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Harleysville was one of the first regional companies to use
predictive modeling, making us the leader among our regional
peers. Today, we are modeling more than 80 percent of our
commercial business—both new and renewal. Ultimately, this
tool will enhance our efforts to compete aggressively for our
agency partners best business and retain our most profitable
business.

Those efforts are being supported further by advance-
ments in technology we’re introducing to make it even
easier for our agency partners to transact business with us.

To that end, throughout the year we continued to roll out
accessHarleysville®™, our new commercial and personal lines
policy administration systems, to replace a dozen existing
systems. As we complete the full rollout of these systems—
which were developed with significant agent input and
involvement—our agency partners will benefit from the
enhanced ease of doing business these systems will provide
for the rating, quoting and issuing of business.

These systems work in tandem with our introduction of
new products for the small business market (we define that
as less than $25,000 in written premium), which is less price-
sensitive, and generates better loss ratios and retention levels.
Not only are these new systems making it easier for our agents
to write this type of business with us today but, going forward,
this advanced technology will provide our organization much
greater flexibility to expand into new geographies, and to offer

new products and services quickly and effectively.

Strengthening our partnerships

At the heart of our success is the relationship we have with
our independent agency partners—a partnership that is
supported and strengthened by a field organizational struc-
ture that places resources and decision-making closer to the

point of sale, and provides us with greater access to our

agency partners best business. Evidence of the trust our
agents place in Harleysville—and their commitment to bring
us quality business—is clearly reflected in the strong reten-
tion rates we continue to see in both commercial and personal
lines. Our exceptionally strong agency relationships truly have
differentiated us among the competition and, as a result,

have helped us be successful in a diflicult marketplace.

We work especially hard to ensure we enjoy a top ranking
with our highest-performing producers. That ranking means
we often get the first look at their most profitable business
because of the value they place on our relationship. The
quality of our claims service also helps us stand out from the
competition and is an important factor in our agents’ decision
to choose our company for their customers. We will continue
to build on our already solid agency partnerships, which are
particularly important in a soft market, where those relation-
ships are a differentiator and, we believe, will be a strategic
advantage for Harleysville going forward.

It’s because of all the efforts outlined in this letter—
coupled with the ongoing dedication of our “Good people
to know”—both employees and agents—that Harleysville is
positioned as a formidable franchise that can compete with
anyone in the industry. And for that, I want to personally
thank them, and our policyholders and investors who
continue to support us. We are confident we can build on
our successes, and deliver continued superior results in

2009 and beyond.

Sincerely,

Michael L. Browne
President and Chief Executive Officer
March 10, 2009





