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Caution Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q, including, but not limited to, Management’s Discussion and Analysis of Financial
Condition and Results of Operations (“MD&A”), Risk Factors and the accompanying unaudited Condensed Consolidated
Financial Statements (including the notes thereto) of Kemper Corporation (“Kemper”) and its subsidiaries (individually and
collectively referred to herein as the “Company’’) 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. The reader can identify these statements by the fact
that they do not relate strictly to historical or current facts. They use words such as “believe(s),” “goal(s),” “target(s),”
“estimate(s),” “anticipate(s),” “forecast(s),” “project(s),” “plan(s),” “intend(s),” “expect(s),” “might,” “may,” “could” and other
terms of similar meaning. Forward-looking statements, in particular, include statements relating to future actions, prospective
services or products, future performance or results of current and anticipated services or products, sales efforts, expenses, the

outcome of contingencies such as legal proceedings, trends in operations and financial results.

2

EENT3 2 ¢ 2 <6

Any or all forward-looking statements may turn out to be wrong, and, accordingly, Kemper cautions readers not to place undue
reliance on such statements. Kemper bases these statements on current expectations and the current economic environment as
of the date of this Quarterly Report on Form 10-Q. They involve a number of risks and uncertainties that are difficult to predict.
These statements are not guarantees of future performance and actual results could differ materially from those expressed or
implied in the forward-looking statements. Forward-looking statements can be affected by inaccurate assumptions or by known
or unknown risks and uncertainties that may be important in determining the Company’s actual future results and financial
condition.

In addition to those factors discussed under Item 1A., “Risk Factors,” of Part I of Kemper’s Annual Report on Form 10-K, filed
with the U.S. Securities and Exchange Commission (the “SEC”), for the year ended December 31, 2019 (the “2019 Annual
Report”) as updated by Item 1A. of Part II of this Quarterly Report on Form 10-Q, the reader should consider the following list
of general factors that, among others, could cause the Company’s actual results and financial condition to differ materially from
estimated results and financial condition.

Factors related to the legal and regulatory environment in which Kemper and its subsidiaries operate

» Evolving policies, practices and interpretations by regulators and courts that increase operating costs and potential
liabilities, particularly any that involve retroactive application of new requirements, including, but not limited to, state
initiatives related to unclaimed property laws or claims handling practices with respect to life insurance policies and
the proactive use of death verification databases, and developments related to the novel coronavirus COVID-19
(“COVID-197);

*  Adverse outcomes in litigation or other legal or regulatory proceedings involving Kemper or its subsidiaries or
affiliates;

*  Governmental actions, including, but not limited to, implementation of new laws and regulations, and court decisions
interpreting existing and future laws and regulations or policy provisions;
*  Uncertainties related to regulatory approval of insurance rates, policy forms, insurance products, license applications,

dividends from insurance subsidiaries, acquisitions of businesses and other matters within the purview of state
insurance regulators;

* Increased costs and initiatives required to address new legal and regulatory requirements and developments related to
cybersecurity, privacy and data governance;

Factors relating to insurance claims and related reserves in the Company’s insurance businesses
* The incidence, frequency and severity of catastrophes occurring in any particular reporting period or geographic area,
including natural disasters, pandemics (including COVID-19) and terrorist attacks or other man-made events;

* The frequency and severity of insurance claims (including those associated with catastrophe losses);

*  Changes in facts and circumstances affecting assumptions used in determining loss and loss adjustment expenses
(“LAE”) reserves, including, but not limited to, the frequency and severity of insurance claims, changes in claims
handling procedures and closure patterns, development patterns and the impacts of COVID-19;

*  The impact of inflation on insurance claims, including, but not limited to, the effects on personal injury claims of
increasing medical costs and the effects on property claims attributed to scarcity of resources available to rebuild
damaged structures, including labor and materials and the amount of salvage value recovered for damaged property;



Caution Regarding Forward-Looking Statements (continued)

*  Developments related to insurance policy claims and coverage issues, including, but not limited to, interpretations,
pronouncements or decisions by courts or regulators that may govern or influence losses incurred in connection with
hurricanes and other catastrophes, including COVID-19;

*  Orders, interpretations or other actions by regulators that impact the reporting, adjustment and payment of claims;

»  Changes in the pricing or availability of reinsurance, or in the financial condition of reinsurers and amounts
recoverable therefrom;

Factors related to the Company’s ability to compete

»  Changes in the ratings of Kemper and/or its insurance company subsidiaries by rating agencies with regard to credit,
financial strength, claims paying ability and other areas on which the Company is rated;

*  The level of success and costs incurred in realizing or maintaining economies of scale, integrating acquired businesses
and implementing significant business initiatives and the timing of the occurrence or completion of such events,
including, but not limited to, those related to expense and claims savings, consolidations, reorganizations and
technology;

*  Absolute and relative performance of the Company’s products and services, including, but not limited to, the level of
success achieved in designing and introducing new insurance products and services;

»  Potential difficulties with technology, data and network security (including as a result of cyber attacks), outsourcing
relationships or cloud-based technology could negatively impact the Company’s ability to conduct business. This risk
is heightened in the current environment where a vast majority of the Company's employees have shifted to a work
from home arrangement;

*  The ability of the Company to maintain the availability and required performance of critical systems and manage
technology initiatives cost-effectively to address insurance industry developments and regulatory requirements;

*  Heightened competition, including, with respect to pricing, consolidations of existing competitors or entry of new
competitors and alternate distribution channels, introduction of new technologies, use and enhancements of telematics,
refinements of existing products and development of new products by current or future competitors;

»  Expected benefits and synergies from mergers, acquisitions and/or divestitures that may not be realized to the extent
anticipated, within expected time frames or at all, due to a number of factors including, but not limited to, the loss of
key agents/brokers, customers or employees, increased costs, fees, expenses and related charges and delays caused by
unanticipated developments or factors outside of the Company’s control;

*  The successful formulation and execution of the Company’s plan with regard to corporate strategy and significant
operational changes;

Factors relating to the business environment in which Kemper and its subsidiaries operate

*  Changes in general economic conditions, including those related to, without limitation, performance of financial
markets, interest rates, inflation, unemployment rates, significant global events such as the global pandemic related to
COVID-19, and fluctuating values of particular investments held by the Company;

*  Absolute and relative performance of investments held by the Company;
*  Changes in insurance industry trends and significant industry developments;

*  Changes in consumer trends, including changes in number of miles driven by automobile insurance policyholders, and
significant consumer or product developments;

*  Changes in capital requirements, including the calculations thereof, used by regulators and rating agencies;

»  Regulatory, accounting or tax changes that may affect the cost of, or demand for, the Company’s products or services
or after-tax returns from the Company’s investments;

»  The impact of required participation in state windpools and joint underwriting associations, residual market
assessments and assessments for insurance industry insolvencies including the impact of COVID-19;

»  Changes in distribution channels, methods or costs resulting from changes in laws or regulations, legal proceedings,
or market forces;

» Increased costs and risks related to cybersecurity that could materially affect the Company’s operations, including, but
not limited to, data breaches, cyber-incidents, virus or malware attacks or other system hazards or infiltrations
affecting system integrity, availability and performance, and actions taken to minimize and remediate the risks thereof;



Caution Regarding Forward-Looking Statements (continued)

Other risks and uncertainties described from time to time in Kemper’s filings with the SEC

Kemper cannot provide any assurances that the results and outcomes contemplated in any forward-looking statements will be
achieved or will be achieved in any particular timetable or that future events or developments will not cause such statements to
be inaccurate including impacts related to COVID-19. Kemper assumes no obligation to correct or update any forward-looking
statements publicly for any changes in events or developments or in the Company’s expectations or results subsequent to the
date of this Quarterly Report on Form 10-Q. Kemper advises the reader, however, to consult any further disclosures Kemper
makes on related subjects in its filings with the SEC.



PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Dollars in millions, except per share amounts)

(Unaudited)
Three Months Ended
Mar 31, Mar 31,
2020 2019

Revenues:

BaINEd PIIMIUIMIS .....ooeiiiii et e e et e e et e e e e s e e e s e eeane e s $1,1664 $1,074.8

Net INVEStMENTt INCOMIE ......eeeuiiiiiiieiieeii ettt sttt e sttt e sateebeesabeenbeesanesnses 85.6 82.7

OthEr INCOME.....c.viieiiiiciiiiect ettt ettt ettt et et et eete et e e st e beesaeeteesbesaeesbesseessestsenseessenteesseseenns 90.3 1.9

Income (Loss) from Change in Fair Value of Equity and Convertible Securities ............cccceevvevennenne. (117.8) 64.4

Net Realized Gains on Sales of INVEStMENTS ..........cc.ociiiiiiiiiiiiiiiie e 16.5 16.1

IMPAITTENTE LOSSES ...uvieiiiiieiieiieie ettt ettt ettt et et e s te et e eteesseeseessesseesseessesseessesssensesseensenssensenssensenses (12.0) 3.6)
TOTAL REVEIIUES.......eeieeiiieiee ettt ettt e e e et e e et e e e eaa e e s ema e e e et e e esaeeesaneeeesateeesnsseesaneeesateeennns 1,229.0 1,236.3
Expenses:

Policyholders’ Benefits and Incurred Losses and Loss Adjustment EXpenses.............ccccceeveeveenvenneene. 835.2 765.4

INSUIANCE EXPEIISES ..cuviiiiiiiieiieiiie sttt ettt et sttt s e s b e st e et esabeesseesabeesatesnseesaneensaensnean 271.6 234.8

Interest and Other EXPENSES.......cc.ocviiuiiiiiiiiieitieiecteei ettt ettt ettt et be s teebesteebeets e beesseereeans 44.5 41.4
TOLAl EXPENSES ...evveuvieeretieiiietieieettete et ettt e bt etesteesbesteesbeesaesseessenseasseseaseesseassesseensesssensesssensenssensenssensenses 1,151.3 1,041.6
Income from Continuing Operations before INCOmMEe TaXeS........c.ccceevivrieiiiieiiiiicieceeie e 77.7 194.7
INCOME TAX EXPENSE ....vivieeiiitieiieeieie ettt ete st ete sttt et estt e b e e st e beeseesseeseesseassesseensesssensesssensenssensenssensenses (13.7) (39.4)
INEEINCOMIE ......veeeeeeeee ettt ettt ettt ettt et et et e e et e s ese et eseeeese et eseetenseseaseseaseseseseeseseesessesensenens § 640 $ 1553
Income from Continuing Operations Per Unrestricted Share: -

BaSIC ...ttt ettt ettt et et et e et et et e ae et ene et ent et et tent et e e ete et ereenens $§ 09 § 238

DHIUIEA. ..o $ 095 § 235
Net Income Per Unrestricted Share: -

BASIC ...vititieteteet ettt ettt ettt ettt ettt et te et te b ete s ete et ere e b e st et entete st ete s ete s ete e ens $§ 096 § 238

DHIUEE ..o sse e $ 095 § 235

The Notes to the Condensed Consolidated Financial Statements are an integral part of these financial statements.



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Dollars in millions)

(Unaudited)
Three Months Ended
Mar 31, Mar 31,
2020 2019
NEE TICOMIC ...ttt ettt ettt et es et b b et e st s e b et eseasebeseseseesesesase s sesesess s esesesessesesesesesesns $§ 640 § 1553
Other Comprehensive Income (Loss) Before Income Taxes:
Changes in Net Unrealized Holding Gains (Losses) on Investment Securities with:
No Credit Losses Recognized in Consolidated Statements of Income ............cccoevvevieieiineeciiereennne. (201.9) 162.8
Credit Losses Recognized in Consolidated Statements of INCOME...........c.ccveeveriircienenieneeieceeieeens 2.9) —
Decrease in Net Unrecognized Postretirement Benefit COsts .........cccveveiiieciiiiiicieiiceceeieeeeeeeiee 0.7 0.6
Gain on Cash FIOW HEAZES .......ccccouiiiiiiiiecieeie ettt sttt ettt et s teesse e essessaenseesaenseees 0.1 0.1
Other Comprehensive Income (Loss) Before InCome TaXes ..........cccvevviveeviiiiieciiiienieceeeeeeeereee e (204.0) 163.5
Other Comprehensive Income Tax Benefit (EXPEnse).........ccceviecierierieiienieiieieseeieeeese e 42.8 (344)
Other Comprehensive INCOME (LLOSS) ......oiviiiiiiiciiciicieetieteet ettt ettt re e ve e enis (161.2) 129.1
Total Comprehensive INCOME (LLOSS) ...ouviruieiieriieieitieieeieieetesteete e etesteeaeseebeseaesseesaesseessesseensesseensenes $ (972) § 2844

The Notes to the Condensed Consolidated Financial Statements are an integral part of these financial statements.



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions, except per share amounts)

(Unaudited)
Mar 31, Dec 31,
2020 2019
Assets:
Investments:
Fixed Maturities at Fair Value (Amortized Cost: 2020 - $6,667.3; 2019 - $6,372.7,
Allowance for Credit Losses: 2020 = $4.6) .....cooveeieeeeeeeeeeeeeee e $ 6,998.5 §$ 6,922.1
Equity Securities at Fair Value (Cost: 2020 - $698.0; 2019 - $818.8)..c.cecevveiveirieirieirieine 709.8 907.3
Equity Securities at Modified COSt.........ccociiiiiiiiiieciecieeeeceee ettt et et 44.8 41.9
Equity Method Limited Liability Investments at Cost Plus Cumulative Undistributed
BAIMINES ....oiiitiiiiecieeeie ettt ettt e et e et e s b e e ae e e tb e e baeeabe e beaeabeenbeesabeenbeesraeesaensreans 226.3 220.4
Convertible Securities at Fair ValUC ...........cccccovviiiiiiiiiicicciecceeeeee et 32.8 373
Short-term Investments at Cost which Approximates Fair Value............c.ccccovevveeiecieericcneeneene. 166.7 470.9
Other INVESLMENTS ......c.eiiieiiciicieeieie ettt ettt e bt e e b e eteesseeteessesseessessaesseessesseessans 760.2 661.5
TOtA] TNVESTMEITS ...ttt et e e et e e e e e s e et e e st e eeeaeeeseaeeesananeseaaeeeseaneesanaeesns 8,939.1 9,261.4
CASH ..ttt et h et e b e e tb e he e s b e b e e s b e teesbeeteebeereebeereeaeesaeteeneans 301.3 136.8
Receivables from Policyholders (Allowance for Credit Losses: 2020 - $23.1; 2019 - $22.3) 1,219.1 1,117.1
Other RECEIVADIES .......ccueeiiiieiiieiiciieeeie ettt ettt et ste b e te e b e e teesessaebessaesaeesaesseessans 207.8 219.7
Deferred Policy ACQUISTHON COSES.......ccuiiviiiuierieitieeieiteeteeteereereereeteere et ereeteeeaeereeeseerseeaeeraesseessens 551.5 537.7
GOOAWILL ...ttt ettt et et e et e st e e st e s beesbesteesseeseesbeeseessessaessesssesseessesseessans 1,114.0 1,114.0
Current INCOME TaAX ASSELS ....cuiiiuiieiiieeiieiieeie et e steete e st e esteesteeebeesteeebeessseesseessseasseessseesseensseensens 17.8 44.7
OtHET ASSEES ....uiiuieiieetiitieteete et e et et e et ete et esbeeteesbeestessesssesseessesseessesseesseaseessesssessesssessesssesseesaeseassans 581.7 557.7
TOLAL ASSEES ...t e e e et e e e e e e e e et e e e et e e e e e e e et e e eaneas $ 129323 $§ 12,989.1
Liabilities and Shareholders’ Equity:
Insurance Reserves:

Life and HEAITN .....ooviiniieieeeeeeeee ettt et e et s et eaeeeae e $ 3,500.8 $ 3,502.0

Property and Casualty .........cccieiiiiiiiiiiieiece ettt ettt et et ae e e abeeaaeraeens 1,941.6 1,969.8
Total INSUTANCE RESEIVES ......cocuvviiieeii ittt ettt e et e et e e e e e e staeeeeaaeessneeessaeesnns 5,442 .4 5,471.8
UNEAINEd PIrEIMIUITIS. ....ooiiiiiiiiiiiii ettt e e ettt e e e e et e e e s eesaateeessesnaaeeeesssnnnseeeessanaaeeeesas 1,621.4 1,545.5
Policyholder Contract Liabilities ........c.ccuieieriieeeriieiiriieieite ettt sre e e sreesaesaeennas 430.5 309.8
Deferred Income Tax Liabilities ........c.coiiviiiuiiieiiieiiirieiecie ettt ettt ere e ete e eae e eaeennens 116.0 178.2
Accrued Expenses and Other Liabilities. ..........cooieiirieriiiieriiiecie sttt 783.1 733.1
Long-term Debt, Current and Non-current, at Amortized Cost (Fair Value: 2020 - $779.7; 2019

2 8820, 2) ettt ettt ettt et et et e b e b et et et enb et entesbersereeaeeteereens 778.1 778.4
TOTAL LAADIIIEIES ...ttt e e e et e et e e et e e e eaeeeseaaeeeeaaeeseaaeeeseaneesanaeesns 9,171.5 9,016.8
Shareholders’ Equity:

Common Stock, $0.10 Par Value, 100 Million Shares Authorized; 65,365,417 Shares Issued

and Outstanding at March 31, 2020 and 66,665,888 Shares Issued and Outstanding at

DECEMDET 31, 2019 oottt ettt e e et e e e e s ettt e e e seeaaeeeesasiaseeeesesenaaaeeeesannns 6.5 6.7
Paid-in Capital ........c.ocoviiiieiiiiciiceee ettt ettt ere et et eraesaeennen 1,788.2 1,819.2
Retained Earings ........ccccveieiiieieiiieiieieie et ettt et ste et e steesaesaeessessaessaesaesseessenseessenseensesseensas 1,791.2 1,810.3
Accumulated Other Comprehensive INCOME............ccvevvieiiiiieiiiiiceceeeceeeeee e 174.9 336.1

Total Shareholders” EQUILY........cccveviirvieriiiierieeierie ettt ettt e steeae e e esbeeseessessaessessaessesssesseessens 3,760.8 3,972.3
Total Liabilities and Shareholders’ EQUILY.........c.covevveieieieeieeieeeeeeeece et $§ 12,9323 § 12,989.1

The Notes to the Condensed Consolidated Financial Statements are an integral part of these financial statements.



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in millions)

(Unaudited)
Three Months Ended
Mar 31, Mar 31,
2020 2019
Operating Activities:
INEE INCOMIE ...ttt b ettt b et et se b s et ese s sesese e e s esesene s sesese st esesesenesesesens $ 640 $ 1553
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:
Increase in Deferred Policy ACQUISTHON COSES ....cveeviriieriieiieiieieieeiesieeeesteeeesreeseseeesesseeseesnesenns (13.8) (29.2)
Amortization of Intangible ASSEts ACQUITEd..........ccverierieriirieriieieieeiesieeie et eae e eae e sse e sseesaenneas 4.7 8.7
Equity in Earnings of Equity Method Limited Liability Investments ...........cc.ccccecevirinenenenenenns (1.8) 3.6)
Distribution of Accumulated Earnings of Equity Method Limited Liability Investments................. 1.1 43
Decrease (Increase) in Value of Equity and Convertible Securities at Fair Value............ccccceevennen. 117.8 (64.4)
Amortization of Investment Securities and Depreciation of Investment Real Estate........................ 0.4 1.6
Net Realized Gains on Sales of INVEStMENLS .........ceeviiriiriiiieiieieieeieseeie e sae e e (16.5) (16.1)
IMPAITINENTE LOSSES ...vieuviiieiiietieiietierieetete ettt e st eb et eesbe s st esseeseesseeseeseeseesseessesseensesseensesssensenssensenns 12.0 3.6
Depreciation and Amortization of Property, Equipment and Software ...........c.ccevevvererieneniennnnne 8.0 3.1
INCrease in RECEIVADIES .......cciiiiiieiieieit ettt ettt ettt et esaeesaesbeesbesseessesseensessaensenns (89.4) (56.1)
Increase (Decrease) in INSUrance RESEIVES........c.evvieiiriieiieieiieieie ettt se e s e (294) 3.8
Increase in Unearned PremIUMS .......ccceiiiiiiiriiininenesesee ettt s 75.9 75.2
Change iN INCOME TaAXES ......eevevieieriieieriietesteete st ete e ete st eseeseesseeseesseessesseessesseassesseensesssensenssensenns 14.7 40.1
Change in Accrued Expenses and Other Liabilities.........c.ocvvervieieriieeienieienieeie e sveieeeeiens (76.3) (42.4)
ORET, INET. ..ttt sttt ettt et e bt eb e e bt e bt eb e ebesbesb e b e s be st e ntenaentens 9.1 5.1
Net Cash Provided by Operating ACHVILIES......c.ccverierierierierieiiesieeiesieesesteeeesseesesseessesseessesssessesssessens 62.3 89.0
Investing Activities:
Sales, Paydowns and Maturities of Fixed Maturities.........ccceecveriirierieeieniieieeieieeeenee e sae e saesne e 225.5 402.6
Purchases of FIXed MatUrItICS .......ccecvieieriieierieeierieeiecieetesttete et esae st estesseeseesaessessaessessaessessaessesssensens (393.9) (368.4)
Sales of Equity and Convertible SECUTIIES ..........ecverieriirierieiierieeiesieete st ere e ereeseeaeseeessessaessesssessens 372.1 39.6
Purchases of Equity and Convertible SECULILIES .......c.cccuerverirrierieieeieie ettt seeene e eee e esaeseeas (290.0) (207.6)
Acquisition and Improvements of Investment Real Estate ..........ccocceveveviirieniiecienieieieeeeceeee 0.1) 0.4)
Sales of Investment Real ESate .........coooueiiiiiiiiiiiiiinreeeeeee et 1.9 —
Sale of and Return of Investment of Equity Method Limited Liability Investments............c.....c........ 4.0 7.1
Acquisitions of Equity Method Limited Liability Investments ..........cccccoecveveecieniecienieieeeeeeeeeeeee 9.2) (18.6)
Decrease (Increase) in Short-term INVESTMENLS ...........ceevveiiieiierieiinieie ettt see e sre e sae e e 301.8 (53.3)
Acquisition of Mort@age LOANS.........ceccueriirierieieeieeeett ettt sttt esaesseesaesseessesseensenes (4.6) —
Paydowns Of Mort@age LOANS........c.ccieiirieieriieie ettt ettt b e esessaessessaesseesaessesnsensens 8.5 —
Increase in Other INVESIMENTS .........ccuieciiriiierie ettt ettt e e sesseessesseesseesaesseensensens 0.4) (10.6)
Purchases of Corporate-owned Life INSULANCE ........ccvevvievieriieiiiieieeieie e (100.0) —
Acquisition of Software and Long-1ived ASSELS........cccvvieriirieriiieeiiereeieeeeee e (20.1) .3)
ONET, N ...ttt b ettt b bttt e e e st e st et e bt e bt e bt e bt e bt e b st e st et e nbeneennen (1.5) (0.8)
Net Cash Provided (Used) by INVEStING ACHVItICS .....cuververererieiieieeieriietesteeiesteeseeseesaesseessessnessesnsensens 94.0 (219.7)
Financing Activities:
Proceeds from Policyholder Contract Liabilities ..........cceoveruierierierienieieeieieeiesie e sie e sae e sseeaeeneas 156.6 187.7
Repayment of Policyholder Contract Liabiliti€s..........cceevveruierierieiiieieieeieie et (36.2) (10.0)
Common StOCK REPUICHASES.........cceerviiieriieieriieie ettt b e esesseessesseesseenaesseessensens (95.9) —
Dividends and Dividend Equivalents Paid.............ccoceiiriiiiiieiiiiieiieeieeee e (20.0) (16.4)
Proceeds from Shares Issued under Employee Stock Purchase Plan.............cccoevvvieniicieniecieneeienen. 1.0 —
Cash EXercise Of StOCK OPtiONS .......c.iecierieieriieierieeiesieetesteeie st eaesteestesseeseesaessessaessesssessessaessesssessens 2.7 1.3
Net Cash Provided by FINancing ACHVILIES......c.cccververierierierieiiesieeteseeeesteetesseeseeseessesseessesssessesssessens 8.2 162.6
INCTEASE TN CASI ...ttt ettt et ettt et e b e bbbt et besae e et enee 164.5 31.9
Cash, BeZINNING Of YEAT ........ccuivieiiiiierii ettt ettt ettt et eetesbe et e sseesaesseessesseessessaensesssensensaesenns 136.8 75.1
CaSh, ENA OF PEIIOM ....c.viieeieiiiiceieeee ettt ettt ea et e et e te st etesateaeeateseenseseeneesanens $ 3013 $ 107.0

The Notes to the Condensed Consolidated Financial Statements are an integral part of these financial statements.



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(Dollars in millions)

(Unaudited)
Three Months Ended Mar 31, 2020
Accumulated
Number Other Total

(Dollars and Shares in Millions, of Common Paid-in  Retained Comprehensive Shareholders’
Except Per Share Amounts) Shares Stock Capital  Earnings Income Equity
Balance, December 31,2019 ........................... 66.7 $ 6.7 $1,819.2 $1,810.3 $ 336.1 $ 3,972.3
Net INCOME ..c.eeveieieiiieiiiiecccceeece — — — 64.0 — 64.0
Other Comprehensive Loss (Note 8)................. — — — — (161.2) (161.2)
Cash Dividends and Dividend Equivalents to

Shareholders ($0.30 per share)..................... — — — (20.2) — (20.2)
Repurchases of Common Stock...........cccueneee.. (1.5) (0.1) (40.7) (60.4) — (101.2)
Shares Issued Under Employee Stock
Purchase Plan.........ccccooeveveneneniciinieceiccncs — — 1.0 — — 1.0
Equity-based Compensation Cost...................... — — 7.3 — — 7.3
Equity-based Awards, Net of Shares

Exchanged.........ccooovviiiiniiiiiis 0.2 (0.1) 1.4 (2.5) — (1.2)
Balance, March 31, 2020 654 $ 6.5 $1,788.2 $1,791.2 $ 1749 $ 3,760.8

Three Months Ended Mar 31, 2019
Accumulated
Number Other Total

(Dollars and Shares in Millions, of Common Paid-in Retained Comprehensive Shareholders’
Except Per Share Amounts) Shares Stock Capital Earnings Income Equity
Balance, December 31, 2018........................... 647 $ 6.5 $1,666.3 $1,3555 § 21.8 $ 3,050.1
Net INCOME...c..eevvieiiieiiiieenieeeeeeeeeee — — — 155.3 — 155.3
Other Comprehensive Income (Note §)............. — — — — 129.1 129.1
Cash Dividends and Dividend Equivalents to

Shareholders ($0.25 per share)..................... — — — (16.4) — (16.4)
Equity-based Compensation Cost...................... — — 7.6 — — 7.6
Equity-based Awards, Net of Shares

Exchanged ........cccocoviiiiiiiiin, 0.2 — (0.9 4.7 — (5.6)
Balance, March 31,2019 ... 649 $ 6.5 $1,673.0 $1,489.7 § 1509 § 3,320.1

The Notes to the Condensed Consolidated Financial Statements are an integral part of these financial statements.



KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 - Basis of Presentation

The Condensed Consolidated Financial Statements included herein have been prepared pursuant to the rules and regulations of
the SEC and include the accounts of Kemper Corporation and its subsidiaries and are unaudited. All significant intercompany
accounts and transactions have been eliminated. Certain prior year amounts for company-owned life insurance (“COLI”) have
been reclassified from Other Assets to Other Investments to conform to the current presentation.

Certain financial information that is normally included in annual financial statements, including certain financial statement
footnote disclosures, prepared in accordance with accounting principles generally accepted in the United States of America
(“GAAP”) is not required by the rules and regulations of the SEC for interim financial reporting and has been condensed or
omitted. In the opinion of the Company’s management, the Condensed Consolidated Financial Statements include all
adjustments necessary for a fair presentation. The preparation of interim financial statements relies heavily on estimates. This
factor and other factors, such as the seasonal nature of some portions of the insurance business, as well as market conditions
and the impacts of COVID-19, call for caution in drawing specific conclusions from interim results. The accompanying
Condensed Consolidated Financial Statements should be read in conjunction with the Company’s Consolidated Financial
Statements and related notes included in the 2019 Annual Report.

Adoption of New Accounting Guidance

Guidance Adopted in 2020

In June 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2016-13,
Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, which replaces the
existing incurred loss impairment model with an expected credit loss impairment model. The expected credit loss impairment
model requires the entity to recognize its estimate of expected credit losses for affected financial assets using an allowance for
credit losses and requires consideration of a broader range of reasonable and supportable information to inform credit loss
estimates. The amendments in this ASU require a financial asset (or a group of financial assets) measured at amortized cost
basis to be presented at the net amount expected to be collected. The allowance for credit losses is a valuation account that is
deducted from the amortized cost basis of the financial asset(s) to present the net carrying value at the amount expected to be
collected. The income statement includes the measurement of credit losses for newly recognized financial assets, as well as the
expected increases or decreases of expected credit losses that have occurred during the period. Credit losses on available-for-
sale debt securities are measured in a manner similar to prior GAAP, although ASU 2016-13 requires that they be presented as
an allowance rather than as a write-down of the amortized cost. In situations where the estimate of credit loss on an available-
for-sale debt security declines, entities will be able to record a reversal of the allowance to income in the current period, which
was prohibited prior to the adoption of ASU 2016-13. ASU 2016-13 was adopted a modified retrospective method for financial
assets measured at amortized cost as well as receivables from policyholders. Prior period amounts have not been adjusted and
continue to be reported in accordance with the previous accounting guidance. A prospective transition approach is required for
available-for-sale fixed maturity securities that have recognized an other-than-temporary impairment write-down prior to the
effective date. The Company adopted the guidance effective January 1, 2020, which resulted in no cumulative-effect
adjustment to retained earnings.

In January 2017, the FASB issued ASU 2017-04, Intangibles—Goodwill and Other (Topic 350). To simplify the subsequent
measurement of goodwill, ASU 2017-04 eliminates Step 2 from the goodwill impairment test. In computing the implied fair
value of goodwill under Step 2, an entity previously had to perform procedures to determine the fair value at the impairment
testing date of its assets and liabilities (including unrecognized assets and liabilities) following the procedure that would be
required in determining the fair value of assets acquired and liabilities assumed in a business combination. Instead, under the
amendments in this Update, an entity performs its annual, or interim, goodwill impairment test by comparing the fair value of a
reporting unit with its carrying amount. An entity recognizes an impairment charge for the amount by which the carrying
amount exceeds the reporting unit’s fair value. However, the loss recognized is limited to the total amount of goodwill allocated
to that reporting unit. Additionally, ASU 2017-04 eliminates the requirements for any reporting unit with a zero or negative
carrying amount to perform a qualitative assessment and, if it fails that qualitative test, to perform Step 2 of the goodwill
impairment test. Therefore, the same impairment assessment applies to all reporting units. ASU 2017-04 is effective for annual
periods beginning after December 15, 2019 and interim periods within those annual periods. There was no impact of the
adoption of ASU 2017-04.

In April 2019, the FASB issued ASU 2019-04, Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
Topic 815, Derivatives and Hedging, and Topic 825, Financial Instruments. ASU 2019-04 clarifies certain aspects of
accounting for credit losses, hedging activities, and financial instruments, previously addressed by ASU 2016-13, Measurement
of Credit Losses on Financial Instruments, ASU 2017-12, Targeted Improvements to Derivatives and Hedging Activities, and
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 1 - Basis of Presentation (continued)

ASU 2016-01, Recognition and Measurement of Financial Assets and Financial Liabilities. The Company adopted ASU
2017-12 in the first quarter of 2019. Accordingly, the amendments in ASU 2019-04 related to clarifications on accounting for
hedging activities are effective for the Company in the first quarter of 2020. The amendments of ASU 2019-04 related to ASU
2016-01, Recognition and Measurement of Financial Assets and Financial Liabilities, and ASU 2016-13, Measurement of
Credit Losses on Financial Instruments, are effective for annual periods beginning after December 15, 2019, and interim
periods within those annual periods. The impact of the adoption of ASU 2019-04 was not material.

In May 2019, the FASB issued ASU 2019-05, Financial Instruments—Credit Losses (Topic 326). Targeted Transition Relief.
ASU 2019-05 provides transition relief for entities adopting the credit loss standard, ASU 2016-13. Specifically, ASU 2019-05
amends ASU 2016-13 to allow companies to irrevocably elect, upon adoption of ASU 2016-13, the fair value option for
financial instruments that are: (i) within the scope of the credit loss guidance in Accounting Standards Codification (“ASC”)
Topic 326, Financial Instruments—Credit Losses; (i1) were previously recorded at amortized cost; (iii) are eligible for the fair
value option under ASC Topic 825, Financial Instruments; and (iv) are not held to maturity debt. ASU 2019-05 is effective for
annual periods beginning after December 15, 2019 and interim periods within those annual periods. The Company did not elect
the fair value option upon adoption of ASU 2016-13 for the financial instruments outlined above.

Guidance Not Yet Adopted

In August 2018, the FASB issued ASU 2018-12, Financial Services—Insurance (Topic 944): Targeted Improvements to
Accounting for Long-Duration Contracts. ASU 2018-12 amends the accounting model for certain long-duration insurance
contracts and requires the insurer to provide additional disclosures in annual and interim reporting periods. ASU 2018-12 is
effective for fiscal years beginning after December 15, 2021, and interim periods within those annual periods. The amendments
in ASU 2018-12 are intended to improve measurement of the liability for future policy benefits related to nonparticipating
traditional and limited-payment contracts, measurement and presentation of market risk benefits, amortization of deferred
acquisition costs, and enhance presentation and disclosures. The Company is currently evaluating the impact of this guidance
on its financial statements.

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes.
ASU 2019-12 is intended to simplify accounting for income taxes by eliminating certain exceptions to the guidance in ASC
Topic 740, Income Taxes, related to the approach for intraperiod tax allocation, the methodology for calculating income taxes in
an interim period, and the recognition of deferred tax liabilities for outside basis differences. ASU 2019-12 also simplifies
aspects of the accounting for franchise taxes and enacted changes in tax laws or rates and clarifies the accounting for
transactions that result in a step-up in the tax basis of goodwill. Further, ASU 2019-12 clarifies that single-member limited
liability companies and similar disregarded entities that are not subject to income tax are not required to recognize an allocation
of consolidated income tax expense in their separate financial statements, but they could elect to do so. ASU 2019-12 is
effective for annual periods beginning after December 15, 2020 and interim periods within those annual periods. The Company
is currently evaluating the impact of this guidance on its financial statements.

In March 2020, FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate
Reform on Financial Reporting, which provides optional expedients and exceptions for applying generally accepted accounting
principles to contracts, hedging relationships, and other transactions affected by reference rate reform if certain criteria are met.
The guidance in ASU 2020-04, if elected, shall apply to contract modifications if the terms that are modified directly replace, or
have the potential to replace, a reference rate with another interest rate index. If other terms are contemporaneously modified in
a manner that changes, or has the potential to change, the amount or timing of contractual cash flows, the guidance in ASU
2020-04 shall apply only if those modifications are related to the replacement of a reference rate. ASU 2020-04 is effective for
all entities as of March 12, 2020 through December 31, 2022. The Company is currently evaluating the impact of this guidance
on its financial statements.

The Company has adopted all other recently issued accounting pronouncements with effective dates prior to January 1, 2020.
There were no adoptions of such accounting pronouncements during the three months ended March 31, 2020 that had a
material impact on the Company’s Condensed Consolidated Financial Statements. With the exception of ASU 2018-12,
Financial Services—Insurance (Topic 944): Targeted Improvements to Accounting for Long-Duration Contracts, the Company
does not expect the adoption of recently issued accounting pronouncements with effective dates after March 31, 2020 to have a
material impact on the Company’s financial statements and/or disclosures.
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)
Note 1 - Basis of Presentation (continued)
Accounting Policies
The following accounting policies have been updated effective January 1, 2020 to reflect the Company's adoption of ASU
2016-13, Financial Instruments—Credit Losses (Topic 326). Measurement of Credit Losses on Financial Instruments as

described above.

Investments in Fixed Maturities - Allowance for Expected Credit Losses

For fixed maturity investments that the Company intends to sell or for which it is more likely than not that the Company will be
required to sell before an anticipated recovery of value, the full amount of the impairment is reported in Impairment Losses.
The Company writes down the investment’s amortized cost to its fair value, and will not adjust for any subsequent recoveries.

For fixed maturity investments that the Company does not intend to sell or for which it is more likely than not that the
Company will not be required to sell before an anticipated recovery of value, the Company will evaluate whether a decline in
fair value below the amortized cost basis has occurred from a credit loss or other factors (non-credit related). Considerations in
the credit loss assessment include (1) extent to which the fair value has been less than amortized cost, (2) conditions related to
the security, an industry, or a geographic area, (3) payment structure of the investment and the likelihood of the issuer's ability
to make contractual cashflows, (4) defaults or other collectability concerns related to the issuer, (5) changes in the ratings
assigned by a rating agency and (6) other credit enhancements that affect the investment’s expected performance.

Any increase or decrease in the expected allowance for credit losses related to investments is recognized in Impairment Losses.
The expected allowance for credit losses is limited by the amount that the fair value is less than the amortized cost basis and is
adjusted for any additional expected credit losses or subsequent recoveries. The amortized cost basis of the investment is not
adjusted for the expected allowance for credit loss. The impairment related to other factors (non-credit related) is reported in
Other Comprehensive Income, net of applicable taxes.

The Company reports accrued investment income separately for available-for-sale fixed maturity securities and has elected not
to measure an allowance for credit losses on accrued investment income. Accrued investment income is written off through

impairment losses at the time the issuer of the bond defaults or is expected to default on interest payments.

Receivables from Policyholders - Allowance for Expected Credit Losses

The allowance for credit losses is a valuation account that is deducted from the receivables from policyholders based on the net
amount expected to be collected on the insurance contract. Receivables from policyholders are charged off against the
allowance when management believes the uncollectability of the receivable is confirmed. Expected recoveries do not exceed
the aggregate of amounts previously charged-off and expected to be charged-off.

Management estimates the allowance using relevant available information, from internal and external sources, related to past
events, current conditions, and reasonable and supportable forecasts. Historical credit loss experience on the receivables from
policyholders provide the basis for the estimation of expected credit losses. Adjustments to historical loss information are made
for differences in current environmental conditions primarily unemployment rates that could impact an insureds ability to pay
premiums and the anticipated impact of COVID-19.

11



KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 2 - Investments
Fixed Maturities

The amortized cost and estimated fair values of the Company’s Investments in Fixed Maturities at March 31, 2020 were:

Allowance
for
Gross Unrealized Expected
Amortized Credit
(Dollars in Millions) Cost Gains Losses Losses Fair Value
U.S. Government and Government Agencies and Authorities............. $ 7003 $ 603 $ — S — $ 760.6
States and Political SubdiVISIONS...........ccoivvvuiiieiiiiiiiieeeeeerieee e 1,400.1 133.0 4.1 — 1,529.0
Foreign GOVEINMENLS............ccuevreeiierieiiereeieeeeteeeeesteeee e essesreessenaeens 7.3 — (1.2) (1.1 5.0
Corporate Securities:

Bonds and NOES.......cceiuirirerieieeeeee e 3,697.7 314.4 (74.6) (3.5) 3,934.0
Redeemable Preferred StockS........cvevieeiiiiiieciieiieciecieeceeeeee 6.8 — 0.1) — 6.7
Collateralized Loan Obligations.............ccccceevveeeerreeienreeeenieenenneens 684.5 0.8 91.8) — 593.5
Other Mortgage- and Asset-backed............ccoovveveniiienencienieiee 170.6 7.2 8.1) — 169.7
Investments in Fixed Maturities .............ccooveieveieeeiereeeeeeeeeeeee $6,667.3 $ 5157 $ (179.9) $ (4.6) $6,998.5

The amortized cost and estimated fair values of the Company’s Investments in Fixed Maturities at December 31, 2019 were:

Gross Unrealized

Amortized

(Dollars in Millions) Cost Gains Losses Fair Value
U.S. Government and Government Agencies and Authorities .................. § 7847 $ 325 3 (1.3) $ 8159
States and Political SUDAiVISIONS ...........cceevvieieviieiiiiieieceece e 1,386.4 130.5 (1.1 1,515.8
Foreign GOVEINMENLS............ccuerrieriirieieiienieeiesieetenieesesseeseeseessessnesseennas 17.2 1.2 (1.6) 16.8
Corporate Securities:

Bonds and NOTES .......evveeieiieieee ettt ee e e et eeeeseeaeeeeenas 3,465.0 401.8 (7.1) 3,859.7

Redeemable Preferred StoCKS ........coocvievieiiiiciiiiieeceeeceeeceee s 6.8 — 0.1) 6.7

Collateralized Loan Obligations ............c.ecceeeerierveeriereenieneenieneenieeenens 624.6 2.1 (8.5) 618.2

Other Mortgage- and Asset-backed...........c.cceevviivieviiiiiiiicecieie, 88.0 2.1 (1.1 89.0
Investments 1IN Fixed Maturiti€S.......coovouvieeeiieerieeeeeeeeeeeeeeeeeeieeeeeeeeeeeeeeenan $ 63727 § 5702 $ (20.8) $§ 6,922.1

Other Receivables included $7.7 million and $1.0 million of unsettled sales of Investments in Fixed Maturities at March 31,
2020 and December 31, 2019, respectively. Accrued Expenses and Other Liabilities included unsettled purchases of
Investments in Fixed Maturities of $76.2 million and $19.5 million at March 31, 2020 and December 31, 2019, respectively.

The amortized cost and estimated fair values of the Company’s Investments in Fixed Maturities at March 31, 2020 by
contractual maturity were:

Amortized

(Dollars in Millions) Cost Fair Value

DUE 1N ONE YEAT OF LESS ...vevveieeeteeeeteeeteeeeteeee ettt ettt ee et e e e ss et e e et enseteeete s eseeseseeseneesens $ 1003 $ 98.8
Due after One Year t0 FIVE YEAIS........cooouiiiiieieieeie e et eeneeeeneeean 1,059.5 1,050.5
Due after FIVe Years t0 TEN YEAIS .......cocouviiiiiieieiie ettt e et e e e e e e e sraeesenreesenneessneeeas 1,515.1 1,586.7
DUE QfEET TN YRAIS ...evviiiiiieieieeee ettt e e et e e e et e e e se e e e e s sesaaaeeesessnnateeeessnnaenees 2,592.0 2,919.2
Mortgage- and Asset-backed Securities Not Due at a Single Maturity Date.........c.cccccevievninincnenne. 1,400.4 1,343.3
Investments in FIXEd MAtUITTIES .........ooivuiiiiieie ettt et e e e e eeena e eenaeessaaeesnnreesenneessneeeas $ 66673 $ 6,998.5

The expected maturities of the Company’s Investments in Fixed Maturities may differ from the contractual maturities because
issuers may have the right to call or prepay obligations with or without call or prepayment penalties.
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 2 - Investments (continued)

Investments in Mortgage- and Asset-backed Securities Not Due at a Single Maturity Date at March 31, 2020 consisted of
securities issued by the Government National Mortgage Association with a fair value of $561.4 million, securities issued by the
Federal National Mortgage Association with a fair value of $6.8 million, securities issued by the Federal Home Loan Mortgage
Corporation with a fair value of $13.3 million and securities of other non-governmental issuers with a fair value of $761.8
million.

An aging of unrealized losses on the Company’s Investments in Fixed Maturities at March 31, 2020 is presented below.

Less Than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Dollars in Millions) Value Losses Value Losses Value Losses
Fixed Maturities:
States and Political Subdivisions............... 66.0 3.9 1.6 0.2) 67.6 4.1
Foreign Governments..............ccccoevevennne. 2.9 0.5) 2.1 0.7 5.0 (1.2)
Corporate Securities:
Bonds and Notes .........ccccevvecverieienncnne, 888.0 (68.7) 30.5 59 918.5 (74.6)
Redeemable Preferred Stocks ............... 6.7 0.1 — — 6.7 0.1
Collateralized Loan Obligations ........... 308.6 (51.0) 2533 (40.8) 561.9 (91.8)
Other Mortgage- and Asset-backed....... 76.8 8.1 — — 76.8 8.1
Total Fixed Maturities............cccoeveevveereevennne. $ 13490 $ (1323) $§ 2875 § “47.6) $§ 16365 $ (179.9)

At March 31, 2020, the Company did not have the intent to sell these investments, and it was not more likely than not that the
Company would be required to sell these investments before an anticipated recovery of value. The Company considers many
factors in evaluating whether the unrealized losses were credit related including, but not limited to, the extent to which the fair
value has been less than amortized cost, conditions related to the security, industry, or geographic area, payment structure of the
investment and the likelihood of the issuer’s ability to make contractual cashflows, defaults or other collectability concerns
related to the issuer, changes in the ratings assigned by a rating agency, and other credit enhancements that affect the
investment’s expected performance. The Company determined that the unrealized losses on these securities were due to non-
credit related factors.

Investment-grade fixed maturity investments comprised $110.7 million and below-investment-grade fixed maturity investments
comprised $69.2 million of the unrealized losses on investments in fixed maturities at March 31, 2020. For below-investment-
grade fixed maturity investments in an unrealized loss position, the unrealized loss amount, on average, was approximately
17% of the amortized cost basis of the investment.

An aging of unrealized losses on the Company’s Investments in Fixed Maturities at December 31, 2019 is presented below.

Less Than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Dollars in Millions) Value Losses Value Losses Value Losses
Fixed Maturities:
U.S. Government and Government
Agencies and Authorities $ 1185 $ 1.3) $ 51 $ — $ 1236 § (1.3)
States and Political Subdivisions 63.0 0.7) 5.4 0.4) 68.4 (1.1)
Foreign Governments 1.0 0.3) 31 (1.3) 4.1 (1.6)
Corporate Securities:
Bonds and Notes 160.0 2.1 70.7 5.0 230.7 (7.1
Redeemable Preferred Stocks 5.5 0.1) — — 5.5 0.1)
Collateralized Loan Obligations 95.5 (1.9 355.6 (6.6) 451.1 8.5)
Other Mortgage- and Asset-backed 72.8 (1. — — 72.8 (1.1
Total Fixed Maturities § 5163 § (7.5) $ 4399 $ (133) $ 9562 § (20.8)



KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 2 - Investments (continued)

Unrealized losses on fixed maturities, which the Company determined to be temporary at December 31, 2019, were $20.8
million, of which $13.3 million was related to fixed maturities that were in an unrealized loss position for 12 months or longer.
There were $0.3 million unrealized losses at December 31, 2019 related to securities for which the Company has recognized
credit losses in earnings in the preceding table under the heading “Less Than 12 Months.” There were no unrealized losses at
December 31, 2019 related to securities for which the Company has recognized credit losses in earnings in the preceding table
under the heading “12 Months or Longer.” Investment-grade fixed maturity investments comprised $9.1 million and below-
investment-grade fixed maturity investments comprised $11.7 million of the unrealized losses on investments in fixed
maturities at December 31, 2019. For below-investment-grade fixed maturity investments in an unrealized loss position, the
unrealized loss amount, on average, was approximately 5% of the amortized cost basis of the investment. At December 31,
2019, the Company did not have the intent to sell these investments, and it was not more likely than not that the Company
would be required to sell these investments before recovery of its amortized cost basis, which may be at maturity. Based on the
Company’s evaluation at December 31, 2019 of the prospects of the issuers, including, but not limited to, the credit ratings of
the issuers of the investments in the fixed maturities, and the Company’s intention to not sell and its determination that it would
not be required to sell before recovery of the amortized cost of such investments, the Company concluded that the declines in
the fair values of the Company’s investments in fixed maturities presented in the preceding table were temporary at the
evaluation date.

Fixed Maturities - Impairment Losses

The following table sets forth the change in allowance for credit losses on fixed maturities available-for-sale by major security
type for three months ended March 31, 2020.

Corporate
Foreign Bonds and
(Dollars in Millions) Governments Notes Total
Allowance for Credit Losses at Beginning of the Year..........cccooeevininieeicinineeies $ — § — § —
Impact of Adopting ASU 2016-13 ........ccooiiiiiiieeieceeeeeeeeeee et — — —
Additions for Securities for which No Previous Expected Credit Losses were
RECOZNIZEA........oiiviieiciiiiieeecteeeete ettt ettt ettt et ettt e ere e teeaaeereennas 1.1 3.5 4.6

Allowance for Credit Losses at End of Period ...........cocveeveeeeiieeieieeeeeeeee e $ 1.1 $ 35§ 4.6

The credit loss impairment charges included in Impairment Losses in the Condensed Consolidated Statement of Income were
$4.6 million for the three months ended March 31, 2020.

Equity Securities

Investments in Equity Securities at Fair Value were $709.8 million and $907.3 million at March 31, 2020 and December 31,
2019, respectively. Net unrealized losses arising during the three months ended March 31, 2020 and recognized in earnings,
related to such investments still held as of March 31, 2020, were $112.8 million, primarily related to the recent disruption in
global financial markets associated with COVID-19.

For Equity Securities at Modified Cost, the Company performs a qualitative impairment analysis on a quarterly basis consisting
of various factors such as earnings performance, current market conditions, changes in credit ratings, changes in the regulatory
environment and other factors. If the qualitative analysis identifies the presence of impairment indicators, the Company
estimates the fair value of the investment. If the estimated fair value is below the carrying value, the Company records an
impairment in the Condensed Consolidated Statement of Income to reduce the carrying value to the estimated fair value. When
the Company identifies observable transactions of the same or similar securities to those held by the Company, the Company
increases or decreases the carrying value to the observable transaction price. The Company did not recognize any increases in
the carrying value due to observable transactions. The Company recognized an impairment of $2.0 million on Equity Securities
at Modified Cost for the three months ended March 31, 2020 as a result of the Company’s qualitative impairment analysis. The
Company has recognized $0.5 million cumulative decreases in the carrying value due to observable transactions, no cumulative
increases in the carrying value due to observable transactions and $5.0 million of cumulative impairments on Equity Securities
at Modified Cost held as of March 31, 2020.
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 2 - Investments (continued)

There were no unsettled sales of Investments in Equity Securities at March 31, 2020 and December 31, 2019. There were no
unsettled purchases of Investments in Equity Securities at March 31, 2020 and December 31, 2019.

Equity Method Limited Liability Investments at Cost Plus Cumulative Undistributed Earnings

Equity Method Limited Liability Investments include investments in limited liability investment companies and limited
partnerships in which the Company’s interests are not deemed minor and are accounted for under the equity method of
accounting. The Company’s investments in Equity Method Limited Liability Investments are generally of a passive nature in
that the Company does not take an active role in the management of the investment entity. The Company’s maximum exposure
to loss at March 31, 2020 is limited to the total carrying value of $226.3 million. In addition, the Company had outstanding
commitments totaling approximately $89.5 million to fund Equity Method Limited Liability Investments at March 31, 2020. At
March 31, 2020, no Equity Method Limited Liability Investments were reported without a reporting lag. 8.6% of the total
carrying value were reported with a one month lag and the remainder were reported with more than a one month lag.

Other Investments

The carrying values of the Company’s Other Investments at March 31, 2020 and December 31, 2019 were:

Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
Company-Owned Life INSUTANCE ..........ccevierieiieiecieieeee ettt st eaessee s e sseenseeneenseens $ 3204 § 2170
Loans to Policyholders at Unpaid Principal............cccovieiiriieciinieiiiieic et 307.1 305.6
Real Estate at Depreciated COSt ... ..ottt ettt sttt ettt et et e b eeeeneeneeene 108.6 111.4
Mortgage Loans and OThEr ............ccevieiiiiieiiiiieieceee ettt sae e sb e s s beessesseessesseenseeseensenes 24.1 275
TORALL .ttt ettt ettt ettt a et a e h e bt h e ekt e bt Rt et e ket et et et et entententeneeheebeebeeaeeteebeanen § 7602 § 6615
Net Investment Income
Net Investment Income for the three months ended March 31, 2020 and 2019 was:
Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Investment Income:
Interest on Fixed INCOME SECUITHIES .......ecuiiiiirieiiiieie ettt ettt et sve e sreesaesaeesaeseeesseseeas $ 710 § 764
Dividends on Equity Securities Excluding Alternative Investments .............cocceveereneenenceneiceenen. 43 2.5
Alternative Investments:
Equity Method Limited Liability INVEStMENtS .........ccccvevieriiiieiieieiieieeeeeere e 1.8 3.6)
Limited Liability Investments Included in Equity Securities...........ccoeovererienieienieneneere e 3.8 2.6
Total Alternative INVESTMENLS. .......c.evvieiirieiieieie et steie sttt e b et esseesaeseeensesseensesseensesnees 5.6 (1.0)
ShOTrt-term INVESIMENLS ........coviiviiiieiiiiticiecteet ettt ettt et e st este b e te e b e e teesbeeseeseersesseesaesseessessnas 1.6 1.8
L0ans t0 POLICYNOLIACTS .........oeuieiieieiieieet ettt ettt et et ennesneenaesseensesnees 5.6 53
REAL ESTALE .....c.uivieiiieiciccieeieee ettt ettt ettt ettt st ettt et e e ts et e etsesbeess e beessesseessesseessesreensesaeensenenas 2.5 2.5
OBRCT .ttt btttk b e bt bbbttt e h e bt bbbt bt a e bt st nen 4.2 —
Total INVEStMENT INCOME........iciiiieieiiieie ettt ettt te b s teesbeste e beessesbeessesseesseeseessesseensennes 94.8 87.5
Investment Expenses:
L B B 1 1 TSR 2.6 2.4
Other INVEStMENt EXPEISES ......ccuiiiiriieiiiiiciieteete sttt ettt et e e tae b e ese e beessesseesaesseessesseessesseessesses 6.6 24
Total INVEStMENT EXPENSES. ....eueeiiiiiitieieitiete ettt ettt st e st st e st et e b e et e be et e ebe et e eneenneene 9.2 4.8
Net INVESTMENt INCOMIC .......eiiiiiiiieieiiie ettt ettt e sb e st e b e st e bt e sateesbaesaneenne $§ 856 § 827
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 2 - Investments (continued)

Gross gains and losses on sales of investments in fixed maturities for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Fixed Maturities:

GAINS O SALES ...eiuiiiiieieieeieecie ettt ettt e st e et e e s taeeteesteeesbeessseesseessseasseesseansaesseensaesssesnseesssennsennes $ 159 §$§ 151

LLOSSES 0N SALES.....uvieiiiieiieiieciie et ettt et e et e et e st e eteestaeebe e teeebeesaseeareessseenseessseensaesseensaessseeaseessseenseenns (1.1) (2.6)

Note 3 - Property and Casualty Insurance Reserves
Property and casualty insurance reserve activity for the three months ended March 31, 2020 and 2019 was:
Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Property and Casualty Insurance Reserves:

Gross of Reinsurance at Beginning 0f YEAT ...........cc.ccveiiiiiiiiiiiieiiececceei et $ 1,969.8 $§ 1,874.9

Less Reinsurance Recoverables at Beginning of Year............cccooveviieieiiiicci i 65.6 101.9
Property and Casualty Insurance Reserves - Net of Reinsurance at Beginning of Year....................... 1,904.2 1,773.0
Incurred Losses and LAE Related to:

CUITENE YAT ...ttt ettt b et e b e sb et s b et s bt et sbee bt sbte bt e bne b et e beenee 738.1 687.6

PTIOT YIS ....eiiuiiiiiieeiie ettt ettt ettt et e et e et e estbeeabeestbeebeesaseesbeassseeaseessbaenseessseensaassseenseessseeseees 0.9 (21.4)
Total Incurred Losses and LAE..........ccooiiiiiiiee e 739.0 666.2
Paid Losses and LAE Related to:

CUITEINE YAT ..ttt ettt b et e b et et sb et sbe et sbt et ebte bt e b ne b et enbeeaee 257.0 2235

o0 S0 T ¢TSS 505.8 445 .4
Total Paid Losses and LAE ..........cooiiiiiieeeee ettt 762.8 668.9
Property and Casualty Insurance Reserves - Net of Reinsurance at End of Period............ccccvveuneeene. 1,880.4 1,770.3
Plus Reinsurance Recoverables at End of Period ...........ccccoeveeiiiiiniiiiiiiceceeeceeeeeeeee e 61.2 98.4
Property and Casualty Insurance Reserves - Gross of Reinsurance at End of Period ..............c........... $§ 1,9416 $ 1,868.7

Property and casualty insurance reserves are estimated based on historical experience patterns and current economic trends.
Actual loss experience and loss trends are likely to differ from these historical experience patterns and economic conditions.
Loss experience and loss trends emerge over several years from the dates of loss inception. The Company monitors such
emerging loss trends on a quarterly basis. Changes in such estimates are included in the Condensed Consolidated Statements of
Income in the period of change.

For the three months ended March 31, 2020, the Company increased its property and casualty insurance reserves by $0.9
million to recognize adverse development of loss and LAE reserves from prior accident years. Specialty Personal automobile
insurance loss and LAE reserves developed adversely by $18.0 million due primarily to the emergence of more adverse loss
patterns than expected. Commercial automobile insurance loss and LAE reserves developed favorably by $12.5 million due
primarily to the emergence of more favorable loss patterns than expected for commercial automobile liability

insurance. Preferred Personal automobile insurance loss and LAE reserves developed adversely by $2.1 million due primarily
to the emergence of more adverse loss patterns than expected. Homeowners loss and LAE reserves developed favorably by
$5.0 million primarily due to the emergence of more favorable loss patterns than expected. Other personal lines loss and LAE
reserves developed favorably by $1.8 million due primarily to the emergence of more favorable loss patterns than expected for
prior accident years.

For the three months ended March 31, 2019, the Company decreased its property and casualty insurance reserves by $21.4
million to recognize favorable development of loss and LAE reserves from prior accident years. Specialty Personal automobile
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 3 - Property and Casualty Insurance Reserves (continued)

insurance loss and LAE reserves developed favorably by $14.3 million due primarily to the emergence of favorable loss
patterns for liability insurance related to the 2018 accident year and, to a lesser extent the 2016 and 2015 accident years.
Commercial automobile loss and LAE reserves developed favorably by $3.8 million due primarily to the emergence of
favorable loss patterns for liability insurance related to the 2018 accident year. Preferred Personal automobile insurance loss
and LAE reserves developed favorably by $1.3 million due primarily to the emergence of favorable loss patterns for liability
insurance related to 2018 and 2017 accident years. Other personal lines loss and LAE reserves developed favorably by $1.8
million due primarily to the emergence of more favorable loss patterns than expected for the 2017, 2016 and 2015 accident
years.

The Company cannot predict whether loss and LAE reserves will develop favorably or adversely from the amounts reported in
the Company’s Condensed Consolidated Financial Statements. The Company believes that any such development will not have
a material effect on the Company’s consolidated shareholders’ equity, but could have a material effect on the Company’s
consolidated financial results for a given period.

Receivables from Policyholders - Allowance for Expected Credit Losses

The following table presents a rollforward of the receivables from policyholders, net of the allowance for expected credit losses
including the changes in the allowance for expected credit losses for the three months ended March 31, 2020.

Receivables
from
Policyholders,
Net of
Allowance for Allowance for
Expected Credit ~ Expected Credit
(Dollars in Millions) Losses Losses
Balance at Beginning of Year $ 11171 §$ 223
Current Period Change for Expected Credit Losses 11.9
Write-offs of Uncollectible Receivables from Policyholders (11.1)
Balance at End of Period $ 1,219.1 $ 23.1
Note 4 - Policyholder Contract Liabilities
Policyholder Contract Liabilities at March 31, 2020 and December 31, 2019 were as follows:
Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
FHLB Funding AGrEEMENLS ..........cccceieviieriierieetieeeteeeeteeseteeteesesesseseseesessesessesesesesesesseressesssnens $ 3642 $ 2434
ONET ..ottt ettt ettt e e e te et e teeta e beeaseete e b e teeabeete et e eteenbeeteeteereereenes 66.3 66.4
L] | TSRS $ 430.5 3 309.8

Kemper’s subsidiary, United Insurance Company of America ("United Insurance") has entered into funding agreements with the
FHLB of Chicago in exchange for cash, which it uses for spread lending purposes. During the three months ended March 31,
2020, United Insurance received advances of $156.2 million from the FHLB of Chicago and made repayments of $35.4 million
under the spread lending program.

When a funding agreement is issued, United Insurance is then required to post collateral in the form of eligible securities
including mortgage-backed, government, and agency debt instruments for each of the advances that are entered. The fair value
of the collateral pledged must be maintained at certain specified levels above the borrowed amount, which can vary depending
on the assets pledged. If the fair value of the collateral declines below these specified levels of the amount borrowed, United
Insurance would be required to pledge additional collateral or repay outstanding borrowings. Upon any event of default by
United Insurance, the FHLB’s recovery on the collateral is limited to the amount of United Insurance’s liability under the
funding agreements to the FHLB of Chicago.
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Note 4 - Policyholder Contract Liabilities (continued)

United Insurance’s liability under the funding agreements with the FHLB of Chicago, the amount of collateral pledged under
such agreements and FHLB of Chicago common stock owned by United Insurance at March 31, 2020 and December 31, 2019
is presented below.

Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
Liability under Funding AIeEmENtS ...........cccveviieuieierieeetieeeteceete et et et eteeeeteeeeves e s esessetsesetessetssseeseseseas $ 3642 § 2434
Fair Value of Collateral PIEA@Ed ............cooviomieeeeeeeeeeeeeeeee et eneas $ 4613 § 2878
FHLB of Chicago Common Stock OWNEd at COSt..........cocveuivveriiieeiieeeeeieeeeteeeetee ettt eaeeeas $ 8.1 $ 4.9

Note 5 - Debt
Amended and Extended Credit Agreement and Term Loan Facility

On June 8, 2018, the Company entered into an amended and extended credit agreement and term loan facility. The amended
and extended credit agreement increased the borrowing capacity of the existing unsecured credit agreement to $300.0 million
and extended the maturity date to June 8, 2023. The term loan facility included a delayed draw feature with borrowing capacity
of $250.0 million and a maturity date two years from the borrowing date. On June 4, 2019, the Company utilized the accordion
feature under the credit agreement to increase its credit borrowing capacity by $100.0 million, resulting in the available credit
commitments increasing from $300.0 million to $400.0 million. The Company incurred $0.1 million in additional debt issuance
costs in connection with the utilization of the accordion feature, which, in addition to the $1.1 million of remaining unamortized
costs under the credit agreement, will be amortized under the remaining term of the credit agreement. There were no
outstanding borrowings under the credit agreement at either March 31, 2020 or December 31, 2019.

Long-term Debt

The Company designates debt obligations as either short-term or long-term based on maturity date at issuance, or in the case of
the 2022 Senior Notes, based on the date of assumption. Total amortized cost of Long-term Debt outstanding at March 31, 2020
and December 31, 2019 was:

Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
Term Loan due JULy 5, 2023 ..ottt ettt ettt et e s et s aee s e snaensesnnensennnens 49.9 499
5.0% Senior Notes due September 19, 2022...........ccviiiiieiiiieieiieiecieere ettt eae e sae e esaeeenens 279.6 279.9
4.35% Senior Notes due February 15, 2025 ......coooiieiiiieieeeeeeee ettt 448.6 448.6
Total Long-term Debt OULSTANAING ............ccvevieieiieierieieteeietee ettt ettt e et ae e s ae e § 7781 § 7784

Term Loan Due 2023

On June 4, 2019, the Company entered into a delayed-draw term loan facility with a borrowing capacity of $50.0 million and a
maturity date four years from the borrowing date (the “2023 Term Loan”). On July 5, 2019, the Company borrowed $49.9
million, net of debt issuance costs, under the 2023 Term Loan, with a final maturity date of July 5, 2023 (and a mutual option to
extend the maturity date by one year).

5.0% Senior Notes Due 2022

Infinity’s liabilities at the acquisition date included $275.0 million principal amount, 5.0% Senior Notes due September 19,
2022 (“2022 Senior Notes”). The 2022 Senior Notes were recorded at fair value as of the acquisition date, $282.1 million, with
the $7.1 million premium being amortized as a reduction to interest expense over the remaining term, resulting in an effective
interest rate of 4.36%. On November 30, 2018, Kemper executed a guarantee to fully and unconditionally guarantee the
payment and performance obligations of the 2022 Senior Notes.
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Note 5 - Debt (continued)
4.35% Senior Notes Due 2025

Kemper has $450.0 million aggregate principal of 4.35% senior notes due February 15, 2025 (the “2025 Senior Notes™)
outstanding as of March 31, 2020. Kemper initially issued $250.0 million of the notes in February of 2015 and issued an
additional $200 million of the notes in June of 2017. The additional notes are fungible with the initial notes issued in 2015, and
together are treated as part of a single series for all purposes under the indenture governing the 2025 Senior Notes. The 2025
Senior Notes are unsecured and may be redeemed in whole at any time or in part from time to time at Kemper’s option at
specified redemption prices.

Interest Expense and Interest Paid

Interest Expense, including facility fees, accretion of discount, amortization of premium and amortization of issuance costs, was
$7.5 million for the three months ended March 31, 2020. Interest paid, including facility fees, was $17.1 million for the three
months ended March 31, 2020. Interest Expense, including facility fees, accretion of discount and amortization of issuance
costs, was $11.5 million for the three months ended March 31, 2019. Interest paid, including facility fees, was $19.8 million for
the three months ended March 31, 2019.

Note 6 - Leases

The Company leases certain office space under non-cancelable operating leases, with initial terms typically ranging from one to
fifteen years, along with options that permit renewals for additional periods. The Company also leases certain equipment under
non-cancelable operating leases, with initial terms typically ranging from one to five years. Minimum rent is expensed on a
straight-line basis over the term of the lease.

The following table presents operating lease right-of-use assets and lease liabilities.

Mar 31, Dec 31,
DOLLARS IN MILLIONS 2020 2019
Operating Lease Right-0f-USE ASSELS.......ceiieriiriieiiiiieriieierieete st ete st eseeseeseseessessaesseessesseessesseessesseenses § 82 § 756
Operating Lease LIabilitIeS ... ...co.eeruiiiiriiieitieieiiee ettt sttt ettt ettt e sae e 100.4 93.2

Lease expenses are primarily included in insurance expenses in the Condensed Consolidated Statement of Income. Additional
information regarding the Company’s lease cost is presented below.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Lease Cost:
Amortization of Right-of-Use Assets - FINance Leases .........cccceeviiieieiieiinieesiee e $ 0.1 §$ 0.2
OPETAtiNg LEASE COSt ..uvirvieiieieriieieriieiesteetesteetestte e steebeesaeseesaesseessesseessesseessesseessesssessesssensesseensenseenes 5.6 5.7
Short-Term LeaSe COSt (1) .iecuiiiiieiieiiieiieeieeiieste et eseeerteesteeeveesteesbeessaessseesseessseeseessseesseessseesseessseans — 0.1
TOLAl EXPEIISE...cuvevieitieiieiieiietietesteete st eteste et e steesbesteesbeeseeseessesseessesseessesssessesssensesssensenssansaessenseensenseenses 5.7 6.0
Less: Sublease INCOME (2) ...vieviiiiiieiieiieeiieeee et estteete et e te et e eteesteesbeesseessseesbaessseenseesssaenseessseenseessseans — 0.1
TOAL LLEASE COSE nnevrieeeeeeeieee ettt ettt e e et e e e e et et e e e s eeaaeeeeesesaaaeeeesesaaasteesesaaasteeesssasaeeesesassseeessannns $ 57 §$ 5.9

(1) - Leases with an initial term of twelve months or less are not recorded on the balance sheet.
(2) - Sublease income consists of rent from third parties of office space and is recognized as part of other income in the
Condensed Consolidated Statements of Income.
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Note 6 - Leases (continued)
Other Information on Operating Leases

Supplemental cash flow information related to the Company’s operating and finance leases for the three months
ended March 31, 2020 and 2019 is as follows:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Operating Cash Flows from Operating Lease (Fixed Payments).........ccccecceeevirenieninenenenenenennens $ 53 $ 52
Operating Cash Flows from Operating Lease (Liability Reduction) ...........cccccooveiiniinciiicincnnnn. 4.7 4.7
Financing Cash Flows from FInance Leases ..........cccoecireirieinieiniiiniiieiieiieeneeeneesreesneesneenes 0.1 0.2
Right-of-Use Assets Obtained in Exchange for New Operating Lease Liabilities ...........cccccceceeueene 11.3 9.1

Significant judgments and assumptions for determining lease asset and liability at March 31, 2020 are presented below.

Weighted-average Remaining Lease Term - FINance Leases..........ccvevieiieieriinieniiiieie sttt ese e sre s sne e 1.4 years
Weighted-average Remaining Lease Term - Operating Leases ........ccoceeuerierienieiieieneecese ettt 7.0 years
Weighted-average Discount Rate - FINance LEases ........coccueruieieririenieieeieiese ettt sttt enee s 4.0%
Weighted-average Discount Rate - Operating Leases........c.ccvieverieieriieiiinieieseeieeeesteseeesaesesessesssessesssessesssessesssessesses 3.8%

Most of the Company’s leases do not provide an implicit rate. Accordingly, the Company uses its incremental borrowing rate
based on the information available at the commencement date in determining the present value of its lease payments.

Future minimum lease payments under finance and operating leases at March 31, 2020 are presented below.

Finance Operating
(Dollars in Millions) Leases Leases
Remainder O 2020 .......ccuoiiiiiee ettt ettt ettt et b et b et b et b et eae et eae $ 02 $ 16.1
2021 e st 0.2 20.5
2022 < ettt b bt e h bt h e sh et b e ettt et et e st eue bt e bt saeete b naen — 18.9
2023 ettt — 16.7
2024 ... ettt a e bt b bbbt a ettt et e ue bt s aesae et b naens — 11.0
2025 AN TRETEATTET.....c.eeutiiiiiieiiiiiiieteet ettt sttt ettt be b s bt et sbe e — 32.3
Total FUtUIE PAYMEIES ....c.ooiiiiiiiiiiiiiiiieiie sttt sttt ettt st s $ 04 $ 1155
Less IMPULEA TNEETESTE .....cuveuiiiiiiiiiiiiieieeicite sttt ettt et et b e b et et sbe e — 15.1
Present Value of Minimum Lease PAYMENts ........cc.cceoveriiiiiiiiiniiiiineeseecieeeereeee e $ 04 $ 1004
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Note 6 - Leases (continued)

Future minimum lease payments under finance and operating leases at December 31, 2019 are presented below.

Finance Operating
(Dollars in Millions) Leases Leases
2020 et et a ettt a et e h e bt h e s h et b et ettt e et et et ettt bt saeete b naen $ 03 $ 205
2021 e bbbttt 0.2 19.3
2022 e ettt a et bbb s h et be e ettt ean et ettt b e e bt saeete b naens — 17.0
2023 ettt a e — 14.7
2024 ...ttt e h e bt b s a e b b ettt et et ettt b e aesae et benaen — 8.3
2025 and TRETEATIET .......eviiiieiiicicce ettt ettt ettt — 28.1
Total FUtUIE PAYMENES ....c.oouiiiiiiiiiiiiiiieiiie sttt sttt et st s $ 0.5 $ 1079
Less IMPULEA TNEETESE .....ouviuiiiieiiiiiiiiitieieste ettt ettt ettt ettt ettt b e — 14.7
Present Value of Minimum Lease PAyMents ........c..cccevecieiriiinininiiinnesecteeeereeeeeeeese s $ 05 $ 932

Note 7 - Income from Continuing Operations Per Unrestricted Share

The Company’s awards of deferred stock units contain rights to receive non-forfeitable dividend equivalents and participate in
the undistributed earnings with common shareholders, as did the Company’s awards of restricted stock units and performance
share units prior to 2018. Accordingly, the Company is required to apply the two-class method of computing basic and diluted
earnings per share. A reconciliation of the numerator and denominator used in the calculation of Basic Income from Continuing
Operations Per Unrestricted Share and Diluted Income from Continuing Operations Per Unrestricted Share for the three months
ended March 31, 2020 and 2019 is presented below.

Three Months Ended
Mar 31, Mar 31,
2020 2019

(Dollars in Millions)
Income from Continuing OPETATIONS ..........cecvereerierierieeieriietenteeeeseesseseessesseessessessesssessesssesseessesseessenses § 640 § 1553
Less Income from Continuing Operations Attributed to Participating Awards ............cccccvevveerieereereennne. 0.1 0.7
Income from Continuing Operations Attributed to Unrestricted Shares..........c.ccoceveiicinininincninicnenens 63.9 154.6
Dilutive Effect on Income of Equity-based Compensation Equivalent Shares ............cccccoeevvevveeiieniennnane. — —
Diluted Income from Continuing Operations Attributed to Unrestricted Shares..........c.cccecveverreeeennnne. $§ 639 § 1546
(Number of Shares in Thousands) = -
Weighted-average Unrestricted Shares Outstanding..............c.oovevviereeviiieeiieieecieeiecre e 66,5159 64,815.0
Equity-based Compensation Equivalent Shares .............ccccveviiiiiiiinieniiiiee e 458.3 791.0
Weighted-average Unrestricted Shares and Equivalent Shares Outstanding Assuming Dilution............. 66,9742  65,606.0
(Per Unrestricted Share in Whole Dollars) - -
Basic Income from Continuing Operations Per Unrestricted Share ...........c..ccovvievevieciinieciieieieceee $§ 09 § 238

Diluted Income from Continuing Operations Per Unrestricted Share .............ccccoeveviiiiinininnninenns $§ 095 § 235

The number of shares of Kemper common stock that were excluded from the calculations of Equity-based Compensation
Equivalent Shares and Weighted-average Unrestricted Shares and Equivalent Shares Outstanding Assuming Dilution for the
three months ended March 31, 2020 and 2019, because the effect of inclusion would be anti-dilutive, is presented below.

Three Months Ended
Mar 31, Mar 31,
(Number of Shares in Thousands) 2020 2019
Equity-based Compensation Equivalent Shares .............ccoccveeviniiiiinieniiiienie e 828.9 574.5
Weighted-average Unrestricted Shares and Equivalent Shares Outstanding Assuming Dilution............. 828.9 574.5
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Note 8 - Other Comprehensive Income (Loss) and Accumulated Other Comprehensive Income

The components of Other Comprehensive Income (Loss) Before Income Taxes for the three months ended March 31, 2020 and
2019 were:

Three Months Ended

Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Other Comprehensive Income (Loss) Before Income Taxes:
Unrealized Holding Gains (Losses) on Investment Securities Arising During the Period Before
Reclassification Adjustment with:
No Credit Losses Recognized in Consolidated Statements of Income............ccceevevieviivienieiienenen. $ (198.0) § 1753
Credit Losses Recognized in Consolidated Statements of Income..............ccoeevieieviiieiiiienieeiene, 2.9 —
Reclassification Adjustment for Amounts Included in Net Income..........c.cccoeevevievieniecienieeneneeieenn 3.9 (12.5)
Unrealized Holding Gains (LOSSES) ......ccievuiiuieiiiiiieie ittt ettt ettt eve e e veeanesveeaesveenseeeeas (204.8) 162.8
Foreign Currency Translation AdjUStMENtS.........ccceeeiiiririnerenienientet ettt — —
Net Unrecognized Postretirement Benefit COStS........c.ocviviiiiiiiiiiiiiiciececeeeeee e 0.7 0.6
Gain (Loss) on Cash FIOW HedZeS.......c.ccieriiriiiiiieiecieiecee ettt seees 0.1 0.1
Other Comprehensive Income (Loss) Before InCome TaxXes ........c.coveeviieeviiiieiiiciiieeieeeeeeveee e $ (204.0) $ 163.5

The components of Other Comprehensive Income Tax Benefit (Expense) for the three months ended March 31, 2020 and 2019
were:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Other Comprehensive Income Tax Benefit (Expense):
Unrealized Holding Gains (Losses) on Investment Securities Arising During the Period Before
Reclassification Adjustment with:
No Credit Losses Recognized in Consolidated Statements of Income............cccoeevevieiiiiecicinenenen. $ 416 § (36.8)
Credit Losses Recognized in Consolidated Statements of Income...........cceoeveeirininininciinenenens 0.6 —
Reclassification Adjustment for Amounts Included in Net Income.........c.ccooevveeieiiiieciiieieceeiene, 0.8 2.6
Unrealized Holding Gains (LLOSSES) .....ccuecvieiiriieiieiieiieiesieetessestesaestesseessesseessesseessesssessesseessessesssenses 43.0 (34.2)
Foreign Currency Translation AdjustmMents..............ccueeeeiiiiuieiiiiienieeieeieee ettt sve e eeeas — —
Net Unrecognized Postretirement Benefit COStS........ccvvvviriiecierieiiniieieeeeee sttt seeens 0.2) 0.2)
Gain and Loss on Cash FIoW Hedges..........cooiiiiiiiiiiiiiiccecceeee ettt — —
Other Comprehensive Income Tax Benefit (EXPense)........ccccvvieviirieniiiienieiieniecieseceeeeee e s $§ 428 § (344
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Note 8 - Other Comprehensive Income (Loss) and Accumulated Other Comprehensive Income (continued)

The components of AOCI at March 31, 2020 and December 31, 2019 were:

Mar 31, Dec 31,

(Dollars in Millions) 2020 2019
Net Unrealized Gains on Investments, Net of Income Taxes:

No Credit Losses Recognized in Consolidated Statements of Income $ 2753 $ 4394

Credit Losses Recognized in Consolidated Statements of Income 2.3 —
Net Unrecognized Postretirement Benefit Costs, Net of Income TaXes ........coveveeereeeeiieeeeieeiecreeieenens (100.1) (100.6)
Loss on Cash Flow Hedges, Net 0f INCOME TaXES........cccvevrieiiriieriiiiieiiieeie sttt ese e ese e ese e sne e (2.6) 2.7)
Accumulated Other Comprehensive INCOME .............ocveieuiiviieieeieiee et $ 1749 § 336.1

Components of AOCI were reclassified to the following lines of the Condensed Consolidated Statements of Income for the
three months ended March 31, 2020 and 2019:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019

Reclassification of AOCI from Net Unrealized Gains on Investments to:

Net Realized Gains on Sales of INVESTIMENTS ..........ceivuiiiiieiieiiee ettt e e e e e eaee e e $ 159 §$§ 161

IMPAITNENTE LOSSES ...ouvieivieiieiieiieii ettt ete sttt et et et et ette st e esteseessesseessesssessesseensesssensesssensenssansenssenseenes (12.0) 3.6)
Total Before INCOME TAXES .....c.cevruiruietiriiriirieetesieieie e ete ettt et ete st besee st e beae s e s enseneeneeneeneeneeseenas 3.9 12.5
INCOME TaAX EXPEISE ....cuvievieiieiieiieiiesieete st ete st et ettt stt et eetesteeseesseessesseessesseessesssensesssesasssansenssensennes (0.8) (2.6)
Reclassification from AOCI, Net 0f INCOME TAXES.......cccuiiiiiuiiieeie ettt seeee s 3.1 9.9
Reclassification of AOCI from Unrecognized Postretirement Benefit Costs to:
Interest and Other EXPENSES.......cc.ccviiuiiiiiiiieiiiieeiecteet ettt ettt ettt ettt st s te et essesbeess e teeaseereenns 0.7) 0.6
Income Tax Benefit (EXPENSE).......ccverieriirieiieiiieieiieteeeeteeiteste e steesaesreestesseesesssessesssensesssensesssensennns 0.1 0.2)
Reclassification from AOCI, Net of INCOME TAXES.......ccvevvieeiierieiieiieie ettt (0.6) 0.4
Reclassification of AOCI from Loss on Cash Flow Hedges to:
Interest and Other EXPENSES........c.ccviiuieiiiiiieieiieeiecteet ettt ettt ettt ettt et s e et ess e beess e beeaseereenns 0.1) 0.1
INCOME TaX BENETI ..ottt ettt — —
Reclassification from AOCI, Net 0f INCOME TaXES.......cccvevvieiiirieiiciieieceeie ettt 0.1) 0.1
Total Reclassification from AOCIT to Net INCOME...........ccvvieriieiinieieeeee et $ 24§ 104

Note 9 - Stockholders’ Equity
Common Stock Repurchase

During the three months ended March 31, 2020, Kemper repurchased and retired 1.5 million shares of its common stock in
open market transactions under its share repurchase authorization for an aggregate cost of $101.2 million and average cost per
share of $67.98. Of the total shares repurchased, approximately 925,000 were repurchased under a trading plan that was
executed by Kemper under Rule 10b5-1 under the Securities Exchange Act of 1934, as amended, and that was in effect through
April 1, 2020.

Employee Stock Purchase Plan

During the second quarter of 2019, Kemper’s stockholders approved the adoption of the Kemper Employee Stock Purchase
Plan (“ESPP”) and the reservation of 1,300,000 shares of Kemper’s common stock for issuance under the ESPP. The purpose of
the ESPP is to provide eligible employees of the Company with the opportunity to purchase shares of common stock at a
discounted price through payroll deductions with the goal of enhancing employees’ sense of participation in the Company and
further align employee interests with those of Kemper’s shareholders.
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Note 9 - Stockholders’ Equity

Under the ESPP, eligible employees may purchase shares of Kemper common stock through payroll deductions of between 1%
and 10% of after-tax compensation each pay period, with a maximum participation of $25,000 annually. The shares are
purchased at the end of each three-month offering period at a 15% discount from the closing market price as reported on the
New York Stock Exchange on the last trading day of the offering period. The Company issued 13,214 shares under the plan on
March 31, 2020 at a discounted price of $63.21 per share. Compensation costs charged against income were $0.1 million for the
three months ended March 31, 2020.

Note 10 - Income Taxes

The statute of limitations related to Kemper and its eligible subsidiaries’ consolidated Federal income tax returns is closed for
all tax years up to and including 2011. As a result of the Company filing amended federal income tax returns resulting from an
election to update interest rates used to compute the tax basis of reserves on life insurance contracts issued prior to 2018, tax
years 2012 and 2013 are under limited examination with respect to carryback adjustments associated with the amended returns.
The statute of limitations related to tax years 2014, 2015, and 2016 has been extended to December 31, 2020.

The expiration of the statute of limitations related to the various state income tax returns that Kemper and its subsidiaries file
varies by state.

There were no unrecognized tax benefits at March 31, 2020 and December 31, 2019. The Company recognizes interest and
penalties, if any, related to unrecognized tax benefits in income tax expense.

Income taxes paid, net of refunds received, were less than $0.1 million for the three months ended March 31, 2020 and 2019.
Note 11 - Pension Benefits and Postretirement Benefits Other Than Pensions

The Company sponsors a qualified defined benefit pension plan (the “Pension Plan”) that covers approximately 8,650
participants and beneficiaries, of which 1,250 are active employees. Effective January 1, 2006 the Pension Plan was closed to
new hires, and effective June 30, 2016, benefit accruals were frozen for substantially all of the participants under the Pension
Plan. The components of Pension Income for the Pension Plan for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Interest Cost on Projected Benefit ObliZation.............ccoveuiiveuiiieiiieeieieecteeeteeeteeeete et $ 45 $ 5.5
Expected Return 0N PIAn ASSEES.........ccecvuiiiiiiiiieitieiecteet ettt ettt ettt et ete e e v eteeteeveeteeaveereereeaseeseens (7.3) (7.6)
Amortization 0f Net ACtUATIAl LLOSS ...c..icvirvieiiiiieieiieieete ettt b et b et b e tsesbeeseesesseesseens 1.5 0.7
Total Pension Benefit RECOZNIZE. .........c.ooveeuiiuiieieeceeeeeeeeeeeeeee ettt eneas $ 138 (14

The Company sponsors two other than pension postretirement benefit (“OPEB”) plans (together the “OPEB Plans”) that
together provide medical, dental and/or life insurance benefits to approximately 650 retired and 520 active employees.

The components of OPEB benefits for the OPEB Plans for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
SEIVICE COSE...vviuiiiietieiieteteect ettt ettt e s ettt ettt ae et ettt se e s e s esess et et etess s et et essss s esesssesseseseessssesesnanasanas $ 0.1 $ 0.1
Interest Cost on Accumulated Postretirement Benefit Obligation ..........c.ccoeveveneneieiiiininnciencnene 0.1 0.1
Amortization 0f Prior SErvice CIEdit ........ccieiiiiiiiiiiieieeieeeeete ettt ettt ettt et v e eveeaeeere e 0.3) (0.3)
AmOTtIZAION OF NET GAIN ....ocvviiiiiiiiciie ettt ettt ettt e e e e e beeetaeebeeeaaeebeestseeeseesaseenseenaneennes 0.5) 0.5)
Total OPEB Benefit RECOZNIZE ..........cvovieeeiieeeeeeeeeeeteeeeee ettt et eaeaeeteaseaeaea $  (0.06) 8§ (0.6)

The non-service cost component of the Pension Plan and OPEB Plans are presented within the Interest and Other Expenses line
item in the Condensed Consolidated Statement of Income.
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Note 12 - Business Segments

The Company is engaged, through its subsidiaries, in the property and casualty insurance and life and health insurance
businesses. The Company conducts its operations through three operating segments: Specialty Property & Casualty Insurance,
Preferred Property & Casualty Insurance and Life & Health Insurance.

The Specialty Property & Casualty Insurance segment’s principal products are specialty automobile insurance and commercial
automobile insurance. The Preferred Property & Casualty Insurance segment’s principal products are preferred automobile
insurance, homeowners insurance, other personal insurance. These products are distributed primarily through independent
agents and brokers. The Life & Health Insurance segment’s principal products are individual life, accident, supplemental health
and property insurance. These products are distributed by career agents employed by the Company and independent agents and
brokers.

Earned Premiums by product line for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Specialty Property & Casualty Insurance:

SpeCialty AULOMODILE. .......cviieviieriieiiieeict ettt ettt ettt ettt s te s se b seebeseebeseebeneebessans § 7532 § 669.6

Commercial AULOMODILE...........ccciieiiiiiiticieieeie ettt ettt e e reeaesteesbesteeseersesbeessesbeesseseens 69.3 59.7
Preferred Property & Casualty Insurance:

Personal AULOMODILE...........coiiviiiiiicieciece ettt ettt e e reeae s reesbeeteeaeeasebeessesbeessereans 114.9 1154

HOMEOWIIETS ...ttt sttt sttt e et e b e e st et e ess et e esseeseensesseensesnsensesssensesssensenssenseans 56.8 60.3

Other PerSONal LINES........c.ccveviiiiieiieiicieeee sttt sttt eveeta et e eaaesbeesseereesaesseessesssessesssesseessessaessesseans 9.2 9.9
Life & Health Insurance:

Lttt ettt et e bt e e b e ta e b e eta e b et b e b e erteeheenbeereerbeeteesbeeraesbeeraebeesaereans 97.2 95.8

Accident and HEalth .........c.ooiiiiiiiiiicecee ettt ettt et ereeneenean 49.4 46.9

S0 (0] 013 1 2RSS 16.4 17.2
TOtal EArNEd PLEMIUITIS .. ..o vt et et e e e et e e e e et e s eee e et e e eeeeneeeeeeereeseeeeneesneeeneenneeeneesnens $1,1664 $1,074.8

25



KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 12 - Business Segments (continued)

Segment Revenues, including a reconciliation to Total Revenues, for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Segment Revenues:
Specialty Property & Casualty Insurance:
Earned PIrEIMIUITIS ......ocviieviietiietitctiitetceteee ettt ettt ettt s st e s b e st b essebe st ese s esessesessesesseseesessesensans $ 8225 § 7293
Net INVESTMENT INCOIME ....oouviiiiieiieciiee ettt ettt et e sbe e aeesabeessaesnbeebaeenseenseens 28.8 21.5
(01111 g 131670211 TSP RRUPRRRPPRNE 0.9 0.8
Total Specialty Property & Casualty INSUTANCE............ocverieriieieriieieieeie et seeee st see e sae e esaeneeens 852.2 751.6
Preferred Property & Casualty Insurance:
EArned PIOMIUMS ......c.cooiiiiiiiiiieiieeie ettt ettt et e eebeestaeesveestbeesbeessseensaeseeesseesssessseessseensennes 180.9 185.6
Net INVeStMENt INCOMIE .....ccc.eiiiiiiiiiiiiiie ettt ettt et st be e sbeenaeesaes 9.7 8.3
Total Preferred Property & Casualty Insurance 190.6 193.9
Life & Health Insurance:
Earned PIOMIUINS ......coouiiiiiieieiieieit ettt ettt st et et s te et e st et e esee s e ensenseensesseensesseensesseensesseen 163.0 159.9
Net INVESTMENT INCOIME ....oouviiiiieiieciieie ettt et esbeesaeesabeesbeessseessaesnsaenseens 51.0 51.7
(01111 g 131670211 TSP RRUPRRRPPRNE 0.1 1.1
Total Life & Health INSUTANCE .......c.eecveeeieieieieie ettt ettt ebeseeessessaesessaeseessenseens 214.1 212.7
Total SEZMENT REVEIUES .....c..eciiiieiiiiieieiteete sttt ete et st e e e s te e b e steesbesraebeessesseessasseessasseessesseensennes 1,256.9 1,158.2
Income (Loss) from Change in Fair Value of Equity and Convertible Securities ..........cccecvveerercennnne. (117.8) 64.4
Net Realized Gains on Sales 0f INVESMENLS ..........cecuirieriirieriieienieeieeeeee et see e see e sae st ssaessesseenseens 16.5 16.1
IMPAITINENTE LLOSSES ...ouvieivievieiieeieitiete ettt ettt e st esbeettesbe e st e sseesseeseesbesseessesseesseessesseessaseessanseessesseessenses (12.0) 3.6)
(0 11 1T USSR 85.4 1.2
TOTAL REVEIIUES ...ttt ettt ettt e et e e s et e e st e st e eaeeeasentesatesaesatesseemseeseessesasensesneenseenseneens $1,229.0 $ 1,236.3
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Note 12 - Business Segments (continued)

Segment Operating Profit, including a reconciliation to Income from Continuing Operations before Income Taxes, for the three
months ended March 31, 2020 and 2019 was:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Segment Operating Profit:

Specialty Property & Casualty INSUTANCE. .........ccecvvieieriiiiiiiciesie ettt ae e $ 750 § 994

Preferred Property & Casualty INSUANCE..........cc.evierieiieieiieiecieeeee e 23.0 33

Life & Health INSUTANCE ........oouiiiiiiiieee ettt be st seeeas 26.5 293
Total Segment Operating Profit ..........coociiieiiiiieieceeeee ettt enee s ens 124.5 132.0
Corporate and Other Operating Profit (Loss) From:

Partial Satisfaction of JUAZMENL..........ccoriiiiirieii ettt s snees 89.4 —

(73 1< OSSO TP (11.1) (8.6)
Corporate and Other Operating Profit (LOSS) .....cceiveriirierieiirieieeeete ettt 78.3 (8.6)
Adjusted Consolidated Operating Profit..........ccccccveviiiieiiieiieniiciccieeeece et 202.8 123.4
Income (Loss) from Change in Fair Value of Equity and Convertible Securities ............ccecvrveriervennenne. (117.8) 64.4
Net Realized Gains on Sales of INVESIMENTS ...........cocieviiiiiiiiiiiiieiece et 16.5 16.1
IMPAITINENTE LOSSES ...euvieuvieiieiieiieit et ete sttt et e e st e e es e e teestesseessesseessesseensesseesesssenseensenseensenseensesseensennes (12.0) (3.6)
Acquisition Related Transaction, Integration and Other COStS...........cccvevvevieiiiieciieieieeeere e (11.8) (5.6)
Income from Continuing Operations before INCOmMe TaXeS .........cccevverviriierierieniieiereeieeeee e § 777 § 1947

Segment Net Operating Income, including a reconciliation to Income from Continuing Operations, for the three months ended
March 31, 2020 and 2019 was:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions and Net of Income Taxes) 2020 2019
Segment Net Operating Income (Loss):

Specialty Property & Casualty INSUIANCE...........cccveeviiiiiieiiecii ettt reesaeeevaeeraeeenes $ 601 § 796

Preferred Property & Casualty INSUTANCE..........cccoeeviiieieriiiieiecieieeeete et se e 18.4 2.8

Life & Health INSUTANCE .........c.iiirieieieieeeeeeet ettt ettt et seeseeseeseesessessensas 223 23.1
Total Segment Net Operating INCOME..........ccuiiiiriiiiiriieieieeieeie ettt aesre s e te s e seessesseeneens 100.8 105.5
Corporate and Other Net Operating Income (Loss) From:

Partial Satisfaction of JUAGMENL..........cc.cciiviiiiiiiiiieie ettt aeesseeeees 70.6 —

(73 5 TR (8.5) (6.6)
Total Corporate and Other Net Operating INcome (LOSS)......c.ccvevvirieniirieniiiienieciesieeeeseee e 62.1 (6.6)
Adjusted Consolidated Net Operating Income 162.9 98.9
Net Income (Loss) From:

Change in Fair Value of Equity and Convertible SeCUrties...........coevvevrieiierieiieerecieereeee e 93.1) 50.9

Net Realized Gains on Sales of INVESTMENLS............ccevviiieriieieriieieeieeieete ettt ste e e sese e essesreens 13.0 12.7

IMPAITIENT LLOSSES ...vviuviiviitieiiiciieeieete ettt ettt ettt et ettt e eteeteeteeeteetsebeetseebeesseeseeaseeseeaseereensesrsensessnas 9.5) 2.8)

Acquisition Related Transaction, Integration and Other COStS...........ccooveeverierierieniieieeeeere e (9.3) “4.4)
Income from ContinUing OPETATIONS ...........c.ceveeviereeeeeeeereeeeeereeteeteeteeteeteereeseeseeseeseseseeseereeseeseereeseereareas $§ 640 $ 1553
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Note 13 - Fair Value Measurements

The Company classifies its investments in Fixed Maturities as available for sale and reports these investments at fair value. The
Company reports equity investments with readily determinable fair values as Equity Securities at Fair Value. Certain
investments that are measured at fair value using the net asset value practical expedient are not required to be classified using
the fair value hierarchy, but are presented in the following two tables to permit reconciliation of the fair value hierarchy to the
amounts presented in the Condensed Consolidated Balance Sheet. The valuation of assets measured at fair value in Company’s
Condensed Consolidated Balance Sheet at March 31, 2020 is summarized below.

Fair Value Measurements

Quoted Prices Significant Other Significant
in Active Markets Observable Unobservable
for Identical Assets Inputs Inputs Measured at Net Total
(Dollars in Millions) (Level 1) (Level 2) (Level 3) Asset Value Fair Value
Fixed Maturities:
U.S. Government and Government
Agencies and Authorities............... $ 1513 $ 6093 $ — 8 — 8 760.6
States and Political Subdivisions ...... — 1,528.3 0.7 — 1,529.0
Foreign Governments........................ — 5.0 — — 5.0
Corporate Securities:
Bonds and Notes...........ccccevvenne... — 3,5434 390.6 — 3,934.0
Redeemable Preferred Stock ........ — — 6.7 — 6.7
Collateralized Loan Obligations... — 515.6 77.9 — 593.5
Other Mortgage- and Asset-
backed......ccooveeiiiiiiiieieeeee, — 160.3 9.4 — 169.7
Total Investments in Fixed Maturities ... 151.3 6,361.9 485.3 — 6,998.5
Equity Securities at Fair Value:
Preferred Stocks:
Finance, Insurance and Real
EState.....ovoveveveeeeevereeeeereeeieerennns — 38.6 — — 38.6
Other Industries..........ccceevveveennnnne 0.8 114 — — 12.2
Common Stocks:
Finance, Insurance and Real
Estate......ccovveevieiieeieereecieee 9.0 — — — 9.0
Other Industries.........c.ccccoeennencnn 0.1 0.1 — — 0.2
Other Equity Interests:
Exchange Traded Funds................ 374.7 — — — 374.7
Limited Liability Companies and
Limited Partnerships................. — — — 275.1 275.1
Total Investments in Equity Securities
at Fair Value...........cccoooveviivenienen, 384.6 50.1 — 275.1 709.8
Convertible Securities at Fair Value ...... — 32.8 — — 32.8
Total oo $ 5359 § 6,4448 §$ 4853 $ 2751 $  7,741.1

At March 31, 2020, the Company had unfunded commitments to invest an additional $144.2 million in certain limited liability
investment companies and limited partnerships that will be included in Other Equity Interests if funded.
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Note 13 - Fair Value Measurements (continued)

The valuation of assets measured at fair value in the Company’s Consolidated Balance Sheet at December 31, 2019 is
summarized below.

Fair Value Measurements

Quoted Prices Significant Other Significant
in Active Markets Observable Unobservable
for Identical Assets Inputs Inputs Measured at Net Total
(Dollars in Millions) (Level 1) (Level 2) (Level 3) Asset Value Fair Value
Fixed Maturities:
U.S. Government and Government
Agencies and Authorities............. $ 1443 $ 6716 $ — — 815.9
States and Political Subdivisions ...... — 1,515.8 — — 1,515.8
Foreign Governments........................ — 16.8 — — 16.8
Corporate Securities:
Bonds and Notes...........cc.covveenneen. — 3,450.6 409.1 — 3,859.7
Redeemable Preferred Stocks....... — — 6.7 — 6.7
Collateralized Loan Obligations... — — 618.2 — 618.2
Other Mortgage- and Asset-
backed .....c.ccoveeiieiiiei — 78.8 10.2 — 89.0
Total Investments in Fixed Maturities ... 144.3 5,733.6 1,044.2 — 6,922.1
Equity Securities at Fair Value:
Preferred Stocks:
Finance, Insurance and Real
Estate....cccceevivinienienieieeee — 44.5 — — 44.5
Other Industries...........ccceveeveennenne 0.9 13.8 — — 14.7
Common Stocks:
Finance, Insurance and Real
Estate.....coceviviiienieeiieeieeee 12.8 — — — 12.8
Other Industries..........cccoeeveeveennnnn. 0.2 0.2 — — 0.4
Other Equity Interests:
Exchange Traded Funds................ 586.8 — — — 586.8
Limited Liability Companies and
Limited Partnerships............... — — — 248.1 248.1
Total Investments in Equity Securities
at Fair Value.........c.cccoovvevivieiiniene 600.7 58.5 — 248.1 907.3
Convertible Securities at Fair Value ...... — 37.3 — — 37.3
TOtal ..o $ 7450 $ 58294 § 1,0442 §$ 248.1 $ 7,866.7

The Company’s investments in Fixed Maturities that are classified as Level 1 in the two preceding tables primarily consist of
U.S. Treasury Bonds and Notes. The Company’s investments in Equity Securities at Fair Value that are classified as Level 1 in
the two preceding tables consist of either investments in publicly-traded common stocks or exchange traded funds. The
Company’s investments in Fixed Maturities that are classified as Level 2 in the two preceding tables primarily consist of
investments in corporate bonds, obligations of states and political subdivisions, and bonds and mortgage-backed securities of
U.S. government agencies. The Company’s investments in Equity Securities at Fair Value that are classified as Level 2 in the
two preceding tables primarily consist of investments in preferred stocks. The Company uses a leading, nationally recognized
provider of market data and analytics to price the vast majority of the Company’s Level 2 measurements. The provider utilizes
evaluated pricing models that vary by asset class and incorporate available trade, bid and other market information. Because
many fixed maturity securities do not trade on a daily basis, the provider’s evaluated pricing applications apply available
information through processes such as benchmark curves, benchmarking of like securities, sector groupings and matrix pricing
to prepare evaluations. In addition, the provider uses model processes to develop prepayment and interest rate scenarios. The
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Note 13 - Fair Value Measurements (continued)

pricing provider’s models and processes also take into account market convention. For each asset class, teams of its evaluators
gather information from market sources and integrate relevant credit information, perceived market movements and sector
news into the evaluated pricing applications and models. The Company generally validates the measurements obtained from its
primary pricing provider by comparing them with measurements obtained from one additional pricing provider that provides
either prices from recent market transactions, quotes in inactive markets or evaluations based on its own proprietary models.

The Company investigates significant differences related to the values provided. On completion of its investigation,
management exercises judgment to determine the price selected and whether adjustments, if any, to the price obtained from the
Company’s primary pricing provider would warrant classification of the price as Level 3. In instances where a measurement
cannot be obtained from either pricing provider, the Company generally will evaluate bid prices from one or more binding
quotes obtained from market makers to value investments in inactive markets and classified by the Company as Level 2. The
Company generally classifies securities when it receives non-binding quotes or indications as Level 3 securities unless the
Company can validate the quote or indication against recent transactions in the market.

The table below presents quantitative information about the significant unobservable inputs utilized by the Company in
determining fair values for fixed maturity investments classified as Level 3 at March 31, 2020.

Weighted-
Unobservable Total Range of Unobservable average
(Dollars in Millions) Input Fair Value Inputs Yield
INVestment-grade...........cecverieiieienieeienie et Market Yield $ 186.0 24% - 10.0% 4.3%
Non-investment-grade:
Senior Debt........coiiiiiiiriniicccc e Market Yield 118.0 24 - 203 10.9
JUNIOr Dbt ..o Market Yield 77.5 89 - 205 14.6
Collateralized Loan Obligations (investment grade and non-
iNvestment rade)........ccocevevveeciierieiieieeieeeeeee e Market Yield 77.9 29 - 201 7.3
(015 1S) PRSPPIt Various 259
Total Level 3 Fixed Maturity Investments .................c.ccceeevenne. § 4853

The table below presents quantitative information about the significant unobservable inputs utilized by the Company in
determining fair values for fixed maturity investments classified as Level 3 at December 31, 2019.

Weighted-
Unobservable Total Range of Unobservable average
(Dollars in Millions) Input Fair Value Inputs Yield
Investment-grade............ccveevevrieieriieiecieeee et Market Yield $ 204.2 24% - 8.5% 4.1%
Non-investment-grade:
Senior DEDt.......cccviviiiiicieeie s Market Yield 123.7 24 - 215 9.1
JUnior Debt ..o Market Yield 81.3 9.6 - 18.0 13.1
Collateralized Loan Obligations (investment grade and non-
INVEStMENt Zrade)......c.ccvveieriieieriieieieeie et Market Yield 613.5 32 - 12.5 5.1
OtHET ..ttt et ens Various 21.5
Total Level 3 Fixed Maturity Investments .............cccocceveuenenee. $1,044.2

For an investment in a fixed maturity security, an increase in the yield used to determine the fair value of the security will
decrease the fair value of the security. A decrease in the yield used to determine fair value will increase the fair value of the
security, but the fair value increase is generally limited to par, unless callable at a premium, if the security is currently callable.
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 13 - Fair Value Measurements (continued)

Information by security type pertaining to the changes in the fair value of the Company’s investments classified as Level 3 for
the three months ended March 31, 2020 is presented below.

Fixed Maturities

States and Other
Corporate Political Redeemable  Collateralized  Mortgage-
Bonds Sub- Preferred Loan and Asset-
(Dollars in Millions) and Notes divisions Stocks Obligations backed Total
Balance at Beginning of Period .........ccccocevveieiecnnenne. § 409.1 § — 3 6.7 § 6182 § 102 $1,044.2
Total Gains (Losses):
Included in Condensed Consolidated Statement of
INCOME ...t 2.7) — — (0.3) — 3.0
Included in Other Comprehensive Income (Loss) . (24.8) 0.1 — 9.5 (0.6) (34.8)
PUIChaSES. ..ottt 27.2 0.6 — 53.6 — 81.4
SEtICMENLS ....cuvieieiiceieie et — — — — — —
SALES ettt (18.2) — — (26.4) 0.2) (44.8)
Transfers into Level 3 ........ccoooieviiiieciiiieiieee e, — — — — — —
Transfers out of Level 3......cocoovviiiiieiiicieeeeeee, — — — (557.7) — (557.7)
Balance at End of Period..........ccccooveviiveiiveiccicene, $ 3906 § 07 $ 6.7 $ 779 $ 94 § 4853

There was $557.7 million in transfers out of Level 3 for the three months ended March 31, 2020. The transfers out of Level 3
were due to primarily to changes in the availability of market observable inputs due to change in pricing provider.

Information by security type pertaining to the changes in the fair value of the Company’s investments classified as Level 3 for
the three months ended March 31, 2019 is presented below.

Fixed Maturities

Other
Corporate  Collateralized ~ Mortgage-
Bonds Loan and Asset-
(Dollars in Millions) and Notes Obligations backed Total
Balance at Beginning of Period ............c.ccoooveieieiiieeiecceeceeeeeeeeeeeeeeeena $ 3826 $§ 5049 $ 99 $ 8974
Total Gains (Losses):
Included in Condensed Consolidated Statement of Income ...............c.o........ (2.5) (0.3) — 2.8)
Included in Other Comprehensive Income (Loss) 5.4 6.0 0.5 11.9
PUICRASES. ....uieeieeieiieiiceete ettt ettt a e saeseene s 101.3 3.9 — 105.2
Settlements (11.5) — 0.1 (11.6)
SIS ..ttt ettt et ettt et et e et e re et e teeraeereeneen (65.9) — — (65.9)
Transfers into Level 3 2.5 14.0 — 16.5
Transfers out 0f Level 3. ..o — — — —
Balance at End of Period.........c.cooveviieioieiiceeicececeeceeeeeeeee e $ 4119 § 5285 $ 103 $ 9507

There were no transfers out of Level 3 were for the three months ended March 31, 2019. The transfers into Level 3 were due to
changes in the availability of market observable inputs.
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KEMPER CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 13 - Fair Value Measurements (continued)

Presented below are the carrying values and fair value estimates of financial instruments not carried at fair value.

March 31, 2020 December 31, 2019
Carrying Carrying
(Dollars in Millions) Value Fair Value Value Fair Value
Financial Assets:
Loans to POICYOIAETS.........coovevirieeiiieiiieeietiietceeeeeeee e $ 307.1 $§ 7348 $ 3056 $ 6124
Short-term INVEStMENtS .........c.ccvevvirieiiiieieceeieeeee e 166.7 166.7 470.9 470.9
MoOrtgage LOans. .....cc.ueiuieuiiiiieieiieeeieee e 24.1 24.1 27.5 27.5
Financial Liabilities:
DIEDL ottt saereens $ 7781 $§ 7797 $ 7784 § 8202
Policyholder Contract Liabilities .........cccoceererieriiienenieneeeseeeieane 364.2 364.2 243.4 243.4

The fair value measurement for loans to policyholders are categorized as Level 3 within the fair value hierarchy. The fair value
measurement of Short-term Investments is estimated using inputs that are considered either Level 1 or Level 2 measurements.
The fair value measurement of Mortgage Loans is estimated using inputs that are considered Level 2 measurements. The fair
value of Debt is estimated using quoted prices for similar liabilities in markets that are not active. The inputs used in the
valuation are considered Level 2 measurements. Policyholder Contract Liabilities consist of advances from the FHLB of
Chicago, and the inputs used in the valuation are considered Level 2 measurements.

Note 14 - Contingencies

In the ordinary course of its businesses, the Company is involved in legal proceedings, including lawsuits, arbitrations,
regulatory examinations, audits and inquiries. Except with regard to the matters discussed below, based on currently available
information, the Company does not believe that it is reasonably possible that any of its pending legal proceedings will have a
material effect on the Company’s consolidated financial statements.

Over the last decade there have been an array of initiatives that intend, in various ways, to impose new duties on life insurance
companies to proactively search for information related to the deaths of their insureds. These initiatives, which can include
legislation, audits, regulatory examinations and related litigation, seek to alter the terms of life insurance contracts by imposing
requirements that did not exist and were not contemplated at the time the issuing companies entered into such contracts.

In 2016, the Company voluntarily began implementing a comprehensive process to compare the life insurance records of its life
insurance subsidiaries against one or more death verification databases to determine if any of its insureds may be deceased. The
initial implementation of the process is continuing.

Attempts to estimate the ultimate outcomes of the aforementioned initiatives entail uncertainties including but not limited to (i)
the scope and interpretation of pertinent statutes, including the matching criteria and methodologies to be used in comparing
policy records against a death verification database, (ii) the universe of policies affected, (iii) the results of audits, examinations
and other actions by regulators and (iv) related litigation.

Gain Contingency

In 2015, Kemper’s subsidiary, Kemper Corporate Services, Inc. (“KCSI”), filed a demand for arbitration with the American
Arbitration Association (“AAA”) against Computer Sciences Corporation (“CSC”), claiming that CSC had breached the terms
of a master software license and services agreement and related agreements (collectively, the “Agreements”) by failing, among
other things, to timely produce and deliver certain software to KCSI. In April 2017, CSC merged with a spin-off of the
Enterprise Services business of Hewlett Packard Enterprise Company and is now known as DXC Technology Company.

In April 2017, the parties participated in an evidentiary hearing before a AAA-appointed arbitrator. Subsequently, in October
2017, the arbitrator issued a Partial Final Award finding that CSC had breached the Agreements and awarded KCSI direct
damages plus pre-judgment interest. KCSI then submitted a supplemental petition providing pre-judgment interest calculations
and seeking an award for certain costs and expenses. In November 2017, the arbitrator issued a Final Award awarding KCSI
direct damages against CSC of $84.3 million, prejudgment interest at the annual rate of 9% and costs and expenses in the
amount of $7.2 million.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Unaudited)

Note 14 - Contingencies (continued)

KCSI pursued confirmation and enforcement of the Final Award in U.S. District Court in Texas. In September 2018, the Texas
district court issued an Amended Final Judgment that (i) confirmed the Arbitration Award in favor of KCSI, (ii) denied CSC’s
motion to vacate, and (iii) entered judgment against CSC in the total amount of $141.7 million. CSC appealed the district
court’s ruling to the U.S. Court of Appeals for the Fifth Circuit. On January 10, 2020, the Fifth Circuit Court of Appeals issued
a unanimous opinion affirming the district court’s ruling in favor of KCSI.

During the pendency of the district court and appellate proceedings, CSC paid Kemper $35.7 million in September 2018 and an
additional $20.1 million in April 2019 in partial satisfaction of the final judgment. The Company recognized such payments in
Other Income in its Consolidated Statements of Income for the years ended December 31, 2018 and December 31, 2019,
respectively. In February 2020, following the Fifth Circuit Court of Appeals’ ruling denying CSC’s appeal, Kemper received
$89.4 million in satisfaction of the remaining balance due on the judgment. The Company recognized such payment in Other
Income in its Condensed Consolidated Statement of Income for the three months ended March 31, 2020.

Note 15 - Related Parties

Mr. Christopher B. Sarofim, a director of Kemper, is Vice Chairman and a member of the board of directors of Fayez

Sarofim & Co. (“FS&C”), a registered investment advisory firm. The Company’s defined benefit pension plan had $123.0
million in assets managed by FS&C at March 31, 2020 under an agreement with FS&C whereby FS&C provides investment
management services with respect to certain funds of the plan. Investment expenses incurred in connection with such
agreement were $0.2 million and $0.2 million for the three months ended March 31, 2020 and 2019, respectively. The
Company believes that the services described above have been provided on terms no less favorable to the Company than could
have been negotiated with non-affiliated third parties.

Note 16 - Subsequent Events

Beginning in March 2020, governments worldwide enacted emergency measures to combat the spread of COVID-19. These
measures, which include the implementation of travel bans, self-imposed quarantine periods and social distancing, caused
material disruption to businesses globally resulting in an economic slowdown. As a result, global markets continue to
experience significant volatility and weakness.

The Company announced that, as part of its response to the COVID-19 pandemic, personal automobile policyholders who have
a policy in force as of April 30, 2020 will be credited 15% of their April 2020 premiums in May 2020, and personal automobile
policyholders with a policy in force as of May 31, 2020 will be credited 15% of their May 2020 premiums in June 2020. The
two premium credits will total approximately $100 million and are subject to approval from regulators. The credits will be
applied directly to the policyholder's policy. If a policyholder has paid in full, the policyholder will receive a refund of the
credited amounts.

On May 6, 2020, Kemper’s Board of Directors authorized the repurchase of an additional $200 million of Kemper’s common
stock, in addition to $133 million remaining under the August 6, 2014 authorization, bringing the remaining share repurchase
authorization to approximately $333 million as of May 6, 2020. The amount and timing of any future share repurchases under
the authorization will depend on a variety of factors, including market conditions, the Company’s financial condition, results of
operations, available liquidity, particular circumstances and other considerations.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Summary of Results

Net Income was $64.0 million ($0.96 per unrestricted common share) for the three months ended March 31, 2020, compared to
$155.3 million ($2.38 per unrestricted common share) for the same period in 2019.

Beginning in March 2020, the global pandemic associated with COVID-19 and related economic conditions began to impact
the Company's results of operations. For the three months ended March 31, 2020, the Company's insurance expense included
net pre-tax charges of $4.2 million associated with COVID-19 and related economic conditions. The Company also incurred
net realized investment losses driven by the impact of changes in fair value on the Company's equity investments, attributable
to the recent disruption in global financial markets. For further discussion regarding the potential impacts of COVID-19 and
related economic conditions on the Company, see “Caution Regarding Forward-Looking Statements” beginning on page land
Item 1A., Risk Factors, of Part II of this Quarterly Report on Form 10-Q and in Part I of the 2019 Annual Report.

The Company announced that, as part of its response to the COVID-19 pandemic, personal automobile policyholders who have
a policy in force as of April 30 will be credited 15% of their April premiums in May, and personal automobile policyholders
with a policy in force as of May 31 will be credited 15% of their May premiums in June. The two premium credits will total
approximately $100 million and are subject to approval from regulators. The credits will be applied directly to the
policyholder's policy. If a policyholder has paid in full, the policyholder will receive a refund of the credited amounts.

A reconciliation of Net Income to Adjusted Consolidated Net Operating Income (a non-GAAP financial measure) for the three
months ended March 31, 2020 and 2019 is presented below.

Three Months Ended
Mar 31, Mar 31, Increase

(Dollars in Millions and Net of Income Taxes) 2020 2019 (Decrease)
INEETNCOMIE ...ttt ettt ettt et et et et et et ese et ese et essetensesensetesesesereenens $§ 640 $ 1553 § (91.3)
Less:
Income (Loss) from Change in Fair Value of Equity and Convertible Securities................ (93.1) 50.9 (144.0)
Net Realized Gains on Sales of INVEStMENLS..........cceecverieecieniieieniieieeeee e 13.0 12.7 0.3
IMPAITMENT LOSSES ...vviuviiiiiiceiieiecie ettt ettt ettt ereete e e te e b e saeessesteesrenreens 9.5) (2.8) 6.7
Acquisition Related Transaction, Integration and Other COSts..........cccoecverieviiriereeseeiennn. 9.3) “4.4) 4.9
Adjusted Consolidated Net Operating INCOME ............cocooeievieieiiiieiieeeieeeeeeeeeeeeeee e $ 1629 § 989 § 64.0

Components of Adjusted Consolidated Net Operating Income:

Segment Net Operating Income:

Specialty Property & Casualty INSUTANCE.............coeueeuieuierieeieeeeieeeceeeeee e $§ 601 $ 796 $ (19.5)
Preferred Property & Casualty INSUrance.............ccvevvveeeriiecieniiecieneeiecieeeesieeveseeeie s 18.4 2.8 15.6
Life & Health INSUTANCE .........cccviiviiiiieieie ettt et ettt ens 22.3 23.1 (0.8)
Total Segment Net Operating INCOME.........ceecveriircieriieieeiieieeiere et see e sre e sre e eeeens 100.8 105.5 4.7
Corporate and Other Net Operating Income (Loss) From:
Partial Satisfaction of JUAZMENt..........c.cccveviirieiiieieicee e 70.6 — 70.6
OTNET ...ttt ettt ettt ekt ete s e b e s ese b ese b e st s e st e b ensesensesensesensenensenen (8.5) (6.6) (1.9)
Corporate and Other Net Operating INCOmMe (LOSS) ......c.ccvevirieriirienieieneeie e eve e 62.1 (6.6) 68.7
Adjusted Consolidated Net Operating INCOME .............ocooeieuieieiiiieiieeeieeeeeeeeeeeee e $ 1629 § 989 § 64.0
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Summary of Results (continued)
Net Income

Net Income decreased by $91.3 million for the three months ended March 31, 2020, compared to the same period in 2019, due
primarily to lower investment results, higher net impairment losses and higher acquisition related transaction, integration and
other costs. Adjusted Consolidated Net Operating Income increased by $64.0 million for the three months ended March 31,
2020, compared to the same period in 2019, due primarily to higher Corporate and Other Net Operating Income and Preferred
Property & Casualty Insurance Net Operating Income, partially offset by lower Specialty Property & Casualty Insurance Net
Operating Income. Specialty Property & Casualty Insurance segment net operating income decreased by $19.5 million driven
primarily by adverse prior year development. See MD&A, “Specialty Property & Casualty Insurance,” for additional
discussion of the segment’s results. Corporate and Other Net Operating Income increased due primarily to a gain recognized for
the partial satisfaction of a final judgment against CSC. The Company’s investment results were adversely impacted in 2020,
compared to 2019, by a $144.0 million after-tax decrease from the change in fair value of the equity and convertible securities
and a $6.7 million after-tax decrease from impairment losses, partially offset by $0.3 million after-tax increase from net
realized gains on sales of investments. See MD&A, “Investment Results,” for additional discussion.

Revenues

Earned Premiums were $1,166.4 million for the three months ended March 31, 2020, compared to $1,074.8 million for the
same period in 2019, an increase of $91.6 million. Earned Premiums for the three months ended March 31, 2020 increased by
$93.2 million and $3.1 million in the Specialty Property & Casualty Insurance and Life & Health Insurance segment,
respectively, partially offset by $4.7 million decrease in the Preferred Property & Casualty Insurance segment. See MD&A,
“Specialty Property & Casualty Insurance,” “Preferred Property & Casualty Insurance,” and “Life & Health Insurance,” for
discussion of the changes in each segment’s earned premiums.

Net Investment Income increased by $2.9 million for the three months ended March 31, 2020, compared to the same period in
2019, due primarily to a higher rate of return on Equity Securities and Alternative Investments, partially offset by higher Other
Investment Expenses. Net Investment Income from Alternative Investments related to Equity Method Limited Liability
Investments increased by $5.4 million. Net Investment Income from Alternative Investments related to limited liability
investments included in either Equity Securities at Fair Value or Equity Securities at Modified Cost increased by $1.2 million
for the three months ended March 31, 2020, compared to the same period in 2019.

Other Income was $90.3 million for the three months ended March 31, 2020, compared to $1.9 million for the same period in
2019. Other Income for the three months ended March 31, 2020 includes a gain of $89.4 million related to the satisfaction of a
final judgment against CSC. See Note 14, “Contingencies,” to the Condensed Consolidated Financial Statements.

Net Realized Gains on Sales of Investments were $16.5 million for the three months ended March 31, 2020, compared to $16.1
million for the same period in 2019.

Impairment Losses were $12.0 million for the three months ended March 31, 2020, compared to $3.6 million for the same
period in 2019.

See MD&A, “Investment Results,” under the sub-captions “Net Realized Gains on Sales of Investments” and “Impairment
Losses” for additional discussion. The Company cannot predict if or when similar investment gains or losses may occur in the
future.
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Non-GAAP Financial Measures

Underlying Losses and LAE and Underlying Combined Ratio

The following discussion of segment results uses the non-GAAP financial measures of (i) Underlying Losses and LAE and

(i1) Underlying Combined Ratio. Underlying Losses and LAE (also referred to in the discussion as “Current Year Non-
catastrophe Losses and LAE”) exclude the impact of catastrophe losses, and loss and LAE reserve development from prior
years from the Company’s Incurred Losses and LAE, which is the most directly comparable GAAP financial measure. The
Underlying Combined Ratio 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.

The Company believes Underlying Losses and LAE and the Underlying Combined Ratio are useful to investors and uses these
financial measures to reveal the trends in the Company’s Property & Casualty Insurance segment that may be obscured by
catastrophe losses and prior year reserve development. These catastrophe losses may cause the Company’s 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 developments are caused by unexpected loss development
on historical reserves. Because reserve development relates to the re-estimation of losses from earlier periods, it has no bearing
on the performance of the Company’s insurance products in the current period. The Company believes it is useful for investors
to evaluate these components separately and in the aggregate when reviewing the Company’s underwriting performance.

Adjusted Consolidated Net Operating Income

Adjusted Consolidated Net Operating Income is an after-tax, non-GAAP financial measure and is computed by excluding from
Income from Continuing Operations the after-tax impact of:

(1) Income (Loss) from Change in Fair Value of Equity and Convertible Securities;

(i) Net Realized Gains on Sales of Investments;

(ii1) Impairment Losses;

(iv) Acquisition Related Transaction, Integration and Other Costs;

(v) Loss from Early Extinguishment of Debt; and

(vi) 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. There were no applicable significant non-
recurring items that the Company excluded from the calculation of Adjusted Consolidated Net Operating Income for the three
months ended March 31, 2020 or 2019.

The Company believes that Adjusted 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. Income (Loss) from Change in Fair Value of Equity and Convertible Securities, Net Realized Gains
on Sales of Investments and Impairment Losses related to investments included in the Company’s results may vary significantly
between periods and are generally driven by business decisions and external economic developments such as capital market
conditions that impact the values of the Company’s investments, the timing of which is unrelated to the insurance underwriting
process. 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. Acquisition Related Transaction, Integration Costs, and Other may vary significantly between
periods and are generally driven by the timing of acquisitions and business decisions which are unrelated to the insurance
underwriting process. Significant non-recurring items are excluded because, by their nature, they are not indicative of the
Company’s business or economic trends.

The preceding non-GAAP financial measures should not be considered a substitute for the comparable GAAP financial
measures, as they do not fully recognize the overall profitability of the Company’s businesses.
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Specialty Property & Casualty Insurance

Selected financial information for the Specialty Property & Casualty Insurance segment follows

(Dollars in Millions)

Three Months Ended

Mar 31,
2020

Mar 31,
2019

NEE Premitms WITHEEI .. ..ociiueiiiieiee ettt ettt et e e e e e st e e e et e eeaeeesaaeesanaeeeeaeeesnseesaneeeeas
EArned PIeMIUITIS ........c...ooiiuiiiiiiieiceee ettt e et e et e et e e eenaeeeeaaeeeeaeeeessseseenaeeesseeeensnessanes
Net INVESTMENT INCOMIC........cooiiiiieeeeeeeeeee et e e e e e e e e e e e e e eeeeeesseseassssssrsennenneees

(01111 g §31670) 1 s L= TRRRRRRRRRNE

Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ...........ccccciviiiiiiienieiieieceeeee ettt seees
Catastrophe Losses and LAE ..........c.ooioiiiiiiiececeeeeee ettt et
Prior Years:
Non-catastrophe Losses and LAE ...........c.ocoioiiiiiiiiiiiececceeeee ettt
Catastrophe Losses and LAE ..........ccoooioioiiiii ittt ens
Total Incurred Losses and LAE ..........cooiiieeeeee ettt
INSUTANCE EXPEIISES...uuviiuiiiiiiiiiieiiieiteeitt ettt ettt ettt et et e st e e satesabeesabesabe e bbesnseenseesabeenanesases
OthET EXPEISES ...oiuviiiiiitieiicticte ettt ettt ettt ettt et e st e b e e bt et e eteebeeasesbeesseeseesaesseensesssessesrsesseesseseesseseans
OPETALING PIOTIE ...o.viiiiieiieiicieiieee ettt ettt et e e e et e st e esseeseessesseessesseessesssessenssensenssensenns
INCOME TaAX EXPEINISE......eeiiieiieeiiie ettt ettt e et e et e e ettt e ettt e e e naeeesaseeeesseeeansaeesnseeeansseeenns

Segment Net Operating INCOME.........ccueiuiriririirieieieieiiet ettt st

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE Ratio ........cccoccvivvieiieiiiiiieeccececce e
Current Year Catastrophe Losses and LAE Ratio.........cccoccveviieiiniieiiniieieceee et
Prior Years Non-catastrophe Losses and LAE Ratio.........c.ccveiiiiieiieiiciiiiecciececie e
Prior Years Catastrophe Losses and LAE Ratio.........c.ccccoeveiiieiiniieiiniiciecccee et
Total Incurred Loss and LAE RatiO.......ccceriiieieieieieieieiee ettt see s
InSurance EXPense RAtIO........ccicciiiuieiiiiiiiiiicie sttt ettt te e sreesaesesesesssessesssesaessaseens
COMDBINEA RALIO ..ottt ettt ettt ettt ettt e be s b e s esbe s e st esbesseseaseeseeseeseesensessessensenes
Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE Ratio ........cccocovievieiieiiiiiieeccececce e
InSurance EXPense RAtIO........ccocciiiuiiiiiiiiiiiieeie sttt ettt te e steesaeseeesessaesbesssesassseseens
Underlying Combined RAtIO..........ccieiiiriiiierieiiceecte ettt ettt ettt v et eve et eveeaeeeaeeaesreeaeereas
Non-GAAP Measure Reconciliation

COMDBINEA RALIO ..ottt ettt ettt ettt e besbe b e b e s e st esbesseseaseeseeseeseesensessessensenes

Less:

Current Year Catastrophe Losses and LAE Ratio.........cccocviiiieiiiieiieieciceeeceeeeeete et
Prior Years Non-catastrophe Losses and LAE Ratio.........c.cccveeveviieiiniieiiiieiccece et
Prior Years Catastrophe Losses and LAE RatiO .........c.ccoieiiiiieiiiieiieiecicereece ettt evens
Underlying Combined RAtIO..........ccveiiiiieiiitieiicierie ettt sttt e b ete e b esaesaeeseesaeesaesseessesseas
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$ 9112 $ 809.1

§ 8225 $ 7293
2858 215
0.9 08
852.2 751.6
619.8 544.3
0.2 06
5.3 (18.3)
0.2 0.2
625.5 526.8
152.1 124.8
(0.4) 06
75.0 99.4
(14.9) (19.8)

$ 601 $ 796
75.4% 74.6%
— 0.1
0.6 2.5)
76.0 722
18.5 17.1
94.5% 89.3%
75.4% 74.6%
18.5 17.1
93.9% 91.7%

94.5% 89.3%
— 0.1
0.6 (2.5)

93.9% 91.7%



Specialty Property & Casualty Insurance (continued)

Insurance Reserves

Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
Insurance Reserves:
NON-StANAATA AULOMIODILE ...ttt et ae et eeae et e et eeeeaeeeesaeeeeesaeeeeenaeeenenaeas $ 13263 $ 1,321.9
Commercial AULOMODILE...........cc.iciiiiiiiiiiiciecie ettt ettt e et beesaesteessesaeessesseenseeseesrens 215.1 229.1
TIISUTAIICE RESEIVES ...t e et e e e e e e e ea e et e s et e e e eeeeeeee s e e e e e seneeeeeeseneeneennes $ 1,5414 $ 1,551.0
Insurance Reserves: -
Loss and Allocated LAE Reserves:
Case and AIocated LAE .........coooviiiiiiiciie ettt ettt et a e st teebe e sne e $ 7160 $ 730.0
Incurred But NOt RePOITEd........cooviiieiiiieieeieieee ettt s e e 679.1 672.2
Total oSS and LAE RESEIVES........cciiouiiiieiii ettt ettt e et e eaa e e sttt e senaeessnaeessneeeens 1,395.1 1,402.2
Unallocated LAE RESEIVES .......ccueeiieiieeieiieieeie ettt ie sttt st etesteeaesseensesseensesneensesnaessesnsensens 146.3 148.8

INSUTANCE RESEIVES ....ooiiiiiiiiiiiiieeeee ettt e e et e e e e ettt e e e e e et et e e e e eenateeeessennaareeessennaeeeeeas $ 15414 $ 1,551.0

See MD&A, “Critical Accounting Estimates,” of the 2019 Annual Report for additional information pertaining to the
Company’s process of estimating property and casualty insurance reserves for losses and LAE, development of property and
casualty insurance losses and LAE from prior accident years, also referred to as “reserve development” in the discussion of
segment results, estimated variability of property and casualty insurance reserves for losses and LAE, and a discussion of some
of the variables that may impact development of property and casualty insurance losses and LAE and the estimated variability
of property and casualty insurance reserves for losses and LAE.

Overall
Three Months Ended March 31, 2020 Compared to the Same Period in 2019

The Specialty Property & Casualty Insurance segment reported Segment Net Operating Income of $60.1 million for the three
months ended March 31, 2020, compared to $79.6 million for the same period in 2019. Segment Net Operating Income
decreased by $19.5 million driven primarily by higher incurred losses and LAE and insurance expenses, partially offset by
higher earned premiums.

Earned Premiums in the Specialty Property & Casualty Insurance segment increased by $93.2 million for the three months
ended March 31, 2020, compared to the same period in 2019, due to higher volume in earned premiums of $105.2 million,
partially offset by lower average earned premium of $12.0 million. Both of the segment’s product lines had higher volume,
although the overall impact on Earned Premiums was driven primarily by specialty personal automobile insurance, which had a
volume increase of $95.2 million. Both of the segment’s product lines experienced a decrease from lower average earned
premium, although the overall impact on Earned Premiums was driven primarily by specialty personal automobile insurance
which had a decrease from lower average earned premium of $11.6 million.

Net Investment Income in the Specialty Property & Casualty Insurance segment increased by $7.3 million for the three months
ended March 31, 2020, compared to the same period in 2019, due primarily to a higher rate of return on Equity Securities and
Alternative Investments, partially offset by lower yields on fixed income securities.

Underlying losses and LAE as a percentage of earned premiums were 75.4% in 2020, a deterioration of 0.8 percentage points,
compared to 2019, driven primarily by higher underlying losses as a percentage of earned premiums in specialty personal
automobile insurance. Underlying losses and LAE exclude the impact of catastrophes and loss and LAE reserve development.
Catastrophe losses and LAE (excluding reserve development) were $0.2 million in 2020, compared to $0.6 million in 2019, an
improvement of $0.4 million. Adverse loss and LAE reserve development (including catastrophe reserve development) was
$5.5 million in 2020, compared to favorable development of $18.1 million in 2019.

Insurance expenses were $152.1 million, or 18.5% of earned premiums, in 2020, a deterioration of 1.4 percentage points
compared to 2019, driven primarily by specialty personal automobile insurance.

The Specialty Property & Casualty Insurance segment’s effective income tax rate differs from the federal statutory income tax
rate due primarily to tax-exempt investment income and dividends received deductions.
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Specialty Property & Casualty Insurance (continued)
Specialty Personal Automobile Insurance

Selected financial information for the specialty personal automobile insurance product line follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Net Premitms WITEEIL .......o.oiviiiuiiieiececeectcee ettt ettt ettt ettt e e te et ete et ete s etsesessesessesessetessesesserennas $§ 8303 § 7422
Earned PremMIUMIS. ......ccuiiiiiiiiieiiecis ettt ettt et e e et e e s b e eaeestbe e saeesse e baeenseensaesaseesseenssens § 7532 $ 669.6
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ..........cccocioiiiieiiiieieceeeeeee et snnens § 5760 § 4988
Catastrophe Losses and LAE ............cccooiiiiiiiiccecee ettt ae s 0.2 0.5
Prior Years:
Non-catastrophe Losses and LAE ...........cccoooiioiiiiiiiiceeceee ettt 17.8 (14.4)
Catastrophe Losses and LAE ...........ooooioiieeeeeeee ettt 0.2 0.1
Total Incurred Losses and LAE..........ccoooiiiiiiiiiiceeeeeeee ettt § 5942 § 485.0
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio..........cccooveviiiieviiiicni i 76.5% 74.5%
Current Year Catastrophe Losses and LAE Ratio .......c.ocveiviiiiiiiiiiiiciicece et — 0.1
Prior Years Non-catastrophe Losses and LAE Ratio........ccccccecveiiiiiiieiiieieiceceee e 2.4 2.2)
Prior Years Catastrophe Losses and LAE Ratio.........cccocvieviiiiiiiiiiiiieieeecee et — —
Total Incurred Loss and LAE RatiO........c.ccceviiiieriiiiiiicieiccecee ettt ene e 78.9% 72.4%

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned Premiums on specialty personal automobile insurance increased by $83.6 million for the three months ended March 31,
2020, compared to the same period in 2019, due to higher volume in earned premiums of $95.2 million, partially offset by
lower average earned premium of $11.6 million. Incurred losses and LAE were $594.2 million, or 78.9% of earned premiums
in 2020, compared to $485.0 million, or 72.4% of earned premiums, in 2019. Incurred losses and LAE as a percentage of
earned premiums increased due primarily to adverse change in loss and LAE reserve development. Underlying losses and LAE
as a percentage of related earned premiums were 76.5% in 2020, compared to 74.5% in 2019. Catastrophe losses and LAE
(excluding reserve development) were $0.2 million in 2020, compared to $0.5 million in 2019. Loss and LAE reserve
development was adverse by $18.0 million in 2020, compared to $14.3 million favorable development in 2019.
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Specialty Property & Casualty Insurance (continued)
Commercial Automobile Insurance

Selected financial information for the commercial automobile insurance product line follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Net Premitms WITEEIL. ......c.ooviiiiieiieieieeeecteeeeteee ettt ettt ettt st ete s ete et ete et etesseteesessesessesessesenseseneas § 809 §$§ 669
Earned PIOMIUMS .....cc.eiiiiiiiiciecie ettt ettt ettt e e e e s ta e e b e e tbeesbeessaeesbeassseenseessseenseesssean S 693 $ 597
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ..........c.cooioiiiiriieiieieieieseeeeee ettt eneens § 438 § 455
Catastrophe Losses and LAE ...........ccooiiiiiiiiieceeeceeee ettt — 0.1
Prior Years:
Non-catastrophe Losses and LAE ...........coooooiiiiiiioieieceee et (12.5) 3.9
Catastrophe Losses and LAE ..ottt — 0.1
Total Incurred Losses and LAE..........c.oovouiiouieieieeeeeeeeeeeeeee ettt ettt e et s et te s ae s $ 313 § 418
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio..........cccocveviiviieiinieieiieieceeeceee e 63.2% 76.1%
Current Year Catastrophe Losses and LAE Ratio..........ccooiiieeiiiiiieiiceeeeceeeceee et — 0.2
Prior Years Non-catastrophe Losses and LAE Ratio ..........ccccovveviiiiiniiiienieciecceeeee e (18.0) 6.5)
Prior Years Catastrophe Losses and LAE Ratio.........cc.coveiviiiieiiiiiiieicceceeeete ettt — 0.2
Total Incurred Loss and LAE Rati0 .......c.ccvicieiiieiiiiieiieieicetee ettt seeseesse e 45.2% 70.0%

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned Premiums on commercial automobile insurance increased by $9.6 million for the three months ended March 31, 2020,
compared to the same period in 2019, due to higher volume in earned premiums of $10.0 million, partially offset by lower
average earned premium of $0.4 million. Incurred losses and LAE were $31.3 million, or 45.2% of earned premiums in 2020,
compared to $41.8 million, or 70.0% of earned premiums in 2019. Incurred losses and LAE as a percentage of earned
premiums improved due primarily to lower underlying losses and LAE as a percentage of earned premiums as well as favorable
loss and LAE reserve development. Underlying losses and LAE as a percentage of earned premiums were 63.2% in 2020,
compared to 76.1% in 2019, an improvement of 12.9 percentage points driven primarily by lower underlying losses as a
percentage of earned premiums in commercial automobile insurance. Favorable loss and LAE reserve development was $12.5
million in 2020, compared to $3.8 million in 2019.
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Preferred Property & Casualty Insurance

Selected financial information for the Preferred Property & Casualty Insurance segment follows.

Three Months Ended

Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Net Premitms WITEEI.........ooviieriietiietiietictetesieee sttt ettt ss et ssete s esesseseesessesessesessesessesesesesenis § 1641 § 179.6
Earned PrOMIUINS .......ccviiiiiiiiiiciicteete ettt ettt teesbeeteessesteesseeseesbeesaesseessesbeessesseassenseans S 1809 § 1856
Net INVEStMENt TNCOMMIE ......eveiiiiiiiiictet ettt ettt ettt st be e e ees 9.7 8.3
TOtAl REVEIUES.......cueiiieiiiticeiicteet ettt ettt ettt ettt et eees e teesb e beesbeeteesseeseesseeseesseessesseessesbeesseseessenseans 190.6 193.9
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ............ccooiiiiiiiieiieeeeeeeeeeee e 108.5 120.8
Catastrophe Losses and LAE...........ccocoooiiiiiiiiiee ettt ettt ens 4.8 16.6
Prior Years:

Non-catastrophe Losses and LAE ..........cccoooioiiiiiiiiiiiccceeeeee et (3.3) 5.1

Catastrophe Losses and LAE...........ccooi oottt sttt ens (1.1) 1.0
Total Incurred Losses and LAE..........c..ccoooiiiiiiiieceeeeeee ettt et et snasae e 108.9 133.3
INSUTANCE EXPEINSES ....vevieniieiiiiieieeieeie ettt sttt et et e et e st e esseeseansesseensesnsensesnsensesnsensennsenseans 58.7 573
OPEIALING PrOTIt....ccuiiiiiiiiiiciiec ettt ettt e ab e e te et e e aeesbeereebeeasebeessesbeessesseessesseans 23.0 33
INCOME TAX EXPEIISE ....eenviiiiiieiie ittt ettt sttt st ettt e b e st et esab e e bt e s ateebeesaeesabeesaeesares (4.6) (0.5)
Segment Net Operating INCOME ..........ccveviiiiiiiiieticieieeee ettt ettt te bt beete e b e asesbeeaeesreens $§ 184 $ 2.8
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio..........ccccooivirinininenincicicceecceccseceee 59.9% 65.1%
Current Year Catastrophe Losses and LAE Ratio.........cccoecviiieiiiiiciiiicicece et 2.7 8.9
Prior Years Non-catastrophe Losses and LAE Ratio ........cccocvecviviieiinieniicieeccee e (1.8) 2.7
Prior Years Catastrophe Losses and LAE Ratio.........ccccoieiiiiieiiiiiciicieiccecc et (0.6) 0.5
Total Incurred Loss and LAE RatiO.......c.ccivcieriiiieiieieieiesectetet ettt st eessenneens 60.2 71.8
INSUrance EXPense RAtIO.........ccoccviiuieiiiiiiiicicce ettt ettt et et et e ae e be s e teesnesteessesaeens 324 30.9
(07035310304 T<Te 8 2 15 1o RSP RURPURUR PP 92.6% 102.7%
Underlying Combined Ratio -
Current Year Non-catastrophe Losses and LAE Ratio..........ccccoiviiinininenenenicieeeccecceseeceee 59.9% 65.1%
INSUrance EXPense RAtIO.........ccoccviiuieiiiiiiiicicce ettt ettt et et et e ae e be s e teesnesteessesaeens 324 30.9
Underlying Combined RaAtIO ..........ccceeviirieiiieieiieiesie ettt sttt et esaesseessesseessesaeensesnnes 92.3% 96.0%
Non-GAAP Measure Reconciliation -
(07035310304 1<Ta 8 2 15 1o PR URUURSPURP 92.6% 102.7%
Less:
Current Year Catastrophe Losses and LAE Ratio.......cccccoecveiieiiiniieiiinieicccec e 2.7 8.9
Prior Years Non-catastrophe Losses and LAE Ratio .........c.ccceeeviiiieiiiiieiiicecic e (1.8) (2.7)
Prior Years Catastrophe Losses and LAE Ratio..........ccoccvecviiiieciiiieiinieieccee ettt (0.6) 0.5
Underlying Combined RatiO ..........ccooouiiiiiiiiiiii ittt ettt et et eaesteessesteesseeaeens 92.3% 96.0%
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Preferred Property & Casualty Insurance (continued)

Catastrophe Frequency and Severity

Three Months Ended
Mar 31, 2020 Mar 31, 2019
Number of Losses and Number of Losses and

(Dollars in Millions) Events LAE Events LAE
Range of Losses and LAE Per Event:

BelOW $5.. oo 7 $ 4.8 9 3 43

85 = 10 et — — — —

L0 = B LS e — — 1 12.3

SIS = 820 ittt — — — —

820 = B2 e — — — —

Greater Than $25.......cociiviiiieiiieceeeeee et — — — —

TOTAL...eeieieeeecte ettt ettt et e re e eneas 7 8 4.8 10 $ 16.6

Insurance Reserves
Mar 31, Dec 31,

(Dollars in Millions) 2020 2019
Insurance Reserves:

Preferred AUtOMODILE .........c.ocviviiieiiciceici ettt ettt ettt s ettt aeaeeseas $§ 2548 $§ 2623

HOMEOWINETS......couiieiieciie ettt ettt ettt e et et e e b e e teeebeestaeesbeessaeeaseessseassaessseensaassseesseesssennsenses 90.8 95.3

ONET ...ttt ettt ettt et et e b e et e st e e sb et e esb e et e e s b e et e esbeese e beera e heesaeareesbe st enseersenreensereenes 28.8 30.9
INSUTANCE RESEIVES......eecveceeeieeeeeeete ettt ettt ettt et eteete et e teee e et et e s e e eneeneeneeneeseeneeneereenes $ 3744 $§ 3885
Insurance Reserves:

Loss and Allocated LAE Reserves:

Case and Allocated LAE ........cccoooiioiiiieiee ettt ettt nnesnees $§ 231.1 § 2413
Incurred But Not RePOTItEd .........ccviiviiiiiiiiiicieie ettt e 115.1 118.8

Total Loss and LAE RESEIVES ......cc.ivcieriiiiiiieiecieeieeitete ettt ettt sttt ae s essesseensessaensesnnenseenes 346.2 360.1

Unallocated LAE RESEIVES .......ccviivieiiiiieiieeiiieetesteee et ve ettt sesteesesta b e essebeesseseesseereenns 28.2 28.4
INSUIANCE RESEIVES .....ocvivievinictiieeiiteeicteiteteee ettt ettt sttt sttt et e st et e ssebessese s ess b esesbeseebeseebessesessesessesessns $§ 3744 $§ 3885

See MD&A, “Critical Accounting Estimates,” of the 2019 Annual Report for additional information pertaining to the
Company’s process of estimating property and casualty insurance reserves for losses and LAE, development of property and
casualty insurance losses and LAE from prior accident years, also referred to as “reserve development” in the discussion of
segment results, estimated variability of property and casualty insurance reserves for losses and LAE, and a discussion of some
of the variables that may impact development of property and casualty insurance losses and LAE and the estimated variability
of property and casualty insurance reserves for losses and LAE.

Overall
Three Months Ended March 31, 2020 Compared to the Same Period in 2019

The Preferred Property & Casualty Insurance segment reported Segment Net Operating Income of $18.4 million for the three
months ended March 31, 2020, compared to $2.8 million for the same period in 2019. Segment Net Operating Income increased
by $15.6 million due primarily to lower incurred catastrophe losses and LAE (excluding loss and LAE reserve development),
lower underlying combined ratio, and higher net investment income, partially offset by adverse prior year loss and LAE
development.

Earned Premiums in the Preferred Property & Casualty Insurance segment decreased by $4.7 million for the three months
ended March 31, 2020, compared to the same period in 2019, due to lower volume of earned premiums, partially offset by
higher average earned premiums. All lines experienced an overall decline in volume, although the overall impact was driven

42



Preferred Property & Casualty Insurance (continued)

primarily by preferred automobile insurance, which had a decrease in volume of $8.1 million. Other insurance and homeowners
insurance had decreases in volume of $4.3 million and $3.4 million, respectively. Overall average earned premium increased,
although the overall impact on Earned Premiums was driven primarily by preferred automobile insurance, which had an
increase in average earned premiums of $7.6 million. Other insurance had increases in earned premiums from higher average
earned premium of $3.6 million, partially offset by a decline in homeowners insurance of $0.1 million.

Net Investment Income in the Preferred Property & Casualty Insurance segment increased by $1.4 million for the three months
ended March 31, 2020, compared to the same period in 2019, due primarily to a higher rate of return on Equity Securities and
Alternative Investments, partially offset by lower yields on fixed income securities.

Underlying losses and LAE as a percentage of earned premiums were 59.9% in 2020, an improvement of 5.2 percentage points,
compared to 2019. Underlying losses and LAE exclude the impact of catastrophes and loss and LAE reserve development.
Catastrophe losses and LAE (excluding reserve development) were $4.8 million in 2020, compared to $16.6 million in 2019, a
decrease of $11.8 million. Catastrophe losses and LAE (excluding reserve development) decreased due primarily to lower
frequency and severity of catastrophic events in 2020, compared to 2019. Favorable loss and LAE reserve development
(including catastrophe reserve development) was $4.4 million in 2020, compared to $4.1 million in 2019.

Insurance expenses were $58.7 million, or 32.4% of earned premiums in 2020, a deterioration of 1.5% percentage points
compared to 2019.

The Preferred Property & Casualty Insurance segment’s effective income tax rate differs from the federal statutory income tax
rate due primarily to tax-exempt investment income and dividends received deductions.

Preferred Personal Automobile Insurance

Selected financial information for the preferred personal automobile insurance product line follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Net Premiums WITEEEIL ........c.oiuiiiieiieieee ettt ettt eee e ee s ereeeeses et e eaesaeetessesaessessessenseneeneenseasereanesns $ 1059 §$ 1165
EarNed PreIMIUITIS.......c..coviiuiiiiieieete ettt ettt ete et ettt e ettt eaeeeteeaeeeteeaeeeseeseeaeeseersenseenseseensenseenseeseenes $ 1149 $ 1154

Incurred Losses and LAE related to:
Current Year:

Non-catastrophe Losses and LAE .........c.ccoovoiiviioiiiiieiicecceeee ettt § 759 § 802

Catastrophe Losses and LAE .........c..coooiiiiiiiiiceeeeeee ettt ve e ae s 0.2 2.5
Prior Years:
Non-catastrophe Losses and LAE ..........ccccooooiiiiiiiiiiiciececeeecteee ettt ettt et aeeaeens 2.2 (1.2)
Catastrophe Losses and LAE ............cccooiiiiiiiiececeeetete ettt b e b e s ene e 0.1 0.1
Total Incurred Losses and LAE ...........ccoooiiiriiiieieeeeeeete ettt ese s ene e $§ 782 $ 814

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE Ratio..........cccocoieviiiieiiiiicciiieeceeeeeeeveee e 66.1% 69.4%
Current Year Catastrophe Losses and LAE Ratio .........cccevvieierieciinieiecece e 0.2 2.2
Prior Years Non-catastrophe Losses and LAE Ratio.........cc.cccoevieiiiieciiiicic e 1.9 (1.0)
Prior Years Catastrophe Losses and LAE Ratio........c.cccoovieririiiiieiiiiiciececceee e 0.1) 0.1)

Total Incurred Loss and LAE RatIO...........cooiiiiiieiiieie ettt sa e et eeseaeeesaee s 68.1% 70.5%
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Preferred Property & Casualty Insurance (continued)
Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned Premiums on preferred automobile insurance decreased by $0.5 million for the three months ended March 31, 2020,
compared to the same period in 2019, due to lower volume in earned premiums of $8.1 million, partially offset by higher
average earned premiums of $7.6 million. Incurred losses and LAE were $78.2 million, or 68.1% of earned premiums, in 2020,
compared to $81.4 million, or 70.5% of earned premiums, in 2019. Incurred losses and LAE as a percentage of earned
premiums decreased due primarily to an improvement in the underlying loss and LAE ratio, partially offset by an adverse
change in loss and LAE reserve development. Underlying losses and LAE as a percentage of related earned premiums were
66.1% in 2020, compared to 69.4% in 2019, an improvement of 3.3 percentage points due primarily to lower claim frequency in
2020. Catastrophe losses and LAE (excluding reserve development) were $0.2 million in 2020, compared to $2.5 million in
2019. Adverse loss and LAE reserve development was $2.1 million in 2020, compared to favorable development of $1.3
million in 2019.

Homeowners Insurance

Selected financial information for the homeowners insurance product line follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Net Premitms WITEEIL.......c.oiviiiviieiiieticetiee ettt ettt ettt se ettt ssete st e s ete s etssseteesessesessesessesenneresnas $§ 499 § 541
Earned PremiUMS. ......c..ocviiiiiiiiiceicceceie ettt ettt ettt et te e e teeaaesteebeetaesbeessesbeesseseensesseenns $ 568 § 603
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ..........ccccooooiiiiiiiiiiiciececeee ettt ettt ettt et aeeaeens $§ 287 $§ 358
Catastrophe Losses and LAE ...ttt b et b e ne e 4.5 13.8
Prior Years:
Non-catastrophe Losses and LAE ..........cccccoooiiiiiiiiiiiiiciceeeeeeeere e ve s aeennens “4.3) (1.1)
Catastrophe Losses and LAE ............coooiiiiiiiiicceceeee ettt ettt ettt be e ae s 0.7 1.0
Total Incurred Losses and LAE ..........c.oocuiieuioieiieieieeeeeeeectceeeteee ettt s et st seas s § 282 § 495
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio........c.cccocevirininininenencicccieccceeccee 50.5% 59.3%
Current Year Catastrophe Losses and LAE Ratio .......c.cccveovieiiiiiiiiiiciicece e 7.9 22.9
Prior Years Non-catastrophe Losses and LAE Ratio........cccccoeceeiieiiiieciiniccceeccee e (7.6) (1.8)
Prior Years Catastrophe Losses and LAE Ratio.........cccocveiiieiiiiiiiiiieccece e (1.2) 1.7

Total Incurred Loss and LAE RatIO............cooviiiiiiiieiiiieeee e eee et 49.6% 82.1%

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned Premiums in homeowners insurance decreased by $3.5 million for the three months ended March 31, 2020, compared to
the same period in 2019, due to lower volume in earned premiums of $3.4 million and lower average earned premium of $0.1
million. Incurred losses and LAE were $28.2 million, or 49.6% of earned premiums, in 2020, compared to $49.5 million, or
82.1% of earned premiums, in 2019. Underlying losses and LAE as a percentage of earned premiums were 50.5% in 2020,
compared to 59.3% in 2019, an improvement of 8.8 percentage points due primarily to lower frequency and severity of non-
catastrophe large losses in 2020 compared to 2019. Catastrophe losses and LAE (excluding reserve development) were $4.5
million in 2020, compared to $13.8 million in 2019. Loss and LAE reserve development was favorable by $5.0 million in 2020,
compared to favorable development of $0.1 million in 2019.
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Preferred Property & Casualty Insurance (continued)
Other Personal Insurance

Other personal insurance products include umbrella, dwelling fire, inland marine, earthquake, boat owners and other liability
coverages. Selected financial information for other personal insurance product lines follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Net Premitms WITEEI .......ouvivieiitiietiietiietice ettt ettt ettt ettt eseevessete s ete s ete s etessesessessesessesessesessesesnas $ 83 § 9.0
Earned PremIUINS. .....cc.viiiieieiieiesit ettt sttt ettt et s teebeeseesbeesaesseessesaeessesssessasssessaessanseessenseenes $ 92 § 99
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE .........cccooiiiiiiiiiieeeee ettt $ 39 § 4.8
Catastrophe Losses and LAE ...........oocooiiieiiceeeesee ettt sttt sne e 0.1 0.3
Prior Years:
Non-catastrophe Losses and LAE .........cccooiiiiiiiiiieeeee ettt (1.2) (2.8)
Catastrophe Losses and LAE ...........oocooiiieiiceeeesee ettt sttt sne e (0.3) 0.1
Total Incurred Losses and LAE ..........ccoooviiiiiiiieeceeeeeeee ettt sttt et eae e $ 25 $ 2.4
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio..........cccocieviiiieiiiiicciiieccceceeeeeeveee e 42.4% 48.5%
Current Year Catastrophe Losses and LAE Ratio .......cccccevvieierieciinieiecece e 1.1 3.0
Prior Years Non-catastrophe Losses and LAE Ratio.........cc.ccooevieiiiiiciiiiciceee e (13.0) (28.3)
Prior Years Catastrophe Losses and LAE Ratio........cccccoovieiiriinieciinicicceeeeee e 3.3) 1.0
Total Incurred Loss and LAE RatiO........c.cccoeouiiiiiiiiiciieieieceeee ettt ettt eve e 27.2% 24.2%

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned Premiums on other personal insurance decreased by $0.7 million for the three months ended March 31, 2020, compared
to the same period in 2019, due to lower volume in earned premiums of $4.3 million, partially offset by higher average earned
premiums of $3.6 million. Incurred losses and LAE were $2.5 million, or 27.2% of earned premiums, in 2020, compared to
$2.4 million, or 24.2% of earned premiums, in 2019. Underlying losses and LAE as a percentage of earned premiums were
42.4% in 2020, compared to 48.5% in 2019, an improvement of 6.1 percentage points. Catastrophe losses and LAE (excluding
reserve development) were $0.1 million in 2020, compared to $0.3 million in 2019. Favorable loss and LAE reserve
development was $1.5 million in 2020, compared to $2.7 million in 2019.
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Life & Health Insurance

Selected financial information for the Life & Health Insurance segment follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Barned PrEMIUINS ........cueiviuiiiieieeieeeteeceteee ettt ettt eae et eae et e e etees et e s ese et eseesesseteseetensesesseseseseesessesensesens $ 1630 $§ 1599
Net INVEStMENt INCOMIE .......eeiiiiiiiiieeiieeeere ettt et ettt e e sabeesbeesabe e baesaseenses 51.0 51.7
OthEr INCOIMC. ....c.viiiiiiiciiictect ettt ettt ettt e et eett et e e st e ebeeateeteeaseeseesbessseseessesseesseseessesseenes 0.1 1.1
TOtAl REVEIUES ......cuviiiiiiieiieiieiieie ettt ettt ettt e st et e estebeessesseessesseessesseensesssensesssensenssansenssensennes 214.1 212.7
Policyholders’ Benefits and Incurred Losses and LAE.............c.coooiiviiiiiiiiiieceeeceeeeee 100.7 105.4
INSULANCE EXPEIISES ..eouviieiiiiiiieiieiie ettt ettt ettt et sa e et e e s it e et e eabeesbeesabeenbeesabeenseesnnean 86.9 78.0
OPEIALING PrOTIt....ocuiiiiiiicieeiiceee ettt ettt et ettt et e teeteeaeebeera e beessesbeessesteesseeseenns 26.5 293
INCOME TaAX EXPEISE ....cuvivieiiieiieiieeieste ettt ete st et ettt e st et e et e teeseesseessesseessesseensesssensesssessanssansenssenseenns “4.2) (6.2)
Segment Net Operating INCOME ..........ccveiuieiiiiieiieiciectecte ettt ettt te e eveereereesteeanesaeeneas $ 223§ 23.1
Insurance Reserves
Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
Insurance Reserves:
Future Policyholder BENETItS........c.cooviiiiiiiiiieiiciieeeeieeectceteete ettt ettt e eve e $ 3,397.1 $ 3,385.3
Incurred Losses and LAE Reserves:
55 PR RSS PR 75.5 89.2
Accident and Health ...........coouiiiiiiiiiiicieecceee ettt ene 28.2 27.5
D53 (0] 0153 2SS 3.1 33
Total Incurred Losses and LAE RESEIVES ......ccuevuieiiriieiieieiieieie ettt 106.8 120.0
INSUTANCE RESEIVES ..ottt ettt e et e et e e et e e eaaeeseateeeseaeeesenaeesenaaeesaeeesnnneessnreeean $ 3,503.9 $ 3,505.3

Use of Death Verification Databases

In the third quarter of 2016, the Company’s Life & Health segment voluntarily began implementing a comprehensive process
under which it cross-references its life insurance policies against the Death Master File and other death verification databases to
identify potential situations where the beneficiaries may not have filed a claim following the death of an insured and initiate an
outreach process to identify and contact beneficiaries and settle claims. Policyholders’ Benefits and Incurred Losses and Loss
Adjustment Expenses for the year ended December 31, 2016 included a pre-tax charge of $77.8 million to recognize the initial
impact of using death verification databases in the Company’s operations, including to determine its IBNR liability for unpaid
claims and claims adjustment expenses for life insurance products. The Company reduced its estimate of the initial impact of
using death verification databases by $21.0 million in 2019 and $4.5 million during the first quarter of 2020.

Overall
Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned Premiums in the Life & Health Insurance segment increased by $3.1 million for the three months ended March 31,
2020, compared to the same period in 2019, due primarily to higher sales of both accident and health and life insurance
products.

Net Investment Income decreased by $0.7 million in 2020, compared to 2019, due primarily to lower yields on fixed income
securities.

Other Income decreased by $1.0 million in 2020, compared to 2019.

Policyholders’ Benefits and Incurred Losses and LAE decreased by $4.7 million in 2020, compared to 2019, primarily due to a
$4.5 million reduction of the initial reserve associated with the death verification database and lower frequency of property
insurance claims, partially offset by accident and health insurance claims resulting from increased production. Insurance
Expenses in the Life & Health Insurance segment increased by $8.9 million in 2020, compared to 2019, primarily due to an
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Life and Health Insurance (continued)

accrual for distribution expenses anticipated from COVID-19 disruption as well as investments made to modernize and
strengthen the distribution channel and enhance the capabilities of the business.

Segment Net Operating Income in the Life & Health Insurance segment was $22.3 million for the three months ended
March 31, 2020, compared to $23.1 million in 2019.

Life Insurance

Selected financial information for the life insurance product line follows.

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Barned PrEMIUINS ........c.eoviviieieiieieeeteeeeteeeteee ettt et et et e e etees et e s ese et eseesesseteseetensesesseseseseeseseesensesens $ 972 $ 95.8
Net INVEStMENt INCOMIE .......eeiiiiiiiiiieiieecee et ettt et e st e e e sabeesbeesnbe e baesaseenses 48.7 49.9
OthEr INCOIMC. ....c.vieiiiticiictectecte ettt ettt ettt e et et e ets et e eaeeebe e st e ereeaseeseesbessseseesseseessenteessenseenns — 1.0
TOtAl REVEIUES .....ccuviiiiiiieiieiieiieit ettt ettt st et e et e st e estebeessesseessesseensesssensesssensesssensenssansenssenseenns 145.9 146.7
Policyholders’ Benefits and Incurred Losses and LAE.............ccccoooiiiiiiiiiiiieeceeeeeeeee v 68.1 72.8
INSULANCE EXPEIISES ..eouviieiiiiiiieiieiie ettt ettt ettt et e st e et esabe e bt e sabeenbeesabeenseesnbeenseesnsean 60.3 49.9
OPETALING PrOTIt....ocuiiiiiiiciieiiceee ettt ettt ettt et e te et e ereebeeta e teessebeessesbeessesseenns 17.5 24.0
INCOME TAX EXPEISE ...ocuvivieiiieiieiieeiesie ettt ete st ettt stt et e eet e teeseesseesaesseessesseensesssensesssesanssansenssenseenns 2.3) .D
Total Product Line Net Operating INCOME ..........cc.ecueeiuiiiiirieiirieieeieeee ettt re s $ 152 § 18.9

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned premiums on life insurance increased by $1.4 million for the three months ended March 31, 2020, compared to the
same period in 2019, due primarily to higher volume of new business sales. Policyholders’ Benefits and Incurred Losses and
LAE on life insurance were $68.1 million in 2020, compared to $72.8 million in 2019, a decrease of $4.7 million primarily due
to a $4.5 million reduction of the initial reserve associated with the death verification database. Insurance Expenses increased
by $10.4 million in 2020, compared to 2019, primarily due to an accrual for non-deferrable acquisition expenses anticipated
from COVID-19 disruption as well as investments made to modernize and strengthen the distribution channel and enhance the
capabilities of the business.

Accident and Health Insurance

Selected financial information for the accident and health insurance product line follows.

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Earned PrEMIUITIS ........cuiiviuiiiieietieeetceeetceeteee ettt ettt eae et e et eeeete et ese et eseeseseetesseteasesensesenseseseseesessesens $ 494 $ 46.9
Net INVEStMENT INCOMIE .....c..ieeieiieiiiciieieee ettt et e e et e esaesseensesseensessnensennnens 2.0 1.5
OthEr INCOMC. ....c.uiieiiiieiiietecieete ettt ettt ettt ettt et e b et e ets e beesbesbeessesaeesbesseesbesssesbeessebessseseessenseenes 0.1 0.1
TOtAl REVEIUES .....ccuviiieiiieiieiieiieit ettt ettt ettt et e et et e e st esseensesseensesseensesssensesssesenssesennsenseenes 51.5 48.5
Policyholders’ Benefits and Incurred Losses and LAE.............cccccooiiviiiiiiiiiieeceeceeeee e 28.1 26.3
INSUTANCE EXPEINSES .....eeuviiieiiieiieie ettt ettt ettt et ett et e st e sseesae s st ensesseensesasensesssesensseseensenseenes 20.1 20.8
OPETALING PrOTIt.....cuviitiiiiciiciicice ettt ettt ettt sbe et e s aeesaesaeebesae e beessesbeessebeessesseenes 33 1.4
INCOME TaAX EXPEISE ...cuviiieiiieiieii ettt ettt ettt et et eet et et e st ensesseensesseensessaesesssensenssensennsenseenes 0.7 0.3)
Total Product Line Net Operating INCOIME ........c.ooviuiiviiiicieiceetieetceeeeeeee ettt $ 26 § 1.1

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned premiums on accident and health insurance increased by $2.5 million for the three months ended March 31, 2020,
compared to the same period in 2019, due primarily to higher volume of in force business. Incurred accident and health
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Life and Health Insurance (continued)

insurance losses were $28.1 million, or 56.9% of accident and health insurance earned premiums in 2020, compared to $26.3
million, or 56.1% of accident and health insurance earned premiums, in 2019, an increase of 0.8 percentage points, due
primarily to higher severity of claims for certain health products. Insurance Expenses decreased by $0.7 million in 2020,
compared to 2019.

Property Insurance

Selected financial information for the property insurance product line follows.

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Earned PrOmMIUIMS ........cciieiiieieiiiieteieitetetes ettt b et s s sese s s esese e sesesesssesesasesesesesenssena § 164 § 172
Net INVESTMENT INCOIME ......ooviiiiiiciiecie ettt e e st e et e taeesbe e baeenbeesseessseessnenasenn 0.3 0.3
TOtAl REVEIUES .....ccuviiiiiiieiieiieiieit ettt ettt st et e et e st e estebeessesseessesseensesssensesssensesssensenssansenssenseenns 16.7 17.5
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ..........ccccooviiiiiiiiiieccec ettt 4.0 5.1
Catastrophe Losses and LAE...........ccooiviiiiiiiiieecece ettt st 0.8 0.3
Prior Years:

Non-catastrophe Losses and LAE ...........cccoooieiiiiiiiiiieieceeiceeee ettt eanens 0.4) 0.6

Catastrophe Losses and LAE...........ccocioiiiiiiiiiccccecee ettt et 0.1 0.3
Total Incurred Losses and LAE.............coooieiiiiiicieeeet ettt esse s s 4.5 6.3
INSUTANCE EXPEISES ..ouviiiiiiiiiieiieiie ettt ettt ettt ettt e et e e s aeesteesebeebeessbeessaessseentaasssaenseessseenseesssenn 6.5 7.3
OPETALING PIOTIt....ccuiiiiiiieieiiceee ettt ettt et e et e st e estesseesbesseessessseseessesesssansenssenseenes 5.7 39
INCOME TaAX EXPENSE ....cuviviiiiiciieiieeieete ettt ettt ettt et ettt ettt eteeateereebeersebeesseteessebeeaseeseenns (1.2) (0.8)
Total Product Line Net Operating INCOME...........c.ecveriirieriieieiieieeeeie et eie sttt essesse e $ 45 % 3.1
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio..........cccocveviiiieiiiiiciecieeceee e 24.3% 29.7%
Current Year Catastrophe Losses and LAE Ratio..........ccooiviirieiiinieieceee e 4.9 1.7
Prior Years Non-catastrophe Losses and LAE Ratio .........c.occeevieiiiieiiiicieceeeceeeeee e 24) 35
Prior Years Catastrophe Losses and LAE Ratio.........ccccccieviieiiniieiienieiecceie et 0.6 1.7
Total Incurred Loss and LAE RatI0 ......cc.coiiiiiiiiiiiieiieectecee ettt ettt 27.4% 36.6%

Three Months Ended March 31, 2020 Compared to the Same Period in 2019

Earned premiums on property insurance decreased by $0.8 million for the three months ended March 31, 2020, compared to the
same period in 2019 due to lower new business sales. Incurred losses and LAE on property insurance were $4.5 million, or
27.4% of property insurance earned premiums, in 2020, compared to $6.3 million, or 36.6% of property insurance earned
premiums in 2019. Current year non-catastrophe losses and LAE on property insurance were $4.0 million, or 24.3% of property
insurance earned premiums in 2020, compared to $5.1 million, or 29.7% of property insurance earned premiums in 2019, a
decrease of 5.4 percentage points due primarily to lower frequency of claims. Catastrophe losses and LAE (excluding
development) were $0.8 million in 2020, compared to $0.3 million in 2019. Favorable loss and LAE reserve development was
$0.3 million in 2020, compared to adverse development of $0.9 million in 2019.
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Investment Results
Net Investment Income

Net Investment Income for the three months ended March 31, 2020 and 2019 was:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Investment Income:

Interest on Fixed INCOME SECUTILIES .....viviiiiieieiiieiieiieieeiee ettt se bbb e se e seenns $ 710 § 76.4

Dividends on Equity Securities Excluding Alternative Investments ..........cc.ccoceevevienenieneeienenne. 43 2.5

Alternative Investments:

Equity Method Limited Liability INVeStMEnts ...........cccooverierierienieieeieeeieie e 1.8 (3.6)
Limited Liability Investments Included in Equity Securities..........cccecveverieninienencenenienenen. 3.8 2.6

Total AIternative INVESIMENTS. .. ....ieiuieeiieeiieeieeiieste et et esteeeiteesteeeaeeteesbeebeeseseessaessseesseessseenseenes 5.6 (1.0)

ShOTrt-term INVESIMENLS ........ccviiiieiiiiiiiticieiteeieete ettt et ae st sae e e e steebesbeesbesseesseeseesseeseesseeneesseaseas 1.6 1.8

L0ans t0 POLICYNOIACTS ........eooviiuiiiiceiicieceecte ettt ettt et et ettt et et ebe e ebe e ereenns 5.6 53

REAL ESTALE .......ecviiiieiieciieieeeete ettt ettt ettt e et et e e st e b e essesbeestesseessesseessesssesbesssenseesseseessenseenns 2.5 2.5

ORI ..ttt ettt et e vt et e ettt e ettt e e tt et e e abeeae et e eaeeteeaeeteereebeerbeeteeabeereeteereeans 4.2 —
Total INVEStMENTt INCOME........iciiiieieiieieseee ettt ettt esbe s e e besae e bessaebaessenseessenseenns 94.8 87.5
Investment Expenses:

REAI ESTALE .....eitiieeieeiee ettt ettt ettt et et e et e s et e eabe e s tbeesbeestseesbeessseenbeessseenseessseessaassseeseessseeseeses 2.6 2.4

Other INVEStMENt EXPEINSES .....uiiuveriiiieriieieitieieeteieetteteettesteeseesseestesseesaesseessesseessesssesesssensesssensennes 6.6 24
Total INVEStMENT EXPEINSES.....eccuiiiiiiiiieeiiieiitesieeie et e et e ete et eete et e stbeebeessbeeseeesaeestaesnseenseessseeseesssenn 9.2 4.8
Net INVESTMENT INCOIMIE .....cuviviiveeeiieiieeeete ettt ettt ettt et et e et e ve e e e eteeseebeesseereeseesseseessenseessens $ 85.6 § 82.7

Net Investment Income was $85.6 million and $82.7 million for the three months ended March 31, 2020 and 2019,
respectively. Net Investment Income increased by $2.9 million in 2020 due primarily to a higher rate of return on Equity
Securities and Alternative Investments, partially offset by lower yields on fixed income securities.

Total Comprehensive Investment Gains (Losses)

The components of Total Comprehensive Investment Gains (Losses) for the three months ended March 31, 2020 and 2019
were:

Three Months Ended
Mar 31, Mar 31,

(Dollars in Millions) 2020 2019
Recognized in Condensed Consolidated Statements of Income:

Income (Loss) from Change in Fair Value of Equity and Convertible Securities.................ccen...... $ (117.8) $ 64.4

GAINS ON SALES ...ttt et e e et st e st e et e s bt et esb e et e ebe et e e s e et eneeeeeenes 17.8 18.7

LLOSSES 0N SALES......eeiiiiiiiieiieeiii et e ettt e et eete e ettt eetteeaaeeeteeebeesaaeeabeessaeeaseessseenseeasseensaensseenseessseanseees (1.3) (2.6)

IMPAITMENT LOSSES ...vviuvieiiiiieiiicieeie ettt ettt ettt ettt e e te e b e eteesbeeseesbeesaesseessesseessesssessesssensensseseeses (12.0) 3.6)
Net Gains (Losses) Recognized in Condensed Consolidated Statements of Income ..............ceeuveeeen. (113.3) 76.9
Recognized in Other Comprehensive INCOmME (LOSS) ......eecvieieriieieriieierieieseeie st eie e ese e (204.8) 162.8
Total Comprehensive Investment Gains (LOSSES)......cc.eciervirierrieienieeiesieeeeseeresteere e esreereesreeseesseens $ (318.1) $ 2397
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Investment Results (continued)
Income (Loss) from Change in Fair Value of Equity and Convertible Securities

The components of Income (Loss) from Change in Fair Value of Equity and Convertible Securities for the three months ended
March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
PreferTed STOCKS .....voiviiviceeceieeeeeeee ettt ettt ettt a et eneenterseneeneeteeneeteereeresaeenerenes $ (7.9) $ 3.1
COMIMON STOCKS ...viviiiiiiiciiete ettt ettt ettt ettt et et e b e e te e b e eteesbeeseenbeessebeessesseeasesteessesseessesseas (10.3) 1.3
Other Equity Interests:
Exchange Traded FUNAS...........oouiiiiiiiiiiie ettt ettt a et et ebeetaere e (95.0) 56.3
Limited Liability Companies and Limited Partnerships...........ccccoevveeierineienierieiieieseeieeeeie e 0.4 0.7
Total Other EQUILY INTETESES .....cviiviiiiieiiiicieete ettt ettt re et e veeraesaeesaesaeas (94.6) 57.0
Income (Loss) from Change in Fair Value of Equity S€CUrities ...........ccoecveriievierincienesieseeeeseeieeenn (112.8) 61.4
Income (Loss) from Change in Fair Value of Convertible SeCurities ............ocevvieveeveeeeneeieneenienene (5.0) 3.0
Income (Loss) from Change in Fair Value of Equity and Convertible Securities..............ccecvervverennen. $ (@(117.8) $ 64.4

Net Realized Gains on Sales of Investments

The components of Net Realized Gains on Sales of Investments for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Fixed Maturities:

GAINS ON SAIES .....eeeveitiiietceiet ettt ettt ettt ettt ettt et et et essete st et et et et ete s etsebessesessesessesassesessereneas $ 159 $ 15.1

LLOSSES 0N SALES....c.uiiiiiiiieiiieiiciecte et ettt ettt ettt ettt et e e te et e eteesbeesbesbeesseeaeessessaebeessebeess e reenseereenns (1.1 (2.6)
Equity Securities:

GAINS ON SALES ....oivieiiiiiciicecie ettt ettt ettt beete e be e st e s beesaesaeesbesseebeessesbeessereenseereenns 1.3 3.6

LLOSSES 0N SALES......ueeeuiiiiieiieciieeii ettt et e et e et e eveesebeebeesaseebeessseenseessbeeseessseasaesaseesseenseereeans 0.2) —
Real Estate:

GAINS ON SALES ...ttt ettt et es e ae e st e sseessesseensesseenseenaenseenaeseensenseenes 0.6 —
Net Realized Gains on Sales of INVEStMENTS ..........cc.ocieviiiiiiiiiiiii et $ 16.5 § 16.1
GrOSS GAINS ON SALCS......oicuiiiieiiciiciecie ettt ettt ettt ettt e e e s beesbesreesbesaeesbesrseseesseseesseseessesseenns 17.8 18.7
GTOSS LOSSES ON SALES ...c.uviiiiieiiiiiii ettt ettt et e et estveebeestbeebeeeaseebeeeaseenseesabeesaesanean (1.3) (2.6)
Net Realized Gains on Sales of INVEStMENTS ..........cc.ocieviiiiiiiiiiiiii e $ 16.5 § 16.1
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Investment Results (continued)
Impairment Losses

The Company regularly reviews its investment portfolio for factors that may indicate that a decline in the fair value of an
investment has occurred from credit loss or other factors (non-credit related). Losses arising from declines in fair values are
reported in the Condensed Consolidated Statements of Income in the period that the declines are evaluated. The components of
Impairment Losses in the Condensed Consolidated Statements of Income for the three months ended March 31, 2020 and 2019
were:

Three Months Ended
Mar 31, 2020 Mar 31, 2019
Number Number
(Dollars in Millions) Amount of Issuers Amount of Issuers
FIXEd MAtUITEIES ......oveveeeeeeeeeeee ettt ettt et e et $ (10.0) 15 $ (3.6 6
EQUILY SCCUITHIES ...euvieiiiiieiieeiieieeieie ettt ettt e steeaeste e e beessesteesseesaesseeseensesssensennes (2.0) 4 — —
TMPAITMENT LOSSES ...vvveveeeeeeee ettt ettt ettt et ettt ae et as et easete s ete s ete e eaeesens $ (12.0) $ (3.6

Investment Quality and Concentrations

The Company’s fixed maturity investment portfolio is comprised primarily of high-grade municipal, corporate and agency
bonds. At March 31, 2020, 94% of the Company’s fixed maturity investment portfolio was rated investment-grade, which the
Company defines as a security issued by a high quality obligor with at least a relatively stable credit profile and where it is
highly likely that all contractual payments of principal and interest will timely occur and carry a rating from the National
Association of Insurance Commissioners (“NAIC”) of 1 or 2. Securities with a rating of 1 or 2 from the NAIC typically are
rated by one of more Nationally Recognized Statistical Rating Organizations and either have a rating of AAA, AA, A or BBB
from Standard & Poor’s (“S&P”); a rating of Aaa, Aa, A or Baa from Moody’s Investors Service (“Moody’s”); or a rating of
AAA, AA, A or BBB from Fitch Ratings.

The following table summarizes the credit quality of the Company’s fixed maturity investment portfolio at March 31, 2020 and
December 31, 2019:

Mar 31, 2020 Dec 31, 2019
NAIC Fair Value Percentage Fair Value Percentage
Rating Rating in Millions of Total in Millions of Total

1 AAAAA A e § 4,507.8 64.4% $ 4,387.1 63.4%

2 BBB .. e 2,058.3 29.4 2,044.1 29.5

3-4 BB, B 274.1 3.9 319.2 4.6

5-6 CCC OF LOWET ..ottt 158.3 23 171.7 2.5
Total Investments in Fixed Maturiti€s ........cocooveveiiieieereeiieiiiieeeeeeeieeeeeenn $ 6,998.5 100.0% $ 6,922.1 100.0%

Gross unrealized losses on the Company’s investments in below-investment-grade fixed maturities were $69.2 million and
$11.7 million at March 31, 2020 and December 31, 2019, respectively.
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Investment Quality and Concentrations (continued)

The following table summarizes the fair value of the Company’s investments in governmental fixed maturities at March 31,

2020 and December 31, 2019:

Mar 31, 2020 Dec 31,2019
Percentage Percentage
of Total of Total
(Dollars in Millions) Fair Value Investments Fair Value Investments
U.S. Government and Government Agencies and Authorities .................. § 760.6 85% $§ 8159 8.8%
States and Political Subdivisions:
Revenue BONAS .....ooooueviiiiiieiieee et 1,048.9 11.7 958.6 10.4
SEALES 1..vveerieiiieeieeeie et ettt e te et e st et e e et e e teeeraeebeeenta e teeenbeetaeenaeenres 361.3 4.0 427.5 4.6
Political SUDAIVISIONS.........cecveriieieiieieeieieee ettt 118.8 1.3 129.7 1.4
Foreign GOVEINMENLS.........c..ccuivvieriiieeeiieeeerieeeesteeeresre s eteere e sessnesreennas 5.0 0.1 16.8 0.2
Total Investments in Governmental Fixed Maturiti€s ............ccccoevevveeenn. $ 22946 25.6% $ 23485 25.4%

The following table summarizes the fair value of the Company’s investments in non-governmental fixed maturities by industry

at March 31, 2020 and December 31, 2019.

Mar 31, 2020 Dec 31,2019
Percentage Percentage
of Total of Total

(Dollars in Millions) Fair Value Investments Fair Value Investments
Finance, Insurance and Real EState ............cccoooiioiiioieoieeeeeeeeeeeeeen $ 1,598.8 179% $ 1,522.8 16.4%
MaNUFACTULIINEZ .....c.vievieniieeieiieteete ettt e st eeaesbe b e steenseeseesessnenseennas 1,281.0 14.3 1,356.4 14.6
Transportation, Communication and Utilities.........cccceevveecieeniescreeneennnen. 691.6 7.7 650.2 7.0
SEIVICES ..envveurieienieeeieteetesteete st etesteestesstesteeseesseeseesseensesseansesseensesseensenseens 640.0 7.2 604.4 6.5
Retail Trade......cueoovieeieiieicieceeeeee ettt 243.5 2.7 183.3 2.0
IMIIUIE ...ttt ettt et steeae e e bessbesbeesbebeesbenseesseeseensessneseeneas 155.7 1.7 154.5 1.7
Wholesale Trade.........cceeveevieiiiiieiicieeie et 66.1 0.7 72.9 0.8
Agriculture, Forestry and Fishing............ccccccevivieninciinieeceec e, 12.8 0.1 12.4 0.1
OHET ettt ettt et et e b e eaeebeeaneeteeneas 14.4 0.2 16.6 0.2
Total Investments in Non-governmental Fixed Maturities ........................ $ 4,703.9 52.5% $ 4,573.5 49.3%

The following table summarizes the fair value of the Company’s investments in non-governmental fixed maturities by range of

amount invested at March 31, 2020.

(Dollars in Millions)

Number of

Issuers

Aggregate
Fair Value

BEIOW $5 ..ottt ettt ettt ettt ettt e st e et e st e ere st eeaeeenen

D20 = B30 ettt e e e ——— e e e e ————eaearr———aaeaaa————aan
GIEater THaN $30......omiieieeeeee ettt ettt e e et et e et et e st eeae st eeaestesaesnens

52

499 § 1,054.3

175
119
27
5

1,199.7
1,617.5
646.3
186.1

825 § 4,703.9



Investment Quality and Concentrations (continued)

The Company’s short-term investments primarily consist of U.S. treasury bills, money market funds and overnight interest-
bearing accounts. At March 31, 2020, the Company had $0.0 million invested in U.S. treasury bills, $141.8 million invested in
money market funds which primarily invest in U.S. Treasury securities and $24.9 million invested in overnight interest-bearing
accounts with one of the Company’s custodial banks.

The following table summarizes the fair value of the Company’s ten largest investment exposures, excluding investments in
U.S. Government and Government Agencies and Authorities and Short-term Investments, at March 31, 2020:

Percentage
Fair of Total
(Dollars in Millions) Value Investments
Fixed Maturities:
States including their Political Subdivisions:
TEXAS ..vvevteveeereeeete ettt ettt et e et e et et et et et e ss e st e st essetbereeteeteeteeteeteeteebe b e b et et et eas e s b eatensessereerseteereereereetas $ 1237 1.4%
GROTEZIA ..ottt et ettt ettt e tteete et e ete et e eteeaeeteeaseessesteessenseesseeseessabeesseeseessesseensesrsensesssenseessens 100.0 1.1
COLOTAAOD. ... ettt ettt et e et e s te e e e s te et e steesbeesaesbeessesseessanseessasseesaesseensesaeensesseenseesnans 92.7 1.0
INEW YOTK oottt ettt ettt ettt et ettt e et et e etaeebeeateeaeeateeaeeteeaseteesseebeeaseeseeaseeseenns 70.0 0.8
LOUISIANA. ......evivieiieciieieeieet ettt ettt et e et este e e e s teesbesteesbeessesseessesseessasseessaseesaesseessesssessesssessensnans 67.0 0.7
IMIICRIGAN ...ttt ettt ettt et ettt et e te e eets e teeas e beeaseeseeaaesaeentesasenseersenseesnens 69.5 0.8
CALIFOITIIA ...ttt ettt et et e e ae s teesbesteesbeesaesbeessesseessasseessasseessesseessesssensesssessenssans 68.3 0.8
ONH0. ettt ettt et ettt e et eete et e e te et e e bt et e ete et e etbeteeabeebe et e eteenaeeaeebeereeteereeteeraens 55.4 0.6
WASHINGLON ...ttt ettt e e ste e b e et e e b e eseesseessesseesaesseesaesseessesaeessesssessensnans 53.6 0.6
PONNSYIVANIA .....oecviiiviiiicticiecte ettt ettt ettt ettt ettt et e v v e eaeeebeeas e teeaaeeteesseeaeensesssensesssenseessens 49.1 0.5
TORAL ..ottt ettt ettt ettt ettt e bbb esb e st st et s e st ereeteeteete et e ebeete et e b e b e st e et ensersereerseneereereetis § 7493 8.3%
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Investments in Limited Liability Companies and Limited Partnerships

The Company owns investments in various limited liability investment companies and limited partnerships that primarily invest
in mezzanine debt, distressed debt, real estate and senior debt. The Company’s investments in these limited liability investment
companies and limited partnerships are reported either as Equity Method Limited Liability Investments, Other Equity Interests
and included in Equity Securities at Fair Value, or Equity Securities at Modified Cost depending on the accounting method used
to report the investment. Additional information pertaining to these investments at March 31, 2020 and December 31, 2019 is
presented below.

Unfunded
Commitment
in Millions Reported Value in Millions
Mar 31, Mar 31, Dec 31,
Asset Class 2020 2020 2019
Reported as Equity Method Limited Liability Investments at Cost Plus
Cumulative Undistributed Earnings:
Mezzanine Debt $ 564 $ 1324 $ 129.3
Senior Debt 17.6 20.4 16.0
Distressed Debt — 19.5 22.7
Secondary Transactions 15.5 12.2 11.5
Leveraged Buyout — 0.1 0.1
Growth Equity — 43 53
Real Estate — 30.6 29.9
Other — 6.8 5.6
Total Equity Method Limited Liability Investments 89.5 226.3 220.4
Reported as Other Equity Interests at Fair Value:
Mezzanine Debt 88.6 134.1 126.1
Senior Debt 21.4 36.4 39.5
Distressed Debt 17.3 18.3 16.8
Secondary Transactions 6.8 4.6 4.9
Hedge Funds — 68.3 48.2
Leveraged Buyout 2.2 4.6 4.4
Other 7.9 8.8 8.2
Total Reported as Other Equity Interests at Fair Value 144.2 275.1 248.1
Reported as Equity Securities at Modified Cost:
Mezzanine Debt — 23 1.6
Other 0.1 18.1 18.9
Total Reported as Equity Securities at Modified Cost 0.1 20.4 20.5
Total Investments in Limited Liability Companies and Limited Partnerships $ 2338 $ 521.8 $ 489.0

The Company expects that it will be required to fund its commitments over the next several years.
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Insurance Expenses and Interest and Other Expenses

Insurance Expenses and Interest and Other Expenses for the three months ended March 31, 2020 and 2019 were:

Three Months Ended
Mar 31, Mar 31,
(Dollars in Millions) 2020 2019
Insurance Expenses:
COMIMUESSIONS. .....vveeeteveeieie ettt ettt ettt s et ee et et et e se e s e b esese s esesess s et esessss s ebesssnssesesessssesesnsnssasesas § 1888 § 174.0
GENETAL EXPOIISES. .. ceuvivieuiieiieiieiietteite st ete st ete s et et e ste e sesseesteeseenseesaesseesseseensesseensesseensesseensesseensenseans 70.5 62.9
Taxes, LICENSES ANA FEES.....ooiiiiiiiiiiiieeee ettt e e e e e aae e s enaeeeenaeeeeaaeean 24.8 24.7
Total COStS TNCUITE. ......eeuiiiieieeee ettt ettt ettt et e bt e tesaeeaesseeaeeneans 284.1 261.6
Policy Acquisition Costs:
DIETRITE. ...ttt ettt ettt ett et e et e e aeesaeeaeesaesaeesbesra e beersebeessereenseereenes (175.4) (128.8)
F N 1T 2/ USRS 161.6 99.8
Net Policy Acquisition Costs AMOTEIZEd...........ceecueiierierieiiiieiieiee ettt eae e eae e esesseesesseens (13.8) (29.0)
Amortization of Value of Business Acquired (“VOBA”)......cccooeiieiiiieiiceeeeteeeeeeve e 1.3 2.2
INSULANCE EXPEIISES ..eouviieiiiiiiieiieiie ettt ettt ettt et sa e et e e s it e et e eabeesbeesabeenbeesabeenseesnnean 271.6 234.8
TNEETEST EXPOIISE ..eevviiiieeiiieiiie ettt ettt ettt ettt e et e st e et e e e st e esbeessbeesseessseesseeesseensaesnsaenseessseenseenssenn 7.5 11.5
Other Expenses:
Acquisition Related Transaction, Integration and Other COStS ........c.cccveverieerienieriieieieeeese e 11.8 5.6
ORI ettt ettt a bt h e ae et e bt bt ke ke ket et et et enteneeneeneeneereaneenea 25.2 243
Oher EXPEISES ....veuveuiiuiiiieiieiieiietteie sttt sttt ettt ettt ettt sae st b e ettt se et et e bt ebeebesueebeenes 37.0 29.9
Interest and Other EXPENSES.......ccuveiirierierieieieeie et etete ettt steesaesseestesaaesesssessesssensesssensesssenseenns 44.5 41.4
TOLAl EXPENSES ...evvieeeeieeteeteteetcee et ettt et te et et eae et e asete s etesseseesese et essesessetesseteasesensetenseseseseesessesens § 3161 § 2762

Insurance Expenses were $271.6 million for the three months ended March 31, 2020, compared to $234.8 million for the same
period in 2019. Insurance Expenses increased by $36.8 million in 2020, due primarily to growth in business, partially offset by
cost reduction initiatives.

Interest and Other Expenses was $44.5 million for the three months ended March 31, 2020, compared to $41.4 million for the
same period in 2019. Interest expense decreased by $4.0 million in 2020 due primarily to lower levels of debt outstanding in
the current year. Other expenses increased by $7.1 million in 2020 due primarily to an increase in acquisition related
transaction, integration and other costs, partially offset by a decrease in compensation related costs and professional fees.

Income Taxes

The federal corporate statutory income tax rate was 21% for the three months ended March 31, 2020 and March 31, 2019. The
Company’s effective income tax rate differs from the federal corporate income tax rate due primarily to tax-exempt investment
income, dividends received deductions, nontaxable income associated with the change in cash surrender value on COLI, a
permanent difference between the amount of long-term equity-based compensation expense recognized under GAAP and the
amount deductible in the computation of Federal taxable income, and a permanent difference associated with nondeductible
executive compensation.

Tax-exempt investment income and dividends received deductions collectively were $6.2 million for the three months ended
March 31, 2020, compared to $5.3 million for the same period in 2019. The nontaxable increase in cash surrender value on
COLI was $3.4 million for the three months ended March 31, 2020, compared to $1.0 million for the same period in 2019.

The amount of expense recognized for long-term equity-based compensation expense under U.S. GAAP was $6.7 million lower
than the amount that would be deductible under the Internal Revenue Code (the “IRC”) for the three months ended March 31,
2020, compared to $1.0 million lower for the same period in 2019.

The amount of nondeductible executive compensation was $3.8 million for the three months ended March 31, 2020, compared
to $1.4 million for the same period in 2019.
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Recently Issued Accounting Pronouncements

The Company has adopted all other recently issued accounting pronouncements with effective dates prior to January 1, 2020.
There were no adoptions of such accounting pronouncements during the three months ended March 31, 2020 that had a
material impact on the Company’s Condensed Consolidated Financial Statements. With the exception of ASU 2018-12,
Financial Services—Insurance (Topic 944): Targeted Improvements to Accounting for Long-Duration Contracts and ASU
2020-01, Investments—Equity Securities (Topic 321), Investments—Equity Method and Joint Ventures (Topic 323), and
Derivatives and Hedging (Topic 815): Clarifying the Interactions between Topic 321, Topic 323, and Topic 815 (a consensus of
the FASB Emerging Issues), the Company does not expect the adoption of recently issued accounting pronouncements with
effective dates after March 31, 2020 to have a material impact on the Company’s financial statements and/or disclosures. See
Note 1, “Basis of Presentation,” to the Condensed Consolidated Financial Statements for additional discussion of recently
adopted accounting pronouncements.

Liquidity and Capital Resources
Amended and Extended Credit Agreement and Term Loan Facility

On June 8, 2018, the Company entered into an amended and extended credit agreement and term loan facility. The amended
and extended credit agreement increased the borrowing capacity of the existing unsecured credit agreement to $300.0 million
and extended the maturity date to June 8, 2023. The term loan facility included a delayed draw feature with borrowing capacity
of $250.0 million and a maturity date two years from the borrowing date (see discussion below under the heading, “Repayment
of Term Loan Due 2020,” for additional information regarding the initial borrowing and subsequent repayment of this delayed-
draw term loan). On June 4, 2019, the Company utilized the accordion feature under the credit agreement to increase its credit
borrowing capacity by $100.0 million, resulting in the available credit commitments increasing from $300.0 million to $400.0
million. The Company incurred $0.1 million in additional debt issuance costs in connection with the utilization of the accordion
feature, which, in addition to the $1.1 million of remaining unamortized costs under the credit agreement, will be amortized
under the remaining term of the credit agreement. There were no outstanding borrowings under the credit agreement at either
March 31, 2020 or December 31, 2019.

Long-term Debt

The Company designates debt obligations as either short-term or long-term based on maturity date at issuance, or in the case of
the 2022 Senior Notes, based on the date of assumption. Total amortized cost of Long-term Debt outstanding at March 31, 2020
and December 31, 2019 was:

Mar 31, Dec 31,
(Dollars in Millions) 2020 2019
Term Loan due JULY 5, 2023 ......oiiiiiieieieciee ettt ettt ettt et et besteebessaesessaessessaesseeneens 49.9 499
5.0% Senior Notes due September 19, 2022...........cciiiiiieiiiiieieieeeeie ettt ae e eaesaeesnens 279.6 279.9
4.35% Senior Notes due February 15, 2025 .......c.ooiviiiiiiieiieieeeee ettt 448.6 448.6
Total Long-term Debt OULSTANAING .........c.ccoieiiiiiiiiiciiieeiecteet ettt et ereesae e sreeeaesaeesnens § 7781 § 7784

Term Loan Due 2023

On June 4, 2019, the Company entered into a delayed-draw term loan facility with a borrowing capacity of $50.0 million and a
maturity date four years from the borrowing date (the “2023 Term Loan”). On July 5, 2019, the Company borrowed $49.9
million, net of debt issuance costs, under the 2023 Term Loan, with a final maturity date of July 5, 2023 (and a mutual option to
extend the maturity date by one year).

5.0% Senior Notes Due 2022

Infinity’s liabilities at the acquisition date included $275.0 million principal amount, 5.0% Senior Notes due September 19,
2022 (“2022 Senior Notes”). The 2022 Senior Notes were recorded at fair value as of the acquisition date, $282.1 million, with
the $7.1 million premium being amortized as a reduction to interest expense over the remaining term, resulting in an effective
interest rate of 4.36%. On November 30, 2018, Kemper executed a guarantee to fully and unconditionally guarantee the
payment and performance obligations of the 2022 Senior Notes.
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Liquidity and Capital Resources (continued)
4.35 % Senior Notes Due 2025

Kemper has $450.0 million aggregate principal of 4.35% senior notes due February 15, 2025 (the “2025 Senior Notes™)
outstanding as of March 31, 2020. Kemper initially issued $250.0 million of the notes in February of 2015 and issued an
additional $200 million of the notes in June of 2017. The additional notes are fungible with the initial notes issued in 2015, and
together are treated as part of a single series for all purposes under the indenture governing the 2025 Senior Notes. The 2025
Senior Notes are unsecured and may be redeemed in whole at any time or in part from time to time at Kemper’s option at
specified redemption prices.

Federal Home Loan Bank Agreements

Kemper’s subsidiaries, United Insurance and Trinity Universal Insurance Company (“Trinity”), are members of the Federal
Home Loan Bank (“FHLB”) of Chicago and Dallas, respectively. As a requirement of membership in the FHLB, United
Insurance and Trinity maintain a certain levels of investment in FHLB common stock and additional amounts based on the
level of outstanding borrowings. The Company’s investments in FHLB common stock are reported at cost and included in
Equity Securities at Modified Cost. The carrying value of FHLB of Chicago common stock was $8.1 million and $4.9 million
at March 31, 2020 and December 31, 2019, respectively. The carrying value of FHLB of Dallas common stock was $3.3
million and $3.3 million at March 31, 2020 and December 31, 2019, respectively. The Company periodically uses short-term
and long-term FHLB borrowings for a combination of cash management, risk management, and spread lending purposes.

During the first three months of 2020, United Insurance received advances of $156.2 million from the FHLB of Chicago and
made repayments of $35.4 million under the spread lending program. United Insurance had outstanding advances from the
FHLB of Chicago totaling $364.2 million at March 31, 2020. These advances were made in connection with the Company’s
spread lending program. The proceeds related to these advances were used to purchase fixed maturity securities to earn
incremental net investment income. With respect to these advances, United Insurance held pledged securities in a custodial
account with the FHLB of Chicago with a fair value of $461.3 million at March 31, 2020. The fair value of the collateral
pledged must be maintained at certain specified levels above the borrowed amount, which can vary depending on the assets
pledged. If the fair value of the collateral declines below these specified levels of the amount borrowed, United Insurance
would be required to pledge additional collateral or repay outstanding borrowings. See Note 4, “Policyholder Contract
Liabilities,” to the Condensed Consolidated Financial Statements.

Common Stock Repurchase

During the three months ended March 31, 2020, Kemper repurchased and retired 1.5 million shares of its common stock in
open market transactions under its share repurchase authorization for an aggregate cost of $101.2 million and average cost per
share of $67.98. Of the total shares repurchased, approximately 925,000 were repurchased under a trading plan that was
executed by Kemper under Rule 10b5-1 under the Securities Exchange Act of 1934, as amended, and that was in effect through
April 1, 2020.

On May 6, 2020, Kemper’s Board of Directors authorized the repurchase of an additional $200 million of Kemper’s common
stock, in addition to $133 million remaining under the August 6, 2014 authorization, bringing the remaining share repurchase
authorization to approximately $333 million as of May 6, 2020. The amount and timing of any future share repurchases under
the authorization will depend on a variety of factors, including market conditions, the Company’s financial condition, results of
operations, available liquidity, particular circumstances and other considerations.

Dividends to Shareholders

Kemper paid a quarterly dividend to shareholders of $0.30 per common share in the first quarter of 2020. Dividends and
dividend equivalents paid were $20.0 million for the three months ended March 31, 2020.

Subsidiary Dividends and Capital Contributions

Various state insurance laws restrict the ability of Kemper’s insurance subsidiaries to pay dividends without regulatory
approval. Such insurance laws generally restrict the amount of dividends paid in an annual period to the greater of statutory net
income from the previous year or 10% of statutory capital and surplus. Kemper made a $15 million capital contribution to one
of its insurance subsidiaries during the first three months of 2020 and Kemper’s direct insurance subsidiaries collectively paid
$135 million in dividends to Kemper during the first three months of 2020. Kemper estimates that its direct insurance
subsidiaries would be able to pay approximately $308.1 million in additional dividends to Kemper during the remainder of
2020 without prior regulatory approval.
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Liquidity and Capital Resources (continued)
Sources and Uses of Funds

Kemper directly held cash and investments totaling $199.1 million at March 31, 2020, compared to $206.8 million at
December 31, 2019.

The primary sources of funds available for the repayment of the Company’s indebtedness, repurchases of common stock, future
shareholder dividend payments and the payment of interest on Kemper’s senior notes and term loan, include cash and
investments directly held by Kemper, receipt of dividends from Kemper’s insurance subsidiaries and borrowings under the
credit agreement and from subsidiaries.

The primary sources of funds for Kemper’s insurance subsidiaries are premiums, investment income, proceeds from the sales
and maturity of investments, advances from the FHLBs of Dallas and Chicago, and capital contributions from Kemper. The
primary uses of funds are the payment of policyholder benefits under life insurance contracts, claims under property and
casualty insurance contracts and accident and health insurance contracts, the payment of commissions and general expenses,
the purchase of investments and repayments of advances from the FHLBs of Dallas and Chicago. Generally, there is a time lag
between when premiums are collected and when policyholder benefits and insurance claims are paid.

During periods of growth, property and casualty insurance companies typically experience positive operating cash flows and
are able to invest a portion of their operating cash flows to fund future policyholder benefits and claims. During periods in
which premium revenues decline, insurance companies may experience negative cash flows from operations and may need to
sell investments to fund payments to policyholders and claimants. In addition, if the Company’s property and casualty
insurance subsidiaries experience several significant catastrophic events over a relatively short period of time, investments may
have to be sold in advance of their maturity dates to fund payments, which could result in either investment gains or losses.
Management believes that its property and casualty insurance subsidiaries maintain adequate levels of liquidity in the event that
they were to experience several future catastrophic events over a relatively short period of time.

Net Cash Provided by Operating Activities was $62.3 million for the three months ended March 31, 2020, compared to $89.0
million for the same period in 2019.

Net Cash Provided by Financing Activities was $8.2 million for the three months ended March 31, 2020, compared to net cash
provided of $162.6 million for the same period in 2019. Net proceeds from Policyholder Contract Liabilities provided $120.4
million of cash for the three months ended March 31, 2020, compared to $177.7 million for the same period of 2019. Kemper
used $20.0 million of cash to pay dividends for the three months ended March 31, 2020, compared to $16.4 million of cash
used to pay dividends in the same period of 2019. The quarterly dividend rate was $0.30 per common share for the first quarter
0f 2020, compared to $0.25 per common share in the same period of 2019.

Cash available for investment activities in total is dependent on cash flow from Operating Activities and Financing Activities
and the level of cash the Company elects to maintain. Net Cash provided by Investing Activities was $94.0 million for the three
months ended March 31, 2020, compared to Net Cash Used by Investing Activities of $219.7 million for the same period in
2019. Short-term investments investing activities provided $301.8 million of cash for the three months ended March 31, 2020,
compared to usage of $53.3 million of cash for the same period in 2019. Fixed Maturities investing activities used cash of
$168.4 million for the three months ended March 31, 2020, compared to providing cash of $34.2 million for the same period in
2019. Equity and Convertible Securities investing activities provided net cash of $82.1 million for the three months ended
March 31, 2020, compared to net cash used of $168.0 million for the same period in 2019. Equity Method Limited Liability
Investments investing activities used net cash of $5.2 million for the three months ended March 31, 2020, compared to net cash
used of $11.5 million for the same period in 2019. The Company used $100.0 million of cash for the three months ended
March 31, 2020 to purchase corporate-owned life insurance. Net cash used for the acquisition and development of software and
long-lived assets was $20.1 million for the three months ended March 31, 2020, compared to $9.3 million for the same period
in 2019.

Critical Accounting Estimates

Kemper’s subsidiaries conduct their operations in two industries: property and casualty insurance and life and health insurance.
Accordingly, the Company is subject to several industry-specific accounting principles under GAAP. The preparation of
financial statements in accordance with GAAP requires the use of estimates and assumptions that affect the reported amounts
of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. The process of estimation is inherently uncertain. Accordingly,
actual results could ultimately differ materially from the estimated amounts reported in a company’s financial statements.
Different assumptions are likely to result in different estimates of reported amounts.
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Critical Accounting Estimates (continued)

The Company’s critical accounting policies most sensitive to estimates include the valuation of investments, the valuation of
reserves for property and casualty insurance incurred losses and LAE, the assessment of recoverability of goodwill and the
valuation of pension benefit obligations. The Company’s critical accounting policies are described in the MD&A included in
the 2019 Annual Report. There have been no material changes to the information disclosed in the 2019 Annual Report with
respect to these critical accounting estimates and the Company’s critical accounting policies except for the classification and
measurement of equity investments as discussed further below.

Equity Investments

Equity investments include common stocks, non-redeemable preferred stocks, exchange traded funds, money market mutual
funds and limited liability companies and investment partnerships in which the Company’s interests are deemed minor. Equity
investments with readily determinable fair values are recorded at fair value on the Consolidated Balance Sheet with changes in
fair value reported as Income (Loss) from Change in Fair Value of Equity and Convertible Securities. Dividend income on
investments in common and non-redeemable preferred stocks is recognized on the ex-dividend date. The Company holds
certain equity investments without readily determinable fair values at cost, less impairment, if any, plus or minus changes
resulting from observable price changes in orderly transaction for the identical or a similar investment of the same issuer on the
Consolidated Balance Sheet as Equity Securities at Modified Cost. Changes in carrying value of Modified Cost investments
due to observable price changes are recorded as Income (Loss) from Change in Fair Value of Equity Securities.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes to the Company’s disclosures about market risk in Item 7, “Quantitative and Qualitative
Disclosures About Market Risk of Part II of the 2019 Annual Report. Accordingly, no disclosures about market risk have been
made in Item 3 of this Form 10-Q.

Item 4. Controls and Procedures
(a) Evaluation of disclosure controls and procedures.

The Company’s management, with the participation of Kemper’s Chief Executive Officer and Chief Financial Officer, has
evaluated the effectiveness of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act™)), as of the end of the period
covered by this report. Based on such evaluation, Kemper’s Chief Executive Officer and Chief Financial Officer have
concluded that, as of the end of such period, the Company’s disclosure controls and procedures are effective in ensuring that
information required to be disclosed by Kemper in reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported, within the time periods specified by the SEC’s rules and forms, and accumulated and
communicated to the Company’s management, including Kemper’s Chief Executive Officer and Chief Financial Officer, as
appropriate to allow timely decisions regarding required disclosure.

(b) Changes in internal controls.

During the first quarter of 2020, the Company implemented a new enterprise resource planning solution, including, among
other things, a new general ledger, chart of accounts, consolidation process and reporting tools. The implementation has
involved changes to certain processes and related internal controls over financial reporting. The Company has reviewed the
system and the controls affected and made appropriate changes, as necessary. Following implementation, these new controls
were validated according to our established processes. The system changes were undertaken to standardize accounting systems,
improve management reporting and consolidate accounting functions, and were not undertaken in response to any actual or
perceived significant deficiencies in the our internal control over financial reporting.

There have not been any other changes in the Company’s internal control over financial reporting (as such term is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fiscal quarter to which this report relates that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II - OTHER INFORMATION
Items not listed here have been omitted because they are inapplicable or the answer is negative.
Item 1. Legal Proceedings

Information concerning pending legal proceedings is incorporated herein by reference to Note 14, “Contingencies,” to the
Condensed Consolidated Financial Statements in Part I of this Form 10-Q.

Item 1A. Risk Factors

For a discussion of the Company’s significant risk factors, see Item 1A. of Part I of the 2019 Annual Report, including the factors
set forth under the caption “Caution Regarding Forward-Looking Statements” beginning on page 1. Other than as described below,
there were no significant changes in the risk factors included in Item 1A. of Part I of the 2019 Annual Report.

Risk Factor Added

The impact of COVID-19 and related economic conditions could materially affect Kemper’s results of operations, financial
position and/or liquidity.

Beginning in March 2020, the global pandemic related to the novel coronavirus COVID-19 began to adversely impact the
global economy and has resulted in an unprecedented global economic downturn, including in the United States where the
Company conducts its operations. Given the ongoing spread of COVID-19 and its effects upon the economy, and the dynamic
nature of the circumstances, all direct and indirect consequences of COVID-19 are unknown and highly uncertain and it is not
possible for Kemper to estimate the scope and extent of its future effects on the Company with any degree of certainty.

As the result of the COVID-19 pandemic and the related economic consequences, the Company could be subject to any of the
following risks, any of which could individually and collectively have a material, adverse effect on its business, financial
condition, liquidity, and results of operations:

*  decrease in overall premium volumes due to the economic downturn and rising unemployment rates

* adverse impact on investment portfolio as a result of ratings downgrades, increased bankruptcies and credit spread
widening in distressed industries, such as energy, gaming, lodging and leisure, autos, airlines and retail

* increase in estimated credit losses on fixed maturity investments held at fair value as well as other investments and
receivables from policyholders

*  higher incurred losses and LAE in Life & Health lines of business related to an increase in frequency and/or severity
of claims

* regulatory actions imposing new requirements that could result in increased costs, reduced revenues, expansion of
coverage and other effects, and additional restrictions that could affect the Company’s pricing, risk selection and
particular rights and obligations under its insurance policies and with regard to its insureds, including the ability to
cancel policies and collect premiums

»  disruptions in business operations and availability of critical systems due to illness and other effects on the workforce
of the Company and its business partners and key vendors

* increased cybersecurity risks with regard to personal information due to remote working arrangements and resulting
changes in certain operational controls

These additional risks and related factors may remain prevalent for a significant period of time and may continue to adversely
affect the Company’s business, results of operations and financial condition even after the COVID-19 outbreak has subsided.
For a further discussion of risks that could impact the Company as a result of certain factors affected by the COVID-19
pandemic, see Item 1A., Risk Factors, of Part I of Kemper’s 2019 Annual Report and “Summary of Results” of Item 2, MD&A,
of Part I of this Quarterly Report on Form 10-Q.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Information pertaining to repurchases of Kemper common stock for the three months ended March 31, 2020 follows.

Issuer Purchases of Equity Securities

Total Maximum

Number of Shares  Dollar Value of Shares

Average Purchased as Part that May Yet Be
Total Price of Publicly Purchased Under
Number of Shares Paid per Announced Plans  the Plans or Programs
Period Purchased Share or Programs (Dollars in Millions)
January 2020 .......ccoeveviieiieieeeeee s — — 3 243.7
February 2020 ........ccooveveieeeieieeceeceeeeeeeea — — — 243.7
March 2020 ........ccoveiniiieiceeeee 1,488,668 $ 67.98 1,488,668 $ 142.5

On August 6, 2014, Kemper’s Board of Directors authorized the repurchase of up to $300 million of Kemper’s common stock.
As of March 31, 2020, the remaining share repurchase authorization was $142.5 million under the repurchase program.
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Item 6. Exhibits

The Exhibit Index that follows has been filed as part of this report. Exhibit numbers correspond to the numbering system in
Item 601 of Regulation S-K.

Exhibit Index

The following exhibits are either filed as a part hereof or are incorporated by reference. Exhibit numbers followed by an
asterisk (*) indicate exhibits that are management contracts or compensatory plans or arrangements.

Incorporated by Reference

Filed or
Exhibit Furnished
Number Exhibit Description Form File Number Exhibit Filing Date Herewith
31.1 Certification of Chief Executive Officer X
Pursuant to SEC Rule 13a-14(a)
31.2 Certification of Chief Financial Officer X
Pursuant to SEC Rule 13a-14(a)
32.1 Certification of Chief Executive Officer X
Pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (furnished
pursuant to Item 601(b)(32) of Regulation
S-K)
322 Certification of Chief Financial Officer X
Pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (furnished
pursuant to Item 601(b)(32) of Regulation
S-K)
101.1 XBRL Instance Document X
101.2 XBRL Taxonomy Extension Schema X
Document
101.3 XBRL Taxonomy Extension Calculation X
Linkbase Document
101.4 XBRL Taxonomy Extension Label X
Linkbase Document
101.5 XBRL Taxonomy Extension Presentation X
Linkbase Document
101.6 XBRL Taxonomy Extension Definition X

Linkbase Document
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

Kemper Corporation

Date: May 7, 2020 /S/ JOSEPH P. LACHER, JR.
Joseph P. Lacher, Jr.

President and Chief Executive Officer
(Principal Executive Officer)

Date: May 7, 2020 /S/ JAMES J. MCKINNEY
James J. McKinney

Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

Date: May 7, 2020 /S/" ANASTASIOS OMIRIDIS

Anastasios Omiridis

Senior Vice President and Deputy Chief Financial Officer
(Principal Accounting Officer)
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Exhibit 31.1
CERTIFICATIONS
I, Joseph P. Lacher, Jr., certify that:
1. I have reviewed this quarterly report on Form 10-Q of Kemper Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: May 7, 2020

/S/ JOSEPH P. LACHER, JR.
Joseph P. Lacher, Jr.
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS
I, James J. McKinney, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Kemper Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: May 7, 2020

/S/ JAMES J. MCKINNEY
James J. McKinney

Executive Vice President and Chief Financial Officer



Exhibit 32.1

Certification of CEO Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report on Form 10-Q of Kemper Corporation (the “Company”) for the quarterly period ended
March 31, 2020 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), Joseph P. Lacher, Jr.,

as Chief Executive Officer of the Company, hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/S/ " JOSEPH P. LACHER, JR.
Name: Joseph P. Lacher, Jr.
Title: President and Chief Executive Officer
Date: May 7, 2020




Exhibit 32.2

Certification of CFO Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report on Form 10-Q of Kemper Corporation (the “Company”) for the quarterly period ended
March 31, 2020 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), James J. McKinney,

as Chief Financial Officer of the Company, hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/S/ JAMES J. MCKINNEY
Name:  James J. McKinney
Title: Executive Vice President and Chief Financial Officer
Date: May 7, 2020
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