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Kemper Corporation Reports Strong Fourth Quarter and Full Year 2017 Results

o Increased Property & Casualty earned premiums by 11 percent, or 544 million in the quarter and 8 percent,
or $121 million in the year

o Improved nonstandard personal automobile’s underlying combined ratio 4.3 percentage points in the
quarter and 9.9 percentage points in the year

o Generated investment portfolio pre-tax equivalent annualized book yield of 5.5 percent in the quarter and
5.4 percent in the year

o Recognized S7.4 million benefit from the Tax Cuts and Jobs Act of 2017

CHICAGO, February 13, 2018 — Kemper Corporation (NYSE: KMPR) reported net income of $36.9 million, or $0.71
per diluted share, for the fourth quarter of 2017, compared to $31.2 million, or $0.60 per share, for the fourth
guarter of 2016. Consolidated net operating income® was $31.0 million, or $0.60 per diluted share, for the fourth
quarter of 2017, compared to $28.8 million, or $0.56 per share, for the fourth quarter of 2016. Net operating
results increased primarily from improved underlying performance in the Property & Casualty division and the
impact of tax reform, mostly offset by higher catastrophe losses.

Three Months Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,

(Dollars in Millions, Except Per Share Amounts) (Unaudited) 2017 2016 2017 2016
Consolidated Net Operating INCOME” ........o.oveeeeeeeeeeeeeeeeeeseeeeeseeeeeeeeeseeseseen. S 310 S 288 S 925 S 124
Income from Continuing OPErations .........ccccueeeeiieieeeiieeecciee e eeree e e 359 29.1 119.9 12.7
N1 o oo 4 V=T PPPPPPPPPPPPRPIRE 36.9 31.2 120.9 16.8
Impact of Catastrophe Losses and Related Loss Adjustment Expense (LAE) on

NEE INCOME (LOSS) .ottt sttt ettt ettt s s sas S (330 s (8.2) s (120.2) S (74.8)
Diluted Net Income Per Share From:

Consolidated Net Operating INCOME! ........ovcuiuiveeeeeeeeeeeeeeeee e S 060 $§ 056 S 1.78 § 0.25

CoNntinUING OPEratioNS ...c.vveeeeriieeeiiieeeesieee e e sree e e s s nree e snneeessreeeseanee 0.69 0.56 2.31 0.25

NEt INCOME oo 0.71 0.60 2.33 0.33
Impact of Catastrophe Losses and Related LAE on Net Income Per Share ........ S (0.64) s (0.16) S (2.32) S (1.45)

“Kemper’s solid performance this quarter demonstrates meaningful progress on execution of our strategy to
rebuild Kemper and deliver value for our stakeholders,” said Joseph P. Lacher, Jr.,, Kemper’s President and Chief
Executive Officer. “The strength of our nonstandard auto franchise was evident this quarter with earned premium
growth of over 20 percent and improved profitability. Though the industry was hard hit by catastrophe losses from
the California wildfires in the fourth quarter, the impact was more than offset by our underwriting improvements
and solid investment results.”

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



Capital

Total Shareholders’ Equity at the end of the year was $2,115.6 million, an increase of $140.4 million, or 7 percent,
since year-end 2016. Kemper ended the year with cash and investments at the holding company of $197.3 million,
and the $225 million revolving credit agreement was undrawn.

During the fourth quarter of 2017, Kemper paid dividends of $12.4 million, bringing total capital returned to
shareholders in 2017 to $49.5 million.

Kemper ended the year with a book value per share of $41.11, up 7 percent from $38.52 at the end of 2016,
driven by net income and the impact of lower market yields on the value of our fixed maturity portfolio, partially
offset by dividends paid to shareholders. Book value per share excluding net unrealized gains on fixed maturities
was $35.57, up 2 percent from $35.00 at the end of 2016, driven by net income, partially offset by dividends paid
to shareholders and the tax reform impact on unrealized gains.

Revenues

Total revenues for the fourth quarter of 2017 increased $54.6 million, or 8 percent, to $697.3 million, compared to
the fourth quarter of 2016, driven by $47.2 million higher nonstandard personal auto earned premiums.
Nonstandard personal auto earned premiums increased from both higher policies in force and higher premium
rates. Net investment income increased $2.7 million to $82.6 million in the fourth quarter of 2017, primarily from
$1.9 million higher net investment income on the alternative investments portfolio. Net realized investment gains
were $7.7 million in the fourth quarter of 2017, compared to $0.4 million last year.

The investment portfolio in total generated a pre-tax equivalent annualized book yield of 5.5 percent for the fourth
quarter of 2017, and 5.4 percent for the year, compared to 5.4 percent and 5.1 percent, respectively, in 2016.

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 LAE, (iii) catastrophe losses and LAE
exclude the impact of prior-year development, (iv) underlying loss ratio includes loss and LAE, and (v) all
comparisons are made to the prior year quarter unless otherwise stated.

Three Months Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,
(Dollars in Millions) (Unaudited) 2017 2016 2017 2016
Segment Net Operating Income (Loss):
Property & Casualty INSUFANCE ......ceevveeiieiieeeeteeteeeee e S 21 S 70 S 78 S (2.9)
Life & Health INSUIaNCe .....coviiiiiiiiiiieee ettt 25.3 23.0 90.8 30.3
Total Segment Net Operating INCOmMe (LOSS) ....vveeecurieeeciieeeciiee et e eeiree e 27.4 30.0 98.6 27.4
Corporate and Other Net Operating INCOMe (LOSS) ...cccveevvereveeeeiieeeiiesiee e 3.6 (1.2) (6.1) (15.0)
Consolidated Net Operating INCOME .....ccccuiviieiiiee e 31.0 28.8 92.5 12.4
Net Income (Loss) From:
Net Realized Gains on Sales of Investments .........cccccvevvveieiniiee e 7.4 5.9 36.7 215
Net Impairment Losses Recognized in Earnings .......cccoccceeeeecveeevcieeeesieeesenens (2.5) (5.6) (9.3) (21.2)
Income from ContinUINg OPEratioNS ........ccveeveereeireeiteeieeieeseesteeereeseeeeeereeereens S 359 $§ 291 $§ 1199 S 12.7



The Property & Casualty Insurance segment reported net operating income of $2.1 million in the fourth quarter of
2017, compared to $7.0 million in 2016. Results decreased primarily from higher catastrophe losses, driven by the
California wildfires, partially offset by improved underlying performance and slightly higher net investment
income. Catastrophe losses were $33.0 million in the fourth quarter of 2017, compared to $7.6 million last year.

The Property & Casualty Insurance segment’s underlying combined ratio improved 6.3 percentage points to 93.3
percent in the fourth quarter of 2017. The underlying loss ratio improved 3.7 percentage points to 72.2 percent,
primarily from improvement in nonstandard personal auto, homeowners and preferred personal auto.
Nonstandard auto improved 3.4 percentage points to 79.3 percent in the quarter, as average earned premium
outpaced loss cost trends. The homeowners underlying loss ratio improved 7.8 percentage points to 40.3 percent.
About half of the improvement was related to adverse current-year development in 2016, that did not recur in
2017. The remaining improvement came from lower frequency and slightly higher average earned premiums,
partially offset by higher severity. Preferred personal auto’s underlying loss ratio improved 4.2 percentage points to
76.2 percent, driven by the impact of adverse current-year development in 2016. Excluding current-year
development, the preferred personal auto underlying loss ratio increased slightly as higher severity, mostly from
liability coverages, overshadowed improved frequency and higher average earned premium.

The Property & Casualty Insurance segment’s expense ratio improved 2.6 percentage points as a larger percentage
of earned premiums were generated by the nonstandard auto business, which runs at a lower expense ratio. The
larger premium base and cost initiatives also contributed to the improvement.

The Life & Health Insurance segment reported net operating income of $25.3 million for the fourth quarter of
2017, compared to $23.0 million in 2016, primarily from higher net investment income.

The Corporate & Other net operating results improved $4.8 million, primarily from the impacts of tax reform and
lower expenses, partially offset by lower net investment income.



Unaudited condensed consolidated statements of operations for the three months and year ended

December 31, 2017 and 2016 are presented below.

Three Months Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,

(Dollars in Millions, Except Per Share Amounts) 2017 2016 2017 2016
Revenues:

EQrN@0 PrEMIUMS .eeeeeeeeeeeeeeeeeee et e e e e et eeeeeeeeeeseeeeeseaeeesaseeesaneneeesaeeens S 6059 $§ 5614 $2,350.0 $2,220.0

Net INVestment INCOME ....coiiiiiiiiiiiiii e 82.6 79.9 327.2 298.3

(014 =T ol [ o Tolo T =TSO PPRPPRRRPNE 1.1 1.0 4.0 3.2

Net Realized Gains on Sales of Investments ..........ccoceevveiiiienieinieeneeeeee 11.5 9.1 56.5 331

Other-than-temporary Impairment Losses:

Total Other-than-temporary Impairment LOSSES ........ccovveeveevveeneeesiveennneens (3.7) (8.7) (14.4) (33.0)
Portion of Losses Recognized in Other Comprehensive Income................... (0.1) — 0.1 0.3

Net Impairment Losses Recognized in Earnings .........ccocceeeveeecveeeveescveeeineennne (3.8) (8.7) (14.3) (32.7)
TOAl REVENUES .......ovvvviviieiiieiiiiieee ettt e st s e e s s eabaaeeeeeeseeanns 697.3 642.7 2,723.4 2,521.9
Expenses:

Policyholders’ Benefits and Incurred Losses and Loss Adjustment Expenses. 472.5 418.3 1,837.4 1,780.8

INSUFANCe EXPENSES ....eeviiiiiiiiiiiicc e 159.1 158.5 644.3 647.3

Interest and Other EXPENSES ....cccccvviieeciiieecieee ettt etre e esee e et e e e e e 215 25.3 80.6 90.3
TOtAl EXPENSES ......ceviieiiiiieieiiie e ctie e ritee ettt e e stte e e saae e e s et eeesste e s snaaeessaneeeens 653.1 602.1 2,562.3 2,518.4
Income from Continuing Operations before Income Taxes..........cccceeecvveeenneen. 44.2 40.6 161.1 3.5
Income Tax BENefit (EXPENSE) ..ecceeiviieiieeiiiieie ettt ettt ae e (8.3) (11.5) (41.2) 9.2
Income from Continuing Operations ..............ccocccvveiiiiiieccciie e 35.9 29.1 119.9 12.7
Income from Discontinued OPerations ........cccccceveeeeieeriieeeieeniieeeee e 1.0 2.1 1.0 4.1
NEE INCOME@ ..ottt e e et e s e et e e e et eeesesaaeesaereeessaeeeesaseeesasreeesaas S 369 S 312 $§ 1209 S 16.8
Income from Continuing Operations Per Unrestricted Share:

2 ol PR S 069 S 056 $ 232 $ 0.25

DIULEA cvvveeeeveeseeees st S 069 S 056 $ 231 § 025
Net Income Per Unrestricted Share:

2 ol PR S 071 S 060 $ 234 $ 033

DIULEA cvveeeeeveesee oot S 071 S 060 $ 233 § 033
Weighted-average Outstanding (Shares in Thousands):

Unrestricted Shares - BasiC ......ccouveeeeieiiiciiiieee e 51,456.3 51,202.6 51,345.6 51,156.1

Unrestricted Shares and Equivalent Shares - Diluted .........cccccoccvveeeecieeennnneen. W W ﬁ W
Dividends Paid to Shareholders Per SRare ..........ccccooveeeeeveeeeeeeeeeeeeee v S 024 S 024 S 096 S 0.96




Unaudited business segment revenues for the three months and year ended December 31, 2017 and 2016 are

presented below.

Three Months Ended Year Ended
) . Dec 31, Dec 31, Dec 31, Dec 31,
(Dollars in Millions) 2017 2016 2017 2016
REVENUES:

Property & Casualty Insurance:
Earned Premiums:

Personal AULOMODBIIE .......ooieeeiii ettt S 3643 $ 317.2 S$1,377.1 S 11,2446
HOMEOWNEIS et e e 65.2 67.7 264.8 271.9
Other PErsoNal c....iocvieciiiiiieiie sttt ste s re e e sbe e saeesabeesneenane 10.5 11.1 42.7 45.0
TOtal PEISONAl oo e 440.0 396.0 1,684.6 1,561.5
Commercial AUtOMODIIE ..cc.ceiiiiieieeiiiee e 12.9 13.1 51.4 53.3
Total Earned PremMiUmS .....ccoieeuviiiiieeiieiiiieieee e eeeirrreee e e seiaree e s e e s esnaaraneeee s 4529 409.1 1,736.0 1,614.8
Net Investment INCOME .....cooiiiiiiiiiiiiiieeeeee e 21.8 20.4 94.3 72.4
Other INCOME ..ottt ettt sttt e st e st esbe e sbeesaneenas 0.2 0.1 1.1 0.5
Total Property & Casualty INSUranCe .........ccocvveeeeiiie e 474.9 429.6 1,831.4 1,687.7
Life & Health Insurance:
Earned Premiums:
LT rtirtiteiie ettt aa e st a e e re e e beeenreeeares 94.1 95.9 379.7 381.6
Accident and Health .......coooiiiiiiiiee e e 41.1 38.2 161.7 149.4
[ CoT ¢ =] o 0 AP P PP PP PPPPPOPPPPPPPRPPPPRE 17.8 18.2 72.6 74.2
Total Earned PrEmMiUMS ....covcieeiiierieeiieesieesieesteesteesaeesreesaeesiveesaeesareesanee s 153.0 152.3 614.0 605.2
Net INvestment INCOME .....cooiiiiiiiiiiiiiiireee e 57.7 53.6 2215 213.2
Other INCOME ..ottt st st sbe e s beesbe e sbeesaneenas 0.7 0.9 2.6 2.8
Total Life & Health INSUIANCE ...cccvviicieiiiiiciee et 211.4 206.8 838.1 821.2
Total SEEMENT REVENUES .........oovviiiiiiiiiieeeiiiee ettt e e et e e sreae e s sbaeeeeas 686.3 636.4 2,669.5 2,508.9
Net Realized Gains on Sales of Investments ......cc.cccevveeriiiinieniieereeceeeee e 11.5 9.1 56.5 33.1
Net Impairment Losses Recognized in Earnings ........cccccveeevieeeeeciveeeecneee e (3.8) (8.7) (14.3) (32.7)
(04 V=T TR 3.3 5.9 11.7 12.6
TOtal REVENUES .......ooiiiiiiiiiiieeiieee ettt ettt et sbe e e sbe e sbeesbeeens $ 6973 S 6427 $27234 S 2,521.9



Assets:
Investments:

Fixed Maturities at Fair Value

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

Equity SecUrities at Fair VAlUE ......ccccuveiiiiee ettt ee et e et e e s naee e s e e e e nre e e e nnes
Equity Method Limited Liability Investments at Cost Plus Cumulative Undistributed Earnings ...

Fair Value Option Investments

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

Other Investments

Receivables from Policyholders
Other Receivables
Deferred Policy Acquisition Costs

Goodwill

Current Income Tax Assets
Deferred Income Tax Assets
Other Assets ..

Total Assets

Liabilities and Shareholders’ Equity:

Insurance Reserves:

Life and Health
Property and Casualty
Total Insurance Reserves
Unearned Premiums

Deferred INCome TaxX LIabilities .....coceuvieiiiiiiiciiiieie et sb e e e e e saabaaeee s

Liabilities for Unrecognized Tax Benefits
Long-term Debt, Current and Non-current, at Amortized Cost

Accrued Expenses and Other Liabilities .........uueeiiiiieciiiiieecec e e e e

Total Liabilities

Shareholders’ Equity:

Common Stock

Paid-in Capital

Retained Earnings

Accumulated Other Comprehensive INCOME ......ooi i e e e e ebrrae e e e e

Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

Dec 31, Dec 31,
2017 2016

(Unaudited)

S 53827 $ 51249
526.0 481.7
161.0 175.9
77.5 111.4
235.5 273.7
422.2 439.9
6,804.9 6,607.5
45.7 115.7
366.0 336.5
194.3 198.6
365.3 332.0
323.0 323.0
6.1 15.5

— 25.8
270.9 255.9

S 83762 S 82105

S 3,521.0 $ 3,475.3
1,016.8 931.4
4,537.8 4,406.7
653.9 618.7
14.8 —
8.1 5.1
592.3 751.6
453.7 453.2
6,260.6 6,235.3
5.1 5.1
673.1 660.3
1,243.0 1,172.8
194.4 137.0
2,115.6 1,975.2

S 83762 $ 8,210.5




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

Three Months Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,
(Dollars in Millions) 2017 2016 2017 2016
Results of Operations
NET PremiumS WIEEEEN ..eeeeeeeeeeeeeeee et e e e e e eeeeeeeeeeeeeeneneeeenens S 4333 § 390.1 S$1,769.6 $1,620.9
EQrNed PremMIUMS ....eviiiieeee ettt ettt e ettt et e e s s aae e e sente e e senaaeessbaeeens S 4529 $§ 409.1 S$1,736.0 $1,614.8
Net INVeStMENt INCOME ....ooiiiiie e e 21.8 20.4 94.3 72.4
(014 =T ol [ aTolo T3 1= T RO SUPPRR 0.2 0.1 11 0.5
TOTAl REVENUES ...ttt ettt e e ettt e e e e e e e et te e e e e e e e e anraeeeeeeeennnns 474.9 429.6 1,831.4 1,687.7
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ......ccccviivrieeiiiieeieiiee e 327.0 310.6 1,251.5 1,223.9
Catastrophe Losses and LAE .......cocuveeeiiiieeceeee e eree e etee e ssee e snaee e 50.8 11.7 179.0 109.6
Prior Years:

Non-catastrophe Losses and LAE .......c.ccoeveeriiiiiieniieeiee et 1.5 6.2 24.5 4.9

Catastrophe Losses and LAE .......cocveeeeeiiieeeiieee e etree e eeee e sseee e snne e (0.6) (3.0) (5.0) (19.2)
Total Incurred LOSSES @Nd LAE .....ueviiiiiiiiiiiieieec ettt e e ceeaavree e ee e 378.7 325.5 1,450.0 1,319.2
INSUFaNCe EXPENSES .....eeiiiiiiiiiiiicc e 95.4 96.9 382.8 385.7
Operating INCOME (LOSS) ..vvviiiiiieeeiiiieeeiiee e eiee e e sre e e re e e e e e e e st e e e enree e snraeas 0.8 7.2 (1.4) (17.2)
Income Tax Benefit (EXPENSE) ..ooeicviieieiiee ettt et 1.3 (0.2) 9.2 14.3
Segment Net Operating INCOME (LOSS) ...cveeveeveereeeereeeereereereereeneereeeeeneeseeneenes S 21 $ 70 $§ 78 S (2.9

Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio .......cccoeveevcieeiieeniieeinieenane 72.2% 75.9% 72.1% 75.8%
Current Year Catastrophe Losses and LAE Ratio ......cccccceecveerieeniieenieeniieceieenae 11.2 2.9 10.3 6.8
Prior Years Non-catastrophe Losses and LAE Ratio .......cccceeveveeeevvieeeecenee e s, 0.3 1.5 1.4 0.3
Prior Years Catastrophe Losses and LAE Ratio ........cccceeveeeeiiieeecciee e, (0.1) (0.7) (0.3) (1.2)
Total Incurred Loss and LAE RAtiO ....eeevcvieeiiiiiie et 83.6 79.6 83.5 81.7
INSUrance EXPeNnse RAtiO .....cciivicciiiiieiiiiiiiiieee et e s s savaneee e s 21.1 23.7 22.1 23.9
(0o 001 o T o T=Te l 2= d o R P USUPTPR 104.7% 103.3% 105.6% 105.6%
Underlying Combined Ratio
Current Year Non-catastrophe Losses and LAE Ratio .......ccccceevvveeevciieeeesieeeennns 72.2% 75.9% 72.1% 75.8%
Insurance EXpense RAtio ......ccciviiiiiiiiiiiiiiiiiiiiiiiieieceiecececeeeeere e e eeeeeeeeeeeens 21.1 23.7 22.1 23.9
Underlying Combined RAtio ......cooviieiiniiiiiiiiiieieiec e 93.3% 99.6% 94.2% 99.7%
Non-GAAP Measure Reconciliation

Underlying Combined RAtio ......ccceeviiirieiniiiieenieeseeertee et 93.3% 99.6% 94.2% 99.7%
Current Year Catastrophe Losses and LAE Ratio ......c.ccceeeuvereeciieeeciiee e 11.2 2.9 10.3 6.8
Prior Years Non-catastrophe Losses and LAE Ratio ......ccccccevuerneeeiiennerennennnen. 0.3 15 1.4 0.3
Prior Years Catastrophe Losses and LAE Ratio .......ccccoeeeveeiiiieeecciee e, (0.1) (0.7) (0.3) (1.2)
Combined Ratio @s REPOITEd .......c.eeecueiiiieiiiieiieesiee ettt 104.7% 103.3% 105.6% 105.6%



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

Three Months Ended Year Ended

Dec 31, Dec 31, Dec 31, Dec 31,
(Dollars in Millions) 2017 2016 2017 2016

Results of Operations

EQrNEd PrEMIUMS .eeeeeeeeeeeee ettt e e et e e et e e e et eeeeeeaaeeeaeaeeeeseeeesaeseeesaareeesans S 1530 $ 1523 S 6140 S 605.2
Net INnvestment INCOME ....cooiiiiiiiiiiiiiiiireteeeeereererere e e s e e e e e e eeees 57.7 53.6 221.5 213.2
(013 V=T ol [ aTolo T3 s L= TP UPUPR 0.7 0.9 2.6 2.8
TOTAl REVENUES ettt ettt ettt et e ettt e e s bae e s saaa e e s sabaeeenas 211.4 206.8 838.1 821.2
Policyholders’ Benefits and Incurred Losses and LAE ..........ccccceeevveeeeceieeennnnn. 93.8 92.8 387.4 461.6
INSUFANCE EXPENSES ..coviiiiiiiiiiiiiiiiiiiieieieeeteteeeeeee e eeeereeeeeeeeereteeeeesesesessseseeeeeeenens 78.9 78.9 312.2 313.9
OPErating Profit .....cccciieeeeceie e et et e 38.7 35.1 138.5 45.7
INCOME TaX BENEFIL ..vvviieeieee ettt aeeeeen (13.4) (12.1) (47.7) (15.4)
Segment Net Operating INCOME ......cvocvveevieeieeeereeereere ettt sre e S 253 S 230 $ 908 S 303

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, 3) loss from early extinguishment of debt and 4)
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. Loss from Early Extinguishment of Debt is driven by the company’s financing and refinancing
decisions and capital needs, as well as external economic developments such as debt market conditions, 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
months and year ended December 31, 2017 and 2016 is presented below.

Three Months Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,

(Dollars in Millions) (Unaudited) 2017 2016 2017 2016
Consolidated Net Operating INCOME ......c.coeeeereereeieeereeeereere e eteereeeeeeeenenens $ 310 S 288 S 925 S 124
Net Income (Loss) From:

Net Realized Gains on Sales of Investments .........ccccvevieriiiinieniirenieeen, 7.4 5.9 36.7 215

Net Impairment Losses Recognized in Earnings .........ccccceeevuveeevcieeeeciveeeennnns (2.5) (5.6) (9.3) (21.2)
Income from ContinUING OPErations .........c.eeeeveeeereereeeeeeieeereereereeseeseeseessensens $ 359 S 291 §$ 1199 $§ 127

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
Diluted Income from Continuing Operations Per Unrestricted Share.

A reconciliation of Diluted Consolidated Net Operating Income Per Unrestricted Share to Diluted Income from
Continuing Operations Per Unrestricted Share for the three months and year ended December 31, 2017 and 2016
is presented below.

Three Months Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,
(Unaudited) 2017 2016 2017 2016
Diluted Consolidated Net Operating Income Per Unrestricted Share................ S 060 S 056 $§ 178 $ 0.25
Net Income (Loss) Per Unrestricted Share From:
Net Realized Gains on Sales of Investments .......ccccoveevieinieeniennieenieenen, 0.14 0.11 0.71 0.41
Net Impairment Losses Recognized in Earnings .........cccceeeecveeeecveeeecveeeeenns (0.05) (0.12) (0.18) (0.42)
Diluted Income from Continuing Operations Per Unrestricted Share............... S 069 S 056 $ 231 $ 0.25

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 trends 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 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 December 31, 2017 and December 31, 2016 is presented below.

Dec 31, Dec 31,

(Dollars in Millions) (Unaudited) 2017 2016

Shareholders’ Equity Excluding Net Unrealized Gains on Fixed Maturities ..........ccceceeeeevreeieeciecveseeenen. $1,830.4 S 1,794.6
Net Unrealized Gains 0N FIXed MatUFILIES .....ceecveiiiieriiiiiiieeiite ettt et sie et sbaesbe e sbaesbee s 285.2 180.6
SNArENOIAEIS" EQUITY .vveiteiiieieeieciee sttt ettt et e et e et e et e e testae s teesbeesbeeabeeaseesaeebe e baenbeenseensesanesaeeseensenans $2,1156 $1,975.2

Underlying Combined Ratio

Underlying Combined Ratio is a non-GAAP financial measure that is computed by adding the current year non-
catastrophe losses and LAE ratio with the insurance expense ratio. The most directly comparable GAAP financial
measure is the combined ratio, which is computed by adding total incurred losses and LAE, including the impact of
catastrophe losses and loss and LAE reserve development from prior years, with the insurance expense ratio.
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 fourth quarter 2017 results in a conference call on Wednesday, February 14, at 8:30 a.m.
Eastern (7:30 a.m. Central) Time. Kemper’s conference call will be accessible via the internet and by telephone.
The phone number for Kemper’s conference call is 844.826.3041. 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 online at the investor section of kemper.com.

More detailed financial information can be found in Kemper’s Investor Financial Supplement and Earnings Call
Presentation for the fourth quarter of 2017, which is available at the investor section of kemper.com.

About Kemper

The Kemper family of companies is one of the nation’s leading insurers. With $8 billion in assets, Kemper is
improving the world of insurance by offering personalized solutions for individuals, families and businesses.
Kemper's businesses collectively:

e Offer insurance for home, auto, life, health and valuables

e Service six million policies

e Are represented by more than 20,000 independent agents and brokers
e Employ 5,550 associates dedicated to providing exceptional service

e Are licensed to sell insurance in 50 states and the District of Columbia

Learn more about Kemper.
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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.

H#H

Contacts

Investors: Todd Barton 312.661.4930 or investors@kemper.com

Media: Barbara Ciesemier 312.661.4521 or media@kemper.com
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