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Kemper Corporation Reports First Quarter 2013 Results

CHICAGO - (Business Wire) - Kemper Corporation (NYSE: KMPR) reported today net income of $58.4 million (51.00
per share) for the first quarter of 2013, compared to $43.6 million ($0.73 per share) for the first quarter of 2012.
Consolidated net operating income® was $42.3 million (50.72 per share) for the first quarter of 2013, compared to
$33.4 million ($0.56 per share) for the first quarter of 2012.

Three Months

Ended
Mar 31, Mar 31,
(Dollars in millions, except per share amounts) (Unaudited) 2013 2012
Consolidated Net Operating INCOME! .........uvieiveeeeeeeeeeeeeeeees e s s s ees s ees et ees s seese s eeseeseeeneeean S 423 S 334
Income from ContinUING OPEIatioNS ......c.veeeciiiiieiiiieeeiee e eeee e eree e e et e e s eree e e ssntreeesntaeeesnaeeesnseeesanseeeesnnens 58.6 36.3
[N = A [Tl o = PO O PP PUPRPPRPIE 58.4 43.6
Basic Net Income Per Share From:
Consolidated Net OPerating INCOMET ......v. o eveveeeeeeeeeeeeeeeeeeeeeeeee e eeeeeeeee e eeseeeseeseeeseeseeseseseeeesseeeeseeneeas S 072 S 0.56
CoNtiNUING OPEIAtIONS .eoiiiiiiiiiiiieiiiee ettt s e s b e e s r e e e s sabe e e s s et e s s saeeesanraeeeas 1.00 0.61
NEE INCOME ettt ettt e e e s e et e e e s e r e e e e e e s e semnanereeesesennnnnee 1.00 0.73

“We are pleased with Kemper’s results in the first quarter, as net operating income per share increased 29 percent
year-over-year,” said Donald G. Southwell, Kemper’s Chairman, President and Chief Executive Officer. “The overall
property and casualty group’s underlying combined ratio improved 3 percentage points based on our strategic
actions to implement rate increases, tighten underwriting and reduce expenses. Higher than planned retention
and favorable reserve development led Kemper Direct to positive results in the first quarter of 2013. We continue
to expect positive earnings from the run-off as we implement rate increases and further optimize operations.”

“In the Life and Health Insurance segment, the on-going low interest rate environment, coupled with higher
benefits and other expenses, presented challenges in the quarter. However, we expect full year results for this
segment to be comparable to last year’s results,” commented Southwell.

“Overall, our high quality investment portfolio performed well in the declining interest rate environment, as net
investment income increased from higher returns on equity method investments and a higher investment base,”
concluded Southwell.

' Consolidated net operating income is an after-tax, non-GAAP financial measure. See “Use of Non-GAAP Financial Measures”
for additional information.



Highlights

¢ Net operating income per share increased 29 percent, to $0.72 per share, in the first quarter of 2013,
compared to 2012.

e Kemper Preferred posted a 2.4 percentage point improvement in the year-over-year homeowner
underlying loss results, driven by the impact of rate increases and underwriting actions, as well as a
decline in non-catastrophe weather losses.

e Kemper Specialty continued to see improved year-over-year underlying loss results in personal auto, as
continued rate actions and pricing segmentation efforts take effect.

e The investment portfolio continued to produce solid returns for the quarter. The pre-tax equivalent
annualized book yield for the first quarter of 2013 was 5.8 percent.

e Kemper returned $20.5 million of capital to shareholders in the first quarter of 2013 through share
repurchases and dividends.

Capital

During the first quarter of 2013, Kemper repurchased approximately 210,000 shares of common stock at a cost of
$6.5 million and paid dividends of $14.0 million.

Year-to-date through April, Kemper repurchased approximately 500,000 shares of common stock at a cost of $15.6
million.

Kemper ended the quarter with a book value per share of $37.25, and a book value per share excluding net
unrealized gains on fixed maturities of $31.55, up from $36.98 and $30.62, respectively, at the end of 2012.

At the end of the first quarter, the holding company held cash and investments of $187.4 million, and its $325
million revolving line of credit was undrawn.

Revenues

Total revenues were $615.9 million for the first quarter of 2013, compared to $611.2 million in 2012, and
increased primarily from higher net realized gains on sales of investments, offset by lower earned premiums. Net
realized gains on sales of investments increased $22.0 million as the company sold $138.5 million of corporate
bonds in conjunction with a comprehensive review of the prospects of each issuer in the Company’s publicly
traded bond portfolio. Earned premiums decreased $19.3 million, predominantly from planned reductions at
Kemper Direct and Kemper Specialty.

Net investment income was $80.8 million in the first quarter of 2013, a $3.4 million increase from 2012, driven by
higher returns on equity method investments and higher levels of investments. Net investment income increased
$5.4 million for the combined property and casualty operations, largely due to higher returns on equity method
investments and higher income from other equity interests. Net investment income decreased $2.7 million for the
Life and Health Insurance segment, largely from lower returns on equity method investments and a lower yield.
The portfolio generated a pre-tax equivalent annualized book yield of 5.8 percent for the first quarter of 2013.

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, (iii) catastrophe losses exclude the impact of
prior year development and (iv) underlying loss ratio includes loss and loss adjustment expenses.



Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) (Unaudited) 2013 2012
Segment Net Operating Income (Loss):

[ 42T oL G A=Y =Y A L= ISR S 188 S 10.4

KEMPEE SPECIAITY oottt et e s b bt e sat e e sat e e s e e e ene e e saneennee s 3.5 4.1

(=T 0] 0Tl 11 Yot SRS S 6.7 (1.3)

Life and HEalth INSUMANCE ....ciiiiiiiii ettt sttt st e s be e st e e st e e sabe e sbeesateesaneesaseas 21.2 27.8
Total Segment Net Operating INCOME ......oiuiiiiiiiiieeet ettt et b e e saee s esnee e 50.2 41.0
Corporate and Other Net Operating LOSS .......ccccuiieiiiieeieiiieeesiieeeeetreeescaeeessveeeestaeeesnsaeessssaeesessesesnes (7.9) (7.6)
Consolidated Net Operating INCOME ........uuiiiiiii i e e e e e e e e e e s eabae e e e e e s e santaaaeaaeas 42.3 334
Net Income (Loss) From:

Net Realized Gains on Sales of INVESTMENTS ...cc.uviiiiiiiiiiiiirieerere e 17.5 3.2

Net Impairment Losses Recognized in EArNiNGS .....c..cocccieieiiiiieeeiiiee et ettee e et e eetee e s vaeeeesaree e eaneas (1.2) (0.3)
Income from ContinUING OPEIatiONS .....cecceeiiieiiieiieiieceeee e e ette et e te e be e teebeseesaeesaeesreebeesresssesseesseas S 586 $§ 363

Kemper Preferred reported net operating income of $18.8 million for the first quarter of 2013, compared to $10.4
million in 2012. Results improved $8.4 million primarily from $4.7 million higher favorable prior year reserve
development, $2.5 million higher net investment income and $1.0 million lower catastrophe losses. The underlying
combined ratio of 95.3 percent was essentially flat compared to 2012, as improvements in the homeowners and
other personal insurance lines were offset by a deterioration in auto. The homeowners underlying loss ratio
improved as higher average premium rates, lower fire losses and lower non-catastrophe storm losses were
partially offset by higher covered water related losses. The auto underlying loss ratio deteriorated as higher
average premium rates were more than offset by higher severity for bodily injury and higher frequency and
severity for collision coverages.

Kemper Specialty reported net operating income of $3.5 million for the first quarter of 2013, compared to $4.1
million in 2012. The current quarter’s results included $0.7 million higher catastrophe losses and $0.4 million of
adverse prior year reserve development, compared to $0.6 million of favorable prior year reserve development in
2012. Kemper Specialty’s underlying combined ratio improved to 100.4 percent in the first quarter of 2013,
compared to 101.0 percent in 2012. The underlying loss ratio improved 1.4 points to 79.3 percent, driven by higher
average premium rates in personal auto. The expense ratio increased 0.8 percentage points, largely related to
Kemper Specialty’s investment in technology.

Kemper Direct reported net operating income of $6.7 million for the first quarter of 2013, compared to a net
operating loss of $1.3 million in 2012. The combined ratio improved due to a lower underlying combined ratio,
$1.4 million higher favorable prior year reserve development and $1.0 million lower catastrophe losses. The
underlying loss ratio improved 12.0 percentage points to 72.7 percent, largely from higher average premium rates
and lower severity in liability coverages. The expense ratio decreased 7.1 percentage points to 26.1 percent, driven
by lower marketing and related policy acquisition expense, reduced headcount and employee related accrual
adjustments.

The Life and Health Insurance segment reported net operating income of $21.2 million for the first quarter of
2013, compared to $27.8 million in the prior year. The $6.6 million decrease is driven by a $5.3 million decrease in
the profitability of life insurance products and a $1.1 million decrease in the profitability of accident and health
products. The decrease in net income from life insurance products is primarily attributed to higher non-
commission insurance expenses, lower returns on investments, due to declining portfolio yields, and higher
mortality rates. The lower profitability on accident and health insurance products is primarily due to higher
morbidity and initial start-up expenses to expand distribution channels at Reserve National.

Corporate and Other net operating loss increased $0.3 million for the first quarter of 2013, largely related to
higher retirement benefits and other corporate expenses, partially offset by higher unallocated investment
income.



Unaudited condensed consolidated statements of income for the three months ended March 31, 2013 and 2012
are presented below:

Three Months Ended
Mar 31, Mar 31,

(Dollars in millions, except per share amounts) 2013 2012
Revenues:
EQrNE@O PrOMIUMS woeeeeeeeeeeeeeeeeeeee et eeeeee e e e teeeeeuteeseeeaeeesasaeeesaasaeesaassaeesanseeessaseeeseanseeesaseeessaseeessaneeesanees S 5099 S 529.2
Net INVESTMENT INCOME ....eiiiiiiiii e s e e e s 80.8 77.4
(04 =T ol [ o Tolo T s =T U 0.2 0.2
Net Realized Gains on Sales of INVESTMENTS .......eiiiiiiiiiiiiieeeee e 26.9 4.9

Other-than-temporary Impairment Losses:

Total Other-than-temporary IMpPairMeENnt LOSSES .....ccuieiieriererieeiieeerieeeiteeerteeeteeesteessreessreesnreesnseesanes (2.4) (0.5)
Portion of Losses Recognized in Other Comprehensive INCOME ........cccvviieeiieeiciiiee e 0.5 —
Net Impairment Losses Recognized in EArNINGS ....c.cccveeieeriieeeieesiieeeireesieeeseeesreesseesraesseesseeeseesnnes (1.9) (0.5)
TOUAI REVENUES ....couviiiiiiiiie ettt ettt ettt ettt ettt e e st e ettt e s bt e e sateesabe e s st e e ssbeesateesabeesasaesaseesaseesaseensseens 615.9 611.2
Expenses:
Policyholders’ Benefits and Incurred Losses and Loss Adjustment EXPENSES .........ceeeevveeervieeeeiiveeennns 349.2 376.6
INSUIANCE EXPEINSES ... s 158.3 162.4
Interest aNd OthEr EXPENSES ......eeiiiciiieieiiiieciie e ettt e ee e e e sttee e e tte e e eeaaaeeesasaeeeestaeesssaaeesntaeeeansseeesnsnens 23.8 21.8
TOUAl EXPENSES ..ottt ettt ettt ettt ettt ettt et e bt e e bt e bb e e bt e e sbe e e bt e e sse e e bt e e smteenseeesbbeennneesnbeennneeas 531.3 560.8
Income from Continuing Operations before INCOME TaXES ........coeveiiiiiiiiiee e s 84.6 50.4
INCOME TAX EXPENSE «..eetiieiiiiee ettt ettt e ettt e e st e e e ste e e sttt e e esateeessasaeeessseeeesabaeesnaseeesssteeesnnbaeesnnsseessnsseeenn (26.0) (14.2)
Income from ContinUING OPEratioNS ...........cocciiiiiiiiii et e e s re e e e s tae e e entae e eenneeas 58.6 36.3
Income (Loss) from DiscontinuUed OPEratioNns ........ccueccueeeieeeciereiieeeeeseeereeereeeesteesseeeeseeesseeeseesssaeesees (0.2) 7.3
INEE INCOMIE .ottt et e et e e e ettt e s eeaeeeesaneteeeaaeeeesasaeessasaeesaasseeesansaeeesasaeeseasseeesanareessaneeenan S 584 S 436

Income from Continuing Operations Per Unrestricted Share:

L2 T[S S 1.00 § 0.61
[ D1 UL =Y TN S 1.00 $ 0.60

L2 T[RRI S 1.00 § 0.73
D1 UL =Y N S 1.00 $ 0.72
Dividends Paid t0 Shareholders Per SRAre ..........oooooeee et eee e et 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, 2013 and 2012 are presented
below:

Three Months Ended

Mar 31, Mar 31,

(Dollars in Millions) 2013 2012
REVENUES
Kemper Preferred:

EQrN@0 PrOMIUMS eveeeeeeeeeeeeeeeeeeee e e eeeteeeeeeee s et eeeaasaeessaeaaeesanseeesaasetesaasaeessanseeesanseeesaasaeeesasseeesannseesannees S 219.2 $§ 215.0

Net INVeSTMENT INCOME ..o 15.0 10.9

(074 =T ol [ o olo T3 1 1= T T PP P PP PPRPRRN 0.1 0.1
TOtal KEMPEI PreferT@A ..ooeeeeieeeeeee ettt e e et e e e et e e e et e e e e tbe e e e abaeeeeabaaeeesbeeesnnsaseeansreeas 234.3 226.0
Kemper Specialty:

EQrNEd PrEMIUMS ..oiiiiiiiiieiieeeiee ettt ettt st st e st e st e s bt e s bt e s bt e e bt e s bt e e bt e sabeeebeesabaeebaeenbaeensaesnses 99.2 106.8

Net INVESEMENT INCOME ..t e e e et e e e e e s et e e e e e e s e b e e e e e e e e e snnreneeeeeas 6.3 5.2

(@] 1 o 1T o [ Tolo o o[- R PSPPSR OPPRN 0.1 —
ey 1 =T 0] o =T Y o 1Yol I- L Y S 105.6 112.0
Kemper Direct:

T g aTTe I o T o o TTU T SRR 33.7 47.0

Net INVESTMENT INCOME e e e e s e e e e s nnreeeeeeeas 3.8 3.6
o) |l =T 10] o =T D =T USRS 37.5 50.6
Life and Health Insurance:

EQrNEd PrEMIUMS ..oeiiiiiiiiiiieeeiee sttt ettt sttt st s e s bt e st e s bt e s bt e s bt e e aeesabeeebeesnbbeensaeebaeensaesnses 157.8 160.4

Net INVESEMENT INCOME ...ttt e ettt e e e e e e et e e e e e e e e aneb et e e e e e e esnnreeeeeeeas 53.0 55.7

(@] d o 1T ol [ Tole 1o o[- RSP SPOPPRR — 0.1
Total Life and Health INSUFANCE ..cocuiiiiiiiiieeee ettt sttt st st e st e e sabeesaeee s 210.8 216.2
TOtal SEGMENT REVENUES .......coceeeiieieiiiei ettt ectee ettt e et e e ettt e e e ettt e e e etbee e e tbeeeeessaeeeesseeessteeeeansaeeesnssneas 588.2 604.8
Net Realized Gains on the Sales of INVESTMENTS .....coicuiiiiiiiiie e e e 26.9 4.9
Net Impairment Losses Recognized in EArNiNGS .....cccccuveeeeciireiiiiee e sieeeeree e stee e et e e seeae e sraeeeesneaeesnnes (1.9) (0.5)
(01 V=T TS PR UPTPROP 2.7 2.0
TORAI REVENUES ...ttt e e ettt e e ettt e e st e e e st e e e e eaaeeesaaaeeeesataeesanaseeesseeesesstasesansseessaseeeeas S 6159 S 611.2



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Dollars in millions)

Assets:
Investments:
Fixed Maturities @t FQir VAIUE ......cociiiiiiieeeiie ettt sttt e s sbae e s st e e s
Equity Securities at Fair VAlUE .......cccuueiiiiiieece sttt e e e e e e e e e e
Equity Method Limited Liability Investments at Cost Plus Cumulative Undistributed Earnings...
Short-term Investments at Cost which Approximates Fair Value.........ccccceevieeniiiniiiniiinieenieee
Other INVESTMENTS ..eeeiiiiieiee ettt sttt st e st e s e e st e sabeesabeesabeesabeesabeesaneens
TOLAl INVESTMENTS .vviiiiiieiieeie ettt ee et s e e sbe e e s bee e s bt e e s bteesateesateesaeeesateesseeessseenseeens
(671 3 OSSR PP
Receivables from POHCYNOIAELS ........eveieeiiee e e e e e e e eneee e e snneeeas
(08 =T oo Y] o LT T PP
Deferred Policy ACQUISITTION COSES ....ccuiiiiiiiieeiieeeie ettt ettt et be e e baeenee s
(CToTo Yo 1YY/ | PP O PP PRRPP PP

Current and Deferred Income Tax Assets

Other ASSets .....cccccceviiiiiiiiii,
Total ASSELS .coovvrrveeeee e e

Liabilities and Shareholders’ Equity:
Insurance Reserves:

Life and Health .......cccocvvevvviiirciee,

Property and Casualty .......ccccecveeneee.
Total Insurance Reserves ........cccoeeercueenne
Unearned Premiums ....ccccccceeeriveeernineenn.
Liabilities for Income Taxes ........ccccceueeen.
Notes Payable at Amortized Cost ............
Accrued Expenses and Other Liabilities ...
Total Liabilities ....cccceveveveeeiier e,

Shareholders’ Equity:

Common Stock ......cccoviiiiii
Paid-in Capital .....cccooveerieiniiineeeees

Retained Earnings .......cccceevvvevccveeesnnenn.

Accumulated Other Comprehensive INCOME .......coo i e e e e e e e e

Total Shareholders’ Equity ........cccoceeeueenne

Total Liabilities and Shareholders’ Equity

Mar 31, Dec 31,
2013 2012
(Unaudited)

$ 48565 $ 4,860.2
554.1 521.9
248.1 253.0
362.8 3275
494.8 497.5
6,516.3 6,460.1
97.5 96.3
363.2 369.3
202.7 206.1
304.5 303.4
311.8 311.8
— 5.4
260.2 256.7
S 8,056.2 $ 8,009.1
S 3,1748 $ 3,161.6
942.3 970.6
4,117.1 4,132.2
646.8 650.9
25.8 215
611.6 611.4
482.5 431.4
5,883.8 5,847.4
5.8 5.8
722.5 725.0
1,158.0 1,118.2
286.1 312.7
2,172.4 2,161.7
S 8,056.2 $ 8,009.1




Unaudited selected financ

ial information for the Kemper Preferred segment follows:

Three Months Ended

Mar 31, Mar 31,
(Dollars in Millions) 2013 2012
Results of Operations
NET PremiUMS WEITEEIN ..eeeieeeeeeeeeee et eeeee e et e e et e e eeaeee s e teesassetesaaaaaeesaseeesanseeesaaseeesanseeesaaseeesaaseessareeens S 205.8 S 207.0
Earned Premiums: -
AULOMODIIE oiivieictiieeietect ettt ettt ettt et et aese et e s b eseebesbeseetesbese et e sbeseetesbeseetesseseebesaeseetessaneas $ 127.1 S 126.6
HOMEOWNEIS ..ttt ettt e e e s ettt et e e e s e et ettt e e e se s nnbe e e eeeeseaannbeeeeeeeaaannreneeeeesannnres 78.2 74.7
(01 o 1T ol =T 5o o -1 PSSR 13.9 13.7
TOtal EQrNEd PraEMIUMS ..coiiiiiiieiitit ettt ettt st sit e st e e sttt e sabeesateesabeesateesabeesaseesabaesaseesaseesaseesaseesnseesas 219.2 215.0
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 15.0 10.9
(0] d o 1T ol T Tolo 1 o [ TSR 0.1 0.1
TOLAI REVENUES ...ttt ettt ettt ettt ettt e at e s bt e bt e e bt e e s bt e e bt e e s bbeebbeesabeesateesabeennseesnteennseenns 234.3 226.0
Incurred Losses and LAE related to:
Current Year:
NoN-catastrophe LOSSES @Nd LAE .......ccccciiiiiiiieeciieeeceiee et e e e see e e e ete e e sate e e ssnta e e seneeeesnseeeenssaeesnnnns 147.9 145.0
Catastrophe LOSSES @N LAE ........ooeeeiuiiieeeiiee ettt ettt e ettt e e ite e e e te e e eette e e eataaeesataeasesteeesssaeaesnsaeaans 7.0 8.5
Prior Years:
NON-Ccatastrophe LOSSES @nd LAE .......ccoccviiiiiiieeciiieeceiee st e e e ee e e e ete e e snae e e e sntaeesenseeesnreeeenssaeennnnns (6.8) (0.6)
Catastrophe LOSSES @N LAE .........oeeeiiiiieeeiiie ettt ettt e ettt e e ette e e e ste e e e e ate e e eeataaeeeataeeeesbeeeensaeeesnsanaans (1.4) (0.3)
Total INCUITEd LOSSES @NA LAE ....ooiiieieieeiiieeeieeeeeitee s itee e ettt e st e e e saae e e s ate e e ssaaaeeesabaeeessteessnnseaesnnsanennns 146.7 152.6
INSUFANCE EXPENSES .. s 61.2 60.3
(0] o1l 1A (o F=ql 2 o] ] AR SRR 26.4 13.1
INCOME TAX EXPENSE ..uuvtiieiiiieeeitieeeeteeessttteeesitteessaaeeestteeeesabaeessasaaeessseeeessbaeesansaeesssseeesnnbeeesansseessnsseeenn (7.6) (2.7)
Segment Net OPerating INCOME .....cvcicveeeeeeeeeeecteeteeeeeseeeeeeteeteeteereeseeseesesseesesseeteeseessensesseetesseereeseeneenes S 188 S 104
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE RAtio .......cccceveiiiieieiiiii e tee e 67.4% 67.4%
Current Year Catastrophe Losses and LAE RatiO.......ccccviiiiiiiieeiiiiieeeciie e eciiee et e e et e e eevaee e stveeeesateeaenns 3.2 4.0
Prior Years Non-catastrophe Losses and LAE RAtiO .....cievcuieririiiieiniiiie et e (3.1) (0.3)
Prior Years Catastrophe Losses and LAE RAtiO ......ccccceieviirereiiiieeeier e cieeeereee s ere e sneee e et e e e nne e e snees (0.6) (0.1)
Total Incurred LoSS @and LAE RAtIO ..cccviiiieiiiiiiieiiitesie st esite st st esste s e saeesbe s saeesbeesaeessbessnsaesabassnseennne 66.9 71.0
INCUITEd EXPENSE RALIO ...eiiuiiiiiiieiie ittt ettt ettt st e et sab e sateesabeesaneesbeeeanee e 27.9 28.0
(6o 301 o1 T=Te [ 2= o R PP P TP TP 94.8% 99.0%
Underlying Combined Ratio
Current Year Non-catastrophe Losses and LAE RAtio .......cccceviiiieeieiiii i seee e 67.4% 67.4%
INCUITEd EXPENSE RATIO .oiiiiiiieieiiie ettt e et e ettt e e ettt e e e etae e e s tbe e e e abaeeeeasaeeesasbeeeeanbaeeeensseeessreeann 27.9 28.0
Underlying CombiNed RALIO .......eeiuiiiiiiiiieiiiete ettt ettt ettt esae e e sbe e e saae e saneesaeeens 95.3% 95.4%
Non-GAAP Measure Reconciliation
Underlying CombINed RALIO .......eiiiiiiiiiiieiieete ettt ettt et et e st e e bt e e saee e saaeesnee e 95.3% 95.4%
Current Year Catastrophe Losses and LAE RatiO......cccccuviiiiiiereiiiieeciiee e stee s et e e sevee e snaee s e e e enes 3.2 4.0
Prior Years Non-catastrophe Losses and LAE RAtiO .......ccccuieeeiiiieeeiiiic ettt ettt e (3.1) (0.3)
Prior Years Catastrophe Losses and LAE RAtiO .....cccecuiiiiiiiieiniiieieiiie e siteeesieee et e seee e sve e e s snee e s (0.6) (0.1)
Combined Ratio @S REPOITEM ....c...uiiiieiii ettt eeee et e e e et e e et e e e s e e e e esteeeseseaaeesnsaeeeanreeennnnes 94.8% 99.0%




Unaudited selected financial information for the Kemper Specialty segment follows:

Three Months Ended

. . Mar 31, Mar 31,
(Dollars in Millions) 2013 2012

Results of Operations

NE PremiUumS WITTEEN .o.vcuiiiiieeiiteietesteeete ettt sttt s te e te st et e te st eseebesbeseetesbeseebesseseetesseneesessesensansens S 1084 S 117.7
Earned Premiums: -
PEIrSONAl AULOMODIIE ..ottt e e et e e et e e e et e e e e eeesaeeee e seeeeeaaeeesasaeeesaseeesaanneeesannees S 871 S 96.6
Commercial AULOMODILE ...couiiieiieiee ettt et e s saee s beeeaeeearee 12.1 10.2
TOtal EQrNEd PrEMIUMS ..coiiiiiiieieiiiieesteesite sttt et e site e steesateesateesateesabeesateesabeesaseesabeesaseesaseesaseesasaesnseesas 99.2 106.8
Net INVESTMENT INCOME ...ttt e ettt e e e e e ettt e e e e e e s bttt e e e e e eeanbrbeeeeeeesaannes 6.3 5.2
(014 T=T ol [aTolo T3 s TIPS PP T PP TP 0.1 —
TOLAI REVENUES ...ttt ettt ettt ettt st ettt e bt e s bt e e bt e e b ee e sst e e bt e e sbbeenbteessteenateessbeenaseesnteensneenns 105.6 112.0

Incurred Losses and LAE related to:
Current Year:

NoN-catastrophe LOSSES aNd LAE ........cccciiiiiiiieeeciee ettt et e e et e e eette e e save e e e ataeeeenraeesnreseesssseesannns 78.7 86.2
Catastrophe LOSSES @Nd LAE .....coiieiiiiiiiee ettt ettt et e e e e e e ettt e e e e e e e e abba e e e e e e eenarraaeaaaaas 1.1 0.1
Prior Years:
NoN-catastrophe LOSSES @Nd LAE ........cccciiiiiiiieeeciieeceiee e etee e et e e e e tte e e satee e e sataeeeenaeeesnseseanssaeenannns 0.6 (1.0)
Catastrophe LOSSES @Nd LAE .....coiieiiiiiiiee ettt ettt et e e e e e e ettt e e e e e e e e abba e e e e e e eenarraaeaaaaas 0.1 0.1
Total INCUITEd LOSSES @NA LAE ...cuuiiiiiiiiieeiee ettt ettt ettt sttt e st s b e sate e sbeesabeesaneesabeesaneenane 80.5 85.4
INSUIANCE EXPENSES e aan 20.9 21.7
OPEIALING ProOfit ittt e e e et e e e ettt e e e eeateeeeeabaeeeeabeeesaasaeaseataeeeesreeeennes 4.2 4.9
Lo ToloTa =T = o d o= 1Y <SS (0.7) (0.8)
Segment Net OPErating INCOME ......coiivviiiicrieereeeteeteeee st e steeeteesteeteeeeeteesbeeebeebeebesasesasestsesseeseensesasens S 35 S 41

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE RAtio ........ccceeeiiiieieiiiii et 79.3% 80.7%
Current Year Catastrophe Losses and LAE RAtio.........ceieiiieiiiiiiiei ittt e e 1.1 0.1
Prior Years Non-catastrophe Losses and LAE RatiO .....cc.eccveeeuiievieeiiiesieeeeeesee e seve e e sae e e svaeenae s 0.6 (0.9)
Prior Years Catastrophe Losses and LAE RtiO ......ccccceieiiiiieeiiiieceiiee et eertee e eette e e sivee e e saan e e e nre e e enees 0.1 0.1
Total Incurred LoSS @nd LAE RATIO ...viiiiiiiiiiiiee ettt ettt sttt e s st e e s ite e e ssatae e s sabaeeeeas 81.1 80.0
Lo Lol g g =Yo I ] =T g Y= - i o J SRR 21.1 20.3
(6o 001 o 11 T=Te [ 2= o R PP TP 102.2% 100.3%

Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE RAtio ........ccceeiiiiieieiiiii et e 79.3% 80.7%
INCUrred EXPENSE RALIO .....uuiiiiiiiii ittt ettt e e e e ettt e e e e e e s e et b e e e e e e s e s aabaaseaeeeessnstsaaaeaseesnnnses 21.1 20.3
Underlying CombinNed RAtIO ...ccccuiiiiieiiiicieee ettt e st e e et e e s st e e e s nae e e enteeeennneeeeenneeas 100.4% 101.0%

Underlying CombinNed RAtIO ...ccccuiiiieeiiiiciiee ettt et e e et e e e e e srae e e esteeeennneeeeeneeeas 100.4% 101.0%
Current Year Catastrophe Losses and LAE RatiO......ccccciveiiiiieeeiiiiieeciiee e ecitee e sttee e et e e eetae e e snreeeesenneeenes 1.1 0.1
Prior Years Non-catastrophe Losses and LAE RAtiO .......cccuuiiiiieiiieiiiiieiee ettt e e 0.6 (0.9)
Prior Years Catastrophe Losses and LAE RAtiO ......cccccueieiciieriiiiieieiiis e seeeeeesieeeeevtee e savee e e snveeessneeeesnneas 0.1 0.1
Combined Ratio @S REPOITEM ........uiiiieiiii ettt eee e e e e e et e e et a e e e st eeeettaeeeensaeeesnsaeeeasreeennnnes 102.2% 100.3%



Unaudited selected financ

(Dollars in Millions)

ial information for the Kemper Direct segment follows:

Three Months Ended

Mar 31, Mar 31,

Results of Operations

LN =T 0 V0T F AV o o =T o SN

Earned Premiums:

AUTOMODIIE e e e e e e st e e e e ee s abaaeeeeeeesesabasaeaeeeesasrsraeeeeeesaararaeeeas

[ (0T 0 T=T0 LYY =T PR

Other PEISONAI oo

TOTAl EArNEA PrIMIUIMS «..vvvvieiiieiieiiiiieeeeeeeeeetteeeeeeeeeetaeeeeeeeeeesbsaaeeeeeesessssseseeessessssrasseeeesesssrsereeeesennnsses

Net Investment Income ......

TOTAl REVENUES ...vvveeeiiiiiiiiiiiiiiiiiitiieieseaaasaearaaaeaeaaa.—————————————.ssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssnnnnn

Incurred Losses and LAE related to:

Current Year:
Non-catastrophe Losses a

N LAE < ettt sttt st et s b e et b e e s an e sabeenaree s

Catastrophe LOSSES @N LAE ........coeeiiuiiieieiie e cieee ettt e e ttee e seee e e et eeesate e e snteaessstaeeeenntesesnsneeesnsenanans

Prior Years:
Non-catastrophe Losses a

N LAE < ettt sttt st et s b e et b e e s an e sabeenaree s

Catastrophe LOSSES @N LAE ........coeiiiuiiiiieiiie e cieee ettt e ettt e e see e e et eeesete e e snaaaessntaeesensresesnnsneeesnsenanans

Total Incurred Losses and LA

E

INSUFANCE EXPENSES oot s e e e s s aa e s e e e s e sannes

OPErating Profit (LOSS) ..uvvieiiciieeiiiieeeiieeertiee e ettt e s estee e e stee e e s et e e e ssataeeesnseeeesssseeeaassaeessnsseesssseeesnnsseesnnnens

INCOME TaX BENEFIt (EXPENSE) ..uvviieeiiie ettt ettt et e et e et e e e e tte e e e bb e e e eabaeeeesbaeeeansaeeeeanaeeas

Segment Net Operating Inco

INIE (LOSS) tuvteeiurieieieeitieesie ettt eseeestreesseeestaeesseeesaeassaeesseaseeeseeensaeeseeensnennes

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE RAtiO ......ceecueeriiiriiieniieeniee et

Current Year Catastrophe Losses and LAE RatiO......cccccueiiiiiieriiiiiieeesiee e eeieee e stee s et e e sevee e snaee e e eeenes

Prior Years Non-catastrophe
Prior Years Catastrophe Loss

LOSSES @NA LAE RALIO cuvvvrviiieiiiiiiiieiiee ettt eeirtee e e e seeiareee e e e e sesnnnnes
€S AN LAE RATIO cooiiiiiiiiiiieie e

Total Incurred LOSS @Nd LAE RAtIO .....uvviiiiiiiiiiiirieeie ettt eectireee e e e e eestbareeeeeeesenabaseeeeeeesenassrenesesesenans

Incurred Expense Ratio, Including Write-off of Intangible ASSets .........ccoviiviiieieiiii i

Combined Ratio .................

Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE RAtiO ......ccecueeriieriiieniieniie et

Incurred Expense Ratio, Including Write-off of Intangible Assets ........cccceeviieeeccie e

Underlying Combined Ratio

Underlying Combined Ratio

Current Year Catastrophe Lo
Prior Years Non-catastrophe
Prior Years Catastrophe Loss
Combined Ratio as Reported

I Lo Lo B Y 2 = 4 Lo J RPN
LOSSES @NA LAE RATIO c..uvvviiiieiiieiiiiireieeceeccitreeee e e eeinreee e e e e sesnnraeeeeeesennnnnes
€S AN LAE RAtIO ciiieieieiiieieieeeee e

2013 2012
S 312 S 439
S 315 $ 445
2.2 2.4
— 0.1
33.7 47.0
3.8 3.6
375 50.6
24.5 39.8
0.6 2.1
(5.8) (3.9)
(0.2) —
19.1 38.0
8.8 15.6
9.6 (3.0)
(2.9) 1.7
5 67 5 (1.3)
72.7% 84.7%
1.8 4.5
(17.2) (8.3)
(0.6) —
56.7 80.9
26.1 33.2
82.8% 114.1%
72.7% 84.7%
26.1 33.2
98.8% 117.9%
98.8% 117.9%
1.8 4.5
(17.2) (8.3)
(0.6) —
82.8% 114.1%



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

Three Months Ended

. . Mar 31, Mar 31,
(Dollars in Millions) 2013 2012

Results of Operations

Earned Premiums:

L ettt ittt ettt ettt e et s be e et e e be e st e e e be e e be e e b e e s bee s beesabee s beeeareesabeesaree s S 979 S 985

ACCIdent and HEAILH ..o.eeiii et ettt et e e s st e e st e e e sabe e e s s baeeenans 40.2 41.5

S o 01T N 19.7 20.4
TOtal EQrNEd PrEMIUMS ..ceiiiiiiiieiiit ettt e sttt ettt siteesite e sibeesateesateesateesabeesateesabaesasaesabeesateesasaesaseesaseesnseesas 157.8 160.4
Net INVESEMENT INCOME ...ttt e ettt e e e e e ettt e e e e e e s s bbbt e e e e e eesnbrbeeeeeeeaannes 53.0 55.7
(@ d o 1T gl T Tolo 1 o[PS - 0.1
TOLAI REVENUES ....eeeiiiie ittt ettt ettt ettt sttt e e bt e e b et e bt e e bt eesb b e e bt e e s bt e ebbeessbeessteessbeenaseessteensneenns 210.8 216.2
Policyholders’ Benefits and Incurred Losses and LAE .........cooocuiiiieiiiie ittt ettt e 102.9 100.6
INSUFANCE EXPENSES .. s 76.0 72.6
(0] o1 =TT a V=4 o 1 1 PSS 31.9 43.0
INCOME TAX EXPENSE ...cvviiiiiiieeeetieeeectiee e eettee e e ettt e e ettt e e eetbeeeeeataeeeesaeeeeasseeaeastaeeeasssaessseseeantaeeeasssaesasseaaan (10.7) (15.2)
Segment Net OPerating INCOME ........cvcvvcveireeriereeteeteeteeeeeeteeteeteeteeteeseeseesesseeseeseeteessessensesseetesssereereeneenes S 212 S 278

Use of Non-GAAP Financial Measures

Consolidated Net Operating Income (Loss)

Consolidated Net Operating Income (Loss) is an after-tax, non-GAAP financial measure 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 (loss) from continuing operations.

Kemper 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 Kemper’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 Kemper’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, 2013 and 2012 is presented below:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) (Unaudited) 2013 2012
Consolidated Net OPerating INCOME .......ccvevveeueeriereeeeeeeeeeteete et eteete et eeeesee e eseeseeteeseessesesesseeseessereessenen S 423 S 334
Net Income From:
Net Realized Gains on Sales of INVESTMENLS .......coviiiiiiiiiiie e 17.5 3.2
Net Impairment Losses Recognized in EQrNiNGS ......ccccciiiieiiiieeeiieeeeeieeeeeteeeeesireeeesteee e staeeeeereeeenns (1.2) (0.3)
Income from CONtiNUING OPEIAtIONS ....cvccveviiveieriiieeietiiteeetesteseereste e e e st eseetesaeseetesaeseetesaeseetesseseesessesensens S 586 S 363

Consolidated Net Operating Income Per Unrestricted Share

Consolidated Net Operating Income Per Unrestricted Share is a non-GAAP financial measure 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 Per Unrestricted Share to Income from Continuing
Operations Per Unrestricted Share for the three months ended March 31, 2013 and 2012 is presented below:

Three Months Ended

Mar 31, Mar 31,

(Dollars in Millions) (Unaudited) 2013 2012
Consolidated Net Operating Income Per Unrestricted Share ........cccoccovviieiiiiicciiiieie e, S 072 S 0.56
Net Income (Loss) Per Unrestricted Share From:
Net Realized Gains on Sales of INVESTMENTS .......iiiiiiiiiiiiiecieee e saae e 0.30 0.05
Net Impairment Losses Recognized in EArNiNgS ........ccveceereviieeeeiieeeeee e steeeeseteeeeseeeeesnaeeeesssaeesnes (0.02) —
Income from Continuing Operations Per Unrestricted Share .........ccceeoccieeeeiiiecccieee e e S 1.00 $ 0.61

Book Value Per Share Excluding Net Unrealized Gains on Fixed Maturities

Book Value Per Share Excluding Net 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 after-tax impact of net unrealized
gains on fixed income securities by total Common Shares Issued and Outstanding. Book Value Per Share is the
most directly comparable GAAP financial measure. Kemper uses the trend in book value per share, excluding the
after-tax impact of net unrealized gains 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. Kemper
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. Kemper
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 Net Unrealized Gains
on Fixed Maturities and Book Value Per Share at March 31, 2013 and December 31, 2012 is presented below:

Mar 31, Dec 31,

(Dollars in Millions) (Unaudited) 2013 2012

Shareholders’ Equity Excluding Net Unrealized Gains on Fixed Maturities..........ccceceevveveeieecreceesreennen. $1,840.0 S 1,789.9
Net Unrealized Gains on FiXed MatUrties ......cociiiiieiiiiiiieeiie ettt s sbaesbee s 332.4 371.8
SNArENOIAEIS" EQUILY .veeivietieiieiie e sttt ettt ettt ettt e e te et e stae s e e steesbeeabeenseetaeebe e beenbeeasesasesaaesreenseensenans $2,172.4 $2,161.7

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. Kemper believes the underlying combined ratio is useful to
investors and is used by management to reveal the trends in Kemper’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. Kemper 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 2013 results in a conference call on Friday, May 3 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 online 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 17, 2013 at 855.859.2056 using conference ID number 33799273.

More detailed financial information can be found in Kemper’s Investor Financial Supplement for the first quarter of
2013 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.

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
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