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Caution Regarding Forward-Looking Statements

This 2016 Annual Report on Form 10-K (the “2016 Annual Report”), including, but not limited to, the accompanying
consolidated financial statements of Kemper Corporation (‘“Kemper” or the “Registrant”) and its subsidiaries (individually
and collectively referred to herein as the “Company”) and the notes thereto appearing in Item 8 herein (the “Consolidated
Financial Statements”), the Management’s Discussion and Analysis of Financial Condition and Results of Operations
appearing in Item 7 herein (the “MD&A”) and the other Exhibits and Financial Statement Schedules filed as a part

hereof or incorporated by reference herein, 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 othe:

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.
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 2016 Annual Report. They involve a number of risks and uncertainties
that are difficult to predict. These statements are not guarantees of future performance; 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 the factors discussed below under Item 1A., “Risk Factors,” in this 2016 Annual Report, 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
Outcomes of state initiatives that could result in significant changes to, or interpretations of, unclaimed
property laws or significant changes in claims handling practices with respect to life insurance policies,
including the requirement to proactively use death verification databases, particularly any that involve
retroactive application of new requirements to existing life insurance policy contracts;
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 federal and state laws and regulations,
and court decisions interpreting existing 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;
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 and terrorist attacks or other man-made events;
The number 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 number and severity of insurance claims, changes in claims handling
procedures and closure patterns and development patterns;
The impact of inflation on insurance claims, including, but not limited to, the effects on personal injury claims of
tncreasing 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;
Developments related to insurance policy claims and coverage issues, including, but not limited to, interpretations or
decisions by courts or regulators that may govern or influence losses incurred in connection with hurricanes and other
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catastrophes;
Orders, interpretations or other actions by regulators that impact the reporting, adjustment and payment of claims;
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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 by rating agencies of Kemper and/or its insurance company subsidiaries 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, implementing significant
business initiatives, including those related to, but not limited to, expense and claims savings, consolidations,
reorganizations and technology, and integrating acquired businesses;

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;

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

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

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

.Changes in general economic conditions, including, but not limited to, performance of financial markets, interest
rates, inflation, unemployment rates 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 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 windpools and joint underwriting associations, residual market assessments
and assessments for insurance industry insolvencies;

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

Increased costs and risks related to cybersecurity and information technology, including, but not limited to, identity
theft data breaches and system disruptions affecting services and actions taken to minimize the risks thereof; and
Other risks and uncertainties described from time to time in Kemper’s filings with the U.S. Securities and Exchange
Commission (“SEC”).

Kemper cannot provide any assurances that the results 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. 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 2016 Annual Report. Kemper advises the reader, however, to consult any further disclosures Kemper makes on
related subjects in its filings with the SEC.
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PART 1

Item 1. Business.

Kemper is a diversified insurance holding company, with subsidiaries that provide automobile, homeowners, life,
health, and other insurance products to individuals and businesses. Kemper’s annual reports on Form 10-K, quarterly
reports on Form 10 Q, current reports on Form 8-K and amendments thereto are accessible free of charge through
Kemper’s website, kemper.com, and as soon as reasonably practicable after such materials are filed with, or furnished
to, the SEC.

(a) GENERAL DEVELOPMENT OF BUSINESS

Registrant is a holding company incorporated under the laws of the State of Delaware in 1990, with equity securities
traded on the New York Stock Exchange (the “NYSE”). On August 25, 2011, Registrant adopted its current name,
Kemper Corporation, and changed its NYSE ticker symbol to KMPR. Prior to the name change, the Registrant was
known as Unitrin, Inc. and traded on the NYSE under the ticker symbol UTR.

(b) BUSINESS SEGMENT FINANCIAL DATA

Financial information about Kemper’s business segments for the years ended December 31, 2016, 2015 and 2014 is
contained in the following sections of this 2016 Annual Report and is incorporated herein by reference: (i) Note 18,
“Business Segments,” to the Consolidated Financial Statements and (ii) MD&A.

(c) DESCRIPTION OF BUSINESS

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 two operating segments: Property & Casualty Insurance and
Life & Health Insurance. The Company conducts its operations solely in the United States.

Kemper’s subsidiaries employ approximately 5,750 full-time associates supporting their operations, of which
approximately 2,000 are employed in the Property & Casualty Insurance segment, approximately 3,250 are employed
in the Life & Health Insurance segment and the remainder are employed in various corporate and other staff and
shared functions.
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Property and Casualty Insurance Business

General

The Property & Casualty Insurance segment provides automobile, homeowners, renters, fire, umbrella and other types
of property and casualty insurance to individuals and commercial automobile insurance to businesses. Property
insurance indemnifies an insured with an interest in physical property for loss of, or damage to, such property.
Casualty insurance primarily covers liability for damage to property of, or injury to, a person or entity other than the
insured. In most cases, casualty insurance also obligates the insurance company to provide a defense for the insured in
litigation arising out of events covered by the policy.

The Property & Casualty Insurance segment distributes its products primarily through independent agents and brokers
who are paid commissions for their services. In addition, the Life & Health Insurance segment’s career agents also sell
contents coverage for personal property to its customers.

Earned premiums from automobile insurance accounted for 58%, 54% and 48% of the Company’s consolidated
insurance premiums earned in 2016, 2015 and 2014, respectively. Revenues from automobile insurance accounted for
53%, 48% and 43% of Kemper’s consolidated revenues from continuing operations in 2016, 2015 and 2014,
respectively. Automobile insurance products include personal automobile insurance, ranging from preferred to
nonstandard risks, and commercial automobile insurance. Nonstandard personal automobile insurance policyholders
tend to have difficulty obtaining standard or preferred risk insurance, usually because of their driving records, claims
experience or premium payment history. Homeowners insurance accounted for 12%, 14% and 17% of the Company’s
consolidated insurance premiums earned in 2016, 2015 and 2014, respectively. Homeowners insurance accounted for
12%, 13% and 15% of the Company’s consolidated revenues from continuing operations in 2016, 2015 and 2014,
respectively.

The Property & Casualty Insurance segment is headquartered in Chicago, Illinois, and conducts business in more than
40 states and the District of Columbia. The segment’s insurance products are offered by approximately 18,000
independent insurance agents and brokers. As shown in the following table, five states provided 78% of the segment’s
premium revenues in 2016.

Percentage
State of Total

Premiums
California 51 %
Texas 11

New York 9

North Carolina 5

Oregon 2

Property and Casualty Loss and Loss Adjustment Expense Reserves

The Company’s reserves for losses and LAE for property and casualty insurance (“Property and Casualty Insurance
Reserves”) are reported using the Company’s estimate of its ultimate liability for losses and LAE for claims that
occurred prior to the end of any given accounting period but have not yet been paid.

Property and Casualty Insurance Reserves by business segment at December 31, 2016 and 2015 were:

DOLLARS IN MILLIONS 2016 2015
Business Segments:

Property & Casualty Insurance $884.1 $800.5
Life & Health Insurance 4.5 52
Total Business Segments 888.6 805.7
Discontinued Operations 386  51.0
Unallocated Reserves 4.2 6.1

Total Property and Casualty Insurance Reserves $931.4 $862.8

In estimating the Company’s Property and Casualty Insurance Reserves, the Company’s actuaries exercise professional
judgment and must consider, and are influenced by, many variables that are difficult to quantify. Accordingly, the
process of estimating and establishing the Company’s Property and Casualty Insurance Reserves is inherently
uncertain and the actual
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ultimate net cost of claims may vary materially from the estimated amounts reserved. The reserving process is
particularly imprecise for claims involving asbestos, environmental matters, construction defect and other emerging
and/or long-tailed exposures that may not be discovered or reported until years after the insurance policy period has
ended. Property and Casualty Insurance Reserves related to the Company’s Discontinued Operations are
predominantly long-tailed exposures, of which $16.7 million was related to asbestos, environmental matters and
construction defect exposures at December 31, 2016. See MD&A, “Critical Accounting Estimates,” under the caption
“Property and Casualty Insurance Reserves for Losses and Loss Adjustment Expenses” beginning on page 57 for a
discussion of the Company’s reserving process and the factors considered by the Company’s actuaries in estimating the
Company’s Property and Casualty Insurance Reserves.

The Company’s goal is to ensure that its total reserves for property and casualty insurance losses and LAE are adequate
to cover all costs, while minimizing variation from the time reserves for losses and LAE are initially estimated until
losses and LAE are fully developed. Changes in the Company’s estimates of these losses and LAE, also referred to as
“development,” will occur over time and may be material. Favorable development is recognized and reported in the
Consolidated Financial Statements when the Company decreases its previous estimate of ultimate losses and LAE and
results in an increase in net income in the period recognized, whereas adverse development is recognized and reported
in the Consolidated Financial Statements when the Company increases its previous estimate of ultimate losses and
LAE and results in a decrease in net income.

Development of property and casualty insurance losses and LAE from prior accident years for each of the Company’s
continuing business segments and discontinued operations in 2016, 2015 and 2014 was:

DOLLARS IN MILLIONS Favorable (Adverse) Development

2016 2015 2014
Continuing Operations:
Property & Casualty Insurance $ 143 $ 129 $ 544
Life & Health Insurance 0.1 (1.4 ) (0.9 )
Total Favorable Development from Continuing Operations, Net 14.4 11.5 53.5
Discontinued Operations 6.3 8.6 3.6
Total Favorable Development, Net $
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