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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:






o
Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
 
o
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
 
o
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
 
o
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))














Item 7.01.
Regulation FD Disclosure.

On March 3, 2014, CNO Financial Group, Inc. (the “ Company ”) issued a press release announcing its agreement to sell Conseco Life Insurance Company (“ CLIC ”), an indirect wholly owned subsidiary of the Company. The press release also announced that the Company’s Board of Directors has increased the quarterly cash dividend on its common stock to six cents per share. A copy of the press release is attached hereto as Exhibit 99.1 and is incorporated herein by reference. The press release is furnished and not filed, pursuant to Instruction B.2 of Form 8-K, and shall not be deemed “filed” for purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section.
 
The slide presentation that is attached hereto as Exhibit 99.2, which is incorporated herein by reference, will be presented at CNO's conference call on March 3, 2014 to discuss its agreement to sell CLIC and may be used by CNO in various other presentations to investors. The slide presentation is furnished and not filed, pursuant to Instruction B.2 of Form 8-K, and shall not be deemed “filed” for purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section.






Item 9.01.
Financial Statements and Exhibits.



(a)
Not applicable


(b)
Not applicable


(c)
Not applicable


(d)
Exhibits

The following materials are furnished as exhibits to this Current Report on Form 8-K:
 
99.1- Press Release, dated March 3, 2014, related to the sale of CLIC.

99.2- Slide presentation to be presented at the Company’s conference call on March 3, 2014.
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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 hereunto duly authorized.







 
CNO Financial Group, Inc.
 
 
Date: March 3, 2014
 
 
By:
/s/ John R. Kline
 
 
 
John R. Kline
 
 
 
Senior Vice President and
Chief Accounting Officer
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Exhibit 99.1

For Immediate Release





Contact:
(News Media) Barbara Ciesemier +1.312.396.7461
 
(Investors)  Erik Helding +1.317.817.4760


CNO Financial Group Announces Sale of Closed Block Life Insurance Subsidiary to Wilton Re

Bankers Life to Recapture Traditional Life Block from Wilton Re
CNO Doubles Quarterly Dividend to $0.06 per Common Share
Carmel, Ind. March 3, 2014 - CNO Financial Group, Inc. (NYSE: CNO) today announced that it has entered into a definitive agreement to sell 100% of the common stock of Conseco Life Insurance Company (“CLIC”), a wholly owned life insurance subsidiary consisting primarily of closed block interest-sensitive and traditional life insurance and annuities, to Wilton Reassurance Company (“Wilton Re”). The transaction, when completed, will reduce statutory run-off reserves by $3.4 billion. These reserves are reported in the Other CNO Business segment.
As part of the agreement, Bankers Life and Casualty Company (“Bankers Life”), a wholly owned life insurance subsidiary, will recapture approximately $160 million of traditional life reserves previously reinsured to Wilton Re, paying $28 million.
CNO also announced that its board of directors has approved an increase in the quarterly dividend to $0.06 per share on the Company's common shares, representing a 100% increase. The dividend will be payable March 24, 2014, to shareholders of record at the close of business on March 14, 2014.
“The disposition of these low returning and historically volatile closed-blocks of business marks another significant milestone for the company,” said Ed Bonach, CEO. “The divestiture of CLIC and the recently announced LTC reinsurance transaction enable us to shed the legacy of the past and devote our attention to our core business segments and meeting the needs of the fast growing and under-served middle-income market. These transactions will unlock stranded capital, be accretive to ROE, reduce the risk profile of the company and further support the decision to double our common stock dividend.”
The purchase price consists of the value ascribed to the closed blocks of business plus CLIC’s statutory capital and surplus at closing. CLIC’s capital and surplus is expected to benefit by approximately $36 million from certain intercompany transactions which will transfer accident and health business out of CLIC prior to closing. Based on CLIC’s capital and surplus as of December 31, 2013 and the expected benefit from the intercompany transactions, the purchase price would be approximately $237 million. The proceeds will be further adjusted to reflect CLIC’s actual statutory capital and surplus at the time of closing.

CNO estimates that the announced transactions will result in a pro forma* GAAP after tax loss of approximately $303 million and a reduction to shareholders’ equity of approximately $447 million (including the impact of the reduction to net unrealized gains included in accumulated other comprehensive income). The transactions will increase deployable capital and are expected to have no material impact to leverage as a portion of the proceeds are required to pay down debt.
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The sale of CLIC is subject to customary closing conditions and certain regulatory approvals, and is expected to close mid-year 2014.
RBC Capital Markets, LLC serves as financial advisor and Willkie Farr & Gallagher LLP serves as legal counsel for CNO in this transaction.
The company will host a conference call to discuss today’s announcement at 10:00 a.m. (EST) today, March 3, 2014. There will be a live webcast of the presentation, including presentation materials, available on the Investors section of the company’s website http://ir.CNOinc.com . Participants should go to the website at least 15 minutes before the event to register and download any necessary software. The call-in numbers for the conference call are as follows:

Live Call
(888) 251-7470 (Domestic)
(706) 679-1704 (International)
Conference ID: 5049290

Replay
(855) 859-2056 (Domestic)
(404) 537-3406 (International)
Conference ID: 5049290

* Refer to the accompanying table for assumptions used to estimate the pro forma impacts.

About CNO Financial Group
CNO Financial Group, Inc. (NYSE: CNO) is a holding company.  Our insurance subsidiaries - principally Bankers Life and Casualty Company, Colonial Penn Life Insurance Company and Washington National Insurance Company - primarily serve middle-income pre-retiree and retired Americans by helping them protect against financial adversity and provide for a more secure retirement.  For more information, visit CNO online at www.CNOinc.com .













- Table Follows -
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
PRO FORMA IMPACTS OF THE ANNOUNCED TRANSACTION


The pro forma impacts are calculated as if the sale of CLIC and the recapture of a traditional life block by Bankers Life had been completed on December 31, 2013. Actual results will vary based on the fair value of CLIC’s investment portfolio and its statutory capital and surplus on the closing date. The pro forma amounts were determined as follows (dollars in millions):







Pro forma net loss:
 
Loss on sale of CLIC:
 
Cash proceeds received (a)
$
237

Net assets sold     
(527
)
Subtotal
(290
)
Reinsurance recapture:
 
Amount paid by Bankers Life
(28
)
Net assets received
29

Subtotal
1

 
 
Transaction expenses and other
(9
)
Loss before income taxes
(298
)
Income tax expense (b)
5

Pro forma loss
$
(303
)
 
 
Pro forma reduction to shareholders’ equity:
 
Pro forma net loss as summarized above     
$
(303
)
Decrease in accumulated other comprehensive income related to the unrealized gains in CLIC’s investment portfolio
(144
)
Pro forma reduction to shareholders’ equity
$
(447
)





(a)
Includes $36 million from certain intercompany transactions which will transfer accident and health business out of CLIC to Washington National Insurance Company prior to closing.


(b)
A tax gain will be recognized as a result of the announced transactions due to the tax basis of CLIC.  The tax gain will be reduced by non-life net operating loss carryforwards which are fully offset by a valuation allowance.  Accordingly, the tax impacts of the announced transactions are expected to be minimal.




-more-
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Cautionary Statement Regarding Forward-Looking Statements. Our statements, trend analyses and other information contained in this press release relative to markets for CNO Financial's products and trends in CNO Financial's operations or financial results, as well as other statements, contain forward-looking statements within the meaning of the federal securities laws and the Private Securities Litigation Reform Act of 1995. Forward-looking statements typically are identified by the use of terms such as "anticipate," "believe," "plan," "estimate," "expect," "project," "intend," "may," "will," "would," "contemplate," "possible," "attempt," "seek," "should," "could," "goal," "target," "on track," "comfortable with," "optimistic" and similar words, although some forward-looking statements are expressed differently. You should consider statements that contain these words carefully because they describe our expectations, plans, strategies and goals and our beliefs concerning future business conditions, our results of operations, financial position, and our business outlook or they state other ''forward looking'' information based on currently available information. Assumptions and other important factors that could cause our actual results to differ materially from those anticipated in our forward-looking statements include, among other things: (i) changes in or sustained low interest rates causing reductions in investment income, the margins of our fixed annuity and life insurance businesses, and sales of, and demand for, our products; (ii) expectations of lower future investment earnings may cause us to accelerate amortization, write down the balance of insurance acquisition costs or establish additional liabilities for insurance products; (iii) general economic, market and political conditions, including the performance and fluctuations of the financial markets which may affect the value of our investments as well as our ability to raise capital or refinance existing indebtedness and the cost of doing so; (iv) the ultimate outcome of lawsuits filed against us and other legal and regulatory proceedings to which we are subject; (v) our ability to make anticipated changes to certain non-guaranteed elements of our life insurance products; (vi) our ability to obtain adequate and timely rate increases on our health products, including our long-term care business; (vii) the receipt of any required regulatory approvals for dividend and surplus debenture interest payments from our insurance subsidiaries; (viii) mortality, morbidity, the increased cost and usage of health care services, persistency, the adequacy of our previous reserve estimates and other factors which may affect the profitability of our insurance products; (ix) changes in our assumptions related to deferred acquisition costs or the present value of future profits; (x) the recoverability of our deferred tax assets and the effect of potential ownership changes and tax rate changes on their value; (xi) our assumption that the positions we take on our tax return filings will not be successfully challenged by the Internal Revenue Service; (xii) changes in accounting principles and the interpretation thereof (including changes in principles related to accounting for deferred acquisition costs); (xiii) our ability to continue to satisfy the financial ratio and balance requirements and other covenants of our debt agreements; (xiv) our ability to achieve anticipated expense reductions and levels of operational efficiencies including improvements in claims adjudication and continued automation and rationalization of operating systems, (xv) performance and valuation of our investments, including the impact of realized losses (including other-than-temporary impairment charges); (xvi) our ability to identify products and markets in which we can compete effectively against competitors with greater market share, higher ratings, greater financial resources and stronger brand recognition; (xvii) our ability to generate sufficient liquidity to meet our debt service obligations and other cash needs; (xviii) our ability to maintain effective controls over financial reporting; (xix) our ability to continue to recruit and retain productive agents and distribution partners and customer response to new products, distribution channels and marketing initiatives; (xx) our ability to achieve additional upgrades of the financial strength ratings of CNO Financial and our insurance company subsidiaries as well as the impact of our ratings on our business, our ability to access capital and the cost of capital; (xxi) the risk factors or uncertainties listed from time to time in our filings with the Securities and Exchange Commission; (xxii) regulatory changes or actions, including those relating to regulation of the financial affairs of our insurance companies, such as the payment of dividends and surplus debenture interest to us, regulation of the sale, underwriting and pricing of products, and health care regulation affecting health insurance products; and (xxiii) changes in the Federal income tax laws and regulations which may affect or eliminate the relative tax advantages of some of our products or affect the value of our deferred tax assets. Other factors and assumptions not identified above are also relevant to the forward-looking statements, and if they prove incorrect, could also cause actual results to differ materially from those projected. All forward-looking statements are expressly qualified in their entirety by the foregoing cautionary statements. Our forwardlooking statements speak only as of the date made. We assume no obligation to update or to publicly announce the results of any revisions to any of the forward-looking statements to reflect actual results, future events or developments, changes in assumptions or changes in other factors affecting the forward-looking statements.






- #### -
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CNO Financial Group | OCB Solutions | March 3, 2014 2 Forward-Looking Statements Certain statements made in this presentation should be considered forward-looking statements as defined in the Private Securities Litigation Reform Act of 1995. These include statements about future results of operations and capital plans. We caution investors that these forward- looking statements are not guarantees of future performance, and actual results may differ materially. Investors should consider the important risks and uncertainties that may cause actual results to differ, including those included in our press releases, our Quarterly Reports on Form 10- Q, our Annual Report on Form 10-K and other filings we make with the Securities and Exchange Commission. We assume no obligation to update this presentation, which speaks as of today’s date.


 

CNO Financial Group | OCB Solutions | March 3, 2014 3 Non-GAAP Measures This presentation contains certain financial measures that differ from the comparable measures under Generally Accepted Accounting Principles (GAAP). Reconciliations between non-GAAP measures and the comparable GAAP measures are included in the Appendix. While management believes these measures are useful to enhance understanding and comparability of our financial results, these non-GAAP measures should not be considered substitutes for the most directly comparable GAAP measures. Additional information concerning non-GAAP measures is included in our periodic filings with the Securities and Exchange Commission that are available in the “Investors – SEC Filings” section of CNO’s website, www.CNOinc.com.


 

CNO Financial Group | OCB Solutions | March 3, 2014 4 Today’s Announcements  CNO announced the sale of Conseco Life Insurance Company (“CLIC”) to Wilton Reassurance Company (“Wilton Re”)  The transaction is expected to result in net proceeds of approximately $237* million and encompasses ~$3.4 billion in traditional life, interest-sensitive life, and annuity statutory reserves  Bankers Life will pay Wilton Re $28 million to recapture ~$160 million of traditional life reserves previously reinsured  40|86, CNO’s wholly owned investment advisor, will enter into an investment advisory agreement with Wilton Re on certain general account assets  The sale of CLIC is subject to Indiana Department of Insurance approval and is expected to close mid-year 2014 CNO Doubles Quarterly Common Stock Dividend to 6 cents per Share * Assumed purchase price based on capital and surplus of CLIC as of 12-31-2013 and adjusted for $36 million intercompany ceding commission paid to CLIC prior to closing. The proceeds will be further adjusted to reflect CLIC’s actual statutory capital and surplus at the time of closing.


 

CNO Financial Group | OCB Solutions | March 3, 2014 5 Sale of CLIC – Strategic Rationale An Economic Exit Favorable pro forma economic impact unlocking “trapped capital” for reinvestment Reduce “Beta” Reduces exposure to low-for-long rates and natural asset leverage Streamline & Simplify Reduces complexity associated with supporting over 370,000 legacy policies Sale of CLIC Transfers $3.4bn of Run-off Reserves Leverages existing partnership with Wilton Re, enabling a smooth closing and transition in addition to a life insurance recapture and an ongoing investment management agreement Proven Partner


 

CNO Financial Group | OCB Solutions | March 3, 2014 6 Annuities & Deposits $705** Interest- Sensitive Life $2,232 LTC $525* Traditional Life $424 Annuities & Deposits $788 Other Health $7 Interest- Sensitive Life $166 OCB Solutions For $4bn in Run-Off Reserves 12/31/13 OCB Net Statutory Reserves Retained By CNO Ceded & Being Sold OCB – Ceded & Being Sold  $550mm of statutory LTC reserves reinsured to Beechwood Re - reported in 4Q 2013 results  Sale of CLIC to Wilton Re encompassing $3.4bn of interest-sensitive, traditional life and annuity reserves Business Retained by CNO  Approximately $788mm of annuities and deposits, $166mm of interest-sensitive life reserves and a small amount of A&H business  Upon closing, CNO will no longer report on OCB as a segment and will embed the remaining business into other reporting segments * Excludes approximately $25mm of LTC reserves previously reinsured and transferred under the reinsurance agreement ** Includes $450mm of FHLB liabilities ($ millions)


 

CNO Financial Group | OCB Solutions | March 3, 2014 7 Sale of CLIC Subsidiary – Transaction Detail Washington National Insurance Company (WNIC) Sale & Transition  Intercompany transactions to move A&H business out of CLIC to WNIC, increasing CLIC capital by $36mm  Wilton Re purchases CLIC legal entity and pays CNO approximately $237mm* for value of in- force and capital & surplus  Wilton Re and CNO enter into a transition services agreement Recapture & Advisory Agreement  Bankers Life recaptures traditional life block previously reinsured to Wilton Re for $28mm  40|86 enters into an investment advisory agreement with Wilton Re on certain invested assets Sale & Transition Services Agreement Conseco Life Insurance Company (CLIC) CNO Financial Wilton Re Wilton Re Bankers Life and Casualty Company 40|86 Advisors Bankers Life Recapture & 40|86 Advisory Agreement * Assumed purchase price based on capital and surplus of CLIC as of 12-31-2013 and adjusted for $36 million intercompany ceding commission paid to CLIC prior to closing. The proceeds will be further adjusted to reflect CLIC’s actual statutory capital and surplus at the time of closing.


 

CNO Financial Group | OCB Solutions | March 3, 2014 8 Pro Forma Estimates Financial Metric Pro Forma Estimates Purchase Price (1) $237mm Price to Statutory Capital & Surplus (1) 1.5x Estimated Increase to Holding Company Liquidity (2) $125mm Pro Forma GAAP Loss on Sale (3) $(303)mm Pro Forma GAAP Book Value Impact (3) $(447)mm Pro Forma EPS Impact (4) $(0.04) (1) Based on CLIC capital and surplus at December 31, 2013 and adjusted for an intercompany ceding commission to be paid to CLIC prior to closing. Purchase price is subject to certain adjustments reflecting the performance of the business from December 31, 2013 through closing. Closing is anticipated mid-year 2014. (2) Increase is calculated as net proceeds after deal costs based on December 31, 2013 CLIC capital and surplus and net of mandatory prepayment* of approximately $106 million at closing. (3) Pro forma impact calculated based on the capital and surplus and the estimated fair value of CLIC’s investment portfolio as of December 31, 2013. Refer to the Appendix for additional details. (4) Calculated as the pro forma impact to 2013 operating earnings including the net impact from residual overhead, earnings from the Bankers Life reinsurance recapture and reduced interest expense and assumes an approximately 3% return on estimated increase in holding company liquidity. Refer to the Appendix for additional details. * Per CNO’s senior credit agreement, net proceeds from the sale of CLIC above $125 million are subject to a mandatory prepayment provision


 

CNO Financial Group | OCB Solutions | March 3, 2014 9 OCB Solutions Reduce Capital-at-Risk OCB Reserve Margins:  Thin aggregate Loss Recognition Testing and Cash Flow Testing margins for OCB ISL and LTC (~1%)  ISL and LTC blocks ($2.8bn in reserves) have experienced loss recognition charges and have notable statutory asset adequacy reserves established Asset Leverage:  CLIC sale lowers CNO asset leverage by one full turn  Liabilities require longer-duration and higher-yielding assets to support liabilities  Conventional asset risk required to support liability cash flows (default risk) Interest Rate Risk CLIC Asset Leverage CFT Margin Impact Assuming 70 basis point drop in new money rate indefinitely 12/31/13 Actual 12/31/13 Pro Forma* ($250mm) ($210mm) * Reflects results giving effect for the recently reinsured LTC block in addition to the CLIC transaction. 2013 Statutory Results Invested Assets $3,694mm TAC $163mm Asset Leverage 23x


 

CNO Financial Group | OCB Solutions | March 3, 2014 10 Capital Targets & Excess Capital Deployment 2013 2014 Outlook (Revised) RBC 410% ~ 400% Liquidity $309mm ~ $434mm Leverage* 16.9% ~16% Investment-grade ratings dialed in while maintaining our tactical approach to deployment … 2014 Share Repurchases Guidance v High end of our expected range of $225 to $300mm absent compelling alternatives 2014 Common Stock Dividend v Debt Amortization** v Current credit agreement requires a portion of CLIC sale proceeds be used for debt retirement (~$106mm) 100% quarterly increase drives yield above 1% and payout ratio in the 20% range * A non-GAAP measure. Refer to the Appendix for the corresponding GAAP measure. Interest $45 Holdco Exp & Other $14 Debt Repayment / Financing Costs $73 Common Stock Dividends $24 Securities Repurchases $253 2013 Capital Deployment $409mm ** Pursuant to the terms of our senior secured credit facility, the mandatory prepayment will reduce scheduled amortization during the next 12 months by $37 million. Accordingly, the net debt reduction (reflecting scheduled payments during the next 12 months) is approximately $69 million.


 

CNO Financial Group | OCB Solutions | March 3, 2014 11 CNO Moving Forward  Financial Strength – Transactions improve CNO’s overall financial profile, reinforce our investment grade capital position and drive a higher quality ROE  Clears the Way for Accelerated Platform Investment – Transitions complex and administratively-challenged businesses allowing us to more efficiently address enterprise infrastructure  Focused on Core Franchise Growth – Investments in distribution productivity and growth yielding top-tier industry growth rates Reached 20% Dividend Payout Ratio Ahead of 2015 Goal


 

CNO Financial Group | OCB Solutions | March 3, 2014 12 Questions
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CNO Financial Group | OCB Solutions | March 3, 2014 14 The following provides additional information regarding certain non-GAAP measures used in this presentation. A non-GAAP measure is a numerical measure of a company’s performance, financial position, or cash flows that excludes or includes amounts that are normally excluded or included in the most directly comparable measure calculated and presented in accordance with GAAP. While management believes these measures are useful to enhance understanding and comparability of our financial results, these non-GAAP measures should not be considered as substitutes for the most directly comparable GAAP measures. Additional information concerning non-GAAP measures is included in our periodic filings with the Securities and Exchange Commission that are available in the “Investors – SEC Filings” section of CNO’s website, www.CNOinc.com. Information Related to Certain Non-GAAP Financial Measures


 

CNO Financial Group | OCB Solutions | March 3, 2014 15 Information Related to Certain Non-GAAP Financial Measures 4Q13 Corporate notes payable 856.4$ Total shareholders' equity 4,955.2 Total capital 5,811.6$ orporate debt to capital 14.7% Corporate notes payable 856.4$ Total shareholders' equity 4,955.2 Less accumulated other comprehensive income (731.8) Total capital 5,079.8$ Debt to total capital ratio, excluding AOCI (a non-GAAP financial measure) 16.9% Debt to capital ratio, excluding accumulated other comprehensive income (loss) The debt to capital ratio, excluding accumulated other comprehensive income (loss), differs from the debt to capital ratio because accumulated other comprehensive income (loss) has been excluded from the value of capital used to determine this measure. Management believes this non- GAAP financial measure is useful because it removes the volatility that arises from changes in accumulated other comprehensive income (loss). Such volatility is often caused by changes in the estimated fair value of our investment portfolio resulting from changes in general market interest rates rather than the business decisions made by management. A reconciliation of these ratios is as follows ($ in millions):


 

CNO Financial Group | OCB Solutions | March 3, 2014 16 Pro forma net loss Loss on sale of CLIC: Cash proceeds received (a) 237$ Net assets sold (527)$ Subtotal (290)$ Reinsurance recapture: Amount paid by Bankers Life (28)$ Net assets received 29$ Subtotal 1$ Transaction expenses and other (9)$ Loss before income tax (298)$ Income tax expense (b) 5$ Pro forma loss (303)$ Pro forma reduction to shareholders' equity Pro forma net loss as summarized above (303)$ (144)$ Pro forma reduction to shareholders' equity (447)$ Decrease in accumulated other comprehensive income related to the unrealized gains in CLIC's investment portfolio Pro forma impacts The pro forma impacts are calculated as if the sale of CLIC and the recapture of a traditional life block by Bankers Life had been completed on December 31, 2013. Actual results will vary based on the fair value of CLIC’s investment portfolio and its statutory capital and surplus on the closing date. The pro forma amounts were determined as follows (dollars in millions): Information Related to Certain Non-GAAP Financial Measures (a) Includes $36 million from certain intercompany transactions which will transfer accident and health business out of CLIC to Washington National Insurance Company prior to closing. (b) A tax gain will be recognized as a result of the announced transactions due to the tax basis of CLIC. The tax gain will be reduced by non-life net operating loss carryforwards which are fully offset by a valuation allowance. Accordingly the tax impacts of the announced transactions are expected to be minimal.


 

CNO Financial Group | OCB Solutions | March 3, 2014 17 Information Related to Certain Non-GAAP Financial Measures Pro forma impacts The following presents the pro forma impact on our operating earnings measures as if the sale of CLIC and the recapture of a traditional life block by Bankers Life had been completed on January 1, 2013 (dollars in millions, except per share data): Per diluted Amount share Operating earnings, as reported 270.0$ 1.17$ Adjustments (a) (8.0) (0.04) Pro forma operating earnings 262.0$ 1.13$ Year ended December 31, 2013 ___________________________ (a) Adjustments to operating earnings are comprised of the following (net of income taxes): Operating results of CLIC on a normalized basis (5.1)$ Operating results of the traditional life block to b recaptured 4.5 R sid al overh d expenses (13.0) Reduction in interest expense due to the mandatory prepayment of debt resulting from the proceeds of the sale of CLIC 2.8 I cr as i net investment income to reflect the assumed higher invested assets resulting from the proceeds of the sale of CLIC, net of the mandatory debt prepayment 2.8 Total adjustments (8.0)$


 

CNO Financial Group | OCB Solutions | March 3, 2014 18 Information Related to Certain Non-GAAP Financial Measures A reconciliation of net income applicable to common stock to net operating income (and related per share amounts) is as follows (dollars in millions, except per share amounts): Year ended December 31, 2013 Net income applicable to common stock 478.0$ Loss related to reinsurance transaction (net of taxes) 63.3 Net realized investment (gains) losses, net of related amortization and taxes (20.7) Fair value changes in embedded derivative liabilities, net of related amortization and taxes (23.0) 9.9 Valuation allowance for deferred tax assets and other tax items (301.5) Loss on extinguishment of debt (net of taxes) 64.0 Net operating income (a non-GAAP financial measure) 270.0$ Per diluted share: Net in ome 2.06$ Loss related to reinsurance transaction (net of taxes) 0.27 Net realized investment (gains) losses, net of related amortization and taxes (0.09) Fair v lu changes in embedded derivative liabilities, net of related amortization and taxes (0.10) 0.04 Valuation allowance for deferred tax assets and other tax items 0.28 Loss on extinguishment of debt (net of taxes) (1.29) Net operating income (a non-GAAP financial measure) 1.17$ Equity in earnings of certain non-strategic investments and earnings attributable to non-controlling interests Equity in earnings of certain non-strategic investments and earnings attributable to non- controlling interests Operating earnings measures Management believes that an analysis of net income applicable to common stock before loss related to reinsurance transaction, net realized gains or losses, fair value changes due to fluctuations in the interest rates used to discount embedded derivative liabilities related to our fixed index annuities, equity in earnings of certain non-strategic investments and earnings attributable to non-controlling interests, loss on extinguishment of debt and changes in our valuation allowance for deferred tax assets (“net operating income,” a non-GAAP financial measure) is important to evaluate the performance of the Company and is a key measure commonly used in the life insurance industry. Management uses this measure to evaluate performance because these items are unrelated to the Company’s continuing operations.


 

