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Dear Mr Kauffina

This is in response to your letters dated December28 2011 January 182012

January 262012 and February 22012 concerning the shareholder proposal submitted to

DGI by Gregory Shepard We also have received letters on the proponents behalf

dated January 132012 January 242012 and January 312012 Copies of all of the

correspondence on which this response is based will be made available on our website at

Foryour reference

briefdiscussion of the Divisions informal procedures regarding shareholder proposals is

also available at the same website address

Sincerely

TedYu
Senior Special Counsel

Enclosure

cc Victor Peterson

Lathrop Gage LLP

VPetersonLathropGage.com

12025088
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Response of the Office of Chief Counsel

Division of Corporation Finance

Re Donegal Group Inc

Incoming letter dated December 282011

The first proposal requests that the board appoint committee to explore strategic

alternatives to maximize shareholder value including consideration of merger of

Donegal Mutual Insurance Company with another mutual insurer followed by the sale or

merger of DO instruct the committee to retain an investment banking finn to advise the

committee about strategic alternatives and authorize the solicitation and evaluation of

offers for the merger of Donegal Mutual Insurance Company followed by the sale or

merger of DOT

The second and third proposals request that the board immediately engage the

services of an investment banking firm to evaluate alternatives that could enhance

shareholder value including but not limited toa merger or outright sale of DO and

further requests that the board take all other steps necessary to seek sale or merger of

DOT on terms that will maximize share value for shareholders

There appears to be some basis for your view that DGI may exclude the first

proposal under rule 14a-8i7 as relating to DGIs ordinary business operations In this

regard we note that the first proposal appears to relate to both extraordinary transactions

and non-extraordinary transactions Proposals concerning the exploration of strategic

alternatives for maximizing shareholder value which relate to both extraordinary and

non-extraordinary transactions are generally excludable under rule 14a-8i7

Accordingly we will not recommend enforcement action to the Commission ifDGI

omits the first proposal from its proxy materials in reliance on rule 14a-8i7 In

reaching this position we have not found it necessary to address the alternative bases for

omission of the first proposal upon which DGI relies

There appears to be some basis for your view that DGI may exclude the second

and third proposals under rule 14a-8e2 because DGI received them after the deadline

for submitting proposals Accordingly we will not recommend enforcement action to the

Commission ifDGI omits the second and third proposals from its proxy materials in

reliance on rule 14a-8e2 In reaching this position we have not found it necessary to

address the alternative basis for omission of the second and third proposals upon which

DOT relies

Sincerely

Karen Ubell

Attorney-Adviser



DIVISION OF CORPORATION FiNANCE

INFORMAL PROCEDURES REGARDING SHAREhOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to

matters arising under Rule 14a-8 CFR 240 14a-8 as with other matters under the proxy

rules is to aid those who must comply with the rule by offering informal advice and suggestions

and to determine initially whether or not it may be appropriate in particular matter to

recommend enforcement action to the Commission In connection with shareholder proposal

under Rule 14a-8 the Divisions staff considers the information furnished to it by the Company

in support of its intention to exclude the proposals from the Companys proxy materials as well

as any information furnished by the proponent or the proponents representative

Although Rule 14a-8k does not require any communications from shareholders to the

Commissions staff the staff will always consider information concerning alleged violations of

the statutes administeted by the Commission including argument as to whether or notactivities

proposed to be taken would be violative of the statute or nile involved The receipt by the staff

of such information however should not be construed as changing the stalls infOrmal

procedures and proxy review into formal or adversary procedure

It is important to note that the stafFs and Commissions no-action responses to

Rule 14a-8j submissions reflect only informal views The determinations reached in these no-

action letters do not and cannot adjudicate the merits of companys position with respect to the

proposal Only court such as U.S District Court can decide whethera company is obligated

to include shareholder proposals in its proxy materials Accordingly discretionary

determination not .to recommend or take Commission enforcement action does not preclude

proponent or any shareholder of acompany from pursuing any rights he or she may have against

the company in court should the management omit the proposal from the companys proxy

material
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Securities and Exchange Commission

Division of Corporation Finance
MIRANDAESFAVIUD

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DCI
Securities Exchange Act of 1934 Rule 14a-8

Omission of Stockholder Proposal the Original Proposal

Submitted by Gregory Shepard the Proponent

Original No-Action Letter Request Dated December 282011 the Original Request

Additkmal No-Action Letter Request Dated January 18 2012 the Additional Requests

Ladies and Gentlemen

We have received copy of the January 312012 letter Victor Peterson sent to the

Staff of the Division of Corporation Finance the Staff We believe that Mr Peterson

mischaracterizes on the Proponents behalf the events that occurred in December 2011 prior

to DGrs submission of the Original Request in an attempt to remedy the substantive defects

of the Proponents Original Proposal and his revised proposals

DCI acted in conciliatory manner and attempted to meet the Proponent half-way in

an effort to resolve the issues DGI had identified regarding the Original Proposal in lieu of

filing
no-action request To that end David Pittinsky special counsel to the DCI board

of directors sent letter dated December 15 2011 on DGIs behalf to the Proponent in which

DUANE MORRIS LLP

30 SOUTH 17 STIEKr PHILADELPHIA PA 19103-4196 PHONE 215.979.1000 PAX 215.979.1020
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DCI provided the Proponent an opportunity to cure the substantive defidencies in the

Original Proposal i.e to provide more complete disdosure by the Proponent in.light of

statements the Proponent made in his supporting statement that DCI believes to be false and

misleading As we stated in our January 26 2012 letter to the Staff Rule 14a-8 does not

impose any time periods with respect to the reasonable settlement DCI sought concerning

substantive deficiencies in the Original Proposal

However the Proponent rejected DCrs reasonable proposal to compromise

communicated by another attorney for the Proponent Mark McKinzie to Mr Pittinsky by

telephone on December 23 2011 As result DCI submitted the Original Request on

December 28 2011 and in response to the delivery of additional proposals on behalf of the

Proponent the Additional Requests Further DCI does not agree with Mr Petersons

assertion that the Proponents revised proposals cure the substantive deficiencies of the

Original Proposal in light of the Staffs guidance under Staff Legal Bulletin No.14 July 13

2001 that DCI has no obligation to acknowledge or accept the revised proposals

Although the Proponent is seeking to avail himself of certain rights under the SEC

rules regarding stockholder proposals we note that the Broponent as beneficial owner of

more than 10% of DGFs Class common stock did not comply with SEC rules under Section

16a of the Securities Exchange Act of 1934 by failing with respect to approximately 145

separate transactions to report on timely basis his purchases of DCI stock many of which

the Proponent reported as much as three to twelve months after the date of the transactions

In accordance with Section of Staff Legal Bulletin No 14D Nov 2008 SLB

141 DGI is emailing this letter to the Commission at shareholderproposals@secgov

Because DCI is submitting this request electronically pursuant to SLB 141 DCI is not

enclosing the additional six copies Rule 14a-8j requires Also in accordance with Rule 14a-

8j DCI is simultaneously e-mailing this letter to Mr Peterson and will deliver it to the

Proponent by overnight delivery On behalf of DCI we confirm that DCI will promptly

forward to the Proponent any Staff response to this letter that the Staff transmits to us only
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If you have any questions or require additional information please contact me by

telephone at 215 979-1227 or by e-mail at jwkauffman@duanemorris.com

cc Donald Nikolaus

Frederick Dreher Esq

Gregory Shepard

Mark McKinzie Esq

Victor Peterson Esq
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January3l2012

VIA E-MAIL shareholdeipro posa1ssecov

Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DCII
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Sbepard the Proponent

DGI No-Action Letter Request dated December 28 2011 DGIs No-Action Request

Ladies and Gentlemen

On behalf ofthe Proponent we are writing in response to the letter to the Staff of the

Division of Corporation Finance the Staff dated January 262012 from John Kauffman

Mr Kauffman of Duane Moms LLP on behalf of DGI

To be clear DGI itself invited the Proponent to submit revisions to attempt to reach

agreement DGI did this in the letter dated December 15 2011 from Ballard Spahr LLP one of

DGIs law firms The Proponent timelysubmitted his proposal on November 2011 The

deadline for shareholder proposals was November 212011 The Proponent did not hear from

Dlii until after the deadline and then when the Proponent did hear from DGI DGI requested

revisions Thirteen days later on December 28 2011 different law firm Duane Morris filed

on DGIs behalf No-Action Request with the Staff before the Proponent could submit

revisions Following the Proponents review of DGIs No-Action Request twelve days later on

January 2012 the Proponent submitted revisions to DGI which addressed and resolved each

and every one of DGIs objections In all of its correspondence with the StafI DGI has never

disputed that the revisions render Dliis objections moot DGI having invited revisions which

were timelymade by the Proponent now takes the position it does not have to consider them



Securities and Exchange Commission

Page

January 31 2012

We also remind the Staff that the Proponent is DGIs largest individual stockholder by

wide margin The Proponent desires to put to vote an issue of common importance to all of the

stockholders and DGIs management is simply stonewalling and engaging in corporate

brinksmanship to frustrate corporate democracy

It appears that the Staffs rationale in clarifying its position in Section of Staff Legal

Bulletin 14F October 182011 SLB 14F that proposal revisions are not additional

proposals was to prevent companies from summarily rejecting proposal revisions as additional

proposals Instead the Staffs position encourages companies to consider revised proposals on

their merits so that the parties may resolve issues themselves to the extent possible It would

contravene this regulatory rationale if the Staff were to permit DGI to invite the Proponent to

revise the original proposal after the proposal deadline and then to reject the revised proposal as

untimely under Rule 14a-8e and as an additional proposal in violation of the one-proposal rule

under Rule 14a-8c

We acknowledge that SLB 14F states in Section D.2 that company may consider

revisions after the deadline but is not required to do so However the Staffs discussion and

examples in Sections and D.2 of SLB 14F do not contemplate the current case where the

company itself requested the revisions after the deadline only to summarily reject them

afterwards as tardy We submit that it is manifestly unfair for company not to object to

thnely proposal until after the proposal deadline and then to refuse to accept its requested

revisions on grounds that it is untimely when the company itself invited the revisions

It is also unfair for company to make substantive objections to proposal after the

deadline and then to reject on the basis of violation of the one-proposal rule revisions which

directly correspond to each of the objections

The Proponent respectfully requests the Staff to decline DGIs request
that the Staff not

recommend enforcement action to the Commission ifDGI excludes Proponents proposal as

revised

In accordance with Section of Staff Legal Bulletin No 14D November 2008 on

behalf of the Proponent we are emailing this letter to the Staff at shareholderproposals@sec.gov

Because we are submitting this letter electronically we are not enclosing the additional six

copies Rule 14a-8j requires We are also sending copies of this letter to Mr Kauffman and

David Pittinsky of Ballard Spahr LLP both of whom represent DGI via email and to DGI via

overnight delivery On behalf of the Proponent we confirm that the Proponent will promptly

forward to DO any Staff response to DGIs No-Action Request and the correspondence related

thereto that the Staff may transmit only to us
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If we can be of further assistance in this matter please contact me by telephone at 312
920-3337 or by e-mail at vteon@lathroa.com

Sinceiely

LAtHROP GAGE LLP

Victor Peterson

Ce Gregory Shepard via email

MaMcKinzie Riley Bennett EgLofi LLP via email

John Kauffman Duane MOrris LLP via email

David Pittinsky Ba1lad Spahr LLP via email

Donald NiLcolaus Donegal Group Inc via email
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Securities and Exchange Commission

Division of Corporation Finance MEOCO CITY

Office of Chief Counsel
MTRANDAESTAVILLO

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc CDGI
Securities Exchange Act of 1934 Rule 14a-8

Omission of Stockholder Proposal the Original Proposal
Submitted by Gregory Shepard the Proponent

Original No-Action Letter Request Dated December 28 2011 the Original Request

Additional No-Action Letter Request Dated Jandary 182012 the Additional

Request

Ladies and Gentlemen

On December 28 2011 we filed the Original Request with the staff of the Division of

Corporation Finance the Staff of the Securities and Exchange Commission the

Commission on behalf of DCI The Original Request sought and by this letter continues

to seek Staff concurrence that DCI may exclude the Original Proposal for the reasons set

forth in the Original Request On January 18 2012 we submitted the Additional Request that

sought and by this letter continues to seek Staff concurrence that DCI may exclude the

Proponents revised proposals for the reasons set forth in the Additional Request

We have received copy of letter dated January 24 2012 that Victor Peterson

submitted to the Staff Mr Peterson argues that DGI did not timely object to procedural or

eligibility
deficiencies in the Original Proposal under Rule 14a-8f or allow the Proponent

DUANE MomlIs iii

30 SOuTH 17 STREET PHILADELPHIA PA 19103-4196 PHONE 215.979.1000 FAX 215.979.1020
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sufficient time to correct procedural or eligibility deficiency under Rule 14a-8f before

filing
no-action request We believe Mr Peterson misapplies Rule 14a-8f because DGIs

Original Request contains only substantive objections and DCI at no time raised or objected

to any procedural or eligibility deficiencies in connection with the Original Proposal

In the Original Request DCI raised only substantive objections under Rule 14a-8i7

Rule 14a-8i6 and Rule 14a-8i3 Therefore DCI was not subject to the process and

timeilne outlined in Rule 14a-8f that relates to procedural or eligibility
deficiencies as

opposed to substantive objections DCI in full compliance with Rule 14a-8j submitted the

Original Request to the Staff at least 80 days prior to the date DCI intends to ifie its definitive

proxy materials for DGIs 2012 annual meeting of stockholders Mr Petersons January 24

2012 letter therefore lacks any legal merit and we request that the Staff reject
Mr Petersons

misapplication of Rule 14a-8f

In accordance with Section of Staff Legal Bulletin No.14 Nov 2008 SLB

14D DGI is emailing this letter to the Commission at shareholderproposals@sec.gov

Because DCI is submitting this request electronically pursuant to SLB 14 DCI is not

enclosing the additional six copies Rule 14a-8j requires Also in accordance with Rule 14a-

8j DCI is simultaneously e-mailing this letter and its exhibits to Mr Peterson and will

deliver it to the Proponent by overnight delivery On behalf of DGI we confirm that DGI

will promptly forward to the Proponent any Staff response to this letter that the Staff

transmits to us only

If you have any questions or require additional information please contact me by

telephone at 215 979-1227 or by e-mail at jwkauffman@diianemorris.com

cc Donald Nikolaus

Frederick Dreher Esq

Gregory Shepard

Mark McKinzie Esq

Victor Peterson Esq
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January 242012

VIA E-MAIL shareholderproposa1sâsec.gov

Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DGI
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Shepard the Proponent

DGI No-Action Letter Request dated December 28 2011 DGIs No-Action Request

Ladies and Gentlemen

On behalf of the Proponent we are writing in response to the letter to the Staff of the

Division of Corporation Finance the Staff dated January 182012 from John Kauffman

Mr Kauffman of Duane Morris LLP on behalf of DGI

In accordance with Section of Staff Legal Bulletin No 14D November 2008 on

behalf of the Proponent we arc emailing this letter to the Staff at shareholderproposalssec.gov

Because we are submitting this letter electronically we are not enclosing the additional six

copies Rule 4a-8j requires We are also sending copies of this letter to Mr KauThnan and

David Pittinsky of Ballard Spahr LLP both of whom represent DGI via email and to DGI via

overnight delivery On behalf of the Proponent we confirm that the Proponent will promptly

forward to DGI any Staff response to DGIs No-Action Request and the correspondence related

thereto that the Staff may transmit only to us

DGIs sharp tactics to deprive the Proponent of his shareholder proposal rights is

manifestly on parade here First DGI failed to respond to the Proponents original proposal

within the required 14-day period Second DGI failed to give the Proponent 14 days to respond

to DGIs objections but instead dictated truncated eight-day period over the holidays Third

DGI raced to file its no-action request with the Staff on December 28 2011 in an attempt to

close the window on any revisions by the Proponent On January 2012 the Proponent
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provided solutions to each and every one of DGIs objections in its revision letter Now DGI

asks the Staff not to consider the revisions because of tardiness when DGI itself was the cause

DGI even flied its no action request before the 14-day period expired for the Proponents

response to DGIs objection letter It is unfair for DGI to request the Staff to not consider the

revisions when they cut short the required response periods

Rule 14a-8fl requires that Within 14 calendar days of receiving your proposal the

company must notify you in writing of any procedural or eligibility deficiencies as well as of the

time frame for your response Staff Legal Bulletin No 14 July 13 2001 SLB No 14 also

references this 14-day deadline for deficiency notices in Section C.6 What must company do

in order to exclude proposal that fails to comply with the eligibility or procedural requirements

of the rulewhich states 14a-8f provides that company may exclude proposal

from its proxy materials due to eligibility or procedural defects if. .within 14 calendar days of

receiving the proposal it provides the shareholder with written notice of the defects including

the time frame for responding.. Thus to be timely deficiency notice must be sent within 14

days after receipt of shareholder proposal and conversely shareholder proposal may not be

excluded if deficiency notice is not sent in timelymanner

The Proponent submitted its Original Proposal in letter dated November 2011

DOls no-action request dated December 28 2011 stated that DO received the

Proposal on November 14 2011 DO did not notify the Proponent of any alleged deficiencies

until December 15 2011 when David Pittinsky of Ballard Spahr LLP wrote to the Proponent

on behalf of DGI rejecting the Original Proposal That is DCII waited over month to send

deficiency notice to the Proponent instead of responding within 14 days as required Because

DGI did not notify the Proponent of any alleged deficiencies in timely manner DGI may not

exclude the Proponents proposal

In addition Section 0.3 of SLB 14 instructs companies when drafting letter to notify

shareholder of perceived eligibility or procedural defects. explicitly state that the

shareholder must respond to the companys notice within 14 calendardays of receiving the

notice of defects... Similarly Section C.6.b of SLB 14 states

Should companies instruct shareholders to respond to the notice of defects

by specified date rather than indicating that shareholders have 14 calendar

days after receiving the notice to respond

No Rule 14a-8t provides that shareholders must respond within 14 calendar

days of receiving notice of the alleged eligibility or procedural defects If the

company provides specific date by which the shareholder must submit his or her

response it is possible that the deadline set by the company will be shorter than

the 14-day period required by rule l4a-8f For example events could delay the

shareholders receipt of the notice As such if company sets specific date for

the shareholder to respond and that date does not result in the shareholder having

14 calendar days after receiving the notice to respond we do not believe that the

company may rely on rule 14a-8t to exclude the proposal
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In the December 15 2011 letter identified above DGI gave the Proponent only until December

232011 to reach agreement with DGI on the supporting statement for the Original Proposal

despite the fact that this was during the holiday season and further despite the fact that Rule 14a-

8f1 gives proponent of rejected proposal 14 days in which to respond Your response

must be postmarked or transmitted electronically no later than 14 days from the date you

received the companys notification The deadline imposed by DGI for the Proponents

response was only eight days after DO notified the Proponent not the required 14 days For this

reason as well we respectfully submit that DCII should not be allowed to exclude the

Proponents proposal

Moreover the Response Proposal which the Proponent sent to DGI on January

2012 and to the Staff on January 132012 did not substantively change the Original Proposal

Instead the Response Proposal merely omits language to which DGI objected and clarifies that

the proposed resolution is for an extraordinary corporate event not one relating to DGs
ordinary business operations For this reason i.e because the Response Proposal is not

substantively different from the Original Proposal and thus is not new or second proposal we

respectfully request the Staff to reject DGIs request to allow DGI to omit the Response Proposal

under Rule 4a-8c

We also respectfully submit that DGI should be estopped from excluding the Response

Proposal as untimely under Rule 14a-8e when on December 152011 DGI itself after DGIs

announced November 212011 deadline for shareholder proposals invited the Proponent to

attempt to reach agreement with DGIs attorneys on revised proposal As matter of equity it

would be unfair for DO to be allowed to whipsaw the Proponent by inviting the Response

Proposal yet then rejecting it because it is allegedly untimely even though DGI has not met its

own deadlines and the Proponent provided the Response Proposal expeditiously and in good

faith DGI submitted its no-action request on December 28 2011 which is less than the

required 14 days after DGJs deficiency notice on December 15 2011 Such result would

contravene the intent of shareholder proposal regulation under Rule 4a-8 which is to foster

corporate democracy and not to exclude appropriate proposals from shareholder consideration

DGI should not be permitted to prevail based on technicality when it in fact failed to

comply with the required response times DGIs initial rejection on December 15 2011 of the

Proponents Original Proposal which was sent on November 2011 and received on

November 14 2011 was itself untimely because the rejection was not sent within 14 days after

DGI received the Original Proposal as required by Rule 4a-8f1 DGI failed to allow the

Proponent 14 days after DGI sent its deficiency notice on December 152011 and in fact DGI

submitted its no-action request with the Staff before the required 14-day response period expired

For these reasons in addition to the other reasons set forth in this letter and in our letter dated

January 13 2012 the Staff should reject DGIs arguments and should deny DGIs no-action

request The Proponents Revised Proposal as set forth in Proponents letter to the Staff on

January 13 2012 should be included in DGIs proxy statement for vote by the shareholders

For the Staffs convenience the letter dated November 2011 from the Proponent to

DGI is attached as Exhibit the letter dated December 15 2011 from David Pittinsky of
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Ballard Spahr.on behalf of DG1 to the Proponent is attached as Exhibit the letter dated

January 2L2 from the Proponent to DGI is attached as Exhibit the letter dated January

13 2012 from the Proponent to the Staff is attached as Exhibit and the letter dated

January18 2012 from Mr Kauthnan of Duane Moths on behalf of DCI to the Staff is attached

as Exhibit

If we can be of further assistance in this matter please contact me by telephone at 312
920-3-337 or by e-mail at vpetersonlathronae.com

Sincerely

LATHROP

Victor Peterson

Ce hgoryM Shepard1 via email

Mark McKinzie Riley Bennett Egloff LLP via email

John Kauffman Duane Moms LLP wa email

David HPittinsky BlladSpaLLPviaeniail
Dona1dH Nikolau Donegal Gtou inc via eaii



EXBIBIT

ExhIbit 7.8

Gregory lvi Shepard

FISMA 0MB Memorandum M-07-16

November 2011

CerWled Mall

Return Receint Reaneeted

Mr Donald Nikolaus

President and CEO

Donegal Group Inc

1195 RIver Road

Mar1etta PA 17547-0302

Ms.SberlO Smith

Secretery
Donegal Group

ll95RiverRoad

Marietta PA 17547-0302

Re Sbsreholder Proposal and Supporting Statement

Dear Mr Nlkolaus and Ms Sznhin

Enclosed is shareholder proposal and supporting statement for inclusion in the proxy for the

annual shareholders meeting of Donegal Group Inc the Company to be held in April2012

Please know it is my Intent to present the attached shareholder proposal at the Companys annual

shareholders meeting

Enclosed is copy of Schedule 13D to be filed with the Securities and Exchange Commission on

November 92011 IndicatIng thati am the beneficial owner of 3602900 Class shares and.397 100 Class

shares of the common stock of the Company As required by Rule 14n-8 promulgated under the

Securities Act of 19341 have continuously held shares with market value of at least $2000 for longer

than the previous year end 11 intend to hold these shares through the date of the Companys annual

shareholders meeting

Gregory Shepard



SKAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

GregoryM Slwpard FISMA 0MB Memorandum M-07-16 who individually isthebeneficlal

owner of 3602900 Class shares and 397100 Class shares of common stock of the Company submits

the following proposal

Resolved that the shareholders of Donegal Group Inc DGP hereby request that the Board of

DireCIbra appoInt acommlttce othdepeident non-management directoes whO ems euthod sad

ditocted towork with Donegel Mutual bisurauce Company DMIC to explore stratogic altuaflativee to

n.v4nh elmrrladdervahi hvfbwaonaldaraflon ofa merger of DMIC with anothai maidsalhisurer

iQUOWV DyUI5 SlWUWUX JU3 mnsomsuth cesmniUsCto retain aleediug Inveatmeuc caching

firm to advise the committee with respect to such strategic alternatives and authorize the committee amid

investment iveiking firm to solicit and evaluate oftbrs forte merger of DMIC followed by the sale or

merger of DOL

Supporting Statement

For many years have invested In publicly traded sululdiaries of n1nt1 insurance companies For

example mthe pest owned 20% ofMendlan Insurance Group1n Mior and was the catalyst who

provided the opportunity for State Auto Mutual Insurance Companys merger withedd$aa Mutual

Insurance Company followed by Statb Aqto Mutuals purchase of MIGFs pubhclytradedâares My
erts helped to deliver the shares true value toMIGIspubhclytradedsbareboIders with 135%

premnhun over the valuation of those shares prior to State Auto Mutuals purchase

DGI as public company has several advantages compared with being mutual company the ability

to raise capital ad flexibility to restructure and the ability toprov3de incentives to management

employees andageats 1lowevet 101 baa not been succesafid in delivering positive raturn for its

shareholders DQ1s Class and class stock prices today are respectwuly 33% and 5% lower than five

years agc

the owner of approximately 295% and 28.9% of the publicly traded Class and Class shares

believe the Companys shares trade at discount of more than 200% to thaw realizable value if combined

with another mutual insurer Examples ofauch realization crtvalbe include the Nationwide-Al TV State

Auto-Meridian and recently ounced NatIonwide vfl$e1ansaccm As committed Investor in

101 It Is niy focus forthe Company to enhance value fir its investors Based upon the aforesaid

examples no amcmtt of rate Increases fostmntous avoidance of catastrophic storms or other operational

miprovementa can unleash retian of DGIs shares true value as will merger of DMIC with another

mu nsorer followed by thepurcliasc of0Ispnhlic shares

If other shareholders also believe thatthe value of DGI is not reflected hi current share prices then the

bcordandmaliagemeritofDGlhave an obhgetronto take steps to realize the shares true value The board

andmaiiagerneiit ofDGI can best do this by talong the three steps contained in the aforesaid resolution1

5dyofiindepdent investment banker



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C 20459

SCHRDULE 13D

under the Securities change Act of 1934

AmendnicntNo.3

DONZGAL GROUP INC
Name of Issuer

Class Common Stock

Class Common Stock

Title of Class of Securities

Class 257701201

Class 257701300

CUSIP Number of Class of Securities

Gregoiy lvi Shcpsrd

FISMA 0MB Memorandum M-07-16

Name address and telcithoon number of persona

authorized to receive notices and cosnunmicatloan

on behalf ofpezaons filing statement

November 72011

Date of Event which Requires Filing of this Statement

If the filing person has previously filed statement on Schedule 13G to report the acquisition which is the subject of this

Schedule 131 and is filing this schedule because of Rnle 13d-lbX3 or check the following box El
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Class CUSIPNo 257701201 and Class CUSIPNo 257701300

NAME OF RBPOLTINGPBRSON
OR LLS IDBNI1PICATIONNOS OF REPORTING PERSON

Gregosy Shepard

CHECK ThE APPROPRIATE BOX IF MEMBER OF GROUP

SBCUSB ONLY

SOURCE OP FUNDS

CHECK BOX IF DISCLOSURE OF LEGAL FROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 2d 0R2e

CITIZENSHIP OR PLACE OF ORGANIZATION

United States of America

SOLE VOTING POWER
NUMBER OF SHARES

BENEFICIALLY Cliii 3602900 Cliii 397100

OWNED BY EACH
REPORTING PERSON SHARED VOTING POWER
WITH

-0-

SOLE DISPOSITIVE POWER

Class 3612900 Class 397100

10 SHARED DISPOSITIVE POWER

-0-

ii AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

Class 3602900 Class 397100

12 CHECK BOX IF ThE AGGREGATE AMOUNT IN ROW iiEXCLUDES CERTAIN SHARES

13 PERCENT OP CLASS REPRESENTED BY AMOUNT IN ROW 11

Class 18.04% Class 7.12%

TYPE OF REPORTING PERSON

IN



SCHEDULE 13D

ITEM SECURITY AND IS8UER

The Schedule 13D filed with the Securities and Exchange Commission on July 122010 the Initial 1Sf

by the Filing Person with respect to the Class Shares and Class Shares of Donegal Group Inc

Delaware corporation the issuer is hereby amended to furnish the additional Iniormatlon set forth

herein All capitaized terms contained herein but not otherwise defined shall have the meanings ascnbed

to such terms In the Initial 13D

ITEM SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION

ITEM OF THE lNAL 130 IS HEREBY AMENDED TO ADD THE FOLLOWING

The Filing Person owns 360Z900 Class Shares and 397100 Class Shares purchased for

$51924532 and $6639888 respectively ncludIng commissions The source of funding for the

purcha8e of these Shares was personal funds

ITEM OF THE I91TIAL 13D IS HEREBY AMENDED TO ADD THE FOLLOWiNG

On November 2011 the FilIng Person submitted the following proposal to be presented and voted

upon at the issuers 2012 Annual Meeting of Shareholders

Resolved that the shareholders of Donegal Group Inc DGI hereby request that the Board of Directors

appoInt committee of Independent non-management directors who are authorized and directed to

work with Donegal Mutual Insurance Comparer DMIC to explore strategic alternatives to medmize

shareholder value Including consideration of merger of DMIC with another mutual Insurer followed by

the sale or merger of DGI Instruct such committee to retain leading Investment banking fIrm to

advise the committee with respect to such strategic alternatives and authorIze the committee and

Investment banking firm to solicit and evaluate offers for the merger of DM10 followed by the sale or

merger of DGI

copy of the proposal and supporting statement are attached hereto as Ethlbit 7.6

The Filing Person Intends to review his Investment In the Issuer on continuing basis Depending on

various factors Including without limitation the Issuers financial position results and stategic direction

Page of



price levels of the Class and Class Shares the Issuers response to the actions suggested by the

Filing Person actions taken by management and the Board of Directors of the Issuer other Investment

opportunities available to the Filing Person and capital availability and applicable regulatory and legal

constraints conditions In the securities and capital markets and general economic and lndustxy

conditions the Filing Person may from time to time and at any time In the future take such actions with

respect to his Investment In the Issuer as he deems appropriate kckid1ng but not limited to

communicating with management the Board other stockholders Industry paticipants and other

Interested or relevant parties Including financing sources and financial advisors about the Issuer or

proposing potential or other transaction involving the Issuer and about various other matters Including

the operations business strategic plans assets and capital structure of the issuer or one or more of the

other Items described In subparagrapts a-J of item of Schedule laD requesting or proposing one or

more nominees to the Board of Directors of the Issuer purchasing additional securities of the Issuer in

the open market or otherwise entering Into financial instruments or other agreements that increase or

decrease the Filing Persons economic exposure with respect to his Investment In the Issuer andlor

engaging In any hedging or similar transactions with respect to such holdings The FlUng Person reseves

the right to change his current plans and intentions with respect to any and all matters referred to In Item

4of Schedule 13D based on any ofthe foregoing factors orotheiwise orto sell or distribute some orall of

his respective holdings In the issuer at any time and from time to time in the open market in private

transactions or otherwise

ITEM INTEREST IN SECURmES OF THE ISSUER

ITEMS 5a AND 5b OF THE iNITIAL 130 ARE HEREBY AMENDED AND RESTATED IN THEIR

ENTIRElY AS FOLLOWS

As of the dose of business on November 2011 the Filing Person may be deemed to

beneficially own in the aggregate 3602900 Class Shares and 397100 Class Shares

representing approdmately 18.04% and 7.12% respectively of the Issuers outstandIng Class

Shares and Class Shares based upon the 19975609 Class Shares and 5576775 Class

Shares stated to be outstanding as of October 31 2011 by the Issuer In the Issuers Form 10-Q

filed with the Securities and Exchange Commission on November 201

The Filing Person has sole voting power and sole dispositive power wIth respect to 3602900

Class Shares and 397100 Class Shares The Filing Person has voting power in the

aggregate equal to appmdmateIy 9.99%

ITEM 5c OF ThE INITIAL 13D IS HEREBY AMENDED TO ADD THE FOLLOWiNG

Page4of6



The following table sets forth all purchases with respect to Class Shhrea and Class Shares

effected during the past sixty 60 days by the Filing Person All such transactions were effected

In the open market and the table kichides commissions paid

Purchase ofClassA

P11cc Thares Amount

Per

Date Share Purchased Paid

11107/11 1318 400 527700

Sale ofaassB

Price Shares Amount

Per

Date Share Sold Received

11/07/11 .16.00 360 575620

ITEM MATERIAL TO BE FILED AS EXHIBiTS

7.8 Proposal and Supporting Statement

SIGNATURE

AftCr reasonable inquiry and to the best of his knowledge and belief the undersigned certifies that

the Information set forth In this statement Is true complete and correct

DATED November 2011

Gregory Sheperd
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Ballard Spah IBIT

rns Madcet Suect Floor David Pltdnsky

hiIEdtlphia
215.864.1117

TEL 2.d6J5Oo
Fax 215.864.1999

lAX U5164.8999

www.ballardspEhr.coia

December 15 2011

Vw Email Federal Fprejs
Mark MoKinzie Esquire Gregory Shepurd

Riley Bennett Egloff LLP

Fourth Floor
FISMA 0MB Memorandum M-07-16

141 Washington Street

Indianapolis Indiana 46204

Dear Messrs McKinzie and Shepard

Mr Shepards shareholder proposal arid supporting statement for inclusion in the

Donegal Group Inc DOl proxy statement for the 2012 DCI annual shareholders

meeting and his Schedule 13D attaching both documents have been forwarded to me by DCI

for response DCI is not unmindful of Mr Shepard large stake in its common stock

However DCI cannot permit him to publish materially false and misleading supporting

statement to its shareholders For this reason DCI has requested that you and seek to agree

upon an accurate supporting statement no later than December 23 2011 if we can reach

agreement DCI will include Mr Shepards shareholder proposal and the agreed upon

supporting statement in its annual proxy statement and will permit them to exceed the 500

word limit

We are particularly concerned with Mr Shepards supporting statement that he was

the catalyst who provided the opportunity for State Auto Mutual Insurance Companys

merger with Meridian Mutual Insurance Company followed by State Auto Mutuals

purchase of MIGIs publicly traded shares Given our knowledge of Mr Shepards

DMFAST143S3329 v3

Masts BItiuorc Bethesda 1ovec Las Vcgas LcsMgska Nsw J.r Plkdskibia Plicaslx Salt Lstcsaty Sea Diejo

WishIgtosDC www.dapalir earn



Mark McKinzie Esquire

Gregory Shepard

December 152011

Page

activities leading up to the Meridian-State Auto merger Mr Shepards supporting statement

and Schedule 13D are materially misleading and omit material facts As just three examples

Mr Shepard has omitted the material facts that during his activities the SEC entered

Cease and Desist Order against Mr Shepard with his consent for purchasing Meridian

Insurance Group Inc MIGF stock on the open market during his Dutch auction tender

offer for MIGI stock ii the Indiana Securities Commissioner entered final order

prohibiting Mr Shepard from proceeding with his MIGI tender offer because of his

inadequate disclosures and iii although Mr Shepard describes himself as catalyst in

the Meridian-State Auto merger he filed lawsuit seeking to enjoin the merger on the

ground that State Autos offer was inadequate even though it exceeded by $5 per share Mr

Shepards own tender offer for the same MIGI stock

Given the foregoing DOl cannot publish Mr Shepards shareholder proposal and

supporting statement without including all the material facts concerning Mr Shepards role

in the Meridian-State Auto merger and modifying his claim to be catalyst in such

merger Moreover there may be additional material facts concerning Mr Shepards role in

the affairs of State Auto following the Meridian-State Auto merger 21g Century Insurance

Group and Illinois Healthcare Insurance Company which are material to Mr Shepards

supporting statement

OMEAST 14353329 vi



Mark McKinzlc Esquire

Gregory Shepard

December 152011

Page

Please let me know promptly if you are willing to fly and rcac.h agreement on

supporting statemeflt that accurately states all the material facts

YOWS

4hfUM41
David jflinsiy

DHP/gpa

fl4BA8r114353rn v3



RILEY BErmiETT EXHIBIT

MKMcKmJzIE

EGLOFF LLP DirectPw317955-7156

___________________________ E4uai mmckin2idbei2w.com

krrOBNEYS AT LAW

Answr.c Adic and Axhocay

January 2012

VIA E-MAIL AND U.S MAIL

jwkauThrith4dianemorris.com
Mr John Kauffman

DUANE MORRIS LLP

30 South 17th Street

Philadelphia Pennsylvania 19103

Re Donegal Group me
Stockholder Proposal submitted by Gregory Shepard

Dear Mr Kauffman

In response to your letter of December 28 2011 to the Securities and Exchange

Commission please find enclosed revised Shareholder Proposal and Supporting

Statement You will note

The revised Proposal parallels the proposal that was at issue in First

Franklin which you admit the SEC found to be not excludable

In the Revised Proposal references to Donegal Mutual have been deleted

rendering your comments in that regard moot and

In the Supporting Statement references with regard to the Meridian-

State Auto transaction have also been deleted rendering your comments

in that regard moot as well

On behalf of my client Gregory Shepard we ask that you immediately

withdraw the no-action letter request of December 28 2011 and confirm the same to

us in writing no later than the end of the day on Wednesday January 11 2012 or by

500 p.m Eastern Standard Time You may contact me by telephone at my direct dial

number of 317 955-7116 or by e-mail at mmcldnzierbelaw.com

Sincerely

RILEY BEN EGLOFF LLP
i..-

J.MarkMcKinzie

Enclosure

cc David Pittinaky via e-mail only

pittinskyballardspahr.com

JMM/298.501/mcl/rhn/00410951

FOURTH FLOOR 141 WASHINGTON STREBT INDIANAPOLIS INDIANA 46204

TELEPHONE 317 636-8000 FACSIMILE 317 636-8027 WEBSITE RBELAW.COM



SHAREHOLDER PROPOSAL AN SUPPORTING STATEMENT

Shareholder Proposal

Gregory Shepard FISMA 0MB Memorandum M-07-16 who individually is the

beneficial owner of 3602900 Class shares and 397100 Class shares of common stock of Donegal

Group Inc DGIor the Company submits the following proposal

RESOLVED That the shareholders of DGI assembled at the annual meeting in person and by

proxy hereby request that the Board of Directors immediately engage the services of an Investment

Banking firm to evaluate alternatives that could enhance shareholder value including but not limited to

merger or outright sale of DGI and the shareholders further request that the Board take all other steps

necessary to actively seek sale or merger of DGI on terms that will maximize share value for

shareholders

Supporting Statemeith

DGI has not been successful in delivering positive return for its shareholders On December 30

2011 DGIs Class and Class stock prices were respectively 28% and 3% lower than five years

earlier On December 29 2006 Dils Class stock price was $19.59 per share and DGIs Class stock

price was $18.00 per share

As the owner of approximately 18.0% and 7.1 respectively of the Class and Class shares

of DO believe the Companys shares trade at substantial discount to their realizable value if combined

with another mutual insurer Examples of such realization of value include the following transactions

Nationwide-ALLIED 74% premiwn over prc-announcement share price State Auto-Meridian 135%

premium over the share price immediately before American Unions tender offer State Auto outbid

American Union and recently announced Nationwide-Harleysville 137% premium over share price one

day preceding announcement

The proposed Nationwide Mutual merger with Pennsylvania-domiciled Harleysville Mutual

followed by the purchase of Harteysville Groups publicly traded shares has not yet closed Eventually the

terms of the transaction and even the acquirer could change as there were two other competing bidders

in addition to Nationwide as disclosed in Harleysville Groups Proxy Statement of December 23 2011 one

of whom was Liberty Mutual As committed investor in DGI it is my focus for the Company to enhance

value for its investors Based upon the aforesaid examples and especially the most recent example with

Harleysville it is my opinion that no amount of rate increases fortuitous avoidance of catastrophic storms

or other operational improyements can unleash realization of DOts shares value as will merger or sale

of the Company to another mutual insurer

If other shareholders also believe that the value of DGI is not reflected in current share prices then

the Board of Directors of DGI should take steps to realize the shares value The Board of Directors of DGI

can best do this by following the steps contained in the aforesaid resolution guided by the advice of an

independent investment banker and taking advantage of the present market for insurance company

consolidation



LATHROP GAGEa
EXHIBIT

Vic PETERSON 100 RIVERSIDE PLAzA SuITE 2100

DIRECT LINE 312.920.3337 CHICAGO ILUNOIS 60606

EMMI VPETERSON@LAThROPGAGE.COM PHONE 312.920.3300

WWW.LATHROPGAGE.COM FAX 312.920.3301

January 13 2012

VIA E-MAIL shareho1derproposalssec.gov

Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DGI
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Shepard the Proponent

Ladies and Gentlemen

On behalf ofthe Proponent we respectfully request that the Staff of the Division of

Corporation Finance the Staff decline to grant the no-action relief requested by DGI in its

letter to the Staff dated December 28 2011 the DGI Letter and that the Staff instead concur

with the Proponents conclusions that DGI may not properly omit the Proponents revised

stockholder proposal and supporting statement attached as Exhibit to this letter the Revised

Proposal from the proxy materials DGI will distribute in connection with its 2012 annual

meeting of stockholders the 2012 Proxy Materials

In accordance with Section of Staff Legal Bulletin No 4D Nov 2008 SLB
14D the Proponent is emailing this letter and the exhibits to this letter to the Commission at

shareholderproposa1s@sec.gov Because the Proponent is submitting this request electronically

pursuant to SLB 14D the Proponent is not enclosing the additional six copies Rule 14a-8k

requires Also in accordance with Rule l4a-8k the Proponent is simultaneously c-mailing this

letter and its exhibits to John Kauffman of Duane Morris LLP which is DGIs counsel and

will deliver it by overnight delivery to DGIs attention do Donald Nikolaus President

Donegal Group Inc 1195 River Road Marietta PA 17547 as requested in the DGI Letter

These deliveries inform DGI of this letter to the Staff in response to the DOl Letter On behalf

of the Proponent we confirm that the Proponent will promptly forward to DGI any Staff

response to this letter or DGIs no-action request that the Staff transmits to us only
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On November 2011 the Proponent submitted shareholder proposal and supporting

statement the Original Proposal to DGI On December 152011 David Pittinsky of

Ballard Spahr LLP which is also DGIs counsel sent letter to Mark McKinzie of Riley

Bennett Egloff LLP the Proponents counsel and to the Proponent declining to include the

Original Proposal in the 2012 Proxy Materials unless an agreement on its language could be

reached by December 23 2011 No such agreement was reached in the brief timeframe offered

unilaterally by DGI and Duane Morris sent the DGI Letter to the Staff on December 282011 as

mentioned above

On January 2012 the Proponent sent to Duane Moms and Ballard Spahr stockholder

proposal and supporting statement that is substantially similar to the Revised Proposal The

Revised Proposal eliminates the language that DOT found objectionable The Proponent

requested that DGI withdraw its no-action letter with the SEC DGI has failed to respond to the

Proponents request to withdraw DGIs no-action request

This letter responds to the DGI Letter to the Staff and requests the Staff not to grant

DGIs no-action request For the convenience of the Staff redline comparison of the Revised

Proposal against the Original Proposal is attached as Exhibit to this letter

As DGI admits on page of the DO Letter in its response to request for no-action

letter from First Franklin Corporation available February 222006 the Staff found that

proposal to engage the services of an investment banking firmto evaluate alternatives to enhance

stockholder value and to take all necessary steps to seek actively sale or merger was not

properly excludable For the convenience of the Staff copy of the request by First Franklin

Corporation for no-action letter and the Staffs response are attached as Exhibit to this letter

Please note that the Revised Proposal has been phrased to match the language utilized in

First Franklin Corporation and that as result all of DOls objections to the Original Proposal

are moot as discussed below In particular the Revised Proposal states

RESOLVED That the shareholders of DGI assembled at the annual meeting in

person and by proxy hereby request that the Board of Directors immediately

engage the services of an Investment Banking firmto evaluate alternatives that

could enhance shareholder value including but not limited to merger or

outright sale of DGI and the shareholders further request that the Board take all

other steps necessary to actively seek sale or merger of DOT on terms that will

maximize share value for shareholders

The First Franklin proposal stated the following

RESOLVED That the shareholders of First Franklin assembled at the annual

meeting in person and by proxy hereby request that the Board of Directors

immediateiy engage the services of an Investment Banking firmto evaluate

alternatives that could enhance shareholder value including but not limited to

merger or outright sale of First Franidin and the shareholders further request that
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the Board take all other steps necessary to actively seek sale or merger of First

Franidin on terms that will maximize share value for shareholders

The only difference between the Revised Proposal and the First Franklin proposal on which it is

based is the name of the company The Revised Proposal just like the proposal to First

Franklin requests the Board of Directors to consider merger or sale of DOT which is

proposal that relates to an extraordinary transaction and that therefore may not properly be

excluded by DO from its 2012 Proxy Materials on the basis of Rule 14a-8iX7 which permits

excluding proposals relating to ordinary business operations

The DGI Letter also argues that the Original Proposal may be excluded on the basis of

Rule l4a-8i6 because lacks the power or authority to implement the proposal to the

extent that it relates to Donegal Mutual Insurance Company DMC which the DO Letter

asserts DGI does not control Whatever the merits of this objection with respect to the Original

Proposal however it does not apply to the Revised Proposal which omits all references to

DMIC

Similarly the DO Letters objections to the Original Proposal on the basis of Rule 14a-

8i3 do not apply to the Revised Proposal DGI alleges that the Original Proposal may be

excluded on the grounds that it violates the proxy rules and in particular Rule 14a-9 The

Revised Proposal does not include any of the statements in the Original Proposal to which DOT

objected All of the statements in the Supporting Statement accompanying the Revised Proposal

are fact-based or are otherwise fair commentary of the Proponent

For the reasons stated above DOT has failed to satisfr its burden of showing that the

Revised Proposal may be excluded from the 2012 Proxy Materials Accordingly the Proponent

respectfully requests that the Staff decline to grant DOTs no-action request

If we can be of further assistance in this matter please contact me by telephone at 312
920-3337 or by e-mail at vpeterson1athroPage.com

Sincerely

LATHROP GAGE LLP

Victor Peterson

Cc Gregory Shepard

Mark McKinzie Riley Bennett Egloff LLP

John Kauffman Duane Morris LLP via Federal Express

David Pittinsky Ballard Spahr LLP via Federal Express

Donald Nikolaus Donegal Group Inc via Federal Express



Exhibit

SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

GregoryM 5p551 FISMA 0MB Memorandum M-07-16 dividually is the beneficial

ow of 3602900 Class shares and 397100 Class shares of common stock of Donegal Group Inc

rDGr or the Company submits the following proposal

RESOLVED That the shareholders of DGI assembled at the annI meeting in person and by proxy

herehy request that the Board of Directors immediately engage the services of an Investment Banking firm

to evaluate alternatives that could 5nham shareholder value includin but not limited to merger or

outright sale of DCI and the shareholders further request that the Board take all other steps necessary to

actively seek sale or merger of DGI on terms that will maximize share value for shareholders

Supporting Statement

DCI has sot been successful in delivering positive return for its shareholders On December 302011

Dors Class and Class stock prices were respectively 28% and 3%lower than five years earlier On
December29 2006 DGIs Class stock price was $19.59 per share and DGIs Class stock price was

$18.00 per share

As the owner of approximately 18.0% and 7.1% respectively of the Class and Class shares of

DO believe the Companys shares trade at substantial discount to their realizable value if combined

with another mutual insurer Examples of such realization of value include the following transactions

Nationwide-ArJIRD 74% premium over pre-anuouncemeat share price State Auto-Meridian 135%
premium over the share price immediately before American Unions tender or State Auto outbid

American Union and recently announced Nationwide-Harleysvlllc 137% premium over share price five

days preceding announcement

The proposed Nationwide Mutual merger with Pennsylvania-domiciled Harleysville Mutual followed by

the purchase of Harleysville Groups publicly traded shares has not yet closed Eventually the terms of the

transaction and even the acquirer could change as there were two other competing bidders in addition

to Nationwide as disclosed in Harleysville Groups Proxy Statement of December 23 2011 one of udiom

was Liberty Mutual As committed investor in DO it is my focus for the Company to enhance value for

its investors Based upon the aforesaid examples an especially the most recent example with Harleyaville

it is my opinion that no amount of rate increases fortuitous avoidance of catastrophic storms or other

operational improvements can unleash realization of DGIs shares value as will merger or sale of the

Company to another mutual insurer

If other shareholders also believe that the value of DCI is not reflected in current share prices then the

Board of Directors of DO should take steps to realize the shares value The Board of Directors of DCI can

best do this by following the steps contained in the aforesaid resolution guided by the advice of an

independent investment banker and taking advantage of the present market for insurance company

consolidation
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SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

Gregory fri Shepard FISMA 0MB Memorandum M-07-1 who individually is the beneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Doue2al Gmuo Inc

qxr or the ComppuyTM stibflits thefdflowinpiip..a1

Resolved that the sheseholders ofDonegal Group me cDG1harebyiequesi that Ow Bod of

wb4eth4d
dsreatod to weak with Donegal Mutual Ineurasee Company DMIC to esplore etrategie ahernatives is

emaumme aharehelilarvalue nieludmg siderabon of merger ofDMlCwdbanodzer mutual teenrer

fallewed by the eels er merger of DOl ieeuei suebseeemusee to rvtaa leading mvinasI bnalnig

invoctmont buikang fives to ebelt end evahesto effete lhz-theinerger of DMIC bllowedby the sale or

merger of DGI

ir1 Thrti fV if .9 tip

actively reck nde erme ofOGI tisit will maximiza share valne fur

Supporting Statement

For many yemu have invested in pubhely traded subeadiaries of inutuahesuranes eoiupmaec For

eaample an the pest ewned 20 ofMenthen lesuranee Group Ian %4lGF and wes thacatal1nt who
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101 ae-apubho oompeny has several advantageseempered with beuag mutual aompeny the ability

to-raise eapital additional fleaubihty to reatheature am the ability to provide laeentivte to management

omployoea and agents Ilowover .JGIhas not been successful in delivering positive return for its

shareholders OnDecenther 302011.101s Class and Class stockpnocs today aroespectavcty

33J% and lower than five yearsagedzc On December29 2006 DGI Class stock once was

19.59 ner share and 101s Class BstoÆk rrice whsSlO01ersherI

As the owner of alps 1y29%and2S9%.7.l% fively of the publiotytra4ofClassA

and Class shares of DCIL believe the Companys shares trade at nibstantialdiscount of more than

200% to their realizable value if combined with another mutual insurer Examples of such realization of

value include the fafljn JjOiiwidCJllPfl74%nj
State Auto-Mthdianfl%.p oi imnjylçfp

UniOns.tender Sti AlikaOUtbidAtherIcen Union and recently announced Nationwide

Haricyaville iramastione Ma committed investor an 101 it my focus fur the Company to eubawee

vialue for its investors- Baedupàn thanibrosaid .Wiamplec untofrUtoinoninsoa Ibituitotia
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If other shareholders also believe that the value of DCII is not reflected in current share pnces then the

boaedand have anobligatiosi to shoul take steps to realize the

shares IRJo.vaiue The board and masag etBoeth of DirofDGI can best do this by taking

frllowinn the tines-steps contained in the aibresaid resolution guided by the advice of an independent
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VIA E-MAIL shareholderproposais@sec.gov vs
DOCA RATON

Securities and Exchange Cormnission LAKE TAHOR

Division of Corporation Finance 4lxico cnv

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DGF
Securities Exchange Act of 1934 Rule 14a-8

Omission of Stockholder Proposal the Original Proposal

Submitted by Gregory Shepard the Proponent

Original No-Action Letter Request Dated December 282011 the Original Request

Ladies and Gentlemen

On December 28 2011 we filed the Original Request with the staff of the Division of

Corporation Finance the Staff of the Securities and Exchange Commission the

Commissionon behalf of DGL The Original Request sought atul by this lette continues

to seek Staff concurrence that DGI may exclude the Original Proposal for the reasons set

forth in the Original Request

We file this supplemental no-action request under Commission Rule 14a-8j in

response to three letters DGI has received all of which have been submitted on behalf of the

Proponent The letters are as follows

letter from the Proponent dated November 2011 that DCI received on

November 14 2011 the Tirst Letter The First Letter included the Original

Proposal We attach copy of the First Letter as Appendix to our letter

DU4NE Mouus LLP

30 Sotmi 17 Sngr PUILADBLPHIA PA 19103-4196 PHONE 215.979.1000 FAX 215.9791020
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letter from Mark McKinzie Mr McKinzie dated January 2012 that DGI

received on January 2012 the Second Letter The Second Letter contained

revised and substantially different stockholder proposal the Second

Proposal We attach copy of the Second Letter as Appendix to our letter

letter from Victor Peterson Mr Peterson dated January 13 2012 that DCI

received on January 16 2012 the Third Letter The Third Letter included

stockholder proposal identical to the Second Proposal the Third Proposal

and together with the Second Proposal the Revised Proposals We attach

copy of the Third Letter as Appendix to our letter

It appears that the Proponent has not complied with Staff Legal Bulletin No 14 July

132001 SLB No.14 SLB No.14 requires that proponent furnish all correspondence

relating to no-action request to the Staff There is no information available to us that

indicates the Proponent did so with respect to the Second Letter

SLB No.14 further provides that company such as DCI has no obligation to

acknowledge or accept the Revised Proposals By this letter on DGIs behalf we advise the

Staff that DCI neither accepts nor acknowledges the Revised Proposals

We further note that even if the Proponent had timely filed the Revised Proposals the

Revised Proposals do not adequately cure the deficiencies DGI asserted in the Original

Request

Accordingly we request on behalf of DCI that the Staff continue its review of the

Original Request and grant DCI no-action relief to exclude the Original Proposal from DGIs

2012 annual proxy materials

We further request that the Staff grant no-action relief to DGI and concur with DGrs

conclusions that DCI may as provided in SLB No properly omit the Revised Proposals

and their respective supporting statements from the proxy materials DCI will distribute in

connection with its 2012 annual meeting of stockholders for the following reasons

Rule 14a-8e2 permits the exclusion of the Revised Proposals because the

Proponent submitted the Revised Proposals after the deadline for submitting

stockholder proposals and

Rule 14a-8c permits the exclusion of the Revised Proposals because the

Revised Proposals constitute second proposal and third proposal in
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violation of the rule that stockholder may submit only one proposal in

connection with particular
stockholder meeting

In accordance with Section of Staff Legal Bulletin No 14D November 2008 on

behalf of DCI we are exnailing this letter and the exhibits to this letter to the Commission at

shareholderproposals@sec.gov Because we are submittiftg this request electronically we are

not enclosing the additional six copies Rule 14a-8j requires We are also sending copies
of

this letter and the exhibits to Mr McKirizie and Mr Peterson via e-mail and to the Proponent

by overnight delivery On behalf of DGI we confirm that DGI will promptly forward to the

Proponent any Staff response to the Original Request and to this no-action request that the

Staff transmits only to us

DCI may omit the Revised Proposals because the Proponent did not timely submit the Revised

Proposals under Rule 14a-8e

The Proponent submitted the Second Proposal to DCIs counsel on January 2012 and

the Proponent submitted the Third Proposal on January 132012 Under Rule 14a-8e the

latest date by which DGI stockholder could have submitted stockholder proposal for

inclusion in DGIs 2012 annual proxy materials was November 212011 as DGI stated in its

definitive proxy materials in connection with DGIs 2011 annual meeting of stockholders

Therefore DCI may properly exclude the Revised Proposals from DGrs 2012 annual proxy

materials because they are not timely under Rule 14a-8e See Avalon Holdings Corporation

available January 23 2003 in which the Staff granted no-action relief under Rule 14a-8e2

because the company received revised proposal after the deadline for submitting

stockholder proposals See also International Business Machines Corporation available

February 22005 in which the Staff granted no-action relief under Rule 14a-8e2 because

the company received revised proposal after the deadline for submitting stockholder

proposals

IL DGI may omit the Revised Proposals because the Revised Proposals exceed the one annual

stockholder proposal limitation under Rule 14a-8c

The Proponent submitted the Original Proposal on November 14 2011 the Original

Proposal is the subject of the Origina1 Request The Proponent has not expressly withdrawn

the Original Proposal but in our opinion1 the Proponent no longer evidences any iiterest in

pursuing the Original Proposal because the Proponent has submitted the Revised Proposals

together with their respective supporting statements The Revised Proposals and their

respective supporting statements each differ materially from the Original Proposal and its

supporting statement Under Rule 14a-8c each shareholder may submit no more than
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proposal to company for particular
shareholders meeting emphasis supplied The

Revised Proposals differ materiallyfrom the Original Proposal and therefore constitute the

submission by the same stockholder of more than one proposal with respect to particular

annual meeting of stockholders

Based upon the foregoing analysis DGI may properly exclude the Revised Proposals

from DGIs 2012 proxy materials pursuant to Rule 14a-8e2 and Rule 14a-8c

If you have any questions or require additional information please contact me by

telephone at 215 979-1227 or by e-mail at jwkauffman@duanemorris.com

Sincerely

cc Donald Nikolaus

Frederick Dreher Esq

Gregory Shepard

Mark McKinzie Esq

Victor Peterson Esq
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SRAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

GrcgoryM.pald FISMA 0MB Memorandum M-07-16

owner of 36Q900 Class shares and 397100 Class shares of conumon stock of the Compsxiy submit

the thilowlug propoanl

Resolvothe sbarth of Doasgal uphdqtatthBoao
tiwith Dcnsgal Aimt ance CompDlC to anplors strategic pitmuetives to

sarshoittorvalue inrbidIig ccuisldmutlon of am rcfDMlC with anothto nuthiel insurer

foliowed by the selsoru cfDGl instinct such coæôbretslnakarling Inveutuient bunking

han to advlaà the cIault4ra with respect to inch strategic mitenialives and aafliiro the iulItve and

investment banking than to solicit and evaluate ohbrs fbr the merger of DMIC flowed by the asia or

tneigarofDOL

Sappoutlug Statement

Ycriusny years have invested In publicly daubaidlarlas of mutual insurance companies For

oxsezçlc inibepastl owned 20% of Meridian bannauce Oroup Inc MIOrnd was the catalyst who

provided the cçtunfty Stale Auto Moths Insurance Companys cwIthMeddIan Mutual

Thuce ConJdllowedby State Auto Mutuals pmvbase ofMlorv publicly traded shares My
chxts belpcdto dellvarthesbezns true value to MIOPa publicly ti ded shareholders with 135%

pawnimu over the valuation of those shares prior to State Auto Mutuals purchase

DO an public company has several advantages 11dwithbo1ng mutual iioinsuy the ability

to raise capital .ddltlcmal hedllky to resbuctwe and the ability to provide incozalvea to g.1nrIt

oyeea and agents However Dor has not bean aucceanflul in delivering apo voretuan for its

shareholders DOls Claus and Class stock prices today are Teapectively 33% and 5% lower than five

yesra ago

As the owner of sppcoxhnately 29.5% and 28.9% oftho publicly traded Class and Claus shares

believe the Companys shares trade eta discount ofmcrethsn 200% to thefrreslhebla value If combined

with sncr matilel hiswtr Examples of such iceliaatlon ofwluobuolude the Nadouzw1do.4I1 State

Auto-Meridian and recently mu edlntionwldoHarleysvilletrmeacticne As acoennitted investor In

DO Ills my therm fbr the Company to enhance value for Its layestesa Based upon the aouaId

sxam%ulss no aniotrat of rate increases fortuitous avoidance ofc tupbi storms or other operational

huproveruents can usleesh ofDOIa 3hmus tine value as will merger of DMIC with another

mutual insures followed by the purchase of DOPs public shares

If other shareholders also believe that the value of DOl Is act raftoctuslin current share prices than the

board andmmegrwnt of DOlbave an obligation to take stops to realize the shares frue value The board

and naunagenuent of DO mu best do this by taking the three steps contained lathe aibrasaid resolution

guided by thoadvico of an Independent invesuneutbanker
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WASHINGTON D.C 20459

SCULB 13D

Undertho SccreiflecRmig of 1934

MrmectNo.3

DONEGAL GROUP INC
NLDS

clau Conisuon Stock

Class Comsuon Stock

CfltIe cla of Sourities

Class 257701201

Claa 237701300

USIP Number of Class of Seotnitles

FISMA 0MB Memorandum M-07-16

4Natne adssa suumberofpereoas
authorized to zeceive noliccu cud 0nuiiai5

on behalf ofpsssous filing statement

Novmnb.r7 2011

Date of Event hRe circa Piling of thIs Statement

If tho filing person has previously filed nent on Schedule 130 to report the acquisition which Is the subject of this

Scindulo 13D and is
filing this schedule because of Rule 13d-IbX3 or checktbe kflowing box
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Class CUSW No 257701201 and Class CUSIPNo 257701300

NAME OP REPORX1NO PERSON

5.3 OR.LR. IDENTIFICATION NOS OP REPORTING PERSON

Gregoiy Sheperd

CERC1T1 APPROPRIATE BOX AMEMBEROFA GROUP

11

SECUSE ONLY

SOURCE OF PONDS

PP

CHECK BOX IF DISCLOSURE OP LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO iTEMS 2d OR 2e

CrIZENSBP OR PLACE OP ORGANIZATION

Uiitsd Statee of Acr1ea

SOIB VOTING POWER

NUMBER OP SHARES
BENEFICIALLY OuaA3602900 CIB3971O0
OWNED BY EACh

RRRTDqGERSON SHARED VOTING POWER

0-

SOLBDIEFO$IVS POWER

ClaeA36039 Claus B391100

10 SHARED DJOSITWE POWER

-0-

ii AGGREGATE AMOUNT BBr4EFICLALLY OWNED BY EACa REPORTING PERSON

aus 3602900 Claus 397100

12 CHECK BOX IF ThE AGGREGATE AMOUNT IN ROW II EXCLUDES CERTAIN SHARES

13 PERCENT OF CLASS RBPRBSENTSD BYAMOUNT IN ROW 11

QausAl8.04%

14 TYPE OFREPORTINOPERSON

IN



SCHEDULE 13D

fEM SECUR7Y AND iSSUER

The Schedule ISO flied with the Securitlesand Exchange Ccmiaslon on July 122010 the InlUal 130

by the Filing Person with respect to the Class Shares and Class Shares of Donegal Group Inc

Delaware corporation the Issuer is hereby amended to furnish the addltlonat bdbmwilon set forth

herein cepllabed terms contained herein but not otherwise defined shall have the meanings ascribed

to such terms In the Initial 130

nEM SOURCE AND AMOUNT OF FUNDS OR OThER CONSIDERATION

TEM OF THE INAL 13D IS HEREBY AIisNDED TO ADD THE FOLLOWING

The Fling Person owns 3M02900 Class Shares and 397100 Class Shares purchased for

$51924532 and $8639668 respectively k%ckjdlng commlaslons The source of funding for the

pumhse of these Shares was personal funds

f4 OF ThE tilTiAL 13013 HEREBY AMENDED TO ADD ThE FOLLOWING

On November 2011 the FIling Person submitted the following proposal to be presented and voted

upon at the issuers 2012 Annual Meeting of Shareholders

Resolved that the shareholders of Donegal Group inc DGi hereby request that the Board of Directors

appoint committee of Independent non-management directors who are authorized and directed to

work with Donegal Mutual Insurance Company DMlC to explore strategic alternatives to ma3dmlze

Shareholder value lncludllng consideration of merger of DMIC with another mutual Insurer followed by

the sate or merger of DGI Inatiuct such committee to retain leading Investment banking firm to

advise the connIttee with respect to such strategic alternatives and authorIze the committee arid

Investhert banking IWin to solicit and evaluate offers for the merger of DMIC followed by the sale or

merger of DGt

copy of the proposal and supporting statement are atlached hereto as Exhibit 7.8

The Fifing Person Intends to review his kweslrnent In the issuer on continuing basIs Depending on

various factors including wfthout limitation the issuers firmanctel position results and strategic direction

Page3ofd



price levels of the Class end Class Shams the Issuers response to the actions suggested by the

Fling Person actions taken by management and the Board of Directors of the Issuer other Investment

opportunities avallable to the FlIng Person end capital avatablilty and applicable regulatory and legal

constraints conditions In the securities and capital markets and general economic and industry

condillons the Fling Person may 1mm tIme to lime and at any time hi the Mum take such actions with

respect to his investment in the Issuer as he deems appropriate including but not lImited

communicating with management the Board other stockholders Industry participants and other

htsr.hd or relevant parties Including financing sources and financial advisors about the issuer or

proposing potential or other transaction Involving the Issuer and about various other matters Including

the operations business strategic plans assets and capital structure of the Issuer or one or more of the

other Items described In aubparaaphs a-J of Item of Schedule 13D requesting or proposing one or

more nominees to the Board of Directors of the lesueç purchasing additional securities of the issuer In

the open market or othsrwlse entering into financial instruments or other agreements that increase or

decrease the Filing Parsons economic cpoaure with respect to his hiveshnent In the lssuer andlor

engaging In any hedging or similar transactions with respect to such holdings The Fling Person reserves

the right to change his current plane and Interdlons with respect to any and at matters referred to In Item

of Schedule 13D based on any of the foregoing factors or otherwise or to sell cc distribute some or all of

his respective holdings In the Issuer at any time and from time to time In the open market In private

transactions or otherwise

ITEM INTEREST IN SECURI11ES OF ThE ISSUER

ITEMS 5a AND 5b OF THE INITIAL 13D ARE HEREBY AMENDED AND RESTATED IN THEIR

EN11RETY AS FOLLOWS

As o.the close of business on November 2011 the Filing Person may be deemed to

beneficially own In the aggregate 3602900 Class Shares and 397100 Class Shares

representing apprwdmately 18.04% and 7.12% respectively of the Issuers outstanding Class

Shares and Class Shores based upon the 19976809 Class Shares and 5576775 Class

Shares stated to be outstanding as of October 3112011 by the issuer hi the issuers Form 10-0

filed with the Securities and Exchange Commission on November 2011

The Filln Person has sole voting power and sole dlspositive power with respect to 3602900

Class Shares and 397100 Class Shares The Filing Person has voting power In the

aggregate equal to apprmdmately 9.99%

ITEM 8c OF ThE INITIAL 13D IS HEREBY AMENDED TO ADD THE FOLLOWING

Pago4of6



The following table sets forth all purthases with respect to Class Shhree and Class Shares

etrected during the past sbty 80 days by the Filing Person All such transactions were effected

In the open market and the table Includes commissions paid

dase ofusA
Price Shares Amount

Per

Dath Share Pthased PaM

11/o7/1 13J.8 400 527700

Sale ofClassB

Price Shares Amount

Per

Date Share Sold Received

li/07/il 16.00 360 575620

ITEM MATERIAL TO DE FLED AS EXHIBITS

7.8 Proposal and Supporting Statement

SIGNATURE

Alter reasonable inquhy and to the best of his knowledge and belief the undersigned certifies that

the kilormation set forth In INs statement Is true complete and correct

DATED November 2011

Gregory Shopard

Page5of6



Fithft Index

7.8 Pmpoeal and Supporting Slaternent

Page of



Rxhlldt7.8

Gregosy Slapd

FISMA 0MB Memorandum M-07-16

Novcmbar7 2011

cUflad MailRE
Mr Donald IL NIICOMua

ProaldanndcEO

Donegu1GrovpIn
1195 River Road

Marietta PA 17547-0302

Ms cd SmIth

Donea1 Oroi Inc

1195 River Road

Marietta PA 17547-0302

Ras Shareholder Propoasi and Supporting Statement

Deer Mr Nua mitMs Sm1th

BuoloaSbkr1 idmptingatatwent for Iuolnthonin the proxy Ow the

annual thConipenIo be held In April2032

Piceec Imow it ii soy intent to presant the attached shareholder proposal at the Companys annualthames

.isftcow

November920U mdtcatbgthatl am the bozeficlal owner of 3602900 Cuss shares ani1397l00 Class

shares ofibocossonon ato of the Company AsroqnirodbyRule t4a-I promulgated uuderth

Secuntles Act of19341i have cothmwusly held shares with amaet vabte ofat least $2000 foi longer

thazttheprevloes year and 11 Intend to bold these ehars lbtouxJi th date of the Companys annual

shareholders uzeedng

Sincerely

Gregoq Shepard
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owner of 3602900 Class sbmrc and 397100 Class shares of common stock of the Company iuthmf

the ftdowingpropoeab

Resolved that the lofDoesgeiGrosç1nOr $quettthdth Board of

Dlrectws appoteta lDtbepdeut spin .dlrecton who me suthcsimd mid

dlrestedto woik with DolMutimilimnanc say fDMIC to explore aahernadves to

n.vhn17 be ialdstgkiu of imarner of DMIC whh another anthiaHasixer

thilowed by the sale or merger of DUl C2 mahmith cQ1P5tee to retalfl akediiavesteectbnking

thvito advise the committee with respect to such stratagin alternatives and authorize the onntes mid

invcstm basking thin to solicit and evaluate ori frtha merger of DMIC thliowed by the sale or

merger ofDGl

.Sapporthig Ststemeut

For many years Ihave Invested hi nddicly daubaldierles of mutimi insurance conanIea For

exnmpIr lathe peat owned 20% ufM Ineurauke Group Inc MtGI and was the catalyetwha

provided the oppoxumithr State Aido Matnal Insurance Companys merger with Meridian Mutual

Insurance Company Sllowid by State Auto Mithials purobese ofMtOPs publicly adad shares My
efforts helped to deliver the shares true value to MIUFs publicly traded shareholders with 135%

preinhun over the vluslion of those shares orto State Auto Mutuals puruhase

DCI as public company has sowni advantages 11-.adwftb being mutual company the ability

to raise capital 4miIflxIbflIty tereitrucbue utdthe abilIty to provide incentives to menagoneat

employees and agents 9owover DO has notbeex socceasfiul hi ddliverhig positive rirn r.1ta

shareholders DOls Class awl ClsesB stock prices today ore respectively 33% and 5% lowarthan five

yearn ago

As the owner otipp.i.mly293%aa429% ofiha publicly traded Class and Class shares

believe the Companys shares trade at adlscommt ofincre than 200% to thcfr IhIe value If combined

With another imj.fnamrrer flip3e of an is tljnofvah jncludthe1lsdccwIde4TLTFl State

Auto-Meridian ndreceaily smosmeedliatlonwldc-BndeysvWe transactions As vurnmitssd Investor In

DOI his my thcuaftxlhe Coinjisayto O1haty4 value for Its Investors Baseduponthe aeaald

examples no macnot of rite Inoreasea fortuitous riddance of catastrophic storms or otb operational

improvements inn imIinh Iitht of DOts shares true value as will merger ofDMIC with another

mutuaL Insurer followed by the purchase of Dols public shares

If other shsrehoIs also believe that the vabre of DO Is not reflected In current share prices then the

board and mmn.gmrat of GI hive an obligation to take steps to realize the shares true value The board

nnd mnnaoenimt ofTiOl can best do thu bvtikfue the three steos contained in the aforesaid roaohiticci
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ArroisAT LAW

January 2012

VIA.E.M AND U.S MAIL
iwkauffniiduanemorria.com

Mr John Kauffimn

DUM1E MORRIS LLP

30 South 17th Street

Philadelphia Pennsylvania 19103

Re Donegal Group Inc

Stockholder Proposal submitted by Gregory Shepard

Dear Mr Kanffni

In response to your letter of December 282011 to the Securities and Exchange
Commission please find enclosed revised Shareholder Proposal and Supporting

Statement You will note

The revised Proposal paraflels the proposal that was at issue in First

FrmWfri which you c1mit the SEC found to be tint excludable

In the Revised Proposal references to Donegal Mutual have been deleted

rendering your comments in that regard moot and

In the Supporting Statement references with regard to the Meridian-

State Auto transaction have also been deleted rendering your comments

in that regard moot as well

On behalf of my client Gregory Shepard we ask that you immediately

withdraw the no-action letter request of December 28 2011 and confirm the saxiie to

us in writing no later than the end of the day on Wednesday January 112012 or by

SOOp in Eastern Standard Time You may contact me by telephone at mydirect dial

number of 317 955-7116 or c-i at mnth1aw.cqxn

Sincerely

LLP

Mark
McKic

Enclosure

cc David Pittinaky via e-mail only

pittinskyballardspabr.com

JMM/2988.501 /mcl/rlm/004 10951

RILEY

FOURTH FLOOR 1415 WASHINOTON STREST INDIANAPOLIS INDIANA 46204

4342333ELEPB0NE 317 636-8000 FACSIMILE 317 636-802.7 WEB Sfl RBBLAW.COM



SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

Gregosy Shepard FISMA 0MB Memorandum M-07-1 who individually is the

beneficial owner of 3602900 Class shares and 397100 Class shares of common stock of Donegal

Group Inc DGIor the Company submits the following proposal

RESOLVED That the DGI assembled at the annual meeting in person and by

proxy hateby request that the Borirdof Directors immediately engage the services of an Investmeiu

Banking iirrn to evaluate altatnativesihat could tihance areholdervaluc lncludmgjnztnot lunxtedto

merger or outrIght sale of DOl and the harehb1dess finther request thatthe Board takeall othersteps

necessaiy to actively seek asÆlcormerger of 101 on terms that will maximize share value for

shareholders

Supporting Statemenü

101 has not been successfiul in delivering positive return for its shareholders On December 30

2011101s Class and Class stock prices were respectively 28% and 3% lower than five years

earlier On December29 2006 DGIs Class stock price was $19.59 per share and DGIs Class stock

price was $18.00 per share

As the owner of approximately 130% and 7.1 respectively of the Class and Class shares

of DGI believe the Companys shares trade at substantial discount to their realizable value if combined

with another mutual insurer Examples of such realization of value include the following transactions

Nationwide-ALLIED 74% premium over pro-annoimcement share price State Auto-Meridian 135%

prenihmi over the share price immediately before American Unions tender offer State Auto outbid

American Union and recently announced Nationwide-Narleysvllle 137% premium over share price one

day preceding announcement

The proposed Nationwide Mutual merger with Peamsylvama-donuciled Harleysvrlle Mutual

followed by the purchase of Barleysvllie Groups publicly traded shares has not yet closed Bventually the

termsof the transaction and even the acquirercould change as there were two other cornpetmgbidders

in addition to Nationwide as disclosed in Harleysville Groups Proxy Statement ofDecember23 2011 one

of whom was Liberty Mutual As committed investor in DGI itis my focus for the Company to eithance

value for its investors Based upon the aforesaid examples and especially the most recent example with

Harleysvillo it is my opinion that no amount of rate increases fortuitous avoidance of catastrophic stoum

or other operational improvements can unleash realization of DGIs shares value as will merger or sale

of the Company to another mutual insurer

If other shareholders also believe that the value of DGI is not reflected in current share prices then

the Board of Directors of DO should take steps to realize the shares value The Board of Directors of DCII

can best do this by following the steps contained in the aforesaid resolution guided by the advice of an

independent investment banker and taking advantage of the present market for Insurance company

consolidation
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OIRecr LINE 312.920.3337 CHICAGO IluNois 60606
EMAIL VPETERSON@LATHROPCAGE.COM PHONE 312.920.3300

WWW.LAThRDPGAGE.COM FAX 312.920.3301

January 132012

VIA E-MAIL shareho1deoalssec.gov

Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

lOOFStreetN.E

Washington D.C 20549

Re Donegal Group Inc DGF
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Shepard the Proponent

Ladies and Gentlemen

On behalf of the Proponent we respectfully request that the Staff of the Division of

Corporation Finance the Staff decime to grant the no-action ehef requested by DO in Its

letter to the Staff dated December 28 2011 the 10 Letter and that the Staff instead concur

with the Proponents conclusions that DGI may not properiy omit the Proponents rovised

stockholder proposal and supporting statement attached as Exhibit to this letter the Rcinscd

Proposal from the proxy materials DGI will disiribute in connection with its 2012 annual

meeting of stockholders the 2012 Proxy Materials

In accordance with Section of Staff Legal Bulletin No 14D Nov 2008 SLB
4D the Proponent is emailing this letter and the exhibits to this letter to thc Commission at

shareholderproposalssec.gov Because the Proponent is submitting this request electronically

pursuant to SLB 41 the Proponent is not enclosing the additional six copies Rule 14a-8k

requires Also in accordance with Rule 14a-8k the Proponent is simultaneously c-mailing this

letter and its exhibits to John Kauthuan Of Duane Morris.LLP which is DGPs cOunsel and

will deliver it by overnight deliyery to 101s attention ofo Donald Nikolaus President

Donegal Group Inc 11 River Rad 1arletta PA 17547 as requested in the DGI Letter

These deliveries inform DGI of this letter to the Staff in response to the DGI Letter On behalf

of the Proponent we confirm that the Proponent will promptly forward to DGI any Staff

response to this letter or DGIs no-action request that the Staff transmits to us only

DM3\2042333.l
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On November 2011 the Proponent submitted shareholder proposal and supporting

statement the Original Proposal to DGI On December 152011 David Pittirisky of

Ballard Spabr LLP which is also DGIs counsel sent letter to Mark MolCinzie of Riley

Bennett Eg1off LLP the Proponents counsel and to the Proponent declining to include the

Original Proposal in the 2012 Proxy Materials unless an agreement on its 1anguag could be

reached by December 232011 No such agreement was teacbed in the brief tuneframeoffeted

unilaterally by DGI and Deane Morris sent the DGI Letter to the Staff on December 282011 as

mentioned above

On January 2012 the Proponent sent to Duane Morris and Ballard Spabr stockholder

proposal and supporting statement that is substantially similar to the Revised Proposal The

Revised Proposal eliminates the language that DGI found objectionable The Proponent

requested that DOt withdraw its no-action letter with the SEC DGI has failed to respond to the

Proponents request to withdraw DOts no-action request

This letter responds to the DCII Letter to the Staff and requests the Staff not to grant

DGIs no-action request For the convenience of the Stafi redline comparison of the Revised

Proposal against the Original Proposal is attached as Exhibit to this letter

As DGI admits on page of the DOt Letter in its reonse to request for no-action

letter from First Franklin Corporation available February 222006 the Staff found that

proposal engage thç services of an iihiestment bnkiri firm tO valuate alternatives to enhance

stockholder value and to take all necessary steps to seek actively sale or merger was not

properly excludable For the convenience of the Staff copy of the request by First Franklin

Corporation for no-action letter and the StafFs response arc attached as Exhibit to this letter

Please note that the Revised Proposal has been phrased to match the language utilized in

First Franklin Corporation and that as result all of DOts objections to the Original Proposal

are moot as discussed below In particular the Revised Proposal states

RESOLVED That the shareholders of DOt assembled at the annual meeting in

person and by proxy hereby request that the Board of Directors immediately

engage the services of an Investment Banicing firm to evaluate alternatives that

could enhance shareholder value including but not limited to merger or

outright sale of DOt and the shareholders further request that the Board take all

other steps necessary to actively seek sale or merger of DGI on terms that will

maximize share value for shareholders

The First Franklin proposal stated the following

RESOLVED That the shareholdera of First Franklin assembled at the annual

meeting in person and by proxy hereby request that the Board of Directors

immediately engage the services of an Investment Banking thin to evaluate

alternatives that could enhance shareholder value including but not limited to

merger or outright sale of First Franklin and the shareholders further request that
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the Board take all other steps necessary to actively seek sale or merger of First

Franidin on terms that will maximize share value for shareholders

The only difference between the Revised Proposal and the First Franklin proposal on which it is

based is the name of the company The Revised Proposal just like the proposal to First

Franklin requests
the Board of Directors to consider merger or sale of DGI wbicb is

proposal that relates to an extraordinary transaction and that therefore may not properly be

excluded by DOl from its 2012 Proxy Materials on the basis of Rule 14a-8iX7 which permits

excluding proposals relating to ordinary business operations

The DGI Letter also argues that the Original Proposal maybe excluded on the basis of

Rule 14a-8iX6 because DOl lacks the power or authority to implement the proposal to the

extent that it relates to Donegal Mutual Insurance Company DMIC which the DGI Letter

asserts DGI does not control Whatever the merits of this objection with respect to the Original

Proposal however it does not apply to the Revised Proposal which omitsall references to

DMIC

Similarly the DGI Letters objections to the Original Proposal on the basis of Rule l4a-

Xi3 do not apply to the Revised Proposal DGI alleges that the Original Proposal may be

excluded on the grounds that it violates the proxy rules and in particular Rule 14a-9 The

Revised Proposal does not include any of the statements in the Original Proposal to which DOt

objected All of the statements in the Supporting Statement accompanying the Revised Proposal

are fact-based or are otherwise fair commentary of the Proponent

For the reasons stated above DGI has failed to satisfy its burden of showing that the

Revised Proposal may be excluded from the 2012 Proxy Materials Accordingly the Proponent

respectfully requests that the Staff decline to grant DOts no-action request

If we can be of further assistance in this matter please contact me by telephone at 312
920-3337 or by e-mail at peterson1athropgae corn

Sincerely

LATHROP GAGE LLP

Victor Peterson

Cc Gregory Shepard

Mark McKinzie Riley Bennett Egloff LLP

John Kauffman Duane Morris LLP via Federal Express

David Pittinsky Ballard Spabr LLP via Federal Express

Donald Nikolaus Donegal Group Inc via Federal Express



Exhibit

SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposak

GregoryM.Shepard FISMA 0MB Memorandum M-07-16 wiioindividuallyisthebeneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Donegal Group Inc

CDGF or the Company submits the following proposal

RESOLVED That the shareholders of DGI assembled at the mIm1 meeting in person and by proxy

hereby request that the Board of Directors immediately engage the services of an Investment Banking firm

to evaluate altstnatives that could enhance shareholder value including but not limited to merger or

outright sale ofDOl and the shareheldass further request that the Board tab afl other steps necessary to

actively seek sale or merger of DOT on terms that wifl inimie share value for shareholders

Supporting Statement

DO has not been successful in delivering positive return for its shareholders On December 30 2011

101s Class Aind Class stock prices were rcspective1y 28% and 3% lower than five years earlier On
Dccember 292006 DGFs Class stockprioe was $19.59 per share and DGIa Class stockpxicc was

$18.00 per Share

As the owner of approximately 18.0% and 7.1% respectively of the Class and Class shares of

DO Ibelieve the Companys shares trade at substantial discount to their realizable value if combined

with another mutual insurer Examples of such realization of value include the following transactions

Nationwide-liT TWD 74% premium over pre-announcement share price State Auto-Meridian 135%

premium over the share price immediately before American Uniona tender offer State Auto outbid

American Union and recently announced Nalionwide-HaTleysvifle 137% premium over share price five

days preceding annowicement

The proposed Nationwide Mutual merger with Pennsylvania-domiciled Haricyaville Mutual followed by

the purchase of Harleysvlllc Groups publicly traded shares baa notyetcloscd Eventuafly the Imea of the

transaction and even the acquirer could change as there were two other competing bidders in addition

to Nationwide as disclosed in Rarleysville Groups Proxy Statement of December 23 2011 one of whom

was Ubcrty Mutual As committed investor in DOT it is my focus for the Company to enhance value for

its investors Based upon the aforesaid examples an especiafly the most recent example with Harlcysville

it is my opinion that no amount of rate increases fortuitous avoidance of catastrophic storms or other

operational improvements can unleash realization of DGIs shares value as will merger ox sale of the

Company to another mutual insurer

If other shareholders also believe that the value of DO is not reflected in current share prices then the

Board of Directors of DO should take steps to realize tim shares value The Board of Directors of DO can

best do this by following the steps contained in the aforesaid resolution guided by the advice of an

independent investment banker and taking advantage of the present market for insurance company

consolidation
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SHAREHOLDER PROPOSAL MD SUPPORTING STATEMENT

Shareholder Proposal

GrcgoiyM Shepard FISMA 0MB Memorandum M-07-16 who individualiyis thebeneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Donesal 0mm Inc

DOT or the Corn Comnaa submits the foflowing proposal

logehed he Danege1 M....Icarprqueettheard.g.f
ueaors appesas eosuauHee ef sad .nent atm reasagemeat disasters who are authosared sad

directed to werk with Donegal Mutual Insurunoe Company CDMIC to explore strategic alternatives-tomeshareholder vahss insludenge atica oiamsrger eIDMIC wsth another mutual insurer

lbllowed by the sale or merger ofDOI metnzet sueh.aónumtee to ratiun s1eadiflgurafflmcat bankaug

finn to advise the oomsaittoe wdkreopeot to ta-ategio altorna mid authobneths oomrnatsa and

investment banking firm to olicit and evaluate-offeni for the merger of DMIC followed by the cale or

inerg of Dcii

herebsxeaue.qr that the Bnerii nfDnuc minmbatelveneaca the aervicat of aninvettoiØnt Banhin Thin

hi-tti tP tVLI.lt-tFI -t r11irykr n- Ilrnhrif.J

otriht sale of DGL and the slmrtholdas further resnest that the Board take all other itma nec-
r1T .___ ___IIHVIY5L 1U UI LJJIUUICIUUL WIIfl

Supporting Statement

For many years havemvesteduz pubholyiracted subMdlarleeofmutual insurance nompnnice -Per

atample the pesti owned 201t ofUeathsst Tusuranee Group In MIGT end us the ealelyst who

provided the opportinuity for Stoteuto Mutual lanuranee Conianys merger with Meridian Mutual

Imuininee Coiopsay llowed by State Auto Mutual pwahase of Mfl3Pe publiely tiaded shares My
ffirts helped to dehverthe ebaro tree value to MIGVa pubbelyadatt chareholdesa th l35%

premium over tho reluation of those shares prior to State Auto Mutuals purehase

DGI mc publio company has several advantagee ocunpored with being mutual company the ability

to raise capuisi adihuional ftexlblbty-to reebusituro an4 the abthtyte provide 4noentuueeto management

employees arid ngenin Howevor DGI has not been successful in delivering positive return for its

sharebolderL On December 30.2011 .DCJIa Class and Class stock prices today arc respective1y

and lower then Jive years ego On December29 2006 101s Class stock nricc was

fl9.59 yes- share and Dciis Class stock urine was SIL 00 oar share.i

As the owner of approximately 2%and 289 7.1% i.uectivelv of the publicly traded Class

and Class sharesjiffl believe the Companys shares trade at substantial discount of more-than

200% to their realizable value if combined with another mutual insurer Examples of such realization of

value include the folio wins trmeaodonsNationwide-AT .1 .TPfl 74% eremium over ure-anncmncement

share State Auto-Meridian 135% ncssnium over the share twice in-tmediatclv before American

Unions tender offer State Auto outbid American Union and recently announced Nationwide

Harleysville transactions As committed investor in DGI it is my focus for the Company to enhance

value for its investors Based upon the aforesaid examples no amount ofrate inoceases fortuitous

avoidance of catastrophic storms or other operational improvements-eon unleash realization of DGIs

shares true value as 1l merger of DMIC with another mutual insurer followed by the purchase of

DCIs publio sharooJl37% uremium over share irice five days nrecerlinp anouncenlel

.ThŁomnosed NtioflideMnt fljffle Mutual fôilowe4bv

tkrcham ofa levsvutle qm sqaladed iierraiies clo
nsactitlfl and even the ac rcfcuenae at1e wem 21 other comn4ma bkblexs in addition

t4aqpnwrdene diaclased in flArIetnvilleGanmsPmxv ttement of fle1snuber 23 2Jlll one of whom
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inver in DGL it is my focus for theComnanv to enhance value

its investors Bawd tmonthe or idemnsol islivitheniest recent examelewithaiievsvifleL

that isnnntcifrata iesaas.rthimua avthdaeceof cataAbm bin atcsmLcr atl
onoritionil hnnrovcments an nleash re2lisathpdflGIS shares value as will noern.sle of the

Comrianv to anothes mutual insurer

if other shareholders also believe that the vahie of DOl is not reflected In current share prices then the

board end mansgcsnas Board of DkciofDGi have on obligation to should take .tcpa to realize the

shares ueva1ue The boefil can best do this bytahing

fnllowhi the three-steps contained in the aftresaid resolution guided by the dvice ofsniud4endent

investment banker and pa sdvantare of the resentmsrket far innnance comnsnv carolidatiön
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Division of Corporation Finance aarv
ALLIANCE WTrH

Office of Chief Counsel
MIRANDA EStAVILW

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DCI
Securities Exchange Act of 1934 Rule 14a-8

Omission of Stockholder Proposal the Original Proposal

Submitted by Gregoxy Shepard the Proponent

Original No-Action Letter Request Dated December 282011 the Original Request

Ladies and Gentlemen

On December 282011 we filed the Original Request with the staff of the Division of

Corporation Finance the Staff of the Securities and Exchange Commission the

Commission on behalf of DCI The Original Request sought and by this letter continues

to seek Staff concurrence that DGI may exclude the Original Proposal for the reasons set

forth in the Original Request

We ifie this supplemental no-action request under Commission Rule 14a-8j in

response to three letters DCI has received all of which have been submitted on behalf of the

Proponent The letters are as follows

letter from the Proponent dated November 2011 that DCI received on

November 14 2011 the First Letter The First Letter included the Original

Proposal We attach copy of the First Letter as Appendix to our letter

DUANE MORRIS LLP

30 SouTh 17 STREET PHILADELPHIA PA 19103-4196 PHONE 215.979.1000 FAX 215.979.1020
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letter from Mark McKinzie Mr McKinzie dated January 2012 that DGI

received on January 92012 the Second Lettef The Second Letter contained

revised and substantially different stockholder proposal the Second

Proposal We attach copy of the Second Letter as Appendix to our letter

letter from Victor Peterson Mr Peterson dated January 13 2012 that DCI

received on January 162012 the Third Letter The Third Letter included

stockholder proposal identical to the Second Proposal the Third Proposal

and together with the Second Proposal the Revised Proposals We attach

copy of the Third Letter as Appendix to our letter

It appears that the Proponent has not complied with Staff Legal Bulletin No.14 July

132001 SLB No 14 SLB No.14 requires that proponent furnish all correspondence

relating to no-action request to the Staff There is no information available to us that

indicates the PrOponent did so with respect to the Second Letter

SLB No.14 further provides that company such as DCI has no obligation to

acknowledge or accept the Revised Proposals By this letter on DGIs behalf we advise the

Staff that DCI neither accepts nor acknowledges the Revised Proposals

We further note that even if the Proponent had timely filed the Revised Proposals the

Revised Proposals do not adequately cure the deficiencies DGI asserted in the Original

Request

Accordingly we request on behalf of DCI that the Staff continue its review of the

Original Request and grant DCI no-action relief to exclude the Original Proposal from DGIs

2012 annual proxy materials

We further request that the Staff grant no-action relief to DCI and concur with DGIs

condusions that DCI may as provided in SLB No 14 properly omit the Revised Proposals

and their respective supporting statements from the proxy materials DCI will distribute in

connection with its 2012 annual meeting of stockholders for the following reasons

Rule 14a-8e2 permits the exclusion of the Revised Proposals because the

Proponent submitted the Revised Proposals after the deadline for submitting

stockholder proposals and

Rule 14a-8c permits the exclusion of the Revised Proposals because the

Revised Proposals constitute second proposal and third proposal in
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violation of the rule that stocitholder may submit only one proposal in

connection with particular stockholder meeting

In accordance with Section of Staff Legal Bulletin No 14D November 2008 on

behalf of DGI we are emailing this letter and the exhibits to this letter to the Commission at

shareholderproposals@sec.gov Because we are submitting this request electronically we are

not enclosing the additional six copies Rule 14a-8j requires We are also sending copies of

this letter and the exhibits to Mr McKinzie and Mr Peterson via e-mail and to the Proponent

by overnight delivery On behalf of DCL we confirm that DGI will promptly forward to the

Proponent any Staff response to the Original Request and to this no-action request that the

Staff transmits only to us

DGI mayomit the Revised Proposals because the Proponent did not timely submit the Revised

Proposals under Rule 14a-8e.

The Proponent submitted the Second Proposal to DGIs counsel on January 2012 and

the Proponent submitted the Third Proposal on January 13 2012 Under Rule 14a-8e the

latest date by which DCI stockholder could have submitted stockholder proposal for

inclusion in DGIs 2012 annual proxy materials was November 21 2011 as DCI stated in its

definitive proxy materials in connection with DGIs 2011 annual meeting of stockholders

Therefore DCI may properlyexclude the Revised Proposals from DGIs 2012 annual proxy

materials because they are not timely under Rule 14a-8e See Avalon Holdings Corporation

available January 23 2003 in which the Staff granted no-action relief under Rule 14a-8e2
because the company received revised proposal after the deadline for submitting

stockholder proposals See also International Business Machines Corporation available

February 22005 in which the Staff granted no-action relief under Rule 14a-8e2 because

the company received revised proposal after the deadline for submitting stockholder

proposals

IL DCI may omit the Revised Proposals because the Revised Proposals exceed the one annual

stockholder proposal limitation under Rule 14a-8c

The Proponent submitted the original Proposal on November 14 2011 the Original

Proposal is the subject of the Original Request The Proponent has not expressly withdrawn

the Original Proposal but in our opinion the Proponent no longer evidences any interest in

pursuing the Original Proposal because the Proponent has submitted the Revised Proposals

together with their respective supporting statements The Revised Proposals and their

respective supporting statements each differ materially from the Original Proposal and its

supporting statement Under Rule 14a-8c each shareholder may submit no more than
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proposal to company for particular shareholders meeting emphasis supplied The

Revised Proposals differ materially from the Original Proposal and therefore constitute the

submission by the same stockholder of more than one proposal with respect to particular

annual meeting of stockholders

Based upon the foregoing analysis DGI may properly exclude the Revised Proposals

from DGIs 2012 proxy materials pursuant to Rule 14a-8e2 and Rule 14a-8c

If you have any questions or require additional information please contact me by

telephone at 215 979-1227 or by e-mail at jwkauffman@duanemorris.com

Sincerely

KauT
cc Donald Nikolaus

Frederick Dreher Esq

Gregory Shepard

Mark McKinzie Esq

Victor Peterson Esq
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OegyLShepard

FISMA 0MB Memorandum M-07-1

Novecibesl20l1

edMail

Ivfr Deasid aNIJwha
Prcsldastsadcmo

Dcecga1Greapbi
ll95BivarRoad

Mmita PA 17547-0302

Ms.ShariO.Smith

Cosposete Suh/
DocogaIOnqn
ll9SRlverRoad

Marite PA 17547-0302

Re Shareholder Proposal sad Sapporthig Stateiseat

Enclosed is asbarehol proposal ad oft ngahItftvt thr hv1n1n1 in the proxy frmIt forthe

exmua1steholders meiag ofDoaegal Group Inc the Ccropa tobe hold In April2012

Please bow ftis ny prseeut the dshareholdei proposal at the ampuiys annual

Enclosed is copy of Sehedule l3Dtc be filed with the Securities and 1dimiga Onnthirii on

November 92011 iwtlngthetI am the beneficial owner of 36r2900 Class shares and 397100 Class

shares of the mnnm sto oftheCowpany AsreqthrcdbyEnle 14a-8 pronmlged under the

SesAatof1934 11 have conthnionsly held shares with vahas of at least $2000 for kasgcr

than the previous year and Ii lntsedto hold these shares through the date of the Cuwpuys annual

sharthclm

Greg Shapssd



SKAREHOLDER PROPOSAL AND SIJPPORTING STATEMENT

SbarebderProposah

Gregcsy Shepard FISMA 0MB Memorandum M-07-1 who Individually Is the beneficial

owner of 3602900 Class shares and 397100 Class shares of common etook of the Company submits

the following propoab

Resolved tt the tholders ofDcmegal Group Inc 1Gl hereby inquest that the Board of

Directors appoint wuwiifrC of indpendest non- gm1t dfrectm Who are authorized and

direidudto work with Donegal Mutual bimuance Cmi1u MIC to explore strategic alternatives to

m.bnine mkvakw Ini Mgcoiwlderation of merger of DMIC with aÆomnntlasarer

fullowedbylbe ale oru ofDGI uct auth Ofl.mnf5 to retain bibg inveutramit banking

firmto advise the ccsumiUeewthrespectto auth strategic altenartivee and dborire the ci1iu mad

investnuntbenldngthmto solicit and evaluate os for the merger of IvflC followed by the umber

merger of DOL

Supporting Statmmiet

Fcr many years have invested Inpablicly haled idlaries of niitha1 barurance Per

cnanp in lbs past Owned 20% of MrW Iworance haup Inc MIGimid was the cOtalyst who

provided the qipIiI.lILulLy ftr8 Auto Mutual Inorance Conipsnys merwith MerIdho Mutual

Insurance Company followed by State Auto MuwaPa purchase ofMlGFs publicly traded shares My
erts helped to delivarthe shares true value to MIGIs publicly traded shareholders witha 135%

bii ofthcse shares priorto St Auto Mutuals purchase

Dol as public cay has several advantages compared with being
nthi cj the ability

to raise capitab Mfrm1flmdbilitytoreetructzue and the
ability

to provide Iscarlives to immont
employees and agent. However DOl has act been successful in delivering positive return fur ha

slmrsbolder5 DGr Class and Class stoak prices today em respectiveLy 33% and 5% lower than five

years

As owner of apprwdinately 29.5% and 2L9% ofihe publicly traded Class and Class shares

believe lbs Companys shares trade at discount ofrnore than 200% to their realizable value if combined

with another mutual insurer Thramples of auth telhaion of value include the NatioirwIde.AlLFfl State

Auto-Meridian and recently anncunoedNatlcnwlde-E leysvWefrauwicna As committed investor In

DG1 it is my focus for the Compauyto pthmi value its investors Based upon the aforesaid

examples no amount of rate ineresses fortuitoonavoldance of catastrophic storms or other operational

lmpmvóznerita can imfr1i r.1fvtinn ofDGFs shares true value as will merger of DMIC with another

mufrail Insurer followedby the purchase ofDors public shares

If other aharthols also believe that the vahm otbOl is not reflected In wujt share prices then the

bod and maiageumot ofDGibave an ob1licn to take steps to realize the shares true value The board

andinmgiiwtofDGI can bestthIs by taking the ee steps ocadained lathe aforesaid resohitico

guided by the advice of an Independent invcstuacnt bunker



SECURITIES AND CCEANOB COSSION
WASHIMGTON D.C 20459

SCHEDULE 13D

Undtha SOcWI11s gnMt of 1934

AmeudmeatNo.3

DONEGAL GROUP INC

NmnoofIsm

clam st Coauiio Stock

class Coemon Stock

Cfltle of Class of ScÆnitles

Class 257101201

ClimB257101300

cUSU Nunther of Class of Securides

Gregozy Shepard

FISMA 0MB Memorandum M-07-16

Qissw address .idtelqthesas nesnberofpesscas

authdto receive no6ces and m.kMit
on talfofpemcuis filing atutlnlE

November 2011

Date fEveatwhldiRcqufrcs Filing of this Statt

If the filing pemon has previowly filed stnr Schedule 130 In repcnt the acquisition which Is the subject of this

Schedule 13D and ii filing this schedule because of Rule 13d-IbX3 check the thllowlzig box

Page of
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Class CUSIPNo 257701201 and Class CUSIP No.257701300

NAME OP REPORTING PERSON
5.8 oRLR.a WENTIFICATIONNO OP REPORTING PERSON

Crcgaq Sbepsrd

CHECK IHEAPPROPRIA1S BOX IF MEMBER OF GROUP

SECUSE ONLY

SOURCE OFFUNDS

CHECK BOX IF DISCLOSURE OF LEGAL PP.DCEEDINOS IS REQUIRED PURSUANF iTEMS 2d OR2e
x3

CITIZENSHIP OR PLACE OF ORGANIZATION

U.Ited STh of Awlca

SOLE VOTING POWER
NtThBER OP SHARES
BENBPICIAILY sA3629Q0 CI 397100

OWNED BY EACH
RBPORTINGPERSON SHARED VOTING POWER
wrr

SOLBDISPOSITIVE POWER

CA36G2900CIaasB397100

10 SHARED DISPOSITIVB POWER

-0-

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

ClassA3602900 ClesiB397I00

12 CHECK BOX IF ThE AGGREGATE AMOUNT IN ROW 11 EXCLUDES CERTAIN SHARES

i3 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 11

CIi 104% Cliii 7.12%

14 TYPE OF RBPOBZNG PERSON

IN



SCHEDULE 13D

ITEM SECURTY AND ISSUER

The Schedule 130 filed with the Securitiesand Exchange Commission on July 12 2010 the lnhtleI 13D
by the Filing Person with respect to the Class Shares and Class Shares of Donogal Grot Inc

Delaware Æorpcration the Issuer Is hereby amended to furnish the additional iriformcdkn set forth

herein capitalized terms contained herein but not otheswlse defined shall have the meanings ascribed

to such terms Intha InItial 130

ITEM SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION

ITEM OF ThE IMTIAL 13015 HEREBY AMENDED TO ADD THE FOLLOWING

The Flog Person owns 3602900 Class Shares and 397100 Class Shares purchased for

$51924532 and $8639688 respectively Incinding commissions The source of funding the

purchase of these Shares was personal funds

ITEM OF THE INITIAL 130 IS HEREBY AMENDED TO ADD ThE FOLLOWING

On November 2011 the FlUng Person submitted the foNowing proposal to be presented and voted

upon at the Issuers 2012 Annual Meeting of Shareholders

Resolved that the shareholders of Donegal Group inc DGr hereby request that the Board of Directors

appoirt committee of independent nan-management directors who are authorized and directed to

work with Donegal Mutual Insurance Company OMIC to explore strategic alternatives to maximize

shareholder value including consideration of merger of DMIC with another mutual insurer followed by

the sale or merger of DGI instruct such committee to retain leading Investment banking 1km

advise the committee with respect to such strategic alternatives and authorize the committee and

investment banldng firm to soilcit and evaluate offers for the merger of DMIC followed by the sale or

mergerof DGL

copy of the proposal and supporting statement are attached hereto as ExhibIt 7.8

The Filing Person intends to review his Investment In the Issuer on continuing basis Depending on

various factors including without limitation the Issuers financial position results and strategic direction

Pags3of6



price levels of the Class and Class Shares the Issuers response to the actions sugge$ed by the

Fling Persori actions taken by management and the Board of Directors of the Issuer other Investment

opportunities avallable to the Fling Person and apital avaliability and applicable regulatory and legal

constraints cxnditlons In the Æecurltles and capital markets end general economic and Industry

conditions the Fling Person may from time to lime and at any time in the future take such actions with

respect to his investment in the Issuer as he deems appropriate kickiding but not limited to

conummlcatlng with rrmnegerrient the Board other stocktdders Industry participants and other

interested or relevant parties Inchiding financing sources and financial advisors about the issuer or

proposing pcentl$ or other transaction Involving the Issuer and about various other matters Including

the operations business strategic plans assets and capital structure of the Issuer or one or more of the

other Items described In subparagraphs a-J of Item of Schedule 13D requesting or proposing one or

more nominees to the Board of Directors of the Issuer purchasing additional securities of the Issuer in

the open market or otherwise entering Into financial instruments or other agreements that increase or

decrease the Fling Persons economic cposure with respect to his Investment in the tesusr andor

engaging In any hedging or sitniar transactions with respect to such holdings The Filing Person reserves

the right to change hIs current plans and Intentions with respect to any and cli matters referred to In Item

of Schedule 130 based on anycftheforegoingfactors orotherwisoortoseli or distributesomeoral of

his respective holdings In the Issuer at any time and from time to tims In the open marlcet In private

transactions or otherwise

ItEM INTEREST IN SECURITIES OF ThE ISSUER

ITEMS 5a AND OF TIE lNflAL 130 ARE HEREBY AMENDED AND RESTATED IN THEIR

EPifiRE1YAS FOLLON

As at the close of business an November 2011 the Filing Person may be deemed to

beneficially own In the aggregate 360Z900 Class Shares and 397100 Class Shaes

representing approximately 18.04% and 7.12% respectively of the Issuers outstanding Class

Shares and Class Shares based upon the 19975.609 Class Shares and 5878775 Class

Shares stated to be outstanding as of October 31 2011 by the Issuer In the Issuers Form 10-Q

flied with the Securities and Exchange Commission on November 2011

The FlIlnó Person has sole voting power and sole dlsposilve power with respect to 3602900

Class Shares and 397100 Class Shares The Filing Person has voting power In the

aggregate equal to approdmateIy 9.99%

ITEM 5c OF ThE lifflAL 131 IS HEREBY AMENDED TO ADD ThE FOLLOWiNG

Page4of6



The blowing table sets forth all purchases with respect to Cisse Shares and Class Shares

effected during the past sixty 80 days by the Filing Person All such transactions were effected

in the open market and the table Includes commissions paid

PIi.dbu lofOassA

Prke Shares Amount

Per

Date Share Perchased PaM

11/07/li 13.18 400 5277.00

Sate oCIassB
Prlc Shares Amount

Per

Date Share SaM Receteed

11/07/11 16.00 360 5756.20

ITEM MATElALTO BE FILED AS EXHIBITS

7.8 Pruposal and Supporting Statement

StONATURE

After reasonable Inquiry and to the best of his knowledge and bellet the undersigned certifies that

the Information set forth In this statement is true complete and correct

DATED November 2011

GregoryM.Shepard
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ExhlbIt7.S

OregoyM.Shepard

FISMA 0MB Memorandum M-07-16

Novembar72011

cmmid Mfl

RatuiReeI$eqnested

Mr Domald Nikolaus

Pr.aldsszt mid CEO

Desiegal OrmInc

1195 River Road

Mariatta PA 17547-0302

MLSeariO.Smlth

CesperataSeoretay

Dones1Orob
1195 River Road

Marietta PA 17547-0302

Re SharehokierPropsial aid Supporting Stateeseat

Deer Mr NoIaes aid Ms Smlth

Enclosed Is abarsholder proposal aid eçport1ng utRtiinnt for inclusion in the proxy statement for the

m1 arehcders meeting of Donegal Group inn the Ccanpeny to be held In April2012

Please know it Is my intetto pasentthe thIchd abarsholder proposal at the Companys annual

sharaboldem meag

Enclosed is copy of Sthedule 13D tobe filed with the Securities and Thmhnnge Commission on

November 92011 indicatIng that am the bàmoficial owner of 3602900 Class shares and 397100 Class

shares of the common etock of the Company As required by Rule 14a-8 promulgated under the

Securities Act of 193411 have ccnthmously bold shares with amadmt value of at least $2000 for longer

than the prevIous year and il intend to bold these shares thuuh the date of the Cuyeannual

shareholders meeting

Sincerely

Gregory Shaperd



SHAREHOLDER PROPOSAL AND STJPPORTING STATEMENT

FISMA 0MB Memorandum M-07-16 vheiudMieflyfsdbmoflcIal
owner of 3602900 Chas shares and 397100 Class abaree of common stock of the Conçeny subreha

thflowingprcpoaal

Resolved that the shareholders of Docegil Group 1nc 101 hereby request Ibat the Brand of

Diectors appoint Cirimlftee ofindependeat nco-snanagmuentdixactoca who arc.a horized and

dbuctcdto work with Domegal Mutual bisoresce Qanpuny DMIC5 to explore rategIo alternatives to

fl1Tm .hartho1 value1 bichiding ccmsldcrathaz of amerger of DMIC with anoth mutual imer
thilowod by the asia or ofDGl insxuct such co.muteeto ratalnaleadhig investment banking

firm to advise the Ciuwitlsa with respectto such sraLeJ1 alternatives hal authorize the cinmi arid

bwcatmort 1.ikhig finn to solicit and avahe ora flw the merger of DMIC thllowedby the sale or

ofDGL

.SnpporfingStatenwut

For many years have invested is publicly traded subsidiaries of nth1 insuranos ccanpauies For

example In the pusti owned 20% ofMeddlmiinsursnce Group InŁi MIQI and was the catalyst who

provided the opertw2ity for State Auto MnInaruance Couanys merger with Meridian Mutual

Insurance Company thlIoodby State Auto Mutuals purchase ofMIGFs publicly traded shares My
efforts he%iedto doliverthe shames true value to flGls publicly traded shareholders with 135%

othe valuathin ofthose shares piorto State Auto Mutuals purchase

D01 as public company has several advantages cnuiy.zd with being amnIl ooinpany the ability

to raise capital additional flwdbllily to ieaUnutrnu asdth ability to provide inianzllves to management

arnployeeh malegarnts Howcvcr DGI has notbean succesuthi In delivering positive return thr Its

sbieeholders DOls Class and Class stockpriceatrxky are rcapcctivcly33% and 5% lower than five

As din owner otapixoxiuiatcty29.5% and 29% of Ike publicly traded Class and Clasa shares

believe the Conçanye shares trade at rnt of mere than 200% to their realiuble value if combined

with another uaL insurer RTmIiples of such zealimlkjn ufvpIue Include the Natlonwlda-ATLIm State

Auto-Meridian and recestly annowamdNstiorzwideBarlaysvilie 1ranscttons As ac tfd investor in

101 It is my thcus for the Company to enhance value thr its lava_stirs Based upon the aforesaid

examples no amorat of rate increases fortuitous avoidauco of catastrophic storms or other operational

mvemcnta can unleash realization of 101s shams true value as will merger of DMIC with another

mutual insurer flmllcwedby the purchase of 101s public shares

If other shareholders also believe that the value of DGI is not reflected in cwit share prices then the

boa_rd and wgirn4 of 101 bare an oblgtlon to take steps to realize the shares tine value The board

mid wniutofDGI can best do this by taking the finns steps contained lathe ubmsaidrcholufiomi

guided by the advice of an hxandent investment banker



APPENDiX

RILEY BENNETT
EGL0FF LLP

MAR.x McKmzIE
DircctFu 317 955-7156

E-mail od2wnm
Auoias AT LAW

Advke aiadAdvocacy

January 92012

VIA E-MAIL AND U.S MAIL
iwkauffmanduanemorris.
Mr John Kanffmmi

DUANE MORRIS ILP

30 South 17th.Slieet

Philsdelphia Pennsylvania 19103

Re Donegal Group Inc

Stockholder Proposal submitted by Gregory Shepard

Dear Mr Kauffmr

In response to your letter of December 28 2011 to the Securities and Exchange
Commission please find enclosed revised Shareholder Proposal and Supporting
Statement You will note

The revised Proposal parallels the proposal that was at issue in First

Franklin which you idmit the SEC fonnif to be not excludable

In the Revised Proposal references to Donegal Mutual have been deleted

rendering your comments in that regard moot and

In the Supporting Statement references with regard to the Meridian-

State Auto transaction have also been deleted rendering your comments

in that regard moot as weli

On behalf of my client Gregory Shepard we ask that you immediately

withdraw the no-action letter request of December 28 2011 and confirm the same to

us in writing no later than the end of the day on Wednesday January 112012 or by

500 p.m Eastern Standard Time You may contact me by telephone at my direct dial

number of 17 955-7116 or by e-mail at mmddn ieCrbe1aw corn

Sincerely

Enclosure

cc David Pittinsky via e-mail only

pittinskybaflardspabr.com
JMM/2988.501 /mcl/rlm/004 10951

RILEY EGLOFF LLP

Mark McKinzie

FOURTH FLOOR 141 WASHINGTON STREET INDIANAPOLIS INDIANA 46204

LEPHONB 317636-8000 FACSIMILB 317636-8027 WEBSifE RBBLAW.COM



SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

Gregory Shepard FISMA 0MB Memorandum M-07-1 who individually is the

beneficial owner of 3602900 Class shares and 397100 Class shares of common stock of Donegal

Group Inc ixiror the Company submits the following proposal

RESOLVED That the shareholders of 361 assembled at the annual meeting in person and by

proxy hereby request that the Board of Directors immediately engage the services of an Investment

Banking firm to evaluate alternatives that could enhance shareholder value including but not limited to

merger or outright sale of DOT and the shareholders further request that the Board take all other steps

necessary to actively seek sale or merger of 301 on terms that will maximize share value for

shareholders

Supporting Statesnenü

DO has not been successful in delivering positive return for its shareholders On December 30
2011 DGrs Class and Class stock prices were respectively 28% and 3%lower than five years

earli On December29 2006101s Class stock price was $19.59 per share and DGrs Class stock

pncewas$18.O0pershare

As the owner of approximately 18.0% and 7.1 respectively of the Class and Class shares

of DO believe the Companys shares trade at substantial discount to their realizable value if combined

with another mutual insurer Examples of such realization of value include the following transactions

Nationwide-ALLIED 74% premium over pre-announcesnent share price State Auto-Meridian 135%
premium over the share price immediately before American Unions tender offer State Auto outbid

American Union and recently announced Naticnwide-Harleysvllle 137% premium over share price one

day preceding announcement

The proposed Nationwide Mutual merger with Pennsylvania-domiciled Harleysville Mutual

followed by the purchase of Harleysvilie Groups publicly traded shares has not yet closed Eventually the

terms of the transaction and even the acquirer could change as there were two other competing bidders

in addition to Nationwide as disclosed in Harleysville Groups Proxy Statement of December 232011 one

of whom was Liberty Mutual As commitled investor in DO it ii my focus for the Company to enhance

value for its investors Based upon the aforesaid examples and especially the most recent example with

Harleysville it is my opinion that no amount of rate increases fortuitous avoidance of catastrophic storms

or other operational improvements can unleash realization of DGFs shares value as will merger or sale

of the Company to another mutual insurer

If other shareholders also believe that the value of DO is not reflected in current share prices then

the Board of Directors of DO should take steps to realize the shares value The Bàard of Directors of DGI

can best do this by following the steps contained in the aforesaid resolution guided by the adviceof an

independent investment banker and taking advantage of the present market for insurance company

consolidation



APPENDIX

LATE1ROP GAG1

VIc PETERSON 100 RiVERSIDE PI.AZA Surrs 2100
Drnfcr LINE 312.920.3337 CHICAGO liuriols 60606
EMAIL VPgsoNL.lcniRopGcE.cOM PHONE 312.920.3300
WWW.LAThROPGAca.COM FAx 312.920.3301

January 132012

VIA E-MAIL shareho1derproDosalssec.gov

Securities and Exchange Commission

tivision of Corporation Finance

Office of Chief Counsel

lOOFStreetN.E

Washington D.c 20549

Donegal Group Inc DGF
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Shepard the Proponent

Ladies and Gentlemen

On behalf of the Proponent we respectfully request that the Staff of the Division of

Corporation Finance the Staff decline to grant the no-action relief requested by DGI in its

letter to the Staff dated December 282011 the DGI Letter and that the Staff instead concur

with the Proponents conclusions that DGI may not properly omit the Proponents revised

stockholder proposal and supporting statement attached as Exhibit to this letter the Revised

Proposal from the proxy materials DGI will distribute in connection with its 2012 annual

meeting of stockholders the 2012 Proxy Materials

In accordance with Section of Staff Legal Bulletin No 14D Nov 2008SLB
14D the Proponent is emailing this letter and the exhibits to this letter to the Commission at

shareholdeworosajssec.gov Because the Proponent is submitting this
request electronically

pursuan.t to SLB 14Dthe Proponent is not enclosing the additional six copies Rule 14a-8k

requires Also in accordance with Rule 14a-8k the Proponent is simultaneously c-mailing this

letter and its exhibits to John Kauffman of Duane Morris LLP which is DGIs counsel and

will deliver it by overnight delivery to DGIs attention do Donald Nikolaus President

Donegal Group Inc 1195 River Road Marietta PA 17547 as requested in the DGI Letter

These deliveries inform DGI of this letter to the Staff in response to the DGI Letter On behalf

of the Proponent we confirm that the Proponent will promptly forward to DGI any Staff

response to this letter or DGIs no-action request that the Staff transmits to us only

DM3\2042333.1



Securities and Exchange Commission
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January 132012

On November 2011 the Proponent submitted shareholder proposal and supporting

statement the Original Proposal to DGL On December 152011 David Pittinsky of

Ballard Spabr LLP which is also DGIs counsel sent letter to Mark McKinzie of Riley

Bennett Egloff LLP the Proponents counsel and to the Proponent declining to include the

Original Proposal in the 201.2 Proxy Materials unless an agreement on its language could be

reached by December 232011 No such agreement was reached in the brief timeframe offered

unilaterally by DGl and Duane Morris sent the DGI Letter to the Staff on December 28 2011 as

mentioned above

On January 2012 the Proponent sent to Duane Morris and Ballard Spahr stockholder

proposal and supporting statement that is substantially similar to the Revised Proposal The

Revised Proposal eliminates the language that DGL found objectionable The Proponent

requested that DGI withdraw its no-action letter with the SEC DCII has failed to respond to the

Proponents request to withdraw DGIs no-action request

This letter responds to the DOl Letter to the Staff and requests the Staff not to grant

DGIs no-action request For the convenience of the Staff redline comparison of the Revised

Proposal against the Original Proposal is attached as Exhibit to this letter

As DGI admits on page of the DCII Letter in its response to request for no-action

letter from First Franklin Corporation available February 222006 the Staff found that

proposal to engage the services of an investment bØnking rm to evaluate alternatives to enhance

stockholder value and to take all necessary steps to seek actively sale or merger was not

properly excludable For the convenience of the Staff copy of the request by First Franklin

Corporation for no-action letter and the Staffs response are attached as Exhibit to this letter

Please note that the Revised Proposal has been phrased to match the language utilized in

First Franklin Corporation and that as result all of DGIs objections to the Original Proposal

are moot as discussed below In particular the Revised Proposal states

RESOLVED That the shareholders of 101 assembled at the annual meeting in

person and by proxy hereby request that the Board of Directors immediately

engage the services of an Investment Banking firmto evaluate alternatives that

could enhance shareholder value including but not limited to merger or

outright sale of DO and the shareholders further request that the Board take all

other steps necessary to actively seek sale or merger of 101 on terms that will

maximize share value for shareholders

The First Franklin proposal stated the following

RESOLVED That the shareholders of First Franklin assembled at the annual

meeting in person and by proxy hereby request that the Board of Directors

immediately engage the services of an Investment Banking firmto evaluate

alternatives that could enhanØe shareholder value including but not limited to

merger or outright sale of First Franklin and the shareholders further request that



Securities and Exchange Commission
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January 13 2012

the Board take all other stps necessary to actively seek sale or merger of First

Franklin on terms that will maximize share value for shareholders

The only difference between the Revised Proposal and the First Franklin proposal on which it is

based is the name of the company The Revised Proposal just 111cc the proposal to First

Franklin requests the Board of Directors to consider merger or sale of DGI which is

proposal that relates to an extraordinaky transaction and that therefore maynot properly be

excluded by DGI from its 2012 Proxy Materials on the basis of Rule 14a-8i7 which permits

excluding proposals relating to ordinary business operations

The DGI Letter also argues that the Original Proposal may be excluded on the basis of

Rule 14a-8iX6 because DGI lacks the power or authority to implement the proposal to the

extent that it relates to Donegal Mutual Insurance Company DMIC which the DOl Letter

asserts DGI does not control Whatever the merits of this objection with respect to the Original

Proposal however it does not apply to the Revised Proposal which omits all references to

DMIC

Similarly the DOl Letters objections to the Original Proposal on the basis of Rule 14a-

iX3 do not apply to the Revised Proposal DGI alleges that the Original Proposal may be

excluded on the grounds that it violates the proxy rules and in particular Rule 14a-9 The

Revised Proposal does not include any of the statements in the Original Proposal to which DGI

objected All of the statements in the Supporting Statement accompanying the Revised Proposal

are fact-based or are otherwise fair commentary of the Proponent

For the reasons stated above DGI has failed to satisf its burden of showing that the

Revised Proposal may be excluded from the 2012 Proxy Materials Accordingly the Proponent

respectfully requests that the Staff decline to grant DGIs no-action request

If we can be of further assistance in this matter please contact me by telephone at 312
920-3337 or bye-mail at vpeterson1athropgage.com

Sincerely

LATHROP GAGE LLP

Victor Peterson

Cc Gregory Shepard

Mark McKinzie Riley Bennett Eglog LLP

John Kauffman Duane Morris LLP via Federal Express

David IL Pittinsky Ballard Spahr LLP via Federal Express

Donald Nikolaus Donegal Group Inc via Federal Express



Exhibit

SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

GregesyM Shepard FISMA 0MB Memorandum M-07-16 who individuallyisthebeneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Donegal Group Inc

DGI or the Company submits the following proposaL

RESOLVED That the shareholders of DGI assembled at the mn1R1 meeting in person and by proxy

hesehy request that the Board Of Directors immediately engage the services of an InvestznentBm1dng firm

to evaluate alternatives that could ihance shareholder value including but ant limited to nger or

outright sale of DGI and the shareholders further request that the Board take all other steps necessary to

actively seek sale or merger ofDGI on thatwlil Iniinti70 share value for shareholders

Supporting Statement

DGI has not been successful in delivering positive return for its shareholders On December30 2011

DUls Class and Class stock prices were respectively 28% and 3% lower than five years earlier On
December29 2006 DGIs Class stock pace was $1939 per share and DGrs Class stock price was

S18.O0per share

As the owner of approximately 18.0% and 7.1% respectively of the Class and Crass shares of

DGI believe the Companys shares trade at substantial discount to their relisiihle value if combined

with another tmthial insurer Examples of such realization of value include the following transactions

Nationwide-AT TIR1 74% premnun over pre-announoesuent share price Slate Auto-Meridian 135%

premium over the share pace iumiediately before American Unions tender State Auto outbid

American Union and recently announced Nationwide-Hazleyevlllc 137% premium over share price five

daye preceding announcement

The proposed Nationwide Mutual merger with Pennsylvania-domiciled Harleysvllle Mutual followed by

the purchase of Harleysville Groups publicly traded shares has not yet closed Eventually the terms of the

transaction and even the acquirer could change as these were two other competing bidders in addition

to Nationwide as disclosed in Harleys-ville Groups Proxy Statement of December 232011 one of whom
was liberty MutuaL As committed investor in DGI it is my focos for the Company to enhance value for

its investors Based upon the aforesaid examples an especially the most recent example with Barleysville

it is my opinion that no amount of rate increases fortuitous avoidance of catastrophic storms or other

operational improvements can unleash realization of DG shares value as will mmger or sale of the

Company to another mutual insurer

If other shareholders also believe that the value ofDGI is not reflected in curreat share prices then the

Board of Directors of DGI should take steps to realize the shares value The Board of Directors of DGI can

best do this by following the steps contained in the aforesaid resolution guided by 11w advice of an

independent investment banker and taking advantage of the present market for insurance company

consolidatlo



Exhibit

SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

GrcgoryM Shepard FISMA 0MB Memorandum M-07-16 who individually is the beneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Doncual Grotto Inc

101 or the CompanyComnanvl submits the following proposal

Resohed that the shareholders of Donegal Group Inn 1Gr hereby request that the Board of

Direotoro appoint committee of independent non mnnam.nt directors who are authorized and

wrectea to work with uonegal rauruat mauruime L.ompany DMIC to expiore arrareglo airemanves to

maximize shareholder value inoluding oonthdwdion of merger of DMIC with anothec mutual insurer

followed by the sale or merger of DGI insinot such committee to retain leading inveeWent banking

firm to advise the committee with respect-to such atrategie alternatives and authorize the committee and

ept 1ibinc sn tn nnlimt nuil evaluate offers for the merger of DMIC followed by the sale or

morgor

RESOLVED That ihe sharehalders of DGL assembled at the animal ineetine in ucreon and by reuxy

rcanast that the Board ofDirecters immediately su the services of an InyastmentBanlcirtc firm

to evaluate alkauatives that could i1mn almrtholder value ineludinn but not limited to mror

crI..Ir-lofTth..i ii -yv-
r1prpFi $tt W11 fl

Supporting Statement

For many years have invested in publicly traded snbsidinrioo of mutual insurance aempanien For

example in the pont owned 20% of Meridian Insurance Group Inc MIGr and was the oatalyot who

provided the opportunity for Stale Auto Mutual Insurance Companys merger with Meridian Mutual

Insurance Company followed by State Auto Mutuals purohano of MIGIs publicly traded shares My
efforts helped to deliver the shares true value to MIGFe publicly traded shareholders with 13W.

premium over the valuation of those shares prior to State Auto Mutuals purohase

DGI as public company has several ndvantngc compared with being mutual company the ability

to misc capital additional flexibility to restruolure and the ability to provide incentives to management

employees and agents However DGI has not been succeesfol in delivering positive return for its

shareholders On December30 2011 DGIs Class and Class stock pnces today ore juspective1y
and S3% lower than five years agel On December29 2006 DGIs Class stock mice was

$19.59 ner share and DGIs Class stock mice was $18.00 ner share

As the owner ofa ximately29Q% and 28.9% 7.1% resoectivelv of the publicly traded Class

and Class shares of DGL believe the Companys shares trade at substantial discount of more than

200% to their realizable value if combined with another nininal insurer Examples of such msaliniuin of

value include the foliowin2 transactioinNationwide-MJ .IPD 74% nrenim over ore-announcement

share mice State Auto-Meridian 135% uremfum over the share mice immediately before Aican
Unions tender offer State Auto outbid Anican Unio and recently announced Nationwide

Harleysville transactions As committed investor in DGI.it is my focus for the Company to enhance

valu.e4or its investors Based upon the aforesaid examples no amount of rate inoreases fortuitous

avoidance of oatastroohio storms or other onerational improvements non unleash realization of DGIs
another mutuol 1nsurer 1ln 1. the purchase nfshar C-vt

--

DGIs public shnres.137% oremium over share mice five dave erecedina announcement

The umnoosed Nationwide Mutual merner with Pennsylvania-domiciled Harlevsville Mutual followed liv

the nurchase of Harlevsville Grouns nubliclv traded shams has not vet closed Eventually the terms ofthe

transaction and even the accuirer could chanue as there two other cot

to Nationwide as disclosed in Harlevsvllle Groans Proxy Statement of December 23 2011 one of whom

nilC valise Uflht fl TflflrCPr iT



was Liberty Mutual As committed investor in DGL it is my focus for the Comoanv to enhance value for

its investors Based noon the aforesaid examoles an esnecially the moat recent examnie with HarlevsvilleL

itis my oninion that no amount of rate increases fortuitous avoidance of catastionbic rmsor other

onerational imurovements can unleash realization of DGIs shares value as will merser or sale of the

Comnanv to another mutual insurer

If other shareholders also believe that the value of DGI is not reflected in current share prices then the

board and management Board ofDirectors of DGI have an obligation to-should take steps to realize the

shares hue-value The bØaM-and-saanageusent-.gfThtQofDGI can best do this by taking

followiue the tiaee-steps contained in the aforesaid resolution guided by the advice of an independent

investhient banker and takine advantase of the Dresnot market for insurance comnanv consolidation
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DIRECT LINE 312.920.3337 CHIcco ILLINoIs 60606
EMAIL VPETERSON@LAThROPGAGE.COM PHONE 312.920.3300
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January 13 2012

VIA E-MAIL shareho1derproposals@sec.gov

Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

Re Donegal Group Inc DGI
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Shepard the Proponent

Ladies and Gentlemen

On behalf of the Proponent we respectfully request that the Staff of the Division of

Corporation Finance the Staff decline to grant the no-action relief requested by DGI in its

letter to the Staff dated December 28 2011 the DGI Letter and that the Staff instead concur

with the Proponents conclusions that DOT may not properly omit the Proponents revised

stockholder proposal and supporting statement attached as Exhibit to this letter the Revised

Proposal from the proxy materials DGI will distribute in connection with its 2012 annual

meeting of stockholders the 2012 Proxy Materials

In accordance with Section of Staff Legal Bulletin No 14D Nov 2008 SLB
4D the Proponent is emailing this letter and the exhibits to this letter to the Commissionat

shareholderproposalssec.gov Because the Proponent is submitting this request electronically

pursuant to SLB 14D the Proponent is not enclosing the additional six copies Rule 14a-8k

requires Also in accordance with Rule 14a-8k the Proponent is simultaneously c-mailing this

letter and its exhibits to John Kauffman of Duane Morris LLP which is DOTs counsel and

will deliver it by overnight delivery to DGIs attention do Donald Nikolaus President

Donegal Group Inc 1195 River Road Marietta PA 17547 as requested in the DGI Letter

These deliveries inform DGI of this letter to the Staff in response to the DGI Letter On behalf

of the Proponent we confirm that the Proponent will promptly forward to DGI any Staff

response to this letter or DGIs no-action request that the Staff transmits to us only
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On November 2011 the Proponent submitted shareholder proposal and supporting

statement the Original Proposal to DGL On December 15 2011 David Pittinsky of

Ballard Spahr LLP which is also DOls counsel sent letter to Mark McKinzie of Riley

Bennett Egiofi LLP the Proponents counsel and to the Proponent declining to include the

Original Proposal in the 2012 Proxy Materials unless an agreement on its language could be

reached by December 23 2011 No such agreement was reached in the brief timeframe offered

unilaterally by DGI and Duane Morris sent the DGI Letter to the Staff on December 282011 as

mentioned above

On January 2012 the Proponent sent to Duane Morris and Ballard Spahr stockholder

proposal and supporting statement that is substantially similar to the Revised Proposal The

Revised Proposal eliminates the language that DGI found objectionable The Proponent

requested that DGI withdraw its no-action letter with the SEC DGI has failed to respond to the

Proponents request to withdraw DG1s no-action request

This letter responds to the DGI Letter to the Staff and requests the Staff not to grant

DGIs no-action request For the convenience of the Staff redline comparison of the Revised

Proposal against the Original Proposal is attached as Exhibit to this letter

As DGI admits on page of the DGI Letter in its response to request for no-action

letter from First Franklin Corporation available February 222006 the Staff found that

proposal to engage the services of an investment banking firmto evaluate alternatives to enhance

stockholder value and to take all necessary steps to seek actively sale or merger was not

properly excludable For the convenience of the Staff copy of the request by First Franklin

Corporation for no-action letter and the Staffis response are attached as Exhibit to this letter

Please note that the Revised Proposal has been phrased to match the language utilized in

First Franklin Corporation and that as result all of DGIs objections to the Original Proposal

are moot as discussed below In particular the Revised Proposal states

RESOLVED That the shareholders of DGI assembled at the annual meeting in

person and by proxy hereby request that the Board of Directors immediately

engage the services of an Investment Banking firm to evaluate alternatives that

could enhance shareholder value including but not limited to merger or

outright sale of DGI and the shareholders further request that the Board take all

other steps necessary to actively seek sale or merger of DGI on terms that will

maximize share value for shareholders

The First Franklin proposal stated the following

RESOLVED That the shareholders of First Franklin assembled at the annual

meeting in person and by proxy hereby request that the Boardof Directors

immediately engage the services of an Investment Banking firm to evaluate

alternatives that could enhane shareholder value including but not limited to

merger or outright sale of First Franklin and the shareholders further request
that
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the Board take all other steps necessary to actively seek sale or merger of First

Franklin on terms that will maximize share value for shareholders

The only difference between the Revised Proposal and the First Franklin proposal on which it is

based is the name of the company The Revised Proposal just like the proposal to First

Fran/din requests the Board of Directors to consider merger or sale of DO which is

proposal that relates to an extraordinary transaction and that therefore may not properly be

excluded by DO from its 2012 Proxy Materials on the basis of Rule 14a-8i7 which permits

excluding proposals relating to ordinary business operations

The DGI Letter also argues that the Original Proposal may be excluded on the basis of

Rule 4a-8i6 because DOT lacks the power or authority to implement the proposal to the

extent that it relates to Donegal Mutual Insurance Company DMIC which the DO Letter

asserts DO does not control Whatever the merits of this objection with respect to the Original

Proposal however it does not apply to the Revised Proposal which omits all references to

DMIC

Similarly the DO Letters objections to the Original Proposal on the basis of Rule 14a-

8iX3 do not apply to the Revised Proposal DOT alleges that the Original Proposal may be

excluded on the grounds that it violates the proxy rules and in particular Rule 4a-9 The

Revised Proposal does not include any of the statements in the Original Proposal to which DGI

objected All of the statements in the Supporting Statement accompanying the Revised Proposal

are fact-based or are otherwise fair commentary of the Proponent

For the reasons stated above DGI has failed to satisfy its burden of showing that the

Revised Proposal may be excluded from the 2012 Proxy Materials Accordingly the Proponent

respectfully requests that the Staff decline to grant DGIs no-action request

If we can be of further assistance in this matter please contact me by telephone at 312
920-3337 or by e-mail at vDetersonlathropgage corn

Sincerely

LATHROP GAGE LLP

Victor Peterson

Cc Gregory Shepard

Mark McKinzie Riley Bennett Egloff LLP

John Kauffman Duane Morris LLP via Federal Express

David Pittinsky Ballard Spahr LLP via Federal Express

Donald Nikolaus Donegal Group Inc via Federal Express
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SRAIEHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

Gregory Shepard FISMA 0MB Memorandum M-07-1 who individually is the beneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Donegal Group Inc

Do or the Company submits the following proposal

RESOLVED That the shareholders of DGI assembled at the annual meeting in person and by proxy

hereby request that the Board of Directors immediately engage the services of an Investment Banking firm

to evaluate alternatives that could enhance shareholder value including but not limited to merger or

outright sale of DOT and the shareholders further request that the Board take all other steps necessary to

actively seek sale or merger of DO on terms that will maximize share value for shareholders

Supporting Statement

DCII has not been successfiil in delivering positive return for its shareholders On December 302011
DOls Class and Class stock prices were respectively 28% and 3% lower than five years sadist On
December29 2006 DGrs Class stock price was $19.59 per share and DOTs Class stock price was

$18.00 per share

As the owner of approximately 18.0% and 7.1% respectively of the Class and Class shares of

DG believe the Companys shares trade at substantial discount to their realizable value if combined

with another mutual insurer Examples of such realization of value include the following transaction

Nationwide-Al .1 JFD 74% premium over pre-announcement share price State Anto-Meridian 135%

premium over the share price immediately before American Unions tender offr State Auto outbid

American Union and recently announced Nationwide-Harlcysville 137% premium over share price five

days preceding announcement

The proposed Nationwide Mutual merger with Pennsylvania-domiciled Harleysvllle Mutual followed by

the purchase of Harleysvillc Groups publicly traded shares has not yet closed Eventually the terms of the

transaction and even the acquirer could change as there were two other competing bidders in addition

to Nationwide as disclosed in Harleysvifle Groups Proxy Statement of December 232011 one of whom
was LibertyMutual As committed investor in DG1 it is my focus for the Company to enhance value for

its investors Based upon the aforesaid examples an especially the most recent example with Hazleysville

it is-my opinion that no amount of rate increases fortuitous avoidance of catastrophic storms or other

operational improvements can unleash realization ofDGIs shares value as will merger or sale of the

Company to another mutual insurer

If other shareholders also believe that the value of DGI is not reflected in current share prices then the

Board of Directors of DGI should take steps to realize the shares value The Board of Directors of DOT can

best do this by following the steps contained in the aforesaid resolution guided by the advice of an

independent investment banker and taking advantage of the present market for insurance company
consolidation
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SHAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

iregoiy FISMA 0MB Memorandum M-07-1 who individually is the beneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of Dflneael

CDGr or the Camp ComSUbiflitS the following prorOSJ
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DCII as public company has etreral advantages compered with being amtual oompany the ability

to raise capital additional fleidbihty to reathioturo and the ability to provide moentivos to mnagoaenl
employees and agonts However _DGI has not been successful delivering positive return for its
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and lower than five yearsagonarhsr On December29 2006 DGIs Class stock once was
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and Class sharesL believe the Companys shares trade at discount of more than
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value include the followinQ traasaqtions Nationwide-AT.TiRr
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Unions tender offtr State Auto outhid American Umon and recently announced Nationwide
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Re Donegal Group Inc DGI
Securities Exchange Act of 1934 the Exchange Act Rule 14a-8

Omission of Stockholder Proposal

Submitted by Gregory Shepard the Proponent

Ladies and Gentlemen

On behalf of DGI we respectfully request that the Staff of the Division of Corporation

Finance the Staff grant no-action relief and concur with DGIs conclusions that DGI may
properly omit the Proponents stockholder proposal and supporting statement the

Proposal from the proxy materials DGI will distribute in connection with its 2012 annual

meeting of stockholders the 2012 Proxy Materials

DGIs reasons for its request are as follows

Rule 14a-8i7 permits the exclusion because the Proposal deals with matter

relating to DGIs ordinary business operations

Rule 14a-8i6 permits the exclusion because DGI lacks the power and

authority to implement the Proposal and

Rule 14a-8i3 permits the exclusion because the Proposal is contrary to the

Securities and Exchange Commissions the Commission proxy rules which

DUANE Moiuus

30 SOUTH 17 STREET PHILADELPHIA PA 19103-4196 PHONE 215.979.1000 FAX 215.979.1020
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rules prohibit materially false or misleading statements in proxy soliciting

materials

We attach copy of the Proposal as Exhibit to this letter

In accordance with Section of Staff Legal Bulletin No 14D Nov 2008 SLB
14D DGI is emailing this letter and the exhibits to this letter to the Commission at

shareholderproposals@sec.gov Because DGI is submitting this request electronically

pursuant to SLB 14D DGI is not enclosing the additional six copies Rule 14a-8j requires

Also in accordance with Rule 14a-8j DGI is simultaneously e-mailing this letter and its

exhibits to Mark McKinzie the Proponents counsel and will deliver it to the Proponent by

overnight delivery because the Proponent has not furnished his e-mail address to DCI

These deliveries inform the Proponent of DGIs intention to omit Proponents Proposal from

the 2012 Proxy Materials Pursuant to Rule 14a-8j DGI has filed this letter with the Staff no
later than 80 calendar days prior to the date DGI intends to ifie its definitive 2012 Proxy

Materials with the Commission On behalf of DGI we confirm that DGI will promptly

forward to the Proponent any Staff response to this no-action request that the Staff transmits

to us only

Rule 14a-8k and SLB 14D require proponents of stockholder proposals to send

companies copy of any correspondence that they submit to the Conimission Accordingly

on behalf of DCI we hereby request that the Proponent send copy of any correspondence

the Proponent submits to the Commission with respect to the Proposal to DGIs attention do

Donald Nikolaus President Donegal Group Inc 1195 River Road Marietta PA 17547

THE PROPOSAL

DGI received the Proposal on November 14 2011 The resolution contained in the

Proposal reads as follows

Resolved that the shareholders of Donegal Group Inc DCI hereby request

that the Board of Directors appoint committee of independent non-

management directors who are authorized and directed to work with Donegal

Mutual Insurance Company DMIC to explore strategic alternatives to

maximize shareholder value including consideration of merger of DMIIC with

another mutual insurer followed by the sale or merger of DGI instruct such

committee to retain leading investment banking firm to advise the committee

with respect to such strategic alternatives and authorize the committee and

investment banking firm to solicit and evaluate offers for the merger of DMIC

followed by the sale or merger of DCI
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The Proposal also includes the following supporting statement

For many years have invested in publicly traded subsidiaries of mutual

insurance companies For example in the past owned 20% of Meridian

Insurance Group Inc MIGI and was the catalyst who provided the

opportunity for State Auto Mutual Insurance Companys merger with Meridian

Mutual Insurance Company followed by State Auto Mutuals purchase of

MIGIs publicly traded shares My efforts helped to deliver the shares true value

to MIGIs publicly traded shareholders with 135% premium over the valuation

of those shares prior to State Auto Mutuals purchase

DGI as public company has several advantages compared with being

mutual company the ability to raise capital additional
flexibility to restructure

and the ability to provide incentives to management employees and agents

However DGI has not been successful in delivering positive return for its

shareholders DGIs Class and Class stock prices today are respectively 33%

and 5% lower than five years ago

As the owner of approximately 29.5% and 28.9% of the publicly traded

Class and Class shares believe shares trade at discount of more

than 200% to their realizable value if combined with another mutual insurer

Examples of such realization of value indude the Nationwide-ALUED State

Auto-Meridian and recently announced Nationwide-Harleysville transactions

As committed investor in DGI it is my focus for to enhance value for its

investors Based upon the aforesaid examples no amount of rate increases

fortuitous avoidance of catastrophic storms or other operational improvements

can unleash realization of DGIs shares true value as will mergerof DMIC with

another mutual insurer followed by the purchase of DGIs public shares

If other shareholders also believe that the value of DGI is not reflected in

current share prices then the board and management of DCI have an obligation

to take steps to realize the shares true value The board and management of DCI

can best do this by taking the three steps contained in the aforesaid resolution

guided by the advice of an independent investment banker

II DGIS GROUNDS FOR EXCLUSION

The Proposal Deals with Matters Relating to DGIs Ordinary Business Operations and

Therefore DGI May Exclude the Proposal Under Rule 14a-8i7
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Rule 14a-8i7 permits company to exclude from its proxy materials stockholder

proposal that deals with matter relating to the companys ordinary business operations

The Commission has explained that the general underlying policy of this exclusion is

consistent with the policy of most state corporate laws to confine the resolution of ordinary

business problems to management and the board of directors Exchange Act Release No 34-

40018 May 21 1998

Section 141a of the Delaware General Corporation Law or the DCCL which applies

to DGL provides that the business and affairs of every corporation organized under this

chapter shall be managed by or under the direction of board of directors except as may be

otherwise provided in this chapter or in its certificate of incorporation Neither DGIs

certificate of incorporation nor its by-laws limit the authority of DGIs board of directors to

manage DCI Thus DGIs board of directors has the authority to conduct the ordinary

business of DCI As part of its ongoing deliberations the board of directors of DGI at least

annually reviews DGIs structure and DGIs relationships with DMIC The general consensus

arising from these periodic reviews has been at times to rebalance cash from the flow of DCI

to Donegal Mutual or to the other so that the terms of the intercompany relationship remain

fair and reasonable to both parties over period of years However the result of these

periodic discussions has also resulted in the conclusion that the overall intercompany

strategy continues to work well and represents successful business strategy for all of the

parties involved

The maximization of stockholder value is one of the basic premises underlying

corporate law and corporate governance board of directors of Delaware corporation has

no more fundamental duty than seeking to maximize the value of the corporation for the

benefit of its stockholders See Revlon Inc MacAndrews Forbes Holdings Inc 506 A.2d 173

Del 1986 Thus the subject matter of the Proposal strategic alternatives for maximizing

stockholder value relates to DGIs ordinary business operations Because proposals that

focus on companys strategic direction are within the province of its board of directors the

Staff has generally considered these types of proposals to relate to companys ordinary

business operations

The Staff however draws distinction under Rule 14a-8i7 between proposals that

seek to reinforce managements general obligation to maximizestockholder value which are

generally excludable and those that direct management to take specific steps in connection

with an extraordinarybusiness transaction to maximize stockholder value which are

generally not excludable See
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Central Federal Corporation available March 2010 In this no-action response

the Staff found stockholder proposal that requested formation of an

independent board committee to explore strategic alternatives for maximizing

stockholder value including the sale or merger of the company instructing the

committee to retain leading investment banking firm to advise the committee

about strategic alternatives and authorizing the committee and investment

banking firmto solicit offers for the sale or merger of the company properly

excludable pursuant to Rule 14a-8i7 as the proposal appears to relate to

both extraordinary transactions and non-extraordinary transactions

Medallion Financial Corp available May 11 2004 In this no-action response

the Staff found proposal requesting an investment banking firmbe engaged

to evaluate alternatives to maximizestockholder value including sale of the

Company properly excludable pursuant to Rule 14a-8i7 because the

proposal appears to relate to both extraordinary transactions and non-

extraordinary transactions

Peregrine Pharmaceuticals Inc available July 31 2007 In this no-action

response the Staff granted no-action relief under Rule 14a-8i7 because the

proposal recommending that the board appoint committee of independent

directors to evaluate the strategic direction of the company and study

strategic alternatives for the company related to both extraordinary

transactions and non-extraordinary transactions

BristolMyers Squibb Company available February 22 2006 In this no-action

response the Staff granted no-action relief under Rule 14a-8i7 because the

proposal urged the board to retain nationally recognized investment bank to

explore strategic alternatives to enhance the value of the including

but not limited to possible sale merger or other transaction related to both

extraordinary transactions and non-extraordinary transactions and

AltiGen Communications Inc available November 16 2006 In this no-action

response the Staff granted no-action relief under Rule 14a-8i7 because the

proposal requiring that the board form special committee for the purpose of

enhancing stockholder value including the sale of the corporation related to

both extraordinary transactions and non-extraordinary transactions
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In Central Federal Corporation the Staff determined that the company could exclude

under Rule 14a-8i7 proposal that is virtually identical to the Proposal that is the subject

matter of this no-action request That proposal requested that the board of directors

appoint committee of independent directors with authority to explore

strategic alternatives for maximizing stockholder value induding the sale or

merger of the company

instruct the committee to retain leading investment banking firm to advise the

committee about strategic alternatives and

authorize the committee and the investment batking firm to solicit offers for

the sale or mergerof the company

The Staff stated that the proposal appears to relate to both extraordinary transactions

and non-extraordinary transactions Proposals concerning the exploration of strategic

alternatives for maximizing stockholder value which relate to both extraordinary transactions

and non-extraordinary transactions are generally exdudable under rule 14a-8i7 The

Staff therefore stated it would not recommend enforcement action to the Commission if the

company omitted the proposal from its proxy materials

As in Central Federal Corporation the resolution contained in the Proposal relates to

extraordinary transactions and non-extraordinary transactions

The first dause of the resolution requests that DGIs board of directors appoint

committee of independent directors with the authority to work with DMIC
DGIs controlling stockholder to explore strategic alternatives to maximize

stockholder value including consideration of mergerof DMIC with another

mutual insurerfollowed by the sale or mergerof DGI This clause of the

Proposal seeks to reinforce the continuing obligation of DGIs board of directors

to maximize stockholder value rather than directing DGIs board of directors to

take specific steps necessary to effect sale or mergerof DGI which may be

considered an extraordinary transaction

The second clause of the resolution requests that the DCI board of directors

instruct such committee to retain leading investment banking firmto advise

the committee with respect to such strategic alternatives This clause again

relates to the continuing obligation of DGIs board of directors to consider

strategic alternatives which may maximizestockholder value and makes no

reference to an extraordinary corporate transaction
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The final clause of the resolution requests that DGIts board of directors

authorize the committee and investment banking firm to solicit and evaluate

offers for the merger of tMIC followed by the sale or merger of DGI While

this request could arguably relate to the solicitations and evaluations for

merger and subsequent sale or merger it does not narrow the scope of the

previous two requests which remain exdusively related to the ordinary

business obligations of DGIs board of directors

The reference in the Proposal that alternatives for enhancing stockholder value may
include sale or mergerof DGI does not change the fact that the Proposal deals primarily

with the enhancement of stockholder value matter squarely within the exclusive authority

of DGIs board of directors under Delaware law The Staff has routinely approved the

exclusion of stockholder proposals under Rule 14a-8i7 as matter of ordinary business

strategy when the stockholder proposal like the Proposal directs the retention of third party

advisors to investigate strategic alternatives See Fifth Third Bancorp available January 17

2007 in which the Staff permitted the exclusion of proposal requesting the board of

directors to engage immediately nationally recognized investment banking firm to propose

and evaluate strategic alternatives that could enhance stockholder value including but not

limited to merger or outright sale See also First Charter Corporation available January 18

2005 in which the Staff permitted the exclusion of proposal to establish an independent

director committee and retain an investment bank to explore strategic alternatives including

the solicitation evaluation and negotiation of offers to purchase the company

DGI is aware of two Staff decisions in which the Staff found that proposal

unequivocally sought to effect an extraordinary corporate transaction that did not include

ordinary business matters See Allegheny Valley Bancorp Inc available January 2001 where

the Staff did not approve exclusion of proposal to retain an investment bank for the

purpose of
soliciting

offers for the companys stock or assets and present the highest cash

offer to stockholders See also First Franklin Corporation available February 22 2006 in

which the Staff found that proposal to engage the services of an investment banking firmto

evaluate alternatives to erthance stockholder value and to take all necessary steps to seek

actively sale or mergerwas not properly excludable Those cases are distinguishable

however because the Staff found that those proposals involved request for the board of

directors to cause the company to explore specific transaction not just request that the

board of directors explore strategic options including sale or merger The Proposal does

not mandate that the independent committee take specific steps to solicit offers for

transaction that would constitute an extraordinary transaction or take the steps necessary to

effect transaction that would constitute an extraordinary transaction Rather the Proposal

requests that the board of directors undertake course of action that it is already obligated to
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undertake as part of its ordinary duties and consider methods by which to maximize

stockholder value

The Staff has consistently taken the position that if any portion of proposal is

excludable because it relates to companys ordinary business activities the company may
exdude the entire proposal and the proponent may not revise the proposal See Bristol-Myers

Squibb Company available February 22 2006 which found that the proposal appeared to

relate to both extraordinary transactions and non-extraordinary transactions thereby creating

basis for the omission of the proposal pursuant to Rule 14a-8i7 Therefore because at

minimum the first two requests in the Proposal relate to DGIs ordinary business activities

the entire Proposal may be excluded under Rule 14a-8i7 as relating to ordinary business

activity

Based upon the foregoing analysis DCI respectfully requests that the Staff concur that

it will take no action if DGI omits the Proposal from its 2012 Proxy Materials pursuant to the

exclusion under Rule 14a-8i7

DGI May Omit the Proposal Under Rule 14a-8i6 Because DCI Lacks the Power and

Authority to Execute the Proposal

Rule 14a-8i6 provides that company may exclude stockholder proposal if

company lacks the power and authority to effectuate that stockholder proposal

The Proposal requests the appointment of an independent committee of the board of

directors of DGI to consider the mergerof DMIC with another mutual insurer Under

Section 1757 the Pennsylvania Business Corporation Law the PBCL the voting rights of

Pennsylvania corporation belong to the shareholders of that corporation Under Section 2124

of the PBCL which applies to Pennsylvania-domiciled mutual insurance companies if

company has no shareholders then the policyholders as members of DMIC and as the

inchoate owners of any residual equity in the company if the company were to dissolve

have the sole voting rights In addition the DGCL does not grant any power or authority to

the board of directors of Delaware corporation to direct the activities of Pennsylvania

mutual fire insurance company

DCI is Delaware corporation legal entity that is distinct from DMIC

Pennsylvania mutual fire insurance company DCI has approximately 1600 holders of

record of DGIs two classes of common stock DMIC has in excess of 200000 policyholders

The stockholders of DCI and the policyholders of DMIC are two entirely separate and
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distinct groups although there is undoubtedly some overlap.1 As DGI is neither

shareholder nor policyholder of DMIC neither DGIs board of directors nor any

independent committee of the DCI board of directors has the power or authority to cause

DM to merge with another mutual insurer under Pennsylvania law See Cattellus

Development Corporation available Dec 20 1995 which granted no-action relief under 14a-

8i6 because the company did not have the authority or power to cause another company
that was not controlled by the company to take the actions the proponent requested in the

proposal Because DMIC as Pennsylvania-domiciled mutual insurance company has no

shareholders its policyholders have the sole voting rights The policyholders of DMIC
would be the only persons that would have the right to vote on any proposed merger of

DMIC with another entity and for this limited purpose the stockholders of DGI and the

board of directors of DCI are entirely irrelevant

Even in the highly unlikely event the DGI stockholders were to approve the resolution

set forth in the Proposal neither DGIs board of directors nor an independent committee of

DGIs board of directors would have the power or authority to cause DMIC to take any of the

actions the Proposal contemplates relating to the mergerof DMIC with another mutual

insurance company Any action by the DCI committee to consider the merger of DMIC
with another mutual insurance company would have no legal effect and be entirely

superfluous

Based upon the foregoing analysis DGI respectfully requests that the Staff concur that

it will take no action if DCI omits the Proposal from its 2012 Proxy Materials pursuant to the

exdusion under Rule 14a-8i6

DMIC is Pennsylvania mutual fire insurance company formed in 1889 by local residents in the

western portion of Lancaster County Pennsylvania DMIC has operated successfully for the last 122
years and

together with DGIs insurance subsidiaries has group A.M Best
rating

of Excellent In 1986 DMIC

formed DCI with the intent that DCI become downstream insurance holding company that could raise capital

privately and publicly in order to provide the capital DMIC and the insurance subsidiaries of DCI would

require to support their future long-term growth DMIC DCI and DCIs insurance subsidiaries collectively

operate in 22 states in the New England Mid-Atlantic Southeastern and Midwestern parts of the United States

DMIC currently owns approximately 41.7% of the 19975609 outstanding shares of DGIs Class common stock

which has one tenth of vote per share and approximately 75.3% of the 5576775 outstanding shares of DGIs

Class common stock which has one vote
per

share Therefore DMIC has the right to cast approximately two-

thirds of the total number of votes that maybe cast on all matters presented at any meeting of DGIs

stockholders DCI has no interest as shareholder or policyholder in DMIC DMIC as mutual insurance

company has policyholders but has no shareholders
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DGI May Omit the Proposal Under Rule 14a-8i3 Because the Proposal is Contrary to the

Commissions Proxy Rules Which Prohibit Materially False or Misleading Statements in

Proxy Soliciting
Materials

Rule 14a-8i3 permits company to omit stockholder proposal if the proposal or

supporting statement is contrary to any of the Commissions proxy rules Such proxy rules

include Rule 14a-9 which prohibits false or misleading statements in proxy soliciting

materials Specifically Rule 14a-9 prohibits proposal or supporting statement which at the

time and in light of the circumstances under which it is made is false or misleading with

respect to any material fact or which omits to state any material fact necessary in order to

make the statements therein not false or misleading

DCI believes that the Proponents statement reporting that the Proponent was the

catalyst who provided the opportunity for State Auto Mutual Insurance Companys merger

with Meridian Mutual Insurance Company followed by State Auto Mutuals purchase of

Insurance Group Inc.s publicly traded shares is materially false and

misleading because it omits material facts necessary to make the statements true and correct

The Proponent failed to disclose in the Proponents supporting statement that

During the Proponents approaches to MIGI the SEC entered Cease and

Desist Order against the Proponent with the Proponents consent for

purchasing MIGI stock on the open market during his Dutch auction tender

offer for MTGI stock

The Indiana Securities Commissionerentered final order prohibiting the

Proponent from proceeding with the Proponents MIGI tender offer because of

the Proponents inadequate disclosures and

Although the Proponent describes himself as catalyst in the Meridian-State

Auto merger the Proponent filed lawsuit seeking to enjoin the Meridian-State

Auto merger on the ground that State Autos offer was inadequate even though

it exceeded by $5 per share the Proponents own tender offer for the same

MIGI stock

DGI cannot publish the Proponents stockholder proposal and supporting statement

without including all material facts concerning the Proponentsrole in the Meridian-State

Auto merger See Staff Legal Bulletin No 14 Jul 13 2001 where the Staff states that

stockholders should provide factual support for statements in the proposal and supporting

statements or phrase statements as their opinion where appropriate Therefore DCI
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believes that it may omit the Proposal under Rule 14a-8i3 because the Proposal is contrary

to the Commissions proxy rules that prohibit the use of materially false or misleading

statements in proxy soliciting materials

DGI believes that the exclusions under Rule 14a-8i7 Rule 14a-8i6 and 14a-8i3

provide sufficient grounds upon which DGI may properly omit the Proposal from its 2012

Proxy Materials DGI respectfully requests that the Staff therefore advise DGI that the

Commission would take no-action if DCI were to exclude the Proposal

If we can be of further assistance in this matter please contact me by telephone at 215
979-1227 or by e-mail at jwkauffman@duanemorris.com

Sincerely

cc Donald Nikolaus

Frederick Dreher

Gregory Shepard

Mark McKirizie
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FISMA 0MB Memorandum M-07-16

November 72011

Certified Mall

Returii Receint Reauested

Mr Donald Nilcolaus

President and CEO

Donegal Group Inc

1195 River Road

Marietta PA 17547-0302

Ms SheriO Smith

Corporate Secretary

Donegal Group Inc

1195 River Road

Marietta PA 17547-0302

Re Shareholder Proposal and Supporting Statement

Dear Mr Nikolaus and Ms Smith

Enclosed is shareholder proposal and supporting statement lbr inclusion in the proxy statement for the

annual shareholders meeting of Donegal Group Inc the Company to be held in Apr11 2012

Please know it is my intent to present the attached shareholder proposal at the Companys annual

shareholders meeting

Enclosed is copy of Schedule 13D to be filed with the Securities and Exchange Commission on

November 92011 indicating that am the beneficial owner of 3602900 Class shares and 397100 Class

shares of the common stock of the Company As required by Rule 14a-8 promulgated under the

Securities Act of 1934 have continuously held shares with market value of at least $2000 fbr longer

than the previous year and ii intend to hold these shares through the date of the Companys annual

shareholders meeting

Sincerely

Gregory Shepard



SRABEHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

Gregory Shepard FISMA 0MB Memorandum M-07-16 who individually is the beneficial

owner of 3602900 Class snares arm iiuu iass snares or common stock of the Company submits

the following proposal

Resolved that the shareholders of Donegal Group Inc DGI hereby request that the Board of

Directors appoint committee ofin pendent non-management directors who are authorized and

directed to work with Donegal Mutual Insurance Company DMIC to explore strategic alternatives to

maximize shareholder value including consideration of merger of DMIC with another mutual insurer

followed by the sale or merger ofDGI instruct such committee to retain leading investment banking

firm to advise the committee with respect to such strategic alternatives and authorize the committee and

investment banking firm to solicit and evaluate offers for the
merger of DMIC followed by the sale or

merger of DGI

Supporting Statement

For many years have invested in publicly traded subsidiaries ofmutual insurance companies For

example in the past owned 20% of Meridian Insurance Group Inc and was the catalyst who

provided the opportunity for State Auto Mutual Insurance Companys merger with Meridian Mutual

Insurance Company followed by State Auto Mutuals purchase of MIGIs publicly traded shares My
efforts helped to deliver the shares true value to MIGIs publicly traded shareholders with 135%

premium over the valuation of those shares prior to State Auto Mutuals purchase

DOt as public company has several advantages compared with being mutual company the ability

to raise capital additional fiexibifity to restructure and the ability to provide incentives to management

employees and agents However DOT has not been successful in delivering positive return for its

shareholders DGIs Class and Class stock prices today are respectively 33% and 5% lower than five

years ago

As the owner of approximately 29.5% and 28.9% of the publicly traded Class and Class shares

believe the Companys shares trade at discount ofmore than 200% to their realizable value if combined

with another mutual insurer Examples of such realization of value include the Nationwide-AlLIED State

Auto-Meridian and recently announced Nationwide-Harleysville transactions As committed investor in

Dcii it is my focus for the Company to enhance value for its investors Based upon the aforesaid

examples no amount of rate increases fortuitous avoidance of catastrophic storms or other operational

improvements can unleash realization ofDcirs shares true value as will merger of DMIC with another

mutual insurer followed by the purchase of Dciis public shares

If other shareholders also believe that the value of DGI is not reflected in current share prices then the

board and management of DOIhave an obligation to take steps to realize the shares true value The board

and management of DO can best do this by taking the three steps contained in the aforesaid resolutiori

guided by the advice of an independent investment banker
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WASHINGTON D.C 20459

SCHEDULE 13D

Under the Securities Exchange Act of 1934

Amendment No.3

DONEGAL GROUP INC

Name of Issuer

Class Common Stock

Class Common Stock

Title of Class of Securities

Class 257701201

Class 257701300

CUSIP Number of Class of Securities

Gregoiy Shepard

FISMA 0MB Memorandum M-07-1

Name address and telephone number of persons

authorized to receive notices and communications

on behalf of persons filing statement

November 72011
Date of Event which Requires Filing of this Statement

If the filing person has previously filed statement on Schedule 130 to report the acquisition which is the subject of this

Schedule 13D and is filing this schedule because of Rule 13d-1b3 or check the following box

Page of
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Class CUSIP No 257701201 and Class CUSIP No 257701300

NAME OF REPORTiNG PERSON
S.S OR LR.S IDENTIFICATION NOS OF REPORTING PERSON

Gregory Shepard

CHECK THE APPROPRIATE BOX IF MEMBER OF GROUP

SEC USE ONLY

SOURCE OF FUNDS

PF

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQuIRED PURSUANT TO iTEMS 2d OR 2e

CITIZENSHIP OR PLACE OF ORGANIZATION

United States of America

SOLE VOTING POWER
NUMBER OF SHARES
BENEFICIALLY Class 3602900 Class 397100

OWNED BY EACH
REPORTING PERSON SHARED VOTING POWER
WITH

-0-

SOLE DISPOSIT1VE POViER

Class 3602900 Class 397100

10 SHARED DISPOSflWE POWER

-0-

Ii AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

Class 3602900 Class 397100

12 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW II EXCLUDES CERTAIN SHARES

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 11

Class 18.04% Class 7.12%

14 TYPE OF REPORTING PERSON

IN



SCHEDULE 13D

ITEM SECURITY AND ISSUER

The Schedule 3D filed with the Securities and Exchange Commission on July 12 2010 the initial 3D
by the Filing Person with respect to the Class Shares and Class Shares of Donegal Group Inc

Delaware corporation the issuel Is hereby amended to furnish the additional information set forth

herein All capitalized terms contained herein but not otherwise defined shall have the meanings ascribed

to such terms In the Initial 13D

ITEM SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION

ITEM OF THE INITIAL 3D IS HEREBY AMENDED TO ADD THE FOLLOWING

The Filing Person owns 3602900 Class Shares and 397100 Class Shares purchased for

$51924532 and $6639668 respectively Including commissions The source of funding for the

purchase of these Shares was personal funds

ITEM OF ThE INITIAL 13D IS HEREBY AMENDED TO ADD ThE FOLLOWING

On November 2011 the FIling Person submitted the following proposal to be presented and voted

upon at the Issuers 2012 Annual Meeting of Shareholders

Resolved that the shareholders of Donegal Group Inc DGr hereby request that the Board of Directors

appoint committee of independent non-management directors who are authorized and directed to

work with Donegal Mutual Insurance Company DMIC to explore strategic alternatives to maximize

shareholder value including consideration of merger of OMIC with another mutual insurer followed by

the sale or merger of DGI Instruct such committee to retain leading investment banking firm to

advise the committee with respect to such strategic alternatives and authorize the committee and

Investment banking firm to solicit and evaluate offers for the merger of DMIC followed by the sale or

merger of DGI

copy of the proposal and supporting statement are attached hereto as Exhibit 7.8

The Filing Person intends to review his Investment in the Issuer on continuing basis Depending on

various factors including without limitation the Issuers financial position results and strategic direction
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price levels of the Class and Class Shares the issuers response to the actions suggested by the

Filing Person actions taken by management and the Board of Directors of the issuer other investment

opportunities available to the Filing Person and capital availability arid applicable regulatory and legal

constraints conditions In the securities and capital markets and general economic and Industry

conditions the Filing Person may from time to time and at any time in the future take such actions with

respect to his Investment In the Issuer as he deems appropriate including but not limited to

communicating with management the Board other stockholders industry participants and other

interested or relevant parties Induding financing sources and financial advisors about the Issuer or

proposing potential or other transaction involving the Issuer and about various other matters including

the operations business strategic plans assets and capital structure of the Issuer or one or more of the

other items described in subparagraphs a-j of item of Schedule 13D requesting or proposing one or

more nominees to the Board of Directors of the Issuer purchasing additional securities of the Issuer in

the open market or otherwise entering into financial instruments or other agreements that increase or

decrease the Filing Persons economic exposure with respect to his Investment In the Issuer and/or

engaging in any hedging or similartransactions with respect to such holdings The Filing Person reserves

the right to change his current plans and Intentions with respect to any and all matters referred to in Item

of Schedule 3D based on any of the foregoing factors or otherwise or to sell or distribute some or all of

his respective holdings In the Issuer at any time and from time to time in the open market in private

transactions or otherwise

ITEM INTEREST IN SECURES OF THE ISSUER

ITEMS AND OF THE INITIAL 130 ARE HEREBY AMENDED AND RESTATED IN ThEIR

ENTIRETY AS FOLLOWS

As of the close of business on November 2011 the Filing Person may be deemed to

beneficially own in the aggregate 3602900 Class Shares and 397100 Class Shares

representing approximately 18.04% and 7.12% respectively of the Issuers outstanding Class

Shares and Class Shares based upon the 19975609 Class Shares and 5576775 Class

Shares stated to be outstanding as of October 31 2011 by the Issuer In the Issuers Form 10-Q

filed with the Securities and Exchange Commission on November 2011

The Filing Person has sole voting power and sole dispositive power with respect to 3602900

Class Shares and 397100 Class Shares The Filing Person has voting power In the

aggregate equal to approximately 9.99%

iTEM 5c OF THE lNAL 13D IS HEREBY AMENDED TO ADD THE FOLLOWING
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The following table sets forth all purchases with respect to Class Shares and Class Shares

effected during the past sixty 60 days by the Filing Person All such transactions were effected

in the open market and the table includes commissions paid

Purchase ft of Class

Price Shares Amount

Per

Date Share Purchased Paid

11/07/11 13.18 400 5277.00

Sale ofCiassB

Price Shares Amount

Per

Date Share Sold Received

11/07/11 16.00 360 5756.20

ITEM MATERIAL TO BE FILED AS EXHIBITS

7.8 Proposal and Supporting Statement

SIGNATURE

After reasonable inquily and to the best of his knowledge and belief the undersigned certifies that

the information set forth in this statement is true complete and correct

DATED November 2011

Gregory Shepard

Page of
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Exhibit 7.8

Greaorv Shenard

FISMA 0MB Memorandum M-07-16

November 72011

Certified Mail

Return Recelot Reauested

Mr Donald IL Nikolaus

President and CEO

Donegal Group Inc

1195 River Road

Marietta PA 17547-0302

Ms Sheri Smith

Corporate Secretary

Donegal Group Inc

1195 River Road

Marietta PA 17547-0302

Re Shareholder Proposal and Supporting Statement

Dear Mr Nikolaus and Ms Smith

Enclosed is shareholder proposal and supporting statement for inclusion in the proxy statement tbr the

annual shareholders meeting of Donegal Group Inc the Company to be held in April 2012

Please know it is my intent to present the attached shareholder proposal at the Companys annual

shareholders meeting

Enclosed is copy of Schedule 13D to be filed with the Securities and Exchange Commission on

November 2011 indicating that am the beneficial owner of 3602900 Class shares and 397100 Class

shares of the common stock of the Company As required by Rule 14a-8 promulgated under the

Securities Act of 19341 have continuously held shares with market value of at least $2000 for longer

than the prevIous year and ii intend to hold these shares through the date of the Companys annual

shareholders meeting

Sincerely

Gregory Shepard



ShAREHOLDER PROPOSAL AND SUPPORTING STATEMENT

Shareholder Proposal

Gregory Shepard FISMA 0MB Memorandum M-07-1 who individually is the beneficial

owner of 3602900 Class shares and 397100 Class shares of common stock of the Company submits

the following proposal

Resolved that the shareholders of Donegal Group Inc DGI hereby request that the Board of

Directors appoint committee of independent non-management directors who are authorized and

directed to work with Donegal Mutual Insurance Company DMIC to explore strategic alternatives to

maximize shareholder value including consideration of merger of DMIC with another mutual insurer

followed by the sale or merger of DO instruct such committee to retain leading investment banking

firm to advise the committee with respect to such strategic alternatives and authorize the committee and

investment banking firm to solicit and evaluate oftbrs for the merger of DMIC followed by the sale or

merger of DGL

Supporting Statement

For many years have invested in publicly traded subsidiaries of mutual insurance companies For

example in the past owned 20% of Meridian Insurance Group Inc MIGi and was the catalyst who

provided the opportunity for State Auto Mutual Insurance Companys merger with Meridian Mutual

Insurance Company followed by State Auto Mutuals purchase of MIGIs publicly iraded shares My
efforts helped to deliver the shares true value to MIOrs publicly iraded shareholders with 135%

premium over the valuation of those shares prior to State Auto Mutuals purchase

DO as public company has several advantages compared with being mutual company the ability

to raise capital additional flexibility to restructure and the ability to provide incentives to management

employees and agents However DGI has not been successful in delivering positive return for its

shareholders DGIs Class and Class stock prices today are respectively 33% and 5% lower than five

years ago

As the owner of approximately 29.5% and 28.9% of the publicly traded Class and Class shares

believe the Companys shares trade at discount of more than 200% to their realizable value if combined

with another mutual insurer Examples of such realization of value include the Nationwide-ALLIED State

Auto-Meridian and recently announced Nationwide-Harleysville transactions As committed investor in

DGI it is my focus for the Company to enhance value for its investors Based upon the aforesaid

examples no amount of rate increases fortuitous avoidance of catastrophic storms or other operational

improvements can unleash realization of DGIs shares true value as will merger of DMIC with another

mutual insurer followed by the purchase of DOTs public shares

If other shareholders also believe that the value of DGI is not reflected in current share prices then the

board and management of DO have an obligation to take steps to realize the shares true value The board

and management of DOT can best do this by taldng the three steps contained in the aforesaid resolution

guided by the advice of an independent investment banker


