Form 5500

Department of the Treasury
Internal Revenue Service

Department of Labor
Employee Benefits Security
Administration

Pension Benefit Guaranty Corporation

Annual Return/Report of Employee Benefit Plan OMB Nos. 12100110
This form is required to be filed for employee benefit plans under sections 104 )

and 4065 of the Employee Retirement Income Security Act of 1974 (ERISA) and
sections 6047(e), 6057(b), and 6058(a) of the Internal Revenue Code (the Code). 2011

» Complete all entries in accordance with
the instructions to the Form 5500.

This Form is Open to Public

Inspection
Part | | Annual Report Identification Information
For calendar plan year 2011 or fiscal plan year beginning  01/01/2011 and ending  12/31/2011
A This return/report is for: D a multiemployer plan; |:| a multiple-employer plan; or
a single-employer plan; D a DFE (specify)
B This returnireport is: D the first return/report; D the final return/report;
D an amended return/report; |:| a short plan year return/report (less than 12 months).
C Ifthe plan is a collectively-bargained plan, check here. . . . ... ... .. . . . . . . . » D
D cCheck box if filing under: |:| Form 5558; |:| automatic extension; |:| the DFVC program;
|:| special extension (enter description)
Part Il Basic Plan Information—enter all requested information
la Name of plan 1b Three-digit plan 001
PENSION PLAN OF HARLEYSVILLE GROUP INC AND ASSOCIATED EMPLOYERS number (PN) »
1c Effective date of plan
01/01/1953
2a Plan sponsor’s name and address, including room or suite number (Employer, if for single-employer plan) 2b Employer Identification
Number (EIN)
HARLEYSVILLE GROUP INC 51-0241172
2C Sponsor's telephone
number
215-256-5076
355 MAPLE AVENUE 355 MAPLE AVENUE 2d -
HARLEYSVILLE, PA 19438-2297 HARLEYSVILLE, PA 19438-2297 Business code (see
instructions)
524150

Caution: A penalty for the late or incomplete filing of this return/report will be assessed unless reasonable cause is established.

Under penalties of perjury and other penalties set forth in the instructions, | declare that | have examined this return/report, including accompanying schedules,
statements and attachments, as well as the electronic version of this return/report, and to the best of my knowledge and belief, it is true, correct, and complete.

SIGN [Filed with authorized/valid electronic signature. 06/25/2012 ARTHUR E CHANDLER
HERE
Signature of plan administrator Date Enter name of individual signing as plan administrator
SIGN
HERE
Signature of employer/plan sponsor Date Enter name of individual signing as employer or plan sponsor
SIGN
HERE
Signature of DFE Date Enter name of individual signing as DFE
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500. Form 5500 (2011)

v.012611




Form 5500 (2011) Page 2

3a Plan administrator's name and address (if same as plan sponsor, enter “Same”) 3b Administrator's EIN
HARLEYSVILLE GROUP INC 51-0241172
355 MAPLE AVENUE 3C Administrator's telephone
HARLEYSVILLE, PA 19438-2297 number
215-256-5076
4 If the name and/or EIN of the plan sponsor has changed since the last return/report filed for this plan, enter the name, EIN and 4b EIN
the plan number from the last return/report:
a Sponsor's name 4c PN
5  Total number of participants at the beginning of the plan year 5 3976
6  Number of participants as of the end of the plan year (welfare plans complete only lines 6a, 6b, 6¢, and 6d).
@ ACHVE PAITICIPANTS . .....vveveeeeecectete it eeeeet ettt e st ettt e sae s et et e st ess s e s eae st es s s e s e s esessssns s s et et b s s s s eaea et et s s snsnsssesesesssenanseeeee ] 6a 1065
b Retired or separated participants reCeIVING DENETILS.............c..ccivireeuereeseireeeseeeeeeese s eesee st eses s ss et ee s st eneseeneensed 6b 1132
C Other retired or separated participants entitled to FUTUre DENETILS............c.coiiiieieiieieeeeee ettt 6¢C 1654
A Subtotal. Add INES B, BB, ANA BC.........eueeeeeeeeeeeeeeeeeeee et e e ettt e et e e e sttt et ee et ee et et ee e s s et ee et eeseeeeeeee s et ee et eeeeeeeeeeeeeseed 6d 3851
€ Deceased participants whose beneficiaries are receiving or are entitled to receive benefitS..........coccviiiie i 6e 102
T Total. Add INES B ANA BE........eeeeeececeeeeeeeee ettt ee s et s s ee e e s s s e s s st et eeesen e ans e ae st s ennsesanenneeeneneneasenend 6f 3953
0 Number of participants with account balances as of the end of the plan year (only defined contribution plans
COMPIETE thIS IEEIM)......vvvieeece ettt ettt a ettt s st s et ee s e s st et st n s st ses e s e s et ettt e s s s et es s s s s esesesesas s s e 69
h  Number of participants that terminated employment during the plan year with accrued benefits that were
€SS thAN 10096 VESIEM...........eveiesieseiresessesestesesesssessesesessesessssessssssassssestssesessssesssnssessssesssnesassessssessansssssssesssnesssnssssssesssnesssnssessad 6h 0
7  Enter the total number of employers obligated to contribute to the plan (only multiemployer plans complete this item) ......., 7
8a If the plan provides pension benefits, enter the applicable pension feature codes from the List of Plan Characteristic Codes in the instructions:
1A 1G 1l
b If the plan provides welfare benefits, enter the applicable welfare feature codes from the List of Plan Characteristic Codes in the instructions:
9a Plan funding arrangement (check all that apply) 9b Plan benefit arrangement (check all that apply)
(1) Insurance (1) Insurance
2 Code section 412(e)(3) insurance contracts 2) Code section 412(e)(3) insurance contracts
) Trust 3) Trust
4) General assets of the sponsor 4) General assets of the sponsor
10 Check all applicable boxes in 10a and 10b to indicate which schedules are attached, and, where indicated, enter the number attached. (See instructions)
a Pension Schedules b General Schedules
Q) R (Retirement Plan Information) o) H (Financial Information)
2) D MB (Multiemployer Defined Benefit Plan and Certain Money 2) | (Financial Information — Small Plan)
Purchase Plan Actuarial Information) - signed by the plan ®) ___ A (Insurance Information)
actuary (4) C (Service Provider Information)
©) SB (Single-Employer Defined Benefit Plan Actuarial (5) D (DFE/Participating Plan Information)

Information) - signed by the plan actuary 6) |_| G (Financial Transaction Schedules)




H H H OMB No. 1210-0110
SCHEDULE SB Single-Employer Defined Benefit Plan °
(Form 5500) Actuarial Information 2011

Department of the Treasury

Internal Revenue Service This schedule is required to be filed under section 104 of the Employee

Department of Labor i i i . . .
Employee Benefits Security Administration Retirement |ncomelr?ti(r:rl;lglt);zé\(;tegLégggd(eEgl]zp(\%Oe:jned).Sectlon 6059 of the This Forrln IS OF;_e” to Public
Pension Benefit Guaranty Corporation nspection
» File as an attachment to Form 5500 or 5500-SF.

For calendar plan year 2011 or fiscal plan year beginning 01/01/2011 and ending  12/31/2011

» Round off amounts to nearest dollar.
» Caution: A penalty of $1,000 will be assessed for late filing of this report unless reasonable cause is established.

A Name of plan B  Three-digit
PENSION PLAN OF HARLEYSVILLE GROUP INC AND ASSOCIATED EMPLOYERS plan number (PN) N 001
C Plan sponsor's name as shown on line 2a of Form 5500 or 5500-SF D Employer Identification Number (EIN)
HARLEYSVILLE GROUP INC 51-0241172
E Typeofplan: X Single [ ] Multiple-A [ ] Multiple-B F Prior year plan size: | | 100 or fewer [ | 101500 [X| More than 500
Part | | Basic Information
1  Enter the valuation date: Month _01 Day 01 Year 2011
2  Assets:
B MAIKEE VAIUE.......cooceeeeececeseecee e ae et s s st s et es s e s st s ens st s saes e nsensenss s sensenansenens 2a 159827075
D AGHUANAI VAIUE ... 2b 146867916
3 Funding target/participant count breakdown: (1) Number of participants (2) Funding Target
a For retired participants and beneficiaries receiving payment ........... 3a 1166 83950886
b For terminated vested participants .............ccccceeeeueveeereeerereeeernnae. 3b 1705 59952725
C  For active participants:
688249
51696665
1118 52384914
O TOMAl e 3d 3989 196288525
4 Ifthe plan is in at-risk status, check the box and complete lines () and (0) ......ccocevvervrereerennne D
a Funding target disregarding prescribed at-riSk aSSUMPLIONS ........cooiiiiiiiiiiiiiiiie it 4a
b Funging target reflecting at—ri;k assumptiqns, but disrega_rding trapsition r.ule for plans that have been in 4b
at-risk status for fewer than five consecutive years and disregarding loading factor ..............cccccoccvveevineenne
D EMfECHVE INEIEST FALE .....cvviieieisiecteteieii ettt sttt bbb s e bbb st s e s bbb es st b b s 5 6.34 %
6  Target normal cost 6 0

Statement by Enrolled Actuary
To the best of my knowledge, the information supplied in this schedule and accompanying schedules, statements and attachments, if any, is complete and accurate. Each prescribed assumption was applied in
accordance with applicable law and regulations. In my opinion, each other assumption is reasonable (taking into account the experience of the plan and reasonable expectations) and such other assumptions, in
combination, offer my best estimate of anticipated experience under the plan.

SIGN
HERE
Signature of actuary Date
ROBERT S. ELIAS, FSA 11-03160
Type or print name of actuary Most recent enrollment number
MERCER 215-982-4600
Firm name Telephone number (including area code)

1717 ARCH STREET, 27TH FLOOR
PHILADELPHIA, PA 19103-2754

Address of the firm

If the actuary has not fully reflected any regulation or ruling promulgated under the statute in completing this schedule, check the box and see D
instructions
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500 or 5500-SF. Schedule SB (Form 5500) 2011

v.012611




Schedule SB (Form 5500) 2011

Page 2 -

‘ Part Il | Beginning of year carryover and prefunding balances

(a) Carryover balance (b) Prefunding balance

7 Balance at beginning of prior year after applicable adjustments (line 13 from prior

ST L) OSSPSR 0 0
8 Portion elected for use to offset prior year’s funding requirement (line 35 from

o TE[o T =T: 19 NSO 0 0
9  Amount remaining (lin€ 7 MiNUS N 8) ...........cvoviviviieieeeeeeeeeeeee o] 0
10 Interest on line 9 using prior year's actual return of T N
11 Prior year's excess contributions to be added to prefunding balance:

a Present value of excess contributions (line 38 from prior year).............ccc.ccovu..) 339923

b Interest on (a) using prior year's effective rate of 6.62 9% except as

otherwise provided (SEE INSLUCHONS) .........ov.eveveveeeeeeeeeeeeeereeeeeeeeeseseseee ] 22503
C Total available at beginning of current plan year to add to prefunding balance...........] 362426
d Portion of (c) to be added to prefunding balance..............ccocoevevevveeeereerieernnnnn] 0
12 Other reductions in balances due to elections or deemed elections .......................... 0 0
13 Balance at beginning of current year (line 9 + line 10 + line 11d — line 12)................] 0 0
Part Ill Funding percentages
14 Funding target attaiNnMENT PEICENTAGE. ..........cvvevveereeereesseesssesseesssessssssssessssesssessssssssssssses s ssssessesesssessssesssesssesssessseesssenssssesssesssessesnssessassssas 14 74.82 %
15 Adjusted funding target attaiNMENt PEICENTAGE ............c.ev.cuiveeeeeereceeteseteseseetesesseseseesesssaesessesessssesessesesaesesssses st essneesesseaesneesenssaesneeseneeeas 15 74.82 %
16 Prior year's funding percentage for purposes of determining whether carryover/prefunding balances may be used to reduce 16
CUITENt YEAr'S FUNAING FEQUITEIMENT.........cuiitiiieieteiteitetet et et ete et et eteetesteste st eseesestestes s e s eseebesbesse et ensensebeebessessessessaresbebensensabestessesseseereeed 80.00 %
17 Ifthe current value of the assets of the plan is less than 70 percent of the funding target, enter such percentage...............c.cc.oo........ 17 %
Part IV Contributions and liquidity shortfalls
18 cContributions made to the plan for the plan year by employer(s) and employees:

(a) Date (b) Amount paid by (c) Amount paid by (a) Date (b) Amount paid by (c) Amount paid by
(MM-DD-YYYY) employer(s) employees (MM-DD-YYYY) employer(s) employees
03/16/2011 2000000
06/15/2011 2000000
09/15/2011 2000000
12/15/2011 2000000
03/15/2012 2400000

Totals » | 18(b) 10400000 | 18(c) | 0
19 Discounted employer contributions — see instructions for small plan with a valuation date after the beginning of the year:

a Contributions allocated toward unpaid minimum required contributions from prior years. ..........cccccvecvveevcveesrenennn 19a 0

b Contributions made to avoid restrictions adjusted to VAlUALION JALE ...............covoveieeeeeeeeeeeeeeeeeeeeeee s 19b 0

C Contributions allocated toward minimum required contribution for current year adjusted to valuation date..................... 19c 9950886

20 Quarterly contributions and liquidity shortfalls:

a Did the plan have a “funding shortfall” for the Prior YEAI? ..........ccooiiiiiiiiii e s Yes D No

b If 20a is “Yes,” were required quarterly installments for the current year made in a timely ManNer? ..............cocoovoveoeeeeeeeeeeeeeeeeeeeeneeenn Yes D No

C If 20ais “Yes,” see instructions and complete the following table as applicable:

Liquidity shortfall as of end of quarter of this plan year
(1) 1st (2) 2nd (3) 3rd (4) 4th
0 0 0 0




Schedule SB (Form 5500) 2011 Page 3

Part V [Assumptions used to determine funding target and target normal cost

21 Discount rate:

1st segment:
3.78%

2nd segment:
6.31%

3rd segment:
6.57 %

a Segment rates:

D N/A, full yield curve used

b Applicable MONth (ENEEF COUERY .........c.cvvieeeeeeeeeee oot et e ee et e ettt en et en et en e

21b

22 Weighted average FetirEMENT AQE .........c.ocreeeevereeeeeeeeeeeeeeeeeeteeeeeete e es s eseseteeeseseseeseneseseseseee et easseseaseneneseesseeeaees

22

62

23 Mortality table(s) (see instructions) |:| Prescribed - combined Prescribed - separate

D Substitute

Part VI |Miscellaneous items
24 Has a change been made in the non-prescribed actuarial assumptions for the current plan year? If “Yes,” see instructions regarding required
oL £= Tt o]0 0T o PP TP PR PP PR |:| Yes No
25 Has a method change been made for the current plan year? If “Yes,” see instructions regarding required attachment. ..............cccc.covevvrunn. |:| Yes No
26 s the plan required to provide a Schedule of Active Participants? If “Yes,” see instructions regarding required attachment.......................... Yes D No
27 Ifthe p_Ian is eligible for (and is using) alternative funding rules, enter applicable code and see instructions 27
regarding AttACHIMENT. ..ottt ettt ettt ettt
Part VII |Reconciliation of unpaid minimum required contributions for prior years
28 Unpaid minimum required contributions fOr @ll PriOr YEATS ............cceievieeeieieeeeeeeees et ee e es e 28 0
29 D_iscounted employer contributions allocated toward unpaid minimum required contributions from prior years 29
(A= = OO 0
30 Remaining amount of unpaid minimum required contributions (line 28 MiNUS liN€ 29) .........ccccoeveveveveecceeeene. 30 0
Part VIII | Minimum required contribution for current year
31 Target normal cost and excess assets (see instructions):
@ Target NOMMAI COSE (N B) .....cu.eeeeeeeeeeececeeeeee et te et eeeee et et s e e e e ee et e et ee s s eseeeeetesee et ees e eaeanenenenaseeen 3la
b Excess assets, if applicable, but Not greater than 31a ...........c.ccevcvoeereereeieeeeeeeee e ee e eneneneeeeesenans 31b 0
32 Amortization installments: Outstanding Balance Installment
a Net shortfall amortization INSLAIIMENT ...........c.ccoi i 49420609 9832956
b Waiver amortization inStallMeNnt..............c.cceveveeveieeueieeeeeeeeeseeee e 0 0
33 If a waiver has been approved for this plan year, enter the date of the ruling letter granting the approval
(Month Day Year ) and the waived amount .............cccceeveeiiicnnnncneene 33
34 Total funding requirement before reflecting carryover/prefunding balances (lines 31a - 31b + 32a+32b-33)..] 34 9832956
Carryover balance Prefunding balance Total balance
35 Bala_nces elected for use to offset funding 0 0 0
FEQUIrEMENT. ...ttt
36 Additional cash requirement (line 34 MINUS INE 35) ............cc.ceueviveiieeeieeeeieiereseeeese et esese s esasse e seses s 36 9832956
37 C_ontributions allocated toward minimum required contribution for current year adjusted to valuation date 37 9950886
(LTSI Lo TP PT R UUR RPN
38 Present value of excess contributions for current year (see instructions)
A Total (excess, if any, Of [INE 37 OVEF lINE BB) .....c.cvvveveveeereeeeeeeeeeseeeeeeeeeee e tes sttt es st tes st ene s e senenens 38a 117930
b Portion included in line 38a attributable to use of prefunding and funding standard carryover balances ....... 38b 0
39 Unpaid minimum required contribution for current year (excess, if any, of line 36 over line 37) .........c.ccccccee...... 39 0
40 Unpaid minimum required CONtHBULIONS fOF @Il YEAIS............ccoveiveeeeeeeeeeeeeeeee s eeee e st 40 0
Part IX Pension funding relief under Pension Relief Act of 2010 (see instructions)

41 If a shortfall amortization base is being amortized pursuant to an alternative amortization schedule:

a Schedule elected

|:| 2 plus 7 years

D 15 years

b Eligible plan year(s) for which the election in line 41a was made

42 Amount of acceleration adjustment

[ ]2008 [ ]2009 [ ]2010 [ | 2011
42

43 Excess installment acceleration amount to be carried over to future plan Years ...........ccoceveveueeeceereeereneenenns

43




SCHEDULE H Financial Information OMB No. 1210-0110
(Form 5500)
Department of the Treasury This schedule is required to be filed under section 104 of the Employee 2011
Internal Revenue Service Retirement Income Security Act of 1974 (ERISA), and section 6058(a) of the
o Internal Revenue Code (the Code).
epa(tment of_Labor o ]
Employee Benefits Security Administration D File as an attachment to Form 5500. This Form is Open to Public
Pension Benefit Guaranty Corporation |nspecti0n
For calendar plan year 2011 or fiscal plan year beginning  01/01/2011 and ending  12/31/2011
A Name of plan B  Three-digit
PENSION PLAN OF HARLEYSVILLE GROUP INC AND ASSOCIATED EMPLOYERS 001
plan number (PN) 4
C Plan sponsor’s name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
HARLEYSVILLE GROUP INC
51-0241172

Part | |Asset and Liability Statement

1 Current value of plan assets and liabilities at the beginning and end of the plan year. Combine the value of plan assets held in more than one trust. Report
the value of the plan’s interest in a commingled fund containing the assets of more than one plan on a line-by-line basis unless the value is reportable on
lines 1c(9) through 1c(14). Do not enter the value of that portion of an insurance contract which guarantees, during this plan year, to pay a specific dollar
benefit at a future date. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 |IEs do not complete lines 1b(1), 1b(2), 1c(8), 1g, 1h,

and 1i. CCTs, PSAs, and 103-12 IEs also do not complete lines 1d and le. See instructions.

Assets (a) Beginning of Year (b) End of Year
a Total noninterest-bearing Cash ..o la
b Receivables (less allowance for doubtful accounts):
(1) EMPIOYEr CONTDULIONS ... 1b(1) 0 2400000
(2) Participant CONTBULIONS ...............corveeeieeeeeeeseseerse s s 1b(2)
L) 1111 SO 1b(3) 274664 275473
C General investments:
Q) Interest-b_earing cash (include money market accounts & certificates 1c(1) 8300594 5314504
OF AEPOSIL) ettt
(2) U.S. GOVEINMENT SECUNES. .......veeveeereeeeeeeeeeseseeeeeseeeeieseeeseneseeeseeeeesenees 1c(2) 17519876 22626031
(3) Corporate debt instruments (other than employer securities):
(A) PIEfEITEU ..o 1c(3)(A)
(B) Al OtNET ... 1c(3)(B) 13826640 17155684
(4) Corporate stocks (other than employer securities):
(A) Preferred... . lc(4)(A)
(B) COMMON ..., . 1c(4)(B)
(5) Partnership/joint venture interests .................... . 1c(5) 42555 23764
(6) Real estate (other than employer real property) 1c(6)
(7) Loans (other than to PartiCiPants) ............cccceeereeereeresresessseeessensesnnen. 1c(7)
(8) PartiCIPANT IOBNS ........ovoveeeeieeeeeeeeeseeeeee s eees et 1c(8)
(9) Value of interest in common/collective trustsS...........cocveevieeeiiieeeniieeee 1c(9)
(10) Value of interest in pooled separate aCcCoOUNtS...........ceecuveeerieeeinieeennne. 1c(10)
(11) Value of interest in master trust investment accounts .............ccoccceeeeee. 1c(11)
(12) Value of interest in 103-12 investment entitieS ..............cccovevevereeernnnn. 1c(12)
(13) \f/ua;:gz)of interest in registered investment companies (e.g., mutual 1c(13)
(14) Value of funds held in insurance company general account (unallocated |~ ;v
[o10] 11 =Tt ) TP OP RO PPPP PPN
(15) ORI ..ttt 1c(15) 119923273 114138670

For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500

Schedule H (Form 5500) 2011
v.012611
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1d Employer-related investments: (a) Beginning of Year (b) End of Year
(1) EMPIOYET SECUNHES ....vvvoveeveeeeeeeeceeseeeeeessesseeestesesessenessas s seneseeseeeeseneneeses 1d(1)
(2) EMPIOYET FAI PIOPEILY .....vrvevereereeeeeeeeeesseeseesteseseeseeessenesies et eneseennessnens 1d(2)
€ Buildings and other property used in plan operation..........cccceeeeieeeeniieeeinieenn. le
f Total assets (add all amounts in lines 1a through 1€) ..........cccccooveveeveverecinnns 1f 159887602 161934146
Liabilities
g Benefit Claims PAYADIE ........cvruriieeeeicieie et 19
N Operating PAyabIES ...........ccovveieeeeeeeeeeee e 1h
I AcQUISItion INAEDLEANESS .........ceevevieeeeeieeeeceee et 1i
J Oher ABIlES. .......ovoevrvrieiececeie st 1j 60527 113181
K Total liabilities (add all amounts in lines 1g throughj) ........c.cccoevevevevrerenennnne. 1k 60527 113181
Net Assets
| Net assets (subtract line 1k from liN@ 1f)........c.ccoevevemrerrecrerieereeeeseee e | 1l ‘ 159827075 161820965

Part Il |Income and Expense Statement

2 Plan income, expenses, and changes in net assets for the year. Include all income and expenses of the plan, including any trust(s) or separately maintained
fund(s) and any payments/receipts to/from insurance carriers. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 |Es do not complete
lines 2a, 2b(1)(E), 2e, 2f, and 2g.

Income (@) Amount (b) Total
a Contributions:
(1) Received or receivable in cash from: (A) EMPIOYErS........ccccovvvvvvrireenrenen. 2a(1)(A) 10400000
(B)  PAtCIDANES .....ceoveveeeeeeeeeevee et ene s 2a(1)(B)
(C) Others (INCIUAING FOIOVEIS) .........veevvereeeeeeeeeeeeee oo 2a(1)(C)
(2) NONCASh CONLIDULIONS ... 2a(2)
(3) Total contributions. Add lines 2a(1)(A), (B), (C), and line 2a(2) ................. 2a(3) 10400000
b Earnings on investments:
(1) Interest:
B Certtcates of deposit e B A 2b(1)(A) 1356
(B) U.S. GOVEIMMENT SECUNES ........vveeeeeeeeeeeeeeeeeseeee e 2b(1)(B) 737784
(C) Corporate debt iINSIIUMENES ..........c.ccvveveeeeeeeeeeeeeeeeeee oo 2b(1)(C) 561056
(D) Loans (other than to PArtiCiPANS) ...........cccevruerrereerreererereseeesseneeeaes 2b(1)(D)
(E) PartiCipant I0NS ..........c.coeveveruerieeeeereeeseseieseseesessies s ses s senesanas 2b(1)(E)
(F) OHNEI coee e 2b(1)(F) 38206
(G) Total interest. Add lines 2b(1)(A) through (F) ......c.ccccvevererevrrererennnn. 2b(1)(G) 1338402
(2) Dividends: (A) Preferred StOCK. ...........ccovveveuevcuereeeeieeeeeseseeeeeees e sesesienens 2b(2)(A)
(B)  COMMON SEOCK ... ee e 2b(2)(B)
(C) Registered investment company shares (e.g. mutual funds).............. 2b(2)(C) 2516461
(D) Total dividends. Add lines 2b(2)(A), (B), and (C) 2b(2)(D) 2516461
(B) RENIS....ceieieeeeeeeeet ettt s ettt sa st a et en sttt en et 2b(3)
(4) Net gain (loss) on sale of assets: (A) Aggregate proceeds .................... 2b(4)(A) 16033967
(B) Aggregate carrying amount (See inStructions) ............cococoovevevreuennn. 2b(4)(B) 13662508
(C) Subtract line 2b(4)(B) from line 2b(4)(A) and enter result.................. 2b(4)(C) 2371459
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(a) Amount (b) Total
2b (5) Unrealized appreciation (depreciation) of assets: (A) Real estate.............cc.o....... 2b(5)(A)
(= Y O OO OO 2b(5)(B) -6158146
() 105 20E)A) A (B) e e 26(5)(C) 6158145
(6) Net investment gain (loss) from common/collective trusts.......................... 2b(6)
(7) Net investment gain (loss) from pooled separate accounts....................... 2b(7)
(8) Net investment gain (loss) from master trust investment accounts ............ 2b(8)
(9) Net investment gain (loss) from 103-12 investment entities....................... 2b(9)
(10) Net inve‘stment gain (loss) from registered investment 2b(10)
companies (€.g., Mutual fuNdS).........cccceeiiiieeiiire e
C Other INCOME......uiiiiiiiti et 2c
d Total income. Add all income amounts in column (b) and enter total...................... 2d 10468176
Expenses
€ Benefit payment and payments to provide benefits:
(1) Directly to participants or beneficiaries, including direct rollovers .............. 2e(1) 8474286
(2) To insurance carriers for the provision of benefits.............cccocoovveveeeennn.. 2e(2)
)T OO OSSOSO 2e(3)
(4) Total benefit payments. Add lines 2e(1) through (3)........coeveeeeereresennn. 2e(4) 8474286
f Corrective distributions (SE€ INSTUCHONS) ...........cevrueveeereeieeeeseeeeeenseneees 2f
g Certain deemed distributions of participant loans (see instructions)................. 29
Nl INEEIESE EXPENSE. ...ttt 2h
i Administrative expenses: (1) Professional fees .............ccceerievriseressvensnnns 2i(1)
(2) Contract adminiStrator fEES.........cciieiiiieeeiiee s se e ee e e e saeeeeees 2i(2)
(3) Investment advisory and management fEeS .........cccvvevrieeeriieeeriiieessieeeenes 2i(3)
(B) ONET ... 2i(4)
(5) Total administrative expenses. Add lines 2i(1) through (4).........ccceevvveennns 2i(5) 0
| Total expenses. Add all expense amounts in column (b) and enter total......... 2j 8474286
Net Income and Reconciliation
K Net income (loss). Subtract line 2j from line 2d 2k 1993890
| Transfers of assets:
(1) TO RIS PIAN... oo ee st 21(1)
(2) FTOM IS PIAN <.t senoe 21(2)

Part Ill | Accountant’s Opinion

3 Complete lines 3a through 3c if the opinion of an independent qualified public accountant is attached to this Form 5500. Complete line 3d if an opinion is not
attached.

a The attached opinion of an independent qualified public accountant for this plan is (see instructions):
1) [ unqualified  (2)[ ] Qualified (3) [ ] Disclaimer @) [ ] Adverse

b Did the accountant perform a limited scope audit pursuant to 29 CFR 2520.103-8 and/or 103-12(d)? D Yes No

C Enter the name and EIN of the accountant (or accounting firm) below:

(1) Name:KPMG LLP (2) EIN: 13-5565207

d The opinion of an independent qualified public accountant is not attached because:
1) D This form is filed for a CCT, PSA, or MTIA.  (2) D It will be attached to the next Form 5500 pursuant to 29 CFR 2520.104-50.
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Part IV |Compliance Questions

4

CCTs and PSAs do not complete Part IV. MTIAs, 103-12 IEs, and GlAs do not complete 4a, 4e, 4f, 4g, 4h, 4k, 4m, 4n, or 5.

103-12 IEs also do not complete 4j and 4l. MTIAs also do not complete 4l.
During the plan year:

Was there a failure to transmit to the plan any participant contributions within the time
period described in 29 CFR 2510.3-102? Continue to answer “Yes” for any prior year failures
until fully corrected. (See instructions and DOL'’s Voluntary Fiduciary Correction Program.)......

Were any loans by the plan or fixed income obligations due the plan in default as of the

close of the plan year or classified during the year as uncollectible? Disregard participant loans
secured by participant’s account balance. (Attach Schedule G (Form 5500) Part | if “Yes” is
CRECKEA.) .ttt b ettt ettt

Were any leases to which the plan was a party in default or classified during the year as
uncollectible? (Attach Schedule G (Form 5500) Part Il if “Yes” is checked.) .........cccoceiiiiiirninns

Were there any nonexempt transactions with any party-in-interest? (Do not include transactions
reported on line 4a. Attach Schedule G (Form 5500) Part Ill if “Yes” is
CRECKEA.) .ttt ettt b ettt ettt

Was this plan covered by a fidelity DONA?.........cc.oooiiiiiiiiii e

Did the plan have a loss, whether or not reimbursed by the plan’s fidelity bond, that was caused
DY fraud OF dISNONESLY? .....oiieiii et e e e

Did the plan hold any assets whose current value was neither readily determinable on an
established market nor set by an independent third party appraiSer? .........ccccoeerieeeinieeenineeens

Did the plan receive any noncash contributions whose value was neither readily
determinable on an established market nor set by an independent third party appraiser? .........

Did the plan have assets held for investment? (Attach schedule(s) of assets if “Yes” is checked,
and see instructions for format reqUIrEMENTS.)........cccuuiiiiiiee i se e seee e iee e eae e e naee s

Were any plan transactions or series of transactions in excess of 5% of the current
value of plan assets? (Attach schedule of transactions if “Yes” is checked, and
see instructions for format reqUIrEMENTS.) . .....eeiiureeiiie e e e s e sre e e e e e steeesnneeeas

Were all the plan assets either distributed to participants or beneficiaries, transferred to another
plan, or brought under the control Of the PBGC?........c.cuiiiiiiiiiiieeieee e

Has the plan failed to provide any benefit when due under the plan? ..........ccccoveeeiiiiecciiee s

If this is an individual account plan, was there a blackout period? (See instructions and 29 CFR
Sy I 0 1 7 PSP UPP PN

If 4m was answered “Yes,” check the “Yes” box if you either provided the required notice or one
of the exceptions to providing the notice applied under 29 CFR 2520.101-3. .......cccceviiveeriineene

Yes

No

Amount

4a

4b

4c

4d

4e

15000000

Af

49

4h

4i

4

4k

4

4m

5a Has a resolution to terminate the plan been adopted during the plan year or any prior plan year?

5b

If “Yes,” enter the amount of any plan assets that reverted to the employer this year..............cccceenne

Amount:

If, during this plan year, any assets or liabilities were transferred from this plan to another plan(s), identify the plan(s) to which assets or liabilities were

transferred. (See instructions.)
5b(1) Name of plan(s)

5b(2) EIN(s)

5b(3) PN(s)




OMB No. 1210-0110

SCHEDULE R Retirement Plan Information

b This schedule is required to be filed under section 104 and 4065 of the
epartment of the Treasury . . .
Internal Revenue Service Employee Retirement Income Security Act of 1974 (ERISA) and section
6058(a) of the Internal Revenue Code (the Code).

Department of Labor

Employee Benefits Security Administration This Form is Open to Public

» File as an attachment to Form 5500. Inspection.
Pension Benefit Guaranty Corporation
For calendar plan year 2011 or fiscal plan year beginning 01/01/2011 and ending 12/31/2011
A Name of plan B Three-digit
PENSION PLAN OF HARLEYSVILLE GROUP INC AND ASSOCIATED EMPLOYERS plan number 001
(PN) >
C Plan sponsor's name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
HARLEYSVILLE GROUP INC
51-0241172

‘ Part | ‘ Distributions
All references to distributions relate only to payments of benefits during the plan year.

1 Total value of distributions paid in property other than in cash or the forms of property specified in the
INSTIUCTIONS ... bbb e b e e e b e e s b b e e e b e e s bt e b e e s e e b e e s b e e s b e e s e e e s ae s s b e e nree s 1

2 Enter the EIN(s) of payor(s) who paid benefits on behalf of the plan to participants or beneficiaries during the year (if more than two, enter EINs of the two
payors who paid the greatest dollar amounts of benefits):

EIN(s):

Profit-sharing plans, ESOPs, and stock bonus plans, skip line 3.

3 Number of participants (living or deceased) whose benefits were distributed in a single sum, during the plan

YA, o.oeeeeititete st eees ettt ettt s e a et bbb a et et h et s e A s A b s b s A AR bt A Rt LAt b eb s h bbb At bbb st bt s s 3 7
Part Il Funding Information (if the plan is not subject to the minimum funding requirements of section of 412 of the Internal Revenue Code or
ERISA section 302, skip this Part)
4 |sthe plan administrator making an election under Code section 412(d)(2) or ERISA section 302(d)(2)?........cccvvrerrvernnee D Yes No D N/A

If the plan is a defined benefit plan, go to line 8.

5  If a waiver of the minimum funding standard for a prior year is being amortized in this
plan year, see instructions and enter the date of the ruling letter granting the waiver. Date: Month Day Year

If you completed line 5, complete lines 3, 9, and 10 of Schedule MB and do not complete the remainder of this schedule.

6 a Enter the minimum required contribution for this plan year (include any prior year accumulated funding 6
a
deficiency not waived) .......................................................................................................................................
b Enter the amount contributed by the employer to the plan for this plan Year ............ccc.ccoeeveeveceieeereereerenenn, 6b
Subtract the amount in line 6b from the amount in line 6a. Enter the result
(enter a minus sign to the left of @ NEQALtiVE AMOUNT).........ccciieiiiiieeiie e e e e e e e sneee s 6c
If you completed line 6¢, skip lines 8 and 9.
7 Will the minimum funding amount reported on line 6¢ be met by the funding deadline? ...................cccooovevevnnnnn. D Yes D No D N/A

8 Ifachange in actuarial cost method was made for this plan year pursuant to a revenue procedure or other
authority providing automatic approval for the change or a class ruling letter, does the plan sponsor or plan
administrator agree With the ChaNGE?.............ii it D Yes D No N/A

Part Il | Amendments

9 Ifthis is a defined benefit pension plan, were any amendments adopted during this plan

Dox. 110, Oheck 116 N0 DOt e, |] Increase  []pecrease [] ot No
Part IV ESOPSs (see instructions). If this is not a plan described under Section 409(a) or 4975(e)(7) of the Internal Revenue Code,
skip this Part. _
10 Were unallocated employer securities or proceeds from the sale of unallocated securities used to repay any exempt loan?.............. | | Yes D No
11 a Does the ESOP hold @ny Preferred SIOCK? .........coiriiriuririeriesiereeeseneseeses e eeseesesssse s sesessesssesessessssessasssesessssssessessssssesssesssnsseens : Yes D No
b Ifthe _ESOP has an outs_tgr)ding exempt loan with the employer as lender, is such loan part of a “back-to-back” loan? D Yes D No
(See instructions for definition of “Dack-t0-DACK” I0AN.) .......c.uuiiiiiiii ettt
12 Does the ESOP hold any stock that is not readily tradable on an established securities Market? ...............cococoererreereisniesnenens D Yes D No
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500. Schedule R (Form 5500) 2011

v.012611
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| PartV

| Additional Information for Multiemployer Defined Benefit Pension Plans

13 Enter the following information for each employer that contributed more than 5% of total contributions to the plan during the plan year (measured in
dollars). See instructions. Complete as many entries as needed to report all applicable employers.

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents
(2) Base unit measure: D Hourly Weekly Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,

complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cen

ts
(2) Base unit measure:D Hourly ﬁ Weekly Unit of production D Other (specify):
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14  Enter the number of participants on whose behalf no contributions were made by an employer as an employer of the
participant for:

@ THE CUITEINE YEAY ......veeevieeveeeeeteee ettt et ettt eae et et e e et ese et et e s et ese et et eas et ese et etess et ese et etesseeesese et etenssaeseesetesssaesesatnnnas l4a
b The plan year immediately preceding the CUMTENt PIAN YEAT ...........c.cceviveeevreeiieseeeeee et 14b
C  The SecoNd PreCediNg PIAN YEAT ......c.uiiiiiiieiie ittt ettt e bt e st e et e e sttt et e eabrenbeeseneestreareenbeeanne l4c

15 Enter the ratio of the number of participants under the plan on whose behalf no employer had an obligation to make an
employer contribution during the current plan year to:

a The corresponding number for the plan year immediately preceding the current plan year ...........ccccceeevvveeenen. 15a

b The corresponding number for the second preceding PIaN YEar ................cccc.coevveveeeeeeeeeeerreeseeeeenerrerenns 15b

16 Information with respect to any employers who withdrew from the plan during the preceding plan year:

a Enter the number of employers who withdrew during the preceding plan year .........ccccoccoeiiiiiiiniiie e 16a

b Ifitem 16a is greater than 0, enter the aggregate amount of withdrawal liability assessed or estimated to be 16b
assessed against such WithdraWn €MPIOYETS .......uiiiiiiiiii ittt sr e e s st e sinesinesereaeees

17 If assets and liabilities from another plan have been transferred to or merged with this plan during the plan year, check box and see instructions regarding
supplemental information to be included as an AttaCHMENT. ... ... it e s s e et e e e s s s e e e et s s e e e rnta e s ran e ananenenens

| PartVI | Additional Information for Single-Employer and Multiemployer Defined Benefit Pension Plans

18 If any liabilities to participants or their beneficiaries under the plan as of the end of the plan year consist (in whole or in part) of liabilities to such participants
and beneficiaries under two or more pension plans as of immediately before such plan year, check box and see instructions regarding supplemental

information t0 be INCIUAE @S AN AHACHMENT ..........ciiiie e e s e e et eesste e e e saeeeeeteeeaaeeeeasbeeeaasteeeasseee e sseeeansseeesaseeeansseeennteeeansseeeanneeeenseeennnenenns

19 If the total number of participants is 1,000 or more, complete items (a) through (c)
a  Enter the percentage of plan assets held as:
Stock: % Investment-Grade Debt: % High-Yield Debt: % Real Estate: % Other: %
b  Provide the average duration of the combined investment-grade and high-yield debt:
D 0-3 years D 3-6 years |:| 6-9 years D 9-12 years |:| 12-15 years D 15-18 years D 18-21 years D 21 years or more
C  What duration measure was used to calculate item 19(b)?
D Effective duration D Macaulay duration D Modified duration D Other (specify):
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~AARES KPMG LLP
1601 Market Street
Philadelphia, PA 19103-2499

Independent Auditors’ Report

The Trustees
Harleysville Insurance Companies and Harleysville Group Inc.:

We have audited the accompanying statements of net assets available for benefits and of accumulated plan
benefits of the Pension Plan of Harleysville Group Inc. and Associated Employers (the Plan) as of
December 31, 2011 and 2010, and the related statements of changes in net assets available for benefits and
of changes in accumulated plan benefits for the years then ended. These financial statements are the
responsibility of the Plan’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Plan’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial status of the Plan as of December 31, 2011 and 2010, and the changes in its financial status for
the years then ended, in conformity with U.S. generally accepted accounting principles.

Our audits were performed for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental schedule of assets (held at end of year) as of December 31, 2011 is presented
for purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by the Department of Labor’s Rules and Regulations for Reporting
and Disclosure under the Employee Retirement Income Security Act of 1974. Such information is the
responsibility of the Plan’s management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected
to the auditing procedures applied in the audits of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

KPMe LLP

April 27,2012

KPMG LLP s a Delaware limited liability partnership,
the LS. member firm of KPMG International Cooperative
["KPMG International™), a Swiss entity



PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Statements of Net Assets Available for Benefits
December 31, 2011 and 2010

2011 2010
Assets:
Investments, at fair value:
U.S. Treasury securities 5 14,561,813 9,323,939
Obligations of U.S. government corporations and agencies 1,964,957 2,980,296
Mortgage-backed securities 6,099,261 5,215,641
Corporate bonds 17,155,684 13,826,040
Mutual funds 114,138,670 119,923,273
Other 23,764 42,555
Total investments, at fair value 153,944,149 151,312,344
Cash and cash equivalents 5,314,524 8.300,594
Contributions receivable 2,400,000 =
Accrued investment income 256,230 273,581
Other assets 19,243 1,083
Total assets 161,934,146 159,887,602
Liabilities:
Accounts payable 113,181 60,527
Total liabilities 113,181 60,527
Net assets available for benefits $ 161,820,965 159,827,075

See accompanying notes to financial statements.



PENSION PLAN OF HARLEYSVILLE GROUP INC.

AND ASSOCIATED EMPLOYERS

Statements of Changes in Net Assets Available for Benefits

Years ended December 31, 2011 and 2010

[ncrease in net assets attributable to:
Investment income:
Net appreciation (depreciation) in fair value of investments:

U.S. Treasury securities
Obligations of U.S. government corporations and agencies
Mortgage-backed securities
Corporate bonds
Mutual funds
Other

Total net appreciation (depreciation) in fair value of
investments

Interest, net of investment expense
Dividends

Total investment income
Employer contributions

Total additions
Benefits paid to participants

Total deductions

Net increase

Net assets available for benefits:
Beginning of year

End of year

See accompanying notes to financial statements.

d

2011 2010
384,515 278,259
(25.158) 7.343
(36,914) 41,781
153,125 (5.100)

(4,243,464) 14,697,675
(18.791) (60,073)
(3,786,687) 14,959,885
1,338,402 1,304,415
2,516,461 2,233,713
68.176 18,498,013
10,400,000 6.462,001
10,468.176 24,960,014
8,474,286 8,064,846
8.474.286 8,064,846
1.993.890 16,895,168
159,827,075 142,931,907
161,820,965 159.827.075




PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Statements of Accumulated Plan Benefits

December 31, 2011 and 2010

Actuarial present value of accumulated plan benefits:
Vested benefits:
Participants currently receiving payments
Terminated vested participants
Active participants

Nonvested benefits

Total actuarial present value of accumulated
plan benefits

See accompanying notes to financial statements.

2011 2010
$ 97,752,560 86,994,100
81,555,994 69,544,544
68,574,219 59,405,476
247,882,773 215,944,120
242,825 503,107

$§ 248,125,598

216,447,227




PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Statements of Changes in Accumulated Plan Benefits
Years ended December 31, 2011 and 2010

2011 2010

Actuarial present value of accumulated plan benefits at

beginning of year $ 216,447,227 198,749,124
Increase (decrease) during the year attributable to:

Benefits accumulated and (gains) losses (138,746) 110,096

Increase for interest due to the decrease in the discount period 11,652,134 11,683,002

Change in actuarial assumptions 28,639,269 13.969.851

Benefits paid (8,474,286) (8,064.846)

Net increase 31,678,371 17,698,103

Actuarial present value of accumulated plan benefits at end of year § 248,125,598 216,447,227

See accompanying notes to financial statements.
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PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Notes to Financial Statements

December 31, 2011 and 2010

Description of the Plan

The following brief description of the Pension Plan of Harleysville Group Inc. and Associated Employers
(the Plan) is provided for general information purposes only. Participants should refer to the plan
agreement for a more complete description of the Plan’s provisions.

(@)

(b)

(c)

General

The Plan is a defined benefit plan covering employees of Harleysville Group Inc. (HGI) and
Associated Employers (the Companies). HGI froze the accrued benefits of the Plan as of March 31,
2006. At that time, the accrued benefit of each participant became nonforfeitable to the extent then
funded and the net assets of the Plan will be allocated as prescribed by the terms and the provisions
of the Plan in accordance with the Employee Retirement Income Security Act of 1974 (ERISA) and
its related regulations. Eligible employees not currently vested in the Plan will become vested if they
are employed by the Companies for a total of five qualifying years. In addition, the Plan was
amended to allow individuals who were hired in 2005 to enter the Plan on March 31. 2006.

The Plan is subject to the provisions of ERISA.

Pension Benefits

Employees with five or more years of service are entitled to annual pension benefits, beginning at
normal retirement age (65). Prior to January 1, 1989, annual pension benefits were equal to 2.25% of
final average compensation (described in note 2), less 2.00% of the annual primary Social Security
benefit, multiplied by the number of years of service up to a maximum of 25. Effective January 1,
1989, the benefit formula became the greater of: (1) the accrued benefit as of December 31, 1988
based on the former formula; (2) 1.45% of the employees™ final average compensation, up to and
including a compensation level equal to covered compensation (the average of the Social Security
wage bases for the 35-year period ending in the year the employee attains Social Security retirement
age) multiplied by the number of years of service up to a maximum of 25, plus 1.95% of the
employees’ final average compensation exceeding the covered compensation, multiplied by the
number of years of service up to a maximum of 25; or (3) the accrued benefit as calculated under a
special transition formula for employees who worked for the Companies during the period January 1,
1988 through December 31, 1991 who otherwise had five years of vesting service. Benefit accruals
were frozen as of March 31, 2006.

Employees who terminate before rendering five years of eligible service forfeit the right to receive
their portion of accumulated plan benefits. Employees receive their benefits as a life annuity payable
monthly from their date of retirement.

Administrative Expenses

All administrative expenses related to the Plan are paid by the Companies.

6 (Continued)
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PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Notes to Financial Statements

December 31, 2011 and 2010

Summary of Significant Accounting Policies

(@)

(b)

()

(d)

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting and
present the net assets available for benefits, accumulated plan benefits, and the changes in those
assets and benefits.

Valuation of Investments

[nvestments are reported at fair value. Fair value is the price that would be required to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement
date. See note 3 for discussion of fair value measurements.

Investment Transactions and Income Recognition

Net appreciation (depreciation) in fair value of investments is reflected in the statements of changes
in net assets available for benefits and includes realized gains and losses on investments bought and
sold and the change in appreciation (depreciation) from one period to the next. Purchases and sales
of investment securities are reflected on a trade-date basis. Dividend income is recorded as of the
ex-dividend date. Income from other investments is recorded as earned on the accrual basis.

Actuarial Present Value of Accumulated Plan Benefits

Accumulated plan benefits are those future periodic payments that are attributable under the Plan’s
provisions to the service employees have rendered.

Accumulated plan benefits include benefits for services rendered through March 31, 2006 expected
to be paid to: (a)retired or terminated employees or their beneficiaries; (b) beneficiaries of
employees who have died; and (c) present employees or their beneficiaries. Such benefits under the
Plan are based on employees’ final average compensation (the average compensation during the
highest consecutive 5 plan years of the last 10 years immediately preceding retirement or termination
or the average compensation for the period of 60 consecutive months immediately preceding such
event, whichever is greater). Average annual compensation was frozen as of March 31, 2006.

The actuarial present value of accumulated plan benefits is determined by actuaries from Mercer, an
independent actuarial firm. and is the amount that results from applying actuarial assumptions to
adjust the accumulated plan benefits to reflect the time value of money and the probability of
payment between the valuation date and the expected date of payment. The significant actuarial
assumptions used in the valuations as of December 31, 2011 and 2010 were: (a) the life expectancy
of participants (the RP 2000 Mortality Table projected to 2013); (b) retirement age assumptions (5%
of participants ages 55 — 59 are assumed to retire, 10% of participants ages 60 — 64 are assumed to
retire. and 100% of participants ages 65 and over are assumed to retire); and (c¢) discount rate (the
weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits) of 4.60%, 5.50%, and 6.00%, at December 31, 2011, 2010, and 2009,
respectively. Changes in actuarial assumptions (discount rate) resulted in an increase of $28,639,269
and $13,969.851 for the years ended December 31, 2011 and 2010, respectively. in the actuarial

7 (Continued)
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(g

(h)

PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Notes to Financial Statements
December 31, 2011 and 2010

present value of accumulated plan benefits. The foregoing actuarial assumptions are based on the
presumption that the Plan will continue.

Pension Protection Act Funding Status

Starting with the 2008 plan year, Section 436 of the Internal Revenue Code (the Code) requires the
Plan to meet specified funding thresholds to pay lump sums or other accelerated distributions,
provide continued benefit accruals, pay unpredictable contingent event benefits, or implement
amendments improving benefits. The Plan could be disqualified if it pays benefits in violation of the
Code Section 436 limitations, or if it fails to pay benefits provided under the terms of the Plan when
they are not limited by Code Section 436. The Adjusted Funding Target Attainment Percentage
(AFTAP) is the funded status measure used to determine which of these limitations, if any, apply to
the Plan.

For the plan year beginning January 1, 2011, based on certain actuarial assumptions and financial
data, and certain plan provisions, the Plan’s actuaries certified that the Plan has an AFTAP ratio of
74.82%. As such, the Plan was subject to accelerated distribution limitations as defined by the
Pension Protection Act of 2006 for 2011. For the Plan year beginning January 1, 2010, Mercer, the
Plan actuaries. certified that the Plan had an AFTAP ratio of 80% and, as such, the Plan was not
subject to accelerated distribution limitations for 2010.

Payment of Benefits

Benefits payable under all circumstances — retirement, death, disability, and termination of
employment — are included to the extent they are deemed attributable to employee service rendered
to March 31, 2006. Benefits being provided via annuity contracts are excluded from plan assets and
are excluded from accumulated plan benefits.

Use of Estimates

The preparation of financial statements in accordance with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and changes therein, the disclosure of contingent assets and liabilities, and the
actuarial present value of the accumulated plan benefits at the date of the financial statements. Actual
results could differ from these estimates.

Risks and Uncertainties

Investment securities are exposed to various risks such as interest rate, market, and credit risks. Due
to the level of risk associated with certain investment securities. it is at least reasonably possible that
changes in the values of investment securities will occur in the near term and that such change could
materially affect the amounts reported in the statements of net assets available for plan benefits.

Recent market conditions have resulted in an unusually high degree of volatility and increased the
risks and decreased the short-term liquidity associated with certain investments held by the Plan,
which could impact the value of investments after the date of these financial statements.
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Plan contributions are made and the actuarial present value of accumulated plan benefits are reported
based on certain assumptions pertaining to interest rates, inflation rates, and employee demographics,
all of which are subject to change. Due to uncertainties inherent in the estimations and assumptions
process, it is at least reasonably possible that changes in these estimates and assumptions in the near
term would be material to the financial statements.

New Accounting Standards

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2010-06, Fair Value Measurements and Disclosures. ASU 2010-06 applies to all
entities that are required to make disclosures about recurring or nonrecurring fair value
measurements. ASU 2010-06 provides guidance on additional disclosures on any significant
transfers in and out of Level 1 and Level 2 and a description of the transfer. ASU 2010-06 also
requires separate disclosures of the activity in the Level 3 category related to any purchases, sales,
issuances, and settlements on a gross basis. The effective date of the new disclosures relating to the
existing disclosures regarding Level 1 and Level 2 categories was for interim and annual periods
beginning after December 15, 2009. The effective date of the disclosures regarding purchases, sales,
issuances, and settlements to the Level 3 category was for interim and annual periods beginning after
December 15, 2010. The adoption of this ASU did not have a material impact on the Plan’s net
assets available for benefits or changes in the net assets available for benefits.

In May 2011, the FASB issued ASU 2011-04, “Fair Value Measurement: Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs.” The
amendments in this ASU result in common fair value measurement and disclosure in U.S. GAAP
and IFRSs. The amendments change the wording used to describe many of the requirements in U.S.
GAAP for measuring fair value and for disclosing information about fair value measurements. The
amendments include: (1) those that clarify the FASB’s intent about the application of existing fair
value measurement and disclosure requirements; and (2) those that change a particular principal or
requirement for measuring fair value or for disclosing information about fair value measurement.
For nonpublic entities, the amendments are effective for annual periods beginning after December
15.2011. Nonpublic entities may apply the amendments in this update early, but no earlier than for
interim periods beginning after December 15, 2011. The adoption of this ASU will not have a
material impact on the Plan’s net assets available for benefits or changes in the net assets available
for benefits.

Investments

Fair value accounting guidance defines fair value, establishes a framework for measuring fair value in

generally accepted accounting principles, and expands disclosures about fair value measurements.

Fair value measurements are determined under a three-level hierarchy, which gives the highest priority to
quoted prices in active markets and the lowest priority to unobservable inputs, which are based on the
Company’s own assumptions. The three levels of the hierarchy are as follows:

Level 1 — inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Plan has the ability to access.
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Level 2 — inputs to the valuation methodology, other than Level 1 inputs, that are based on
observable market data. These include quoted prices for similar assets in active markets; quoted
prices for identical or similar assets or liabilities in inactive markets; inputs other than quoted prices
that are observable for the asset and liability; and inputs that are derived from or corroborated by
observable market data by correlation or other means.

Level 3 — inputs to the valuation methodology are unobservable and significant to the fair value
measurement, reflecting the Plan’s own assumptions.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement.

Following is a description of the valuation methodologies used for investments measured at fair value.
There has been no change in the methodologies used at December 31, 2011 and 2010.

For investments that have quoted market prices in active markets, the Plan uses quoted market price as fair
value and includes these investments in Level 1 of the fair value hierarchy. The Plan classifies
U.S. Treasury securities and publicly traded mutual funds as Level 1. When quoted market prices in active
markets are not available, the Plan uses a pricing service to estimate fair value. The fair value estimates
obtained from this pricing service are included in Level 2 of the fair value hierarchy. The Plan classifies its
fixed maturity securities other than U.S. Treasury securities as Level 2. Investment in a venture capital
fund is classified as Level 3. This investment is accounted for under the equity method of accounting,
which approximates fair value. Fair value was estimated by the venture capital fund’s management in the
absence of readily ascertainable market values.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Plan believes that its valuation
methods are appropriate and consistent with other market participants, the use of different methodologies,
or assumptions to determine the fair value of certain financial instruments could result in a different fair
value measurement at the reporting date.
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The following tables set forth by level, within the fair value hierarchy, the Plan’s assets at fair value as of
December 31, 2011 and 2010. There were no transfers to or from Levels 1 and 2 of the fair value hierarchy
in 2011. The Plan’s policy is to recognize transfers between levels as of the end of the reporting period.

Fair value measurement at reporting
date using

Quoted prices

in active Significant
markets other Significant
for identical observable unobservable
December 31, assets inputs inputs
2011 (Level 1) (Level 2) (Level 3)
Fixed income securities:
U.S. Treasury securities $ 14561813 § 14561813
Obligations of U.S.
government corporations
and agencies 1.964.957 — 5 1.964.957
Mortgage-backed securities 6.099.261 - 6,099.261
Corporate bonds (c) 17,155,684 — 17.155,684 -
Equity securities:
Institutional Total Stock
Market Fund (a) 91,828.973 91.828.973
FTSE All World Ex U.S.
Fund (b) 22,309,697 22.309.697 - —
Other investment:
Venture capital fund (d) 23,764 — — $ 23,764
Total asset
category § 153.944,149 § 128.700483 § 25219902 $ 23.764
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Fair value measurement at reporting
date using

Quoted prices

in active Significant
markets other Significant
for identical observable unobservable
December 31, assets inputs inputs
2010 (Level 1) (Level 2) (Level 3)

Fixed income securities:
U.S. Treasury securities $ 9,323,939 $ 9,323,939 —
Obligations of U.S.
government corporations

and agencies 2,980,296 — 8 2,980,296 -
Mortgage-backed securities 5,215,641 - 5,215,641 s
Corporate bonds (c) 13,826,640 —_ 13,826,640 —

Equity securities:
Institutional Total Stock

Market Fund (a) 96,417,925 96,417,925
FTSE All World Ex U.S.
Fund (b) 23,505,348 23,505,348 -
Other investment:
Venture capital fund (d) 42,555 — - 3 42,555
Total asset
category $ 151,312,344 § 129247212 § 22022577 % 42,555

(a) This category is comprised entirely of an index-based mutual fund that is designed to track the
performance of the MSCI Broad Market Index.

(b)  This category is comprised entirely of an index-based mutual fund that is designed to track the
performance of the FTSE All-World ex-U.S. Index.

(c)  This category is comprised of investment grade bonds of U.S. issuers from diverse industries.
(d) This category is comprised of an equity investment in a company that engages in venture capital

investment activities with selected businesses that have significant potential for growth and
long-term appreciation.

12 (Continued)



PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Notes to Financial Statements
December 31, 2011 and 2010

The following table sets forth a summary of changes in the fair value of the Plan’s Level 3 assets for the
years ended December 31. 2011 and 2010:

Level 3 assets
year ended December 31,
Venture capital fund

2011 2010
Balance at January | h 42,555 $ 102,628
Unrealized losses relating to instruments still held at the
reporting date (included in net appreciation (depreciation)
in fair value of investments) (18,791) (60,073)
Balance at December 31 $ 23,764 $ 42,555

Investments at December 31, 2011 and 2010 that represent 5% or more of the Plan’s net assets are as
follows:

Number of
shares Fair value

December 31, 201 1:

Vanguard Institutional Total Stock Market Fund $ 3,242,548 $ 91,828,973

Vanguard FTSE All World Ex U.S. Fund $ 287,015 $ 22,309,697
December 31, 2010:

Vanguard Institutional Total Stock Market Fund $ 3,378,344 5 96,417,925

Vanguard FTSE All World Ex U.S. Fund $ 250,510 $ 23,505,348

The Plan’s investments. including gains and losses on investments bought and sold as well as held during
the year, appreciated (depreciated) in fair value during 2011 and 2010 as presented in the following table:

2011 2010
U.S. Treasury securities $ 384,515 $ 278,259
Obligations of U.S. government corporations and agencies (25.158) 7.343
Mortgage-backed securities (36.914) 41,781
Corporate bonds 153,125 (5,100)
Mutual funds (4,243.464) 14,697,675
Other (18,791) (60,073)
Net appreciation (depreciation) in fair value
of investments 5 (3.786.687) 5 14,959,885
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The majority of the 2011 and 2010 appreciation (depreciation) in the fair value of investments is due to
unrealized gains (losses) in the equity portfolio, which consists of mutual funds invested in stocks.

Funding Policy

The Companies” funding policy is to contribute annually an amount equal to at least the minimum required
contribution in accordance with minimum funding standards established by ERISA. Contributions are
intended to provide for benefits attributed to service rendered through March 31, 2006. For the plan years
ended December31, 2011 and 2010, Company contributions were $10,400,000 and $6.462,001,
respectively. The Plan’s actuarial funding method is the traditional unit credit method.

Tax Status

The Plan has received a favorable determination letter from the Internal Revenue Service on the Plan’s
status as to compliance with the applicable requirements for the Code, as amended. This letter was dated
October 15, 2009. The plan administrator believes that the Plan is currently designed and is being operated
in compliance with the applicable requirements of the Code. Therefore, no provision for income taxes is
included in the Plan’s financial statements.

Plan Termination

The Companies reserve the right to terminate the Plan at any time. In the event of termination, participants’
rights to their accrued benefit become fully vested and nonforfeitable. The remaining assets shall be
allocated among the participants or their beneficiaries as follows:

(a) To continue to pay benefits to participants who were or should have been in pay status three years
before such termination;

(b) To pay benefits vested under the Plan and guaranteed under Title [V of ERISA;
(¢) To pay all other nonforfeitable benefits; and
(d) To pay all other benefits under the Plan.

Benefits under the Plan are insured by the Pension Benefit Guaranty Corporation (PBGC). Generally, the
PBGC does not guarantee all types of benefits under covered plans, and the amount of benefit protection is
subject to certain limitations. There is a ceiling on the amount of monthly benefit that the PBGC
guarantees, which is adjusted periodically. For plans terminating in 2011 and 2010, the ceiling was $4,500.

Whether all participants receive their benefits should the Plan terminate at some future time will depend on
the sufficiency, at that time, of the Plan’s net assets to provide those benefits and may also depend on the
level of benefits guaranteed by the PBGC.

Merger Agreement

On September 28, 2011, Harleysville Group Inc. and Harleysville Mutual Insurance Company (Mutual)
entered into a merger agreement with Nationwide Mutual Insurance Company (Nationwide) under which

14 (Continued)



®

PENSION PLAN OF HARLEYSVILLE GROUP INC.
AND ASSOCIATED EMPLOYERS

Notes to Financial Statements

December 31, 2011 and 2010

Nationwide will acquire all of the publicly held shares of common stock of Harleysville Group Inc. and
Harleysville Mutual Insurance Company will merge into Nationwide. In April 2012, approvals were
received from the stockholders of HGI, the policyholders of Mutual and Nationwide, and all necessary
regulatory bodies. The transactions are expected to close May 1, 2012.

Subsequent Events

The Plan evaluated subsequent events through April 27, 2012 which is the date these financial statements
were issued.
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December 31, 2011

Supplemental Schedule

Interest Maturity Original
Par value Issuer rate date cost Fair value
U.8. government and government
agency securities:
900,000 Federal Farm Credit Bank 6.900% 09/15 845,775 1,096,803
720,000 Federal Farm Credit Bank 6.270 01/16 639331 868,154
1,000,000 .S, Treasury Notes 4.630 02/12 1,007.812 1,007,150
3,000,000 LS. Treasury Notes 2.000 11/13 3,002,813 3,099,030
1,000,000 LIS, Treasury Notes 2.380 08/14 998,516 1,053,438
3,000,000 U5, Treasury Notes 2.380 09/14 3,004.219 3,165,240
1,000,000 LS. Treasury Notes 3.130 10/16 1,027,656 1.108.830
5,000,000 LIS, Treasury Notes 1.250 10/15 4,835,547 5,128,125
Total U.S. government and
government agency securities 15,361,669 16,526,770
Mortgage-backed securities:
1,000,000 FHLMC REMIC Series 3786 4,000 08/35 1,022,187 1,072,750
1,000,000 FHLMC REMIC Series 2006-46 5.500 02/35 957,188 1.092.386
288,215 FHLMC REMIC Series 2810 6.000 06/33 289,026 304,000
230,531 FHLMC REMIC Series 2949 5.500 12/30 228,441 232,805
849 811 FHLMC REMIC Series 2773 4,500 04/24 752,082 916,280
582,233 FHLMC REMIC Series 2840 5.500 03/33 561.923 604,461
318.098 FHLMC REMIC Series 3104 5.000 01/29 314,792 319,194
1,000,000 GNMA REMIC Trust 2011-82 3.250 02/37 1,019,688 1,047,722
499,000 GNMA REMIC Trust 2011-112 2.000 11/36 496,349 509,663
Total mortgage-backed securities 5.641.676 6,199,261
Corporate bonds:
500,000 ATE&T Inc. 2.950 05/16 499,090 521,070
500,000 Anheuser Busch Cos Inc. 4700 04/12 499 675 505,590
300,000 Atlantic Richfield Company 8.450 02/12 298914 302,013
690,258 Burlington Northern Co. 5.630 04/24 690 288 T80.854
1000000 Caterpillar Financial Services 1.900 12712 998 810 1,011,700
500,000 Centerpoint Energy Transiton Corp. 5.090 08/15 499982 530,388
500,000 Chevron Corp. 3.950 03/14 459 080 534,700
500,000 Cisco Systems Inc. 1.630 03/14 499405 509,370
00,000 Coca Cola Co. 3.630 03/14 497725 532,260
S00.000 Colgate Palmolive Co. 2.630 05/17 497,800 528,995
393,127 Continental Airlines Pass Thru 6.900 01/18 393,127 409,323
S00.000 Cooper US Inc 2.380 0116 499 (85 509405
1.000.000 Danaher Corp. 1.300 06/14 999 180 1,014,375
1,000,000 Deere John Capital Corp. 2.250 06/16 998.030 1,027,310
500,000 General Dynamics Corp. 1.380 01/15 499 200 505.465
500.000 General Electric Capital Corp. medium
term note 5,500 09/16 497 500 499 855
500,000 International Business Machines 1.000 08/13 497955 503,935
1,000,000 JICP&L 5410 09/14 999603 1,072,886
1.000.000 Johnson & Johnson 2.150 05/16 996 950 1.042 960
500,000 Merck & Co Inc New 2.250 01/16 498,795 518.828
500,000 Pepsico Inc 3.750 03/14 498,940 531,625
500,000 Pfizer Inc. 5.350 03/15 499375 565,595
250,000 PG&E Energy FDG 2005-2 5120 12/14 249 949 256,657
1,000,000 Stanford Leland Jr Univ 4.250 05/16 1,084 070 1,125,910
500,000 Sysco Corp 4.200 02/13 499,175 518.675
250,000 Target Corp 5130 01/13 249 185 261.690
00,000 3iM Co. 1.380 09/16 495,780 504,290
500,000 Wal-Mart Stores Ine. 2 880 04/15 496.545 529.960
Total corporate bonds 16,433,213 17,155,684
{continued)
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Schedule H, Line 4i — Schedule of Assets (Held at End of Year), (continued)

December 31, 2011

Number of

Original

shares Issuer cost Fair value
Mutual funds:

3,242,548 Vanguard Institutional Total Stock Market Fund $ 62,710,291 § 91,828,973
287,015 Vanguard FTSE All World Ex U.S. Fund 22,888,307 22,309,697
Total mutual funds 85,598,598 114,138,670
100 Other investments 613,987 23,764
Total investments $ 123,649,143 $§ 153,944,149

See accompanying independent auditors’ report.
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Schedule SB, Line 26 — Schedule of Active Participant Data

Distribution of active participants as of January 1, 2011

Years of credited service

Attained
age Under 40 &
1 1-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 up Total
Under
25
25-29 11 9 1 21
30-34 7 24 13 44
1,431
35-39 5 29 27 7 8 76
1,812 4,476
40 - 44 9 46 41 6 30 17 149
2,254 4,866 11,252
45 - 49 8 61 57 21 41 46 15 249
2,416 6,060 10,809 14,030 14,617
50-54 4 61 48 22 29 16 39 4 223
2,596 5,766 13,307 15,188 20,069
55 -59 7 40 57 17 27 29 15 9 5 206
3,242 7,005 11,650 20,226
60 - 64 6 31 30 13 15 9 12 1 2 2 121
2,672 6,927
65 - 69 6 10 3 5 2 1 27
70 & up 1 1 2
Total 57 308 284 89 156 119 81 14 7 3 1,118

In each cell, the top number is the count of active participants for each age/service

combination and the bottom number is average annual frozen benefit for those

participants. Average annual frozen benefit is not shown for cells with fewer than 20
participants. The frozen benefit is shown because the plan is “hard frozen” and is shown

in lieu of compensation.
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Schedule SB, Line 32 — Schedule of Amortization Bases

The total shortfall amortization charge is the sum of the individual shortfall amortization
installment for each plan year covered under PPA. Although an individual shortfall
amortization installment can be negative, the combined shortfall amortization charge
cannot be less than $0.

Shortfall bases

Year Outstanding Years 2011
established balance remaining Installment
2008 $ 14,271,671 4 $ 3,768,874
2009 1,603,636 5 344,957
2010 9,447,422 6 1,754,321
2011 24,097,880 7 3,964,804

Total $ 49,420,609 $ 9,832,956
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Schedule SB, Line 24 — Change in Actuarial Assumptions

Interest discounts and mortality rates were updated from 2010 to 2011 in accordance
with PPA and the sponsor changed their interest rate election from segment rates with 0
months setback to segment rates with 4 months setback. This prescribed assumption
change was made in accordance with executed sponsor elections.
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Schedule SB, Part V— Summary of Plan Provisions

Benefits included or excluded

Unless noted below, all benefits provided by the plan, as restated effective
January 1, 2008, are included in this valuation.

=  Plan amendments excluded: None
= |RC Section 436 benefit restrictions:

— Unpredictable contingent event benefits: This valuation excludes restricted
contingent event benefits that occurred before the valuation date but includes
contingent event benefits which are expected to occur on or after the valuation
date regardless of anticipated funding-based limitations.

— Plan amendments: See above.

— Prohibited payments: Limitations on prohibited benefits (if any) are reflected for
annuity starting dates before the valuation date but are ignored for annuity
starting dates on or after the valuation date.

= Late retirement increases:

— Active participants: This valuation includes late retirement actuarial increases for
current participants over age 65.

— Deferred vested participants: Current deferred vested participants over normal
retirement age are valued including the late retirement actuarial increase.

= Unpredictable contingent event benefits: The plan does not have any
unpredictable contingent event benefits.

= |RC Section 415(b) benefit [imitations: The limitations of Internal Revenue Code
Section 415(b) have been incorporated into our calculations.

= |RC Section 416 rules for top-heavy plans: We did not test whether this plan is
top-heavy (when the present value of benefits for key employees equals or exceeds
60 percent of the present value for all participants). However, we expect that the plan
is not top-heavy due to the large number of rank-and-file participants; therefore, the
funding target and target normal cost do not reflect any liability for top-heavy benefit
accruals.
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Summary of major plan provisions

Effective date and plan year Original plan: January 1, 1953
Restated plan: January 1, 2008
Plan year: Calendar year

Significant events that None

occurred during the year

Definitions

= Participation All employees who work at least 1,000 hours in a 12-
month period are eligible on the first day of January or
July following the completion of one year of service and
the attainment of age 21.
The plan has been amended to allow individuals hired
during 2005 to enter the plan on March 31, 2006.
Employees hired on or after January 1, 2006 are not
eligible for the pension plan.

= Employee contributions None

= Vesting computation period The period of 12-consecutive months commencing on
an Employee’s Employment Commencement Date or
Reemployment Commencement Date, whichever is
applicable, and the period of 12-consecutive months
commencing on each anniversary of such date.

= Vesting service A year of Vesting Service shall be credited for each
Vesting Computation period in which the participant
completes at least 1,000 hours of service.

= Benefit service A year of Benefit Service shall be credited for each
plan year in which the participant completes 1,000 or
more hours of service. Benefit Service is frozen as of
March 31, 2006. For New York Casualty and
Connecticut Union employees, Benefit Service is
calculated from the later of Date of Employment and
March 8, 1982. For Lake States employees, Benefit
Service is calculated from the later of Date of
Employment and January 1, 1986. For Boyertown
employees, Benefit Service is calculated from the later
of Date of Employment and October 6, 1997.

= Covered compensation Average of taxable wage bases in effect during the 35-
year period ending with the year of attainment of Social
Security normal retirement age. The Covered
Compensation Level is based upon the Social Security
law in effect in the year of determination, but no later
than 2006.
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= Breakin service 12-month employment period during which less than
501 hours are worked (unless on a qualified Leave of
Absence). If the participant is not vested and the
number of consecutive one-year Breaks in Service
equals or exceeds the greater of total number of years
of Vesting Service or Benefit Service earned before
break, or five years, such prior service is lost.

= Compensation Base salary inclusive of amounts deferred under a
salary reduction agreement. Effective January 1, 2002,
compensation may not exceed $200,000 (prospectively
and retrospectively) per annum (actual dollar limit is
indexed). Compensation is not considered beyond
March 31, 2006.

= Average annual Average of Annual Compensation earned for the 5
compensation highest consecutive plan years within the period of 10
years immediately preceding a participant’s retirement
date or termination date. Average Annual
Compensation is frozen as of March 31, 2006.

= Accrued benefit The Normal Retirement Benefit calculated using
Average Annual Compensation and Benefit Service as
of the date of determination. The plan has been
amended to stop benefit accruals as of
March 31, 2006.

Normal retirement

= Eligibility Later of age 65 or the fifth anniversary of the date of
employment.
= Benefit The greater of:

=  Grandfathered Benefit: Accrued Benefit as of
December 31, 1988 determined under the old
benefit formula;

= New Formula: 1.45% of Average Annual
Compensation up to Covered Compensation Level
plus 1.95% of Average Annual Compensation in
excess of Covered Compensation, times Credited
service up to 25; or
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= Benefit (cont.) = Transition Formula: Accrued benefit as of
December 31, 1988 indexed to reflect the increase
in Annual Average Compensation at the date of
determination versus the Annual Average
Compensation at December 31, 1988, plus 1.7% of
Annual Average Compensation times Credited
service after January 1, 1989, with a maximum of
nine years. This formula was frozen as of
December 31, 1997.

= Benefits for employees who are not Super Highly
Compensated can be no less than what was
accrued under the old benefit formula as of
December 31, 1991.

=  Benefit accruals have been frozen as of
March 31, 2006.

Worcester employees who are not Highly Compensated and with 10 or more years of
service as of December 31, 1983, shall receive the greater of (1) the normal retirement
benefit determined under the Harleysville Plan; or (2) the normal retirement benefit
determined under the Worcester formula, which is 70% of Final Average Compensation
less 50% of the Primary Insurance Amount, with the difference reduced by 1/35 for each
year of Credited service less than 35 years at Normal Retirement Date. However, an
employee who was a participant in the Worcester Plan before January 1, 1974, shall be
entitled to the larger of the Worcester benefit described above or a minimum benefit
calculated under the pre-1974 plan.

Atlantic Mutual employees who are not Highly Compensated and with 10 or more years
of service as of December 31, 1987 shall receive the greater of (1) the normal retirement
benefit determined under the Harleysville Plan; or (2) the normal retirement benefit
determined under the Atlantic Mutual Plan formula; which is 80% of Final Average
compensation less 50% of the Primary Insurance Amount with the difference reduced by
1/40 for each year of Credited service less than 40 years at Normal Retirement Date.

Phoenix Mutual employees shall receive the greater of (1) the benefit under the Phoenix
Mutual plan formula as of December 31, 1990 increased by Cost of Living Adjustment
each year, or (2) the benefit determined under the Harleysville Plan using all years of
service with Harleysville and Phoenix Mutual.
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Lake States current participants will receive a benefit which will be the sum of (1) benefit
earned as of December 31, 1994, under the Lake States formula, plus (2) benefit earned
commencing January 1, 1995 under the Harleysville formula. There will be a maximum of
25 years of service taken into account in determining the benefit, and the highest five
years of compensation will be used to determine the benefit under the Lake States and
Harleysville formulas. The Lake States formula is 1.45% times final average
compensation times years of service up to a maximum of 9, while the Harleysville
formula is 1.45% of final average compensation up to covered compensation plus 1.95%
of final average compensation over covered compensation times years of service up to a
maximum of 25 years.

Former Minnesota Fire and Casualty employees shall receive the greater of (1) the
benefit under the MF&C Company Employee Pension Plan as of December 31, 1998 or
(2) the MF&C formula for service through December 31, 1998 (1.2% of final average
compensation up to covered compensation plus 1.65% of final average compensation
over covered compensation; times years of service up to a maximum of 25 years) plus
the Harleysville formula for service beginning January 1, 1999, both benefits based on
the same final average compensation using the Harleysville base salary definition. MF&C
employees with 10 or more years of service as of December 31, 1998 will be eligible for
a total service benefit under the MF&C formula as long as they are non-highly
compensated employees.

Former Berkshire Mutual Insurance employees are entitled to the pension benefit
determined under the provisions of the Berkshire Mutual Pension Plan at the time of its
merger into the Harleysville Plan.

Early retirement

= Eligibility Age 55 and five Years of Vesting Service.

= Benefit For participants who become eligible on or after
January 1, 1989, the product of benefit determined
under the new formula times new early retirement
factors as specified below.
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For others, the greater of:
=  Benefit as calculated above; or

Plan: Pension Plan of Harleysville Group Inc.

EIN/PN: 51-0241172/001

= Benefit determined under the transition formula
times old early retirement factors as specified below:

Age

55
56
57
58
59
60
61
62
63
64
65

Old Early-
Retirement Factors

0.640
0.676
0.712
0.748
0.784
0.820
0.856
0.892
0.928
0.964
1.000

New Early-
Retirement Factors

0.480
0.520
0.560
0.600
0.640
0.680
0.720
0.760
0.840
0.920
1.000

Benefits calculated under the Minnesota Fire and
Casualty Company Employee Pension Plan as of
December 31, 1998 or under the MF&C
grandfathered benefit provisions use the early
retirement factors specified in the former Minnesota

Fire and Casualty Plan.

Late retirement

Eligibility
Benefit

Retirement after normal retirement age.

The monthly benefit equals the greater of:

= Normal Retirement Benefit computed as of Normal
Retirement Date actuarially increased for each
month the payment commencement date is deferred
beyond the Normal Retirement Date; or

= Benefit computed using Credited service and
Average Annual Compensation as of the Late
Retirement Date, but Primary Social Security Benefit
as of Normal Retirement Date. The plan has been
amended to stop benefit accruals as of
March 31, 2006.

Deferred vested

Eligibility

100% vested after the completion of 5 years of vesting

service.
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=  Benefit Accrued Benefit as of the date of termination, multiplied
by the vesting percentage.

Disability

= Eligibility Eligible for disability benefits under the Company's
Salary Continuation program.

= Benefit Normal Retirement Benefit assuming that the participant

continued working until his Normal Retirement Date at
the annual salary rate last in effect at the date of the
total disability. The plan has been amended to stop
benefit accruals as of March 31, 2006.

Pre-retirement death

= Eligibility prior to early
retirement

Benefit prior to early
retirement

Eligibility after early but
before normal retirement

Benefit after early but
before normal retirement

Eligibility after normal
retirement

Benefit after normal
retirement

Member married to spouse at least one year at date of
death and vested in accrued benefit.

50% of Accrued Benefit at the time of death reduced for
early retirement and 50% Joint and Survivor option. This
is payable at the time the Participant would have been
eligible for early retirement.

Member married to spouse at least one year at date of
death, not yet receiving a benefit and eligible for Early
Retirement.

Annuity payable to member's spouse under 50% Joint
and Survivor option as if member elected early
retirement immediately before death.

Member married to present spouse at least one year at
date of death, not yet receiving retirement benefits, and
eligible for deferred retirement.

Annuity payable to member's spouse under 50% Joint
and Survivor option as if member had retired
immediately before death.

Postretirement death
benefits

Upon death of a former employee who had completed at
least 10 years of service and was retired directly from
employment with the company after June 30, 1964,
there shall be paid to his or her named beneficiary the
sum of $5,000.

Form of benefits

= Automatic form for
unmarried participants

Life annuity payable monthly.

= Automatic form for
married participants

50% Joint and Survivor Annuity payable monthly
(actuarially reduced).
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= Optional forms *  Lump-sum payment (only if less than $5,000)
=  50% Joint and Survivor
= 75% Joint and Survivor
= 100% Joint and Survivor
= 10 Years Certain and Life

= Actuarial equivalence 1971 Group Annuity Mortality table for males with an
age set-back of three years for both sexes and an
assumed interest of 8%.

Miscellaneous

= Maximum compensation Compensation for any 12-month period used to
determine accrued benefits may not exceed the limits in
IRC Section 401(a)(17) for the calendar year in which
the 12-month period begins. This limit is indexed
annually. For 2011, the limit is $245,000.

=  Maximum benefits Annual benefits may not exceed the limits in IRC
Section 415. This limit is indexed annually. For 2011, the
limit is $195,000.

Plan provision changes since prior valuation
= None.
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Each employee is assumed to retire in accordance with the table of retirement rates. The

proportion of employees expected to retire at each potential retirement age is shown
below. The average retirement age is 62.

(A) (B) © (D) (B)
Probability Number Number of
Age of Retirement of lives Retirements (A) x (D)
55 5.00% 10,000 500 27,500
56 5.00% 9,500 475 26,600
57 5.00% 9,025 451 25,721
58 5.00% 8,574 429 24,864
59 5.00% 8,145 407 24,028
60 10.00% 7,738 774 46,427
61 10.00% 6,964 696 42,481
62 10.00% 6,268 627 38,859
63 10.00% 5,641 564 35,537
64 10.00% 5,077 508 32,491
65 100.00% 4,569 4,569 296,991
66 100.00% 0 0 0
67 100.00% 0 0 0
68 100.00% 0 0 0
69 100.00% 0 0 0
70 100.00% 0 0 0
Total 10,000 621,500
Average 62.15

The weighted average retirement age for all participants combined is the average of the

average retirement ages, weighted by the respective headcounts, as of the valuation
date. It should be noted that while only integral values are shown in the tables above,
the full content of each cell, including decimal portions, is used in the calculations.
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Actuarial assumptions

Discount rate sponsor elections

= Segment rates or full yield Segment rates
curve
= Look-back months 4
= First5 years 3.78%
= Next 15 years 6.31%
= QOver 20 years 6.57%
Mortality sponsor elections
= Healthy participants Section 430(h)(3) prescribed separate static

annuitant and nonannuitant mortality tables. These
tables are based on the RP-2000 mortality tables
projected with mortality improvement to the valuation
year plus 7 years for annuitants and 15 years for
non-annuitants based on Scale AA.

Other economic assumptions

= Salary increases Not applicable
= Social Security wage base Not applicable
= Expected investment return 8.25% per year for years 2009 through 2011
= Expenses Employer assumed to pay non-investment related
expenses.
Demographic assumptions
Withdrawal Annual termination rates are based on age. Sample
rates are as follows:
Age Termination Rate
25 14.4%
40 9.8
55 2.0
Retirement age Age Retirement Rate
55-59 5%
60-64 10%

65 and above 100%
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Schedule SB, Part V — Statement of Actuarial Assumptions/Methods

Benefit commencement age for

= Future vested deferred 65

= Current vested deferred 65

Spouse assumptions Male participants Female participants
= Percentage married 75% 75%

= Spouse age difference 3 years younger 3 years older
Form of payment Lump sum Single life 50% J&S
= Active retirements 0% 100% 0%

= Future vested deferred 0% 100% 0%

= Future deaths 0% 0% 100%

= Current vested deferred 0% 100% 0%

Unpredictable contingent event
assumptions

Not applicable
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Actuarial methods

Asset methods

The asset valuation method is an annual average of the adjusted market value over the
last 24 months preceding the valuation date. The adjusted market value is the market
value at each determination date adjusted to the valuation date based on actual cash
flows and expected interest at the lesser of the expected rate of return and the third
segment rate. This amount is adjusted to be no greater than 110 percent and no less
than 90 percent of the fair market value, as defined in IRC Section 430.

A characteristic of this asset method is that, over time, it is slightly more likely to produce
an actuarial value of assets that is less than the market value of assets than an actuarial
value that is greater than the market value.

Participant methods

Participants or former participants are included or excluded from the valuation as
described below:

= Participants included: The plan sponsor provides us with data on all employees as
of the valuation date, but only those employees who have completed the plan’s
eligibility requirements are included in the valuation of liabilities.

= Participants excluded: No actuarial liability is included for nonvested participants
who terminated prior to the valuation date.

= Insurance contracts: The plan does not have any insurance contracts.

= Annuity purchases: Annuities were purchased in the early 1990s for participants
who retired prior to 1992. Plan liabilities related to the pension benefits for these
participants were settled at that time.

Minimum funding methods

The funding target for minimum funding calculations is computed using the traditional
unit credit method of funding. The objective under this method is to fund each
participant’s benefits under the plan as they accrue. Thus, the total pension to which
each participant is expected to become entitled at retirement is broken down into units,
each associated with a year of past or future credited service.

A detailed description of the calculation follows:

= The plan’s valuation date is the beginning of the plan year.

= Anindividual's funding target is the present value of future benefits based on
credited service and average pay as of the beginning of the plan year, and an
individual's target normal cost is the present value of the benefit expected to accrue
in the plan year. If multiple decrements are used, the funding target and the target
normal cost for an individual is the sum of the component funding targets and target
normal costs associated with the various anticipated separation dates.
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= The plan’s target normal cost is the sum of the individual target normal costs, and
the plan’s funding target is the sum of the individual funding targets for all
participants under the plan.

Maximum deductible contribution method

Calculations of maximum deductible contributions include the excess of the funding
target computed using the projected unit credit method over the minimum funding target.
The objective of the projected unit credit method is to fund each participant’s benefits
under the plan as they accrue, taking into consideration expected future compensation
increases. Thus, the total pension to which each participant is expected to become
entitled at retirement is broken down into units, each associated with a year of past or
future credited service.

A detailed description of the calculation follows:

= Anindividual's projected funding target is the present value of benefits based on
credited service as of the beginning of the plan year and projected compensation
that would be used in the calculation of the benefit on each expected separation
date. If multiple decrements are used, the projected funding target for an individual is
the sum of the component projected funding targets associated with the various
anticipated separation dates.

= The plan’s projected funding target is the sum of the projected funding targets for
all participants under the plan. The excess of the plan’s projected funding target over
the plan’s funding target is included in the “cushion amount.”
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Department of the ?reagury

Internal Revenue Service This schedule is required to be filed under section 104 of the Employee

Oepartmentof Labor Retirement Income Security Act of 1974 (ERISA) and section 6059 of the This Form is Open to Public
Employse Benefits Securily Administration Internal Revenue Code (the Cede), Iﬁspecﬁ:ion
Pension Benefit Guaranty Corperation
» File as an attachment to Form 5500 or 5500-SF.

For calendar plan year 2011 or fiscal pian year beginning 01/01/2011 and ending 12/31/2011

» Round off amounts to nearest dollar.
P Caution: A penalty of $1,000 will be assessed for late filing of this report unless reasonable cause is established.

A Name of plan B  Three-digit
ptan number (PN) 4 001

PENSION PLAN OF HARLEYSVILLE GROUP INC.

{ Plan sponsor’s name as shown on line 2a of Form 5500 or 5500-SF D Employer Identification Number (EIN)
HARLEYSVILLE GROUP INC. 51-0241172
E Type of plan: @ Single D Multiple-A D Multiple-B | F Prior year plan size: I: 100 or fewer D 101-500 @ More than 500
Part | | Basic Information
1  Enter the valuation date: Month 1  Dpay 1 Year 2011
2 Assets: Ll
B MAKEE VAIUG oottt 2a 159,827,075
D AGLUBIIAI VBIUE oottt ettt ettt et e et 2b 146,867,916
3 Funding target/participant count breakdown: (1) Number of participants (2} Funding Target
a  For retired participants and beneficiaries receiving payment.......... 3a 1,166 83,950,886
b Forterminated vested participants ... 3b 1,705 59,952,725
C  For active participants: S BN R TR N
(1) Non-vested benefits........cowo oo, 3c{1) 688,249
(2) Vested DENEMIS ..ooviviiieci e ettt 3¢(2) 51,696,665
(3)  TOtAI BCHVE . .ev e oo 3¢(3) 52,384,914
G T8l s 3d 196,288,525
4  if the plan is in at-risk status, check the box and complete lines (a) and (b) .occoovvvviciicineiennnn, D e
a Funding target disregarding prescribed at-risk assumplions ... 4a

b Funding target reflecting at-risk assumptions, but disregarding transition rule for plans that have been in 4b
at-risk status for fewer than five consecutive years and disregarding loading factor...............coooiii

B B ErtiVE I S TG oo e 5 6.34 9

B T ArGOE MOTMAT COSE oo oo ettt ettt n e

Statement by Enrolied Actuary

To the best of my knowledge, the information supplied in this schedule and accompanying schedules, statements and attachments, if any, is complete and accurate. Each prescribed assumplion was applied in
accordance with applicable law and regulations. In my opinion, each olher assumption is reasonable {laking into account the experience of the plan and reasonable expectations) and such other assumptions, in

combination, offar my bast estimate of anticipaied experience under the plan.

SIGN
HERE Robut S. Eliag RsE Juwe & 201
Signature of actuary : s Date
ROBERT S. ELIAS, FSA 11-03160
Type or print name of actuary Most recent enrollment number
MERCER (215) 982-4600
Firm name Telephone number (including area code)

1717 ARCH STREET, 27TH FLOO

PHILADELPHIA PA 19102-2754
Address of the firm
If the actuary has not fully reflected any regulation or ruling promulgated under the statute in completing this schedule, check the box and see D
instructions
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500 or 5500-SF. Schedule SB (Form 5500) 2011

v.012611
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Part ] Beginning of year carryover and prefunding balances

(a) Carryover balance (b) Prefunding balance
7 Balance at beginning of prior year after applicable adjustments (line 13 from prior
WEAD) .ottt t ettt 0 0
"8 Portion elected for use to offset prior year’'s funding requirement (line 35 from
DEIOT WEAT} oottt oo ea bttt et 0 0
“ G Amount remaining (Iine 7 Minus N 8) ..o 0 0
10 Interest on fine 9 using prior year's actual return of __ 3 -1 L o) 0
11 Prior year's excess contributions to be added to prefunding balance: S
a Present value of excess contributions (line 38 from prior year) ..., o e 339,923
b interest on (a) using prior year's effective rate of 6.62 % except as
otherwise provided (S8 INSTUCHTONS) ... ivv oot 22,503
C Total available at beginning of current plan year to add to prefunding bafance............ S . 362,426
d Portion of (¢c) to be added to prefunding balance.........oooovevecoeee e, E 0
12 Other reductions in balances due to elections or deemed elections.................ccooo.... 0 0
13 Balance at beginning of current year (line 9 + iine 10 + line 11d —iine 12)..........o...... 0 0
“Partill | Funding percentages
T4 FUNGING target AHAINMENT PEICENTAGE «oov..iiiioove oo cest e eeebssss st RS £4ARE RS8R b 14 74.82 9
15 Adjusted funding target attaiNMEnt PEICENTAGR ..o.o.viii ittt ettt bbbt b bbb 15 74 .82 %
? 15 Prior year's funding percentage for purposes of determining whether carryover/prefunding balances may be used to reduce 16
 CUTTENE YEAT'S TUNAING FEGQUINEMIENT. c.ov it ios ettt stk bs st ea ettt e Lo b et s b esar s srsasnennsn s 80.00 %
‘? ? If the current value of the assets of the plan is less than 70 percent of the funding target, enter such percentage. ... 17 %
?art !V Contributions and liquidity shortfalls
18 Contﬂbuttons made to the plan for the plan year by employer(s) and employees:

{a) Date {b) Amount paid by (c) Amount paid by (a) Date (b) Amount paid by (c} Amount paid by
(MM-DD-YYYY) employer(s) employees (MM-DD-YYYY) employer(s) employees
03/16/2011 2,000,000
06/15/2011 2,000,000
09/15/2011 2,000,000
12/15/2011 2,000,000
03/15/2012 2,400,000

Totals - | 18(b) 10,400,000 18@) | e

19 D;sceunted employer contrzbat;ons - see instructions for small plan with a valuation date after the begmnmg of the year:

a Contributions allocated toward unpaid minimum required contributions from prior Years. ..o, 19a 0
b Contributions made to avoid restrictions adjusted to valuation date.........ocoiioieveeeeiiie e 19b 0
C Contributions allocated toward minimum required confribution for current year adjusted to valuation date.................... 19¢ 8,950,886
20 Quarterly contributions and liquidity shortfalls: :_ | .
- a Did the plan have a "funding shortfall” for the prior YEar? ... e s e @ Yes D No
b If 20a is “Yes,” were required quarterly installments for the current year made in a timely Manner? ... @ Yes D No

C If 20ais “Yes,” see instructions and complete the following table as applicable:

Liguidity shortfall as of end of quarter of this plan year
(1) 1st (2) 2nd {3) 3rd (4) 4th
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Part V Assumptions used to determine funding target and target normal cost

21

Discount rate:

a4 Segmentrates: 138t s7esgmenﬁty; ng s;efmen;} :zd ;e’?gmen;:}. D N/A, full yield curve used
b Applicable month (enter COAE} ...l e e, 21b
22 Weighted aVerage relif@MENT 08 «.o.ooiiov oot ieeeeeieeee e ess s s e eh e bbbttt 22 62
23 Mortality tabie(s) (see instructions) D Prescribed - combined @ Prescribed - separate j Substitute
Part VI |Miscellaneous items
24 Has a change been made in the non-prescribed actuarial assumptions for the current plan year? If “Yes,” see instructions regarding required
E2 Y= o3 AL £1=12 ) TR OO S U U S TP U O OO TP OO ORI D Yes @ No
25 Has a method change been made for the current plan year? If “Yes,” see instructions regarding required attachment. ... D Yes @ No
286 s the plan required to provide a Schedule of Active Participants? If “Yes," see instructions regarding required attachment. ..., E{j Yes U No
27 Ifthe plan is eligible for (and is using) alternative funding rules, enter applicable code and see instructions 27 - B
regarding atlaChmEnt e et
Part VII |Reconciliation of unpaid minimum required contributions for prior years
28 Unpaid minimum required contributions for @ll PrOT YRATS ... ...cooooiveeeviiiiiiieii 28 0
- 29 Discounted employer contributions allocated toward unpaid minimum required contributions from prior years 29
B 10 oo ettt e et e C
30 Remaining amount of unpaid minimum required contributions (line 28 Minus HiNE 29) ..o 30 0
‘Part VIl {Minimum required contribution for current year
31 Target normal cost and excess assets (see instructions):
8 TArget NOTMAI COST (N B ..ovivuirieiieeesieeseteese et eeee s ee et eee et st e e s sttt en et b 31a 0
b Excess assets, if applicable, but ot greater than 318 ..ot er st 31b 0
32 Amortization instaliments: Outstanding Balance Installment
a Net shortfall amortization INStaliment ... 49,420,604 9,832,956
b Waiver amortization INStAlMENt.......cooee e Q 0
33 If a waiver has been approved for this plan year, enter the date of the rgléng fetter granting the approval 33
e (Month Day Year _ )} and the waived amount ...
- 34 Total funding requirement before reftecting carryover/prefunding balances (lines 31a - 31b + 32a + 32b - 33)... 34 9,832,956
Carryover balance Prefunding balance Total balance
'35 Balances elected for use to offset funding
" FEGUITEMENT ..ot Ol 0 0
36 Additional cash requirement (IINe 34 MINUS HNE 35} oot s 36 9,832,956
37 C‘ontributions allocated toward minimum required contribution for current year adjusted to valuation date 37
(I TG oot 9,950,886
38 Present value of excess contributions for current year (see instructions)
a Total (excess, if any, 0f INE 37 OVET NG 38} «.o.ivvieriieceiee e ee ettt 38a 117,930
b Portion included in line 38a attributable to use of prefunding and funding standard carryover balances ........ 38b 0
39 Unpaid minimum required contribution for current year (excess, if any, of line 36 over line 37} ..., 39 0
40 Unpaid minimum required contribUtoNS fOF @l YEAIS ..ottt 40 0
Par{fs:IX Pension funding relief under Pension Relief Act of 2010 (see instructions)
- 41 If a shortfall amortization base is being amortized pursuant to an alternative amortization schedule:
L @ SChedUIR BIBCIEU Lo D 2 plus 7 years D 16 years
] : b Eligible plan year(s) for which the election in line 418 Was Made ... e u 2008 DZOOQ UZO1O u 2011
42 Amount of 2CCEIETAtIoN AAJUSTMENT ...\ oot sttt e 42
43 Excess installment acceleration amount to be carried over to future plan Years «......ccovoveeevriceiieecce e 43
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Schedule H, line 4i - Schedule of Assets (Held at End of Year)

Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name

Harl eysville Goup Inc

PN:

001

(@

(b) Identity of issue, borrower, lessor, or similar party

(c) Description of investment including maturity date,

rate of interest, collateral, par, or maturity value.

(d) Cost

(e) Current

value

Federal Farm Credit Bank

Par 900, 000
Int Rate 6.90%
Maturity 09/15

845, 775

1, 096, 803

Federal Farm Credit Bank

Par 720, 000
Int Rate 6.27%
Maturity 01/16

639, 331

868, 154

US Treasury Notes

Par 5, 000, 000
Int Rate 1.25%
Maturity 10/15

4, 835, 547

5,128, 125

US Treasury Notes

Par 1,000, 000
Int Rate 4.63%
Maturity 02/12

1,007, 812

1, 007, 150

US Treasury Notes

Par 3, 000, 000
Int Rate 2.00%
Maturity 11/13

3,002, 813

3,099, 030

US Treasury Notes

Par 1, 000, 000
Int Rate 2.38%
Maturity 08/ 14

998, 516

1, 053, 438

US Treasury Notes

Par 3,000, 000
Int Rate 2.38%
Maturity 09/ 14

3,004, 219

3, 165, 240
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Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name

Harl eysville Goup Inc

PN:

001

(@

(b) Identity of issue, borrower, lessor, or similar party

(c) Description of investment including maturity date,

rate of interest, collateral, par, or maturity value.

(d) Cost

(e) Current

value

US Treasury Notes

Par 1, 000, 000
Int Rate 3.13%
Maturity 10/ 16

1, 027, 656

1,108, 830

FHLMC REM C Series 3786

Par 1, 000, 000
Int Rate 4.00%
Maturity 08/35

1, 022, 187

1,072, 750

FHLMC REM C Series 2006- 46

Par 1, 000, 000
Int Rate 5.50%
Maturity 02/35

957, 188

1, 092, 386

FHLMC REM C Series 2810

Par 288, 215
Int Rate 6.00%
Maturity 06/ 33

289, 026

304, 000

FHLMC REM C Series 2949

Par 230, 531
Int Rate 5.50%
Maturity 12/ 30

228, 441

232, 805

FHLMC REM C Series 2773

Par 849, 811
Int Rate 4.50%
Maturity 04/24

752, 082

916, 280

FHLMC REM C Series 2840

Par 582,233
Int Rate 5.50%
Maturity 03/33

561, 923

604, 461
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Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name

Harl eysville Goup Inc

PN:

001

(@

(b) Identity of issue, borrower, lessor, or similar party

(c) Description of investment including maturity date,

rate of interest, collateral, par, or maturity value.

(d) Cost

(e) Current

value

FHLMC REM C Series 3104

Par 318, 098
Int Rate 5.00%
Maturity 01/29

314, 792

319, 194

AT&T | nc.

Par 500, 000
Int Rate 2.95%
Maturity 05/16

499, 090

521, 070

Anheuser Busch Cos. I nc

Par 500, 00
Int Rate 4.70%
Maturity 04/12

499, 675

505, 590

Atlantic Richfield Conpany

Par 300, 000
Int Rate 8.45%
Maturity 02/12

298, 914

302, 013

Burlington Northern Co

Par 690, 288
Int Rate 5.63%
Maturity 04/24

690, 288

780, 854

GNVA REM C Trust 2011-82

Par 1, 000, 000
Int Rate 3.25%
Maturity 02/37

1, 019, 688

1,047,722

Caterpillar Financial Services

Par 1,000, 000
Int Rate 1.90%
Maturity 12/12

998, 810

1,011, 700
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Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name

Harl eysville Goup Inc

PN:

001

(@

(b) Identity of issue, borrower, lessor, or similar party

(c) Description of investment including maturity date,

rate of interest, collateral, par, or maturity value.

(d) Cost

(e) Current

value

Cent erpoi nt Energy Transit

Par 500, 000
Int Rate 5.09%
Maturity 08/15

499, 982

530, 388

Chevron Corp.

Par 500, 000
Int Rate 3.95%
Maturity 03/14

499, 080

534, 700

Coca Col a Co.

Par 500, 000
Int Rate 3.63%
Maturity 03/14

497, 725

532, 260

Continental Airlines Pass Thru

Par 393, 127
Int Rate 6.90%
Maturity 01/18

393, 127

409, 323

Cooper US Inc

Par 500, 000
Int Rate 2.38%
Maturity 01/16

499, 085

509, 405

General Electric Capital Corp. ned

Par 500, 000
Int Rate 5.50%
Maturity 9/16

497, 500

499, 855

I nternational Business Machi nes

Par 500, 000
Int Rate 1.00%
Maturity 08/13

497, 955

503, 935




Attachment to 2011 Form 5500
Schedule H, line 4i - Schedule of Assets (Held at End of Year)

Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name

Harl eysville Goup Inc

PN:

001

(@

(b) Identity of issue, borrower, lessor, or similar party

(c) Description of investment including maturity date,

rate of interest, collateral, par, or maturity value.

(d) Cost

(e) Current

value

JCP&L

Par 1, 000, 000
Int Rate 5.41%
Maturity 9/14

999, 603

1,072, 886

Merck & Co Inc New

Par 500, 000
Int Rate 2.25%
Maturity 01/16

498, 795

518, 828

Pepsico I nc

Par 500, 000
Int Rate 3.75%
Maturity 03/14

498, 940

531, 625

Pfizer Inc

Par 500, 000
Int Rate 5.35%
Maturity 03/15

499, 375

565, 595

P&E Energy FDG 2005-2

Par 250, 000
Int Rate 5.12%
Maturity 12/14

249, 949

256, 657

Stanford Leland Jr Univ

Par 1, 000, 000
Int Rate 4.25%
Maturity 05/16

1, 084, 070

1,125,910

Sysco Corp

Par 500, 000
Int Rate 4.20%
Maturity 02/13

499, 175

518, 675




Attachment to 2011 Form 5500
Schedule H, line 4i - Schedule of Assets (Held at End of Year)

Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name Harl eysville Group Inc PN: 001
(c) Description of investment including maturity date, (e) Current

(a) (b) Identity of issue, borrower, lessor, or similar party rate of interest, collateral, par, or maturity value. (d) Cost value
Par 250, 000
Int Rate 5.13%
Maturity 01/13

* |Target Corp 249, 185 261, 690
Par 500, 000
Int Rate 2.88%
Maturity 04/15

* |wval-Mart Stores Inc 496, 545 529, 960
Par 500, 000
Int Rate 1.38%
Maturity 09/ 16

* |3M Co. 495, 780 504, 290
Shares 3,242,548

* |vanguard Institutional Total Stock 62, 710, 291 91, 828,973
Shsres 287, 015

* |Vanguard FTSE All Wrld Ex US Fund 22,888, 307 22, 309, 697
Shares 100

* | her investnents 613, 987 23,764
Par 499, 000
Int Rate 2. 00%
Maturity 11/ 36

* |GNVA REM C Trust 2011-112 496, 349 509, 663




Attachment to 2011 Form 5500
Schedule H, line 4i - Schedule of Assets (Held at End of Year)

Plan Name Pension Plan of Harleysville Goup Inc and Associ ated EnplEiNer $1- 0241172

Plan Sponsor's Name Harl eysville Group Inc PN: 001
(c) Description of investment including maturity date, (e) Current
(a) (b) Identity of issue, borrower, lessor, or similar party rate of interest, collateral, par, or maturity value. (d) Cost value
Par 500, 000

Int Rate 1.63%
Maturity 03/14

* |Cisco Systens Inc. 499, 405 509, 370

Par 500, 000
Int Rate 2.63%
Maturity 05/17

* | Col gate Pal nmolive Co 497, 800 528, 995

Par 1, 000, 000
Int Rate 1.30%
Maturity 06/ 14

* | Danaher Corp. 999, 180 1, 014, 375

Par 1,000, 000
Int Rate 2.25%
Maturity 06/ 16

* |Deere John Capital Corp 998, 030 1, 027, 310

Par 500, 000
Int rate 1.38%
Maturity 01/15

* |General Dynamics Corp 499, 200 505, 465

Par 1, 000, 000
Int Rate 2.15%
Maturity 05/16

* |Johnson & Johnson 996, 950 1,042, 960




