective Time will maintain) on their 
books and records: (i) reserves adequate to pay all Taxes not yet due and payable and all deficiencies asserted, proposed or threatened, in writing, 
against Nationwide Mutual or any Nationwide Mutual Subsidiary, and (ii) reserves for deferred Taxes, in each case, in accordance with SAP or 
GAAP, as the case may be; 
        (iv)  Neither Nationwide Mutual nor any Nationwide Mutual Subsidiary has executed any waivers, extensions, or comparable consents 
regarding the application of the statute of limitations with respect to any Taxes or Tax Returns; 
         (v)  To the Knowledge of Nationwide Mutual, no outstanding deficiencies, assessments, or written proposals for the assessment of any 
Taxes that are individually or collectively material have been proposed, asserted or assessed in writing against Nationwide Mutual or any of the 
Nationwide Mutual Subsidiaries by any taxing authority, except for Taxes that are being contested in good faith and for which adequate reserves 
have been taken; 
        (vi)  No Proceedings are presently pending with regard to any Taxes or Tax Returns of Nationwide Mutual or any Nationwide Mutual 
Subsidiary, except for Taxes that are being contested in good faith and for which adequate reserves have been taken. Nationwide Mutual has no 
Knowledge of any Proceeding threatened in writing with respect to any such Taxes or Tax Returns. 
       (vii)  Neither Nationwide Mutual nor any Nationwide Mutual Subsidiary has received a Tax Ruling or entered into a Closing Agreement with 
any taxing authority that would have a continuing adverse effect after the Effective Time of the Parent Merger; 
      (viii)  Nationwide Mutual and the Nationwide Mutual Subsidiaries have made available to the Harleysville Parties complete and accurate 
copies of: (i) all federal and state income Tax Returns, and any amendments thereto, filed by or on behalf of Nationwide Mutual and each 
Nationwide Mutual Subsidiary for all taxable years since 2007, and (ii) all audit reports received from any taxing authority relating to any Tax 
Return filed by Nationwide Mutual or any Nationwide Mutual Subsidiary; 
        (ix)  Neither Nationwide Mutual nor any Nationwide Mutual Subsidiary is a party to any Tax allocation or sharing agreement with any 
Person. Neither Nationwide Mutual or any Nationwide Mutual Subsidiary has any liability for Taxes of any Person other than Nationwide Mutual 
or a Nationwide Mutual Subsidiary under Treasury Regulation Section 1.1502-6 (or any similar provision of state, local or foreign Law), as a 
transferee or successor, by Contract or otherwise; and 
         (x)  Neither Nationwide Mutual nor any Nationwide Mutual Subsidiary has taken any action or has any Knowledge of any fact or 
circumstance relating to Nationwide Mutual or any Nationwide Mutual Subsidiary that is reasonably likely to adversely affect the status of the 
Parent Merger as a reorganization under Section 368 of the Code. 
        (m)    Rating Agencies.    Except as disclosed inSection 6.1(m) of the Nationwide Mutual Disclosure Schedule, since December 31, 2010, 
none of the Rating Agencies has, other than as a result of the announcement of the Parent Merger or the Transactions (i) imposed conditions 
(financial or otherwise) on retaining any currently held rating assigned to Nationwide Mutual or any Nationwide Mutual Subsidiary, or 



(ii) indicated to Nationwide Mutual or any Nationwide Mutual Subsidiary that it is considering the downgrade of any rating assigned to 
Nationwide Mutual or such Nationwide Mutual Subsidiary. 
        (n)    Benefit Plans.     
          (i)  Except as would not result in a Material Adverse Effect, each benefit plan (within the meaning of Section 3(3) of ERISA) maintained 
by Nationwide Mutual (" Nationwide Benefit Plan ") is in compliance with state and federal laws, including COBRA and ERISA. 
         (ii)  Each Nationwide Benefit Plan that is a pension plan (as defined in Section 3(2) of ERISA) and is intended to be qualified under 
Section 401(a) of the Code has received a favorable determination letter from the IRS to the effect that such benefit plan is qualified and exempt 
from federal income taxes under Sections 401(a) and 501(a) of the Code, or has requested such a letter, and no such letter has been revoked nor, 
to the Knowledge of Nationwide Mutual, has revocation been threatened, and no such benefit plan has been amended since the date of its most 
recent determination letter or application therefor, which is reasonably likely to materially adversely affect qualification of such benefit plan. 
        (o)    Brokers or Finders.    No broker, investment banker, financial advisor or other Person other than Nationwide Mutual's financial 
advisor, Bank of America Merrill Lynch, whose fees and expenses shall be paid by Nationwide Mutual in accordance with Nationwide Mutual's 
agreement with such firm, is entitled to any broker's, finder's, financial advisor's, or other similar fee or commission in connection with the 
Transactions based upon arrangements made by or on behalf of Nationwide Mutual or any of the Nationwide Mutual Subsidiaries. Nationwide 
Mutual has furnished to the Harleysville Parties a complete and correct copy of all existing agreements between Nationwide Mutual and Bank of 
America Merrill Lynch pursuant to which such firm would be entitled to any payment relating to the Transactions. 
        (p)    Insurance Issued by Nationwide Mutual Insurers.    Since January 1, 2009, all claims and benefits asserted by any Person under any 
Nationwide Mutual Insurance Contract have been or are in the process of being adjusted and or litigated in a timely and appropriate manner in 
good faith in compliance with all Laws, except as would not reasonably be expected to have a Material Adverse Effect. All claims asserted by 
any Person under any Nationwide Mutual Insurance Contract are being, and since January 1, 2009 have been, adjusted, paid, denied, or contested 
in good faith based upon a reasonable evaluation of the facts, the Insurance Contract, and applicable Laws, except as would not reasonably be 
expected to have a Material Adverse Effect. 
        (q)    Articles of Incorporation and Code of Regulations.    Copies of the Articles of Incorporation and Code of Regulations of Nationwide 
Mutual have heretofore been made available to the Harleysville Parties, and such copies are accurate and complete as of the date hereof. 
Nationwide Mutual is not in violation of any of the provisions of its Articles of Incorporation or its Code of Regulations, except as would not 
reasonably be expected to have a Material Adverse Effect. 
        (r)    Available Funds.    Nationwide Mutual and its Subsidiaries, taken as a whole, have, and at the Effective Time will have, sufficient 
funds to permit Merger Sub to consummate the Subsidiary Merger, to pay the aggregate Merger Consideration and the other amounts required to 
be paid by Nationwide Mutual and Merger Sub under this Agreement, and to perform the other obligations of Nationwide Mutual and Merger 
Sub hereunder. 
        Section 6.2     Representations and Warranties of Merger Sub.     Merger Sub and Nationwide Mutual, jointly and severally, hereby 
represent and warrant to the Harleysville Parties as follows: 
        (a)    Organization.    Merger Sub is a corporation duly organized, validly existing and in good standing under the Laws of the State of 
Delaware, and no articles of dissolution have been filed in the office of the Delaware Secretary of State. Merger Sub has all requisite corporate 
power and authority and all necessary governmental approvals to own, lease, and operate its Assets and to carry on its Business as now being and 
proposed to be conducted. 
        (b)    Authorization; Validity of Agreement; Necessary Action.    Merger Sub has all requisite corporate power and authority to execute and 
deliver this Agreement and to consummate the Transactions. The execution, delivery and performance by Merger Sub of this Agreement and the 
consummation by Merger Sub of the Transactions have been duly approved and authorized by the Board of Directors of Merger Sub and by 
Nationwide Mutual the sole stockholder of Merger Sub, and no other corporate action on the part of Merger Sub is necessary to authorize this 
Agreement and the Transactions. This Agreement has been duly executed and delivered by Merger Sub and (assuming this Agreement is a valid 
and binding obligation of the Harleysville Parties) is a valid and binding obligation of Merger Sub enforceable against Merger Sub in accordance 
with its terms, subject to applicable bankruptcy, insolvency, moratorium, or other similar Laws relating to creditors' rights generally and to 
general principles of equity. 
        (c)    Ownership.    Merger Sub is a wholly-owned Subsidiary of Nationwide Mutual. 
        (d)    Consents and Approvals; No Violations.    Except for filings, permits, authorizations, consents, and approvals as may be required 
under, and other applicable requirements of, applicable Insurance Laws, the Exchange Act, the HSR Act, and state securities or state blue sky 
Laws, none of the execution, delivery, or performance of this Agreement by Merger Sub, the consummation by Merger Sub of the Transactions, 
or compliance by Merger Sub with any of the provisions hereof will: (i) conflict with or result in any breach of any provision of the articles of 
incorporation or bylaws of Merger Sub, (ii) require any Consent or Filing with any Governmental Entity, (iii) result in a violation or breach of, or 
constitute (with or without due notice or lapse of time or both) a default (or give rise to any right of termination, cancellation or acceleration) 
under, any of the terms, conditions or provisions of any Contract or other instrument or obligation to which Merger Sub is a party or by which it 
or any of its Assets may be bound, or (iv) violate any Order or other Law applicable to Merger Sub or any of its Assets. 
        (e)    Formation of Merger Sub; No Prior Activities.    Merger Sub was formed solely for the purpose of engaging in the Transactions and 
consummating the Subsidiary Merger. As of the date of this Agreement and as of the Effective Time, except for: (i) obligations or Liabilities 
incurred in connection with its incorporation and the Transactions, and (ii) this Agreement and any other agreements or arrangements 
contemplated by this Agreement or in furtherance of the Transactions, Merger Sub has not incurred, directly or indirectly, through any Subsidiary 
or Affiliate, any obligations or Liabilities or engaged in any business activities of any type or kind whatsoever or entered into any agreements or 
arrangements with any Person. Copies of the Certificate of Incorporation and Bylaws of Merger Sub have been made available to HGI, and such 
copies are true and complete as of the date of this Agreement. 
        (f)    Legal Proceedings.    Except insofar as do not, and as would not reasonably be expected to, individually or in the aggregate, prevent or 
materially delay consummation of the Subsidiary Merger, or otherwise prevent Merger Sub from performing its obligations under this 
Agreement, there are no Proceedings pending or, to the Knowledge of Nationwide Mutual, threatened, against Merger Sub. 
        (g)    Brokers or Finders.    No broker, investment banker, financial advisor or other Person other than Merger Sub's financial advisor, Bank 
of America Merrill Lynch, whose fees and expenses shall be paid by Merger Sub in accordance with Merger Sub's agreement with such firm, is 
entitled to any broker's, finder's, financial advisor's, or other similar fee or commission in connection with the Transactions based upon 
arrangements made by or on behalf of Merger Sub. Merger Sub has furnished to Nationwide Mutual a complete and correct copy of all existing 
agreements between Merger Sub and Bank of America Merrill Lynch pursuant to which such firm would be entitled to any payment relating to 
the Transactions. 



        Section 6.3     No Other Representations or Warranties.     Each of the Nationwide Parties acknowledges that, except for the representations 
and warranties contained in Articles IV and V, neither HGI nor Harleysville Mutual, respectively, makes additional representations or warranties, 
and each of HGI and Harleysville Mutual hereby disclaims any other representations or warranties, whether made by HGI or Harleysville Mutual 
or any of their respective officers, directors, employees, agents or Representatives, with respect to the execution and delivery of this Agreement 
or any document entered into pursuant to the terms and conditions of this Agreement, or the Transactions, notwithstanding the delivery or 
disclosure to Nationwide Mutual, Merger Sub or their Representatives of any documentation or other information with respect to any one or more 
of the foregoing. 

ARTICLE VII 
 COVENANTS 

        Section 7.1    Harleysville Parties Conduct of Business Pending the Mergers.    Each of the Harleysville Parties covenants and agrees as to 
itself and its Subsidiaries that, from the date of this Agreement through the earlier of the Effective Time or the termination of this Agreement 
pursuant to Section 10.1 , unless Nationwide Mutual shall otherwise consent in writing (which consent shall not be unreasonably withheld, 
conditioned or delayed), or as otherwise expressly permitted or contemplated by this Agreement: 
        (a)   Except as set forth inSection 7.1(a) of the Harleysville Mutual Disclosure Schedule or inSection 7.1(a) of the HGI Disclosure Schedule, 
each of the Harleysville Parties shall, and shall cause each of its Subsidiaries to, use reasonable efforts to conduct its Business only in the 
Ordinary Course of Business and in substantially the same manner as heretofore conducted since December 31, 2010, and each Harleysville Party 
and its Subsidiaries shall use reasonable efforts to preserve (i) its present business organization, (ii) the services of executive officers, key 
employees, and consultants, and (iii) its regular services to, and maintain its relationships with, policyholders, insurers, Producers, sales and 
distribution organizations, underwriters, investment customers, suppliers and all others having business dealings with it; 
        (b)   Except as set forth inSection 7.1(b) of the Harleysville Mutual Disclosure Schedule or inSection 7.1(b) of the HGI Disclosure Schedule 
or as required by Law or any existing Insurance Contract, each of the Harleysville Parties shall not, and shall not permit any of its Subsidiaries to 
(i) declare or pay any dividend to policyholders or (ii) make or propose to make any change in its dividend practices or policies or in its 
underwriting, pricing, claims, risk retention, investment, reinsurance practices, or policies in any material respect; and each of the Harleysville 
Parties agrees that it will notify Nationwide Mutual and provide Nationwide Mutual with information in reasonable detail regarding any material 
transactions (excluding investment transactions in the Ordinary Course of Business consistent with past practice, but including transactions 
involving the securitization of Assets of the Harleysville Parties or their Subsidiaries, and transactions involving derivative securities), whether 
involving a purchase or sale, that it or any Subsidiary is considering; 
        (c)   Neither of the Harleysville Parties nor any of their Subsidiaries shall make any material change in accounting methods or practices, 
including any change with respect to establishment of reserves for unearned premiums, losses (including incurred but not reported losses), and 
loss adjustment expenses, or any change in depreciation or amortization policies or rates adopted by it, except as required by Law, GAAP, or 
SAP; 
        (d)   Except as set forth inSection 7.1(d) of the Harleysville Mutual Disclosure Schedule or inSection 7.1(d) of the HGI Disclosure Schedule, 
each of the Harleysville Parties shall not, and shall not permit any Subsidiary to, (i) amend its articles of incorporation or bylaws (unless 
contemplated hereby), (ii) incur any individual Liability or series of related Liabilities in excess of $1,000,000 other than in the Ordinary Course 
of Business consistent with past practice, (iii) incur any indebtedness for money borrowed for all of the Harleysville Parties and their 
Subsidiaries, in excess of $5,000,000 in the aggregate for any such indebtedness having a maturity of ninety (90) days or less, or $10,000,000 in 
the aggregate for any such indebtedness having a maturity of more than ninety (90) days, (iv) agree to any merger, consolidation, affiliation, 
demutualization, acquisition, redomestication, sale of all or a substantial portion of its Assets, bulk or assumption reinsurance arrangement, or 
other similar reorganization, arrangement, or business combination, (v) enter into any material partnership, joint venture, or profit sharing 
Contract, (vi) enter into any Contract limiting the ability of any of the Harleysville Parties or their Subsidiaries to engage in any Business, to 
compete with any Person, to do business with any Person or in any location or to employ any Person, or limiting the ability of any Person to 
compete with such Party or any of its Subsidiaries, (vii) enter into any Contract relating to the direct or indirect guarantee of any obligation of any 
Person in respect of indebtedness for borrowed money or other financial obligation of any Person other than in the Ordinary Course of Business 
consistent with past practice, (viii) enter into any Contract that could materially and adversely affect the consummation of the Transactions, 
(ix) violate any of its covenants under the Transaction Documents, or (x) modify any Contract with respect to the subject of any of the foregoing 
clauses; 
        (e)   Neither of the Harleysville Parties shall, nor shall they permit any of their Subsidiaries to, issue, sell, agree, or commit to issue, any 
shares of or interests in, or rights of any kind to acquire any shares of or interests in, or to receive any payment based on the value of, the capital 
stock of or other equity interests in or any securities convertible into shares of any capital stock of or other equity interests, unless such issuance 
is pursuant to: (i) an equity incentive plan already in effect as of the date of this Agreement, and (ii) an award already made as of the date of this 
Agreement; 
        (f)    Except (x) as set forth inSection 7.1(f) of the Harleysville Mutual Disclosure Schedule or inSection 7.1(f) of the HGI Disclosure 
Schedule, (y) with respect to employees who are not officers or directors, provided that such change is made in the Ordinary Course of Business 
consistent with past practice and would not result in an aggregate increase in cost to HGI or any Subsidiary of HGI of more than $2,000,000 per 
year, or (z) as required by the terms of agreements or plans already in effect and set forth in Section 5.18(a)  of the HGI Disclosure Schedule or 
applicable Law, neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to (i) adopt or implement, or commit to adopt or 
implement, or materially amend, any HGI Benefit Plan (other than amendments to broad-based HGI Benefit Plans that apply to all participants in 
such plan), collective bargaining, compensation, employment, consulting, pension, profit sharing, bonus, incentive, group insurance, termination, 
retirement, or other employee benefit Contract, plan, or policy, (ii) enter into or materially amend any severance Contract, (iii) increase in any 
manner the compensation of, or enter into any Contract relating to the borrowing of money by, its directors, officers, or other employees who 
have an annual base salary of $100,000 or more, (iv) increase by more than 1% the aggregate number of its employees (excluding employees who 
are officers) plus open positions from that as of September 30, 2011, (v) pay or agree to pay any pension, retirement allowance, or other 
employee benefit, (vi) voluntarily recognize, or involuntarily become subject to, any labor organization or any other Person as a collective 
bargaining representative of one or more bargaining units, or (vii) other than obligations that arise by operation of Law or under the bylaws of a 
Party as they exist on the date of this Agreement, or as contemplated by this Agreement, enter into, adopt or increase any indemnification or hold 
harmless arrangements with any directors, officers, or other employees or agents of such Party or any of its Subsidiaries or any other Person; 
        (g)   Other than as contemplated by the Harleysville budget for 2011 and 2012, neither of the Harleysville Parties shall, nor shall they permit 
any Subsidiary to, make any capital expenditures or expenditures or commitments for expenditures for the purchase or lease of any products or 
services or group of products or services (other than with respect to Investment Assets) which, in one or a series of related transactions, exceed 
$250,000, or which, in the aggregate for either Harleysville Party and its Subsidiaries taken as a whole exceed $250,000, except for expenditures 



relating to this Agreement and the consummation of the Transactions, and expenditures required to be made pursuant to existing Contracts to 
which either of the Harleysville Parties or any Subsidiary is a party; 
        (h)   Other than in the Ordinary Course of Business consistent with past practice or in connection with the redemption of outstanding 
guaranteed investment Contracts in the exercise of reasonable judgment of either of the Harleysville Parties, neither of the Harleysville Parties 
shall, nor shall they permit any Subsidiary to, waive any rights with a value in excess of $250,000 or any other rights which are material to any 
Contract or make any payment, direct or indirect, of any Liability in excess of $250,000 before the same comes due in accordance with its terms, 
in each case, including any provision of any Insurance Contract to permit a cash-out thereof; 
        (i)    Except as set forth inSection 7.1(i) of the Harleysville Mutual Disclosure Schedule or inSection 7.1(i) of the HGI Disclosure Schedule, 
neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to, (i) sell, lease, mortgage, encumber, or otherwise grant any 
interest in or dispose of any of its Assets other than the sale of Investment Assets in the Ordinary Course of Business consistent with existing 
investment strategies which, individually or in the aggregate, are material to the financial condition of either of the Harleysville Parties or its 
Subsidiaries, taken as a whole, and, in addition, in the case of Liens, for Permitted Liens and Liens not individually in excess of $250,000 and not 
aggregating in excess of $1,000,000, (ii) increase the percentage of Investment Assets consisting of equity interests; or (iii) restructure, amend, 
modify, or otherwise affect any Investment Asset or any Contract relating thereto which is material to the financial condition of either of the 
Harleysville Parties or its Subsidiaries, taken as a whole, and, in either case described in clauses (i)  and (ii) , only in accordance with the 
statement of investment policy that has been made available to Nationwide Mutual; and the Harleysville Parties shall furnish to Nationwide 
Mutual a monthly report, in detail reasonably acceptable to Nationwide Mutual, of all such transactions or other changes (other than changes in 
market values or changes made in the Ordinary Course of Business, such as interest payments, maturities, etc.) affecting Investment Assets of the 
Harleysville Parties or any Subsidiary which took place since the last such report; 
        (j)    Neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to, other than pursuant to the operation of separate 
accounts involved in real estate in the Ordinary Course of Business, consistent with existing strategies, make any equity real estate investments 
(other than through restructuring or foreclosure or pursuant to commitments existing at the date of this Agreement or to protect the value of 
existing investments in the exercise of reasonable business judgment), and none of the Harleysville Parties or their Subsidiaries shall take any 
action, other than in the exercise of reasonable business judgment and following discussion with Nationwide Mutual, which results, individually 
or in the aggregate, in (i) the realization of any gross capital loss or losses in an amount of $10,000,000 or more, or (ii) an adverse impact on the 
surplus of either of the Harleysville Parties or a Subsidiary in an amount of $10,000,000 or more; 
        (k)   Other than in the Ordinary Course of Business consistent with past practice, neither of the Harleysville Parties shall, nor shall they 
permit any Subsidiary to, enter into any material Contract or amend or waive any material provision of any material Contract which would 
involve the payment by either of the Harleysville Parties or any Subsidiary of $250,000 or more; 
        (l)    Other than in the Ordinary Course of Business consistent with past practice, neither of the Harleysville Parties shall, nor shall they 
permit any Subsidiary to, settle or compromise any claim in any Proceeding which could result in an expenditure for the Harleysville Parties and 
their Subsidiaries in excess of $500,000; 
        (m)  Neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to, purchase or otherwise acquire, except pursuant to a 
Contract in effect on the date of this Agreement, (i) any controlling equity interest in any Person (other than Investment Assets, subject to the 
restriction provided in Section 7.1(i)(ii) ), (ii) any non-publicly traded securities in excess of $250,000 per transaction or $1,000,000 per issuer or 
credit, (iii) any investments in fixed income securities rated in NAIC Class 4, 5, or 6, non-publicly traded equity securities or Assets required to 
be shown on Schedule BA of a Person's Annual Statement in excess of $50,000 per transaction or $100,000 per issuer or credit, (iv) any real 
property or mortgage investments except in the Ordinary Course of Business with respect to managing the existing portfolio of real property and 
mortgage investments, including foreclosing purchase money mortgages, extensions, and refinancing, or (v) any shares or debt securities of HGI 
or any other interest in HGI convertible into or exchangeable or exercisable for any equity or similar interest in HGI, directly or indirectly; 
        (n)   Neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to, (i) assume any Liability or obligation with respect to, 
enter into any new, or materially amend any existing assumed reinsurance Contracts or arrangements provided, however, that the Harleysville 
Parties shall be permitted to amend any such assumed reinsurance Contract if such amendment reduces the obligations or Liability of such 
Harleysville Party or Harleysville Parties thereunder, or (ii) assume any Liability or obligation with respect to, enter into any new, or materially 
amend or terminate any existing ceded reinsurance Contracts other than, with respect to clause (ii) , in the Ordinary Course of Business; 
        (o)   The Harleysville Parties shall, and shall cause each Subsidiary to, maintain uninterrupted its existing insurance coverage of all types in 
effect or procure substantially similar substitute insurance policies with financially, sound and reputable insurance companies in at least such 
amounts and against such risks as are currently covered by such policies if such coverage is available; 
        (p)   The Harleysville Parties each shall deliver to Nationwide Mutual as promptly as practicable after preparation thereof, unaudited or 
audited, as the case may be, (i) SAP Statements filed by or on behalf of the Harleysville Parties after the date of this Agreement and copies of 
material correspondence relating to any such SAP Statement; (ii) GAAP Financial Statements prepared by or on behalf of the Harleysville Parties 
after the date of this Agreement; and (iii) any financial statements, reports, plans or budgets prepared for or used by the management of the 
Harleysville Parties in the conduct, management or operation of the business of the Harleysville Parties and any of their Subsidiaries; 
        (q)   Neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to, take any actions that would be reasonably likely to 
adversely affect the status of the Parent Merger as a reorganization under Section 368 of the Code; 
        (r)   None of the Harleysville Parties or their Subsidiaries shall (i) make or rescind any material express or deemed election relating to Taxes, 
(ii) make a request for a Tax Ruling or enter into a Closing Agreement, settlement or compromise with respect to any material Tax matter, or 
(iii) with respect to any material Tax matter, change any of its methods of reporting income or deductions for federal or state income Tax 
purposes from those employed in the preparation of its federal or state income Tax Return for the Taxable year ending December 31, 2010, 
except as may be required by Law; 
        (s)   Except as set forth inSection 7.1(s) of the HGI Disclosure Schedule, none of HGI, any Subsidiary of HGI nor any Harleysville Mutual 
Subsidiary shall declare, set aside, or pay any dividends or distributions (whether in cash, stock, or property) in respect of its capital stock or 
redeem, purchase, or otherwise acquire any such capital stock; 
        (t)    Neither of the Harleysville Parties shall, nor shall any Subsidiary settle any pending or threatened Proceeding in an amount exceeding 
$250,000, other than settlement of any pending or threatened Proceeding with respect to claims arising under Insurance Contracts underwritten, 
ceded, or assumed by any Harleysville Mutual Subsidiary or any Subsidiary of HGI; 
        (u)   Other than with respect to Nationwide Mutual, Merger Sub, the Mergers and the Voting Agreement, HGI shall not waive application of 
Section 203 (Business Combinations with Interested Stockholders) of the DGCL with respect to any Person or Transaction; 



        (v)   Other than in the Ordinary Course of Business consistent with past practice, the Harleysville Parties shall not, with respect to any 
Insurance Contract, reduce rates, fail to implement actuarially based rate increases, extend existing policy terms, accelerate renewals, or take any 
other action similar to the foregoing; 
        (w)  Neither of the Harleysville Parties shall, nor shall they permit any Subsidiary to, enter into any new, or materially amend or terminate 
any existing, Contract with respect to the lease of real property; and 
        (x)   Neither of the Harleysville Parties shall, nor shall any Subsidiary agree, in writing or otherwise, to take any of the actions prohibited by 
the foregoing clauses (a)  through (w) 
        Section 7.2     No Solicitation by the Harleysville Parties.      
        (a)    Alternative Transaction.     
          (i)  The Harleysville Parties shall not, and shall cause their Subsidiaries not to, and shall not authorize or permit the directors, officers, 
employees, and Representatives of the Harleysville Parties or any of their Subsidiaries to, directly or indirectly, (A) solicit, initiate, or knowingly 
facilitate, induce, or encourage any inquiries or the making of any proposal or offer that constitutes an Alternative Transaction Proposal, or 
(B) subject to Section 7.2(b) , enter into, continue, or otherwise participate in any discussions or negotiations regarding, or furnish to any Person 
any information with respect to, or cooperate in any way that would lead to, any Alternative Transaction Proposal. Without limiting the 
foregoing, any violation of the restrictions set forth in this Section 7.2(a)  by either of the Harleysville Parties or any of their Subsidiaries or their 
respective directors, officers, employees, or Representatives shall be deemed to be a breach of this Section 7.2(a)  by Harleysville Mutual and 
HGI and shall be cause for termination of this Agreement by the Nationwide Parties. 
         (ii)  The Harleysville Parties will, and will cause each of their Subsidiaries and each of the directors, officers, employees, and 
Representatives of the Harleysville Parties and their Subsidiaries to, immediately cease and cause to be terminated any and all existing activities, 
discussions, or negotiations with any Person conducted heretofore with respect to any Alternative Transaction Proposal and will not authorize or 
permit any of their Representatives to engage in any activities, discussions, or negotiations with any Person with respect to any Alternative 
Transaction Proposal. The Harleysville Parties will, and will cause each of their Subsidiaries to, enforce, and, except where the Harleysville Party 
determines, after consultation with its outside legal counsel and its financial advisors, that failure to take such action would reasonably be likely 
to constitute a breach of its fiduciary duties under applicable Law, will not waive any provisions of, any confidentiality or standstill agreement (or 
any similar agreement) to which either of the Harleysville Parties or any of their Subsidiaries is a party relating to any such Alternative 
Transaction Proposal. Harleysville Mutual or HGI, as applicable, will promptly request each Person that has heretofore executed a confidentiality 
agreement in connection with its consideration of any Alternative Transaction Proposal to return or destroy all Confidential Information furnished 
prior to the execution of this Agreement to or for the benefit of such Person by or on behalf of such Harleysville Party or any of its Subsidiaries. 
The Harleysville Parties agree that they will take the necessary steps to promptly inform their directors, officers, employees, and Representatives 
of the obligations undertaken in this Section 7.2 . 
        (b)    Superior Proposal.    Notwithstanding anything to the contrary contained inSection 7.2(a) or elsewhere in this Agreement, in the event 
that HGI receives after the date of this Agreement and prior to obtaining the approval of the stockholders contemplated by Section 8.2  an 
unsolicited, bona fide written Alternative Transaction Proposal which the Board of Directors of HGI reasonably determines (after consultation 
with its outside legal counsel and its financial advisor) to be a Superior Proposal, HGI may then take the following actions: 
          (i)  Furnish any information with respect to HGI, Harleysville Mutual and their Subsidiaries to the Person or group (and their respective 
Representatives) making such Alternative Transaction Proposal;provided,that (A) prior to furnishing any such information, it receives from such 
Person or group an executed confidentiality agreement containing confidentiality terms at least as restrictive as the terms contained in the 
Confidentiality Agreement, dated as of March 21, 2011, among the Parties (the " Confidentiality Agreement "), and (B) contemporaneously with 
furnishing any such information to such Person or group, it furnishes such information to Nationwide Mutual; and 
         (ii)  Engage in discussions or negotiations with such Person or group (and their Representatives) with respect to such Alternative 
Transaction Proposal. 
        Nothing contained herein shall prevent HGI from disclosing to the stockholders of HGI a position contemplated by Rule 14d-9 and 
Rule 14e-2(a) promulgated under the Exchange Act with regard to an Alternative Transaction Proposal if HGI determines, after consultation with 
its outside legal counsel, that failure to disclose such position would be reasonably likely to be inconsistent with applicable Law. 
        (c)    Notification.    In addition to the obligations of the Harleysville Parties set forth inSections 7.2(a),(b), and(d), as promptly as practicable 
(and in any event within one (1) Business Day) after receipt of any Alternative Transaction Proposal, any request for nonpublic information, or 
any inquiry relating in any way to, or that would reasonably be expected to lead to, any Alternative Transaction Proposal, HGI and Harleysville 
Mutual shall provide Nationwide Mutual with written notice of the material terms and conditions of such Alternative Transaction Proposal, 
request, or inquiry, and the identity of the Person or group making any such Alternative Transaction Proposal, request, or inquiry, and a copy of 
all written materials provided to it in connection with such Alternative Transaction Proposal, request, or inquiry. In addition, HGI and 
Harleysville Mutual shall provide Nationwide Mutual as promptly as practicable (and in any event within one (1) Business Day) with all 
information as is reasonably necessary to keep Nationwide Mutual fully informed of all material written communications regarding, and the 
status and changes to the economic or other material terms of, any such Alternative Transaction Proposal, request, or inquiry, and shall provide, 
as promptly as reasonably practicable, to Nationwide Mutual a copy of all material written materials (including material written materials 
provided by email or otherwise in electronic format) provided by or to HGI, its, or any of its Representatives or to Harleysville Mutual in 
connection with such Alternative Transaction Proposal, request, or inquiry. Each of HGI and Harleysville Mutual shall provide Nationwide 
Mutual with three (3) days' prior notice (or such lesser prior notice as is provided to the members of its Board of Directors) of any meeting of its 
Board of Directors at which its Board of Directors is reasonably expected to consider any Alternative Transaction Proposal. 
        (d)    Changes of Recommendation; Termination.    Neither of the Boards of Directors of HGI or Harleysville Mutual nor any committee 
thereof shall, directly, or indirectly, (i) (A) withdraw or qualify (or amend or modify in a manner adverse to Nationwide Mutual) or publicly 
propose to withdraw or qualify (or amend or modify in a manner adverse to Nationwide Mutual), the approval, recommendation, or declaration of 
advisability by such Board of Directors or any committee thereof of this Agreement, the Mergers, or the other Transactions, or (B) recommend, 
adopt, or approve, or propose publicly to recommend, adopt, or approve, any Alternative Transaction Proposal, or (ii) approve or recommend, or 
publicly propose to approve or recommend, or allow HGI or Harleysville Mutual, any of their Subsidiaries, or any of their Affiliates to execute or 
enter into, any letter of intent, memorandum of understanding, agreement in principle, merger agreement, acquisition agreement, option 
agreement, joint venture agreement, partnership agreement, or other similar agreement, arrangement or understanding (A) constituting, or relating 
to, any Alternative Transaction Proposal, or (B) requiring it (or that would require it) to abandon, terminate, or fail to consummate any of the 
Mergers or any other Transaction (any of the foregoing actions being referred to herein as an " Adverse Recommendation Change "). 
Notwithstanding anything to the contrary set forth in this Section 7.2(d) or in any other provision of this Agreement, the Board of Directors of 
HGI may, solely in response to a Superior Proposal, terminate this Agreement pursuant to Section 10.1(h)  and concurrently enter into a definitive 



agreement with respect to such Superior Proposal and make an Adverse Recommendation Change to its stockholders, if, and only if, all of the 
following conditions in clauses (i)  through (vi)  are met: 
          (i)  such Superior Proposal has been made and has not been withdrawn and continues to be a Superior Proposal; 
         (ii)  the approval of this Agreement and the Transactions by the stockholders of HGI has not been obtained; 
        (iii)  HGI has (A) provided to Nationwide Mutual five (5) Business Days' prior written notice that states (1) HGI has received a Superior 
Proposal, (2) the material terms and conditions of the Superior Proposal (including the per share value of the consideration offered therein and the 
identity of the Person or group of Persons making the Superior Proposal) and copies of the relevant proposed transaction agreements with the 
Person or group of Persons making such Superior Proposal and other material documents, including the definitive agreement with respect to such 
Superior Proposal (it being understood and agreed that any amendment to the financial terms or any other material term of such Superior Proposal 
shall require a new notice and a new five (5) Business Day period), and (3) it intends to terminate this Agreement, and the manner in which it 
intends to do so, and (B) prior to terminating this Agreement, to the extent requested by Nationwide Mutual, engaged in good faith negotiations 
with Nationwide Mutual to amend this Agreement in such a manner that the Alternative Transaction Proposal ceases to constitute a Superior 
Proposal; 
        (iv)  the Board of Directors of HGI has determined in good faith after consultation with its outside legal counsel and its financial advisers, 
that, in light of such Superior Proposal and taking into account any revised terms offered by Nationwide Mutual, the failure to terminate this 
Agreement and accept the Superior Proposal would reasonably be likely to constitute a breach of its fiduciary duties under applicable Law; 
         (v)  HGI and Harleysville Mutual shall have complied withSection 7.2(a) and shall not have breached any of the other provisions set forth in 
this Section 7.2  in any material respect; and 
        (vi)  HGI pays all fees and expenses as required pursuant toSection 10.3. 
        Section 7.3     Reasonable Efforts.     Upon the terms and subject to the conditions herein provided, each of the Parties hereto agrees to use 
all reasonable best efforts to promptly take, or cause to be taken, all action to do, or cause to be done, and to assist and cooperate with each of the 
other Parties hereto in doing or causing to be done, all things necessary, proper, or advisable to consummate and make effective, in the most 
expeditious manner practicable, the Transactions, including (i) the actions set forth in Article VIII, (ii) the obtaining of all Governmental 
Approvals, and all other necessary actions or nonactions, waivers, consents, and approvals from all appropriate Governmental Entities and other 
Persons and the making of all necessary registrations and filings, (iii) the resolution of all organizational and human resources issues relating to 
the Transactions, (iv) the obtaining or making of all Consents or Filings, Environmental Permits, or Licenses necessary or desirable to ensure that 
the Business of the Surviving Company and the Surviving Subsidiary may be conducted without disruption consistent with the past practice of 
each of the Parties, (v) the defending of any Proceedings challenging this Agreement or the consummation of the Transactions, the defense of 
which shall, at the request of any of the Parties, be conducted jointly by the Nationwide Parties and the Harleysville Parties on a basis that is 
reasonably satisfactory to each Party, (vi) the delisting of the shares of common stock of HGI from NASDAQ and terminating its registration 
under the Exchange Act; provided that such delisting and termination shall not be effective until after the Effective Time of the Subsidiary 
Merger, (vii) subject to applicable Law, the developing of a joint plan with respect to the retention of the Harleysville Parties', and their respective 
Subsidiaries', customers, policyholders, Producers and employees, (viii) the amendment, modification, or termination of any reinsurance, pooling, 
cost or Tax allocation, services, management or other Contracts between the Harleysville Parties and/or their respective Subsidiaries and 
Affiliates effective as of the Effective Time, (ix) the response to inquiries of, and presentations to, rating agencies, and (x) developing integration 
plans; and each of the Parties hereto further agrees to refrain from taking any action that would be reasonably likely to cause the Core 
Governmental Approvals or the Transactions to be substantially conditioned or delayed. Nothing set forth in this Section 7.3  shall limit or affect 
actions permitted to be taken pursuant to Section 7.2 . 
        Section 7.4     Access and Information.      
        (a)   Subject to the terms ofSection 7.4(b), each of the Harleysville Parties shall, and shall cause each of its Subsidiaries to, (i) afford to 
Nationwide Mutual and its Representatives reasonable access during normal business hours for the period commencing on the date of this 
Agreement and continuing until immediately prior to the Effective Time to all of its and its Subsidiaries' offices, Assets, books and records, Tax 
Returns, Contracts, Intellectual Property, and Representatives, and (ii) during such period, each of the Harleysville Parties shall, and shall cause 
each of its Subsidiaries to, furnish promptly to Nationwide Mutual all such data and other information concerning its Business, Assets and 
personnel or those of any of its Affiliates as Nationwide Mutual may reasonably request. 
        (b)   Unless otherwise agreed in writing by the Parties, each of the Parties agrees (i) except as required by Law, to keep all Confidential 
Information confidential and not to disclose or reveal any Confidential Information to any Person other than those Persons employed by it or on 
its behalf who are actively and directly participating in the planning, negotiation, and implementation of the Transactions or who otherwise need 
to know the Confidential Information and to cause those persons to observe the terms of this Section 7.4(b) , and (ii) not to use the Confidential 
Information for any purpose other than in connection with the planning, negotiation, and implementation of the Transactions. In the event of the 
termination of this Agreement for any reason, each of the Parties agrees to return, and cause its Representatives to return, to each of the other 
Parties all copies of written Confidential Information relating to another Party and to destroy all memoranda, notes, and other writings prepared 
based upon or including Confidential Information supplied by another Party, and none of the Parties shall use Confidential Information supplied 
by any of the other Parties for any purpose. 
        (c)   No investigation or examination pursuant toSection 7.4(a) shall affect any representation or warranty given by any of the Harleysville 
Parties in this Agreement or any condition to the obligations of any of the Nationwide Parties. 
        Section 7.5     Notice of Proceedings.     Each of the Parties shall promptly notify the others of, and provide to the others all information 
relating to, any Proceedings or investigations commenced or, to the best of its Knowledge, threatened that relate to the execution of this 
Agreement or the consummation of the Transactions. 
        Section 7.6     Notification of Certain Other Matters.     Each of the Parties shall provide prompt written notice to the others of any of the 
following events should any such events occur subsequent to the date of this Agreement: 
        (a)   the receipt or delivery of any written notice from any Person alleging that the consent of such Person is or may be required in 
connection with the execution of this Agreement or the consummation of the Transactions; 
        (b)   the breach, in any material respect, of any of its covenants, representations or warranties contained in this Agreement, which such 
written notice shall include a detailed description of such breach, the date that the breach first occurred, and the date that such breach was 
discovered by such Party; and 
        (c)   the receipt by such Party of any written notice from or to any Governmental Entity in connection with this Agreement or the 
Transactions. 
        In furtherance of the foregoing, to the fullest extent permitted under applicable Law, each Party shall make available to the others with 
copies (or, to the extent written materials are not involved, oral notice) of proposed notices, applications, or any other communications to any 



Governmental Entity or rating agency in connection with this Agreement or the Transactions, including in respect of the Governmental 
Approvals, in each case at least three (3) Business Days prior to dispatch of written materials (or, to the extent written materials are not involved, 
prior to initiation) and none of the Parties will dispatch (or, to the extent written materials are not involved, initiate) such notice, application, or 
communication without the prior consent of the other Parties, which consent shall not be unreasonably withheld or delayed. 
        Section 7.7     Indemnification.      
        (a)   Each of the Nationwide Parties agrees that all rights to indemnification now existing in favor of any of the current or former employees, 
directors, agents, or officers of the Harleysville Parties or any of the Harleysville Mutual Subsidiaries or the Subsidiaries of HGI (the " 
Indemnitees "), with respect to any Losses (including Losses arising out of any litigation or threatened litigation) based on, arising, in whole or in 
part, out of, or otherwise in respect of, any action which is taken, or matter existing or, occurring on or prior to the Effective Time, as provided in 
the Harleysville Parties' certificate of incorporation or bylaws or any indemnification agreements by and between any of the Indemnitees and the 
Harleysville Parties or otherwise existing to the fullest extent under Law on the date of this Agreement shall survive the Mergers. 
        (b)   Nationwide Mutual shall purchase "tail" directors' and officers' liability insurance coverage for a period of six (6) years after the 
Effective Time, covering those persons who are currently covered by the Harleysville Parties' directors' and officers' liability insurance, policy on 
terms (including the amounts of coverage and the amounts of deductibles, if any) that are comparable to the terms now applicable to directors and 
officers of Nationwide Mutual, or, if more favorable to the Harleysville Parties' directors and officers, the terms now applicable to them under the 
Harleysville Parties' current policies; provided , however , that in no event shall Nationwide Mutual be required to expend in excess of the greater 
of 300% of the annual premium currently paid by the Harleysville Parties for such coverage, as set forth in Section 7.7(b) of the Harleysville 
Mutual Disclosure Schedule, and the annual premium paid by Nationwide Mutual for its current directors' and officers' liability insurance 
coverage (the " Maximum Premium "); and provided further , that if the premium for such coverage exceeds the Maximum Premium, Nationwide 
Mutual shall purchase a policy with the greatest coverage available for the Maximum Premium. 
        (c)   In the event that Nationwide Mutual or any of its successors or assigns (i) consolidates with or merges into any other Person and is not 
the continuing or surviving corporation or entity of such consolidation or merger, or (ii) transfers or conveys all or substantially all of its Assets to 
any Person, then, and in each such case, proper provision shall be made so that the successors and assigns of Nationwide Mutual assume the 
obligations set forth in this Section 7.7 . 
        (d)   The provisions of thisSection 7.7 shall survive the consummation of the Mergers at the Effective Time and are intended to be for the 
benefit of, and shall be enforceable by, each Indemnitee, his or her heirs and his or her representatives and are in addition to, and not in 
substitution for, any other rights to indemnification or contribution that any such Person may have under the articles of incorporation or bylaws of 
each of the Surviving Company or the Surviving Subsidiary or any of its Subsidiaries, under any Contract, under applicable Law or otherwise. 
        Section 7.8     HSR Act.     The Parties shall take all actions necessary to file as soon as practicable (but in no event more than thirty 
(30) days) after the date of this Agreement, all notifications, filings, and other documents required under the HSR Act, and to respond as soon as 
practicable to any inquiries received from the FTC, the Antitrust Division, and any other Governmental Entity for additional information or 
documentation, and to respond as soon as practicable to all inquiries and requests received from any State Attorney General or other 
Governmental Entity in connection therewith. 
        Section 7.9     Tax Treatment.     The Parties intend the Parent Merger to qualify as a reorganization under Section 368(a) of the Code; each 
Party and its Affiliates shall use its reasonable best efforts to cause the Parent Merger to so qualify. Each of the Parties agrees that neither it nor 
any of its Affiliates shall take any action, including any transfer or other disposition of Assets or any interest in the Harleysville Parties after the 
Closing, that would cause the Parent Merger not to qualify as a reorganization under Section 368(a) of the Code. The Nationwide Parties shall 
report the Parent Merger for income Tax purposes as a reorganization within the meaning of Section 368(a) of the Code and any comparable state 
or local Tax statute. The Parties intend that the Subsidiary Merger qualify as a sale to Nationwide Mutual of the issued and outstanding shares of 
common stock of HGI that are not owned by Harleysville Mutual. Each of the Parties agrees that neither it nor any of its Affiliates shall take any 
action that would cause the Subsidiary Merger to be treated other than as a sale to Nationwide Mutual of the issued and outstanding shares of 
common stock of HGI that are not owned by Harleysville Mutual. 
        Section 7.10     Post Closing Commitments.     During the two-year period following the Closing Date, Nationwide Mutual agrees, to the 
extent permitted by applicable Law, that (i) it will not, and will cause its Subsidiaries and Affiliates not to, make major operational changes in 
Harleysville East to the core business functions of the property and casualty business of the Harleysville Parties set forth in Section 7.10(i)  of the 
Nationwide Mutual Disclosure Schedule; (ii) in Harleysville East it will continue to utilize the Harleysville brand with respect to the lines of 
property and casualty insurance and insurance products, either independently or in conjunction with one or more brands of Nationwide Mutual or 
one of its Affiliates, as more particularly described in Section 7.10(ii)  of the Nationwide Mutual Disclosure Schedule, (iii) it will substantially 
maintain or exceed the overall number of employees, as of the date hereof, at HGI's headquarters located in Harleysville, Pennsylvania and will 
not cause a reduction in force to occur at the Worcester, Massachusetts, location; (iv) it will substantially maintain or improve the philanthropic 
and charitable contributions and activities described in Section 7.10(iv)  of the Harleysville Mutual Disclosure Schedule consistent with the 
historical practices of Harleysville Mutual and HGI since September 30, 2010; and (v) it will (a) migrate each employee of HGI (a " Continuing 
Employee ") to the Benefit Plans of Nationwide Mutual or its Affiliates no later than January 1, 2013, or at such earlier time as determined by 
Nationwide Mutual or one of its Affiliates in its sole discretion; (b) give each Continuing Employee credit under the Benefit Plans of the 
Nationwide Parties or its Affiliates towards applicable deductibles, co-payments and annual out-of-pocket limits for expenses incurred under the 
Benefit Plans of HGI or any Subsidiary of HGI during the plan year in which the Closing Date occurs; (c) cause any pre-existing conditions or 
limitations, evidence of insurability, exclusions and waiting periods with respect to participation and coverage requirements under any of the 
Benefit Plans of the Nationwide Parties or its Affiliates to be waived with respect to Continuing Employees and their eligible dependents to the 
same extent such limitations are waived under any comparable plan of HGI; and (d) give each Continuing Employee service credit based upon 
such Continuing Employee's service credit with HGI, Subsidiaries of HGI, Harleysville Mutual, and Harleysville Mutual Subsidiaries for 
purposes of eligibility to participate and vesting credit under each applicable Benefit Plan of the Nationwide Parties or its Affiliates (but, for 
avoidance of doubt, excluding benefit accrual under any defined benefit pension plan, cash-balance plan, or retiree medical) and entitlement to 
benefits under each severance or vacation plan of the Nationwide Parties or its Affiliates, in each case, as if such service had been performed with 
the Nationwide Parties or its Affiliates. Without limiting the generality of Section 11.7 , this Section 7.10  shall be binding upon and inure solely 
to the benefit of each of the Parties to this Agreement, and nothing in it, expressed or implied, is intended to confer upon any other Person any 
rights or remedies of any nature whatsoever and, specifically but without limiting the generality of the foregoing, nothing in it will create any 
third party beneficiary rights in any current or former employee, director or individual independent contractor of the Harleysville Parties or any of 
their Subsidiaries in respect of continued employment (or resumed employment) or service or any other matter. 
        Section 7.11     Payment of 2011 Incentive Compensation.     Unless previously paid by any of the Harleysville Parties or their Affiliates, not 
later than sixty (60) days after the Closing Date, Nationwide Mutual will make, or cause to be made, incentive compensation payments, to each 



employee eligible therefor and who is an employee on the date such payment is made, in an amount equal to the difference between (i) the 2011 
target incentive compensation for such employee as set forth in HGI's Senior Executive Compensation Plan and any other HGI incentive 
compensation plan set forth in Section 5.18  of the HGI Disclosure Schedule, which target compensation does not exceed, in the aggregate, 
$11,750,000, and (ii) the amount of incentive compensation previously paid to such employee with respect to 2011 by any of the Harleysville 
Parties or their Affiliates pursuant to any such plan. Notwithstanding the foregoing, if an eligible employee is an employee of HGI on the Closing 
Date but is terminated without cause by Nationwide Mutual or any of its Affiliates (including, for this purpose, HGI) after the Closing Date but 
before this Section 7.11  payment date, such eligible employee shall receive the payment contemplated by this Section 7.11  on the earlier of the 
payment date or such termination date. 
        Section 7.12     Retention of Executive Officers.     Between the date hereof and the Closing, Nationwide Mutual will offer retention bonus 
arrangements to the executive officers of HGI listed in, and on principal terms consistent with, Section 7.12  of the Nationwide Mutual Disclosure 
Schedule. 
        Section 7.13     Agreement to Defend; Stockholder and Policyholder Litigation.     In the event any claim or Proceeding by any 
Governmental Entity or other Person is commenced that questions the validity or legality of the Transactions or seeks damages in connection 
therewith, the Parties agree to cooperate and use their reasonable best efforts to defend against and respond thereto. The Harleysville Parties shall 
give Nationwide Mutual reasonable opportunity to participate in the defense or settlement of any policyholder or stockholder litigation against 
either of the Harleysville Parties or their Subsidiaries and their respective directors relating to any Transaction; provided, that no such settlement 
shall be agreed to without Nationwide Mutual's written consent, which shall not be unreasonably withheld, conditioned or delayed. 

ARTICLE VIII 
 MEMBER AND STOCKHOLDER APPROVAL 

        Section 8.1    Member Approvals.     
        (a)   Each of Nationwide Mutual and Harleysville Mutual shall take all actions necessary in accordance with applicable Law and its Articles 
of Incorporation and Bylaws or Code of Regulations, as the case may be, to convene a meeting of its Members as soon as practicable to consider 
and vote upon this Agreement and the Transactions, taken as a whole. Nationwide Mutual and Harleysville Mutual shall jointly determine a 
mutually satisfactory means of satisfying the notice, meeting, and other Member approval requirements of applicable Law. Each of the Boards of 
Directors of Nationwide Mutual and Harleysville Mutual shall recommend that the Members of its respective company vote in favor of this 
Agreement and the Transactions and each of Nationwide Mutual and Harleysville Mutual shall use its reasonable best efforts to solicit proxies or 
ballots, as the case may be, from its Members in favor of this Agreement and the Transactions and shall take all other actions reasonably 
necessary or advisable to secure the votes of its Members which are required in order to approve this Agreement and the Transactions. The Board 
of Directors of Harleysville Mutual shall not withdraw, modify, or change its recommendation that its Members vote in favor of this Agreement 
and the Transactions. The Board of Directors of Nationwide Mutual shall not withdraw, modify, or change its recommendation that its Members 
vote in favor of this Agreement and the Transactions. 
        (b)   As soon as practicable after the date of this Agreement, Nationwide Mutual and Harleysville Mutual shall each prepare, and each of 
Nationwide Mutual and Harleysville Mutual shall use its reasonable best efforts to have the Ohio Superintendent and the Pennsylvania 
Commissioner approve, their respective notices of meetings (the " Meeting Notices ") setting forth the time, place and purpose of the Members' 
meetings called for the purpose of approving the Parent Merger, which Meeting Notices shall include a copy of this Agreement and a summary 
thereof, if required. Promptly after receipt of approval by the Ohio Superintendent and the Pennsylvania Commissioner of the applicable Meeting 
Notice, (i) Nationwide Mutual shall comply with the provisions of Section 3941.37 of the Ohio Insurance Law, (ii) Harleysville Mutual shall 
comply with the provisions of Sections 1923 and 1924 of the Pennsylvania BCL, and (iii) both Parties shall promptly comply with all other 
applicable Laws with respect to the publication or mailing to their respective Members of the applicable Meeting Notice. 
        (c)   As soon as practicable after the date of this Agreement, Harleysville Mutual shall prepare a proxy or information statement (together 
with all amendments, schedules, and exhibits thereto, the " Harleysville Mutual Policyholder Information Statement ") relating to the solicitation 
of its Members' approval of the Parent Merger. Harleysville Mutual shall give the Nationwide Parties and their Representatives the opportunity to 
review and comment upon the Harleysville Mutual Policyholder Information Statement prior to its being mailed or otherwise made available to 
the Members of Harleysville Mutual. Harleysville Mutual, after consultation with the Nationwide Parties and their Representatives, shall use its 
reasonable best efforts to respond promptly to any comments made by any Governmental Entity with respect to the Harleysville Mutual 
Policyholder Information Statement and to cause the Harleysville Mutual Policyholder Information Statement to be mailed or otherwise made 
available to its Members as required by Law or any Governmental Entity. 
        (d)   As soon as practicable after the date of this Agreement, Nationwide Mutual shall prepare a proxy or information statement (together 
with all amendments, schedules, and exhibits thereto, the " Nationwide Mutual Policyholder Information Statement ") relating to the solicitation 
of its Members' approval of the Parent Merger. Nationwide Mutual shall give Harleysville Mutual and its Representatives the opportunity to 
review and comment upon the Nationwide Mutual Policyholder Information Statement prior to its being mailed or otherwise made available to 
the Members of Nationwide Mutual. Nationwide Mutual, after consultation with Harleysville Mutual and its Representatives, shall use its 
reasonable best efforts to respond promptly to any comments made by any Governmental Entity with respect to the Nationwide Mutual 
Policyholder Information Statement and to cause the Nationwide Mutual Policyholder Information Statement to be mailed or otherwise made 
available to its Members as required by Law or any Governmental Entity. The Harleysville Mutual Policyholder Information Statement and the 
Nationwide Mutual Policyholder Information Statement are collectively referred to herein as the " Information Statements ". 
        (e)   Each of Nationwide Mutual and Harleysville Mutual shall furnish all information concerning it as is required to be included in the 
Meeting Notices and the Information Statements. Each of Harleysville Mutual and Nationwide Mutual agrees that the written information 
provided by it specifically for inclusion in any Meeting Notice or the Information Statements will not, at the time such Meeting Notice and/or the 
Information Statements are published, mailed, or otherwise made available to the Members of each of Harleysville Mutual and Nationwide 
Mutual and on the date of the meeting relating thereto, contain an untrue statement of a material fact or omit to state a material fact required to be 
stated therein or necessary to make the statements therein, in light of the circumstances under which they were made, not misleading. 
        Section 8.2     Stockholder Meeting and Approval.      
        (a)   HGI, acting through its Board of Directors, shall, in accordance with applicable Law: 
          (i)  Duly call, give notice of, convene, and hold a special meeting of its stockholders as soon as practicable following the execution of this 
Agreement for the purpose of considering and taking action upon this Agreement and the Transactions; 
         (ii)  Together with the Nationwide Parties and their Representatives, prepare and file with the SEC a preliminary proxy statement relating to 
this Agreement and the Transactions, and use its reasonable best efforts to (A) obtain and furnish the information required to be included by the 
SEC in a definitive proxy statement (such proxy statement together with, as the context dictates, any ancillary documents to be sent to such 
stockholders of HGI, each as supplemented or amended, being referred to herein as the " Proxy Statement ") and, after consultation with the 



Nationwide Parties and their Representatives, respond promptly to any comments made by the SEC with respect to the preliminary proxy 
statement and cause the Proxy Statement to be mailed and otherwise made available to its stockholders; (B) obtain the necessary approval of this 
Agreement and the Transactions by its stockholders; and (C) include in the Proxy Statement the recommendation of the Board of Directors of 
HGI that the stockholders of HGI vote in favor of the approval of this Agreement and the Transactions and the written opinion of Keefe, 
Bruyette & Woods, Inc. that, as of the date of this Agreement, the Merger Consideration is fair, from a financial point of view, to the stockholders 
of HGI (other than Harleysville Mutual). 
        (b)   The Nationwide Parties shall furnish all information about themselves, their Business, operations, and their owners and all financial 
information to HGI as may be reasonably necessary in connection with the preparation of the Proxy Statement. HGI shall give the Nationwide 
Parties and their Representatives the opportunity to review and comment upon, prior to their being filed with, or sent to the SEC, (i) the Proxy 
Statement, (ii) all amendments and supplements to the Proxy Statement, and (iii) all responses to requests for additional information and replies 
to comments. Each of HGI, on the one hand, and the Nationwide Parties, on the other hand, agree to correct promptly any information provided 
by it for use in the Proxy Statement if and to the extent that such information shall have become false or misleading in any material respect, and 
HGI further agrees to take all necessary steps to cause the Proxy Statement as so corrected to be filed with the SEC and to be disseminated to the 
stockholders of HGI, in each case, to the extent required by applicable Laws. HGI shall notify the Nationwide Parties of the receipt of any 
comments of the SEC with respect to the preliminary Proxy Statement. 
        (c)   None of the information supplied by HGI specifically for inclusion or incorporation by reference in (i) the Proxy Statement, or (ii) other 
filings under the Exchange Act, the HSR Act, or other applicable federal, state, or local Laws, will, at the respective times filed with the SEC or 
other Governmental Entity and, in addition, in the case of the Proxy Statement, as of the date it or any amendment or supplement thereto is 
mailed to stockholders of HGI and at the time of any meeting of stockholders of HGI to be held in connection with the Subsidiary Merger, 
contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to make the 
statements therein, in light of the circumstances under which they are made, not misleading. The Proxy Statement, insofar as it relates to HGI or 
other information supplied by HGI for inclusion therein, will comply as to form in all material respects with the requirements of the Exchange 
Act and the rules and regulations promulgated thereunder. HGI makes no representation, warranty, or covenant with respect to information 
concerning the Nationwide Parties or their Affiliates included in the Proxy Statement or information supplied by the Nationwide Parties or their 
Affiliates for inclusion in the Proxy Statement. 
        (d)   None of the information supplied by the Nationwide Parties or their Affiliates specifically for inclusion or incorporation by reference in 
(i) the Proxy Statement, or (ii) other filings under the Exchange Act, the HSR Act, or other applicable federal, state, or local Laws, will, at the 
respective times filed with the SEC or other Governmental Entity and, in addition, in the case of the Proxy Statement, as of the date it or any 
amendment or supplement thereto is mailed to stockholders of HGI and at the time of any meeting of stockholders of HGI to be held in 
connection with the Subsidiary Merger, contain any untrue statement of a material fact or omit to state any material fact required to be stated 
therein or necessary in order to make the statements therein, in light of the circumstances under which they are made, not misleading. The Proxy 
Statement, insofar as it relates to the Nationwide Parties or their Affiliates or other information supplied by the Nationwide Parties or their 
Affiliates for inclusion therein, will comply as to form in all material respects with the requirements of the Exchange Act and the rules and 
regulations promulgated thereunder. The Nationwide Parties make no representations, warranties, or covenants with respect to information 
concerning HGI included in the Proxy Statement or information supplied by HGI for inclusion in the Proxy Statement. 

ARTICLE IX 
 CONDITIONS 

        Section 9.1    Conditions to Each Party's Obligation to Effect the Mergers.    The respective obligations of each Party to effect the Mergers 
shall be subject to the fulfillment at or prior to the Closing Date of the following conditions: 
        (a)   this Agreement and the Parent Merger shall have been approved and adopted by the requisite votes of the respective Members of 
Nationwide Mutual and Harleysville Mutual at a special meeting of the Members of Nationwide Mutual and Harleysville Mutual, respectively, 
called for such purpose; 
        (b)   this Agreement and the Subsidiary Merger shall have been approved and adopted by the requisite vote of the stockholders of HGI at a 
special meeting of the stockholders of HGI called for such purpose; 
        (c)   the waiting period applicable to the consummation of the Mergers under the HSR Act shall have expired or been earlier terminated and, 
other than the filings provided for in clauses (i) and (ii)  of Section 2.5(a)  and in Section 2.5(b) , all Governmental Approvals and other Consents 
or Filings which are required to be obtained prior to the Effective Time (other than those Governmental Approvals for which the failure to obtain 
would not be reasonably likely to have a Material Adverse Effect on the Surviving Company and its Subsidiaries taken as a whole) shall have 
been obtained and not rescinded or adversely modified or limited or, if merely required to be filed, such filings shall have been made and 
accepted, and all waiting periods prescribed by applicable Law shall have expired or been terminated in accordance with applicable Law; 
provided  that no such Governmental Approval or other Consent or Filing shall contain any conditions or limitations that impose or seek to 
impose any limitation on the ability of the Surviving Company and its Subsidiaries or the Surviving Subsidiary and its Subsidiaries, in each case 
taken as a whole, to conduct its Business or own its Assets after the Effective Time in substantially the same manner as the Parties and their 
respective Subsidiaries presently conduct their Business or own their Assets and which conditions and limitations would have a Material Adverse 
Effect on the Surviving Company and its Subsidiaries or the Surviving Subsidiary and its Subsidiaries, in each case taken as a whole; 
        (d)   no Order entered or Law promulgated or enacted by any Governmental Entity shall be in effect which would prevent the consummation 
of the Mergers, and no Proceeding brought by a Governmental Entity shall have been commenced and be pending which seeks to restrain, enjoin, 
prevent, or materially delay or restructure the Mergers; and 
        (e)   Nationwide Surplus is greater than $11,100,000,000. 
        Section 9.2     Conditions to Obligation of Harleysville Parties to Effect the Mergers.     The obligations of the Harleysville Parties to effect 
the Mergers shall be subject to the fulfillment at or prior to the Closing Date of the following conditions, any one or more of which may be 
waived by each of the Harleysville Parties, but only to the extent permitted by Law and subject to Section 11.3 : 
        (a)   The representations and warranties of the applicable Nationwide Parties contained in the first sentence ofSection 6.1(a), and 
Sections 6.1(b)(i)  and (ii) , 6.1(e)(i) , and 6.2(a)  and (b)  (collectively, the " Nationwide Parties' Specific Representations ") shall be true and 
correct in all respects on the date of this Agreement and on and as of the Closing Date as though made on the Closing Date. The representations 
and warranties of each of the Nationwide Parties contained in this Agreement, except the Nationwide Parties' Specific Representations, that are 
qualified by materiality or reference to "Material Adverse Effect" shall be true and correct in all respects on the date of this Agreement and on 
and as of the Closing Date as though made on the Closing Date, and those, except the Nationwide Parties' Specific Representations, that are not 
so qualified shall be true and correct in all material respects, on the date of this Agreement and on and as of the Closing Date as though made on 



the Closing Date (other than those representations and warranties that expressly address matters only as of a particular date or only with respect to 
a specific period of time which need only be true and correct as of such date or with respect to such period); 
        (b)   Each of the Nationwide Parties shall have performed and complied in all material respects with all obligations, covenants and 
agreements required to be performed and complied with by it under this Agreement at or prior to the Closing Date; 
        (c)   The Harleysville Parties shall have received a certificate of an executive officer of each of the Nationwide Parties as to the satisfaction 
of the conditions set forth in Sections 9.2(a)  and (b) ; and 
        (d)   Notwithstanding any disclosure thereof pursuant to the provisions of this Agreement, between the date of this Agreement and the 
Effective Time, no Material Adverse Effect has occurred with respect to Nationwide Mutual, Merger Sub, and their Subsidiaries, taken as a 
whole, and no material adverse change has occurred with respect to Nationwide Mutual. 
        Section 9.3     Conditions to Obligation of Nationwide Parties to Effect the Mergers.     The obligations of the Nationwide Parties to effect 
the Mergers shall be subject to the fulfillment at or prior to the Closing Date of the following conditions, any one or more of which may be 
waived by each of the Nationwide Parties, but only to the extent permitted by Law and subject to Section 11.3 : 
        (a)   The representations and warranties of the applicable Harleysville Parties contained inSections 4.1,4.2,4.3,5.1,5.2,5.3, and5.26 
(collectively, the " Harleysville Parties' Specific Representations ") shall be true and correct in all respects on the date of this Agreement and on 
and as of the Closing Date as though made on the Closing Date other than de minimis inaccuracies contained in Section 4.2  or Section 5.2 . The 
representations and warranties of each of the Harleysville Parties contained in this Agreement, except for the Harleysville Parties' Specific 
Representations, that are qualified by materiality or reference to "Material Adverse Effect" shall be true and correct in all respects on the date of 
this Agreement and on and as of the Closing Date as though made on the Closing Date, and those, except for the Harleysville Parties' Specific 
Representations, that are not so qualified shall be true and correct in all material respects on the date of this Agreement and on and as of the 
Closing Date as though made on the Closing Date (other than those representations and warranties that expressly address matters only as of a 
particular date or only with respect to a specific period of time which need only be true and correct as of such date or with respect to such period); 
        (b)   Each of the Harleysville Parties shall have performed and complied in all material respects with all obligations, covenants, and 
agreements required to be performed and complied with by them under this Agreement at or prior to the Closing Date; 
        (c)   The Nationwide Parties shall have received a certificate of an executive officer of each of the Harleysville Parties as to the satisfaction 
of the conditions set forth in Sections 9.3(a)  and (b) ; 
        (d)   Notwithstanding any disclosure thereof pursuant to the provisions of this Agreement, between the date of this Agreement and the 
Effective Time, no Material Adverse Effect has occurred with respect to Harleysville Mutual, HGI, or their Subsidiaries, taken as a whole, and no 
Harleysville Material Adverse Change has occurred; 
        (e)   Michael Browne shall have entered into a retention bonus agreement with Nationwide Mutual on terms no less favorable than those set 
forth in Section 7.12  of the Nationwide Mutual Disclosure Schedule; 
        (f)    Harleysville Consolidated Surplus is greater than $900,000,000; and 
        (g)   Harleysville Consolidated Surplus less Harleysville Decrease In Statutory Net Unrealized Losses is greater than $1,000,000,000. For 
the avoidance of doubt, the resulting calculation must be equal to or greater than Harleysville Consolidated Surplus. 
        Section 9.4     Frustration of Closing Conditions.     Harleysville Mutual, HGI, Nationwide Mutual, and Merger Sub may not rely on the 
failure of any condition set forth in Sections 9.1 , 9.2 , and 9.3 , as the case may be, to be satisfied if such failure was caused by such Party's 
failure to use its reasonable best efforts to consummate the Mergers and the other Transactions. 

ARTICLE X 
 TERMINATION 

        Section 10.1    Termination.    This Agreement may be terminated and the Mergers abandoned at any time prior to the Effective Time: 
        (a)   by the mutual written agreement of the Parties hereto duly authorized by action taken by or on behalf of their respective Boards of 
Directors; or 
        (b)   by any of the Harleysville Parties or the Nationwide Parties if the Mergers shall not have occurred on or before the date that is one year 
following the date hereof (the " Outside Date "); provided that the Outside Date may be extended for a period not to exceed one hundred eighty 
(180) days by any of the Nationwide Parties by written notice to the Harleysville Parties if the Mergers shall not have been consummated as a 
result of the condition set forth in Section 9.1(c)  failing to have been satisfied, but (i) the extending Party reasonably believes that the relevant 
approvals will be obtained during such extension period and (ii) each of the other conditions to the consummation of the Mergers set forth in 
Article IX has been satisfied or waived or remains reasonably capable of satisfaction; provided, further, that the Outside Date shall, without any 
action on the part of any of the Parties, be extended day-by-day for each day during which any Party shall at any time after the date of this 
Agreement be subject to a non-final or appealable Order that has the effect of making either of the Mergers or the acquisition of shares of 
common stock of HGI by Merger Sub or any Affiliate thereof illegal or otherwise preventing or prohibiting the consummation of the 
Transactions; provided, further, that the right to terminate this Agreement pursuant to this clause (b)  shall not be available to the Party seeking to 
terminate this Agreement if such Party's breach of this Agreement has been the cause of the failure of the Effective Time to occur; or 
        (c)   by any of the Harleysville Parties or the Nationwide Parties if the number of votes in favor of this Agreement cast by the Members of 
Nationwide Mutual required for the consummation of the Parent Merger shall not have been obtained at the meeting of its Members or at any 
adjournment thereof duly held for such purpose; or 
        (d)   by any of the Harleysville Parties or the Nationwide Parties if the number of votes in favor of this Agreement cast by the Members of 
Harleysville Mutual required for the consummation of the Parent Merger shall not have been obtained at the meeting of its Members or at any 
adjournment thereof duly held for such purpose; or 
        (e)   by any of the Harleysville Parties or the Nationwide Parties if the number of votes in favor of this Agreement cast by the stockholders 
of HGI required for the consummation of the Subsidiary Merger shall not have been obtained at the meeting of the stockholders of HGI or at any 
adjournment thereof duly held for such purpose; or 
        (f)    by either Harleysville Party if either Nationwide Party (i) breaches or fails in any material respect to perform or comply with any of its 
material covenants and agreements contained herein, or (ii) breaches its representations and warranties in any material respect and such breach 
would have, or is reasonably likely to have, a Material Adverse Effect, in each case such that the conditions set forth in Section 9.1  or Section 9.2  
would not be satisfied; provided , however , that if any such breach is curable by the Outside Date (as may be extended hereunder) by the 
Nationwide Parties through the exercise of their reasonable best efforts and for so long as the Nationwide Parties shall be so using their 
reasonable best efforts to cure such breach, the Harleysville Parties may not terminate this Agreement pursuant to this Section 10.1(f) ; or 
        (g)   by either Nationwide Party if either Harleysville Party (i) breaches or fails in any material respect to perform or comply with any of its 
material covenants and agreements contained herein, or (ii) breaches its representations and warranties in any material respect and such breach 
would have, or is reasonably likely to have, a Material Adverse Effect on the Harleysville Parties and their Subsidiaries taken as a whole, in each 



case such that the conditions set forth in Section 9.1  or Section 9.3  would not be satisfied; provided , however , that if any such breach is curable 
by the Outside Date (as may be extended hereunder) by the Harleysville Parties through the exercise of their reasonable best efforts and for so 
long as the Harleysville Parties shall be so using their reasonable best efforts to cure such breach, the Nationwide Parties may not terminate this 
Agreement pursuant to this Section 10.1(g) ; or 
        (h)   by the Board of Directors of HGI if all of the conditions set forth inSection 7.2(d)(i) through(vi) have been met; 
        (i)    by either Nationwide Party upon the occurrence of (i) a Harleysville Material Adverse Change or (ii) a Material Adverse Effect with 
respect to the Harleysville Parties taken as a whole; or 
        (j)    by either Nationwide Party upon a knowing and intentional breach, in any material respect, ofSection 7.2(a)(i) by either of the 
Harleysville Parties. 
        Section 10.2     Effect of Termination.      
        In the event of the termination of this Agreement by any Party as provided inSection 10.1, written notice thereof shall forthwith be given to 
the other Parties specifying the provision hereof pursuant to which such termination is made, this Agreement shall thereafter become void and, 
subject to Section 10.3 , there shall be no Liability on the part of any Party hereto against any other Party hereto, or on the part of their directors, 
officers, employees, policyholders, stockholders, or agents (or those of any of their Subsidiaries or Affiliates), except that (a) any such 
termination shall be without prejudice to the rights of any Party hereto (or any of its Subsidiaries or Affiliates) arising out of the willful and 
material breach by any other Party of any covenant or agreement contained in this Agreement, (b) the obligations pursuant to thisSection 10.2, 
Section 10.3 , Section 7.6(b) , and Article XI, and (c) the Confidentiality Agreement shall survive termination. 
        Section 10.3     Payments.      
        (a)    Termination Fee and Expense Reimbursement.    In the event that: 
          (i)  the Board of Directors of HGI terminates this Agreement pursuant toSection 10.1(h); 
         (ii)  (A) this Agreement is terminated pursuant toSection 10.1(b),(d),(e), or(g), as applicable, (B) prior to such termination, an Alternative 
Transaction Proposal has been publicly announced, and (C) within twelve (12) months of such termination, HGI enters into a definitive 
agreement with any third party to consummate, or consummates, an Alternative Transaction; or 
        (iii)  this Agreement is terminated pursuant toSection 10.1(j), 
        then HGI shall pay Nationwide Mutual a one-time fee equal to $29,588,535 (the"Termination Fee") and shall reimburse Nationwide Mutual 
for its Expenses in accordance with Section 10.3(c) . Any Termination Fee and Expenses due under this Section 10.3(a)  shall be paid by wire 
transfer of same-day funds to an account provided in writing by Nationwide Mutual to HGI (A) in the case of termination pursuant to clause (i)  
above, on the date of termination of this Agreement, or (B) in the case of termination pursuant to clause (ii)  above, within two (2) Business Days 
of the date of the first to occur of (x) the execution of a definitive agreement relating to an Alternative Transaction Proposal, and (y) the 
consummation of a transaction relating to an Alternative Transaction. 
        (b)    Interest and Costs; Other Remedies.    Each of the Parties acknowledges that the agreements contained in thisSection 10.3 are an 
integral part of the Transactions and that, without these agreements, none of the Parties would have entered into this Agreement. Accordingly, in 
the event that HGI shall fail to pay the Termination Fee and Expenses when due, and in order to obtain such payment, Nationwide Mutual 
commences a suit which results in a judgment against HGI for such fee, then HGI shall pay to Nationwide Mutual its costs and expenses 
(including reasonable attorneys' fees and expenses of enforcement) in connection with such suit, together with interest on the amounts owed at the 
prime lending rate prevailing at such time, as published in the Wall Street Journal, plus 2% per annum from the date such amounts were required 
to be paid until the date actually received by Nationwide Mutual. 
        (c)    Expenses.    Except as otherwise specifically provided herein, each Party shall bear its own Expenses in connection with this 
Agreement and the Transactions, except that the Nationwide Parties and the Harleysville Parties each shall bear and pay one-half of the filing fee 
paid to the FTC pursuant to the HSR Act or to any foreign antitrust or competition Law. Furthermore, in the event that (A) the Harleysville 
Parties terminate this Agreement pursuant to Section 10.1(f) , then the Nationwide Parties shall reimburse the Harleysville Parties for all of their 
Expenses, (B) the Nationwide Parties terminate this Agreement pursuant to Section 10.1(g) , then the Harleysville Parties shall reimburse the 
Nationwide Parties for all of their Expenses, or (C) this Agreement is terminated pursuant to Section 10.1(h) , then HGI, in addition to any 
Termination Fee that HGI may be required to make to Nationwide Mutual pursuant to Section 10.3(a)  in respect of such termination, shall 
reimburse the Nationwide Parties for all of the Nationwide Parties' Expenses. 
        For the purposes of thisSection 10.3, "Expenses" includes all reasonable out-of-pocket expenses (including all reasonable fees and expenses 
of counsel, accountants, financial advisors, experts and consultants to a Party hereto and its Affiliates) incurred by a Party or on its behalf in 
connection with or related to the authorization, preparation, negotiation, execution, performance, approval by any Person, and enforcement of this 
Agreement and the Transactions, including the preparation, printing, filing and mailing of the respective Information Statements, the Proxy 
Statement, and the solicitation of Member and stockholder approvals and all other matters related to the Transactions. 

ARTICLE XI 
 MISCELLANEOUS 

        Section 11.1    Notices.    All notices, consents, requests, approvals, authorizations and other communications (collectively, "Notices") 
required or permitted to be given hereunder by one Party to another shall only be effective if in writing. All Notices shall be sent (a) by registered 
or certified mail (with return receipt requested), postage prepaid, or (b) by Federal Express, United States Post Office Express Mail, Airborne, 
UPS, or similar overnight courier which delivers, if requested, only upon signed receipt of the addressee (with such signed receipt being 
requested), or (c) by facsimile transmission, and addressed or transmitted as follows or at such other address or facsimile number, and to the 
attention of such other Person, as the Parties shall give notice as herein provided: 
If to a Nationwide Party, to: 
Nationwide Mutual Insurance Company 
 One Nationwide Plaza 1-34-04 
 Columbus, Ohio 43215 
 Attention: Stephen S. Rasmussen 
 Facsimile No.: (614) 249-6848 
with a copy to: 
Nationwide Mutual Insurance Company 
 One Nationwide Plaza 1-37-08 
 Columbus, Ohio 43215 
 Attention: Particia R. Hatler 
 Facsimile No.: (614) 677-5128 



with a copy to: 
Jones Day 
 325 John H. McConnell Blvd., Suite 600 
 Columbus, Ohio 43215 
 Attention: Randall M. Walters, Esq. 
 Facsimile No.: (614) 461-4198 
If to Harleysville Mutual, to: 
Harleysville Mutual Insurance Company 
 355 Maple Avenue 
 Harleysville, Pennsylvania 19438 
 Attention: Michael L. Browne 
 Facsimile No.: (215) 256-5008 
with a copy to: 
Ballard Spahr LLP 
 1735 Market Street, 51 st  Floor 
 Philadelphia, Pennsylvania 19103 
 Attention: Justin P. Klein, Esq. 
 Facsimile No.: (215) 864-8999 
If to HGI, to: 
Harleysville Group Inc. 
 355 Maple Avenue 
 Harleysville, Pennsylvania 19438 
 Attention: Michael L. Browne 
 Facsimile No.: (215) 256-5008 
with a copy to: 
Fox Rothschild LLP 
 2000 Market Street, 20 th  Floor 
 Philadelphia, Pennsylvania 19103 
 Attention: Peter J. Tucci, Esq. 
 Facsimile No.: (215) 345-7507 
        A Notice shall be effective upon receipt and shall be deemed to be received, if sent by registered or certified mail, United States Post Office 
Express Mail, Federal Express, Airborne, UPS, or similar overnight courier, on the date of receipt by the recipient as shown on the return receipt 
card, or if sent by facsimile, upon receipt by the sender of an acknowledgment or transmission report generated by the machine from which the 
facsimile was sent indicating that the facsimile was sent in its entirety to the recipient's facsimile number; provided  that if a Notice is received by 
facsimile on a day which is not a Business Day, or after 5:00 p.m. on any Business Day at the addressee's location, such Notice shall be deemed 
to be received by the recipient at 9:00 a.m. on the first (1 st ) Business Day thereafter. Rejection or other refusal to accept or the inability to deliver 
because of a changed address of which no Notice was given shall be deemed to be receipt of the Notice as of the date of such rejection, refusal or 
inability to deliver. 
        Section 11.2     Amendments.     Subject to applicable Law, this Agreement may be amended by the Parties hereto at any time before or after 
the approval of this Agreement by the Members of Nationwide Mutual or of Harleysville Mutual and the stockholders of Merger Sub or of HGI, 
but after such approval, no amendment or modification shall be made which materially adversely affects the rights of such Members or 
stockholders without the further approval of such Members and stockholders. This Agreement may not be amended, modified, or supplemented 
except by written agreement of the Parties hereto. 
        Section 11.3     Extension; Waiver.     At any time prior to the Effective Time, the Parties may (a) extend the time for the performance of any 
of the obligations or other acts of the other Parties, (b) waive any inaccuracies in the representations and warranties of the other Parties contained 
in this Agreement or in any document delivered pursuant to this Agreement, or (c) except as provided by Article IX, waive compliance by the 
other Parties with any of the agreements or conditions contained in this Agreement. Any agreement on the part of a Party to any such extension or 
waiver shall be valid only if set forth in an instrument in writing signed on behalf of such Party. Nothing contained in this Agreement shall cause 
the failure of any of the Parties to insist upon strict compliance with any covenant, obligation, condition, or agreement contained herein to operate 
as a waiver of, or estoppel with respect to, any such covenant, obligation, condition, or agreement by the Party entitled to the benefit thereof. 
        Section 11.4     Publicity.     So long as this Agreement is in effect, each of the Parties hereto (a) shall not, and shall cause its Affiliates not 
to, issue or cause the publication of any press release or other announcement to any Person with respect to this Agreement or the Transactions 
without the consent of the other Parties, which consent shall not be unreasonably withheld or delayed; provided , however , that nothing contained 
in this Agreement shall (i) limit the right of each of the Parties hereto and their Affiliates to make a filing or communication required by 
applicable Law, provided that such Party shall allow the other Parties a reasonable opportunity to comment on such filing or communication in 
advance thereof; (ii) prohibit any of the Parties hereto (or its Affiliates) from initiating communications with, and making presentations to, any 
rating agency or Governmental Entity relating to the Transactions if such Party gives prior written notice thereof to the other Parties hereto, or 
(iii) prohibit any Party or any of their respective Affiliates from communicating to any third party information in any way relating to the Mergers 
that has been made known to the general public, other than in violation of this Agreement, prior to the time of such communication, (b) shall 
cooperate fully with the other Parties hereto with respect to issuing or publishing any press release, or other announcement or other written 
communication to any non-affiliated Person and preparing written and oral communications to the employees and agents of each Party hereto 
with the purpose of effectuating the Mergers in the best interests of the respective Members and stockholders of the Parties, and (c) shall 
promptly notify the other Parties of any communications received from and responses provided to non-affiliated Persons, in either case, with 
respect to this Agreement or the Transactions. 
        Section 11.5     Headings.     The headings contained in this Agreement are for reference purposes only and shall not affect in any way the 
meaning or interpretation of this Agreement. 
        Section 11.6     Non-Assignability.     Neither this Agreement nor any of the rights, interests, or obligations hereunder shall be assigned by 
any Party hereto by operation of Law or otherwise without the prior written consent of the other Parties hereto. 
        Section 11.7     Beneficiaries.     This Agreement shall be binding upon and inure solely to the benefit of the Parties hereto, and nothing in 
this Agreement, expressed or implied, is intended to confer upon any other Person (including any policyholder, shareholder, or Representative of 



any Party or their Subsidiaries) any rights or remedies of any nature under or by reason of this Agreement, except as otherwise expressly provided 
in this Agreement. 
        Section 11.8     Duplicates; Counterparts.     This Agreement shall be executed in duplicate and may be executed in counterparts, each of 
which shall be deemed to constitute an original and constitute one and the same instrument. Delivery of an executed counterpart of a signature 
page to this Agreement by telecopier or electronic mail via the portable document format (PDF) shall be as effective as delivery of a manually 
executed counterpart of this Agreement. In proving this Agreement, it shall not be necessary to produce or account for more than one such 
counterpart signed by the Party against whom enforcement is sought. 
        Section 11.9     Governing Law.     This Agreement shall be governed by and construed and enforced in accordance with the Laws of the 
State of Delaware without regard to the conflict or choice of Laws rules thereof or of any other jurisdiction. 
        Section 11.10     Entire Agreement.     This Agreement, including the Voting Agreement and schedules hereto and thereto, constitutes the 
entire agreement between the Parties hereto and supersedes all prior agreements and understandings, oral or written (except for the 
Confidentiality Agreement), between the Parties hereto with respect to the subject matter hereof and thereof. 
        Section 11.11     Severability.     If any provisions hereof shall be held invalid or unenforceable by any court of competent jurisdiction or as a 
result of future legislative action, such holding or action shall be strictly construed and shall not affect the validity or effect of the remaining 
terms and provisions hereof or the validity or enforceability of the offending term or provision in any other situation or in any other jurisdiction. 
If the final judgment of a court of competent jurisdiction or other authority declares that any term or provision hereof is invalid, void or 
unenforceable, the Parties agree that the court making such determination shall have the power to reduce the scope, duration, area, or applicability 
of the term or provision, to delete specific words or phrases, or to replace any invalid, void, or unenforceable term or provision with a term or 
provision that is valid and enforceable and that comes closest to expressing the intention of the invalid or unenforceable term or provision; 
provided , however , that the Parties shall use reasonable efforts, including the amendment of this Agreement, to ensure that this Agreement shall 
reflect as closely as practicable the intent of the Parties hereto. 
        Section 11.12     Specific Performance.     Each of the Parties hereto acknowledges and agrees that the other Parties hereto would be 
irreparably damaged in the event any of the provisions of this Agreement were not performed in accordance with their specific terms or were 
otherwise breached. Accordingly, each of the Parties hereto agrees that each shall be entitled to an injunction or injunctions to prevent breaches of 
the provisions of this Agreement and to enforce specifically this Agreement and the terms and provisions thereof in any action instituted in any 
forum specified in Section 11.14 , in addition to any other remedy to which any Party may be entitled, at Law, in equity, or pursuant to this 
Agreement. 
        Section 11.13     Counting.     If the due date for any action to be taken under this Agreement (including the delivery of notices) is not a 
Business Day, then such action shall be considered timely taken if performed on or prior to the next Business Day following such due date. 
        Section 11.14     Venue.     Each Party irrevocably agrees that any Proceeding arising out of or relating to this Agreement or for recognition 
and enforcement of any judgment in respect hereof brought by another Party or its successors or assigns may be brought and determined 
exclusively in the Court of Chancery of the State of Delaware (or, if such court lacks subject matter jurisdiction, in any appropriate Delaware 
state or federal court), and each of the Parties hereby irrevocably submits to the exclusive jurisdiction of the aforesaid courts for itself and with 
respect to its property, generally and unconditionally, with regard to any such Proceeding arising out of or relating to this Agreement and the 
Transactions (and agrees not to commence any Proceeding relating thereto except in such courts). Each Party further agrees to accept service of 
process in any manner permitted by such courts. Each Party hereby irrevocably and unconditionally waives, and agrees not to assert, by way of 
motion or as a defense, counterclaim or otherwise, in any Proceeding arising out of or relating to this Agreement or the Transactions, (a) any 
claim that it is not personally subject to the jurisdiction of the above-named courts for any reason other than the failure lawfully to serve process, 
(b) that it or its property is exempt or immune from jurisdiction of any such court or from any legal process commenced in such courts (whether 
through service of notice, attachment prior to judgment, attachment in aid of execution of judgment, execution of judgment or otherwise), and 
(c) to the fullest extent permitted by Law, that (i) the Proceeding in any such court is brought in an inconvenient forum, (ii) the venue of such 
Proceeding is improper, or (iii) this Agreement, or the subject matter hereof, may not be enforced in or by such courts. 
        Section 11.15     Joint Preparation .     The Parties have participated jointly in the negotiation and drafting of this Agreement. In the event 
any ambiguity or question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by all Parties, and no 
presumption or burden of proof shall arise favoring or disfavoring any Party by virtue of the authorship of any provision of this Agreement. 
        Section 11.16     Interpretation .      
        (a)   When a reference is made in this Agreement to a section or article, such reference shall be to a section or article of this Agreement 
unless otherwise clearly indicated to the contrary. 
        (b)   Whenever the words "include," "includes," or "including" are used in this Agreement they shall be deemed to be followed by the words 
"without limitation." 
        (c)   The words "hereof," "herein," and "herewith" and words of similar import shall, unless otherwise stated, be construed to refer to this 
Agreement as a whole and not to any particular provision of this Agreement, and article, section, paragraph, exhibit, and schedule references are 
to the articles, sections, paragraphs, exhibits, and schedules of this Agreement unless otherwise specified. 
        (d)   The plural of any defined term shall have a meaning correlative to such defined term, and words denoting any gender shall include all 
genders. Where a word or phrase is defined herein, each of its other grammatical forms shall have a corresponding meaning. 
        IN WITNESS WHEREOF, Nationwide Mutual, Harleysville Mutual, Merger Sub, and HGI have caused this Agreement to be signed by 
their respective officers thereunto duly authorized as of the date first written above. 

              
  NATIONWIDE MUTUAL INSURANCE COMPANY 
  

By: 

  

/s/ STEPHEN S. RASMUSSEN 
 

      Name:   Stephen S. Rasmussen 
      Title:   Chief Executive Officer 
  

HARLEYSVILLE MUTUAL INSURANCE COMPANY 



  

By: 

  

/s/ MICHAEL L. BROWNE 
 

      Name:   Michael L. Browne 
      Title:   President and CEO 
  

NATIONALS SUB, INC. 
  

By: 

  

/s/ DAVID LAPAUL 
 

      Name:   David LaPaul 
      Title:   Treasurer 
  

HARLEYSVILLE GROUP INC. 
  

By: 

  

/s/ MICHAEL L. BROWNE 
 

      Name:   Michael L. Browne 
      Title:   President and CEO 

 

 



CERTIFICATE OF SERVICE 
 
                I, David Felderman, hereby certify that on December 27, 2011, I served a true 

and correct copy of Plaintiff’s Amended Class Action and Derivative Complaint via the 

Philadelphia County Court of Common Pleas’ Electronic Filing System and by e-mail 

upon: 

M. Norman Goldberger 
Laura E. Krabill  
John C. Grugan 
William B. Igoe  
Ballard Spahr, LLP  
1735 Market Street, 51st Floor  
Philadelphia, PA 19103-7599 
Tel. (215) 655-8500  
Fax. (215) 864-8999 
Goldbergerm@ballardspahr.com  
Krabill@ballardspahr.com  
Gruganj@ballardspahr.com  
Igoew@ballardspahr.com   
    
 
      /s/ David Felderman         
      David Felderman   

 
Dated: December 27, 2011 
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