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Item 1.01. Entry into a Material Definitive Agreement.

Effective October 14, 2005, Donegal Mutual Insurance Company (the “Mutual Company™), an affiliate of the Registrant, entered into an Agreement and
Release with Ralph G. Spontak, a former executive officer of the Registrant, pursuant to which the Mutual Company has agreed to pay Mr. Spontak two
weeks of severance payments for each of Mr. Spontak’s 22 years of service with the Mutual Company and its affiliates. The aggregate amount of the
settlement payments is $240,307, payable in bi-weekly installments of $10,923.07 each, less applicable tax deductions and withholdings. The Mutual
Company also agreed to pay the Mutual Company’s share of monthly premiums in order to allow Mr. Spontak to remain covered under the Mutual
Company’s medical and dental insurance plans for a period of ten months, and Mr. Spontak is entitled to his vested rights under other benefit plans of the
Mutual Company and its affiliates. Mr. Spontak has agreed to release the Mutual Company and its affiliates from all known and unknown claims, as described
in the Agreement and Release, that Mr. Spontak may have against the Mutual Company and its affiliates.

As previously reported, Mr. Spontak resigned his positions with the Mutual Company and its affiliates effective as of September 26, 2005.
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