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Harleysville Group Inc.Harleysville Group Inc.

“Safe Harbor” Statement
Certain of the statements contained herein (other than statements of 
historical facts) are forward-looking statements. Such forward-looking 
statements are made pursuant to the safe harbor provisions of the 
Private Securities Litigation Reform Act of 1995 and include estimates 
and assumptions related to economic, competitive and legislative
developments. These forward-looking statements are subject to change 
and uncertainty that are, in many instances, beyond the company’s control 
and have been made based upon management’s expectations and beliefs 
concerning future developments and their potential effect on Harleysville 
Group Inc. There can be no assurance that future developments will be 
in accordance with management’s expectations so that the effect of 
future developments on Harleysville Group will be those anticipated by 
management. Actual financial results including operating return on equity, 
premium growth and underwriting results could differ materially from 
those anticipated by Harleysville Group depending on the outcome of 
certain factors, which may include changes in property and casualty loss 
trends and reserves; catastrophe losses; the insurance product pricing 
environment; changes in applicable law; government regulation and 
changes therein that may impede the ability to charge adequate rates; 
changes in accounting principles; performance of the financial markets; 
fluctuations in interest rates; availability and price of reinsurance; and 
the status of the labor markets in which the company operates.
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Harleysville: A leader among 
super-regional insurance companies

Harleysville: A leader among 
super-regional insurance companies

Harleysville Profile

 $1.1 billion in annualized premiums

 $1.2 billion in policyholder surplus

 80% commercial lines, 
20% personal lines

 1,579 employees

 Distribution through
1,346 independent
agencies
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(as of September 2009)
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Business Mix

Commercial Lines 80% Personal Lines 20%

WC 
10%
WC 
10%

CMP
38%
CMP
38%

Auto
22%
Auto
22%

Other CL
10%

Other CL
10%

Auto 10%Auto 10%

Home 9%Home 9%

Other PL 1%

Harleysville Group YTD NWP through 9/30/09

Senior Management Team

Michael Browne – CEO

 Rob Kauffman – Legal

 John Keefe – Corporate 
Development

 Ted Majewski – Personal Lines

 Kevin Toth – Chief Underwriting 
Officer

 Akhil Tripathi – IT & Services

 Jonathan Young – Claims

 Allan Becker – Actuarial

 Art Chandler – Financial

 Tom Clark – Field Operations

 Mark Cummins – Investments

 Donna Dever – Development 
& Process Improvement

 Beth Friel – Human Resources
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Corporate Strategy

 Focus on the basics – underwriting, claims, service and productivity 

 Build and leverage strong relationships with our agents

 Secure our agents’ quality, core business and produce profitable
growth

 Provide excellent service in all areas of the company, including
proficient underwriting and proactive claims handling 

 Utilize leading technology – ease of doing business

 Employ outstanding, high-performing people

 Manage loss costs, loss adjustment expenses and underwriting 
expenses

 Sustain a strong balance sheet and a high-quality investment 
portfolio

What differentiates Harleysville?
 Solid balance sheet

– High-quality investment portfolio
– Proactive capital management 

 Strong financial performance
 Technology/Ease of doing business
 Commercial lines underwriting philosophy

– Predictive modeling
 Claims handling approach
 Strong partnership with agencies
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Strong Profitability and 
Operating ROE

2004 2005 2006 2007 2008 9/30/09*

11.0%11.0%

13.0%13.0%
13.8%13.8%

11.9%11.9%

*Trailing 12 months

12.9%12.9%

7.4%7.4%

What differentiates Harleysville?

Strong balance sheet

What differentiates Harleysville?

Strong balance sheet
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Strong Balance Sheet

 Premium-to-surplus ratio of 1.3:1

 Debt-to-capital ratio of 15%

 Strong reserve position

 Strong catastrophe management program

 High-quality investment portfolio

Harleysville Group at 9/30/09

Change
2004 to

2004 2008 3Q 2009 3Q 2009

Cash and invested assets $2,683.3 $3,283.1 $3,474.9 30%

Net loss and LAE reserves $1,646.0 $2,005.5 $2,004.5 22%

Policyholder surplus $818.8 $1,095.6 $1,194.1 46%

Premium-to-surplus ratio 1.44 1.03 0.90

Statutory Balance Sheet Metrics
Consolidated P&C Operations
(Dollars in millions)
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What differentiates Harleysville?

High-quality investment portfolio

What differentiates Harleysville?

High-quality investment portfolio
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Asset Allocation

Tax-exempt 
municipals 40% U.S. government

and agency
securities 4%

Corporates 
31%

Short-term
investments 3%

Mortgage-backed
securities 15%

Equity
securities 7%

Harleysville Group at 9/30/09
Market Value: $2.5 billion

High-quality investment mix with average credit quality of Aa2/AA+

Fixed Maturity Characteristics

Market value $2.4 billion

Market/book value 105.8%

Unrealized gains $129.7 million

Book yield (pretax) 4.65% 

Book yield (after-tax) 3.54%

Average life 5.0 years

Effective duration 4.2 years

Liability duration 3.0 years

Average quality Aa2/AA+

Harleysville Group at 9/30/09



9

Fixed Maturity Portfolio Quality

Aaa
38.7%
Aaa

38.7%

Aa
43.4%

Aa
43.4%

A
15.3%

A
15.3%

Below A
2.6%

Below A
2.6%

97% of our fixed maturity investments are rated “A” or 
better by Moody’s

Harleysville Group at 9/30/09

What differentiates Harleysville?

Proactive capital management

What differentiates Harleysville?

Proactive capital management



10

 Dividend increase of 8% to $1.30 per share from $1.20 per 
share on annualized basis announced in July 2009; increased 
more than 70% over last three years

 Dividend paid every quarter and increased every year during 
23 years as public company

 Repurchased nearly 17% of outstanding shares since 
June 2007

 Additional $25 million share repurchase authorized in 
July 2009

Proactive Capital Management

Actions reflect confidence in strength of company’s financial 
position and considerable potential for future profitable growth

Dividend Continues Upward Growth
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What differentiates Harleysville?

Strong financial performance

What differentiates Harleysville?

Strong financial performance

Strong Profitability and 
Operating ROE

2004 2005 2006 2007 2008 9/30/09*

11.0%11.0%

13.0%13.0%
13.8%13.8%

11.9%11.9%

*Trailing 12 months

12.9%12.9%

7.4%7.4%
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104.8%
101.4%

96.9% 95.6% 96.9%
99.1%
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2004 2005 2006 2007 2008 YTD
9/30/09

Historical Combined Ratio
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Harleysville Group – Total lines
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Profitable for 19 of the last 21 quarters

*Includes 25 points of catastrophe losses

*

Harleysville Group combined ratio
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What differentiates Harleysville?

Technology/Ease of doing business

What differentiates Harleysville?

Technology/Ease of doing business

1. Create ease of doing business for agents

2. Implement Web-based, real-time policy 
management systems for real-time rating, 
quoting and policy issue from anywhere at 
anytime

3. Institutionalize underwriting analytics 
capabilities including predictive modeling 
and underwriting rules engine

Technology Transformation

Three-year IT strategy developed in 2005, 
updated in 2008; continue to execute to plan



15

Technology Recognition

 2009: Ranked #7 in U.S. for innovative use 
of technology
– InformationWeek

 2009: Premier 100 Technology Leader
– Computerworld

 2008: INNovators Award
– Insurance Networking News

 2008: Elite 8
– Insurance & Technology

 2008: IT All-Stars
– Tech Decisions

What differentiates Harleysville?

Commercial lines underwriting 
philosophy and predictive modeling

What differentiates Harleysville?

Commercial lines underwriting 
philosophy and predictive modeling



16

Underwriting and Product 
Management Summary

Focus on business with better margins

 Small account focus

 Book management through use of predictive 
modeling

 Will not write middle-market business at 
inadequate prices

 Commercial inland marine

 Human services

Account Mix Emphasizes 
Small Business

Percentage of accounts Percentage of premium

94%94%

6%6%

52%52%

48%48%

Accounts less than $25,000

Accounts greater than $25,000

Consolidated DWP at September 2009

Avg. prem. $4KAvg. prem. $4K

Avg. prem. $53KAvg. prem. $53K



17

Middle-market approach:

 Underwriting talent
– Segmented underwriting staff
– Collaborative approach

 Pricing discipline
– Predictive modeling
– Underwriting tools
– Price monitors

 Valued services
– Risk management services (UW, claims, risk

control, agent)

Commercial Lines Risk Selection 
and Pricing

Small business:

 Underwriting efficiency
– Low-touch process
– Portfolio management

 Underwriting consistency
– Minimize variation

 Accurate pricing

 Ease of doing business

Predictive 
modeling

Underwriting 
rules engine

Commercial Lines Risk Selection 
and Pricing
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Understanding Predictive Modeling

Data sources
Model 

construction Segmentation
Underwriting 

decision

External data

Internal data

Data mining Evaluate
book

Refined pricing /
Underwriting action

Accurate pricing (Loss ratio)
 Quantified differentiation of risk quality

 Road map for navigating through soft market

 Avoid adverse selection

 Flexibility to adjust quickly as conditions change

Underwriting efficiency/consistency (Expense ratio)
 Real-time risk evaluation

 Real-time price indication

 Objectivity drives consistency

Ease of doing business (Production)
 Product / price / technology

Benefits of Predictive Modeling
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Loss ratio improvement through:

 Pricing on higher decile business

 Underwriter initiated non-renewals

 Fewer pricing exceptions on all deciles

 Avoid under-priced new business

 Focus on small business

Use of Predictive Modeling

1 2 3 4 5 6 7 8 9 10
Decile

Fr
eq

ue
nc

y

Strength of the Model – Current Year Claim Frequency on Renewal Policies

Frequency defined as number of claims per $1,000 of premium

Predictive Modeling Example –
Business Owners
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*Reflects 12-month rolling results as of March 2009

Renewal Price Changes by Decile*

Predictive Modeling Example –
Business Owners

1 2 3 4 5 6 7 8 9 10
Decile

Total book <$25K

What differentiates Harleysville?

Claims handling approach

What differentiates Harleysville?

Claims handling approach
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Claims Handling Approach

 Claims offers approximately 60,000 opportunities 
each year to service customers, and control 
associated expenses

 Four regional claims service centers within 
corporate operating footprint

 Line of business specialization

 Field specialists supported by technical 
consultants for complex/specialized cases

 All claims submitted via central claims unit; 
promotes quick resolution or assignment

A Multi-Disciplinary Approach to Claims

Casualty 
claims

Casualty 
claims

ClaimsClaims

UnderwritingUnderwriting

ActuarialActuarial

Loss controlLoss control

TrainingTraining

LegalLegal

Profit centerProfit center

FinanceFinance
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What differentiates Harleysville?

Strong partnership with agencies

What differentiates Harleysville?

Strong partnership with agencies

Regional Presence Aligned with 
Business Opportunities

 Regional field structure improves managerial oversight, 
accountability and responsiveness to the agent

 Seasoned regional management teams with strong 
working knowledge of respective territories

 Upgraded underwriting/sales expertise and redeployed 
closer to “point of sale”

 Underwriting offices in Atlanta, Chicago and Charlotte 
strengthen our foothold in these territories

 Physical presence and responsive field underwriting 
continue to enhance agency relationships
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Relationships Drive Opportunities

 Strong presence in our agencies gives 
us look at best business

 Highly visible field staff; continually 
identifying new product, program and 
niche market opportunities

Future Leverage Points

Management 
team

Balance sheetClaims 
management

Technology/Ease 
of doing business

Predictive 
modeling

Regional 
approach

Investment
portfolio

Quality
 EPS

Quality
 EPS

Quality
 EPS

Capital
management 

Agent 
relationships
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