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= DONEGAL.

GROUP INC.

NOTICE OF THE ANNUAL MEETING OF STOCKHOLDERS
WE WILL HOLD ON APRIL 16, 2015

To the Stockholders of
DONEGAL GROUP INC.:

We will hold our 2015 annual meeting of stockhotd@ur “2015 Annual Meeting”) at 10:00 a.m., lotiale, on Thursday, April 16,
2015, at the Heritage Hotel Lancaster, 500 CerlterRioad, Lancaster, Pennsylvania 17601. At oub2&inual Meeting, our stockholders
will act on the following items of stockholder bosss:

» The election of four nominees to serve as Class&tbrs, each for a term of three years and timtir respective successors take
office;

» The approval of our 2015 equity incentive plandorployees so that we will have sufficient shareslalile under our equity
incentive plans to continue this incentive compénaglan for our employee

» The approval of our 2015 equity incentive plandectors so that we will have sufficient shareaikable under our equity incentive
plans to continue this incentive compensation fdamur directors; an

» The ratification of the appointment by our auditrpoittee of KPMG LLP to serve as our independenisteged public accounting
firm for our fiscal year ending December 31, 2C

Our advance notice By-laws require that our stoldkdrs submit to us, not later than 90 days prigheofirst anniversary of the date on
which we first mailed our proxy statement to staulklers for our prior year's annual meeting of stuaklers, detailed information regarding
any nomination by a stockholder of a candidateefection as a director or any proposal by a stolcidraf any other item of stockholder
business a stockholder wishes our stockholdersrsider at our next forthcoming annual meetingto€lsholders. That date was
December 17, 2014 with respect to our 2015 Annuséting and is December 16, 2015 with respect t@06L6 annual meeting of
stockholders. No stockholder made a proposal veispect to our 2015 Annual Meeting.

Therefore, under applicable law and our By-lawsyuat2015 Annual Meeting:

» no stockholder may validly present a nominatioa eandidate for election as a Class B directoratidly propose any other item of
stockholder business; a

» we will not conduct a vote of our stockholders o #em of stockholder business other than thasastof stockholder business we
describe above and in our accompanying proxy see!

Our board of directors has established the clodrisihess on March 2, 2015 as the record datdhéodetermination of the holders of
our Class A common stock and for the determinatiothe holders of our Class B common stock entittedotice of, and to vote at, our 2015
Annual Meeting. Our certificate of incorporationegonot authorize cumulative voting in the electbour directors.

We include our 2014 Annual Report to stockholdeith ¥his notice of our 2015 Annual Meeting and puoxy statement relating to our
2015 Annual Meeting. We also enclose a proxy cargdu to sign, date and return in the accompangosiage-prepaid envelope that you
may use to vote by proxy at our 2015 Annual Meetl
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Please return your completed and duly signed peaxgt, whether or not you expect to attend our 28dBbual Meeting in person, by
mail, or vote by telephone or via the Internet &sdescribe on the accompanying proxy card.

By order of our board of directors,

Donald H. Nikolaus, Kevin G. Burke,

President and Chairman of the Board Executive Vice President, Chief Operating
Officer and Acting Chief Executive Officer

March 16, 2015
Marietta, Pennsylvani
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Important Notice Regarding the Availability of Our Proxy Materials for
Our 2015 Annual Meeting We Will Hold on April 16, 2015

This document includes our proxy statement for20i5 Annual Meeting and our 2014 Annual Reportdalsholders as well as our
notice of our 2015 Annual Meeting. You may alsowieach of these documents on the Internet at wvaxywote.com No information on
our website other than this proxy statement for2lir5 Annual Meeting and our 2014 Annual Reposttezkholders constitutes a part of our
proxy solicitation materials for our 2015 Annual &img or part of our 2014 Annual Report to our ktaxiders.
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DONEGAL GROUP INC.
PROXY STATEMENT

Introduction

This proxy statement contains information relatiogur 2015 Annual Meeting. We will hold our 2018rual Meeting on Thursday,
April 16, 2015, at 10:00 a.m., local time, at therithge Hotel Lancaster, 500 Centerville Road, kater, Pennsylvania 17601.

On March 16, 2015, we mailed to our stockholdemneobrd at the close of business on March 2, 2hiE5roxy statement, an
accompanying form of proxy card and return envelapgvell as our 2014 Annual Report to stockholdeus “2014 Annual Report”). Our
mailing also included a postage-prepaid envelopgdar convenience in returning your proxy caratw transfer agent, unless you prefer to
vote in person, by telephone or via the Interned. &k stockholders to return their completed pieadgs to us whether or not they expect to
attend our 2015 Annual Meeting in person.

We will pay the costs of preparing and mailing ptoxy materials to our stockholders for our 20158al Meeting and making those
materials available for our stockholders to viewtlom Internet. We will, upon request, reimbursekbre, nominees, fiduciaries, custodians
and other record holders for their reasonable esgmin forwarding our proxy solicitation materifds our 2015 Annual Meeting to the
beneficial owners of our Class A common stock anthé beneficial owners of our Class B common sfockvhom such persons serve as
record holders. We may also solicit proxies fromnestockholders in person, by mail, e-mail, teleghor other means of communication
through our directors, officers and regular empé&sy/@hom we do not employ specifically for proxyisitdtion purposes and none of whom
will receive any additional compensation for penfiarg such services.

Summary of Our 2014 Performanc

For 2014, our total revenues increased 7.2%, andeilincome and net income per diluted Class Aesacreased 44.8% and 46.1%,
respectively, compared to 2013. The following tadépicts our total revenues, net income, net incpenaliluted Class A share and net
income per Class B share for the years ended Desre®ih 2014, 2013 and 2012. For further informatiea refer you to the financial
statements included in our 2014 Annual Report, ivle have mailed to you simultaneously with thelimgiof this proxy statement.

Year Ended December 3:

2014 2013 2012
Total revenues $586.5 millior $547.1 millior $515.0 millior
Net income $14.5 millior $26.3 millior $23.1 millior
Net income per diluted Class A shi $0.5¢ $1.02 $0.91
Net income per Class B she $0.4¢ $0.9¢ $0.8:

We use the following defined terms relating toaus, subsidiaries and our affiliates in this proxgtement:

* “Annual Meetin(" or “2015 Annual Meetin” means our annual meeting of stockholders that Wehald on April 16, 2015
* “Annual Repor” or“2014 Annual Repa” means our Annual Report to stockholders for 2

» “Atlantic State” means Atlantic States Insurance Comp:

» “DFSC’" means Donegal Financial Services Corporal

* “DGI,” “we.” “u<” or “our’ means Donegal Group In

+ “DGICA” means our Class A common sto
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» “DGICB” means our Class B common sto

» “Donegal Mutu¢” means Donegal Mutual Insurance Compe
e “Le Mar¢” means Le Mars Insurance Compa

e “MICO” means Michigan Insurance Compa

* “Peninsul” means the Peninsula Insurance Gr¢

e “SEC" means the Securities and Exchange Commis

» “Sheboyga’ means Sheboygan Falls Insurance Comp

e “Souther” means Southern Insurance Company of Virginia;
» “UCB” means Union Community Ban

(ii)



Table of Contents

CONTENTS
Page
PROXY STATEMENT i
Introduction i
Summary of Our 2014 Performan i
OUR 2015 ANNUAL MEETING 1
What is the agenda for our 2015 Annual Meeti 1
What is the effect of our advance notice-laws? 1
What is the quorum requirement for the conductusiibess at our 2015 Annual Meeti 2
What is the order of business at our 2015 Annuadtiig? 2
Who is entitled to notice of, and who may votecai; 2015 Annual Meeting 2
Which of the items of stockholder business we wolhduct at our 2015 Annual Meeting do we considatine and which do we
consider no-routine? 4
What percentage of the aggregate voting power obaotstanding shares of Class A common stock am@wtstanding shares of
Class B common stock is necessary to approveehesiof stockholder business on which our stockhslaél consider and
vote at our 2015 Annual Meetini 4
Quorum and Broker N¢-Votes 5
What voting rights do our stockholders ha 5
How do you vote the DGI shares you own that arésteged in your name 6
How do you vote the DGI shares you own that arésteged in street namt 7
How does our board of directors recommend our $tolclers vote at our 2015 Annual Meetir 7
May you change your vote after you have voted loxpbut before the commencement of voting at od52@nnual Meeting' 8
CERTAIN BENEFICIAL OWNERS OF OUR CLASS A COMMON ST@X AND OUR CLASS B COMMON STOC} 9
Beneficial Owners of 5% or More of DGICA or DGIC 9
The Ownership by Our Directors and Executive Offcef Our Stocl 10
Section 16(a) Beneficial Ownership Reporting Coanptie 11
THE RELATIONSHIP OF DONEGAL MUTUAL AND DGl 11
Introduction 11
The Development of DC 12
Our Recapitalization in 20C 13
The Continuing Relationship of Donegal Mutual an@ll 14
Our Strategy to Maximize Stockholder Val 14
The Coordinating Committe 15
Inter-Company Transactior 16
Union Community Banl| 17
The Risk Management Committ 18
CORPORATE GOVERNANCE 19
The Composition of Our Board of Directc 19
The Committees of Our Board of Directt 20
The Executive Committe 20
The Audit Committes 21
The Nominating Committe 21
The Compensation Committ 21
The Special Committe 22

(iii)



Table of Contents

Page
Compensation Committee Interlocks and Insider Eiggtion 22
Related Person Transactic 22
Our Code of Business Conduct and Etl 23

EXECUTIVE COMPENSATION DISCUSSION AND ANALYSI¢ 24
Executive Summar 24
Summary of the 2014 Compensation of Our Named BkexOfficers 24
Director Compensatio 26
Our Compensation Philosophy and Risk Managemensi@erations 29
Employment and Change of Control Agreeme 30
Potential Payments to Our Named Executive Offitgyen Termination or Chan-of-Control 32
Our Compensation Proce 35
Limitations on the Deductibility of Compensati 36
Our Cash Incentive Bonus Pl 36
Other Aspects of Our Compensation Philoso 36

Other Benefit: 36

Perquisites 36
Summary Compensation Tat 37
Grants of Pla-Based Award: 38
Stock Incentive Plar 38
Outstanding Equity Awards at December 31, 2 40
Option Exercises and Stock Ves 41
Pension Benefit 41
Non-Qualified Deferred Compensatis 41
Limitation of Liability and Indemnificatior 41
Report of the Compensation Committees of Donegauilitand DGI 42
Equity Compensation Plan Informati 42

PROPOSAL +ELECTION OF CLASS B DIRECTOR 43
Introduction 43
Nominations 43
Our Nominating Procedure 43
The Role of the Nominating Committee of Our Boafdwectors 44
Our Nominees for Election as Class B Direc! 45
Our Class C Directors and Class A Directors Whd Wintinue as Directors After Our 2015 Annual Maegi 45

PROPOSAL -~ APPROVAL OF OUR 2015 EQUITY INCENTIVE PLAN FOR EMRLYEES 48
Description of Our 2015 Equity Incentive Plan fanployees 48

Purpose 48
Grants 48
Administration 49
Option Agreement 49
Transferability 50
Incentive Options and N+Qualified Options 50
Amendment and Terminatic 50

(iv)



Table of Contents

Page
Federal Income Tax Consequences 51
Tax Withholding 51
Potential Dilutive Effect of Stock Optior 51
PROPOSAL - APPROVAL OF OUR 2015 EQUITY INCENTIVE PLAN FOR DIRETORS 52
Description of Our 2015 Equity Incentive Plan fardators 52
Purpose 52
Grants 52
Restricted Stock Awarc 53
Nonr-Qualified Stock Option 53
Transferability 53
Amendment and Terminatic 54
Federal Income Tax Consequen 54
Tax Withholding 54
Potential Dilutive Effect of Stock Optior 54
PROPOSAL 4 RATIFICATION OF THE APPOINTMENT BY OUR AUDIT COMMITTEE OF KPMG LLP TO SERVE AS OU
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR)25 54
AUDIT AND NON-AUDIT FEES 55
Report of Our Audit Committe 55
STOCKHOLDER PROPOSALS FOR OUR 2016 ANNUAL MEETINGGTOCKHOLDERS 57
HOUSEHOLDING 58
DIRECTOR- STOCKHOLDER COMMUNICATIONS 59
OTHER MATTERS 59
APPENDICES:
A Form of 2015 Equity Incentive Plan for Bloyees A-1
B Form of 2015 Equity Incentive Plan for&itors B-1

Unless we otherwise expressly indicate, all offthencial information we include or incorporate t@ference in this proxy statement for
our 2015 Annual Meeting relates to our 2014 figeadr. Our 2014 fiscal year began on January 1, 2d0#i4ended on December 31, 2014.

v)



Table of Contents

OUR 2015 ANNUAL MEETING

In accordance with this proxy statement, our badidirectors solicits proxies from our stockholdfgsuse in connection with our 2015
Annual Meeting and any adjournment or postponerakatr 2015 Annual Meeting. We will hold our 201Brual Meeting at 10:00 a.m.,
local time, on April 16, 2015 at the Heritage Hdtahcaster, 500 Centerville Road, Lancaster, Pdwasia 17601.

What is the agenda for our 2015 Annual Meeting?
At our 2015 Annual Meeting, our stockholders withsider and act upon the following four items aickholder business:

» our proposal to elect our four nominees to serv€lass B directors for a term of three years arid their respective successors take
office;

» our proposal to approve our 2015 equity incentia fior employees
» our proposal to approve our 2015 equity incentiaa fior directors; an

» our proposal to ratify the appointment by our agdinmittee of KPMG LLP to serve as our independegistered public accounting
firm for 2015.

What is the effect of our advance notice By-laws?

Our advance notice By-laws require that a stockdmdovide us with a specified period of prior wetdf that stockholder’s intention to
nominate any candidate for election as a Clasgé&dir at our 2015 Annual Meeting or to propose atimer item of stockholder business for
stockholder consideration at our 2015 Annual Megtin

Our advance notice By-laws establish a date by kvhistockholder must submit a stockholder propegal respect to our next
forthcoming annual meeting of stockholders. Thaé dia general is 90 days prior to the first annseey of the mailing date of our proxy
solicitation for our prior year's annual meetingstdckholders. After that date, a stockholder mayomger propose any candidate for election
as a director at our next forthcoming annual meedinstockholders and may no longer propose angratbm of stockholder business for
consideration and a vote by our stockholders aneut forthcoming annual meeting of stockholdems. ¢ur 2015 Annual Meeting, that date
was December 17, 2014. For our 2016 annual meefistpckholders, that date is December 16, 2016.pitrpose of our advance notice By-
laws is to ensure that we can include in our anpt@ty statements, for the information of all of stockholders, all of the actions we or
others propose to present for consideration bystagkholders at our annual meetings of stockholders

No stockholder has nominated a candidate for elects a Class B director at our 2015 Annual Meatingroposed the transaction of
any other item of stockholder business at our 28/ual Meeting. Accordingly, no item of stockholdmrsiness other than the four items of
stockholder business we describe in our noticauo2015 Annual Meeting, as well as in this proxateinent, may properly come before our
2015 Annual Meeting or any adjournment or postpogr@mf our 2015 Annual Meeting. As a result, wd wilt submit any other item of
stockholder business, other than procedural matated to the conduct of our 2015 Annual Meetinga vote of our stockholders at our
2015 Annual Meeting.

We are a Delaware corporation. Therefore, the Dalawseneral Corporation Law, or the DGCL, our amneeinahd restated certificate
incorporation and our By-laws as currently in effgovern the conduct of business at our annualingsebf stockholders, our relationships
with our stockholders and the relative rights, pmyduties and obligations of us and our stockhslddirectors, nominees for directors,
officers and employee
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What is the quorum requirement for the conduct ofisiness at our 2015 Annual Meeting?

Our Bydaws provide that the presence, in person or byyprof not less than a majority of the aggregateéngppower of our outstandil
shares of Class A common stock and our outstarstiages of Class B common stock as of the recordfdabur 2015 Annual Meeting
constitutes a quorum at our 2015 Annual Meeting:aiBise Donegal Mutual owns approximately 65% ofilgregate voting power of our
Class A common stock and our Class B common statdtanding on the record date and because aled$hiares of our Class A common
stock and all of the shares of our Class B commacksDonegal Mutual owns will be present in peraboour 2015 Annual Meeting, the
presence in person of the shares Donegal Mutuas avaur 2015 Annual Meeting will constitute thegence of a quorum at our 2015
Annual Meeting. Because a quorum will be preseoua2015 Annual Meeting, our stockholders will bdkie legal power and authority to
conduct the items of stockholder business at olilb2Zhnual Meeting that we describe in our noticewf 2015 Annual Meeting and in this
proxy statement.

What is the order of business at our 2015 Annual &limg?

Our By-laws and applicable provisions of the DGQlvern the organization, conduct of business athaddjournment of our 2015
Annual Meeting. Our board of directors has desig@ni@onald H. Nikolaus, our chairman of the board president, as the presiding office
our 2015 Annual Meeting. The presiding officer vaidlll our 2015 Annual Meeting to order and will dot the business of our 2015 Annual
Meeting, including voting upon the four items ddaltholder business upon which our stockholdersweité at our 2015 Annual Meeting. No
other item of stockholder business may properly et@fore our 2015 Annual Meeting. The presidingceffof our 2015 Annual Meeting w
determine, in his discretion, the order of the Besfhstockholder business we will conduct at oulr®28nnual Meeting and the procedural
manner in which we will conduct the business of 205 Annual Meeting.

We have historically conducted the voting on tleenis of stockholder business we submit for a stddienaote at our annual meetings
of stockholders as the first item of business falt@ the calling of our 2015 Annual Meeting to ardad the determination of a quorum by
the presiding officer of our Annual Meeting. We mntly intend to follow a substantially similar gexdure at our 2015 Annual Meeting. At
our stockholders have voted on the four items @éldtolder business we describe in this proxy statgnand the inspectors of election our
board of directors has appointed have tallied thteng on those four items of stockholder busin&gyin G. Burke, our executive vice
president, chief operating officer and acting cleieécutive officer, and Jeffrey D. Miller, our exsiwe vice president and chief financial
officer, will then discuss our results of operatidar 2014 compared to 2013 and our outlook for52@fter those remarks, the inspectors of
election will announce the results of the votingtioa four items of stockholder business. Then Mkokus, our chairman of the board and
president, and Mr. Burke, our executive vice presidchief operating officer and acting chief exaauofficer, will, in their discretion,
recognize stockholders who wish to ask pertineestjans or make comments as Messrs. Nikolaus arkkRieem appropriate under then
prevailing circumstances.

Who is entitled to notice of, and who may voteaty 2015 Annual Meeting?

Our board of directors established the close oftess on March 2, 2015 as the record date for élerichination of the holders of our
Class A common stock and the holders of our ClassrBmon stock who are entitled to notice of, andadi® at, our 2015 Annual Meeting.
We refer to those eligible stockholders as “stotééis of record” in this proxy statement. Stockleotdof record, including persons whom a
stockholder of record duly and validly appointgtses proxy of such stockholder of record, may attemdl vote at, our 2015 Annual Meeting.

Each share of our Class A common stock held ofrcefay our 2015 Annual Meeting has the right tot@asetenth of a vote per Class
share for each nominee for election as a Classé®tdir at our 2015 Annual Meeting and each of themitems of stockholder business we
submit to a vote of our stockholders at our 2015ual Meeting.
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Each share of our Class B common stock held ofrdefoo our 2015 Annual Meeting has the right tot@ae vote per Class B share for
each nominee for election as a Class B directounf015 Annual Meeting and each of the other itefr@ockholder business we submit to a
vote of our stockholders at our 2015 Annual Meeting

We reserve the right to request photographic ifleation, such as a currently valid driver’s licenbefore we permit a stockholder of
record, or a proxy for a stockholder of recordati@nd our 2015 Annual Meeting in person. Everoif gurrently plan to attend our 2015
Annual Meeting and vote in person, we recommentlytha vote by proxy using one of the methods wesidles in this proxy statement under
“How do you vote the DGI shares you own that aggstered in your name?” By voting in one of thoseys; we can then recognize your
votes even if you later do not, or cannot for aggsion, attend our 2015 Annual Meeting and votersgn.

Our independent transfer agent, Computershare Tasipany, N.A. (“Computershare”), has preparedaertified a list of all holders
of our Class A common stock and all holders of ©lass B common stock outstanding as of the closmisihess on March 2, 2015, the
record date for our 2015 Annual Meeting. If youm@aappears on that certified list of stockholdessn@utershare prepared for our use in
connection with our 2015 Annual Meeting, you astackholder of record entitled to vote in persompiproxy at our 2015 Annual Meeting.
For example, you are a stockholder of record if gemeived this proxy statement and the related madgdor our 2015 Annual Meeting
directly from us through our transfer agent andindirectly from another person who is the recoottlr of the shares you own beneficially,
such as a bank, a brokerage firm or other fiducimmepresentative.

Our By-laws, in accordance with the DGCL, providgt@ackholder of record an opportunity, subjectiat stockholder of record’s prior
compliance with certain conditions we describehis proxy statement, during the ten calendar dagsquling the date of our 2015 Annual
Meeting, to examine, at our principal executiveaa$ in Marietta, Pennsylvania, an alphabeticablighe holders of record for our 2015
Annual Meeting of our Class A common stock andlphabetical list of the holders of record for o138 Annual Meeting of our Class B
common stock. We will grant a stockholder of re¢eréquest to make such an examination if:

« the stockholder of record makes a written requestdke such an examination at our principal exeeudffices during such 10-day
period addressed to Jeffrey D. Miller, our exeautiice president and chief financial officer; ¢

» we determine, in our discretion, that the stockloluf record’s request to examine our stockholdéid proper and legally relevant
to the items of stockholder business we will con@i®ur 2015 Annual Meetin

If a stockholder of record does not make such &temrirequest to inspect our list of stockholderdhinithe ten-day period we describe
above or if we make a determination, in our disoretthat the stockholder of record’s request figpiection of our list of stockholders is not
proper or not legally relevant to the items of ktemder business we will conduct at our 2015 AnriMakting, we will not permit that
stockholder of record to examine the list of theore holders of our Class A common stock and therceholders of our Class B common
stock.

If you are the beneficial owner of shares of olasSIA common stock or the beneficial owner of shafeur Class B common stock
registered in the name of a bank, broker or otidkercfary or representative, also known as sharkkihéstreet name,” we consider you the
beneficial owner of the shares your bank, brokestber fiduciary or representative holds for yoog ave consider your bank, your broker or
your other fiduciary or representative the stoclkolof record of your shares. Your bank, your brakeyour other fiduciary or representat
will send you separately, as the beneficial owirdormation describing the procedure for you toevgbur shares. You should follow the
instructions your bank, your broker or your othdu€iary or representative provides to you on howdte your shares.
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Which of the items of stockholder business we widhduct at our 2015 Annual Meeting do we consideutine and which do we consider
non-routine?

We will transact four items of stockholder businassur 2015 Annual Meeting. We consider thesesteoatine or non-routine as we
indicate in the table below:

Item of Business Routine Non-Routine
Election of Class B directors X
Approval of our 2015 equity incentive plan for empdes X
Approval of our 2015 equity incentive plan for diters X
Ratification of the appointment by our audit contegtof KPMG LLP to serve as our independent

registered public accounting firm for 20 X

Under applicable SEC rules, a broker or other nemeficial record owner may not vote on non-routimaters without voting
instructions from the beneficial owner.

What percentage of the aggregate voting power of outstanding shares of Class A common stock and outstanding shares of Class B
common stock is necessary to approve the itemdafkdholder business on which our stockholders vadtinsider and vote at our 2015
Annual Meeting?

Election of Our Class B Directors

The four nominees our board of directors nomin&eelection as Class B directors are the only mams eligible for election as Class
B directors at our 2015 Annual Meeting and any adjment or postponement of our 2015 Annual Meetingy. certificate of incorporation
and our By-laws do not authorize cumulative vofimghe election of our directors. As the DGCL pdsrand our By-laws provide, we utilize
a plurality of the votes cast standard, and nogpority of the outstanding votes cast standardieitermining the election of directors by our
stockholders. Our certificate of incorporation pdms that our shares of Class A common stock andlmares of Class B common stock vote
together as a single class in the election of @ectbrs. At our 2015 Annual Meeting, our stockreskiwill elect as Class B directors the four
nominees for election as Class B directors whoivedfie highest number of stockholder votes at2@i5 Annual Meeting. The four persons
elected as Class B directors will serve for a tefrihree years and until their respective succassdee office.

If you properly submit your proxy and mavithhold Authority for the election of some or all of the nomineesdiaction as Class B
directors, the proxies we have named will not water shares with respect to the nominee or nomifareslection as Class B director as to
whom you have withheld authority. We will count tsteares for which you have withheld authority téevimr the election of directors as
present at our 2015 Annual Meeting for the purpadetetermining whether a quorum is present a2®@15 Annual Meeting. Because
Donegal Mutual will vote all of its DGI shares fitve election of the four nominees for Class B doewe name in this proxy statement and
the Donegal Mutual-owned shares constitute a ntgjofithe votes entitled to be cast at our 2015 uaiMeeting, those Class B nominees
will be elected to serve as Class B directors ftarm of three years and until their successors trdfice.

Approval of Our 2015 Equity Incentive Plan for Empyees

Approval of our 2015 equity incentive plan for empdes requires the affirmative vote of the holdénsecord of a majority of the votil
power of our outstanding shares of Class A comntacksand our outstanding shares of Class B comramk svoting together as a single
class, present in person or by proxy and entitbeebte at our 2015 Annual Meeting. Because Donktdlal will vote all of its DGI shares
for approval of our 2015 equity incentive plan émnployees and the Donegal Mutual-owned sharesitdiesh majority of the votes entitled
to be cast at our 2015 Annual Meeting, our stodatéd will approve our 2015 equity incentive plandémployees.
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Approval of Our 2015 Equity Incentive Plan for Dirtors

Approval of our 2015 equity incentive plan for diters requires the affirmative vote of the holdefrsecord of a majority of the voting
power of our outstanding shares of Class A comnbacksand our outstanding shares of Class B comramk svoting together as a single
class, present in person or by proxy and entitbeebte at our 2015 Annual Meeting. Because Donktyalal will vote all of its DGI shares
for approval of our 2015 equity incentive plan dtrectors and the Donegal Mutual-owned shares itates majority of the votes entitled to
be cast at our 2015 Annual Meeting, our stockhaladll approve our 2015 equity incentive plan firedtors.

Ratification of the Appointment by Our Audit Comntéte of KPMG LLP to Serve as Our Independent RegistePublic Accounting
Firm for 2015

Ratification of the appointment by our audit contegtof KPMG LLP to serve as our independent regidtpublic accounting firm for
our fiscal year ending December 31, 2015 requivesaffirmative vote of the holders of a majoritytbé aggregate voting power of our
outstanding shares of Class A common stock an@uistanding shares of Class B common stock, vatiggther as a single class, present in
person or by proxy and entitled to vote at our 28h&ual Meeting. Because Donegal Mutual will volileo&its DGI shares for ratification of
the appointment by our audit committee of KPMG LtbRserve as our independent registered public adizgufirm for 2015 and the Doneg
Mutual-owned shares constitute a majority of thees@ntitled to be cast at our 2015 Annual Meeting ratification of the appointment by
our audit committee of KPMG LLP will receive thegrasite stockholder approval.

Quorum and Broker Non-Votes

In connection with our 2015 Annual Meeting, we iittat abstentions and broker non-votes as outsigustiares entitled to vote at our
2015 Annual Meeting. The holders present in pesdoy proxy of a majority of the aggregate votirgyer of the outstanding shares of our
Class A common stock and the outstanding shareardflass B common stock entitled to vote at odr52@nnual Meeting will constitute a
qguorum at our 2015 Annual Meeting. Thus, a quordthbg& present at our 2015 Annual Meeting becadgbepresence at our 2015 Annual
Meeting of Donegal Mutual and because Donegal Mutakls, and will exercise, the majority voting pawof all of the outstanding shares of
our Class A common stock and the outstanding sludresr Class B common stock.

Broker non-votes are shares brokers or nomineekdiakcord in their name and that such brokerasninee has not voted because the
broker or nominee has not received voting instangifrom the beneficial owner of those shares artd avhich shares the broker or nominee
does not have discretionary voting power. Brokar-wates, if any, will not affect the presence of @un at our 2015 Annual Meeting, ott
than being treated as votes present, or affectdtmme of any matter we submit to a vote of oocldtolders at our 2015 Annual Meeting.

What voting rights do our stockholders have?
At March 2, 2015, we had outstanding:

e 21,534,176 shares of our Class A common stock, slaate of which entitles its holder to cast ondkterf a vote per share with
respect to each matter we submit to a vote of tmokiolders at our 2015 Annual Meeting; ¢

» 5,576,775 shares of our Class B common stock, slaate of which entitles its holder to cast one ypa&eshare with respect to each
matter we submit to a vote of our stockholdersuata®15 Annual Meeting
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In summary:

the holders of record of all of our outstandingrelsaf Class A common stock have the right to adstal of 2,153,417 votes on each
matter we submit to a vote of our stockholdersuata®15 Annual Meeting

the holders of record of all of our outstandingrelsaof Class B common stock have the right to @astal of 5,576,775 votes on each
matter we submit to a vote of our stockholdersuata®15 Annual Meeting; ar

the holders of record of all of our outstandingrelsaf Class A common stock and the holders ofrdeoball of our outstanding
shares of Class B common stock voting togethersiisghe class have the right to cast a total 087,792 votes on each matter we
submit to a vote of our stockholders at our 2015 ual Meeting

At the close of business on March 2, 2015, Donktdlial owned of record and beneficially 7,755,9B83args, or 36.0%, of our
outstanding Class A common stock, and 4,247,038shar 76.2%, of our outstanding Class B commookstDonegal Mutual therefore has
the right to cast approximately twbirds of the total number of votes that all of stwckholders may cast at our 2015 Annual Meetimgaxcl
matter we submit to a vote of our stockholdersuat2®15 Annual Meeting.

Donegal Mutual has advised us that it will voteddlits shares of our Class A common stock andfétk shares of our Class B common
stock at our 2015 Annual Meeting as follows:

for the election of Kevin M. Kraft, Sr., Jon M. Maih, Donald H. Nikolaus and Richard D. Wamplerplsérve as Class B directors
for a term of three years and until their respectiuccessors take offic

for the approval of our 2015 equity incentive pfanemployees
for the approval of our 2015 equity incentive plandirectors; ant

for the ratification of the appointment by our audimmittee of KPMG LLP to serve as our independegistered public accounting
firm for our fiscal year ending December 31, 2C

As a result, based on the information Donegal Mutwraished to us as to how Donegal Mutual will tciés votes at our 2015 Annual
Meeting and because those shares constitute aitpajbthe votes entitled to be cast at our 2015médal Meeting, we anticipate our
stockholders will, at our 2015 Annual Meeting:

elect Kevin M. Kraft, Sr., Jon M. Mahan, Donald Mikolaus and Richard D. Wampler, Il as Class Bdclives to serve for a term of
three years and until their respective succesaéissdffice;

approve our 2015 equity incentive plan for emplay
approve our 2015 equity incentive plan for direst@nd

ratify the appointment by our audit committee of K@ LLP to serve as our independent registered pwacounting firm for our
fiscal year ending December 31, 20

How do you vote the DGI shares you own that areistgred in your name

If the certified list of the holders of our ClasscAmmon stock and the holders of our Class B comstaek as of the record date that
independent transfer agent prepared includes yamenyou are a stockholder of record and you ntapétbour 2015 Annual Meeting and
vote in person or by proxy on the items of stocklkolbusiness we submit to a vote of our stockheldepur 2015 Annual Meeting. If you
prefer, you may vote your proxy by telephone ortlam Internet by following the instructions we imdé on the proxy card we sent to you
along with this proxy statement and our 2014 AnmRegbort. The proxies our board of directors haoayed will vote your shares as you
direct on any proxy card you return by mail, byep#one or via the Internet. The deadline for stolddrs of record to vote at our 2015
Annual Meeting by telephone or via the Internetiss9 p.m., local time, on April 15, 2015. The dealfor our receipt of proxies submitted
by mail or by express delivery services for votatgur 2015 Annual Meeting is 3:00 p.m., local timme April 15, 2015.
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You may vote by proxy by using one of the followithgee methods:

Vote by telephone — use any touckene telephone to vote your proxy 24 hours a dalays a week. Have your proxy card available v
you call. When requested, enter the control numyeus proxy card lists and then follow the promfike telephone number i-800-690-
6903.

Vote by mail — mark, sign and date the proxy card we have mé&ilgmu and return it in the postage-prepaid empelee mailed to you
along with our proxy solicitation materials for 2015 Annual Meeting and our 2014 Annual Report.

Vote via the Internet — use the Internet to vote your proxy 24 hoursyg dalays a week. Have your proxy card availablemjou
access the website. When requested, enter theotanmbers your proxy card lists and then creatksadbmit your ballot over the Internet.
The website address for voting via the Internghisv.proxyvote.com

If a broker, bank or other fiduciary or represeintats the holder of record of your shares, 9¢ew do you vote the DGI shares you ¢
that are registered in street name?” below.

How do you vote the DGI shares you own that areistgred in street name

If you are not a stockholder of record, but youafbeneficial ownerbf our Class A common stock or our Class B comntooksat the
close of business on March 2, 2015, which meartsotivaist of our stockholders of record at thesel@f business on March 2, 2015 prepared
by our independent transfer agent does not ingjode name but instead the name of the bank, brakether fiduciary or representative who
is the holder of record of your shares, you musteeidirect the holder of record of your sharegdte your shares on your behalf on the items
of stockholder business upon which our stockholdélts/ote at our 2015 Annual Meeting or you mubtain a form of proxy from your
holder of record that you may then vote as if yaremhe holder of record. Your broker does not hbhealiscretion to vote your shares on
non-routine matters at our 2015 Annual Meeting.Sehmatters are the election of four Class B dirsctbe approval of our 2015 equity
incentive plan for employees and the approval of2015 equity incentive plan for directors. Youoker, however, does have the discretion
to vote your shares on routine matters at our 20drtual Meeting. The stockholder ratification of gygpointment by our audit committee of
KPMG LLP to serve as our independent registeredipabcounting firm for our fiscal year ending Dedger 31, 2015 is a routine matter as
to which your broker may exercise discretionanjingpower.

If you are a “beneficial owner” of our Class A commstock or our Class B common stock and desiedtémd our 2015 Annual
Meeting or vote your beneficially owned shareswat2015 Annual Meeting in person, you must obtapmaxy from your holder of record tt
you may vote as if you were the holder of record aot direct your holder of record how to vote. Ybwolder of record is generally yo
broker or bank who holds the shares in its namgdar

How does our board of directors recommend our stocklers vote at our 2015 Annual Meetin¢
Our board of directors unanimously recommendsehah of our stockholders complete such stockhddeodxy and vote as follows:

» For the election of Kevin M. Kraft, Sr., Jon M. Mahddnald H. Nikolaus and Richard D. Wampler, |l toveeas Class B directors
for a term of three years and until their respectiuccessors take offic

» For the approval of our 2015 equity incentive plandarployees
» For the approval of our 2015 equity incentive plandoectors; anc

» For the ratification of the appointment by our audittoittee of KPMG LLP to serve as our independenisteged public accountir
firm for our fiscal year ending December 31, 2C
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Unless you mark your proxy card to the contrarg, phoxies our board of directors has appointedweité your shares represented by a
duly completed proxy for the election of the fomnminees for Class B directors we name in this pigagement, for the approval of our 2015
equity incentive plan for employees, for the appiaf our 2015 equity incentive plan for directarsd for the ratification of the appointment
by our audit committee of KPMG LLP to serve as ingiependent registered public accounting firm for fiscal year ending December 31,
2015.

May you change your vote after you have voted bgxyrbut before the commencement of voting at oufl3nnual Meeting?

You may revoke your proxy at any time prior to time when the proxies our board of directors apigairnave completed their
collection of ballots during our 2015 Annual Meetitf you are a stockholder of record, you may k&vgour proxy by timely:

» submitting to our chief financial officer a notioérevocation of your proxy by telephone, via théelnet or by mail

 returning a second proxy dated later than the afageur first proxy by telephone, via the Interoety mail as we describe in this
proxy statement; ¢

 voting in person at our 2015 Annual Meeti

However, if you attend our 2015 Annual Meeting @rgon and do not submit a ballot at our 2015 AnMesting, our proxies will vote
the proxy you most recently submitted to them icoadance with the instructions you provided on thast recent proxy.

If a bank, broker, nominee, other fiduciary or esgantative or other person is the holder of reocbttie shares you own, you will need
to follow the instructions of the bank, broker, rinee, other fiduciary or representative or othddéoof record as to how you may revoke
your proxy.

If you have any questions about our 2015 Annualtiigeor voting your shares, please call Jeffreiller, our executive vice
president and chief financial officer, at 1-800-8¥&00 or e-mail Mr. Miller at jeffmiller@donegalarp.com.
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CERTAIN BENEFICIAL OWNERS OF OUR CLASS A COMMON STO CK
AND OUR CLASS B COMMON STOCK

Beneficial Owners of 5% or More of DGICA or DGIC

The table below lists each person whom we beli@reficially owned 5% or more of the outstandingrebaf our Class A common
stock (Nasdaq symbol DGICA) or 5% or more of théstanding shares of our Class B common stock (Mpsgiabol DGICB), in each case,
as of the close of business on March 2, 2015.

Name and Address o

Class A Common
Stock

Class B Commor
Stock

Percent
Shares

Beneficially

Percent
Shares

Beneficially

Beneficial Owner Owned Owned Owned Owned
Donegal Mutual Insurance Company

1195 River Road

Marietta, PA 1754 7,755,95: 36.(% 4,247,03! 76.2%
Gregory M. Shepard(1)

7028 Portmarnock Place

Bradenton, FL 3420 3,675,001 17.1% 398,66 7.1%
Dimensional Fund Advisors LP(2)

6300 Bee Cave Road

Austin, TX 7874¢ 1,463,73! 6.8% — —

(1) Mr. Shepard reported the ownership information sihowthe above table in reports he has filed with SEC through March 2, 201

(2) Dimensional Fund Advisors LP reported the owhgr information shown in the above table in a Scihe 13G/A it filed with the SEC
on February 5, 2015. Dimensional Fund Advisors Ideldims beneficial ownership of these sha
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The Ownership by Our Directors and Executive Offiseof Our Stock

The following table shows the amount and the paeggnof the outstanding shares of our Class A comstck and the amount and -
percentage of the outstanding shares of our ClassBnon stock that each of our directors, eactuohominees for director, each of our
named executive officers and all of our executiffeers, our nominees for director and our direstas a group owned beneficially at the
close of business on March 2, 2015. The total shslntewn for each person includes shares the pergoed jointly, in whole or in part, with
the person’s spouse, or owned individually by thespn’s spouse and shares purchasable upon tr@sexef stock options that were
exercisable as of March 2, 2015 or that becomecesahie within 60 days after March 2, 2015. The esghip of each director, nominee for
director or executive officer is less than 1% uslé® table immediately below indicates otherwise.

Class A Common Class B Commor
Stock Stock
Shares Shares

Beneficially Perceni Beneficially Percent
Name of Individual or Identity of Group Owned Owned Owned Owned
Directors and Nominees for Directt
Donald H. Nikolaus(1 1,012,24. 4.€% 186,37! 3.2%
Scott A. Berlucch 34,82 — — —
Robert S. Bolinge 39,27% — 1,45(C —
Patricia A. Gilmartir 28,89¢ — — —
Philip H. Glatfelter, Il 44,02: — 3,27¢ —
Jack L. Hes: 47,66 — — —
Barry C. Huber(2 10,167 — — —
Kevin M. Kraft, Sr. 38,90: — — —
Jon M. Mahar 36,15¢ — — —
S. Trezevant Moore, J 34,82: — 1,00(¢
Richard D. Wampler, | 37,15¢ — — —
Executive Officers
Kevin G. Burke 180,53¢ — — —
Cyril J. Greeny: 186,02t — 82C —
Jeffrey D. Miller 216,00t 1.C 582 —
Sanjay Pande 60,27¢ — — —
Robert G. Shen 219,49¢ 1.C — —
Daniel J. Wagne 224,99( 1.C 16€ —
All directors and executive officers as a group ff&rsons)(3 2,451,46 10.5% 193,66¢ 3.5%

(1) Includes 179,037 shares of our Class A commacksand 3,938 shares of our Class B common stwatkat family foundation and a
family trust, of which both Mr. Nikolaus is trustemvned at March 2, 201

(2) On January 30, 2015, in accordance with outéBys, our board of directors appointed Mr. Hubese¢ove as a Class C member of our
board of directors to fill a Class C vacancy on looard of directors until we next elect Class C rhers of our board of directors at our
2016 annual meeting of stockholders and their i@gmesuccessors take offic

(3) Includes currently exercisable stock optionpuechase 31,667 shares of Class A common stotledith director we name above
beneficially owns with the exception of Mr. NikoBuvho holds stock options we granted to him ascbairman of the board and
president, Mrs. Gilmartin, who holds currently ecisable options to purchase 21,667 shares of agsG\ common stock, and
Mr. Huber, who holds currently exercisable stockiays to purchase 5,800 shares of our Class A camstazk we granted to him by
reason of his services as a director of UCB. Oecetive officers hold currently exercisable stopkians to purchase shares of our
Class A common stock included in the table abovielésvs: Mr. Nikolaus, 533,333 shares; Mr. Bur80,000 shares; Mr. Greenya,
180,000 shares; Mr. Miller, 185,000 shares; Mr.degm 60,072 shares; Mr. Shenk, 180,000 shares an@/kgner, 170,000 shar
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Section 16(a) Beneficial Ownership Reporting Congice

Section 16(a) of the Securities Exchange Act 04198 the Exchange Act, requires that each of aectbrs, each of our executive
officers and any person who owns 10% or more obtitstanding shares of our Class A common stodlo&s or more of the outstanding
shares of our Class B common stock, file with tB€3nitial reports of their ownership of 10% or raaf our Class A common stock and our
Class B common stock as well as reports of subsgairanges in that ownership. Such persons musfalsish us with copies of all forms
they file with the SEC pursuant to Section 16(&5.a%practical matter, we seek to assist our exexofficers and directors in completing
these filings on a timely basis by monitoring streimsactions and completing and filing such SE@mtspon behalf of such of those persons
who request us to do so.

Based solely upon our review of the Section 16{imgk our executive officers and directors madéhwie SEC during 2014 and writt
representations we receive annually from our dimscand executive officers, we believe that duégd4 all of our directors and executive
officers filed all required Section 16(a) reportsatimely basis.

Under the caption “Certain Beneficial Owners of @lass A Common Stock and Our Class B Common Stiocltiis proxy statement,
we disclose that Gregory M. Shepard, an individutad is not affiliated with the Company, owns mdrart 10% of the outstanding shares of
our Class A common stock. As such, Section 16(éh@Exchange Act requires that Mr. Shepard fifores of changes in his beneficial
ownership of our Class A common stock as well asGass B common stock within two business dayer &ty change in his beneficial
ownership of our Class A common stock or our CBa&®mmon stock.

Mr. Shepard filed a change in beneficial ownershjport with the SEC on December 29, 2014. Mr. Skiép®ecember 29, 2014 report
disclosed that:

» Mr. Shepard purchased 660 shares of our Class Bnoonstock on December 22, 2014;
» Mr. Shepard purchased 595 shares of our Class Bnoonstock on December 23, 20.

Based upon Mr. Shepard’s December 29, 2014 chanigerieficial ownership report, we have determim@ged on the advice of our
outside counsel, that:

» Mr. Shepard filed the requisite change in bendfmnership report with the SEC with respect tobécember 22, 2014 purchase
the fourth business day after the date of his Déesr@2, 2014 purchase; thus Mr. Shepard reportdtirchase two business days
late; anc

» Mr. Shepard filed the requisite change in bendfmnership report with the SEC with respect tobécember 23, 2014 purchase
the third business day after the date of his DeegriB, 2014 purchase; thus Mr. Shepard reportdgtivahase one business day

THE RELATIONSHIP OF DONEGAL MUTUAL AND DGl

Introduction

A group of local residents and business ownersaimchster County, Pennsylvania formed Donegal Muua889 to provide property
and casualty insurance. Now, 126 years later, Dalridgtual had approximately $393.7 million in togalsets and surplus of approximately
$204.4 million at December 31, 2014. In additioonBgal Mutual owns 36.0% of the outstanding shafesir Class A common stock and
76.2% of the outstanding shares of our Class B comsiock. DGI, at December 31, 2014, had totaltasdeapproximately $1.5 billion and
stockholders’ equity of approximately $416.1 miflio

Donegal Mutual and DGI’s insurance subsidiariesdemh business together as the Donegal InsuranagpGnd21 Mid-Atlantic,
Midwestern, New England and Southern states. Dutiigl, A.M. Best Company reported that the Donégglrance Group ranked as the 98
thlargest property and casualty insurance groupedrithited States based on its net premiums writt&20i.3. A.M. Best Company has
assigned its rating of A (Excellent) to the Donélgaurance Group.
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The Development of DGI

In the mid1980s, Donegal Mutual recognized the desirabititya mutual insurance company, of developing aurditisources of capil
and surplus so it could remain competitive and Hheesurplus to expand its business and ensul@nigsterm viability. Donegal Mutual
determined to implement a downstream holding comgamnicture as one of its business strategies. rlangly, in 1986, Donegal Mutual
formed DGI as a downstream holding company. Imjtiddbonegal Mutual owned all of our outstanding eoon stock. After Donegal Mutual
formed us, we in turn formed Atlantic States aswholly owned property and casualty insurance camaibsidiary.

In connection with the establishment of Atlantiat8s and our downstream insurance holding compgstgra, Donegal Mutual and
Atlantic States entered into a proportional reiasge agreement, or pooling agreement, that bectiewtiee October 1, 1986. Under the
pooling agreement, Donegal Mutual and Atlantic &atool substantially all of their respective prnems, losses and loss expenses to the
reinsurance pool, and the reinsurance pool, attirmgh Donegal Mutual, then cedes a portion ofptb@led business, currently 80%, to
Atlantic States, and Donegal Mutual retains theai@mng 20%. Donegal Mutual and Atlantic States stihe underwriting results in
proportion to their respective participation in timederwriting pool. Since we established Atlantiat8s in 1986, Donegal Mutual and our
insurance subsidiaries have conducted businesthtogees the Donegal Insurance Group, while retgittieir separate legal and corporate
existences. As the Donegal Insurance Group, Doridgalal and our insurance subsidiaries share a owdtbusiness plan to enhance me
penetration and underwriting profitability objeais As such, Donegal Mutual and our insurance digvis share the same business
philosophies, the same management, the same ereplaye the same facilities and offer the same typesurance products.

We believe Donegal Mutual’s long-term ownershi@ahajority interest in the combined voting poweoaf Class A common stock
and of our Class B common stock fosters our altidity

» implement our strategic business philosopt

« realize the benefits of lo-term management continuit

* maintain superior employee relations; :

» provide a stable environment within which we caovgour businesse

The products Donegal Mutual and our insurance didrgs offer are generally complementary, whictnpts the Donegal Insurance
Group to offer a broad range of products in a ginemket and to expand the Donegal Insurance Gralylgy to service an entire personal
lines or commercial lines account. Distinctionshivitthe products Donegal Mutual and our insurantxsisliaries offer generally relate to
specific risk profiles within similar classes ofdiness, such as preferred tier products versudatatier products. Donegal Mutual and we
not allocate all of the standard risk gradienterie company. As a result, the underwriting resafithe business the individual companies
write directly will vary. However, the underwritimgpol homogenizes the risk characteristics of aflibess Donegal Mutual and Atlantic
States write directly. We receive 80% of the resaftthe underwriting pool because Atlantic Stdias an 80% participation in the pool. The
business Atlantic States derives from the undeirvgripool represents a significant percentage oftatat consolidated revenues. However,
percentage of the total revenue we derive frorutigerwriting pool has gradually decreased oveptst few years as we have acquired a
number of other property and casualty insurancepesies that do not participate in the underwripog!|.

As the capital of Atlantic States and our otheuiasice subsidiaries has increased, the underwitpgcity of our insurance
subsidiaries, including Atlantic States, has prtipoately increased. The size of the underwritinglhas increased substantially. Therefore,
as we originally planned in the mid-1980s, Atlar8iates has successfully raised the capital nagetssaupport the growth of its direct
business as well as to accept increases in itsatitm of business from the underwriting pool. didigion, the portion of the
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underwriting pool allocated to Atlantic States hazeased from an initial allocation of 35% in 1986an 80% allocation since March 1, 2(
We do not anticipate any further change in the ipgahgreement between Atlantic States and Donegalidll in the foreseeable future,
including any change in the percentage participadioAtlantic States in the underwriting pool.

The board of directors of Donegal Mutual and ouardoof directors review annually our structure asldtionships. The most recent
such review occurred in February 2015. As a resfuliese reviews, both our board of directors anddyal Mutual’s board of directors
reaffirmed their belief, as of the date of this)xyrstatement, that the Donegal Mutual-DGI structumd the inter-company relationships we
describe in this proxy statement continue to be@mate for the respective businesses and opesatbDGI and of Donegal Mutual. Our
board of directors reaffirmed in February 2015 thahegal Mutual’s majority voting control of usirsthe best interests of our stockholders,
Donegal Mutual’'s employees who provide servicesst@and our subsidiaries, the policyholders of aaufance subsidiaries and the general
public.

As our Form 1K Report for the year ended December 31, 2014 tepoertain of our insurance subsidiaries pay @inék to us. Durir
the year ended December 31, 2014, our insurancgdéaiies paid a total of $11.5 million in dividentb us. These dividends are a major
source of the funds we utilize to pay quarterlyhcdividends to our stockholders. We paid $13.6iamlin dividends to our stockholders in
2014, of which Donegal Mutual received $6.0 millimsised on its holdings of our Class A common s&akour Class B common stock on
the respective record dates for our payments adeinds during the year ended December 31, 2014.

Our Recapitalization in 2001

We recapitalized effective April 19, 2001. At thimbe, we effected a one-for-three reverse stodk spbur common stock and renamed
it Class B common stock and issued two shareso€Ctass A common stock as a stock dividend for gadi-reverse stock split share of our
Class B common stock. Our Class A common stoclohagenth of a vote per share and our Class B comnumk $tas one vote per share.

a result of the reverse split and the stock divitjerach of our stockholders at April 19, 2001 awmd to own the same number of shares of
our common stock, with one-third of the shares ¢psimares of our Class B common stock and two-thifdise shares being shares of our
Class A common stock. As a result, the relativéngopower and equity interest of all of the stodkleos of DGI at the time of our
recapitalization remained constant. Donegal Musuetintinued ownership of more than a majority efdlygregate voting power of our
outstanding shares of our Class A common stockoandlass B common stock after the recapitalizalietter enables us to maintain our
long-term relationship with Donegal Mutual, whichrdoard of directors believes is a central paduwofhistorical business strategy and
success.

We effected our recapitalization because our boadirectors believed in 2001, and continues taelvel as of the date of this proxy
statement, that a capital structure that has nfiane dne class of publicly traded securities ofters. number of benefits. The principal benefit
to us from our twaslass capital structure is our ability to issue Glass A common stock or securities convertible texchangeable for ¢
Class A common stock for financing, acquisition anthpensation purposes without materially advera#bcting the relative voting power
of any of our stockholders, including Donegal Mt the time of our recapitalization in 2001 arwhtinuing to the current time, our board
of directors recognized that our recapitalizaticas\ikely to favor longer-term investors, includidgnegal Mutual, and could discourage
attempts to acquire us, which our board of directamtinues to believe is remote in any event beeafi Donegal Mutual’s continuing
ownership of more than a majority of the voting gowf our common stock.

Every holder of our Class A common stock and eveigder of our Class B common stock who owns shafresir Class A common
stock or our Class B common stock has purchase@lass A common stock or our Class B common stdttk tive prior knowledge and
consistent disclosure by us that Donegal Mutual siase our formation in 1986, held majority voticgntrol of us. For the reasons we disi
in this proxy statement,
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Donegal Mutual intends to retain that majority agticontrol of us for the long-term future becausm&pal Mutual believes that its majority
voting control of us is in our long-term best imsts and the long-term best interests of Donegalidu

The Continuing Relationship of Donegal Mutual and ®l

Our board of directors is of the opinion that preaton of the relationship between Donegal Mutrad us and our status as a public
company majority-controlled by Donegal Mutual iglie best interests of all of the constituencies e and Donegal Mutual serve,
including:

 our stockholders

« the policyholders of our insurance subsidiaries thedpolicyholders of Donegal Mutu

» Donegal Mutué's employees who provide services to us and ouidiabss;

» the independent insurance agents who representgabkkitual and our insurance subsidiaries;
* the local communities in which Donegal Mutual angl maintain offices

We believe our relationship with Donegal Mutualesff us and our insurance subsidiaries a numbemopetitive advantages, including
the following:

« facilitating the stable management, consistent mmdigng discipline, external growth and long-teprofitability of the Donegal
Insurance Groug

» creating operational and expense synergies givendmbined resources and operating efficienci¢gseoDonegal Insurance Grot

» providing Donegal Mutual and Atlantic States witkignificantly larger underwriting capacity thamheir company could have
achieved independently because of the underwrnitowj Donegal Mutual and Atlantic States have maiet since 198¢

» enhancing our opportunities to expand by acquisitiecause of the ability of Donegal Mutual to aogaiontrol of other mutual
insurance companies and thereafter demutualize #mehthen sell them to us at a fair price or reimswbstantially all of their
insurance business and place such business imtlewriting pool; ant

» producing more uniform and stable underwriting hssiior the Donegal Insurance Group than any ofitdézidual member
companies could achieve without the relationshigvben Donegal Mutual and our insurance subsidiz

We refer our stockholders to our Form 10-K Reportdur fiscal year ended December 31, 2014 farthér discussion of our business
strategy.

Our Strategy to Maximize Stockholder Value

A fundamental goal of our board of directors andhaggement is to maximize stockholder value ovetdhg-term. We conduct our
operations with this fundamental goal in mind. ®usiness strategies seek to maximize stockholdee\wy improving operating efficiencies
as well as pursuing internal and external growtaragter to enhance the long-term profitability of businesses. Our board of directors and
management regularly evaluate our business stegtegid concentrate on improving our long-term anable earnings. We focus on:

» generating sustainable underwriting profitability darefully selecting product lines, evaluatingividiual risks based on historic
results, minimizing individual exposure to cataptre-prone areas, analyzing the cost and availabiliteinsurance as well as the
level at which we purchase reinsurance and evalyataims history on a regular basis to ensuratieguacy of underwriting
guidelines and product pricin
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» pursuing profitable growth by organic expansiorhinitthe traditional operating territories of ousimance subsidiaries through
developing and maintaining quality independent ageapresentatior

» seeking to acquire property and casualty insuranogpanies or blocks of existing in-force insurapobcies that augment the
organic growth of our insurance subsidiaries irstxg markets and expand our business into newrgpbig regions

» enhancing the profitability of our insurance sukmigs through expense reductions and the utitimatif state-of-thext technology t
increase operating efficiency and effective eledtraommunication with agents, policyholders anteptal policyholders

» providing responsive and friendly customer and agervice to enable our insurance subsidiariesttach new policyholders and
retain existing policyholders; at

* maintaining premium rate adequacy to enhance tHernwniting profitability of our insurance subsidizs, while maintaining high
levels of retention for their existing books of mess, and at the same time enhancing their abdlityrite new busines

The Coordinating Committee

Donegal Mutual and we have maintained a coordigatommittee since our formation in 1986. The cawaiting committee consists of
two members of our board of directors, neither bbm is a member of Donegal Mutual's board of diextand two members of Donegal
Mutual’s board of directors, neither of whom is amber of our board of directors. The purpose ottimdinating committee is to establish
and maintain a process for an ongoing evaluatidghefairness of the terms of the transactions éetwbonegal Mutual on the one hand, and
our insurance subsidiaries and us on the other.hand

Any change to an agreement between Donegal Muinghe one hand, and us or any of our insurancgidiabes on the other hand, or
any new agreement between Donegal Mutual, on teéhand, and us or any of our insurance subsidjariethe other hand, is also subject to
the applicable provisions of the Pennsylvania lasoe Company Law of 1921, as amended, and the yeanis Insurance Holding
Company Act, as amended, or the PHCA. The cooldmabmmittee utilizes the following standards ansidering whether to approve a
new agreement between Donegal Mutual and us or @@dméutual and one or more of our insurance subisiEs or to change an existing
agreement between Donegal Mutual and us or DorMghlal and one or more of our insurance subsidiarie

* anew agreement and any change to a previouslyaggpagreement must receive coordinating commétpgeoval. The coordinatir
committee will only approve a new agreement orange in an existing agreement

» both of our members on the coordinating committeteminine that the new agreement or the change éxiating agreement is f
and equitable to us and in the best interests p$tmekholders; an

* Dboth of Donegal Mutual's members on the coordirgaiommittee determine that the new agreement actibage in an existing
agreement is fair and equitable to Donegal Mutudlia the best interests of Donegal Mu's policyholders

» the new agreement or the change in an existingeaggat must be approved by our board of directord
» the new agreement or the change in an existingeaggat must be approved by Donegal MU' s board of director:

The coordinating committee also meets annuallyndyutfie first two months of each year to review eamhtinuing agreement and each
on-going transaction between Donegal Mutual andruse or more of our insurance subsidiaries, tiolyithe various reinsurance
agreements between Donegal Mutual and our insurance
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subsidiaries. The purpose of this annual revietw mxamine the results of these reinsurance agmgsroger the immediately preceding year
and for the four preceding years and to deternfitieeiresults of the existing agreements betweemeDal Mutual and us and our insurance
subsidiaries remain fair and equitable to us andstackholders and fair and equitable to Donegaluduand its policyholders or if Donegal
Mutual and we should mutually agree to certain stijients. In the case of these agreements, themdjois typically consist of adjustments
to the reinsurance premiums, the level at whichréfiresurance attaches and the reinstatement presrandhare designed to achieve relative
parity between Donegal Mutual, on the one hand,usnor one or more of our insurance subsidiarieshe other hand, over a period of
several years. These agreements are ongoing ireratd will continue in effect throughout 2015l tordinary course of our business and
the business of our insurance subsidiaries anteimtdinary course of the business of Donegal Mutua

Robert S. Bolinger and Richard D. Wampler, 1l ane members of the coordinating committee as ofitite of this proxy statement.
Our board of directors appointed Mr. Wampler aseanioer of the coordinating committee in January 201f#il a vacancy created by the
resignation of John J. Lyons in December 2014.“Be@posal 1 — Election of Class B Directors” forteén biographical information about
Messrs. Bolinger and Wampler. Dennis J. BixenmahJohn E. Hiestand serve as Donegal Mutual’s mesnifethe coordinating committee.
Certain biographical information about Messrs. Bixan and Hiestand is as follows:

Mr. Bixenman, age 68, has been a director of Dandgé#ual since 2008. Mr. Bixenman retired at thel @f 2012 as vice president and
senior consultant of Williams & Company Consultihgg., an environmental and business consulting fiith its headquarters in Sioux City,
lowa. Mr. Bixenman is a certified public accountaiith extensive experience in auditing and prepgfinancial statements. Mr. Bixenman
beneficially owns 37,722 shares of our Class A camistock. He owns no shares of our Class B comnomk.sAs director compensation in
2014, Donegal Mutual paid Mr. Bixenman cash fee$6#,000 and granted him a restricted stock awb#®0 shares of Class A common
stock with a value at the time of issuance in Jang814 of $6,360. Mr. Bixenman received $500 isfctees as compensation from Donegal
Mutual for each meeting attended as one of Dondgdlial’'s members on the coordinating committeertp014.

Mr. Hiestand, age 77, has been a director of Ddridgtual since 1983 and has been a self-employediger of insurance
administrative services for over 20 years. Mr. kthed served as a director of Central Savings araoh lAssociation in Columbia,
Pennsylvania from 1982 to 1992. Mr. Hiestand bemafy owns 39,247 shares of our Class A commoaokstble owns 157 shares of our
Class B common stock. As director compensatior0itd2 Donegal Mutual paid Mr. Hiestand cash fee$66f,050 and granted him a
restricted stock award of 400 shares of Class Ansomstock with a value at the time of issuanceaimuary 2014 of $6,360. Mr. Hiestand
received $500 in cash fees as compensation frone@dMutual for each meeting attended as one oeBalnMutual’s members on the
coordinating committee during 2014.

Inter-Company Transactions

Donegal Mutual provides facilities, personnel atitko services to us and our insurance subsidiptiesuant to a service agreement that
has been in effect since 1986. Donegal Mutual atlex certain related expenses to Atlantic Statasdénrdance with the relative participation
of Donegal Mutual and Atlantic States in the undémag pool. Our insurance subsidiaries other tAdantic States reimburse Donegal
Mutual for those services for their respective parel costs and bear their proportionate sharefofrmation services costs based on their
written insurance premiums compared to the totétew insurance premiums of the Donegal Insuranaai® Donegal Mutual’s charges for
these services totaled $98.6 million in 2014 coragdo $94.0 million in 2013.

As we discuss in an earlier portion of this protatement, Donegal Mutual and Atlantic States magrathor terminate the pooling
agreement at the end of any calendar year by magraement, subject to approval by the coordinatorgmittee and approval by the
respective boards of directors of Donegal Mutual Atlantic States. Our 2014 Annual Report contaidditional information describing the
underwriting pool.
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In addition to the pooling agreement, our insuragidesidiaries, in the ordinary course of their basses, have various reinsurance
agreements with Donegal Mutual that renew from yeaear. The coordinating committee reviews thesesurance agreements annually so
as to achieve relative parity between Donegal Mwind our insurance subsidiaries between the reanse premiums Donegal Mutual
charges our insurance subsidiaries and the lossesdal Mutual incurs under the reinsurance it pfesito our insurance subsidiaries over a
period of several years. We believe the reinsuran@ngements between Donegal Mutual and our insaraubsidiaries are no less favorable
to our insurance subsidiaries than the terms andittons of reinsurance available to our insuraswesidiaries from independent third part
These reinsurance agreements include:

» Donegal Mutual and Peninsula have a qughtare reinsurance agreement under which Penimanisférs to Donegal Mutual 100%
the premiums and losses related to the workerspemsation product line Peninsula writes in cerstédttes. Peninsula offers workers’
compensation insurance in those states in orderotdde the Donegal Insurance Group with an additigricing tier in those states
where any one insurance company may offer onlypgleipricing tier for workel' compensation insuranc

» Donegal Mutual and Le Mars have a quota-shareusanse agreement under which Donegal Mutual trasiséeLe Mars 100% of
the premiums and losses related to certain proddmtegal Mutual offers in certain Midwest stateBisTreinsurance agreement
permits Le Mars to offer additional products compéstary to Le Mar' commercial account:

» Donegal Mutual also maintains 100% retrocessiogiaburance agreements with Southern and with LesMdre purpose of these
agreements is to permit Southern and Le Mars tredbanegal Mutual’s A.M. Best rating of A (ExceltgnThe retrocessional
reinsurance agreements do not otherwise providedoling or reinsurance with or by Donegal Mutuadi @lo not transfer insurance
risk to Donegal Mutual for financial and accountmgrposes. In addition, Donegal Mutual and we tegapital support agreement
with Sheboygan that permits Sheboygan to share gaméutua’s A.M. Best rating of A (Excellent

» Donegal Mutual and MICO maintain a quota-sharesu@iance agreement that transfers 25% of MICO’snieissito Donegal Mutual.
Because of the reinsurance pooling agreement batlleaegal Mutual and our subsidiary, Atlantic Séatee receive an 80%
allocation, or 20%, of the MICO business Donegatdlireinsures

In January 2015, the coordinating committee metdeidrmined that the proposed terms of these nginsa agreements for 2015 were
fair and equitable to us and our stockholders andahd equitable to Donegal Mutual and its polagers. Accordingly, the coordinating
committee unanimously approved the continuatiothefterms of such agreements and transactionsnwitimaterial adjustments, through
the next scheduled annual review during the fisst tnonths of 2016.

We refer you to Note 3 of the Notes to Our Consdéd Financial Statements we include in our 2014uahReport for further
information about the reinsurance agreements bet®emegal Mutual and our insurance subsidiaries. ilitent of these catastrophe and
excess of loss reinsurance agreements is to Iésseaifects of a single large loss, or an accuriwulaif smaller losses arising from one event,
to levels that are appropriate given the size, omdéng profile and surplus capacity of each of msurance subsidiaries.

Union Community Bank

We own 48.2% and Donegal Mutual owns 51.8% of DFSiice May 2011, DFSC has owned Union CommunitykBanUCB. UCB
has been a state-chartered savings bank since 2013.

Because DFSC owns UCB, Donegal Mutual and we,esxnh owners of DFSC, and DFSC are grandfatherédryrsavings and loan
holding companies regulated under the Home Ownerah Act, or HOLA. The Board of Governors of thelEeal Reserve System, or the
Board, supervises and regulates grandfatheredrysigaings and loan holding companies, including@&yal Mutual, DFSC and us.
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No person may acquire control of a grandfatherethiynsavings and loan holding company without ctyimg with regulatory
requirements under either HOLA, if the acquiroaisompany, or the Change in Bank Control Act (IBBCA”), which can apply to any kind
of acquirer, including an individual. The Board uéggions under the CBCA establish a rebuttableymgdion of control applicable to any
person who wishes to acquire more than 10% of &ssof voting security of a grandfathered unitayings and loan holding company that
has a class of voting securities registered urdeEchange Act. DGI is such an entity.

We do not consolidate the financial statementsE$0 and its wholly owned subsidiary, UCB, with financial statements. We have
included the separate consolidated financial stetésnof DFSC as a schedule to our FornKIReport for the year ended December 31, 2

At December 31, 2014, UCB had total assets of $b0filion, total deposits of $403.5 million andabtoans of $301.9 million. UCB
had net income of $3.1 million for the year endest&@mber 31, 2014, compared to net income of $alBmfor the year ended
December 31, 2013. Donegal Mutual and UCB are@dsties to a customary administrative serviceseagent. Under this agreement,
Donegal Mutual provides various services, prindipaiternal audit, investment, information techrgyp administrative support, facility and
equipment maintenance services and purchasingC®, Subject to the overall limitation that the eoBlonegal Mutual charges to UCB for
these services may not exceed the costs of indepemdndors for similar services and further sutiie@annual maximum cost limitations the
administrative services agreement specifies. Ddridgtual and we also conduct routine banking bussneith UCB in the ordinary course
business of the Donegal Insurance Group.

Donegal Mutual leases 3,600 square feet in a Ddvgiual-owned building in Marietta, Pennsylvania to UCBabidition, UCB leas
3,000 square feet in a building in Lancaster, Pgrasia from DFSC. Both leases provide for an ahnerat based on an independent
appraisal each year.

The Risk Management Committee

The Donegal Insurance Group maintains a risk managecommittee. The risk management committee stansf 14 officers of
Donegal Mutual, eight of whom are also officer®@l. The purpose of the risk management commiti¢e assess and monitor the major
strategic, operational, regulatory, informationadl @xternal risks that affect the business the Bahksurance Group transacts and the
internal and external resources of the Donegalrbmste Group for assessing and controlling sucksrike Donegal Insurance Group’s risk
management committee meets quarterly, and annenadlipates its performance of its responsibilitidse risk management committee
submits reports to our board of directors no lesgufently than quarterly, and the officer in chao§the activities of the risk management
committee reports quarterly in person to our badrdirectors.

The responsibilities of the risk management congaitin behalf of the Donegal Insurance Group include

. evaluating the effectiveness of the Donegal InstedBrou|' s assessment and management of

. developing and recommending policies and procedetaing to risk assessment, risk managementiakdaporting;

. assessing the Donegal Insurance Group’s risk mamage legal compliance and risk-control activitéesl the adequacy of
such activities in identifying the risks that cait the Donegal Insurance Grot

. reporting periodically to the respective boardslicdctors of Donegal Mutual and us; ¢

. analyzing annually the commit’'s performance of the responsibilities assignetl
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CORPORATE GOVERNANCE

Our board of directors maintains corporate goveraauidelines to assist the committees of our boadirectors in the discharge of
their respective responsibilities. Each committeeur board of directors has a written charter g@is forth the purposes, goals and
responsibilities of the committee as well as thalifjaations for committee membership, procedurgdlie appointment and removal of
committee members, committee structure and opasaiod committee reporting to our board of direct¥iou may view the charters of our
executive committee, our audit committee, our natiity committee and our compensation committeeusmebsite at
www.donegalgroup.comThe charters of the committees of our board dfadors provide our stockholders with a descriptibthe manner i
which our board of directors and its committeesrafee

The Composition of Our Board of Directors

Our By-laws provide that the number of memberswflward of directors shall not be less than senmgrmore than 12. Our board of
directors fixes the size of our board of directoithin these limits, and may increase or decrelasesize of our board of directors from time
time. Currently, our board of directors has fixad humber of members of our board of directorslaQur board of directors consists of th
classes, with the thregear terms of one of the classes expiring at thueeessive annual meetings and upon each memtier néwly electe
class of directors taking office.

We constitute a “controlled company” under applleaASDAQ regulations because Donegal Mutual ownsenthan a majority of the
aggregate voting power of the outstanding sharesioClass A common stock and the outstanding stafreur Class B common stock. As a
controlled company, we are exempt from a numb&ABSDAQ corporate governance requirements, includimgNASDAQ requirement that
a majority of the members of our board of directeesindependent.

The composition of our board of directors is, hoeresubject to the corporate governance ruleseoPtHCA. The PHCA requires that
the board of directors of a Pennsylvania-domicitedirance company or of a company that controlerm8ylvania-domiciled insurance
company, such as we do, maintain a committee ondtees that undertake certain corporate governsesmonsibilities. The PHCA further
requires that the members of these committeeslIbly stirectors who are not officers or employeeshef Pennsylvania-domiciled insurance
company or its holding company and who do not oemdficially a 10% or greater interest in the votitgck of such insurance company or
its holding company. We maintain an audit commjteeeompensation committee and a nominating coreenitthose respective members
satisfy the requirements of the PHCA.

Pursuant to the PHCA, the committees of our bo&directors annually discharge each of the follaywiasponsibilities:

» the recommendation of the appointment of an indégetregistered public accounting firm for our irece company subsidiarie

« the review of the financial condition of our insnca company subsidiarie

« the review of the scope and results of the indepenadudit and any internal audit of our insuramm@gany subsidiarie:

» the nomination of candidates for election as otgadors by our stockholders; a

« the evaluation of the performance of the princigféiters of each of our insurance company subsibaand the recommendation to
their respective boards of directors as to thectiele and compensation of their respective prinaifécers.
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The Committees of Our Board of Directors

We expect our directors to attend all meetingswfamard of directors, meetings of the committefesun board of directors on which
they serve and meetings of our stockholders. Wiaduexpect our directors to devote the time nesgds fulfill their responsibilities as
directors. During 2014, each of our directors ateeh75% or more of the total number of meetingsusfboard of directors and of the
meetings of the committees of our board of direxctor which that director served. All of the membsfreur board of directors attended our
2014 annual meeting of stockholders, with the etioamf Mr. Nikolaus for medical reasons. Eachtud tommittees of our board of directors
has a written charter that stockholders may viewwnwebsite. Our website address is www.donegafgomm. Each of the committees of
our board of directors, with the exception of tpedal committee, reviews its charter annually.Heaicthe committees of our board of
directors in its discretion, and at our expensey neéain counsel and other advisors, includingrnitlimited to, legal and financial advisors,
to assist the committee the discharge of the respitities of the committee as set forth in its dka

Our board of directors has delegated some of itsoaitly to the following four committees of our bidaof directors:

+ the executive committer

+ the audit committee

» the nominating committee; al

» the compensation committe

Our board of directors also maintains a specialrdtae that we discuss beginning on page 22 offftugy statement. The following
table shows the number of meetings each committeardoard of directors, other than the speciahienitee, held in 2014 and the
attendance of the members of those committeegah#etings of the committees on which they serviedBerlucchi and Mrs. Gilmartin did

not serve as a member of any of the committeesioboard of directors during 2014. The table exetithe attendance data with respect to a
director who resigned in December 2014.

Our Board Committees

Executive Audit Nominating Compensatior
Number of Meetings Held in 20! 14 9 2 4
Number of Meetings Attended in 2014 by Member
the Committees
Robert S. Bolinge — 9 — —
Philip H. Glatfelter, Il 14 — 2 4
Jack L. Hes: — 9 — 4
Kevin M. Kraft, Sr. 14 — 2 —
Jon M. Mahar — 9 1 —
Donald H. Nikolaus 11 — — —
Richard D. Wampler, | — 9 2 4

The Executive Committee

Members: Messrs. Glatfelter (Chairman), Kraft arikiddus. The executive committee has the authtoityke all actions that our full
board of directors can take, consistent with thedDGour certificate of incorporation and our By-levbetween meetings of our board of
directors.

The responsibilities of the executive committedude:

» exercising all powers and authority of our boardlioéctors between meetings of our board of dimscto the extent consistent with
the DGCL and our corporate governance docum:
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» consulting with and advising our management ongaueral business, operational, administrative agdllaffairs

» consulting with and advising management on the ldpweent of our policies

» analyzing other matters which management may lidne executive committee for consideration frimmetto time; anc

» performing such other functions as our board adators may specifically delegate to the executoramittee from time to time

The Audit Committee

Members: Messrs. Bolinger, Hess, Huber (since Jar&@ 2015), Mahan and Wampler (Chairman). Mr. hyserved as a member of
this committee during 2014 until his resignatioraadirector on December 12, 2014. Each memberecétidit committee satisfies the
independence requirements of the SEC and the PHi@Asan compliance with applicable provisions loé PHCA and the Sarbanes-Oxley
Act of 2002. Each of Messrs. Hess, Huber and Waniple certified public accountant and each canmstit a designated financial expert
member of our audit committee.

The responsibilities of the audit committee include

 the annual appointment of our independent regidtpoblic accounting firm

 the on-going review of the scope and results ogildit of our financial statements by our independegistered public accounting
firm and the internal audits our staff condu

« the review of all of the periodic reports we filélwvthe SEC and press releases before the filitgeoSEC reports or the publication
of the press release

 the annual review of all related person transastiorwhich we are one of the parties other thasdhmnsactions between Donegal
Mutual and us or one or more of our insurance siidrsés that are subject to review by our coordimgatommittee; ani

 the regular review of the adequacy of our accognfimancial, internal and operating contrc

The Nominating Committee
Members: Messrs. Glatfelter (Chairman), Kraft, Malad Wampler.

The responsibilities of the nominating committeeude:

« the identification of individuals the nominatingmmittee believes have the necessary qualificatioisgrve as members of our board
of directors;

» the recommendation of nominees to stand for eled¢taur board of director

 the consideration of candidates nominated by stldiens other than Donegal Mutual to stand for &acto our board of director
 the evaluation of the seevaluations each of the committees of our boauirettors submits to us annually; &

« the provision to our board of directors of the noating committe’s annual evaluation of its performance during tleegding yeal

The Compensation Committee

Members: Messrs. Glatfelter, Hess (Chairman), Kisftce January 30, 2015) and Wampler. Mr. Lyomgezbas a member of this
committee during 2014 until his resignation asraabr on December 12, 2014. Our compensation ctiesrind the compensation
committee of Donegal Mutual meet jointly from tiretime.
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The members of the Donegal Mutual compensation dteen as of the date of this proxy statementSarett A. Berlucchi (Chairman), Phil
H. Glatfelter, I, Jack L. Hess and Kevin M. Kraf. Following these joint meetings, our compemsatiommittee meets and makes
compensation determinations with respect to thepssrsation of our named executive officers and theroofficers and employees.

The responsibilities of our compensation committetude:

» the annual review of the compensation of all of salaried employee

 the annual review of the compensation of our exeeutfficers, including our named executive offigg

» the recommendation to our board of directors fronetto time as to grants of stock options to oupleryees; ant
 the oversight of the employee benefit plans Dondgigbal and we maintair

See “Executive Compensation Discussion and Andlysidurther information.

The Coordinating Committee

We refer you to “The Relationship of Donegal Mutaatl DGI — The Coordinating Committee” beginningpage 15 of this proxy
statement for information as to the responsibgitié the coordinating committee and the identitjtofmembers.

The Special Committee
Members: Bolinger, Huber (since January 30, 20&han, Moore and Wampler.

The special committee of our board of directorsamprised of our independent directors who do fsat serve as directors of Donegal
Mutual. The special committee operates under aehaur board of directors established, and, frione tto time, reviews stockholder
proposals and evaluates other matters from th@eetise of our stockholders other than Donegal Mutlihe special committee held four
meetings in 2014. All of the members of the spenishmittee attended at least 75% of those meetings.

The charter of the special committee providesHerfollowing principal responsibilities:
» Evaluate the merits and conditions of stockholdeppsals
» Evaluate the advisability of recommending to ouaudloof directors acceptance or rejection of stotddroproposals

» Present to our board of directors the results @icthmmittees evaluation of stockholder proposals and its renendations, includin
the reasons for its recommendations, with respestith stockholder proposals; &

* Undertake such other responsibilities as our boadirectors may assign from time to time to thesal committee and report to our
board of directors with respect to any such othatten.

Compensation Committee Interlocks and Insider Paitiation
No member of our compensation committee is a fomneurrent officer of Donegal Mutual or us, noredany member of our

compensation committee have any other interlockatationships, as current SEC rules and regulatiefise such terms.
Related Person Transactior

We have a written related person policy that gos¢he review, approval or ratification of transant between us on the one hand, and
our executive officers, directors and our 10% @ager stockholders on the
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other hand. SEC rules and regulations requirevtieadisclose in our annual proxy statements spekifitormation reporting related person
transactions in excess of a specified amount aridioeother filings we submit to the SEC.

This policy applies, in our case, to all transatsiavith related parties with the exception of thwaesactions between Donegal Mutual
and us or one or more of our insurance subsididnegsrequire the prior approval of our coordingtatommittee. See “The Relationship of
Donegal Mutual and DGI — The Coordinating Committeeginning on page 15 of this proxy statement.

Our related person policy establishes procedumesuoprior review of proposed transactions betwesnand a related person because
we recognize that related person transactions wggest a heightened risk of a conflict of intesasd can create the appearance of
impropriety. Applicable SEC regulations define al&ted person” as including our directors, our ekge officers, a holder of 5% or more of
the outstanding shares of our Class A common stbbk]der of 5% or more of the outstanding shafesipClass B common stock and each
of the immediate family members of each of thossqes. Our policy requires that all proposed relgterson transactions first receive the
approval of our audit committee before we can agvebe transaction. In addition, if the relatedtparansaction continues in effect for more
than one year, our audit committee must annualty@ge the continuation of that transaction.

Donald H. Nikolaus, our chairman of the board aresglent and a member of our board of directorsvaimalis also the president and a
director of Donegal Mutual, is a partner in the i of Nikolaus & Hohenadel. Such firm has senasdgeneral counsel to Donegal Mutual
since 1972 and as our general counsel since 1886igally in connection with the defense of insura claims litigation arising in Lancaster,
Dauphin and York counties of Pennsylvania. We pmhdirm its customary fees for its services. Wil Nikolaus & Hohenadel legal fees of
$466,393 in 2013 and $394,879 in 2014.

Patricia A. Gilmartin, one of our directors andigedtor of Donegal Mutual, was an employee of Assed Donegal Insurance Brokers
from 1969 to February 2013 when Ms. Gilmartin eglifrom that firm. That firm has no affiliation Witis except that it receives insurance
commissions from our insurance subsidiaries andeDahMutual in the ordinary course of businessiaratcordance with their standard
commission schedules and agency contracts.

Frederick W. Dreher, a director of Donegal Mutuate December 1996, has been a partner in theilemof Duane Morris LLP since
1970. Since 1986, Duane Morris LLP has represamedur insurance subsidiaries, Donegal Mutual, ©B8d UCB in certain legal matters.
We pay Duane Morris LLP its customary fees fosisvices. The Donegal Insurance Group and DFSCpadche Morris LLP legal fees of
$1,567,837 in 2013 and $681,486 in 2014.

Donegal Mutual and we conduct routine banking tatiens in the ordinary course of our business Wi@B and on terms and
conditions no more favorable to Donegal Mutual @l@han the terms and conditions on which UCB afiés banking services to
independent third parties. Donegal Mutual and U@Badso parties to a customary administrative sessagreement pursuant to which UCB
reimburses Donegal Mutual and us for our respecibats in providing certain administrative servite&CB.

Our Code of Business Conduct and Ethics

We follow our code of business conduct and etmasonducting business with third parties becauséelieve it is important that we
conduct our business with integrity and with thestrof the people with whom we do business. Oueaddusiness conduct and ethics
provides guidance to our employees, including @med executive officers, and the independent agamsrepresent Donegal Mutual and
our insurance subsidiaries as they deal with thalland ethical issues that arise in our businea$iriys with others. You may view our code
of business conduct and ethics on our website atwnegalgroup.com
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We also maintain an internal audit departmenteiatuates our business and financial processesnanagement of risk and the
efficacy of our financial controls. Our directoriofernal audit reports no less frequently thanrtguly to the audit committee of our board of
directors and to our board of directors.

EXECUTIVE COMPENSATION DISCUSSION AND ANALYSIS
Executive Summan
2014 Performance Review
The following table depicts our net revenues andnet income for the year ended December 31, 26dl4tee price of our Class A
common stock and Class B common stock at Decenthe?034 compared to the same data at DecembeD33, 2

At or For the Year Ended December 31
Increase,

2014 2013 Decreass
Total revenues $586.5 millior $547.1 millior 7.2%
Net income 14.5 millior 26.3 millior -44.¢
Class A common stock price at year « 15.9¢ 15.9( 0.t
Class B common stock price at year 21.5C 23.6¢ -9.1

Stock Option Grants

On December 18, 2014, our board of directors grhsteck options to a number of our employees, thioly our named executive
officers, and also granted stock options to oueadors. We granted each director, other than Mkoldus, an option to purchase 8,000 shares
of our Class A common stock exercisable for teny#aat vests in three equal annual cumulativailmsénts commencing on July 1, 2015.
Each stock option is exercisable at a price of 81 per share, which price exceeded the closing miour Class A common stock on the day
before the date of grant by a modest amount:

Name of Grantee Number of Shares Purchasabl
Donald H. Nikolaus 100,00(
Kevin G. Burke 45,00(
Jeffrey D. Miller 45,00(
Each other named executive offi 40,00(
Each director other than Mr. Nikolaus| 8,00(

(1) Mr. Huber, who was appointed a director of @@&IJanuary 30, 2015, has served as a director & &id its predecessor for a number
of years. On December 18, 2014, Mr. Huber receavgdant to purchase 2,500 shares of our Class Ammanstock in his position as a
director of UCB. Mr. Hube¢'s option has the same terms and conditions as tiaae other director:

Summary of the 2014 Compensation of Our Named Extaa Officers
The compensation of our named executive office0it¥ consisted of three principal elements:
» a base salary paid-weekly in cash

» an incentive bonus paid in cash following the dataation of our underwriting profit for our immediédy preceding completed fiscal
year; anc

 long-term incentive compensation in the form of stockas that we granted in Decemb

We paid aggregate incentive bonuses of $380,000tmamed executive officers in respect of 2014 gam@d to aggregate incentive
bonuses of $1.3 million in respect of 2013. Our edraxecutive officers also participate in our 40J(kn to which we make contributions
a formula basis. Our named executive officers mseive the health and other insurance benefithalee available to all of our full-time
employees.
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Annual

Compensation
Base Salary

Annual Incentive Plan
(Cash Incentive Award)

Long-Term Incentive
Compensation

2014 Total Direct Compensation of Our Named Execuie Officers

Key Factors
Compensation committee reviews and
recommends adjustments to base salary
annually based on performance and prevailing
salaries within our peer group

Compensation committee determines funding
level based on a formula basis tied to our
underwriting results for the year

Chief executive officer recommends the
allocation of the bonus pool among individual
officers based on performance against key
business priorities and performance of their
respective business units

Stock options that vest in three equal annual
installments

Purpose

Provides fixed amount
cash on which named
executive officers may
rely

Motivates named
executive officers to
achieve individual
performance goals

Reinforces pay for
performance

Focuses entire
organization on
achieving key business
objectives

Stock options support
our growth, provide a
link between the
compensation of our
named executive office
and our stock
performance and also
serve as a retention
device

Supports pay for
performance because
options have substantial
value only if our Class .
stock price increases by
a substantial amount
over the exercise price
the option to purchase
Class A share

2014 Actions

Cash
increase for
2014

of an
average of
15.2%

to reflect
salaries
within

our peer
group

We paid
bonuses for
2014
pursuant to

formula
based on ot

underwriting
profit

Stock
options
granted

in 2014 that
are
exercisable
at $15.80
per share,
vest in three
equal annuz

installments
commencin
onJuly 1,
2015

We believe our 2014 compensation for our officersluding our named executive officers, is fair andsonable. We implemented our
compensation programs to balance risk and rewandrimoverall business strategy. The descriptioourfcompensation emphasizes that w
a significant percentage of the total compensatfaour officers, including our named executive offis, directly to our objective of attaining
an underwriting profit each year. Accordingly, wasb our annual incentive bonus awards on our unidiexgvresults. As a result, our named
executive officers evaluate carefully the riskswrée because a reduction in our underwriting peddfility would adversely affect the annual
incentive bonus compensation of our named execoffieers. Finally, our incentive compensation pangs for our named executive officers
do not guarantee compensation to our named execuofticers.
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We believe that the elements of our compensatiogram as we describe them in this proxy statemsabbsh that we have the
appropriate mix of risk vs. benefit to align effgety the interests of our named executive officgith the interests of our stockholders, and
that our incentive compensation programs do coumiilo the enhancement of the long-term value oheestment in DGI. For example, our
named executive officers only realize a gain frtwm stock options we grant to them as compensdtitie price of our Class A common st¢
increases above the exercise price of the optiolnsegjuently to the date of grant of the option metdof the income taxes our named

executive officers would incur.

Director Compensatiot

Our objectives for our director compensation arattmact qualified individuals to serve on our lmbaf directors and the board of
directors of Donegal Mutual and to align the ins¢seof our directors with the interests of our ktatders. Our compensation committee
reviews our director compensation program annuallyonfirm that the compensation of the membemuofooard of directors and the board
of directors of Donegal Mutual remains competitarel comparable to the compensation practices of@upetitors and to make
recommendations to our board of directors thattmapensation committee believes are appropriate.

Type of Compensation Amount Form of Payment
Annual Retainer Base Retainer $61,392 $55,000 in cash and an annual

restricted stock award of 400 shares
of Class A common stock with an
estimated value of $6,392 based on
the closing price of our Class A
common stock on December 31,
2014

Additional retainer amount for ea $250 Cash

committee meeting attended other

than meetings of the audit

committee, the coordinating

committee and the special

committee

Additional retainer amount for ea $500 Cash

audit committee meeting, each
coordinating committee meeting
and each special committee
meeting attende

Periodic Equity Grant
executive officers, we also
typically grant options to our

at the closing market price of our
Class A common stock on the day
before the date of gra

When we grant options to our Option to purchase 8,000 shareldon-qualified stock options to
of DGICA at $15.80 per share purchase shares of our Class A
valued at $13,520 on the
directors exercisable for ten yearsDecember 18, 2014 date of gr

common stock

Under our equity incentive plan for directors, eatlour directors and each director of Donegal Mutuho is not also one of our
directors receives an annual restricted stock awbdd0 shares of our Class A common stock. Wetdhenaward to each director as of the

first business day of each year, provided the
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director served as a member of our board of direagioas a member of the board of directors of Dah®utual during any portion of the
preceding year. Each of our directors and eachafiirectors of Donegal Mutual is also eligible¢oeive non-qualified options to purchase
shares of our Class A common stock in an amounboard of directors determines on the date of g@ntDecember 18, 2014, we granted
each of our directors, and each director of Dondgiglal who was not also a member of our boardim@ftbrs, a non-qualified stock option
to purchase 8,000 shares of our Class A commok stoan exercise price of $15.80 per share. Eatibrofs exercisable until December 18,
2024. Donegal Mutual reimburses us for the coshefrestricted stock awards we grant to those wireof Donegal Mutual who do not also
serve as members of our board of directors.

The following table sets forth a summary of the pemsation we paid to our non-officer directors dgr2014 who were serving as
directors at December 31, 2014. A director whogmesil in December 2014 and is therefore not lisidtie table received cash fees of
$67,350 and a stock award of $6,360 during 2014.

Fees Earnec

Stock

Option

Name or Paid in Cash ($ Awards ($) Awards ($ Total ($)
Scott A. Berlucchi 62,90( 6,36( 13,52( 82,78(
Robert S. Bolinge 68,00( 6,36( 13,52( 87,88(
Patricia A. Gilmartir 61,50( 6,36( 13,52( 81,38(
Philip H. Glatfelter, Il 118,11: 6,36( 13,52( 137,99:
Jack L. Hes: 67,90( 6,36( 13,52( 87,78(
Kevin M. Kraft, Sr. 69,10( 6,36( 13,52( 88,98(
Jon M. Mahar 67,30( 6,36( 13,52( 87,18(
S. Trezevant Moore, J 61,50( 6,36( 13,52( 81,38(
Richard D. Wampler, | 68,70( 6,36( 13,52( 88,58(
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The following table summarizes the outstanding tyoaivards our directors held at December 31, 284dluding the awards our
chairman of the board and president, Mr. Nikoldnodds, which we report elsewhere in this proxyestagnt:

Option Awards Stock Awards
Number of Securities Number of Market Value
Underlying Shares or of Shares or
Unexercised Options Option Units of Stock Units of Stock
Exercise . That Have Not That Have Not
Option
#) #) Expiration
Name Exercisable Unexercisable Price ($) Date Vested (#) Vested ($)
Scott A. Berlucchi 10,00( — 14.0C 7/15/201" 40C 6,392
12,00( — 12.5( 7127/202:
5,667 2,83: 14.5( 12/20/202:
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Robert S. Bolinge 10,00( — 14.0( 7/15/201! 40C 6,392
12,00( — 12.5( 7127/202:
5,66 2,83: 14.5( 12/20/202
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Patricia A. Gilmartir 12,00( — 12.5( 7/27/202: 40C 6,392
5,667 2,83: 14.5( 12/20/202:
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Philip H. Glatfelter, Il 10,00( — 14.0( 7/15/201! 40C 6,392
12,00( — 12.5( 7127/202:
5,66 2,83: 14.5( 12/20/202
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Jack L. Hes: 10,00( — 14.0( 7/15/201! 40C 6,392
12,00( — 12.5( 7127/202.
5,667 2,83: 14.5( 12/20/202.
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Kevin M. Kraft, Sr. 10,00( — 14.0( 7/15/201! 40C 6,392
12,00( — 12.5( 7127/202:
5,66 2,83: 14.5( 12/20/202
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Jon M. Mahar 10,00( — 14.0( 7/15/201! 40C 6,392
12,00( — 12.5( 7127/202.
5,66 2,83 14.5( 12/20/202.
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
S. Trezevant Moore, J 10,00( — 14.0( 7/15/201! 40C 6,39:
12,00( — 12.5( 7127/202.
5,667 2,83¢ 14.5( 12/20/202.
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
Richard D. Wampler, | 10,00( — 14.0C 7/15/201! 40C 6,392
12,00( — 12.5( 7127/202:
5,66 2,83 14.5( 12/20/202:
4,00( 8,00( 15.9( 12/19/202.
— 8,00( 15.8( 12/18/202.
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In addition to the compensation we describe inttfeepreceding tables, we reimburse our directorafty out-of-pocket expenses they
reasonably incur in connection with attendance e¢tings of our board of directors, meetings of cate®s of our board of directors and
meetings of our stockholders upon presentatiorppf@priate vouchers for such expenses.

Our Compensation Philosophy and Risk Management Gmerations

Our compensation committee, meeting separately@ndgccasion, jointly with the compensation comeditof Donegal Mutual,
oversees our compensation and benefit plans amdg®olith respect to our executive officers, imthg our named executive officers. The
oversight by the compensation committees of ourgEmeation process includes reviewing and recommgrfdr approval by our board of
directors equity-based incentive awards to our etkee officers and all other compensation decisi@iating to our executive officers.

The compensation committee determined that theguyimobjectives of our compensation programs forexarcutive officers are to:

 Attract and retain talented and dedicated executifreers who contribute to our growth, developmantl profitability and encoura
their retention

» We believe we achieved this objective because we bmployed three of our seven named executiveeasffiwe include in our
summary compensation table in this proxy stateroentinuously for the entire 29-year period we hbgen in existence, and we
have employed our other four named executive afifer 27, 21, 14 and 14 years, respectiv

» Motivate our executive officers to achieve our t&gic business objectives and reward them upon dlobievement of those
objectives.

* We believe we achieved this objective through t@pound rate of growth in our total revenues, whiels 8.7% for the five
years ended December 31, 2014, and through theauomdprate of growth in our book value plus cumukatlividends, which we
5.5% for the five years ended December 31, 2

» Provide long-term compensation to our executiveeeff that rewards them for sustained financial gperating performance and
leadership excellenc

* We believe our stock option grants appropriatelyame our executive officers for sustained finaneiadl operating leadership and
performance

To achieve the above objectives, we compensatexaautive officers through a combination of badargaannual cash bonuses,
principally based on our underwriting results, #&m-term equity compensation in the form of stopkions.

The compensation committee believes that our undtérg results-based bonus plan and our performdrased equity ownership
programs create incentives that have been destgmedult in the creation of longrm stockholder value as well as creating incestifor ou
executive officers including our named executiviicefs, to remain with us for the long-term. We banilized the following elements of our
compensation programs to promote the creationraf-term stockholder value without creating condisidhat could lead to the taking of
excessive risk:

» The financial measures we use to determine thedsmnof our executive officers are metrics the caragton committee believes
promote long-term stockholder value. These measnchsde our underwriting results, our return omiggand our growth in net
written premiums. The compensation committee $miigsl on these bonus payments that encourage suat#®ut encouraging
excessive ris-taking or shor-term results

» We grant stock options that are exercisable foytsars from the date of grant at the closing pofceur Class A common stock on
the day before the date of grant. Our compensatiommittee believes such stock options encouragexeoutive officers to attain
sustained lor-term performance
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» Our stock option plans authorize us to grant oti@npurchase shares of our Class A common stosirtemployees, officers and
directors.

* We do not reduce the exercise price of stock optibthe price of our Class A common stock subsatiyeleclines below the
exercise price unless we first obtain stockholggraval. However, we do adjust the exercise prigareviously granted stock
options to reflect recapitalizations, stock or agtdinary dividends, stock splits, mergers, spis-ahd similar events as the
applicable stock option plan permi

At our 2011 annual meeting of stockholders, oucldtolders voted to submit the compensation of @med executive officers to a non-
binding advisory vote of our stockholders once g\tbree years. Our stockholders voted to approgetimpensation of our named executive
officers on a nomsinding advisory vote at our 2014 annual meetingto€kholders by a total of 6,444,580 votes FOR5PBvotes AGAINS’
and 3,942 votes ABSTAIN with 930,565 broker nates. We will next submit the compensation of mamed executive officers for appro
by a non-binding advisory vote of our stockholdatreur 2017 annual meeting of stockholders.

The compensation of Mr. Nikolaus has historica®eb substantially higher than the compensatioruobther named executive
officers. Our board of directors believes strongfification exists for the compensation of Mr. Nioes based on the compensation of the
executive officers of the insurance companies wanegas our peers and because of his breadth ofittx@ and operating responsibilities for
the Donegal Insurance Group over the past 29 ybaeasldition to the consideration by the compensatommittee of the individual
fulfillment by each of our named executive officefssuch officer’s duties, responsibilities andiwidual performance, the compensation
committee also considers teamwork, developmenirabj employees for whom that named executive effftas primary responsibility, time
in position, internal equity among our named exgeubfficers and their ability to collaborate armhumunicate effectively with our other
executive officers.

Our compensation committee believes that, on aratidgasis, exclusive of the effect of unusuallyese weather conditions, our named
executive officers achieved the targets our boaudirectors established for our named executivicef§ for 2014 as set forth in our
management-prepared business plan for 2014.

We believe the specific compensation decisions wdarior each of our named executive officers ird28dpropriately reflect our
financial and operational performance in 2014 dredrelative success of that named executive officereeting the target our business plan
outlined for those named executive officers in emath officer's primary areas of responsibility.r@ompensation committee also evaluates
the achievement by our named executive officesuofoverall corporate objectives, and the contrdsubf each of our named executive
officers to those achievements.

Employment and Change of Control Agreemel
Employment Agreement with Mr. Nikolaus

The employment and change of control agreemente@drMutual and we entered into with Mr. NikolausJuly 29, 2011 provide for
an initial term of employment of five years. On leanniversary date of the effective date of thapleyment agreement, the term
automatically extends for an additional one-yeatiggk so that on each anniversary date of the @ffeclate, the employment agreement will
have a remaining term of five years unless eitherMikolaus or our board of directors provides less than six months advance notice that
the automatic extension of the employment agreemiinterminate as of the next succeeding annivgrséthe effective date.

A summary of the other principal terms of the emplent agreement with Mr. Nikolaus is as follows:

» Mr. Nikolaus has the right to receive an annuakbsedary of such amount as our compensation coesrattd the compensation
committee of Donegal Mutual jointly recommend asdteeir boards of directors approve from time teetibut in no event less than
$575,000 per yea
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» Mr. Nikolaus has the right to participate in ounaal executive incentive bonus plans and the bepletfins in which all of our other
executive officers participat

» Subject to any required stockholder approval, Mkokwus has the right to receive an annual gramioofqualified stock options to
purchase not less than 150,000 shares of our Blassimon stock at a price per share equal to theira price of our Class A
common stock on the day before the date of eachadigmant. Each option vests in three equal aningtliments and remains
exercisable for a term of ten years from the datgant. In 2014, we granted Mr. Nikolaus an optisubject to the foregoing terms,
to purchase 100,000 shares of our Class A comnoak sit an exercise price of $15.80 per share. Tdgng price of our Class A
common stock on the day before the date of thattgvas $15.79 per share. Because Mr. Nikolaus wasmedical leave of absence
in his capacity as our chief executive officer tbetnmenced on August 29, 2014, our board of direapproved the request of
Mr. Nikolaus to reduce the number of option granthim in respect of his employment during 2014rfroot less than 150,000 she
of our Class A common stock to 100,000 shares ofatass A common stoc

» The employment agreement includes customary panssielating to vacations, illness, death, indeitatifon, confidentiality and
nor-competition.

* The employment agreement includes certain rightsrtainate the agreement and, upon the occurrdnmerain events, such as a
change of control, the right to receive severaragnents as set forth in the employment agreer

Consulting Agreement with Mr. Nikolaus

Upon the retirement of Mr. Nikolaus or his terminatof his employment under the employment agre¢ifogrother than cause, his
death, his permanent disability or his terminatbthe employment agreement for good reason, asrtigoyment agreement defines each of
those terms, the term of the consulting agreemeneBal Mutual and we have with Mr. Nikolaus willnemence and continue for a period of
five years from its date of commencement.

A summary of the principal terms of the consultaggeement with Mr. Nikolaus is as follows:

» Donegal Mutual and we will retain Mr. Nikolaus tmopide consulting services to us and our respedttoards of directors in
connection with our general operations, our meagef acquisition activities, participation in megsrand other activities of the
Insurance Federation of Pennsylvania and such ptioggcts and assignments as to which Mr. Nikol&aegal Mutual and we
mutually agree from time to tim

e Mr. Nikolaug' status under the consulting agreement will bedhan employee of Donegal Mutual and D

» The consulting agreement provides that Mr. Nikohailkreceive all benefits we provide to our senéxecutive officers and such
benefits as became fully vested while Mr. Nikolaesved as our chief executive officer pursuanisceimployment agreement with
Donegal Mutual and u

« Under the consulting agreement, Donegal Mutuale@avill pay Mr. Nikolaus annual compensation insanount equal to 50% of
his base salary, as defined in his employment aggag for our most recently completed fiscal yesfiobe the year in which the
consulting agreement becomes effective, but invemeless than $600,000 per year, plus such disoggy incentive payments as
our respective boards of directors may jointly autre from time to time

» The consulting agreement includes customary prowssielating to vacations, illness, death, indeioaiion, confidentiality and non-
competition.

» The consulting agreement includes certain rightefitier Mr. Nikolaus or us to terminate the cotiaglagreement and for
Mr. Nikolaus to receive certain payments upon gechmination as set forth in the consulting agreetr
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Employment and Change of Control Agreements withrtQlamed Executive Officers Other Than Mr. Nikolaus

The respective employment agreements among DoMagahl, us and Messrs. Burke, Greenya, Miller, Rgn&henk and Wagner,
who collectively constitute our other named exeautifficers (our “Other Executive Officers®pntain provisions similar to those includec
the employment agreement among Mr. Nikolaus, Dandg#ual and us, except as follows:

The initial term of the employment agreements ammungOther Executive Officers, Donegal Mutual aisdaithree years; however,
such term automatically extends on each annivexsfatye effective date of the employment agreemfamtan additional one-year
period, so that, on each anniversary date of tleetdfe date of the employment agreement of eatleiExecutive Officer, each
employment agreement will have a remaining terrihiafe years unless either the Other Executive &ffic the respective boards of
directors of Donegal Mutual or us provide not lgsmn 90 days advance notice that the automaticsixtie will terminate upon the
next succeeding extension date of the employmeseatent

We and Donegal Mutual have agreed to pay our (Erecutive Officers an annual base salary in thetarhas the compensation
committees of Donegal Mutual and we recommend amdboard of directors and the board of directorBofegal Mutual each
respectively approve from time to time, but in ve®t less than minimum amounts generally statelimvihe employment
agreements of those Other Executive Offic

The employment agreements contain customary pomagielating to vacations, illness, death, indeivatifon and confidentiality

The employment agreements include certain rightsrtoinate the agreements and, upon the occurdraatain events such as a
change of control, the right to receive severaramgnents, as the respective employment agreememtilpr

Potential Payments to Our Named Executive Officéfpon Termination or Chang-of-Control

If we or Donegal Mutual terminate the employmenboé of our named executive officers, or a Charfg@emtrol of DGI (as defined
below) occurs and the employment of the named execafficer subsequently terminates on an invambasis, the named executive off
would be entitled to receive certain payments amklts from us. The table below shows the estichptgyments and benefits in connection
with the following events based upon the assumptiea state below:

“Voluntary Terminatio” includes the voluntary resignation of a named etieewfficer.

“Involuntary-for-Cause Termination” includes a ténation of the employment of a named executiveceffifor reasons such as
violation of certain policies or for certain penfeancerelated issue

“Involuntary Termination” includes a termination thie employment of a named executive officer othan for cause, but not
including a termination related to a Change-of-@ardf DGI. Terminations due to death or disabiligsult in substantially the same
treatment as an Involuntary Terminati

“Change-of-Control” of DGI, as defined in the emyloent agreements we have entered into with eaohiofiamed executive
officers, includes the occurrence of one of theegypf Transaction (“Transactio”) we describe below

 the acquisition of shares of our Class A commonksémd our Class B common stock by any personarmin a Transaction or
series of Transactions that result in such persguaup directly or indirectly first owning moreah 25% of the aggregate voting
power of our Class A common stock and our ClassiBroon stock taken as a single class
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the consummation of a Transaction after which tldérs of our outstanding voting capital stock taks a single class prior to
consummation of the Transaction do not collectivasn 60% or more of the aggregate voting powehefdntity surviving such

Transaction immediately after the consummatiorughsTransaction; ¢

+ the sale, lease, exchange or other transfer imasaction or series of Transactions of all or sutislly all of our assets, but
excluding therefrom the sale an-investment of our consolidated investment portfadic

* as the result of or in connection with any cashiésrmffer or exchange offer, merger or Transactiate of assets or contested-
election of directors or any combination of theefgoing transactions;

» achange d“contro” of Donegal Mutual as such term is defined in therBglvania Insurance Holding Companies Act

* the persons who constituted a majority of the mambéthe respective boards of directors of us onéyal Mutual on July 29,
2011 and persons whose election as members ofrésgiective boards received the approval of suahbees then still in office «
whose subsequent election had been so approved@tlee date of a Transaction, but before the wetee of an event that
constitutes a Chan-of-Control, no longer constitute such a majority @& boards then in office

A Transaction constituting a Change-of-Control @I3hall only be deemed to have occurred uponltieng of the Transaction.

The employment agreements provide generally thaeiemployment of a named executive officer teat@a within 180 days after a
Change-of-Control of DGI either by us without Causeby the named executive officer for Good Reagoboth cases, as defined in the
employment agreements, then the named executiieeoffill be entitled to receive an amount equahi® sum of:

the executiv's base salary accrued through the date the telioninaftthe executiv's employment becomes effecti

any incentive compensation we have the obligatigpaty to the executive pursuant to the employmgrgeanent with that named
executive officer

any amounts payable under any of the benefit flammeegal Mutual or we maintain in accordance with tdfrms of such plan

any amount in respect of excise taxes we havelitigation to pay to that named executive officedemnour employment agreement

with such officer;

an amount equal to the aggregate premiums thah#meéed executive officer would have to pay to naimin effect throughout the
period from the date of termination of that nameedoaitive officer's employment through the remaindithe term had the named
executive officer remained employed, assuming roei@se in insurance premium rates and the sameahdukalth, disability and
life insurance coverage we provided to that namedative officer immediately prior to the date ath termination; an

as a severance payment, payable in 36 equal cah&monthly installments, commencing with the daft¢he termination of the
employment of that named executive officer, the @dmxecutive offices annual base salary as of the effective dateriitation of
the employment of the named executive officer amdiacentive we paid to the named executive offt@ing our most recently
completed fiscal year before such terminat

We will make these payments, provided the timingwafh payments could be postponed to the exteniregfjto comply with the
requirements of Section 409A of the Internal Reee@uode of 1986 , as amended (the “Code”).
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General Assumptions

We set forth in the table below a description & payments and/or benefits that we would provideutonamed executive officers
related to each employment termination event ohange-of-Control of DGI as of December 31 , 2014. &0 discuss below the basis upon
which we calculated the payments and/or benefitsept as we note below, these amounts are themeeral or enhanced amounts that a
named executive officer would receive that are tgrethan those that we would have provided to eygse generally under the same
circumstances. The amounts we disclose below éireatss only and are based on various assumptierdiseuss below. The actual amounts
we would pay would be the benefits that we woulivjate can be determined only at the time that apleyment termination event occurs.

The table below assumes that:

» a Change-of-Control of DGI occurred on December 3014 under the terms of various plans and agreenumrelated to the
employment agreements, regardless of a terminafiemployment

» the employment of each named executive officeritgtad on December 31, 2014 due in turn to eachitation event, including
termination within 180 days after a Cha-of-Control of DGI, as contemplated by the employmemneaments; an

 values related to outstanding stock options refleetmarket value of the Company’s Class A comntocksof $15.98 per share, the
last reported price of our Class A common stocknenNASDAQ Global Market System on December 3142
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Amounts Potentially Payable Upon Termination

Severance Stock Other
Benefits Options Benefits Total
Name Event (%) (%) (%) ($)
Donald H. Nikolaus Voluntary Terminatior — 1,195,16! — 1,195,16!
Involuntary-for-Cause Terminatio — 1,195,16! — 1,195,16!
Involuntary Terminatior 4,000,000 1,195,16! 62,61¢ 5,257,78!
Changrof-Control 2,700,000 1,296,501 37,56¢ 4,034,06
Kevin G. Burke Voluntary Terminatior — 406,40( — 406,40(
Involuntary-for-Cause Terminatio — 406,40( — 406,40(
Involuntary Terminatior 1,014,001 406,40( 38,59. 1,458,99:
Changrof-Control 1,164,001 440,70 38,59 1,643,29:
Cyril J. Greeny: Voluntary Terminatior — 406,40( — 406,40(
Involuntary-for-Cause Terminatio — 406,40( — 406,40(
Involuntary Terminatior 840,00( 406,40( 29,547 1,275,994
Changrof-Control 975,00( 439,80( 29,547 1,444,34
Jeffrey D. Miller Voluntary Terminatior — 416,30( — 416,30(
Involuntary-for-Cause Terminatio — 416,30( — 416,30(
Involuntary Terminatior 930,00t 416,30( 38,59. 1,384,89:
Changrof-Control 1,080,001 450,60 38,59 1,569,19:
Sanjay Pande Voluntary Terminatior — 77,27 — 77,27
Involuntary-for-Cause Terminatio — 77,27 — 77,27
Involuntary Terminatior 840,00( 77,27 38,59: 955,86
Changrof-Control 975,00( 105,74 38,59: 1,119,33
Robert G. Shen Voluntary Terminatior — 406,40( — 406,40(
Involuntary-for-Cause Terminatio — 406,40( — 406,40(
Involuntary Terminatior 876,00( 406,40C 30,61 1,313,01!
Changrof-Control 1,011,001 439,80( 30,61 1,481,41!
Daniel J. Wagne Voluntary Terminatior — 386,60 — 386,60(
Involuntary-for-Cause Terminatio — 386,60 — 386,60
Involuntary Terminatior 840,00( 386,60 30,61t 1,257,21!
Changrof-Control 975,00( 420,00 30,61 1,425,61!

Our Compensation Process

In assessing the performance of our named exeauffieers in light of the objectives our board dfetttors establishes, the
compensation committee reviews specific achievesnasgociated with each named executive officetasrmhent of those objectives, the
degree of difficulty in achieving those objectivarsd the extent to which significant unforeseenantiss or favorable circumstances affected
their performance. As part of its oversight of doenpensation of our named executive officers, trapensation committee recommended
increases in the base salaries of our named exeaifficers for 2014 that averaged 15.2%, whichaampensation committee considered
reasonable based on publicly available informafiom companies we informally consider our peer grfiaMC Insurance Group, State Auto
Financial Corporation and Selective Insurance Gyoup

-35-



Table of Contents

Limitations on the Deductibility of Compensatic

Section 162(m) of the Code generally does not allswio deduct annual compensation we pay to aoyohamed executive officers
that is in excess of $1.0 million for federal ino®ax purposes. However, compensation paid pursaanperformance-based plan is
generally not subject to the Section 162(m) linidtat

Although the compensation committee is aware ofbetion 162(m) limitation, our compensation coneeitbelieves that it is equally
important to maintain flexibility and the competgieffectiveness of the compensation of our narmedgive officers. The compensation
committee may, therefore, from time to time, autt®compensation agreements or plans that wouldendeductible for federal income tax
purposes if the compensation committee believissiit our best interests and in the best interafstsair stockholders to do so.

Our Cash Incentive Bonus Plan

For a number of years, we have had a cash incemtinas plan for our officers, including our nameéautive officers. We determine
the amount, if any, available for the award of ¢heenuses pursuant to a formula that we base oarowal underwriting results and other
financial results of the Donegal Insurance Groupe Tormula operates as follows:

» We first determine the base underwriting incomeni§, that the Donegal Insurance Group realizetheyear

* We then adjust that base underwriting income, ¥f, &y adding back the amount the Donegal Insur&@roeip accrued during the
year for bonuses to our officers, and make a fos-based adjustment to limit the impact of any catgste losses and guaranty fund
assessments on the base underwriting income, jtaeyponegal Insurance Group experienced for ¢ae;

» We then adjust the amount so determined basedr@blepercentages of the growth in net writtemptan of the Donegal
Insurance Group for the year as specified in omuks@lan:

» We then multiply the amount so determined by agmage that is based on the return on equity obthreegal Insurance Group for
the year,

» We then multiply the amount so determined by a g@texanined factor, and the resulting amount cortsstthe executive incentive
compensation pool for the applicable ye

« If the surplus of the Donegal Insurance Group ffieryear is below the amount our bonus plan spscifie reduce the executive
incentive compensation pool by 50%; ¢

» Our compensation committee then allocates thatugxecincentive compensation pool among our offic@rcluding our named
executive officers, on a discretionary ba

Other Aspects of Our Compensation Philosophy
Other Benefits
We provide our named executive officers with thmsamployee benefits that all of our other empleyeeeive under our broad-based

benefit plans. These plans provide for health biemdife insurance and other customary welfaredfiés
Perquisites

We do not provide our named executive officers aitly retirement, welfare plan benefits or othegpesites that we do not provide to
all of our other employees other than as we discloghis proxy statement.
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Summary Compensation Tab

The following table shows the compensation we paidng 2012, 2013 and 2014 for services renderedl itapacities to our chief
executive officer, our chief financial officer andr five (four in 2012) other most highly compemshéxecutive officers. We refer to these
officers, whom we name in the table below, as @amed executive officers. During 2011, we enteréa @&mployment agreements with all of
our executive officers, including our named exaaibfficers. We refer you to “Employment and Chan§€ontrol Agreements” for a
description of those employment agreements. Weotlprovide any of our named executive officers wéhtricted stock awards, non-equity
incentive plan compensation, deferred compensatigrension benefits with the exception of two of pamed executive officers who rece
an annual restricted stock award of 400 sharesiio€tass A common stock as part of their compeosdtr serving as members of our board
of directors and Donegal Mutual’s board of direstor

Based on the compensation we paid to our namedigxeofficers in 2014, their salaries accountedd®.7% of their total
compensation in 2014 and their performance-basegbensation for 10.1% of their total compensatiog0did4.

Stock Option
Awards Awards All
at at Other
Grant Date Grant Date Compen-

Name and Fair Value Fair Value sation Total

Principal Position Year Salary($) Bonus($)(1 ($) $)(2) (©]E)] ($)

Donald H. Nikolaus, 201¢ 800,00( 100,00( 6,36( 169,00( 76,217 1,151,57
President and Chairman of the 540,00( 5,61¢
Board (on medical leave of 201z 725,000  297,50( 5,664 385000 70,36: 1,725,98
absence in his capacity as Chief 201z 650,00 427,50  66,13:  1,446,79
Executive Officer from
August 29, 2014 through
December 31, 2014)(

Kevin G. Burke, 201¢ 305,00( 50,00( — 76,05( 12,18: 443,23
Executive Vice President and 130,00( — 165,00( 546,70:
Chief Operating Officer; Acting 201  240,00( 65,00( — 128,25( 11,70 420,32t
Chief Executive Officer from 201z  215,00( 12,07¢
August 29, 2014 through
December 31, 2014(:

Cyril J. Greenya, 201¢ 280,00( 45,00( 6,36( 67,60( 70,22: 469,18
Senior Vice President 130,00( 5,61¢ 165,00( 594,84

201  235,00( 65,00( 5,664 128,25( 59 22¢ 470,50¢
201z 215,00( 56,59:

Jeffrey D. Miller, 201¢ 310,00( 50,00( — 76,05( 11,93 447,98
Executive Vice President and 135,00( — 165,00( 587,54’
Chief Financial Officer 201° 275,00( 68,00( — 128,25( 12,54, 453,44¢

201z 245,00( 12,19¢

Sanjay Pandey, 2014 280,00( 45,00( — 67,60( 11,70: 404,30:
Senior Vice President 120,00( — 165,00( 529,86:

201z 233,00( 11,86¢

Robert G. Shenk, 201¢ 292,00( 45,00( — 67,60( 11,95¢ 416,55¢
Senior Vice President 130,00( — 165,00( 574,68

201° 268,00( 65,00( — 128,25( 11,68: 455,04:
201z 248,00( 13,79:

Daniel J. Wagner, 201<  280,00( 45,00( — 67,60( 12,57( 405,17(
Senior Vice President and 130,00( — 165,00( 542,08¢
Treasurer 2017 235,00( 65,00( 128,25( 12,08¢ 420,71!

201z 215,00( 12,46

(1) Our executive officers are eligible to partatig in a cash incentive bonus plan. We refer yd&Executive Compensation — Our Cash
Incentive Bonus Pla”
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(2) We show the option awards at an estimated giatet fair value, which we calculated by using ptiom pricing model. Further, the
options are subject to a vesting schedule, andgtimated value obtained from the option pricingledaloes not represent actual value
based upon trading prices of our Class A commotksibthe grant date. See Note 13 to our conseliitihancial statements included
in our 2014 Annual Report for information on theagnting treatment and calculation of the grané dair value of these stock optiol

(3) Inthe case of Mr. Nikolaus, the total showdlinles directors and committee meeting fees oféf&Band a matching 401(k) plan
contribution of $12,617 paid during 2014. In theeaf Messrs. Burke, Shenk, Miller, Pandey and Wgghe totals shown includes a
matching 401(k) plan contribution of $12,183, $5B9$11,934, $11,701 and $12,570, respectivelyl gaiing 2014. In the case of
Mr. Greenya, the total shown includes directors f@e$58,500 and a matching 401(k) plan contributb$11,721 paid during 201

(4) Mr. Nikolaus began a leave of absence for madi@asons in his capacity as our chief executffiees on August 29, 2014 that
continued through the remainder of 2014. Mr. Nikslaxpects to complete his medical recovery anghmeshis duties as our chief
executive officer on a full-time basis during theieg of 2015. Since August 29, 2014, Mr. Burke sewved as our acting chief
executive officer

Grants of Plan-Based Awards

During 2014, we granted non-qualified options tochase shares of our Class A common stock at agisgeprice of $15.80 per share
to our named executive officers as we set forttm@nfollowing table. As of the close of businesioa day before the date on which we
granted the options, the closing market price paresof our Class A common stock was $15.79.

Exercise or Bas Grant Date
Number of Share: Price of Option Fair Value of
Name Grant Date Subject to Option Awards($) Option Awards($)
Donald H. Nikolaus 12/18/201. 100,00( 15.8( 169,00(
Kevin G. Burke 12/18/201. 45,00( 15.8( 76,05(
Cyril J. Greeny: 12/18/201. 40,00( 15.8( 67,60(
Jeffrey D. Miller 12/18/201. 45,00( 15.8( 76,05(
Sanjay Pande 12/18/201. 40,00( 15.8( 67,60(
Robert G. Shen 12/18/201. 40,00( 15.8( 67,60(
Daniel J. Wagne 12/18/201. 40,00( 15.8( 67,60(

Stock Incentive Plan:

We have an equity incentive plan for our employes®s an equity incentive plan for our directors. Einthese plans, our board of
directors, upon the recommendation of its compémsabmmittee, may grant options to purchase oas€A common stock and, in the case
of our directors, restricted stock awards as weBtack options. Grants under the plans can takéotim of incentive stock options, non-
qualified stock options, stock units and other lstbased awards. With the exception of an annuabifpestricted stock award of 400 Class A
shares we issue to our directors and to the direatoDonegal Mutual who do not also serve as thirsoof DGI, all of our incentive
compensation grants have been stock options. Timge of the plans is to provide lotarm incentive awards to our employees and dire
as a means to attract, motivate, retain and retededted and experienced persons.

At December 31, 2014, we had reserved 834,000 sloi@ur Class A common stock for future grantseuralr equity incentive plan
for employees and 211,700 shares of our Class Ammamstock for future grants under our equity intenplan for directors. If any shares
have reserved for issuance upon the exercise opton are not issued for any reason, we may againt options to purchase those shares.
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If the number and kind of shares available for tg@md options under our plans and the exercise pfioutstanding options were to
change by reason of a merger, consolidation, re@gton, stock split, stock dividend or other eveffiecting the number of outstanding
shares of our Class A common stock, the plans geofdr an automatic adjustment in the kinds of aband the price per share to reflect any
increase or decrease in the number of, changaédfior change in value of shares to precludestiergement or dilution of rights and
benefits under the plans. Unless we otherwise deowi an individual option or employment agreemantjested options do not automatici
accelerate in the event we enter into a businesbication or we sell all or substantially all ofrassets.

Our board of directors, upon the recommendatiatsafompensation committee, has:

+ the authority to determine the persons eligiblestteive an option grant, the number of shares sutgje2ach option, the exercise
price of each option, the vesting schedule, theuaiastances in which the vesting of options may lacate and any extension of the
period for exercise; ar

« the authority to determine any matter relatingptians granted under our stock incentive pl:

Our board of directors has the authority to suspamtend or terminate our stock incentive plansepikas would adversely affect the
rights of persons holding outstanding awards witlibe consent of such persons.
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Outstanding Equity Awards at December 31, 2014

The following table summarizes the outstanding goaivards our named executive officers held at Ddwr 31, 2014:

Option Awards

Stock Awards

Number of Securities Number of Market Value
Underlying Shares or of Shares or
Unexercised Options Option Units of Stock Units of Stock
#) #) Exercise Option That Have Not That Have Not
Name Exercisable Unexercisable Price ($) Expiration Date Vested (#) Vested ($)
Donald H. Nikolaus 175,00( — 14.0C 7/15/201! 40C 6,392
— 7127/202:
200,00( 50,00( 12.5( 12/20/202;
100,00( 116,66 14.5( 12/19/202:
58,33: 100,00( 15.9( 12/18/202.
15.8(
Kevin G. Burke 50,00( — 14.0C 7/15/201! — —
75,00( — 7127/202:
30,00( 15,00( 12.5( 12/20/202.
25,00( 50,00( 14.5¢ 12/19/202:
— 45,00( 15.9( 12/18/202.
15.8(
Cyril J. Greenya 50,00( — 14.0C 7/15/201! 40C 6,392
75,00( — 7127/202:
30,00( 15,00( 12.5( 12/20/202.
25,00( 50,00( 14.5¢ 12/19/202:
- 40,00( 15.9( 12/18/202:
15.8(
Jeffrey D. Miller 55,00( — 14.0C 7/15/201! — —
75,00( — 7127/202:
30,00( 15,00( 12.5( 12/20/202.
25,00( 50,00( 14.5¢ 12/19/202:
— 45,00( 15.9( 12/18/202.
15.8(
Sanjay Pandey 72 — 14.0C 7/15/201! — —
11,667 — 7127/202:
23,33: 11,66 12.5( 12/20/202.
25,00( 50,00( 14.5¢ 12/19/202:
— 40,00( 15.9C 12/18/202.
15.8(
Robert G. Shenk 50,00( — 14.0C 7/15/201! — —
75,00( — 7127/202:
30,00( 15,00( 12.5( 12/20/202.
25,00( 50,00( 14.5¢ 12/19/202:
— 40,00( 15.9( 12/18/202:
15.8(
Daniel J. Wagner 40,00( — 14.0C 7/15/201! — —
75,00( — 7127/202:
30,00( 15,00( 12.5( 12/20/202.
25,00( 50,00( 14.5¢ 12/19/202:
- 40,00( 15.9( 12/18/202:
15.8(
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Option Exercises and Stock Vested

The following table summarizes stock options ouned executive officers exercised and, in the caseionamed executive officers
who are also directors, restricted stock awardtedesliuring 2014:

Option Exercises and Stock Veste

Option Awards Stock Awards

Number of Shares Value Realized Number of Shares Value Realized
Name Acquired on Exercise (# on Exercise ($)(1 Acquired on Vesting (# on Vesting ($)(1
Donald H. Nikolaus — — 40C 6,36(
Kevin G. Burke — — — —
Cyril J. Greeny: — — 40C 6,36(
Jeffrey D. Miller — — — —
Sanjay Pande — — — —
Robert G. Shen — — — —
Daniel J. Wagne 10,00( 2,10( — —

(1) We calculate the value our named executiveef§ realized on exercise or vesting based upocldiseng price of our Class A common
stock on NASDAQ on the date of exercise or vedl#sg the exercise price of the option awa

Pension Benefits

None of our named executive officers participatedrihad an account balance in qualified or goalified defined benefit plans that
sponsored in 2012, 2013 or 2014, and we contemptate for 2015.

Non-Qualified Deferred Compensation

None of our named executive officers participatedrihad an account balance in non-qualified defecompensation plans or other
deferred compensation plans that we maintaine®1222013 or 2014, and we contemplate no such darZ)15.

Limitation of Liability and Indemnification

Our certificate of incorporation includes a prowisithat limits, to the maximum extent Delaware [gvmits, the liability of our
directors and officers to us and to our stockhader money damages except for liability resultiramn:

» actual receipt of an improper benefit or profiniloney, property or services;
 active and deliberate dishonesty established layahjidgment as being material to the cause abac

This limitation does not, however, apply to viotats of the federal securities laws, nor does iit lihe availability of non-monetary
relief in any action or proceeding.

Our certificate of incorporation and By-laws obligais, to the maximum extent Delaware law perrtotindemnify any person who is
or was a party, or is threatened to be made a,fargny threatened or pending action, suit or @eding by reason of the fact that such pe
is serving or served as one of our directors dcei§, or, while one of our directors or officegsserving or served as, at our request, as a
director or officer of another entity. Insofar aslémnification for liabilities arising under thedfral securities laws may be permitted to our
officers and directors pursuant to the foregoimymions, we understand that, in the opinion of $i€C, such indemnification is against
public policy as expressed in such laws and is fomeeable.

In addition, our certificate of incorporation angi-Baws permit us, at our expense, to purchase aidtain insurance to protect us,
Donegal Mutual and any of our or their subsididrita®ctors, officers or employees
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against any liability of any character assertedreggar incurred by us, Donegal Mutual or any sdthctor, officer or employee or arising ¢
of any such person’s corporate status, whetheobwa would have the power to indemnify such pemgainst such liability under Delaware
law or Pennsylvania law, as the case may be. Wenadsntain, and intend to continue to maintairjility insurance that covers our officers
and directors as well as the officers and direaddiBonegal Mutual and the directors and officdrewr subsidiaries and the subsidiaries of
Donegal Mutual.

Report of the Compensation Committees of Donegal Mual and DGI

The compensation committee of our board of direchaid a joint meeting with the compensation cor@aibf the board of directors of
Donegal Mutual on February , 2015. The compémsaommittees reviewed and discussed the compiengdiscussion and analysis that
appears in this proxy statement under the captioetutive Compensation Discussion and Analysis.”

Based on the review and discussion by our compiensadmmittee with management and the joint meatiity the members of our
compensation committee and the compensation coaaift Donegal Mutual, the members of our compemsatbmmittee then held a
separate meeting at which our compensation conmamigieéiewed our success in meeting our corporatectigs for 2014. Our compensation
committee then reviewed the individual performaoteur named executive officers.

Our compensation committee recommended to our bafadttectors that our board of directors apprdweinclusion of the
compensation discussion and analysis set forthisnproxy statement under the caption “Executivenfensation Discussion and Analysis”
for filing with the SEC and the incorporation byarence of such compensation discussion and asalysiur Annual Report on Form 10-K
for the year ended December 31, 2014 for filinghwiite SEC.

March 6, 2015 MEMBERS OF THE COMPENSATION COMMITTEES OF
DONEGAL GROUP INC. AND
DONEGAL MUTUAL INSURANCE COMPANY

Scott A. Berlucchi
Philip H. Glatfelter, Il
Jack L. Hess

Kevin M. Kraft, Sr.
Richard D. Wampler, |

Equity Compensation Plan Informatiol
The following table sets forth information regamgliour equity compensation plans:

Number of securities
(by class) remaining

Number of securities available for future
(by class) to be issue Weighted-average issuance under equity
upon exercise of exercise price of compensation plans
outstanding options, outstanding options (excluding securities
Plan category warrants and rights warrants and rights reflected in column (a)

@) (b) ©
Equity compensation plans approve
by securityholder 8,183,43((Class A) $ 14.69(Class A) 1,045,70((Class A)
Equity compensation plans not
approved by securityholde — — —

Total 8,183,43 $ 14.6¢ 1,045,70!
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PROPOSAL 1
ELECTION OF CLASS B DIRECTORS

Introduction

The DGCL, the PHCA and our By-laws govern the ébecof our directors by our stockholders. Becausedyal Mutual has owned
more than a majority of the aggregate voting posieur outstanding shares of common stock sinceérmaption, Donegal Mutual has had
the ability to control the election of all of ouirectors and has always voted for the electiorhefdandidates for directors our nominating
committee and board of directors nominated. Donktiaual has advised us in writing that it will aldo so at our 2015 Annual Meeting.

Since 1986, our board of directors has reviewed@ationship with Donegal Mutual on an annual $a&s a result of the most recent
such review, our board of directors concluded umanisly that the continuation of our historical tilaships with Donegal Mutual are in our
best interests and the best interests of our stbd&hs, including our stockholders other than Dahégutual.

The following discussion summarizes the processitiminating committee of our board of directorddads in connection with the
nomination of candidates for election as direcbhyr®ur stockholders and their taking of office.

Nominations
Our By-laws provide that:

» our board of directors shall annually appoint a im@ting committee that consists of not less tham divectors who are not officers
employees of Donegal Mutual or us and who do nat beneficially 10% or more of our Class A commarcktor our Class B
common stock; an

* our nominating committee shall, prior to each ahmueeting of stockholders, determine and nominatelicates for election as
directors to succeed the class of directors whases of office will expire upon the election of elitors of that class at that year’s
annual meeting of stockholders by our stockholdedstheir taking of office

In accordance with our By-laws, on April 17, 204y board of directors appointed a nominating cottemiconsisting of Philip H.
Glatfelter, Il, Kevin M. Kraft, Sr., Jon M. Mahamd Richard D. Wampler, Il. Neither Mr. Glatfeltédy. Kraft, Mr. Mahan nor Mr. Wampler
is an officer or employee of Donegal Mutual or us.deneficial owner of a 10% or greater interagiur Class A common stock or a 10% or
greater interest in our Class B common stock.

Our Nominating Procedures

Any DGI stockholder may nominate candidates focteda as director at any annual meeting of ourldiolders provided they comply
with the advance notice provisions and other applie provisions of our By-laws. We describe thaseedures under “Stockholder
Proposals” in this proxy statement. The nominatiommittee may also consider candidates our managegmeposes. We do not use
executive search firms to identify director cantida

With the exception of applicable regulations of 8t€C, the listing application standards of NASDA® ¢he PHCA, our nominating
committee does not have any specific, minimum djgations for the nomination of a candidate forcgilen as one of our directors. The
nominating committee may take into account suctofacs it deems appropriate. These factors indlueludgment, skill, diversity and
business experience of the candidate, the integfllye candidate’s experience with the experiefdae other members of our board of
directors and the extent to which the candidateldvoantribute to the overall effectiveness and expee of our board of directors.
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The nominating committee and our board of directorssiders, at a minimum, the following factorsdantifying and evaluating
potential new director candidates, including amgkholder nominee, or the continued service ofcaurent directors:

» The professional experience of a candidate fottiele@s a director. A candidate should have a teobaccomplishments and have
recognized achievements in the candi's field of employment

* Whether the candidate serves as a member of Dohegah's board of director:

» The education, expertise and experience of theidated and the candidate’s ability to offer advéeel guidance to our chief
executive officer based on that candi’'s education, expertise and experiel

» The candidate’s possession of high personal arfégsional ethics, integrity and values, as wehl a@g&monstrated record of
cooperative interaction with the board of directainsl senior management of other companies for whieltandidate serves as a
director.

» A candidate should be inquisitive and objectivejehthe ability to exercise practical and sound ess judgment and think
independently

» The ability of the candidate to devote sufficidmnte to carrying out effectively his or her dutieglaesponsibilities as one of our
directors.

» A candidate should have a history of engagemehisior her principal position of not less than fixgars during which the candidate
has demonstrated the candic's ability to work effectively with other:

We seek qualified candidates who, taken togetlkeresent a diversity of skills, backgrounds anceerpce, including ethnic
background, gender and professional experiencen@uinating committee assesses the areas of esgoarid functional skills that would
assist us in rounding out the existing collectitrersgths of our board of directors.

Since our formation in 1986, and because Donegaudihas had a greater than majority voting cordfals since our inception in
1986, a majority of our board of directors has gisvimcluded that number of directors who also sesvenembers of the board of directors of
Donegal Mutual as constitutes a majority of ourrbazf directors. The number of Donegal Mutual-deatgd members who serve on our
board of directors has ranged from six of eighectiors in 1986 to six of 11 directors in 2014. Tienber of Donegal Mutual directors who
also serve on our board of directors will remaisiatof 11 directors following our 2015 Annual Miegf assuming our board of directors’
nominees for election as Class B directors recaighirality of the votes our stockholders castuat2015 Annual Meeting. It is our intent and
the intent of Donegal Mutual to maintain that numbeDonegal Mutual directors who also serve onlmaaird of directors as constitutes a
majority of our board of directors as long as Dalédutual continues to own more than a majorityhaf aggregate voting power of our two
outstanding classes of common stock.

In nominating candidates for election as membemuotboard of directors, the nominating committéewr board of directors takes ir
account the relative diversity of our policyholdarsl our stockholders. The nominating committeesdme discriminate against any director
candidate on the basis of race, color, religior, sational origin, age, ancestry or disability.

The Role of the Nominating Committee of Our Boardl Birectors

The nominating committee met on January 27, 20 v#duate the performance and qualifications offtlve Class B members of our
board of directors whose terms will expire uponetextion of their successors at our 2015 Annuatting and the taking of office by their
successors. After considering the performance aatifigations of the four Class B members of ouatubof directors during the past three
years, the nominating committee nominated all foaumbent Class B directors named below for regedb a new term as Class
directors. On January 30, 2015, our board of dirsainet and accepted the report of the nominatimgnaittee and approved the nomination
by the nominating committee of the four incumbelass B directors as candidates for election ass@®adirectors at our 2015 Annual
Meeting.
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Our Nominees for Election as Class B Directors

Our board of directors currently has 11 memberscamgists of four Class B directors, three Clasiréctors and four Class A directc
We elect each director of each class for a three-4ggm and until the director’s successor takéiseafThe current three-year terms of our
Class B directors expire at our 2015 Annual Meetind upon the election and taking of office of tfseiccessors. The current three-year
terms of our Class C directors next expire at @ir&2annual meeting of stockholders and upon tretieteand taking of office of their
successors, and the current three-year terms dflags A directors next expire at our 2017 annuggting of stockholders and upon the
election and taking of office of their successors.

We will elect four Class B directors at our 2015Wal Meeting. Unless you have marked your proxyl ¢arthe contrary, we have
instructed the proxies named on your proxy canebte for the election of the four nominees for Gl&sdirectors we name in this proxy
statement.

If any of the named nominees for Class B direceardmes unavailable for any reason, our board ettlirs will designate a substitute
nominee. Our board of directors believes each neewill be able to serve if elected. A majorityoafr board of directors may fill any
vacancy that occurs in our board of directors for @ason until the expiration of the term of thess of directors in which the vacancy has
occurred.

The names of our four nominees for election assIadirectors, and our Class C directors and oas€A directors who will continue

in office after our 2015 Annual Meeting until thepération of their respective terms and the elecdad taking of office of their respective
successors, together with certain information reiggrthem, are as follows:

Class B Directors

Director Year Term
Name Age Since Will Expire*
Kevin M. Kraft, Sr. 62 201C 201¢
Jon M. Mahar 45 2007 201¢
Donald H. Nikolaus 72 198¢ 201¢
Richard D. Wampler, | 73 200t 201¢

* |f elected at our 2015 Annual Meetir

Our board of directors recommends you vote FORetietion of the four nominees for Class B directwesname above.

Our Class C Directors and Class A Directors Who Wibntinue as Directors After Our 2015 Annual Meetj
Class C Directors

Director Year Term
Name Age Since Will Expire
Scott A. Berlucchi 57 2013 201¢
Barry C. Huber* 63 201t 201¢
S. Trezevant Moore, J 61 200¢ 201¢
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Class A Directors

Director Year Term
Name Age Since Will Expire
Robert S. Bolinger 78 198¢ 2017
Patricia A. Gilmartir 75 198¢ 2017
Philip H. Glatfelter, Il 85 198¢ 2017
Jack L. Hes! 67 2011 2017

* QOur board of directors appointed Mr. Huber aslas€ C director on January 30, 2015 to fill a vagaand to serve until the next election of
our Class C directors at our 2016 annual meetirgjarfkholders and until his successor takes of

Mr. Berlucchi has been president and chief exeeutificer of Auburn Memorial Hospital, Auburn, Ne¥ork since 2007. From 2004
2007, Mr. Berlucchi was president and chief exeeutfficer of Elk Regional Health System in St. Mar Pennsylvania. We believe the
experience of Mr. Berlucchi as the chief executffecer of a major hospital system qualifies himsterve as a member of our board of
directors.

Mr. Bolinger retired in 2001 as chief executiveicdf of Susquehanna Bancshares, Inc., a positidreloefrom 1982 to 2001. From
2000 to 2002, Mr. Bolinger served as chairman eflibard of directors of Susquehanna BancsharesMadelieve Mr. Bolinger’s
experience as the chief executive officer of a méf@ncial institution qualifies him to serve oardoard of directors.

Mrs. Gilmartin was an employee of Associated Doh&gaurance Brokers from 1969 until her retiremianEebruary 2013. That agency
has no affiliation with us, except that AssociaEzhegal Insurance Brokers receives insurance cosionis in the ordinary course of busin
from our insurance subsidiaries and Donegal Mutuaktcordance with their standard commission sclescand agency contracts.

Mrs. Gilmartin has been a Donegal Mutual director34 years and provides valuable input to mairgaith enhance the relationships between
Donegal Mutual and us and our respective insurageats. Mrs. Gilmartin, who has been a registersedrance agent for over 50 years, helps
provide us and our insurance subsidiaries withghisinto the concerns of agents. We believe thg Eperience of Mrs. Gilmartin as an
insurance agent and her long association as ooerafirectors qualifies her to serve on our bodrdi@ctors.

Mr. Glatfelter, who has extensive banking expergemetired in 1989 as a vice president of Meriddamk, a position he held for more
than five years prior to his retirement. Mr. Glét#e has been a director of Donegal Mutual for 8ang and has been instrumental in
promoting the growth of Donegal Mutual and us. Mlatfelter was vice chairman of the board of dioestof Donegal Mutual from 1991 to
2001 and served as chairman of our board of direétom 2001 to April 2012 and chairman of the lobaf directors of Donegal Mutual sin
2001. He also serves on the board of directors@B Lbur banking affiliate, and Conestoga Title lrssice Company, a subsidiary of Donegal
Mutual. Mr. Glatfelter is also a director of a Laister County-based water utility and has serveddisector and chairman of several
community-based non-profit entities. We believe Mlatfelter’'s extensive experience with financratitutions and his long service on our
board of directors qualifies him to continue toveeon our board of directors.

Mr. Hess has been a certified public accountaniriore than 30 years. He became a partner in Hédss%, certified public accountar
in 1982 and was the managing partner of that fiaomf1998 to 2010. Effective January 1, 2011, Hess$e%s merged with Bertz & Co. and
operates under the name Bertz, Hess & Co., LLPHéss has been a director of Donegal Mutual sif@f8 2a director of DGI since 2011 ¢
a director of Conestoga Title Insurance Comparsytssidiary of Donegal Mutual, since 2006. Mr. Hdsstkground brings significant
auditing and tax expertise to our board of directs well as experienced business managementahdlsignificant standing in the Lancaster
business community, which we believe qualifies Miess to serve on our board of directors.
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Mr. Huber practiced for over 35 years as a cedifiablic accountant with the Lancaster, Pennsybraised public accounting firm of
Trout, Ebersole & Groff, LLP, for which he servesimanaging partner from 1998 to 2010. He retirethfthat firm in 2012. He served as a
director of Union National Financial Corporatiordadnion National Community Bank from 2006 until 205ince DFSC acquired Union
National Financial Corporation in 2011, Mr. Hubaiskserved as a director and chairman of the aanitrittee of the board of directors
UCB. We believe the experience of Mr. Huber asnttamaging partner of a major regional public accimgnfirm and his experience as a
director of UCB and the predecessor of UCB qualfy Huber to serve on our board of directors.

Mr. Kraft has served as a director since Decemb882Mr. Kraft has been the chief executive officEClyde W. Kraft Funeral Home,
Columbia, Pennsylvania since 1995. Mr. Kraft i®alsgistered as an insurance agent with the Perarsg Department of Insurance.
Mr. Kraft served as a director of Central Savingd hoan Association in Columbia, Pennsylvania frod80 to 1992. After Farmers First
Bank acquired Central Savings and Loan AssociabtmKraft served as a member of the regional badf@armers First Bank. Mr. Kraft
currently serves on the board of directors of adaater County-based water utility, Conestoga Titseirance Company and UCB. Mr. Kraft
has been a director of Donegal Mutual since 2008 bélieve Mr. Kraft's experience with financial fiistions qualifies him to continue to
serve as a member of our board of directors.

Mr. Mahan has been a managing director in the knvesst Banking Division of Stifel Nicolaus & Comparincorporated, or Stifel
Nicolaus, and, previously, Legg Mason Wood Walkecprporated, prior to the acquisition of the Leédgson Capital Markets Division k
Stifel Nicolaus on December 1, 2005. Mr. Mahanéai.egg Mason in 1996 and served as a principai 2601 to 2004. Mr. Mahan
specializes in corporate finance with a focus ongaes and acquisitions, and has experience witlriaty of corporate transactions involving
mergers and acquisitions. Mr. Mahan’s expertiseebenour analysis of acquisition opportunities amakes him a desirable member of our
board of directors.

Mr. Moore has served as an executive vice presiofgirstKey Mortgage, LLC, a subsidiary of Cerbgraince October 2014.
Mr. Moore served as a managing director in the rsééesi unit of the Royal Bank of Scotland from Owm¢o 2012 to October 2014. From Ma
2010 until October 2012, Mr. Moore served as seviite president, Strategic Investment Group, of Federal Home Loan Mortgage
Corporation. From November 2008 to March 2010, Mioore served as a consultant to an interest rsitemanagement company. From May
2008 to November 2008, Mr. Moore served as a ctanrsiulo a medical malpractice insurance companyb@lieve the experience of
Mr. Moore in mortgage securities and financial basses amply qualifies him to serve as a membaurdboard of directors.

Mr. Nikolaus has been president and chief execuifieer of Donegal Mutual since 1981 and a direcbDonegal Mutual since 1972.
He has been our president and chief executiveasfiimce 1986 and chairman of our board of direcsorce April 2012. Mr. Nikolaus also
serves as the chairman of the board of directot$GB and as chairman of the board or presidenaoh ®f our insurance subsidiaries as well
as Conestoga Title Insurance Company. Prior tdahmeation of the predecessor to UCB, Mr. Nikolaasved as a director of several regional
banks. Mr. Nikolaus has also served as chairmdheosurance Federation of Pennsylvania. Mr. Nikslhas been a partner in the law firm
of Nikolaus & Hohenadel since 1972. Mr. Nikolausaaturrently serves as an executive officer anecthr of several Lancaster Courligse!
water utilities. The leadership and accomplishmentdr. Nikolaus as our chief executive officer fover 25 years provides a strong
foundation for the continuation of Mr. Nikolausasember of our board of directors.

Mr. Wampler is a certified public accountant andsed as a principal of the accounting firm of Bro®&chultz Sheridan & Fritz from
1998 to 2005. For 28 prior years, Mr. Wampler wasgdner in the accounting firm of KPMG LLP. Hisaptice focused on property and
casualty insurance companies. Mr. Wampler is alsember of the board of trustees of the Pennsydv8nhool Boards Association
Insurance Trust and the boards of directors ahgarance subsidiaries. He also served previowstymember of the subscribers advisory
committee of the third largest medical professidiadility insurer in Pennsylvania. We believe Myampler’'s
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background and financial expertise qualifies Mr.riéer to serve on our board of directors and assisth our analysis of statutory
accounting principles as well as generally acceptadunting principles and in analyzing and maimigj internal controls over financial
reporting.

Six of our 11 current directors also serve as tlirsocof Donegal Mutual with whom we have a varietynter-company agreements
providing for, among other things, the pooling dfahtic States’ underwriting results with thosebafnegal Mutual, reinsurance and expense-
sharing. See “The Relationship of Donegal Mutua B&I.” After the election of the nominees for a3 directors we name in this proxy
statement, six of our 11 directors will also coua#rto serve as directors of Donegal Mutual. Weelveliour board membership appropriately
represents our public stockholders, who collecfiweined approximately one-third of the aggregatingopower of our outstanding shares of
our Class A common stock and our outstanding shafresr Class B common stock at March 2, 2015, @adegal Mutual, which owned
approximately two-thirds of the aggregate votingvpoof our outstanding shares of our Class A comstook and our outstanding shares of
our Class B common stock at March 2, 2015.

Our board of directors unanimously recommends thatu vote FOR the election of our four nominees &rge as Class B directors
for a term of three years and until their respeatisuccessors take offic

PROPOSAL 2
APPROVAL OF OUR 2015 EQUITY INCENTIVE PLAN FOR EMPL OYEES

Description of Our 2015 Equity Incentive Plan formployees
Purpose

Our board of directors adopted our 2015 equity eyg® plan for employees, or our 2015 Employee RlarMarch 6, 2015, subject to
stockholder approval of our 2015 Employee Plaruat2®15 Annual Meeting. The objective of our 20¥6oyee Plan is to provide an
incentive to our employees to contribute to oumghy development and financial success as wehaisdf the member companies of the
Donegal Insurance Group by continuing to alignitiierests of our employees with the interests ofstockholders. We include a copy of our
2015 Employee Plan as Appendix A to this proxyestednt.

Grants

Our 2015 Employee Plan, if approved by the recuiigitte of our stockholders at our 2015 Annual Megtwill permit the granting of
options to purchase an aggregate of 4,500,000sbécur Class A common stock, including optionsimtend will qualify as incentive stock
options under Section 422 of the Code, and nonHpdhktock options we do not intend will qualifpder Section 422 of the Code. Although
all of Donegal Mutual’'s employees and all of thepdogees of our respective subsidiaries and aféiiare eligible to receive options under
our 2015 Employee Plan, the award of options togarticular employee is subject to the discretibow board of directors and its
compensation committee. We will target the graraftfon awards to those officers and employeeb®iXonegal Insurance Group who are
responsible for management and direction of itsn@ss. Our intent is to provide those officers antbloyees with the opportunity to
participate in the growth we anticipate in the eabf our Class A common stock.

Our board of directors may make the following typégrants under our 2015 Employee Plan:
 qualified and no-qualified stock options

* restricted stock awards; a

 other stoc-based awards based on, measured by or payablargsstf our Class A common sto
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Upon the approval of our 2015 Employee Plan, wénaillonger grant options under our 2013 Employlea PThe maximum number
shares of our Class A common stock for which we grayt options under our 2015 Employee Plan mayxkcted 4,500,000 shares. For
administrative purposes, our board of director$ ie#erve shares for issuance when we grant optioparchase our Class A common stock
under our 2015 Employee Plan. If an option expireterminates for any reason before it is fullytedsor exercised, we may again make the
number of shares subject to that option that thmpge has not purchased or that has not vestgecsub another option under our 2015
Employee Plan. We will make appropriate adjustm@ntsutstanding options and to the number or kinshares subject to our 2015
Employee Plan in the event of a stock split, rezateck split, stock dividend, share combinationeatassification and certain other types of
corporate transactions, including a merger or @ shll or substantially all of our assets. Theximaum number of shares of our Class A
common stock for which we may grant an option tp @mployee in any calendar year under our 2015 Byl Plan may not exceed 200,
shares.

Administration

Our board of directors or a board committee of twonore members who are non-employee directorsmiitie meaning of Rule 16b-3
under the Exchange Act will administer our 2015 Eoyee Plan. Our compensation committee, with thecadof our president and chief
executive officer, will:

» recommend to our board of directors the employe@giom we will grant options and the type, amourdtmres and terms of each
option grant

» determine the exercise price for the purchase afeshof our Class A common stock subject to optiaiéch exercise price may not
be less than 100% of the closing price of our Clasemmon stock on the NASDAQ Global Select Marksbf the close of busine
on the day before the date of grant of the op!

» determine whether the options are incentive st@tlons or non-qualified options, although we hagegranted incentive options in
recent years

* interpret the provisions of our 2015 Employee Riad decide all questions of fact arising in theliapfon of our 2015 Employee
Plan; anc

» make all other determinations necessary or adwedablthe administration of our 2015 Employee P

Option Agreements

Our compensation committee will determine the eserprice of any stock options we grant. The exergirice of an option will be
equal to or greater than 100% of the fair mark&ievaf our Class A common stock as of the closeusiness on the day before the date of
grant. Our 2015 Employee Plan defines fair markduer as the closing price of our Class A commookstm the NASDAQ Global Select
Market on the day before the date on which we gaigstock option. In the event no sales on the NAQD®obal Select Market occur on st
date, we will determine the fair market value athefdate immediately preceding the day beforalttte of grant of a stock option.

An option holder, upon the exercise of an optioma portion of an option, must pay the exerciseepircfull of the shares the option
holder purchases. The payment will equal the egengiice of the option times the number of shavesvhich the option holder has exercised
his or her option. An option holder may pay thereise price by:

 the payment of casl

 delivery of shares of our Class A common stock hgué fair market value on the date of exercise leiguhe exercise price of the
number of shares for which the option holder isreiseng his or her optior
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» having a broker or our transfer agent sell shafesioClass A common stock the option holder ownmaugtaneously with the exerci:
of the option and remitting the aggregate exengig= to us and the remainder of the proceedsetttitder of the option; ¢

» any other method our board of directors authorizéts discretion

The policy of our compensation committee is thabption holder exercising an option must pay ustamgs we have the obligation to
withhold as a result of the exercise at the timexa@trcise.

We will evidence the grant of an option by delingria written option agreement to each option hol@lee option agreement will be
consistent with the terms of our 2015 Employee Rlathas our compensation committee approves fiomn tib time. The option agreement
will state the number of shares of our Class A camistock the option holder may purchase pursuathtet@ption granted, the exercise price,
when the option holder may exercise all or a pathe option and the term for which the optionxereisable.

The term of any option under our 2015 Employee Riay not exceed five years. Our board of directolisdetermine when options
become exercisable, and may accelerate the exeititisaf outstanding options at any time for amason. Except as we may otherwise
provide in the option agreement granting an optimnemployee may only exercise an option whileohtéon holder remains a Donegal
Insurance Group employee. The option agreemenaiglhe circumstances in which an optionee maycesesan option after the terminat
of the optionee’s employment.

Transferability
An employee may not transfer an option granted unde2015 Employee Plan except by will or by thed of descent and distribution.

Incentive Options and No-Qualified Options

Our board of directors will determine whether optiave grant are incentive stock options meetingdljairements of Section 422 of
the Code or non-qualified options that do not $atise requirements of Section 422 of the Codédiaalgh, as noted earlier, as a historical
matter, we have not granted incentive stock optinmecent years. We may grant incentive stockomgtionly to eligible employees. All of
Donegal Mutual’'s employees and all employees ofrespective subsidiaries and affiliates are eletblreceive a stock option under our
2015 Employee Plan. An employee may not exercisaamntive stock option after the expiration ofefiyears from the date of grant. An
optionee may not receive incentive stock optioms tinst become exercisable in any calendar yeastiares with an aggregate fair market
value determined at the date of grant in exce$d 060,000.

Amendment and Terminatiol

Our 2015 Employee Plan will remain in effect uitgril 15, 2020. Without stockholder approval, weymt amend our 2015
Employee Plan if the amendment would materiallyéase:

» the number of shares that we may is:

« the benefits accruing to participants;

 the requirements for eligibility for participatio

In all other respects, our board of directors magiad, modify, suspend or terminate our 2015 Emg@d3lan, except that our board of
directors may not make any modification, amendnoerérmination to our 2015 Employee Plan, withdwg tonsent of an optionee, if such

modification, amendment or termination would adegrsffect the rights of the optionee under ant@uiding option. In addition, our boarc
directors may not reprice stock options.
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Federal Income Tax Consequences

A general summary of the federal income tax conseges of grants of stock options under our 20151&yep Plan follows. Grants
may also be subject to state and local taxes. Yéadnthis discussion for use by our stockholdedeiermining how to vote at our 2015
annual meeting of stockholders and not as tax adeiour employees who receive grants of stoclooptunder our 2015 Employee Plan.

An employee receiving a stock option will not reoizg taxable income for federal income taxes upengrant of the stock option, nor
will we be entitled to any deduction on accounttef grant of a stock option. Upon the exercise mdéma-qualified stock option, an employee
will recognize ordinary income in the amount by efhthe fair market value of the shares on the dbéxercise then exceeds the exercise
price of the option.

The basis of shares acquired upon the exerciseofhayualified stock option will equal the fair rkat value of the shares on the date of
exercise, and the holding period of the sharesdpital gain purposes will begin on the date ofreise. In general, we will be entitled to a
business expense deduction in the same amount #mel same time as an employee recognizes ordineoyne upon exercise of a non-
qualified stock option.

A purchase of shares upon exercise of an incestogk option will not result in recognition of ino@ at that time, provided the
optionee was our employee during the period froendite of grant until three months before the daexercise, or 12 months if the
employment of the employee terminates due to totdlpermanent disability. The basis of the shanemngployee receives upon exercise ¢
incentive stock option is the exercise price tineesnumber of shares purchased. The holding pésioslich shares for capital gain purposes
begins on the date of exercise.

If an optionee does not dispose of the sharesptienee purchased upon the exercise of an incestdak option for one year after the
optionee’s purchase of the shares or within twayafter the date of the grant of such incentieelsbption, whichever is later, then any gain
or loss realized on a later sale or exchange df shares will generally be a long-term capital gaia long-term capital loss equal to the
difference between the amount the optionee realipes the disposition and the exercise price.dfdptionee sells the shares during such
period, i.e., within two years after the date airgrof the incentive stock option or within one yafier the purchase of the shares by the
optionee upon the exercise of the stock optionstte will be deemed a “disqualifying dispositiom’the event of a disqualifying dispositic
the optionee will recognize ordinary income eqoahie amount, if any, by which the lesser of therfaarket value of such shares on the date
of exercise or the amount realized from the sateeed the amount the optionee paid for such shares.

Tax Withholding

We have the right to require the recipient of amngto pay to us an amount necessary to satisfjederal, state and local tax
withholding obligations with respect to a granthat recipient. We may withhold an amount necesgapgatisfy these amounts from other
amounts we would otherwise pay to the recipient.

Potential Dilutive Effect of Stock Option

Our board of directors believes our granting otktoptions to our employees and directors as veetha employees and directors of
subsidiaries and our affiliates is an important paour compensation philosophy and that our stmion grants promote the interests of
DGI and its stockholders by aligning the interegtsuch employees and directors with the interestir stockholders and motivating such
employees and directors to achieve our long-terrparate objectives. For those reasons, our boadirettors believes it is desirable and
appropriate that our stockholders vote to apprare2615 Employee Plan and our 2015 Director Plan.

If all of the currently outstanding and exercisatygions to purchase shares of our Class A comnomk svere exercised, the shares so
issued would represent approximately 20.8% of tivaler of shares of our
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Class A common stock outstanding at March 2, 20h&. average number of options to purchase Classarfes we have issued in each of the
last three years is 1.9 million at a weighted ageraxercise price of $15.48 per share. As we risgvbere in this proxy statement, upon
stockholder approval of our 2015 Employee Plan@nd2015 Director Plan, we will no longer make gsaimder our previous incentive
plans.

The potential dilution we describe above may noinldéative of the actual number of shares we isgllie in the future. Our stock
compensation plans do not contemplate the amoutithorg of specific equity awards, other than the@al restricted stock grant of 500
Class A shares to each director.

The potential dilution we describe above is a faoMaoking statement. Forward-looking statemenésrant facts. Actual results may
differ materially because of factors such as tiwesadentify in the reports we file with the SEC.

Our board of directors recommends a vote FOR apiosf our 2015 Employee Plan.

PROPOSAL 3
APPROVAL OF OUR 2015 EQUITY INCENTIVE PLAN FOR DIRE CTORS

Description of Our 2015 Equity Incentive Plan foriBectors
Purpose

On March 6, 2015, our board of directors adopted2@15 equity incentive plan for directors, or @015 Director Plan, subject to
stockholder approval at our 2015 Annual Meetinge Pharpose of our 2015 Director Plan is to enhaneeability and the ability of the
member companies of the Donegal Insurance Groafiract and retain qualified directors, to provadportion of the compensation of our
directors in the form of equity and, in so doir@strengthen the alignment of the interests ofdingctors with the interests of our
stockholders. We include a copy of our 2015 Direftan as Appendix B to this proxy statement.

Grants
Our 2015 Director Plan provides for:
 the grant of no-qualified stock options to eligible n-employee directors; ar

» an annual restricted stock award of 500 sharedasfsCA common stock to each of our directors arttiéalirectors of Donegal
Mutual who are not also our directo

We make annual restricted stock awards on an atitesis to our directors, without any action loy board of directors or the board
of directors of Donegal Mutual. The total numbesbéres of Class A common stock that may be thiestudf grants under our 2015 Direc
Plan may not exceed 500,000 shares.

The number of persons who are eligible to partteipa our 2015 Director Plan is currently 31, cstiag of our directors, the directors
of Donegal Mutual, the directors of our respectubsidiaries and the directors of each of the caegdrom which we or Donegal Mutual
assume 100% quota-share reinsurance. We haveardgedrany options or restricted stock awards uadef015 Director Plan, and we have
not made any determination as to the allocatiografts of options or restricted stock awards under2015 Director Plan, except as we
describe above.

Our 2015 Director Plan provides for appropriateuatipents to outstanding options and to the numbkind of shares subject to our
2015 Director Plan in the event of a stock spéitiarse stock split, stock dividend, share comhbimadir reclassification and certain other types
of corporate transactions, including our mergehwibother corporation or a sale of all or subsagitall of our assets.
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Our board of directors will administer our 2015 &itor Plan. Our board of directors has the powantaypret our 2015 Director Plan,
the director options and the restricted stock agaadd, subject to the terms of our 2015 Directanfto determine who will be granted
director options, the number of shares of our Ceassmmon stock subject to director options to kented to any non-employee director, the
timing of such grants and the terms of exercise.liard of directors has the authority to amendéhes of an option provided the
amendment does not materially impair the rightsldigations of the director, subject to the comtitthat our board of directors may not
reprice stock options. Our board of directors d&las the power to adopt rules for the administraiiwterpretation and application of our 2015
Director Plan. Our board of directors does not lewediscretion to determine who will be grantestnieted stock awards under our 2015
Director Plan, to determine the number of sharesuofClass A common stock to be subject to sudhictsd stock awards to be granted to
each director or to determine the timing of sucdmgg.

Restricted Stock Awards

Restricted stock awards consist of shares of Glassmmon stock that we issue in the name of thecttir but that the director may not
sell or otherwise transfer until one year afterdaée of grant. Upon the issuance of shares purso@restricted stock award, the director has
all rights of a holder of our Class A common stagdth respect to the shares, except that the directy not sell or otherwise transfer such
shares until one year after the date of grant.

We will evidence restricted stock awards by writtgmeements in such form consistent with our 20it&dior Plan as our board of
directors approves from time to time. Each agreg¢mhcontain such restrictions, terms and cormtis as our 2015 Director Plan requires.

Non-qualified Stock Options

The exercise price of an option will be equal tg@ater than 100% of the fair market value of ©lass A common stock on the date of
grant. Our 2015 Director Plan defines fair marlkadtie as the closing price of our Class A commoankstm the NASDAQ Global Select
Market on the day before the date of the granhefdption. In the event no sales on the NASDAQ @l&elect Market occur on such date,
we will determine the fair market value as of tl@edimmediately preceding the day before the daggeamt of a stock option.

A director may pay the exercise price of an optionash, by delivering shares of our Class A comistonk having a fair market value
on the date of exercise equal to the exercise pfitiee option the director is exercising, by havabroker sell Class A common stock
simultaneously with the exercise of the option serditting the aggregate exercise price to us aaryother method our board of directors
may authorize from time to time.

The term of any option under our 2015 Director Rtaay not exceed five years. Our board of directalisdetermine when options
become exercisable, and may accelerate the exeiitisaf outstanding options at any time for amason. Except as provided in the written
agreement evidencing each option grant, an optiay only be exercised while the recipient remaidg@ctor. The written agreement
evidencing the restricted stock award will explia circumstances in which an option may be exedcégter termination of an individual's
service as a director.

Transferability
A director may not transfer an option granted uraler2015 Director Plan except by will or by thev$aof descent and distribution.
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Amendment and Terminatiol

Our 2015 Director Plan will remain in effect urfipril 15, 2020. Our board of directors may term@at amend our 2015 Director Plan
at any time, subject to any required stockhold@rayal unless the termination or amendment wouldaiimany rights or obligations under
any outstanding director stock option.

Federal Income Tax Consequences

A general summary of the federal income tax conseges of grants of stock options under our 201Bddar Plan follows. Grants may
also be subject to state and local taxes. Thisriitien is intended for use by our stockholdergl@ermining how to vote at our 2015 Annual
Meeting and not as tax advice to directors whoivecgrants of stock options under our 2015 Direé&tam.

A director receiving a non-qualified option will ne@cognize income for federal income tax purpagem the grant of the option, nor
will we be entitled to any deduction on accounsw¢h grant. Upon the exercise of a non-qualifiedisbption, the director will recognize
ordinary income in the amount by which the fair kedivalue of such shares on the date of exercesedlceeds the exercise price of the
option.

A director who receives a restricted stock awartirecognize ordinary income in the year of receipeasured by the value of the
shares received determined without regard to Hesfer restriction. In general, we will be entitteda tax deduction in connection with grants
under our 2015 Director Plan in an amount equ#tdéoordinary income the director realizes at theetthe director recognizes ordinary
income.

Tax Withholding

We have the right to require a director who rece@rant of a non-qualified stock option to paysean amount necessary to satisfy
our federal, state and local tax withholding obfigias with respect to a grant to that recipient. M&y withhold an amount necessary to
satisfy these amounts from other amounts we wotlidravise pay to the recipient.

Potential Dilutive Effect of Stock Option

We refer you to the discussion of the effect ouditag stock options may have on the price andigadolume of our Class A common
stock under “Approval of Our 2015 Equity Incent®kan for Employees — Potential Dilutive Effect ab& Options.”

Our board of directors recommends a vote FOR apgioaf our 2015 Director Plan.

PROPOSAL 4
RATIFICATION OF THE APPOINTMENT BY OUR AUDIT COMMIT  TEE OF
KPMG LLP TO SERVE AS OUR INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR 2015

Our audit committee has appointed KPMG LLP to seasweur independent registered public accountimg fior our fiscal year ending
December 31, 2015. Although our By-laws do not neggthat we submit our audit committee’s appointtrefiKPMG LLP to our
stockholders for ratification, we do so as a maifegood corporate governance.

Representatives of KPMG LLP will attend our 2015né4al Meeting and will respond to appropriate questi The KPMG LLP
representatives will also be able to make a statedh@ing our 2015 Annual Meeting if any of themeatenine to do so.

Our board of directors recommends that you vote F@T ratification of our audit committee’s appointemt of KPMG LLP as our
independent registered public accounting firm fouofiscal year ending December 31, 2015.
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Even if our stockholders ratify the appointmenK&fMG LLP, our audit committee, in its discretionaynappoint a different
independent registered public accounting firm gttame during 2015 if our audit committee deternsitieat such a change would be in our
best interests and in the best interests of oekhktuders.

AUDIT AND NON-AUDIT FEES

Our audit committee approves the fees and otheifignt compensation we pay to our independeristeged public accounting firm
for the preparation and issuance of an audit regpomtlated work incidental to the opinion. Our aiwdmmittee also approves all auditing
services and permitted non-audit services, inclydle fees and terms for such services, to be peeit for us by our independent registered
public accounting firm, subject to the de minimieeptions for non-audit services described in tkehange Act. Our audit committee
delegates to our audit committee chairman pre-aggbeuthority for non-audit services up to $25,800ject to subsequent approval by the
full audit committee at its next scheduled meeting.

Our audit committee reviewed and discussed with KPIMLP the following fees for services KPMG LLP remdd to us during our 20
fiscal year and considered whether KPMG LLP’s perfance of any non-audit services is compatible WitMG LLP’s independence.

e Audit Fees. The fees of KPMG LLP we incurred in connectwith the audit of our annual consolidated and stajufinancial
statements for those fiscal years, the reviewb@tbnsolidated financial statements in our Forr@lduarterly reports and the
services KPMG LLP performed on our behalf in corimecwith filings of registration statements andenings for our fiscal years
ended December 31, 2013 and 2014 were $790,00880%J000, respectivel

» Audit-Related Fees. We did not pay KPMG LLP any audit-related fdesing our fiscal year ended December 31, 2014 paie
KPMG LLP audit-related fees of $18,000 in conneattiath agreed-upon procedures KPMG LLP performedstist us and the
Michigan Catastrophic Claims Association (the “MCT /& evaluating MICO’s compliance with annual assment reporting
requirements for the MCC's fiscal years ended June 30, 2013 and 2

» TaxFees. We did not pay any tax fees to KPMG LLP during fiscal years ended December 31, 2013 or Z
» All Other Fees. We did not pay KPMG LLP any fees for othensegs during our fiscal years ended December 313 2(d 2014

Report of Our Audit Committe:

The audit committee performs its responsibilitiegccordance with the Exchange Act. Each of thé aodhmittee members satisfies
the independence and financial literacy requiresiantler applicable Exchange Act rules. Our boamdirettors believes that all five
members of the audit committee, Robert S. Bolingack L. Hess, Barry C. Huber (since January 305Q@on M. Mahan and Richard D.
Wampler, Il, satisfy the financial expertise regairents and have the requisite experience the Stle's establish. The audit committee
operates pursuant to a written charter. You maw tiee full text of our audit committee’s charter aur website at www.donegalgroup.com
The audit committee reviews and reassesses theacleqf its charter on an annual basis.

As provided in its charter, our audit committee emakes the following primary responsibilities:

« the selection of, appointment of, determinatiorfuaiding for, compensation of, retention of and eigit of the work of our
independent registered public accounting firm dredreview of its qualifications and independer

 the approval, in advance, of all auditing serviaed all non-audit services to be performed by ndependent registered public
accounting firm
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+ the oversight of our accounting and financial réipgrprocesses, including the overview of our ficiahreports and the reports of
internal audit staff

 the establishment of procedures for the receipgnt®n and treatment of complaints we receive ndigg accounting, internal
accounting controls or auditing matters;

« the responsibility for reviewing reports and distloes of all related person transactions, subgettte approval of the audit commit
and the process set forth in our-laws relating to the responsibilities of our cooating committee

The audit committee of our board of directors,anrging out these responsibilities, performs mamycfions, including the following:
* It monitors the preparation of our quarterly andwal financial reports by our manageme

* It supervises the relationship between us andralependent registered public accounting firm, iditlg having direct responsibility
for its appointment, compensation and retentioviereing the scope of its audit services, approwdngdit and non-audit services and
confirming the independence of our independenstegid public accounting firm; ai

It oversees management’s implementation and maintenof effective systems of internal and disclesumtrols, including review
of our policies relating to legal and regulatorymmiance, ethics and conflicts of interest andeenof our internal audit prograr

Our senior executive officers who have primary ocesgibility for the accuracy and completeness offmancial statements and our
reporting processes, including our system of irtecontrol, have advised the members of the awditroittee that our financial statements
were prepared in accordance with accounting priesigenerally accepted in the United States, or BAA

The audit committee of our board of directors meerimes during 2014. The audit committee schedititemeetings in order to have
sufficient time to devote appropriate attentiomtioof its responsibilities. When it deems it apgmiate, the audit committee holds meetings
with our independent registered public accounting find with our internal auditors in executivesess at which our senior executive
officers are not present.

The members of the audit committee rely, withodeipendent verification, on the information and espntations our senior executive
officers provide to them and on the representatmurandependent registered public accounting finakes to them. As a result, you should
not construe the oversight that our audit committewides as establishing an independent bass fi@termination that our senior executive
officers have established and maintain appropiégnal controls over financial reporting, that neeve prepared our financial statements in
accordance with GAAP or that our independent regést public accounting firm conducted its audibof financial statements in accordance
with the standards of the Public Company Accoun@wgrsight Board (United States) (the “PCAOB”).

As part of our audit committee’s oversight of omahcial reporting process, our audit committeeaws all annual and quarterly
financial statements and discusses them with alegandent registered public accounting firm anth witr senior executive officers prior to
the issuance of the financial statements. Duriri#20ur senior executive officers advised the acmiibmittee that we had prepared each of
these financial statements in accordance with GAgkig, our senior executive officers and represerasidf our independent registered public
accounting firm reviewed significant accounting aligtlosure issues with our audit committee.

Our audit committee has reviewed and discussedwdited financial statements for the year endeceBéer 31, 2014 with our
management and with KPMG LLP. Our audit committise discussed with KPMG LLP the matters the PCAQRIiting Standard No. 16
requires regarding Communication with Audit Committees.” Our audit committee has received the writtercldisures and the letter from our
independent
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registered public accounting firm the applicablevigions of the PCAOB require regarding independegistered public accounting firms’
communications with audit committees concerningpehdence and has discussed with KPMG LLP its iemtggnce.

Our audit committee also reviewed methods of enhgrtbe effectiveness of our internal and disclestontrol systems. Our audit
committee, as part of this process, analyzed stegsave taken to implement a continuing analysih@fimprovement and efficiency of our
internal control procedures.

Based on the reviews and discussions by our aaditattee that we describe above, our audit committeommended to our board of
directors that our board of directors approve tuduision of our audited financial statements far ylear ended December 31, 2014 in our
Annual Report on Form 10-K for filing with the SEC.

MEMBERS OF THE AUDIT COMMITTEE
OF DONEGAL GROUP INC.

Robert S. Bolinger
Jack L. Hess
Barry C. Huber
Jon M. Mahan
March 6, 201¢ Richard D. Wampler, |

STOCKHOLDER PROPOSALS FOR OUR
2016 ANNUAL MEETING OF STOCKHOLDERS

Any stockholder who, in accordance with and subje¢he provisions of Rule 14a-8 of the proxy rudéshe SEC, wishes to submit a
proposal for inclusion in our proxy statement far 8016 annual meeting of stockholders must debueh proposal and an appropriate
supporting statement in writing to our corporaterstary, Sheri O. Smith, at our principal executiViéces at 1195 River Road, P.O. Box 3
Marietta, Pennsylvania 17547, not later than Novemilé, 2015.

Section 2.3 of our Byaws provides that if a stockholder wishes to pnesg our 2016 annual meeting of stockholders eitloenination:
of persons as candidates for election to the dbesr board of directors whose terms expire in@0fion the election and taking of office of
their successors or an item of business for stddkeh@ction other than pursuant to Rule 14a-8 efgfoxy rules of the SEC, the stockholder
must comply with the provisions relating to stocklew proposals in our By-laws. We summarize thestaty provisions below. We must
receive written notice of any such proposal thaludes all of the information our By-laws requite the attention of our corporate secretary,
Sheri O. Smith, at our principal executive offie#s1195 River Road, P.O. Box 302, Marietta, Pervasyh 17547, during the period that
begins on November 16, 2015 and that ends on Dezrehéh 2015.

A written proposal of nomination of a candidate dtection as a director must set forth:

» the name and address of the proposing stockh@dehe same appears on our stock register, ordp@pent who intends to make
the nomination

* as to each person whom the proponent nominatesdotion or reelection as a director, the proponaumst disclose all information
relating to such person that the proxy rules utigker1 934 Act require to be disclosed in a solimtaby an issuer of proxies for the
election of directors

« the principal occupation or employment for the gast years of each person whose nomination thpgment intends to mak
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» a description of any arrangement or understandatgden each person whose nomination the propomepoges and the proponent
with respect to such pers’'s nomination for election as a director and actgunsh person proposes to ta

+ the written consent of each person so nominatséiee as a director if elected as a director;

» the number of shares of our Class A common stodkfaa number of shares of our Class B common staelproponent owns
beneficially within the meaning of SEC Rule -3 and owns of recor

As to any other item of stockholder business thatgdroponent intends to bring before our 2016 anmeating of stockholders, the
written proposal must set forth:

* a brief description of such item of stockholderibass;

 the proponer's reasons for presenting that item of stockholdeirtess at our 2016 annual meeting of stockholi
« any material interest of the proponent in that ite#rstockholder busines

» the name and address of the proponent;

» the number of shares of our Class A common stodka@ number of shares of our Class B common dtueroponent beneficially
owns within the meaning of SEC Rule -3 and owns of recort

Only candidates stockholders nominate for electida member of a class of our board of directoes@ordance with our by-law
provisions as we summarize those provisions inghogy statement will be eligible for election amamber of a class of our board of
directors at our 2016 annual meeting of stockhald&nwritten proposal relating to stockholder apadaof any item of stockholder business
other than a nomination for election as a direotast include information regarding the matter ttoelsholder proposes for stockholder act
equivalent to the information required under thexgrrules of the SEC if the proponent was to sbficoxies for stockholder consideration
and approval of the proposed action at a meetirggazkholders.

At our 2016 annual meeting of stockholders we wiilly transact such business as shall have beeglirbefore our 2016 annual
meeting of stockholders in accordance with the @daces our by-law provisions establish, as we sutaméhose procedures in this proxy
statement or pursuant to SEC Rule 14a-8. The chaiwh our 2016 annual meeting of stockholders hélle the discretion to determine if a
nomination or another item of stockholder busirtess been proposed in accordance with the procedgrsst forth in our By-laws and
summarize in this proxy statement. Only stockhofgteposals submitted in accordance with the bygeovisions we previously summarize
in this proxy statement or pursuant to SEC Rule84#all be eligible for presentation at our 2016aal meeting of stockholders, and we will
not consider any matter at our 2016 annual meefirsgockholders not submitted in accordance withgtocedures we describe in this proxy
statement.

HOUSEHOLDING

We may, unless we receive contrary instructionsfyou, send a single copy of our Annual Reportxprstatement and notice of
annual or special meeting to any household at wiwechor more stockholders reside if we believedtoekholders are members of the same
family.

If you would like to receive our annual disclosdacuments directly in future years rather than fyaar broker or other nominee
holder, or if you and another stockholder sharaddress and you and the other stockholder wouddttikeceive individual copies of our
annual disclosure documents, you should followehestructions:

 If your shares are registered in your own namegg@econtact our transfer agent and inform it ofryequest to revoke or institute
householding by calling Computershare Trust Comphin. at (800) 317-4445 or writing to Computersharust Company, N.A.,
at P.O. Box 30170, College Station, Texas 77842B3Computershare Trust Company, N.A. will respangidur request within 30
days.
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+ If a bank, broker, nominee or other holder of rddoolds your shares, please contact your bankgbralominee or other holder of
record directly

DIRECTOR — STOCKHOLDER COMMUNICATIONS

Stockholders who wish to communicate with our basrdirectors or with one or more individual mendbef our board may do so by
sending their communication in writing addressed fmarticular director or directors, or in the aitgive, to “Non-Management Directors” as
a group. Please send your communication to ourocat secretary, Sheri O. Smith, at our principaketive offices at 1195 River Road,
P.O. Box 302, Marietta, Pennsylvania 17547 or lnyaé-to sherismith@donegalgroup.com. Our corposatgetary will promptly forward all
such communications to the addressee or addressegsth in the communication.

We encourage our directors to attend our annuatingseof stockholders. All of our directors atteddmir annual meeting of
stockholders in 2014, with the exception of Mr. dl&us who did not attend our 2014 annual meetirgjaxfkholders for medical reasons.

OTHER MATTERS

Our board of directors does not know of any matteise presented for consideration at our 2015 AhNleeting other than the matters
we have described in the notice of annual meetithimthis proxy statement. However, if any stodiko properly presents such a matter in
accordance with our advance notice By-laws, we waite the proxies we receive from our stockholderaccordance with the
recommendation of our board of directors or, indbsence of such a recommendation, in accordanhbetve judgment of the persons named
as proxies in our form of proxy card.

By order of our board of directors,
Donald H. Nikolaus, Kevin G. Burke,

President and Chairman of the Board Executive Vice President, Chief Operating
Officer and Acting Chief Executive Offict

March 16, 2015
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DONEGAL GROUP INC.
2015 EQUITY INCENTIVE PLAN FOR EMPLOYEES

1. Purpose The purpose of this 2015 Equity Incentive PlanEmployees (this “Plan’}s to encourage the employees of Donegal G
Inc. (the “Company”), its subsidiaries and its lédfes to acquire a proprietary interest in thengloand performance of the Company, and to
continue to align the interests of those employé#sthe interests of the Company’s stockholdergdperate an increased incentive for such
persons to contribute to the growth, developmedtfarancial success of the Company, Donegal Mungirance Company and their
respective subsidiaries and affiliates (the “Grqupd accomplish these purposes, this Plan provadeeans whereby employees may receive
stock options, stock awards and other stock-basedds that are based on, or measured by or payablares of the Company’s Class A
common stock.

2. Administration.

(a) Administrators The Board of Directors of the Company (the “Bdashall administer this Plan. The Board shall appe
committee, the initial members of which shall be thembers of the compensation committee of thedB@he “Committee”), to assist in the
administration of this Plan. The Committee, witk tdvice of the Company’s chief executive offistrall recommend to the Board the
employees to whom the Company should grant awardishee type, size and terms of each grant. Thedloas the authority to make all otl
determinations necessary or advisable for the adtration of this Plan. All decisions, determinaticand interpretations of the Board shal
final and binding on all grantees and all otheideo$ of awards granted under this Plan.

(b) The Committee The Committee shall be comprised of two or moesers of the Board, each of whom shall be a “nopleyee
director” within the meaning of Rule 16b-3 undeg Becurities Exchange Act of 1934 (the “Exchangg&)An addition, each member of the
Committee shall be an “outside director” within theaning of Section 162(m) of the Internal Reve@ode of 1986, as amended (the
“Code”). Subject to the foregoing, from time to &nthe Board may increase or decrease the site @ammittee, appoint additional
members, remove members with or without cause,iappew members, fill vacancies or remove all mersloé the Committee and
thereafter directly administer this Plan. The Cotigei shall have those duties and responsibilissgaed to it under this Plan, and the Board
may assign to the Committee the authority to mak&amn other determinations and interpretationseurtitis Plan. All decisions,
determinations and interpretations of the Committegich cases shall be final and binding on @htges and all other holders of awards
granted under this Plan.

3. Shares Subiject to this Plan

(a) Shares AuthorizedThe total aggregate number of shares of Classmnwon stock that the Company may issue under thisiB
4,500,000 shares, subject to adjustment as deddo#dew. The shares may be authorized but unissii@ebs or reacquired shares for purg
of this Plan.

(b) Share CountingFor administrative purposes, when the Board agg®an award payable in shares of Class A comnoohk,sthe
Board shall reserve, and count against the shait §hares equal to the maximum number of shasthie Company may issue under the
award. If and to the extent options granted unllisrRlan terminate, expire or are canceled, fatkeiexchanged or surrendered without ha
been exercised, and if and to the extent that eslyicted stock awards are forfeited or terminabedtherwise are not issued in full, the
Company shall make the shares reserved for suctdawsailable again for purposes of this Plan.

(c) Individual Limits. All awards under this Plan shall be expresseshares of Class A common stock. The maximum numbshare:s
of Class A common stock with respect to all awahdd the Company may issue to any individual urklisrPlan during any calendar year
shall be 200,000 shares, subject to adjustmenészited below.
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(d) Adjustments If any change in the number or kind of share€lags A common stock outstanding occurs by reagon o
» a stock dividend, spinoff, recapitalization, stagiit or combination or exchange of sha

* a merger, reorganization or consolidati

 areclassification or change in par value

 any other extraordinary or unusual event affectirgoutstanding Class A common stock as a clasoutthe Company’s receipt of
consideration for such extraordinary or unusuahéeee if the value of outstanding shares of Classofmon stock is substantially
reduced as a result of a spinoff or the Com’s payment of any extraordinary dividend or disttidau in cash

the maximum number of shares of Class A commorksigailable for issuance under this Plan, the marinmumber of shares of Class A
common stock for which any individual may receivargs in any year, the kind and number of sharesreal by outstanding awards, the k
and number of shares to be issued or issuable tinde?lan and the price per share or applicablketaalue of such grants shall be
automatically and equitably adjusted to reflect antyease or decrease in the number of, or chantieeikind or value of, issued shares of
Class A common stock to preclude, to the extenttipable, the enlargement or the dilution of right&l benefits under this Plan and such
outstanding grants. The Company shall eliminatefeastional shares resulting from such adjustmant; adjustments to outstanding awards
shall be consistent with Section 409A of the Cadéhe extent applicable.

4. Eligibility for Participation. All employees of member companies of the Gronpluding employees who are officers or members of
the Board of any of the foregoing companies, dakligible to participate in this Plan. The Comegtshall recommend to the Board from
time to time the names of the employees to recavards and the number of shares of Class A commoohk subject to each award.

5. Awards. Awards under this Plan may consist of stock aystias described in Section 7, stock awards asideddn Section 8 and
other stockhased awards as described in Section 9. The Coeensittall specify the terms and conditions of thardvwgranted to the grantee
an agreement. The award shall be conditioned upmgrantee’s execution of an agreement acceptegulard and acknowledging that all
decisions and determinations of the Committee badbard shall be final and binding on the grantee grantee’s beneficiaries and any
other person having or claiming an interest unbderaward. Awards under this Plan need not be unities among the grantees. The Board
may grant awards that are contingent on, and sutgjestockholder approval of this Plan or of areagiment to this Plan.

6. Definition of Fair Market Value For purposes of this Plan, “fair market valuedlsimean the last sales price of a share of Class A
common stock on the NASDAQ Global Select MarketASDAQ") on the day immediately preceding the dateandnich the Board
determines the fair market value. In the eventtierte are no transactions in shares of Class Avaamstock on NASDAQ on such day, the
Board will determine the fair market value as @& thhmediately preceding day on which there wenestations in shares of Class A common
stock on that exchange. If shares of common stoekat listed on NASDAQ, the Board shall deterntime fair market value pursuant to
Section 422 of the Code.

7. Stock Options The Committee may recommend to the Board thet gfastock options to an employee upon such temads a
conditions as the Committee deems appropriate uhdeSection 7.

(a) Number of Shares Subject to a Stock Optibhe Committee shall recommend the number of shair€lass A common stock that
will be subject to each grant of a stock option.

(b) Type of Stock Option and Pricdhe Committee may recommend to the Board thet grfestock options to purchase Class A
common stock that the Company intends to qualifynesntive stock options within the
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meaning of Section 422 of the Code, or incentieelsbptions, or stock options that the Company dmdsntend to so qualify, or non-
qualified stock options. All options shall be exsable for a term of five years from the date afrgrat a price equal to the closing market
value of a share of Class A common stock on thebadgre the date of the grant.

(c) Exercisability of Stock OptionsEach stock option agreement shall specify thegder periods of time within which a grantee may
exercise a stock option, in whole or in part, @&Bloard determines. No grantee may exercise a sgaabn after five years from the grant c
of the stock option. The Board may accelerate ¥eeotsability of any or all outstanding stock opisoat any time for any reason.

(d) Termination of EmploymentExcept as provided in the stock option agreensegtantee may exercise a stock option only while a
member company of the Group employs the grantee Biard shall specify in the option agreement umdeat circumstances and during
what time periods a grantee may exercise a stob@ropfter employment terminates. If the term ofiregentive stock option continues for
more than three months after employment termindtesto retirement or more than one year after teation of employment due to death or
disability, the stock option shall lose its statissan incentive stock option and the Company $fegit such stock option as a non-qualified
stock option.

(e) Exercise of Stock OptionsA grantee may exercise a stock option that haerbe exercisable, in whole or in part, by delivgrin
notice of exercise to the Company. The granted phglthe exercise price for the stock option:

e in cash;

» by delivery of shares of Class A common stock mtrfearket value, shares of Class B common sto¢aiatnarket value or a
combination of those shares, as the CommitteesoBtard may determine from time to time and sulijesuch terms and conditio
as the Committee or the Board may presci

* by payment through a brokerage firm of nationahdiag whereby the grantee will simultaneously ejserthe stock option and sell
the shares acquired upon exercise through the t@g&dirm and the brokerage firm shall remit to @@mpany from the proceeds of
the sale of the shares the exercise price as tchvithe option has been exercised in accordancetindtprocedures permitted by
Regulation T of the Federal Reserve Boarc

* by any other method the Committee or the Boardaizés.
The Company must receive payment for the sharasiracupon exercise of the stock option, and anuired withholding taxes and related

amounts, by the time the Committee specifies depgrzh the type of payment being made, but inadles prior to the issuance and delivery
of the shares to the grantee.

(f) Incentive Stock OptionsThe Company may issue each of the shares autldauizder this Plan pursuant to incentive stockoopti
awards within the meaning of Section 422 of the&dthe Committee shall recommend other terms anditons of an incentive stock
option as the Committee deems necessary or desirablder to qualify such stock option as an itieenstock option under Section 422 of
the Code, including the following provisions, whitte Committee may omit or modify if no longer regd under Section 422 of the Code:

» As determined as of the grant date, the aggregatenfirket value of shares subject to incentivekstptions that first become
exercisable by a grantee during any calendar yedenall plans of the Company shall not exceed $I0I)

» The exercise price of any incentive stock opticenged to an individual who owns stock having mbant10% of the total combined
voting power of all outstanding shares of all ctesssf stock of the Company must be at least 1108eofair market value of the
shares subject to the incentive stock option orgthat date, and the individual may not exercigeitieentive stock option after the
expiration of five years from the date of grantgl.
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» The grantee may not exercise the incentive stotibimpnore than three months after termination oplxyment or one year in the
case of death or disability within the meaninghef &pplicable Code provisior

8. Stock Awards The Committee may recommend to the Board theisseiof shares of Class A common stock to an eraplapon
such terms and conditions as the Committee deeprspiiate under this Section 8. The Committee neepmmend to the Board the issua
of shares of Class A common stock for cash conaiuber or for no cash consideration, and subjecgstrictions or no restrictions. The
Committee may recommend conditions under whichriotisins on stock awards shall lapse over a pesidime or according to other criteria
as the Committee deems appropriate, includingicéisins based upon the achievement of specificoperéince goals.

(a) Number of Shares Subject to a Stock Awartie Committee shall recommend the number of shafr€lass A common stock to be
issued pursuant to a stock award and any restigpplicable to the stock award.

(b) Requirement of ServiceThe Board shall specify in the stock award agesgmnder what circumstances a grantee may retak s
awards after termination of the grantee’s employnagi under what circumstances the grantee musitftire stock awards.

(c) Restrictions on TransfeDuring the period that the stock award is suliecestrictions, a grantee may not sell, assigmsfer,
pledge or otherwise dispose of the shares sulgjahetstock award except upon death as describ8ddtion 13. Each certificate representing
a share of Class A common stock issued under & atward shall contain a legend giving appropriattice of the transfer restrictions on the
stock award. The grantee shall have the right v lae legend removed when all transfer restristimm the shares subject to the stock award
have lapsed. The Company may maintain possessiamyotertificates representing shares subjecteatihck award until all transfer
restrictions on the shares subject to a stock awave lapsed.

(d) Right To Vote and To Receive DividendEhe grantee shall have the right to vote theeshaunbject to the stock award and to rec
any dividends or other distributions paid on tharsk during the restriction period.

9. Other StocilBased Awards The Committee may recommend to the Board thet gfasther awards that are based on, measured by ¢
payable in Class A common stock to an employeeuch terms and conditions as the Committee deen®pipate under this Section 9. The
Committee may recommend to the Board the grantrarestock-based awards subject to achievemergrédnmance goals or other
conditions and may be payable in shares of Clasgmmon stock or cash, or a combination of cashshades of Class A common stock, as
the Committee recommends in the stock-based avgaiedment.

10. Grant Date The grant date of an award under this Plan &leathe date of the Board of Directors approvalushdater date as the
Board may determine at the time it authorizes thard. The Board may not make retroactive grantsagrds under this Plan. The Company
shall provide notice of the award to the grantethiwia commercially reasonable time after the gdaté.

11. Withholding. All grants under this Plan shall be subject tpligpble federal taxes, including FICA, and statd bbcal tax
withholding requirements. The Company may requieg the grantee or other person receiving or esiagia grant pay to the Company the
amount of any federal taxes, state or local talxesapplicable law requires the Company to withhwaith respect to the grant, or the Comg
may deduct from other salary paid to the granteeathount of any withholding taxes due with respet¢he grants. The Board or the
Committee may permit a grantee to elect to satfefyCompany’s tax withholding obligations with respto grants paid in shares of Class A
common stock by having shares of Class A commarkstithheld, at the time such grants become taxaipdéo an amount that does not
exceed the minimum applicable withholding tax fatefederal, including FICA, state and local taaddilities. The Board or the Committee
will value any shares so withheld as of the dagegitants become taxable.
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12. Transferability of GrantsOnly the grantee of an award may exercise rightier the award during the grantee’s lifetime, and
grantee may not transfer those rights except blyowiby the laws of descent and distribution. Whegrantee dies, the personal representative
or other person entitled to succeed to the righteegrantee may exercise those rights. Any ssoeds a grantee must furnish proof
satisfactory to the Company of the grantee’s rigltucceed to the award under the grantee’s wilhaier the applicable laws of descent and
distribution.

13. Requirements for Issuance of Sharése Company shall not issue shares of Class Avtamstock in connection with any award
under this Plan until and unless the issuancee$ttares complies with all applicable legal requ@ets to the satisfaction of the Board. The
inability of the Company to obtain authority fromyaregulatory body having jurisdiction, which ther@pany’s counsel has deemed such
authority to be necessary to the lawful issuancesathe of any shares under this Plan, shall relie@eCompany of any liability for the failure
to issue or sell any shares as to which the Compasyot obtained such requisite authority. Ther@shall have the right to condition any
award made to any employee under this Plan onrttpbogee’s undertaking in writing to comply with thestrictions on the grantee’s
subsequent disposition of shares subject to thedassthe Board shall deem necessary or advisabléficates representing shares of
Class A common stock issued under this Plan skadubject to such stop-transfer orders and otls¢nigtons as applicable laws, regulations
and interpretations may require, including any nesquent that the certificate bear a restrictiveetady No grantee shall have any right as a
stockholder with respect to shares of Class A comstock covered by an award until shares have isseerd to the grantee.

14. Amendment and Termination of this Plan

(a) Amendments The Board may amend or terminate this Plan atiamg, except that the Board shall not amend ttaa Rithout
approval of the stockholders of the Company if@woele or applicable laws require such approval @otaply with applicable stock exchange
requirements. The Board may not, without the conskthe grantee, negatively affect the rights grantee under any award previously
granted under this Plan.

(b) No Repricing Without Stockholder Approvarhe Board may not reprice stock options nor ni@yBoard amend this Plan to permit
repricing of options unless the stockholders ofGloenpany provide prior approval of the repricing.

(c) Termination This Plan shall terminate on April 15, 2020, gsl¢he Board terminates this Plan earlier or exteaderm of this Plan
with the approval of the stockholders of the Conypdrne termination of this Plan shall not impaie thower and authority of the Board or
Committee with respect to an outstanding award.

15. Grants in Connection with Corporate Transast@mnd OtherwiseNothing contained in this Plan shall be constrized

* limit the right of the Board to grant awards untlés Plan in connection with the acquisition, byghase, lease, merger, 100%
reinsurance, consolidation or otherwise, of tharmss or assets of any corporation, firm or as$iociaincluding awards to
employees of those entities who become employetgedompany, or for other proper corporate purgose

« limit the right of the Company to grant stock opgoor make other sto-based awards outside of this PI
Without limiting the foregoing, the Board may gram award to an employee of another corporatiastteer entity who becomes an emplo
by reason of a merger, consolidation, acquisitibstack or property, reorganization or liquidatiowolving the Company in substitution for a

grant made by that corporation or other entity. #rens and conditions of the awards may vary froenterms and conditions this Plan
requires and from those of the substituted stockrdsy as the Board determines.
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16. Right to Terminate Employmeniothing contained in this Plan or in any awardeagent entered into pursuant to this Plan shall
confer upon any grantee the right to continue én@mployment of any member company of the Grougffect any right that any member
company of the Group may have to terminate the eynpént of the grantee.

17. Reservation of Share$he Company, during the term of this Plan, shidlll times reserve and keep available the nummbshares
of Class A common stock needed to satisfy optiowsaavards granted under this Plan.

18. Effect on Other PlansParticipation in this Plan shall not affect anpdoyee’s eligibility to participate in any otherrmdit or
incentive plan of any member company of the Grdlqe Company shall not use any awards granted putrsughis Plan in determining the
benefits provided under any other plan unless fipalty provided.

19. Forfeiture for DishonestyNotwithstanding anything to the contrary in tRisn, if the Board finds, by a majority vote, affigit
consideration of the facts presented on behalbtf the Company and any grantee, that the gramieemgaged in fraud, embezzlement, t
commission of a felony or dishonest conduct inadberse of the employee’s employment that damaggdrember company of the Group or
that the grantee has disclosed confidential infoiomaof any member company of the Group, the geastell forfeit all unexercised or
unvested awards and all exercised or vested awaidkr which the Company has not yet delivered énéficates for shares that shall
automatically terminate without any further actlmnthe Board and all of such awards shall be diuniiner force or effect. The decision of -
Board in interpreting and applying the provisiofishis Section 19 shall be final. No decision of Board, however, shall affect the finality
the discharge or termination of the grantee.

20. No Prohibition on Corporate ActiofNo provision of this Plan shall be construedrevent the Company or any officer or director
of the Company from taking any action the Companguzh officer or director of the Company deembédappropriate or in the Company’s
best interest, whether or not such action couletavadverse effect on this Plan or any awarddegamder this Plan, and no grantee or
grantees$ estate, personal representative or beneficial Isave any claim against the Company or any effar director of the Company a
result of the taking of any such action.

21. Indemnification With respect to the administration of this Pldre Company shall indemnify each present and funember of the
Committee and the Board against, and each memhke @&@ommittee and the Board shall be entitledhovit further action on such memiser’
part, to indemnity from the Company for all expes)secluding the amount of judgments and the amofiapproved settlements made with a
view to the curtailment of costs of litigation, ettthan amounts paid to the Company itself, sucimibee reasonably incurs in connection v
or arising out of, any action, suit or proceedingvhich the member may be involved by reason aidper having been a member of the
Committee or the Board, whether or not the membatigues to be such member at the time of incursingh expenses; provided, however,
that this indemnity shall not include any expersash member incurs (i) in respect of matters aghtich the member shall be finally
adjudged in any such action, suit or proceedingatce been guilty of gross negligence or willful asisduct in the performance of the
members duty as such member of the Committee or the Boa(id) in respect of any matter in which any kettent is effected for an amot
in excess of the amount approved by the Compartfie@advice of its legal counsel; and provided farrttinat no right of indemnification
under the provisions set forth in this Section RBallsbe available to or enforceable by any such bwmof the Committee or the Board unless,
within 60 days after institution of any such actisnit or proceeding, the member shall have offénedCompany in writing the opportunity
represent the member of the Committee or the Baadddefend the same at its own expense. The forggight of indemnification shall
inure to the benefit of the heirs, executors or iaiBtrators of each such member of the Committeth@Board and shall be in addition to all
other rights to which such member of the Committethe Board may be entitled as a matter of lawtre@t or otherwise.
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22. Miscellaneous Provisions

(a) Compliance with Plan Provisionslo grantee or other person shall have any rigtiit kespect to this Plan, the Class A common
stock reserved for issuance under this Plan onynaavard granted pursuant to this Plan until thenBany and the grantee have executed a
written agreement and all the terms, conditionsgnogtisions of this Plan and the award applicablthe grantee have been met.

(b) Approval of Counselin the discretion of the Board, no shares of €Rgommon stock, other securities or propertynef€Compan'
or other forms of payment shall be issued undserPten with respect to any award unless couns¢héoCompany is satisfied that such
issuance will be in compliance with applicable fediestate, local and foreign legal, securitieshexge and other applicable requirements.

(c) Compliance with Rule 168 . To the extent that Rule 16b-3 under the Exchawmepplies to this Plan or to awards granted under
this Plan, it is the intention of the Company tthéé Plan comply in all respects with the requiretseof Rule 16b-3, that any ambiguities or
inconsistencies in construction of this Plan bermteted to give effect to such intention and tifdhis Plan shall not so comply, whether on
the date of adoption or by reason of any later almamt to or interpretation of Rule 16b-3, the psaMis of this Plan shall be deemed to be
automatically amended so as to bring them intodoifhpliance with Rule 16b-3.

(d) Section 409A ComplianceThis Plan is intended to comply with the requiesits of Section 409A of the Code and the regulation
issued thereunder. To the extent of any inconsigerof this Plan with the requirements of SectilofA, the Committee and the Board shall
interpret this Plan in order to meet the requiretmen Section 409A. Notwithstanding anything conédl in this Plan to the contrary, it is the
intent of the Company to have this Plan interpreted construed to comply with any and all provisiof Section 409A including any
subsequent amendments, rulings or interpretatiams &ppropriate governmental agencies.

(e) Effects of Acceptance of the AwarBy accepting any award or other benefit undes Han, each grantee and each person claiming
under or through the grantee shall be conclusistelymed to have indicated his acceptance and aditificof, and consent to, any action taken
under this Plan by the Company, the Board or the@ittee.
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DONEGAL GROUP INC.
2015 EQUITY INCENTIVE PLAN FOR DIRECTORS

1. Purpose The purpose of this 2015 Equity Incentive Plandaectors (this “Plan”) is to enhance the abilifyDonegal Group Inc.
(the “Company”) and Donegal Mutual Insurance Conyp@dBonegal Mutual,” and together with the respeetsubsidiaries and affiliates of
the Company and Donegal Mutual, the “Group”) toaatt and retain highly qualified directors, to &ditsh a basis for providing a portion of
director compensation in the form of equity andgdd@ing so, to strengthen the alignment of the eder of the directors of the members of the
Group with the interests of the Company’s stockbmd

2. Administration.

(a) Administration by the BoardThe Board of Directors of the Company (the “Bdashall administer this Plan.

(b) Duty and Powers of the Boardhe Board shall have the power to interpret Bié and the awards granted under this Plan and to
adopt rules for the administration, interpretatn application of this Plan. The Board shall hidaeediscretion to determine to whom the
Company will grant stock options and to determheriumber of stock options the Company will grarany director, the timing of the grant
and the terms of exercise. The Board shall not hayediscretion to determine to whom the Comparygréant restricted stock awards under
this Plan.

(c) Compensation; Professional Assistance; Gooth Paitions. Members of the Board shall not receive any corsgéon for their
services in administering this Plan. The Comparajl gfay all expenses and liabilities incurred imigection with the administration of this
Plan. The Company may employ attorneys, consultaot®untants or other experts. The Board, the @opnDonegal Mutual and the
officers and directors of the Company and Donegaludl shall be entitled to rely upon the advicanams or valuations of any such experts.
All actions taken and all interpretations and deiaations the Board makes in good faith with respethis Plan shall be final and binding
upon all grantees, the Group and all other intetepersons. No member of the Board shall be peltgdiadole for any action, determination
or interpretation the Board makes in good faitthwéspect to this Plan, and the Company shall fulbtect and indemnify all members of the
Board in respect to any such action, determinationterpretation.

3. Shares Subiject to this Plan

(a) Shares AuthorizedThe shares of stock issuable pursuant to awaedgeyl under this Plan shall be shares of the Coy'p&lass A
common stock. The total aggregate number of sledr€fass A common stock that the Company may isswker this Plan is 500,000 shares,
subject to adjustment as described below. The stmag be authorized but unissued shares or reachsiirares for purposes of this Plan.

(b) Share CountingFor administrative purposes, when the Board aggsan award payable in shares of Class A comnoohk,sthe
Board shall reserve, and count against the shait §hares equal to the maximum number of shashe Company may issue under the
award. If and to the extent options or awards g@@ninder this Plan terminate, expire or are cadcébefeited, exchanged or surrendered
without having been exercised, and if and to thtergxthat any restricted stock awards are forfaitedrminated, or otherwise are not paid in
full, the Company shall make the shares reservesuich options and awards available again for mepof this Plan.

(c) Adjustments If any change in the number or kind of share€laks A common stock outstanding occurs by reakon o

 a stock dividend, spinoff, recapitalization, stagiit or combination or exchange of shai

e a merger, reorganization or consolidati
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» areclassification or change in par value

» any other extraordinary or unusual event affectirgoutstanding Class A common stock as a clagoutthe Company’s receipt of
consideration, or if the value of the outstandihgres of Class A common stock is substantially cedwas a result of a spinoff or the
Compan’s payment of any extraordinary dividend or distfiid in cash

the maximum number of shares of Class A commorkswailable for issuance under this Plan, the marinmumber of shares of Class A
common stock for which any individual may receivargs in any year, the kind and number of shareered by outstanding awards, the k
and number of shares to be issued or issuable thidd?lan and the price per share or applicabiketaalue of such grants shall be
automatically and equitably adjusted to reflect antyease or decrease in the number of, or chantieeikind or value of, issued shares of
Class A common stock to preclude, to the extenttimable, the enlargement or dilution of rights d&mahefits under this Plan and such
outstanding grants. Any fractional shares resulfiomn such adjustment shall be eliminated. Any stifients to outstanding awards shall be
consistent with Section 409A of the Internal Reve@ode of 1986, as amended, or the Code, to tleateapplicable.

4. Eligibility for Participation. Each director of the Company and each directarmember of the Group who is not eligible to reeei
stock options under the Compas\Equity Incentive Plan for Employees shall beibl@to receive stock options under this Plan. Edicbctol
of the Company and each director of the member amiep of the Group shall be eligible to receivérigted stock awards under this Plan.

5. Awards. Awards under this Plan may consist of stock aystias described in Section 7 and restricted steekds as described in
Section 8. Each award shall be evidenced by aemrdgreement between the Company and the grantee.

6. Definition of Fair Market Value For purposes of this Plan, “fair market valuedlsimean the last sales price of a share of Class A
common stock on the NASDAQ Global Select MarketASDAQ”) on the day immediately preceding the dateandnich the Board
determines the fair market value of a share of<Chasommon stock. In the event that there are amstictions in shares of Class A common
stock on NASDAQ on such day, the Board shall defteerthe fair market value as of the immediatelycpting day on which there were
transactions in shares of Class A common stock ABINAQ. If shares of Class A common stock are retetl by NASDAQ, the Board shall
determine the fair market value pursuant to Sectizih of the Code.

7. Stock Options

(a) Granting of Stock OptionsThe Board may grant stock options to an eligiftector upon such terms as the Board deems apate
under this Section 7.

(b) Type of Stock Option and Pric&he Board may grant stock options to purchasess¥acommon stock that the Board does not
intend to qualify as incentive stock options witklire meaning of Section 422 of the Code. The Bshall determine the exercise price of
shares of Class A common stock subject to a stptikmg which shall be the closing market price share of Class A common stock on
NASDAQ on the day before the date of the gr

(c) Exercisability of Stock OptionsEach stock option agreement shall specify theder periods of time within which a grantee may
exercise a stock option, in whole or in part, @asBleard determines. No grantee may exercise a sfuttdn after five years from the grant c
of the stock option. The Board may accelerate #eeagsability of any or all outstanding stock opisoat any time for any reason.

(d) Rights upon Termination of Servic&Jpon a grantee’s termination of service as ecthirg as a result of resignation, retirement,
failure to be re-elected, removal for cause orm@gon other than death, the grantee shall havigtiteto exercise the stock option during its
term within a period of three years after such

B-2



Table of Contents

termination to the extent that the stock option eearcisable at the time of termination, or withirch other period and subject to such terms
and conditions as the Board may specify. In thenethat a grantee dies prior to the expiratiorhef grantees stock option and without havi
fully exercised the grantee’s stock option, thentga’s representative or successor shall havagheto exercise the stock option during its
term within a period of one year after the grargai=ath to the extent that the stock option wascesable at the time of death, or within such
other period, and subject to such terms and camditias the Board may specify.

(e) Exercise of Stock OptionsA grantee may exercise a stock option that haerbe exercisable, in whole or in part, by delivgrin
notice of exercise to the Company. The granted phglthe exercise price set forth in the stockapt

e in cash;

» by delivery of shares of Class A common stock atrfearket value, shares of Class B common sto¢iiatarket value, or a
combination of those shares, as the Board mayrdaterfrom time to time and subject to the terms emwiditions as the Board may
prescribe

* by payment through a brokerage firm of nationahdiag whereby the grantee will simultaneously ejserthe stock option and sell
the shares acquired upon exercise through the tagé&dirm and the brokerage firm shall remit to @@mpany from the proceeds of
the sale of the shares the exercise price as tchvithe option has been exercised in accordancetindtprocedures permitted by
Regulation T of the Federal Reserve Boarc

» by any other method the Board authori:

The Company must receive payment for the sharasiracupon exercise of the stock option, and anuired withholding taxes and related
amounts, by the time the Board specifies depenaiintpe type of payment being made, but in all cases to the issuance of the shares
issuable upon exercise of the option.

8. Restricted Stock Awards

(a) Granting of Awards The Company shall grant each director of the Camgand each director of Donegal Mutual an annual
restricted stock award consisting of 500 shareSlafs A common stock, except that a person whaeses a director on both boards shall
receive only one annual grant. The Company shaititghe restricted stock awards on the first bssirday of January in each year,
commencing January 4, 2016, provided that the @ireserved as a member of the Board or of the bofdirectors of Donegal Mutual duri
any portion of the preceding calendar year.

(b) Terms of Restricted Stock AwardEach restricted stock award agreement shall @oatech restrictions, terms and conditions as
Plan requires:

» The grantee may not sell or otherwise transfesttaes of Class A common stock comprising theictstk stock award until one
year after the date of grant. Although the Compstmall register the shares of Class A common stookpeising each restricted sto
award in the name of the grantee, the Companyveséhne right to place a restrictive legend onstioek certificate. None of such
shares of Class A common stock shall be subjefcirfeiture.

» Subject to the restrictions on transfer set fantthis Section 8(b), a grantee shall have all itjets of a stockholder with respect to
the shares of Class A common stock the Compangsgsursuant to restricted stock awards made uhiePlan, including the right
to vote the shares and to receive all dividendsadher distributions paid or made with respecthi ¢hares

* In the event of changes in the Class A common stéthe Company by reason of stock dividends, ggd& or combinations of
shares, reclassifications, mergers, consolidati@mmganizations or liquidations while the shamesprising a restricted stock award
shall be subject to restrictions on transfer, amy @l new, substituted or additional securitiesitoch the grantee shall be entitled by
reason of the ownership of a restricted stock awhadl be subject immediately to the terms, coadgiand restrictions of this Ple
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 If a grantee receives rights or warrants with respeany shares comprising a restricted stock éwhe grantee may hold, exercise,
sell or otherwise dispose of such rights or wag@ntany shares or other securities acquired bgxbecise of such rights or warrants
free and clear of the restrictions and obligatiseisforth in this Plar

9. Date of Grant The grant date of a stock option under this Blzall be the date of the Board's approval or satérIdate as the Board
determines at the time it authorizes the grant. Bba&d may not make retroactive grants of stockoogtunder this Plan. The Company shall
provide notice of the grant to the grantee withtoenmercially reasonable time after the grant date.

10. Requirements for Issuance of Shareke Company will not issue shares of Class A comstock in connection with any award
under this Plan until the issuance of the sharagpties with all of the applicable legal requireneetd the commercially reasonable
satisfaction of the Board. The Board shall haveridjgt to condition any award made to any directotthe directos undertaking in writing t
comply with the restrictions on the director’s sedpsent disposition of shares subject to the awaitie@Board shall deem necessary or
advisable, and certificates representing thoseeshany be legended to reflect any such restricti@agificates representing shares of Cla
common stock issued under this Plan will be sulifgstich stop-transfer orders and other restristasapplicable laws, regulations and
interpretations may require, including any requieetrthat a legend be placed on the certificate.

11. Withholding. The Company shall have the right to require tlaatge to remit to the Company an amount suffidiesiatisfy any
federal, state or local withholding tax requirensgmtior to the delivery of any certificate for sésiof Class A common stock. If and to the
extent the Board authorizes, in its sole discretiograntee may make an election, by means ofna ébelection the Board prescribes, to have
shares of Class A common stock that are acquired egercise of a stock option withheld by the Conypar to tender other shares of
Class A common stock or other securities of the gamy owned by the grantee to the Company at the dihexercise of a stock option to |
the amount of tax that would otherwise be requingthw to be withheld by the Company. Any such &ecshall be irrevocable and shall be
subject to termination by the Board, in its solgcdetion, at any time. Any securities so withheldemdered shall be valued by the Board as of
the date of exercise.

12. Transferability of AwardsOnly the grantee of an award may exercise rightier the award during the grantee’s lifetime, and
grantee may not transfer those rights except blyowiby the laws of descent and distribution. Whaegrantee dies, the personal representative
or other person entitled to succeed to the righteegrantee may exercise those rights. Any ssoeds a grantee must furnish proof
satisfactory to the Company of the successor’d tigheceive the award under the grantee’s willrmder the applicable laws of descent and
distribution. Except as stated in this Sectionri®stock option or interest therein and, for aqubof one year after the date of grant, no
restricted stock award or any interest thereinll &lgasubject to the debts, contracts or engagesradihe grantee or the grantee’s successors
in interest, nor shall they be subject to dispogithy transfer, alienation, anticipation, pledge;iambrance, assignment or any other means,
whether such disposition is voluntary or involugtar by operation of law by judgment, levy, attaem garnishment or any other legal or
equitable proceedings, including bankruptcy, andattempted disposition thereof shall be null anidhand of no effect.

13. Amendment and Termination of this Plan

(a) Amendments The Board may amend or terminate this Plan atiamy, except that the Board shall not amend ttda Rithout
approval of the stockholders of the Company if sapproval is required in order to comply with thed@ or applicable laws, or to comply
with applicable stock exchange requirements. Thar@may not, without the consent of the grantegatieely affect the rights of a grantee
under any award previously granted under this Plan.
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(b) No Repricing Without Stockholder Approvarhe Board may not reprice stock options, nor thayBoard amend this Plan to permit
repricing of stock options unless the stockholdérthe Company provide prior approval for the rejorg.

(c) Termination This Plan shall terminate on April 15, 2020, @sl¢he Board earlier terminates this Plan or ther@extends the term
with the approval of the stockholders of the Conmyparne termination of this Plan shall not impaie fhower and authority of the Board with
respect to an outstanding award.

14. Reservation of Share$he Company, during the term of this Plan, shidlll times reserve and keep available the nummbshares
of Class A common stock needed to satisfy the reqénts of this Plan. The inability of the Compamypbtain authority from any regulatory
body having jurisdiction, which authority the Comg& counsel deems necessary to the lawful issuandesale of any shares under this
Plan, shall relieve the Company of any liability the failure to issue any shares as to which tw@any has not obtained the requisite
authority.

15. No Prohibition on Corporate ActiofNo provision of this Plan shall be construedevent the Company or any officer or director
of the Company from taking any action the Companguch officer or director deems appropriate ahisnCompany’s best interest, whether
or not such action could have an adverse effethisrPlan or any awards granted under this Plashnangrantee or grantee’s estate, personal
representative or beneficiary shall have any clagrainst the Company or any officer or directorh& €Company as a result of the taking ol
action.

16. Indemnification With respect to the administration of this Pldme Company shall indemnify each present and funember of the
Board against, and each member of the Board seahhtled without further action on such membegst to indemnity from the Company
for, all expenses, including the amount of judgraemtd the amount of approved settlements madeawitbw to the curtailment of costs of
litigation, other than amounts paid to the Compitssif, reasonably incurred by such member in cotioe with or arising out of, any action,
suit or proceeding in which the member may be wmedlby reason of being or having been a membédreoBbard, whether or not the mem
continues to be such member at the time of incgrsich expenses; provided, however, that this imitgrehall not include any expenses
incurred by any such member of the Board (i) ipees of matters as to which the member shall kalfiradjudged in any such action, suit or
proceeding to have been guilty of gross negligemceillful misconduct in the performance of the mzans duty as a member of the Boarc
(i) in respect of any matter in which any settlernis effected for an amount in excess of the arhapproved by the Company on the advice
of its legal counsel; and provided further thatrighit of indemnification under the provisions settffi in this Section 16 shall be available t
enforceable by any such member of the Board ungsisin 60 days after institution of any such antisuit or proceeding, the member shall
have offered the Company in writing the opportutnityepresent the member and defend same at itegpanse. The foregoing right of
indemnification shall inure to the benefit of theirls, executors or administrators of each such neemibthe Board and shall be in addition to
all other rights to which such member may be eattils a matter of law, contract or otherwise.

17. Miscellaneous Plan Provisions

(a) Compliance with Plan Provisionslo grantee or other person shall have any rigtht iespect to this Plan, the Class A common
stock reserved for issuance under this Plan onynaavard until the Company and the grantee exexuidtten agreement and the Company
and the grantee satisfy all the applicable termsgditions and provisions of this Plan and any award

(b) Approval of Counselin the discretion of the Board, no shares of €Rgommon stock, other securities or propertynefCompan'
or other forms of payment shall be issued hereuwitarrespect to any award unless counsel for the@any shall be satisfied that such
issuance will be in compliance with applicable fedestate, local and foreign legal, securitieshexme and other applicable requirements.
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(c) Compliance with Rule 168 . To the extent that Rule 16b-3 under the Secariiechange Act of 1934, as amended, applies to
awards granted under this Plan, it is the intentibiihe Company that this Plan comply in all re¢p&dth the requirements of Rule 18btha
any ambiguities or inconsistencies in constructibthis Plan be interpreted to give effect to sinthntion and that if this Plan shall not so
comply, whether on the date of adoption or by reasfany later amendment to or interpretation oleRi6b-3, the provisions of this Plan
shall be deemed to have been automatically ameswlad to bring them into full compliance with thae.

(d) Section 409A ComplianceThis Plan is intended to comply with the requiesns of Section 409A of the Code and the regulation
issued thereunder. To the extent of any provisidhie Plan is inconsistent with the requiremeritSection 409A, this Plan shall be
interpreted and amended in order to meet the reiapgints of Section 409A. Notwithstanding anythingtamed in this Plan to the contrary, it
is the intent of the Company to have this Plamierpreted and construed to comply with any angralNisions of Section 409A including
any subsequent amendments, rulings or interpregfrom appropriate governmental agencies.

(e) Effects of Acceptance of the AwarBy accepting any award or other benefit undes Ehan, the Company shall conclusively deem
each grantee and each person claiming under arghrtihe grantee to have indicated the granteespdance and ratification of, and consent
to, any action taken under this Plan by the ComptireyBoard or its delegates.

B-6



Table of Contents

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic delivery of information up
until 11:59 P.M. Eastern Time April 15, 2015. Have your proxy card in hand when you access
the website and follow the instructions to obtain your records and to create an electronic voting
instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS
If you would like to reduce the costs incurred by our company in mailing proxy materials, you

DONEGAL GROUP INC. can consent to receiving all future proxy statements, proxy cards and annual reports
ATTN: JEFFREY D. MILLER electronically via e-mail or the Internet. To sign up for electronic delivery, please follow the
1195 RIVER RD. P.O. BOX 302 instructions above to vote using the Internet and, when prompted, indicate that you agree to

receive or access proxy materials electronically in future years.
MARIETTA, PA 17547
VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until 11:59 P.M. Eastern
Time April 15, 2015 Have your proxy card in hand when you call and then follow the
instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope we have
provided or return it to Vote Processing, c/o Broadridge, 51 Mercedes Way, Edgewood, NY
11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS: KEEP THIS PORTION FOR YOUR RECORDS

1 A1.0.051160

0000226341

DETACH AND RETURN THIS PORTION ONL'
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

For Withhold For All
The Board of Directors recommends All All Except
you vote FOR the following nominees To withhold authority to vote for any individual nominee(s), mark
for Class B Director: “For All Except” and write the number(s) of the nominee(s) on the line below.
1. Election of Directors O | O
Nominees
01 Kevin M. Kraft, Sr 02 Jon M. Mahan 03 Donald H. Nikolaus 04 Richard D. Wampler, Il
The Board of Directors recommends you vote FOR proposals 2, 3 and 4. For Against Abstain
2 Approval of our 2015 Equity Incentive Plan for Employees O O O
3 Approval of our 2015 Equity Incentive Plan for Directors O O O
4 Ratification of KPMG LLP as our independent registered public accounting firm for 2015 O O O

NOTE: In their discretion, our proxies are authorized to vote upon such other business as may properly come before our annual meeting and any
adjournment or postponement thereof.

Please sign exactly as your name(s) appear(s) hereon. When signing as attorney,
executor, administrator, or other fiduciary, please give full title as such. Joint
owners should each sign personally. All holders must sign. If a corporation or
partnership, please sign in full corporate or partnership name, by authorized
officer.

Signature [PLEASE SIGN WITHIN
BOX] Date Signature (Joint Owners) Date
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Notice & Proxy Statement and Annual Reportré
available at www.proxyvote.com

DONEGAL GROUP INC.
Annual Meeting of Stockholders
April 16, 2015 10:00 AM
This proxy is solicited by the board of directors

The undersigned hereby appoints Daniel J. Wagretdefirey D. Miller, and each or either of thempxies of the undersigned,
with full power of substitution, to vote all of tthares of Class A common stock and Class B constomk of Donegal Group
Inc. (the “Company”) that the undersigned may htitled to vote at the Annual Meeting of Stockhoklef the Company to be
held at the Heritage Hotel Lancaster, 500 Centeriibad, Lancaster, Pennsylvania 17601, on ApriRD85 at 10:00 a.m., and at
any adjournment or postponement thereof, as st forthe reverse side of this proxy card.

You are encouraged to specify your choices by magritie appropriate boxes, SEE REVERSE SIDE, butngad not mark any
boxes if you wish to vote in accordance with ouatgoof directors’ recommendations.

Continued and to be signed on reverse side




