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Horace Mann – the father of American public education
Horace Mann believed every child should receive a basic education, and as a
result worked hard to create a ladder of opportunity for millions of children.
We are proud to share his name.
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Financial Highlights
(Dollars in millions, except per share data)
Year Ended December 31,

2007

2006

2005

In November 1991, Horace Mann Educators Corporation completed an initial public offering of its common stock
at a price of $9 per share. The Company's common stock is traded on the New York Stock Exchange under the symbol
HMN. The following table sets forth the high and low sales prices and the cash dividends paid per share during the
periods indicated.

Operations
Insurance premiums written and
contract deposits

Market Price
$

974.7

$

969.4

$

972.6

Net income

82.8

98.7

77.3

Return on equity (1)

12.3%

16.7%

13.2%

Property & casualty
combined loss and expense ratio

91.9%

87.6%

95.6%

Experienced agents
Financed agents
Total career agents

569
221
790

588
260
848

600
255
855

Fiscal Period

High

Low

Dividend Paid

$ 23.23
22.11
22.88
22.18

$ 16.08
17.61
20.24
19.21

$ 0.105
0.105
0.105
0.105

$ 21.01
19.70
18.70
20.28

$ 17.75
16.36
16.05
18.05

$ 0.105
0.105
0.105
0.105

2007

Per share

Fourth Quarter
Third Quarter
Second Quarter
First Quarter
2006

Net income per share:
Basic
Diluted

$
$

1.92
1.86

$
$

2.29
2.19

$
$

1.80
1.67

Dividends paid
Book value (2)

$
$

0.42
16.41

$
$

0.42
15.25

$
$

0.42
13.51

Fourth Quarter
Third Quarter
Second Quarter
First Quarter

Financial position
Total assets
Short-term debt
Long-term debt
Total shareholders’ equity

$ 6,259.3
–
199.5
693.3

$ 6,329.7
–
232.0
657.1

$ 5,840.6
–
190.9
580.6

(1)

Based on 12-month net income and average quarter-end shareholders’ equity.

(2)

Before the fair value adjustment for investments, book value per share was $16.47 at December 31, 2007, $14.99 at December 31, 2006
and $12.85 at December 31, 2005.

Corporate Data
Corporate Office
1 Horace Mann Plaza
Springfield, IL 62715-0001
Telephone: 217-789-2500
Internet: www.horacemann.com
www.reacheverychild.com

Forward-looking information
It is important to note that the Company’s actual results could differ materially from those projected in forward-looking statements.
Additional information concerning factors that could cause actual results to differ materially from those in the forward-looking statements
is contained from time to time in the Company’s SEC filings. Copies of these filings may be obtained by contacting the Company or the SEC.

The Horace Mann Value Proposition
At Horace Mann, we strive to provide lifelong financial well-being for educators and their families through
personalized service, advice and a full range of tailored insurance and financial products.
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Annual Meeting
May 21, 2008
9:00 a.m.
President Abraham Lincoln
Hotel & Conference Center
701 East Adams Street
Springfield, IL 62701

Common Stock
HMEC Stock is traded on the
NYSE (HMN)
Transfer Agent
American Stock Transfer &
Trust Company
59 Maiden Lane
New York, NY 10038
Senior Notes
HMEC senior notes are traded
in the open market (HMN 6.05
and HMN 6.85)

Independent Accountants
KPMG LLP
303 East Wacker Drive
Chicago, IL 60601
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Additional Information
Additional financial data on
HMEC and its subsidiaries is
included in Form 10-K filed
with the Securities and Exchange
Commission. Electronic copies
of HMEC’s SEC filings are available
at www.horacemann.com.
Printed copies of SEC filings are
available upon written request from:
Investor Relations
Horace Mann
Educators Corporation
1 Horace Mann Plaza, C-120
Springfield, IL 62715-0001

Letter to Shareholders
In 2007, we continued to make progress to elevate
Horace Mann’s position as the insurance and
financial services company of choice among
educators. Our focus remains to grow the
business while maintaining strong profit margins
and providing a superior value proposition to our
attractive niche market. The two key thrusts of
our strategic direction — greater distribution
power and further differentiation within the
educator market — are fundamentally changing
our operations.

As a result, agents operating under ABM are
generating increased sales — particularly in the
auto line — and greater productivity than their
peers who have not moved to the new model.
Our ABM agents, in turn, are encouraged to
reinvest their profits into their operations by
bringing on board additional licensed producers
or office support staff. The increased support and
points of distribution enable agents to focus their
energies on deepening client relationships and
serving more clients in the educator market.

We continue to strengthen our distribution
capabilities through the ongoing transition to our
robust Agency Business Model (ABM). Our
differentiation strategy encompasses value-added
programs, benefits and product features specifically
designed to meet the needs of educators.

Market differentiation
supported by Horace Mann brand

Agency Business Model
strengthening distribution power
Since the launch of ABM in the fall of 2006, we’ve
continued to solidify its position as our primary
strategy to enhance agency productivity, reach
more educator clients and drive business growth.
Already, 200 agents have been through our Agency
Business School (ABS). A majority of them have
implemented many components of the model,
operating their own outside offices and utilizing
licensed producers and/or support staff. Agents
leave our school with a well-defined
comprehensive business plan and access to power
prospecting tools for attracting clients at both the
educator and school administrator levels. The
training program also incorporates the best
practices of our established needs-based selling
systems, focusing on the value the Horace Mann
brand brings to educators. We have also
developed programs that provide each ABS
graduate a dedicated Client Services advocate, as
well as appointment setting services, for a period
of time to aid in their transition to the new model.
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As we strengthen our distribution capabilities
through ABM, we are empowering our agents
with support tools and resources that differentiate
Horace Mann from the competition. These
initiatives to make Horace Mann stand out from
other providers in the educator market were
further enhanced in 2007 by the repositioning
of the Horace Mann brand.
As emphasized by our new logo, the most
comprehensive branding initiative in the history
of Horace Mann embraces our roots as being
Founded by Educators for Educators. Every day,
we’re delivering a clear and consistent brand
message, which is supported visually by a distinct
look and feel specifically designed for our niche
market. Our employees, particularly in Claims
and Client Services, are modeling behavior in
customer interactions to make our Brand Beliefs
come alive at all points of contact.
In tandem with these branding efforts, our market
differentiators focus on adding value for educators
through our products and services. During 2007,
we continued to attract more educator clients
through the convenience of auto insurance payroll
deduction and the auto pricing benefits realized
through our Educator Segmentation Model (ESM).
We effectively doubled our number of school
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district auto payroll slots, with 11 percent of new
auto units in 2007 utilizing this payment option.
Since its introduction in 2005, we’ve implemented
our Educator Segmentation Model in 30 states
— representing 70 percent of our auto volume —
enabling us to provide more competitive rates
to educators.
We also continued to deliver added value to our
educator clients through several product
enhancements. Available in 43 states, our Educator
Advantage® Endorsement provides special features
and benefits for all educator auto clients at no extra
cost. Such benefits include a lower deductible for
vandalism losses on school grounds and liability
coverage for the transportation of students.
Similarly, in the fall of 2007, we partnered with
a leading identity theft resolution firm to provide
Identity Fraud Advocacy Services in 40 states as
a no-cost endorsement for educators who have a
Horace Mann property policy. And, we partnered
with Cross Country Motor Club to offer our clients
an option for additional roadside assistance that
complements their Horace Mann auto coverage.
We are also differentiating our company through
image programs and partnerships with the National
Education Association (NEA) and other education
associations catering to specialized professions
within our market, such as the American
Association of School Administrators (AASA).
Our Young Educator Program helps foster lifelong
client connections with young teachers by providing
assistance in understanding the features of their
insurance policies and annuity contracts, as well as
product features designed to meet their needs. And,
our ongoing relationships with the NEA Foundation
and the Abraham Lincoln Presidential Library and
Museum enable us to offer scholarships, awards and
learning opportunities to deserving educators across
the country.
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Service initiatives lend vital support
Coupled with the distribution power of ABM and
our key market differentiators, our focus on
exceeding the service expectations of our clients
completes the positive brand experience we strive
to deliver. At the forefront of our service
philosophy is our Client Choice service strategy,
which offers our clients more options for point
of contact and assistance.
Through Client Choice, customers now have the
option to check the status of their property and
casualty (P&C) claims online. Additionally,
refinements to our Advanced Claim Environment,
such as our Express Service program for roadside
repairs and our A+ auto repair shop program, are
designed to improve customer satisfaction through
prompt service delivery with higher quality levels.
We’ve also positively positioned our capabilities
to ensure that both our school districts and our
annuity clients are prepared to comply with the
403(b) regulation changes finalized in 2007. We’ve
firmly grounded Horace Mann as a reliable and
comprehensive resource for school administrators,
providing hands-on assistance through our agents,
as school districts develop their required responses
to new IRS regulations. This positioning was
further strengthened by our recent partnership
with the AASA, becoming one of four companies
co-sponsoring their 403(b) regulations resource kit
for school district executives and administrators
across the country.
On the information technology front, we began
implementing a new P&C administration system
in 2007 to streamline the underwriting and rating
process for new business and provide clients a more
professional experience at the point of sale. We have
successfully piloted the initiative in Virginia and
Colorado and plan to roll out the system in the
remaining states over the next two years,
significantly improving agent efficiency and,
ultimately, our cost structure.
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2007 financial results remained strong
The advancement of our ongoing business strategy,
with its emphasis on distribution and
differentiation, was accompanied by continued
positive bottom line results in 2007, including:
• The second highest earnings per share in our
company’s history in terms of net income
before realized investment gains and losses
(following our highest level on record in 2006);
• continued strong profit margins;
• solid book value growth; and
• favorable total shareholder returns relative
to our industry peers.
Our property and casualty segment was a major
contributor to overall profitability, as advances in
our claims handling capabilities helped control
claim costs. While current accident year results were
pressured by the force of the underwriting cycle,
favorable prior years’ reserve development
continued during 2007 at a level comparable to
2006. Catastrophe losses were greater than in the
prior year, but the effectiveness of our CAT Central
and Large Loss claims handling units moderated the
impact catastrophic events such as the California
wildfires had on our bottom line, while enabling us
to more quickly serve our clients at critical times in
their lives. Our strategy continues to reflect actions
to mitigate our risk exposure in catastrophe-prone
coastal areas and increase our client base in the
heartland to diversify and reduce our risk profile.
For the annuity and life segments, 2007 earnings
exceeded our expectations. Annuity earnings
finished well ahead of prior year, driven by
increased investment spreads and contract charges.
Life earnings also increased, reflecting both
growth in investment income and favorable
mortality experience.
Additionally, our conservative, well-diversified
investment portfolio, with an overall quality rating
of AA-, has substantially mitigated the impact
on Horace Mann of the volatility of the financial
markets. Realized investment losses totaled only
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$2.2 million after tax in 2007, and our exposure
to the higher-risk sub-prime and “Alt-A” mortgage
security asset classes at December 31, 2007 was
minimal — representing only 0.2 percent of total
investments.
Total premiums written and contract deposits
for the full year increased slightly, as growth in
scheduled annuity deposit receipts and higher
average property premium per policy were offset
by decreases in annuity rollover deposits, lower
average auto premiums, and higher P&C catastrophe
reinsurance premiums.
While total new auto sales units were equal to 2006
levels, reflecting the negative impact of underwriting
restrictions in Florida, we’ve seen a meaningful
productivity lift — 3 to 4 percentage points
countrywide — in units sold to new auto
policyholders from agents graduating from our
Agency Business School. The quality of our P&C
book of business continues to improve, with the
ratio of educator business representing
approximately three-fourths of our auto and
property policies in force.
Annuity new contract deposits received increased
4 percent for the year, while annuity accumulated
account values also increased by 4 percent. The new
IRS 403(b) transition rules contributed to declines
in single premium and rollover deposits, but our
core flow business — scheduled deposits from
current payroll slots — continues to grow steadily.
Life insurance premiums and contract deposits
decreased slightly compared to the prior year.

Revenue, policy growth key
to continued success in 2008
With our bottom line stabilized and a solid balance
sheet, we are poised to focus on delivering profitable
new business growth in 2008 while improving the
retention of our established book of business.
Distribution power and differentiation will continue
to be the driving forces of growth, with further
expansion of ABM defining the next generation
of Horace Mann agents.
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The ABM infrastructure continues to remove
capacity constraints that once limited our agents’
business growth capacity. In 2008, we plan to
further capitalize on the potential of our agents
serving under ABM by introducing a new exclusive
agent contract and compensation plan designed
to further advance their ability to operate their own
agencies. We also plan to begin recruiting new
agents directly into ABM in both new and
established markets by the end of the year.
In support of ABM, we plan to broaden pilot
programs that have successfully boosted distribution
power in attractive markets with the most growth
potential. Targeted advertising in state association
publications, a vigorous focus on strengthening
gatekeeper relationships, and apprenticeship
programs in the field for our agents have proven
successful in accessing new markets.
Our service improvements will evolve around the
acceleration of our strategy to bring Client Choice
to our customers. Further expansion of online
service options will put more power in our clients’
hands. Also, we plan to continue the roll-out
of our new P&C administration system in 2008
to additional states representing over 50 percent
of countrywide auto premium, and we expect
to complete the implementation of our Educator
Segmentation Model for auto insurance pricing.
We realize the current headwinds of the personal
lines P&C underwriting cycle and competitive sales
environment will continue to present challenges in
2008, particularly in the auto line. We are prepared
to meet these challenges head-on — taking rate
actions when necessary — while enhancing the
value our agents bring to our market segment.
Our strategy calls for continued implementation
and refinement of ESM and development of a
similar model for property, with that rollout
expected in 2009. We also anticipate our claims
organization will continue to favorably control P&C
claims severity.
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Market access will also play a key role in driving
business growth. We’re proactively working to
retain our current annuity payroll slots and gain
access to more school districts in the new 403(b)
environment. Toward that end, we’ve just
introduced a new group annuity platform, which
provides administrators the flexibility to tailor their
retirement offerings to meet the specific needs of
their employees. We believe we have taken all the
steps, through our products as well as our service,
to remain highly competitive in the 403(b) market.
By leveraging Horace Mann as an expert in
educating and advising the educator market, we’ll
be better positioned to dominate our target market
and realize the company’s full potential. As more
educators are introduced to the Horace Mann
experience through the distribution power of ABM,
heightened differentiation and our brand initiatives,
we anticipate further growth in pure new business
as well as total policies in force through successful
cross-selling.
In 2008, we will strive to exceed our clients’
expectations, delivering a consistently high level
of satisfaction and a positive brand experience
with every point of contact. We also believe we
can achieve profitable top-line growth while
safeguarding our financial stability, all designed
to deliver exceptional value to our shareholders,
clients and employees.

Joseph J. Melone
Chairman of
the Board of Directors

Louis G. Lower II
President &
Chief Executive Officer
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