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Kemper Corporation Reports Second Quarter 2014 Earnings

o Delivered second quarter net operating income of 59.6 million, or 50.18 per diluted share

o Improved the Property & Casualty Insurance segment’s underlying loss and LAE ratio 3.6 percentage points

o Returned 582 million to shareholders through share repurchases and dividends in the quarter; 5103 million
in the first half of 2014

o Kemper’s Board authorizes a new 5300 million share repurchase program

CHICAGO - (Business Wire) - Kemper Corporation (NYSE: KMPR) reported today net income of $9.3 million, or
$0.17 per diluted share, for the second quarter of 2014, compared to $34.0 million, or $0.59 per diluted share, for
the second quarter of 2013. Consolidated net operating income' was $9.6 million, or $0.18 per diluted share, for
the second quarter of 2014, compared to $31.7 million, or $0.55 per diluted share, for the second quarter of 2013.
Net operating income per diluted share decreased primarily from higher catastrophe losses and higher expenses
as a percentage of earned premiums, partially offset by improved underlying property and casualty results.

Three Months Ended Six Months Ended
Jun 30, Jun 30, Jun 30, Jun 30,

(Dollars in Millions, Except Per Share Amounts) (Unaudited) 2014 2013 2014 2013

Consolidated Net Operating INCOME b .......veoveeeeeeeeeeeeeeeeeeeee e e S 96 S 317 $ 411 $ 740
Income from Continuing OPerations ........cccccuveeeeiiiiecciiee e 9.3 32.5 44.5 91.1
NEE INCOMIE ...ttt e e e e et e e e e e s bneeeeeeeeeas 9.3 34.0 44.4 92.4

Impact of Catastrophe Losses and Related Loss Adjustment Expense (LAE) on
NEEINCOME ..ottt sttt ettt ettt et e st e saeesreeses S (41.1) s (176) S (51.7) S (24.8)

Diluted Net Income Per Share From:

Consolidated Net Operating INCOME b ........vevieeeeeeeeeeeeee e S 018 § 055 S 074 S 1.27
ContinUING OPEratioNs ......uviiiiiieciiiieeeee e e e s e e e e s s eaanees 0.17 0.56 0.80 1.57
NEt INCOME ...t e e e e ee e e e as 0.17 0.59 0.80 1.59
Impact of Catastrophe Losses and Related LAE on Net Income Per Share........ S (0.75) S (0.30) S (0.94) S (0.43)

“Kemper’s second quarter results reflect the tangible benefits from our actions to reposition the Property &
Casualty segment. We generated a 3.6 percentage point improvement in our P&C segment’s underlying loss ratio,
partially offsetting the $S41 million after-tax of catastrophe losses,” commented Donald G. Southwell, Kemper’s
Chairman, President and Chief Executive Officer. “We are pleased with the progress of the realignment announced
in the first quarter. We continue to hear positive feedback from our agents and have already cross-appointed more
than 125 agents.”

“The Life and Health segment’s earnings were pressured with lower earned premiums, higher expenses and the
impact of the low interest rate environment. We are seeing positive traction from our investments to grow Kemper
Senior Solutions and Kemper Benefits, which are helping to offset the anticipated decline in hospitalization
products that are subject to healthcare reform,” said Southwell.

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



“I’'m pleased with our progress on returning capital to shareholders. In addition to the $13 million in dividends we
paid in the quarter, we repurchased more than $68 million of common stock at attractive prices, substantially
completing our $300 million authorization. Yesterday, Kemper’s Board of Directors authorized a new share
repurchase program of $300 million,” concluded Southwell.

Capital

During the second quarter of 2014, Kemper repurchased more than 1.9 million shares of its common stock at a
total cost of $68.3 million, or $35.72 per share, and paid dividends of $13.3 million. During the first half of 2014,
Kemper repurchased 2.1 million shares of its common stock at a cost of $76.6 million and paid dividends of $26.6
million.

Kemper ended the quarter with a book value per share excluding net unrealized gains on fixed maturities of
$35.32, up 2 percent from $34.49 at the end of 2013. Book value per share was $39.98, up 8 percent from $36.86
at the end of 2013, largely from the impact of lower yields on the fixed maturities portfolio and net income.

Revenues

Total revenues were $542.5 million for the second quarter of 2014, compared to $588.9 million in 2013. Revenues
decreased primarily from a $36.4 million decrease in earned premiums at the Property & Casualty Insurance
segment. The Property & Casualty Insurance segment continues to feel the impact of lower new and renewal
business due to the profit improvement actions taken over the past couple of years. Consistent with growth and
profitability objectives, the company implemented additional actions to increase new business sales. However, the
company anticipates it will take several quarters to see the impact of these actions.

Net investment income was $72.6 million in the second quarter of 2014, compared to $74.6 million in 2013. Net
investment income from equity method and fair value option investments was $1.6 million for the second quarter
of 2014, compared to $3.6 million in 2013. Excluding equity method and fair value option investments, net
investment income was flat year-over-year at $71.0 million as a higher level of investments offset slightly lower
yields. The investment portfolio in total generated a pre-tax equivalent annualized book yield of 5.0 percent for the
second quarter of 2014.

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 Six Months Ended
Jun 30, Jun 30, Jun 30, Jun 30,

(Dollars in Millions) (Unaudited) 2014 2013 2014 2013
Segment Net Operating Income (Loss):

Property & Casualty INSUFANCE ........cccveevieieeiiecrecteeie ettt S (1.2) S 191 S 13.2 § 48.1

Life & Health INSUFANCE ......ooviiiiieiieeeeeseeee sttt 15.9 20.3 38.0 415
Total Segment Net Operating INCOME .......cccvieeeeiiieeciiee et et 14.7 394 51.2 89.6
Corporate and Other Net Operating LOSS ......ccccueeeriiierieiiieeiniieeesiieeeeiee e (5.1) (7.7) (10.1) (15.6)
Consolidated Net Operating INCOME .....cccuveveviiiee e 9.6 31.7 41.1 74.0
Net Income (Loss) From:

Net Realized Gains on Sales of Investments.....cccccvvevevieiiriiee e 2.4 1.5 6.6 19.0

Net Impairment Losses Recognized in Earnings ......cccccvvevevvveeevieeeescveeesnnenn. (2.7) (0.7) (3.2) (1.9)
Income from ContinUING OPEratioNs ........cveeveeereerveeeeieesreenreeseereeeeeereeereenreens S 93 S 325 § 445 $§ 911



In the first quarter of 2014, Kemper realigned its property and casualty insurance businesses. As a result of the
realignment, the company is now reporting the property and casualty businesses in a single segment named the
Property & Casualty Insurance segment. Kemper has reclassified certain prior year amounts in its segment results
to conform to the current presentation.

The Property & Casualty Insurance segment reported a net operating loss of $1.2 million in the second quarter of
2014, compared to net operating income of $19.1 million in 2013. Results decreased primarily from higher
catastrophe losses and higher insurance expenses as a percentage of earned premiums, partially offset by
improved underlying loss and LAE results. Catastrophe losses were $40.2 million in the second quarter of 2014,
compared to $16.8 million in the prior year. The underlying loss and LAE ratio for the second quarter of 2014
improved 3.6 percentage points to 66.0 percent, primarily from higher average earned premium rates in personal
auto and homeowners. The insurance expense ratio increased to 28.3 percent in the second quarter of 2014,
compared to 26.9 percent in 2013, driven by a lower premium base.

The Life & Health Insurance segment reported net operating income of $15.9 million for the second quarter of
2014, compared to $20.3 million in 2013. Results decreased largely from higher insurance expenses and lower net
investment income. Insurance expenses increased primarily from start-up expenses to expand distribution
channels at Reserve National and higher legal fees, partially offset by lower home service agent commissions.

Corporate and Other net operating loss improved $2.6 million over the second quarter of 2013, driven by lower
employee retirement benefits and higher unallocated net investment income, partially offset by higher interest
expense.



Unaudited condensed consolidated statements of income for the three and six months ended June 30, 2014 and

2013 are presented below:

Three Months Ended

Six Months Ended

Jun 30, Jun 30, Jun 30, Jun 30,

(Dollars in Millions, Except Per Share Amounts) 2014 2013 2014 2013
Revenues:

EQrNE0 PrEmMIUMS .eeeeeee ettt eee e et e e et e e eeete e e s eeeseseeeeesaaeeeeareeesaneneeesaneeens S 4703 $ 5128 S 9479 $1,022.7

Net INvestment INCOME ....coooiiiiiiiiii e 72.6 74.6 143.7 155.4

OtEr INCOME eiiiiiieiiecie ettt s ste e s be e sbe e sabe e steesabeesseenane 0.2 0.2 0.3 0.4

Net Realized Gains on Sales of Investments..........ccooeevveiiiienieenieenieenieee 3.5 2.3 10.1 29.2

Other-than-temporary Impairment Losses:

Total Other-than-temporary Impairment LOSSES ........ccovveeveerveenveesveennneens (4.1) (2.3) (4.9) (4.7)
Portion of Losses Recognized in Other Comprehensive Income.................. — 1.3 — 1.8

Net Impairment Losses Recognized in EQrnings ........cccecveeveercveeeveescveesineennne (4.1) (1.0) (4.9) (2.9)
TOtAl REVENUES ...ttt et e e s s eabare e e e e e esennes 542.5 588.9 1,097.1 1,204.8
Expenses:

Policyholders’ Benefits and Incurred Losses and Loss Adjustment Expenses. 347.5 354.2 675.4 703.4

INSUFANCE EXPENSES ....eeiiiiiiiiiiiiiiiec e 161.3 163.1 3134 3214

Interest and Other EXPENSES .....ccccvveieeciieeiiieeeeeireeeetee e estre e tree e eanre e e eaneeas 22.5 25.2 45.2 49.0
TORAI EXPENSES ......cvvieiiiiiieeeiiee ettt e rtee ettt eeette e e see e e et e e e saae e s snaaeesranaeeens 531.3 542.5 1,034.0 1,073.8
Income from Continuing Operations before Income Taxes........cccceeeeceveeevnnnenn. 11.2 46.4 63.1 131.0
INCOME TAX EXPENSE ..eiiiiieeeiiieeeecite e eeeiee e sitee e et e e s sete e s staeeesnate e e snareeessnreeeenas (1.9) (13.9) (18.6) (39.9)
Income from Continuing Operations ..............ccccccveieviiie e 9.3 325 44.5 91.1
Income (Loss) from Discontinued Operations .........ccccceeveeeveeesieeeseessiveeseeennns — 1.5 (0.1) 1.3
NEE INCOMIE ..ottt e e et e e et e e e et e e sesaaeesaereeessaeeeesaseeesaereeesaas S 93 S 340 S 444 S 924
Income from Continuing Operations Per Unrestricted Share:

BaaSHC eviiiiitiee ettt — e e e e — e e e ettt e s ——eeeebaeeeeaateesaareeesarareeas S 017 § 056 S 080 S 1.57

DIULEA evveeoevveesesees st $ 017 $ 056 $ 080 S 157
Net Income Per Unrestricted Share:

BaSiC coiiiiiiii S 0.17 S 059 § 0.80 $ 1.59

DIULEA evveeoevveesesees st $ 017 $ 059 $ 080 S 159
Weighted-average Outstanding (Shares in Thousands):

Unrestricted Shares - BaSiC .....cccvvveeeeeiiiiiiiieee ettt e e e vnaae e 54,666.5 57,519.0 54,989.7 57,824.7

Unrestricted Shares and Equivalent Shares - Diluted..........cccccccvveeeeiieeennnneen. W W W W
Dividends Paid to Shareholders Per Share ............coooeeeeeeveeeeeeeeeeeeeeee e S 024 S$ 024 S 048 S 0.48




Unaudited business segment revenues for the three and six months ended June 30, 2014 and 2013 are
presented below:

Three Months Ended Six Months Ended
Jun 30, Jun 30, Jun 30, Jun 30,

(Dollars in Millions) 2014 2013 2014 2013
REVENUES
Property & Casualty Insurance:

EQrNE0 PrEMIUMS .eeeeeeeeeeeee ettt et ee et e e ettt e e e et e eeeereesaeaeeessaneeeesansneesasneeens S 3175 $§ 3539 S 6398 S 706.0

Net Investment INCOME ....cooiiiiiiiiiiiiiieeeeee e 19.5 215 37.1 46.6

OthEr INCOME .ottt st esabe e sbeesabeesabeesareenas 0.2 0.1 0.3 0.3
Total Property & Casualty INSUFaNCe .......cccccuvieeeeiiieeciiee e e 337.2 375.5 677.2 752.9
Life & Health Insurance:

EQrned Premilms c..eiiuieeie ittt ettt sate e st e e saneenane 152.8 158.9 308.1 316.7

Net INVestmMent INCOME ...ocoiiieee e 48.0 49.8 98.2 102.8

(0] 1 o 1T o [ Tole 1 o[ NSRS — 0.1 — 0.1
Total Life & Health INSUrancCe.......cooveiiieiiiiiieeeee e 200.8 208.8 406.3 419.6
Total SEZMENT REVENUES .........cccuviieeiiiieeeiiee ettt eerae e e e aae e 538.0 584.3 1,083.5 1,172.5
Net Realized Gains on Sales of INVeStMENTS .....cccccviiiiriiiiiiiiieeceee e 3.5 2.3 10.1 29.2
Net Impairment Losses Recognized in EQarnings ......cccccccevevvvveeescveeescenee s (4.1) (1.0) (4.9) (2.9)
(011 V=T USSP UURP 5.1 3.3 8.4 6.0
TORAl REVENUES ..ottt e e e st e e e s ta e e s eaaeessenaeesssbaeesanns S 5425 $ 5889 $1,097.1 S 1,204.8



Assets:

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

Investments:

Fixed Maturities at Fair Value
Equity Securities at Fair Value

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

Fair Value Option Investments

Short-term Investments at Cost which Approximates Fair Value..........ccoeccevevcieeeecciiee e,

Other Investments

Receivables from Policyholders
Other Receivables

Deferred Pol
Goodwill ....
Current and
Other Assets

Total Assets

Liabilities an

ICY ACQUISITION COSES 1eiiiiieiiiiiiieriieiciiiteee e e s e sttt e e e s e st e e e e e s sssbareeeeeessssssnteeeeesssnnnnnns
Deferred INCOME TaX ASSELS ...ccciiiiiiiiiiiieeee

d Shareholders’ Equity:

Insurance Reserves:

Life and Health
Property and Casualty
Total Insurance Reserves

Unearned Pr

Liabilities for Income Taxes

Debt at Amo

Accrued Expenses and Other Liabilities

Total Liabiliti

(=10 V10T ¢ LSRR
FEIZEA COST wuuuuititiiiiiii b b e b aaaba b s aababsbabssasasssssssssssssssasssssssssssnsnsssssnnnns

es

Shareholders’ Equity:

Common Stock

Paid-in Capit

Retained Earnings
Accumulated Other Comprehensive Income

Total Shareh
Total Liabiliti

- OO PRP PR
o] Lo L= oy oo [ 11 xR

es and Shareholders’ Equity

Jun 30, Dec 31,
2014 2013

(Unaudited)

S 4,680.0 $ 4,575.0
646.2 598.5
227.1 245.1
40.3 —
480.1 284.7
448.3 448.0
6,522.0 6,151.3
61.8 66.5
313.5 331.6
190.5 193.1
304.8 302.9
311.8 311.8
10.1 31.8
255.3 267.4

S 7969.8 S 7,656.4

S 32490 $ 3,2175
815.2 843.5
4,064.2 4,061.0
571.8 598.9
53.4 8.3
751.7 606.9
390.1 329.8
5,831.2 5,604.9
5.3 5.6
671.3 694.8
1,183.4 1,215.8
278.6 135.3
2,138.6 2,051.5

S 79698 S 7,656.4




Unaudited selected financial information for the Property & Casualty Insurance segment follows:

Three Months Ended

Six Months Ended

Jun 30, Jun 30, Jun 30, Jun 30,
(Dollars in Millions) 2014 2013 2014 2013
Results of Operations
Net Premiums WIITEEN .oovevveiiieieeiiecete ettt tesa et sb et saeeene s S 3087 S 3489 S 613.0 S 694.3
Earned Premiums: -
Personal AUTOMODIIE ......eeeeeeeee et e e e s et e e e esaeeeeaane S 2120 S 2446 S 4283 S 490.3
HOMEOWNES ottt 79.0 82.1 158.7 162.5
(018 =T T o ] - | K TSP 12.9 14.1 26.1 28.0
TOtAl PEIrSONAI ceeiiiiieeeee et 303.9 340.8 613.1 680.8
Commercial AUtOMODIlE ....oouiiiieiiie e 13.6 13.1 26.7 25.2
Total Earned Premilms .o.ueieeeiieeniee et siee st sreesieeesireesiaeesibeesaeeesaseesaneens 317.5 353.9 639.8 706.0
Net INVeStMENT INCOME ....coiiiiiee e e 19.5 215 37.1 46.6
Other INCOME ..iiniiiiiiieee ettt sttt sbeeenneas 0.2 0.1 0.3 0.3
TOLAl REVENUES .ooovviieiiiiiieeiie ettt ettt e sbt e et e e sbt e e bt e e sbaeenaeeens 337.2 375.5 677.2 752.9
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE .........cooeecuieeeiiieeeciiee e 209.4 246.3 439.8 497.4
Catastrophe Losses and LAE ........c..oeevieiiiiiiiiiieeec et e e e e e e e 61.9 25.9 77.9 34.6
Prior Years:
Non-catastrophe Losses and LAE ........cccoeeeieeeiiieeeciiee e eree e (14.5) (12.2) (27.2) (24.2)
Catastrophe Losses and LAE .........ccoeeeeiuiiieeiiiee et eetee e et e et e e (5.1) (5.2) (7.8) (6.7)
Total Incurred LosSes and LAE ......ccccoivieeriieiiiieeeiee sttt s 251.7 254.8 482.7 501.1
INSUIANCE EXPENSES ..oeviiiiiiiiiiiiiiiiiieiiieeeteeeteeeeeeeeeeeeeeeeeeeeererereteseeeseseseserereessenenens 89.8 95.1 179.5 186.0
Operating Profit (LOSS) ..cccccviieieiiieeeeiiieeeciee ettt eett e ettt e e e et e e eara e e ennaeas (4.3) 25.6 15.0 65.8
Income Tax Benefit (EXPENSE) ..cccvievveeeiieeiiieeie ettt 3.1 (6.5) (1.8) (17.7)
Segment Net Operating INCoOME (LOSS) ...covveveeviereeereenreeereenreereeeeereesreesreenne e S (1.2) § 191 $§ 132 S 481
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio.........cceceeriieieieeniieenneenane 66.0% 69.6% 68.7% 70.4%
Current Year Catastrophe Losses and LAE Ratio........ccceecuveveeeiveeeiiieeeecieee s 19.5 7.3 12.2 4.9
Prior Years Non-catastrophe Losses and LAE Ratio.......cccccccevveeeeciieececiieecenneen. (4.6) (3.4) (4.3) (3.4)
Prior Years Catastrophe Losses and LAE Ratio......cccceevcveeeviiieeeniiieeenciee e (1.6) (1.5) (1.2) (0.9)
Total Incurred Loss and LAE RAtiO......covuerriiinieiiiiiieeec ettt 79.3 72.0 75.4 71.0
Incurred EXPense RAtiO ......ccccveeeeciiie ettt ette e e et e eerae e e e aaee e 28.3 26.9 28.1 26.3
(0o 001 o T T=Te I 2= o RS URP 107.6% 98.9% 103.5% 97.3%
Underlying Combined Ratio
Current Year Non-catastrophe Losses and LAE Ratio.........cccoeeuveeivciieeeeciieecnns 66.0% 69.6% 68.7% 70.4%
Incurred EXPeNnse RAtiO ......cccciciiiiiiiiee et 28.3 26.9 28.1 26.3
Underlying Combined RAtio ......ccccciiiiieiiiiiiiiie et 94.3% 96.5% 96.8% 96.7%
Non-GAAP Measure Reconciliation
Underlying Combined RAtio .....ccccueeiiiiriiiiiiieniecsiiesee et sae s 94.3% 96.5% 96.8% 96.7%
Current Year Catastrophe Losses and LAE Ratio......ccocceevcueerneenieenieeniiecenicenae 19.5 7.3 12.2 4.9
Prior Years Non-catastrophe Losses and LAE Ratio.......ccccceeeveeeeviieeeeciienesnnen. (4.6) (3.4) (4.3) (3.4)
Prior Years Catastrophe Losses and LAE RatiO........ccccecvieeeiiieeecciieececieeee e, (1.6) (1.5) (1.2) (0.9)
Combined Ratio @s REPOIted .........coecueiiiiieiiiiieeee et 107.6% 98.9% 103.5% 97.3%



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

Three Months Ended Six Months Ended

. . Jun 30, Jun 30, Jun 30, Jun 30,
(Dollars in Millions) 2014 2013 2014 2013

Results of Operations

Earned Premiums:

LI ettt ittt e st st e s be e s be e e bee s beeereesares S 972 S 986 S 1948 S 196.5

Accident and Health ......cooiiiiiiiii e e 36.2 40.3 75.0 80.5

PrOPEITY oo, 19.4 20.0 38.3 39.7
Total Earned Premilms .o.ueieeeiieeniee e siee e sreesieeesteesiaeesibeesaeeesaseesaneens 152.8 158.9 308.1 316.7
Net INVeStMENT INCOME ....coiiiii e 48.0 49.8 98.2 102.8
Other INCOME ittt ettt s be e s beesaneas — 0.1 — 0.1
TOLAl REVENUES ...ooneiieiiieiieeiie ettt ettt ettt sbee b e e bt e e sbaeesbaeenaeeens 200.8 208.8 406.3 419.6
Policyholders’ Benefits and Incurred Losses and LAE ..........ccccoeeecveeeeeciieeeennnen. 95.8 99.4 192.8 202.3
INSUIANCE EXPENSES ..coviiiiiiiiiiiiiiiiiiiiiieeeeeteteee e re e e e rererererererereresererereresesesesenens 80.3 78.2 154.2 154.2
OPErating Profit ....cccciiee ettt et 24.7 31.2 59.3 63.1
INCOME TAX EXPENSE ..eeieneiiieeeieiee ettt e ettt e e eettee e e ettt e e e et e e e s eabeeeeeataeeeeataeeeesseeans (8.8) (10.9) (21.3) (21.6)
Segment Net Operating INCOME .......oveveeveereieeereeeeeeeeeereere et ere et eee e eaeenes S 159 S 203 S 380 S 415

Use of Non-GAAP Financial Measures

Consolidated Net Operating Income

Consolidated Net Operating Income is an after-tax, non-GAAP financial measure computed by excluding from
income from continuing operations the after-tax impact of 1) net realized gains 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.

Kemper believes that Consolidated Net Operating Income 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 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.



A reconciliation of Consolidated Net Operating Income to Income from Continuing Operations for the three and six
months ended June 30, 2014 and 2013 is presented below:

Three Months Ended Six Months Ended

Jun 30, Jun 30, Jun 30, Jun 30,
(Dollars in Millions) (Unaudited) 2014 2013 2014 2013

Consolidated Net Operating INCOME ......c.coveeeereeeeeeeeereeeereete et eeeteeeerenens S 96 S 317 $ 411 $ 740

Net Income (Loss) From:
Net Realized Gains on Sales of Investments .........ccceeceeiivvieeevciee e 2.4 1.5 6.6 19.0
Net Impairment Losses Recognized in EQrnings.......ccccceeeeevuveeevcvieeeeciveeeennnns (2.7) (0.7) (3.2) (1.9)

................................................................ S 93 $ 325 $ 445 $ 911

Income from Continuing Operations

Diluted Consolidated Net Operating Income Per Unrestricted Share

Diluted Consolidated Net Operating Income Per Unrestricted Share is a non-GAAP financial measure computed by
dividing Consolidated Net Operating Income attributed to unrestricted shares by the weighted-average
unrestricted shares and equivalent shares outstanding. The most directly comparable GAAP financial measure is
Income from Continuing Operations Per Unrestricted Share-Diluted.

A reconciliation of Diluted Consolidated Net Operating Income Per Unrestricted Share to Diluted Income from

Continuing Operations Per Unrestricted Share for the three and six months ended June 30, 2014 and 2013 is
presented below:

Three Months Ended Six Months Ended
Jun 30, Jun 30, Jun 30, Jun 30,

(Unaudited) 2014 2013 2014 2013
Diluted Consolidated Net Operating Income Per Unrestricted Share............... S 018 $§ 055 $ 074 S 1.27
Net Income (Loss) Per Unrestricted Share From:
Net Realized Gains on Sales of Investments ........cccceveevcieencienieenieesieennen, 0.04 0.02 0.12 0.33
Net Impairment Losses Recognized in Earnings.........ccccvevevveeevcveeeesvneesnnns (0.05) (0.01) (0.06) (0.03)
Diluted Income from Continuing Operations Per Unrestricted Share............... S 017 $§ 056 S 080 S 1.57

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.



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 June 30, 2014 and December 31, 2013 is presented below:

Jun 30, Dec 31,

(Dollars in Millions) (Unaudited) 2014 2013

Shareholders’ Equity Excluding Net Unrealized Gains on Fixed Maturities..........ccceceevveveeieecreceesreennen. $1,889.6 $1,919.3
Net Unrealized Gains on FiXed MatUrties ......cociiiiieiiiiiiieeiie ettt s sbaesbee s 249.0 132.2
SNArENOIAEIS" EQUILY .veeivietieiieiie e sttt ettt ettt ettt e e te et e stae s e e steesbeeabeenseetaeebe e beenbeeasesasesaaesreenseensenans $2,1386 $2,051.5

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 second quarter 2014 results in a conference call on Friday, August 8, at 11 a.m. Eastern
Time. 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 August 22, 2014 at 855.859.2056 using conference ID number
69380306.

More detailed financial information can be found in Kemper’s Investor Financial Supplement for the second
quarter of 2014, which is available at the investor section of 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 and financial condition to differ
materially from estimated results and financial condition 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 and financial
condition 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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