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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

WASHINGTON, D.C. 20549  
 

FORM 8-K  
 

CURRENT REPORT  
PURSUANT TO SECTION 13 OR 15(d) OF THE  

SECURITIES EXCHANGE ACT OF 1934  
 

Date of Report (Date of earliest event reported): September 4, 2012  
 
 
 

CNO Financial Group, Inc.  
(Exact Name of Registrant as Specified in Charter)  

   

11825 North Pennsylvania Street  
Carmel, Indiana  46032  

(Address of Principal Executive Offices) (Zip Code)  
 

(317) 817-6100  
(Registrant's telephone number, including area code)  

 
 

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:  
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Delaware  001-31792  75-3108137  
(State or Other  

Jurisdiction of Incorporation)  (Commission File Number)  
(I.R.S. Employer  

Identification No.)  

�  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)  

    

�  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)  

    

�  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))  

    

�  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))  



 
 
 
 
 

 
On September 4, 2012, CNO Financial Group, Inc. (the “ Company ”) entered into a Debenture Repurchase Agreement (the “ Repurchase Agreement ” ) 

with Paulson Credit Opportunities Master Ltd. and Paulson Recovery Master Fund Ltd. (collectively, the “ Paulson Holders ”), funds managed by Paulson & Co. 
Inc. (“ Paulson ”), that hold approximately $200.0 million in aggregate principal amount of the Company's 7.0% Convertible Senior Debentures due 2016 (the “ 
Convertible Debentures ”). As of June 30, 2012, funds managed by Paulson collectively owned approximately 9.7% of the Company's outstanding shares of 
common stock, par value $0.01 per share (the “ Common Stock ”) and warrants to purchase approximately 5.0 million shares of Common Stock.  

 
Pursuant to the Repurchase Agreement, the Company has agreed to purchase from each of the Paulson Holders, and each of the Paulson Holders has 

agreed, severally and not jointly, to sell to the Company, the Convertible Debentures held by such Paulson Holder, for a cash purchase price that provides for a 
2.8% discount to a theoretical value for the Convertible Debentures that is intended to represent the approximate market value of the Convertible Debentures and 
is calculated pursuant to a formula in the Repurchase Agreement as the sum of:  

 

 

 

 
The estimated aggregate consideration for the $200.0 million in aggregate principal amount of Convertible Debentures, assuming an $8.90 per share 

reference stock price (the closing price of a share of Common Stock on August 31, 2012), is approximately $334.0 million. The final purchase price will be 
determined based on the volume-weighted average prices of the Common Stock over an agreed upon averaging period. An increase (decrease) in the per share 
reference stock price of $0.25 would result in an increase (decrease) to the amount paid to extinguish the Convertible Debentures of approximately $8.0 million.  
 

The Repurchase Agreement contains customary representations, warranties, covenants and conditions to closing, including a financing condition that 
requires the completion of financing transactions, on terms and conditions satisfactory to the Company, resulting in gross proceeds to the Company of at least 
$900.0 million. The closing of the repurchase of the Convertible Debentures from each of the Paulson Holders is expected to occur concurrently with the closing 
of the proposed financing transactions announced by the Company on September 4, 2012 that are referred to under Item 7.01 of this current report.  
 

 
The information contained in Item 1.01 is hereby incorporated into this Item 2.03.  
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Item 1.01.  
 

Entry into a Material Definitive Agreement.  
 

•  the conversion value of the Convertible Debentures (equal to the sum of a fraction, represented by one over the number of trading days over an 
agreed upon averaging period, of the product of the conversion rate for the Convertible Debentures in effect on the close of the applicable 
trading day and the volume-weighted average price for the Common Stock on such trading day for each of the trading days in an agreed upon 
averaging period);  

•  the cash flow value of the Convertible Debentures (which is meant to approximate the present value of the remaining coupons on the 
Convertible Debentures through and including June 30, 2013); and  

•  the incremental value of the Convertible Debentures (which is meant to approximate the option value of the Convertible Debentures and is 
calculated in reference to a reference price for the Common Stock based on the volume-weighted average prices over an agreed upon averaging 
period).  

Item 2.03.  
 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.  



 
 

 

 
On September 4, 2012, the Company issued a press release announcing a comprehensive plan designed to enhance its capital structure and financial 

flexibility. The press release is attached hereto as Exhibit 99.1 and is incorporated herein by reference.  

The information set forth under Item 7.01 of this current report and Exhibit 99.1 hereto are furnished pursuant to Item 7.01. Such information, including 
Exhibit 99.1 attached hereto, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated 
by reference into any filing under the Securities Act of 1933, except as shall be expressly set forth by specific reference in such filing.  

 
On September 4, 2012, the Company issued a press release announcing that the Company has commenced a tender offer to purchase for cash any and 

all of its 9.00% Senior Secured Notes due 2018 (the “ Secured Notes ”), upon the terms and conditions set forth in the Offer to Purchase and Consent Solicitation 
Statement, dated September 4, 2012 and the related Letter of Transmittal and Consent. In connection with the tender offer, and on the terms and subject to the 
conditions set forth in such Offer to Purchase and Consent Solicitation Statement and such Letter of Transmittal and Consent, the Company is soliciting consents 
of holders of the Secured Notes to authorize the elimination of substantially all of the restrictive covenants and certain of the events of default contained in the 
indenture governing the Secured Notes (the “ Indenture ”).  

 
In addition, the Company announced that on the initial payment date for the tender offer, it expects to call for redemption any Secured Notes that have 

not been validly tendered on or before 5:00 p.m., New York City time, on the initial payment date in accordance with the redemption provisions of the Indenture 
and to satisfy and discharge the Company's obligations under the Secured Notes and the Indenture in accordance with the satisfaction and discharge provisions of 
the Indenture. Upon completion of the satisfaction and discharge of the Secured Notes and the Indenture, all of the collateral securing the Notes under the 
Indenture and the related security documents will be released and any remaining restrictive covenants and certain additional events of default contained in the 
Indenture will cease to have effect.  

 
The press release is attached hereto as Exhibit 99.2 and is incorporated herein by reference.  

 
CAUTIONARY LANGUAGE CONCERNING FORWARD-LOOKING STATEMENTS  
       

Information set forth in this current report (including the exhibits and attachments hereto) contains forward-looking statements within the meaning of 
the federal securities laws and the Private Securities Litigation Reform Act of 1995. These forward-looking statements are subject to a number of risks and 
uncertainties. A discussion of factors that may affect future results is contained in the Company's filings with the Securities and Exchange Commission. The 
Company disclaims any obligation to update forward-looking statements, except as may be required by law.  
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Item 7.01.  
 

Regulation FD Disclosure.  
 

Item 8.01.  
 

Other Events.  
 



 
 
 

 
(d) Exhibits:  
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Item 9.01.  
 

Financial Statements and Exhibits.  
 

99.1     Press Release of CNO Financial Group, Inc., dated September 4, 2012.  

      

99.2     Press Release of CNO Financial Group, Inc., dated September 4, 2012.  



 
 

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.  
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   CNO Financial Group, Inc.  

    

Date: September 4, 2012     

   By:  /s/ John R. Kline     

      John R. Kline     

      
Senior Vice President and  

Chief Accounting Officer     

      



 
 

      
EXHIBIT INDEX  
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Exhibit No.  
   Description  

99.1     Press Release of CNO Financial Group, Inc., dated September 4, 2012.  

      

99.2     Press Release of CNO Financial Group, Inc., dated September 4, 2012.  



 
 

Exhibit 99.1 

  
 

For Immediate Release  
 

 

CNO Financial Group Announces Comprehensive Plan to Further Enhance Capital Structure and 
Accelerate Growth in EPS and ROE  

 
Carmel, Ind. September 4, 2012 - CNO Financial Group, Inc. (NYSE: CNO) announced today a comprehensive plan designed to further 
enhance its capital structure and financial flexibility in addition to accelerating growth in EPS and ROE. The recapitalization plan includes 
entering into a new senior secured credit agreement, consisting of a $250 million four-year term loan facility and a $400 million six-year term loan 
facility, as well as a proposed private offering of $250 million aggregate principal amount of new senior secured notes due 2020. In addition, CNO 
plans to obtain a $50 million three-year, unfunded revolving credit facility to be available for contingent capital purposes.  
 
CNO plans to use the proceeds from the borrowings under the new term loan facilities and the issuance of the new senior secured notes along with 
cash on hand to:  
 

 

 

   

 
CEO Ed Bonach said, “Our strong balance sheet and free cash flow generation position us to take advantage of the favorable capital market 
conditions to reduce our cost of capital, increase our financial flexibility, and improve the debt maturity profile. We expect these transactions will 
also provide meaningful accretion to both EPS and ROE, while maintaining our positive ratings profile, share buybacks and business momentum.” 
 
The various components of the new capital structure are expected to close concurrently in late September 2012. The recapitalization plan is subject 
to market and other conditions, and no assurance can be given that CNO will consummate any of the transactions.  
 
Assuming the various components of the recapitalization plan are completed and recognizing that the final impact would vary depending on terms 
and conditions at closing, CNO estimates the following pro forma impacts* of the completed transactions:  
 
 
 

 

Contact:  (News Media)  Tony Zehnder +1.312.396.7086  

   (Investors)  Erik Helding +1.317.817.4760  

•  repay all $224 million outstanding under CNO's existing senior secured credit agreement; 

•  repurchase up to $275 million aggregate principal amount outstanding of CNO's 9.0% Senior Secured Notes due 2018 for estimated 
aggregate consideration of approximately $323 million;  

•  repurchase approximately $200 million aggregate principal amount of its 7.0% Convertible Senior Debentures due 2016 from entities 
affiliated with Paulson & Co. for estimated aggregate consideration of approximately $334 million; and  

•  pay fees and expenses related to the recapitalization transactions. 
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* See accompanying unaudited pro forma financial information beginning on page 3 for tables reconciling reported results to pro forma data  
 
In connection with the recapitalization transactions, CNO expects to record a one-time charge of approximately $161 million in the third quarter of 
2012, consisting of costs associated with repurchasing a portion of the 7.0% Convertible Senior Debentures, a redemption premium on the 9.0% 
Senior Secured Notes and the write-off of unamortized discount and issuance costs. In addition, shareholders' equity is expected to be further 
reduced by $20 million related to the estimated cost of extinguishing the beneficial conversion feature related to the $200 million aggregate 
principal amount of 7.0% Convertible Senior Debentures to be repurchased.  
 
CNO's previous guidance on share repurchases and statutory dividend capacity remains unchanged. CNO anticipates repurchasing approximately 
$150 million to $170 million of common stock during 2012 and expects total dividends to the holding company to be in the range of $200 million 
to $275 million during 2012.  
 
This announcement does not constitute an offer to buy or sell or the solicitation of an offer to buy or sell any securities in any jurisdiction. The 
tender offer and consent solicitation for the 9.0% Senior Secured Notes is being made only pursuant to the terms and subject to the conditions of 
the tender offer documents relating thereto. Any new senior secured notes offered will be offered pursuant to an applicable exemption from 
registration under the Securities Act of 1933, as amended.  
 
Conference Call  
The Company will host a conference call to discuss the planned transactions on September 5, 2012 at 11:00 a.m. Eastern Daylight Time. The 
webcast can be accessed through the Investors section of CNO'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 audio software. During the call, we will be referring to a presentation that will be 
available the morning of the call at the Investors section of CNO's website.  
 
About CNO  
CNO is a holding company. Our insurance subsidiaries - principally Bankers Life and Casualty Company, Washington National Insurance 
Company and Colonial Penn Life Insurance Company - serve 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 .  
 
 

- Tables Follow -  
 
 
 
 
 

 

•  an accretive impact to diluted operating earnings per share and operating return on equity of approximately 9% and 40 basis points, 
respectively, for the six months ended June 30, 2012;  

•  an increase to the debt-to-total capital ratio, excluding accumulated other comprehensive income, of approximately 440 basis points and 
a decrease in the weighted average cost of debt by approximately 160 basis points, based on CNO's capital structure at June 30, 2012; 
and  

•  a decrease in diluted shares outstanding of 36.4 million shares, or 12 percent of diluted shares outstanding at June 30, 2012. 
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Unaudited Condensed Pro Forma Financial Information  

On September 4, 2012, CNO announced a comprehensive plan designed to enhance its capital structure and financial flexibility (the 
“comprehensive plan”). The following unaudited condensed pro forma consolidated balance sheet presents the financial position of CNO, as if the 
comprehensive plan, described in the accompanying press release and the accompanying notes to the unaudited pro forma consolidated financial 
information, had been completed on June 30, 2012.  

The unaudited pro forma consolidated statements of operations for the six months ended June 30, 2012 and for the year ended December 31, 2011 
present the results of operations of CNO as if the comprehensive plan had been completed on December 31, 2010.  

The unaudited condensed pro forma consolidated financial statements are based on the historical financial statements of CNO and are qualified in 
their entirety by, and should be read in conjunction with, CNO's historical financial statements and notes thereto. Effective January 1, 2012, we 
adopted ASU 2010-26 which modified the definition of the types of acquisition costs that can be deferred by insurance companies. We elected to 
adopt the new guidance on a retrospective basis. Accordingly, our results for 2011, as presented in the unaudited condensed pro forma 
consolidated financial statements have been retrospectively adjusted. The new guidance impacts the timing of the recognition of profits on our 
business, but has no impact on cash flows, statutory financial results or the ultimate profitability of the business.  

The unaudited condensed pro forma consolidated financial statements are not necessarily indicative of the results of operations or the financial 
position that would have resulted had the comprehensive plan been completed on the dates assumed, nor are they necessarily indicative of future 
results of operations or financial position.  

Completion of the comprehensive plan is subject to market and other conditions, and no assurances can be given that the transactions will be 
completed pursuant to the terms assumed in the unaudited pro forma financial statements, or that the transactions will be completed at all.  
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES  
Unaudited Condensed Pro Forma Consolidated Balance Sheet  

June 30, 2012  
(Dollars in millions)  

 
 

The accompanying notes are an integral part  
of the unaudited condensed pro forma  

consolidated financial statements.  
 

 

      
Actual  

June 30, 2012     Adjustments     
Pro Forma  

June 30, 2012  

ASSETS                    

              

Total investments     $ 27,450.7     $ —    $ 27,450.7  
Cash and cash equivalents - unrestricted     190.2     (15.0 ) (i)    175.2  
Present value of future profits and deferred acquisition costs     1,249.5     —    1,249.5  
Reinsurance receivables     3,013.8           3,013.8  
Income tax assets, net     679.7     21.8  

(ii)    701.5  
Other assets     796.4     34.0  

(iii)    819.6  
             (10.8 ) (iv)       

Total assets     $33,380.3    $30.0    $33,410.3 

              

LIABILITIES AND SHAREHOLDERS' EQUITY              

              

Liabilities for insurance products     $ 24,568.4     $ —    $ 24,568.4  
Other liabilities     686.0     —    686.0  
Investment borrowings     1,687.9     —    1,687.9  
Borrowings related to variable interest entities     766.7     —    766.7  
Notes payable - direct corporate obligations     778.2     (689.2 ) (v)    989.0  
            900.0  (vi)       

Total liabilities     28,487.2     210.8     28,698.0  
              

Commitments and Contingencies                    

              

Shareholders' equity:                    

Shareholders' equity, excluding accumulated other 
comprehensive income     3,902.3     (160.8 ) (vii)    3,721.5  

            (20.0 ) (viii)       

Accumulated other comprehensive income     990.8     
       -

-         990.8  
Total shareholders' equity     4,893.1     (180.8 )    4,712.3  

              

Total liabilities and shareholders' equity     $ 33,380.3     $ 30.0     $ 33,410.3  
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES  
Unaudited Condensed Pro Forma Consolidated Statement of Operations  

for the six months ended June 30, 2012  
(Dollars in millions, except per share amounts)  

 

 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part  
of the unaudited condensed pro forma  

consolidated financial statements.  
 

 

      

Actual  
six months ended  

June 30, 2012     Adjustments     
Pro forma  

June 30, 2012  

Revenues:                    

Insurance policy income     $ 1,381.1     $ —    $ 1,381.1  
Net investment income     744.6     —    744.6  
Realized investment gains     54.8     —    54.8  
Fee revenue and other income     8.4     —    8.4  
Total revenues     2,188.9     —    2,188.9  

              

Benefits and expenses:                    

Insurance policy benefits     1,378.7     —    1,378.7  
Interest expense     57.5     (28.7 ) (ix)    57.5  

            26.1  
(x)       

            2.6  
(xi)       

Loss on extinguishment of debt     .7     —    .7  
Other operating costs and expenses     555.2     —    555.2  

Total benefits and expenses     1,992.1     —    1,992.1  
              

Income before income taxes     196.8     —    196.8  
              

Income tax expense on period income     72.0     —    72.0  

Net income     $ 124.8     $ —    $ 124.8  
              

Diluted earnings per common share:                    

Weighted average shares outstanding     295.4     (36.4 ) (xii)    259.0  

Net income     $ 0.45     $ 0.04     $ 0.49  

Operating earnings (see note 6)     $ 0.35     $ 0.03     $ 0.38  
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES  
Unaudited Condensed Pro Forma Consolidated Statement of Operations  

for the year ended December 31, 2011  
(Dollars in millions, except per share amounts)  

 
 

 
 
 
 
 
 
 

The accompanying notes are an integral part  
of the unaudited condensed pro forma  

consolidated financial statements.  
 

 

     
Actual  

December 31, 2011    Adjustments     
Pro forma  

December 31, 2011  

Revenues:                  

Insurance policy income    $ 2,690.5    $ —    $ 2,690.5  
Net investment income    1,354.1    —    1,354.1  
Realized investment gains    61.8    —    61.8  
Fee revenue and other income    18.2    —    18.2  
Total revenues    4,124.6    —    4,124.6  

              

Benefits and expenses:                  

Insurance policy benefits    2,699.0    —    2,699.0  
Interest expense    114.1    (57.6 ) (ix)    114.1  

          52.3  
(x)       

          5.3  
(xi)       

Loss on extinguishment of debt    3.4    —    3.4  
Other operating costs and expenses    1,001.9    —    1,001.9  

Total benefits and expenses    3,818.4    —    3,818.4  
              

Income before income taxes    306.2    —    306.2  
              

Tax expense:                  

Tax expense on period income    113.5    —    113.5  
Valuation allowance    (143.0 )    —    (143.0 )  

Net income    $ 335.7    $ —    $ 335.7  

              

Diluted earnings per common share:                  

Weighted average shares outstanding    304.1    (36.4 ) (xii)    267.7  

Net income    $1.15   $0.12    $1.27 

Operating earnings (see note 6)    $0.61   $0.05    $0.66 
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Notes to Unaudited Condensed Pro Forma Consolidated Financial Statements  
 
 

 
The unaudited condensed pro forma consolidated balance sheet has been prepared to give effect to the following sources and uses as 
contemplated by the comprehensive plan (dollars in millions):  
 

 
________________________________  

 

 
 
 

 
 

(1)  Sources and Uses 

Sources           

Cash and cash equivalents     $ 15.0     

New Four Year Senior Secured Term Loan     250.0     

New Six Year Senior Secured Term Loan     400.0     

New Senior Secured Notes     250.0     

Total sources     $ 915.0     

        

Uses           

Extinguishment of $200 million principal amount of 7.0% Convertible Senior Debentures     $ 334.0  
(a)    

Extinguishment of existing Senior Secured Credit Agreement     224.0     

Extinguishment of 9.0% Senior Secured Notes, including redemption premium     323.0  
(b)    

Estimated debt issuance costs     34.0     

Total uses     $ 915.0     

(a)  Estimated consideration for CNO's 7.0% Convertible Senior Debentures due 2016 assumes an $8.90 per share reference stock price 
(the closing price of a share of CNO common stock on August 31, 2012). The actual purchase price will be calculated pursuant to a 
formula set forth in a debenture repurchase agreement among CNO and entities affiliated with Paulson & Co. Inc., which provides 
for a cash purchase with a 2.8% discount to a theoretical value for the debentures. The theoretical value is intended to represent the 
approximate market value of the debentures. The final purchase price will be determined based on the volume-weighted average 
price of CNO's common stock over an agreed upon averaging period. An increase (decrease) in the per share reference stock price of 
$.25 would result in an increase (decrease) to the amount paid to extinguish the 7.0% Convertible Senior Debentures of 
approximately $8 million. The debenture repurchase agreement will be described in greater detail in a Form 8-K.  

(b)  The 9.0% Senior Secured Notes due 2018 (the “9.0% Notes”) will be extinguished pursuant to a tender offer and consent solicitation, 
and CNO plans to redeem any 9.0% Notes that are not repurchased in the tender offer. Estimated consideration for the 9.0% Notes 
assumes all such notes are validly tendered and not withdrawn prior to the consent deadline and are purchased in the tender offer.  
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Notes to Unaudited Condensed Pro Forma Consolidated Financial Statements, continued  
 

 

 
The unaudited condensed pro forma consolidated balance sheet reflects the recognition of the loss on extinguishment of debt contemplated 
by the comprehensive plan as summarized below (dollars in millions):  
 

 
____________________________  

 
 

 
The unaudited condensed pro forma consolidated balance sheet reflects a reduction to shareholders' equity of $20.0 million to reflect the 
estimated cost of extinguishing the beneficial conversion feature related to the $200 million aggregate principal amount of 7.0% 
Convertible Senior Debentures to be repurchased. The total cost to extinguish the 7.0% Convertible Senior Debentures is comprised of: (i) 
$314.0 million as summarized in the estimated loss on extinguishment table in the previous note; and (ii) $20.0 million to extinguish the 
beneficial conversion feature.  

 
 

 

(2)  Estimated loss on extinguishment of debt 

Book value of extinguished debt:           

7.0% Convertible Senior Debentures     $ 200.0     

Senior Secured Credit Agreement     224.0     

9.0% Notes     275.0     

Unamortized discount on 7.0% Convertible Senior Debentures     (8.1 )    

Unamortized discount on Senior Secured Credit Agreement     (1.7 )    

Total book value of extinguished debt     689.2     

        

Unamortized issuance costs on extinguished debt     (10.8 )    
        

Cost to extinguish:           

7.0% Convertible Senior Debentures (exclusive of the beneficial conversion feature 
described in note (3) below)     (314.0 )    
Senior Secured Credit Agreement     (224.0 )    
9.0% Notes     (275.0 )    

Redemption premium on 9.0% Notes     (48.0 )    

Total costs to extinguish     (861.0 )    
        

Loss on extinguishment before tax     (182.6 )    
        

Tax benefit     21.8  (a)    

Loss on extinguishment after tax     $ (160.8 )    

(a)  The Internal Revenue Code does not permit a reduction to taxable income for losses on the redemption of convertible notes. 
Accordingly, no tax benefit was reflected for the estimated loss on the extinguishment of the 7.0% Convertible Senior Debentures.  

(3)  Extinguishment of beneficial conversion feature 
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Notes to Unaudited Condensed Pro Forma Consolidated Financial Statements, continued  

 

 
The following describes the adjustments made to the unaudited condensed pro forma consolidated financial statements:  
 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

(4)  Pro forma adjustments 

(i)  To reduce net cash and cash equivalents for amounts assumed to be used to complete the comprehensive plan. 

(ii)  To record the net estimated tax benefit to be recognized as a result of the loss on the extinguishment of the debt. 

(iii)  To record the estimated debt issuance costs incurred in conjunction with issuance of the new debt. Such costs are deferred and 
amortized over the term of the debt.  

(iv)  To write-off the unamortized debt issuance costs related to the extinguished debt. 

(v)  To reduce the note payable balance for the extinguished debt. 

(vi)  To record the new debt issued in conjunction with the comprehensive plan. 

(vii)  To record the estimated loss expected to be recognized related to the extinguishment of the debt. 

(viii)  To record the estimated costs to extinguish certain beneficial interests related to the 7.0% Convertible Senior Debentures. 

(ix)  To reduce interest expense for the debt that was extinguished. 

(x)  To increase interest expense to reflect the assumed interest on the new debt. We have assumed a weighted average interest rate of 
5.8% on the new debt. The actual rate will be subject to market conditions and the completion of the comprehensive plan. An 
increase (decrease) in the assumed weighted average interest rate of 50 basis points would result in a decrease (increase) to annual 
net income of approximately $2.9 million or $.01 per share.  

(xi)  To increase interest expense to reflect the assumed amortization of debt issuance costs related to the new debt. 

(xii)  The extinguishment of $200 million principal amount of the 7.0% Convertible Senior Debentures will result in a reduction to 
diluted weighted average shares outstanding.  
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Notes to Unaudited Condensed Pro Forma Consolidated Financial Statements, continued  

 

 
The following summarizes the impact of the comprehensive plan on the debt to capital ratio calculated in accordance with generally 
accepted accounting principles (“GAAP”), debt to capital ratio, excluding accumulated other comprehensive income (a non-GAAP 
measure) and an alternative debt to capital measure (a “non-GAAP measure”) which we expect will be reflected in certain provisions in 
the new senior secured term loan agreements. A reconciliation of these ratios as reported and on a pro forma basis is as follows (dollars in 
millions):  

 

 
 

 

(5)  Pro forma debt to capital ratio 

      
Actual  

June 30, 2012     Adjustments     
Pro forma  

June 30, 2012  

Corporate notes payable     $ 778.2     $ 210.8     $ 989.0  
Total shareholders' equity     4,893.1     (180.8 )    4,712.3  

Total capital     $ 5,671.3     $ 30.0     $ 5,701.3  

Debt to capital ratio     13.7 %          17.3 % 

              

Non-GAAP measures:                    

              

Corporate notes payable     $ 778.2     $ 210.8     $ 989.0  
Total shareholders' equity     4,893.1     (180.8 )    4,712.3  
Less accumulated other comprehensive income     (990.8 )           (990.8 )  

Total capital     $ 4,680.5     $ 30.0     $ 4,710.5  
Debt to capital ratio, excluding accumulated other comprehensive 

income     16.6 %          21.0 % 

              

Corporate notes payable     $ 778.2     $ 210.8     $ 989.0  
Add unamortized discount on notes payable     13.6     (9.9 )    3.7  

Par value of notes payable     791.8     200.9     992.7  
Plus accrued interest and other items     48.6         48.6  

Debt as expected to be defined in new senior secured term loan 
agreements     840.4     200.9     1,041.3  

Total shareholders' equity     4,893.1     (180.8 )    4,712.3  
Less accumulated other comprehensive income     (990.8 )         (990.8 )  

Total capital as expected to be defined in new senior secured 
term loan agreements     $ 4,742.7     $ 20.1     $ 4,762.8  

Debt to capital ratio, as expected to be defined in new senior 
secured term loan agreements     17.7 %          21.9 % 
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Notes to Unaudited Condensed Pro Forma Consolidated Financial Statements, continued  

 

 
The following summarizes the estimated impacts of the comprehensive plan on operating earnings and operating earnings per share. 
Management believes that an analysis of operating earnings before: (i) loss on extinguishment of debt, net of income taxes; (ii) net 
realized investment gains or losses, net of related amortization and income taxes; (iii) fair value changes due to fluctuations in the interest 
rates used to discount embedded derivative liabilities related to our fixed index annuities, net of related amortization and income taxes; 
and (iv) increases or decreases to our valuation allowance for deferred tax assets (“operating income,” a non-GAAP financial measure) is 
important to evaluate the financial performance of the company, and is a key measure commonly used in the life insurance industry. 
Management uses this measure to evaluate performance because the items excluded from net operating income can be affected by events 
that are unrelated to the company's underlying fundamentals.  
 
A reconciliation of net income and operating earnings measures as reported and on a pro forma basis is as follows (dollars in millions, 
except per share data):  
 

 
 
 

 

(6)  Pro forma operating earnings and operating earnings per share 

      

Actual  
six months ended  

June 30, 2012     

Pro forma  
six months ended  

June 30, 2012     

Actual  
year ended  

December 31, 2011     

Pro forma  
year ended  

December 31, 2011  

Net income     $ 124.8     $ 124.8     $ 335.7     $ 335.7  
Realized investment gains     (32.8 )    (32.8 )    (36.7 )    (36.7 ) 

Fair value changes in embedded 
derivative liabilities     2.4     2.4     13.3     13.3  
Valuation allowance     —    —    (143.0 )    (143.0 ) 

Loss on extinguishment of debt     .4     .4     2.2     2.2  
Operating earnings     94.8     94.8     171.5     171.5  

                  

Add: interest expense on 7% 
Convertible Senior Debentures, net 
of income taxes     7.4     2.4     14.7     4.7  

Adjusted operating earnings for 
diluted earnings per share     $ 102.2     $ 97.2     $ 186.2     $ 176.2  

                  

Weighted average diluted shares 
outstanding (in millions)     295.4     259.0     304.1     267.7  

Net income per share     $0.45    $0.49    $1.15    $1.27 

Operating earnings per share     $0.35    $0.38    $0.61    $0.66 
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Notes to Unaudited Condensed Pro Forma Consolidated Financial Statements, continued  

 

 
The following summarizes the impact of the comprehensive plan on the return on average equity ratio calculated in accordance with 
GAAP and an alternative return on equity measure (a “non-GAAP measure”) which excludes accumulated other comprehensive income 
and the carrying value of net operating loss carryforwards (“NOLs”) and excludes non-operating items (primarily gains (losses) on 
investments) from earnings (dollars in millions):  

 

 
 
 

 

(7)  Pro forma return on equity 

      

Actual  
last twelve months 

ended  
June 30, 2012     

Pro forma  
last twelve months 

ended  
June 30, 2012     

Actual  
year ended  

December 31, 2011     

Pro forma  
year ended  

December 31, 2011  

Net income     $ 368.7     $ 368.7     $ 335.7     $ 335.7  

Average shareholders' equity     4,574.4     4,393.6     4,166.2     3,985.4  

Return on equity     8.1 %    8.4 %    8.1 %    8.4 % 

                  

Net income     $ 368.7     $ 368.7     $ 335.7     $ 335.7  
Impact of non-operating items     (190.1 )     (190.1 )     (164.2 )     (164.2 )  

Operating earning     $ 178.6     $ 178.6     $ 171.5     $ 171.5  
                  

Average shareholders' equity     $ 4,574.4     $ 4,393.6     $ 4,166.2     $ 3,985.4  
Less average accumulated other 
comprehensive income     (758.4 )     (758.4 )     (484.2 )     (484.2 )  

Less average NOLs     (848.0 )     (848.0 )     (854.0 )     (854.0 )  

Adjusted average equity     $ 2,968.0     $ 2,787.2     $ 2,828.0     $ 2,647.2  
Operating return on equity, a 

non-GAAP measure     6.0 %    6.4 %    6.1 %    6.5 % 
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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,” “o ptimistic” 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, including our position that our 7.0% convertible senior debentures due 2016 will not be treated as stock for 
purposes of Section 382 of the Internal Revenue Code of 1986, as amended, and will not trigger an ownership change, 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 eventual 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; (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; and (xxiv) completion of the comprehensive plan described in this press release. 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 forward-
looking 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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For Immediate Release  
 

 

CNO Financial Group, Inc. Announces Cash Tender Offer and Consent Solicitation for its 9.00% 
Senior Secured Notes Due 2018 (CUSIP Nos. 12621E AD5 (Rule 144A) and U1746E AA1 

(Regulation S))  
 
Carmel, Ind. September 4, 2012 - CNO Financial Group, Inc. (NYSE:CNO) (“CNO”) announced today that it commenced a cash tender offer 
(the “Tender Offer”) to purchase any and all of its 9.00% Senior Secured Notes due 2018 (the “Notes”), currently outstanding in the aggregate 
principal amount of $275.0 million.  

In connection with the Tender Offer, CNO is soliciting the consents (the “Consents”) of holders of the Notes to certain proposed amendments to 
the indenture governing the Notes (the “Consent Solicitation”). The purpose of such Consent Solicitation and amendments is to eliminate 
substantially all of the restrictive covenants contained in the indenture and certain events of default and related provisions.  

The Tender Offer will expire at 12:00 midnight, New York City time, at the end of Monday, October 1, 2012, unless extended or earlier 
terminated by CNO in its sole discretion (such time and date, as the same may be extended, the “Expiration Date”).  

Under the terms of the Tender Offer, holders of Notes who validly tender and do not validly withdraw their Notes and consents on or before 5:00 
p.m., New York City time, on September 17, 2012 (such time and date, as the same may be extended or earlier terminated by CNO in its sole 
discretion, the “Consent Date”), will receive the “Total Consideration,” which is equal to $1,173.65 per $1,000 in principal amount of Notes 
validly tendered. The Total Consideration is equal to the redemption price (exclusive of accrued and unpaid interest) that would be payable if 
CNO had exercised its option under the indenture governing the Notes to redeem the Notes at a price equal to $1,000 plus the Applicable Premium 
(as defined in the indenture), based on an assumed redemption date that is the same as an assumed initial payment date (the “Initial Payment 
Date”) of September 28, 2012. The actual Initial Payment Date will be selected by CNO following the occurrence of both the Consent Date and 
the satisfaction or waiver of the conditions to consummation of the Tender Offer and the Consent Solicitation. The Total Consideration will not 
change if the actual Initial Payment Date is a date other than September 28, 2012. In addition, accrued and unpaid interest to, but not including, the 
applicable date of payment for the Notes accepted for purchase will be paid.  

The Total Consideration includes a payment of $30 per $1,000 in principal amount of notes tendered by the Consent Date (the 
“Consent Payment”). Holders of Notes who validly tender and do not validly withdraw their Notes after the Consent Date, but on or 
before the Expiration Date, will receive the Total Consideration less the Consent Payment.  

 
 

Contact:  (News Media)  Tony Zehnder +1.312.396.7086  

   (Investors)  Erik Helding +1.317.817.4760  
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Holders of Notes will not be able to revoke their consents after the Consent Date.  

CNO expects, on the Initial Payment Date, to call for redemption any Notes that have not been validly tendered on or before 5:00 p.m., New York 
City time, on the day immediately preceding the Initial Payment Date in accordance with the redemption provisions of the indenture and to satisfy 
and discharge its obligations under such Notes and the indenture governing the Notes in accordance with the satisfaction and discharge provisions 
of the indenture. Upon completion of the satisfaction and discharge of the Notes that have not been validly tendered on or before 5:00 p.m., New 
York City time, on the day immediately preceding the Initial Payment Date and the indenture governing the Notes, all of the collateral securing 
such Notes under the indenture and the related security documents will be released and any remaining restrictive covenants and certain additional 
events of default contained in the indenture governing the Notes will cease to have effect.  

The terms and conditions of the Tender Offer and Consent Solicitation are included in CNO's offer to purchase and consent solicitation statement 
dated September 4, 2012 (the “Offer to Purchase”) and the related letter of transmittal. CNO does not make any recommendation as to whether 
holders of the Notes should tender their Notes pursuant to the Tender Offer or deliver Consents pursuant to the Consent Solicitation.  

The obligation of CNO to accept for purchase Notes tendered pursuant to the Tender Offer or pay for the Consents delivered pursuant to the 
Consent Solicitation is conditioned upon (a) the completion of a proposed private offering of senior notes on terms and conditions satisfactory to 
CNO, (b) the satisfaction of all conditions to the effectiveness of a proposed new credit facility and (c) the non-occurrence of each of the general 
conditions, as specified further in the Offer to Purchase. If any of the conditions are not satisfied, CNO is not obligated to accept for purchase, and 
may delay the acceptance for purchase of, any tendered Notes. CNO may also terminate the Tender Offer and the Consent Solicitation at any time 
in its sole discretion.  

This press release is for informational purposes only and does not constitute a notice of redemption under the optional redemption provisions of 
the indenture governing the Notes, nor does it constitute an offer to sell, or a solicitation of an offer to buy, any security. No offer, solicitation, or 
sale will be made in any jurisdiction in which such an offer, solicitation, or sale would be unlawful.  

Requests for documents relating to the Tender Offer may be directed to Global Bondholder Services Corporation, the Information Agent, at (866) 
470-4500 or (212) 430-3774. Goldman, Sachs & Co. and J.P. Morgan Securities LLC will act as Dealer Managers and Solicitation Agents for the 
Tender Offer and the Consent Solicitation. Questions regarding the Tender Offer and Consent Solicitation may be directed to Goldman, Sachs & 
Co. at (800) 828-3182 or (212) 902-5183 or to J.P. Morgan Securities LLC at (800) 245-8812 or (212) 270-1200.  

 
About CNO  
CNO is a holding company. Our insurance subsidiaries - principally Bankers Life and Casualty Company, Washington National Insurance 
Company and Colonial Penn Life Insurance Company - serve 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 .  
 
 

 


