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Calculation of Filing Fee

Transaction valuation* Amount of filing fee*

$314,734,608 $31,694

k3k

The maximum aggregate value was determined based upon the sum of: (1) 9,727,191 common shares multiplied by $32.00 per share (excluding common
shares owned by subsidiaries of AFG); (2) stock options to purchase 180,000 common shares with an exercise price per share below $32.00 multiplied by
$7.78 per share (the difference between $32.00 and the weighted average exercise price of $24.22 per share); and (3) 64,503 restricted common shares
multiplied by $32.00 per share.

The filing fee was calculated in accordance with Rule 0-11 under the Securities and Exchange Act of 1934, as amended, by multiplying the transaction
value by 0.0001007.

Check box if any part of the fee is offset as provided by Rule 0-11(a)(2) and identify the filing with which the offsetting fee was previously paid. Identify
the previous filing by registration statement number, or the form or schedule and date of its filing.

Amount Previously Paid: $31,694 Filing Party: National Interstate Corporation
Form or Registration No.: Schedule 14A Date Filed: August 15, 2016

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR
DISAPPROVED OF THIS TRANSACTION, PASSED UPON THE MERITS OR FAIRNESS OF THIS TRANSACTION, OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THE DISCLOSURE IN THIS SCHEDULE 13E-3. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.




Introduction

This Rule 13E-3 Transaction Statement on Schedule 13E-3, together with the exhibits hereto (the “Schedule 13E-3” or the “Transaction Statement”), is
being filed with the Securities and Exchange Commission (the “SEC™) pursuant to Section 13(e) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), by: (i) American Financial Group, Inc. (“AFG”), an Ohio corporation, (ii) Great American Insurance Company (“Parent”), an Ohio
corporation and a direct wholly-owned subsidiary of AFG, (iii) GAIC Alloy, Inc. (“Merger Sub” and, together with Parent, “Purchasers”), an Ohio
corporation, and (iv) National Interstate Corporation (the “Company”), an Ohio corporation (collectively, the “Filing Persons™).

This Transaction Statement relates to the Agreement and Plan of Merger, dated as of July 25, 2016, as amended by Amendment No. 1, dated as of August 15,
2016 (the “Merger Agreement”), by and among Parent, Merger Sub and the Company. Pursuant to the Merger Agreement, if the conditions to the closing of
the merger are either satisfied or waived, Merger Sub will be merged with and into the Company, the separate corporate existence of Merger Sub will cease
and the Company will continue its corporate existence under Ohio law as the surviving corporation in the merger (the “Merger”). Upon completion of the
Merger, each common share of the Company, par value $0.01 per share (the “Commeon Shares”), that is issued and outstanding at the effective time of the
Merger (other than Common Shares (a) held by Parent or Merger Sub, (b) held by the Company in treasury or any wholly owned subsidiary of the Company
or (c) held by holders of Common Shares who have properly demanded dissenters’ rights) will be cancelled and converted into the right to receive $32.00, in
cash, without interest and less any required withholding taxes. In addition, the Merger Agreement provides that the Company will declare a special cash
dividend of $0.50 per Common Share payable immediately prior to the effective time of the Merger to shareholders of record as of such time. Upon
completion of the Merger, the Common Shares will no longer be publicly traded, and shareholders (other than Parent) will cease to have any ownership
interest in the Company.

The board of directors of the Company, with the exception of directors Joseph E. (Jeff) Consolino, Ronald J. Brichler, Gary J. Gruber and Donald D. Larson
(the “Affiliated Directors”), who are senior executives of Parent or AFG and who recused themselves from such determinations, and based in part on the
unanimous recommendation of a special committee of directors (who are independent for purposes of serving on the special committee) that was established
to evaluate and negotiate a potential transaction (as described more fully in the Proxy Statement (as defined below)), has unanimously (a) determined that the
Merger Agreement and business combination and related transactions contemplated thereby are fair and in the best interest of the Company and its
shareholders (other than Purchasers and their affiliates (assuming for this purpose that the Company and its subsidiaries are not affiliates of the Purchasers), to
whom we sometimes refer in this Schedule 13E-3 as the “Public Shareholders”), (b) approved the Merger Agreement and the business combination and
related transactions contemplated thereby, and (c) resolved to recommend that the Company’s shareholders approve the adoption of the Merger Agreement
and the business combination and related transactions contemplated thereby. The Merger remains subject to the satisfaction or waiver of the conditions to
closing provided for in the Merger Agreement, including obtaining the affirmative vote of (i) the holders of common shares entitled to at least two-thirds of
the voting power of the Company and (ii) at least a majority of all outstanding Common Shares owned by the Public Shareholders in favor of the adoption of
the Merger Agreement.

Concurrently with the filing of this Transaction Statement, the Company is filing with the SEC its definitive proxy statement (the “Proxy Statement”) under
Regulation 14A of the Exchange Act, pursuant to which the Company’s board of directors is soliciting proxies from shareholders of the Company in
connection with the Merger. The Proxy Statement is attached hereto as Exhibit (a)(1). A copy of the Merger Agreement is attached to the Proxy Statement as
Annex A-1 and is incorporated herein by reference.

Pursuant to General Instruction F to Schedule 13E-3, the information in the Proxy Statement, including all annexes thereto, is expressly incorporated by
reference herein in its entirety, and responses to each item herein are qualified in their entirety by the information contained in the Proxy Statement. The
cross-references below are being supplied pursuant to General Instruction G to Schedule 13E-3 and show the location in the Proxy Statement of the
information required to be included in response to the items of Schedule 13E-3.




Item 1. Summary Term Sheet

The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet”

“Questions and Answers about the Special Meeting and the Merger”

Item 2. Subject Company Information

(@) Name and Address. The Company’s name and the address and telephone number of its principal executive offices are as follows:
National Interstate Corporation

3250 Interstate Drive

Richfield, Ohio 44286-9000

(330) 659-8900

(b) Securities. The classes of securities to which this Transaction Statement relates is the Company’s common shares, par value $0.01 per share, of which
19,991,694 shares were issued and outstanding as of October 11, 2016.

(c) Trading Market and Price. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:
“Important Information Regarding National Interstate—Market Price of the Company’s Common Shares”

(d) Dividends. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:

“Important Information Regarding National Interstate—Dividends”

“The Merger Agreement—Conduct of Business Pending the Merger”

(e) Prior Public Offerings. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:
“Important Information Regarding National Interstate—Prior Public Offerings”

(f) Prior Stock Purchases. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:

“Important Information Regarding National Interstate—Transactions in Common Shares”




Item 3. Identity and Background of Filing Person

(@)—(c) Name and Address; Business and Background of Entities; Business and Background of Natural Persons. The information set forth in the
Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet”

“Important Information Regarding National Interstate”

“Important Information Regarding AFG, Parent and Merger Sub”

“The Parties to the Merger”

Item 4. Terms of the Transaction

(a) (1) Tender Offers. Not applicable.

(a) (2) Mergers or Similar Transactions. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Summary Term Sheet”

“Questions and Answers about the Special Meeting and the Merger”

“The Merger Agreement—Structure of the Merger”

“The Merger Agreement—Effect of the Merger on the Common Shares of the Company and Merger Sub”

“The Merger Agreement—Treatment of Company Equity Awards”

“The Merger Agreement—Payment for the Common Shares in the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“The Special Meeting—Required Vote”

“The Merger Agreement—Conditions to the Merger”

“Special Factors—Certain Effects of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“Special Factors—Anticipated Accounting Treatment of the Merger”

“Special Factors—Material U.S. Federal Income Tax Consequences of the Merger”

(c) Different Terms. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Summary Term Sheet”

“Special Factors—Certain Effects of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“The Merger Agreement—Effect of the Merger on the Common Shares of the Company and Merger Sub”

“Advisory Vote on Merger Related Compensation”




(d) Appraisal Rights. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:
“Summary Term Sheet”

“Questions and Answers about the Special Meeting and the Merger”

“Special Factors—Dissenters’ Rights”

“Dissenters’ Rights”

Annex B: Ohio Revised Code Section 1701.85

(e) Provisions for Unaffiliated Security Holders. The information set forth in the Proxy Statement under the following caption is incorporated herein by
reference:

“Provisions for Public Shareholders”

(f) Eligibility for Listing or Trading. Not applicable.

Item 5. Past Contacts, Transactions, Negotiations and Agreements

(a) (1)—(2) Transactions. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Summary Term Sheet”

“Special Factors—Background of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“Voting Agreement Involving Common Shares”

(b)—(c) Significant Corporate Events; Negotiations or Contacts. The information set forth in the Proxy Statement under the following captions is
incorporated herein by reference:

“Questions and Answers About the Special Meeting and the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Position of AFG, Parent and Merger Sub as to Fairness of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“Special Factors—Voting Agreement”

“The Merger Agreement”

“Voting Agreement Involving Common Shares”

Annex A-1: Agreement and Plan of Merger

Annex A-2: Voting Agreement




(e) Agreements Involving the Subject Company’s Securities. The information set forth in the Proxy Statement under the following captions is incorporated
herein by reference:

“Summary Term Sheet”

“Questions and Answers About the Special Meeting and the Merger”
“Special Factors—Certain Effects of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”
“Special Factors—Voting Agreement”

“Special Factors—No Solicitation”

“Special Factors—Termination”

“Special Factors—Termination Fee and Parent Expenses”

“The Special Meeting—Required Vote”

“The Merger Agreement”

“Voting Agreement Involving Common Shares”

Annex A-1: Agreement and Plan of Merger

Annex A-2: Voting Agreement




Item 6. Purposes of the Transaction and Plans or Proposals.

(b) Use of Securities Acquired. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Special Factors—Certain Effects of the Merger”

“The Merger Agreement—Effect of the Merger on the Common Shares of the Company and Merger Sub”

“The Merger Agreement—Treatment of Company Equity Awards”

(c¢) (1)—(8) Plans. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Summary Term Sheet”

“Questions and Answers about the Special Meeting and the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Certain Effects of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“Special Factors—Voting Agreement”

“The Special Meeting—Required Vote”

“The Merger Agreement—Structure of the Merger”

“The Merger Agreement—Effect of the Merger on the Common Shares of the Company and Merger Sub”

“The Merger Agreement—Treatment of Company Equity Awards”

“Voting Agreement Involving Common Shares”

“Important Information Regarding National Interstate—Dividends”

Annex A-1: Agreement and Plan of Merger

Annex A-2: Voting Agreement




Item 7. Purposes, Alternatives, Reasons and Effects
(a) Purposes. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Summary Term Sheet—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

(b) Alternatives. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Special Factors—Background of the Merger”
“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors”
(c) Reasons. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Summary Term Sheet—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Position of AFG, Parent and Merger Sub as to Fairness of the Merger”

(d) Effects. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Questions and Answers about the Special Meeting and the Merger”

“Summary Term Sheet”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Certain Effects of the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“Special Factors—Anticipated Accounting Treatment of the Merger”

“Special Factors—Material U.S. Federal Income Tax Consequences of the Merger”

“The Merger Agreement—Structure of the Merger”

“The Merger Agreement—Effect of the Merger on the Common Shares of the Company and Merger Sub”

“The Merger Agreement—Treatment of Company Equity Awards”

“Advisory Vote on Merger Related Compensation”




Item 8. Fairness of the Transaction

(a)—(b) Fairness; Factors Considered in Determining Fairness. The information set forth in the Proxy Statement under the following captions is
incorporated herein by reference:

“Summary Term Sheet—Opinion of Morgan Stanley & Co. LLC”

“Summary Term Sheet—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Summary Term Sheet—Interests of the Company’s Directors and Executive Officers in the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Opinion of Morgan Stanley & Co. LLC”

“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Position of AFG, Parent and Merger Sub as to Fairness of the Merger”

“Special Factors—Projected Financial Information”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

“Important Information Regarding National Interstate”

Annex A-3: Opinion of Morgan Stanley

(c) Approval of Security Holders. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Summary Term Sheet—Record Date and Quorum”

“Summary Term Sheet—Required Shareholder Votes for the Merger”

“Summary Term Sheet—Conditions to the Merger”

“Questions and Answers about the Special Meeting and the Merger”

“The Special Meeting—Record Date and Quorum”

“The Special Meeting—Required Vote”

“The Merger Agreement—Conditions to the Merger”

(d) Unaffiliated Representative. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Summary Term Sheet—Opinion of Morgan Stanley & Co. LLC”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Opinion of Morgan Stanley & Co. LLC”

Annex A-3: Opinion of Morgan Stanley

(e) Approval of Directors. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Questions and Answers about the Special Meeting and the Merger”
“Special Factors—Background of the Merger”
“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”

(f) Other Offers. Not applicable.






Item 9. Reports, Opinions, Appraisals and Negotiations

(a)—(c) Report, Opinion or Appraisal; Preparer and Summary of the Report, Opinion or Appraisal; Availability of Documents. The information set
forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Summary Term Sheet—Opinion of Morgan Stanley & Co. LLC”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Opinion of Morgan Stanley & Co. LLC”

“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Position of AFG, Parent and Merger Sub as to Fairness of the Merger”

“Where You Can Find Additional Information”

Annex A-3: Opinion of Morgan Stanley

Presentations to the Special Committee of the Board of Directors of the Company, May 19, 2016, May 26, 2016, July 1, 2016, July 8, 2016, July 18, 2016,
July 20, 2016 and July 24, 2016 are filed as Exhibits (c)(2) — (c)(3) and (c)(5) — (c)(9) respectively and are incorporated herein by reference.

The reports, opinions or appraisals referenced in this Item 9 will be made available for inspection and copying at the principal executive offices of the
Company during its regular business hours by any interested equity security holder of the Company or representative who has been so designated in writing.

Item 10. Source and Amounts of Funds or Other Consideration

(a)—(b) Source of Funds; Conditions. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:
“Summary Term Sheet—Financing”

“Special Factors—Financing”

(c) Expenses. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Special Factors—Fees and Expenses”

“The Merger Agreement—Termination Fee and Parent Expenses”

(d) Borrowed Funds. Not applicable.

Item 11. Interest in Securities of the Subject Company

(a) Securities Ownership. The information set forth in the Proxy Statement under the following caption is incorporated herein by reference:
“Important Information Regarding National Interstate—Security Ownership of Management and Certain Beneficial Owners”

(b) Securities Transactions. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Voting Agreement Involving Common Shares”

“Important Information Regarding National Interstate—Security Ownership of Management and Certain Beneficial Owners”

“Important Information Regarding National Interstate—Transactions in Common Shares”




Item 12. The Solicitation or Recommendation

(d) Intent to Tender or Vote in a Going-Private Transaction. The information set forth in the Proxy Statement under the following captions is
incorporated herein by reference:

“Summary Term Sheet—Required Shareholder Votes for the Merger”

“Summary Term Sheet—Voting Agreement”

“Questions and Answers about the Special Meeting and the Merger”

“Special Factors—Voting Agreement”

“The Special Meeting—Required Vote”

“Voting Agreement Involving Common Shares”

(e) Recommendation of Others. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Summary Term Sheet—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the
Merger”

“Questions and Answers about the Special Meeting and the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Reasons for the Merger; Recommendation of the Special Committee; Recommendation of the Board of Directors; Fairness of the Merger”
“Special Factors—Purposes and Reasons of Parent and Merger Sub for the Merger”

“Special Factors—Position of AFG, Parent and Merger Sub as to Fairness of the Merger”

Item 13. Financial Statements

(a) Financial Information. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:

“Important Information Regarding National Interstate—Historical Selected Financial Information”

“Important Information Regarding National Interstate —Ratio of Earnings to Fixed Charges”

“Important Information Regarding National Interstate —Book Value Per Share”

“Where You Can Find Additional Information”

The audited financial statements set forth in Item 8 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015 and the
financial statements set forth in Item 1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 are incorporated herein

by reference.

(b) Pro Forma Information. Not applicable.
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Item 14. Persons/Assets, Retained, Employed, Compensated or Used

(a)—(b) Solicitations or Recommendations; Employees and Corporate Assets. The information set forth in the Proxy Statement under the following
captions is incorporated herein by reference:

“Summary Term Sheet—Opinion of Morgan Stanley & Co. LLC”

“Summary Term Sheet—Financing”

“Questions and Answers about the Special Meeting and the Merger”

“Special Factors—Background of the Merger”

“Special Factors—Opinion of Morgan Stanley & Co. LLC”

“Special Factors—Financing”

“Special Factors—Fees and Expenses”

“The Special Meeting—Solicitation of Proxies”

Item 15. Additional Information

(b) Golden Parachute Compensation. The information set forth in the Proxy Statement under the following captions is incorporated herein by reference:
“Advisory Vote on Merger Related Compensation”

“Summary Term Sheet—Interests of the Company’s Directors and Executive Officers in the Merger”

“Special Factors—Interests of the Company’s Directors and Executive Officers in the Merger”

(c) Other Material Information. The information set forth in the Proxy Statement, including all annexes thereto, is incorporated herein by reference.
Item 16. Exhibits

(a) (1) Proxy Statement of National Interstate Corporation (incorporated herein by reference to the Schedule 14A filed concurrently with the Securities and
Exchange Commission on October 11, 2016) (the “Proxy Statement”).

(a) (2) Form of Proxy Card (incorporated herein by reference to the Proxy Statement).
(a) (3) Letter to the Company Shareholders (incorporated herein by reference to the Proxy Statement).
(a) (4) Notice of Special Meeting of Shareholders (incorporated herein by reference to the Proxy Statement).

(a) (5) Press Release of the Company, dated as of July 25, 2016 (incorporated herein by reference to Exhibit 99.1 to the Form 8-K filed with the Securities and
Exchange Commission on July 26, 2016).

(a) (6) Press Release of AFG, dated as of July 25, 2016 (incorporated herein by reference to Exhibit 99.1 to the Form 8-K filed with the Securities and
Exchange Commission on July 25, 2016).

(b) None.
(c) (1) Opinion of Morgan Stanley (incorporated herein by reference to Annex A-3 of the Proxy Statement).

(c)(2) Presentation to the Special Committee of the Board of Directors of the Company, dated May 19, 2016, presented by Morgan Stanley, provided to the
Special Committee.

(c)(3)*Presentation to the Special Committee of the Board of Directors of the Company, dated May 26, 2016, presented by Morgan Stanley, provided to the
Special Committee.

(c)(4) Negotiating Presentation delivered by Morgan Stanley & Co. LLC to American Financial Group on June 2, 2016.

(c)(5) Presentation to the Special Committee of the Board of Directors of the Company, dated July 1, 2016, presented by Morgan Stanley, provided to the
Special Committee.

(c)(6) Presentation to the Special Committee of the Board of Directors of the Company, dated July 8, 2016, presented by Morgan Stanley, provided to the
Special Committee.
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(c)(7) Presentation to the Special Committee of the Board of Directors of the Company, dated July 18, 2016, presented by Morgan Stanley, provided to the
Special Committee.

(c)(8) Presentation to the Special Committee of the Board of Directors of the Company, dated July 20, 2016, presented by Morgan Stanley, provided to the
Special Committee.

(c)(9) Presentation to the Special Committee of the Board of Directors of the Company, dated July 24, 2016, presented by Morgan Stanley, provided to the
Special Committee.

(d) (1) Agreement and Plan of Merger, dated July 25, 2016, as amended by Amendment No. 1, dated as of August 15, 2016, by and among Great American
Insurance Company, GAIC Alloy, Inc., and the National Interstate Corporation (incorporated herein by reference to Annex A-1 of the Proxy Statement).

(d) (2) Voting Agreement, dated as of July 25, 2016, by and among Great American Insurance Company, National Interstate Corporation, Alan R. Spachman,
The Hudson Investment Trust, Alan R. Spachman Revocable Trust Under Deed Dated 5/23/2007, and Florence McDermott Spachman Revocable Trust
(incorporated herein by reference to Annex A-2 of the Proxy Statement).

(f) Section 1701.85 of the Ohio General Corporation Law (incorporated herein by reference to Annex B of the Proxy Statement).

(g) None.

* Confidential treatment has been requested with respect to the redacted portions of these discussion materials.
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SIGNATURES

After due inquiry and to the best of each of the undersigned’s knowledge and belief, each of the undersigned certifies that the information set forth in this
statement is true, complete and correct.

Dated as of October 11, 2016
NATIONAL INTERSTATE CORPORATION
By: /s/ Arthur J. Gonzales

Name:  Arthur J. Gonzales
Title: Senior Vice President, General Counsel and Secretary

AMERICAN FINANCIAL GROUP, INC

By: /s/ Mark A. Weiss
Name: Mark A. Weiss
Title: Vice President

GREAT AMERICAN INSURANCE COMPANY

By: /s/ Sue A. Erhart
Name: Sue A. Erhart
Title: Senior Vice President and General Counsel

GAIC ALLOY, INC.

By: /s/ Sue A. Erhart
Name: Sue A. Erhart
Title: Vice President and General Counsel
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American Financial Group, Inc. SC 13E-3/A

Exhibit (c)(2)

FPRELIMINARY AND CONFIDENTIAL

Project Nile

Benchmarking Analysis

18 May 2016

Morgan Stanley




FRELMIINARY AND CONFIDENTIAL

Discussion Agenda

1 2016 Business Plan vs. 1016 Results

2 Research Analyst / Industry Benchmarking
3 Selection of Companies for Benchmarking
4 Operating Benchmarking

5 Valuation Benchmarking

Morgan Stanley 2




Project Nile

Nile preliminary financial outlook

Yearly Financial Review [Actual to Plan)

FRELMMNARY AND CONFIDENTIAL

e
1 2016 Business Plan vs. 1Q'16 Results

Quarterly Financial Review (Actual vs. Plan)
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Project Nile

« 2 analysts cover Nile with detailed
model projections

— Analyst 1 (as of 224/16)

- Analyst 2 (as of 5M10/M16)
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2 Analyst Research Estimates Benchmarking

Nile vs. Street Estimates
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Morgan Stanley

Y-o.¥ NPW Growth (20144 - 2018E)
Commercial Auto and Worker's Compensation
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2 |ndustry Benchmarking: NPW Growth and Combined Ratio
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Project Nile

= Moted as a competitor by Nile
in either the 10-K or other
business documents

= Market cap less than $58n and
greater than $300MM

= Significant book of business
related to commercial auto or

warker's compensation as % of
total business

Hile Business Mix
% of DPW (as of 12/31/2015)
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3 Selection of Companies for Benchmarking

Selected Comparable Companies
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D
4 Operating Benchmarking: Premium Growth and

Underwriting Margins
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FRELMMNARY AND CONFIDENTIAL
4 Operating Benchmarking: Loss and Expense Ratio
Trends

%-Point Change in AY Loss Ratio (2017E vs. 2015A) 17
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4 Operating Benchmarking: EPS Growth

EPS Growth (20154 - 2016E) Y
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4 Operating Benchmarking: ROE

2016 ROAE
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Project Nile

= Nile raded at 522 619 (“Spot
Price®) as of the closing price
on 3/4/16 (trading day prior to

announcement)

= Nile 12-Month VWAP to 34716

was 526 6200

Mile Trading Multiples
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‘5 Valuation Benchmarking: P/BV and P/E Comparison
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= Nile Iraded at $22 619 ("Spot
Price™) as of the closing price
on 3/4/16 (trading day prior to
announcement)

« Nile 12-Month VWAP to 3/4/16
was $26 623

Morgan Stanley

FRELIMMNARY AND CONFIDENTIAL

e
5 Valuation Benchmarking: P / BV vs. 2016 ROE
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bt R

Elements of Valuation Discussion

1 Standalone Valuation

2 Capital Structure

3 Reserves

4 Potential Acquisition by Nile

5  Potential Cost Synergies

6  Potential Tax Benefits to Parent

T Precedent Transactions (minority squeeze-outs and M&A)

Morgan Stanley 13
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Disclaimer

We have prepared thos docnment solely for mformational purposes. You should not definstively rely upon it or wse it to form the defimtive basis for any decision, contract, commutment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, afficers, employees, agents and affiliates nmst hold thes documrent and any oral information.

provided in connection with s document in sirict confidence and may ot commumicate, reproduce, dstnbute or disclose it to amry other person, of refer to it publicly, in whole or m past at
any tume exoept with our poor witten consent. If you ane pot the miended recipient of this document. please delete and destroy all copaes mumediately.
We have prepared this document and the analyses contamed m it based, in part, on certain tions and inf: son obtaned by us from the recipient, its directors, officers, enployess,

l,gmt,l.ﬁlnmnﬂhﬁmuﬂnmﬁwnufﬂmnﬂm&ummﬁlummdﬂyttﬁdmmlgmewnhlnynfﬂﬂl

or information, and we have sssumed and relied hmmmdmmﬂmmhmdmmm“m of
mm.wmmmmwMme miake amy representation of warranly, express of mxplied, in relation 1o the y o congpl od'henﬁt:gm
contaned in this document or any oral mformation provided i connection berewath, or any data it generates and acoept no responsibilbity, uhhphmwwty{whdhhmwmdnnd.m
contract, tort ar otherwise) m relation to sy of such mformation. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all Lisbality
which may be based on this document and any errors therein of cnmssions therefrom. Nesther we nor amry of our affiliates, or our or their respective officers. employees or agents, make any
Tepresentation of warranty, express or implied, that amy tramsaction has been of may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, anagement tarpets, estimates, prospects of rehams, if any. Any views of terms contained hersin are prelmminary only, and are bated on financial,
econonnc, market and other conditions prevadling as of the date of this document and are therefiore subject to change. We undertake no obligation or responsility to update any of the
information contamed m this doomment. Past performance does not guarantee or predict fitare performance.

This documend and the information contaned beremn do not constifule an offer to sell or the solxcitation of an offer o buy any secumity, commedity or mstrament o relaied denvative, nor do
they constifute an offer or commtment to lend, syndicate or amange a financing, underwrite or purchase or act as an agent or advisor of i amy other capacity with respect to any ransaction, of
comunt capital, of to participate in amy trading strategies. and do not constitute legal, regulatory, mumaﬁmwhm We recommend that the recipient seek independent
thurd party legal, regulatory, accounting and tax advice regarding the coatents of this docment. This document does not constitute and should not be considered as any form of financial
opimion of recommendation by us or any of our affihates. Thos document 15 not 2 research report and vas not prepared by the research department of Morgan Stanley or any of its affihates.

Notwithstanding anything herem to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without hrutabion of any
kind from the commencement of discustions, the U'S, federal and state income tax treatment and tax structare of the proposed fransaction and all materials of amy kind (inclodimg opinions or
other tax analyses) that are provided relating to the tax treatment and tax struchare. For this purpose, “tax stracture™ is limited to facts relevant to the US. federal and state income tax treatment
of the proposed transaction and does not include mformation relating to the identity of the parties, their affibates, agents or advisars.

Thus decument 15 provided by Morgan Stanley & Co. L1.C and/or certam of its affilates or other apphicable entities, which may mclode Morgan Stanley Realty Incorporated, Morgan Stanley
Semor Funding, e, Morgan Stanley Bank, N.A | Morgan Stanley & Co. Infernational ple, Morgan Stanley Secanities Limited, Morgan Stanley Bank AG, Morgan Stinbey MUFG Secunibes
Co., Ltd , Mitsubishi UF] Morgan Stanley Securities Co., Ltd | Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan

Stanley Asia (Smgapore) Pre., Morgan Stanley Services Linmted, Morgan Stanley & Co. International plc Secad Branch and‘or Morgan Stanley Canada Limdted Unless governing low permits
otherwise, you mmst contact an authonized Morgan Stanley enfity in your pansdiction regarding this document or any of the information contaned herein.

Morgan Stanley I —— 14
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Project Nile

Presentation to the Special Committee
of the Board of Directors of Nile

26 May 2016
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Section 1

Preliminary Valuation Analysis
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Project Nile

PRELIMINARY VALUATION AMALYSIS

= Wall Street estimates ("Street

Approach to Valuation

Overview of Valuations Methodologies Considered

Methodology

Description / Comments

« Market valuation priof 1o the announcament of the proposal, inciudng:

Estimates™) based on the - 52-Week Range
coverage of available research Recent Trading Ranges - 3-Month Velume Weighted Average Price ("VIWAP?)
eslimates (iwo analysis) ~ Pre-Offer Price (1

+ Nile Management estimates
(“Mile Management Estimates™)
based on a combination of Nile
2016 Business Plan ("Nile 2016
Plan® or “2016F") and Nile
preliminary financial outlook
beyond 2016 ("Nile Financial
Qutlook™), prepared by Nile
management

= In addition, at the request of the
Special Committee, certain
sensitivities to the Nile
Management Estimates have
been developed (“Sensitivity
Analysis™)

- For example: including the

=
(=]
D
=
5
s
@
5
=
2
3
w

Public Trading Multiples

c

Dividend Discount Model
(“DDM")

» Focus on PV (as of 33122016) as well a3z 2016P and 201 7E PIE as relevanl
benchmarks of the comparables
» Based on Street Estimates and Nile Management Estimates

Regression Based Analysis:
- PBY implied by relationship with 2016P ROAE
+ Based on Street Estimates and Nile Managemen! Estimates

+ Available cash flows (dividends) of Nile Management Estimates discounted o
AE02016

+ The analysis s based on Nile Management Estimates, as well as the
Sensitivity Analysis requestad by the Special Commities

 Premiums paid in precedent minorty squeeze-outs in insurance and other
industries

. L Minori weeze-Out * Focus on several ime periods, including:
impact of changes in division - “"'“Yﬂ - Prommium o 1.Day poor fo
growth rates / margins and a fj FPreceden ke NAF S STnUnCATION
tential M&A transaction g = Premium 1 3-Mo pricr 1o announcement
po El — Premium fo 52-week high prior o announcement
[]
=
3 = * Recent M&A transactions within the P&C insurance sector across a broad
range of ransaction sizes and business focus, as well as across a broader
EH  Recent Insurance M&A mm_mmhmmhwmamm
Transactions focus and size to Nie
« Focus on key melrics include PABV and NTM PYE (Street Esmates and Nilke
Management Estimates)
Morgan Stanley r;npuaduruqqmmmnmummmmmu 4
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PRELIMINARY VALUATION AMALYSIS

Preliminary Nile Valuation Summary

Sebested Metric Range
il
Metric Low High Vashustion Rarsge per Nibe Share [§)
L Trading [ Standalone Vaksation Pro-Cifar  3-Monih it Offer
Price W P
§ Recent Trading Range (52-Week) - Prior fo .. .y o
Announcement (34201E) 2200 (SRR 2708
8 Trading Comparables ! | :
P/ BV (371/2018) $18.46 1.00¢ 1.40x :
Strest Estimates; . I
Fingrezsion impied PV va. 2016F ROAE (8.7%) $16.46 115 130 2122 [ .00 !
2016 PE $1.58 10.0x 150 187E rq'.na :
2017 PE $165 CT S FY 14ss N = | !
s Mongosment Exlimales: S !
I i I
Regression Implied PBV va. 2016 ROAE [11.0%) $16.46 130 150 2400 2704
2MEPE 206" 10.0< 15.0x 2050 : ' 088
2017 PE §2 2710 8.0 14.0x UL o — -_—rrr
I Standalone Dividend Discount Model b '
Disoourt Fale 6T - A.7%; Terminal uSge 12y - 18057 ! : Hw
" Mo Managerment Case SEARE OAE: 11,75, ! 13.:&_ 33.00
Sermtvy Anaos B e 7 Pt - L% 250 [ S A BT 30
HLBEA Valuation L !
| 1 I
0 Minoity Squeers.Out Premiums Baid ™ i [ . “:
Promium i Pre-Ciffer Price. / 53 Wek High ($28.98) §2261 15% ans | . ;o W01 3052
Presmium fo 3:Mo. VIHAP / 52 Week High (328.98) $24.97 15% 5% i1 mnel 31T
B Recent M&A Transactons : : I
P/ BV ulliples (331/2016) $1B.46 140¢ 180 | 2s.de N 122
2016 P/ E (Street Estimates) $1.58 13.0x 17.0x 2040 (NN -o.7e I
[
2016 P/ E [Nike Management Estenates) 206 13.0x 17.0x t 2o N s 0o
10.00 18,00 20,00 28,00 30,00 35,00 40.00
Boume DL Firancial, Capitl 10 [S20701E), Mis Managemend, P e 1 1 1 1TE
VW Serwetreaaren, Compary FRngh T T — o L= - iy e i

Morgan Stanley ;e ezrees s e

harage-ent Eximaies
Impilen VBN va ROWAE ("on T

ey
3 Fifet R D £ 3 g OF [RATITE. OF Tk A0 O sk 1 el DM B 3 M iaelfey s



CERTAIN PORTIONS OF THESE DISCUSSION MATERIALS HAVE BEEN OMITTED BASED ON A REQUEST FOR
CONFIDENTIAL TREATMENT SUBMITTED TO THE U.S. SECURITIES AND EXCHANGE COMMISSION (THE “SEC”).
THE NON-PUBLIC INFORMATION HAS BEEN OMITTED FROM THE DISCUSSION MATERIALS HAS BEEN
SEPARATELY FILED WITH THE SEC. EACH REDACTED PORTION OF THE AGREEMENT IS INDICATED BY A “[ * ]”
AND IS SUBJECT TO THE REQUEST FOR CONFIDENTIAL TREATMENT SUBMITTED TO THE SEC. THE REDACTED
INFORMATION IS CONFIDENTIAL INFORMATION OF NATIONAL INTERSTATE CORPORATION

FRELMINARY AND CONFIDENTIAL

Project HNile PRELIMINARY VALUATION ANALYSIS

Nile Management Estimates Relative to Street Estimates

GPW AY Combined Ratios
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Project Nile

A Nile Recent Trading Range

Trading Range Since January 2014

FRELIMWARY AND CONFRIDENTIAL

PRELIMINARY VALUATION AMALYSIS

Pricing ("
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Project Nile PRELIMINARY VALUATION AMALYSIS

B Public Comparable Companies
Mile Public Comparables
As of 052072018

Blarket Cap HHE PIE AT PE Fav MMEE RDE HATE RDE

{5MM) i) ix) =) %) %]
"kﬂl
Pre-Offer = 450 1.0 100 1.5 1.0 112
Pre-Offer 3-Mo VAP ' 487 121 110 1.38 11.0 112
Peers
Okd Republic international Carr,ormm 4 957 145 140 i a0 P&
AmTrust Financial Services, Inc. 4,853 89 79 1.86 19.2 18.6
RLI Corp. 2,850 282 288 3.27 124 118
National Genernl Holdings Corp. 22 1.0 9.4 163 139 143
Salactive Insurance Group nc. 2,058 133 137 1.39 105 9.6
CneBeacon insurance Group, Lid. 1,226 152 18.1 1.20 a8 58
United Fire Group, Inc 1,055 172 18.1 113 71 72
State Auto Financial Corp. 8s7 27 14.4 0.54 16 60
EMC Insurance Group Inc 544 141 148 0.99 74 6.4
Donegal Group Inc. 399 83 8.8 0.95 a2 8.1
Baldwin & Lyons Inc. 358 140 14.0 0.90 NA MA
Median 144 14.0 1.20 95 8.1
Mean 153 4.7 141 10.2 94
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Project Nile PRELIMINARY VALUATION ANALYSIS

B Implied Regression Analysis Valuation
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Project Nile

i

i

Cost of Equity

§

Morgan Stanley

¢ Standalone Dividend Discount Model

Nile Management Estimates

Mile Standalone Valuation

FRELMMWARY AND CONFIDENTIAL

PRELIMINARY VALUATION AMALYSIS
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Project Nile PRELIMINARY VALUATION ANALYSIS

¢ Historical Trading Valuation Levels

Last Five Years
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Morgan Stanley

FRELBIWARY AND CONFIDENTIAL

PRELIMINARY VALUATION AMALYSIS

¢ Select Precedent DCF Valuation Ranges

Final Offer Premium [ {Discount) to Select Points in the DCF Range
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D Minority Squeeze-Out Premiums

Precedant Minority Squeeze-Out Premiums
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D Minority Squeeze-Out Insurance Transactions

Precedent Minority Squeeze-Out Transactions (Insurance) (1

Final Offer Premium o
Trarmaction
B - R R cosesn “ED TG MW S
12010 CHA Surety CMA Financas] 610 4r5 Cash Teruder 378 51.2 M3
B262010  Wesco Financial Berkshire: Hathaway 801 543 Cash/Siock  Merger 18.6 146 75
Y2009 Odyssey Re Fairiax Financsal 726 1,049 Cash  Tender 24 453 191
E202009 Firsd Advantage Firsl Armerican 799 308 Sioek Tefuder 479 403 (119
V008 Morthbxidge Financial Fairfax Financial 831 554 Cash  Merger 0 688 29
52008 Habomwde Financial Servoes Naticmwide 663 247 Cash  Merger 73 5 (20.3)
THTR00T  Alfa Corporation At Mutual 527 833 Cash  Merger 447 332 103
HTNGT  Great American Financial Resources  Amesican Financial Group 810 28 Cash  Merger 122 89 0s
1007 st Cenbury Ameriean Intemasonal Group &7 813 Cosh  Merger e 303 »o
2002 MEEMIC Protssurance 855 35 Cash  Tender 36 341 00
&30/2000  AXA Financal ANA Group 603 9435  CoshiSiock  Merger 120 473 101
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P Minority Squeeze-Out Transactions in Other Sectors

Precedent Minority Squeeze.Out Transactions (Other Sectors) Y

Transaction 2-Week
Date Imitial Stake Size Mesgeror Doy Prier  3Me, VWAP High
Anncunced  Target Acquiror %) {SMM)  Consideration  Tender %) ) %)
SARM3  Pioneer Southwest Pioneer Natural Resowrces 524 694 Stock  Merger 57.0 692 488
112872012 Danfoss Power Danfoss A'S 756 690 Cash  Tender 486 489 43
W00 CNX Gas CONSOL Enengy 833 965 Cash  Tender 242 8 63
162006 NetRatings Nieisen Holdings 60.0 a8 Cash  Merger 440 543 55
362005  Siiconix Wishay Intertechnology 849 200 Stock  Tender 307 180 (25.1)
820002  Pure Resources Unocal 578 512 Stock  Tender 07 1.1 (10.2)
292002 Travelocity Sabre Holdings 700 a7 Cash  Tender 458 203 (27.8)
215200 Westfield America Westfield America Trust 55.9 598 Cash  Tender 125 216 438
W212000 Hertz Ford Motor Co. 815 T4 Cash  Merger 464 18.7 (31.4)
SM42000  BHC Communication News Corporation 76.1 858 Cash/Stock  Merger 164 104 (2.4)
22000  Boise Cascade Ofice Products  Boise Cascade Corporation 811 205 Cash  Tender 86 100 48
62000 Thermeo Instrument Systems Themo Fisher Scentific 886 m Stock  Tender 45 400 33
Median 759 4 2208 38
Mean 723 30.0 208 09
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E Selected P&C Insurance M&A Transactions

Selected M&A Precedent Transactions

Premium to

Unaftected
Ann. Equity Value PiBV NTM F/E Price
Date Targst Acquiror (5]} [x) [x] ()
Recent PAC Insurance M&A Transactions ™
WNE2016  Maum Hartford 170 1.50x A MiA
TH2015 Chubb ACE 28,300 1.79x 169 300
BMO2015 HCC Tokio Marine 7,500 1.80x 18.8x 380
52015 Ironshone Fessun 2,300 1.25x ey WA
B2N201  Westem Wond Validus Holdings 452 161x™ A MNiA
Median 1.61x 17.9x H.0x
Maan 1.64x 17.9x 34.0x
Other Insurance MAA Transactions of Similar Size and Business Focus
S2W2013  Esstem insurance Prodssurance Corporation 205 1.46x 14 42 162
BA2012 Guard Insurance Mational Indemnity Co, 221 1.00x PR MiA
S2r2012 JEVCO Insurance Intmet Financial 530 1.30x A TN
1UBV2010  Mercer Urited Fire & Casually 191 1.09x 13.7x"™ NA
2MB2010  Vandner National interstate 135 1.03x A MA
2ME2010  Zenith Faarfax 1,455 1.35x "] 3.0
Median 1.20x 14.1x 23.6x
Mean 1.20x 1414z 23.6x
Al Transactions
Median 1.35x 16.7x 3.5
Mean 1.38x 16.0x 8.8
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Section 2

Tactical Considerations
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Project Nile TACTICAL CONSIDERATIONS

Approach to Tactical Considerations

Members of the Special Committee are extremely focused on achieving the appropriate
outcome for minority shareholders

+  Lay out arguments why current offer is not sufficient to garner Special Committee
support

— Important to recogmze Nile has traded around offer price within the last year and
the offer itself was made at near the 2 year low

« Explain that Special Committee has considered a range of methodologies that suggest a
substantially higher pre-synergy valuation, including:

— Comparable company analysis with squeeze-out preminm
— Drvidend discount analysis, with and without Project Anistotle

+  Acknowledging Amazon's infention to maintain Nile as an independent division,
explain incremental value of appropriate cost savings (as well as potential tax benefit to
Amazon that could enhance its stock price)

+ Close by stating that Amazon should now understand our approach and that the Special
Committee has done the ground work necessary to respond quickly to whatever
Amazon would like it to consider

+  Suggest that Amazon, if inclined to move forward. submit a revised proposal for the
Special Committee to evaluate

Morgan Stanley 18
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Project Nile

Growth
Improvement

Underwriting Results
Improvement

Improved Expense
Efficiency

M&A Opportunity

Morgan Stanley

TACTICAL CONSIDERATIONS

« Increase GPW growth within the Trucking and |  +

Environmental Div.

- Increase GPW growth from 8% to 12% in 2017

and 2018

FRELMINARY AND CONFRIDENTIAL

Sensitivity Analysis Developed at Request of
Special Committee

Increases consolidated GPW growth rate by 0.9% in |
2017E/2018E from 2016P ;

* Loss Ratio improvements {
~ Elminate bulk loss and LAE gap (~1% annually |

for 2017 and 2018)

+ Realization of Expense Efficiencies

— Reversion to average of 20152016 ER
{~19.7%)

'« Project Aristotle (Currently in Initial Bidding |

Process)

- Acguisition is completed in August 2016
- Produces additional $387MM GPW by 2018

— Estimated purchase price of $65MM
Wi Wsuperret T y Ay
on Mee and y Anayss

+ Consobidated improvement of LR by 1.0% in

20M7ERMBE

+ Consohidated improvement of ER by 0.5% in 2018

from 2016

|+ Key Impacts o Nile Management case:

= Increases GPW by ~10% in 2017ELA018E
- Consohdated LR improves by ~1.0% in 2018E
- Increases NPE by ~$T0MM in 2018E



CERTAIN PORTIONS OF THESE DISCUSSION MATERIALS HAVE BEEN OMITTED BASED ON A REQUEST FOR
CONFIDENTIAL TREATMENT SUBMITTED TO THE U.S. SECURITIES AND EXCHANGE COMMISSION (THE “SEC”).
THE NON-PUBLIC INFORMATION HAS BEEN OMITTED FROM THE DISCUSSION MATERIALS HAS BEEN
SEPARATELY FILED WITH THE SEC. EACH REDACTED PORTION OF THE AGREEMENT IS INDICATED BY A “[ * ]”
AND IS SUBJECT TO THE REQUEST FOR CONFIDENTIAL TREATMENT SUBMITTED TO THE SEC. THE REDACTED
INFORMATION IS CONFIDENTIAL INFORMATION OF NATIONAL INTERSTATE CORPORATION

FRELBIWARY AND CONFIDENTIAL

Project Hile TACTICAL COMSIDERATIONS

Potential Incremental Value of Sensitivity Analysis

Impact on 2018E Net Income

2018E Net Incame — Sensitivity Analysis 11
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[ Trucking GPW Reduction of  Improvement C-mrqmlm Enhanced Aristote Gompounding Enhanced PV g e 352 nn
Mansgement  Growih Bk Loss in ER PV Price !  Acquisition EMect Price / Shane & #
Estmates Share
=
1 2 3 Sub-Total 4 o 470 e
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Project Nile

TACTICAL CONSIDERATIONS

Summary of Potential Synergies

i SE o Fotential Range of Potential Value
i i After-Tax Value Per Share Impact
= Mile is expected to operate independently as a wholly-owned
Revenue X . [ e - 4 ~FOMM F0.00 - 30,00
Direct Public -
- Elmination of public [~ 20N TOMM ~ $15MM .50 — $0.75
Company Expenses of prubli cxmaguiiey cussis {28801} s 3 $0.50 - 30
Potential Additional - Additional savings in GBA costs —
Expenses = 5% - 10% of GEA expenses (exciuding public company costs) of 523 S8 B0 = ¥ 3050 =073
- P il for imp d in yield on @ il portfolio by Amazon given scale
and product capabiities
Investment iIncome - Assumes o 10 - 20bps yearly improvement on $1 280 imestment portioko FA0MM — 3150 50 - 3075
(=51, 20M - 52 4MM)
. B - Reduce sssigned rsk underwniting losses ~3AMM in 2018F through the use of _ _
Assigned Risk Am . 3 boanses (0% - 50%) SOMM — 53086 $0.00 - 31.50
Total Potential Synergy SI0MM - §75MM $1.50 - 53.70
Value
Shares Cutstandng (MM) 199
Low High
Total Synergy Value Per Share $1.50 $3TE
25.0% 3038 3064
50.0% 3078 $ieg

T5.0%

$1.12 $2m2

Taxes @

Morgan Stanley

- Deferred lax Bability of JOIMM for Amazan thal would no lenger

b required fo be maintained

S o 33,15 1 tham

Sownos Mk Maragement Exbmates and Aoz Maragement

ot
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Pl Mraem
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Project Nile TACTICAL COMSIDERATIONS

Estimated Impact of Changes in Reserves

Background llustrative impact to Book Value of a Change in Reserves

SMM (except per share figures)

+ Recent history of reserve strengthening has impacted Net Reserve % of
Nile’s balance sheet: Redundancy | Exiating After-Tax BVPS
{Deficiency) Het Reserve Impact Impact ™
— 2016 YTD: No reserve strengthening recorded in 50 6% 13 .
1Q°16 as determined by Nile Management e ’ tes He s
— 2015: $9.7MM allocated to reserve strengthening, +1- 100 1.3% +i- 65 +/- 8033
primarily for accident years 2012 and 2013,
recorded in 40’15 v 150 1.9% +1- 98 +/- $0.49
— - g7 . 1
2014: $20MM of reserve strengthening took place o 200 5% o130 o S0ES

in 2Q"14, primarily due to unfavorable

development from 2011, 2012 and 2013 accident
years. The development was concentrated in the +1- 250 3% +1- 163 +i- ¥
commercial auto lines of business.

+i= 300 38% +1= 185 +/= $0.98

Sowoe  Company Fiinge
e

1. STDEME of Pl eieeRs i of 12010015
4 TN L e o 1%

Morgan Stanley T ity i e i, T3 e o e ’r
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Project HNile TACTICAL CONSIDERATIONS

lllustrative Negotiating Tactics with Amazon

Assumes 100% Realization of Sensitivity Analysis and Potential Synergy Range, in
Addition to Nile Management Estimates

lustrative Build-Up of Nile Management Estimates, Sensitivity Analysis, and Fotential Synergies for Purposes of Negotiations

3 Per Shane
Low High
1 DDM Analysis
Nile Management Estimates 27.80 33.00
2 sensitivity Analysis
Trucking and Environmental GPW Growth 0.16 0.16
Redundancy of Bulk Loss 1.86 186
ER Improvement 0.83 0.83
Subtotal: Sensitivity Analysis (excl. Aristotie) " 30.70 35.90
Project Aristotie & 1.79 179
Subtotal: Sensitivity Analysis (incl. Aristotie) 32.49 37.69
3 Potential Synergies ™
Revenue 0.00 0.00
Direct Public Company Expenses 0.50 075
Potential Additional Expenses 0.50 0.75
Investment Income 0.50 075
Assigned Risk 0.00 1.50
4 Total Potential Negotiating Strategy 3399 41.45
Tax Considerations ! 0.00 315
Tatal Potential Negotiating Strategy (including Tax Considerations) 33.99 44,60
Seasd M ARG EEITOR, SRR AR, I K, 3 AN L
Morgan Stanley ?Mg:ﬁﬁ:: ﬂxﬂﬂﬁﬂﬁﬁmm 23
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Project HNile TACTICAL CONSIDERATIONS

Selected Precedent Final Premium to Initial Offer Squeeze-Outs

Insurance Squeeze-Out: Final Premiums / {Discount) to Initial Offer

% Tender Margas Tender Tender Tender Manger i rgaer Mavgar Merger Marger Tender Merger
40 " 1
3o 25
21
m " 12 " 11 10 Median: 11.0

10 = - . - o - —
a o

ey

Frsl Asvantage ANa Comporaton CHA Suretly Hartiond Life Oy Fs 214 Corlry Mt AXA Fronaal  Great Amrcan MO MEEMIC Wit Pl
Frueeal Frursal Financid

Sanaces Resouroes

SoUE  CIEI L DOy PG

All Other Industries Squeeze-Out: Final Premiums / {Discount) to Initial Offer

L Marger Marger Tender Tender Marger Tender Terder Tander Tender L Tander Tender
40 37
EL
o
r
19
a0 18
13
Median: 10.2
10 Z e e S i s B
o o o o o
o
Ponesr o MetRatnge Trawshociy Drandhes Power Hariz Sioonix Pure: Resourses M T Weestleid Aminca BHC [Boke Caecade  Thenmo inetnament
Commurication  Offics Producis Symeme

Sourte  CIp KO Corpany FERgl

Morgan Stanley 24



CERTAIN PORTIONS OF THESE DISCUSSION MATERIALS HAVE BEEN OMITTED BASED ON A REQUEST FOR
CONFIDENTIAL TREATMENT SUBMITTED TO THE U.S. SECURITIES AND EXCHANGE COMMISSION (THE “SEC”).
THE NON-PUBLIC INFORMATION HAS BEEN OMITTED FROM THE DISCUSSION MATERIALS HAS BEEN
SEPARATELY FILED WITH THE SEC. EACH REDACTED PORTION OF THE AGREEMENT IS INDICATED BY A “[ * ]”
AND IS SUBJECT TO THE REQUEST FOR CONFIDENTIAL TREATMENT SUBMITTED TO THE SEC. THE REDACTED
INFORMATION IS CONFIDENTIAL INFORMATION OF NATIONAL INTERSTATE CORPORATION

FPRELIMNARY AND CONFIDENTIAL

Project Nile TACTICAL CONSIDERATIONS

Valuation Matrix

Implied Multiples Across Various Prices

MM
pmm % i-l.lf Squnuﬂt't-
Felerence Metric $3000 | 53100  $3200  $3300  §3400  §3500 52600 3700 §3a00 Precedents |
% Increase From Initial Proposal  Stock Price $30.00 0% 3% ™ 0% 13%  17%  20% 3% 27T%
Market Multiples _
Total Equity Value Total Shares  199MM 5888 | 6189 6390 6591 G792 6993 7195 7306 7507 -
P BY (W3172016) BVPS $1846  ©163x 168 173 179 184x  1980x 19 200x 206« 14x- 18 |
2016 P | E - Street EsBmates EPS 5158 190 ¢ 197 203 M0x MG X2 2% D5 Mx 130 - 1?.Ehcmf
2016 P/ E - Nite 2016 Plan EPS 5206 146x ; 150« 155x 160x 165 17.0x 175z 180« 184x 13.0x -1?.Ebtw:
Premium Analysis | _
Pre-Offer™ Stock Price $261 #33% ;. +3T% +42% +46%  +50%  +55% +50%  +64% +6O% 15% - 5%
Mo VWAP R Stock Price s24497 o200 1 e24% S2E% 4329 +36% 4096 +4d4% S4B% +50% 15% - 35%
52-Week High Stock Price $28.88 4% ¢ +T%  +10%  +14%  +1T% +21% +24%  +28%  +31% -
Cument™ Stock Price $30.04 (3%): +D%  +3%  +T% +10% +13% +16% +20% +23%
Transaction Analysis :
?,E,:"WI Estmates) | Siock Price $2000™ | 43% | eT%  10%  +14% 1T 421%  +24%  +20%  +31% |
.PDS M WIH skl Stock Price S350 1 (5W)! @%) 4% +5%  +B%  +11%  +14%  +1T% +21% | -
Sowoe  SHL Financal, Capital 3, Mie Maragement Extimabes, Sireet Extrraies and Company Fings
otea
% m"":ww'm“" :"“?'m“"' e e - i
A% o 1

& Fepresents the midpoint of fe DOM vahmtion range of SerafvEy Anafyss. (525,00 - §32.00]
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Project Nile

Section 3

Potential Alternatives
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Potential Benefits

Potential
Considerations

Morgan Stanley

PRELIMMNARY AND CONFRIDENTIAL

POTENTIAL ALTERNATIVES

Potential Strategic Alternatives for Nile (1 of 2)

1
Sale of Nile to a 3rd Party

= Amazon / Nile to sell 100% of Nile to a 3* party strategic / financial buyer
= Strategic buvers with presence in the sector and active M&A interest could include:

— Berkshire Hathaway - W.E. Berkley
- Travelers — Hartford
= Liberty Mutual = AmTrust

A Large universe of potentially interested parties could facilitate price discovery

A (Other insurance buyers may identify more expense svnergies achieved through consolidation of the platform
A Significant excess capital and inexpensive funding sources may increase competition of process

4 Nile's niche specialty platform could be strategically compelling

& Foreign buyers (e.g. China) may show increasing appetite for U 5. insurance acquisitions

¥ Amazon has stated its intent to not vote its shares in favor of an alternative sale to a 3™ party

¥ Actuarial diligence is expected to be significant and could be a potential detractor to value

¥ Significant management distraction, time commitment, and downside risks to plan if a full sale process is lannched
¥ Even under consolidation scenario, incremental value attributed to expense synergies likely to remain modest

= Nile expenses likely do not fully reflect n-rate operating expenses, as Amazon currently provides administrative
and actuanial services to Nile at no cost

¥ Few recent precedents of sumilar transaction size with valuation multiples higher than those implied by Amazon's offer
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Overview

Potential
Benefits

Potential
Considerations

Morgan Stanley

POTENTIAL ALTERNATIVES

PRELMMWARY AND CONFIDENTIAL

Potential Strategic Alternatives for Nile (2 of 2)

2
Capital Management

= Lever up balance sheet, remove excess capital,
and enhance ROAE

4 Levenng up the balance sheet could result in a
valuation uplift based on a higher ROE, albet
likely modest

& Opportunity to utilize freed up capital to fund
future growth initiatives or return capital to
shareholders

4 Take advantage of low inferest rate environment
to mncur debt

¥ Additional leverage could pressure Nile's A M.
Best rating, which could in fom impact
perception of capital strength among insureds
and shareholders

¥ Without additional debt, limited excess capital
available to retum to shareholders

3

= Divest certamn business segments or books of
business

4 Opportunity to utilize freed up capital to fund
future prowth initiatives or return capital to
shareholders

4 Allow management to focus on most profitable
lmes of business

4 Potential for strong buyer inferest in subsidiary
sales given current active M&A environment

¥ Management has not been able to identify any
non-core of easily separable divisions

¥ Sigmificant time and resources required to effect a
corporate carve-out

¥ Potential dis-synergies associated with reduced
scale and diversification

28
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. Book vaive per whare Daved on Wie Ceimaies
3 Fully dicied shares of 15 560 38 provided by Mie Maragemen

P
2 lllustrative Impact of Leverage on Nile Management
Estimates
- Applied incremental leverage of Impact of Leverage on 2016 ROAE
~$TOMM, which implies a swm
leverage ratio of ~24% HNile Management Mustrative Leverage
- Assumes cash proceeds from Estimates Scenario
issuance of debt returned to Target Level of Debt 20 100.0
Sase e Implied Leverage (Debt / Capital) 75% 239%
« lustrative analysis reflects -
dilutive) to shareholder value x Wustrative Cost of Debt ™ 1.7% 1.7%
creation
= Incremental After-Tax Interest Expense - 0.8
2016P Net Income 41.0 41.0
ProForma Net Income 41.0 40.3
2016P Book Value @ 3888 388.8
Pro-Forma 2016F Book Value 3888 nrs
Fully Dihuted Shares Outstanding ™ 199 199
Dividend Per Share wf Proceeds of Incremental Debt £3.56
Implied 2016P ROAE 11.0% 11.9%
Regression Implied P/B (3/31/2016) 133 1.39x
x Book Value Per Share (331/16) §18.46 $14.89
Implied 2016E Nile Share Price $24.49 520 68
Hustrative Value to Nile Shareholders §24.25
Incremental Value Per Share _(s025)
Sowres 53 Fironoo, Capitl 53, and Mie Wonogement Ecirosss. o
Wl
Morgan Stanley 1 ot ot provnd 7 e e 29
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Project Nile

Appendix A

Supporting Information
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Overview of Project Aristotle

Overview of Aristotle
*

= The firm offers six lnes of msurance
business ¥

+ The company 1s expected to underwrite
~$120MM of profitable premium

+ Loss and LAE rafio consistently in the
~60% range

RwEes Mo WG

Select Financial Metrics [2016P)

Revenue ~16MM

Het MGU Comm. ~10MM

Adj. EBITDA ~5MM

~120MM

Incremental Impact of Aristotle Acquisition i1
Trarsaction Close in 30718

HAT] %

B 87.0 e

[ a5 E50 ee

4 gt 54

2 28 | a2

[ QN S———— "]
(0.8

2) 78
2018P 2017E 2018E

Projecsid Met Incame Combined Ra5s

1. Aseumes 3 purTiaee price of ~SS5MA [0eol; mevesl raie of 5%, amorizadon of intangibies |3 )] ower T yeans

i
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P
Selection of Public Companies
Benchmarking Criteria: Selected Comparable Companies
% of DPW "
- Moted as a competitor by Nile —
in either the 10-K or other A Pmocdows | Cow .
business documents Ticksr Matenals (EMM)  Commercial Auto  Workers Comp.
- Market cap less than $5Bn and ey
greater than $300MM
o 5 LD REFUBLIC cavoimn ORI v/ 4,857 28.0%% T E%
= Significant book of business
related to commercial auto or " v
worker's compensation as % of AmTrust b 4953 0% 0%
total business
RL’ RLI v 2,850 11.8% 1.1%
M3 il General :‘) MGHC ..f 223 BE% 0.0%
Nile Business Mix l» SELECTIVE SIG1 v 2,058 16.2% 13.1%
% of DPW (as of 12/31/2015)
{/ J OneBeacon oB v 1,225 9.5% 6.6%
;‘m Lines urm UFCS \"/ 1,055 21.8% 10.5%
Comp Forepuey 2| f:ﬁ'?& - b STFC v 8s7 sox™ 7%
3% sy, M
AHNEMC EMCI v 544 18.3% 24%
INSURANCE
i I)ﬂ\[lef, DGICA ] iz %™ 15.6%
ENSEERANCE ¢ r
Baldwin & Lyons, Inc.
Bouros - Compiany fnge 'A The Pledge of Excellemee BWINE v 358 337T% 43.0%
Sowres S Fironctsl, Copitl D and Company Fiings (Woret i ac of S2520E)
L]
Morgan Stanley 3 Sovsmnden s Wit 32

3 COmBICin A FCIORE il 30 O ISCHIty (6 B OF DY) N A0 iy aagn [116% of DFnAD
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Nile Cost of Equity Calculation

Peer Predicted Barra Beta

Aa s EmEE Summary Assumptions
WACC Calculalion

Fredced b Cap

Dt i Hotes Bass Low Hiigh
g A egeaor, are s

AmTrust [ Ak Market Risk Premium (MRP) Morpan Slaniey esSmated market risk premium B0% a.0% 0%
LE] are 8
sixtorm Gnersi Bt 13
JEETE (5 ] 18

Linind Fier ard 1.8 Rk Free Rate (B Spot rabe 10-ypear ULS. Treasury as of SMA2018 1% 1.6% 105
DAEH SRR 247 13X
St At ouT By
— (L] i

Predicted Beta Average Beta of Selected Peers .80 [1E- 4] 0.0

Sermithaity Adjustment - 1.0% from base (1.0%) 1.0%

Cost of Equity [KE) Calculyted using the Capital Assel Pricing Maodel BT N T.Ms

Delta of cument market capitalization 1ime premaam of 1 N 1
Séxe Premeum Adustment poers compared i Mo % O L
Audjusted Cost of Equity (KE] .M L] B

Sowes  Caph K0 (5203016}
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Project Nile

Appendix B

Historical Trading Metrics
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Project Hile HISTORICAL TRADING METRICS

Peer ROE Comparison Since Nile IPO

GAAP ROE Relative to Peer Median (

®
Financial Crisis ™
0

12

Patr Average (s, RLL AFS]) Snee e PO; 7.6

e}
2008 2007 2008 2000 2010 2011 2012 2013 2014 2015

Mile Peer Median (excl RLI, AFSI} = RLI AFS]

Sowwres  Capisl 63
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Project Nile HISTORICAL TRADING METRICS

Relative P/ BV From Nile IPO to Present

P | BV Relative to Peer Median 1%
Sim at Mile IPO, 1282005
o

Hele Peak Financial Crisis ™
4.0 1t
1 Pusk KLI
1 &0

3.5

30
&

2.5 Mals 1525 rir

20
= HGHEC PO

05

2008 2008 2007 2008 2000 2010 2011 2012 2013 2014 2015 2018

Milz AFSI1 — LI Pear Median (exd. FLI, AFSI()

Sowoe  SML Franola [52071016)
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Disclaimer

We have prepared thns document solely for mformational purpeses. You should not defimtively rely upon it or wse it to form the defintive basis for any decision, contract, commtment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, enployees, agents and affiliates nmst hold this document and any oral mformation.
provided in comnection with s document in sinict confidence and may ot commumicate, reproduce, distnbute or disclose it to amry other person, of refer to it publicly, in whole or m past at
mmmﬁwﬂmm“ﬂmﬂmnm&m&dmufﬁnﬁmtpﬁrhﬁﬂdﬁm il.lwpnm:dmdy

We have prepared thos document and the analyses contamed m it based, mn part, on certain tions and in son obtaned by ws from the recipeent, its directors, officers, enployess,
m:ﬁhmnﬂhﬁmmhm&nmufnﬂmlﬂm&mmmw“hntM1 or necessanly agree with any of such

or information, and we have asnmed and relied the accuracy and completeness of such assumptions and imformation for purposes of this document Neither we nor of
mm o our or thear respective officers, Wmm miake any representation of warmanty, muwhﬂ.m:ﬂmmmhmx} umlﬁmn&'hemﬁ:s{m
contained in this document of any oral mformation provided in connection berewith, or any data it generabes and accept no responsibility, obligation or bability (whether direct or indirect, m
contract, tort or otherwise) o nelation to sy of such mformation. We and our affiliates and our and their respective officers, employees and agents expresshy disclaim any and all Lisbiliry
wiich may be based on ths document and amy errors therein of onussions therefrom. Nether we nor sy of our affilistes, or our or their respective officers. employees or agents, nake any
TEpTeseniation of Warranty, express or mplied, that amy ransasction haee been or may be effected on the terme or in the manner dated in this docurnent, of 32 10 the achievement or
rexsonableness of fature projections, management targets, estimates, prospects of retums, if any. Any views of terms contained herein are prelminary only, and are bated on financial,
econonne, market and other conditions prevading as of the date of s docment and are therefiore subject to change. We undertake no oblhigation or responsinlty to update any of the
nformation contamed m this doomment. Past performance does not guarantes or predict fistare performance.

This documend and the information contaned beremn do not constifule an offer to sell or the solxcitation of an offer o buy any secumity, commedity or mstrament o relaied denvative, nor do
they constitute an offier or commiment o lend, syndicate or amange 3 fnancing, underwrite of purchase or act as an apent or advisor of i amy other capacity with respect 1o vy ransaction, of
commrt capital, of to participate in amry trading strategies, and do not constitiate legal, regulstory, mmgwm:mmw the recipient. We recomsnend that the recipient seek independent
thurd party legal, regulatory, accounting and tax advice regarding the coatents of this docsment. This document does not constitiste and should not be considered as any form of financial
opimion o recommendation by us or any of our affihates. Thos document 15 not 2 research report and vas not prepared by the research department of Morgan Stanley or any of it affihates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without lnitation of amy
kind from the commencement of discussions, the U5, federal and state income tax treatment and tax structare of the proposed fransaction and all materials of amy kind (inchading opinions or
other tax analyses) that are provided relating to the tax treatment and tax stroctre. For this purpose, "tax structure” it limited to facts relevant 1o the US. federal and state inoome tax treatment
of the proposed transaction and does not include mfonmation relating to the wentity of the parties, their affibates. agents or advisors.

Thus document 15 provided by Morgan Stanley & Co. LLC and/or certam of 1ts affiliates or other applicable entitves, which may mclude Morgan Stanley Realty Incorpomated, Morgan Stanley
Senior Funding, Inc, Morgan Stanley Bank, N.A_, Morgan Stanley & Co. Infernational ple, Morgan Stanley Secarities Limited, Morgan Stanley Bank AG, Morgan Stankey MUFG Secunibies
Co., Lid , Mitsubishi UFJ Morgan Stanley Securities Co., Lid , Morgan Stanley Asia Limsted, Morgan Stanley Australia Securities Linnited, Morgan Stanley Australia Linnited, Morgan
Stanley Asia (Smgapore) Pre., Morgan Stanley Services Linmted, Morgan Stanley & Co. International plc Secad Branch and‘or Morgan Stanley Canada Limted Unless governing low permits
otherwise, you mmist contact an authonzed Morgan Stanley entity in your punsdicton regarding this document or any of the information contaned herein.
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FPRELIMINARY AND CONFIDENTIAL

P Eeassnaa s s
Nile Recent Trading Range

Trading Range Since January 2013

3
28
Feb-18-2014
Mas-16-2014
Amazon raises its offer i .
. Amazon ferminates the
530.00, representing its
“Bast and Final Prics™ 11 y *
AMAZCH
Proposed Offer
-L_ Prece: 530,00
C Q) 7 nm— WS AT S . S —— o e e e e e e e e e . . e e e e e
4
Muar-T-Z2016
P Feb-5-2014 AMATon announces offer b = 1
AT MEOURINS acquire cutstanding shares of Nile Fob-29-2016
offer 1o atqure flor $230.00, Previous trading day 52-week low
outstanding shares of clase (T418) of $22.81 ol $22 a0
Nie for 5.26.00 e ——
18
Jan-13 May-13 Sep-13 Jane 14 Belary-14 Sep-id Jan=15 May-15 Sep-15 Jan-18 May-18

Sowos Capital K3 (5372005 Compary Tings
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FRELMINARY AND CONFIDENTIAL

© Nile Management Estimates

MM
Actuals Forecast
20154 2016P 1TE 2018E
Operating Assumptions
GPW 7271 22 8265 847
Growth (%) 6.2% 7.0% 7.1%
NPW 6074 B46.4 6915 7399
NPE 585.8 614.4 657.3 7033
Loss Ratio 78.1% 75.2% 75.9% 75.5%
Expense Ratio 19.8% 20.1% 20.2% 20.2%
Combined Ratio 97.9% 95.4% 96.1% 95.7%
Met Income 208 41.0 455 516
Growth (%) 56.9% 10.7% 13.6%
Eamings per Share ™ $1.56 $2.06 52.27 $2.56
Book Value 358.9 388.8 4222 4610
Book Value per Share ™ $18.03 $19.50 $21.07 $22.89
ROAE 5.8% 11.0% 11.2% 11.7%

Sowce M Llanagemen] Dot

Morgan Stanley e sy o i o 1 v e )




Project Nile

Increased Growth

Bulk Loss Gap

Reinsurance

ME&A Opportunity

HNew Clients /
Mew Products

Morgan Stanley

PRELIMINARY AND CONFIDENTIAL

e
©) Areas of Additional Value

Special Committee's Views on Nile Management Estimates

Description

+ Top-line growth improvement based on rate improvement, competitor exits, and increased exposures
= Overall Y-o-Y GPW growth (in aggregate across all drvisions) of ~8% in 2017 and ~10% n 2018 (up from ~T%
in 2017 and 2018 per Nile Management Estimates)
« Eliminate bulk loss and LAE gap of ~1.0% in the Misc. and Other division annually in 2017 and 2018
= Loss ratio per Nile Management Estimates in 2017 and 2018 were 75.9% and 75.8%, respectively; bulk
less improvement o 74 9% in 2017 and 74 8% in 2018
« Expense ratio improvement with scale
— Expense ratio improvement to 19.7% from 20.2% n 2017 and 2018

+ Increased retention andlor ability to achieve lower cost of reinsurance
= ~2.0% reduction in cession rate (overall going from ~16% to ~14%) across divisions("
— Would result in a reduction of ceded premiums by ~12%

» Project Aristotle (Currently in Second Round Bidding Process)
— llustrate acquisition as completad in August 2016
- Produces additional ~$87TMM GPW by 2018
= Estimated purchase price of $66MM, funded by debt

+ New clients or new products that generate top-line growth (forward impact not quantified)
— National Accounts upside from the potential addition of 1 or more larger clients

-MhhastypmalylmmducodlwznwprMp«war generating an increase in revenue, which has not
been reflecked in the Nile Management Estima

Srre Wi Llanageerd Duirabes and Spedal Comehes propowesd arean of addflonal e Rema

[Hakuas
1. inciues Trook and Ervoreranial, Pascenger Transporinon, arine, Masoral Accouns, Spssoiaty Toraportaon, and Hoeol and A




FRELIMMARY AND CONFIDENTIAL

© Potential Synergies

Description

+ Elimination of public company costs
- Audit fees, stock compensation expenses, Director fees, and public reporting fees totaled $3_2MM in 2015
— Estimated savings of ~52MM by virtue of the transaction

Direct Public
Company Expenses

+ Additional savings in G&A costs
Other G&A Expenses — Expense synergies in functional areas that include legal, HR, investments and other
— 5% to 15% of G&A expenses (excuding public company costs) of $23 6MM in 2015
+ Potential for improved investment yield on investment portfolio by Amazon given scale and product
Investment Income capabilities
— Assumes a 10 - 20bps yield improvement on $1.28n investment portfolio

+ Reduce assigned risk underwriting losses through the use of Amazon non-admitted licenses
= ~58MM loss in 2015 (assumed range of 0% to 50% realization of benefits)

E
Tax + Elimination of DTL associated with Amazon
Considerations — DTL of $63MM (as of 12/31/2015) that would no longer be required to be mamtained

E -

Assigned Risk

+ Incremental sarmings to Amazon as a result of Project Aristotle (impact not quantified)
— Aristotle business that is curmently being brokered (e.g., inland marine) could potentially be retained by Amazon

New Lines of

Sourcs NI LRGgEment EEimitie Id SpRal COMmitg proposed el Of polel fyhieiel
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FPRELIINARY AND CONFIDENTIAL

Nile Value Buildup
Assumes 100% Realization of Additional Value ltems and the Range of Potential Synergies, in
Addition to Nile Management Estimates

3 Per Share

Selected Per Share Valuation Ranges

€ Dividend Discount Model Analysis

Nile Management Estimates ' 27.80 J2.87

@ Areas of Additional Value
A Increased Growth 0.39 0.39
] Bulk Loss Gap 1.86 1.86
¢ Expense Efficiency 0.83 0.83
o Reinsurance 0.48 048
Subtotal (excl. Aristotie) * 31.58 36.65
B Project Aristotle ™ 1.80 1.80
Subtotal (incl. Aristotla) 33.38 38.45

© Potential Synergies ©

A Direct Public Company Expenses 0.50 0.75
B8 Other G&A Expenses 0.50 1.25
c Investment Income 0.50 075
o Assigned Risk 0.00 1.50
Total Areas of Additional Value and Potential Synergies 34.89 42.71
E' Tax Considerations ™ 0.00 3.15
Total Areas of Additional Value and Potential Synergies (incl. Tax Considerations) 34.89 4586

I;m e kiarogement Esimaies, Special CommiBee proposed meas Of a0eiSonal vaie Bms and poieial synenges, and Capil 10

1. SR ranGE & Do o T o8l of Squity OF 7.7 B 6T N T PP of 1,37 o 160w
Z Compounaing effect of 5027/ gh of wale rried 1P RS
uumm:rum:mamhmmmnmm
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FRELMMNARY AND CONFIDENTIAL

Disclaimer

We have prepared thns doonment solely for informational paposes. You should not defimtively rely upon it or wse it to form the definttive basis for any decision, contract, commstment or
action whatsoever, with respect to any proposed transachon or otherwise. You and your directors, officers, employees, agents and affihates mmst hold this document and any ol informabon
provided in connechion with this document in sirict confidence and may not commmmicate, reproduce, distiibute or disclose it to amy other person, of refer to it publicly, n whole or in part at
any time except with our poor witien consent. Emmﬂ&midmﬂhmpm*kklﬂmﬂ copacs mnmediately.

We have prepared this document and the analyses contaimed in it based, in part, oa certaan tions and information obtained by us from the recipvent. its directors, officers, employees,
lmis,lﬁhﬁn&hﬁmdhm&rmofﬂhmﬂmmumpl}‘ﬂﬂwhn!nﬁpﬂﬂmlh’tulﬁxdwmiylwwﬁmynfwdl
asnmmptions of information, and we have asamned and relisd upon the and i for of this d i Meither we Bor ay of
our affiliates, o our o their respective officers, enployees of agents, make mmaw mw%m:ﬂnmm&emm completencss of the information
contaned in this docenent or any oral information provided m conection herewath, or amy data it peoerates and accept 0o responsibnlity, obligation or labality (whether direct or mdirect, m
contract, tort or otherwise) in relation to amry of such miormation. We and oux affiliates and o and thewr respective officers, employees and agents expressly dischum amy and all abality
wiiich may be based o tis document and any errors therem or onussions therefrom. Nesther we nos any of our affiliates, or our or their respective officers, emaployees or agents, make anry

N O Warmanty, express or mphed, that any fansaction has been or may be effected on the terms or in the manner stated in this document, or as io the achievement o
mmuﬁm&ﬁmwcwwmm esBmates, prospects of retarns, if any. Amy views or terms contained herein are prelminary only, and are based on financial
econonn:, market and other conditions prevailing s of the date of thes document and are therefore subject to change. We undertake no obligation or responsibidity to update amy of the
information contamed m this docement. Past performance does not puarantee or predact future performance.

Thus documend and the information contaned beremn do not constitute an offer to sell or the solicitation of an offer to buy any secumity, commodity or mstrament or related denvative, nor do
they constitute an offer or conmutment to lend, syndicate or arrange a financing, underwrite or purchase o act as an agent or advisor of in amy other capacity with respect to any ransaction, or
commmit capatal, of to participate in amy trading strategies, and do not constitute legal, regulatory, acoounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulstory, accounting and tax advice regarding the contents of this document. Thas document does not constitute and should not be considered as any form of financial
opimion o recommendation by us or amy of our affihates. This document 15 mot a research report and was ot prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding amything herein to the contrary, each recipient hereof (and their emplovees, representatnves, and other agents) mary disclose to any and all persons, without hutation of amy
kind from the commencement of discosgions, the U5, federal and state income tax ireatment and tax stnacture of the proposed transaction and all materials of amy kind (mchadimg opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For thes purpose, “tax structure™ is limited to facts relevant to the US. federal and state moome tax treatment
of the proposed transaction and does not mchude information relating to the identity of the parties, their affiliates, agents or advisars.

Th&umumﬂdhhh@hkj&&Hﬂﬂwmﬁnﬁhﬂwﬂhqﬁ.ﬂkmnﬁhmmmmmmﬂmm
Co.Ltd, Mkt UF) wms;q:"mm Lid s.hpunw ; Lgmd.hhpnhley Australia Securities Limited, Msmkym Australia Limited, Morgan
Mryﬂ.ﬂl[ﬁnmﬂ Standey Services Lmdrd,?-'lwgmstnlty&ﬁ hmuﬂﬁc&uﬂ&uhmd‘wbhgnﬁmky Lizmited Unless governing law permits
mMmmﬂmlﬂmmdhhnghﬂqmymmmMﬂEMMmﬂﬂrmmm
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FPRELMMNARY AND CONFIDENTIAL

Nile Implied Valuation

Based on Nile Management Case

Regression implied Prices
Acquisition at Year End
2016E 2MTE 2MBE
ROAE ™ (%) 1.0 12 117
Regression Implied P/BY @ 1.28x 1.32x 1.33x
BvPS ™ $19.51 $21.08 $22.90
Implied Stock Price $25.06 $27.81 $30.39
Premium to Implied Stock Price 25% 25% 25%
Acquisition Price f\igd._.?f ik f\&azs_:;)
A PV of Acquisition Price (at 6/30/16) ¥ $31.27 $31.84
Aggregale Dividends per Share since 6/30/16 "4 0.88 152
B PV of Dividends (at 6/30/16) 0.83 138
A -®  Total PV Per Share (at 6/30/16) 7$32.10 ) 153322 )
Sowrty  Nie Worugeend DiSmitel e Caon 60 (BET 20
hecten
1. Pl bl ESDe
1 Piiri Poieoid ° T fgridon sl i T Bitwing O, AP, HGHC, S0, O, URCS. DTG, ENCY g DGICA. AT MGHC i D0 uies
20MBE RO o 2010E Bamed o W “Treet DEimutes, hosever_ 38 DT COMpanies. GEine 201 TE S 208K In e negretiion aroryie ghven he Lk of
EEE -1t
Morgan Stanley o el S 2
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FRELMINARY AND CONFRIDENTIAL

b EE e

Review of Amazon’s Prior & Current Offers for Nile

Pricer Offer: 292014 Eﬂlﬂ‘ Offer: AT2016
1.0ay naffected  Original  Revised 1.Day Unaffected  Original  Fevised
Matric 3247 $78.00 §30.00 Madric S7L8 530,00 $30.75
PIBY
PIBV (most recent quarter) $1763 126x 158 170x $18.46 122¢ 163 167«
BB (. Fhosd MMADCIJ'-"’ 516.84 132 1 66x 1.78x S17a1 12Tx 1.68x 1.7 3%
PIE
Prior Year Net Income from
o jors, per st ,ﬂilutedm 3067 331x 41.8x 44 Bx $1.16 19 5% 25 0 2650
1-Year Forward P/E "
(] - [_]
Management EPS § ROE 8230 7 132% 9Ex 12.2% 13.0x% 5206 I 11.0% 11.0x 14 6x 14 S
Street Consensus EPS ROE $164 f 8.9% 1350 17T4x 183 | $158/87% 144 190« 195¢

SoUtE N Manuchend Enbeaie, Corpary Mings, CIpRN 10 [BITI0M6)

L= ]

1. Eid offer uliteed BY 2z of OF 1X, cument offer ublitzes B 28 of OT'58

2 B ex-hDC used, a6 By ewchucing unreaiied on fieed MERrSes unavalaoe for Nie i 2096 O

3 Pier W iof T 2004 O 0 BaGad o 2013 SETINGE. curmen ofel Baked o 3015 saTirgs

4 e Fofedr) EP7 dilirolsg ix 2008 ofer ripreent sifrmules. Bor 20TEE J010E edSrmided e Tor et curmin® oy
5 FromATETn 5L TO-TAA, Bied of 2710014
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FRELIMIMNARY AND CONFIDENTIAL

Disclaimer

We have prepared thos doonment solely for mformational purposes. You should not definstively rely upon it or use it to form the defintive basis for any decision, contract, commutment o
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, emplovees, agents and affiliates mmst hold this document and any oral information.

provided in connection with s document in sinict confidence and may ot commuricate, reproduce, distnbute or disclose it to amry other person, of refer to it publicly, in whole or n past at
any time exoept with our pror witten consent. If you ane not the miended reapient of this document, please delete and destroy all copies mmediately.
We have prepared this document and the analyses contamed m it based, in part, on certain tions and inf: son obtaned by us from the recipient, its directors, officers, enployess,

m:ﬁhmﬂhﬁmudnmﬁwmufnﬁmnﬂmﬁum&mm@yﬁl“mlﬁmﬂuﬂytﬁ:ﬂdmm&lﬂilpaewﬂhlnynfﬂﬂl

or information, and we have assumed and relied hmmmdmmﬂmﬁmmhmﬁmmm“m of
mm.wwmmm\!m”h;mﬂm miake amy representation of warranty, express of Explied, in relation to the y o conpl ﬂmwﬁm
contaned in this document or any oral mformation provided in connection berewath, or any data it generates and acoept no responsibility, uhhphmw“ﬁn{wﬂldhhmwmhnﬂm
contract, tort o otherwise) m relation to sy of such mformation. We and our affiliates and our and their respective officers, employees and agents expresshy disclaam amry and all Labality
which may be based on this document and any errors therein of cnmssions therefrom. Nesther we nor amry of our affiliates, or our or their respective officers. employees or agents, nake any
representabion of warranty, express or mpled, that amy Dansaction has been or may be effecied on the terme or n the manner stated in this doooment, or as to the achievement o
reasonableness of future projections, management tarpets, sstimates, prospects or rehams, if any. Any views of terms contained herein are prelmminary only, and are bated on financial,
econom:, market and other conditions prevading as of the date of this document and are therefore subject to change. We undertake no obligation or responsibibity to update any of the
information contamed m this document. Past performance does not guarantes or predict fitare performance.

This documend and the information contamed beremn do pot constifule an offer to sell or the solxcitation of an offer io buy any secumity, commedity or mstrament o relaied denvative, nor do
they constifute an offer or commtment to lend, syndicate or amange a financing, underwrite or purchase or act as an agent or advisor of i amy other capacity with respect to amy ransaction, of
commt capital, of to participate in amy trading strategies. and do pot constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
thurd party legal, regulatory, accounting and tax advice regarding the coatents of this docsment. This document does not constitiute and should not be considered as any form of financial
opinion or recommendation by us or any of our affihates. This document 15 not a research repart and was not prepared by the research department of Morgan Stanley or any of its affihates.

Notwithstanding anything herem to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without hrtabion of any
kind from the commencement of discostions, the US, federal and state income tax treatment and tax structore of the proposed fransaction and all materials of amry kind (incledmg opinions or
other tax analyses) that ave provided relating to the tax teatment and tax struchure. For this purpose, “tax stracture™ is limited to facts relevant to the 1.5, federal and state income tax treatment
of the proposed transaction and does not mchude mformation relating to the wentity of the parties, their affibates. agents or advisors.

This document is provided by Morgan Stanley & Co. LLC and/or certam of its affiliates or other applicable entities, which may mclude Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc, Morgan Stanley Bank, NA_, Morgan Stanley & Co. Infernational ple, Morgan Stanley Secanities Limited, Morgan Stanley Bank AG, Morgan Stankey MUFG Secunities
Co., Lid , Mitsubishi UF] Morgan Stanley Secumities Co., Lid , Morgan Standey Asia Limsted, Morgan Stanley Australia Securities Linmted, Morgan Stanley Australia Linnited, Morgan

Stanley Asia (Smgapore) Pre., Morgan Stanley Services Linmted, Morgan Stanley & Co. International plc Secad Branch and‘or Morgan Stanley Canada Limated Unless governing low permits
otherwise, you oxist contact an authorized Morgan Stanley entity in your pansdiction regarding this document or amry of the information contaned herein.
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b e

Nile Valuation Matrix

{ oOrginal  Revised  Current:
: Offer Offer Offerl ... . MAA | Squesze
Reference Metric i 53000 $30.75  $32.00 0 $3250 | $33.00. $3350 | Out Precedents

Total Equity Vadue (SMM) ™ Total Shares 199 MM | SHA B 61319 6390 ! 6491 | 6581, 669 2 -
P I BV (W312016) BVFS $18.46 | 1.63x 167x 1Tl ATee | 1Tl 18k 1.4 1.8x
2016 P/ E - Street Estimates EPS 515 | 193 19.8x 08x; 208 220 25k 130x- 170
2016 P I E - Nee 2016 Plan EPS 5206 i 14.6x 14,5 15.5x : 15.8x : 16.0% . 16.3x 130x - 'I?.l?.'ul“:l
ey ;' =
Pre-Offer ™ Stock Price S2E1 | I 3% 2% eM% | 8% 40% 15% - 36%
3o VAP Stock Price ST | 0% eI %D W% | eTK| oM 15% - 35%
52-Wesk l-m':' ‘Shock Prica 2608 i 4% 5% +10%% 1% : +14% : +16% =
Current™ Stock Price $30.12 ' (0%} 2% 5% ! % S0%; 1% -
o i B
% Increase From Original Offer Stock Price $30.00 0.0% 25% BT% E¥% | 100%; 117% -
Incremental $ for Amazon from Crigingl Offer  Original Offer 52928 ¢ 0.0 574 msli M8 | 3BT SMT ;

Sowoe  SHL Francal, Captal I3, Mie Maragemeni ExSrabes, Sieel Exirrabes and Comparry FEngs

Hecten
T AdicfTie FLITy (LY SR SUSRTN YRR O 15 SR 36 PITAAON] Dy N MO
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FRELMMARY AND CONFIDENTIAL

Db L
Nile Regression-Implied Stock Price

P I BV vs. 2016E ROAE Regression Analysis ()

200
R*= (.80

Hile Management Implied PIEY: 1 33x
Implied Stock Prace: $25.92 m

=
5 Street implied PIBV: 1.30x
E Implied Stock Price; $22 32 ™

1.00 f’“‘“ ALFTEr R

e Maragement Cane
0.50
0.0 50 B.5% 100 11.0%% 15.0 00
I016E RDAE %)

Sourte DML FiRancls |78 ML WoE el retedrch, Treel il and Wi MarageTid Eibimates.

'I'“.mmmnwmunmvmmmmummnwmuuwmw
2 Dusied Gn 2000 P IVPT oF 315051, par Wi Miragesws Ciie
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FRELMMNARY AND CONFIDENTIAL

Nile Recent Trading Range

Trading Range Since January 2014

Pricing (!
Pre-Offer = p ]
¥ 3-Mo. VWAP $24.97
52-Week High ™ 520,98
Apr-15-2015 Csrrant O
52-week high |
of $28 68 @ e
COriginal Cdffier
$3.00
June-24-F016
2780 ! 2 | . . i | 4 Dy afier
I Eirguit vobs
MarA7-2014
0 The dary after termination of the
‘tendar offer, Nile slock lalls from
$30.90 to $28.00, representing a
[10.3%) one-day drop
2250 Mar-T-2016
. Feb-5-2014 AMATHh announces mitial Feb-29-2016
g'rllmln announces. offer Proposal (Onginal Offer) o 52-week low
sequire acquine outstanding shares of of 52220M
shares of Nile for $208.00 Mas for $30.00
2000
Jan=14 May-14 Sep-id Jan-15 May-15 Sep-15 Jan=18 Mary-18
Hile S3ock Price

?-.wmm prices for et rebevard S periods e St % o iof Ao Orlihnal Ofer [1416)
Mﬂrgan Stanley i mmwr&mn%@mmbwum B?II'M!'?HE 4
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Project Nile

2016E Plan EPS by Quarter
Flan Actual '

L gl] 047 0.3

e 0.5 L5

e 3053 0.5
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May 20 vs. June 27 Aristotle Financial Outlook

2018E Companson ("

$000
May 20 iteration June 27 lteration Change
2BE F0BE $ e ]

Dperating Assumptions
GPW BB AGT 117,264 30,797 I56%
HPW 69,173 75,326 6,153 8.9%
HNPE B6.611 72,536 5,825 8.9%
Loss and LAE (39,972} {44,307) (4.335) 10.8%
Het Commission Expense (8.801) (5,138) 3665 (41.6%)
Other Expensas (10.705) {15,503) (4,798) 44 8%
Losz Ratio 60.0% 61.1% 1.1% -
Expense Ratio = 29.3% 5% (0.6%) -
Combined Ralio B9.3% B9.5% 0.2%
Undenwriting Income 7133 7,580 457 6.4%
Investment Income 2,330 2133 {1597) (B.5%)
MGA Income 2853 = (2,853} (100.0°%)
Earmni
EBITDA 12,316 9,723 (2,583) (21.1%)
Depreciabon and Other Amortizabon (177) {(177) - 0.0%
EBIT 12,139 9,546 (2,593) [21.4%)
Interest expenss - axsting debt {125) (125) - 0.0%
Less: Taxes {3,604) (2.826) 178 (21.6%:)
Het Income (Pre-Transaction Adjustments) 8,410 6,585 1,815) (21.6%)
Aristotie Adjusimenis:

Finaneing Interes! Exp [AMer-Tax) L (2.356) (2,240) 115 (4.9%)

Transaction Amortization {1,429) 1,428) . 0.0%
Incremental Het Income 4,626 2,926 {1,700} [36.7%)
Iner tal EPS 0.23 0.15 {0.09) 136.7%)
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Nile Financial Outlook for Aristotle
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DRAFT
PRELBEMARY AND CONFIDENTIAL

Disclaimer

We have prepared thos doomment solely for mformational purpeses. You should not definstively rely upon it or use it to form the definative basis for any decision, contract, commutment o
action whatsoever, with respect to any proposed transaction of otherwise. You and your directors, officers, emplovees, agenis and affiliades mmst hold this document and amy oral mformation.

provided in comnection with this document in strict confidence and may ot comeunicate, reproduce, distribute or disclose it to amy other person, of refer o it publicly, in whole or in part at
any time exocpt with our poor witten consent. If you ane not the miended recipient of this document, please delete and destroy all copies mmediately.
We have prepared this document and the analyses contamed i it based, in part, on certain tions and inf: son obtaned by us from the recipent, its directors, officers, enployess,

lm:ﬁhmnﬂhﬁmuﬂnmhmufﬂmﬂﬁmﬁmﬂyhmh-ﬁmﬂﬂytﬁwm“m“&m

or information, and we have ssnmed and relied the accuracy and completeness of such assumpbions and mformation for purposes of this document Neather we nor amy of
mm.wmnrmm\':m“h)wwm miake any representation of warranly, express of mxpbed, i relation to the acouracy umlﬁmﬂhenﬁtgfm
contained in this document of any oral information provided in comnection berewith, or any data it generabes and accept no responsibility, obligation or bability (whether direct or indirect, m
contract, tort or otherwise) m relation to sy of such mformation. We and our affiliates and our and their respective officers, employees and agents expressly disclaim amy and all Liabality
which may be based on thes document and any errors therein of cnmssions therefrom. Nesther we nor amy of our affiliates, or our or their respective officers. employees or agents, make amy
TepTesentation of Warranty, express or mnplied, that amy mansaction hes been or may be effected on the terme or in the manner stated in this docurnent, o 25 10 the achievement or
reasonableness of future projection:, mumagement tarpets, sstimates, prospects or rehame, if any. Ay vievs of terme contained hersin are preliminary only, and are bated on financial,
econoon:, market and other conditions prevadling as of the date of ths document and are therefiore subject to change. We undertake no obligation or responsibility to update any of the
information contamed m this document. Past performance does not guarantes or predict fistare performance.

This documend and the information contaned beremn do not constifuie an offer to sell or the solxcitation of an offer io buy any secumity, commedity or mstrament o relaied denvative, nor do
they constifule an offer or commmtment to lend, syndicate or arange a financing, underwrite or purchase or act as an agent or advisor of i amy other capacity with respect to any ransaction, of
commet capital, of to participate in sy trading strategies. and do not constitte legal, regulstory, accounting or tax advice to the recipient. We recomenend that the recipient seek independent
thurd party legal, regulatory, acoounting and tax advice regarding the coatents of this docment. This document does not constitute and should not be considered as any form of financial
opimon o recommendation by us or any of our affihates. Thos document 15 not 2 research repart and was not prepared by the research department of Morgan Stanley or any of its affihates.

Notwithstanding anything hevem to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to amy and all persons, without homtation of any
kind from the commencement of discussions, the U'S. federal and state income tax treatment and tax strochare of the proposed fransaction and all materials of amy kind (inchading opinions or
other tax analyses) that are provided relating to the tax treatment and tax struchare. For this purpose, “tax stracture”™ is limited to facts relevant to the US. federal and state income tax: treatment
of the proposed fransaction and does not include nformation relating to the identity of the parties, their affiliates. agents or advisors.

This document 15 provided by Morgan Stanley & Co. LLC and'ar certam of its affiliates or other applicable entities. which may mchode Morgan Standey Pealty Incorporated, Morgan Stanley
Senior Funding, Inc, Morgan Stanley Bank, NA_, Morgan Stanley & Co. Infernational ple, Morgan Stanley Secarities Limited, Morgan Stanley Bank AG, Morgan Stankey MUFG Secuniies
Co., Lid, Mtsubishs UF] Morgan Stanley Securittes Co., Lid , Morgan Standey Asia Limsted, Morgan Stanley Ausiralia Securities Limited, Morgan Stanley Australia Limited, Morgan
sm:ym (Smgapore) Pre., Morgan Stankey Services Linuted, Morgan Stanley & Co. International plc Seould Branch and‘or Morgan Stanley Canada Lizmited Undess governing Low permits
otherwise, you mmist contact an authonzed Morgan Stanley entity in your punsdiction regarding this document or any of the information contained herein.
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May 20 vs. June 27 Aristotle Financial Outlook

2018E Comparison ("

$000
May 20 Heration June 27 leration Change
2018E 201B8E $ %
Operating
GPW 86467 117,264 30,787 35.6%
HEW 69,173 75,326 6,153 B.9%
HPE 66,611 72,536 58925 B.5%
Logs and LAE (39,972) (44,307) (4,335) 10.8%
Het Commission Expense (8,801) (5,136) 3,665 (41.6%)
Other Expenses (10,705) (15,503) (4,798) 44,5%
Loss Ratio E0.0% E1.1% 1.1% -
Expense Ratio *' 29,3% 285% (0.6%) B
Combined Ratio 89.3% BS.5% 0.2%
Underwriting Income 7,133 7,590 457 6.4%
Investment Income 2330 2,133 (187} (8.5%)
MGA Income 2853 = {2,853} (100.0%)
Earnings impact
EBITDA 12,316 8,723 (2,583) (21.1%)
Depreciation and Other Amortizalion {177) {177 - 0.0%
EBIT 12,138 9,546 {2,582) (21.4%)
Interest expense - existing debt {125) {125) - 0.0%
Less: Taxes (3.804) (2,826) 778 (21.8%)
Het | {Pre-Tr tion Adjustments) 8410 6,595 {1,815) (24.6%)
Arigtofle Adjusiments:
Financing Interest Expense (After-Tax) il (2.356) (2,240) 115 (4.9%)
Transaction Amortzaton ! (1.429) (1.428) - 0.0%
Incremental Het Income 4,676 2,926 {1,700) [36.7%)
Incremental EPS 0.23 0.15 {0.09) (36.7%)
alustion impact ($ | share)® $1.60 $0.78
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Nile Management Case (1

FRELIMINARY AND CONFIDENTIAL

Dividend Discount Model: Aristotle Comparison

Mile Management Estimates

Mile Management Case with Project Aristotle @

SATM s
Actuals Forecast Terminal Actuats Forecast
154 201EF HATE HHBE__ Value HH5A) i FHHTE Z1EE_ Value
Operating Assomplions Operssng Aasumplions
GPW T 22 BHS BT GPW THA B03.2 S0 10020
Growth (%) &% 7% 7% Growh (%) 10.5% 164% 1.7%
Cormited st pedx A% 057 Cornbrad Rate paEn 05.E% [F:)
Neet Income 08 ] 455 e Met Income T 1 55 544
Growth (%) W% 0% 136% Growh (%) 0% 19.2% 15.7%
Book Vakue BLG T 4n3 4810 Book Value [T w50 4193 4800
Book Vakus pa Share!™ sig02| s 52107 52280 Book Value per Share s1200 | $1038 S0080 52280
ROAE 8% 11.0% 14.7% 1.7% ROAE 58% 10.7% 3% 124%
Dvwdends 0.4 "2 120 124 Dinvdards 104 12 1248 120
Cash Flows Cash Flows
Fegreasion implhed FIEV 137" Regression Imehied PEV 14
Termiraal Value (12731/2018) = Terminal Value {{2312018) 54
Divtenass ™ 58 120 129 Diadands ™ 58 120 120
Discount Period (Years) 0.00 1.00 200 250 Disoount Period [Years) 000 1.00 200 250
Déssount Face ' 100 083 .80 0E Disoount Faceor ™ 1.00 083 0.50 083
Present Vahe of Cash Flows [ Terminal Vahie 58 1F] 1.1 5304 Present Vahue of Cash Flows. | Terminal Vahe 58 114 [TX] 5421
Presant Value Book Value Per Share (302008 | _ 52840 Present Vaiue Book Value Per Share (82072018) . 2719
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FRELIMMWNARY AND CONFIDENTIAL

Nile Significant Institutional Investors

A B C D E F
Top 10 Current Active Investors (1

G

Multiple of Average Daily Volume'™

% of Float 1-Month 3-Month 1-Year
Shares Held % of Float  [ex. Amazon & Daily Awg. Duaity Avg. Diailty Awg.
Inatitutional Investor (00 % of TS0 {ex. Amazon) Insiders) (L] (1] i}
T. Rowe Price Associates 1334 BT 137 18.0 e 531 466
Fidality Managamean! & Resaarch @18 46 95 124 1.2 366 321
Gabeli Funds mm 4.1 8.4 1.1 18.9 AT 28.7
Cartson Capital 400 20 41 54 9.2 159 14.0
Highbridge Capital Management 00™ 15 kR 4.1 6.9 11.9 10.5
Longfelow Investment Management Co, 298 15 £ | 4.0 6.9 1.9 10.4
Fortress inmsestment Group 2BB 14 3.0 39 §.6 115 10.1
Glenmede inveatmeant Managament 216 1.1 22 29 50 B& 7.5
Meuberger Berman 165 08 1.7 22 EY: 6.6 58
Delaware Investments 105 0s 1.1 1.4 24 42 ar
Top 10 Inst’] Shareholder Ownarship 4,845 24.3% 49.8% 65.5%
Somoe  Thomeon Ownership, Capital 10
Morgan Stanley b — — 5
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FRELIMWARY AND CONRIDENTIAL

Implied Regression Analysis Valuation (Unaffected)

$26.83 - Based on Nile Management Estimates, Implied Standalone Value (11.0% ROE, 1.38x P/BV)
$23.87 — Based on Street Estimates, Implied Standalone Value (8.7% ROE, 1.25x P/IBY)

P I BV vs. 2016E ROAE Regression Analysis )

o0
RE=0.78

Nile Management lmplsd P/EV: 13Bx
Implied Stook Price: $26 B3 &1

Strest Implisd PIEV:. 1.25x
Implied Stock Price: $23.87 2
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FRELIMMNARY AND CONFIDENTIAL

e R

Valuation Matrix

Offec ___ Offer ___ Offer MEA! Squeeze

Reberence Metric $30.00 $30.75 $X2 00 1 533 25 $32.50 $3275 $33.00 Out Precedents
Total Equity Value (384M) ™ Total Shares 109 MM - 5088 8139 830.0 ' (2R B40.1 854.1 8501 .
P I BV (V31/2018) BVPE AT 1.83x 1.87x 173 1.75x 1.78x 177 1.0 142 1.8x
2018 P/ E - Street Estimates EPS $1.58 100 10.5x 03 ) 0.5x 208 x 210 120 - 170
2018 P/ E - Nile 2018 Plan EPs $208 1482 14,8 16,65 | 18,7 1582 18,8 18 0 180 1700
e ; |
Pre-Ofter ™ Stock Price 5zze0 : +33% +30% % +43% +44% +45% 4% 15% - 35%
o VAR = Sk Price 2497 + 20 +23% +28% + 0% + 30 +315 *37% 15% - 35%
E2-Wask High'™ Steck Price $E0E 4% 0% 1:105? +11% +12% +13% =14% -
Cument™ Stock Price 2071 %) - H!i 5% % TR +T% .
e ;' 5
% increase From Onginal Offer Sinck Price $30.00 | 0.0% 5% T 7.5% 3% 2w 10.0% .
Incremantal § for Amazoe from Original Offer  Original Cffer oeos ! $0.0 $74 s:narf $223 $248 o732 $207 | -
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FRELEINARY AND CONFIDENTIAL

Disclaimer

We have prepared thos doonment solely for mformational purposes. You should not definstively rely upon it or use it to form the defintive basis for any decision, contract, commutment o
action whatsoever, with respect to any proposed fransaction or otherwise. You and your directors, officers, employees, agents and affiliades mmst hold this documment and amy oral mformation.

provided in comnection with this document in sinict confidence and may nof commmumicate, reproduce, distiibute or disclose it to any other person, of refer to it pablicly, in whole or n past at
mymmthnhwmmmannﬁhmﬂmqumpﬁt&hmﬁﬁmﬂmm
We have prepared this document and the analyses contamed m it based, in part, on certain tions and in: son obtuned by us from the recipient, its directors, officers, enployess,

m:ﬁhmnﬂhﬁmuﬂnmhmufnd:mmﬂmﬁmmhﬁmmT&ﬂ“h\tlﬁmduﬂijrtt:ﬂdmmmnﬂilgmewnhlnrnfswjl

or information, and we have ssamed and relied the accuracy and completeness of such assompbions and imformation for purposes of this document Neither we nor amy of
mwwammwMWummwwww express of mplied, m relation to the acouracy umlﬁmﬂhewgm
contaned in this docwment or any oral mformation provided i connechon berewath, or amy data it generabes and accept 0o responsibibity, obligation or Labality (whether direct or mdirect, m
contract, tort or otherwise) m relation to sy of such mformation. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all Liabality
which may be based on this document and any errors therein of cnmssions therefrom. Nesther we nor amry of our affiliates, or our or their respective officers. employees or agents, nake any
TepTesentation of Warranty, express or mplied, that amy ransaction has been or mxy be effected on the tenme or in the manner stated in this docurnent, o 25 10 the achievement or
reasonableness of future projections, umagement tarpets, estimates, prospects of rehams, if any. Any views of terms contained hersin are prelmminary only, and are bated on financial,
economn:, market and other conditions prevailing as of the date of this document and are therefore subject to change. We undertake no obligation or responsinbity to update any of the
information contamed m this docmment. Past performance does not guarantes or predict fistare performance.

This documend and the information contaned berem do not constifute an offer to sell or the solxcitation of an offer io buy any secumity, commodity or mstrament o relaied denvative, nor do
they constifute an offer or commmitment to lend, syndicate or arange a financing, underwrite or purchase or act as an agent or advisor of i amy other capacity with respect to amy ransaction, o
comut capital, of to participate in amry trading strategies. and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
thurd party legal, regulatory, accounting and tax advice regarding the coatents of this docsment. This document does not constitiute and should not be considered as any form of financial
opimion of recommendation by us or any of our affihates. Thos document 15 not 2 research repart and was not prepared by the research department of Morgan Stanley or any of it affihates.

Notwithstanding anything herem to the contrary, each recipsent hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without hrutabion of any
kind from the commencement of discostions, the US, federal and state income tax treatment and tax structare of the proposed transaction and all materials of amry kind (inchedimg opinions or
other tax analyses) that are provided relating to the tax treatment and tax struchure. For this purpose, “tax strocture™ is limited to facts relevant to the US. federl and state income tax: treatment
of the proposed transaction and does not include mformation relating to the identity of the parties, their affilates, agents or advisors.

Thus decument 15 provided by Morgan Stanley & Co. 1LL.C and/or certam of its affilates or other apphicable entities, which may mclhode Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc, Morgan Stanley Bank, NA_, Morgan Stanley & Co. Infernational ple, Morgan Stanley Secanities Limited, Morgan Stanley Bank AG, Morgan Stnkey MUFG Secunities
Co., Lod , Mitsubishi UF] Morgan Stanley Securities Co., Ltd | Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Linited, Morgan

Stanley Asia (Smgapore) Pre., Morgan Stanley Services Linmted, Morgan Stanley & Co. International ple Secad Branch and‘or Morgan Stanley Canada Liated Unless governing Low permits
othensise, you must contact an authonzed Morgan Stanley enfity in your nansdiction regarding this document or any of the information contaned herein.
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SUMMARY OF THE TRANSACTION

Transaction Summary

Key Financial Terms

+ Acquisition of all outstanding commaon shares in Mational Interstate Corporation ("NATL™ or "National Interstate”) not

Transaction curently owned by Great Amencan Insurance Company "GAICT)
+ GAIC cumently owns approximately 51% of outstanding common shares of Mational Interstate
Acquirer + GAIC, a wholly-owned subsidiary of American Fnancial Group (AFG')
« 532 50 per National Interstate share, comprised of.
— 532 00 per share in cash consideration, plus
— $0.50 per share funded via cash special dradend by Mational Interstate, payable at closing
Deal Value » ~5550MM transaction equity value "
- Total consideration of ~5318MM ©
« 44% premium to National Interstate closing price of $22.61 on 3472016 ™
« 1.76x Mational Interstate BVPS' 0f $18.46'9 as of ¥3112016
R : mﬁuﬁh;;:q?m ...................................
Dividends + [Regular quartery divdends to be paid consistent with normal course until last record date prior to closing date]
+ Approval of the Board of Directors of National Interstate following Special Commtiee recommendation
Approvals

» Non-waiveable closing condition requiring approval of at least a majonty of the outstanding common shares of National
Interstate not owned by AFG or its afiliates (i_e_, majority of the minority)

Termination Fee

« TBD

Morgan Stanley
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1, SeaPsac HATL, Forogimen — CIR porion of arslanmien of 12 00 par shane Baed o 30,504, 141 Ay of WATL 35 of AUy G GR et Pk Dl
gt o fud, 500 meeS e ook ity ndd V00000 MATL opdiors, (e eecage el price of §24 I7 ) Svugh iyl ummmwmmmmm

2 Bamed on The aoguistion of £3% of NATL common siock nol cened By GAG
3 Shonk pror a5 Of e g Gy (2641E) pror o ImounosTent of AFGE INS Propoeal on A72006
4 Book vaias por e 3

S ke o DANC SR CuESLINTG of 15,505 575 Jk of 6000TE




SUMMARY OF THE TRANSACTION

Summary of Negotiations

Timeline of Milestones

March 6, 2016 + AFG submitted a proposal to acquire the public shares of National Interstate not held by AFG for $30.00
Initial Proposal per share
April 6, 2016 « Formation of the Special Committes of the Board of the Directors of National Interstate (“Special Committee”) to
' consider the Initial Proposal
June 2, 2016 « Morgan Stanley and Willkie Farr & Gallagher ["WFG”) met with representatives of AFG to discuss and, at the
direction of the Special Committee, communicated the verbal rejection of the Intial Proposal

June 24, 2016
Proposal #2

* AFG submitted a revised proposal to acquire the public shares of National Interstate not held by AFG for
$30.75 per share

June 29, 2016

= Morgan Stanley and WFG discussed with representatives of AFG the deliberations of the Special Committes in
regard to Proposal #2 and at the direction of the Special Commitiee, communicated the verbal rejection of

Proposal #2

July 6, 2016
Proposal #3

= AFG submitted a revised proposal to acquire the public shares of National Interstate not held by AFG for
$32.00 per share, which was characterized as a “best and final offer”

July 20, 2016

= Morgan Stanley and WFG discussed with representatives of AFG the deliberations of the Special Committee in
regard to Proposal #3 and at the direction of the Special Committee, communicated the ability o garmer
unanimity of the Special Committee vote in favor of the transaction at $32.50 per share

July 21, 2016

Proposal #4

Morgan Stanley

«AFG communicated to Morgan Stanley its intention to seek approval for a revised proposal to acquire
the public shares of Naticnal Interstate not held by AFG for $32.50 per share comprised of:
— $32.00 per share in cash consideration, plus
— $0.50 per share funded via cash special dividend by National Interstate, payable at closing

. Proposal [:[ Other Key Events




* Wall Street Estimates
{"NATL Street Estimates”)
based on the coverage of
available research
estimates (two analysts)

NWational Interstate
Management Estimates
{"NATL Management
Estimates™) based on a
combination of the National
Interstate 2016 Business
Plan ("NATL 2016 Plan” or
*2016P") and National
Interstate financial outlook
beyond 2016 ("MATL
Management Financial
Qutlook®) prepared by
MNational Interstate
Management and approved
by the Special Committee

Morgan Stanley

SUMMARY OF THE TRANSACTION

Key Valuation Metrics

Multiple (x)/  Equity

Reference Metric Premium (%) Value "

AFG Offer Price Per Share $32.50 $651
Market Multiples

P/ BV (3/31/2016) BVPS $16.46 1.76%

2016 P/ E - NATL Street Estimates EPS $1.58 20.6x

2016 P/ E - NATL 2016 Plan EPS $2.06 15.8x
Premium Analysis

Pre-Offer Stock Price $22 61 44%

3-Month vwap @ Stock Price $24.97 30%

52-Week High ™ Stock Price £28.98 12%
Midpoint of DDM Vaiuation Range

NATL Management Estimates Midpaint of DDM $29.00 12%

Soumd I, FronaE, O RO MAT] MR e ESIITOeG, MAT), S ESOTOREG, 3 Doty Pl

Htms

1. Souroé MATL managemend - Cash porfion of of S0 pir
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3 Saooh price 2 of e radng Sy ) prior i arnourcement of AFCS iIRfial Prposal on A7NE
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Section 2

Valuation Analysis
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VALUATION ANALYSIS

Valuation Summary

Selected Metric Range

Relerence
Matris Low High Valuation Range per Nabional Interstabe Share [§)
L [ W, j Pro-Ofer  3-Monin AFG Final Propoes
Prics.  WVINRP: m-:glq
& Recent Trading Range (52-Week) - Prior o Initial me 54

Proposal (W4/2016) 2228 * 2808 :

B Trading Comparables i 1 :
P BV (1312016) $18.46 1.00 1.45x 1848 * 7 |

, 1 ] 1

NATL Street Estimates: i 1 I
Regression imphed P/ BV vs, 2016E ROAE [8.7%) $16.46 1.15x 1.35x .23 [ 2452 I
HIEPIE $158 120x 16.0x 1e.00 NI 2520 |

21T PIE $165 12.0x 15.0x 1960 —: 2475 I

HATL Management Estimates; 1

1

b wea 1
i

'

]

1

1

1

I
Riegression implied P/ BV vs. 20168 ROAE [11.0%) $18.46 125 150x 23.07
HAEP/E 5206 120 1BDx 1 24,70 2.4
HITPIE 227 120x 15.0x | grae 3368
€ 1. Standalone Dividend Discount Model Eo
NATL Management Estimates: Chcunt Pk .- B Turt k13- 18 oo 30 ET AT sm
1 MEA Valuation e |
B Minority Squeeze-Out Premiums Paid = ! ! :
Premium o Pre-Offer Price £ 52 Week High (520.98) 5261 15%  35% ' asbe a8 w8h
Premium fo 3-Ma. VWAP/ 52 Waek High (528.98) 32497 15% 5% bl e a7
E  Recent MAA Transactions : : T
P/ BV Mulfiphes (Y312016) $18.46 140 1B0x | e 321
2096 P/ E [NATL Streef Estimales) 5158 130% 17.0x 2048 h m7a :

2096 P/ E [NATL Management Estmates) 5206 13.0x 17.0x : #75 — 3500

1200 1800 2000 2400 2800 3200 3600 4000

Impled P/ BV (as of 33102018) 08T 1.08x 1.30x 1.52x 1.73x 168 217
Impied PIE (185 Thx ATx 1173 [T 155 1752 [TEr
Bowroe DL Firancial, Capital 10 [T/22E), MATL Management Exiimaies, MATL Sreef Exfmates, YWl Sresl research, and Company FEngE.
Morgan Stanley -~ 7
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VALUATION ANALYSIS

NATL Management Estimates Relative to NATL Street

GPW AY Combined Ratios
MM . 5% . *
120 -
1000 | o e m an E=n " [ g oo
Teo T2 B - E =
o | T o ERE
500 | : 40 | 78 TE T8 T 78 8
®0 | f ’ fa] R :w.\--.\--...,, A Ll
MATL  NATL HATL  MATL HATL HATL
o | i HiA . 1A et i Sreed uigrd Smet Vgt
0154 2016E § 2016F 201TE 2018E BE | MHEP HNTE HNEE
B actum MNATL Street Estimates [l HATL Management Estimates B acwa Loss Rato Bl Expense Rato
Year-Ower-Year Growd
EPS BVPS ROAE
Strat Rt T A,
a8% 3
5 3 RaTL . ¥ L -
P ry I1.ﬂ.l i 1.7
e "o b 2.56 [
. o T 2007 280
| mow 200 - 19,10 19.50 20,11 <1
200 | — 108 2000 b IB03 _ TRIE N
| 105
100 | 10.00
l WA MiA
[T —_ . [T —_ —
20154 2016E / 20188 HNTE 18E 20184 20168 | 20188 HITE 0188
B Actual | HATL Street Estmates BBl NATL Management Estimates B Actssl [ NATL Swest Estmates [ MATL Management Estmates
Yoar-Dver-Yeaw Growh

Soues  NATL Wanagement Estiatis, NAT, Shw Extrates, ang Company Figs

Morgan Stanley 8




VALUATION ANALYSIS

A NATL Recent Trading Range

Trading Range Since January 2014

]
38.00
Mar-16-2014
Feb-18-2014 AFG terminates the
AFG raiss its offer 1o tender offer dus o U5 Apr-15-2015
3250 520,00, represanting s District Court granting | E2-week
“Best and Final Prce” an injurection of 529,98 7
00
750
2500
2250 Fab-5-2014
AFG announces offer
10 scquine oulstanding
shares of MATL for
$28.00
20,00
Jan-14 Jur-14 How-14 Apr-15 Sep-15
MATL Steck Price
Sowres 288 Financal [TE006)
L]
1. pice of MATL on e iy [VA16] price 1o announoement of AP infilal Propoal on TS
Mﬂrgan Stanley z preserts ‘eurage prioes, for She 3 monis prior e anncuncement of AFG S Infl Proposal (34415
1 CBELIGTS OVT M TR B PO I T aTOURGTAT OF AFG L INELE P0G (%4016}

Pricing
Pro-Ofter " 5220
3p, VWAR & 32497
52-Week High™ 2008
A6 Proponal o |
L tmm |
T [ Teane Prepoasl 1
a0
_______ — .-.-.-a.;_i‘-ﬁ.’-\i‘u.-u-wuv
Proposal $55 50
June-24-2016
Day after
Brext vole
Feb-28-2016
52wk low
of $22 2™
Jul-10
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VALUATION ANALYSIS
B Public Comparable Companies
MNational Interstate Public Comparables
As of 72202018
arket Cap WIEFE 17 PE FEV  MMAGERDE  I017E ROE
{$aand) (x} {x) [ %) (%)
Mational Interstate Corporation [
MATL at AFG Purchase Price ™ 651 158 143 1.76 1.0 11.2
Pre.Offer ™ 452 110 10,0 125 11.0 1.2
Pre-Offer 3-Mo vwap ¥ L] 121 110 1.39 11.0 1.2
Peers
Oid Republic international Corporation 5172 152 144 126 a0 MA
AmTrust Financial Services, Inc. 4,704 83 74 1.72 182 166
RLI Corp. 3017 99 304 345 124 118
Salective Insurance Group Ine, 2,287 148 153 155 108 95
Mational General Holdings Corp. 2,783 17 97 167 127 128
OneBeacon insurance Group, Lid. 1,445 171 200 1.32 a8 58
United Fire Group, inc 1,080 1i7s 18,6 116 7.0 7.0
State Auto Financial Corp. 934 267 16.7 102 36 59
EMC Insurance Group inc 597 154 16.2 108 7.0 63
Donegal Group Inc. 421 118 124 089 82 a1
Baldwin & Lyons Ine. 04 156 147 1.00 MA MA
Median 154 153 1.26 9.5 a4
Mean 16.7 16.0 1.48 10.1 a7
Soae ML FIRancls Captal i (TIZEN6]L NATL Murdoesen] Digrmatel, Compdey FIRgE. andl Wl Thneel reseanh
Hetma.
3 nrre MATY erengarird - aeh peren ofSoreraer f £33 03 s s bae) o 3014, 11 Ry ) Ehcres i of NATL. 25 o EEWF3016: Aty e
Morgan Stanle Gt e G 1 4 203 Sk 540 AT R0 s a3 s e o S 5 Yo G o e
g y PETERT. Gl AT B O BONS BRON o 19.909.575 I8 o &0 1:}

4 VAR mpmeenty voiume-wepighied seecage prces oo the 3 monihe prior io Te announoemend of AF Gy Nl Proposal [34/1E)




B Implied Regression Analysis Valuation (Unaffected)

$26.80 - Based on NATL Management Estimates, Implied Standalone Value (11.0% ROE, 1.37x PBY)
$23.89 - Based on Street Estimates, Imphed Standalone Value (8.7% ROE, 1.25x PIBY)

P | BV vs. 2016E ROAE Regression Analysis )

oo
R¥=0.71

HATL Managemaent Implied PFBY: 1.37x
implied Stock Price: $26 809

= Strewt Implied PABV: 1.25x
§ implied Stock Price: $23 89 8
STATH AUTCH
1.00 J' - e
o EEDTORSS.  MATL MOFOGREIT EXanes
050
a 5 BT% 10 91.0m= 15 0
201EE ROAE (%)

Souwts  THL FIRSNCUN {TVELNIG L NATL Sineet BRSO, MATL Marucgerind Dt e WO S resedrsh

1 BN P P I e MRS Sl 1 wmwmm P 1 (i ieion
Morgan Stanley
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¢ Standalone Dividend Discount Model
MNATL Management Estimates
Sensitivity Analysis MHational Interstate Standalone Valuation M
b o
U
Actuals Forecast Terminal
- 20154 20169 201TE 201BE Value
E Operating Assumgtions
; W 7271 77232 8265 8847
v Growth (%) 5.7% 7.0% 7%
Cormibnned Rt OE 4% o5 1% 05T
Met Income 208 440 465 16
Growth (%) 96.5% 10.7% 136%
Book Value T 3888 4223 410
Book Value Per Share & $18.03 $15.50 s2107 $22.85
ROAE (%) 56% 11.0% 1.2% 1.7%
Drvidends 04 12 120 129
Caszh Flows:
Regression Impled P/ BV (x) 141"
Terminal Value (12772048) 850
Dividersds & 58 12.0 129
Discount Period (Years) 000 1.00 2.00 250
Descount Factor ™ 1.00 093 D.B& 0E3
Present Value of Cash Flows / Terminal Value 58 11.1 111 5383
Present Value Bock Valse Per Share (S30/2016) o s27.00
Present Value Price Per Share (6302016 * (32825
Jource  ThL Frorcl [T MATL Wargerend Ealiutin, B MATL Puiis Mg
Mol
1 B o0 HATL Mg Eilmsted
* ﬂ‘hhmﬂ‘ nﬂmmgfﬂﬁmmmﬂﬂmhmm"ﬂm&m (21 0 RIS EXIREHg Shares =
Morgan Stanley e L L e 12
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¢ Historical Trading Valuation Levels

Last Five Years

Price | Book Value
Since 2011

Z.0a

175

150 | | MATL Average: 1.43x i

Feer Average. 1.04x

oLTs

D.50
Jul11 Jan-12 Jul12 Jan-13 Jul-13 Jan-14 Jul-14 Jan=18 Jul18 Jdan=18 Jul-18

Hile Peers'

Souroe TN Financial [TE5)

Morgan Stanley

L=l ]
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Legend

—— Offer Price /| DCF Low (%)
Offer Price [ DCF Midpoint (%)

#——— Offer Price / DCF High (%)
Offer Price to DCF Midpoint (%)

= Offer Price Premism to DCF Madpoind (%)

Morgan Stanley

VALUATION ANALYSIS

b Select Precedent DCF Valuation Ranges

Final Offer Premium / {Discount) to Select Points in the DCF Range

AFG Offer
w Premium / (Discount)

to Midpoint Offer Premium to Midpoint

J A |
[ 1 \ |

B LvA ]

Offter | DM Lowr

=X 50125.00

-1 [t E- T

30

Offor | DOM Migoing. ——— 122 s

-0 50 1200 ————

-3 1% 129

——t 121 _ 0o
63
s m———iF g7
e
a : %
5 TEENF e o B :
= {159 L] (-1 1]
LR
(155 {11
{30} 4 =3
HATL TR CeRey  ADComomion  Toe Treels Vo FEarell Gl Amencan G Susty ] WERaC
CImpanen Financel Fenanceal
Echroies. Resosoes Senioes
Sourch  CIpIH 0, Cormpary FEngE, and NATL Miragesend DEtmste
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VALUATION ANALYSIS

B Minority Squeeze-Out Premiums

Precedant Minority Squeeze-Out Premiums

Final Otter Premium (%) ")

I-Mo VWAF SZ-Week
1-Day Prior Prior High
Insurance Mean 273 s 46
Other Industnies Mean 300 pat k] 09
Combined Mean ® 286 .2 2.7
:' --------------------------------------------------------------- 1
]
: Implied Per Share Valuation i
1
1
1
: NATL Metrics ™ $22.61 $24.97 528.98 I
1
1
& :
E 1 15% Premium $26.00 $28.72 - I
|
3 ;
i } 35% Premism $3052 $33.71 - I
1
L= === === === === === =—============== i

Source  SAL Franc, Capr iy, arg Company Fings.

oy L Bkt o B e BRI S Ivenncerd o AT BVEN SRpna (ML)
Z premiaTR ar CacuEE-d Fom minorty squeere -t Famactione I e merance Indsdny and offer seciony |
Mﬂrgan Stanley 3 MATL PEpPMGEN. ENCH PCES (207 ST FEEVANE BT [HAn0d) RO 1 e SMOUROBTIEN 0f AF G5 NI PIOpOsa on 716 15




VALUATION ANALYSIS

b Minority Squeeze-Out Insurance Transactions

Precedent Minority Squeeze-Out Transactions (Insurance) 1

Finad Offer Prosrium
Tramaction

Dot irvtial Stake Size Merger o 1Dy Price 3o VWAP 53 Week High

Target : [ (S8 Conss Terser % % [
1IM2010  CNA Surety CHA Financial 610 475 Cash  Tender 79 509 M3
BG40 Wesco Financial Berkshire Hathaway B0 548 CashfSiock  Merger 18.6 4.9 75
42009 Odyssey Re Failax Financial 726 1,049 Cash  Tender 204 518 191
22009 First Advantage First American 799 1 Sock  Tender 479 40.0 [11:]
12M/2008  Morthbridge Financial Fairfa Financial 631 554 Cash  Merger nn ®5 29
WS2008 Nabormsde Financal Servsces Matiorude: 663 2471 Cash  Merger %3 n2 (20.3)
THT2007 Alfa Corporbon Abta Mutual 527 B33 Cash  Merger 447 o 10.3
00T Great American Financial Resources  American Financial Group 810 238 Cash  Merger 132 a8 (119
V242007 21st Century American Intematonal Groug 607 813 Cash  Merger 6 309 7o
IS0 MEEMIC ProAssurance 855 35 Cash  Tender 197 285 @3)
AA000  AXA Financial A0A Group €03 8425  CashSiock  Merger 130 48 101
VIT2000 Hartiord Life The Hartford B0S 1,325 Cash  Tender 186 3a 8.2}
Median E9.5 4.6 32a 18
Mean 103 i 25 4.6

SOt I B, Cormpry PR

Motem
f. inchgies fraraacions. back o 2000 Incudes. domesdc




VALUATION ANALYSIS

D Minority Squeeze-Out Transactions in Other Sectors

Precedent Minority Squeeze-Out Transactions {Other Sectors) 1!

Final Offer Premiurs
Date ———— St Mergeror  1DayPrior  3-Mo. VWAP nn“.»:
Announced __Target Acq o umc Tender %) %) )
HTRM3 Plomeer Soutfiwest Pioneer Natural Resources 524 694 Stock  Merper 571 693 488
1172872012 Danfoss Power Danfoss AfS 756 690 Cash  Tender 486 489 43
3212010 CNX Gas CONSOL Energy 833 965 Cash  Tender 242 Me 6.3
1VE2006 NelRatings Nietsen Holdings 60.0 328 Cash  Merger 440 543 355
I005  Sikconix Vishay Intertechnology 849 200 Stock  Tender 07 180 (251)
8202002  Pure Resources Unocal 5T.8 512 Stock  Tender W07 11.1 (10.3)
2HEP002  Travelocty Sabre Holdings 0.0 447 Cash  Tendes 458 203 (27.8)
2NS2001  Westfield America Westfield America Trust 559 598 Cash  Tender 125 16 48
2172000 Hertz Ford Mator Co. 815 T4 Cash  Merger 46.4 18.7 (31.4)
B1472000 BHC Communication News Corporation 76.1 888  Cash/Stock  Merger 164 0.4 (2.4)
312000  Boise Cascade Office Products  Boise Cascade Corporation 811 205 Cash  Tender 86 100 48
62000 Thermo instrument Systems Thermo Fisher Scientific BBG 301 Stock  Tender 46 40.0 33
Median 759 274 209 38
Mean T23 3.0 208 L]

Sowce  Capital 35 and Compary Flinge

s ssam s e s o v sy e o
Morgan Stanley i e 17




VALUATION ANALYSIS

E Selected P&C Insurance M&A Transactions

Selected MEA Precedent Transactions

Premiurm to
Unattected
Ann. Equity Value PBY NTM P/E Price
Date Target Acquiror (SN} [x) [x) [*)
Recent PAC Insurance MAA Transactions ™
AIE2016  Maum Hartlord 170 1.50x MA MiA
THMR015  Chubb ACE 28,300 1.79x 169 300
BH02015  HEC Tiokio Marine 7,500 1.80x 18.8¢ 35.0
SIS onshone Fesun 2,300° 1.25x MIA NI
B2V2014  Westem Workd Validus Holdings 452 161x™ [Ty Ni&
Median 1.81x 17.9% H.0x
Mean 1.61x 17.9x 3400
Cether b MEAT tions of Similar Size and Business Focus
A2W2013  Eastem insurance Prodssurance Corporation 205 1.46x 14.4x 162
B2012  Guard Inswance National Indemnity Co, 1 1,00x A Ty
M2 JEVCO Inaurance Irtact Finaneol 530 1.30x MA Ty
11302010 Mercer Urited Fire & Casuailty 191 1,08 137" NI
2ME2010  Vanliner Hational Interstate 138 1.03= MA Y
21R2010  Fenith Fartan 1,455 1.35x% MR 1.0
Median 1.20x 14.1x Z3.6x
Mean 1.20x 14.1x F1Ex
All Transactions
Madian 1.35x 16.7x 0.5
Mean 1.39x 160 %8
Soares  Copit M3 n Compaey Filegs
.l.q“mh TR G el RO, e e Uy qraclrc where el
Morgan Stanley 2 e ke 1 100% v 18
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SUPPORTING INFORMATION

NATL Cost of Equity Calculation

Pear Predicted Barra Beta Summary Assumptions
As of 7222018
A Hotes Base Low High
! Market Risk Premium (MAP estmated market risk i L .0 T,
Ohd Riepublic .80 52 {MRAP) Morgan Staniey premium '
ATt 0.9 43
RLI 0.74 30 )
Natonsl General 102 73 Risk Free Rate (R Spot rate 1 0-ypear ULS. Treasury as of 7r222018 1.6%. 1.0 1.8%
Lphrcta 0.a4 23
United Fire [T 11
OneBeason o 12 Predicied Beta Average Beta of Selected Peers oar [\ T-rd 0.87
Stabe Auto 0.93 [T
Average 087 25 _
Sermitivity Adjuritment +1- 1.0% From base {1.0%) 1.0%
Cost of Equity [Ke) Calculated using the Capital Assel Pricing Model 5% 5.8% A%

Defta of current market capitaizaSon time premnam of

i MATL 1.0% 1.0% 1.0%

Adjusted Cost of Equity (Ke) 8% 6E% A%

Sournh IR 0 (TR0}

Morgan Stanley 20




Disclaimer

We have prepared thos docmment solely for mformational purposes. You should not definstively rely upon it or wse it to form the defimtive basis for any decision, contract, commutment o
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliaies mmst hold this document and amy oral mformation.

provided in connection with this document in siict confidence and may ot commumicate, reproduce, distnbute or disclose it to any other person, of refer io it pablicly, in whole or n part at
any tume exocpt with our poor wiitten consent. If you ane not the miended reapient of this document, please delete and destroy all copies immediaiely.
We have prepared this document and the analyses contamed m it based, in part, oa certain tions and in: son obtaned by us from the recipient, its directors, officers, enployess,

'Mlﬁhﬁnnﬂhﬁmﬂhmﬁwnufﬂd:mmﬂmﬁumhﬁmm&l“mlﬁmﬂuﬂytﬁﬁdmmlgaewnhlnrnfswjl

or information, and we have ssnmed and relied the accuracy and completeness of such assumpbions and imformation for purposes of this document Neather we nor amy of
mm.wwwmmwmme% make amy representation of warranty, mwmh&mmmmhmumﬂmwﬁm
contaned in this document or any oral mformation provided in connection berewath, or any data it generates and accept no responsibibity, obligation or babality (whether direct or mdirect, m
contract, tort or otherwise) m relation to sy of such mformation. We and our affiliates and our and their respective officers, employees and agents expressly disclaim amy and all hability
which may be based on thas document and any errors therein or cnmssions therefrom. Nesther we nor amry of our affiliates, or our or their respective officers. employees or agents, nake any
Tepresentation of Warranlty, express of impled, dhat awy mansaction has been or may be effected oo the terms of in the manmer stated in this documment, of a3 1o the schievement o1
reasonableness of future projections, management tarpets, estimates, prospects or rehams, if any. Amy views of terms contained herein are bated on financial, economic, market and other
conditions prevailing as of the date of this document and are therefore subgect to change. We undertake no obligation or responabality to update any of the information coataned in thas
document Past performance does not guarantee or predict fisture performance.

This documend and the information contamed beremn do pot constifute an offer to sell or the solxcitation of an offer io buy any secumity, commedity or mstrament o relaied dervative, nor do
they constitute an offer or commmtment to lend, syndicate or amange a financing, underwrite or purchase or act as an agent or advisor or i amy other capacity with respect to amy ransaction, o
comumt capital, of to participate in amy trading strategies. and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek i

thurd party legal, regulatory, accounting and tax advice regarding the coatents of this docmment. This document 15 not a reseanch report and was not prepared by the research department of
Morgan Stanley or amry of its affiliates

Notwithstanding anything herem to the contrary, each recipsent hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without hrutabon of any
kind from the commencement of discostions, the US. federal and state income tax eatment and tax structare of the proposed transaction and all materials of amry kind (inchedimg opinions or
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