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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 “Common 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 a preliminary 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. As of the date hereof, the Proxy Statement is in
preliminary form and is subject to completion or amendment.




All information concerning the Company contained in, or incorporated by reference into, this Transaction Statement and the Proxy Statement was supplied by the Company, and none of the other
Filing Persons take responsibility for the accuracy of such information. Similarly, all information concerning each other Filing Person contained in, or incorporated by reference into, this
Transaction Statement and the Proxy Statement was supplied by such Filing Person. No Filing Person, including the Company, is responsible for the accuracy of any information supplied by any
other Filing Person.

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

(a) 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 19,927,191 shares were issued and
outstanding as of August 15, 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

(a)—(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”

() 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 August 15,
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 August 15, 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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National Interstate Corporation SC13E-3
Exhibit (c)(2)

PRELIMINARY AND CONFIDENTIAL

Project Nile

Benchmarking Analysis

19 May 2016

Morgan Stanley




PRELIMINARY AND CONFIDENTIAL

Discussion Agenda

1 2016 Business Plan vs. 10’16 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 outiook

Yearly Financial Review (Actual to Plan)
B

PRELIMINARY AND CONFIDENTIAL

2016 Business Plan vs. 1Q’16 Results

Quarterly Financial Review (Actual vs. Plan)

e

referenced in these materials per ) A —B
Nile management (“Nile Mgmt™} A BEASEs B Required For
— Nile 2016 Business Plan per A oisA ZoicRen g i e e e
Nile Mgmt ("Nile 2016 Plan” or Premivms Premiums
“2016P") oW 8980 TTA TT2Z | 5SS 83 anp 1647 1643 (0.4) 6075
— Nile preliminary financial Hwe 5756 6074 G464 1 55w 4% nwp 1300 1322 23 516.4
outlook beyond 2016 per Nile NER 5573 5858 6144 | 5i%  49% NEP 149.4 1462 @2 4650
Mgmt and subject to further Total Exponses S8 S8 6004 | 17%  15% Tolal Expersses 405 raat a8 533
re\ﬂ.ew and rEfinement by NI |e e Investment Income 24 e 414 (25%) Iiw Net investment income 104 104 0.1 .o
Mgmt o
Med Realized Gains (Losses) 68 23 a2 Wet Realized Gains (Losses) {1.1) 08 20 44
Ned Income no 08 410 291% 96.9% Net Income 68 93 25 M2
&Ps 0% st usi sz;i aTs%  962%  EPS [ so:aZ su.u_i 0.2 l:_ s1.z2:-i
Undeswriting Meirics Underwriting Metrics
Nile 2016 Plan by Quarter AT COR A% ITH% 864N | (03%)  (15%) Ay cOR 98.3% 87.1% 11.2%) 95.8%
1016 $0.47 Losses & LAE Ralo B A% TEA% T6.7% 00% (1.5} Losses & LAE Ratio 77 3% TE. 2% (1.1%) THA%
206 50.51 Expanse Raka A% 19E% 202% . [03%)  04% Expense Ratio 21.0% 20.9% (0.1%) 19.9%
3018 $0.53 CYCOR WIE%  1004%  S64% (35%)  (40%) €Y COR 98.3% aT.1% 11.2%) 95.8%
4Q16 $0.55 Losses & LAE Raso 838%  BOG%  T5I% (32%)  (44%) Losses & LAE Ratio 73% 76.2% (1.1%) 15.8%
2016 $2.06 Expanse Rato 0% 198%  202% | (03%)  04% Expense Ratio 21.0% 20.9% (0.1%) 199%
Source  Nee 2016 Plan
Source  Nile Company filings and Nile 2016 Plan
Morgan Stanley T.ﬁn‘:;ﬂ*ﬁMmﬁxwis.wiﬁ.aﬂwishmhmmm'lﬁplalhmdmICI'16.lh:h:im9.lx 3




Project Nile

+ 2 analysts cover Nile with detailed
model projections

— Analyst 1 (as of 2/24/16)
— Analyst 2 (as of 5/10/16)

Book Value Per Share

$

CompanyiBroker 2016E 2017E

Mile 2016 Plan /

Nile M 19.51 21.20

Research Estimates

Williarm Blair 19.21 20,30

Raymond James 1917 2011
Morgan Stanley

PRELIMINARY AND CONFIDENTIAL

2 Analyst Research Estimates Benchmarking

Nile vs. Street Estimates

Net Premiums Written

MM
900 64%  52%  33%
646 639 g8
600
300
0
2016 2017
Nile Mgmt mAnalyst 1 ® Analyst 2
Yoar-Over-Year Growth
EPS
3
30 —— T R
5 i 297
: 2-[)6{!]: : ”
20 EE s s 165 165
i H
1 1 i
H 21 4
i | I I : I I
] ‘ L]
] ' ]
! i H
! i H
00 - : —
"
i

M6 207
Source Wall S¥est Research, Mile 2016 Plan and Nila Mgt

Notes.
1. N 2016E EPS of $2 06 includes ivestment gans / (lossas)
2 Operaling EPS

AY Combined Ratios

%
100 .’ 96.4 | 987 98.3 [ 961, 987 98.1
' ' i ' [ o
PR 20 2.1
[} L} ] [}
60 P T 3
[} L] [] ]
40 1 762 1 783 781 759 | 783 780
] L) [ L
20 i ! i
o U i : i
¥ T
E Nile | Analyst1 Analyst2 i Nile | Analyst1 Analyst2
+ Mgt i « Mgl
2016 2am7
Loss Ratio m Expensa Ratio
ROAE
%
WD T2

Nile | Analyst 1 Analyst 2

{ ;
] ] !
¥ ] '
; i | i
: i | i
] ] - 1 1 8'6 a?
H i ) i
70 : i ;
| 3 | i
i i ) i
, i ! i
; ; ) i
] ] 1 1
[ L] ] I
oo O BN - :
]
H

2016 207




PRELIMINARY AND CONFIDENTIAL

2 Industry Benchmarking: NPW Growth and Combined Ratio
Y-o0-Y NPW Growth (2014A — 2018E)
Commercial Auto and Worker's Compensation
%
10
‘e 8.4
8 . 71 . s
6 i 55 o
4 30
) 20
2014A 20154 2016E 2017E 2018E
Commercial Auto Bl Worker's Compensation
CY Combined Ratio (2014A — 2018E)
Commercial Auto and Worker's Compensation
%
:i ap4 1033 g5p 1065 o7 s agy 1087 077 1096
" - B B
60
40 742 750 710 188 j3p B804 750 812 785 - 821
20
0 e s B R B s i ] i A
Worker's  Comm Worker's  Comen Workes  Comm Workes  Comm Worker's  Comm
Comg Ao Comgp Auto Comp Ao Comp Auto Comp Ao
20144 20154 2MBE 2MTE 2018E
Loss Ratio BN Expence Ratio
Source  Conning. Inc. Total Industry Forecast 2016 Q1 report (4/12016)
Morgan Stanley 5




Project Nile

Benchmarking Criteria:

+ Noted as a competitor by Nile
in either the 10-K or other
business documents

+ Market cap less than $5Bn and
greater than $300MM

+ Significant book of business
related to commercial auto or
worker's compensation as % of
total business

Nile Business Mix
% of DPW (as of 12/31/2015)

Other Lines

2%
Worker's. Commercial
Comp Auto
39% 5oy

Source  Company filings.

Morgan Stanley

PRELIMINARY AND CONFIDENTIAL

3 Selection of Companies for Benchmarking

Selected Comparable Companies
m

% of DPW
Referenced in Nile 10-K,
Mile 2016 Plan or Board  Commeérical Workers
Ticker Market Cap (SMM) Materials Auto Comp.
Peers
£ OUD REPUBLIC o e ORI 4,869 v 280%  37.8%
AFSI 4,505 109%  503%
,A AmTrust v
RLI RLI 2,822 v 11.8% 1.1%
al General ) NGHC 2,226 v 86% 0.0%
# SELECTIVE siGl 2,030 v 18.2% 13.1%
OneBeacon. oB 1,208 v 9.8% 6.6%
“fm UFCS 1013 v 218%  105%
’ STATE AUTO" STFC 851 v BO%P  T73%
L Insurance Connpanies
AHNEMC EMCI 544 v 193%  32.4%
INSURANCE
= DONEGAL DGICA 392 122%  156%
INSURANCE GROWUP
P Bo'cwin & Lyons, inc.
The Pledge of Excellence BWINB 371 v 3B3T%  430%
Sowwce  SML Financiad, Capital 10 and compay filings (Market data as of SHM7/2016)
Hotes
1. Dataasof 123120156
2. % based on Net Premiums Wiitlen 6

3, Commercial Auto indudes: aulo and othor liabaity (46.8% of DPVW) and auto physical darmage (11.6% ol DPW)




Project Nile

Morgan Stanley

PRELIMINARY AND CONFIDENTIAL

4 Operating Benchmarking: Premium Growth and

Underwriting Margins

Net Premiums Earned CAGR (2015A — 2017E) (1

%
20 18.7
15 —— !
11.5 101 i i
10 : *
N N N o PR .
5 : = 26
! : N
D : : f01] ..........
() : : (3.3)
Mational  AmTrust United Fire Selectve Donegal | Mie | EMC RLI  State Auto OneBeacon  One
General | Mgmt Republic

AY Loss / Expense Ratios ("6E & '17E Avg. Unless Otherwise Noted) (2}

%
me——— ammam .

40 0 o . =
20

D .................. PN i—es
EMC Stale Aule Donegal United Fire Oid 3) Kider el Baldwin
Rerpalic Mot | General &Lyonstd)

______

AmTinst

Loss Ratio Bl Expense Ratio

Soarce  SHL Financial (5/17/2016), Wall Street research

Notes

1. CAGR calculated based on Wall Streel research estimales for 2017E

2. Average of loss ratio and expense ratio for 2016E and 2017E, MNik's rabos are based Nbe 2016 Plan and Nie Mgt
3. Loss ratios represent 20154 as Wall Street research estimates wene nod available

a6 o6 a6
100 . | PN
! .
. w__ b :E"H.HH.H-
6o | - - 2. i -l L - - - - -
o ! 50
Sedectrie

Median: 6.8%

Median CR:
95.9%

Median Loss
Ratio: 62.6%




PRELIMINARY AND CONFIDENTIAL

4 Operating Benchmarking: Loss and Expense Ratio
Trends

%-Point Change in AY Loss Ratio {2017E vs. 20154) (
%
2

0

2 ¥ (1) {0.8) (0.7} (0.6} a2y - -

22y 1 (N (.n (1.7} Median: (1.1%)
i4)
(6)

@ 68
RLI Mational  Donegal Selective State Auto  EMC United OneBeacon AmTrust  Baldwin Old
General Fire &Lyons  Republic

%
20
1.0 e
i 0.4 0.4
0.0 01 01 i 03 MIA MNIA
0.0 o —— U BN B
©3 H H Median: 0.0%
(0.4) 3) 10.3) ! '
(1.0} 0.8) ' i
I I
(2.0 " :
Donegal  National State Auto  AmTrust United Fire RLI  OneBeacon : Mile | Selactive EMC Baldwin Old
General  Mgmt | &Lyons  Republic
Ay ,

Sowwce  SHL Financial (517/2016) and Nile Mgmt

Morgan Stanley o 2017E i o o apensras o Wollreot resarch e 120164 acient o rtion 8




PRELIMINARY AND CONFIDENTIAL

4 Qperating Benchmarking: EPS Growth
EPS Growth (2015A - 2016E) 1
%
180
119.0 i B
120 9098 966 |
60 : 515
; : 9.4 76 Median: (6.1%)
p S S =S ST o NS | SEEEE e —
' : 6.1) 0
) : ; MO @ pse) @62 @i
OneBeacon Donegal ! Nile ! Bakwin  AmTrust  Selective  Old EMG R State Auts  United
i Mgmis General & Lyons Republic Fire:
EPS Growth (2016E - 2017E) 1V
%
&0
58.0 PR
: )
40 ; ;
16.8 1o | ,
) 102 . 67 38 0.0 Median: 0.0%
0 e S BN :---.._E_.......__..._ ______ S — ————
; : 18 @6 (50
: . OO G g
(40) : "
Stale Aute  Mational  AmTrust | Mile | Donegal Ohd Bakdwin RLI Selective  United EMC  OneBeacon
General 1 Mgmt Republic & Lyons e
Source  SNL Financial (5/17/2016), Wall Sreat research, Nile 2016 Plan and Nile Mgt
Hotes
1. Based on Mike 2016 Plan
Morgan Stanley " 9




PRELIMINARY AND CONFIDENTIAL

2016 ROAE
%
25
20 19.2
15 139 1241 :
11D 108 98 02 &0 Median: 9.2%
10 = i = ; : =] 7
- - - : -n--n-!._--__--. __________ - e
5 ! ! s 36
1 I
0 ' o R J : :
AmTrust  Mational RLI | Mile(j Selectve OneBeaton Donegal Old  United Fire  EMC Baldwin . State Auto
General | Mgmt Republic & Lyons™
2017 ROAE ™
L)
25
o 186
143 T .
15 s i 112 i 10.7
10 ] 1 ) 9.6 a1 Median: 9.1%
..—--...—-....-?-.....1._--___.. ______ w"‘fﬂ“'m“'s’_s“‘sa
5 ' ,
i 1
i I
AmTrust  National RU | Nle | Od Selective  Donegal  United EMC  Stale Auto OneBeacon Baldwin ™
General | Mgmi ! chuhll:‘z' Fire & Lyons
Sowwce  SHL Financial (S/17/2016) , Wall Street reseanch, Mile 2015 Plan and Nile Mgmt
HNobes
1. Based on Nile 2016 Plan
Morgan Stan[ey 7. ROAE fguro roflcts 20154 a5 Wall Stoot osémates wors ot avaitable 10




Project Nile

Nile traded at $22.61 ("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 $26.620)

Nile Trading Multiples
120
Spol Price  VIWAP
Meinc 32261 SME2

pPiBY™ $18.03 1.25%  148x

Nile 2016 Plan EPS $206 110x  129x

2016 Median Street EFS $1.56 14.5%  17.1x

Morgan Stanley

PRELIMINARY AND CONFIDENTIAL

5 Valuation Benchmarking: P/BV and P/E Comparison

Price to Book Value ("

x
4.00
313
300 P ey
[ i ] 1
1.89 182 : ' i
200 : v ' ' ' -
: 148 ] 141 120 | 125 | 123 117 st o5 I:I':Ic:tan. 1.23
] ]
' i
0.00 | : i
RL AmTrust  National » Nulzm;&m Unmeal’re PreOII‘et: Oid  OneBeacon EMC  State Auto Donegal  Baldwin
General | \.-'wn.PﬂJ‘, e 1 Republic & Lyons
2016 ROAE - e s T s eI - N
(%) 1211 s i 192, Y 139 S 3ID ¢ 105 i 71 n « 110 ’.EQ.D R '.~Q.B_’, Y ?i o i 36 LA 92 1_5.8“”.
Source SMFWqSHTﬂG}
P/ E2016E™
x
30.0 279 i
26 [
I I
200 + A
165 15.4 146 14.3 141 I | Median: 14.3
- - 132 1 129 '
e e Sy - A ____”_0_,_."],.9,___93____
10.0 ; : 86
' H
I '
0.0 . y :
RLI State Auto United Fire OneBeacon  Baldwan Od EMC Selective | Nie' 12-Mo_Pre-Offer | Natonal Donegal — AmTrust
&lyons  Republc VWAPCHS il General
Sowece Capital 10 (5/172016), SNL Financial {51 712016) and Wall Stweet Research TTmmmemmee -
1. Er'.'asal 32016 Pre-Offer Mee and Nl 12-Mo VWAP calculated off of BV as of 127312015
2. Pre-offer prca (S22 61) of Nie a3 of 34116, radng day prior bo annduncoment of offer an A772016
3. 12-Mo VAP 1 LTM marked data a5 of 34/16, tr ¥ it e announcement of offer en 372016
4. Based on median diuled EPS from Wall Sireet research
5. Basod on Mile 2016 Plan
6, ROAE figure reflects 20154 as Wall Streel estirotes were not avallable "




Project Nile

+ Nile traded at $22.61 (“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 $26.6203)

Morgan Stanley

PRELIMINARY AND CONFIDENTIAL

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

P [ BV vs. 2016E ROAE Regression Analysis ("

20
R2=0.75

Nile 12-Mo Nile 12-Mo
AP VINAP®)

® L ]
& suicTve

1y | 12-Mo VWAP: 1.48x

Implied: 1.42x

Z | Pre.offer: 1.26x i) ® P oo e
o Pre-Offer Nile2 Ye-CHiar ik
o

SEMC
10 e
05

0 S5 B.7%S 10 11.0

2016E ROAE (%)
Soawce  SNL Financial {517/2016) and Wall Street research

Hates
1, ORI, DGICA and BWINE not included in regrossion analysis
2. Pre-offer book vahse of Nile on of 3416 iradng day priof to announcement of offer on V772016

3. 12-Mo VWAP represents L TM marked data a5 of J416; rading day prof to anncuncement of offer on ATR2016
4. Nile 2016 Plan

5. Nile median ROAE per Wall Street Research

Regression-implied Nile

due o lack of rvailable Wall Street research estimates; FRL i not included in regression due 1o its high PIEY multiple

12




PRELIMINARY AND CONFIDENTIAL

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

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

Morgan Stanley 13




PRELIMINARY AND CONFIDENTIAL

Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not conmunicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at
any time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies inmediately.

We have prepared this document and the analyses contained in it based. in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied. in relation to the accuracy or completeness of the information
contained in this docwment or any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates. or our or their respective officers. employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, management targets, estimates, prospects or retumns, if any. Any views or terms contained herein are preliminary only, and are based on financial,
economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We indenake no obligation or responsibility to update any of the
information contained in this document. Past performance does not guarantee or predict future performance.

This document and the information contained herein do not constinite an offer to sell or the solicitation of an offer to buy any security, commodity or instniment or related derivative, nor do
they constitate an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respeet to any transaction, or
commit capital, or to participate in any trading strategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial
opinion or recommendation by us or any of our affiliates. This decument is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees. representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts relevant to the U.S. federal and state income tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors.

This decument is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc., Morgan Stanley Bank, N.A.., Morgan Stanley & Co. Intemational ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities
Co., Ltd., Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte,, Morgan Stanley Services Limited, Morgan Stanley & Co. International ple Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this decument or any of the information contained herein.

Morgan Stanley © Mogan Staiey o cortainf s oo, Al ights rosarved, 14
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Exhibit (c)(3)
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

PRELIMINARY AND CONFIDENTIAL

Project Nile

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

26 May 2016

Morgan Stanley




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

PRELIMINARY AND CONFIDENTIAL

Section 1
Section 2
Section 3
Appendix A

Appendix B

Morgan Stanley

Table of Contents

Preliminary Valuation Analysis
Tactical Considerations
Potential Alternatives
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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

PRELIMINARY AND CONFIDENTIAL

Project Nile

Section 1

Preliminary Valuation Analysis

Morgan Stanley 3




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

PRELIMINARY AND CONFIDENTIAL

Project Nile PRELIMINARY VALUATION ANALYSIS
Overview of Valuations Methodologies Considered
Methodology Description | Comments
+ Wall Street estimates ("Street A + Market valuation priof o the announcement of the proposal, including:
Estimates”) based on the < iR — 52-Week Range
coverage of available research U A T e - 3-Month Volume Weighted Average Price ("VWAP")
estimates (two analysts) — Pre-Offer Price ()
+ Nile Management estimates c B
(“Nile Management Estimates”) 2 Publi ing Col :
based on a combination of Nile g + Focus on P/BV (as of 3/31/2016) as well as 2016P and 2017E P/E as relevant
2016 Business Plan (‘Nile 2016 | S e O oA o bt -
= . " 2 + Ba on Streat Estimates and Nile nagement Estimates
Plan” or “2016P") and Nile P8 Public Trading Multiples g
preliminary financial outlook S
beyond 2016 ("Nile Financial S Wﬁm )
Oulfook"), prepared by Nile E « PBV implied by rela‘uonshlp with ?016P ROAE )
management bt + Based on Street Estimates and Nile Management Estimates
+ In ition, atthe r <
ls ae‘:d;tl %r::na'll:‘l:ﬂi ee‘lgigr? fthe + Available cash flows (dividends) of Nile Management Estimates discounted to
pecial ¢ ittee, cental Dividend Discount Model 6/30/2016
sensitivities to thF‘_" Nile (“DDM™) + The analysis is based on Nile Management Estimates, as well as the
Management Estimates have Sensitivity Analysis requested by the Special Committee
been developed (“Sensitivity =
Analysis”) + Premiums paid in precedent minority squeeze-outs in insurance and other
— For example: including the - :‘d““‘""s e veriods. ncluding:
impact of changes in division o Bl oo "'Te;aD:.m e mamouncemont
growth rates / margins and a [l Precedents T CTRMRATY P Ay PR o annauncamen
otential M&A transaction i — Premium to 3-Mo prior to announcement
P = — Premium to 52-week high prior to announcement
©
= -
5 + Recent M&A transactions within the P&C insurance sector across a broad
range of transaction sizes and business focus, as well as across a broader
= Recent Insurance M&A time period including transactions where the target has a similar business
Transactions focus and size to Mile
+ Focus on key metrics include P/BV and NTM P/E (Street Estimates and Nile
Management Estimates)
Morgan Stanley Noes 4

1. Stock price as of the trading day (J42016) prior o announcement of Amazon's proposal on 372016




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

PRELIMINARY AND CONFIDENTIAL

Project Nile PRELIMINARY VALUATION ANALYSIS
Selected Metric Range
Reference
Metric Low High Valuation Range per Nile Share ($)
[£ I i Pre-Offer  3-Month Irsitial Offer
Price: WWAP: Price:
A Recent Trading Range (52-Week) - Prior to S2261  S2497 $340.00
Announcement (3/4/2016) 22.2¢ [ 2; oo
B Trading Comparables : : :
P/ BV (331/2016) $18.46 1.00x 1.40x 18.46 m 2584 1
i
Sireet Eshimates. 1 | 1
Regression Imphed P/BV vs. 2016P ROAE (8.7%) $18.46 1.15x 1.30x 2123 * 2;100 :
2016 PE $1.58 10.0x  15.0x 15.75 I 23 5> :
2017 PIE $1.65 .0x 14.0x 125 N : |0 !
Nile Management Estimates: 1 i i
1 1 i
Regression Imphed P/BV vs. 2016P ROAE (11.0%) $18.46 1.30% 1.50% 2400 27 5.!
1
2016 PIE $2.06 (1) 10.0% 15.0x 20 59 ; !
2017 PIE $2.2710 9.0x 14.0x 2039

Il. Standalone Dividend Discount Model

Mile Management Case
Sensitivity Analysis
1l ME&A Valuation
B Minonty Squeeze-Out Premiums Paid i

Premium to Pre-Offer Price / 52 Week High (528 98) 52261
Premium to 3-Mo. VWAP / 52 Week High ($28.98) $24 97

E  Recent M&A Transactions
P/ BV Mulliples (3/31/2016) $18.46
2016 P/ E {Street Estimates) $1.58
2016 P/ E (Nile Managemen! Estimates) 32.{]5“]

Source Fi
Wil Stret research,

15%
15%

1.40%
13.0%
13.0x

SNL Financial, Capital 13 (S2070165), Nie Management,
Cormpany Filngs

Hotes

1. 2016P and 2017TE EPS based on Nie Management Estmates
Morgan Stanley 2 Tmmmmmmmmmmmvnmrmmhm‘;

3. Range is selecled based on a range of premums of the final offer price fo the pre-affer and 3 month trading price

Dhscount FRate: 6.7 - B.7%:; Terrmnal Muliphe: 1.2x- 1,657
2018E ROAE: 11.7%
Discount Rate: 6.7 - B.7%; Tormnal Muiplo: 1.4x - 1,85,
2018E ROAE: 14.2%

35%

35%

1.80x :

17.0x 2040 NN s 75 :

17.0x v 2676 N 3500

10.00 15.00 20.00 25.00 30.00 35.00 40.00

Imphed P/ BV (as of 3r312016) 081x 1,08 1.3 163 1.90x 217x
!!& P/ E [2016F) 7 3x XS 12 1x 14 Bx 17 19 4x
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PRELIMINARY AND CONFIDENTIAL

PRELIMINARY VALUATION ANALYSIS

Nile Management Estimates Relative to Street Estimates

Project Nile
GPW
MM
62% i T¥
1,000
4 55% 5%
760 772 7’97 626
T50 727
500
250
0 i
20154 2H016R 2018E
Bl Actual Street Estimates - Nile Management Estimates
Year-Over-Year Growth
EPS
SMM
130%
3.00 10.0% 256
227
500% 206 B.1%
200 P 158 65
1.05
1.00 .
0.00
20154 2016P 201 TE 2018E
B Actual Street Estimates Il Nile Management Estimates
Year-Over-Year Growth

Morgan Stanley

Sowrce Street Estimales and MNile Management Estimales

AY Combined Ratios
%
120
98 9 96 9% o6 96
80 20 | 20 | 20 | 20 | 20 20
40 78 7 76 78 76 76
NA
0 . et = Lo - b s S . |- . . ]
Strest  Mie Street  Nile Streel e
0154 Mgt frech gt
2016P HI1TE 20M8E
Bl Actual | Loss Ratio B Expense Ratio
BVPS - ROAE -
Stroet BT T A
S8% .
$ il - . .
Mg 11.0% R 11.7%
30.00
2000 18.03 1919 1951
- I I
I QEee— S
20154 2016P 201?E 2018E
B Actual Street Estimates ll  Nile Management Estimates
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Project Nile PRELIMINARY VALUATION ANALYSIS
A Nile Recent Trading Range
Trading Range Since January 2014
Pricing (1
Pre-Offer @ 2261
3 3-Mo. VWAP $24.97
35
52-Week High™ $28.98
Mar-16-2014
Feb-18-2014 Amazon terminates the
Amazon raises its offer tender offer due o U.S. Apr-15-2015
to $30.00, representing District Court granting 52-week high Feb-23-2016
its “Best and Final Price” an injunction of $28 98 & Reported 2015 eamings of $1.16 per
- share, missing median consensus
Amazon astimate of $1.41 (18% miss);
Proposed Offer Stock price reaction: {0.3%)
1 Price: $30.00
M — - — - —
] L
25
-
Feb-5-2014 Mar-7-2016 .
AMAZON aNNOUNCES Amazon announces Feb-29-2016
offer to acquire offer to acquire: 52-week low
outstanding shares of outstanding shares of of $22.26™
Mile for $28 00 Mile for $30.00
20
Jan-14 May-14 Sep-14 Jan-15 May-15 Sep-15 Jan-16 May-16
Nile:
Sowce Capstal K3 (S202016)
1. VANAP volume-weaghtod prices for the i YAr016)
epresents AVTIGE PrCES redervanit e periods startng from the date preceding the arnounoement of Armaron’s proposal | 16)
Morgan Stanley 2 Goeg i o o badn oy LU ek et s on 3101 7

. Calulabed from the frading day prior o the anncuncement of Amazon's proposal (34/2016)
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PRELIMINARY AND CONFIDENTIAL

B Public Comparable Companies
Nile Public Comparables
As of 0572002016

Market Cap 2016 PIE 2017 PIE PIBY 2016E ROE 2017E ROE

(SMM) () ) (2] (%) (%)
Nite "
Pre-Offer 450 11.0 10.0 1.25 1.0 11.2
Pre-Offer 3-Mo vWwap & 497 12.1 1.0 1.38 1.0 1.2
Peers
Old Republic International Corporation 4,957 14.5 14.0 1.21 2.0 NA
AmTrust Financial Services, Inc. 4,653 8.9 79 1.86 19.2 186
RLI Corp. 2,850 282 288 3.27 124 11.8
National General Heldings Corp. 2231 11.0 9.4 1.63 139 14.3
Selective Insurance Group Inc. 2,056 13.3 13.7 1.39 10.5 96
CneBeacon Insurance Group, Lid, 1,225 15.2 18.1 1.20 9.8 58
United Fire Group, Inc 1,055 17.2 181 1.13 71 7.2
State Auto Financial Corp. 857 27 14.4 0.54 36 6.0
EMC Insurance Group Inc. 544 14.1 148 099 71 6.4
Donegal Group Inc. 399 9.3 88 0.95 9.2 9.1
Baldwin & Lyons Inc. 358 14.0 14.0 0.50 A MA
Median 14.1 14.0 1.20 9.5 9.1
Mean 153 14.7 1.41 10.2 9.8
Source  SNL Financial, Capital 10, Comparry Sings (Marke! data as of S02016), Wil Street research
"I‘urlelhﬁngentrl Estimates
Morgan Stanley o 1 70 e e cxicone 8
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Project Nile PRELIMINARY VALUATION ANALYSIS

B Implied Regression Analysis Valuation

P/ BV vs. 2016E ROAE Regression Analysis ("

2.00

R2=085
E““....r_,,/

1.50
b SILECTIVE
" W)
Nile Management Implied: 1.33x o I VAR @ . MB.
= AFFiile Managament bmpied -
2 @ Pro-Offor Nio @
T Street Implied: 1.18x _—
1.00
-
f STATE AUTO EMe S DXEGAL
e Management
0.50
0 5 & 10 11.0%9 15 20
2016E ROAE (%)
Soawce  SHL Financial (S0/2016), Wall Street research, Sircef Estimales, and Nile Management Estimates
Hotes .
Morgan Stan{ey ;: m.ﬁ(ﬁ:ﬂMmmwmmreg-vmmaa.md.mmﬂawm&mhmmim.mmmdududnmgmdmh.hhgnnﬁvmm 9

3. Mile median ROAE per Sreet Estimales
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PRELIMINARY AND CONFIDENTIAL

‘¢ Standalone Dividend Discount Model
Nile Management Estimates
Sensitivity Analysis Nile Standalone Valuation (1
3/ Share
1.2 T?ET'“% .:?mm:.sx 1.6x s
o | 200 mer cma3 e mer Actuals Forecast Terminal
2015A 2016P 2017E 2018E  Value
‘_; 72| 2472 %65 211 3055 3249 e iy Paa Lot
3 | mas ma el wa 2 GPW 7271 7722 8265 884.7
g 82% | 2447 2607 2748 2087 M7 Growth (%) 6.2% 7.0% 7. 1%
| 2390 2678 718 &4 34 Combined Ratio 96.4% 6. 1% 95.7%
Net Income 20.8 41.0 455 5186
Growth (%) 96.9% 10.7% 13.6%
Book Value 358.9 3858 4222 461.0
Book Value per Share “/ $18.03 $19.50 $21.07 $22 80
ROAE 58% 11.0% 11.2% 11.7%
Dividends 104 1.2 120 129
Cash Flows
Regression Implied P/BY 1,379
Terminal Value (12/31/2018) B34
Dividends < 5.6 120 129
Discount Period (Years) 000 1.00 200 2.50
Discount Factor ™ 1.00 003 0.86 0.83
Present Value of Cash Flows / Terminal Value 56 11.2 1.1 526.4
Present Value Book Value Per Share (6/30/2016) I $26.40
Present Value Price Per Share (6/30/2016) fs27.80 /
Source  Nilo Managoment Esiralns
1+ Basedon Nile 2016 Pian and Mile Management Financial Outlook
2. 2016 represerts hlf yoar of 4l yer chdends: diders per share are S0.56, 5060 and S0.64 in 016, 2017 and 2018, respactively; based on ot shares of 19.948 in
Morgan Stanley i mﬁmfmtimmmﬁmMam;&mm.uwwﬁmnmwmmsyﬁm 10

4 i x by Management
5. Assumes 2016 regression relationship remains. constant over ime (i.e., 2018E ROAE applied io 2015E regression)
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Project Nile PRELIMINARY VALUATION ANALYSIS

¢ Historical Trading Valuation Levels

Last Five Years

Feb-5-2014 Mar-14-2014 Mar-7-2016
Price / Book Value Amazon announces Amazon lerminates the Amazon announces
Sinee 2011 offer to acquine tender offer due o U.S. offer to acquire
outstanding shares of District Court granting outstanding shares of

* Nile for $28.00 an injunction Nile: for $30.00
2.00

Apr-15-2015

Pre-Offer 52-Week

High: 1.58x @
1.75 cal
180 i Mefvemge A Y e L A e M e -
125 1 p

Peer Average: 1.04x
100 [ s T T Ty W Ay ™ 7 o Rt e
Feb-29-2016
Pre-Offer 52-Week
0.7s Low: 1.23x @
0.50
May-11 Oct-11 Feb-12 Jul-12 Mow-12 Apr-13 Sep-13 Jan-14 Jun-14 Oct-14 Mar-15 Aug-15 Dec-15 May-16
Nile Pears!
Sowce SNL Financial (Data as of SRA016)
Morgan Stanle 1 Bacrs incuk AF S, EMC, NGHC, OB, RLL SIG, STFC, UFCS, ORY, DGICA, BWING
g y 2. Calailated from the trading day prior 1o the announcemen! of Amazon's proposal (W4/2016); 52-Week High: $28.98; 52-Week Low: $22 26 "
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Project Nile PRELIMINARY VALUATION ANALYSIS
¢ Select Precedent DCF Valuation Ranges
Legend Final Offer Premium [ (Discount) to Select Points in the DCF Range
Offer Price | DCF Low (%) Nile Offer F“ren_'l'rum_f{DiscounL} . . .
to Midpoint Offer Premium to Midpoint
| - A 1 | 1
Offer Price / DCF Midpoint (%} e | L a '
o——— Offer Price / DCF High (%)
Offer Price to DCF Midpoint (%)
====" Ofter Pnce Premium to DCH Midpoint {%) i
30
Offer § DCF Low
ol i
W0 =200% = $20.0% —— 22
e Bl g 1O
] 1 130
i 1 1249 00
E:ifefr ; i I
v Shall 0 Bmmaer SUEL | 63
——— 14 1 Oftor | Midpaint ——— 33
1 =300/
1] | | = a0 08 v {05y 33)
t ya.8 oo 1.9)
Offer | DCF 1 ) 2% (5.8)
=2000/100 | 1
@1y = 91% ]
[} 1 {111
i —— (15.5) (171
!
| e =3c;|c;g|-r,3ga’;'u¢I
@y =
(30) H 27.5)
Nile Sensitivity st Contury Anam The Travelers F\'-m Groal  CNA Suraty N:mmw MEEMIC
Estimates Frrara Services
Resounces
Soawce Capital W2, Company Filings
Morgan Stanley 12
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Project Nile PRELIMINARY VALUATION ANALYSIS

P Minority Squeeze-Out Premiums

Precedent Minority Squeeze-Out Premiums

Final Offer Premium (%) ')

3-Mo VWAP 52-Week
1-Day Prior Prior High
Insurance Mean 245 31.9 2.3
Other Industries Mean 30.0 29.8 0.9
Combined Mean 27.2 30.8 31
I" _______________________________________________________________ I
| Implied Per Share Valuation :
| i
I
: Nile Metrics © $22.61 $24.97 $28.98 I
I
o N I
o | |
E 1 15% Premium $26.00 $28.72 - I
k-1 ! I
2 i 1
8 : 35% Premium $30.52 $33.71 - i
[
(7] I

Soamce  SNL Financial, Cagital 10 and Companry Filings

Notes
1 Final Offer Premiums calculated based on time periods starteng from day prior 10 inticl offer
2, Averagi premunt ane calculalied from mncrty squecsi-oul iransachons in the insurance indusbry and ofher seclon respeciely
Morgan Stanley 3 Nl ek et o e (420 a7 pono)Pcr o e o ATz opess o 3716 0
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PRELIMINARY VALUATION ANALYSIS

b Minority Squeeze-Out Insurance Transactions

Project Nile

Precedent Minority Squeeze-Out Transactions (Insurance) (W

Final Offer Premium to

Transaction

Date Initial Stake Size Merger or 1-Day Prior Mo, VWAP  52-Week High
Announced Target Acquiror %) (SMM)  Consideration Tender %) (%) %)
11172010 CNA Surety CNA Financial 61.0 475 Cash Tender 379 512 343
Br2602010 Wesco Financial Berkshire Hathaway 801 548 Cash/Stock Merger 18.6 14.6 (7.5)
9/4/2009 Odyssey Re Fairfax Financial 726 1,049 Cash  Tender 204 453 19.1
62072009 First Advantage First American 799 308 Stock Tender 47.9 40.3 0.6
12/1/2008 Northbridge Financial Fairfax Financial 63,1 554 Cash Merger 21.0 68.8 29
3/5/2008 Nationwide Financial Services Nationwide 66.3 2471 Cash  Merger 28.3 215 (20.3)
THTR2OOT Alfa Corporation Alfa Mutual 827 833 Cash  Merger 44.T 332 103
22202007 Great Amernican Financial Resources  American Financial Group 810 238 Cash  Merger 132 89 06
172472007 21st Century American International Group 6.7 813 Cash  Merger 346 303 20
TI2002 MEEMIC ProAssurance 855 35 Cash Tender 36 31 0.0
B/30/2000 AXA Financial AXA Group 60.3 9,425 Cash/Stock Merger 13.0 47.3 101
182000 Hartford Life The Hartford B80S 1,325 Cash Tender 21 183 (8.2)
Median 69.5 246 Mnr 1.8
Mean 70.3 245 319 53

Sowrce  Capital K0 and Comparry Filings

Notes

1. Inchades transactions dating back o 2000, Indudes domesfic ransachons only
MOrgan Staﬂley 2. Final Offer Premuns ealcuated bised on fims penods slarting from day pror fo iniial offer announcament 14
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Project Nile PRELIMINARY VALUATION ANALYSIS

b Minority Squeeze-Out Transactions in Other Sectors

Precedent Minority Squeeze-Out Transactions (Other Sectors) (1)

Final Offer Premium to

Transaction 52-Week
Date Initial Stake Size Mergeror  1-DayPrior  3-Mo. VWAP High
Announced Target Acquiror (%) ($MM)  Consideration Tender (%) (%} (%)
5/7/2013 Pioneer Southwest Pioneer Natural Resources 52.4 694 Stock  Merger 57.0 69.2 488
11/28/2012  Danfoss Power Danfoss A/S 756 690 Cash  Tender 48.6 48.9 4.3
3/21/2010 CNX Gas CONSOL Energy 833 965 Cash  Tender 24.2 34.8 6.3
10/6/2006 NetRatings Nielsen Holdings 60.0 328 Cash Merger 44.0 543 35.5
3/3/2005 Siliconix Vishay Intertechnology 84.9 200 Stock  Tender 30.7 18.0 (25.1)
8/20/2002 Pure Resources Unocal 57.8 512 Stock  Tender 20.7 11.1 (10.3)
2/19/2002 Travelocity Sabre Holdings 70.0 447 Cash  Tender 45.8 20.3 (27.8)
2/15/2001 Westfield America Westfield America Trust 559 598 Cash Tender 125 2186 4.8
8/21/2000 Hertz Ford Mator Co. 815 T34 Cash Merger 46.4 18.7 (31.4)
8/14/2000 BHC Communication News Corporation 76.1 ass Cash/Stock Merger 16.4 10.4 (2.4)
3/12/2000 Boise Cascade Office Products Boise Cascade Corporation 81.1 205 Cash  Tender 86 10.0 48
3/6/2000 Thermo Instrument Systems Thermo Fisher Scientific 886 301 Stock  Tender 4.6 40.0 33
Median 759 274 209 38
Mean 723 30.0 29.8 0.9

Sowrce  Capital I and Companry Filings

Notes
1. Includes ransactions dating back to J000; Equity value ranges from S200MM to $1Bn; Includes domestic fransactions only
2. Final Offer Promunts calculated based on ime penods starting from day pror o inital offer announcesnent

Morgan Stanley 15
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Project Nile PRELIMINARY VALUATION ANALYSIS

E Selected P&C Insurance M&A Transactions

Selected M&A Precedent Transactions

Premium to
Unaffected
Ann. Equity Value PIBV NTM P/E Price
Date Target Acquirer (SMM}) (x) (x) (%)
Recent P&C Insurance M&A Transactions /"
362016 Maxum Hartford 170 1.50x MIA NiA
7T11/2015 Chubb ACE 28,300 1.79x 16.9x 30.0
6/10/2015 HCC Tokio Marine 7,500 1.90x 18.8x 38.0
5/3/2015  Ironshore Fosun 2,3007 1.25% MIA NiA
6232014 Western World Validus Holdings 452 161%™ MIA NIA
Median 1.61x 17.9x 34.0x
Mean 1.61x 17.9x 34.0x
Other Insurance M&A Transactions of Similar Size and Business Focus
9/23/2013  Eastem Insurance ProAssurance Corporation 205 1.46x% 14 4x 16.2
8192012 Guard Insurance Mational Indemmty Co. py| 1.00x N/A NA
57212012 JEVCO Insurance Intact Financial 530 1.30x N/A NiA
113002010 Meroer United Fire & Casualty 191 1.09x 13.7x™ NIA
2182010 Vanliner Mational Interstate 135 1.03x N/A NiA
21182010 Zenith Fairfax 1,455 1.35x% NI 3.0
Median 1.20x 14.1x 23.6x
Mean 1.20x 14.1x 23.6x
All Transactions
Median 1.356x 16.7x 30.6
Mean 1.39x 16.0x 28.8
Source  Capital Q) and Compary Filings
PI"“‘;:saata\:l sampling of research reports and specfic guadance whire avalable
on 5 ‘comgany aval
Morgan Stanley 2 brged vl 0% st e 16

Roflocts pquty adusiod for
4. Based on median 2010 EPS Syeel estirmabes
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Project Nile

Section 2

Tactical Considerations

Morgan Stanley 17
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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 recognize Nile has traded around offer price within the last vear 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 premium
— Dividend discount analysis, [ * ]

» Acknowledging Amazon’s intention 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 1t 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 TACTICAL CONSIDERATIONS
Sensitivity Analysis Developed at Request of
Special Committee

* Increase GPW growth within the Trucking and * Increases consolidated GPW growth rate by 0.9% in

S Environmental Div. 2017E/2018E from 2016P
rnow
Improvement — Increase GPW growth from 8% to 12% in 2017
and 2018
* Loss Ratio improvements + Consolidated improvement of LR by 1.0% in
i . 2017E/2018E
Underwriting Results = Eliminate bulk loss and LAE gap (~1% annually
Improvement for 2017 and 2018)
+ Realization of Expense Efficiencies » Consolidated improvement of ER by 0.5% in 2018
Improved Expense — Reversion to average of 2015/2016 ER from 2016
Efficiency (~19.7%)

[*] [*]

M&A Opportunity
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Project Nile TACTICAL CONSIDERATIONS

Potential Incremental Value of Sensitivity Analysis

2018E Net Income — Sensitivity Analysis (! Impact on 2018E Net Income

ShM
MM 4979 13.2% 14.2% 2018E Mot Income
Incremental
7o % Value Total Value
4.7 65.0
65 0.5 .
24 01 56.9 - 25% 34 5.0
® 53 O H
% 05 - 3 5% 6.7 583
© :
75% 0.1 61.7
k]
45 o
Nile Trucking GPW Reduction of  Improvement Compounding  Net Income I*1 Compounding Total
Management  Growth Bulk Loss in ER Effect Sub-Total®  Acquisition Effect Net Income = 100% 134 650
Estimates
1 2 3 4
2018 ROAE

Impact on PV Price Per Share

Discount Dividend Model PV Price Per Share — Sensitivity Analysis {113
H

%/ Share P Price | Share
Incremental
35 0.13 g % el Totl Value
33 1.60 -
0.05 30.70 — 25% 147 2897
185 0.83 =
30 27 80 016 B ;
_— f—— — =z % 235 30,15
28 g
25 i) §
Mile Trucking GPW Reduction of  Improvement Compounding Enhanced I*1 Compounding Enhanced PV ; 5% 352 nw
Management Growth Bulk Loss in ER Effect PV Price / Acquisition Effect Price / Share ® =
Estimates Share
1 2 3 Sub-Total 4 100% 470 3249

Hotes

1. Based on Mile Management Estimates
2. Inchudes compounded improvements when it efficenc together where

3. DOM vahuabon assures a descounl rate of 7.7%; Based on Nile Management Estimates; assumes fully diluted shares cutstanding of 19.5MM as

Morgan Stanley Prando oy h W s 1 45 04 DO o 20
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PRELIMINARY AND CONFIDENTIAL

TACTICAL CONSIDERATIONS

Summary of Potential Synergies

Project Nile

Potential Range of Potential Value
(]
G o he e After-Tax Value Per Share Impact
- Nile is expected to operate independently as a wholly-owned .
Revenue subsidiary; there are no revenue synergies expected SOMM $0.00-$0.00
Direct Public - ]
- El [ f publ ts (~2MM 10MM - $15MM .50 -%0.75
Company Expenses imination of public company costs ( ) 3 $ 30 3
Potential Additional - Additional savings in G&A costs
Expenses - 5% - 10% of G&A expenses (excluding public company costs) of $23 6MM STOMM — ST5MM 0503075
- Potential for improved investment yield on investment portfolio by Amazon given scale
o and product capabilities
Investment Income - As 2 10 - 20bps yearly improvement on $1.2Bn investment portfolio S10MM — $15MM $0.50 - $0.75
(~51.2MM - $2 4MM)
Assianed Risk - Reduce assigned risk underwriting losses ~$8MM in 2016P through the use of SOMM — $30MM $0.00 —$1.50
g Amazon nen-admitted licenses (0% - 50%) - 00 =31
Synergy $30MM - $T5MM $1.50-8376

Shares Outstanding (MM) 199
Low High
Total Synergy Value Per Share §1.50 $3.76
25.0% $0.38 $0.94
50.0% $0.75 $1.88
75.0% $1.13 §2.82
@ - Deferred tax hability of $63MM for Amazon that would no longer .
be lwlifﬂd o be mainiained e
Soawce  Mile Management Estimates and Amazon Management
Notes
1. In ordar io defermne the polential of synorgees, all caleylations: -affected at 35% and eapilalred O reltipses; il SyTedgies
Morgan Stanley Koo e e e s Tyl gl pr

2 Tax ¥ ions per Amazon
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PRELIMINARY AND CONFIDENTIAL

Project Nile TACTICAL CONSIDERATIONS

Estimated Impact of Changes in Reserves

Background lllustrative impact to Book Value of a Change in Reserves

SMM (except per share figures)

* Recent history of reserve strengthening has impacted ot Ressive % of
Nile’s balance sheet: Redundancy / Existing After-Tax BVPS
(Deficiency) Net Resarve ' Impact @ Impact ™

— 2016 YTD: No reserve strengthening recorded in

i . *f= B 6% = 3. *f= A
1Q’16 as determined by Nile Management ! 0 08 = 33 [ 9048
— 2015: $9.7MM allocated to reserve strengthening, /- 100 1.3% +/- 8.5 +/- $0.33
primarily for accident years 2012 and 2013,
recorded in 4Q’15 ‘- 150 1.9% v~ 98 +1- $0.49
— 2014: $20MM of reserve strengthening took place .1 200 2 5% 130 ore $0.65

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%
commercial auto lines of business.

+/— 163 +/— $0.81

+/- 300 3.8% +/- 19.5 +/- $0.08

Source  Coenpany Filngs

Hotes
1. STEMM of net reserves ae of 12312015
. Azsumes a manginal tax rate of 35%

Morgan Sta]‘]ley % Fuily dihuted shares culstandng, of 19 9MM as prevaded by Nile Management 29
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PRELIMINARY AND CONFIDENTIAL

Project Nile TACTICAL CONSIDERATIONS

lllustrative Negotiating Tactics with Amazon

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

Hlustrative Build-Up of Nile Management Estimates, Sensitivity Analysis, and Potential Synergies for Purposes of Negotiations
5 Per Share

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 1.86
ER Improvement 0.83 0.83
Subtotal: Sensitivity Analysis {excl.. 1*1 )™ 30.70 35.90
Project L*1 @ 1.79 179
Subtotal: Sensitivity Analysis (incl. L*1 ) 32.49 37.69
3 Potential Synergies ©!
Revenue 0.00 0.00
Direct Public Company Expenses 0.50 0.75
Potential Additional Expenses 0.50 0.75
Investment Income 0.50 0.75
Assigned Risk 0.00 1.50
4  Total Potential Negotiating Strategy 33.99 41.45
Tax Considerations ¥ 0.00 3.15
Total Potential Negotiating Strategy (including Tax Considerations) 33.99 44.60
Source  Mike Management Estirates, Sensitivity Anabysis, Capital 12, and Amazon Management
Hobes

1. Compounding eflect of 50.05 1 sh. of value has bien induded in the sublotal

Morgan Stanley 2 ente ey o Nl Moot 23
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PRELIMINARY AND CONFIDENTIAL

Project Nile TACTICAL CONSIDERATIONS

Selected Precedent Final Premium to Initial Offer Squeeze-Outs

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

% Tender Merger Tender Tender Tender Merger Merger Merger Merger Merger Tender Merger
40 34
30 25
|

20 15

12 1 11 10 Median: 11.0
10 = === = = = = = e~ == = e — = = = N = = = =SS s S S el S Rl s o e

0 0
i]
(10) n
First Advantage Alfa Corporation  CNA Surety Hartford Life Odyssey Re 21st Century Mabomade AXA Fnancial - Greal Amencan MEEMIC Wesco Financial
Fimancial Financial Financial

Services Resources
Souwrce Capetal 10, Comparny Filings

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

L™ Merger Merger Tender Tender Merger Tender Tender Tender Tender Merger Tender Tender
a0 ar
7y
30
22
19
30 18
13 Med 10.2
VIS0 !
10 ———sbeeeet S SEeee  Bemoe  foa FEme B e e ——————
0 0 0 ] 0
Fionoer Southwest  NetRatings Travelocity Diandoss Power Hartz Siiconix Purt: Fesoureces CNX Gas Wiestekd Amenica BHC Bome Cascade  Thirme Instrument
Commurscation  Olfice Products Systens

Source Capital 10, Company Filings

Morgan Stanley
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PRELIMINARY AND CONFIDENTIAL

Project Nile TACTICAL CONSIDERATIONS

Valuation Matrix

Implied Multiples Across Various Prices

SMM
T “M&AI Squesze-Out .
Reference Metric | $30.00 | $31.00  $32.00  $33.00  $34.00  $3500  $36.00  $37.00  $38.00 Precedents
% Increase From Initial Proposal  Stock Price $30.00 Co0% 0 3% T% 10% 13% 17% 20% 23% 2% -
Market Multiples.
Total Equity Value " Total Shares 199MM 15988 | 6189 639.0 6591 6792 699.3 T195 7396 7597 -
P/ BV (3/31/2018) BVPS $18.48 163x | 168x  1.73x 179 18x 1.90x 195x 2.00x  2.06x 1.4x-1.8x
2018 P/ E - Street Estimates EPS $1.58 1190k | 197x  203x 210x 216x 222x 20« 235  24.1x 13.0x - 17.0x”
2016 P/ E - Nile 2016 Plan EPS $208  !148x | 150x 155x 18.0x 165x 17.0x 17.5x  18.0x  18.4x 13.0x-17.0x"
Premium Analysis
Pre-Offer @ Stock Price $22.61 +33% | +37%  +#42%  +46%  +50%  +55%  +50%  +84%  +68% 15% - 35%
3-Mo WVWAP? Stock Price $24.97  1420% +24%  +28%  +32%  +36%  +40%  +44%  +48%  +52% 15% - 35%
52-Week High ™ Stock Price $28.98 4% 7% #10%  +14%  +#1T%  +21%  +24%  +28%  +31% -
Current™ Stock Price $30.94 | (3%) +0%  +3%  +7% +10%  +13% +16%  +20%  +23% -
Transaction Analysis i
DDM Midpaint . (5 E
(Nile Management Estimates) Stock Price $29.00 #3% | 47%  #10%  +14%  +17%  +21%  +24%  +28%  +31% -
DDM Midpoint . [ 1
(Sensitivity Analysis) Stock Price $31.50 : (5%}5 (2%)  +2% +5% +8%  +11% +14%  +17%  +21% !
Sowree  SML Financial, Capital 10, Nile Manag Esti Streat E: and Company Flings
No
1. mmmmmmrgdls.Mawmmw
2. Friof 1o announcement of Amaron’s proposal on 372016
3 As of 202016
4, Represents NTM multiples
MOI’gan Staﬂley & Mm&dnmwwdezmm&m.mm} 25
6. Represents the midpomt of the DOM valuation range of Sersatnaty Anahysis ($25.00 - $38.00)
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Project Nile

Section 3

Potential Alternatives
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PRELIMINARY AND CONFIDENTIAL

Project Nile 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 buyers with presence in the sector and active M&A interest could include:

Overview — Berkshire Hathaway — W.R. Berkley
— Travelers - Hartford
- Liberty Mutual — AmTrust

A TLarge universe of potentially interested parties could facilitate price discovery

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

4 Nile's niche specialty platform could be strategically compelling

4 Foreign buyers (e.g. China) may show increasing appetite for U.S, insurance acquisitions

¥ Amazon has stated its mtent to not vote its shares in favor of an alternative sale to a 34 party
v Actuarial diligence is expected to be significant and could be a potential detractor to value

v Significant management distraction, time commitment, and downside risks to plan if a full sale process is launched

Potential
Considerations

¥ Even under consolidation scenario, incremental value artributed to expense synergies likely to remain modest

— Nile expenses likely do not fully reflect run-rate operating expenses, as Amazon currently provides administrative
and actuarial services fo Nile at no cost

v Few recent precedents of similar transaction size with valuation multiples higher than those implied by Amazon’s offer

Morgan Stanley 27
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Project Nile

Overview

PRELIMINARY AND CONFIDENTIAL

POTENTIAL ALTERNATIVES

Potential Strategic Alternatives for Nile (2 of 2)

2

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

3
Divestiture of Business

Divest certain business segments or books of
business

4 Levering up the balance sheet could result in a
valuation uplift based on a higher ROE, albeit

A

Opportunity to utilize freed up capital to fund
furre growth initiatives or return capital to

likely modest shareholders
Potential 4 QOpportunity to utilize freed up capital to fund 4 Allow management to focus on most profitable
Benefits future growth initiatives or return capital to lines of business
shareholders 4 Potential for strong buyer interest in subsidiary
4 Take advantage of low interest rate environment sales given current active M&A environment
to incur debt
v Additonal leverage could pressure Nile’s A.M. ¥ Management has not been able to identify any
Best rating, which could in twm impact non-core or easily separable divisions
Potential ﬁ:::ﬁ;;gﬁgﬁ;:msl strength among fusureds v Significant time and resources required to effect a
Considerations corporate carve-out
¥ Without additional debt, limited i o . . .
1hout additiona muited excess capital ¥ Potential dis-synergies associated with reduced

Morgan Stanley

available to return to shareholders

scale and diversification




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

PRELIMINARY AND CONFIDENTIAL

2 |llustrative Impact of Leverage on Nile Management
Estimates
+ Applied incremental leverage of Impact of Leverage on 2016 ROAE
~$70MM, which implies a SMM
leverage ratio of ~24% Nile Management lllustrative Leverage
+ Assumes cash proceeds from Estimates Scenario
issuance of debt returned to Target Level of Debt 29.0 100.0
Shareml'lders Implied Leverage (Debt / Capital) 7.9% 23.8%
+ lllustrative analysis reflects -
minimal impact (modestly Incremental Debt Relative to 2016P - 71.0
Cf“Utit\_'e) to shareholder value X lllustrative Cost of Debt /" 1.7% 1.7%
creation
= Incremental After-Tax Interest Experse - 0.8
2016P Net Income 41.0 41.0
Pro-Forma MNet Income 41.0 40.3
2016P Book Value ® 388.8 388.8
Pro-Forma 2016P Book Value 388.8 317.8
Fully Diluted Shares Outstanding ©! 19.9 19.9
Dividend Per Share w/ Proceeds of Incremental Debt - $3.56
Implied 2016P ROAE 11.0% 11.9%
Regression Implied P/B (3/31/2016) 1.33x 1.39x
x Book Value Per Share (3/31/16) §18.46 $14.89
Implied 2016E Mile Share Price $24.49 $20.68
Plus: Incremental Dividend Per Share Paid - $3.56
lllustrative Value to Nile Shareholders $24.25
Incremental Value Per Share f ($0.25) ‘,‘
Source  SHL Financial, Capial K2, and Nile Managemeni Estimates o
Notes:
Morgan Staﬂley 7 gﬁ?ﬂ*ﬁw “ore basad on e Esmetes 29
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Project Nile

Appendix A

Supporting Information
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PRELIMINARY AND CONFIDENTIAL

Project Nile SUPPORTING INFORMATION
Benchmarking Criteria: Selected Comparable Companies
mny
+ Noted as a competitor by Nile Cetorenced i i 10K Market ZotOrw
in either the 10-K or other 2016 Plan or Board cap
business documents Ticker Materials (SMM) Commercial Aute Workers Comp.
+ Market cap less than $5Bn and Peers
greater than $300MM
o ; % OLD REPUBLIC sonns o ORI / 4,957 28.0% 37.8%
+ Significant book of business
related to commercial auto or ‘ v
worker's compensation as % of A AmTrust ARG 4653 10.9% 50.3%
total business :
RLI RLI ( 2,850 11.8% 1.1%
National General » NGHC v 2,231 8.6% 0.0%
Nile Business Mix “ SELECTIVE sial v 2,05 16.2% 13.1%
% of DPW (as of 12/3172015)
W ¢ OneBeacon. 0B v 1,225 9.8% 6.6%
Ofther Lines “'m UFCs v 1,055 21.8% 10.5%
Waorker's STATE AUTO ™
mﬂ gz:::ﬂm ﬁ Insurance Companies STFC v 857 8.0% 7.3%
: 58%
lﬁMQ EMCI v 544 19.3% 32.4%
i 1,
S Dq%% DGICA 399 12.29%" 15.6%
_ P Bo'owin & Lyons, inc.
Source . Company filings. The Pledge afi:',\!:ceﬂ'cu,cr BWINB v 358 33.7% 43.0%
Sowrce  SML Financial, Capital W and Comparry Filings (Markat data a5 of S202016)
Hotes
Morgan Stanley LRl O 32
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Project Nile SUPPORTING INFORMATION

Nile Cost of Equity Calculation

Peer Predicted Barra Beta

s o S0I0NG Summary Assumptions
WACC Calculation
Predicted Mt Cap. A i
el e (38n) P Notes Base Low High
Ot Ropublic 0.74 45
AT rust 099 45 Market Risk Premum (MRP) Maorgan Stanley estimated market nisk premium 6.0% 6.0% 6.0%
RLI QT I8
National General asm 23
Seksctive 078 20
United Fire 0.74 10 Risk Free Rate (Rf) Spot rale 10-year U.S. Treasury as of 516/2016 1.8% 18% 1.9%
OneBeacon 067 12
State Auto 067 09
Average .80 25
Predicted Beta Average Bela of Selected Peers 0.80 0.80 0.80
Sensitivity Adjusiment +/-1.0% from base {1.0%) 1.0%
Cost of Equity (KE) Calculated using the Capital Asset Pricing Model 6.7% 5.7% T.T%
- . . Defta of curment market capitalization size premium of
Size P Adjust t 1
ize Premium Adjustmen peers compared to Nile 0% 1.0% 1.0%
Adjusted Cost of Equity (KE) T1.7% 6.7% B.7T%

Source  Capital K3 (S202016)

Morgan Stanley 33
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Project Nile

Appendix B

Historical Trading Metrics

Morgan Stanley 34




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

PRELIMINARY AND CONFIDENTIAL

Project Nile HISTORICAL TRADING METRICS
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PRELIMINARY AND CONFIDENTIAL

Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees. agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not conumunicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at
amy time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies inmediately.

We have prepared this document and the analyses contained in it based, in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied. in relation to the accuracy or completeness of the information
contained in this document or any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect. in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers. employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers. employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, management targets, estimates, prospects or retums, if any. Any views or tenms contained herein are preliminary only, and are based on financial,
economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We undertake no obligation or responsibility to update any of the
information contained in this document. Past performance does not guarantee or predict future performance,

This document and the information contained herein do not constinite an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or related derivative, nor do
they constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading strategies, and do not constimte legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial
opinion or recommendation by us or any of our affiliates. This decument is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income fax treatment and tax structure of the proposed transaction and all materials of anv kind (including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts relevant to the U.S. federal and state incoms tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors,

This decument is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc.. Morgan Stanley Bank, N.A., Morgan Stanley & Co. Intemational ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG. Morgan Stanley MUFG Securities
Co., Ltd., Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte,, Morgan Stanley Services Limited, Morgan Stanley & Co. International ple Seoul Branch and/er Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this decument or any of the information contained herein.
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Nile Recent Trading Range

Trading Range Since January 2013
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PRELIMINARY AND CONFIDENTIAL

@ Nile Management Estimates

SMM
Actuals Forecast
2015A 2016P 2017E 2018E
Operating Assumptions
GPW 7271 772.2 826.5 884.7
Growth (%) 6.2% 7.0% 7.1%
NPW 607.4 646.4 6915 739.9
NPE 585.8 614.4 657.3 703.3
Loss Ratio 78.1% 76.2% 75.9% 75.5%
Expense Ratio 19.8% 20.1% 20.2% 20.2%
Combined Ratio 97.9% 96.4% 96.1% 95.7%
Net Income 208 41.0 455 51.6
Growth (%) 96.9% 10.7% 13.6%
Earnings per Share " $1.56 52.06 $2.27 $2.56
Book Value 3589 388.8 4222 461.0
Book Value per Share 'V $18.03 $19.50 $21.07 $22.89
ROAE 5.8% 11.0% 11.2% 11.7%

Soamce  Milke Management Esbrmates

Morgan Stanley T Rome byt shrs st o 154021k b o Mo 3
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Projectiile s e e 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

Increased Growth — Overall Y-o-Y GPW growth {in aggregate across all divisions) of ~8% in 2017 and ~10% in 2018 (up from ~7%
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
Bulk Loss Gap ~ Loss ratio per Nile Management Estimates in 2017 and 2018 were 75.9% and 75.8%, respectively; bulk
loss improvement to 74.9% in 2017 and 74.8% in 2018

Expense * Expense ratio improvement with scale

Efficiency — Expense ratio improvement to 19.7% from 20.2% in 2017 and 2018

* Increased retention and/or 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%

Reinsurance

[*1

M&A Opportunity

« New clients or new products that generate top-line growth (forward impact not quantified)

New Clients / — National Accounts upside from the potential addition of 1 or more larger clients

Now Products = Nile has typically introduced 1 to 2 new products per year, generating an increase in revenue, which has not

been reflected in the Nile Management Estimates

Morgan Stanley Serc N Mo it Syl Gt s s of st o s

Notes
1. Inchudes Truck and Emaronmental, Passenger Trarsponation, Vankner, National Accounts, Speciaity Transportation, and Hawail and Alaska
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PRELIMINARY AND CONFIDENTIAL

Frojectile .
© Potential Synergies

Description

Elimination of public company costs
ALt EANE — Audit fees, stock compensation expenses, Director fees, and public reporting fees totaled $3.2MM in 2015
Company Expenses ' " ' :

— Estimated savings of ~$2MM by virtue of the transaction

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 (excluding 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 $1.2Bn investment portfolio

Reduce assigned risk underwriting losses through the use of Amazon non-admitted licenses
= ~$8MM loss in 2015 (assumed range of 0% to 50% realization of benefits)

Assigned Risk

ES Elimination of DTL associated with Amazon

Considerations — DTL of $63MM (as of 12/31/2015) that would no longer be required to be maintained

[*] [*]

Sowrce  Nie Management Estimates and Specal Commities proposed areas. of polental synergpes
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PRELIMINARY AND CONFIDENTIAL

Nile Value Buildup

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

% Per Share

Selected Per Share Valuation Ranges

€ Dividend Discount Model Analysis

Nile Management Estimates " 27.80 32.87

© Areas of Additional Value
A Increased Growth 0.39 0.39
B Bulk Loss Gap 1.86 1.86
c Expense Efficiency 0.83 0.83
D Reinsurance 0.48 0.48
Subtotal (excl. [*] @ 31.58 36.65
E' Project 1*1 @ 1.80 1.80
Subtotal (incl. [*] ) 33.38 38.45

© Potential synergies ©
A Direct Public Company Expenses 0.50 0.75
B Other G&A Expenses 0.50 1.25
c Investment Income 0.50 0.75
D 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 45.86
Source  Nile M E Spacial & d areas of value items and potential synergies, and Capital 10

Nates
1, Sedected range e based on the cost of equity of 7.7% o 6 7% and terminal PV of 1,37 o 1.60%
2. Compounding efiectal $0.22 /sh.of valus inchuded in the sublotal
N
Morgan Stanley b Fotenkal ‘ att d 30% marginal tax rate) and capitalized at 10x 6

uwmsﬁmﬂiw

-
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PRELIMINARY AND CONFIDENTIAL

Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers. employees, agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not communicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at
any time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.

We have prepared this document and the analyses contained in it based, in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied. in relation to the accuracy or completeness of the information
contained in this document or any oral information provided in connection herewith, or any data it generates and accept no responsibility. obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers, employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, management tarpets, estimates, prospects or retums, if any, Any views or terms contained herein are preliminary only, and are based on financial,
economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We undertake no obligation or responsibility to update any of the
information contained in this document. Past performance does not guarantee or predict future performance,

This document and the information contained herein do not constitute an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or related derivative, nor do
they constitute an offer or commitment to lend, syndicate or arrange a financing. underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading strategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial
opinion or recommendation by us or any of our affiliates. This document is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind {including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts nelevant to the U.S. federal and state income tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates. agents or advisors,

This document is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc.. Morgan Stanley Bank, N.A., Morgan Stanley & Co. International ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities
Co., Ltd., Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte., Morgan Stanley Services Limited, Morgan Stanley & Co. Intémational ple Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this document or any of the information contained herein.
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PRELIMINARY AND CONFIDENTIAL

Nile Implied Valuation

Based on Nile Management Case

Regression Implied Prices
Acquisition at Year End

2016E 2017E 2018E
ROAE'" (%) 1.0 1.2 17
Regression Implied P/BV @ 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%
Py sl
Acquisition Price 334.76 .$37.98
A PV of Acquisition Price (at 6/30/16) ¥ $31.27 $31.84
Agagregate Dividends per Share since 6/30/16 /%! 0.88 1.52
B PV of Dividends (at 6/30/16) 0.83 1.38
A B Total PV Per Share (at 6/30/16) f§32.10 f:sas.zi' N
Source  Nile Management Estimates and Capital IO (B2772016]
m“hﬂaw Estimates.
z anabyss ane gy ORI, AFSI, NGHC, SIGI, 08, UFCS, STRC, EMCI and DGICA; AFSI, NGHC and SIGH utilize
ZUI&E R%EIEFEOWEMMWHSUMMR hewrver, all other companies ulilize 2017E for 201BE in the regressien analyss given the lack of
Morgan Stanley 5 B s n e gt Estras 2
back ko &V2016; assumes a discount rate of 7.7%;

Descounted
Per Mile Management Esbmabes, assumes: quariery payout. dridends ane discountied on a quarterty basis

e




PRELIMINARY AND CONFIDENTIAL

Review of Amazon’s Prior & Current Offers for Nile

Prior Offer: 2/5/2014 Current Offer: 372016
1-Day Unaffected  Original  Revised 1-Day Unaffected  Original  Revised
Metric $22.17 $28.00 $30.00 Metric $22.61 $30.00 §30.75
PIBV
P/BV (most recent quarter) ! $17.63 1.26x  1.59x  1.70x $18.46 122x  163x 167
P/BV (ex. Fixed Maturity AQOCI) @ $16.84 1.32x  166x  1.78x $17.81 127« 168x  173x
PIE
Prior Year Net Income from
0.67 331
Operations, per share, diluted 3 5 X 41.8x 44.8x $1.18 19.5x 25.9x% 268.5x
1-Year Forward P/E ¥
5y () o]
Management EPS / ROE $2.30 / 13.2% 9.6x 12.2¢ 13.0x | $2.08 / 11.0% 11.0x 14.6x 14.9x
(] m m
Street Consensus EPS / ROE 3164 / B9% 13.5x 17.14x 18.3x $1.58 / 87% 14 4x 18.0x 18.5x

Source  Mile Management Estimates, Compsny filings, Castal 10 (6272016)

Hotes

2014 offer ulilized BY a5 of OF'13; current offer utilioes BY as of 0116

BV ex-ADCH used, as BV excuding unrealized gains on fized maturiies unavailabla for Nile in 2016 Q1

Price Yaar for the 2014 offer was based on 2013 earmings. current offer based on 2015 samings

1-Yeat Forward EPS esbrates for 2014 offer epresent edimates for 2014E; 2016E estimales used for the curment offer

Froen Amazon SC TO-TIA, fed on 22172014

Por Nile Management Estmades:

Per Wall Street Estimates 3

ST e
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PRELIMINARY AND CONFIDENTIAL

Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees. agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not commmmicate, reproduce, distribute or disclose it to any other person, or reffer to it publicly, in whole or in part at
any time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies inmediately.

We have prepared this document and the analyses contained in it based. in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied. in relation to the accuracy or completeness of the information
contained in this decwmment or any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers. employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or

reasonabl of future projections, management tarpets, estimates, prospects or retums. if any. Any views or terms contained herein are preliminary only, and are based on financial,
economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We undertake no obligation or responsibility to update any of the
information contained in this document. Past performance does not guarantee or predict future performance.

This decument and the information contained herein do not constinite an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or related derivative, nor do
they constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor o in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading strategies, and do not constimte legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial
opinion or recommendation by us or any of our affiliates. This decument is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees. representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts relevant to the U.S. federal and state incoms tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors,

This decument is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc., Morgan Stanley Bank, N.A.. Morgan Stanley & Co. Intemational ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities
Co.. Ltd., Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte,, Morgan Stanley Services Limited, Morgan Stanley & Co. International ple Seoul Branch and/er Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this decument or any of the information contained herein.

Morgan Stanley @ o ey o cosainof s allsen, Al g oo 4
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Exhibit (c)(6)

PRELIMINARY AND CONFIDENTIAL

Project Nile

Discussion Materials

8 July 2016

Morgan Stanley




PRELIMINARY AND CONFIDENTIAL

Nile Valuation Matrix

Original Revised Cuneni‘,
Offer Offer Offer,  ______ " M&A[ Squeeze",
$30.00 530.75 $32.00 0 $32.50 . $33.00.  $33.50 Out Precedents. |

Reference Metric

!
L
Market Multiples : ' : i
Total Equity Value ($MM) ™" Total Shares 19.9 MM 508.8 613.9 639.0 | 6491 1 6591} 669.2 | .
P/ BY (3/31/2016) BVPS $18.46 1.63x 1.67x 173 | 176x 1 179x) 1.81x 14x-1.8x |
2016 P/ E - Street Estimates EPS $156 | 19.3 19.8x 06x! 208 | 212! 215 13.0x - 17.04%
2016 P / E - Nile 2016 Plan EPS §206 | 14.6x 14.9x 155x | 15.8x 16.0x § 16.3x 13.0x - 17.0:“’;
Premium Analysis i :' E i E .
Pre-Offer ™ Stock Price $22 61 +33% +36% +42% | +44% . +46% +48% 15% - 35%
3-Mo vwvap # Stock Price $24.97 ‘ +20% *23% +28% i +30% . *32% +34% 15% - 35%
52-Week High Stock Price $2898 | +4% +60% 0% | 129 b a4t +16% o
Cument ® Stock Price $30.12 | (0%) +2% +6% +8% +10% +11%
Bump Analysis E i ,: E
% Increase From Original Offer Stock Price $30.00 _ 0.0% 2.5% 6.7% i 8.3% i 10.0% , 11.7% - I
Incremental $ for Amazon from Original Offer  Original Offer 2928 | $0.0 §7.4 $198,  $248 | $207  $347 .‘ o
Sowrce  SML Financial, Capital 102, Mile Manag E Stroat and Company Fiings
Notes

1. MWMMMMW_N 19.50M s provided by MNile Management

Morgan Stanley 3 gt G G 1 .

PE multiples




PRELIMINARY AND CONFIDENTIAL

Nile Regression-Implied Stock Price

P/ BV vs. 2016E ROAE Regression Analysis ("

2.00
R*=0.80
L
1.50
& wiecr
Nile Management Implied PIBV: 1.33x
_ Implied Stock Price: §25.92
3
g Street Implied P/BV: 1.20x
g Implied Stock Price: §22.92 @ .;;ﬁ.;m'. fnplind 4
&HEMC
1.00 s auo N EONEGAL
Street Estimales Plile banagem
0.50 .
0.0 5.0 8.5%4 100 11.0%® 15.0 20,0

2016E ROAE (%)
Sowce SN Financial (1/6/16). Wall Streed research, Street Estimates, and Nile Management Estimates
Notes

EWINB not induded in regressson arahyss due bo kack of xvailable Strest Extinmates; RLI i nol included in regressson due 1o its high FEY muliple
Based on 2016 Plan BVPS of $19.51, per Nie Management Case

:
Morgan Stanley o 3
5

. Nile 2016 Plan




PRELIMINARY AND CONFIDENTIAL

Trading Range Since January 2014
Pricing ("
Pre-Offer @ $2261
$ 3-Mo. VWAP $24.97
o 52-Week High™ $28.95
Mar-16-2014
Feb-18-2014 Amazon terminates the .
Amazon raises its offer | | tender offer due to LS. Apr-15-2015 “
3250 to $30.00, representing District Court granting 52-week high
its “Best and Final Price” | | an injunction of§28.06@ }
Original Offer
£30.00
B0 e e e e e e e e e — —
June-24-2016
27 .50 I Day after
[ Braxit vote
Mar-17-2014
S The day after termination of the
tender offer, Nile stock falls from
$30.10 to $26.99, representing a
(10.3%) one-day drop
2250 Mar-7-2016
Feb-5-2014 Amazon announces initial Feb-20.2016
Amazon announces offer proposal (Original Offer™) to 53-wesk low
to acquire outstanding acquire outstanding shares of of $22.26 %
shares of Nile for $28.00 Nile for $30.00
20.00
Jan-14 May-14 Sep-14 Jan-15 May-15 Sep-15 Jan-16 May-16

Mile Stock Price
Sowee  SNL Financial (TH/16)

Hotes

1 Wﬂmmwawvageprmhhrmnmmmmmuepmmmalm‘s&wﬂls[_‘1r-u16]

z Clossing price: of Ml on the irading dary (YA/16) piof 15 ahnouncement of Amazon's Onginal Offer on ATHE 4
3. Calculated from the trading day pror 1o the anncuncoment of Armazon's Onginal Offer (34M16)

Morgan Stanley




National Interstate Corporation SC13E-3

Exhibit (c)(7)
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

DRAFT
PRELIMINARY AND CONFIDENTIAL

Project Nile

Financial Update

18 July 2016

Morgan Stanley




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

DRAFT
PRELIMINARY AND CONFIDENTIAL

May YTD Results vs. 2016 Business Plan

2016E Plan EPS by Quarter 2016 Q2: QTD Financial Review (Actual vs. Plan) YTD Financial Review (Actual vs. Plan)
Plan Actual Has St -

e 047 $0.34 0::“!’0 Q:;I'II Variance o Rm:" Ilu:i‘:'lil Il'ym:'llﬂ Variance 1o m::n

2016 $0.51 %051 Atual Plan Plan  Achieve Plan®™ Actual Plan Plan  Achieve Flan®™

3016 063 053 Premiums Premiums

P 055 $0.55 GPW 1199 124.4 14.5) 701 GPW b T e T 40 4875

2016 $2.06 $1.93 NP 103.2 1091 15.5) 493 NeW 72 214 8z 4132
WPE w03 113 07 503 NPE 87 48 39) 5T

Source  Nie 2016 Flan Total Expenses ® 973 968 08 55 Total Expenses ™ 68 2414 (5.4) 3535
Nt Invesiment incomss: L] LE] 01 34 Het lnvestment Income: 174 173 0.1y 240
Mot Raaiized Gains (Losset) a7 0s 22 (18] Mot Reakred Gains (Losses) 15 14 [l 17
Net income ™ a4 L 16 18 Met Income 142 16.1 19 %9
T Y e T Y S E)
Underwriting Meirics Underwriting Metrics
AY COR 06.3% D6.3% 0.1% 96.6% AY COR 97.5% 96.8% {0.7%) 95.7%
Losses & LAE Ratia 753% 76.0% 0% TEO%  Loeses & LAE Ratio T65% 76.1% (0A4%) 765.0%
Expense Raso 0% 204% {0.6%) 18.6% Exporse Ratio 210% 07% 10.3%) 19.7%
CY COR 96.3% 96.3% 0.4% #%6%  Cycor 97.5% 96.8% {0.7%) 95.7%
Losses & LAE Raio 75.3% T6.0% 0.7M% TE0% Lemses & LAF Ratio T6.5% 1% (0.4%) TE0%
Expanse Rl 21.0% 4% 0.5%) 186%  Expense Rato 211% 07% (0:3%) 197%

Soawce  Nike public flings and Nie 2016 Plan propared by Hile management

Notes
1. Combsined results from June 1o Decermber 2016 necessary for Nia 1o achieve onginal 2016 Plan based on May 2016 YTD Actual resuits

2 Tolal Expenses for Nie May YTD Actual exclude fransadion mpenses associabed with Amazon's offer
3 Muhmwdiizsnummmmmwmmw-mm|mmmwmamml Iranamdon
with Amazon's

Morgan Stanley 4. 016 aca sl b on ek ncepor shore i) ,




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
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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
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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

DRAFT
PRELIMINARY AND CONFIDENTIAL

Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not communicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at
any time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.

We have prepared this document and the analyses contained in it based, in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources, Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied. in relation to the accuracy or completeness of the information
contained in this document or any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers, employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, management targets, estimates, prospects or retumns, if any. Any views or terms contained herein are preliminary only, and are based on financial,
economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We undenake no obligation or responsibility to update any of the
information contained in this document. Past performance does not guarantee or predict future performance,

This decument and the information contained herein do not constinite an offer to sell or the solicitation of an offer to buy any security, commeodity or instrument or related derivative, nor do
they constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading sirategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and fax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial
opinion or recommendation by us or any of our affiliates. This document is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees. representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts nelevant to the U.S. federal and state income tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors,

This doecument is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding. Inc.. Morgan Stanley Bank, N.A., Morgan Stanley & Co. Intemational ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG. Morgan Stanley MUFG Securities
Co., Ltd., Mitsubishi UFY Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte., Morgan Stanley Serviees Limited, Morgan Stanley & Co. Intermnational ple Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this document or any of the information contained herein.

Morgan Stanley © g Sy v ot s, A bt resrvod. 5
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Exhibit (c)(8)
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

PRELIMINARY AND CONFIDENTIAL

Project Nile

Discussion Materials

20 July 2016

Morgan Stanley




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

PRELIMINARY AND CONFIDENTIAL

May YTD Results vs. 2016 Business Plan

2016E Plan EPS by Quarter 2016 Q2: QTD Financial Review (Actual vs. Plan) YTD Financial Review (Actual vs. Plan)
Plan Actual W L Ao i Py -

o S047E $0.34A az" :um a;‘ ;m Variance Lo Rm‘:’ m:ma u-ym:w Variance to m;?m

fioil:] §0.51E $0.51E Actual Plan PMan Achiéve Plan™ Actual Plan Plan Achiave Plan™

3016 S050E  $053E st &

401 S0.55E $0.55E GPFW 1198 1244 4.5 To.1 GPW 246 i 40 4875

2016 $2.06E  $1.93E il 1032 1091 1539 93 Wew m2 2414 82 1132
NPE X 286 07 503 WPE 2487 2448 35) W57

Source: N 2016 Flan Total Expenses ™ 573 268 06 255  Total Exponses™ 26,8 M4 (54) 3835
Mat Invasimant Incoma 70 1] 0.1 34 Mt Imvestmeant Income 174 173 {0.1) 240
Mat Realized Gains (Losses) T o5 22 [LE:] Mot Realzed Gains (Losses) 16 14 0.2 17
Nat Income ™ 04 3] 16 18 Het Income 142 161 149 69
I Y W i T Y B
Underwriting Merics Underwriting Metrics
AY COR 86.3% B6.3% 0.1% 96.6% AYCOR 97.5% 96.8% 0. 7%) 95.7%
Losses & LAE Ratio 5% T60% o TE0% Losses & LAE Ratie T6.5% T6.1% (04%) T6.0%
Exponss Rato 10% 204% {0.6%) 186%  Eyponse Rasio 210% 07% (D3%) 19.7%
¥ COR 06.3% 6% 0.1% 06.6% oY COR a7 5% 96.8% {0.7%) 95.7%
Losses & LAE Rat 75.3% TE0% oM TE0% Losses & LAF Rato T6.5% 76.1% (0.4%) T6.0%
Expernse Rao 21.0% Md% {0.6%) 16.6% Experse Rato M % 2.7% (0:3%) 197%

Soarce  Mike publbc flings and Nile 2016 Plan peepared by Nile management

Hotes

1. Combsined resulis from June io Decernber 2016 necessary for Nike 1o achieve original 2016 Plan based on May 2016 YTD Actual results

2. Total Experses for Nike May YTD Actual excluds i 3 il offer

3 Num:ﬂdiF;Shlﬂ.hhy:dM;ymﬂuﬂmmw-mm|mmmwmgm}_ ransaction
with Ammazon’s

Morgan Stanley 4. 1 i ous b o et incomepor shor () ,




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
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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
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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

PRELIMINARY AND CONFIDENTIAL

Nile Significant Institutional Investors

A B Cc D E F G

Top 10 Current Active Investors i
Multiple of Average Daily Volume'®

% of Float 1-Month 3-Month 1-Year
Shares Held =% of Float (ex. Amazon & Daily Avg. Daily Avg. Daily Avg.
Institutional Investor (000s) % of TS0 (ex. Amazon) Insiders) (x) (x) (x)
T. Rowe Price Associates 1,334 67 13.7 18.0 30.8 53.1 46.6
Fidelity Management & Research 918 46 9.5 12.4 21.2 3.6 321
Gabelli Funds 820" 41 8.4 1.1 189 327 287
Carlson Capital 400 20 4.1 54 9.2 15.9 14.0
Highbridge Capital Management 300 15 3.1 44 6.9 1.9 10.5
Lengfellow Investment Management Co. 298 15 3.1 4,0 6.9 119 104
Fortress Investment Group 288 14 3.0 39 6.6 115 10.14
Glenmede Investment Management 216 11 2.2 29 5.0 8.6 7.5
Meuberger Barman 165 08 1.7 22 38 6.6 58
Delaware Investments 105 05 11 14 24 4.2 3.7
Top 10 Inst'l Shareholder Ownership 4,845 24.3% 49.8% 65.5%
Source  Thomson Cwnership, Capital 10
Morgan Stanley S of 2016 ko indx s, rker-cacos, e company managamen 5

1
2. Awerage daily rading volumes based on Bme periads as of THSME; avg. dasly volume trading for 1-mo., 3-mo. And 1-y7. were the Sollowing: 43,301, 25,114 and 28 601
3, Based on chalogue with imesions




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

PRELIMINARY AND CONFIDENTIAL

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/BV)

P/ BV vs, 2016E ROAE Regression Analysis (1)

PBY (x)

2.00
RE=0.76

Nile Management Implied PIBV: 1.38x
Implied Stock Price: $26.83 @

Street Implied P/BV: 1.25x
Implied Stock Price: $23.87

o STATE B!

- ONEGAL

Mile Management Case

0.50
i] 5 8. 796 10 11,099 15 20
2016E ROAE (%)

Source  SNL Financal (7/1516), Wil Street ressarch, Streat Estimates, and Nils Management Esmates

Hates
1. BWING not includid in regresson anahysis du ko lack of availlable Street Estimates; RLI is nol inchuded in regressaon due io its high PV muliple
2. Based on 2016 Plan BVPS of $19.51, per Nie Management Case

Morgan Stanley 3 o 20ICE BVPS o 3131, por ool Etres 6

5. Nile 2016 Plan




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

PRELIMINARY AND CONFIDENTIAL

Valuation Matrix

(  Original Revised Current:

: Offer Offer Offer! M&A | Sgueeze
Reference Metric | §30.00  $30.75  $3200: 53226 53250  $3275  $3300 | Out Precedents
Market Multiples :
Tolal Equity Value ($MM) ™ Total Shares 19.9 MM ' 508 8 6139 639.0 B4d.1 5491 654.1 6591
P/ BV (3131/2016) BVPS $1846 | 1.63x 1.67x 17361 175 1.76x 177x 170x | 1.4x - 1.8x
2016 P | E - Street Estimates EPS 158 | 19.0x 19 5x 030 205 20.6x% 20.8¢ 0% ! 130 - 17 05"
2016 P 1 E - Nile 2016 Plan EPS $206 | 14,6 14.9x 15561 157x 15.8x 15,9 10 | 130170
Premium Analysis | :
Pre-Offer ™! Stock Price 52261 | +33% +36% 2% 4% +4d% +45% 6% | 15% - 35%
Mo VWAP @ Stock Price $24.97 +20% +23% 2% 429% +30% +31% +32% 15% - 35%
52.Week High ™ Stock Price $28 98 +4% +6% +10% +11% +12% #13% 4% |
Current ™ Stock Price $30.71 : (2%) % +4% +5% +5% +T% % |
Bump Analysis i ‘
% Incraase From Original Offer Stock Price $30.00 , 0.0% 25% 6.7% 7.5% 8.3% 9.2% 10.0%
Incremental § for Amazon from Original Offer ~ Oniginal Offer 52928 $0.0 $74 sw.sj $223 $248 $272 8297 E. ;
Sowce  SHL Financial, Capital 162, Nile Management Estimatos, Stroot and Company Fiings

Hotes:
1. Assumes fully dilvied shares outstanding of 19.5MM a3 pravidad by ik Managemant

Morgan Stanley e mmesmant o s i Prupeslcn S ,
4. Reprasents NTM

PE multiples




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

PRELIMINARY AND CONFIDENTIAL

Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not commumicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at
any time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.

We have prepared this document and the analyses contained in it based. in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources, Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied. in relation to the accuracy or completeness of the information
contained in this document or any oral information provided in connection herewith. or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers, employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections, management targets, estimates, prospects or retums, if any. Any views or tenns contained herein are preliminary only, and are based on financial,
economic, market and other conditions prevailing as of the date of this document and are therefore subject to change. We undenake no obligation or responsibility to update any of the
information contained in this document. Past performance does not guarantee or predict future performance,

This decument and the information contained herein do not constinute an offer to sell or the solicitation of an offer to buy any security, commeodity or instrument or related derivative, nor do
they constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading sirategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and fax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial
opinion or recommendation by us or any of our affiliates. This document is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees. representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts relevant to the U.S. federal and state income tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors,

This doecument is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding. Inc.. Morgan Stanley Bank, N.A., Morgan Stanley & Co. Intemational ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG. Morgan Stanley MUFG Securities
Co., Ltd., Mitsubishi UFY Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte., Morgan Stanley Serviees Limited, Morgan Stanley & Co. Intemnational ple Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this document or any of the information contained herein.

Morgan Stanley © g Sy v ot s, A bt resrvod. 8
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Section 1

Summary of the Transaction
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Transaction Summary

Key Financial Terms

Acquisition of all outstanding commeon shares in Mational Interstate Corporation (*"NATL" or “National Interstate”) not

Trahsaction currently owned by Great American Insurance Company (‘GAIC")
* GAIC currently owns approximately 51% of outstanding common shares of National Interstate
Acquirer + GAIC, a wholly-owned subsidiary of American Financial Group (“AFG”")
e $32.50 per National Interstate 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
Deal Value » ~$650MM transaction equity value "
— Total consideration of ~$318MM ¥
* 44% premium to National Interstate closing price of $22.61 on 3/4/2016 ¥
+ 1.76x National Interstate BVPS™ of $18.46 ™ as of 3/31/2016
Financing s No external financing required
Dividends + [Regular quarterly dividends to be paid consistent with normal course until last record date prior to closing date]
s Approval of the Board of Directors of National Interstate following Special Committee recommendation
szl * Non-waiveable closing condition requiring approval of at least a majority of the outstanding common shares of National
Interstate not owned by AFG or its affiliates (i.e., majority of the minority)
Termination Fee + TBD
Hotes

Morgan Stanley

1. Source: NATL management — Cash parton of consideration of $22.00 per share based on 20,034,141 fully diuted shares outstanding of NATL as of 63002015, fully diuted shares reBect the dilutive
mpact of 54,503 restricted stock units and 150,000 NATL options. (wesghted sversge exsrcss price of $24 72) through apphying the Feasury stock method, special dridend based on basic shares
outstandng of 19,925,875 as of 302016

Basad on the acquisition of approssmotely £5% of NATL common stodk nal ewned by GG

Stock prioe 2 of fhe trading day [34/16) prior 1o announcement of AFG's initial Proposal on 3772016

Boak value per share 3
Basad on basic shares cutstanding of 19,926 875 a5 of &302016

e




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 8, 2016 + Formation of the Special Committee of the Board of the Directors of National Interstate (“Special Committee”) to
f consider the Initial Proposal
June 2. 2016 +Morgan Stanley and Willkie Farr & Gallagher (“"WFG") met with representatives of AFG to discuss and, at the
y direction of the Special Committee, communicated the verbal rejection of the Initial Proposal

June 24, 2016 + AFG submitted a revised proposal to acquire the public shares of National Interstate not held by AFG for
Proposal #2 $30.75 per share

* Morgan Stanley and WFG discussed with representatives of AFG the deliberations of the Special Committee in
June 29, 2016 regard to Proposal #2 and at the direction of the Special Committee, communicated the verbal rejection of
Proposal #2

July 6, 2016 + AFG submitted a revised proposal to acquire the public shares of National Interstate not held by AFG for
Proposal #3 $32.00 per share, which was characterized as a “best and final offer”

+Mergan Stanley and WFG discussed with representatives of AFG the deliberations of the Special Committee in
July 20, 2016 regard to Proposal #3 and at the direction of the Special Committee, communicated the ability to garner
unanimity of the Special Committee vote in favor of the fransaction at $32.50 per share

+ AFG communicated to Morgan Stanley its intention to seek approval for a revised proposal to acquire
July 21, 2016 the public shares of National Interstate not held by AFG for $32.50 per share comprised of:

Proposal #4 — $32.00 per share in cash consideration, plus

— $0.50 per share funded via cash special dividend by National Interstate, payable at closing

Morgan Stanley Bl Provosal ] Other ey Evers .




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

* National 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 ("NATL
Management Financial
Outlook™) prepared by
National 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 $18.46 1.76x

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 Valuation Range

NATL Management Estimates Midpoint of DDM $29.00 12%
Scurce  SNL Fmancial, Capital 10, NATL Management EsSrates. NATL Streel Estirmabes, and Company Filings
Pﬁm NATL of consi of $32 00 per share based on 20,04, 141 Ly diluled shares cutstancing of NATL as of G70/2016; fully dilufed shares, reflect

malmmu&amrmmmn 130 000 MATL options (wesghted average exerciss price of $24.22) through apglying the reasury stock mathod; special dividand
based on baskc shares cutstanding of 19 925,875 as of 602016 ™

2 Eluchprmnafluh-:hngch-;[I#16]pwhmdﬁﬂsmﬁm.immﬁﬁ
3. VWAF represents volume-wesghled average prices for the 3 months prior o the announcement of AFG's Initial Proposal (3M4516)
4. Caloulated from the trading dary price to the announcement of AFG's Initial Proposal (34/16) 5
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Valuation Analysis
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VALUATION ANALYSIS

Valuation Summary

€' 11 Standalone Dividend Discount Model

! :2?.13
I

Selected Metric Range
Reference
Metric Low High Valuation Range per National Interstate Share ($)
L Trading / Standalone Valuation Pre Offer 3 Month AFG Final Proposal
Price:  VWAP: {Proposal #4):
A Recent Trading Range (52-Week) - Prior to Initial 2261 $2497 $32.50
Proposal (3/4/2016) 2226 _ 2698 :
B Trading Comparables I I 1
1
P/ BV {331/2015) $18.46 1.00% 1.45x 18.46 * .77 I
NATL Street Estimates: N !
ssion Implied P/ BV vs. 2016E ROAE (8.7%) $18.46 1.15x 1.35% I
Regression Impiicd 2123 R 21 92 :
2016P/E $158 120x 16.0x 16.00 Y 25 20 :
2017 P/E $1.65 12.0x 15.0% 10.80 —I 24.75 1
I ]
Tl riEIge, fr1 I 1 i
B y I 1 1
Regression Impled P/ BV vs. 2016P ROAE (11.0%) $18.46 1.25x 1.50x 2307 1 9769 1
2016P /€ $206 1206 160 | 24 70} ) 3204
2017 PFE $227 12.0x 15.0% : 33.98
]
]

NATL Management Estimates:
LI, MEA Valuation

B Minority Squesze-Out Premiums Paid ©
Premium to Pre-Offer Price / 52 Week High ($28.98)
Premium to 3-Mo. VWAP / 52 Week High ($28.98)

E Recent M&A Transactions
P/ BV Mulliples (2/31/2016)
2016 P f E (NATL Street Estimales)
2016 P / E (NATL Management Estimates)

Morgan Stanley

Discount Rate: 6.6 - 8 8%: Terminal Mutiple: 1.2x - 1.6x"

2018E ROAE: 11.7%

1 20.00
25.00 R 33.00

I
I
I
I
I I ]
1 I 1
I I 1
$2261 15% 5% Vo) 28.98 :
. | b s 1 305p
$24.97 15% 35% I I w728 ] 3371
] ] T
I ] ]
I I
$18.46 140 180x V2o ns Y 25
$1.58 13.0x 17 0x 2048 “ 2678 :
$2.06 130k 17.0x b dare SRS - 00
12.00 1600 2000 2400 2800 3200 3600 4000
Implied Pfﬁ\’jaso‘fmimiﬁl- 0.87x 1.08x% 1.30x 1.52% 1.73x 1.95x% 217Tx
Imphied P/ E (2016F) 7.8x 97x 17x 136x 15 5x 17 5 19.4x
Source SNL Financial, Capital 10 (T2M16), MATL M wnt E MATL Strect Esti , Wadl Streat reseasch, and Company Filings
Nodes.

1, Tormnal muttiphs basid on regrission imghed PBY +s ROAE Con the line®)
2 Range is selected based on a range of premums of the final offer price to the pre-cffer and 3 morth trading price




VALUATION ANALYSIS

NATL Management Estimates Relative to NATL Street

Estimates
GPW
ShM
5% T.0% Ti%
1,000 EE% A% == pos BBS
o7 760 772 797
750 2
500
250
NA
20154, 2016E | 2016P 2017E 2018E
Bl Actual MNATL Street Estimates [l NATL Management Estimates
Year-Over-Year Growth
EPS
$
130%
3.00 e 102% 356
27
sow 206 a2
2.00 = 158 165
1.05
1.00
0.00 ——
20154 2016E / 2016P 2017E 2018E
Bl Actual MATL Street Estimates Tl NATL Management Estimates
Year-Crver-Year Growth

Morgan Stanley

Sowce NATL it

. NATL Street Esti

=

AY Combined Ratios
%
120
9 og 9% o6 96
&0 m mm 20
40 78 e T8 Tm 76 6
IN/A
O o om0 0 BN Teciy 000 ERNSSESeURRTR 0 esinEt
20154 NATL NATL HATL  NATL NATL  HATL
Streat Mgt Steat Mgt Stroot Mgt
2MEE [ 2016P HITE 20M8E
B Actual | Loss Ratio B Expense Ratio
BVPS e
Strowt e BE% NA
5% i e et
$ ""’:: A% 1% T
30.00
2289
2011 21.07
2000 | 18.03 19.10 19.50
10.00
N/A
T EE—
20154 2016E / 2016P 21TE 2018E
Bl Actual MATL Street Estimates [l NATL Management Estimates

, and Comparny Filings.




AFG terminates the
tender offer due to LS.
District Court granting

VALUATION ANALYSIS

A NATL Recent Trading Range

Trading Range Since January 2014

Pricing

Pre-Offer ™ $22.61
3-Mo. VIvAPRE $24.97
52-Week High™ $28 98

Apr-15-2015

______ S2-week high
of $26.98 &5

$
35.00
Feb-18-2014
AFG raises its offer to
1250 —- $30.00, representing its |
) “Best and Final Price”
30,00
27.50
25,00
22.50 Feb-5.2014
AFG announces offer
to acquire outstanding
shares of NATL for
$28.00
20.00
Jan-14 Jun-14

NATL Stock Price

Morgan Stanley

June-24-2016
Day after

Brexit vote

—
Feb-29-2016

52-week low

of $22.26 9

Mov-14 Apr-15 Sep-15 Feb-16

Sowrce  SNL Financial (Tr22116)

Hotes
1. Closing price of NATL on the rading day (3'4/15) pror io announcernent of AFG's Initial Proposal on 3716
2. VINAP represents volume-wisghied average phces lof the 3 months pror fo the announcement of AFG's Inifial Proposal (34/16)

3. Calculabed from the trading day prior o the anncuncement of AFG's Inisal Propasal (J4/16)

WG Initial
Proposad $30.00

Jul16




Morgan Stanley

VALUATION ANALYSIS

B Public Comparable Companies

National Interstate Public Comparables

As of Tr222016
Market Cap 2016 PIE 2017 PIE PIBY 2016E ROE 2017E ROE
(SMM) (x} 1x) (%} (%) (%)
National Interstate Corporation "
MATL at AFG Purchase Price ) 651 15.8 14.3 1.76 11.0 1.2
Pre-Offer 452 11.0 10.0 125 11.0 112
Pre-Offer 3-Mo VWAP ! 499 12.1 11.0 1.38 11.0 1.2
Peers
Old Republic International Corporation 5172 152 14.4 1.26 9.0 NA
AmTrust Financial Senvices, Inc. 4,204 83 74 1.72 19.2 186
RLI Corp. 3,017 299 304 345 124 1.8
Selective Insurance Group Inc. 2,287 14.8 183 1.85 106 28
National General Holdings Corp. 2,283 1.7 9.7 1.67 127 128
OneBeacon Insurance Group, Ltd. 1,345 171 200 1.32 98 58
United Fire Group, Inc 1,080 17.5 186 1.16 7.0 7.0
State Auto Financial Corp. 934 267 16.7 1.02 36 59
EMC Insurance Group Inc. 587 15.4 16.2 1.08 7.0 8.3
Denegal Group Inc. 421 11.9 124 0.99 9.2 9.1
Baldwin & Lyons Inc. 394 15.6 14.7 1.00 NA NA
Median 154 15.3 1.26 9.5 9.1
Mean 16.7 16.0 1.48 10.1 9.7
Source  SNL Financial, Capital 10 (7/22/15), NATL Management Estimates, Gompany Filings, and Wall Sireet research
Hotes
2 Sorca NATL ot - o erbo of et af $130por s s o 20054 14 by i s otmcncing o NATS 2 of 02016 ol it
e O e o o AR B e ety ek g

. Pror o announcement of AFG's Iretal Propoesal on 37006

3
4. VWAP represents volume-wesghied average prces for the 3 months prior o the announcement of AFG's Initial Proposal (34/16)




VALUATION ANALYSIS

B Implied Regression Analysis Valuation (Unaffected)

$26.80 — Based on NATL Management Estimates, Implied Standalone Value (11.0% ROE, 1.37x P/BV)
$23.89 - Based on Street Estimates, Implied Standalone Value (8.7% ROE, 1.25x P/BV)

P / BV vs. 2016E ROAE Regression Analysis (1}

2.00
R2=0.71
1.50
NATL Management Implied PIBV; 1.37x
Implied Stock Price: $26.80@
= Street Implied P/IBV: 1.25x i . _
> Implied Stock Price: $23.89 ¥ o NATL St narune
o -._Estimates in W
o -

EMC
™ STATE AUTOY
1.00 ’ A OOETAL
Streed Esbmabes.  NATL Managernent Estimates
0.50
0 5 8.7%" 10 11.0%m 15 20
2016E ROAE (%)
Soawce SN Financial (7/Z216), NATL Street Estrates, NATL Management Estimates, and Wall Sreet research
Hat
1. &mmimmmwmmhmdmmr i : Rilis nreg
M St l_ 2 Basad on NATL 2016 Plan book valus per share of $19.50, per NATL Management Estimates
3. Based on 2016E book valu per Share of $19.10, per MATL Street Estimales
organ aﬂ ey 4. NATL 2016 ROAE per NATL Street EsSimates. 11

5. NATL 2016 Plan




Sensitivity Analysis

5/ Share

Cost of Equity

Terminal Multiple
130 13 14x 15x

16x

eb%| 2480 /75 2851 3065

Tiw| 245 45 A58 3030
-

78% | 2625 2615 2826 ) 2008
SR

s3m| 2ie8 2586 2T 2962

BE% | 23T1 X257 X6 XA

Morgan Stanley

3260
nn
.87
ns

nas

VALUATION ANALYSIS

NATL Management Estimates

National Interstate Standalone Valuation

¢ Standalone Dividend Discount Model

MM
Actuals Forecast Terminal
2015A 2016P 2017E 2018E Value
Operating Assumptions
GPW 7271 ir22 8265 8847
Growih (%) G.2% 7.0% 7.1%
Combined Ratio 96.4% 96.1% 95.7%
Net Income 20.8 41.0 45,5 516
Growth (%) 96.9% 10.7% 13.6%
Book Value 580 3888 4222 461.0
Book Value Per Share @ $18.03 $19.50 $21.07 $22.80
ROAE (%) 5.8% 11.0% 11.2% 11.7%
Dividends 104 11.2 120 124
Cash Flows
Regression Implied P / BV (x) 1415
Terminal Value (12/31/2018) 650
Dividends ' 56 120 128
Discount Period (Years) Q.00 1.00 2.00 250
Discount Factor ©! 1.00 093 0.86 0.83
Present Value of Cash Flows / Temminal Valye 56 1.1 111 5383
Present Value Book Value Per Share (6/30/2016) . $27.00
Present Value Price Per Share (6/30/2016) 1528.26
Source  SNL Financial (T/22/15), NATL Management Estimates, and NATL Public Filings
Kotes
1. Basad on NATL Management Esimates
15500 2016 il TN o inrasos msha count 3017 3 2018 respichely {Sorco NATL Mogor) 0 o D USEINETg hares of
h:umacnﬂufm-d 7.8%; dividends haree been discouriled ulileang a mid-year eofrenion, lefminal value is decounted based on 2016 year end

[LE "]

shares outstanding ol 19,575 875 as of G016 {Source: NATL Management)
Aum'ssmﬁwmmmmt-mim 2018E ROAE apphed io 2015E regression)

12




VALUATION ANALYSIS

¢ Historical Trading Valuation Levels

Last Five Years

Price [ Book Value

Since 2011
x
2.00
1.75
150 by | MATLAverage: 1.49x g VY _ leF 11 | WL WU AWy LM b e
1.25
Peer Average: 1.04x
1.00 s A S A 'S ' . V. S W S S ——
0.75
0.50
Jud-11 Jan-12 Jul-12 Jan-13 Jul-13 Jan-14 Jul-14 Jan-15 Jul-15 Jan-16 Jul-16
Nile Peers!
Sowce SML Financial (T722/16)
Notes
Morgan S’Eaﬂley 1. Puers include AF &1, EMCI, NGHC, OB, RLI, SIGI, STFC, UFCS, ORI, DGICA, BWING 13




VALUATION ANALYSIS
b Select Precedent DCF Valuation Ranges
Legend Final Offer Premium / (Discount) to Select Points in the DCF Range
&——— Offer Price / DCF Low (%) AFG Offer
. Premium / (Discount) . N
%
to Midpoint Offer Premium to Midpoint
- . A I |
Offer Price / DCF Midpoint (%) If '| Il 1| [ 1
60 571 |-
!
——— Offer Price / DCF High (%) E
Offer Price to DCF Midpoint (%) i
==== {Jiter Pice Premium lo DCH Midpomt (%) "
Offes | DOM Low !
= 325012500 |
300 — 294 ;
a0 =00k !
!
Offer | DOM Miclpoing. ™™= 222 70 !
= 3250/ 2900 ——— 150 : !
| = 42.1% 128 "
[m— 171 100 ! 130
' 63
100 b sy i
—— 3 |
1
0 Offier | DOM High ! 5] {33
(15)  =3250/3300 00 (08) I
={1.5%) (19 [FE 58
TR
i (155) i)
i
(30) : 3
MATL 218 Corhry  AMfa Corporation. The Travelers  Wesen Financial  Great Amencan  CNA Surety Matonmaide MEEMIC
i Companies Financial Financial
Estimaes Rescurces Setvicas
Sowwce Capital 10, Comparry Filings, and MATL Management Estimaties
Morgan Stanley 14




VALUATION ANALYSIS

B Minority Squeeze-Out Premiums

Precedent Minority Squeeze-Out Premiums
Final Offer Premium (%) ')

3-Mo VWAP 52-Week

1-Day Prior Prior High

Insurance Mean 273 325 46

Other Industries Mean 30.0 29.8 0.9

Combined Mean 28.6 3.2 2.7
e I
| Implied Per Share Valuation :
: I
1
: NATL Metrics © $22.61 $24.97 $28.98 "
I
o N I
o | |
E 1 15% Premium $26.00 $28.72 - .

1

2 :
8 : 35% Premium $30.52 $33.71 - I
o 1

Soawce  SNL Financial, Capital 10, and Company Filings

Notes.
i l-'lndmemm«:mmmmdwwhmdﬁmIr-:depos.-I{J.w!EJ
2, Aviragn premuns aro caloulated from mencrty squies-out ransactions. in fhe insurance industry and ofher
MOrg&n Staﬂley 3 NATL Meric rapresant stock prics lrGachFlevant 2 parod) o o arexamcmrart of AP ' il ropossl on 371 15




VALUATION ANALYSIS

‘B Minority Squeeze-Out Insurance Transactions

Precedent Minority Squeeze-Out Transactions (Insurance) ("

[Fimal Offer Premium

Transaction
Date Initial Stake Size Merger or 1-Day Prior Mo, VWAP  52-Week High
Anncunced Target Acquiror %) (SMM) Consideration Tender (%) (%) %)
11172010 CNA Surety CNA Financial 61.0 475 Cash  Tender 379 50.9 M3
8/26/2010 Wesco Financial Berkshire Hathaway 801 548 Cash/Stock Merger 186 14.9 (7.5)
9/4/2009 Odyssey Re Fairfax Financial 726 1,049 Cash  Tender 204 518 19.1
6/20/2009 First Advantage First American 799 308 Stock  Tender 47.9 40.0 06
121172008 Naorthbridge Financial Fairfax Financial 63.1 554 Cash  Merger 21.0 36.5 29
3/5/2008 Mationwide Financial Services Nationwide 663 2471 Cash Merger 283 222 (20.3)
TITI2007 Alfa Corporation Alfa Mutual 527 833 Cash  Merger 44.7 31.0 103
2222007 Great American Financial Resources.  American Financial Group 810 238 Cash  Merger 132 89 06
172472007 215t Century American International Group 60.7 813 Cash Merger 346 309 20
3152002 MEEMIC ProAssurance 855 35 Cash  Tender 19.7 285 (9.3)
8/30/2000 AXA Financial AXA Group 60.3 9425 Cash/Stock  Merger 13.0 418 10.1
32772000 Hartford Life The Hartford 805 1,325 Cash  Tender 18.6 3341 (8.2)
Median 695 24.6 321 1.8
Mean 70.3 213 325 46
Source  Capital I, Company Filings
Notes
Morgan Stanley 2 rs e S e g v o it ofr arvexpcarse 16




VALUATION ANALYSIS

Precedent Minority Squeeze-Out Transactions (Other Sectors) (1)

b Minority Squeeze-Out Transactions in Other Sectors

Final Offer Fremium 2
Transaction 52-Week
Date Initial Stake Size Mergeror  1-DayPrior  3-Mo. VWAP High
Announced Target Acquirer (%) ($MM)  Consideration Tender (%) (%) (%)
572013 Pioneer Southwest Pioneer Matural Resources 524 694 Stock Merger 57.1 69.3 48.8
11/28/2012  Danfoss Power Danfoss AJS 756 690 Cash  Tender 48,6 48.9 4.3
2112010 CNX Gas CONSOL Energy 83.3 965 Cash  Tender 242 34.8 63
10/6/2006 NetRatings Nielsen Holdings 80.0 328 Cash Merger 44.0 543 35.5
3/3/2005 Siliconix Vishay Intertechnology 849 200 Stock  Tender 307 18.0 (25.1)
8/20/2002 Pure Resources Unecal 578 512 Stock Tender 207 111 (10.3)
2/19/2002 Travelocity Sabre Holdings 70.0 447 Cash  Tender 45.8 203 (27.8)
2/15/2001 Westfield America Westfield America Trust 559 598 Cash Tender 125 216 4.8
9/21/2000 Hertz Ford Motor Go. 815 734 Cash Merger 46.4 18.7 (31.4)
8/14/2000 BHC Communication News Corporation 76.1 888  Cash/Stock  Merger 16.4 104 2.4)
31272000 Boise Cascade Office Products Boise Cascade Corporation 811 205 Cash Tender 8.6 10.0 4.8
3/6/2000 Therme Instrument Systems Thermo Fisher Scientific 88.6 301 Stock  Tender 46 40.0 3.3
Median 759 274 20.9 38
Mean 723 30.0 29.8 0.9
Source  Capital 10 and Company Filings
Tm:;mmmm back 1o 2000, Equity value rnges from S200MM fo $1Bn: Inchades domestic transactions only
Morgan Staﬂley 2. Final Offor Promiums calcutatod based on time periods starting from day price to inai offer anpouncesment 17




VALUATION ANALYSIS

E Selected P&C Insurance M&A Transactions

Selected M&A Precedent Transactions

Premium to
Unaffected

Ann. Equity Value PiBV NTM P/E Price
Date Target Acquirar (SMM) x) (x) (%)
Recent P&C Insurance M&A Transactions '
AMG2016  Maxum Hartlord 170 1.50x NIA NIA
72015 Chubb ACE 28,300 1.79x 16.9% 30.0
6/10/2015 HCC Tokio Marine 7,500 1.90x% 18.8x 38.0
5(3/2015 Iranshore Fosun 2,300 1.25x% NIA NiA
6232014 Western World Validus Holdings 452 161%™ N/A NIA
Median 1.61x 17.9x 34.0x
Mean 1.61x 17.9x 34.0x
Other Insurance M&A Transactions of Similar Size and Business Focus
9/23/2013  Eastem Insurance ProAssurance Corporation 205 1.46x 14 4x 16.2
8192012  Guard Insurance Mational Indemmty Co. pra| 1.00x MIA NA
5202012 JEVCO Insurance Intact Financial 530 1.30x N/A WA
113002010 Mercer United Fire & Casualty 191 1.09x 13.7x™ NFA
2182010 Vanliner Mational Interstate 135 1.03x NIA NfA
21182010 Zenith Fairfax 1,455 1.35x% N/A 3.0
Median 1.20x 14.1x 23.6x
Mean 1.20x 14.1x 23.6x
All Transactions
Median 1.36x 165.7x 30.6
Mean 1.39x 16.0x 28.8

Source  Capital 10 and Compary Filings

Hotes

1. Based on sampling of research reports. and specific company guidance whese available
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4. Based on median 2010 EPS Street estimates
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Peer Predicted Barra Beta
As of Tr222016

NATL Cost of Equity Calculation

Summary Assumptions

WACC Calculation

Predicted Mkt Cap.

‘Company Barra Beta {$Bn)
‘Old Republic 0.20 52
AmTrust 099 43
RLI 0.74 3.0
Mational General 1,02 23
Selective 0.85 23
United Fire: 091 11
OneBeacon 075 13
State Auto 092 0.9
Average 0.87 2.6

Morgan Stanley

A pti Notes Base Low High
Market Risk Premium (MRP) Morgan Stanley estimated market nsk premium 6.0% 6.0% 6.0%
Risk Free Rate (Ry) Spot rate 10-year U.5. Treasury as of 7/22/2016 1.6% 1.6% 1.6%
Predicted Beta Average Beta of Selected Peers 087 087 087
Sensitivity Adjustment +/- 1.0% from base (1.0%) 1.0%
Cost of Equity (Ke) Calculated using the Capital Asset Pricing Model 6.8% 5.8% 7.8%

Size Premium Adjustment m{i?:gdn;minmdizmm size premium of 1.0% 1.0% 1.0%
Adjusted Cost of Equity (Kg) 7.8% 6.8% 8.8%

Source Capdal K0 (T/22/16)

SUPPORTING INFORMATION
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Disclaimer

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliates must hold this document and any oral information
provided in connection with this document in strict confidence and may not communicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at
any time except with our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.

We have prepared this document and the analyses contained in it based. in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees,
agents, affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such
assumptions or information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of
our affiliates, or our or their respective officers, employees or agents, make any representation or warranty. express or implied. in relation to the accuracy or completeness of the information
contained in this document or any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability
which may be based on this document and any errors therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers. employees or agents, make any
representation or warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or
reasonableness of future projections. management tarpets, estimates, prospects or retums, if any. Any views or terms contained herein are based on financial, economic, market and other
conditions prevailing as of the date of this document and are therefore subject to ch We undertake no obligation or responsibility to update any of the information contained in this
document. Past performance does not guarantee or predict future performance.

This doecument and the information contained herein do not constinite an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or related derivative, nor do
they constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading strategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent
third party legal, regulatory, accounting and tax advice regarding the contents of this document. This document is not a research report and was not prepared by the research department of
Maorgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees. representatives, and other agents) may disclose to any and all persons, without limitation of any
kind from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or
other tax analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure” is limited to facts relevant to the U.S. federal and state income tax treatment
of the proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors.

This decument is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley
Senior Funding, Inc., Morgan Stanley Bank. N.A.. Morgan Stanley & Co. Intemational ple, Morgan Stanley Securities Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities
Co., Ltd., Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan
Stanley Asia (Singapore) Pte,, Morgan Stanley Services Limited, Morgan Stanley & Co. Intemational ple Seoul Branch and/er Morgan Stanley Canada Limited Unless governing law permits
otherwise, you must contact an authorized Morgan Stanley entity in your jurisdiction regarding this decument or any of the information contained herein.
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