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ITEM 1.01. ENTRY INTO A MATERIAL DEFINITIVE AGREEMENT

On August 25, 2005, Harleysville Group, Inc. (“Registrant™) and its
parent, Harleysville Mutual Insurance Company, entered into a Settlement,
Non-Solicitation and Release Agreement with M. Lee Patkus, the former
President and Chief Operating Officer of the Registrant, pursuant to which
the Registrant will pay $336,000 to Mr. Patkus and $40,000 in legal expenses
(“Agreement™). These amounts are reflected as accrued liabilities on the
Registrant’s June 30, 2005 balance sheet. Under the terms of the Agreement,
Mr. Patkus agrees that for a period of one year from the date of the
Agreement, he will not directly or indirectly, solicit, try to hire, refer
for hire or assist in hiring any employees of the Registrant. Additionally,
the Registrant and Mr. Patkus release any and all claims against each other
arising out of Mr. Patkus’ employment and the cessation of his employment by
the Registrant. As previously reported, Mr. Patkus resigned from his
positions with the Registrant effective January 21, 2005.
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