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KEMPER CORPORATION REPORTS FIRST QUARTER 2012 RESULTS

CHICAGO - (Business Wire) - Kemper Corporation (NYSE: KMPR) reported today net income of $43.6 million ($0.73
per share) for the first quarter of 2012, compared to net income of $51.5 million (S0.85 per share) for the first
quarter of 2011. Consolidated net operating income® was $33.4 million ($0.56 per share) for the first quarter of
2012, compared to consolidated net operating income of $36.1 million (50.59 per share) for the first quarter of
2011.

Three Months Ended

Mar 31, Mar 31,

(Dollars in millions, except per share amounts) (Unaudited) 2012 2011

Consolidated Net Operating INCOME! ...........cueueeereeeeeeeeeeeeeeeeeeeeeeeseseeseeeseeseeseseeseseeseesesseseesesssenesesens S 334 S 361
Income from ContinUING OPEratioNS .......cceeeiiiiiiieiieeertee e e eere e see e e st re e e e sate e e e enreeeeseaeeeennteeeesnnneas 36.3 45.0
= T g T ol o o = PP PPPPRPPRPIN 43.6 51.5

Basic Net Income Per Share From:

Consolidated Net OPerating INCOMET .......ve.evieeeeeeeeeeeeeeeeeeeeeeeeeee e es e eeeseseseseesese e eeneseseeseeeerenesene S 056 S 0.59
CoNtiNUING OPEIAtIONS ..eiiiiiiiiiiitii ettt r e st e e s e e s eba e e e s et e s s saraeeseanees 0.61 0.74
LA L=3 o g o] o =S 0.73 0.85

“Our team achieved solid progress in executing our strategy during the first quarter, resulting in improving trends
across our businesses and a strengthened capital base,” commented Don Southwell, President and Chief Executive
Officer. “Early in the second quarter, we successfully completed our rebranding efforts on the P&C business, which
will enable us to leverage our well-known brand in the marketplace.”

“Our Life and Health segment delivered solid results, while yields and earnings in the investment portfolio were
stable amidst the challenging interest rate environment. Within Kemper Preferred, our focus on targeted auto and
home customers, successful efforts to engage more independent agents and recent rate actions drove growth.
Additionally, the decisive actions we have been implementing at Kemper Direct positively influenced results, and
we continue efforts to move forward on additional improvements,” added Southwell.

“On the capital front, we repurchased nearly $20 million of common stock and are pleased with the return of
additional capital from Fireside. Efficient deployment of capital and improving returns remains a top priority, and
we are now targeting to repurchase up to $100 million in total during 2012,” said Southwell.

' Consolidated net operating income is an after-tax, Non-GAAP financial measure and is not computed in accordance with
accounting principles generally accepted in the United States. See “Use of Non-GAAP Measures” for additional information.



Highlights

e Earned premiums at Kemper Preferred increased approximately 1.5 percent, driven by a 7 percent
increase in the number of its home and auto package policies.

e Kemper Home Service implemented an average rate increase of 5.7 percent for new life policies in April
2012.

¢ Reserve National reported record first quarter earned premiums of $34.1 million and continued to make
substantial progress in its transition to policies less affected by national health care reform.

e Kemper Specialty grew its commercial auto earned premium over 4 percent in the quarter.

e Fireside completed the sale of a portion of its charged-off loan portfolio and successfully converted from a
bank to a general business corporation.

Capital

During the quarter, Kemper repurchased nearly 650,000 shares of common stock at a cost of $19.2 million and
paid dividends of $14.5 million. Kemper ended the quarter with a book value per share of $35.69 and book value
per share excluding unrealized gains on fixed maturities of $30.40, up from $35.13 and $29.70, respectively, at
year-end.

During the quarter, Kemper entered into a new $325 million, four year revolving credit agreement to replace its
$245 million revolving credit agreement that was set to expire in October of 2012.

With the conversion of Fireside from a bank to a general business corporation, Kemper successfully exited the
banking business and is no longer subject to federal and state banking regulations. Fireside returned an additional
$20 million of capital in April, bringing the total to $270 million.

Revenues

Total revenues were $611.2 million for the first quarter of 2012, compared to $641.2 million in 2011. Earned
premiums were $529.2 million for the first quarter of 2012, compared to $546.0 million in 2011. This decline is
largely related to Kemper Direct’s specific actions to improve its operating results.

Net investment income was $77.4 million in the first quarter of 2012, a $3.8 million decrease from 2011. Net
investment income decreased $6.4 million for the combined property and casualty operations, largely driven by
fluctuations of equity method funds’ performance and lower income from other equity securities. Net investment
income increased $3.0 million for the Life and Health segment, primarily from higher levels of fixed maturities and
fluctuations of equity method funds’ performance, offset by lower yields on fixed maturities. Consolidated net
investment income from equity method investments was $6.7 million in the first quarter of 2012, compared to
$10.0 million in 2011. The investment portfolio generated a pre-tax equivalent annualized book yield of 5.8
percent for the first quarter of 2012.



Segment Results

Unless otherwise noted, (i) the segment results discussed below are presented on an after-tax basis, (ii) prior-year
development includes both catastrophe and non-catastrophe losses and (iii) catastrophe losses exclude the impact
of prior-year development.

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) (Unaudited) 2012 2011
Segment Net Operating Income (Loss):

KEMIPEE PPEFEITEA .oveeveeieeie ettt ettt ettt ettt et e et e e eeaeeebe et e e b e easeetbesbsenbeenteensesasesaeesaeereenns S 104 S 11.3

[ pa] oT=T Y o T=Toi =1 1 AV SR UPPRRRE 4.1 4.4

L0 Yo T gl T =T 1 SRR (1.3) (3.9)

Life and HEalth INSUFANCE ....oiiiiiiiei et sttt e s be e st esabeesateesateesatees 27.8 30.0
Total Segment Net Operating INCOMIE .....oiii e e et e e e e e e et e e e e e e e s e e antaeeeaaesennns 41.0 41.8
Corporate and Other Net Operating LOSS .....cccvcivieiiieeriieiiieesieeseeesreeseeesreesaeeseseesaeessseessseessseesnseesnns (7.6) (5.7)
Consolidated Net Operating INCOME .......ccocuiiiiiiiie et et e e e e e tre e e s ette e e e ata e e eeasteeessseeeesnraeeennnes 334 36.1
Net Income (Loss) From:

Net Realized Gains on Sales of INVESTMENTS .......eooiiiiiiiiiiieee e 3.2 9.2

Net Impairment Losses Recognized in EArNiNGS .....c..cecccieeeiiiieeeiiieeeciiee e sree e et e e eeaere e s taeeeennee e eenes (0.3) (0.3)
Income from CONtINUING OPEIatioNS .....cvecveeirieiriirieiieiieeeteeeteeteeteereeeteesteesteeteeaeesaeesaeenssessenseessesseenseen S 363 S 450

Kemper Preferred reported net operating income of $10.4 million for the first quarter of 2012, compared to $11.3
million in 2011, driven by $2.4 million lower net investment income, offset by a $1.5 million improvement in
underwriting results on an underlying basis. The underlying combined ratio was 95.4 percent in first quarter 2012,
compared to 96.5 percent in 2011. Homeowners underlying combined ratio improved from lower non-catastrophe
weather losses. The personal auto underlying combined ratio increased, largely related to higher severity;
however, the first quarter 2011 underlying loss ratio was below historical trends.

Kemper Specialty reported net operating income of $4.1 million for the first quarter of 2012, compared to $4.4
million in 2011. The current quarter included $1.0 million lower net investment income and $0.6 million lower
favorable development, offset by a $1.1 million improvement in underwriting results on an underlying basis.
Kemper Specialty’s underlying combined ratio improved by 1.6 percentage points, which was driven by an increase
in average premium and lower frequency in personal auto liability lines.

Kemper Direct reported a net operating loss of $1.3 million for the first quarter of 2012, compared to $3.9 million
in 2011. The combined ratio on both an underlying and a reported basis improved compared to the prior year. The
current quarter results included $2.6 million higher favorable development, offset by $1.3 million higher
catastrophe losses and $1.3 million lower investment income. As previously-announced, the initiative to non-
renew all direct auto business in Michigan began on April 10, 2012, and will be largely completed by year-end.

Life and Health Insurance reported net operating income of $27.8 million for the first quarter of 2012, compared
to $30.0 million in 2011, which included a $4.1 million favorable reserve adjustment on a small block of policies.
This segment also benefited from a $2.0 million increase in net investment income in the current period.

Corporate and other net operating loss, consisting of interest and other expenses, as well as unallocated
investment income, increased $1.9 million for the first quarter of 2012. The current quarter results included $0.8
million higher pension expense, $0.3 million to refinance the revolving credit facility and higher other corporate
items.



Unaudited condensed consolidated statements of income for the three months ended March 31, 2012 and 2011
are presented below:

Three Months Ended
Mar 31, Mar 31,

(Dollars in millions, except per share amounts) 2012 2011
Revenues:
EQrNE@0 PrEMIUMS .eeeeeeeeeieeeeeeeeeeee e e e eeee e e et eeeeeeteeseeeaeeesasaeeesaasaeesaansaeesanseeessaseeesaaseeesasaeessaseeeseaneeesannees S 529.2 S 546.0
Net INVESTMENT INCOME ....eiiiiiiiii e e e e s 77.4 81.2
(04 T=T ol [ o Tolo T2 s =TT 0.2 0.2
Net Realized Gains on Sales of INVESTMENTS .......oiiiiiiiiiiiiieeeeee e 4.9 14.2

Other-than-temporary Impairment Losses:

Total Other-than-temporary IMpPairMENnt LOSSES .....ccuiiiieeieieieeeiteeecteeeteeerteeeteeesseesteessreesreesseesanes (0.5) (0.4)
Portion of Losses Recognized in Other Comprehensive (INCOME) LOSS ......cccvveevciieeeeciieeeeiieee e, — —
Net Impairment Losses Recognized in EArNINGS ......ccccveeieeiiieeeieesiieeerieesteeeseeesreeeseesreesseesreesseesnns (0.5) (0.4)
TOUAI REVENUES .....oouviiiiieiiieeciie ettt ettt ettt et ettt e st e e bt e e s bt e e sateesabe e s st e e sabeesateesabeesasaesabeesaseesaseesssnesns 611.2 641.2
Expenses:
Policyholders’ Benefits and Incurred Losses and Loss Adjustment EXPENSES .........ceeeevveeeivieeeeiiveeeennns 376.6 392.3
INSUIANCE EXPENSES ... s 162.4 166.1
Interest and OthEr EXPENSES ......eeiiiiiieieiiiieciiee ettt e eette e e staee e e tte e e eeaaaeeestaeeeesstaeesssaeeesntaeeeesseeesnseeas 21.8 19.7
TOUAI EXPENSES ....coniiiiniiiiiiietie ettt ettt ettt ettt ettt et s bt e s bt e e bb e e bt e e sbeeebe e e sse e e bt e e shbeenneeesbbeennneesnbeenneeens 560.8 578.1
Income from Continuing Operations before INCOME TaXeS.....cvvieeeiiieiiiiie e e 50.4 63.1
INCOME TAX EXPENSE «..eetiieiiiieeeeitee ettt e sttt e e sttt e s s te e e st teeeesataeessasaeeessbeeeessbaeesanseeesssseeesnnbeeesnsseessnsseeenn (14.2) (18.1)
Income from ContinUINg OPEIratioNS ............cccviiiiiiiiii i e rre e e e e e st e e e earee e eenneeas 36.3 45.0
Income from Discontinued OPErations ........c.coecueeiiieriiieiiieeit ettt st e s e sreesaree s 7.3 6.5
NEE INCOMIE .ottt ettt e et e e e ettt e s e aaeeesaneteseaateeesaaaeessasaeeseanteeesansaeessasaeeseasseeesanareessanenenan S 436 S 515

Income from Continuing Operations Per Unrestricted Share:

L2 T[S S 061 $ 074
[ D1 UL =Y N S 060 S 0.73

L2 T[S S 073 § 0.85
D1 UL =Y N S 072 S 0.84
Dividends Paid t0 Shareholders Per SRAre ..........oooeeei oottt ee e et e e e e e e s et e e e eereeeeseneees S 024 S 024



Unaudited business segment revenues for the three months ended March 31, 2012 and 2011 are presented
below:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2012 2011
REVENUES
Kemper Preferred:

EQrN@0 PrOMIUMS eveeeeieeeeeeeeeeeeeeeee e et teeeeeeee s et eeeaasaeessasaaeesaneeeesaasetesaasaeessanseeesanseeesaasneeesanseeesanneeesannees S 2150 $ 211.9

Net INVeSTMENT INCOME ... 10.9 14.2

(074 =T ol [ aTolo T3 1 1= T T PP P PP OPPPTRTN 0.1 0.1
TOtal KEMPEE PreferITEA ..ottt e e et e e e et a e e e et e e e e tbe e e s abbeeeeataeeesteeesansaeeeanseeeas 226.0 226.2
Kemper Specialty:

EQrNEd PrEMIUMS ..oiiiiiiiiieiieeeiee sttt ettt sttt st e st e st e s bt e s bt e s bt e s bt e e bt e sabeeebeesnbaeebaeebaeenseesases 106.8 112.4

Net INVESEMENT INCOME ...ttt e e ettt e e e e e et e e e e e s b et e e e e e e e snnreeeeeeeas 5.2 6.6

(@] 1 0 1T ol [ Tole 1o o[- R SRR SPPPPRRN — 0.1
ey 1 =T 0] o =T Y o 1Yol I-1 L Y S 112.0 119.1
Kemper Direct:

T g aTTe I o =T o o TTU T 0PSRN 47.0 59.9

Net INVESTMENT INCOME ...t e e s e e e e s mnreneeeeeas 3.6 53
o) |l =T 0] o =T D =T RSP S 50.6 65.2
Life and Health Insurance:

EQrNEd PrEMIUMS ..veiiiiiiiie ittt sttt ettt sttt e st e e st e s bt e s bt e s bt e e bt e sabeeebeesabaeebaeebaeenseesnses 160.4 161.8

Net INVESEMENT INCOME ...t e e ettt e e e e e s st e e e e e e e aaeb et e e e e e e ennnneeeeeeeas 55.7 52.7

(@] d o 1T ol [ Tole 1o o[- R PSPPSR OPPRRN 0.1 —
Total Life and Health INSUFANCE ..cocuiiiiieiiie ettt ettt et et st e st e e sabeesaeee s 216.2 214.5
TOtal SEZMENT REVENUES .......ooceeviiiieiiiei ettt eitee ettt e e ette e e ettt e e e e tbe e e stbee e e abaeeeestaeeeessaeesasteseeansaeeessseens 604.8 625.0
Net Realized Gains on the Sales of INVESTMENTS .....coocuiiiiiciiiie e e 4.9 14.2
Net Impairment Losses Recognized in EArNiNGS .....ccoccuvieieciiieiiieeeesieeeeeee e ste e e s seee e e seene e e sraeeeeneneesnnees (0.5) (0.4)
(01 1T PP PTPTOP 2.0 2.4
TORAI REVENUES ...ttt et ettt e ettt e e s ettt e e e st e e e e eaaeeesasaeeeesataeesansseeesasaeesesstaeesasseessaseneeas S 6112 S 641.2



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions)

(Unaudited)
Mar 31, Dec 31,
2012 2011

Assets:
Investments:

Fixed Maturities @t FAIr VAIUE .....oooceeieiieieeeeee ettt ettt e et e e sttt e e s s ba e e s enae e e seneeas S 4,787.7 S 4,773.4

Equity Securities at Fair VAlUE .......cccuueiiiiiieece sttt e e e e e e e e e e 429.6 397.3

Equity Method Limited Liability Investments at Cost Plus Cumulative Undistributed Earnings... 311.7 306.3

Short-term Investments at Cost which Approximates Fair Value.........cccceeveiniiiniiiniiinicenieene 364.2 247.4

Other INVESTMENTS ..eeeiiiiieiee ettt sttt st e st s e e st e e sabe e st e e sabeesabeesabeesaneens 499.0 498.3
TOTAl INVESTMENTS .eeiiiiiiiiiiiiiiee ettt e e eeb e e e e e e sbb b b e e e eeeseababeeeeeeesessbsbeeeeeessesarbaneeesens 6,392.2 6,222.7
(07 1 3 OSSR UPPI 128.7 251.2
Receivables from POICYNOIAELS ......o.eueeeeiiee et e s e e e eaae e e seneeean 378.4 379.2
OthEr RECEIVADIES ..oiiiiiiiieiiieese ettt et et e e st e e bt e e sbbeenbee e sateebaeessbeenbeeesaseenseas 210.5 218.7
Deferred Policy ACQUISITION COSES ....ccuiiiiiiiiieiieeiie ettt ettt et sar e sbe e e sbeeenee s 297.9 294.0
(CToTo Yo 1YY/ | PO P PP PPRPP PP 311.8 311.8
Current and Deferred INCOME TAX ASSEES ...iiiiiiiieiiiiirieeriteste et ste e seessbeeesaeessbaeesseeesbeeesseesnnes — 6.4
(0] 1 o [T XYY P PSPPI 250.9 250.7
TOTAI ASSEES .ot e e et e e e et e e e e et e e e e et e e e ee et eaene e et e aeae e et eaeeeanateaaneeanatenaneeanaeenaneeenreens S 79704 S 7,934.7
Liabilities and Shareholders’ Equity:
Insurance Reserves:

LIfE @N0 HEAIEN <.ttt e e e e e et e s e e eeeseaeee e e aeeesaaeseeesaneteesaseeesanneeeesaneens S 3,1178 $§ 3,102.7

Property @and CasUalty ......ccoeieiiiieiiieiieeste ettt ettt s be e e naee e 1,001.4 1,029.1
TOTAl INSUTGNCE RESEIVES ..vvvvveiieiiiiiiirieieeeeeeeittereeeeeeesebareeeeeeeeestbarereeeseeesstsareeeeseesstrareeeeeeesssrareeeeas 4,119.2 4,131.8
UNEAINE PreMIUMS ..eeiiiiiiiieieiiie ettt e ettt eite e e sttt e e s st e e s sttt e e sbbeeessabaeeseasbeeesabbaeesnabaeesaastaessasseeenns 668.3 666.2
RE] o111 A T=T e ol [ Tole Y0 o VI - D= USSR 18.2 6.2
Notes Payable at AMOItized COSt ....cuiiiieiiiie e cee et e e et e e e ear e e e st e e e eare e e ensaeeesnnaeeeas 610.8 610.6
Accrued Expenses and Other Liabilities .........uueeiiiiieoiiiieecee e e e e e 422.1 403.3
o] =1 IR E-] o111 A =T USROS 5,838.6 5,818.1
Shareholders’ Equity:
COMIMON SEOCK ettt et e e sttt e sttt e e e s bt e e s sabe e e sabaeessabaeeesnbeeesannaeas 6.0 6.0
Paid-in Cpital .eeeoeeeeieeiieee e sttt e st s bt e s bt e sa b e e e ab e st e e nareens 737.5 743.9
20 =TT 1Yo N o T o 1T Y= SR 1,126.2 1,108.7
Accumulated Other Comprehensive INCOME .......cooiiiiiiiiec e e e e ebrrae e e e e 262.1 258.0
Total Shareholders” EQUILY ...ccoveiiiieiiiiiieeie ettt sttt sttt st s e sbeeearee s 2,131.8 2,116.6
Total Liabilities and Shareholders’ EQUITY ......c.ecvveeeeireeiieiieieeseeete et v e eteeereesteesneereennesaeesreeneenns S 79704 S 7,934.7




Unaudited selected financ

ial information for the Kemper Preferred segment follows:

Three Months Ended

Mar 31, Mar 31,
(Dollars in Millions) 2012 2011
Results of Operations
NET PremiUMS WEIEEEIN .oeeiieeeeeeeeee et eeeee e e et e e e et e e eeeaeee s e eteeeaa et esaasaaeesaseeesassaeesaaseeesanseeesaaseeesaaseessareeens S 207.0 S 1996
Earned Premiums: -
AULOMODIIE oottt ettt b et et e b e te et e sbese et e sbeseetesbeseetesbeseetesbeseebesseseebesseseetessaneas S 1266 S 126.9
HOMEOWNEIS ..ttt ettt ettt e e e e ettt e e e s e aeb et e e e e e seaansbe e e eeeeseaannbeeeeeeesasnnreneeeeeaanannres 74.7 71.9
(04 o 1T ol =T 5o o -1 PSSR 13.7 13.1
TOtal EQrNEd PrEMIUMS ..coiiiiiiiieiiit ettt ettt sit e sttt e st e e sttt e sabeesateesabeesateesabeesaseesabeesaseesabaesaseesabaesnseesas 215.0 211.9
Net INVESEMENT INCOME ...ttt e e e e et e e e e e e e s bt e e e e e e e e annbreneeeeeesannnes 10.9 14.2
(0] d o 1T o T Tolo 1 o[PS 0.1 0.1
TOLAI REVENUES ..ottt ettt ettt et e s bt e bt e e bt e e sbt e e bt e e s bt e ebbeesabeesateesabeennseesnteennseenns 226.0 226.2
Incurred Losses and LAE related to:
Current Year:
NON-Ccatastrophe LOSSES @Nd LAE .......ccocciiiiiiiieeecieeeeetee st e e e e e e e ete e e snaeeessstaeesennseeesnseeeenssaeennnnns 145.0 145.5
Catastrophe LOSSES @N LAE .........oeeeiiiiieeeiiie ettt ettt e ettt e e ette e e e ste e e eetbe e e eeataeeesataeesesteeeensaeeesnsanaans 8.5 9.0
Prior Years:
NoN-catastrophe LOSSES @Nd LAE .......ccocciiiiiiiiee e ceiee e st e e e e e e e ete e e snte e e e sataeesenseeesnaeeeesnsaeennnnns (0.6) (1.1)
Catastrophe LOSSES @N LAE .........oeeeiiiiieeeiiie ettt ettt e ettt e e ette e e e ste e e eetbe e e eeataeeesataeesesteeeensaeeesnsanaans (0.3) (0.3)
Total INCUITEd LOSSES @NA LAE ....ooiiiiieeieiiieeeiieeeeetee s ttee e ettt e et e e e saae e e s stte e e ssaeaeessabaeeeesteeesnsnaeesnnseneenns 152.6 153.1
INSUFANCE EXPENSES .. s 60.3 59.0
(0] o1 = L uT oY= o o) ST RR 13.1 14.1
INCOME TAX EXPENSE «.eueiiieiiiiee ettt ettt e sttt e e sttt e e ste e e stteeeesataeessasaeeessbeeeessbaeesaasaeessnsseeesnnbaeesasseessnsseeenn (2.7) (2.8)
Segment Net OPerating INCOME .......vciiveeeeeeeeierecteeteeee et eeeete e e steereeaeeseeeesseesesseeseeseesseneesssetesseereeseeneenes S 104 S 113
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE RAtio .......cccceveiiiieieiiiii e tee e 67.4% 68.7%
Current Year Catastrophe Losses and LAE RatiO.......ccccuviiiiiiieeeiiiiieeeciee e eciiee et e e et e e eetae e e eaaeeeesateeaenns 4.0 4.2
Prior Years Non-catastrophe Losses and LAE RAtiO .....cievceieeiiiiiiieiiiie et s (0.3) (0.5)
Prior Years Catastrophe Losses and LAE RAtiO ......ccccceiiiciiereiiiieceiier e cieeeereee et e eneee e e e e e nne e e s (0.1) (0.1)
Total INncurred LoSS @and LAE RAtIO ..cccviiiieiiiiiiieiiitesieeiteestestes st estes s siee st saeesbe s saeessbesssaesabassnseesane 71.0 72.3
INCUITEA EXPENSE RALIO ...eiiuiiiiiiieiie ittt ettt ettt et s e st e st e st e st e e saseesbeesaneenas 28.0 27.8
(6e] 001 o1 aT=Te I 2= o R PP PP PTOPPOTPTTPRPP 99.0% 100.1%
Underlying Combined Ratio
Current Year Non-catastrophe Losses and LAE RAtio .......cccceviiiieeieiiii i seee e 67.4% 68.7%
INCUITEd EXPENSE RATIO .oiiiiiiieieiiie ettt et e e ettt e e ettt e e e etaee e s tbe e e e abaeeeeasaeeessbeeeeantaeesensseeessreeaan 28.0 27.8
Underlying CombINed RALIO .......eeiuiiiiiiiiieiiiete ettt ettt et e st e e sbne e saee e saneesaee e 95.4% 96.5%
Non-GAAP Measure Reconciliation
Underlying CombINed RALIO .......eiiiiiiiiiiieiieete ettt ettt et et e st e e bt e e saee e saaeesnee e 95.4% 96.5%
Current Year Catastrophe Losses and LAE RatiO......cccccueiiiiiiereiiiiieeesiee e eeees e sttee s et e e seee e snaee s e eeenes 4.0 4.2
Prior Years Non-catastrophe Losses and LAE RAtiO .......ccccuieeeiiiieeeiiii ettt e (0.3) (0.5)
Prior Years Catastrophe Losses and LAE RAtiO .....cccecuiriiiiiieiniiieeniiee e ceteeeriee e et e seee e s sveeessnee e e s (0.1) (0.1)
Combined Ratio @S REPOITEM ....c..viiiieiii e cieee et e et eeee e e e e et e e e eae e e stae e e este e e sessaaessnsaeeeanreeennnnns 99.0% 100.1%




Unaudited selected financial information for the Kemper Specialty segment follows:

Three Months Ended

. . Mar 31, Mar 31,
(Dollars in Millions) 2012 2011

Results of Operations

NE PremiUmS WITEEEN .o.vcuiiiiieeiiteietesteeete et te st e et st e et e st te b e ete st esesbesbeseetesbeseebesbeseetesseneesessesessansens S 117.7 S 1231
Earned Premiums: -
PEIrSONAl AULOMODIIE ..ottt e e et e e et e e e et e e e e aeeesaeee e e seeeeeaaeeesaaeeessaseeeseanneeesanees S 966 S 102.6
Commercial AULOMODILE ...couiiieiieieee ettt et ae e s e e b e s beeeaeesaree 10.2 9.8
TOtal EQrN@d PrEMIUMS ..ooiiiiiiieeiieesiteesite sttt ettt site e sttt sibe e sateesateesateesabeesateesabeesaseesabeesaseesaseesaseesasaesaseenas 106.8 112.4
Net INVESEMENT INCOME ...ttt ettt e e e e e ettt e e e e e e e s s bbbt e e e e e eesnbrbeeeeeeeaannes 5.2 6.6
(014 V=T ol [aTolo T3 1 TIPS PP T PP OTPTTPTOP — 0.1
TOLAI REVENUES ....eeeiiiie ittt ettt ettt ettt et e st e s bt e e bt e bt e et e e e ssbeenbeeesbbeebteesabeeateessbeenaseessteansneenns 112.0 119.1

Incurred Losses and LAE related to:
Current Year:

NoN-catastrophe LOSSES anNd LAE ........cccciiiiiiiiee et eetee e et e e e e tte e e saveeeesataeesentaeesnseeeenssseesannns 86.2 92.8
Catastrophe LOSSES @Nd LAE ....ccoiiiiiiiiiiiee ettt e ettt e e e e e et ba e e e e e e s e atbaa e e e e e e e nntaaeeaaeas 0.1 0.1
Prior Years:
NoN-catastrophe LOSSES aNd LAE ........cocciiiiiiiieecciiee et ete e e et e e eette e e save e e e s ataeeseasraeesnreeeesssseenannns (1.0) (1.9)
Catastrophe LOSSES @Nd LAE ....cooiii ittt ettt e e e e et e e e e e e et ta e e e e e e s e aabbaaeeaeesennrraaeaaaens 0.1 0.1
Total INCUITEd LOSSES @NA LAE ...ccuueiiiiieiieeiee ettt ettt sttt sttt st e st e sbe e sabe e sbeesabeesaneesabeesaneenane 85.4 91.1
INSUIANCE EXPENSES .o s 21.7 22.6
OPEIALING ProOfit ..eeiiiiiiii ettt e ettt e ettt e e e et e e e e e etb e e e eeateeeeeabaeeeesteeeseasaaeesabaeeeasseeeennes 49 5.4
INCOME TAX EXPENSE ..veiiuviieuiieeiieeiteeeiteeeteesteeesteesteesseesabaesaseesnseeanseesasaeanseesnseesnseesnseesnsessnsaesnsessseensseesns (0.8) (1.0)
Segment Net OPErating INCOME ......ccuiiviiieeriecreeeteetecee et st eteesteete et e eteeebe e beebeeebesasesaeesteesseenseesesnsens S 41 S 44

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE RAtio ........ccceeeiiiieieiiiii et 80.7% 82.5%
Current Year Catastrophe Losses and LAE RAtio.........ceeeiiieiiiiiiiiei ittt e e 0.1 0.1
Prior Years Non-catastrophe Losses and LAE RatiO ......c.cccvueeeuiieiieeiiiesie e see e sereenee e seesneeesvae e s (0.9) (1.7)
Prior Years Catastrophe Losses and LAE RtiO ......ccccceieiiuiiieeiiiieceiiie et e estee e et e e savee e e satn e e s nre e e snneas 0.1 0.1
Total Incurred Loss @nd LAE RATIO ...veiiiiiiiiiiiieceiet ettt sttt st e s st e e e ibe e e ssabae e s sbaeeeeas 80.0 81.0
Lo 1ol g g =Yo I 3 q =T g Y= = o J PRSP 20.3 20.1
(6o 001 o 11 T=Te [ 2= o RO TP TP 100.3% 101.1%

Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE RAtio ........ccceeiiiiieieiiiii et e 80.7% 82.5%
INCUrred EXPENSE RATIO .....cuiiiiiiiii ittt e e e e ettt e e e e e s e et b e s e e e e s e e aabaaaeeeeeessansaasaeaseesnnnses 20.3 20.1
Underlying CombinNed RAtIO ...ccccuiiiieeiiiiciiee ettt et e e et e e e e e srae e e esteeeennneeeeeneeeas 101.0% 102.6%

Underlying CombinNed RAtIO ...ccccuiiiieeiiiiciiee ettt et e e et e e e e e srae e e esteeeennneeeeeneeeas 101.0% 102.6%
Current Year Catastrophe Losses and LAE RatiO......ccccciveiiiiieeeiiiiieeciiee e ecitee e sttee e et e e eetae e e snreeeesenneeenes 0.1 0.1
Prior Years Non-catastrophe Losses and LAE RAtiO .......ccccueeeeiiiiieeiiii ettt e (0.9) (1.7)
Prior Years Catastrophe Losses and LAE RAtiO .....ccccccueieiciieeiiiiieieiies e scieeeesieeeeeetee s sneeeeesteeessnneeesnneas 0.1 0.1
Combined Ratio @S REPOITEM ....ccuviiiieiii ettt e e e e e et e e e et a e e e st e e e e ttaeeesssaeeesasaeeeesraeennnnes 100.3% 101.1%



Unaudited selected financial information for the Kemper Direct segment follows:

Three Months Ended

Mar 31, Mar 31,
(Dollars in Millions) 2012 2011

Results of Operations

NET PremiUMS WEIEEEIN .oeeeieeeeeeeeeeeeeeeee e e eeeee e et e eeeeeeesa e eeae et essasaeeesaseeesanseeesaaseeesanseeesaaseeesaaseeesareeens S 439 S 60.9
Earned Premiums: -
AULOMODIIE oottt ettt b ettt bese et e sbese et e sbeseebesbeseete b ese et e sbeseetesseseebesseseetesaaneas S 445 S 576
HOMEOWNEIS ..ottt ettt e e e ettt et e e e s et et et e e e se s nebe e e eeeesaaannbbeeeeeesaannreneeeeeaanannres 2.4 2.2
(01 o 1T ol =T 5o o -1 PSSR 0.1 0.1
TOtal EQrNEd PraEmMIUMS ..ooiiuiiiiieiite ettt ettt sttt sit e e st e e sate e sabeesateesabeesateesabaesateesabeesaseesaseesaseesaseesnseesas 47.0 59.9
Net INVESEMENT INCOME ...ttt e e e e et e e e e e e e s bbr e e e e e e e s aanbreeeeeeeesannnes 3.6 53
TOLAI REVENUES ....veeeiiiiee ettt ettt ee ettt e ettt e e sttt e e sttt e s s aatee e sabteeeesabeeesaasteeesssaeeeanbaeeessseeesnnsaeesansaeesan 50.6 65.2

Incurred Losses and LAE related to:
Current Year:

NON-catastrophe LOSSES aNd LAE .......coiiiiiiiiiiiieiee ettt ettt et sttt sn e s s neesbeesnee e 39.8 52.3
Catastrophe LOSSES @N LAE ........ooeiiiiiiiiieiiir et e ettt e e e tee e seer e e e st e e e st e s e sntaeeasstaeeeastesesnsneeesnsenanans 2.1 0.1
Prior Years:
NON-Catastrophe LOSSES @Nd LAE .......cooiiiiiiiiiieeeiiieeeeiee sttt et e e s sete e saee e e s snbaeessnteeesnseeesnnteeesnnnes (3.9) (0.1)
Catastrophe LOSSES @Nd LAE .........oeeiiuiiieieiiii ettt ettt e e e tee e see e e e sate e e e s ate e e snaaeessstaeeeennresesnenaeesnsenanans — 0.3
Total INCUITEd LOSSES @NT LAE ...oouvieiiiiiieeite et ciee ettt sieeete s s be e s be e sbeesabeessteesabeesnseessteesnsaesssessnseennne 38.0 52.6
INSUFANCE EXPENSES oottt s e e e s s abaa e s e e e s e sannes 15.6 20.1
OPEIATING LOSS weieiuiiieieitiiie ittt e e sttt e eette e e stteeeesateeesaseeeesnseeeesstaeeeansseeessseeeassteeeeansseeessseesassseneeanssesesnnsnes (3.0) (7.5)
INCOME TAX BENETIL ueiiiiiiiiii ettt sttt st e s be e s be e sbe e sbe e sabeesabeesabaesabeesnbaesnreesns 1.7 3.6
SEEMENT NEL OPEIALING LOSS .ueiiviiiiciieiiietieeteecteeteeteeteseesteesteesteeabeeaeeessesse e beesbeessesssesaeesssesseenseensesnsens S (1.3) $ (3.9

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE RAtiO ......ceecueeriiiriiieniieeniee et 84.7% 87.3%
Current Year Catastrophe Losses and LAE RatiO......cccccuviiiiiieriiieiieeeciee e ceeee e stee s et e e sevee e snaee s e snnneeenes 4.5 0.2
Prior Years Non-catastrophe Losses and LAE RAtiO .......ccccuieeeiiiieeeiiii ettt ettt e (8.3) (0.2)
Prior Years Catastrophe Losses and LAE RAtiO ......cccueeiiiiiieriiiiiieeie ettt e — 0.5
Total Incurred LoSS @and LAE RAtIO ..cccviiiieiiiiiiieeiie ettt ettt ettt st sat e st e s e e sabeesneenane 80.9 87.8
INCUITEd EXPENSE RATIO .oiiiiiiieieiiie ettt et e e ettt e e ettt e e e etaee e s tbe e e e abaeeeeasaeeessbeeeeantaeesensseeessreeaan 33.2 33.6
(0oTa0] o[ aT=Te I ¥ |« Lo TP 114.1% 121.4%

Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE RAtiO ......ccecueeriieriiieniieniie et 84.7% 87.3%
Lo Yol Yo I ] o= g YT =1 o R 33.2 33.6
Underlying ComMBINEA RATIO ...ccuueeviiiiieiniieiiiesit sttt st et sieeesiae e sateesaeeesbeeesaeeesaeeesaaeessseessseesssesnseeens 117.9% 120.9%

Underlying ComMBINEA RATIO ...ccuueeviiiiieiniieiiiesit sttt st et sieeesiae e sateesaeeesbeeesaeeesaeeesaaeessseessseesssesnseeens 117.9% 120.9%
Current Year Catastrophe Losses and LAE RAtiO......cccceiiuiiiieeriiiniie ettt 4.5 0.2
Prior Years Non-catastrophe Losses and LAE RAtiO .......ccccueeviiiiieieiiir e (8.3) (0.2)
Prior Years Catastrophe Losses and LAE RAtiO .......ccccvieiiuiieeeiiiieceiiee et eestee e e tte e e et e e e vaeeeeaae e e eanneas — 0.5
Combined Ratio @S REPOIEA ......oeiiiiiiieiiie ettt et st be e s bt s be e s b e neeeaneas 114.1% 121.4%



Unaudited selected financial information for the Life and Health Insurance segment follows:

Three Months Ended

. . Mar 31, Mar 31,
(Dollars in Millions) 2012 2011

Results of Operations

Earned Premiums:

L ettt ettt ettt ettt b e et be e et e e be e e be e e b e e e be e e be e e bee s beeeabee s beesabeesabeesbee s S 985 S 994

ACCIdent and HEAILH ..o.eeiii et ettt et e e s st e e st e e e sabe e e s s baeeenans 41.5 41.2

S o 01T N 20.4 21.2
TOtal EQrN@d PrEMIUMS ..ooiiiiiiieeiieesiteesite sttt ettt site e sttt sibe e sateesateesateesabeesateesabeesaseesabeesaseesaseesaseesasaesaseenas 160.4 161.8
Net INVESEMENT INCOME ...ttt ettt e e e e e ettt e e e e e e e s s bbbt e e e e e eesnbrbeeeeeeeaannes 55.7 52.7
[0 d o 1T ol T oo o [N TSR 0.1 -
TOLAI REVENUES ....eeeiiiie ittt ettt ettt ettt et e st e s bt e e bt e bt e et e e e ssbeenbeeesbbeebteesabeeateessbeenaseessteansneenns 216.2 214.5
Policyholders’ Benefits and Incurred LosSes and LAE ..........ccoouiiieeiiiii ittt e 100.6 95.5
INSUFANCE EXPENSES .o s 72.6 72.5
(0] o1 =TT oY= o 1 1 PSS 43.0 46.5
INCOME TAX EXPENSE ...euviiiiiiieeeeieeeeectit e e et ee e e ettt e e ettt e e eetteeeeeabaeeeesaeeeeasseeeeaasaeeeasssaessseaeeantaeseansssaesnsseeann (15.2) (16.5)
Segment Net OPerating INCOME ........cvcveveereerierecteeteeeeeeeeteeteeteeteeteeteeseesesseeseeseeteessessesesseetessseseeseeneenes S 27.8 S 300

Use of Non-GAAP Measures

Consolidated Net Operating Income

Consolidated Net Operating Income (Loss) is an after-tax, non-GAAP measure and is computed by excluding from
income (loss) from continuing operations the after-tax impact of 1) net realized gains (losses) on sales of
investments, 2) net impairment losses recognized in earnings related to investments and 3) other significant non-
recurring or infrequent items that may not be indicative of ongoing operations. Significant non-recurring items are
excluded when (a) the nature of the charge or gain is such that it is reasonably unlikely to recur within two years,
and (b) there has been no similar charge or gain within the prior two years. The most directly comparable GAAP
financial measure is income from continuing operations.

The company believes that Consolidated Net Operating Income (Loss) provides investors with a valuable measure
of its ongoing performance because it reveals underlying operational performance trends that otherwise might be
less apparent if the items were not excluded. Net realized gains (losses) on sales of investments and net
impairment losses recognized in earnings related to investments included in the company’s results may vary
significantly between periods and are generally driven by business decisions and external economic developments
such as capital market conditions that impact the values of the company’s investments, the timing of which is
unrelated to the insurance underwriting process. Significant non-recurring items are excluded because, by their
nature, they are not indicative of the company’s business or economic trends.
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A reconciliation of Consolidated Net Operating Income to Income from Continuing Operations for the three
months ended March 31, 2012 and 2011 is presented below:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) (Unaudited) 2012 2011
Consolidated Net Operating INCOME .......ccvivvieiiriereeeeeeeeeeteee et ere e et ee v e e eseeteeteeseeasesesesseeseesseseensenen S 334 S 361
Net Income (Loss) From:
Net Realized Gains on Sales of INVESTMENTS .......ooviiiiiiiiiieee e 3.2 9.2
Net Impairment Losses Recognized in EQrNiNGS ......ccccciiiieiiiieeeiieeeeeieeeeeteeeeesireeeesteee e staeeeeereeeenns (0.3) (0.3)
Income from ContinUING OPEratioNS .......cecevueeeereiieietisteeeresteeeresteseetesseseetesseseetesseseesesseseesesseseesesseseasens S 363 S 450

Consolidated Net Operating Income Per Unrestricted Share

Consolidated Net Operating Income Per Unrestricted Share is a non-GAAP financial measure, which is computed
by dividing Consolidated Net Operating Income by the weighted average unrestricted shares outstanding. The
most directly comparable GAAP financial measure is Income from Continuing Operations Per Unrestricted share-
basic.

A reconciliation of Consolidated Net Operating Income (Loss) Per Unrestricted Share to Income (Loss) from
Continuing Operations Per Unrestricted Share for the three months ended March 31, 2012 and 2011 is presented
below:

Three Months Ended

Mar 31, Mar 31,
(Dollars in Millions) (Unaudited) 2012 2011

Consolidated Net Operating Income Per Unrestricted Share......ccccooeccviiieiiii i S 056 S 0.59
Net Income Per Unrestricted Share FrOM: . ..coocuuviiiiiiiceireeee ettt e e e e estbaee e e e e e esenbbareeeeeeenas
Net Realized Gains 0N Sales Of INVESTMENTS ......eviiiiiiiiiiiiiiec ettt e e sabar e e e e eeas 0.05 0.15

Net Impairment Losses Recognized in EArNiNgS ........ccieceereviiieeeiiieeeeiee e seeeeeseteeeeseeee e snaeeeesssaeesnes — -

Income from Continuing Operations Per Unrestricted Share..........c.cooecueeeeeiiiiecciiee e e S 061 S 0.74

Book Value Per Share Excluding Unrealized Gains on Fixed Maturities

Book Value Per Share Excluding Unrealized Gains on Fixed Maturities is a ratio that uses a non-GAAP financial
measure. It is calculated by dividing shareholders’ equity after excluding the impact of unrealized net capital gains
and losses on fixed income securities by total Common Shares Issued and Outstanding. Book Value Per Share is the
most directly comparable GAAP financial measure. The company uses the trend in book value per share, excluding
the impact of unrealized net capital gains and losses on fixed income securities in conjunction with book value per
share to identify and analyze the change in net worth attributable to management efforts between periods. The
company believes the non-GAAP financial measure is useful to investors because it eliminates the effect of items
that can fluctuate significantly from period to period and are generally driven by economic developments,
primarily capital market conditions, the magnitude and timing of which are generally not influenced by
management. The company believes it enhances understanding and comparability of performance by highlighting
underlying business activity and profitability drivers.
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A reconciliation of the numerator used in the computation of Book Value Per Share Excluding Unrealized Gains on
Fixed Maturities and Book Value Per Share at March 31, 2012 and December 31, 2011 is presented below:

Mar 31, Dec 31,

(Dollars in Millions) (Unaudited) 2012 2011

Shareholders’ Equity Excluding Unrealized Gains .........cccceveeerieienienienie st e $1,8155 $1,789.2
Unrealized Gains and Losses 0N Fixed MatUrties .....ccccvvirieriiiinieiiie ettt siae s s 316.3 327.4
SNArENOIAEIS" EQUILY .veeviitieiieie e sttt ettt et e et et e et e et e s aae s teesbeesbeeabeeaseetaeebe e beenbeenseeasesaeesaeeseensenans $2,131.8 $2,116.6

Underlying Combined Ratio

Underlying combined ratio is a non-GAAP financial measure, which is computed by adding the current year non-
catastrophe losses and LAE ratio with the incurred expense ratio. The most directly comparable GAAP financial
measure is the combined ratio, which uses total incurred losses and LAE, including the impact of catastrophe
losses, and loss and LAE reserve development. The company believes the underlying combined ratio is useful to
investors and is used by management to reveal the trends in the company’s property and casualty insurance
businesses that may be obscured by catastrophe losses and prior-year reserve development. These catastrophe
losses may cause loss trends to vary significantly between periods as a result of their incidence of occurrence and
magnitude, and can have a significant impact on incurred losses and LAE and the Combined Ratio. Prior-year
reserve development is caused by unexpected loss development on historical reserves. Because reserve
development relates to the re-estimation of losses from earlier periods, it has no bearing on the performance of
the company’s insurance products in the current period. The company believes it is useful for investors to evaluate
these components separately and in the aggregate when reviewing its underwriting performance. The underlying
combined ratio should not be considered a substitute for the combined ratio and does not reflect the overall
underwriting profitability of our business.

Conference Call

Kemper will discuss its first quarter 2012 results in a conference call on Tuesday, May 8 at 11 a.m. EST. Kemper’s
conference call will be accessible via the internet and by telephone. The phone number for Kemper’s conference
call is 866.393.1565. To listen via webcast, register on-line at the investor section of kemper.com at least 15
minutes prior to the webcast to download and install any necessary software.

A replay of the call will be available through May 22, 2012 at 855.859.2056 using conference ID number 68614462.

More detailed financial information can be found in Kemper's Investor Financial Supplement for the first quarter of
2012 which is available at kemper.com.

About Kemper

Kemper is a diversified insurance holding company with subsidiaries that provide an array of products to the
individual and small business markets:

e Autoinsurance

e Homeowners insurance
e Rentersinsurance

e Lifeinsurance

e Health insurance

Kemper markets to its customers through a network of independent agents, brokers and career agents, as well as
directly to consumers.

Additional information about Kemper, including its filings on Forms 10-K, 10-Q and 8-K and its investor
supplement, is available by visiting kemper.com.
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Caution Regarding Forward-Looking Statements

This press release may contain or incorporate by reference information that includes or is based on forward-
looking statements within the meaning of the safe-harbor provisions of the Private Securities Litigation Reform Act
of 1995. Forward-looking statements give expectations or forecasts of future events, and can be identified by the
fact that they relate to future actions, performance or results rather than strictly to historical or current facts.

Any or all forward-looking statements may turn out to be wrong, and, accordingly, readers are cautioned not to
place undue reliance on such statements, which speak only as of the date of this press release. Forward-looking
statements involve a number of risks and uncertainties that are difficult to predict, and are not guarantees of
future performance. Among the general factors that could cause actual results to differ materially from estimated
results are those listed in periodic reports filed by Kemper with the Securities and Exchange Commission (the
“SEC”). No assurances can be given that the results contemplated in any forward-looking statements will be
achieved or will be achieved in any particular timetable. Kemper assumes no obligation to publicly correct or
update any forward-looking statements as a result of events or developments subsequent to the date of this press
release. The reader is advised, however, to consult any further disclosures Kemper makes on related subjects in its
filings with the SEC.

Source: Kemper Corporation

Contact

Investors: Diana Hickert-Hill 312.661.4930 or investor.relations@kemper.com

KEYWORD: ILLINOIS
INDUSTRY KEYWORD: INSURANCE EARNINGS

13



