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 ITEM 8.01 OTHER EVENTS. 
 

On June 21, 2006, the parent of Harleysville Group Inc. (the “Registrant”), Harleysville 
Mutual Insurance Company, and their subsidiaries (collectively the “Companies”) renewed their 
property/catastrophe reinsurance coverage for the period from July 1, 2006 through June 30, 
2007.  Under the new reinsurance treaty, the Companies are purchasing higher coverage limits 
while increasing their retention levels and co-participation, which will result in increased 
exposure for the Companies to significant catastrophes as compared to the exposure under the 
treaty that expires on June 30, 2006.  The Companies are making these coverage changes as a 
result of changes in the market for catastrophe reinsurance and new catastrophe models that 
produce greater estimates of hurricane severity in the northeastern United States for the covered 
period.   Annual retentions and limits on the expiring and new treaties are set forth below: 

 
NEW PROGRAM FOR 2006-2007 

 
Retention:  $40 million 

 
Coverage for Losses 

EXPIRING PROGRAM FOR 2005-2006 
 

Retention:  $30 million 
 

Coverage for Losses 
65 % of losses between $40 and $60 million 85% of losses between $30 and $60 million 
70% of losses between $60 and $100 million 90% of losses between $60 and $100 million 
85% of losses between $100 and $200 million 100% of losses between $100 and $200 million 
50% of losses between $200 and $235 million 100% of losses between $200 and $235 million 
20% of losses between $235 and $285 million N/A 

 
 The maximum recovery under the new treaty is $153.5 million; under the expiring treaty 

it was $196.5 million.  The Registrant’s pooling share of this maximum recovery would be 
$110.5 million, compared to a maximum recovery of $141.5 million under the expiring treaty.  
Both the new treaty and the expiring treaty include reinstatement provisions providing for 
coverage for a second catastrophe and requiring payment of additional premium in the event of a 
first catastrophe occurs.  The net ceded premium for the new treaty will be approximately $4.8 
million more than the net ceded premium for the expiring treaty.  The Registrant’s pooling share 
of this increased premium will be approximately $1.75 million for the 2006 portion of the 
covered period.  

 
 To effectively manage enterprise risk, including the Registrant’s increased exposure to 
significant catastrophes, the Registrant has also reduced its risk exposure from the possibility of 
adverse events in the equity markets by reducing its holding of equity investments by 
approximately $120 million, which will be invested in fixed-maturity investments.  As a result, 
the Registrant expects after-tax realized capital gains of between $0.77 and $0.82 per share for 
the second quarter of 2006.   
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