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As filed with the Securities and Exchange Commission on June 25, 2010
Registration No. 333-

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form S-4
REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933
Donegal Group Inc.
(Exact name of registrant as specified in its charter)

Delaware 6331 23-2424711
(State or other jurisdiction of (Primary Standard Industrial (LR.S. Employer
incorporation or organization) Classification Code Number) Identification No.)
1195 River Road

Marietta, Pennsylvania 17547
(888) 877-0600
(Address, including zip code, and telephone number, including area code,
of registrant s principal executive offices)

Donald H. Nikolaus
President and Chief Executive Officer
Donegal Group Inc.
1195 River Road
Marietta, Pennsylvania 17547
(888) 877-0600
(Name, address, including zip code, and telephone number,
including area code, of agent for service)

Copies to:
Frederick W. Dreher, Esq. Paul M. Aguggia, Esq.
Kathleen A. Johnson, Esq. Victor L. Cangelosi, Esq.
Duane Morris LLP Kilpatrick Stockton, LLP
30 South 17th Street Suite 900
Philadelphia, PA 19103 607 14th Street, NW
Telephone: 215-979-1234 Washington, DC, 20005-2018
Fax: 215-979-1213 Telephone: 202-508-5854

Fax: 202-585-0904
Approximate date of commencement of proposed sale of the securities to the public: Upon the effective date of

the merger of Union National Financial Corporation with and into Donegal Financial Services Corporation, a
company jointly owned by registrant and Donegal Mutual Insurance Company.
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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. b

If the securities being registered on this Form are being offered in connection with the formation of a holding
company and there is compliance with General Instruction G, check the following box. o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,

check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following

box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting

company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

If applicable, place an X in the box to designate the appropriate rule provisions relied upon in conducting this
transaction:

Exchange Act Rule 13e-4(i) (Cross-Border Issuer Tender Offer) o
Exchange Act Rule 14d-1(d) (Cross-Border Third-Party Tender Offer) o

CALCULATION OF REGISTRATION FEE

Proposed Maximum  Proposed Maximum Amount of

Title of Each Class of Amount to be Offering Aggregate Registration
Securities to be Registered Registered(1) Price per Unit Offering Price Fee
Class A Common Stock
$.01 par value 600,000 shares N/A $24,743,326(2) $1,764.20

(1) Represents the maximum number of shares of Donegal Group Inc. Class A common stock that may be
distributed as merger consideration in connection with the proposed merger to which this registration statement
relates.

(2) Pursuant to Rule 457(f), the registration fee was computed on the basis of $7.475, the market value of the
common stock of Union National Financial Corporation to be exchanged or cancelled in the merger, computed in
accordance with Rule 457(c) on the basis of the average of the high and low prices per share of such common
stock quoted on the OTC Bulletin Board on June 21, 2010 multiplied by 3,310,144 shares of common stock of
Union National Financial Corporation that the registrant s affiliate will receive for surrender or cancellation upon
consummation of the merger.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
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Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this proxy statement/prospectus is not complete and may be changed. Donegal Financial
Services Corporation may not distribute the shares of Class A common stock of Donegal Group Inc. in connection
with the merger described in this proxy statement/prospectus until the registration statement filed with the SEC is
effective. This proxy statement/prospectus is not an offer to sell these securities and it is not soliciting an offer to
buy these securities in any state where the offer or sale is not permitted.

[SUBJECT TO COMPLETION, DATED JUNE 25, 2010]
[UNION NATIONAL FINANCIAL CORPORATION LOGO]

MERGER PROPOSAL YOUR VOTE IS VERY IMPORTANT

To the Shareholders of Union National Financial Corporation:

On April 19, 2010, our board of directors unanimously approved an agreement that provides for our merger with
Donegal Financial Services Corporation, or DFSC. The merger agreement, as amended on May 20, 2010, also
provides for the merger of Union National Community Bank, or UNCB, which we currently own, with and into
Province Bank FSB, or Province, which DFSC currently owns. DFSC is a savings and loan holding company that
Donegal Mutual Insurance Company, or DMIC, and Donegal Group Inc., or DGI, jointly own.

We are sending this proxy statement/prospectus to you to ask you to vote on the adoption of our merger agreement
with DFSC, DMIC, DGI and Donegal Acquisition, Inc., or DAI, and the transactions the merger agreement
contemplates.

If our shareholders adopt the merger agreement, and we subsequently complete the merger, each outstanding share of
our common stock, other than the 248,999 shares DMIC owns and shares as to which the holders perfect dissenters
rights, will be converted into the right to receive $5.05 in cash and 0.2134 share of Class A common stock of DGI.
The merger consideration of $5.05 in cash and 0.2134 share of Class A common stock of DGI is fixed, and will not
change if our stock price or the price of DGI Class A common stock changes. On April 19, 2010, the last trading day
before we announced the merger, the closing price of our common stock on the OTC Bulletin Board, or OTCBB, was
$6.00. Based on the closing price of DGI Class A common stock on the NASDAQ Global Select Market, or
NASDAQ, on April 19, 2010, 0.2134 share of DGI Class A common stock and $5.05 in cash represented
approximately $8.18 in value for each share of our common stock.

Based on the average closing price of DGI Class A common stock for the five trading days ended , 2010,
0.2134 share of DGI Class A common stock and $5.05 in cash represented approximately $  in value for each share
of our common stock.

You should obtain current stock price quotations for DGI Class A common stock which trades on NASDAQ under the
symbol DGICA and our common stock which trades on the OTCBB under the symbol UNNF.OB.

OUR BOARD OF DIRECTORS HAS UNANIMOUSLY DETERMINED THAT THE MERGER AND THE
MERGER AGREEMENT ARE ADVISABLE AND IN THE BEST INTERESTS OF UNNF AND ITS
SHAREHOLDERS AND UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR ADOPTION OF THE
MERGER AGREEMENT. We cannot complete the merger unless the holders of 80% of our issued and outstanding
shares vote to adopt the merger agreement. Whether or not you plan to attend our special meeting of shareholders,
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please vote by completing the enclosed proxy card and returning it to us in the enclosed envelope. If you sign, date
and return your proxy card without indicating how you want to vote, we will count your proxy as a vote FOR
adoption of the merger agreement. If you fail to vote, or you do not instruct your broker how to vote any shares
you hold in street name, it will have the same effect as voting against adoption of the merger agreement.

The accompanying proxy statement/prospectus describes our special meeting, the merger agreement, the transactions
the merger agreement contemplates, the documents related to the merger and related matters. We recommend that
you carefully read this proxy statement/prospectus, including the considerations discussed under Risk Factors
beginning on page 66 and the appendices to this proxy statement/prospectus, which include the merger
agreement.

On behalf of our board of directors, I thank you for your prompt attention to this important matter.
Sincerely,

Mark D. Gainer
Chairman, President and Chief Executive Officer

, 2010

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the DGI Class A common stock to be distributed under this proxy statement/prospectus or
determined if this proxy statement/prospectus is accurate or adequate. Any representation to the contrary is a
criminal offense.

Shares of DGI Class A common stock are not savings or deposit accounts or other obligations of any bank or
savings association and they are not insured by the Federal Deposit Insurance Corporation or any other
governmental agency.

The date of this proxy statement/prospectus is , 2010, and we are first mailing or otherwise delivering it to
our shareholders on or about , 2010.
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[UNNF LOGO]

570 Lausch Lane, Suite 300
Lancaster, Pennsylvania 17601

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD , 2010

WE HEREBY GIVE NOTICE that we will hold a special meeting of our shareholders at a.m., prevailing time,
on , 2010 at The Eden Resort Inn , 222 Eden Road, Lancaster, Pennsylvania 17601, for the following purposes,
all of which we describe in greater detail in the subsequent pages of this proxy statement/prospectus:

(1) to consider and vote upon a proposal to adopt the Agreement and Plan of Merger, dated as of April 19, 2010, and
as amended as of May 20, 2010, among Donegal Acquisition Inc., Donegal Financial Services Corporation, Donegal
Group Inc., and Donegal Mutual Insurance Company and us, and the consummation of the transactions the merger
agreement contemplates as discussed in this proxy statement/prospectus.

(2) to consider and vote upon a proposal to approve the adjournment of our special meeting, if necessary, to permit the
further solicitation of proxies if sufficient votes have not been cast at the time of our special meeting to adopt the
merger agreement; and

(3) to transact any other business properly presented for action at our special meeting and any adjournment or
postponement of our special meeting.

You should read this proxy statement/prospectus in its entirety before you vote. We have included a copy of the
merger agreement as Appendix A to this proxy statement/prospectus. Only our shareholders as of the close of business
on , 2010 are entitled to notice of, and to vote at, our special meeting and any adjournment or postponement of
our special meeting.

This notice also constitutes notice of your right to dissent from the merger and, upon compliance with the
requirements of Subchapter D of Chapter 15 of the Pennsylvania Business Corporation Law of 1988, or PBCL, to
receive the appraised fair value of your shares. We have included a copy of the relevant sections of the PBCL
regarding dissenters rights as Appendix C to this proxy statement/prospectus.

Our board of directors has unanimously approved the merger agreement and recommends that you vote FOR
adoption of the merger agreement and FOR the adjournment of our special meeting.

Whether or not you expect to attend our special meeting in person, we urge you to vote. Please sign, date and

promptly return the enclosed proxy. We enclose a self-addressed envelope for your convenience; no postage is

required if mailed in the United States. If you submit a signed and dated proxy card but do not indicate how you want

to vote your shares, the persons named as proxies in the enclosed proxy will vote your shares FOR the adoption of the
merger agreement and FOR the adjournment of our special meeting. Returning your proxy will not prevent you from
attending our special meeting and voting in person if you wish to vote in person. You may revoke your proxy and vote

in person at any time before we vote your proxy.

Please do not send any stock certificates at this time. Thank you for your cooperation.

By order of our board of directors,

Table of Contents 7



Edgar Filing: DONEGAL GROUP INC - Form S-4

Mark D. Gainer
Chairman, President and Chief Executive Officer

Lancaster, Pennsylvania
,2010
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WHERE YOU CAN FIND MORE INFORMATION

In this proxy statement/prospectus, you refers to the shareholders of UNNF, we, us, our or UNNF refers to Unic
National Financial Corporation, UNCB refers to Union National Community Bank, DAI refers to Donegal

Acquisition Inc., DMIC refers to Donegal Mutual Insurance Company, DGI refers to Donegal Group Inc., DFSC

refers to Donegal Financial Services Corporation, Province refers to Province Bank FSB and the Donegal parties

refers to one or more of DAI, DMIC, DGI, DFSC and Province as the context requires. Also, we refer to the mergers

between DAI and UNNF and between UNNF and DFSC as the merger, and the agreement and plan of merger dated as

of April 19, 2010, and as amended as of May 20, 2010, among the Donegal parties and UNNF as the merger

agreement.

Both UNNF and DGI file annual, quarterly and special reports, proxy statements and other information with the
Securities and Exchange Commission, or SEC, under the Securities Exchange Act of 1934 as amended, or the

1934 Act. You may obtain copies of these documents by mail from the public reference room of the SEC at

100 F Street, N.E., Room 1580, Washington, D.C. 20549, at prescribed rates. You may also call the SEC at

(800) SEC-0330 for further information on the public reference room. In addition, UNNF s and DGI s SEC filings are
also available to the public from commercial document retrieval services and at the website the SEC maintains at

WWW.SEC.ZOV.

This proxy statement/prospectus incorporates by reference important business and financial information and risk
factors about DGI from documents that DGI has previously filed with the SEC. We are not required to include, and
have not included, these documents as part of this proxy statement/prospectus. See Incorporation of Certain
Documents by Reference on page 126. You may obtain these documents from DGI at DGI s address and telephone
number listed below without charge upon written or oral request:

Donegal Group Inc.

1195 River Road

Marietta, Pennsylvania 17547
Attention: Jeffrey D. Miller
Telephone: (888) 877-0600

In order to ensure timely delivery of the documents, you must request the information no later than , 2010.

DGI has filed a registration statement on Form S-4 to register with the SEC under the Securities Act of 1933, as
amended, or the 1933 Act, relating to 600,000 shares of DGI Class A common stock. DFSC will distribute the
600,000 shares of DGI Class A common stock as merger consideration to our shareholders pursuant to the merger
agreement. This proxy statement/prospectus is a part of that registration statement. As SEC rules permit, this proxy
statement/prospectus does not contain all of the information included in the registration statement or in the exhibits or
schedules to the registration statement. You may read and copy the registration statement, including any amendments,
schedules or exhibits, at the addresses listed above. Statements contained in this proxy statement/prospectus are not
necessarily complete. In each case, you should refer to the copy of the applicable document or contract filed as an
exhibit to the registration statement.

DGI Class A common stock trades on the NASDAQ Global Select Market, or NASDAQ, under the symbol DGICA,
and UNNF common stock trades on the OTC Bulletin Board, or OTCBB, under the symbol UNNF.OB.

v
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND OUR SPECIAL MEETING
Q. What items of business will we ask our shareholders to consider at our special meeting?

A. At our special meeting, we will ask our shareholders to vote in favor of the adoption of the merger agreement.
We sometimes refer to this proposal as the merger proposal in this proxy statement/prospectus. We will also ask
our shareholders to vote in favor of any necessary adjournment of our special meeting to solicit additional proxies
in favor of the adoption of the merger agreement if we have not received sufficient votes to adopt the merger
agreement at the time of our special meeting. We sometimes refer to this proposal as the adjournment proposal in
this proxy statement/prospectus.

Q. What should I do now?

A. You should first carefully read this proxy statement/prospectus, including the appendices and the documents DGI
has incorporated by reference in this proxy statement/prospectus. After you have decided how you wish to vote
your shares, please return your proxy using one of the methods we describe below so that your shares will be
represented and voted at our special meeting.

Q. What will I receive in exchange for my UNNF shares if the merger takes place?

A. Upon consummation of the merger, you will have the right to receive in exchange for each share of our common
stock:

0.2134 share of DGI Class A common stock; and
$5.05 in cash.
Q. What does our board of directors recommend?

A. Our board of directors has unanimously determined that the merger is fair to you and in your and our best
interests and unanimously recommends that you vote FOR the merger proposal and the adjournment proposal.

In making this determination, our board of directors considered the opinion of Sandler O Neill & Partners, L.P., or
Sandler O Neill, our independent financial advisor, as to the fairness to us and you from a financial point of view
of the cash and DGICA shares you will receive pursuant to the merger agreement. Our board of directors also
reviewed and evaluated the terms and conditions of the merger agreement and the merger with the assistance of
our independent legal counsel.

Q. What was the opinion of our financial advisor?

A. Sandler O Neill presented an opinion to our board of directors to the effect that, as of April 19, 2010, and based
upon the assumptions Sandler O Neill made, the matters it considered and the limitations on its review as set forth
in its opinion, the merger consideration provided for in the merger agreement is fair to us and you from a

financial point of view.

Q. Why is my vote important?
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A. Pennsylvania law and our articles of incorporation require the affirmative vote of the holders of 80% of our
outstanding shares of common stock to approve the merger proposal. Therefore, abstentions, broker non-votes
and failures to vote will have the same effect as a vote against adoption of the merger agreement

Q. How do I vote my shares?
A. [If you are a registered shareholder of UNNF (that is, if your stock is registered in your name), you may attend our
special meeting and vote in person or you may vote by proxy. To vote by proxy, please mark, sign and date your

proxy card and return it in the postage-paid envelope we have enclosed.

vi
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Q.

A.

What if I do not specify how I want to vote my shares on my proxy card?

If you submit a signed and dated proxy card but do not indicate how you want to vote your shares, we will vote
your shares:

FOR the adoption of the merger agreement; and

FOR approval of any necessary adjournment of our special meeting.
Our board of directors does not currently intend to bring any other proposal before our special meeting. If other
proposals requiring a vote of shareholders properly come before our special meeting in compliance with our
by-laws, the persons named as proxies will vote your shares in accordance with their judgment.

What if I fail to instruct my broker?

Your broker may not vote your shares without instructions from you. You should follow the instructions you will
receive from your broker and instruct your broker how you want to vote your shares.

Can I attend the special meeting and vote my shares in person?

Yes. We invite all shareholders to attend our special meeting. Holders of record can vote in person at our special
meeting by executing a ballot we will make available at our special meeting. If a broker holds your shares in
street name, you are not a holder of record and you must obtain a written proxy in your name from your broker in
order to vote those shares at our special meeting.

May I change my vote after I have voted?

Yes. If you have not voted through your broker, you may change your vote after you have returned your proxy
by:

submitting written notice of revocation to our corporate secretary;
submitting a new proxy by mail, telephone or internet; or
voting in person at our special meeting.

However, simply attending our special meeting without voting will not revoke any proxy you previously
submitted.

If you have instructed your broker or other nominee to vote your shares, you should follow the instructions of
your broker or other nominee regarding the revocation of proxies.

When do you expect to complete the merger?

We anticipate that DFSC will obtain all necessary regulatory approvals to consummate the merger in the third
quarter of 2010, assuming we and DFSC satisfy all of the other conditions to the completion of the merger.
However, we cannot assure you when or if the merger will occur. We must first obtain the approval of the holders
of 80% of our outstanding common stock at our special meeting and we and DFSC must obtain the requisite
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regulatory approvals to complete the merger.
Q. Should I send my stock certificates now?

A. No. Holders of our common stock should not submit their stock for exchange until they receive transmittal
instructions from the exchange agent.

Q. What rights do I have to dissent from the merger?

A. If you do not vote in favor of the merger proposal and you comply precisely with the applicable procedural
requirements, the Pennsylvania Business Corporation Law of 1988, or the PBCL, entitles you to request the
appraised fair value of your shares. You must carefully and precisely follow the applicable procedures under the
PBCL in order to exercise your dissenters rights. We have included a complete copy of the relevant sections of
the PBCL as Appendix C to this proxy statement/prospectus. The fair value of your shares

vii
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as determined in a dissenters rights proceeding may be more or less than the merger consideration you have the
right to receive from DFSC under the merger agreement.

Q. What will happen to the UNNF shares that DMIC owns?

A. DMIC currently owns 248,999 shares, or approximately 9.1%, of our outstanding common stock. DMIC has
advised us that DMIC will vote those shares in favor of the merger proposal and the adjournment proposal. The
merger agreement provides that DMIC will contribute these shares to the capital of DFSC and that DFSC will
surrender the shares for cancellation at the effective time of the merger.

Q. Who can answer my questions?

A. [If you have questions about the merger, please call Michael D. Peduzzi, Executive Vice President and Chief
Financial Officer, at (877) 653-1441.

viii
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SUMMARY

This summary highlights selected information included in this proxy statement/prospectus but the summary does not
contain all of the information that may be important to you. We encourage you to read carefully this entire proxy
statement/prospectus and its appendices and the other documents to which we refer before you decide how to vote on

the merger proposal. In addition, we incorporate by reference into this proxy statement/prospectus important business
and financial information about DGI. For a description of this information, see Incorporation of Certain Documents by
Reference on page 126. You may obtain the information incorporated by reference in this proxy statement/prospectus
by following the instructions in Where You Can Find More Information on page v. In this summary, we have included
page references to direct you to a more detailed description of the matters described in this summary.

This proxy statement/prospectus and the documents DGI incorporates by reference in this proxy statement/prospectus
contain forward-looking information within the meaning of the Private Securities Litigation Reform Act of 1995.
These forward-looking statements include, but are not limited to:

statements of goals, intentions and expectations;
statements regarding business plans, prospects, growth and operating strategies; and
statements regarding estimates of risks and future costs and benefits.

You can identify forward-looking statements by their use of words such as expects, anticipates, intends, plans,
believes, seeks, estimates or words of similar meaning. DGI has based its forward-looking statements on the current

beliefs and expectations of DGI s management. Such statements are inherently subject to significant business,

economic and competitive uncertainties and contingencies, many of which are beyond the ability of DGI to control. In

addition, these forward-looking statements make certain assumptions with respect to future business strategies and

decisions that may change. Actual results may differ materially from the anticipated results DGI discusses in these

forward-looking statements. See Cautionary Statement Regarding Forward-Looking Statements on page 70.

We have included the entire text of the merger agreement as Appendix A to this proxy statement/prospectus.

UNNEF provided the information contained in this proxy statement/prospectus with respect to UNNF, and DGI
provided the information in this proxy statement/prospectus with respect to the Donegal parties.

The Parties
The Donegal Parties (DMIC, DGI, DFSC, DAI and Province) (Page 74)
DMIC

DMIC commenced business as a mutual fire insurance company in Pennsylvania in 1889. Since 1986, when DMIC
formed DGI and DGI formed an insurance company subsidiary, Atlantic States Insurance Company, or ASIC, DMIC
and the insurance company subsidiaries of DGI have conducted business together as the Donegal Insurance Group.
The Donegal Insurance Group writes personal and commercial lines of property and casualty insurance in 18
Mid-Atlantic, Southern and Midwestern states. During 2010, A.M. Best Company, a leading insurance rating firm,
reported that the Donegal Insurance Group ranked 116th among property and casualty insurance companies in the
United States based on net premiums written during 2009, and A.M. Best Company assigned the Donegal Insurance
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Group an A.M. Best rating of A (Excellent). The Donegal Insurance Group has also received the Wards Top 50 award
for each of the past five years.

In the mid-1980 s, DMIC recognized that, as a small mutual insurance companys, it needed to develop additional
sources of capital and surplus to remain competitive, have the capacity to expand its business and assure its long-term
viability. As a strategic response, in 1986, DMIC formed DGI as a downstream insurance holding company, and DGI
organized ASIC as its subsidiary. DMIC and ASIC then entered into a proportional reinsurance agreement, or pooling
agreement. Under this pooling agreement, DMIC and ASIC pool

1
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substantially all of their respective premiums, loss and loss expenses. DMIC currently cedes 80% of the pooled
business to ASIC because of its access to public sources of capital as a subsidiary of DGI.

The following summary financial information of DMIC is presented on the statutory basis of accounting required by
the National Association of Insurance Commissioners and does not represent financial information prepared in
accordance with generally accepted accounting principles. At March 31, 2010, DMIC had admitted assets of

$325.2 million and policyholders surplus of $170.0 million. At March 31, 2010, DMIC had total liabilities of
$155.2 million, including debt of $13.0 million, reserves for net losses and loss expenses of $46.8 million and
unearned premiums of $29.3 million. DMIC s investment portfolio of $255.4 million at March 31, 2010 consisted
primarily of investment-grade bonds of $18.0 million and its investment in DGI common stock. At March 31, 2010,
DMIC owned 8,355,184 shares, or approximately 42%, of DGI s Class A common stock outstanding at that date,
which DMIC carried on its books at March 31, 2010 at $111.2 million, and 4,180,234 shares, or approximately 75%,
of DGI s Class B common stock outstanding at that date, which DMIC carried on its books at March 31, 2010 at
$55.6 million.

DGl

DGI is a Delaware business corporation that DMIC formed in 1986 for the reasons described above. DGI currently
has six insurance subsidiaries that offer personal and commercial lines of property and casualty coverages exclusively
through a network of approximately 2,000 independent insurance agents. The personal lines products consist primarily
of homeowners and private passenger automobile policies. The commercial lines products consist primarily of
commercial automobile, commercial multi-peril and workers compensation policies. At March 31, 2010, DGI had
assets of $936.0 million and shareholders equity of $385.4 million.

DFSC

DFSC is a Delaware business corporation formed in 2000 to own Province. DMIC owns 51.8% of DFSC and DGI
owns 48.2% of DFSC. The Office of Thrift Supervision, or the OTS, is the primary federal regulator of Province and
also regulates DMIC, DGI and DFSC as members of a unitary savings and loan holding company. DFSC does not
currently conduct any business other than its ownership of the stock of Province.

DAI

DAI is a Delaware business corporation DFSC formed in April 2010 solely for the purpose of facilitating UNNF s
merger with DFSC. DAI will conduct no business activities before or after the merger.

Province

Province is a federally chartered savings bank that DMIC and DGI formed in 2000. Province has three branch
locations in western Lancaster County and focuses on providing community banking services, including residential
and commercial real estate loans, small business loans and consumer loans. At March 31, 2010, Province had assets of
$102.5 million, $84.5 million in deposits and shareholders equity of $17.5 million.

The location of the principal executive offices of the Donegal parties is 1195 River Road, Marietta, Pennsylvania,
17547. DGI s telephone number is (888) 877-0600 and DGI s website address_is www.donegalgroup.com. The

information on DGI s website is not a part of this proxy statement/prospectus.

UNNF (Page 75)
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We are a Pennsylvania business corporation UNCB formed in 1986 to serve as a bank holding company. We
commenced business on January 2, 1987. Our primary business is the ownership and management of UNCB.

The location of our principal executive offices is 570 Lausch Lane, Suite 300, Lancaster, Pennsylvania 17601. Our
telephone number is (717) 492-2222 and our website address is www.uncb.com. The information on our website is
not part of this proxy statement/prospectus.
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Our Special Meeting (Page 71)

This section contains information for our shareholders about the special meeting of shareholders we have called to
consider the approval of the merger proposal and related matters.

General (Page 71)

We are furnishing this proxy statement/prospectus to you for use at our special meeting and any adjournment or
postponement of our special meeting.

When and Where We Will Hold Our Special Meeting (Page 71)

We will hold our special meeting held on , 2010, at a.m., prevailing time, at The Eden Resort Inn, 222 Eden
Road, Lancaster, Pennsylvania, subject to any adjournment or postponement of our special meeting.

The Matters Our Shareholders Will Consider (Page 71)
The purpose of our special meeting is to consider and vote upon:
Proposal 1 A proposal to adopt the merger agreement;

Proposal 2 A proposal to grant discretionary authority to adjourn our special meeting if necessary to permit
further solicitation of proxies because we have not received sufficient votes at the time of our special meeting
to adopt the merger agreement; and

Any other business that properly comes before our special meeting and any adjournment or postponement of
our special meeting.

Our shareholders must approve Proposal 1 for the merger to occur. If our shareholders fail to approve this proposal,
the merger will not occur.

At this time, our board of directors is unaware of any other matters, other than as set forth above, that we will present
for action at our special meeting. If a shareholder presents another matter in compliance with our by-laws, the persons
named as proxies will vote in accordance with their judgment with respect to such matter.

Record Date; Shares Outstanding and Entitled to Vote (Page 72)

Our board of directors has fixed the close of business on , 2010 as the record date for the determination of
holders of our common stock entitled to notice of, and to vote at, our special meeting and any adjournment or
postponement of our special meeting.

On the record date, we had issued and outstanding shares of our common stock entitled to vote at our special
meeting, held by approximately holders of record. Each holder is entitled to cast one vote for each share of our
common stock held on all matters that come before our shareholders at our special meeting in compliance with our

by-laws.

Quorum (Page 72)
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The presence, in person or by properly executed proxy, of the holders of at least a majority of our outstanding shares
of common stock on the record date is necessary to constitute a quorum at our special meeting. We will count
abstentions for the purpose of determining whether a quorum is present. A quorum must be present in order for the
vote on the merger proposal and the adjournment proposal to occur.

Based on the number of shares of our common stock issued and outstanding as of the record date, shares of our
common stock must be present in person or represented by proxy at our special meeting to constitute a quorum.

3
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Shareholder Vote Required (Page 72)

Adopt the Merger Agreement. The affirmative vote of the holders of 80% of our issued and outstanding common
stock entitled to vote thereon is required to approve the adoption of the merger agreement. Accordingly, we urge you
to complete, date and sign the accompanying proxy card and return it promptly in the enclosed postage-paid envelope.

When considering our board of directors recommendation that you vote in favor of the adoption of the merger
agreement, you should be aware that certain of our executive officers and directors have interests in the merger that
may be different from, or in addition to, your interests as a shareholder. See The Merger Interests of Our Directors
and Executive Officers in the Merger beginning on page 94.

Discretionary Authority to Adjourn Our Special Meeting. The affirmative vote of the holders of a majority of the
votes present, in person or by proxy, at our special meeting entitled to vote on the adjournment proposal is required to
approve the proposal to grant discretionary authority to adjourn our special meeting if necessary to permit further
solicitation of proxies for the merger proposal.

Director and Executive Officer Voting (Page 73)

As of the record date, our directors and executive officers and their affiliates beneficially owned 276,702 shares of our
common stock, or approximately 9.7% of the issued and outstanding shares of our common stock entitled to vote at
our special meeting.

Proxies (Page 73)

Voting. You should complete and return the proxy card accompanying this proxy statement/prospectus in order to
ensure that your vote will be counted at our special meeting and at any adjournment or postponement of our special
meeting, regardless of whether you plan to attend our special meeting. If you sign, date and return your proxy card and
do not indicate how you want to vote, we will count your proxy card as a vote in favor of approval of the merger
proposal and in favor of approval of the adjournment proposal.

If you hold your shares of our common stock in the name of a bank, broker, nominee or other holder of record, you
will receive instructions from the bank, broker, nominee or other holder of record that you must follow in order for

them to vote your shares of our common stock on your behalf.

Revocability. You may revoke your proxy at any time before we conduct the vote at our special meeting. If you have
not voted through a bank, broker, nominee or other holder of record, you may revoke your proxy by:

submitting written notice of revocation to our corporate secretary any time before we conduct the vote at our
special meeting;

submitting a properly executed proxy with a later date; or
voting in person at our special meeting.

However, simply attending our special meeting without voting will not revoke an earlier proxy.
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You should address any written notice of revocation and other communications regarding the revocation of your
proxy to:

Union National Financial Corporation
570 Lausch Lane, Suite 300
Lancaster, Pennsylvania 17601
Attention: Mary K. Rossi, Secretary

If you hold your shares in the name of a bank, broker, nominee or other holder of record, you should follow the
instructions of the bank, broker, nominee or other holder of record regarding the revocation of proxies.

4
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The death or incapacity of a shareholder who executes and returns a proxy will not revoke that shareholder s proxy
unless our corporate secretary receives notice of the death or incapacity of that shareholder before the proxies vote the
shares of our common stock represented by such proxy.

How We Count Proxies. We will vote all shares of our common stock represented by properly executed and dated
proxies received before or at our special meeting, and not revoked, in accordance with the instructions indicated in the
proxies.

We will count a properly executed and dated proxy marked ABSTAIN as present for purposes of determining the
presence of a quorum.

Brokers may not vote shares of our common stock that they hold of record either for or against the approval of the
merger proposal or the adjournment proposal without specific instructions from the person who beneficially owns
those shares. Therefore, if a broker holds your shares, you must give your broker instructions on how to vote your
shares.

Solicitation. We will pay for the costs of our special meeting and for the mailing of this proxy statement/prospectus to
our shareholders, as well as all other costs we incur in connection with the solicitation of proxies from our
shareholders. However, DFSC and we will share equally the cost of printing this proxy statement/prospectus and the
filing fees paid to the SEC.

In addition to soliciting proxies by mail, our directors, officers and employees and directors of Province may solicit
proxies by telephone, over the internet or in person. We will not specially compensate our directors, officers and
employees for these activities. We also intend to request that brokers, banks, nominees and other holders of record
solicit proxies from their principals, and we will reimburse the brokers, banks, nominees and other holders of record
for certain expenses they incur for those activities.

We have retained the firm of Georgeson, Inc. to assist us in the solicitation of proxies, and we have agreed to pay
Georgeson, Inc. $9,000, plus reimbursable expenses, for its services.

Recommendation of Our Board of Directors (Page 74)

Our board of directors unanimously approved the merger agreement and the transactions the merger agreement
contemplates. Based on our reasons for the merger we describe in this proxy statement/prospectus, our board of

directors believes that the merger is advisable and in our and your best interests. Accordingly, our board of directors
unanimously recommends that our shareholders vote FOR the merger proposal and FOR the adjournment proposal.
See The Merger Our Board of Directors Reasons for the Merger; Recommendation beginning on page 82, for a more
detailed discussion of our board of directors recommendation.

Attending Our Special Meeting (Page 74)
If you hold your shares in street name and you want to attend our special meeting, you must bring an account

statement or letter from your holder of record showing that you were the beneficial owner of the shares on ,
2010, the record date for our special meeting.

The Merger

Certain Effects of the Merger (Pages 100 to 101)
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Upon consummation of the merger:
Each share of our common stock, other than the shares DMIC owns and shares held by holders who perfect
dissenters rights, will automatically convert into the right to receive, subject to the provisions of the merger
agreement:

0.2134 share of DGI Class A common stock; and

$5.05 in cash.
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We will cease to exist as a separate legal entity and DFSC and Province will conduct all of our operations.
Province will conduct its banking business under a name that DFSC and we will select.

Stock Options (Page 101)

The merger agreement provides that we will use commercially reasonable efforts to obtain from each holder of an
option to purchase our common stock such holder s consent to the surrender and cancellation of such option prior to
the effective date of the merger.

Opinion of Our Financial Advisor in Connection with the Merger (Pages 84 to 92)

Sandler O Neill, our independent financial advisor in connection with the merger, delivered a written fairness opinion
to our board of directors on April 19, 2010, the date we executed the merger agreement, that, as of April 19, 2010, and
based upon and subject to the factors and assumptions set forth in Sandler O Neill s opinion, the merger consideration
in the merger is fair, from a financial point of view, to the holders of shares of our common stock.

Appendix B to this proxy statement/prospectus sets forth the full text of the Sandler O Neill opinion and includes the
assumptions Sandler O Neill made, the procedures Sandler O Neill followed, the matters Sandler O Neill considered
and the limitations on the review Sandler O Neill undertook in connection with its opinion. Sandler O Neill provided
its opinion for the information and assistance of our board of directors in connection with its consideration of
the merger. The Sandler O Neill opinion is not a recommendation as to how you should vote with respect to the
merger or any related matter. We encourage you to read the Sandler O Neill opinion in its entirety.

Interests of Our Directors and Executive Officers in the Merger (Page 94)

In considering the recommendation of our board of directors that you vote FOR the merger proposal and FOR the
adjournment proposal, you should be aware that certain of our executive officers and directors have employment and
other compensation agreements or plans that give them interests in the merger that are different from, or in addition to,
your interests as a shareholder. These interests relate to or arise from, among other things:

the continued indemnification of our current directors and executive officers under the merger agreement and
providing these individuals with directors and officers insurance;

the agreement of DFSC and Province to honor the existing employment and change of control agreements for
eight of our officers, including our executive officers, unless and until such officers individually determine to
execute a mutually acceptable employment agreement with DFSC and Province;

the agreement of DFSC and Province to honor Mr. Gainer s existing employment agreement and amended and
restated executive salary continuation agreement, or the salary agreement, unless and until Mr. Gainer, DFSC
and Province execute a mutually acceptable employment agreement and a mutually acceptable amended and
restated salary agreement;

the appointment of Mark D. Gainer and two other current members of our board of directors to DFSC s board
of directors and their receipt of directors fees in connection therewith; and

the appointment of Mark D. Gainer and four other current members of UNCB s board of directors to the board
of directors of Province and their receipt of directors fees in connection therewith.
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We cannot complete the merger without the prior approval of the Office of Thrift Supervision, or OTS, and notice to
the Pennsylvania Department of Banking, or the Department. DFSC is in the process of supplying the pro forma
financial information the OTS has requested prior to the submission of a formal application for approval of the merger
and providing the requisite notice to the Department. While DFSC does
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not know of any reason why the OTS would not grant the necessary approval in a timely manner, we can give you no
assurance that the OTS will approve the merger, at all or on a timely basis or that such approval would not be subject
to one or more burdensome conditions that would entitle DFSC to terminate the merger agreement. DMIC will not be
required to obtain any approval from the Pennsylvania Insurance Department in connection with the merger.

Conditions to the Merger (Page 106)

Currently, we expect to complete the merger in the third quarter of 2010. However, the completion of the merger
depends on the satisfaction of a number of conditions or, where legally permissible, the waiver of those conditions.
These conditions include, among others:

approval of the merger proposal by the holders of 80% of our outstanding shares of common stock entitled to
vote at our special meeting;

subject to certain limited exceptions and except as otherwise previously disclosed to the other party, the
representations and warranties of the parties to the merger agreement must be true and correct unless the failure
of the representations and warranties to be true and correct would not have and would not reasonably be
expected to have, individually or in the aggregate, a material adverse effect on the representing party;

the receipt of all regulatory approvals needed to complete the merger, including the approval of the OTS and
the provision of specified notice to the Department, and the absence of the imposition of materially
burdensome conditions by the OTS and any other regulatory agencies whose regulatory approval is necessary
for the completion of the merger;

the absence of any law, statute, rule, regulation, order, decree or injunction that would effectively prohibit the
merger or make completion of the merger illegal;

DGI s registration statement, of which this proxy statement/prospectus forms a part, shall have become
effective and no stop order suspending its effectiveness shall have been issued and the SEC shall not have
initiated or threatened any proceedings for that purpose;

UNCB shall not have delinquent loans, as defined in the merger agreement, that exceed $37.5 million as of the
end of the month preceding the month in which the closing of the merger is scheduled to occur;

NASDAAQ shall have approved for listing the shares of DGI Class A common stock that DFSC will distribute
to our shareholders as part of the merger consideration;

DFSC shall have delivered the merger consideration to the exchange agent not later than the day prior to the
closing date; and

DFSC and we shall have received all necessary third party consents.
Although we anticipate the closing of the merger will occur during the third quarter of 2010, because the satisfaction
of certain conditions to the merger is beyond our control, neither DFSC nor we can be certain when, or if, DFSC and
we can satisfy the conditions to the merger, or agree to waive such conditions or whether or not we will be able to

complete the merger.

Non-Solicitation (Page 105)
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Subject to certain exceptions, we have agreed not to initiate, solicit, induce or knowingly encourage any third party to
make any inquiries or proposals to acquire us or enter into an agreement to acquire us with a third party. However, the
merger agreement does permit us, under specified circumstances, to respond to an acquisition proposal we have not
solicited or an inquiry from a third party, which our board of directors believes in good faith is or is reasonably likely
to result in a merger proposal that is superior to the DFSC merger proposal. In those specified circumstances, we may
furnish the third party with information about us and conduct negotiations with such third party.
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Litigation Related to the Merger (Page 108)
Certain litigation is pending in connection with the Merger. See The Merger Litigation Related to the Merger.
Termination of the Merger Agreement (Page 107)

We and DFSC may mutually agree to terminate the merger agreement before completing the merger, even after our
shareholders approve the merger proposal.

Either DFSC or we may terminate the merger agreement, even after our shareholders approve the merger proposal, if
certain conditions have not been met, such as:

failure to obtain the necessary regulatory approvals for the merger unless the failure is due to the terminating
party s failure to perform or observe its covenants in the merger agreement;

failure to complete the merger by December 31, 2010, unless the reason for the failure not to consummate the
merger by that date is a failure by the terminating party to perform or observe its covenants and agreements in
the merger agreement;

the non-terminating party s breach of a representation, warranty, covenant, agreement or other obligation
contained in the merger agreement that would make it impossible to satisfy the closing conditions, provided the
terminating party is not then in material breach of any of its representations, warranties, covenants, agreements
or other obligations in the merger agreement; or

failure of the holders of 80% of our outstanding common stock to approve the merger proposal, provided we
are not in material breach of our obligations to hold our special meeting and our board of directors is not in
breach of its covenant to recommend such approval.

DFSC may terminate the merger agreement at any time prior to our special meeting if we have:
breached our obligation not to initiate, solicit or encourage or take any action to facilitate another proposal to
acquire us, participate in any discussions or negotiations relating to another proposal to acquire us or, except as
permitted by and subject to certain terms of the merger agreement, approve, recommend or enter into any letter
of intent, agreement or other commitment relating to another proposal to acquire us;
failed to have our board of directors recommend approval of the merger proposal by our shareholders or our
board of directors shall have changed its recommendation, except as permitted by the merger agreement with
respect to a proposal to acquire us on terms and conditions superior to those in the merger agreement;
recommended approval of another proposal to acquire us; or
failed to call, give notice of, convene and hold our special meeting.

We may terminate the agreement at any time prior to the mailing date of this proxy statement/prospectus our special

meeting in order to enter into an agreement relating to an acquisition proposal that has terms superior to those of the
merger agreement from the perspective of our shareholders.
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Except as provided below with respect to termination fees and expenses and the parties respective confidentiality
obligations in the event DFSC or we terminate the merger agreement, neither of us will have any liability or obligation
other than liabilities or damages incurred by either of us as a result of our willful breach of any of our respective
representations, warranties, covenants or agreements contained in the merger agreement.
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Expenses; Termination Fee (Page 108)
The merger agreement provides that we will pay DFSC a termination fee of $800,000 if:

we terminate the merger agreement in order to enter into an agreement relating to an acquisition proposal that
has terms superior to those of the merger agreement from the perspective of our shareholders;

DFSC t