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“If you do give your Policyholders
the proper service that they have a
right to expect, you will grow and

you will prosper.”
H Mt

— H.O. Hirt
Co-founder, Erie Insurance



Organizational structure

Erie Indemnity Company (Indemnity) is a publicly held Pennsylvania business corporation
that since 1925 has been the managing attorney-in-fact for the subscribers (policyholders)
at the Erie Insurance Exchange (Exchange). The Exchange is a subscriber—owned
Pennsylvania-domiciled reciprocal insurer that writes property and casualty insurance.

Indemnity’s primary function is to perform certain services for the Exchange relating to
the sales, underwriting and issuance of policies on behalf of the Exchange. This is done
in accordance with a subscriber’s agreement (a limited power of attorney) executed by
each subscriber (policyholder), appointing Indemnity as their common attorney-in-fact to
transact business on their behalf and to manage the affairs of the Exchange.

Indemnity also operated as a property and casualty insurer through its three wholly
owned subsidiaries, Erie Insurance Company (EIC), Erie Insurance Company of New York
(ENY) and Erie Insurance Property and Casualty Company (EPO). EIC, ENY and EPC,
together with the Exchange and its wholly owned subsidiary, Flagship City Insurance
Company (Flagship), are collectively referred to as the “Property and Casualty Group.”

On December 31, 2010, Indemnity sold all of the outstanding capital stock of its three
wholly owned subsidiaries to the Exchange. Under this new structure, all property and
casualty insurance operations are now owned by the Exchange, and Indemnity continues
to function as the management company.

Erie Family Life Insurance Company (EFL) is an affiliated life insurance company that
underwrites and sells nonparticipating individual and group life insurance policies and
fixed annuities. Indemnity and the Exchange own 21.6 percent and 78.4 percent of EFL,
respectively. On November 4, 2010, Indemnity entered into a definitive agreement for the sale
of its 21.6 percent minority ownership interest in EFL to the Exchange, which is scheduled to
close by March 31, 2011. Upon the closing date, the Exchange will own 100 percent of the
life insurance operations.

Indemnity, the Exchange, and its subsidiaries and affiliates, operate collectively as the
“Erie Insurance Group” (The ERIE®).

Erie Insurance Group Organizational Chart (Effective December 31, 2010)
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Dear Shareholders:

A shared vision and supporting strategic plan are critical elements to ERIE’s success. It’s
superior execution, however, that leads to the creation of shareholder value. This is where
we excel today, and it’s an attribute we’re building on to ensure the high performance of
both the Exchange and Indemnity.

The success of Erie Indemnity Company depends on the success of the Erie Insurance
Exchange, the reciprocal insurer we manage. They have a symbiotic relationship. One
cannot stand strong without the other. Therefore, it’s important to discuss the health of the
Exchange to lend greater transparency to the business operations and financial results of
Erie Indemnity.

Working our plan

Last year, I shared our enterprise strategy with you and outlined the five goals we’re striving
toward:

1. Grow market share

2. Outperform the industry’s combined ratio

3. Improve our service delivery in a cost-effective manner
4. Improve Employee and Agent competencies

5. Maintain strong balance sheets across the enterprise

I'm pleased to tell you that we’ve made good progress toward each. I credit this to four things—
clear direction, strong leadership, a high-level of Employee competency and solid execution.

2010 financial highlights

Erie Insurance Exchange Erie Indemnity Company

Direct Written Premium Return on Equity
(Dollars in billions) :
. o,
$38  $39 340 : 17.9%
: 12.8%
7.5%
2008 2009 2010 2008 2009 2010
Statutory Combined Ratio Operating Income/Share
969 99.0 : $2.88
933 : $246
$191
2008 2009 2010 2008 2009 2010
2010 A.M. Best Ratings: 2008 2009 2010
Property & Casualty Group A+ (Superior) Book Value/Share $13.79 $15.74 | $16.24
Erie Family Life A (Excellent) Total Shareholder Return (24)% 8% 73%



The work we're doing to meet our first goal-—grow market share—is a good example. In
the midst of a slowly recovering economy, we've incrementally but steadily grown market
share in every state in which we do business. We’re doing this by instilling a mind-set of
authority and accountability into our field operations and putting leaders in place throughout
the organization who take ownership for driving results. Equally important to our success on
the front lines, we're partnering with Agents to craft agency business plans, provide target
marketing tools and improve operating efficiency. And we're introducing innovative pricing
approaches that have greater consumer appeal. In essence, we're executing at a high level on
the ideas we put forth in our strategy.

Our strategy isn't especially complex; frankly, it’s basic blocking and tackling. But we’re doing
it better, smarter and with greater urgency. And from that, we’re seeing results.

In late 2009, we introduced an agency business planning process and held our field managers
accountable for securing business plans from each of our independent agencies. With plans in
place in 2010, our ERIE agencies—in partnership with our field team—are working their plans.

To aid in the effort, ERIE is providing new tools to help Agents meet and exceed their agency
goals—including targeted analytics about their ERIE book of business. This is leading to
greater cross-sell opportunities in all three product lines—personal, commercial and life.
We're also providing data about their markets and the growth opportunities that exist there.

As we gain deeper insights into our Customers and marketplace, we continue to hone
our pricing formulas to better match price to risk. This is giving our Agents a competitive
advantage today. In the long-term, it’s strengthening the Exchange’s balance sheet, ensuring
our Customers of our sound financial position today and into the future.

We're using technology in ways we haven’t done before, particularly in our marketing efforts,
and we’re streamlining our processes and building better systems to make it easier for our
Agents to do business with us.

As a result of our combined efforts, ERIE agencies are producing new business and retaining
current ERIE Customers at a higher rate. Agents appreciate our efforts, which they’re actively
acknowledging.

In 2010, ERIE was honored to receive the Company Award of

Excellence from the Association of Professional Insurance Agents O

(PIA)—the nation’s largest organization of independent agents. With

this award, the PIA recognizes a company for its commitment to ’ 2010
independent agents and for its efforts in furthering the interests of I éfé?;g%%glo f
professional agents by creating a better business environment. We IFIFSEII.IEREEISI[{DEHM Insurance Agents
are very proud and honored to receive this prestigious recognition. AGENT

The strong commitment we show to our Agents is indicative of
the shared commitment we show toward ERIE Customers. This is
recognized by our Customers, and we’re rewarded with their loyalty.
In fact, the goodwill garnered with our Customers once again earned
ERIE the highest ranking in the J.D. Power and Associates 2010 Auto
Insurance Shopping Study*. For the third year in a row, ERIE ranks
“Highest in Customer Satisfaction with the Auto Insurance Purchase

2010

J.D. Power
and Associates

Experience” among 25 of the nation’s major auto insurers.



Solid products, competitive pricing and superior service combine to make up ERIE’s value
proposition; the hallmark, above all, is ERIE’s superior service capabilities. This was particularly
evident in early 2010 when ERIE experienced a heavier number of weather—related claims.
Our claims operation never hesitated. ERIE Employees and Agents worked together to resolve
claims quickly and efficiently to the resounding satisfaction of ERIE Customers.

As we work to strengthen our value proposition for our Customers, Agents, Employees and
Shareholders, it's imperative that we remain focused and invest in those things that propel
us forward. ERIF’s business model requires efficiency. Improving our processes to better
manage the cost of our operation is paramount to our success. Examples of this can be
found throughout the organization from the way we handle document printing and imaging
to the way we're managing our auto quote reports. It’s process improvements like these that
contributed to Indemnity’s 2010 management margin of 194 percent, up from 18.7 in 2009.

2010 financial results

Our financial results reflect our strong execution. Net income per share-diluted increased
51 percent to $2.85. Strong top-line growth, cost management and a strategic investment
approach, strengthened by a favorable investment environment, drove our 2010 results.

For three years running, ERIE’s Property & Casualty Group has delivered increases in direct
written premium, up by 4.5 percent at year-end 2010. This fueled the 4.6 percent increase in
Indemnity’s management fee revenue. By comparison, 2010 marks the first time in four years
that the property and casualty insurance industry has seen an increase in premium, which
Conning Research & Consulting estimates at 0.8 percent.

For ERIE, volume increases in both personal and commercial policies in force account for
most of our premium growth. In fact, considering the economic challenges confronting
businesses today, our commercial unit growth was especially strong. We finished the
year with a healthy all-lines customer retention rate of 90.7 percent, one of the highest
in the industry. We also realized a modest increase in average premium per policy as we
managed the competitive landscape effectively. We expect continued pricing improvements
in personal lines in 2011 with small improvements in commercial lines. Additionally, our
2010 statutory combined ratio remains under 100 at 99-3.4 points better than the industry’s
estimated combined ratio of 102.4 (Conning).

The balance sheets of both the Exchange and Indemnity continue to
be strong. A.M. Best recognized our financial strength in its analysis,

2010 s renewing the Exchange’s and the property and casualty subsidiaries’
A.M. Best \/ rating of A+ (Superior)—a rating earned by only 8 percent of all insurance
Company groups rated by A.M. Best. Erie Family Life retained its A.M. Best rating

of A (Excellent).

The Ward Group also recognized the strength of the Erie Insurance
Group’s balance sheet—as well as the consistency of our financial
results—when it again named ERIE to the Ward’s Top 50 Performing
2010 Insurance Companies out of 3,000 property/casualty insurers.
Ward
Group




Creating shareholder value

The strength of Indemnity’s balance sheet was further enhanced at the end of 2010 with the
sale of its three wholly owned property and casualty insurance subsidiaries to the Exchange.
From an enterprise view, this transaction—along with the pending sale of Indemnity’s
minority ownership interest in Erie Family Life Insurance Company to the Exchange—aligns
all insurance operations with the Exchange. It returns Indemnity to its original role as a
management company.

For Indemnity, this removes underwriting volatility from its portfolio and creates liquidity,
enabling management to better utilize capital to create value for you, our Shareholders. It also
centralizes underwriting risk and its supporting capital within the Exchange, providing greater
capital management flexibility to enhance service and product offerings.

As a result, in December, our Board of Directors extended the Company’s stock repurchase
program and approved $150 million in repurchase authority. The Board also approved a 7.3
percent increase in the regular quarterly cash dividend, taking it from $0.48 per share to $0.515
per share on each Class A share and from $72.00 to $77.25 on each Class B share. Our Board
also maintained the management fee rate at 25 percent for 2011.

Our focus on successful execution leads to profitable growth and long-term shareholder
value creation. Through our capital management approach, we strengthen shareholder value
with consistent dividend increases and share repurchases. In 2010, ERIE Shareholders saw a
73 percent increase in total shareholder return based on dividends and increased share price.

Looking ahead

Our accomplishments in 2010 were guided by our vision—achieving preeminence in execution,
service and operating results.

I believe you'll agree from what’s illustrated here that we are executing well on that vision.
There are multiple challenges and sometimes solutions aren’t readily apparent, and yes, we'll
make mistakes as we build an agile, learning organization—one that is accountable and
effective. Our results affirm that we're on the right path.

The ERIE team is demonstrating a competitive spirit in every aspect of our business. They’re
embracing accountability, and T am confident that they are focused fully on achieving our
goals. They continue to deliver for all ERIE stakeholders—Customers, Agents, Employees and
our Shareholders.

Thank you for your continued confidence in ERIE as your partner, employer, insurance

Terg oy

Terrence W. Cavanaugh
President & Chief Executive Officer

company and valued investment.

*Erie Insurance received the highest numerical score for the auto insurance shopping experience in the proprietary J.D. Power and Associates
2009-2010 Insurance Shopping Studies,"and the 2008 Insurance New Buyer Study.” 2010 Study based on 6,394 total responses, measuring
20 providers and measuring the opinions of consumers shopping for a new auto insurance policy. Proprietary study results are based on
experiences and perceptions of members surveyed in February and March 2010. Your experiences may vary. jodpower.com



F.W. Hirt Quality Agency Award Winners 2006—-2010

The F.W. Hirt Quality Agency Award is the highest honor bestowed on an ERIE agency.
It recognizes long-term profitability and growth, thorough and responsible underwriting
practices, and continuing commitment to education.

Allentown/Bethlehem Branch

2010 Cellucci-Foran Insurance Agency
2009 Peterson Insurance Services, Inc.
2008 Walton-Ebert Agency

2007 D.E. Cressman Insurance Agency
2006 Gieseler Insurance Agency

Canton Branch

2009 Vaughan-Mumaw Insurance Agency, Inc.
2008 DiSalvatore Insurance Agency

2006 Insurance Center of Akron

Charlotte Branch

2010 Enloe Insurance Agency, Inc.
2008 Abee Insurance Agency
2007 Deal Insurance Group

2006 Stanberry Insurance Agency

Columbus Branch
2008 Dwyer Family Insurance Agency
2006 Robert F. Williamson Il

Erie Branch

2010 Historic Square Agency

2009 Nesmith Insurance Agency, LLC
2008 Mantsch-Lafaro Insurance Agency
2007 Pratt Insurance Agency

2006 W. E. Swanson Agency

Harrisburg Branch

2010 S. M. Smith & Company
2009 Unruh Insurance Agency, Inc.
2008 The Hess Agency

2007 Shiner Insurance Agency
2006 Douple Agency

Illinois Branch
2008 Woodman Cison & Associates

Indianapolis Branch

2010 Nichols Insurance Agency
2009 VanVleet Insurance Agency
2007 Johnson Insurance Agency
2006 Inman Insurance Agency

Knoxville Branch
2007 Burnette & Associates

New York Branch

2010 Long Agency, Inc.

2009 Lighthouse Insurance Agency, LLC
2008 J.B. True Agency

2007 Insurance Consultants of Rochester
2006 J. James Wolfe Agency

Parkersburg Branch

2010 Assure America Corporation
2009 Garlow Insurance Agency, Inc.
2007 Paree Insurance Centers

2006 Appalachian Insurance Agency

Pittsburgh Branch

2010 William S. Eber Insurance Agency
2009 Pasquinelli Insurance Agency

2008 Walker MacCartney Insurance Services
2007 Anthony M. Zuback Sr.

2007 John Seback Agency (Murrysville)
2006 Hallman Agency (Murrysville)

Raleigh Branch

2009 Carl A. Walker Insurance Agency, Inc.
2008 Schultze Insurance Agency

2007 Bowen Insurance Agency

2006 Kornegay Insurance Services

Richmond Branch

2010 Lewis Insurance Associates

2009 Foundation Insurance Group, Inc.
2008 Downs & Associates

2007 Colony Insurance Agency

2006 Centerville Insurance Agency

Roanoke Branch

2008 Banks Insurance Agency

2007 Castle-Rock Insurance Agency
2006 Huffman Insurance Agency

Silver Spring Branch

2010 Olde Towne Insurance Agency, Inc.
2009 Insurance First, Inc.

2008 Lindquist Insurance Associates
2007 Joseph W. McCartin Insurance
2006 Boizelle Insurance Partnership

Wisconsin Branch

2009 TLLA Insurance Agency, LLC
2008 Wayne Syring Insurance
2006 Sparks Insurance



Financial Highlights

(dollars in millions, except share data) 2010 2009 2008
Operating data
Premiums earned S 3,987 S 3,869 S 3,834
Net investment income 433 433 438
Realized gains (losses) on investments 307 286 (1,597)
Equity in earnings (losses) of limited partnerships 128 (369) (58)
Other income 35 36 34
Total revenues 4,890 4,255 2,651
Net income (loss) 660 446 (616)
Less: Netincome (loss) attributable to
noncontrolling interest in consolidated entity—Exchange 498 338 (685)
Net income attributable to Indemnity 162 108 69

Per share data attributable to Indemnity:

Net income per Class A share—diluted S 2.85 S 1.89 S 1.19
Book value per share—Class A common and equivalent B shares 16.24 15.74 13.79
Dividends declared per Class A share 1.955 1.83 177
Dividends declared per Class B share 293.25 274.50 265.50
Financial ratios:
Management fee rate 25.00% 25.00% 25.00%
Gross margin from management operations 194 187 17.6
Statutory combined ratio 99.0 96.9 93.3

Financial position data:

Total assets S 14,344 $ 13,287 $ 12,505
Less: Total assets attributable to noncontrolling
interest in consolidated entity—Exchange @ 13,369 11,876 11,101
Total assets attributable to Indemnity ® 975 1,411 1,404
Total equity 6,334 5725@ 4,759
Less: Noncontrolling interest in consolidated entity—Exchange 5,422 4,823@ 3,967
Total equity attributable to Indemnity 912 902 @ 7929
Treasury stock attributable to Indemnity 872 814 811
Shares repurchased and held in treasury 1,148,967 91,420 2,056,044
Weighted average Class A common and equivalent
shares outstanding attributable to Indemnity 56,884,894 57,428,999 58,003,976

Net income per Class A share—diluted

2010 _ $2 85 (1) The total assets attributable to the Exchange, or noncontrolling interest,
. and the total assets attributable to the Indemnity shareholder interest

are presented with intercompany payables/receivables eliminated.

2009 $189 (2)On April 1, 2009, we adopted the accounting guidance related to
non-credit other-than-temporary impairments for our debt security
2008 3119 portfolio. The net impact of the cumulative effect adjustment on

April 1, 2009, increased retained earnings and reduced other
comprehensive income by $6 million, net of tax, related to the
. Indemnity shareholder interest and by $95 million, net of tax, related
Dividends declared per Class A share to the Exchange, or noncontrolling interest, resulting in no effect on

shareholder’s equity.
2010 _ $1'955 (3)On January 1, 2008, we adopted the fair value option for our common

stock portfolio. The net impact of the cumulative effect adjustment

2009 $183 increased retained earnings and reduced other comprehensive income
by $11 million, net of tax, relating to the Indemnity shareholder interest
2008 $1 77 resulting in no effect on shareholder’s equity.







ERIE INDEMNITY COMPANY
EXCERPTS FROM FORM 10-K
This Annual Report includes the Company’s Audited Financial Statements and excerpts from the Company’s full Form 10-K
report as filed with the Securities and Exchange Commission (SEC) on February 24, 2011.
The complete Form 10-K can be found on the SEC Web site at www.sec.gov.

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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ERIE INDEMNITY COMPANY
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100 Erie Insurance Place, Erie, Pennsylvania 16530
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(814) 870-2000
(Registrant's telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Class A common stock, stated value $0.0292 per share, listed on the NASDAQ Stock Market, LLC
(Title of each class) (Name of each exchange on which registered)

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes _X No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes No X

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has
been subject to such filing requirements for the past 90 days. Yes _X No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter
period that the registrant was required to submit and post such files). Yes _X No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. [ ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large Accelerated Filer _ X Accelerated Filer Non-Accelerated Filer Smaller Reporting Company
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes No_X

Aggregate market value of voting and non-voting common stock held by non-affiliates as of the last business day of the registrant’s most
recently completed second fiscal quarter: $1.3 billion of Class A non-voting common stock as of June 30, 2010. There is no active market
for the Class B voting common stock. The Class B common stock is closely held by few shareholders.

Indicate the number of shares outstanding of each of the registrant's classes of common stock, as of the latest practicable date:
49,751,555 shares of Class A common stock and 2,546 shares of Class B common stock outstanding on February 18, 2011.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of Part III of this Form 10-K (Items 10, 11, 12, 13, and 14) are incorporated by reference to the information statement on Form
14(C) to be filed with the Securities and Exchange Commission no later than 120 days after December 31, 2010.
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PART I
Item 1. Business

General

Erie Indemnity Company (“Indemnity”) is a publicly held Pennsylvania business corporation that since 1925 has
been the managing attorney-in-fact for the subscribers (policyholders) of the Erie Insurance Exchange
(“Exchange”). The Exchange is a subscriber owned Pennsylvania-domiciled reciprocal insurer that writes property
and casualty insurance.

Indemnity’s primary function is to perform certain services for the Exchange relating to the sales, underwriting and
issuance of policies on behalf of the Exchange. This is done in accordance with a subscriber’s agreement (a limited
power of attorney) executed by each subscriber (policyholder), appointing Indemnity as their common attorney-in-
fact to transact business on their behalf and to manage the affairs of the Exchange. Pursuant to the subscriber’s
agreement and for its services as attorney-in-fact, Indemnity earns a management fee calculated as a percentage of
the direct premiums written by the Exchange and the other members of the Property and Casualty Group, which are
assumed by the Exchange under an intercompany pooling arrangement.

Through December 31, 2010, Indemnity also operated as a property and casualty insurer through its wholly owned
subsidiaries, Erie Insurance Company (“EIC”), Erie Insurance Company of New York (“ENY”) and Erie Insurance
Property and Casualty Company (“EPC”). EIC, ENY and EPC, together with the Exchange and its wholly owned
subsidiary, Flagship City Insurance Company (‘“Flagship”), are collectively referred to as the “Property and Casualty
Group”. The Property and Casualty Group operates in 11 Midwestern, Mid-Atlantic and Southeastern states and the
District of Columbia and writes primarily private passenger automobile, homeowners, commercial multi-peril,
commercial automobile and workers compensation lines of insurance.

On December 31, 2010, Indemnity sold all of the outstanding capital stock of its wholly owned property and
casualty subsidiaries to the Exchange. There was no gain or loss resulting from this sale as Indemnity and the
Exchange are deemed to be under common control. Under this new structure, all property and casualty insurance
operations are owned by the Exchange, and Indemnity will continue to function as the management company. There
was no impact on the existing reinsurance pooling agreement between the Exchange and EIC or ENY as a result of
the sale, nor was there any impact to the subscribers (policyholders) of the Exchange, to the Exchange’s independent
insurance agents, or to Indemnity’s employees.

Erie Family Life Insurance Company (“EFL”) is an affiliated life insurance company that underwrites and sells
individual and group life insurance policies and fixed annuities. Indemnity and the Exchange own 21.6% and 78.4%
of EFL, respectively. On November 4, 2010, Indemnity entered into a definitive agreement for the sale of its 21.6%
ownership interest in EFL to the Exchange, which is scheduled to close by March 31, 2011. Upon the closing date,
the Exchange will own 100% of EFL.

Because Indemnity and the Exchange are deemed to be under common control for financial reporting purposes, any
gains or losses resulting from the sale of Indemnity’s equity interest in EFL will be recorded as an adjustment
directly to Indemnity’s equity balance at March 31, 2011.

“Indemnity shareholder interest” refers to the interest in Erie Indemnity Company owned by the Class A and Class
B shareholders. “Noncontrolling interest” refers to the interest in the Erie Insurance Exchange held for the benefit of
the subscribers (policyholders).

The consolidated financial statements of Erie Indemnity Company reflect the results of Indemnity and its variable
interest entity, the Exchange, which we refer to collectively as “Erie Insurance Group” (“we,” “us,” “our”).

Business segments

We operate our business as four reportable segments — management operations, property and casualty insurance
operations, life insurance operations and investment operations. Financial information about these segments is set
forth in and referenced to Item 8. “Financial Statements and Supplementary Data - Note 5, Segment Information, of
Notes to Consolidated Financial Statements” contained within this report. Further discussion of financial results by
operating segment is provided in and referenced to Item 7. “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” contained within this report.
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Management operations — We generate internal management fee revenue, which accrues to the benefit of the
Indemnity shareholder interest, as Indemnity provides services to the Exchange relating to the sales, underwriting
and issuance of policies. The Exchange is the sole customer of our management operations. Indemnity charges the
Exchange a management fee, determined by our Board of Directors, not to exceed 25% of all premiums written or
assumed by the Exchange for its services as attorney-in-fact. Management fee revenue is eliminated upon
consolidation.

Property and casualty insurance operations — The Property and Casualty Group generates revenue by insuring
standard and preferred risks, with personal lines comprising 73% of the 2010 direct written premiums and
commercial lines comprising the remaining 27%. The principal personal lines products based upon 2010 direct
written premiums were private passenger automobile (48%) and homeowners (21%). The principal commercial lines
products based on 2010 direct written premiums were commercial multi-peril (11%), commercial automobile (7%)
and workers compensation (6%).

The members of the Property and Casualty Group pool their underwriting results under an intercompany pooling
agreement. Under the pooling agreement, the Exchange retains a 94.5% interest in the net underwriting results of the
Property and Casualty Group, while EIC retains a 5.0% interest and ENY retains a 0.5% interest. Prior to December
31, 2010, the underwriting results retained by EIC and ENY accrued to the benefit of the Indemnity shareholder
interest. Due to the sale of Indemnity’s property and casualty subsidiaries to the Exchange on December 31, 2010,
all property and casualty underwriting results accrue to the benefit of the subscribers (policyholders) of the
Exchange, or noncontrolling interest, after December 31, 2010.

Historically, due to policy renewal and sales patterns, the Property and Casualty Group’s direct written premiums
are greater in the second and third quarters than in the first and fourth quarters of the calendar year. Property and
casualty insurance premiums earned accounted for approximately 81% of our total consolidated revenue in 2010,
90% in 2009 and 142% in 2008. The proportion of property and casualty insurance premiums to total consolidated
revenues was significantly greater in 2008 due to losses generated from our investment operations as a result of
unfavorable market conditions.

The Property and Casualty Group is represented by nearly 2,100 independent agencies comprising almost 9,500
licensed representatives, which is our sole distribution channel. In addition to their principal role as salespersons, the
independent agents play a significant role as underwriting and service providers and are fundamental to the Property
and Casualty Group’s success.

The Property and Casualty Group writes business in Illinois, Indiana, Maryland, New York, North Carolina, Ohio,
Pennsylvania, Tennessee, Virginia, West Virginia, Wisconsin and the District of Columbia. The states of
Pennsylvania, Maryland and Virginia made up 63% of the Property and Casualty Group’s 2010 direct written
premium.

While sales, underwriting and policy issuance services are centralized at our home office, the Property and Casualty
Group maintains 24 field offices throughout its operating region to provide claims services to policyholders and
marketing support for the independent agencies that represent us.

The Property and Casualty Group ranked as the 13™ largest automobile insurer in the United States based on 2009
direct written premiums and as the 19" largest property and casualty insurer in the United States based on 2009 total
lines net premium written according to AM Best.

Life insurance operations — Our life insurance operations generate revenue from the sale of individual and group life
insurance policies and fixed annuities. These products are offered through our property and casualty agency force to
provide an opportunity to cross-sell both personal and commercial accounts. EFL writes business in 10 states
including Illinois, Indiana, Maryland, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia, and
Wisconsin and the District of Columbia. The state of Pennsylvania made up 51% of EFL’s 2010 premium and
annuity considerations, with Maryland, Virginia and Ohio making up nearly 10% each.

As discussed previously, currently Indemnity and the Exchange own 21.6% and 78.4% of EFL, respectively. Upon
the sale of Indemnity’s ownership interest in EFL, scheduled to close by March 31, 2011, the Exchange will own
100% of the life insurance operations.



Investment operations — Our investment operations generate revenue from our fixed maturity, equity security and
alternative investment portfolios. The portfolios are managed with the objective of maximizing after-tax returns on a
risk-adjusted basis. Revenues and losses included in investment operations consist of net investment income, net
realized gains and losses, net impairment losses recognized in earnings for our fixed maturity and preferred equity
portfolios, and equity in earnings and losses from our alternative investments, which include private equity, real
estate, and mezzanine limited partnerships. The volatility inherent in the financial markets has the potential to
impact our investment portfolio from time-to-time. Net revenues from our investment operations accounted for
approximately 17% of our total consolidated revenue in 2010 and 8% in 2009, where in 2008 net losses from our
investment operations negatively impacted our total consolidated revenues by 46% as a result of unfavorable market
conditions.

Competition

Property and casualty insurers generally compete on the basis of customer service, price, consumer recognition,
coverages offered, claims handling, financial stability and geographic coverage. Vigorous competition, particularly
in the personal lines automobile and homeowners lines of business, is provided by large, well-capitalized national
companies, some of which have broad distribution networks of employed or captive agents, by smaller regional
insurers and by large companies who market and sell personal lines products directly to consumers. In addition,
because the insurance products of the Property and Casualty Group are marketed exclusively through independent
insurance agents, the Property and Casualty Group faces competition within its appointed agencies based on ease of
doing business, product, price and service relationships.

Market competition bears directly on the price charged for insurance products and services subject to regulatory
limitations. Growth is driven by a company’s ability to provide insurance services and competitive prices while
maintaining target profit margins. Industry capital levels can also significantly affect prices charged for coverage.
Growth is a product of a company’s ability to retain existing customers and to attract new customers, as well as
movement in the average premium per policy.

The Erie Insurance Group has a strategic focus that we believe will result in long-term underwriting performance.
First, we employ an underwriting philosophy and product mix targeted to produce a Property and Casualty Group
underwriting profit on a long-term basis through careful risk selection and rational pricing. The careful selection of
risks allows for lower claims frequency and loss severity, thereby enabling insurance to be offered at favorable
prices. The Property and Casualty Group has continued to refine its risk measurement and price segmentation model
used in the underwriting and pricing processes. Second, the Property and Casualty Group focuses on consistently
providing superior service to policyholders and agents. Third, the Property and Casualty Group’s business model is
designed to provide the advantages of localized marketing and claims servicing with the economies of scale and low
cost of operations from centralized accounting, administrative, underwriting, investment, information management
and other support services.

Finally, we carefully select the independent agencies that represent the Property and Casualty Group. The Property
and Casualty Group seeks to be the lead insurer with its agents in order to enhance the agency relationship and the
likelihood of receiving the most desirable underwriting opportunities from its agents. We have ongoing, direct
communications with the agency force. Agents have access to a number of venues we sponsor designed to promote
sharing of ideas, concerns and suggestions with the senior management of the Property and Casualty Group with the
goal of improving communications and service. We continue to evaluate new ways to support our agents’ efforts,
from marketing programs to identifying potential customer leads, to grow the business of the Property and Casualty
Group and sustain our long-term agency partnerships. The higher agency penetration and long-term relationships
allow for greater efficiency in providing agency support and training.

EFL, our life insurer, is subject to many of the same structural advantages and environmental challenges as the
Property and Casualty Group. Term life business accounts for the majority of policies issued by EFL, and this
product line is extremely competitive and increasingly transparent due in part to the proliferation of on-line quoting
services. Besides price, ease of application and processing improvements represent areas where companies are
finding ways to differentiate themselves among independent producers. EFL continues to progress in these areas
using state-of-the-art technology and third-party vendors. Historically, sound underwriting and disciplined
approaches to pricing and investing have contributed to favorable operating results. While EFL will be challenged to
maintain these trends in the face of intensified competition going forward, we continue to shape our strategy and
core processes to respond more effectively to the needs of our policyholders and independent agents.



Employees

We employed approximately 4,200 people at December 31, 2010, of which approximately 2,090, or 50%, provide
claims specific services exclusively for the Property and Casualty Group and approximately 65, or 2%, perform
services exclusively for EFL.

Reserves for losses and loss expenses

The table that follows illustrates the change over time of the loss and loss expense reserves established for the
Property and Casualty Group at the end of the last ten calendar years. The Property and Casualty Group’s obligation
at December 31, 2010 is $3.6 billion. An additional discussion of our property and casualty loss reserve
methodology can be found in and is referenced to Item 7. “Management’s Discussion and Analysis of Financial
Condition and Results of Operations - Critical Accounting Estimates” contained within this report.

The Property and Casualty Group discounts only workers compensation reserves. These reserves are discounted on a
nontabular basis as prescribed by the Insurance Department of the Commonwealth of Pennsylvania. The interest rate

of 2.5% used to discount these reserves is based upon the Property and Casualty Group’s historical workers
compensation payout pattern. The Property and Casualty Group’s unpaid losses and loss expenses reserves were
reduced by $127 million and $136 million at December 31, 2010 and 2009, respectively, as a result of this

discounting.

An additional discussion of property and casualty loss reserve activity can be found in and is referenced to Item 7.
“Management’s Discussion and Analysis of Financial Condition and Results of Operations - Financial Condition”
section contained within this report.

Property and Casualty Group
Reserves for Unpaid Losses and Loss Expenses

(in millions) At December 31,
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Gross liability for unpaid losses and loss
expenses (LAE) $2,348 $2,940 $3,401 $3,629 $3,779 $3,830 $3,684 $3,586 $3,598 $3,584

Gross liability re-estimated as of:

One year later 2,677 2,986 3,360 3,592 3,651 3,559 3,487 3,502 3.336

Two years later 2,731 3,021 3,423 3,583 3,508 3,467 3,409 3.320

Three years later 2,789 3,117 3,482 3,558 3,464 3,412 3.307

Four years later 2,895 3,190 3,497 3,516 3,437 3.358

Five years later 2,979 3,223 3,466 3,494 3.404

Six years later 3,027 3,173 3,440 3.485

Seven years later 2,977 3,186 3.430

Eight years later 2,980 3.189

Nine years later 2,964
Cumulative (deficiency) redundancy $ (616) $ (249) $ (29) $ 144 $ 375 $ 472 $ 377 $ 266 $ 262 N/A
Cumulative amount of gross liability

paid through:

One year later $ 859 $ 933 $1,055 $1,066 $1,067 $1,019 $1,042 $1,033 $ 955

Two years later 1,339 1,477 1,638 1,699 1,630 1,621 1,573 1,538

Three years later 1,658 1,819 2,034 2,056 2,016 1,962 _1.889

Four years later 1,858 2,044 2,245 2,294 2,235 2,147

Five years later 1,990 2,161 2,394 2,431 2,342

Six years later 2,061 2,256 2,484 2,509

Seven years later 2,131 2,316 2,541

Eight years later 2,172 2357

Nine years later $2.201



Government Regulation

Property and casualty insurers are subject to supervision and regulation in the states in which they transact business.
The extent of such regulation varies, but generally derives from state statutes that delegate regulatory, supervisory
and administrative authority to state insurance departments. Accordingly, the authority of the state insurance
departments includes the establishment of standards of solvency that must be met and maintained by insurers, the
licensing to do business of insurers and agents, the nature of the limitations on investments, the approval of premium
rates for property and casualty insurance, the provisions that insurers must make for current losses and future
liabilities, the deposit of securities for the benefit of policyholders, the approval of policy forms, notice requirements
for the cancellation of policies and the approval of certain changes in control. In addition, many states have enacted
variations of competitive rate-making laws that allow insurers to set certain premium rates for certain classes of
insurance without having to obtain the prior approval of the state insurance department. State insurance departments
also conduct periodic examinations of the affairs of insurance companies and require the filing of quarterly and
annual reports relating to the financial condition of insurance companies.

The Property and Casualty Group is also required to participate in various involuntary insurance programs for
automobile insurance, as well as other property and casualty lines, in states in which such companies operate. These
involuntary programs provide various insurance coverages to individuals or other entities that otherwise are unable
to purchase such coverage in the voluntary market. These programs include joint underwriting associations, assigned
risk plans, fair access to insurance requirements (“FAIR”) plans, reinsurance facilities and windstorm plans.
Legislation establishing these programs generally provides for participation in proportion to voluntary writings of
related lines of business in that state. The loss ratio on insurance written under involuntary programs has
traditionally been greater than the loss ratio on insurance in the voluntary market. Although currently the federal
government does not directly regulate the insurance industry, federal programs, such as federal terrorism backstop
legislation and the Federal Insurance Office established under the Dodd-Frank Act can also impact the insurance
industry.

Our life insurer, EFL, is subject to similar state regulations as the Property and Casualty Group, although specific
laws and statutes applicable to life insurance and annuity carriers govern its activities. Valuation laws require
statutory reserves to be held at conservative levels, which can have a substantial impact on the amount of free
surplus that is available for financing new business and other growth opportunities.

Most states have enacted legislation that regulates insurance holding company systems such as the Erie Insurance
Group. Each insurance company in the holding company system is required to register with the insurance
supervisory authority of its state of domicile and furnish information regarding the operations of companies within
the holding company system that may materially affect the operations, management or financial condition of the
insurers within the system. Pursuant to these laws, the respective insurance departments may examine Indemnity, as
the management company, the Property and Casualty Group and EFL at any time and may require disclosure and/or
prior approval of certain transactions with the insurers and Indemnity, as an insurance holding company.

All transactions within the holding company system affecting the insurers Indemnity manages are filed with the
applicable insurance departments and must be fair and reasonable. Approval of the applicable insurance
commissioner is required prior to the consummation of transactions affecting the control of an insurer. In some
states, the acquisition of 10% or more of the outstanding common stock of an insurer or its holding company is
presumed to be a change in control. The sale of Indemnity’s wholly owned property and casualty subsidiaries, EIC,
ENY and EPC, and the sale of Indemnity’s 21.6% ownership interest in EFL have both been approved by the
appropriate regulatory agencies. Approval of the applicable insurance commissioner is also required in order to
declare extraordinary dividends. See Item 8, “Financial Statements and Supplementary Data — Note 23, Statutory
Information, of Notes to Consolidated Financial Statements” contained within this report.

Website access

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all
amendments to those reports are available free of charge on our website at www.erieinsurance.com as soon as
reasonably practicable after such material is filed electronically with the SEC. Our Code of Conduct is available on
our website and in printed form upon request. Our information statement on Form 14(C) is also available free of
charge at www.erieinsurance.com. Copies of our annual report on Form 10-K will be made available, free of charge,
upon written request as well by contacting Investor Relations, Erie Indemnity Company, 100 Erie Insurance Place,
Erie, PA 16530, or calling 1-800-458-0811.
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Item 1A. Risk Factors

Our business involves various risks and uncertainties, including, but not limited to those discussed in this section.
The events described in the risk factors below, or any additional risk outside of those discussed below, could have a
material adverse effect on our business, financial condition, operating results or liquidity if they actually occur. This
information should be considered carefully together with the other information contained in this report, including
management’s discussion and analysis of financial condition and results of operations, the consolidated financial
statements and the related notes.

Risk factors related to the Indemnity shareholder interest

If the management fee rate paid by the Exchange is reduced or if there is a significant decrease in the amount of
premiums written or assumed by the Exchange, revenues and profitability could be materially adversely affected.

Indemnity is dependent upon management fees paid by the Exchange, which represent its principal source of
revenue. Pursuant to the subscriber’s agreements with the policyholders at the Exchange, Indemnity may retain up to
25% of all premiums written or assumed by the Exchange. Therefore, management fee revenue from the Exchange
is calculated by multiplying the management fee rate by the direct premiums written by the Exchange and the other
members of the Property and Casualty Group, which are assumed by the Exchange under an intercompany pooling
arrangement. Accordingly, any reduction in direct premiums written by the Property and Casualty Group would
have a proportional negative effect on Indemnity’s revenues and net income. See the “Risk factors relating to the
non-controlling interest owned by the Exchange, which includes the Property and Casualty Group and EFL” section,
herein, for a discussion of risks impacting direct written premium.

The management fee rate is determined by the Board of Directors and may not exceed 25% of the premiums written
or assumed by the Exchange. The Board of Directors sets the management fee rate each December for the following
year. At their discretion, the rate can be changed at any time. The factors considered by the Board in setting the
management fee rate include Indemnity’s financial position in relation to the Exchange and the long-term needs of
the Exchange for capital and surplus to support its continued growth and competitiveness. If the Exchange’s surplus
were significantly reduced, the management fee rate could be reduced and Indemnity’s revenues and profitability
could be materially adversely affected.

If the costs of providing services to the Exchange are not controlled, Indemnity’s revenues and profitability could be
materially adversely affected.

Pursuant to the subscriber’s agreements with the policyholders at the Exchange, Indemnity is appointed to perform
certain services, regardless of the cost of providing those services. These services relate to the sales, underwriting
and issuance of policies on behalf of the Exchange. Indemnity incurs significant costs related to commissions,
employees, and technology in order to provide these services.

Commissions to independent agents are the largest component of Indemnity’s cost of operations. Commissions
include scheduled commissions to agents based on premiums written as well as additional commissions and bonuses
to agents, which are earned by achieving certain targeted measures. Changes to commission rates or bonus
programs may result in increased future costs and lower profitability.

Employees are an essential part of the operating costs related to providing services for the Exchange. As a result,
Indemnity’s profitability is affected by employee costs, including salary, medical, pension and other benefit costs.
Recent regulatory developments and economic factors that are beyond our control indicate that employee healthcare
costs will continue to increase. Although Indemnity actively manages these cost increases, there can be no
assurance that future cost increases will not occur and reduce its profitability.

Technological development is necessary to reduce Indemnity’s costs and the Property and Casualty Group’s
operating costs and to facilitate agents’ and policyholders’ ability to do business with the Property and Casualty
Group. If we are unable to keep pace with the advancements in technology, our ability to compete with other
insurance companies who have advanced technological capabilities will be negatively affected. This could result in
additional costs as we invest in new technology and systems.



Our ability to attract, develop and retain talented executives, key managers and employees is critical to our success.

Our future performance is substantially dependent upon our ability to attract, motivate and retain executives and
other key management. The loss of the services and leadership of certain key officers and the failure to attract,
motivate and develop talented new executives and managers could prevent us from successfully communicating,
implementing and executing business strategies, and therefore have a material adverse effect on our financial
condition and results of operations.

Our success also depends on our ability to attract, develop and retain a talented employee base. The inability to staff
all functions of our business with employees possessing the appropriate technical expertise could have an adverse
effect on our business performance. Staffing appropriately skilled employees for the deployment and maintenance of
information technology systems, the appropriate handling of claims, and rendering of disciplined underwriting is
critical to the success of our business.

If we are unable to keep pace with technological advancements in the insurance industry or are unable to ensure
system availability or to secure system information, the ability of the Erie Insurance Group to compete effectively
could be impaired.

The Indemnity is responsible for providing the technological resources necessary to support the operations of the
Erie Insurance Group. Our business is highly dependent upon the effective operations of our technology and
information systems. We rely on these systems to assist in key functions of core business operations including
processing claims, applications, and premium payments, providing customer support, performing actuarial and
financial analysis, and maintaining key data. We have an established business continuity plan to ensure the
continuation of core business operations in the event that normal business operations could not be performed due to
a catastrophic event. While we continue to test and assess our business continuity plan to ensure it meets the needs
of our core business operations and addresses multiple business interruption events, there is no assurance that core
business operations could be performed upon the occurrence of such an event. The failure of our information
systems for any reason could result in a material adverse effect on our business, financial condition, or results of
operations.

Advancements in technology continue to make it easier to store, share and transport information. A security breach
of our computer systems could interrupt or damage our operations or harm our reputation if confidential company or
customer information were to be misappropriated from our systems. Cases where sensitive data is exposed or lost
may lead to a loss in competitive advantage or lawsuits.

The performance of Indemnity’s investment portfolio is subject to a variety of investment risks, which may in turn
have a material adverse effect on its results of operations or financial condition.

The Indemnity’s investment portfolio is comprised principally of fixed-income maturities and limited partnerships.
At December 31, 2010 the Indemnity’s investment portfolio consisted of approximately 50% fixed income
securities, 40% limited partnerships, and 10% equity securities.

All of Indemnity’s marketable securities are subject to market volatility. To the extent that future market volatility
negatively impacts Indemnity’s investments, its financial condition will be negatively impacted. We review the
investment portfolio on a continuous basis to evaluate positions that might have incurred other-than-temporary
declines in value. The primary factors considered in our review of investment valuation include the extent and
duration to which fair value is less than cost, historical operating performance and financial condition of the issuer,
short- and long-term prospects of the issuer and its industry, specific events that occurred affecting the issuer
including rating downgrades and, depending on the type of security, our intent to sell or our ability and intent to
retain the investment for a period of time sufficient to allow for a recovery in value. As the process for determining
impairments is highly subjective, changes in our assessments may have a material effect on Indemnity’s operating
results and financial condition. See also Item 7A. “Quantitative and Qualitative Disclosures about Market Risk”.

If the fixed-income, equity, or limited partnership portfolios were to suffer a substantial decrease in value,
Indemnity’s financial position could be materially adversely affected through increased unrealized losses or
impairments.



Currently, 75% of the fixed-income portfolio is invested in municipal securities. The performance of the fixed-
income portfolio is subject to a number of risks including:

o Interest rate risk — the risk of adverse changes in the value of fixed-income securities as a result of increases
in market interest rates.

o Investment credit risk — the risk that the value of certain investments may decrease due to the deterioration
in financial condition of, or the liquidity available to, one or more issuers of those securities or, in the case
of asset-backed securities, due to the deterioration of the loans or other assets that underlie the securities,
which, in each case, also includes the risk of permanent loss.

o  Concentration risk — the risk that the portfolio may be too heavily concentrated in the securities of one or
more issuers, sectors, or industries, which could result in a significant decrease in the value of the portfolio
in the event of a deterioration of the financial condition, performance, or outlook of those issuers, sectors,
or industries.

o Liquidity risk — the risk that Indemnity will not be able to convert investment securities into cash on
favorable terms and on a timely basis, or that Indemnity will not be able to sell them at all, when desired.
Disruptions in the financial markets, or a lack of buyers for the specific securities that Indemnity is trying
to sell, could prevent it from liquidating securities or cause a reduction in prices to levels that are not
acceptable to Indemnity.

In addition to the fixed-income securities, a significant portion of Indemnity’s portfolio is invested in limited
partnerships. At December 31, 2010, the Indemnity had investments in limited partnerships of $216 million, or 16%
of total assets. In addition, Indemnity is obligated to invest up to an additional $50 million in limited partnerships,
including private equity, real estate and mezzanine partnership investments. Limited partnerships are significantly
less liquid and generally involve higher degrees of price risk than publicly traded securities. Limited partnerships,
like publicly traded securities, have exposure to market volatility; but unlike fixed-income securities, cash flows and
return expectations are less predictable. The primary basis for the valuation of limited partnership interests are
financial statements prepared by the general partner. Because of the timing of the preparation and delivery of these
financial statements, the use of the most recently available financial statements provided by the general partners
result in a quarter delay in the inclusion of the limited partnership results in our Consolidated Statements of
Operations. Due to this delay, Indemnity’s financial statements at December 31, 2010, do not reflect market
conditions experienced in the fourth quarter of 2010.

Indemnity’s equity securities have exposure to price risk, the risk of potential loss in estimated fair value resulting
from an adverse change in prices. Indemnity does not hedge its exposure to equity price risk inherent in its equity
investments. Equity markets, sectors, industries, and individual securities may also be subject to some of the same
risks that affect Indemnity’s fixed-income portfolio, as discussed above.

Indemnity is subject to credit risk from the Exchange because the management fees from the Exchange are not paid
immediately when premiums are written.

Indemnity recognizes management fees due from the Exchange as income when the premiums are written because at
that time Indemnity has performed substantially all of the services it is required to perform, including sales,
underwriting and policy issuance activities. However, such fees are not paid to Indemnity by the Exchange until the
Exchange collects the premiums from policyholders. As a result, Indemnity holds receivables for management fees
since such fees are based on premiums that have been written and assumed. Indemnity also holds receivables from
the Exchange for costs it pays on the Exchange’s behalf. The receivable from the Exchange totaled $232 million or
18% of our total assets at December 31, 2010.

Deteriorating capital and credit market conditions may significantly affect Indemnity’s ability to meet liquidity
needs and access capital.

Sufficient liquidity and capital levels are required to pay operating expenses, income taxes, and to provide the
necessary resources to fund future growth opportunities, pay dividends, and repurchase stock. Our management
estimates the appropriate level of capital necessary based on current and projected results, which include a factor for
potential exposures based on these Risk Factors. Failure to accurately estimate Indemnity’s capital needs may have
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a material adverse effect on its financial condition until additional sources of capital can be located. Further, a
deteriorating financial condition may create a negative perception of the Indemnity by third parties, including rating
agencies, investors, agents, and customers which could impact its ability to access additional capital in the debt or
equity markets.

The primary sources of liquidity for Indemnity are management fees and cash flows generated from its investment
portfolio. In the event Indemnity’s current sources do not satisfy its needs, Indemnity has the ability to access its
$100 million bank line of credit, from which there were no borrowings as of December 31, 2010, or sell assets in the
investment portfolio. Volatility in the financial markets could impair Indemnity’s ability to sell certain of its fixed
income securities and to a greater extent its significantly less liquid limited partnership investments, or cause such
investments to sell at deep discounts.

In the event these traditional sources of liquidity are not available, Indemnity may have to seek additional financing.
Indemnity’s access to funds will depend on a number of factors including current market conditions, the availability
of credit to the financial services industry, market liquidity, and credit ratings. In deteriorating market conditions,
Indemnity may not be able to obtain additional financing on favorable terms, or at all.

Indemnity is subject to claims and legal proceedings, which, if determined unfavorably, could have a material
adverse effect on Indemnity’s business, results of operations or financial condition.

Indemnity faces a significant risk of litigation and regulatory investigations and actions in the ordinary course of
operating its businesses, including the risk of class action lawsuits. Indemnity’s pending legal and regulatory actions
include proceedings specific to Indemnity and others generally applicable to business practices in the industries in
which it operates. In Indemnity’s management operations, we are, have been, or may become subject to class actions
and individual suits alleging, among other things, issues relating to sales or underwriting practices, payment of
contingent or other sales commissions, product design, product disclosure, policy issuance and administration,
additional premium charges for premiums paid on a periodic basis, charging excessive or impermissible fees on
products, recommending unsuitable products to customers, and breaching alleged fiduciary or other duties to
customers. Indemnity is also subject to litigation arising out of its general business activities such as its contractual
and employment relationships. Plaintiffs in class action and other lawsuits against Indemnity may seek very large or
indeterminate amounts, including punitive and treble damages, which may remain unknown for substantial periods
of time. Indemnity is also subject to various regulatory inquiries, such as information requests, subpoenas and books
and record examinations, from state and federal regulators and authorities.

Risk factors relating to the non-controlling interest owned by the Exchange, which includes the Property and
Casualty Group and EFL

Deteriorating general economic conditions may have an adverse effect on the non-controlling interest’s operating
results and financial condition.

Unfavorable changes in economic conditions, including declining consumer confidence, inflation, high
unemployment and recession, among others, may lead the Property and Casualty Group’s customers to modify
coverage, not renew policies, or even cancel policies, which could adversely affect the premium revenue of the
Property and Casualty Group, and consequently Indemnity’s management fee. These conditions could also impair
the ability of customers to pay premiums when due, and as a result, the Property and Casualty Group’s reserves and
write-offs could increase.

In addition, downward economic trends also may have an adverse effect on both Indemnity’s and the Property and
Casualty Group’s investment results by negatively impacting the business conditions and impairing credit for the
issuers of securities held in their respective investment portfolios. This could reduce fair values of investments and
generate significant unrealized losses or impairment charges which may adversely affect their respective financial
results.
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The Property and Casualty Group depends on independent insurance agents, which exposes the Property and
Casualty Group to risks not applicable to companies with exclusive agents or other forms of distribution.

The Property and Casualty Group markets and sells its insurance products through independent, non-exclusive
agencies. These agencies are not obligated to sell only the Property and Casualty Group’s insurance products, and
generally they also sell competitors’ insurance products. As a result, the Property and Casualty Group’s business
depends in large part on the marketing and sales efforts of these agencies. To the extent these agencies’ marketing
efforts cannot be maintained at their current levels of volume or they bind the Property and Casualty Group to
unacceptable insurance risks, fail to comply with established underwriting guidelines or otherwise improperly
market the Property and Casualty Group’s products, the results of operations and business of the Property and
Casualty Group could be adversely affected. Also, to the extent these agencies place business with competing
insurers due to compensation arrangements, product differences, price differences, ease of doing business or other
reasons, the results of operations of the Property and Casualty Group could be adversely affected. If the Property
and Casualty Group is unsuccessful in maintaining and increasing the number of agencies in its independent agent
distribution system, the results of operations of the Property and Casualty Group could be adversely affected.

To the extent that consumer preferences cause the insurance industry to migrate to a delivery system other than
independent agencies, the business of the Property and Casualty Group could be adversely affected. Also, to the
extent the agencies choose to place significant portions or all of their business with competing insurance companies,
the results of operations and business of the Property and Casualty Group could be adversely affected.

The Property and Casualty Group maintains a brand recognized for superior customer service. Our ability to
maintain this reputation is a key factor to the Property and Casualty Group’s success.

The Property and Casualty Group consistently ranks high in consumer surveys for customer service. Incidents such
as failure to protect sensitive customer data, errors in processing a claim, systems failures, or unfavorable litigation,
among others, may result in reputational harm to the Property and Casualty Group’s brand and the potential for
reduction in business. While we maintain and execute processes to minimize these events, we cannot completely
eliminate this risk.

The Property and Casualty Group faces significant competition from other regional and national insurance
companies. Failure to keep pace with competitors may result in lower market share and revenues, which may have
a material adverse affect on the Property and Casualty Group’s financial condition.

The Property and Casualty Group competes with regional and national property/casualty insurers including direct
writers of insurance coverage. Many of these competitors are larger and many have greater financial, technical and
operating resources. In addition, there is competition within each independent insurance agency that represents other
carriers as well as the Property and Casualty Group.

If we are unable to perform at industry best practice levels in terms of quality, cost containment, and speed-to-
market due to inferior operating resources and/or problems with external relationships, the Property and Casualty
Group’s business performance may suffer. As the business environment changes, if we are unable to adapt timely to
emerging industry changes, or if our people do not conform to the changes, the Property and Casualty Group’s
business could be materially impacted.

The property/casualty insurance industry is highly competitive on the basis of product, price and service. If
competitors offer property/casualty products with more coverage and/or better service or offer lower rates, and we
are unable to implement product or service improvements quickly enough to keep pace, the Property and Casualty
Group’s ability to grow and renew its business may be adversely impacted.

The internet continues to grow as a method of product distribution, and as a preferred method of product and price
comparison. We compete against established ‘direct to consumer’ insurers as well as insurers that use a combination
of agent and online distribution. We expect the competitors in this channel to grow. Failure to position our
distribution technology effectively in light of these trends and changing demographics could inhibit the Property and
Casualty Group’s ability to grow and maintain its customer base. The Property and Casualty Group’s growth could
also be adversely impacted by an inability to accommodate prospective customers based on lack of geographic
agency presence.
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Changes in applicable insurance laws, regulations or changes in the way regulators administer those laws or
regulations could adversely change the Property and Casualty Group’s operating environment and increase its
exposure to loss or put it at a competitive disadvantage.

Property and casualty insurers are subject to extensive supervision in the states in which they do business. This
regulatory oversight includes, by way of example, matters relating to licensing examination, rate setting, market
conduct, policy forms, limitations on the nature and amount of certain investments, claims practices, mandated
participation in involuntary markets and guaranty funds, reserve adequacy, insurer solvency, transactions between
affiliates and restrictions on underwriting standards. Such regulation and supervision are primarily for the benefit
and protection of policyholders and not for the benefit of shareholders. For instance, members of the Property and
Casualty Group are subject to involuntary participation in specified markets in various states in which they operate,
and the rate levels the Property and Casualty Group is permitted to charge do not always correspond with the
underlying costs associated with the coverage issued. Although currently the federal government does not directly
regulate the insurance industry, federal programs, such as federal terrorism backstop legislation and the Federal
Insurance Office established under the Dodd-Frank Act can also impact the insurance industry. In addition to
specific insurance regulation, the Property and Casualty Group must also comply with other regulatory, legal and
ethical requirements relating to the general operation of a business.

Premium rates and reserves must be established for members of the Property and Casualty Group from forecasts of
the ultimate costs expected to arise from risks underwritten during the policy period. The Property and Casualty
Group’s underwriting profitability could be adversely affected to the extent such premium rates or reserves are too
low or by the effects of inflation.

One of the distinguishing features of the property and casualty insurance industry in general is that its products are
priced before its costs are known, as premium rates are generally determined before losses are reported.
Consequently, in establishing premium rates, we attempt to anticipate the potential impact of inflation, including
medical cost inflation, construction and auto repair cost inflation and tort issues. Medical costs are a broad element
of inflation that impacts personal and commercial auto, general liability, workers compensation and commercial
multi-peril lines of insurance written by the Property and Casualty Group. Accordingly, premium rates must be
established from forecasts of the ultimate costs expected to arise from risks underwritten during the policy period.
These premium rates may prove to be inadequate if future inflation is significantly higher than the inflation
anticipated in the pricing.

Further, property and casualty insurers establish reserves for losses and loss expenses that will not be paid and
settled for many years. Numerous factors affect both the current estimates and final settlement value of these losses
and loss expenses. It is possible that the ultimate liability for these losses and loss expenses will exceed these
reserves because of unanticipated changes in the future development of known losses, the unanticipated emergence
of losses that have occurred but are currently unreported and larger than expected settlements on pending and
unreported claims. The process of estimating reserves is inherently judgmental and can be influenced by factors that
are subject to variation. If pricing or reserves of the Property and Casualty Group are not sufficient, the Property and
Casualty Group’s underwriting profitability may be adversely impacted.

Not completely knowing costs before products are priced has caused the property and casualty insurance industry to
cycle through periods of pricing corrections, resulting in an oscillation of profitability and premium growth. Based
on this experience, we expect this cyclicality to continue. The Property and Casualty Group seeks an appropriate
balance between profitability and premium growth, but the need to remain competitive prevents it from being
completely immune to the cyclical routine. The periods of intense price competition in the cycle could adversely
affect the Property and Casualty Group’s financial condition, profitability, or cash flows.

Emerging claim and coverage issues in the insurance industry are unpredictable and could cause an adverse effect
on the Property and Casualty Group’s results of operation or financial condition.

As industry practices and legal, judicial, social and other environmental conditions change, unexpected and
unintended issues related to claim and coverage may emerge. These issues may adversely affect the Property and
Casualty Group’s business by either extending coverage beyond its underwriting intent or by increasing the number
or size of claims. In some instances, these emerging issues may not become apparent for some time after the
Property and Casualty Group has issued the affected insurance policies. As a result, the full extent of liability under
the Property and Casualty Group’s insurance policies may not be known for many years after the policies are issued.
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Changes in reserve estimates may adversely affect EFL’s operating results.

Reserves for life-contingent contract benefits are computed on the basis of long-term actuarial assumptions of future
investment yields, mortality, morbidity, persistency and expenses. We periodically review the adequacy of these
reserves on an aggregate basis and if future experience differs significantly from assumptions, adjustments to
reserves and amortization of deferred policy acquisition costs may be required which could have a material adverse
effect on EFL’s operating results.

The financial performance of members of the Property and Casualty Group could be adversely affected by severe
weather conditions or other catastrophic losses, including terrorism.

The Property and Casualty Group conducts business in 11 states and the District of Columbia, primarily in the Mid-
Atlantic, Midwestern and Southeastern portions of the United States. A substantial portion of this business is private
passenger and commercial automobile, homeowners and workers compensation insurance in Ohio, North Carolina,
Maryland, Virginia and particularly, Pennsylvania. As a result, a single catastrophe occurrence, destructive weather
pattern, change in climate condition, general economic trend, terrorist attack, regulatory development or other
condition disproportionately affecting one or more of the states in which the Property and Casualty Group conducts
substantial business could adversely affect the results of operations of members of the Property and Casualty Group.
Common natural catastrophe events include hurricanes, earthquakes, tornadoes, hail storms and severe winter
weather. The frequency and severity of these catastrophes is inherently unpredictable. The extent of losses from a
catastrophe is a function of both the total amount of insured exposures in the area affected by the event and the
severity of the event.

Terrorist attacks could cause losses from insurance claims related to the property/casualty insurance operations, as
well as a decrease in our equity, net income or revenue. The federal Terrorism Risk Insurance Program
Reauthorization and Extension Act of 2007 requires that some coverage for terrorist loss be offered by primary
commercial property insurers and provides federal assistance for recovery of claims through 2014. While the
Property and Casualty Group is exposed to terrorism losses in commercial lines and workers compensation, these
lines are afforded a limited backstop above insurer deductibles for acts of terrorism under this federal program. The
Property and Casualty Group has no personal lines terrorist coverage in place. The Property and Casualty Group
could incur large net losses if terrorist attacks occur.

The Property and Casualty Group maintains a property catastrophe reinsurance treaty that was renewed effective
January 1, 2011, that provides coverage of 90% of a loss up to $500 million in excess of the Property and Casualty
Group’s loss retention of $350 million per occurrence. In addition, a second property catastrophe reinsurance treaty
was entered into with nonaffiliated reinsurers providing coverage of up to 90% of a loss of $25 million in excess of
the first property catastrophe reinsurance treaty’s coverage of $850 million. The treaties exclude losses from acts of
terrorism. Catastrophe reinsurance may prove inadequate if a major catastrophic loss exceeds the reinsurance limit
which could adversely affect the Property and Casualty Group’s underwriting profitability and financial position.

The inability to acquire reinsurance coverage at reasonable rates or collect amounts due from reinsurers could
have an adverse effect on the Property and Casualty Group.

The availability and cost of reinsurance are subject to prevailing market conditions, both in terms of price and
available capacity. The availability of reinsurance capacity can be impacted by general economic conditions and
conditions in the reinsurance market, such as the occurrence of significant reinsured events. The availability and
cost of reinsurance could affect the Property and Casualty Group’s business volume and profitability.

Although the reinsurer is liable to the Property and Casualty Group to the extent of the ceded reinsurance, the
Property and Casualty Group remains liable as the direct insurer on all risks reinsured. Reinsurance contracts do not
relieve the Property and Casualty Group from its primary obligations to policyholders. As a result, ceded
reinsurance arrangements do not eliminate the Property and Casualty Group’s obligation to pay claims.
Accordingly, the Property and Casualty Group is subject to credit risk with respect to its ability to recover amounts
due from reinsurers. The Property and Casualty Group’s inability to collect a material recovery from a reinsurer
could have an adverse effect on its underwriting profitability and financial condition.
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The performance of the Exchange’s investment portfolio is subject to a variety of investment risks, which may in turn
have a material adverse effect on its results of operations or financial condition.

The Exchange’s investment portfolio is comprised principally of fixed-income maturities, common stocks, and
limited partnerships. At December 31, 2010 the Exchange’s investment portfolio consisted of approximately 65%
fixed income securities, 20% common stocks, 10% limited partnerships, and 5% preferred equity securities.

All of the Exchange’s marketable securities are subject to market volatility. To the extent that future market
volatility negatively impacts the Exchange’s investments, its financial condition will be negatively impacted. We
review the investment portfolio on a continuous basis to evaluate positions that might have incurred other-than-
temporary declines in value. The primary factors considered in our review of investment valuation include the extent
and duration to which fair value is less than cost, historical operating performance and financial condition of the
issuer, short- and long-term prospects of the issuer and its industry, specific events that occurred affecting the issuer
including rating downgrades and, depending on the type of security, our intent to sell or our ability and intent to
retain the investment for a period of time sufficient to allow for a recovery in value. As the process for determining
impairments is highly subjective, changes in our assessments may have a material effect on the Exchange’s
operating results and financial condition. See also Item 7A. “Quantitative and Qualitative Disclosures about Market
Risk”.

If the fixed-income, equity, or limited partnership portfolios were to suffer a substantial decrease in value, the
Exchange’s financial position could be materially adversely affected through increased unrealized losses or
impairments. A significant decrease in the Exchange’s portfolio could also put it, or its subsidiaries, at risk of
failing to satisfy regulatory minimum capital requirements.

Currently, 30% of the Exchange’s fixed-income portfolio is invested in financial sector securities and 20% are
invested in municipal securities and results may vary depending on the market environment. The performance of
the fixed-income portfolio is subject to a number of risks including:

o Interest rate risk — the risk of adverse changes in the value of fixed-income securities as a result of increases
in market interest rates.

« Investment credit risk — the risk that the value of certain investments may decrease due to the deterioration
in financial condition of, or the liquidity available to, one or more issuers of those securities or, in the case
of asset-backed securities, due to the deterioration of the loans or other assets that underlie the securities,
which, in each case, also includes the risk of permanent loss.

o  Concentration risk — the risk that the portfolio may be too heavily concentrated in the securities of one or
more issuers, sectors, or industries, which could result in a significant decrease in the value of the portfolio
in the event of a deterioration of the financial condition, performance, or outlook of those issuers, sectors,
or industries.

o Liquidity risk — the risk that the Exchange will not be able to convert investment securities into cash on
favorable terms and on a timely basis, or that the Exchange will not be able to sell them at all, when
desired. Disruptions in the financial markets, or a lack of buyers for the specific securities that the
Exchange is trying to sell, could prevent it from liquidating securities or cause a reduction in prices to
levels that are not acceptable to the Exchange.

The Exchange’s common and preferred equity securities have exposure to price risk, the risk of potential loss in
estimated fair value resulting from an adverse change in prices. The Exchange does not hedge its exposure to equity
price risk inherent in its equity investments. Equity markets, sectors, industries, and individual securities may also
be subject to some of the same risks that affect the Exchange’s fixed-income portfolio, as discussed above.

In addition, a significant portion of the Exchange’s portfolio is invested in limited partnerships. At December 31,
2010, the Exchange had investments in limited partnerships of $1.1 billion, or 8% of total assets. In addition, the
Exchange is obligated to invest up to an additional $402 million in limited partnerships, including private equity,
real estate and mezzanine partnership investments. Limited partnerships are significantly less liquid and generally
involve higher degrees of price risk than publicly traded securities. Limited partnerships, like publicly traded
securities, have exposure to market volatility; but unlike fixed income securities, cash flows and return expectations
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are less predictable. The primary basis for the valuation of limited partnership interests are financial statements
prepared by the general partner. Because of the timing of the preparation and delivery of these financial statements,
the use of the most recently available financial statements provided by the general partners result in a quarter delay
in the inclusion of the limited partnership results in our Consolidated Statements of Operations. Due to this delay,
the Exchange’s financial statements at December 31, 2010, do not reflect market conditions experienced in the
fourth quarter of 2010.

Deteriorating capital and credit market conditions may significantly affect the Exchange’s ability to meet liquidity
needs and access capital.

Sufficient liquidity and capital levels are required to pay claims, claims-related expenses and income taxes as well as
to build the Exchange’s investment portfolio, provide for additional protection against possible large, unexpected
losses and maintain adequate surplus amounts. Management estimates the appropriate level of capital necessary
based on current and projected results, which include a factor for potential exposures based on these Risk Factors.
Failure to accurately estimate the Exchange’s capital needs may have a material adverse effect on the Exchange’s
financial condition until additional sources of capital can be located. Further, a deteriorating financial condition
may create a negative perception of the Exchange by third parties, including rating agencies, investors, agents, and
customers which could impact the Exchange’s ability to access additional capital in the debt or equity markets.

The primary sources of liquidity for the Exchange are insurance premiums and cash flow generated from the
investment portfolio. In the event the Exchange’s current sources do not satisfy its needs, the Exchange has the
ability to access its $200 million bank line of credit, from which there were no borrowings as of December 31, 2010.
The Exchange may also sell assets in the investment portfolio. Volatility in the financial markets could impair the
Exchange’s ability to sell certain of its fixed income securities or to a greater extent its significantly less liquid
limited partnership investments, or cause such investments to sell at deep discounts.

In the event these traditional sources of liquidity are not available, the Exchange may have to seek additional
financing. The Exchange’s access to funds will depend on a number of factors including current market conditions,
the availability of credit to the financial services industry, market liquidity, and credit ratings. In deteriorating
market conditions, the Exchange may not be able to obtain additional financing on favorable terms, or at all.

If there were a failure to maintain a commercially acceptable financial strength rating, the Property and Casualty
Group’s competitive position in the insurance industry would be adversely affected.

Financial strength ratings are an important factor in establishing the competitive position of insurance companies
and may be expected to have an effect on an insurance company’s sales. Higher ratings generally indicate greater
financial stability and a stronger ability to meet ongoing obligations to policyholders. Ratings are assigned by rating
agencies to insurers based upon factors that the rating agencies believe are relevant to policyholders. Currently the
Property and Casualty Group’s pooled AM Best rating is an A+ (“superior”). A significant downgrade in this or
other ratings would reduce the competitive position of the Property and Casualty Group making it more difficult to
attract profitable business in the highly competitive property/casualty insurance market.

The Property and Casualty Group is subject to claims and legal proceedings, which, if determined unfavorably to
the Property and Casualty Group, could have a material adverse effect on our business, results of operations or
financial condition.

The Property and Casualty Group faces a significant risk of litigation and regulatory investigations and actions in the
ordinary course of operating its businesses, including the risk of class action lawsuits. The Property and Casualty
Group’s pending legal and regulatory actions include proceedings specific to the Property and Casualty Group and
others generally applicable to business practices in the industries in which it operates. In the Property and Casualty
Group’s insurance operations, we are, have been, or may become subject to class actions and individual suits
alleging, among other things, issues relating to claims payments and procedures, denial or delay of benefits,
charging excessive or impermissible fees on products, and breaching fiduciary or other duties to customers. The
Property and Casualty Group is also subject to litigation arising out of its general business activities such as its
contractual relationships. Plaintiffs in class action and other lawsuits against the Property and Casualty Group may
seek very large or indeterminate amounts, including punitive and treble damages, which may remain unknown for
substantial periods of time. The Property and Casualty Group is also subject to various regulatory inquiries, such as
information requests, subpoenas and books and record examinations, from state and federal regulators and
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authorities. See also the litigation risks associated with the Indemnity shareholder interest for additional discussion
of litigation risks.

The Exchange is dependent on the Indemnity to perform certain services, including sales, underwriting, and the
issuance of policies. Failure to perform these services effectively may have a material adverse effect on the
financial condition of the Exchange.

Pursuant to the attorney-in-fact agreements with the policyholders at the Exchange, the Indemnity is responsible for
performing key functions for the Exchange including management and operational services and related technology
systems. The Exchange has no employees, as the Indemnity employs all personnel related to performing operating
functions for the Exchange. In addition, the Board of Directors for the Indemnity has the responsibility for such
Exchange-related activities as setting the management fee paid by the Exchange to the Indemnity. As a result, the
business and financial condition of the Exchange would be materially adversely affected if the Indemnity was not
able to provide the necessary operating and management services required by the Exchange.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

The companies comprising the Erie Insurance Group share a corporate home office complex in Erie, Pennsylvania,
which comprises approximately 500,000 square feet and is owned by the Exchange.

The Erie Insurance Group also operates 24 field offices in 11 states. Eighteen of these offices provide both agency
support and claims services and are referred to as branch offices, while the remaining six provide only claims
services and are considered claims offices. Of these field offices, eight are owned by the Erie Insurance Group
(Indemnity owns three comprising approximately 40,000 square feet, the Exchange owns four comprising
approximately 43,000 square feet, and EFL owns one comprising approximately 22,000 square feet), while the
remaining 16 field offices are leased from unaffiliated parties, comprising approximately 104,000 square feet.

Item 3. Legal Proceedings
Reference is made to Item 8. “Financial Statements and Supplementary Data - Note 21, Commitments and

Contingencies, of Notes to Consolidated Financial Statements” contained within this report.

Item 4. Removed and Reserved

17