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Item S. Other Events and Regulation FD Disclosure

As previously disclosed, under the agreement governing the 1999 acquisition of Valley Group, Inc. ( VGI ), the Company was entitled to recover
90% of unfavorable development on VGI s pre-acquisition loss and loss adjustment expense reserves from the seller, White Mountains Insurance
Group, Ltd. ( White Mountains ) (formerly Fund American Enterprise Holdings, Inc.). Recovery was subject to a maximum limit of $50 million.
Such reserves have experienced unfavorable development, 90% of the amount of which exceeded the maximum recovery under the agreement.
Accordingly, the recoverable at March 31, 2004 was recorded at the maximum limit. The Company delivered a final reserve report to White
Mountains on March 7, 2003. On April 4, 2003, White Mountains responded to the Company and indicated, among other things, that it believed
that the final reserve report does not constitute an appropriate calculation of the [unfavorable development] and that White Mountains would not
pay Unitrin the amount indicated. An exchange of information between the parties ensued. The Company believed it had accurately calculated
the reserve amount in question and began pursuing resolution of the matter in accordance with the dispute resolution process provided in the
agreement.

On June 23, 2004, Unitrin and White Mountains entered into an agreement that settled this matter for substantially all of the amount that Unitrin
had previously recorded as a recoverable. On June 25, 2004, White Mountains paid the negotiated settlement amount to Unitrin. The effect of
the negotiated settlement is not material to Unitrin.
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