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ITEM 1. FINANCIAL STATEMENTS.

PART I - FINANCIAL INFORMATION

CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

(Dollars in millions)

(unaudited)
ASSETS
June 30, December 31,
2015 2014
Investments:

Fixed maturities, available for sale, at fair va(aenortized cost: June 30, 2015 - $18,758.2;
December 31, 2014 - $18,408.1) $ 20,224.f $ 20,634.!
Equity securities at fair value (cost: June 30,20%$418.6; December 31, 2014 - $400.5) 433.C 419.(
Mortgage loans 1,665.! 1,691.¢
Policy loans 108.1 106.¢
Trading securities 257.k 244.¢
Investments held by variable interest entities 1,565.¢ 1,367.:
Other invested assets 435.¢ 443.¢
Total investments 24,690.. 24,908..
Cash and cash equivalents - unrestricted 453.¢ 611.¢
Cash and cash equivalents held by variable interggtes 150.€ 68.2
Accrued investment income 240.¢ 242.¢
Present value of future profits 465.1 489.¢
Deferred acquisition costs 877. 770.¢
Reinsurance receivables 2,925.( 2,991.:
Income tax assets, net 827.¢ 758.1
Assets held in separate accounts 5.4 5.€
Other assets 413.2 337.1
Total assets $ 31,049.0 % 31,184..

(continued on next page)

The accompanying notes are an integral part
of the consolidated financial statements.
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET, continued
(Dollars in millions)
(unaudited)

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
Liabilities for insurance products:
Policyholder account balances
Future policy benefits
Liability for policy and contract claims
Unearned and advanced premiums
Liabilities related to separate accounts
Other liabilities
Investment borrowings
Borrowings related to variable interest entities
Notes payable — direct corporate obligations
Total liabilities
Commitments and Contingencies
Shareholders' equity:

Common stock ($0.01 par value, 8,000,000,000 slzarg®rized, shares issued and
outstanding: June 30, 2015 — 193,467,712; DeceBthe2014 — 203,324,458)

Additional paid-in capital
Accumulated other comprehensive income
Retained earnings

Total shareholders' equity

Total liabilities and shareholders' equity

The accompanying notes are an integral part
of the consolidated financial statements.

June 30, December 31,
2015 2014
10,689.: 10,707..
10,588.¢ 10,835.
484.k 468.7
268.¢ 291.¢
5.4 5.€
742.F 587.¢
1,518.¢ 1,519.:
1,461. 1,286.:
925.( 794.¢
26,684.! 26,496.
1.¢ 2.C
3,554.¢ 3,732.:
605.( 825.:
202.¢ 128.t
4,364.: 4,688.:
31,049.( 31,184..
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS
(Dollars in millions, except per share data)
(unaudited)

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
Revenues:
Insurance policy income $ 640.1 $ 679.C $ 1,276.¢ $ 1,364.¢
Net investment income (loss):
General account assets 302.1 347.¢ 602.2 695.5
Policyholder and reinsurer accounts and other apeci
purpose portfolios 11.¢ 47.2 28.4 68.1
Realized investment gains (losses):
Net realized investment gains (losses), excluding
impairment losses (2.2 12.4 (3.3 477
Net impairment losses recognized (a) (7.9 — (9.2 (11.9
Gain on dissolution of a variable interest entity — — 11.2 —
Total realized gains (losses) (10.) 12.4 (1.2 35.¢
Fee revenue and other income 15.€ 7.C 31.€ 134
Total revenues 959.t 1,093.( 1,937.¢ 2,177.
Benefits and expenses:
Insurance policy benefits 568.: 691.1 1,174.: 1,381.¢
Loss on sale of subsidiary, gain on reinsuranaesgretion and
transition expenses 4.5 (3.9 9.C 274.¢
Interest expense 25.2 24.: 46.€ 48.€
Amortization 73.7 64.¢ 139.¢ 131.¢
Loss on extinguishment or modification of debt 32.¢ .6 32.¢ .6
Other operating costs and expenses 182.2 201t 380.1 395.¢
Total benefits and expenses 886.¢ 978.¢ 1,782.¢ 2,232.¢
Income (loss) before income taxes 727 114.¢ 155.( (55.9
Income tax expense:
Tax expense on period income 25.¢ 40.2 55.4 79.2
Valuation allowance for deferred tax assets andratx items — (4.0 — 15.4
Net income (loss) $ 46.€ $ 781 $ 99.¢ $ (149.9
Earnings per common share:
Basic:
Weighted average shares outstanding 195,857,00 216,538,00 198,174,00 218,422,00
Net income (loss) $ 24 $ 3€ $ 5C $ (.69)
Diluted:
Weighted average shares outstanding 198,073,00 222,108,00 200,174,00 218,422,00
Net income (loss) $ 24 % 38 9 5C % (.69)

(a) No portion of the oth+thantemporary impairments recognized in the periodsvireeluded in other comprehensive inca

The accompanying notes are an integral part
of the consolidated financial statements.
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Dollars in millions)
(unaudited)

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
Net income (loss) $ 46.€ $ 781 $ 99.¢ $ (149.9
Other comprehensive income, before tax:
Unrealized gains (losses) for the period (1,016.) 479.1 (747.7) 872.¢
Amortization of present value of future profits aseferred
acquisition costs 99.4 (42.0 90.2 (119.9
Amount related to premium deficiencies assumingniie
unrealized gains (losses) had been realized 402.¢ (180.J) 310.: (417.¢)
Reclassification adjustments:
For net realized investment (gains) losses includeutkt
income (loss) 1.4 (9.7) 1.8 (35.7)
For amortization of the present value of futurefipsand
deferred acquisition costs related to net realingdstment
gains (losses) included in net income (loss) 3 A A .5
Unrealized gains (losses) on investments (512.¢) 247 .¢ (344.%) 300.1
Change related to deferred compensation plan 1.2 A4 2.5 7
Other comprehensive income (loss) before tax (511.9 247.¢ (342.2) 301.
Income tax (expense) benefit related to items ofiawlated other
comprehensive income (loss) 182.2 (87.9 121.¢ (107.7)
Other comprehensive income (loss), net of tax (329.9) 159.¢ (220.9 194.:
Comprehensive income (l0ss) $ (282.9 $ 238.C $ (120.7) $ 44.4

The accompanying notes are an integral part
of the consolidated financial statements.
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
(Dollars in millions)

(unaudited)
Common stock and Retained earnings
additional Accumulated other (accumulated
paid-in capital comprehensive incon deficit) Total
Balance, December 31, 2013 $ 4,095.C $ 731t $ 128.« % 4,955.;
Net loss — — (149.9) (149.9

Change in unrealized appreciation (deprecial
of investments (net of applicable income tax
expense of $106.8) — 193.7 — 193.7

Change in noncredit component of impairment
losses on fixed maturities, available for sale (net

of applicable income tax expense of $.3) — 6 — .6

Cost of common stock repurchased (136.6€) — — (136.€)

Dividends on common stock — — (26.2) (26.9)

Stock options, restricted stock and performat

units 7.€ — — 7.€
Balance, June 30, 2014 $ 3,966.( $ 926.1 $ 47.¢) $ 4,844.;
Balance, December 31, 2014 $ 3,734« $ 825.1 § 128t % 4,688.:

Net income — — 99.¢ 99.¢€

Change in unrealized appreciation (deprecia
of investments (net of applicable income tax
benefit of $122.3) — (220.9 — (220.9

Change in noncredit component of impairme
losses on fixed maturities, available for sale |

of applicable income tax expense of $.4) — 6 — .6

Cost of common stock repurchased (186.9 — — (186.9

Dividends on common stock — — (25.7) (25.7)

Stock options, restricted stock and performance

units 9.2 — — 9.2
Balance, June 30, 2015 $ 3,556.¢ $ 605.C $ 202« $ 4,364.;

The accompanying notes are an integral part
of the consolidated financial statements.
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
(Dollars in millions)

(unaudited)
Six months ended
June 30,
2015 2014
Cash flows from operating activities:
Insurance policy income $ 1,190.¢ $ 1,185.:
Net investment income 599.7 686.1
Fee revenue and other income 31.¢ 13.4
Insurance policy benefits (947.0 (1,049.)
Payment to reinsurer pursuant to long-term carébas reinsured — (590.9)
Interest expense (42.6) (45.2)
Deferrable policy acquisition costs (120.5 (116.9
Other operating costs (379.9 (396.9)
Taxes (2.€) (2.0)
Net cash from operating activities 330.4 (314.9 (»
Cash flows from investing activities:
Sales of investments 796.( 1,377.:
Maturities and redemptions of investments 982.¢ 1,007.:
Purchases of investments (2,182.9) (2,072.9)
Net sales (purchases) of trading securities (12.0) 12.1
Change in cash and cash equivalents held by variatgrest entities (82.9) 2.5
Cash and cash equivalents held by subsidiary twibeing sold — (164.9)
Other (11.2) (15.0
Net cash provided (used) by investing activities (508.5) 146.¢
Cash flows from financing activities:
Issuance of notes payable, net 909.( —
Payments on notes payable (797.7) (29.5)
Expenses related to extinguishment or modificatibdebt (17.¢) (.5
Issuance of common stock 3. 3.€
Payments to repurchase common stock (178.9 (133.¢
Common stock dividends paid (25.9) (26.3)
Amounts received for deposit products 584.% 677.7
Withdrawals from deposit products (645.9) (732.5)
Issuance of investment borrowings:
Federal Home Loan Bank 50.C 300.(
Related to variable interest entities 274.¢ 141.€
Payments on investment borrowings:
Federal Home Loan Bank (50.9) (317.9
Related to variable interest entities and other (86.9) (43.6)
Investment borrowings - repurchase agreements, net — 8.4
Net cash provided (used) by financing activities 20.¢ (152.7)
Net decrease in cash and cash equivalents (157.7%) (320.9
Cash and cash equivalents, beginning of period 611.€ 699.(
Cash and cash equivalents, end of period $ 453.¢  $ 378.¢

(a) Cash flows from operating activities refleatfiows in the 2014 period due to the payment tos@rer to transfer certain long-term care
business.



The accompanying notes are an integral part
of the consolidated financial statements.
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

BUSINESS AND BASIS OF PRESENTATION

The following notes should be read together withribtes to the consolidated financial statemetsidied in our 2014 Annual Report
on Form 10-K as retrospectively updated by the €nirReport on Form 8-K filed on May 11, 2015 refileg updated disclosures of operating
earnings performance measures.

CNO Financial Group, Inc., a Delaware corporati®NO"), is a holding company for a group of insurartompanies operating
throughout the United States that develop, mankdtsgiminister health insurance, annuity, individifalinsurance and other insurance
products. The terms "CNO Financial Group, IncCNO", the "Company", "we", "us", and "our" as usedhese financial statements refer to
CNO and its subsidiaries. Such terms, when uséeédoribe insurance business and products, refhetimsurance business and products of

CNO's insurance subsidiaries.

We focus on serving middle-income pre-retiree atoled Americans, which we believe are attractivrglerserved, high growth
markets. We sell our products through three distion channels: career agents, independent pregl(@eme of whom sell one or more of
our product lines exclusively) and direct marketing

Our unaudited consolidated financial statementscehormal recurring adjustments that, in the airof management, are necessary
for a fair statement of our financial position,ukts of operations and cash flows for the periogsented. As permitted by rules and
regulations of the Securities and Exchange Comorisghe "SEC") applicable to quarterly reports anrr 10-Q, we have condensed or
omitted certain information and disclosures norgnadtluded in financial statements prepared in ed&oce with accounting principles
generally accepted in the United States of AmgtiGRAAP"). We have reclassified certain amountsirthe prior periods to conform to the
2015 presentation. These reclassifications hawefflect on net income or shareholders' equity. uRg$or interim periods are not necessarily
indicative of the results that may be expectedaftull year.

The balance sheet at December 31, 2014, preseatehhhas been derived from the audited finarstakements at that date but does
not include all of the information and footnoteguiged by GAAP for complete financial statements.

When we prepare financial statements in conformitiy GAAP, we are required to make estimates asdragtions that significantly
affect reported amounts of various assets anditiabiand the disclosure of contingent assetsliabdities at the date of the financial
statements and revenues and expenses during thréimggperiods. For example, we use significatinestes and assumptions to calculate
values for deferred acquisition costs, the pregelue of future profits, fair value measurementsertain investments (including derivatives),
other-than-temporary impairments of investmentsetssand liabilities related to income taxes, lidé for insurance products, liabilities
related to litigation and guaranty fund assessraecttuals. If our future experience differs fromagl estimates and assumptions, our fina
statements would be materially affected.

The accompanying financial statements include toeants of the Company and its subsidiaries. Onsalidated financial statements
exclude transactions between us and our consdliddfitiates, or among our consolidated affiliates.

INVESTMENTS

We classify oufixed maturity securitiesinto one of two categories: (i) "available for sSal@hich we carry at estimated fair value with
any unrealized gain or loss, net of tax and relatfjdstments, recorded as a component of sharekbétpiity); or (ii) "trading" (which we
carry at estimated fair value with changes in stalbie recognized as net investment income (classis investment income from
policyholder and reinsurer accounts and other spgcirpose portfolios)).

Our trading securities include: (i) investmentsghased with the intent of selling in the near téosrgenerate income; (ii) investments
supporting certain insurance liabilities (includingestments backing the market strategies of aultibucket annuity products) and certain
reinsurance agreements; and (iii) certain fixedumiigt securities containing embedded derivativesibich we have elected the fair value
option. The change in fair value of the incomeeagating investments and investments supportingamae liabilities and reinsurance
agreements is recognized in income from policyho#el reinsurer accounts and other special-purposéolios (a component of net
investment income). The change in fair value ofiséies with embedded derivatives is recognizecktalized investment gains (losses).
Investment income related to
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

investments supporting certain insurance liabfia@d certain reinsurance agreements is substamtitdet by the change in insurance policy
benefits related to certain products and agreements

Accumulated other comprehensive income is primadgnprised of the net effect of unrealized apptewia(depreciation) on our
investments. These amounts, included in sharetsdleguity as of June 30, 2015 and December 34 2@kre as follows (dollars in
millions):

June 30, December 31,
2015 2014

Net unrealized appreciation (depreciation) on firgaturity securities, available for sale, ¢
which an other-than-temporary impairment loss heenlrecognized $ 64 $ 5.8
Net unrealized gains on all other investments 1,461.c 2,207.°
Adjustment to present value of future profits (a) (137.9) (149.9)
Adjustment to deferred acquisition costs (301.9) (390.5
Adjustment to insurance liabilities (82.6) (381.9)
Unrecognized net loss related to deferred compiemsplan (6.0 (8.5
Deferred income tax liabilities (335.5) (457.9)

Accumulated other comprehensive income $ 605.C $ 825.:

(&) The present value of future profits is theueahssigned to the right to receive future cashlivom contracts existing at September
10, 2003, the date Conseco, Inc., an Indiana catioor (our "Predecessor"), emerged from bankruptcy.

At June 30, 2015, adjustments to the present \a&fl@iture profits, deferred acquisition costs uirece liabilities and deferred tax
assets included $(119.0) million , $(140.5) millig®(82.6) million and $121.8 millionrespectively, for premium deficiencies that woeldst
on certain products (primarily long-term care)iifrealized gains on the assets backing such protladtbeen realized and the proceeds from
the sales of such assets were invested at theentwyields.

10
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

At June 30, 2015, the amortized cost, gross uizezhbains and losses, estimated fair value, dtfer-temporary impairments in
accumulated other comprehensive income of fixeduritegs, available for sale, and equity securitiese as follows (dollars in millions):

Other-than-
temporary
impairments
included in
accumulated
Gross Gross other
Amortized unrealized  unrealized Estimated  comprehensive
cost gains losses fair value income
Corporate securities $ 12,470. $ 1,189.7 $ (143.29 $ 13516.¢ $ =
United States Treasury securities and obligatidrignited
States government corporations and agencies 149.¢ 16.2 — 166.2 —
States and political subdivisions 2,000.¢ 215.¢ (15.0 2,201 —
Debt securities issued by foreign governments 1.8 A1 — 1.6 —
Asset-backed securities 1,338.¢ 70.4 (3.2 1,406.( —
Collateralized debt obligations 343.¢ 1.7 (1.2 344.: —
Commercial mortgage-backed securities 1,323.° 64.C (5.0 1,382.¢ —
Mortgage pass-through securities 3. 3 — 3.8 —
Collateralized mortgage obligations 1,125.° 76.C (:9) 1,201.°7 (3.0
Total fixed maturities, available for sale $ 18,758. $ 1,635: $ (168.¢) $ 20,224 $ (3.0)
Equity securities $ 418.¢ $ 16.2 $ 1.6) $ 433.c

The following table sets forth the amortized cowd astimated fair value of fixed maturities, aviaiéafor sale, at June 30, 2015 , by
contractual maturity. Actual maturities will difffom contractual maturities because certain eers may have the right to call or prepay
obligations with or without penalties. In additi@tructured securities (such as asset-backedisesucollateralized debt obligations,
commercial mortgage-backed securities, mortgage-fhmeugh securities and collateralized mortgadigations, collectively referred to as
"structured securities") frequently include prowiss for periodic principal payments and permit @eic unscheduled payments.

Estimated
Amortized fair

cost value

(Dollars in millions)
Due in one year or less $ 231¢ % 235.¢
Due after one year through five years 2,175.( 2,371,
Due after five years through ten years 2,213.( 2,365.:
Due after ten years 10,008.: 10,913.¢
Subtotal 14,622 15,886.:
Structured securities 4,135t 4,338
Total fixed maturities, available for sale $ 18,758. § 20,224.

11
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

Net Realized Investment Gains (Losses)

The following table sets forth the net realizedeistiment gains (losses) for the periods indicatetli in millions):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Fixed maturity securities, available for sale:
Gross realized gains on sale $ 115 $ 4¢ $ 26.z $ 46.4
Gross realized losses on sale (5.5 (3.0 (20.9 (8.5
Impairments:
Total other-than-temporary impairment losses — — 1.3 —
Other-than-temporary impairment losses recogniaextcumulated
other comprehensive income — — — —
Net impairment losses recognized — — (1.9 —
Net realized investment gains from fixed maturities 6.C 1.9 4.C 37.¢
Equity securities 5 7.8 3.C 7.8
Commercial mortgage loans — 1.1 2.3 1.1
Impairments of mortgage loans and other investments (7.9 — (7.9 (11.9
Gain on dissolution of a variable interest entity — — 11.2 —
Other (a) (8.7 1kt (9.9 .8
Net realized investment gains (losses) $ (10.) $ 124 $ (12 $ 35.¢

(a) Changes in the estimated fair value of tradiegurities that we have elected the fair valueoognd are still held as of the end of
the respective periods) were $(3.9) million andL$8illion for the six months ended June 30, 201& 2014 , respectively.

During the first six months of 2015 , we recognired realized investment losses of $1.2 milliorhjch were comprised of: (i) $1.0
million of net gains from the sales of investmel(ii3;an $11.3 million gain on the dissolution ofariable interest entity ("VIE"); (iii) the
decrease in fair value of embedded derivativese@lto a modified coinsurance agreement of $4.8ami| and (iv) $9.2 million of
writedowns of investments for other than tempodeglines in fair value recognized through net ineom

During the first six months of 2015 , a VIE thatswvaquired to be consolidated was dissolved. A ga#$l1.3 million was recognized
representing the difference between the borrowigsich VIE and the contractual distributions regdifollowing the liquidation of the
underlying assets.

During the first six months of 2014 , we recognired realized investment gains of $35.8 millionhjeth were comprised of: (i) $41.8
million of net gains from the sales of investmepismarily fixed maturities); (ii) the increase fiair value of certain fixed maturity
investments with embedded derivatives of $5.9 aiilli and (iii) $11.9 million of writedowns of inviesents for other than temporary declines
in fair value recognized through net income.

Our fixed maturity investments are generally pusgthin the context of various long-term strategieduding funding insurance
liabilities, so we do not generally seek to geresdtort-term realized gains through the purchadesale of such securities. In certain
circumstances, including those in which securiiesselling at prices which exceed our view ofrthederlying economic value, or when it is
possible to reinvest the proceeds to better medbag-term asset-liability objectives, we may smlttain securities.

During the first six months of 2015 , the $20.9limil of realized losses on sales of $181.7 millibixed maturity securities, availak
for sale included: (i) $.6 million of losses reldt® the sales of asset-backed securities; anfiZ@i)3 million related to various corporate
securities. Securities are generally sold at s flolowing unforeseen issue-specific events

12
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CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

or conditions or shifts in perceived risks. Thes@sons include but are not limited to: (i) chanigethe investment environment; (ii)
expectation that the market value could deteridiatder; (iii) desire to reduce our exposure tcaaget class, an issuer or an industry; (iv)
prospective or actual changes in credit qualityvdichanges in expected cash flows.

During the first six months of 2015 , we recogni#d2 million of impairment losses recorded in &ga which included: (i) a $1.3
million writedown on a fixed maturity due to issuggecific events; and (i) a $7.9 million writedowha legacy investment in a private
company that is being liquidated. We no longer hewe exposure to legacy private companies relat@avestments acquired by our
Predecessor.

During the first six months of 2014 , we recogni#dd .9 million of impairment losses recorded inngags which included: (i) a $3.9
million writedown of a commercial mortgage loanated to a property with expected occupancy chadlengnd (ii) $8.0 million of
impairments related to two legacy private compawestments where earnings and cash flows have eitha expectations assumed in our
previous valuations.

We regularly evaluate all of our investments witliealized losses for possible impairment. Ourssssent of whether unrealized
losses are "other than temporary" requires sigmifigudgment. Factors considered include: (i)ekient to which fair value is less than the
cost basis; (ii) the length of time that the faatue has been less than cost; (iii) whether thealized loss is event driven, credit-driven or a
result of changes in market interest rates orpigknium; (iv) the near-term prospects for speafients, developments or circumstances
likely to affect the value of the investment; (kigtinvestment's rating and whether the investnseimviestment-grade and/or has been
downgraded since its purchase; (vi) whether theeisis current on all payments in accordance vhiéhcontractual terms of the investment
and is expected to meet all of its obligations urile terms of the investment; (vii) whether wesird to sell the investment or it is more lik
than not that circumstances will require us to $elinvestment before recovery occurs; (viii) timelerlying current and prospective asset and
enterprise values of the issuer and the extentiohathe recoverability of the carrying value of davestment may be affected by changes in
such values; (ix) projections of, and unfavoralilanges in, cash flows on structured securitiesiding mortgage-backed and asset-backed
securities; (x) our best estimate of the valuenyf eollateral; and (xi) other objective and subjexfactors.

Future events may occur, or additional informatioety become available, which may necessitate futakized losses in our
portfolio. Significant losses could have a mataeaidverse effect on our consolidated financialestegnts in future periods.

Impairment losses on equity securities are receghiiz net income. The manner in which impairmessés on fixed maturity
securities, available for sale, are recognizethénfinancial statements is dependent on the factcmcumstances related to the specific
security. If we intend to sell a security or in®re likely than not that we would be requiredédl a security before the recovery of its
amortized cost, the security is other-than-temglgrampaired and the full amount of the impairméntecognized as a loss through
earnings. If we do not expect to recover the airexitcost basis, we do not plan to sell the seguaitd if it is not more likely than not that "
would be required to sell a security before th@vecy of its amortized cost, less any current gkdedit loss, the recognition of the other-
than-temporary impairment is bifurcated. We reépghe credit loss portion in net income and tbheanedit loss portion in accumulated
other comprehensive income.

We estimate the amount of the credit loss compookatfixed maturity security impairment as thefeliénce between amortized cost
and the present value of the expected cash flowlseofecurity. The present value is determinedigusie best estimate of future cash flows
discounted at the effective interest rate implicithe security at the date of purchase or theeatiield to accrete an asset-backed or floating
rate security. The methodology and assumptionsstablishing the best estimate of future cash<leary depending on the type of security.

For most structured securities, cash flow estimatesased on bond specific facts and circumstahegésnay include collateral
characteristics, expectations of delinquency arfdulerates, loss severity, prepayment speeds aactgral support, including excess spread,
subordination and guarantees. For corporate baadb, flow estimates are derived from scenario<astcomes of expected corporate
restructurings or the disposition of assets usmmpspecific facts and circumstances. The prevémogrtized cost basis less the impairment
recognized in net income becomes the security'sausivbasis. We accrete the new cost basis testimaated future cash flows over the
expected remaining life of the security, except mitee security is in default or considered nonpenfog.
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The remaining noncredit impairment, which is reealih accumulated other comprehensive incomecgiglifference between the
security's estimated fair value and our best eséirobfuture cash flows discounted at the effeciiterest rate prior to impairment. The
remaining noncredit impairment typically represesftanges in the market interest rates, current@diduidity and risk premiums. As of
June 30, 2015, other-than-temporary impairmertisided in accumulated other comprehensive incon&3df million (before taxes and
related amortization) related to certain structuwsecurities.

The following table summarizes the amount of créxises recognized in earnings on fixed maturitpgges, available for sale, held
at the beginning of the period, for which a portafrihe other-than-temporary impairment was alsogeized in accumulated other
comprehensive income for the three and six montds@ June 30, 2015 , and 2014 (dollars in millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014

Credit losses on fixed maturity securities, avdddbr sale,

beginning of period $ 1.00 $ 1.9 $ 1.0 $ (1.9
Add: credit losses on other-than-temporary impeirta not
previously recognized — — — —

Less: credit losses on securities sold — A — A
Less: credit losses on securities impaired duatemt to sel

(a) — — — —
Add: credit losses on previously impaired seoesiti — — — —
Less: increases in cash flows expected on prelyious

impaired securities — — — —

Credit losses on fixed maturity securities, avdddbr sale, end o ~
period $ 1.0 $ 1.2 $ 1.0 $ 1.2

(a) Represents securities for which the amountipusly recognized in accumulated other comprelvenisicome was recognized in
earnings because we intend to sell the securityeomore likely than not will be required to sektbecurity before recovery of its
amortized cost basis.

Gross Unrealized Investment Losses
Our investment strategy is to maximize, over aasost period and within acceptable parameters alfitgand risk, investment incon
and total investment return through active investrmeanagement. Accordingly, we may sell securdits gain or a loss to enhance the

projected total return of the portfolio as markpportunities change, to reflect changing perceptiirisk, or to better match certain
characteristics of our investment portfolio witke ttorresponding characteristics of our insuraratglifies.

14




Table of Contents
CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

The following table summarizes the gross unrealieedes and fair values of our investments wittealized losses that are not dee
to be other-than-temporarily impaired, aggregatethizestment category and length of time that ssesturities have been in a continuous
unrealized loss position, at June 30, 2015 (doitarsillions):

Less than 12 months 12 months or greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Description of securities value losses value losses value losses
United States Treasury securities an
obligations of United States
government corporations and agenc $ 7€ $ — — $ — 3 76 $ —
States and political subdivisions 213.¢ (9.9 24.¢ (5.6 238.: (15.0
Corporate securities 1,942 (125.2) 184.1 (18.0 2,126.¢ (143.9)
Asset-backed securities 241.F (2.5 54.: (.7 295.¢ (3.2
Collateralized debt obligations 108.2 (.6) 46.1 (.6) 154.: (1.2
Commercial mortgage-backed
securities 175.€ (5. 4.7 — 180.: (5.7
Mortgage pass-through securities — — 3 — 3 —
Collateralized mortgage obligations 68.4 (.5) 24.2 (.4) 92.¢ (.9
Total fixed maturities, available fc
sale $ 2,757 $ (143.%) $ 338. $ (25.%9) $ 3,095.6 $ (168.6)
Equity securities $ 118.2 % 1.4 $ 1€ $ (2 ¢ 119.¢ $ (1.6)

The following table summarizes the gross unreallasges and fair values of our investments wittealized losses that are not deel
to be other-than-temporarily impaired, aggregatethizestment category and length of time that sseturities have been in a continuous
unrealized loss position, at December 31, 20144doin millions):

Less than 12 months 12 months or greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Description of securities value losses value losses value losses
United States Treasury securities an
obligations of United States
government corporations and agenc $ 121 $ (1) $ 4€ $ — 3 16.7 $ (.1
States and political subdivisions 13.2 (.3 44t (2.7 57.7 (3.0
Corporate securities 985.( (65.9) 297.t (19.2) 1,282.! (85.])
Asset-backed securities 91.2 (1.3 60.t (2. 151.5 (3.9
Collateralized debt obligations 184.2 (3.9 — — 184.2 (3.9
Commercial mortgage-backed
securities 46.7 (.5) — — 46.7 (.5
Mortgage pass-through securities 5 — A — .6 —
Collateralized mortgage obligations 79.C (.8) 32.C (.5) 111.C 2.3
Total fixed maturities, available fc
sale $ 1,411¢ $ (72.59) $ 439.2 % (245 $ 1,851.. $ (96.¢)
Equity securities $ 132 % (6) % 5 ¢ — 137 (.6)

Based on management's current assessment of irergstmith unrealized losses at June 30, 2015Ctmepany believes the issuers of
the securities will continue to meet their obligas (or with respect to equity-type securities,ittvestment value will recover to its cost
basis). While we do not have the intent to sallsiéies with unrealized losses and it is not mikely than not that we will be required to sell
securities with unrealized losses prior to theticypated recovery,
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our intent on an individual security may changesdobhupon market or other unforeseen developmémisuch instances, if a loss is
recognized from a sale subsequent to a balancé déitsedue to these unexpected developments, shédoecognized in the period in which
we had the intent to sell the security before iiscgpated recovery.

Repurchase agreements

We may enter into agreements under which we selirg&s subject to an obligation to repurchasestrme securities. These
repurchase agreements are accounted for as caliaéer financing arrangements and not as a sals@pskquent repurchase of securities.
The obligation to repurchase the securities i®otéld as investment borrowings in the Company'sal@ated balance sheet, while the
securities underlying the repurchase agreementaineémthe respective investment asset accountx€Tik no offsetting or netting of the
investment securities assets with the repurchaseagent liabilities. In addition, as the Companggloot currently have any outstanding
reverse repurchase agreements, there is no sisgttoff) to be done with the repurchase agreements.

The right of offset for a repurchase agreementméses a secured borrowing, whereby the collatemalldrbe used to settle the fair
value of the repurchase agreement should the Conpaim default under the agreement (e.qg., failméie an interest payment to the
counterparty). If the counterparty were to deféelg., declare bankruptcy), the Company could daheerepurchase agreement (i.e., cease
payment of principal and interest), and attemplectibn on the amount of collateral value in exagfsthe repurchase agreement fair value.
The collateral is held by a third party financiadtitution in the counterparty's custodial accotihie counterparty has the right to sell or
repledge the investment securities. Offsettingld&aes are included in the note to the consoliifitancial statements entitled "Accounting
for Derivatives".

EARNINGS PER SHARE

A reconciliation of net income and shares useditoutate basic and diluted earnings per sharefisliasvs (dollars in millions and
shares in thousands):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Net income (loss) for basic and diluted earningsshare $ 46.6 $ 781 $ 996 $ (149.9
Shares:
Weighted average shares outstanding for basicreggmier share 195,85 216,53t 198,17- 218,42:
Effect of dilutive securities on weighted averabarss (a):
Stock options, restricted stock and performancesuni 2,21¢ 2,39( 2,00¢ —
Warrants — 3,18( — —
Weighted average shares outstanding for diluteximgs per shar: 198,07 222,10¢ 200,17¢ 218,42

(@) Inthe six months ended June 30, 2014 , 50887equivalent common shares (comprised of 2,464s8@res related to stock options,
restricted stock and performance units and 3,223sbares related to warrants) were not includeterdiluted weighted average
shares outstanding, because their inclusion woaNe been antidilutive in such period due to theloe recognized by the Compe
resulting from the sale of Conseco Life Insuranoengany ("CLIC").

Basic earnings per common share is computed bgidiyinet income by the weighted average numbeowinaon shares outstanding
for the period. Restricted shares (including cenfgrmance units) are not included in basic eas\pey share until vested. Diluted earnings
per share reflect the potential dilution that contdur if outstanding stock options and warrantsevexercised and restricted stock was
vested. The dilution from options, restricted sisaand warrants (until they were repurchased ineBaper 2014) is calculated using the
treasury stock method. Under this method, we asstmproceeds from the exercise of the optionsaarcants (or the unrecognized
compensation expense with respect to restrictadk stod performance units) will be used to purctsmseres of our common stock at the
average market price during the
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period, reducing the dilutive effect of the exeecis the options and warrants (or the vesting efréistricted stock and performance units).

BUSINESS SEGMENTS

The Company manages its business through the foltpaperating segments: Bankers Life, Washingtotiadal and Colonial Penn,
which are defined on the basis of product distidyuytand corporate operations, comprised of holdimgpany activities and certain
noninsurance company businesses.

Effective January 1, 2015, we changed our definitibpre-tax operating income to exclude the impddair market value changes
related to the agent deferred compensation plangesiuch impacts are not indicative of our ongainginess and trends in our business. Prior
periods have been revised, as applicable, to conforour current presentation. Pre-tax income tdmpacted by this change. We measure
segment performance by excluding the net loss esale of CLIC and gain on reinsurance transactitesearnings of CLIC prior to being
sold on July 1, 2014, net realized investment gdosses), fair value changes in embedded deriwditibilities (net of related amortization),
fair value changes in the agent deferred compemsatan, loss on extinguishment or modificatiomdebt, income taxes and other non-
operating items consisting primarily of equity iareings of certain non-strategic investments amdiegs attributable to VIEs ("pre-tax
operating earnings") because we believe that grifopnmance measure is a better indicator of theimggbusiness and trends in our
business. Our primary investment focus is on itnaeat income to support our liabilities for insucarproducts as opposed to the generation
of net realized investment gains (losses), anahg-term focus is necessary to maintain profitapiwer the life of the business.

The net loss on the sale of CLIC and gain on rdleéésurance transaction, the earnings of CLIGrgad being sold, net realized
investment gains (losses), fair value changes inegitied derivative liabilities (net of related arnmation), fair value changes in the agent
deferred compensation plan, loss on extinguishmentodification of debt and other non-operatingniseconsisting primarily of equity in
earnings of certain non-strategic investments andiegs attributable to VIEs depend on market dionl or represent unusual items that do
not necessarily relate to the underlying businéssipsegments. Net realized investment gainséssand fair value changes in embedded
derivative liabilities (net of related amortizatjanay affect future earnings levels since our ulyitey business is long-term in nature and
changes in our investment portfolio may impact ahitity to earn the assumed interest rates needadhintain the profitability of our
business.
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Operating information by segment was as followdléle in millions):

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
Revenues:
Bankers Life:
Insurance policy income:
Annuities $ 6.1 $ 7.7 116 ¢ 15.2
Health 313.1 320. 628.¢ 651.(
Life 94.7 79.¢ 185.¢ 158.2
Net investment income (a) 225.% 247.€ 451.7 472.C
Fee revenue and other income (a) 6.5 5.8 12.¢ 11.1
Total Bankers Life revenues 645.¢ 661. 1,291.: 1,307.!
Washington National:
Insurance policy income:
Annuities 7 1.4 1.€ 2.4
Health 152.7 148.¢ 304.¢ 297.7
Life 6.2 6.5 12.€ 12.2
Net investment income (a) 63.1 71.¢ 128.% 140.¢
Fee revenue and other income (a) .3 .2 7 4
Total Washington National revenues 223.( 228.7 448.t 453.t
Colonial Penn:
Insurance policy income:
Health .8 .9 1.€ 1.¢
Life 65.¢ 60.¢ 129.c 120.c
Net investment income (a) 10.¢ 10.t 21.t 21.2
Fee revenue and other income (a) .2 3 5 5
Total Colonial Penn revenues 77.€ 72.5 152.¢ 143.¢
Corporate operations:
Net investment income 2.8 5.7 9.5 12.7
Fee and other income 2.2 .2 4.1 2.7
Total corporate revenues &.C 7.C 13.€ 15.4
Total revenues 951.2 969.7 1,906.: 1,920.:

(continued on next page)
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(continued from previous page)

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
Expenses:
Bankers Life:
Insurance policy benefits $ 410.7 % 427.¢ % 816.C $ 842.¢
Amortization 47.7 45.4 99.: 93.€
Interest expense on investment borrowings 2.1 1.¢ 4.2 3.8
Other operating costs and expenses 98.7 98.¢ 203.( 195.€
Total Bankers Life expenses 559.2 574.1 1,122 1,135.¢
Washington National:
Insurance policy benefits 143.¢ 132.¢ 279.( 264.€
Amortization 13.7 16.C 29.C 328
Interest expense on investment borrowings 85 85 9 9
Other operating costs and expenses 44.¢ 47.1 91.C 92.5
Total Washington National expenses 202.¢ 196.4 399.¢ 390.1
Colonial Penn:
Insurance policy benefits 47.¢ 43.2 96.£ 87.¢
Amortization 3.7 3.8 .3 7.8
Other operating costs and expenses 21.¢ 21.7 50.¢ 50.€
Total Colonial Penn expenses 73.4 68.7 154.¢ 146.%
Corporate operations:
Interest expense on corporate debt 11.¢ 111 22.4 22.2
Interest expense on investment borrowings i — A1 —
Other operating costs and expenses 9.6 10.7 19.¢ 25.1
Total corporate expenses 21.¢ 21.¢ 42.5 47.c
Total expenses 857.¢ 861.( 1,719. 1,719.¢
Pre-tax operating earnings by segment:
Bankers Life 86.4 87.4 168.¢ 171.¢
Washington National 20.1 32.% 48.€ 63.£
Colonial Penn 4.2 3.8 1.7 (2.9
Corporate operations (16.9) (14.¢) (28.7) (31.9
Pre-tax operating earnings $ 93.t § 1087 $ 186.t $ 200.i

(a) Itis not practicable to provide additional compotseof revenue by product or servic
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A reconciliation of segment revenues and expertsesrsolidated revenues and expenses and net ingossgis as follows (dollars in

millions):

Three months ended

Six months ended

Total segment
revenues

Net realized investment gains (losses)

Revenues related to certain non-strategic invedsrard earnings
attributable to VIES

Fee revenue related to transition and supportses\agreements
Revenues of CLIC prior to being sold

Consolidated
revenues

Total segment
expenses

Insurance policy benefits - fair value changesmibedded derivativ
liabilities

Amortization related to fair value changes in entwetiderivative
liabilities

Amortization related to net realized investmennhgai

Expenses related to certain non-strategic invedsrand expenses
attributable to VIEs

Fair value changes related to agent deferred cosagien plan
Loss on extinguishment or modification of debt

Loss on sale of subsidiary, gain on reinsuranaesretion and
transition expenses

Expenses related to transition and support serggesements
Expenses of CLIC prior to being sold

Consolidated
expenses

Income (loss) before tax
Income tax expense:
Tax expense on period income
Valuation allowance for deferred tax assets andratx items

Net income (loss)

June 30, June 30,
2015 2014 2015 2014
$ 951.7 969.7 $ 1,906.. $ 1,920.:
(10.7) 11.7 (12.5) 33.C
10.¢ 7.3 29.2 13.€
7.5 — 15.C —
— 104.: — 210.¢
959.t 1,093.( 1,937.¢ 2,177
857.¢ 861.( 1,719.: 1,719.¢
(34.0 10.1 17.)) 25.2
8.3 (2.7 4.1 (6.9
3 A 5
12.C 10.2 22t 19.¢
— 11.¢ — 11.¢
32.¢ .6 32.¢ .6
4.5 (3.9 9.C 274.¢
5.5 — 12.1 —
— 91.2 — 187.¢
886.¢ 978.¢ 1,782.¢ 2,232.¢
72.7 114.¢ 155.C (55.9)
25.¢ 40.2 55.4 79.2
— (4.0 — 15.4
$ 46.¢& 781 $ 99.¢ $ (249.9
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ACCOUNTING FOR DERIVATIVES

Our freestanding and embedded derivatives, noméhiwh are designated as hedging instruments, ddeahéair value and are
summarized as follows (dollars in millions):

Fair value
June 30, December 31,
2015 2014
Assets:
Other invested assets:
Fixed index call options $ 63.6 $ 107.2
Interest rate futures (-1 (-2
Reinsurance receivables (2.3 2.C
Total assets $ 614 $ 109.(
Liabilities:
Future policy benefits:
Fixed index products $ 1,074 $ 1,081t
Total liabilities $ 10740 $ 1,081

Our fixed index products provide a guaranteed mimmrate of return and a higher potential return ihéased on a percentage (the
"participation rate") of the amount of increaséhia value of a particular index, such as the Stah&aPoor's 500 Index, over a specified
period. Typically, on each policy anniversary dat@ew index period begins. We are generally tbihange the participation rate at the
beginning of each index period during a policy ysabject to contractual minimums. The Companyaats for the options attributed to the
policyholder for the estimated life of the contrastembedded derivatives. These accounting regeiresnoften create volatility in the
earnings from these products. We typically buy options (including call spreads) referenced toapglicable indices in an effort to offset or
hedge potential increases to policyholder bensdgslting from increases in the particular indextach the policy's return is linked. The
notional amount of these options was $2.4 billibdume 30, 2015 . Such amount did not fluctuateiogntly during the first six months of
2015 and 2014.

We utilize United States Treasury interest ratareg primarily to hedge interest rate risk reldtednticipated mortgage loan
transactions.

We are required to establish an embedded deriveglaged to a modified coinsurance agreement patsoavhich we assume the risks
of a block of health insurance business. The emdxbdérivative represents the mark-to-market adjestrfor approximately $152 million in
underlying investments held by the ceding reinsurer

We purchase certain fixed maturity securities tmaitain embedded derivatives that are requiree todid at fair value on the

consolidated balance sheet. We have elected thedfiaie option to carry the entire security at faifue with changes in fair value reported in
net income.
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The following table provides the pre-tax gains gk recognized in net income for derivative imatnts, which are not designated as
hedges for the periods indicated (dollars in nmiléip

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Net investment income from policyholder and reiesw@ccounts
and other special-purpose portfolios:
Fixed index call options $ (59 $ 31 % (8.0 $ 36.7
Embedded derivative related to reinsurance contract — . — (1.9
Total (5.9 31t (8.0) 35.2
Net realized gains (losses):
Interest rate futures A (1.9 (1.6) (4.€)
Embedded derivative related to modified coinsuraagreemen (5.7) — 4.3 —
Total (5.6) (1.9 (5.9 (4.6
Insurance policy benefits:
Embedded derivative related to fixed index annsitie 35.2 (10.9) 17.t (26.¢)
Total $ 23¢ $ 18.6 % 3€ $ 3.¢

Derivative Counter party Risk

If the counterparties to the call options fail teehtheir obligations, we may recognize a loss. liii2 our exposure to such a loss by
diversifying among several counterparties belieteebe strong and creditworthy. At June 30, 204®b of our counterparties were rated "A-"
or higher by Standard & Poor's Corporation ("S&P").

The interest rate future contracts are effecteauttih regulated exchanges. Such positions are méokadrket and margined on a ds
basis. The Company has minimal exposure to cretfited losses in the event of nonperformance.

The Company and its subsidiaries are parties taenastting arrangements with its counterpartiésted to entering into various
derivative contracts. Exchange-traded derivatieggiire margin accounts which we offset.
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The following table summarizes information relatedierivatives and repurchase agreements with masteéng arrangements or
collateral as of June 30, 2015 and December 34 gfddllars in millions):

Gross amounts not offset in
the balance sheet

Gross Gross amounts Net amounts of Cash
amounts offset in the assets presented in  Financial collateral Net
recognized balance sheet the balance sheet instruments received amount
June 30, 2015:
Fixed index call options $ 63.6 $ — 3 63.6 $ — — $ 63¢
Interest rate futures (.2) .8 7 — — 7
Repurchase agreements (a) 20.4 — 20.4 20.4 — —
December 31, 2014:
Fixed index call options 107.2 — 107.z — — 107.z
Interest rate futures (-2 1kt 1.2 — — 3
Repurchase agreements (a) 20.¢ — 20.4 20.¢ — —

(a) As of June 30, 2015 and December 31, 201dsethgreements were collateralized by investmentisies with a fair value of $25.4
million and $25.3 million , respectively.

REINSURANCE

The cost of reinsurance ceded totaled $33.3 mitlioth $55.4 million in the second quarters of 20d&% 2014 , respectively, and $67.2
million and $107.5 million in the first six montle$ 2015 and 2014 , respectively. We deduct th& from insurance policy
income. Reinsurance recoveries netted againstansa policy benefits totaled $53.8 million and $6tillion in the second quarters of 2015
and 2014 , respectively, and $93.2 million and $824illion in the first six months of 2015 and 201#spectively.

From time-to-time, we assume insurance from otberganies. Any costs associated with the assumpfiorsurance are amortized
consistent with the method used to amortize dedemogjuisition costs. Reinsurance premiums asstotgiéd $9.9 million and $3.8 million
in the second quarters of 2015 and 2014 , respgtiand $19.8 million and $14.7 million in thesfisix months of 2015 and 2014 ,
respectively. In the first quarter of 2014 , prems assumed included $6.8 million of premium adpestts on prescription drug plan ("PDP")
business related to periods prior to the termimatiba quota-share reinsurance agreement with Govelealth Care ("Coventry") in August
2013. We continue to receive distribution inconmfrCoventry for PDP business sold through our Bemkiée segment.

In the second quarter of 2014, we recaptured &khdbmnterest-sensitive life business that was jmesly ceded under a modified
coinsurance agreement. The recapture of this blegldted in a gain related to reinsurance transactf $3.8 million .
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INCOME TAXES

The Company's interim tax expense is based upoedtiraated annual effective tax rate for the refpeperiod. Under authoritative
guidance, certain items are required to be excldied the estimated annual effective tax rate datan. Such items include changes in
judgment about the realizability of deferred tageds resulting from changes in projections of ine@xrpected to be available in future ye
and items deemed to be unusual, infrequent, orcdranot be reliably estimated. In these casesa¢h&l tax expense or benefit applicable to
that item is treated discretely and is reportethésame period as the related item. Discrete ifgmsarily include the loss on the sale of
CLIC of $278.6 million in the six months ended J&@ 2014 . The components of income tax expersasfollows (dollars in millions):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Current tax expense $ 33 ¢ 3¢ % 6.2 $ 6.1
Deferred tax expense 22.€ 36.4 49.C 73.2
Income tax expense calculated based on estimatethbeffective
tax rate 25.¢ 40.: 55.2 79.5
Income tax expense on discrete items:
Tax expense related to the sale of CLIC — — — 19.4
Other items — (4.0) 2 (4.0
Total income tax expense $ 25¢ $ 36.2 % 554 § 94.7
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A reconciliation of the U.S. statutory corporate tate to the estimated annual effective rate, fieefiiscrete items, reflected in the
consolidated statement of operations is as follows:

Six months ended

June 30,
2015 2014
U.S. statutory corporate rate 35.C% 35.C%
Non-taxable income and nondeductible benefits, net (1.0 (2.0
State taxes 1.€ 1.t
Estimated annual effective tax rate 35.€% 35.5%

The components of the Company's income tax assdtkabilities are summarized below (dollars inlioits):

June 30, December 31,
2015 2014
Deferred tax assets:

Net federal operating loss carryforwards $ 1,001 $ 1,048.:
Net state operating loss carryforwards 14.: 15.2
Tax credits 50.: 47.2
Capital loss carryforwards A —
Investments 47.C 59.7
Insurance liabilities 589.: 585.¢
Other 61.1 67.3
Gross deferred tax assets 1,763.: 1,823.°

Deferred tax liabilities:
Present value of future profits and deferred adtijpiscosts (309.]) (320.5
Accumulated other comprehensive income (335.9) (457.9)
Gross deferred tax liabilities (644.€) (777.9)
Net deferred tax assets before valuation allowance 1,118.° 1,045.¢
Valuation allowance (246.0 (246.0)
Net deferred tax assets 872.% 799.¢
Current income taxes accrued (44.9) (41.7
Income tax assets, net $ 827.¢ §$ 758.1

Our income tax expense includes deferred incomestaxising from temporary differences between itential reporting and tax ba:
of assets and liabilities, capital loss carryfordgaand net operating loss carryforwards ("NOLs'§fddred tax assets and liabilities are
measured using enacted tax rates expected to mpibly years in which temporary differences arecetgd to be recovered or paid. The
effect of a change in tax rates on deferred tagtasmnd liabilities is recognized in earnings ia preriod when the changes are enacted.

A reduction of the net carrying amount of defert&xiassets by establishing a valuation allowanceguired if, based on the available
evidence, it is more likely than not that such esaéll not be realized. In assessing the needfealuation allowance, all available evidence,
both positive and negative, shall be consideretktermine whether, based on the weight of thatewd, a valuation allowance for deferred
tax assets is needed. This assessment requiréicsighjudgment and considers, among other matteesnature, frequency and severity of
current and cumulative losses, forecasts of fupuoditability, the duration of carryforward perigdsur experience with operating loss and tax
credit carryforwards expiring unused, and tax piagstrategies. We evaluate the need to estabNsituation allowance for our deferred
income tax assets
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on an ongoing basis. The realization of our detetas assets depends upon generating sufficiemtefuéxable income of the appropriate t
during the periods in which our temporary differeedecome deductible and before our capital lasgfoavards and life and non-life NOLs
expire.

Based on our assessment, it appears more likatyrtbithat $872.7 million of our net deferred tasets of $1,118.7 million will be
realized through future taxable earnings. Accorlyinge have established a deferred tax valuatimwaince of $246.0 million at June 30,
2015 . We will continue to assess the need fol@atian allowance in the future. If future resut® less than projected, an increase to the
valuation allowance may be required to reduce #ierded tax asset, which could have a material @hpa our results of operations in the
period in which it is recorded.

We use a deferred tax valuation model to assegsethe for a valuation allowance. Our model is adjliso reflect changes in our
projections of future taxable income including ches resulting from investment trading strategiesisurance transactions and the impact of
the sale of CLIC. Our estimates of future taxabhmme are based on evidence we consider to betivkj@end verifiable.

Our projection of future taxable income for purposédetermining the valuation allowance is basedwr adjusted average annual
taxable income for the last three years plus: 8)percent core growth factor; and (ii) an addiioh percent increase which primarily reflects
the impact of the investment trading strategiesmetad in 2013 (which grade off over time). The r@ggite 4 percent factor is used to
increase taxable income over the next five years l@vel taxable income is assumed thereaftehdrptojections used for our analysis, our
three year average taxable income was approxim&ga9 million . Approximately $50 million of the ment three year average relates to
non-life taxable income and $270 million relatedifmincome.

Recovery of our deferred tax asset is dependentbigving the level of future taxable income prtgeldn our deferred tax valuation
model and failure to do so could result in an iaseein the valuation allowance in a future periéay future increase in the valuation
allowance may result in additional income tax exggeand reduce shareholders' equity, and such seaBe could have a significant impact
upon our earnings in the future.

The Internal Revenue Code (the "Code") limits thieet to which losses realized by a non-life entitlyentities) may offset income
from a life insurance company (or companies) tolélsser of: (i) 35 percent of the income of tle ihsurance company; or (ii) 35 percent of
the total loss of the non-life entities (includiN@Ls of the non-life entities). There is no similianitation on the extent to which losses
realized by a life insurance entity (or entitiegynoffset income from a non-life entity (or entijeThis limitation is the primary reason a
valuation allowance for NOL carryforwards is reeuair

Section 382 of the Code imposes limitations onrpa@tion's ability to use its NOLs when the compandergoes an ownership
change. Future transactions and the timing of s@fsactions could cause an ownership changesefdidd 382 income tax purposes. Such
transactions may include, but are not limited tliional repurchases under our securities repgeepeaogram, issuances of common stock
and acquisitions or sales of shares of CNO stoasebain holders of our shares, including persohs tave held, currently hold or may
accumulate in the future five percent or more af@utstanding common stock for their own accouviiny of these transactions are beyond
our control. If an additional ownership change evier occur for purposes of Section 382, we wouldeogiired to calculate an annual
restriction on the use of our NOLs to offset futtarable income. The annual restriction would dlewdated based upon the value of CNO's
equity at the time of such ownership change, miigtipby a federal long-term tax exempt rate ( 20B€cent at June 30, 2015 ), and the annual
restriction could limit our ability to use a subdial portion of our NOLSs to offset future taxaliteome. We regularly monitor ownership
change (as calculated for purposes of Section &8@)as of June 30, 2015 , we were below the Séepeownership change level that would
trigger further impairment of our ability to utibBzour NOLs.
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As of June 30, 2015, we had $2.9 billion of fedl&l@Ls. The following table summarizes the expoatdates of our loss
carryforwards assuming the Internal Revenue SefViRS") ultimately agrees with the position we kaaken with respect to the loss on our
investment in Conseco Senior Health Insurance Cagpng&€SHI") and other uncertain tax positions(ddlan millions):

Year of expiration Net operating loss carryforwards Total loss

Life Non-life carryforwards

2023 $ 715.C $ 1,983.C $ 2,698.(

2025 — 91t 91t

2026 — 207.4 207.4

2027 — 4.¢ 4.¢

2028 — 203.% 203.%

2029 — 146.¢ 146.¢

2032 — 44.C 44.C

2035 — 4.7 4.7

Subtotal 715.( 2,685.¢ 3,400.¢

Less:

Unrecognized tax benefits (342.9 (197.9 (540.9)
Total $ 3721 % 2,488.« $ 2,860.!

In addition, we had $.2 million of capital loss igdorwards that expire in 2020.

We had deferred tax assets related to NOLs foe stabme taxes of $14.3 million and $15.2 milliadidane 30, 2015 arldecember 3:
2014 , respectively. The related state NOLs aadl@ie to offset future state taxable income iriaia states through 2025.

We recognized an $878 million ordinary loss oniowestment in CSHI which was worthless when it wassferred to an independent
trust in 2008. Of this loss, $742 million has beeported as a life loss and $136 million as a rifenldss. The IRS has disagreed with our
ordinary loss treatment and believes that it shbeléreated as a capital loss, subject to a fiee garryover. If the IRS position is ultimately
determined to be correct, $473 million would haxpieed unused in 2013. Due to this uncertainty haee not recognized a tax benefit of
$166.0 million . However, if this unrecognized tzenefit would have been recognized, we would ats@lestablished a valuation allowance
of $34.0 million at June 30, 2015 .

We currently expect to utilize all of our remainilifig NOLs in 2016, absent a favorable IRS positionthe classification of the loss on
our investment in CSHI. After all of the life NOlase utilized, we will begin making cash tax paynsesqual to the effective federal tax rate
applied to 65 percent of our life insurance compixable income due to the limitations on the eixtenvhich we can use non-life NOLs to
offset life insurance company taxable income. Wik aeintinue to pay tax on only 65 percent of ofe Insurance company taxable income
until all non-life NOLs are utilized or expire.

Tax years 2004 and 2008 through 2014 are openamieation by the IRS. The Company's various stefeme tax returns are
generally open for tax years 2011 through 2014dasethe individual state statutes of limitatiorer@rally, for tax years which generate
NOLs, capital losses or tax credit carryforwartig, $tatute of limitations does not close untilélpiration of the statute of limitations for t
tax year in which such carryforwards are utilized.
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NOTES PAYABLE - DIRECT CORPORATE OBLIGATIONS

The following notes payable were direct corpordifigations of the Company as of June 30, 2015 aecebber 31, 2014 (dollars in
millions):

June 30, December 31,
2015 2014

4.500% Senior Notes due May 2020 $ 325.C $ —
5.250% Senior Notes due May 2025 500.( —
New Revolving Credit Agreement (as defined below) 100.C —
Previous Senior Secured Credit Agreement (as difieéow) — 522.1
6.375% Senior Secured Notes due October 2020 §tB&5% Notes") — 275.(
Unamortized discount on Previous Senior SecurediCAgreement — (2.7
Direct corporate obligations $ 925.C $ 794.4

New Notes

On May 19, 2015, the Company executed the Indentiated as of May 19, 2015 (the "Base Indentunetl)the First Supplemental
Indenture, dated as of May 19, 2015 (the "Suppleéaténdenture” and, together with the Base Indemttive "Indenture"), between the
Company and Wilmington Trust, National Associatias trustee (the "Trustee") pursuant to which tamg@any issued $325.0 million
aggregate principal amount of 4.500% Senior Notes2020 (the "2020 Notes") and $500.0 million aggte principal amount of 5.250%
Senior Notes due 2025 (the "2025 Notes" and, tagetfith the 2020 Notes, the "Notes").

The Company used the proceeds of the offeringeof\ibtes, together with borrowings under the NewdRerg Credit Agreement (as
defined below): (i) to repay all amounts outstagdimder the Company's Previous Senior Secured tGkgdeement (as defined below); (ii)
redeem and satisfy and discharge all of the oulstgr6.375%Notes; and (iii) to pay fees and expenses relat¢lde offering of the Notes a
the foregoing transactions. The remaining proceédse Notes and the borrowings under the New RawgICredit Agreement will be used
for general corporate purposes, including sharercases.

The 2020 Notes will mature on May 30, 2020, and2B25 Notes will mature on May 30, 2025. Interesttte 2020 Notes will be
payable at 4.500% per annum. Interest on the 2@28d\will be payable at 5.250% per annum. Inteyedghe Notes will be payable semi-
annually in cash in arrears on May 30 and Nover8basf each year, commencing on November 30, 2015.

The Notes are the Company's senior unsecured tibligeand rank equally with the Company's otheisamsecured and
unsubordinated debt from time to time outstandimgjuding obligations under a $150.0 million foyear unsecured revolving credit
agreement (the "New Revolving Credit Agreementfje Notes are effectively subordinated to all of @empany's existing and future
secured indebtedness to the extent of the valtleeddssets securing such indebtedness. The Netetracturally subordinated to all existing
and future indebtedness and other liabilities ef@mpany's subsidiaries.

The Company may redeem some or all of the 20209\aitany time or from time to time at a "make-whaeézlemption price plus
accrued and unpaid interest to, but not includihg,redemption date.

Prior to February 28, 2025, the Company may redsame or all of the 2025 Notes at any time or fronetto time at a "make-whole"
redemption price plus accrued and unpaid intecediut not including, the redemption date. On diter &ebruary 28, 2025, the Company
may redeem some or all of the 2025 Notes at ang tinfrom time to time at a redemption price eqad00%of the principal amount there
plus accrued and unpaid interest to, but not irintydhe redemption date.
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Upon the occurrence of a Change of Control Repueeliavent (as defined in the Indenture), the Compdhype required to make an
offer to repurchase the Notes at a price equalidd.of the principal amount thereof, plus accrued anpaid interest, if any, to, but not
including, the date of repurchase.

The Indenture contains covenants that restricCtn@pany’s ability, with certain exceptions, to:

* incur certain subsidiary indebtedness without glsaranteeing the Nott

» create lien:

» enterinto sale and leaseback transact

e issue, sell, transfer or otherwise dispose gfsrares of capital stock of any Insurance Subsidis defined in the Indenture);
and

« consolidate or merge with or into other compametransfer all or substantially all of the Comya asset

The Indenture provides for customary events of @efaubject in certain cases to customary grackcame periods), which include
nonpayment, breach of covenants in the Indentaileiré to pay at maturity or acceleration of otimetebtedness, a failure to pay certain
judgments and certain events of bankruptcy andvesoy. Generally, if an event of default occuhg Trustee or holders of at least 259
principal amount of the then outstanding Notes aheglare the principal of and accrued but unpaierést, including any additional interest,
on all of the Notes to be due and payable.

New Revolving Credit Agreement

On May 19, 2015, the Company entered into the NewoRing Credit Agreement, with KeyBank Nationalsasiation, as
administrative agent (the "Agent"), and the lendeym time to time party thereto. On May 19, 20ttle Company made an initial drawing of
$100.0 million under the New Revolving Credit Agment, resulting in $50.0 millioavailable for additional borrowings. The New Revog.
Credit Agreement matures on May 19, 2019.

The New Revolving Credit Agreement includes an umaitted subfacility for swingline loans of up to.@5nillion , and up to $5.0
million of the New Revolving Credit Agreement isagtable for the issuance of letters of credit. TGwmpany may incur additional
incremental loans under the New Revolving Credite®gnent in an aggregate principal amount of ugst®million , provided that there are
no events of default and subject to certain otklensg and conditions including the delivery of cerdocumentation.

The interest rates with respect to loans undeN#& Revolving Credit Agreement will be based orthat Company's option, a floatil
base rate (defined as a per annum rate equal tughest of: (i) the federal funds rate plus 0.5089 the "prime rate" of the Agent; and (iii)
the eurodollar rate for a one-month interest pepiod an applicable margin of initially 1.00% penam), or a eurodollar rate plus an
applicable margin of initially 2.00%er annum. At June 30, 2015, the interest ratdvemimounts outstanding under the New Revolving i€
Agreement was 2.19 percent . In addition, the dailgrage undrawn portion of the New Revolving Grédireement will accrue a
commitment fee payable quarterly in arrears. Th@iegble margin for, and the commitment fee apflieao, the New Revolving Credit
Agreement, will be adjusted from time-to-time puastuto a ratings based pricing grid. In additiofroating fee, in an amount equal to
0.125% per annum on the aggregate face amounéafutstanding letters of credit will be payabl¢he issuers of such letters of credit.

The New Revolving Credit Agreement contains cerfamiancial, affirmative and negative covenants. fiegative covenants in the
New Revolving Credit Agreement include restrictidhat relate to, among other things and subjectitomary baskets, exceptions i
limitations for facilities of this type:

e subsidiary deh

* liens;

e restrictive agreemen

e restricted payments during the continuance of ameef defaul
< disposition of assets and sale and leaseback ttEss

e transactions with affiliate

« change in busines

« fundamental change

« modification of certain agreements;
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« changes to fiscal yei

The New Revolving Credit Agreement requires the Gany to maintain (each as calculated in accordafittethe New Revolving
Credit Agreement): (i) a debt to total capitalipatratio of not more than 30.0 percent (such natis 19.8 percent at June 30, 2015 ); (ii) an
aggregate ratio of total adjusted capital to corgmstion level risk-based capital for the Compamyssirance subsidiaries of not less tR&o
percent (such ratio was estimated to be 443 peatehine 30, 2015 ); and (iii) a minimum consokdiabet worth of not less than the sum of
(x) $2,674 million plus (y) 50.0% of the net equitsoceeds received by the Company from the issuandesale of equity interests in the
Company (the Company's consolidated net worth \8a&59.2 million at June 30, 2015 compared to tha@muim requirement of $2,675
million ).

The New Revolving Credit Agreement provides fortonsary events of default (subject in certain casesistomary grace and cure
periods), which include, without limitation, thelfawing:

*  nonpayment

e breach of representations, warranties or cover

» cross-default and crossceleratior

e bankruptcy and insolvency evel

e judgment default

e actual or asserted invalidity of documentation wéhpect to the New Revolving Credit Agreem
« change of control; a1

e customary ERISA defaul

If an event of default under the New Revolving Gréddireement occurs and is continuing, the Ageny mecelerate the amounts and
terminate all commitments outstanding under the Rewolving Credit Agreement.

Previous Senior Secured Credit Agreement and 6.375% Notes

The Company used a portion of the net proceeds iftooffering of the Notes, together with borrowsngnder the New Revolving
Credit Agreement, to repay all of the outstandingdwings under its Credit Agreement, dated asegt@mber 28, 2012 (as amended by the
First Amendment to Credit Agreement dated May 20,22 and as further amended by the Second Amendménredit Agreement dated
May 30, 2014, the "Previous Senior Secured CredieAment") among the Company, the lenders from tintiene party thereto, and
JPMorgan Chase Bank, N.A., as agent. Upon repayaieilt such outstanding borrowings on May 19, 2Qdlbof the commitments under 1
Previous Senior Secured Credit Agreement were text@d, all of the collateral securing the faciittereunder was released, the related
security, guarantee and intercreditor agreements eeminated and any remaining restrictive cové&and certain additional events of
default contained in the Previous Senior Securedii€Agreement ceased to have effect.

On May 19, 2015, the Company deposited with thstéeifor the 6.375% Notes sufficient funds to §atisd discharge the indenture
governing the 6.375% Notes (the " 6.375% Indenjuaad to fund the make-whole redemption of thetantding 6.375% Notes and to pay
accrued and unpaid interest on the redeemed rmtbattnot including, the June 10, 2015 redemptiate. Upon the satisfaction and disch
of the 6.375% Indenture, all of the collateral semuthe 6.375% Notes was released, the relatadisgand intercreditor agreements were
terminated and any remaining restrictive covenantscertain additional events of default contaiimettie 6.375% Indenture ceased to have
effect.

In the first six months of 2015 , we also made 81fillion of scheduled quarterly principal paymedts under the Previous Senior
Secured Credit Agreement.
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The following table sets forth the sources and a$esish from the debt refinancing transactionswdised above (dollars in millions):

Sources:
Notes $ 825.(
New Revolving Credit Agreement 100.(
Total sources $  925.C
Uses:
Repayment of Previous Senior Secured Credit égent $ 502.:
Repayment of 6.375% Notes, including redemptiompuen 292.¢
Accrued interest 4.3
Debt issuance costs 16.C
General corporate purposes 109.¢
Total uses $ 925.(

In connection with the debt refinancing transactiome recognized a loss on the extinguishment loff ¢aling $32.8 milliorprimarily
related to: (i) the redemption premium relatedh® tepayment of the 6.375% Notes; and (ii) theeaoff of unamortized discount and
issuance costs associated with the repayment ¢frhdéous Senior Secured Credit Agreement and.8i&66 Notes.

Scheduled Repayment of our Direct Corporate Obligations

The scheduled repayment of our direct corporatigatibns was as follows at June 30, 2015 (dollamillions):

Year ending June 30,

2016 $ =
2017 —
2018 —
2019 100.(
2020 325.(
Thereafter 500.(

$ 925.(

INVESTMENT BORROWINGS

Two of the Company's insurance subsidiaries (WagbmNational Insurance Company ("Washington Naifrand Bankers Life and
Casualty Company ("Bankers Life")) are memberdieffederal Home Loan Bank ("FHLB"). As memberthefFHLB, Washington
National and Bankers Life have the ability to barron a collateralized basis from the FHLB. WashimgiNational and Bankers Life a
required to hold certain minimum amounts of FHLBntoon stock as a condition of membership in the FHARI additional amounts based
on the amount of the borrowings. At June 30, 20th& carrying value of the FHLB common stock w@2.8 million . As of June 30, 2015,
collateralized borrowings from the FHLB totaled $billion and the proceeds were used to purchasel finaturity securities. The
borrowings are classified as investment borrowingbe accompanying consolidated balance sheet. bdhrowings are collateralized by
investments with an estimated fair value of $11Bdoi at June 30, 2015 , which are maintained austodial account for the benefit of the
FHLB. Substantially all of such investments ai@sslfied as fixed maturities, available for sategir consolidated balance sheet.
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The following summarizes the terms of the borrowifrgm the FHLB by Washington National and BanKefs (dollars in millions):

Amount Maturity Interest rate at
borrowed date June 30, 2015
$ 100.( June 2016 Variable rate — 0.627%

75.C June 2016 Variable rate — 0.442%

100.( October 2016 Variable rate — 0.451%
50.C November 2016 Variable rate — 0.549%
50.C November 2016 Variable rate — 0.657%
57.7 June 2017 Variable rate — 0.615%
50.C August 2017 Variable rate — 0.474%
75.C August 2017 Variable rate — 0.432%

100.( October 2017 Variable rate — 0.705%
50.C November 2017 Variable rate — 0.792%
50.C January 2018 Variable rate — 0.626%
50.C January 2018 Variable rate — 0.617%
50.C February 2018 Variable rate — 0.586%
50.C February 2018 Variable rate — 0.366%
22.C February 2018 Variable rate — 0.616%

100.( May 2018 Variable rate — 0.636%
50.C July 2018 Variable rate — 0.749%
50.C August 2018 Variable rate — 0.394%
50.C January 2019 Variable rate — 0.696%
50.C February 2019 Variable rate — 0.366%

100.( March 2019 Variable rate — 0.665%
21.¢ July 2019 Variable rate — 0.677%
50.C May 2020 Variable rate — 0.706%
21.¢ June 2020 Fixed rate — 1.960%
28.2 August 2021 Fixed rate — 2.550%
26.t March 2023 Fixed rate — 2.160%
20.t June 2025 Fixed rate — 2.940%

$ 1,498t

The variable rate borrowings are pre-payable oh @gerest reset date without penalty. The fixate borrowings are pre-payable
subject to payment of a yield maintenance fee basqutevailing market interest rates. At June2,5, the aggregate yield maintenance
to prepay all fixed rate borrowings was $1.2 miilio

Interest expense of $5.2 million and $13.8 milliorthe first six months of 2015 and 2014 , respetyi, was recognized related to total
borrowings from the FHLB.

In addition to our borrowings from the FHLB, we mayter into repurchase agreements to increaseeestment return as part of our
investment strategy as further discussed in the twothe consolidated financial statements entitledestments”. These repurchase
agreements are accounted for as collateralizedding arrangements and not as a sale and subsegpenthase of securities. Such
borrowings totaled $20.4 million at June 30, 2008 mature prior to December 31, 2015.
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The primary risks associated with short-term celalized borrowings are: (i) a substantial deciimthe market value of the margined
security; and (ii) that a counterparty may be uedblperform under the terms of the contract auttoeilling to extend such financing in futt
periods especially if the liquidity or value of theargined security has declined. Exposure is lidhiteany depreciation in value of the related
securities.

CHANGES IN COMMON STOCK

Changes in the number of shares of common stodtamding were as follows (shares in thousands):

Balance, December 31, 2014 203,32:
Treasury stock purchased and retired (10,86%)
Stock options exercised 50t
Restricted and performance stock vested 504 (a)

Balance, June 30, 2015 193,46t

(&) Such amount was reduced by 231 thoushades which were tendered to the Company for dlgepnt of required federal and state
withholdings owed on the vesting of restricted pedormance stock.

In the first six months of 2015 , we repurchase® illion shares of common stock for $186.9 milligncluding $8.0 million of
repurchases settled in the third quarter of 20b8euour securities repurchase program. The Compadyemaining repurchase authority of
$234.1 million as of June 30, 2015 .

In the first six months of 2015 , dividends decthom common stock totaled $25.7 million ( $0f8 common share). In May 2015,
Company increased its quarterly common stock didde $0.07 per share from $0.06 per share.

SALES INDUCEMENTS

Certain of our annuity products offer sales induests to contract holders in the form of enhancediting rates or bonus payments in
the initial period of the contract. Certain of dife insurance products offer persistency bonusedited to the contract holders balance after
the policy has been outstanding for a specifieibgesf time. These enhanced rates and persistemuyses are considered sales inducement:
in accordance with GAAP. Such amounts are defeanelamortized in the same manner as deferredsatiguicosts. Sales inducements
deferred totaled $1.8 million and $3.1 million dwgithe six months ended June 30, 2015 and 205pectvely. Amounts amortized totaled
$7.6 million and $9.4 million during the six montlsded June 30, 2015 and 2014 , respectively.ulhmortized balance of deferred sales
inducements was $61.6 million and $67.4 milliodate 30, 2015 and December 31, 2014 , respectiViélg.balance of insurance liabilities
for persistency bonus benefits was $1.2 million §hd million at June 30, 2015 and December 31420&spectively.

RECENTLY ISSUED ACCOUNTING STANDARDS
Pending Accounting Standards

In May 2014, the Financial Accounting StandardsrBdthe "FASB") issued authoritative guidance fecagnizing revenue from
contracts with customers. Certain contracts witst@mers are specifically excluded from this guiggmiecluding insurance contracts. The
core principle of the new guidance is that an grsfitould recognize revenue when it transfers predhgods or services in an amount that
reflects the consideration to which the entity extpeo be entitled in exchange for those goodeniiges. The guidance also requires
additional disclosures about the nature, amouning and uncertainty of revenue and cash flowsrayigom contracts with customers. The
guidance will be effective for the Company on Jamua 2017 and permits two methods of transitionrupdoption; full retrospective and
modified retrospective. Under the full retrospeetimethod, prior periods would be restated undendéverevenue standard, providing for
comparability in all periods presented. Under thadified retrospective method, prior periods woutd be restated. Instead, revenues and
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other disclosures for pre-2017 periods would beiges in the notes to the financial statementsragipusly reported under the current
revenue standard. The Company is currently asgefsnmpact the guidance will have upon adoption.

In August 2014, the FASB issued authoritative gnadarelated to measuring the financial assetstanéinancial liabilities of a
consolidated collateralized financing entity whimovides a measurement alternative for an entéy¢bnsolidates collateralized financing
entities. A collateralized financing entity is aB/With no more than nominal equity that holds ficiahassets and issues beneficial interests in
those financial assets; the beneficial interest® ltantractual recourse only to the related asddte collateralized financing entity and are
classified as financial liabilities. If electedgthlternative method results in the reporting gmtieasuring both the financial assets and the
financial liabilities of the collateralized finamg entity using the more observable of the twoalue measurements, which effectively
removes measurement differences between the fimiaassets and the financial liabilities of the atdtalized financing entity previously
recorded as net income (loss) attributable to ramtrolling and other beneficial interests and asdjustment to appropriated retained
earnings. The reporting entity continues to mea#si@wn beneficial interests in the collateralifigncing entity (other than those that
represent compensation for services) at fair valtie.guidance will be effective for the Companyifgerim and annual periods beginning in
2016. A reporting entity may apply the guidancengss modified retrospective approach by recordingraulativeeffect adjustment to equi
as of the beginning of the annual period of adoptireporting entity may also apply the guidanegaspectively to all relevant prior
periods. The Company is currently assessing thadtie guidance will have upon adoption.

In February 2015, the FASB issued authoritativelgnce which updates the analysis that a reportitityenust perform to determine
whether it should consolidate certain legal erditieuch guidance: (i) modifies the evaluation oéthler limited partnerships and similar legal
entities are VIEs or voting interest entities; @iiminates the presumption that a general pagheuld consolidate a limited partnership; (iii)
affects the consolidation analysis of reportingteyst that are involved with VIEs, particularly gethat have fee arrangements and related
party relationships; and (iv) provides a scope pioa from consolidation guidance for certain invesnt funds. The guidance will be
effective for the Company for interim and annuaiq@#s beginning in 2016. A reporting entity may Bpihe guidance using a modified
retrospective approach by recording a cumulatiVeeefidjustment to equity as of the beginning efdinnual period of adoption. A reporting
entity may also apply the guidance retrospectitelgll relevant prior periods. The Company is catigeassessing the impact the guidance
will have upon adoption.

In April 2015, the FASB issued authoritative guidanwhich requires debt issuance costs in finastééments to be presented as a
direct deduction from the carrying value of thecassted debt liability rather than as an asseterbilance sheet. This guidance is effective
beginning January 1, 2016. Early adoption is peedjtand the new guidance will be applied on aspiective basis. The adoption of this
guidance will not have a material impact on oursatidated financial statements.

In May 2015, the FASB issued authoritative guidawbéch requires additional disclosures relatedntorsduration contracts. The
guidance will require insurance entities to diselés annual reporting periods information about liability for unpaid claims and claim
adjustment expenses. The guidance also requiresaimse entities to disclose information about digaint changes in methodologies and
assumptions used to calculate the liability foraidpclaims and claim adjustment expenses, includiéagons for the change and the effect
the financial statements. Additionally, the guidamequires insurance entities to disclose for aha@ interim reporting periods a rollforwe
of the liability for unpaid claims and claim adjosnt expenses. For health insurance claims, tldagaoe requires the disclosure of the tot
incurred-but-not-reported liabilities plus expectielopment on reported claims included in thigilitg for unpaid claims and claim
adjustment expenses. The guidance will be effeétivéhe Company for annual periods beginning ditecember 15, 2015, and the interim
periods within annual periods beginning after Delseni5, 2016. The Company is currently assessminipact the guidance will have on
disclosures upon adoption.

Adopted Accounting Standards
In April 2014, the FASB issued authoritative guidarthanging the criteria for reporting discontinepérations. Under the revised
guidance, only disposals of a component or a godugmmponents, including those classified as hetdséle, which represent a strategic shift

that has or will have a major effect on a compaagerations and financial results will be reporsdiiscontinued operations. The guidance is
effective prospectively for new disposals occurritigr January 1, 2015.
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In June 2014, the FASB issued authoritative guidacthe accounting and disclosure of repurchaseatmirity transactions and
repurchase financings. Under this new accountindagice, repurchase-to-maturity transactions wilabeounted for as secured borrowings
rather than sales of an asset, and transfersaridial assets with a contemporaneous repurchaaecfitg arrangement will no longer be
evaluated to determine whether they should be axteddor on a combined basis as forward contrdéts.new guidance also prescribes
additional disclosures particularly on the natureallateral pledged in the repurchase agreemearduated for as a secured borrowing. The
new guidance is effective beginning on January0152 The adoption of this guidance did not haveatenl impact on our consolidated
financial statements.

LITIGATION AND OTHER LEGAL PROCEEDINGS
Legal Proceedings

The Company and its subsidiaries are involved noua legal actions in the normal course of busnaswhich claims for
compensatory and punitive damages are asserte@, feorsubstantial amounts. We recognize an estihass from these loss contingencies
when we believe it is probable that a loss has e&nred and the amount of the loss can be reabpeatimated. Some of the pending
matters have been filed as purported class acindsome actions have been filed in certain jwigzhs that permit punitive damage awards
that are disproportionate to the actual damagesried. The amounts sought in certain of thes@mastare often large or indeterminate anc
ultimate outcome of certain actions is difficultgedict. In the event of an adverse outcome mammore of these matters, there is a
possibility that the ultimate liability may be im@ess of the liabilities we have established andccbhave a material adverse effect on our
business, financial condition, results of operatiand cash flows. In addition, the resolution@fging or future litigation may involve
modifications to the terms of outstanding insurapakcies or could impact the timing and amountaié increases, which could adversely
affect the future profitability of the related imance policies. Based upon information presenthilable, and in light of legal, factual and
other defenses available to the Company and itsidiabies, the Company does not believe thatptabable that the ultimate liability from
either pending or threatened legal actions, aftesitieration of existing loss provisions, will havenaterial adverse effect on the Company's
consolidated financial condition, operating resaolt€ash flows. However, given the inherent diffigun predicting the outcome of legal
proceedings, there exists the possibility that daghl actions could have a material adverse effiedhe Company's consolidated financial
condition, operating results or cash flows.

In addition to the inherent difficulty of predictjritigation outcomes, particularly those that vai# decided by a jury, some matters
purport to seek substantial or an unspecified amoudamages for unsubstantiated conduct spaneweral years based on complex legal
theories and damages models. The alleged damagjeally are indeterminate or not factually suppdrite the complaint, and, in any event,
the Company's experience indicates that monetanadds for damages often bear little relation toultienate loss. In some cases, plaintiffs
are seeking to certify classes in the litigatiod atass certification either has been denied peiading and we have filed oppositions to class
certification or sought to decertify a prior classtification. In addition, for many of these cag@sthere is uncertainty as to the outcome of
pending appeals or motions; (ii) there are sigaifidactual issues to be resolved; and/or (iiiyéhare novel legal issues presented.
Accordingly, the Company cannot reasonably estirtfaeossible loss or range of loss in excess ofuats accrued, if any, or predict the
timing of the eventual resolution of these mattefhe Company reviews these matters on an ong@sig.b When assessing reasonably
possible and probable outcomes, the Company bsassessment on the expected ultimate outconmsvialy all appeals.

Regulatory Examinations and Fines

Insurance companies face significant risks reltaeggulatory investigations and actions. Regujaitavestigations generally result
from matters related to sales or underwriting pcast payment of contingent or other sales comunissiclaim payments and procedures,
product design, product disclosure, additional poemcharges for premiums paid on a periodic basjal or delay of benefits, charging
excessive or impermissible fees on products, puresdrelated to canceling policies, changing the egest of insurance charges are
calculated for certain life insurance productsemommending unsuitable products to customers. M/arathe ordinary course of our
business, subject to various examinations, incuaied information requests from state, federalahdr authorities. The ultimate outcome of
these regulatory actions (including the costs efiglying with information requests and policy reviveannot be predicted with certainty. In
the event of an unfavorable outcome in one or mbthese matters, the ultimate liability may besktess of liabilities we have established
and we could suffer significant reputational hasraaesult of these matters, which could also laawaterial adverse effect on our business,
financial condition, results of operations or céskwvs.
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In August 2011, we were notified of an examinatiofbe done on behalf of a number of states foptirpose of determining
compliance with unclaimed property laws by the Campand its subsidiaries. Such examination hdaded inquiries related to the use of
data available on the U.S. Social Security Admiatiin's Death Master File to identify instancesewehbenefits under life insurance policies,
annuities and retained asset accounts are payablare continuing to provide information to the mi@ers in response to their requests. A
total of 38 states and the District of Columbia eauerently participating in this examination.

CONSOLIDATED STATEMENT OF CASH FLOWS
The following disclosures supplement our consoéidagtatement of cash flows.
The following reconciles net income (loss) to nedlt from operating activities (dollars in millions)
Six months ended

June 30,
2015 2014

Cash flows from operating activities:
Net income (loss) $ 99.¢ $ (149.9
Adjustments to reconcile net income to net casimfoperating activities:

Amortization and depreciation 152.( 146.2
Income taxes 52.7 92.7
Insurance liabilities 142.¢ 155.2
Accrual and amortization of investment income (30.9 (77.5)
Deferral of policy acquisition costs (120.9) (116.9)
Net realized investment (gains) losses 1.2 (35.9)
Payment to reinsurer pursuant to long-term car@abss reinsured — (590.9)
Net loss on sale of subsidiary, gain on reinsurarazesaction and transition

expenses 9.C 274.¢
Loss on extinguishment or modification of debt 32.¢ .6
Other (8.9 (14.0

Net cash from operating activities $ 330« % (314.9

(a) Cash flows from operating activities refleatfows in the 2014 period due to the payment tos@rer to transfer certain long-term care
business.

Other non-cash items not reflected in the investing financing activities sections of the consdédastatement of cash flows (dollars
in millions):

Six months ended
June 30,
2015 2014
Stock options, restricted stock and performancesuni $ 91 $ 8.1
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OUT-OF-PERIOD ADJUSTMENTS

In the six months ended June 30, 2014 , we recdtdedet effect of an out-of-period adjustmentteslao the calculation of incentive
compensation accruals which increased other opegratists and expenses by $2.4 million , decreaseepense by $.8 millioand increase
our net loss by $1.6 million (or 1 cent per dilustthre). We evaluated these adjustments takingagtount both qualitative and quantitative
factors and considered the impact of these adjugtnie relation to each period, as well as thequsrin which they originated. The impact of
recognizing these adjustments in prior years wasigaificant to any individual period. Managemeéeetieves these adjustments are
immaterial to the consolidated financial statemamid all previously issued financial statements.

INVESTMENTS IN VARIABLE INTEREST ENTITIES

We have concluded that we are the primary benejieigth respect to certain VIEs, which are consalét! in our financial
statements. In consolidating the VIES, we consttaise the financial information most recentlgtdbuted to investors in the VIE, which in
one case, is less than two months prior to theoéedr reporting period.

All of the VIEs are collateralized loan trusts thadre established to issue securities to finanegthichase of corporate loans and other
permitted investments. The assets held by thestars legally isolated and not available to then@any. The liabilities of the VIEs are
expected to be satisfied from the cash flows geedray the underlying loans held by the trusts,frioh the assets of the Company. The
Company has no financial obligation to the VIEsdmay its investment in each VIE.

Certain of our insurance subsidiaries are notelsldethe VIES. Another subsidiary of the Compé&nthe investment manager for the
VIEs. As such, it has the power to direct the nsigificant activities of the VIEs which materialmpacts the economic performance of the
VIEs.

The following table provides supplemental inforratabout the assets and liabilities of the VIEsalwhiave been consolidated in
accordance with authoritative guidance (dollamilions):

June 30, 2015

Net effect on
consolidated

VIEs Eliminations balance sheet
Assets:

Investments held by variable interest entities $ 1565.¢ $ — 3 1,565.¢
Notes receivable of VIEs held by insurance subsiia — (163.¢) (163.6)
Cash and cash equivalents held by variable interggtes 150.¢ — 150.€
Accrued investment income 2.7 — 2.7
Income tax assets, net 7.8 (1.9 5.9
Other assets 24.¢ (3.1 21.t
Total assets $ 1,751 % (168.6) $ 1,582

Liabilities:
Other liabilities $ 139.5 $ (75 $ 132.(
Borrowings related to variable interest entities 1,461.° — 1,461.°
Notes payable of VIEs held by insurance subsidiarie 164.7 (164.7) —
Total liabilities $ 1,765.¢ $ (172.2) $ 1,593.°
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December 31, 2014
Net effect on
consolidated
VIEs Eliminations balance sheet
Assets:
Investments held by variable interest entities $ 1,367.. $ — 3 1,367.:
Notes receivable of VIEs held by insurance subsiia — (153.9 (153.9)
Cash and cash equivalents held by variable interggtes 68.2 — 68.2
Accrued investment income 3.2 — 3.2
Income tax assets, net 18.1 (2.9 15.2
Other assets 14.2 (1.7 12.t
Total assets $ 1,470¢ $ (157.9 $ 1,313.(
Liabilities:
Other liabilities $ 61z $ 6.1 $ 55.1
Borrowings related to variable interest entities 1,286.: — 1,286.:
Notes payable of VIEs held by insurance subsidiarie 157.: (157.9) —
Total liabilities $ 1,504.¢ $ (163.9) % 1,341..

The investment portfolios held by the VIEs are @ity comprised of commercial bank loans to corpo@bligors which are almost
entirely rated below-investment grade. At JuneZ81,5 , such loans had an amortized cost of $145m8lion ; gross unrealized gains $3.0
million ; gross unrealized losses of $15.8 millicend an estimated fair value of $1,565.6 million .

The following table sets forth the amortized coed astimated fair value of the investments heldhgyVIEs at June 30, 2015 , by
contractual maturity. Actual maturities will diffecom contractual maturities because borrowers heje the right to call or prepay
obligations with or without penalties.

Estimated
Amortized fair
cost value

(Dollars in millions)
Due in one year or less $ 48 $ 4.8
Due after one year through five years 594.7 590.:
Due after five years through ten years 978.¢ 970.t
Total $ 1578« % 1,565.¢

During the first six months of 2015 , the VIEs rgo@ed net realized investment losses of $.9 millidDuring the first six months of
2014 , the VIEs recognized net realized investriwssges of $2.0 million .

At June 30, 2015, there were no investments helthié VIES that were in default.

During the first six months of 2015 , $40.3 milliohinvestments held by the VIEs were sold whicsuteed in gross investment losses
(before income taxes) of $1.1 million . During fivet six months of 2014 , $21.3 million of investnts held by the VIEs were sold which
resulted in gross investment losses (before indaxes) of $2.1 million .

There was one investment sold at a loss durindii$tesix months of 2015 , which had been contirglgin an unrealized loss position

exceeding 20 percenf the amortized cost basis for less than six moptior to the sale, which had an amortized codtemtimated fair valu
of $2.9 million and $2.3 million , respectively.

38




Table of Contents
CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)

At June 30, 2015, the VIEs held: (i) investmenith a fair value of $637.5 million and gross unized losses of $5.7 million that had
been in an unrealized loss position for less thaivie months; and (ii) investments with a fair vabf $314.6 million and gross unrealized
losses of $10.1 million that had been in an unzedlioss position for greater than twelve months.

At December 31, 2014 , the VIEs held: (i) investtsemith a fair value of $1,053.2 million and graswealized losses of $27.3 million
that had been in an unrealized loss position fes than twelve months; and (ii) investments withiavalue of $167.4 million and gross
unrealized losses of $4.2 million that had beeanmnrealized loss position for greater than twehosths.

The investments held by the VIEs are evaluatedtfoer-than-temporary declines in fair value in anmex that is consistent with the
Company's fixed maturities, available for sale.

In addition, the Company, in the normal courseusibess, makes passive investments in structucediges issued by VIEs for which
the Company is not the investment manager. Thesetgred securities include asset-backed secsiriti@lateralized debt obligations,
commercial mortgage-backed securities, residematgage-backed securities and collateralized ragggbligations. Our maximum
exposure to loss on these securities is limitesltocost basis in the investment. We have detexthihat we are not the primary beneficiary
of these structured securities due to the relaize of our investment in comparison to the totaigipal amount of the individual structured
securities and the level of credit subordinatioriclvlreduces our obligation to absorb gains or lesse

At June 30, 2015, we held investments in variaugéd partnerships, in which we are not the priyragneficiary, totaling $61.2
million (classified as other invested assets).Jétie 30, 2015 , we had unfunded commitments t@ thatnerships of $65.2 million . Our
maximum exposure to loss on these investmentmitelil to the amount of our investment.
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FAIR VALUE MEASUREMENTS

Fair value is the price that would be receiveddiban asset or paid to transfer a liability incaaderly transaction between market
participants at the measurement date and, there&peesents an exit price, not an entry price. Cafey certain assets and liabilities at fair
value on a recurring basis, including fixed matesit equity securities, trading securities, invesita held by VIEs, derivatives, cash and cash
equivalents, separate account assets and embeeddeatiges. We carry our company-owned life inswwepolicy, which is invested in a
series of mutual funds, at its cash surrender vahaour hedge fund investments at their net asde¢s; in both cases, we believe these
values approximate their fair values. In additiae, disclose fair value for certain financial instrents, including mortgage loans and policy
loans, insurance liabilities for interest-sensifpreducts, investment borrowings, notes payablebambwings related to VIES.

The degree of judgment utilized in measuring thieviaue of financial instruments is largely depenton the level to which pricing is
based on observable inputs. Observable inputsctafharket data obtained from independent souvdgite unobservable inputs reflect our
view of market assumptions in the absence of olbdéevmarket information. Financial instrumentshwitadily available active quoted pric
would be considered to have fair values based ehitfhest level of observable inputs, and littidgomnent would be utilized in measuring fair
value. Financial instruments that rarely trade Maiten have fair value based on a lower levadlaidgervable inputs, and more judgment
would be utilized in measuring fair value.

Valuation Hierarchy
There is a three-level hierarchy for valuing assetgabilities at fair value based on whether itgpare observable or unobservable.

» Level 1 —includes assets and liabilities valusihg inputs that are unadjusted quoted pricestive markets for identical assets or
liabilities. Our Level 1 assets primarily includash and exchange traded securities.

» Level 2 — includes assets and liabilities valusihg inputs that are quoted prices for similae#sin an active market, quoted prices
for identical or similar assets in a market thaids active, observable inputs, or observable sithat can be corroborated by market
data. Level 2 assets and liabilities include tHosncial instruments that are valued by indepengeicing services using models or
other valuation methodologies. These models censidrious inputs such as credit rating, matudtyporate credit spreads,
reported trades and other inputs that are obsenahlerived from observable information in the ke#place or are supported by
transactions executed in the marketplace. Finhasgets in this category primarily include: cirjaublicly registered and privately
placed corporate fixed maturity securities; cergrernment or agency securities; certain mortgagkasset-backed securities;
certain equity securities; most investments heldtxyconsolidated VIEs; certain mutual fund anddeefiind investments; most
short-term investments; and non-exchange-tradedalimes such as call options. Financial liabiktia this category include
investment borrowings, notes payable and borrowiatged to VIEs.

» Level 3 —includes assets and liabilities valusihg unobservable inputs that are used in moagdd valuations that contain
management assumptions. Level 3 assets andtibiinclude those financial instruments whosevalue is estimated based on
broker/dealer quotes, pricing services or inteynddveloped models or methodologies utilizing digant inputs not based on, or
corroborated by, readily available market inforroati Financial assets in this category includeaieitorporate securities (primarily
certain below-investment grade privately placedisges), certain structured securities, mortgagnb, and other less liquid
securities. Financial liabilities in this categanglude our insurance liabilities for interest-siive products, which includes
embedded derivatives (including embedded derivatieéated to our fixed index annuity products amd modified coinsurance
arrangement) since their values include signifieardbservable inputs including actuarial assumgtion

At each reporting date, we classify assets anditiab into the three input levels based on thedst level of input that is significant to
the measurement of fair value for each asset abdity reported at fair value. This classificatits impacted by a number of factors,
including the type of financial instrument, whethiee financial instrument is new to the market antlyet established, the characteristics
specific to the transaction and overall market dwors. Our assessment of the significance ofriqudar input to the fair value measurement
and the ultimate classification of each asset gimility requires judgment and is subject to chafrgen period to period based on the
observability of the valuation inputs. Any transféetween levels
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are reported as having occurred at the beginninigeoperiod. There were no transfers between Leeld Level 2 in both the first sironths
of 2015 and 2014 .

The vast majority of our fixed maturity and equsscurities, including those held in trading poitsland those held by consolidated

VIEs, short-term and separate account assets wat 2 énputs for the determination of fair valu€hese fair values are obtained primarily
from independent pricing services, which use Léviglputs for the determination of fair value. Quaewel 2 assets are valued as follows:

« Fixed maturities available for sale, equity sé@s and trading securities

Corporate securities are generally priced using market and income ages Inputs generally consist of trades of idahtic
similar securities, quoted prices in inactive méskissuer rating, benchmark yields, maturity, aretlit spreads.

U.S Treasuries and obligations of U.S. Government corporations and agencies are generally priced using the market appro
Inputs generally consist of trades of identicasionilar securities, quoted prices in inactive méskand maturity.

Sates and political subdivisions are generally priced using the market approachutingenerally consist of trades of identical
or similar securities, quoted prices in inactiverkess, new issuances and credit spreads.

Asset-backed securities, collateralized debt obligations, commercial mortgage-backed securities, mortgage pass-through
securities and collateralized mortgage obligations are generally priced using market and income ambex Inputs generally
consist of quoted prices in inactive markets, sfisem actively traded securities, expected prepatsnexpected credit defa
rates, delinquencies, and issue specific informaiticluding, but not limited to, collateral typengority and vintage.

Equity securities (primarily comprised of non-redeemable preferredist are generally priced using the market approach
Inputs generally consist of trades of identicasiomilar securities, quoted prices in inactive méskissuer rating, benchmark
yields, maturity, and credit spreads.

« Investments held by VIt

Corporate securities are generally priced using market and income aghe®using pricing vendors. Inputs generally consis
of issuer rating, benchmark yields, maturity, aretlt spreads.

« Other invested assetderivative:

The fair value measurements for derivative instmtsieincluding embedded derivatives requiring lmétion, are determined
based on the consideration of several inputs imetudosing exchange or over-tiseunter market price quotes; time value
volatility factors underlying options; market ingst rates; and non-performance risk.

Third party pricing services normally derive setugrices through recently reported trades for iahor similar securities making
adjustments through the reporting date based upaiteble market observable information. If there ao recently reported trades, the third
party pricing services may use matrix or model psses to develop a security price where future tastexpectations are discounted at an
estimated risk-adjusted market rate. The numberioés obtained for a given security is dependerthe Company's analysis of such prices
as further described below.

As the Company is responsible for the determinatiofair value, we have control processes desigoeshsure that the fair values
received from third-party pricing sources are reatte and the valuation techniques and assumpiged appear reasonable and consistent
with prevailing market conditions. Additionally, wh inputs are provided by third-party pricing s@sove have controls in place to review
those inputs for reasonableness. As part of theiseats, we perform monthly quantitative and quiite analysis on the prices received from
third parties to determine whether the prices aasonable estimates of fair value. The Companglysis includes: (i) a review of the
methodology used by third party pricing services;
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(i) where available, a comparison of multiple prig services' valuations for the same securiti); direview of month to month price
fluctuations; (iv) a review to ensure valuations aot unreasonably dated; and (v) back testingmopare actual purchase and sale
transactions with valuations received from thirdties. As a result of such procedures, the Compaany conclude the prices received from
third parties are not reflective of current markenditions. In those instances, we may requestiaddl pricing quotes or apply internally
developed valuations. However, the number of sastances is insignificant and the aggregate changalue of such investments is not
materially different from the original prices reeed.

The categorization of the fair value measuremehtaipinvestments priced by independent pricingises was based upon the
Company's judgment of the inputs or methodologgesiiby the independent pricing services to valfferdnt asset classes. Such inputs
include: benchmark yields, reported trades, brdiealer quotes, issuer spreads, benchmark sesubtis, offers and reference data. The
Company categorizes such fair value measuremes&sihgpon asset classes and the underlying obsemvabhobservable inputs used to
value such investments.

For securities that are not priced by pricing sssiand may not be reliably priced using pricinglei®, we obtain broker
guotes. These broker quotes are non-binding egptesent an exit price, but assumptions usedablesh the fair value may not be
observable and therefore represent Level 3 inpApproximately 49 percent of our Level 3 fixed ndtiusecurities were valued using
unadjusted broker quotes or broker-provided vabmatiputs. The remaining Level 3 fixed maturityeéstments do not have readily
determinable market prices and/or observable inpkits these securities, we use internally develofduations. Key assumptions used to
determine fair value for these securities may ideltisk premiums, projected performance of undegyiollateral and other factors involving
significant assumptions which may not be reflect¥@an active market. For certain investmentspge a matrix or model process to develop
a security price where future cash flow expectatiare discounted at an estimated market rate.pfitieg matrix incorporates term interest
rates as well as a spread level based on the isswedit rating, other factors relating to theiess and the security's maturity. In some
instances issuegpecific spread adjustments, which can be positiveegative, are made based upon internal anadf/siscurity specifics sut
as liquidity, deal size, and time to maturity.

For certain embedded derivatives, we use actuasgimptions in the determination of fair value Whige consider to be Level 3
inputs.
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The categorization of fair value measurementsnput level, for our financial instruments carrigdair value on a recurring basis at
June 30, 2015 is as follows (dollars in millions):

Quoted prices in
active markets

for identical assets Significant other Significant
or liabilities observable inputs unobservable inputs
(Level 1) (Level 2) (Level 3) Total
Assets:
Fixed maturities, available for sale:
Corporate securities — 3 13,383.. 1337 § 13,516.¢
United States Treasury securities and obligatidrignited
States government corporations and agencies — 166.- — 166.2
States and political subdivisions — 2,201.. — 2,201..
Debt securities issued by foreign governments — 1.¢ — 1.¢
Asset-backed securities — 1,352 53.% 1,406.(
Collateralized debt obligations — 344.% — 344.:
Commercial mortgage-backed securities — 1,381. 1.2 1,382.¢
Mortgage pass-through securities — 3.6 2 3.8
Collateralized mortgage obligations = 1,201.° — 1,201.°
Total fixed maturities, available for sale — 20,036.- 188.¢ 20,224.
Equity securities - corporate securities 230.2 173.2 29.¢ 433.2
Trading securities:
Corporate securities — 24.¢ — 24.¢
United States Treasury securities and obligatidrignited
States government corporations and agencies — 3.1 — 3.1
Asset-backed securities — 21.¢ — 21.¢
Commercial mortgage-backed securities — 137.¢ 39.¢ 177.%
Mortgage pass-through securities — A — 1
Collateralized mortgage obligations — 26.¢ — 26.¢
Equity securities 34 = — 34
Total trading securities 34 214.; 39.¢ 257.F
Investments held by variable interest entitiesrpotate
securities = 1,565.¢ — 1,565.¢
Other invested assets - derivatives 1.C 63.¢ — 64.¢
Assets held in separate accounts = 5.4 = 5.4
Total assets carried at fair value by category 234¢ $ 22,058.! 2582 % 22,551.
Liabilities:
Future policy benefits - embedded derivatives daged with _ - 10740 $ 1,074

fixed index annuity products
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The categorization of fair value measurementsnput level, for our financial instruments carrigdair value on a recurring basis at
December 31, 2014 is as follows (dollars in milljn

Quoted prices in
active markets

for identical assets Significant other Significant
or liabilities observable inputs unobservable inputs
(Level 1) (Level 2) (Level 3) Total
Assets:
Fixed maturities, available for sale:
Corporate securities $ — 3 13,605.. $ 365.¢ $ 13,971.(
United States Treasury securities and obligatidriénited
States government corporations and agencies — 168.¢ — 168.¢
States and political subdivisions — 2,242 35.t 2,277
Debt securities issued by foreign governments — 1.¢c — 1.¢c
Asset-backed securities — 1,209.¢ 59.2 1,269.(
Collateralized debt obligations — 324.t — 324.t
Commercial mortgage-backed securities — 1,275.: 1.z 1,276.:
Mortgage pass-through securities — 4.2 A4 4.€
Collateralized mortgage obligations = 1,341.( — 1,341.(
Total fixed maturities, available for sale — 20,172 462.2 20,634.
Equity securities - corporate securities 216.¢ 174.1 28.C 419.(
Trading securities:
Corporate securities — 24.: — 24.:
United States Treasury securities and obligatidrignited
States government corporations and agencies — 3.7 — 3.7
Asset-backed securities — 24.C — 24.C
Commercial mortgage-backed securities — 131.( 28.€ 159.¢
Mortgage pass-through securities — A — A
Collateralized mortgage obligations — 29.7 — 29.7
Equity securities 8IS = — &
Total trading securities 3.E 212.¢ 28.€ 244.¢
Investments held by variable interest entitiesrpotate
securities = 1,367.: — 1,367.:
Other invested assets - derivatives 14 107.Z — 108.¢
Assets held in separate accounts = 5.€ = 5.€
Total assets carried at fair value by category $ 2216 $ 22,039.! $ 518.6 $ 22,780.:
Liabilities:
Future policy benefits - embedded derivatives dased with _ s N 10810 $ 1,081

fixed index annuity products
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For those financial instruments disclosed at falug, we use the following methods and assumptmdgtermine the estimated fair
values:

Mortgage loans and policy loans. We discount future expected cash flows basedt@nest rates currently being offered for similar
loans with similar risk characteristics. We aggtegoans with similar characteristics in our citons. The fair value of policy loans
approximates their carrying value.

Company-owned life insurance is backed by a series of mutual funds and is ahaiecash surrender value which approximates
estimated fair value.

Alter native investment funds are carried at their net asset values which apprabds estimated fair value.

Cash and cash equivalentsinclude commercial paper, invested cash and ottvasiments purchased with original maturities s§le
than three months. We carry them at amortized edsth approximates estimated fair value.

Liabilities for policyholder account balances. The estimated fair value of insurance liabiliies policyholder account balances was
approximately equal to its carrying value as inderates credited on the vast majority of accoatditices approximate current rates paid on
similar products and because these rates are netaly guaranteed beyond one year.

Investment borrowings, notes payable and borrowings related to variable interest entities. For publicly traded debt, we use current fair
values. For other notes, we use discounted cashahalyses based on our current incremental bangprates for similar types of borrowing
arrangements.

The fair value measurements for our financial insients disclosed at fair value on a recurring basisas follows (dollars in millions):

June 30, 2015

Quoted prices

in active Significant
markets for other Significant
identical assets observable unobservable Total Total
or liabilities inputs inputs estimated carrying
(Level 1) (Level 2) (Level 3) fair value amount
Assets:
Mortgage loans $ — % — % 1,725 $ 1,725. $ 1,665.
Policy loans — — 108.1 108.1 108.1
Other invested assets:
Company-owned life insurance — 161.: — 161.c 161.c
Alternative investment funds — 101.¢ — 101.¢ 101.¢
Cash and cash equivalents:
Unrestricted 373.¢ 80.C — 453.¢ 453.¢
Held by variable interest entities 150.¢ — — 150.¢ 150.€
Liabilities:
Policyholder account balances — — 10,689.: 10,689.: 10,689.:
Investment borrowings — 1,520.: — 1,520.: 1,518.¢
Borrowings related to variable interest entities — 1,459.¢ — 1,459.¢ 1,461.
Notes payable — direct corporate obligations — 937.2 — 937. 925.(
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Assets:
Mortgage loans
Policy loans
Other invested assets:
Company-owned life insurance
Alternative investment funds
Cash and cash equivalents:
Unrestricted
Held by variable interest entities
Liabilities:
Policyholder account balances
Investment borrowings
Borrowings related to variable interest entities

Notes payable — direct corporate obligations

(unaudited)

December 31, 2014

Quoted prices

46

in active Significant
markets for other Significant
identical assets observable unobservable Total Total
or liabilities inputs inputs estimated carrying
(Level 1) (Level 2) (Level 3) fair value amount
= —  $ 1,768.¢ $ 1,768¢ $ 1,691.¢
— — 106.¢ 106.¢ 106.¢
— 157.¢ — 157.€ 157.€
— 102.¢ — 102.¢ 102.¢
549.¢ 62.( — 611.€ 611.€
68.2 — — 68.2 68.2
— — 10,707.. 10,707.. 10,707..
— 1,520.¢ — 1,520. 1,519.:
1,229.: — 1,229.: 1,286.:
— 807.4 — 807.¢ 794.¢
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The following table presents additional informatamivout assets and liabilities measured at fairevatua recurring basis and for which
we have utilized significant unobservable (Leveirputs to determine fair value for the three merghded June 30, 2015 (dollars in
millions):

June 30, 2015

Amount of total gains
(losses) for the three

Total realized and months ended June 30,
Purchases, Total realized unrealized gains 2015 included in our
Beginning sales, and unrealized  (losses) included in Ending net income relating to
balance as ¢ issuances and gains (losses)  accumulated other  Transfers Transfers balance as assets and liabilities
March 31, settlements, included in net comprehensive inconr into Level out of of June 30, still held as of the
2015 net (b) income (loss) 3(a) Level 3 (a) 2015 reporting date
Assets:
Fixed maturities,
available for sale:
Corporate
securities $ 136.C $ 6.2 $ 9 $ 60 $ 106 $ — $ 1330 % =
Asset-backed
securities 65.€ (1.1 — 1.¢) — (9.6) 53.% —
Commercial
mortgage-backed
securities 2.1 — — — — (0.9 1.z —
Mortgage pass-
through securities 2 — — — — — 2 —
Total fixed
maturities,
available for sale 204.1 (7.9 (.9 (7.€) 10.€ (10.5) 188.¢ —
Equity securities -
corporate securities 29.C .9 — — — — 29.¢ —
Trading securities -
commercial
mortgage-backed
securities — 9.4 — 1.¢ 28.€ — 39.¢ 1¢
Liabilities:
Future policy
benefits - embeddec
derivatives associate
with fixed index
annuity products (1,102.) (7.2) 35.¢ — — — (1,074.0 35.2
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(a) Transfers into Level 3 are the result of ureobable inputs utilized within valuation methodaksgfor assets that were previously
valued using observable inputs. Transfers out @EL8 are due to the use of observable inputs lmatian methodologies as well as
the utilization of pricing service information foertain assets that the Company is able to validate

(b) Purchases, sales, issuances and settlemettsgpresent the activity that occurred duringgegod that results in a change of the
asset or liability but does not represent changéaii value for the instruments held at the befjigrof the period. Such activity
primarily consists of purchases and sales of fixedurity and equity securities and changes to eddgxtderivative instruments
related to insurance products resulting from teaasice of new contracts, or changes to existingracts. The following
summarizes such activity for the three months erdded 30, 2015 (dollars in millions):

Purchases, sales,
issuances and

Purchases Sales Issuances Settlements settlements, net
Assets:
Fixed maturities, available for
sale:
Corporate securities $ — % 6.2 $ — 3 — $ (6.2
Asset-backed securities — (1.7 — — 1.1
Total fixed maturities,
available for sale — (7.9 — — (7.3
Equity securities - corporate
securities .9 — — — 9
Trading securities - commercis
mortgage-backed securities 9.4 — — — 9.4
Liabilities:
Future policy benefits -
embedded derivatives associa
with fixed index annuity
products (33.0 11.C (.7 15.5 (7.2)
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The following table presents additional informatamivout assets and liabilities measured at fairevatua recurring basis and for which
we have utilized significant unobservable (Leveirputs to determine fair value for the six mongigled June 30, 2015 (dollars in millions):

June 30, 2015

Amount of total gains

(losses) for the six
Total realized and months ended June 30,

Purchases, Total realized unrealized gains 2015 included in our

Beginning  sales, issuanct and unrealized  (losses) included in Ending net income relating to

balance as of and gains (losses) accumulated other ~ Transfers Transfers balance as  assets and liabilities
December settlements, ne included in net comprehensive income into Level out of of June 30, still held as of the

31, 2014 (b) income (loss) 3(a) Level 3 (a) 2015 reporting date

Assets:

Fixed maturities,
available for sale:

Corporate
securities $ 365.¢ $ (26.9) $ 22 $ 6.1 $ 91 $ (2065 $ 1337 $ —

States and political
subdivisions 35.k — — — — (35.5) — —

Asset-backed
securities 59.2 (1.9 — (.6) 10.C (13.9) 53.2 —

Commercial
mortgage-backed
securities 1.2 — — — — — 12 —

Mortgage pass-
through securities A4 (.2 — — — = 2 —
Total fixed

maturities,
available for sale 462.% (28.9) (2.2 (6.7) 19.1 (255.6) 188.¢ —

Equity securities -

corporate securities 28.C 1¢ — — — — 29.¢
Trading securities -

commercial

mortgage-backed
securities 28.€ 9.t — 1€ — — 39.¢ 1.

Liabilities:
Future policy benefits
- embedded
derivatives associated

with fixed index
annuity products (1,081 (10.0 17t — — — (1,074.0 17.8
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(a) Transfers into Level 3 are the result of ureobable inputs utilized within valuation methodaksgfor assets that were previously
valued using observable inputs. Transfers out @EL8 are due to the use of observable inputs lmatian methodologies as well as
the utilization of pricing service information foertain assets that the Company is able to validate

(b) Purchases, sales, issuances and settlemettsgpresent the activity that occurred duringgegod that results in a change of the
asset or liability but does not represent changéaii value for the instruments held at the befjigrof the period. Such activity
primarily consists of purchases and sales of fixedurity and equity securities and changes to eddgxtderivative instruments
related to insurance products resulting from teaasice of new contracts, or changes to existingracts. The following
summarizes such activity for the six months endett B0, 2015 (dollars in millions):

Purchases, sales,
issuances and

Purchases Sales Issuances Settlements settlements, net
Assets:
Fixed maturities, available for
sale:
Corporate securities $ 1 $ (26.9) $ — 3 — $ (26.9)
Asset-backed securities 9.¢ (11.¢) — — (1.9
Mortgage pass-through
securities — (-2 — — (:2)
Total fixed maturities,
available for sale 10.C (38.9 — — (28.9)
Equity securities - corporate
securities 1.¢ — — — 1.¢
Trading securities - commercial
mortgage-backed securities 9.t — — — 9.t
Liabilities:

Future policy benefits -

embedded derivatives associated

with fixed index annuity

products (63.9 22.4 (2.9 33.2 (10.0)
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The following table presents additional informatelyout assets and liabilities measured at fairevatua recurring basis and for which
have utilized significant unobservable (Level J)uts to determine fair value for the three montindeel June 30, 2014 (dollars in millions):

June 30, 2014

Amount of total
gains (losses) for
the three months
ended June 30,
Total Total realized and 2014 included in
Purchases, realized and unrealized gains Ending our net income
Beginning sales, unrealized (losses) included in Transfers balance relating to assets
balance as issuances and gains (losses accumulated other Transfers  out of asof  and liabilities still
of March settlements, included in comprehensive into Level Level3 June 30, held as of the
31, 2014 net (b) net income income (loss) 3() (a) 2014 reporting date

Assets:

Fixed maturities,
available for sale:

Corporate
securities $ 3368 $ 479  $ — 8 4.C $ 16.2 $ (15.0)0 $ 389.¢ $ =

States and
political
subdivisions — — — i 28.C — 28.7 —

Asset-backed
securities 42.2 (.5) — 1.1 9.¢ — 52.7 —

Collateralized
debt obligations 14.1 (.2) — 2 — — 14.2 —
Mortgage pass-
through securitie: 4 9 — — — — 1.z —
Collateralized
mortgage
obligations — — — (@] 2 — 1 —
Total fixed
maturities,
available for
sale 393.t 48.C — 5.€ 54.4 (15.0 486.¢ —
Equity securities -
corporate securities 25.4 .8 — — — — 26.2 —
Trading securities -
collateralized
mortgage obligations 5.9 — — — — — 5.€ —

Liabilities:
Future policy benefit
- embedded
derivatives associate
with fixed index
annuity products (930.9) (38.7) (20.¢) — — — (980.9) (10.¢)

Other liabilities -

embedded derivatives

associated with

modified coinsurance

agreement (3.4) 34 — — — — — —

Total liabilities (934.9) (35.9) (10.9) = = = (980.9) (10.9)
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(a) Transfers into Level 3 are the result of ureobable inputs utilized within valuation methodaksgfor assets that were previously
valued using observable inputs. Transfers out @EL8 are due to the use of observable inputs lmatian methodologies as well as
the utilization of pricing service information foertain assets that the Company is able to validate
Purchases, sales, issuances and settlemenhtegpresent the activity that occurred duringgéeod that results in a change of the
asset or liability but does not represent changéaii value for the instruments held at the befjigrof the period. Such activity
primarily consists of purchases and sales of fixedurity and equity securities and changes to eddgxtderivative instruments
related to insurance products resulting from teaasice of new contracts, or changes to existingacts. The following
summarizes such activity for the three months erdde@ 30, 2014 (dollars in millions):

(b)

Purchases, sales,
issuances and

Purchases Sales Issuances Settlements settlements, net
Assets:
Fixed maturities, available for
sale:
Corporate securities $ 51.C $ 33 $ — $ — $ 477
Asset-backed securities — (:5) — — (.5)
Collateralized debt obligations — (.1 — — (.1
Mortgage pass-through
securities 1.1 (.2 — — .9
Total fixed maturities,
available for sale 52.1 4.7 — — 48.C
Equity securities - corporate
securities .8 — — — .8
Liabilities:
Future policy benefits -
embedded derivatives associated
with fixed index annuity produc (31.7) .5 (22.5) 14.4 (38.7)
Other liabilities - embedded
derivatives associated with
modified coinsurance agreeme — 3.4 — — 34
Total liabilities (31.)) 3.6 (22.5) 14.4 (35.9
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(unaudited)

June 30, 2014

Beginning

balance as

December

of

31, 2013

Purchases,
sales,
issuances
and
settlements,
net (b)

Total realized and
unrealized gains
(losses) included

Total
realized and
unrealized
gains
(losses)
included in
net income

other
comprehensive
income (loss)

in accumulated Transfers
into
Level 3

@

Amount of
total gains
(losses) for the
six months
ended June 30,
2014 included
in our net
income
relating to
assets and
liabilities still
held as of the
reporting date

Amounts
classified balance
as Assetsc  as of
subsidiary June 30,
being sold 2014

Ending
Transfers
out of
Level 3

@

Assets:

Fixed maturities,
available for sale:

Corporate
securities $

States and
political
subdivisions
Asset-backed
securities

Collateralized
debt obligations

Mortgage pass-
through
securities

Collateralized
mortgage
obligations

359.€

42.2

246.%

1.6

$ 41.2

9.C

(4.9

(-3

$ — 3

(51.2 $389.¢

— 2.2 28.1 —

- 9.7 52.7 =

14.2 —

Total fixed
maturities,
available for
sale

650.1

76.5

(240.7) (63.)  486.¢ =

Equity securities -
corporate securities

24.t

Trading securities -
collateralized
mortgage
obligations

5.8

Assets of subsidiary
being sold

— 63.1 63.1 —

Liabilities:
Future policy
benefits - embedded
derivatives
associated with
fixed index annuity
products

Other liabilities -
embedded
derivatives
associated with
modified
coinsurance
agreement

(903.)

(1.9

(49.9)

1.€

(26.9) —

(980.9) (26.5)

Total liabilities

(905.5)

(48.0)

(26.9) —

(980.9) (26.9)
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(a) Transfers into Level 3 are the result of ureobable inputs utilized within valuation methodaksgfor assets that were previously
valued using observable inputs. Transfers out @EL8 are due to the use of observable inputs lmatian methodologies as well as
the utilization of pricing service information foertain assets that the Company is able to validate

(b) Purchases, sales, issuances and settlemettsgpresent the activity that occurred duringgegod that results in a change of the
asset or liability but does not represent changéaii value for the instruments held at the befjigrof the period. Such activity
primarily consists of purchases and sales of fixedurity and equity securities and changes to eddgxtderivative instruments
related to insurance products resulting from teaasice of new contracts, or changes to existingacts. The following
summarizes such activity for the six months endett B0, 2014 (dollars in millions):

Purchases, sales,
issuances and

Purchases Sales Issuances Settlements settlements, net
Assets:
Fixed maturities, available for
sale:
Corporate securities $ 51.C $ 9.8 $ — $ — $ 41.2
Asset-backed securities 9.¢ (:9) — — 9.0
Collateralized debt obligations .9 (5.3 — — (4.4
Mortgage pass-through
securities 1.1 (1.4) — — (.3)
Total fixed maturities,
available for sale 62.€ (17.9 — — 45.F
Equity securities - corporate
securities 1.7 — — — 1.7
Liabilities:

Future policy benefits -
embedded derivatives associated
with fixed index annuity produc (57.9) 3.€ (24.¢) 28.¢ (49.9

Other liabilities - embedded
derivatives associated with
modified coinsurance agreeme — 3.4 (1.6 — 1.8

Total liabilities (57.7) 7.C (26.2) 28.¢ (48.0)

At June 30, 2015, 57 percent of our Level 3 fireaturities, available for sale, were investmentigrand 71 percent of our Level 3
fixed maturities, available for sale, consisted¢afporate securities.

Realized and unrealized investment gains and Igessented in the preceding tables represent gathéosses during the time the
applicable financial instruments were classified.egel 3.

Realized and unrealized gains (losses) on Levebk8ta are primarily reported in either net invesinmecome for policyholder and
reinsurer accounts and other special-purpose piodfmet realized investment gains (losses) afrasce policy benefits within the
consolidated statement of operations or accumulatteel comprehensive income within shareholdenstgased on the appropriate
accounting treatment for the instrument.

The amount presented for gains (losses) includediimet loss for assets and liabilities still hatdof the reporting date primarily

represents impairments for fixed maturities, alddldor sale, changes in fair value of trading s#ies and certain derivatives and changes in
fair value of embedded derivative instruments ideltiin liabilities for insurance products that &xis of the reporting date.
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The following table provides additional informatiabout the significant unobservable (Level 3) ispdgveloped internally by the

Company to determine fair value for certain asaatsliabilities carried at fair value at June 3012 (dollars in millions):

Fair value at June Range (weighted
30, 2015 Valuation techniques Unobservable inputs average)
Assets:
Corporate securities (a) $ 52.2 Discounted cash flow  Discount margins 1.50% - 6.05%
analysis (4.09%)
Asset-backed securities (b) 294 Discounted cash flow  Discount margins 1.92% - 4.15%
analysis (2.96%)
Equity security (c) 29.¢ Market approach Projected cash flows Not applicable
Other assets categorized as Level 3 (d) 146.€ Unadjusted third-party  Not applicable Not applicable
price source
Total 258.2
Liabilities:
Future policy benefits (e) 1,074.( Discounted projected  Projected portfolio yields 5.15% - 5.61%
embedded derivatives (5.42%)
Discount rates 0.00 - 3.38%
(1.96%)
Surrender rates 1.98% - 47.88%
(14.16%)
(a) Corporate securities - The significant unobakele input used in the fair value measuremenuofcorporate securities is discount margin

(b)

(©)

(d)
(€)

added to a riskless market yield. Significant iases (decreases) in discount margin in isolatiomdv@sult in a significantly lower
(higher) fair value measurement.

Asset-backed securities - The significant wsobable input used in the fair value measuremktitese assdtacked securities is discot
margin added to a riskless market yield. Signiftdanoreases (decreases) in discount margin intisolaould result in a significantly
lower (higher) fair value measurement.

Equity security - This equity security repnetsean investment in a company that is construaintanufacturing facility. The significant
unobservable input is the cash flows that will baegrated upon completion of the manufacturingitgciGiven the nature of this
investment, the best current indicator of valuthéscost basis of the investment, which we belsgyeroximates market value.

Other assets categorized as Level 3 - Foethssets, there were no adjustments to quoted tyaikes obtained from third-party pricing
sources.

Future policy benefits - The significant uneh&ble inputs used in the fair value measuremieotioembedded derivatives associated
with fixed index annuity products are projectedtfmio yields, discount rates and surrender rdeseases (decreases) in projected
portfolio yields in isolation would lead to a highgwer) fair value measurement. The discount imteased on the Treasury rate adju
by a margin. Increases (decreases) in the discateg would lead to a lower (higher) fair value meament. Assumed surrender rates
are used to project how long the contracts remmaforice. Generally, the longer the contracts asemgd to be in force the higher the fair
value of the embedded derivative.
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The following table provides additional informatiabout the significant unobservable (Level 3) ispdgveloped internally by the
Company to determine fair value for certain asaatsliabilities carried at fair value at Decembgr 3014 (dollars in millions):

Fair value at

Range (weighted

December 31, 201 Valuation techniques Unobservable inputs average)
Assets:
Corporate securities (a) $ 312.1 Discounted cash flow  Discount margins 1.48% - 5.83%
analysis (2.58%)
Asset-backed securities (b) 30.€ Discounted cash flow  Discount margins 1.99% - 4.15%
analysis (2.95%)
Equity security (c) 28.C Market approach Projected cash flows Not applicable
Other assets categorized as Level 3 (d) 148.1 Unadjusted third-party  Not applicable Not applicable
price source
Total 518.¢
Liabilities:
Future policy benefits (e) 1,081.t Discounted projected  Projected portfolio yields 5.15% - 5.61%
embedded derivatives (5.42%)
Discount rates 0.00 - 2.74%
(1.78%)
Surrender rates 1.98% - 47.88%
(14.16%)

(@)

(b)

(©)

(d)
(€)

Corporate securities - The significant unobakle input used in the fair value measuremenuofcorporate securities is discount margin
added to a riskless market yield. Significant iases (decreases) in discount margin in isolatiomdv@sult in a significantly lower
(higher) fair value measurement.

Asset-backed securities - The significant wsobable input used in the fair value measuremktitese assdtacked securities is discot
margin added to a riskless market yield. Signiftdanoreases (decreases) in discount margin intisolaould result in a significantly
lower (higher) fair value measurement.

Equity security - This equity security repnetsean investment in a company that is construaintanufacturing facility. The significant
unobservable input is the cash flows that will baegrated upon completion of the manufacturingitgciGiven the nature of this
investment, the best current indicator of valuthéscost basis of the investment, which we belsgyeroximates market value.

Other assets categorized as Level 3 - Foethssets, there were no adjustments to quoted tyaikes obtained from third-party pricing
sources.

Future policy benefits - The significant uneh&ble inputs used in the fair value measuremieotioembedded derivatives associated
with fixed index annuity products are projectedtfmio yields, discount rates and surrender rdeseases (decreases) in projected
portfolio yields in isolation would lead to a highgwer) fair value measurement. The discount imteased on the Treasury rate adju
by a margin. Increases (decreases) in the discateg would lead to a lower (higher) fair value meament. Assumed surrender rates
are used to project how long the contracts remmaforice. Generally, the longer the contracts asemgd to be in force the higher the fair
value of the embedded derivative.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF CONSOLIDATE D FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

In this section, we review the consolidated finahcondition of CNO at June 30, 2015, and its oidated results of operations for
the six months ended June 30, 2015 and 2014 wdrete appropriate, factors that may affect futimarfcial performance. Please read this
discussion in conjunction with the accompanyingsaidated financial statements and notes.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

Our statements, trend analyses and other informatiotained in this report and elsewhere (such éirigs by CNO with the SEC,
press releases, presentations by CNO or its maregemoral statements) relative to markets for GNfoducts and trends in CNO's
operations or financial results, as well as otlw@iesnents, contain forwaldeking statements within the meaning of the febseaurities law:
and the Private Securities Litigation Reform Actl@05. Forward-looking statements typically arenitfied by the use of terms such as
"anticipate,” "believe," "plan," "estimate," "exggc'project,” "intend," "may," "will," "would," "©ntemplate," "possible," "attempt," "seek,"
"should," "could," "goal," "target," "on track," éenfortable with," "optimistic," "guidance," "outl&® and similar words, although some
forwarddooking statements are expressed differently. ¥foauld consider statements that contain these veanmdgully because they descr
our expectations, plans, strategies and goals anbadiefs concerning future business conditioms,results of operations, financial position,
and our business outlook or they state other "fogiviaoking” information based on currently avaikaibhformation. The "Risk Factors"
section of our 2014 Annual Report on Form 10-K #redRisk Factors section of this 10-Q provide exaspf risks, uncertainties and events
that could cause our actual results to differ nialfgrfrom the expectations expressed in our foumoking statements. Assumptions and
other important factors that could cause our acesllts to differ materially from those anticipdia our forward-looking statements include,
among other things:

» changes in or sustained low interest rates causithgctions in investment income, the margins offowed annuity and life insuran
businesses, and sales of, and demand for, our gpdu

e expectations of lower future investment earningy roause us to accelerate amortization, write doe bdalance of insuran
acquisition costs or establish additional liakektifor insurance products;

» general economic, market and political conditidnsluding the performance of the financial marketich may affect the value
our investments as well as our ability to raiseitedpr refinance existing indebtedness and thé @bdoing so;

» the ultimate outcome of lawsuits filed against nd ather legal and regulatory proceedings to whiehare subjec

e our ability to make anticipated changes to ¢em@n-guaranteed elements of our life insurance proc

e our ability to obtain adequate and timely rateréases on our health products, including our-tengy care busines

» the receipt of any required regulatory approvatgigidend and surplus debenture interest paynfeons our insurance subsidiari

* mortality, morbidity, the increased cost and usafgkealth care services, persistency, the adegofoyr previous reserve estime
and other factors which may affect the profitabitif our insurance products;

» changes in our assumptions related to deferredsitiqn costs or the present value of future pg;
» the recoverability of our deferred tax assets &edeffect of potential ownership changes and texehanges on their vall
* our assumption that the positions we take on ourdturn filings will not be successfully challempgky the IRS

» changes in accounting principles and the interficetahereol
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our ability to continue to satisfy the financiaticeand balance requirements and other covenardsradebt agreemen

our ability to achieve anticipated expense redusti@and levels of operational efficiencies includimgprovements in clain
adjudication and continued automation and ratiaa#ithn of operating systems;

performance and valuation of our investmentsluiting the impact of realized losses (includinhestthantemporary impairme;
charges);

our ability to identify products and markets in aihiwe can compete effectively against competitate greater market share, hig
ratings, greater financial resources and stronggrdrecognition;

our ability to generate sufficient liquidity to memur debt service obligations and other cash n
our ability to maintain effective controls overdincial reporting

our ability to continue to recruit and retain protive agents and distribution partn

customer response to new products, distributiomclis and marketing initiative

our ability to achieve additional upgrades of timafficial strength ratings of CNO and our insuracm@pany subsidiaries as well
the impact of our ratings on our business, ouitghlih access capital, and the cost of capital;

regulatory changes or actions, including thosetirgjao regulation of the financial affairs of omsurance companies, such as
payment of dividends and surplus debenture intéoess, regulation of the sale, underwriting anidipg of products, and health ¢
regulation affecting health insurance products;

changes in the Federal income tax laws and reguktwhich may affect or eliminate the relative tadvantages of some of «
products or affect the value of our deferred tesets

availability and effectiveness of reinsurance ageanents, as well as any defaults or failure ofswiers to perforn
the performance of third party service providerd patential difficulties arising from outsourcingagement:
the growth rate of sales, collected premiums, @gprdéposits and asse

interruption in telecommunication, information techogy or other operational systems or failure taintain the securit
confidentiality or privacy of sensitive data on kgystems;

events of terrorism, cyber attacks, natural disasieother catastrophic events, including loseas fa disease panden
ineffectiveness of risk management policies andgudares in identifying, monitoring and managingsisant

the risk factors or uncertainties listed from titngime in our filings with the SE:

Other factors and assumptions not identified alareealso relevant to the forwalmbking statements, and if they prove incorrectld
also cause actual results to differ materially fiihnwse projected.

All written or oral forward-looking statements #ttrtable to us are expressly qualified in theiireity by the foregoing cautionary
statement. Our forward-looking statements spe&kasof the date made. We assume no obligatiapdate or to publicly announce the
results of any revisions to any of the forward-limgkstatements to reflect actual results, futurenéy or developments, changes in
assumptions or changes in other factors affectingdrward-looking statements.

The reporting of risk-based capital ("RBC") measusenot intended for the purpose of ranking asyiance company or for use in
connection with any marketing, advertising or proiomal activities.
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OVERVIEW

We are a holding company for a group of insuramrapganies operating throughout the United Statesdiazelop, market and
administer health insurance, annuity, individutg insurance and other insurance products. Wesfoouserving the senior and middle-
income markets, which we believe are attractiveleuserved, high growth markets. We sell our pregiticough three distribution channels:
career agents, independent producers (some of wbtirane or more of our product lines exclusivelgil direct marketing.

The Company’s insurance segments are describedbelo

» BankersLife, which markets and distributes Medicare supplem&urance, interest-sensitive life insurance, trat life
insurance, fixed annuities and long-term care msce products to the middiecome senior market through a dedicated fieldda
career agents and sales managers supported byerkef community-based sales offices. The Bankéiessegment includes
primarily the business of Bankers Life and Casu@ltynpany. Bankers Life also has various distrdyuand marketing agreements
with other insurance companies to use Bankersd. d@'eer agents to distribute Medicare AdvantageP&P products in exchange
for a fee.

»  Washington National, which markets and distributes supplemental heaitiuding specified disease, accident and hospital
indemnity insurance products) and life insuranceigdle-income consumers at home and at the werk3ihese products are
marketed through Performance Matters Associatdewrés, Inc. ("PMA") and through independent marigtirganizations and
insurance agencies including worksite marketinge products being marketed are underwritten by \Wg&tm National. This
segment's business also includes certain closettdtif annuities and Medicare supplement policieElwvare no longer being
actively marketed by this segment and were prip#gued or acquired by Washington National.

e Coalonial Penn , which markets primarily graded benefit and sitfigadi issue life insurance directly to customerghi@ senior middle-

income market through television advertising, direail, the internet and telemarketing. The Cab/enn segment includes
primarily the business of Colonial Penn Life In;wga Company ("Colonial Penn").
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The following summarizes our earnings for the thard six months ending June 30, 2015 and 2014afddt millions, except per
share data):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
EBIT (a non-GAAP measure) (a):
Bankers Life $ 86.4 $ 87.4 % 168.¢ $ 171.¢
Washington National 20.1 322 48.€ 63.4
Colonial Penn 4.2 3.8 .7 (2.9
EBIT from business segments 110.% 123.t 215¢ 232.¢
Corporate operations, excluding corporate intezggense (5.0 (3.9 (6.3 (9.7)
EBIT 105.7 119.¢ 209.2 222.¢
Corporate interest expense (11.9 (11.7) (22.9) (22.2)
Operating earnings before taxes 93.¢ 108.% 186.¢ 200.7
Tax expense on operating income 33.C 37.4 65.€ 69.5
Net operating income (a) 60.¢ 71.c 120.¢ 131.2
Earnings of CLIC prior to being sold (net of taxes) — 8.5 — 15.2
Net loss on sale of CLIC and gain on reinsuraraesgiction (including impact
of taxes) (b) — 5 — (295.5)
Net realized investment gains (losses) (net otedlamortization and taxes) (6.9) 7.5 (8.2) 21.1
Fair value changes in embedded derivative liabdi{inet of related
amortization and taxes) 16.¢ (4.9) 8.t (22.0
Fair value changes related to agent deferred cosagien plan (net of taxes) — (7.6 — (7.6
Loss on extinguishment or modification of debt (oktaxes) (21.39) (.4) (21.39) (.4)
Valuation allowance for deferred tax assets andratix items (b) — 4.C — 4.C
Other 2.9 (2.9 (-3) (5.9
Net income (loss) $ 46.€ $ 781 $ 99.6 $ (149.9
Per diluted share:
Net operating income $ 31 % 32 % 61 $ .6C
Earnings of CLIC prior to being sold (net of taxes) — .04 — .07
Net loss on sale of CLIC and gain on reinsurareestction (including
impact of taxes) (b) — .01 — (2.3%)
Net realized investment gains (losses) (net ofedlamortization and taxes) (.03 .03 (.09) .1C
Fair value changes in embedded derivative liaeditinet of related
amortization and taxes) .08 (.02) .04 (-0€)
Fair value changes related to agent deferred cosagien plan (net of taxes) — (.03) — (.04)
Loss on extinguishment or modification of debt (oEtaxes) (.12) — (.11) —
Valuation allowance for deferred tax assets andratix items (b) — .02 — .02
Other (.07) (.02 — (.03
Net income (loss) $ 24 3 35 3 5C % (.69)
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(&) Management believes that an analysis of netating income provides a clearer comparison obfferating results of the Company
from period to period because it excludes: (i)rieeloss on the sale of CLIC and gain on reinstedaransaction, including impact
taxes; (ii) the earnings of CLIC prior to beingdoh July 1, 2014, net of tax€#i) net realized investment gains or losses, net of
related amortization and taxes; (iv) fair valuerges due to fluctuations in the interest rates ts@iscount embedded derivative
liabilities related to our fixed index annuitiegtrof related amortization and taxes; (v) fair eathhanges related to the agent deferred
compensation plan, net of taxes; (vi) loss on gxtishment or modification of debt, net of taxesi) (@hanges in the valuation
allowance for deferred tax assets; and (wiifjer non-operating items consisting primarily géigy in earnings of certain non-strategic
investments and earnings attributable to variattkerést entities Net realized investment gains or losses incl@gains or losses on
the sales of investments; (ii) other-than-temponaryairments recognized through net income; aiidcfianges in fair value of
certain fixed maturity investments with embeddedvagives. EBIT is presented as net operatingime@xcluding corporate inter:
expense and income tax expense. The table aboweaikxs the non-GAAP measures to the correspor@hgP measure.

In addition, management uses these G@¥AP financial measures in its budgeting procdssyicial analysis of segment performa
and in assessing the allocation of resources. Wevieghese non-GAAP financial measures enhandevastor’s understanding of
our financial performance and allows them to malkeeninformed judgments about the Company as a whblese measures also
highlight operating trends that might not othernligetransparent. However, EBIT and net operatingrite are not measurements of
financial performance under GAAP and should notdresidered as alternatives to cash flow from opegactivities, as measures
liquidity, or as alternatives to net income as meas of our operating performance or any other oreasof performance derived in
accordance with GAAP. In addition, EBIT and netrmapi@g income should not be construed as an inéeréimat our future results
will be unaffected by unusual or non-recurring ig2fBBIT and net operating income have limitatiossualytical tools, and you
should not consider such measures either in isolati as substitutes for analyzing our resultepsnted under GAAP. Our
definitions and calculation of EBIT and net opergtincome are not necessarily comparable to oihelasly titted measures used
other companies due to different methods of catimnia

(b) Increase in valuation allowance of $19.4 millin the six months ended June 30, 2014 , relatéie expected change in future
taxable income following the sale of CLIC, is ind&d in the "net loss on sale of CLIC and gain amsigance transaction (including
impact of taxes)".

CRITICAL ACCOUNTING POLICIES

Refer to "Critical Accounting Policies" in our 20Mnual Report on Form 10-K for information on ather accounting policies that
we consider critical in preparing our consolidafiedncial statements.
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RESULTS OF OPERATIONS

The following tables and narratives summarize herating results of our segments (dollars in mkip

Pre-tax operating earnings (a non-GAAP measure) (a)
Bankers Life
Washington National
Colonial Penn
Corporate operations

Gain on reinsurance transaction:
Washington National
Net realized investment gains (losses), net ofedlamortization:
Bankers Life
Washington National
Colonial Penn
Corporate operations

Fair value changes in embedded derivative liabditnet of related
amortization:

Bankers Life
Washington National

Equity in earnings of certain non-strategic investts and earnings
attributable to non-controlling interests:

Corporate operations
Net revenue pursuant to transition and supporicEsagreements:
Corporate operations
Fair value changes related to agent deferred cosagpien plan:
Corporate operations
Transition expenses
Corporate operations
Loss on extinguishment or modification of debt:
Corporate operations
Amounts related to CLIC prior to being sold:
Earnings of CLIC prior to being sold
Loss on sale of CLIC

Income (loss) before income taxes:
Bankers Life
Washington National
Colonial Penn
Corporate operations
Amount related to CLIC prior to being sold

Income (loss) before income taxes

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
$ 86.4 87.. $ 168.¢ $ 171.€
20.1 32.2 48.¢€ 63.2
4.2 3.8 1.7) (2.9
(16.9) (14.%) (28.7) (31.9
93.¢ 108.7 186.¢ 200.7
— 3.8 — 3.8
.3 1.€ (1.5 34
(4.9 1.2 (5.0 30.2
(.2) 2 (.2) 4
7.7) 3 (6.0) (1.€)
(10.9 11.€ (12.€) 32.t
25.4 (7.3 12.¢ (18.2)
.3 (-1 .2 (-2
25.7 (7.9) 13.C (18.9)
(1.2 (2.9) 6.7 (6.2)
2.C — 2.€ —
— (11.9) — (11.¢)
(4.5) — (9.0 —
(32.¢) (.6) (32.¢) (.6)
— 13.C — 23.L
— — — (278.6
— 13.C — (255.9)
114.1 82.C 179.¢ 156.¢
15.€ 37.2 43.¢ 97.c
4.C 4.C (1.9 2.0)
(61.0 (21.¢) (66.9) (52.7)
— 13.C — (255.9)
$ 72.7 114« % 155.C % (55.2)
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(@) These non-GAAP measures as presented in the ahble and in the following segment financiabdand discussions of segment
results exclude the net loss on the sale of CLHE giarnings of CLIC prior to being sold, net readiznvestment gains (losses), fair
value changes in embedded derivative liabilities,af related amortization, fair value changesteelao the agent deferred
compensation plan, equity in earnings of certain-siwategic investments and earnings attributab\lEs, net revenue pursuant to
transition and support services agreements , logxtnguishment or modification of debt and befm@me taxes. These are
considered non-GAAP financial measures. A non-GAwdasure is a numerical measure of a company'srpehce, financial
position, or cash flows that excludes or include®ants that are normally excluded or included msntost directly comparable
measure calculated and presented in accordanceéSAP.

These non-GAAP financial measures of "pag-operating earnings” differ from "income (lobgfore income taxes" as presented in
consolidated statement of operations prepareddardance with GAAP due to the exclusion of thelass$ on the sale of CLIC, the
earnings of CLIC prior to being sold, realized istraent gains (losses), fair value changes in endzeddrivative liabilities, net of
related amortization, fair value changes relateithéoagent deferred compensation plan, equity riniegs of certain non-strategic
investments and earnings attributable to VIEsr@etnue pursuant to transition and support sengdgesements and loss on
extinguishment or modification of debt. We measegment performance excluding these items becetidelieve that this
performance measure is a better indicator of thyoimy businesses and trends in our business. @uagyr investment focus is on
investment income to support our liabilities fosumance products as opposed to the generatiomlifad investment gains (losses),
and a long-term focus is necessary to maintairitatufity over the life of the business. Realizegeéstment gains (losses), fair value
changes in embedded derivative liabilities, faiueachanges related to the agent deferred compengdén and equity in earnings of
certain non-strategic investments and earningbatable to VIEs depend on market conditions andatonecessarily relate to
decisions regarding the underlying business osegments. However, "pre-tax operating earningssdwt replace "income (loss)
before income taxes" as a measure of overall piuifity.

We may experience realized investment gains (Ipsstéch will affect future earnings levels sinagr anderlying business is long-
term in nature and we need to earn the assumeeshtates on the investments backing our liabdlifor insurance products to
maintain the profitability of our business. In #dth, management uses this non-GAAP financial meam its budgeting process,
financial analysis of segment performance and $essing the allocation of resources. We believeetihhen-GAAP financial measures
enhance an investor's understanding of our finapeidormance and allows them to make more inforjnedments about the
Company as a whole. These measures also higlolggrating trends that might not otherwise be traremm. The table above
reconciles the non-GAAP measure to the correspogn@AP measure.

General: CNO is the top tier holding company for a groupnsfurance companies operating throughout the Uidtates that develop,
market and administer health insurance, annuitlividual life insurance and other insurance prosiudéfe distribute these products through
our Bankers Life segment, which utilizes a caregmay force, through our Washington National segmehich utilizes independent
producers and through our Colonial Penn segmenthattilizes direct response marketing.
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Bankers Life (dollarsin millions)

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
Premium collections:
Annuities $ 187.1 $ 200.¢ 358.6 $ 391.c
Medicare supplement and other supplemental health 302.t 310.1 607.1 625.€
Life 114.% 101.t 222.2 195.t
Total collections $ 603.¢ $ 612. 1,188.. $ 1,212.
Average liabilities for insurance products:
Fixed index annuities $ 4,023¢ $ 3,575.° 3,987.¢ $ 3,519.
Fixed interest annuities 3,523.¢ 3,889.¢ 3,573." 3,936.:
SPIAs and supplemental contracts:
Mortality based 190.¢ 206.t 192.€ 204.¢
Deposit based 153.% 148.1 153.( 149.1
Health:
Long-term care 4,955.( 4,682.! 5,011.. 4,625.:
Medicare supplement 327.¢ 330.¢ 332.: 334.¢
Other health 46.€ 47.1 47.% 46.¢
Life:
Interest sensitive 635.2 552.t 625.1 542.¢
Non-interest sensitive 931.1 693.¢ 921.2 683.(
Total average liabilities for insurance products, of
reinsurance ceded $ 14,787.¢  $ 14,126.: 14,8444 % 14,041.1
Revenues:
Insurance policy income $ 413¢ $ 408.1 826.6 $ 824.¢
Net investment income:
General account invested assets 230.¢ 220.t 460.1 440.:
Fixed index products (5.7) 27.1 (8.4) 31.7
Fee revenue and other income 6.5 5.8 12.€ 11.1
Total revenues 645.¢ 661.t 1,291.: 1,307.t
Expenses:
Insurance policy benefits 371.7 356.( 735.1 721.%
Amounts added to policyholder account balances:
Cost of interest credited to policyholders 30.C 32.2 60.2 65.1
Cost of options to fund index credits, net of fatfees 14.C 12.1 28.% 24.1
Market value changes credited to policyholders (5.0 27.¢ (7.7) 32.C
Amortization related to operations 47.7 45.2 99.2 93.¢
Interest expense on investment borrowings 2.1 1.¢ 4.2 28E
Other operating costs and expenses 98.7 98.¢ 203.C 195.¢
Total benefits and expenses 559.2 574.1 1,122t 1,135.¢
Income before net realized investment gains (I9sses of related
amortization, and fair value changes in embeddedate/e liabilities, net
of related amortization, and income taxes 86.4 87.¢ 168.¢ 171.¢
Net realized investment gains (losses) 2.5 2.C (2.5) 8L
Amortization related to net realized investmenngdiosses) (.2) (.1 — (.)
Net realized investment gains (losses), net ofedlamortization 2.3 1.¢€ .5 3.4
Insurance policy benefitsfair value changes in embedded deriva
liabilities 32.€ (9.6 16.€ (24.9)
Amortization related to fair value changes in endsztiderivative
liabilities (7.4 2.8 (3.8 6.1
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amortization 254 (7.9 12.€ (18.2)

Income before income taxes $ 1141 $ 82.C $ 179.¢  $ 156.¢
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Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Health benefit ratios:
All health lines:
Insurance policy benefits $ 302.C % 301t % 601.C $ 608.7
Benefit ratio (a) 96.4% 94.(% 95.€% 93.5%
Medicare supplement:
Insurance policy benefits $ 1322 $ 1342 $ 262t % 265.¢
Benefit ratio (a) 68.7% 69.5% 68.(% 68.6%
Long-term care:
Insurance policy benefits $ 169.¢ $ 1672 $ 338t % 337.t
Benefit ratio (a) 140.7% 131.2% 139.2% 131.€%
Interest-adjusted benefit ratio (b) 84.€% 79.2% 83.8% 80.1%

(@) We calculate benefit ratios by dividing the relapedduct's insurance policy benefits by insuranaep income

(b) We calculate the interest-adjusted benefib @ non-GAAP measure) for Bankers Life's longvterare products by dividing such
product's insurance policy benefits less the imghutterest income on the accumulated assets battkénimsurance liabilities by policy
income. These are considered non-GAAP financialsunes. A non-GAAP measure is a numerical measuascompany's
performance, financial position, or cash flows tletludes or includes amounts that are normalljuebed or included in the most
directly comparable measure calculated and predémtccordance with GAAP.

These non-GAAP financial measures of "interest-stéjdl benefit ratios" differ from "benefit ratiosielto the deduction of imputed
interest income on the accumulated assets badkenmsurance liabilities from the product's inseepolicy benefits used to determ
the ratio. Interest income is an important factomieasuring the performance of health productsaiteéxpected to be inforce for a
longer duration of time, are not subject to unilatehanges in provisions (such as non-cancelatd@aranteed renewable contracts)
and require the performance of various functiorsssarvices (including insurance protection) foreatended period of time. The net
cash flows from long-term care products generalyse an accumulation of amounts in the early y&faasgpolicy (accounted for as
reserve increases) that will be paid out as benigfilater policy years (accounted for as reses@ahses). Accordingly, as the policies
age, the benefit ratio will typically increase, It increase in benefits will be partially offegtthe imputed interest income earned on
the accumulated assets. The inteesljtisted benefit ratio reflects the effects of sintbrest income offset (which is equal to the tab
interest on the related insurance liabilities).c8imterest income is an important factor in maaguhe performance of this product,
management believes a benefit ratio that include®ffect of interest income is useful in analyzimgduct performance. We utilize t
interest-adjusted benefit ratio in measuring sedmerformance because we believe that this perfoceaneasure is a better indicator
of the ongoing businesses and trends in the busihlsvever, the "interestdjusted benefit ratio” does not replace the "berafo" as

a measure of current period benefits to curreribdensurance policy income. Accordingly, managetmewmiews both "benefit ratios"
and "interest-adjusted benefit ratios" when analyzhe financial results attributable to these potsl The imputed investment income
earned on the accumulated assets backing BanKets lang-term care reserves was $67.7 million&6®l3 million in the three
months ended June 30, 2015 and 2014 , respectamdywas $134.8 million and $132.0 million in tirersonths ended June 30, 2015
and 2014 , respectively.

Total premium collectionswere $603.9 million in the second quarter of 2086wn 1.4 percent from 2014 and were $1,188.1 onilli
in the first six months of 2015 , down 2.0 perdeotn 2014 . The reduction in premium collectionssvpaimarily driven by a reduction in
premiums from fixed interest annuity products retfleg the low interest rate environment in recestigrls. See "Premium Collections" for
further analysis of Bankers Life's premium collens.

Average liabilities for insurance products, net of reinsurance ceded were $14.8 billion in the second quarter of 20Wp 4.7 percent
from 2014 and were $14.8 billion in the first sionths of 2015 , up 5.7 percent from 2014 . Sucheaye
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liabilities for long-term care products were incged by $250 million and $84 million in the secondders of 2015 and 2014 , respectively,
and $322 million and $42 million in the six mon#vsded June 30, 2015 and 2QY4éspectively, to reflect the premium deficiendiest woulc
exist if unrealized gains on the assets backing pueducts had been realized and the proceedsthrersales of such assets were invested at
then current yields. Such increase is reflecteal r@gluction of accumulated other comprehensivenigcdn addition, the increase in the non-
interest sensitive life reserves in the 2015 periodluded approximately $155 million of reservelated to the recapture of a block of life
insurance in July 2014. Excluding the impact ofdf@erementioned items, the increase in averagéitiab for insurance products was
primarily due to new sales and the amounts addedltoyholder account balances on interest-semsjiroducts.

I nsurance policy incomeis comprised of premiums earned on policies whicvigde mortality or morbidity coverage and fees and
other charges assessed on other policies. Insupeticy income in the first six months of 2014 ndéd $6.8 million related to adjustments
for the PDP quota-share reinsurance agreemeniviigaterminated in August 2013.

Net investment income on general account invested assets (which excludes income on policyholder accounts$ $230.9 millionn the
second quarter of 2015 , up 4.7 percent from 2@ ,was $460.1 million in the first six months26fL5 , up 4.5 percent from 2014 . The
increase in net investment income is due to higkeeral account invested assets resulting frons salé increased persistency of our annuity
and health products in recent periods and higregpgyment income. Prepayment income was $8.1 miliah$3.2 million in the second
quarters of 2015 and 2014 , respectively, and Was5$million and $4.4 million in the first six mdrgt of 2015 and 2014 , respectively.

Net investment income related to fixed index products represents the change in the estimated fair vdloptions which are purchased
in an effort to offset or hedge certain potentiahéfits accruing to the policyholders of our fixadex products. Our fixed index products are
designed so that investment income spread is eagbéotbe more than adequate to cover the coseadgtions and other costs related to these
policies. Net investment income (loss) relatefixed index products was $(5.7) million and $27.ilion in the second quarters of 2015 and
2014 , respectively, and was $(8.4) million and.$3tillion in the first six months of 2015 and 20lrspectively. Such amounts were
substantially offset by the corresponding chargedjt) toamounts added to policyholder account balances - market value changes credited
to policyholders . Such income and related charges fluctuate bas#oeovalue of options embedded in the segmereésl index annuity
policyholder account balances subject to this Heaatl to the performance of the index to whichréteirns on such products are linked.

Feerevenue and other income was $6.5 million and $5.8 million , in the secondhgers of 2015 and 2014 , respectively, and was
$12.8 million and $11.1 million , in the first smonths of 2015 and 2014 , respectively. These atsondude revenues earned under
distribution and marketing agreements to sell MadicAdvantage and PDP products of other insuraoieganies. The increase reflects
higher sales of third party products by Bankersgye

Insurance policy benefits fluctuated as a result of the factors summarizéoMbr benefit ratios. Benefit ratios are caldathby
dividing the related insurance product’s insurapakcy benefits by insurance policy income.

The Medicare supplement business consists of bdilidual and group policies. Government regulaigenerally require us to att:
and maintain a ratio of total benefits incurredatal premiums earned (excluding changes in pdieyefit reserves), after three years fron
original issuance of the policy and over the lifedi of the policy, of not less than 65 percent ahvidual products and not less than 75 pet
on group products, as determined in accordances#atiutory accounting principles. Since the insaeaproduct liabilities we establish for
Medicare supplement business are subject to sigmifiestimates, the ultimate claim liability weunéor a particular period is likely to be
different than our initial estimate. Our benefitioa were 68.7 percent and 69.5 percent in thersbqaarters of 2015 and 2014 , respectively,
and 68.0 percent and 68.6 percent in the firstredrths of 2015 and 2014espectively. We currently expect the benefiorah this Medicar
supplement business to be in the 70 percent ramgegthe remainder of 2015.

The net cash flows from our long-term care prodgetserally cause an accumulation of amounts ireénly years of a policy
(accounted for as reserve increases) which wiidid out as benefits in later policy years (accedror as reserve decreases). Accordingly,
as the policies age, the benefit ratio typicallgr@ases, but the increase in reserves is partieiigt by investment income earned on the
accumulated assets. The benefit ratio on our termg-care business in the Bankers Life segmentl4@s’ percent and 131.2 percent in the
second quarters of 2015 and 2014 , respectivetywas 139.2 percent and 131.6 percent in thedixsthonths of 2015 and 2014 ,
respectively. The interest-adjusted benefit ratighis business was
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84.6 percent and 79.2 percent in the second quarfé&015 and 2014 , respectively, and was 83.8améland 80.1 percent in the first six
months of 2015 and 2014 , respectively. The irgea the interest-adjusted benefit ratio in th&52periods includes the impacts of changes
in assumptions initiated in the first quarter ol 3Gegarding our future loss reserves. The chaimgassumptions were not a result of any
adjustment to our total expectations of projecteddifs and losses on the long-term care block, @y impact the timing of the future loss
reserve increases. The assumption changes hadpagtion insurance liabilities determined in accoodawith statutory accounting
principles.

Our projections of estimated future profits on ldweg-term care block indicate that profits will lEzognized in earlier years, followed
by losses in later years. We recognize future lessrves during the period the block is profitdableffset the losses in the future period. As a
result of the projected future losses, the inteagfiisted benefit ratio will increase on this bl@skit ages and as new business becomes less
a component of the overall inforce. We estimateftitere loss reserve based on our current beshatss of morbidity, persistency, premium
rates, maintenance expense and investment yieldshwestimates are generally updated annually. Mieased the future loss reserve related
to our long-term care blocks of business by $8llianiand $5.4 million in the second quarters o12@&nd 2014 , respectively, and $17.1
million and $10.8 million in the first six month$ 2015 and 2014 , respectively. We currently expleetinterest-adjusted benefit ratio on this
long-term care business will be in the 84 percange during the remainder of 2015.

Insurance policy income and insurance policy beénéfithe first six months of 2014 included $6.8liom and $5.3 million,
respectively, related to adjustments for the PDétayshare reinsurance agreement that was termimafeeust 2013. These amounts
represent adjustments to earnings on such busiekeéed to periods prior to the termination of dygeement.

Amounts added to policyholder account balances - cost of interest credited to policyholders were $30.0 million and $32.2 million in
the second quarters of 2015 and 2014 , respectiartywere $60.3 million and $65.1 million in thest six months of 2015 and 2014 ,
respectively. The weighted average crediting ratetfese products was 2.8 percent in both the segoarters of 2015 and 2014nd was 2.
percent in both the first six months of 2015 an@420The average liabilities of the fixed interashuity block were $3.6 billion and $3.9
billion in the first six months of 2015 and 201¢espectively. The decrease in the liabilities edab these annuities reflects the low interest
rate environment and consumer preference for finddx products.

Amounts added to policyholder account balance$iXxed index products represent a guaranteed minimaimof return and a higher
potential return that is based on a percentage'gduicipation rate") of the amount of increaselia value of a particular index, such as the
S&P 500 Index, over a specified period. Such an®inaiude our cost to fund the annual index credits of policies that are canceled prior
to their anniversary date (classifiedcast of optionsto fund index credits, net of forfeitures). Market value changes in the underlying ind
during a specified period of time are classifiearasket value changes credited to policyholders . Such market value changes are generally
offset by thenet investment income related to fixed index products discussed above.

Amortization related to operationsincludes amortization of deferred acquisition c@std the present value of future profits. Deferred
acquisition costs and the present value of futuoéitp are collectively referred to as “insuranceusition costs". Insurance acquisition costs
are generally amortized either: (i) in relatiorthe estimated gross profits for interest-sensitfeeand annuity products; or (ii) in relation to
actual and expected premium revenue for other mtsdun addition, for interest-sensitive life amuhuity products, we are required to adjust
the total amortization recorded to date throughsthgement of operations if actual experience loeroévidence suggests that earlier estimates
of future gross profits should be revised. Accogtiihamortization for interest-sensitive life anthaity products is dependent on the profits
realized during the period and on our expectatfdiutare profits. For other products, we amoriizeurance acquisition costs in relation to
actual and expected premium revenue, and amodizaionly adjusted if expected premium revenuagha or if we determine the balance
of these costs is not recoverable from future ofBankers Life’s amortization expense was $47illion and $45.4 million in the second
quarters of 2015 and 2014 , respectively, and 88s3#million and $93.6 million in the first six mitrs of 2015 and 2014 , respectively.

I nterest expense on investment borrowings represents interest expense on collateralized Wworgs as further described in the note to
the consolidated financial statements entitled éstinent Borrowings".
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Other operating costs and expenses in our Bankers Life segment were $98.7 millionhe second quarter of 2015, down .2 percent
from 2014 , and were $203.0 million in the first sionths of 2015 , up 3.8 percent from 20Bther operating costs and expenses includ
following (dollars in millions):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Commission expense and agent manager benefits $ 15¢ $ 14: $ 325 % 28.1
Other operating expenses 82.¢ 84.€ 170.t 167.5
Total $ 98.7 $ 98¢ $ 203.C $ 195.¢

The increase in commission and agent manager beirethe first six months of 2015 reflects theykarin-force block and increased
costs associated with the agent deferred compengaiein due to lower interest rates. The increasgtier operating expenses in the first six
months of 2015 primarily reflects higher non-dedibte marketing and recruiting costs.

Net realized investment gains (losses) fluctuated each period. During the first six montfi®015 , we recognized $.4 million of net
losses from the sales of investments (primarilgdixnaturities) and $1.1 million of writedowns o¥@stments for other than temporary
declines in fair value recognized through net ineoBwuring the first six months of 2014 , we recagui $5.5 million of net gains from the
sales of investments (primarily fixed maturitieafl&2.0 million of writedowns of investments fohet than temporary declines in fair value
recognized through net income.

Amortization related to net realized investment gainsis the increase or decrease in the amortizationsoirance acquisition costs
which results from realized investment gains oséss When we sell securities which back our intesessitive life and annuity products at a
gain (loss) and reinvest the proceeds at a diftsriefd, we increase (reduce) the amortizatiomstirance acquisition costs in order to reflect
the change in estimated gross profits due to thesdbsses) realized and the resulting effectsiimeated future yields. Sales of fixed matt
investments resulted in an increase in the amdidizaf insurance acquisition costs of $.2 millemd $.1 million in the second quarters of
2015 and 2014 , respectively, and nil and $.1 arilin the first six months of 2015 and 2014 , resigely.

I nsurance policy benefits - fair value changesin embedded derivative liabilities represents fair value changes due to fluctuatiorise
interest rates used to discount embedded derividiviities related to our fixed index annuities.

Amortization related to fair value changesin embedded derivative liabilitiesis the increase or decrease in the amortizationsofrance

acquisition costs which results from changes iargst rates used to discount embedded derivatibdities related to our fixed index
annuities.
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Washington National (dollarsin millions)

Premium collections:
Supplemental health and other health
Medicare supplement
Life
Annuity
Total collections
Average liabilities for insurance products:
Fixed index annuities
Fixed interest annuities
SPIAs and supplemental contracts:
Mortality based
Deposit based
Separate Accounts
Health:
Supplemental health
Medicare supplement
Other health
Life:
Interest sensitive
Non-interest sensitive
Total average liabilities for insurance products, of reinsurance ceded
Revenues:
Insurance policy income
Net investment income:
General account invested assets
Fixed index products

Trading account income related to reinsurer aceount

Change in value of embedded derivatives relatedadified coinsurance
agreements

Trading account income related to policyholder acte
Fee revenue and other income
Total revenues
Expenses:
Insurance policy benefits
Amounts added to policyholder account balances:
Cost of interest credited to policyholders
Cost of options to fund index credits, net of fdrfees
Market value changes credited to policyholders
Amortization related to operations
Interest expense on investment borrowings
Other operating costs and expenses

Total benefits and expenses

Income before net realized investment gains (Isaes fair value changes in
embedded derivative liabilities, net of related amation, and income taxes

Gain on reinsurance transaction

Net realized investment gains (losses)

Amortization related to net realized investmenhadinsses

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014

136.7 $ 129.7 269.¢ $ 256.2
17.1 21.7 35.2 42.¢
7.C 6.4 13.¢ 12.¢
1.1 .6 1kt 1.2
161.¢ $ 158.4 3206 $ 313.1
391¢ $ 426.% 396.. $ 430.C
121.¢ 131.¢ 123.2 132.¢
261.% 242.¢ 264.€ 2442
259.¢ 252.% 258.¢ 250.¢
5.4 9.7 5.t 10.C
2,478.¢ 2,415." 2,466.¢ 2,340.
30.¢ 36.C 32.2 36.Z
14.¢ 16.€ 15.C 13.¢
152.2 160.: 152.¢ 163.1
186.5 192.¢ 187.% 193.«
3,903 $ 3,884.( 3,902 $ 3,815.:
159.¢ % 156.7 3191 % 312.%
63.2 67.€ 127.¢ 135.¢
(-2 2.8 4 3.7
— (-2 — 14
— 2 — (2.9
— 14 4 1.2
.3 2 7 4
223.( 228.7 448.t 453.t
138.¢ 123.c 267.¢ 249.%
3.7 4.C 7.4 7.4
i 14 3.C 2.¢
(.3 4.1 7 5.C
13.7 16.C 29.C 32.c
5 5 .9 .9
44.¢ 47.1 91.C 92.2
202.¢ 196.< 399.¢ 390.1
20.1 325 48.€ 63.2
— 3.6 — 3.6
4.7) 1.2 (4.9) 30.7

(1

(1

(.4



Net realized investment gains (losses), net ofedlamortization (4.9 1.2 (5.0 30.2

Insurance policy benefits - fair value changesniibedded derivative liabilities 1.2 (.5) 5 (1.0
Amortization related to fair value changes in endsetiderivative liabilities (-9 4 (-3 .8

Fair value changes in embedded derivative liabditnet of related
amortization .3 (.1 2 (.2
Income before income taxes $ 15¢ $ 37z $ 438 $ 97.%
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Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Health benefit ratios:
Medicare supplement:
Insurance policy benefits $ 116 3 13€ % 241 % 28.2
Benefit ratio (a) 64.€% 61.7% 63.% 62.8%
Supplemental health and other:
Insurance policy benefits $ 121«  $ 101.¢  $ 2306 % 201.1
Benefit ratio (a) 90.2% 80.2% 86.4% 79.€%
Interest-adjusted benefit ratio (b) 65.7% 54.8% 61.7% 53.9%
(a) We calculate benefit ratios by dividing thiated producs insurance policy benefits by insurance policypme

(b)

We calculate the interest-adjusted benefib @ non-GAAP measure) for Washington Nationalispgemental health products by
dividing such product’s insurance policy beneféisd the imputed interest income on the accumuéeteets backing the insurance
liabilities by policy income. These are considenet-GAAP financial measures. A non-GAAP meassr@ numerical measure of a
company's performance, financial position, or déshis that excludes or includes amounts that arenatly excluded or included in t
most directly comparable measure calculated amsepted in accordance with GAAP.

These non-GAAP financial measures of "interest-stéjdl benefit ratios" differ from "benefit ratiosielto the deduction of imputed
interest income on the accumulated assets badkemsurance liabilities from the product’s insuwraipolicy benefits used to
determine the ratio. Interest income is an impurtactor in measuring the performance of healtidpcts that are expected to be
inforce for a longer duration of time, are not @dbjto unilateral changes in provisions (such asgancelable or guaranteed renewable
contracts) and require the performance of variaustions and services (including insurance pradegtior an extended period of
time. The net cash flows from supplemental headtiducts generally cause an accumulation of amanrke early years of a policy
(accounted for as reserve increases) that willdie put as benefits in later policy years (accodiite as reserve

decreases). Accordingly, as the policies agebémefit ratio will typically increase, but the iease in benefits will be partially offset
by the imputed interest income earned on the actaiediassets. The interest-adjusted benefit rafiects the effects of such interest
income offset (which is equal to the tabular ins¢x@ the related insurance liabilities). Sincefiast income is an important factor in
measuring the performance of these products, mamaebelieves a benefit ratio that includes theafof interest income is useful in
analyzing product performance. We utilize thenestadjusted benefit ratio in measuring segment perdoicea because we believe
this performance measure is a better indicaton@bihgoing businesses and trends in the busihtmsever, the "interest-adjusted
benefit ratio” does not replace the "benefit ratie"a measure of current period benefits to cuperibd insurance policy income.
Accordingly, management reviews both "benefit igtiand "interest-adjusted benefit ratios" when yiaf the financial results
attributable to these products. The imputed inaest income earned on the accumulated assets gatidrsupplemental health
reserves was $33.1 million and $32.4 million in theee months ended June 30, 2015 and 2014 , tesge¢cand was $65.9 million
and $65.0 million in the six months ended June2BA5 and 2014 , respectively.

Total premium collectionswere $161.9 million in the second quarter of 20Lp 2.2 percent from 2014 , and were $320.6 million

the first six months of 2015 , up 2.4 percent frddi4 , driven by sales and higher persistency@ttdgment's supplemental health block. See
"Premium Collections" for further analysis of fluations in premiums collected by product.

Average liabilities for insurance products, net of reinsurance ceded were $3.9 billion in the second quarter of 2018 .5 percent froi

2014 , and were $3.9 billion in the first six mosnthf 2015 , up 2.3 percent from 2014 , reflectingrecrease in the health blocks; partially
offset by the run-off of the annuity blocks.

Insurance policy incomeis comprised of premiums earned on traditionaliasoe policies which provide mortality or morbidity

coverage and fees and other charges assessedeompatibies. Such income increased in recent perasd
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supplemental health premiums have increased censisith sales; partially offset by the decreaskladicare supplement premiums.

Net investment income on general account invested assets (which excludes income on policyholder and reinsaceounts) was $63.3
million in the second quarter of 2015 , down 6.4cpat from 2014 , and was $127.9 million in thstfsix months of 2015 , down 5.8 percent
from 2014 . As a result of the sale of CLIC, inwesht income decreased by approximately $2 millioch $4 million in the three and six
months ended June 30, 2015, representing thetineasincome earned on the invested assets baakiark of health business issued by
CLIC and included in the Washington National segm8uobsequent to the sale of CLIC, such businessded to Washington National
through a modified coinsurance agreement purseanhich all invested assets related to the ins@wéhack are held by CLIC.

Net investment income related to fixed index products represents the change in the estimated fair vdloptions which are purchased
in an effort to offset or hedge certain potentiahéfits accruing to the policyholders of our fixadex products. Our fixed index products are
designed so that investment income spread is eagbéotbe more than adequate to cover the coseadgtions and other costs related to these
policies. Net investment income (loss) relatedxed index products was $(.2) million and $2.8 riilin the second quarters of 2015 and
2014 , respectively, and was $.4 million and $3ilfian in the first six months of 2015 and 2014spectively. Such amounts were
substantially offset by the corresponding chargantounts added to policyholder account balances - market value changes credited to
policyholders. Such income and related charges fluctuate baséide value of options embedded in the segmexdd index annuity
policyholder account balances subject to this Heaatl to the performance of the index to whichréteirns on such products are linked.

Trading account income related to reinsurer accounts represented the income on trading securities wiviete held to act as hedges
for embedded derivatives related to a modified swiance agreement. The income on such trading atseaurities was designed to
substantially offset the change in value of embddibrivatives related to a modified coinsuranceeagrent. Such trading securities were :
in the second quarter of 2014 in conjunction wihth tecapture of a modified coinsurance agreement.

Changein value of embedded derivatives related to a modified coinsurance agreement - we transferred a specific block of investme
related to this agreement to our trading securéd@ount, which we carried at estimated fair valith changes in such value recognized as
trading account income. The change in the value@embedded derivative was largely offset by thenge in value of the trading securities.
In the second quarter of 2014, we recaptured tlodified coinsurance agreement and the embeddedhtigs was eliminated.

Trading account income related to policyholder accounts represents the income on investments backing thkemnstrategies of certa
annuity products which provide for different ratéscash value growth based on the experience afticplar market strategy. The income on
our trading account securities is designed to smisily offset certain amounts included in insw@policy benefits related to the
aforementioned annuity products.

Insurance policy benefits fluctuated as a result of the factors summarizéovbeBenefit ratios are calculated by dividing tie¢ated
insurance product's insurance policy benefits Byiiance policy income.

Washington National's Medicare supplement busipgsgarily consists of individual policies. The imance product liabilities we
establish for our Medicare supplement businessuagect to significant estimates and the ultimdaécliability we incur for a particular
period is likely to be different than our initisdtémate. Governmental regulations generally requ# to attain and maintain a ratio of total
benefits incurred to total premiums earned (exdgdihanges in policy benefit reserves), after tlygses from the original issuance of the
policy and over the lifetime of the policy, of ness than 65 percent on these products, as detdrimiraccordance with statutory accounting
principles. Insurance margins (insurance policpme less insurance policy benefits) on these ptsduere $6.5 million and $8.5 million in
the second quarters of 2015 and 2014 , respectiaetywere $13.6 million and $16.8 million in thest six months of 2015 and 2014 ,
respectively. Such decrease reflects the run-affisfbusiness as we discontinued new sales of deglisupplement business in this segment
in the fourth quarter of 2012.

Washington National's supplemental health prod{ictduding specified disease, accident and hospits@mnity products) generally
provide fixed or limited benefits. For example, p@nts under cancer insurance policies are genenatle directly to, or at the direction of,
the policyholder following diagnosis of, or treatmiéor, a covered type of cancer.
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Approximately three-fourths of our supplementalltiepolicies inforce (based on policy count) arkseith return of premium or cash value
riders. The return of premium rider generally po®s that after a policy has been inforce for aiipdaumber of years or upon the
policyholder reaching a specified age, we will payhe policyholder, or a beneficiary under theipglthe aggregate amount of all premiums
paid under the policy, without interest, less thgragate amount of all claims incurred under tHepoThe cash value rider is similar to the
return of premium rider, but also provides for p&ymof a graded portion of the return of premiumdii if the policy terminates before the
return of premium benefit is earned. Accordinghge het cash flows from these products generallyitraésthe accumulation of amounts in 1
early years of a policy (reflected in our earniaggeserve increases) which will be paid out agfitsrin later policy years (reflected in our
earnings as reserve decreases which offset thedirgaf benefit payments). As the policies age, ltkenefit ratio will typically increase, but
the increase in benefits will be partially offsgtihvestment income earned on the accumulatedsadde benefit ratio will fluctuate
depending on the claim experience during the year.

Insurance margins (insurance policy income lessraree policy benefits) on supplemental health petslwere $13.0 million and
$25.0 million in the second quarters of 2015 anti420respectively, and were $36.4 million and $5tillion in the first six months of 2015
and 2014 , respectively. The interest-adjusted fiteia¢io on this supplemental health business 8&3 percent and 54.8 percent in saeon
quarters of 2015 and 2014 , respectively, and vag fiercent and 53.9 percent in the first six meah2015 and 2014 , respectively. In the
three and six months ended June 30, 2015 , thesinse margin on these products was reduced by appately $9 million and $12 million,
respectively, due to the unfavorable developmemtriof period incurred claim estimates. After adijug for this item, the interest-adjusted
benefit ratio was 59.0 percent and 57.2 percetitdrthree and six months ended June 30, 2015¢ategly.

The unfavorable reserve developments recogniz#fitisecond quarter of 2015 were based on the ctiomplef an in-depth review of
recent claim trends in the block, including the &opof newer cancer treatments on claims. In regeatters, we have observed and disclosed
increases in insurance policy benefits for our smppental health products. As these developmentsgadewe initiated an in-depth claim
review. The review revealed some recent claim sendcertain blocks of supplemental health busitfetswarranted additional analysis. -
additional analysis revealed longer and highetttneat patterns for cancer claims than previoustpgeaized in our claim reserving process.
An example of changes in cancer treatment we ribtcan increase in the use of expensive oral dather than intravenous chemotherapy.
We have also observed an increase in the lengimefclaimants remain on a treatment regimen. Claiserves for supplemental health
business are developed using data that extendsadirae period that is sufficient in an effort tamguce credible averages and avoid over-
reacting to normal ranges of claim volatility. Irder to recognize the new claim patterns, we haweetened the averaging period. We believe
this approach now fully recognizes the new emergriegtment patterns for claims incurred throughed8®, 2015. Given our expectation that
recent levels of claims will continue into the freuwe currently expect this block's interest-adjd$enefit ratio to be in the 58 percent range
during the remainder of 2015.

Amounts added to policyholder account balances - cost of interest credited to policyholders were $3.7 million and $4.0 million in the
second quarters of 2015 and 2014 , respectivetyywaane $7.4 million in both the first six months2gf15 and 2014 .

Amounts added to policyholder account balance$iXed index products represent a guaranteed minimaimof return and a higher
potential return that is based on a percentage'gduicipation rate") of the amount of increaselia value of a particular index, such as the
S&P 500 Index, over a specified period. Such an®inaiude our cost to fund the annual index credits of policies that are canceled prior
to their anniversary date (classifiedcast of optionsto fund index credits, net of forfeitures). Market value changes in the underlying ind
during a specified period of time are classifiearasket value changes credited to policyholders . Such market value changes are generally
offset by thenet investment income related to fixed index products discussed above.

Amortization related to operations includes amortization of insurance acquisition sostsurance acquisition costs are generally
amortized in relation to actual and expected premievenue, and amortization is only adjusted ifezxed premium revenue changes or if we
determine the balance of these costs is not reableefrom future profits. Such amounts were gehecainsistent with the related premium
revenue. A revision to our current assumptionsaoesult in increases or decreases to amortizatipense in future periods.

I nterest expense on investment borrowings represents interest expense on collateralized Wworgs as further described in the note to
the consolidated financial statements entitled éstinent Borrowings".
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Other operating costs and expenses were $44.9 million and $47.1 million in the secandrters of 2015 and 2014 , respectively, and
were $91.0 million and $92.3 million in the firsk snonths of 2015 and 2014 , respectively. Othearaping costs and expenses include
commission expense of $16.9 million and $15.9 onillin the second quarters of 2015 and 2014 , réspbg and $34.6 million and $32.1
million in the first six months of 2015 and 201respectively. The increase in commission expenserisistent with the growth in the
supplemental health block. Excluding commissionemges, expenses were down 6.3 percent in theifirstonths of 2015 as compared to
2014 .

Net realized investment gains (losses) fluctuate each period. During the first six montfig015, we recognized net realized investm
losses of $.4 million from the sales of investmetits decrease in fair value of embedded derivatietated to a modified coinsurance
agreement of $4.3 million; and $.2 million of wdtvns of investments for other than temporary deslin fair value recognized through net
income. During the first six months of 2014 , weagnized $32.6 million of net gains from the sa&mvestments (primarily fixed
maturities) and $1.9 million of writedowns of inteents for other than temporary declines in falugaecognized through net income.

Amortization related to net realized investment gainsis the increase or decrease in the amortizationsofrance acquisition costs
which results from realized investment gains oséss When we sell securities which back our integessitive life and annuity products at a
gain (loss) and reinvest the proceeds at a diffgfiefd (or when we have the intent to sell the &inpd investments before an anticipated
recovery in value occurs), we increase (reducegathertization of insurance acquisition costs ineori reflect the change in estimated gross
profits due to the gains (losses) realized andehslting effect on estimated future yields. Salefixed maturity investments resulted in an
increase in the amortization of insurance acqoisitiosts of $.1 million and $.4 million in the fisix months of 2015 and 2014 , respectively.

I nsurance policy benefits - fair value changesin embedded derivative liabilities represents fair value changes due to fluctuatiorise
interest rates used to discount embedded derividiviities related to our fixed index annuities.

Amortization related to fair value changesin embedded derivative liabilitiesis the increase or decrease in the amortizationsofrance

acquisition costs which results from changes iargst rates used to discount embedded derivatibdities related to our fixed index
annuities.
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Colonial Penn (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Premium collections:
Life $ 64.2 $ 60.C $ 1287 $ 120.1
Supplemental health .8 9 1.kt 1.8
Total collections $ 65.1 $ 60.¢ $ 1302 $ 121.¢
Average liabilities for insurance products:
SPIAs - mortality based $ 741 $ 68.6 $ 751 $ 69.1
Health:
Medicare supplement 8.C 8.3 8.2 8.5
Other health 4.t 4.t 4.t 4.t
Life:
Interest sensitive 16.5 17.1 16.€ 17.1
Non-interest sensitive 667.5 648.2 664.5 646.:
Total average liabilities for insurance produces, of
reinsurance ceded $ 7706 $ 746.¢ $ 768.¢ $ 745.k
Revenues:
Insurance policy income $ 66.6 $ 617 $ 130¢ $ 122.2
Net investment income on general account investedts 10.€ 10.5 21.t 21.2
Fee revenue and other income 2 3 .5 .5
Total revenues 77.€ 72.5 152.¢ 143.¢
Expenses:
Insurance policy benefits 47.¢ 43.1 96.1 87.€
Amounts added to annuity and interest-sensitivegdioduct
account balances — A 3 3
Amortization related to operations 3.7 3.8 7.3 7.8
Other operating costs and expenses 21.C 21.7 50.¢ 50.€
Total benefits and expenses 73.4 68.7 154.¢ 146.:
Income (loss) before net realized investment géosses) and
income taxes 4.2 3.8 2.7 (2.9
Net realized investment gains (losses) (-2 2 (.2 A
Income (loss) before income taxes $ 4C $ 4C $ 1.8 $ (2.0

This segment's results are significantly impactgthle accounting standard related to deferred aitopn costs. We are not able to
defer most of Colonial Penn's direct response aidugy costs although such costs generate prediécsatbes and future in-force profits. We
plan to continue to invest in this segment's bussnmcluding the development of new products aadkets. The amount of our investment in
new business during a particular period will hax@gaificant impact on this segment's results. Baseour current plan, we expect this
segment to report $3 million to $6 million of eargs (before net realized investment gains (lossed)ncome taxes) in 2015.

Total premium collectionswere $65.1 million in the second quarter of 20Wp 6.9 percent from 2014 , and were $130.2 miliiothe

first six months of 2015, up 6.8 percent from 20T4e increase was driven by increased salestaadyspersistency. See "Premium
Collections" for further analysis of Colonial Pesypremium collections.
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Average liabilities for insurance products, net of reinsurance ceded have increased as a result of growth in the caadagt benefit and
simplified issue life insurance block in this segrme

Insurance policy incomeis comprised of premiums earned on policies whicvigde mortality or morbidity coverage and fees and
other charges assessed on other policies. Theageia such income reflects the growth in the blaforaded benefit and simplified issue
insurance business.

Net investment income on general account invested assets increased slightly in the 2015 periods primarilyeda the increase in
invested assets as a result of the growth in #gsnent.

I nsurance policy benefits fluctuated as a result of the growth in this segmen

Amortization related to operations includes amortization of insurance acquisition sostsurance acquisition costs in the Colonial F
segment are amortized in relation to actual aneebga premium revenue, and amortization is onlystdfl if expected premium revenue
changes or if we determine the balance of thests t®s0t recoverable from future profits. Such ante were generally consistent with the
related premium revenue and gross profits for fueiods and the assumptions we made when we estalithe present value of future
profits. A revision to our current assumptions corgsult in increases or decreases to amortizatipense in future periods.

Other operating costs and expensesin our Colonial Penn segment fluctuate primarily do changes in the marketing expenses inc
to generate new business. Such expenses in thep20ibbls were comparable to the corresponding geliio 2014 . Although marketing
expenses increased by approximately $4 milliomenfirst six months of 2015 , we have slightly gdfour mix of marketing activities which
resulted in a modest increase in the deferral gliaition costs. We continue to face increased aditipn from other insurance companies
who also distribute products through direct marigetin addition, the demand and cost of televisidwertising appropriate for Colonial
Penn's campaigns has fluctuated widely in certaitods. In some periods, increased advertisingsduste resulted in decisions to lower our
planned spending. These factors may reoccur ifutiee.

Net realized investment gains (losses) fluctuated each period. During the first six montfif015 , we recognized $.1 million of net
losses from the sales of investments (primarilgdixnaturities). During the first six months of 2Qie recognized $.4 million of net gains
from the sales of investments (primarily fixed miies).
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Corporate Operations (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Corporate operations:
Interest expense on corporate debt $ (119 $ (11.1) $ (22.2) $ (22.2)
Net investment income (loss):
General investment portfolio 1.4 1.7 3.2 3.5
Other special-purpose portfolios:
COLlI .7 3.1 .3 4.1
Investments held in a rabbi trust (1) .3 2 4
Investments in certain hedge funds — (1.8 — (.7
Other trading account activities 3.2 2.4 5.& 5.4
Fee revenue and other income 2.2 1.5 4.1 2.7
Interest expense on investment borrowings (1) — (:1) —
Other operating costs and expenses (9.9 (20.7) (29.9) (25.])
Loss before net realized investment gains (lossegiity in
earnings of certain non-strategic investments amdiregs
attributable to non-controlling interests, net mave
pursuant to transition and support services agratmniess
on extinguishment or modification of debt and ineotaxes (16.9) (14.9) (28.7) (31.9
Net realized investment gains (losses) (7.7) 8.3 (6.0 (1.6
Equity in earnings of certain non-strategic investiis and
earnings attributable to VIEs (1.2 (2.9 6.7 (6.2
Transition expenses (4.5 — (9.0 —
Net revenue pursuant to transition and supporicesv
agreements 2.C — 2.¢€ —
Fair value changes related to agent deferred cosapien
plan — (12.¢) — (11.9)
Loss on extinguishment or modification of debt (32.9) (.6) (32.9) (.6)
Loss before income taxes $ (61.0 $ (218 $ (66.) $ (52.7)

I nterest expense on corporate debt was slightly higher in the 2015 periods. Our averagrporate debt outstanding was $856.5 million
and $853.6 million in the first six months of 20d3d 2014 respectively. The average interest rate on obt des 4.7 percent and 4.5 perc
in the first six months of 2015 and 2014 , respetyi The timing and amount of debt repaymenthi;n2015 and 2014 periods including the
debt refinancing transactions (discussed in the twthe consolidated financial statements entitdates Payable - Direct Corporate
Obligations") along with the mix of interest ratasthe related outstanding borrowings did not gigamntly impact the amount of interest
expense in the periods presented.

Net investment income on general investment portfolio fluctuates based on the amount and type of invextselts in the corporate
operations segment.

Net investment income on other special-purpose portfolios includes the income (loss) from: (i) investmemtsited to deferred
compensation plans held in a rabbi trust (whiabffiset by amounts included ather operating costs and expenses as the investment results
are allocated to participants' account balancépjrdding account activities; (iii) income (losgpm Companyewned life insurance ("COLI'
equal to the difference between the return on thresstments (representing the change in valubefinderlying investments) and our ove
portfolio yield; and (iv) other investments incladicertain
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hedge funds and other alternative strategies. G©lfilized as an investment vehicle to fund Baskédfe's agent deferred compensation
plan. For segment reporting, the Bankers Life sagris allocated a return on these investmentssatgrit to the yield on the Company’s
overall portfolio, with any difference in the ack@OLI return allocated to the Corporate operatisegment. We recognized death benefits,
net of cash surrender value, of $1.1 million in $leeond quarter of 2015 and $1.7 million in thstfiquarter of 2014 related to the COLI. The
corporate segment sold all of its investments oigleefunds in the fourth quarter of 2014.

Feerevenue and other income includes the fees our wholly-owned investment amvéarns for managing portfolios of commercial
bank loans for investment trusts. These trusteansolidated as VIES in our consolidated finansfatements, but the fees are reflected as
revenues and the fee expense is reflected in tinénga attributable to nooentrolling interests. This fee revenue fluctuatessistent with th
size of the loan portfolios.

Other operating costs and expensesinclude general corporate expenses, net of amathiatged to subsidiaries for services provided by
the corporate operations. These amounts fluctisaserasult of expenses such as consulting and deged which often vary from period to
period. Such amounts in the first six months of20tcluded higher expenses of $3 million primaréyated to accrual adjustments for
incentive compensation.

Net realized investment gains (losses) often fluctuate each period. During the first signths of 2015 , net realized investment losses in
this segment included $1.9 million of net gaingrirthe sales of investments (including $.9 milliddasses recognized by the VIEs and $2.8
million of net gains on other investment sales) ar®¥.9 million writedown of a legacy investmengiprivate company (none of which was
recognized by the VIES) due to an other-than-temuyodecline in value. We no longer have any invesinexposure to legacy private
company investments. During the first six month2@%4 , we recognized $6.4 million of net gainsrirthe sales of investments (of which
$2.0 million were net losses recognized by VIES) $8.0 million of writedowns of legacy investmemigrivate companies (none of which
were recognized by VIES) due to other-than-tempodaclines in value.

Equity in earnings of certain non-strategic investments and earnings attributable to non-controlling interests include the earnings
attributable to non-controlling interests in cemt®ilEs that we are required to consolidate andagegirivate companies that were acquired in
the commutation of an investment made by our Pethex, net of affiliated amounts. This amount idetlian $11.3 million gain in the first
six months of 2015 on the dissolution of a VIE. Bearnings are not indicative and are unrelatededCompany's underlying fundamentals.

Transition expensesinclude one-time expenses associated with our celngmsive agreement with Cognizant for our appbeati
development, maintenance and testing functionsedisas select information technology infrastructaperations. Transition expenses were
$4.5 million and $9.0 million in the three and sonths ended June 30, 2015 . We do not expecttgnize any additional one-time
expenses associated with the agreement.

Net revenue pursuant to transition and support services agreements represents the difference between the fees weveetreim Wilton
Reassurance Company and the overhead costs in¢anpeolvide such services under the agreementgqubat to the sale of CLIC.

Loss on extinguishment or modification of debt in the first six months of 2015 of $32.8 milli@onsisted of: (i) $15.0 million related
the write-off of unamortized discount and issuaoasts due to the repayment of our Previous Serour®d Credit Agreement and 6.375%
Notes; and (ii) a mal-whole redemption premium of $17.8 million duetie tepayment of the 6.375% Notes. The loss ongxshment or
modification of debt in the first six months of 2Daf $.6 million resulted from: (i) expenses rethte the amendment of the Previous Senior
Secured Credit Agreement in May 2014; and (ii)réqgurchase of the remaining $3.5 million principaidount of the 7.0% Debentures for a
purchase price of $3.7 million.

77




CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES

Amountsrelated to CLIC prior to being sold (dollarsin millions)

Three months ended

Six months ended

June 30, June 30,
2014 2014
Premium collections:
Annuities $ 2 % 2
Life 34.¢ 71.C
Total collections $ 35.( 71.2
Average liabilities for insurance products:
Fixed index annuities $ .8 .8
Fixed interest annuities 142.¢ 143.¢
SPIAs and supplemental contracts:
Mortality based 36.¢ 37.2
Deposit based 94.£ 95.t
Health:
Supplemental health — 68.2
Medicare supplement — 1.C
Other health — 3.4
Life:
Interest sensitive 2,233.: 2,243
Non-interest sensitive 415.¢ 418.:
Total average liabilities for insurance products, of reinsurance
ceded $ 2,923 3,011
Revenues:
Insurance policy income $ 52.t 106.(
Net investment income:
General account invested assets 49.7% 100.%
Fixed index products 1.4 1.c
Total revenues 103.¢ 208.(
Expenses:
Insurance policy benefits 54.1 115.¢
Amounts added to policyholder account balances:
Cost of interest credited to policyholders 21.¢ 43.2
Cost of options to fund index credits, net of farfees 4 .8
Market value changes credited to policyholders 1.C .9
Amortization related to operations 2.8 4.3
Interest expense on investment borrowings 4.4 9.1
Other operating costs and expenses 7.5 13.2
Total benefits and expenses 91.: 187.4
Income before net realized investment gains, loassate of CLIC and income
taxes 12.: 20.¢
Net realized investment gains g 2.8
Earnings of CLIC prior to being sold 13.C 23.¢
Loss on sale of CLIC — (278.6)
Loss before income taxes $ 13.C (255.9

The information summarized above represents théagprearnings related to the operations of CLICmtiadbeing sold (which occurre
on July 1, 2014) as well as the loss on the saeld€. Operating expenses exclude overhead expbasés expected to continue after the
sale of CLIC.
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EBIT from Business Segments Summarized by In-Forcend New Business

Management believes that an analysis of EBIT sépéitaetween in-force and new business providegsased clarity around the value
drivers of our business, particularly since the memsiness results are significantly impacted byr#te of sales, mix of business and the
distribution channel through which new sales arden&BIT from new business includes pre-tax reveraume expenses associated with new
sales of our insurance products during the firsirgdter the sale is completed. EBIT from in-fobeesiness includes all pre-tax revenues and
expenses associated with sales of insurance pthattwere completed more than one year beforerttief the reporting period. The
allocation of certain revenues and expenses betwewrand in-force business is based on estimatdshwve believe are reasonable.

The following summarizes our earnings, separatéaden in-force and new business on a consolidadsis land for each of our
operating segments for the three and six montheceddne 30, 2015 and 2014 :

Business segments - total (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
EBIT from In-Force Business
Revenues:
Insurance policy income $ 549.71 $ 534¢ $ 1,099 $ 1,076.t
Net investment income and other 299.7 325.¢ 601.1 627.¢
Total revenues 849.¢ 860.: 1,700.¢ 1,704
Benefits and expenses:
Insurance policy benefits 547.1 542.k 1,082.: 1,075.
Amortization 57.¢ 58.€ 122.¢ 120.2
Other expenses 87.4 87.C 174.% 169.¢
Total benefits and expenses 692.¢ 688.] 1,379. 1,365.¢
EBIT from In-Force Business $ 156.8 $ 1722 $ 3212 % 338.¢
EBIT from New Business
Revenues:
Insurance policy income $ 90.£ $ 91.¢ $ 1771 % 182.¢
Net investment income and other 6.4 10.¢ 14.¢ 18.2
Total revenues 96.¢ 102.2 191.¢ 200.¢
Benefits and expenses:
Insurance policy benefits 54.¢ 61.4 109.: 120.(
Amortization 7.3 6.€ 12.¢ 13k
Other expenses 80.7 83.1 175.5 173.%
Total benefits and expenses 142.¢ 151.1 297.¢ 306.¢
EBIT from New Business $ (45.9) $ (48.7) % (105.7) $ (106.2)
EBIT from In-Force and New Business
Revenues:
Insurance policy income $ 640.1 $ 6265 $ 1,276t $ 1,258.¢
Net investment income and other 306.1 336.2 615.¢ 646.(
Total revenues 946.2 962.% 1,892.! 1,904.¢
Benefits and expenses:
Insurance policy benefits 602.: 603.¢ 1,191.. 1,195.
Amortization 65.1 65.2 135.¢ 133.7
Other expenses 168.1 170.1 350.( 343.2

Total henefitea and exnenc R3Kt 8397 1.677( 1672



EBIT from InForce and New Busine $ 1107 % 1238 % 215f  § 232.€
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Bankers Life (dollarsin millions)

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
EBIT from In-Force Business
Revenues:
Insurance policy income $ 356« $ 3462 % 714 $ 700.
Net investment income and other 225.: 242.¢ 449.7 464.¢
Total revenues 581.7 588.¢ 1,164.( 1,165.1
Benefits and expenses:
Insurance policy benefits 372.( 380.17 737.¢ 750.¢
Amortization 41.¢ 40.C 89.4 82.t
Other expenses 46.2 43.¢ 92.¢ 85.2
Total benefits and expenses 460.- 464.- 920.2 918.¢
EBIT from In-Force Business $ 1218 $ 124 $ 243¢ % 246.7
EBIT from New Business
Revenues:
Insurance policy income $ 57t % 61.¢ $ 1122 $ 124.(
Net investment income and other 6.4 10.¢ 14.¢ 18.2
Total revenues 63.€ 720 127.1 142.2
Benefits and expenses:
Insurance policy benefits 38.7 47.2 78.1 92.1
Amortization 5.€ 5.4 9.¢ 11.1
Other expenses 54.F 57.C 114.: 114.1
Total benefits and expenses 99.C 109.¢ 202.: 217.C
EBIT from New Business $ (35.) $ (369 $ (152 $ (75.)
EBIT from In-Force and New Business
Revenues:
Insurance policy income $ 413¢  $ 408.1 $ 826.6 $ 824.4
Net investment income and other 231.7 253.¢ 464.5 483.1
Total revenues 645.¢ 661.t 1,291.: 1,307.t
Benefits and expenses:
Insurance policy benefits 410.7 427.¢ 816.( 842.¢
Amortization 477 45.4 99.: 93.€
Other expenses 100.¢ 100.¢ 207.2 199.4
Total benefits and expenses 559.2 574.1 1,122 1,135.¢
EBIT from In+orce and New Busine $ 864 $ 87.4 $ 168.6 $ 171.€
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Washington National (dollarsin millions)

Three months ended

Six months ended

June 30, June 30,
2015 2014 2015 2014
EBIT from In-Force Business
Revenues:
Insurance policy income $ 139.7 % 138t % 279 $ 276.€
Net investment income and other 63.4 72.C 129.¢ 141.2
Total revenues 203.1 210.5 409.1 417.¢
Benefits and expenses:
Insurance policy benefits 135.¢ 125.2 262.¢ 249.7
Amortization 12.4 14.¢ 26.5 30.1
Other expenses 33.¢ 35.€ 66.7 69.2
Total benefits and expenses 181.¢ 175.5 355.¢ 349.1
EBIT from In-Force Business $ 217 % 34t 3 53t $ 68.7
EBIT from New Business
Revenues:
Insurance policy income $ 19.¢ % 182 $ 394 % 35.7
Net investment income and other — — — —
Total revenues 19.€ 18.2 39.4 35.7
Benefits and expenses:
Insurance policy benefits 8.4 7.€ 16.€ 14.€
Amortization 1.3 11 2.t 2.2
Other expenses 11.€ 12.C 25.2 23.C
Total benefits and expenses 21.t 20.7 44.: 41.C
EBIT from New Business $ ae $ 25 $ 49 $ (5.9
EBIT from In-Force and New Business
Revenues:
Insurance policy income $ 159.¢ $ 156.7 $ 3191 % 312.%
Net investment income and other 63.4 72.0 129.¢ 141.2
Total revenues 223.( 228.1i 448.t 453.%
Benefits and expenses:
Insurance policy benefits 143.¢ 132.¢ 279.( 264.¢
Amortization 13.7 16.C 29.C 32.2
Other expenses 45.4 47.€ 91.¢ 93.2
Total benefits and expenses 202.¢ 196.4 399.¢ 390.1
EBIT from In+orce and New Busine $ 201 $ 32:  § 486 $ 63.4
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Colonial Penn (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
EBIT from In-Force Business
Revenues:
Insurance policy income $ 53.¢ $ 50.2 $ 1058 $ 99.t
Net investment income and other 11.C 10.¢ 22.C 21.7
Total revenues 64.€ 61.C 127.t 121.2
Benefits and expenses:
Insurance policy benefits 40.3 36.¢€ 81.¢ 74.¢
Amortization 3.t 3.7 6.S 7.€
Other expenses 72 7.€ 14.¢ 15.2
Total benefits and expenses 51.: 47.¢ 103.¢ 97.¢
EBIT from In-Force Business $ 13 % 131 % 23¢ % 23.4
EBIT from New Business
Revenues:
Insurance policy income $ 13.C $ 115 $ 252 % 22.7
Net investment income and other — — — —
Total revenues 13.C 11.5 25.2 22.7
Benefits and expenses:
Insurance policy benefits 72 6.€ 14.¢ 13.C
Amortization 2 A A4 2
Other expenses 14.4 14.1 36.C 35.2
Total benefits and expenses 22.1 20.¢ 51.C 48.F
EBIT from New Business $ 9.1) $ 9.9 $ (25.6) $ (25.9)
EBIT from In-Force and New Business
Revenues:
Insurance policy income $ 66.€ $ 617 $ 130¢ $ 122.2
Net investment income and other 11.C 10.¢ 22.C 21.7
Total revenues 77.€ 72.5 152.¢ 143.¢
Benefits and expenses:
Insurance policy benefits 47.¢ 43.2 96.4 87.¢
Amortization 3.7 3.8 7.3 7.8
Other expenses 21.¢ 21.7 50.¢ 50.¢€
Total benefits and expenses 73.4 68.7 154.¢ 146.:
EBIT from In+orce and New Busine $ 42 % 38 $ 17 $ (249

The above analysis of EBIT, separated betweenrtefand new business, illustrates how our segnaeatsnpacted by the rate of
sales, mix of business and distribution chann@ubh which new sales are made. In addition, whenrtipacts from new business are
separated, the value drivers of our in-force bussirere more apparent.

TheEBIT from in-force and new business in the Bankerd.ife segment(as summarized on page 80) did not fluctuate siganifly in
the three and six months ended June 30, 2015 4, 2bnsistent with the explanations in the sedismeasults of operations section.
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TheEBIT from in-force business in the Washington Natimal segment(as summarized on page 81) was lower in the 208i6gse
due to the unfavorable reserve developments isdubplemental health block related to claims inaliimeprior periods.

TheEBIT from in-force business in the Colonial Penn sgment(as summarized on page 82) was slightly highehén2015 periods.
TheEBIT from new business in the Colonial Penn segmeit the 2015 periods reflects a modest increaskdrdéeferral of acquisition costs
due to a slight shift to deferrable marketing dtiég. The vast majority of the costs to generat& business in this segment are not deferrable
and EBIT will fluctuate based on management's d@téson how much marketing costs to incur in eaafiog.

PREMIUM COLLECTIONS

In accordance with GAAP, insurance policy incomeum consolidated statement of operations consfgtsemiums earned for
traditional insurance policies that have life cogéncies or morbidity features. For annuity andrgst-sensitive life contracts, premiums
collected are not reported as revenues, but assidepo insurance liabilities. We recognize revestor these products over time in the form
of investment income and surrender or other charges

Our insurance segments sell products through migeary distribution channels - career agents Ramkers Life segment), direct
marketing (our Colonial Penn segment) and indepsingi®ducers (our Washington National segment)r caweer agency force in the
Bankers Life segment sells primarily Medicare seppént and long-term care insurance policies, tifaiance and annuities. These agents
visit the customer's home, which permits one-on-@angact with potential policyholders and promateng personal relationships with
existing policyholders. Our direct marketing distition channel in the Colonial Penn segment isaged primarily in the sale of graded
benefit life and simplified issue life insurancdipies which are sold directly to the policyholdeg®ur Washington National segment sells
primarily supplemental health and life insuran@éese products are marketed through PMA, a whollpesl subsidiary that specializes in
marketing and distributing health products, andulgh independent marketing organizations and imegragencies, including worksite
marketing.

Agents, insurance brokers and marketing companiesmarket our products and prospective purchageysrroducts use the
financial strength ratings of our insurance sulasids as an important factor in determining whetbenarket or purchase. Ratings have the
most impact on our sales of supplemental healthigendroducts to consumers at the worksite. Tineent financial strength ratings of our
primary insurance subsidiaries from S&P, Fitch Rggi("Fitch"), Moody's Investor Services, Inc. ("bily's") and A.M. Best Company
("A.M. Best") are "BBB+", "BBB+", "Baal" and "B++'espectively. For a description of these ratiaigd additional information on our
ratings, see "Financial Strength Ratings of ountasce Subsidiaries".

We set premium rates on our health insurance pglicased on facts and circumstances known amntigevie issue the policies using
assumptions about numerous variables, includingtiarial probability of a policyholder incurriagclaim, the probable size of the claim,
and the interest rate earned on our investmenteshjpms. We also consider historical claims infation, industry statistics, the rates of our
competitors and other factors. If our actual ciemwperience is less favorable than we anticipatedwe are unable to raise our premium
rates, our financial results may be adversely &dtbcWe generally cannot raise our health inswgamemiums in any state until we obtain the
approval of the state insurance regulator. Weekethe adequacy of our premium rates regularlyféedor rate increases on our products
when we believe such rates are too low. It isyikkat we will not be able to obtain approval &dfrequested premium rate increases. If
requests are denied in one or more states, oumecgrne may decrease. If such requests are apprimgedased premium rates may reduce
volume of our new sales and may cause existingyudiders to lapse their policies. If the healtipelicyholders allow their policies to
lapse, this would reduce our premium income anéitphility in the future.
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Total premium collections by segment were as faflow

Bankers Life (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Premiums collected by product:
Annuities:
Fixed index (first-year) $ 166.. $ 166.6 $ 316.c $ 313.¢
Other fixed interest (first-year) 18.€ 32.2 38.¢ 73.€
Other fixed interest (renewal) 2.1 2.C 3.€ 3.8
Subtotal - other fixed interest annuities 20.7 34.2 42.2 77.4
Total annuities 187.1 200.¢ 358.¢ 391.:
Health:
Medicare supplement (first-year) 20.C 22.: 39.4 43.t
Medicare supplement (renewal) 156.: 155.t 317.2 313.7
Subtotal - Medicare supplement 176.5 177.¢ 356.¢ 357.2
Long-term care (first-year) 4.C 4.2 8.C 8.€
Long-term care (renewal) 115.¢ 122.C 229.7 2412
Subtotal - long-term care 119.¢ 126.2 237.7 249.¢
PDP — — — 6.8
Supplemental health (first-year) 1.€ 2.C 3.1 4.1
Supplemental health (renewal) 3.2 2.C 6.1 3.5
Subtotal — supplemental health 4.8 4.C 9.2 7.€
Other health (first-year) A 2 A A4
Other health (renewal) 1.7 1.8 3.t 3.7
Subtotal - other health 1.8 2.1 3.€ 4.1
Total health 302t 310.1 607.1 625.¢
Life insurance:
First-year 38.2 39.2 73.2 77.4
Renewal 76.1 62.5 149.( 118.1
Total life insurance 114.: 101.t 222.% 195.k
Collections on insurance products:
Total first-year premium collections on insuranceducts 248.¢ 266.7 479.( 521.t
Total renewal premium collections on insurance potsl 355.( 345.% 709.1 690.¢
Total collections on insurance products $ 603.¢ § 6124 §  1,188. § 1,212.

Annuitiesin this segment include fixed index and other fixagrest annuities sold to the senior market. Atyreollections in this
segment decreased 6.8 percent, to $187.1 milliothe second quarter of 2015 , and 8.3 percei®358.8 million , in the first six months of
2015, as compared to the same periods in 201@miBm collections from Bankers Life's other fixedleirest annuity products have decreased
in recent periods as low new money rates negatingbacted our sales and the overall sales in #eslfrate annuity market.

84




CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES

Health products include Medicare supplement, long-terne,d@DP contracts and other insurance productspfafits on health
policies depend on the overall level of sales|éhgth of time the business remains inforce, inmesit yields, claims experience and expense
management.

Collected premiums on Medicare supplement policidee Bankers Life segment in the 2015 periodsveemparable to the same
periods in 2014 .

Premiums collected on Bankers Life's long-term ganlicies decreased 5.2 percent, to $119.6 millionthe second quarter of 2015 ,
and 4.9 percent, to $237.7 million , in the finstmonths of 2015 , as compared to the same peno@a814 , reflecting the run-off of this
business and a continuing shift in the mix of newibess to shorter duration long-term care salaghahave lower premiums per policy.

The premiums collected on PDP business in thedixsinonths of 2014 represent adjustments to prersion such business related to
periods prior to the termination of a quota-shaiasurance agreement in 2013.

Life products in this segment include traditional artdriest-sensitive life products. Life premiums ccitiégl in this segment increased

13 percent, to $114.3 million , in the second qeraof 2015 , and 14 percent, to $222.2 million thia first six months of 2015 , as compared
to the same periods in 2014 , reflecting higheesal this segment in recent years and highergiersiy.
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Washington National (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Premiums collected by product:
Health:
Medicare supplement (renewal) $ 171 % 21.7 35.2 42.¢
Supplemental health (first-year) 19.1 18.t 37.2 35.2
Supplemental health (renewal) 117.C 110.¢ 231t 219.¢
Subtotal — supplemental health 136.1 129.1 268.¢ 255.(
Other health (first-year) A A A A
Other health (renewal) 5 5 1.C 1.1
Subtotal - other health .6 .6 1.1 1.2
Total health 153.¢ 151.¢ 305.2 299.(
Life insurance:
First-year 1.kt 1.kt 2.5 2.€
Renewal 5L 4.9 11.4 10.z
Total life insurance 7.C 6.4 13.¢ 12.¢
Annuities:
Fixed index (first-year) A — A 1
Fixed index (renewal) .8 A4 1.1 .8
Subtotal - fixed index annuities .9 A4 1.2 .9
Other fixed interest (renewal) 2 2 3 3
Total annuities 11 6 1kt 1.2
Collections on insurance products:
Total first-year premium collections on insuranceducts 20.¢ 20.1 40.C 38.C
Total renewal premium collections on insurance potsl 141.1 138.: 280.€ 275.1
Total collections on insurance products $ 161.¢ § 1584 § 3206 $ 313.]

Health products in the Washington National segment incMeelicare supplement, supplemental health and atlsarance products.
Our profits on health policies depend on the oVéeakl of sales, the length of time the businesaains inforce, investment yields, claim
experience and expense management.

Collected premiums on Medicare supplement politidhe Washington National segment decreased i2@4& periods due to the run-
off of this block of business. We discontinued reales of Medicare supplement policies in this segrimethe fourth quarter of 2012.

Premiums collected on supplemental health prodirmattuding specified disease, accident and hospitE@mnity insurance products)
increased 5.4 percent, to $136.1 million , in theond quarter of 2015 , and 5.4 percent, to $268IBn , in the first six months of 2015, as
compared to the same periods in 2014 . Such inelieallue to higher new sales in recent periodsseatly persistency.

Overall, excluding premiums from the Washingtoniblzl Medicare supplement and annuity blocks wilihin run-off, collected

premiums were up 5.6 percent, to $143.7 milliorthim second quarter of 2015, and 5.5 percen28&8.8 million, in the first six months of
2015, as compared to the same periods in 20Ji4derdby strong sales and persistency.
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Life products in the Washington National segment amagmily traditional life products. Life premiums tedted increased 9.4
percent, to $7.0 million , in the second quarte2@f5 , and 7.8 percent, to $13.9 million , infihg six months of 2015 , as compared to the
same periods in 2014 due to steady persistency.

Annuitiesin this segment include fixed index and other fixatgrest annuities. We are no longer actively ping sales of annuity
products in this segment.

Colonial Penn (dollarsin millions)

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Premiums collected by product:
Life insurance:
First-year $ 12¢ $ 112 $ 254 $ 22.€
Renewal 51t 48.7 103.: 97.t
Total life insurance 64.5 60.C 128.7 120.1
Health (all renewal):
Medicare supplement 7 .8 1.4 1.€
Other health A A A 2
Total health .8 .9 iLfs 1.8
Collections on insurance products:
Total first-year premium collections on insuranceducts 12.¢ 11.2 25.4 22.¢
Total renewal premium collections on insurance potsl 52.% 49.€ 104.¢ 99.:
Total collections on insurance products $ 651 $ 60 $ 130z $ 121.¢

Life products in this segment are sold primarily togbeior market. Life premiums collected in this segirincreased 7.2 percent, to
$64.3 million , in the second quarter of 2015 , @Ripercent, to $128.7 million , in the first sitonths of 2015 , as compared to the same
periods in 2014 . Graded benefit life products sbtdugh our direct response marketing channelatea for $63.6 million and $59.5
million of our total collected premiums in the sadaquarters of 2015 and 2014 , respectively, ar¥ $lmillion and $119.0 million in the
first six months of 2015 and 2014 , respectivelgrfiums collected reflect strong sales in the 20d%0ds due to the positive impact from
marketing and telesales productivity initiatives;reased lead generation investments and recoraryd weak first quarter of 2014.

Health products include Medicare supplement and otheramse products. Our profits on health policies depan the overall level «

sales, the length of time the business remainencef investment yields, claims experience and msgpenanagement. Premiums collected on
these products have decreased as we do not cyrneaitket these products through this segment.
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LIQUIDITY AND CAPITAL RESOURCES

Our capital structure as of June 30, 2015 and Dbee®i, 2014 was as follows (dollars in millions):

June 30, December 31,
2015 2014
Total capital:

Corporate notes payable $ 925.C $ 794.¢

Shareholders’ equity:
Common stock 1.¢ 2.C
Additional paid-in capital 3,554.¢ 3,732.
Accumulated other comprehensive income 605.( 825.:
Retained earnings 202.¢ 128.t
Total shareholders’ equity 4,364.. 4,688..
Total capital $ 5289.. $ 5,482.¢

The following table summarizes certain financidgiasias of and for the six months ended June 305 20d as of and for the year
ended December 31, 2014 :

June 30, December 31,
2015 2014
Book value per common share $ 22.5¢ % 23.0¢
Book value per common share, excluding accumulatieer comprehensive income (a) 19.4: 19.0(
Ratio of earnings to fixed charges 2.33X 1.62X
Debt to total capital ratios:
Corporate debt to total capital 17.5% 14.5%
Corporate debt to total capital, excluding accutmaather comprehensive income (a) 19.7% 17.1%

(8) This non-GAAP measure differs from the coroesping GAAP measure presented immediately abowsuse accumulated other
comprehensive income has been excluded from the \aflcapital used to determine this measure. Bemant believes this non-
GAAP measure is useful because it removes theiltgldihat arises from changes in accumulated otteenprehensive income. Such
volatility is often caused by changes in the estimdair value of our investment portfolio resutifrom changes in general market
interest rates rather than the business decisiag® oy management. However, this measure dogsplate the corresponding GA
measure.

Liquidity for Insurance Operations

Our insurance companies generally receive adegaateflows from premium collections and investnipobme to meet their
obligations. Life insurance, long-term care insiw@and annuity liabilities are generally long-temmature. Life and annuity policyholders
may, however, withdraw funds or surrender theiigies, subject to any applicable penalty provisjahere are generally no withdrawal or
surrender benefits for long-term care insurance agtively manage the relationship between thetiduraf our invested assets and the
estimated duration of benefit payments arising foamtract liabilities.

Two of the Company's insurance subsidiaries (WagbmNational and Bankers Life) are members ofRH&B. As members of the
FHLB, Washington National and Bankers Life haveabdity to borrow on a collateralized basis frome tFHLB. Washington National and
Bankers Life are required to hold certain minimumoants of FHLB common stock as a condition of mersiig in the FHLB, and
additional amounts based on the amount of the tmgs. At June 30, 2015, the carrying value ef LB common stock was $72.2
million . As of June 30, 2015 , collateralized fmavings from the FHLB totaled $1.5 billion and theoceeds were used to purchase fixed
maturity securities. The borrowings are classifisd
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investment borrowings in the accompanying constéididalance sheet. The borrowings are collatemli® investments with an estimated
fair value of $1.8 billion at June 30, 2015 , wharle maintained in custodial accounts for the heoéthe FHLB.

The following summarizes the terms of the borrowifrgm the FHLB by Washington National and BanKefs (dollars in millions):

Amount Maturity Interest rate at
borrowed date June 30, 2015
$ 100.( June 2016 Variable rate — 0.627%

75.C June 2016 Variable rate — 0.442%

100.( October 2016 Variable rate — 0.451%
50.C November 2016 Variable rate — 0.549%
50.C November 2016 Variable rate — 0.657%
57.7 June 2017 Variable rate — 0.615%
50.C August 2017 Variable rate — 0.474%
75.C August 2017 Variable rate — 0.432%

100.( October 2017 Variable rate — 0.705%
50.C November 2017 Variable rate — 0.792%
50.C January 2018 Variable rate — 0.626%
50.C January 2018 Variable rate — 0.617%
50.C February 2018 Variable rate — 0.586%
50.C February 2018 Variable rate — 0.366%
22.C February 2018 Variable rate — 0.616%

100.( May 2018 Variable rate — 0.636%
50.C July 2018 Variable rate — 0.749%
50.C August 2018 Variable rate — 0.394%
50.C January 2019 Variable rate — 0.696%
50.C February 2019 Variable rate — 0.366%

100.( March 2019 Variable rate — 0.665%
21.¢ July 2019 Variable rate — 0.677%
50.C May 2020 Variable rate — 0.706%
21.¢ June 2020 Fixed rate — 1.960%
28.2 August 2021 Fixed rate — 2.550%
26.t March 2023 Fixed rate — 2.160%
20.t June 2025 Fixed rate — 2.940%

$ 1,498t

State laws generally give state insurance reguylatgencies broad authority to protect policyholdertheir jurisdictions. Regulators
have used this authority in the past to restrietahility of our insurance subsidiaries to pay diydends or other amounts without prior
approval. We cannot be assured that the regulaitinsot seek to assert greater supervision androbover our insurance subsidiaries'
businesses and financial affairs.

Our estimated consolidated statutory RBC ratio4® gercent at June 30, 2015, reflects estimatedatiolated statutory operating
earnings of $169.8 million and dividends to thedimay company of $112.8 million during the first shonths of 2015. Statutory earnings will
often fluctuate on a quarterly basis due to thdiegion of statutory accounting principles. ltasr goal to manage our consolidated RBC
to be approximately 425 percent over time.
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Financial Strength Ratings of our Insurance Subsidiaries

Financial strength ratings provided by S&P, Fiteloody's and A.M. Best are the rating agency's apisiof the ability of our
insurance subsidiaries to pay policyholder claimg a@bligations when due.

On June 18, 2015, S&P affirmed the financial sttiemgtings of "BBB+" of our primary insurance subaries and revised the outlook
for these ratings to positive from stable. On Ryl2014, S&P upgraded the financial strength ratimigour primary insurance subsidiaries to
"BBB+" from "BBB". S&P financial strength ratingamge from "AAA" to "R" and some companies are ad¢d. An insurer rated "BBB" or
higher is regarded as having financial securityatizristics that outweigh any vulnerabilities, &dighly likely to have the ability to meet
financial commitments. An insurer rated "BBB", i&B's opinion, has good financial security charastis, but is more likely to be affected
by adverse business conditions than are highed-iaseirers. Pluses and minuses show the reldtwelimg within a category. S&P has
twenty-one possible ratings. There are sevengsitibove the "BBB+" rating of our primary insurascésidiaries and thirteen ratings that
are below that rating.

On May 11, 2015, Fitch upgraded the financial gitbmatings of our primary insurance subsidiarie$®BB+" from "BBB" and the
outlook for these ratings is positive. A "BBB" ragj, in Fitch's opinion, indicates that there isrently a low expectation of ceased or
interrupted payments. The capacity to meet politgdroand contract obligations on a timely basisossidered adequate, but adverse change
in circumstances and economic conditions are niked/Ito impact this capacity. Fitch ratings foetimdustry range from "AAA
Exceptionally Strong" to "C Distressed" and somepanies are not rated. Pluses and minuses shawl#tre standing within a category.
Fitch has nineteen possible ratings. There arensatsgs above the "BBB+" rating of our primargimance subsidiaries and eleven ratings
that are below that rating.

On May 11, 2015, Moody's upgraded the financi@rsgth ratings of our primary insurance subsidisige®8aal" from "Baa2" and the
outlook for these ratings is stable. On March 27,2 Moody's upgraded the financial strength ratiofyjour primary insurance subsidiaries to
"Baa2" from "Baa3". Moody'’s financial strength rags range from "Aaa" to "C". These ratings magiyeplemented with numbers "1", "2",
or "3" to show relative standing within a categotg.Moody's view, an insurer rated "Baa" offerequate financial security, however, cer
protective elements may be lacking or may be cheariatically unreliable over any great length ofiéi. Moody's has twenty-one possible
ratings. There are seven ratings above the "Bemitiy of our primary insurance subsidiaries aridean ratings that are below the rating.

On August 14, 2014, A.M. Best affirmed the finahsi@ength ratings of "B++" of our primary insuransubsidiaries and revised the
outlook for these ratings to positive from stallé'positive” designation indicates a company'sfiicial/market trends are favorable, relative
to its current rating level and, if continued, ttempany has a good possibility of having its ratipgraded. The "B++" rating is assigned to
companies that have a good ability, in A.M. Besgimion, to meet their ongoing obligations to pghiolders. A.M. Best ratings for the
industry currently range from "A++ (Superior)" t6 {In Liquidation)" and some companies are notdat&n "A++" rating indicates a
superior ability to meet ongoing obligations toipgholders. A.M. Best has sixteen possible ratinfBere are four ratings above the "B++"
rating of our primary insurance subsidiaries areh ratings that are below that rating.

Rating agencies have increased the frequency ape $f their credit reviews and requested additioriarmation from the companit
that they rate, including us. They may also adjystard the capital and other requirements emplayéde rating agency models for
maintenance of certain ratings levels. We canredipt what actions rating agencies may take, atwltions we may take in
response. Accordingly, downgrades and outlooksiens related to us or the life insurance industay occur in the future at any time and
without notice by any rating agency. These contat@éase policy surrenders and withdrawals, adweestdct relationships with our
distribution channels, reduce new sales, reducability to borrow and increase our future borrogvitosts.

90




CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES

Liquidity of the Holding Companies

Availability and Sources and Uses of Holding Company Liquidity; Limitations on Ability of Insurance Subsidiaries to Make Dividend
and Surplus Debenture Interest Payments to the Holding Companies; Limitations on Holding Company Activities

At June 30, 2015, CNO, CDOC, Inc. ("CDOC", our Whowned subsidiary and the immediate parent okMagton National and
Conseco Life Insurance Company of Texas ("CLTX)J @aur other norrsurance subsidiaries held: (i) unrestricted @ashcash equivaler
of $140.8 million; (ii) fixed income investments $120.2 million; and (iii) equity securities of $1.2 million. CNO and CDOC are holding
companies with no business operations of their dingy depend on their operating subsidiaries fehd¢a make principal and interest
payments on debt, and to pay administrative expeaisd income taxes. CNO and CDOC receive cashifrsatance subsidiaries, consisting
of dividends and distributions, interest paymemsorplus debentures and tax-sharing paymentsethasvcash from non-insurance
subsidiaries consisting of dividends, distributidiesins and advances. The principal non-insuraabsidiaries that provide cash to CNO and
CDOC are 40|86 Advisors, Inc. ("40|86 Advisors"hieh receives fees from the insurance subsidifoiemvestment services, and CNO
Services, LLC which receives fees from the insueasubsidiaries for providing administrative sergicd he agreements between our
insurance subsidiaries and CNO Services, LLC anf@648dvisors, respectively, were previously apptbiag the domestic insurance
regulator for each insurance company, and any paggikereunder do not require further regulatogyrayal.

The following summarizes the current ownershipcitiee of CNO’s primary subsidiaries:

CNO
CNO Services,
LLC
40/36 Advisors CDOC
Washington Conseco Life of
National Texas
Banlkers Life Colonial Penn Ban.kers_
Conseco Life

The ability of our insurance subsidiaries to payidénds is subject to state insurance departmeuntatons and is based on the
financial statements of our insurance subsidigriepared in accordance with statutory accountiagtfmes prescribed or permitted by
regulatory authorities, which differ from GAAP. @$e regulations generally permit dividends to he fram statutory earned surplus of the
insurance company for any 12-month period in am®aqual to the greater of (or in a few states|dbger of): (i) statutory net gain from
operations or net income for the prior year; grD percent of statutory capital and surplus ab@fend of the preceding year. This type of
dividend is referred to as an "ordinary dividen&itly dividend in excess of these levels or fromrsurance company that has negative e:
surplus requires the approval of the director engissioner of the applicable state insurance deymant and is referred to as an
"extraordinary dividend". Each of the direct irsuce subsidiaries of CDOC has significant negaamed surplus and any dividend
payments from the subsidiaries of CDOC would besi®red extraordinary dividends and, thereforeyireghe approval of the director or
commissioner of the applicable state insurancertieat. In the first six months of 2015 , our iremce subsidiaries paid extraordinary
dividends to CDOC totaling $112.8 million. We egpto receive regulatory approval for future divids from our subsidiaries, but there can
be no assurance that such payments will be appravitht the financial condition of our insurancbsidiaries will not change, making fut
approvals less likely.

We generally maintain capital and surplus levelsuninsurance subsidiaries in an amount thatfficgnt to maintain a minimum
consolidated RBC ratio of 350 percent and may $edlave our insurance subsidiaries pay ordinarigddinds or request regulatory approval
for extraordinary dividends when the consolidat&CRatio exceeds such level and we have concluteddpital level in each of our
insurance subsidiaries is adequate to supportlisiness and projected growth. The estimatedotidased RBC ratio of our insurance
subsidiaries was 443 percent at June 30, 2015 .
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CDOC holds surplus debentures from CLTX with anraggte principal amount of $749.6 million. Intéreayments on those surplus
debentures do not require additional approval piedithe RBC ratio of CLTX exceeds 100 percent @mutequire prior written notice to the
Texas state insurance department). The estima@€drRtio of CLTX was 386 percent at June 30, 20I3DOC also holds a surplus
debenture from Colonial Penn with a principal batanf $160.0 million. Interest payments on thaphis debenture require prior approval by
the Pennsylvania state insurance department. Didigland other payments from our non-insurance diaigs, including 40|86 Advisors and
CNO Services, LLC, to CNO or CDOC do not requirprapal by any regulatory authority or other thimrfy. However, insurance regulat
may prohibit payments by our insurance subsididdgsgarent companies if they determine that sugimgats could be adverse to our
policyholders or contractholders.

The insurance subsidiaries of CDOC receive fungsatodividends primarily from: (i) the earningstbéir direct businesses; (ii) tax

sharing payments received from subsidiaries (ifiapble); and (iii) with respect to CLTX, dividendsceived from subsidiaries. At June 30,
2015, the subsidiaries of CLTX had earned surfdeficit) as summarized below (dollars in millions)

Earned surplu

Subsidiary of CDOC (deficit) Additional information
Subsidiaries of CLTX:
Bankers Life $ 478.2 (@)
Colonial Penn (282.¢) (b)

(a) Bankers Life paid ordinary dividends of $6filion to CLTX in the first six months of 2015
(b) The deficit is primarily due to transactions whimtcurred several years ago, including a tax plaptiansaction and the fee paic
recapture a block of business previously cededh toraffiliated insurer.

A significant deterioration in the financial cordit, earnings or cash flow of the material subsids&aof CNO or CDOC for any reason
could hinder such subsidiaries' ability to pay cadisidends or other disbursements to CNO and/or CD@hich, in turn, could limit CNO's
ability to meet debt service requirements and fyatiger financial obligations. In addition, we ynehoose to retain capital in our insurance
subsidiaries or to contribute additional capitabtw insurance subsidiaries to strengthen theplssy and these decisions could limit the
amount available at our top tier insurance subs@bao pay dividends to the holding companies. €D®@ade no capital contributions to its
insurance subsidiaries in the first six months@f%.
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In the second quarter of 2015, as further discuss#te note to the consolidated financial stateientitled "Notes Payable - Direct
Corporate Obligations", we completed our debt eeiting transactions. The following table sets fol#sources and uses of cash from such
transactions (dollars in millions):

Sources:
Notes $ 825.(
New Revolving Credit Agreement 100.C
Total sources $  925.C
Uses:
Repayment of Previous Senior Secured Credit égent $ 502.:
Repayment of 6.375% Notes, including redemptiomuen 292.¢
Accrued interest 4.3
Debt issuance costs 16.C
General corporate purposes 109.¢
Total uses $ 925.(

On May 19, 2015, the Company made an initial drgvah$100.0 million under the New Revolving Creigreement, resulting in
$50.0 million available for additional borrowinghe New Revolving Credit Agreement includes an umeitted subfacility for swingline
loans of up to $5.0 million , and up to $5.0 mifliof the New Revolving Credit Agreement is availatdethe issuance of letters of credit.
Company may incur additional incremental loans uride New Revolving Credit Agreement in an aggregmaincipal amount of up to $50.0
million , provided that there are no events of d#éfand subject to certain other terms and conustiocluding the delivery of certain
documentation.

The New Revolving Credit Agreement requires the Gany to maintain (each as calculated in accordasittethe New Revolving
Credit Agreement): (i) a debt to total capitalipatratio of not more than 30.0 percent (such nads 19.8 percent at June 30, 2015 ); (ii) an
aggregate ratio of total adjusted capital to corgntion level risk-based capital for the Compaimssirance subsidiaries of not less tR&o
percent (such ratio was estimated to be 443 peatehine 30, 2015 ); and (iii) a minimum consokdiatet worth of not less than the sum of
(x) $2,674 million million plus (y) 50.0% of the nequity proceeds received by the Company fromd$igance and sale of equity interests in
the Company (the Company's consolidated net woath $8,759.2 million at June 30, 2015 comparedeartmimum requirement of $2,675
million ).

In the first six months of 2015 , we also made 81fillion of scheduled quarterly principal paymedtse under the Previous Senior
Secured Credit Agreement.

The scheduled principal payments on our direct@atg obligations are as follows at June 30, 2@b84rs in millions):

Year ending June 30,

2016 $ =
2017 —
2018 —
2019 100.(
2020 325.(
Thereafter 500.(

$ 925.(

In the first six months of 2015 , we repurchase® illion shares of common stock for $186.9 milligncluding $8.0 million of
repurchases settled in the third quarter of 20b8eu our securities repurchase program. The Compasiyemaining repurchase authority of
$234.1 million as of June 30, 2015 . We currentificpate repurchasing a total of
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approximately $350 million to $425 million of ouommon stock during 2015, absent compelling altérastincluding, but not limited to,
investment in our business, dividends on commocksto acquisition transactions. The amount andninaf the securities repurchases (if
any) will be based on business and market conditzord other factors.

Although we have no current agreements to acqiféénisurance or other complementary businessesigifir reinsurance or other
acquisition transactions, we have a team activatyged on exploring non-organic opportunities i goal of expanding and accelerating
the profitable growth of our business.

In the first six months of 2015 , dividends decthom common stock totaled $25.7 million ( $0.13 g@mmon share).

On June 18, 2015, S&P affirmed our issuer creditsemior secured debt ratings of "BB+" and revibedoutlook for these ratings to
positive from stable. In S&P's view, an obligatiated "BB" is less vulnerable to nonpayment thdreospeculative issues. However, it faces
major ongoing uncertainties or exposure to advieusiness, financial or economic conditions whichlddead to the obligor's inadequate
capacity to meet its financial commitment on thégattion. Pluses and minuses show the relativedétanwithin a category. S&P has a total
of 22 possible ratings ranging from "AAA (Extrem@&yrong)" to "D (Payment Default)". There are tatings above CNO's "BB+" rating and
eleven ratings that are below its rating.

On May 11, 2015, Moody's upgraded our issuer cietitsenior secured debt ratings to "Bal" from "Bafl the outlook for these
ratings is stable. On March 27, 2014, Moody's uggdaour issuer credit and senior secured debigsatm"'Ba2" from "Ba3". In Moody's
view, obligations rated "Ba" are judged to havecsiive elements and are subject to substanegdlitcrisk. A rating is supplemented with
numerical modifiers "1", "2" or "3" to show the a¢ive standing within a category. Moody's has altot 21 possible ratings ranging from
"Aaa" to "C". There are ten ratings above CNO's1'Bating and ten ratings that are below its rating

On August 14, 2014, A.M. Best upgraded our isspetdlitand senior secured debt ratings to "bb+" ffobi' and the outlook for these
ratings is positive. A "positive" designation indies a possible rating upgrade over an intermetéiate due to favorable financial/market
trends relative to the current rating level. In ABEst's view, a company rated "bb+" has specwatiedit characteristics generally due to a
moderate margin of principal and interest paymeatsetion and vulnerability to economic changessP$ and minuses show the relative
standing within a category. A.M. Best has a tofé&22possible ratings ranging from "aaa (Exceptiprta "d (In default)". There are ten
ratings above CNO's "bb+" rating and eleven ratthgs are below its rating.

On May 5, 2014, Fitch upgraded our issuer creditsanior secured debt ratings to "BB+" from "BBtahe outlook for these ratings
is positive. The rating outlook indicates the dii@t a rating is likely to move over a one to tweay period. In Fitch's view, an obligation
rated "BB" indicates an elevated vulnerability afalilt risk, particularly in the event of adver$mieges in business or economic conditions
over time; however, business or financial flexigikxists which supports the servicing of financianmitments. Pluses and minuses sho\
relative standing within a category. Fitch hastaltof 21 possible ratings ranging from "AAA" to "DT here are ten ratings above CNO's
"BB+" rating and ten ratings that are below itsngt

As part of our investment strategy, we may entir iapurchase agreements to increase our investetemh. Pursuant to such
agreements, the Company sells securities subjeuat tbligation to repurchase the same securitiedetithese arrangements, the Company
may transfer legal control over the assets butretiin effective control through an agreement bwih entitles and obligates the Company to
repurchase the assets. As a result, these reparagasements are accounted for as collateralimadding arrangements (i.e., secured
borrowings) and not as a sale and subsequent reme®f securities. Such borrowings totaled $2Glbmat June 30, 201&nd mature pric
to December 31, 2015.

We believe that the existing cash available tohiblding company, the cash flows to be generatad fsperations and other
transactions will be sufficient to allow us to meet debt service obligations, pay corporate exgeasd satisfy other financial
obligations. However, our cash flow is affectedabyariety of factors, many of which are outsid@of control, including insurance
regulatory issues, competition, financial marketd ather general business conditions. We canmstigie assurance that we will possess
sufficient income and liquidity to meet all of odebt service requirements and other holding compatigations.
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INVESTMENTS

At June 30, 2015, the amortized cost, gross uizeghbains and losses and estimated fair valuxed fmaturities, available for sale,
were as follows (dollars in millions):

Gross Gross Estimated
Amortized unrealized  unrealized fair
cost gains losses value
Investment grade (a):

Corporate securities $ 11,318( $ 1,160. $ (1019 $ 12,376.

United States Treasury securities and obligatidrignited States
government corporations and agencies 149.¢ 16.2 — 166.2
States and political subdivisions 1,980.! 2157 (20.0 2,186.:
Debt securities issued by foreign governments 1.8 A — 1.€
Asset-backed securities 790.( 38.7 (1.6 827.1
Collateralized debt obligations 343.¢ 1.7 (1.2 344.:
Commercial mortgage-backed securities 1,279.¢ 64.C (4.2 1,339.°
Mortgage pass-through securities 3.t 3 — 3.€
Collateralized mortgage obligations 491.¢ 19.2 (-2 510.¢
Total investment grade fixed maturities, availdolesale 16,359.: 1,516. (119.) 17,756.!

Below-investment grade (a):

Corporate securities 1,152.¢ 29.2 (41.9) 1,140.
States and political subdivisions 20.1 A (5.0 15.2
Asset-backed securities 548.¢ 31.7 (1.6 578.¢
Commercial mortgage-backed securities 43.¢ — (.9) 42.¢
Collateralized mortgage obligations 633.¢ 57.7 (.7 690.¢
Total below-investment grade fixed maturities, &lae for sale 2,399.( 118.¢ (49.5) 2,468.:
Total fixed maturities, available for sale $ 18758. $ 1635: $ (168.6) $ 20,224.

(a) Investment ratings — Investment ratings asggasd the second lowest rating by Nationally Recgd Statistical Rating
Organizations ("NRSROs") (Moody's, S&P or Fitch)jfaot rated by such firms, the rating assigngdhe National Association of
Insurance Commissioners (the "NAIC"). NAIC desigms of "1" or "2" include fixed maturities gen#lyarated investment grade
(rated "Baa3" or higher by Moody's or rated "BBBf"higher by S&P and Fitch). NAIC designations'®fthrough "6" are referred
to as below-investment grade (which generally ated "Bal" or lower by Moody's or rated "BB+" omer by S&P and
Fitch). References to investment grade or belowestment grade throughout our consolidated findustaements are determined as
described above.
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The NAIC evaluates the fixed maturity investmerftsisurers for regulatory and capital assessmerggaes and assigns securities to
one of six credit quality categories called NAIGigmations, which are used by insurers when pregdheir annual statements based on
statutory accounting principles. The NAIC desigoiasi are generally similar to the credit qualityigeations of the NRSROs for marketable
fixed maturity securities, except for certain staned securities. However, certain structured sgesrated below investment grade by the
NRSROs can be assigned NAIC 1 or NAIC 2 designati@pendent on the cost basis of the holding velati estimated recoverable amot
as determined by the NAIC. The following summarittess NAIC designations and NRSRO equivalent ratings

NAIC Designation NRSRO Equivalent Rating
1 AAA/AAIA
BBB
BB
B
CCC and lower
In or near default

o O WN

A summary of our fixed maturity securities, avaiafor sale, by NAIC designations (or for fixed mudty securities held by non-
regulated entities, based on NRSRO ratings) aara# 30, 2015 is as follows (dollars in millions):

Estimated fair  Percentage of total

NAIC designation Amortized cost value estimated fair value
1 $ 9,172t $  10,059. 49.7%

2 8,401.¢ 8,999.¢ 44 5

3 842.( 839.¢ 4.2

4 277.2 266.¢ 1.2

5 64.€ 59.2 .3

6 N J— N
$ 18,758.. $  20,224. 100.(%
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Concentration of Fixed Maturity Securities, Available for Sale

The following table summarizes the carrying valaed gross unrealized losses of our fixed matugtusties, available for sale, by
category as of June 30, 2015 (dollars in millions):

Percent of
Percent of Gross gross

fixed unrealized unrealized
Carrying valu¢ maturities losses losses

States and political subdivisions $ 2,201.c 10.9% $ 15.C 8.€%
Energy/pipelines 1,856.: 9.2 45.: 26.¢
Utilities 1,698.( 8.4 1.1 .6
Insurance 1,486. 7.3 127 7.2
Asset-backed securities 1,406.( 7.C 3.2 1.¢
Commercial mortgage-backed securities 1,382.¢ 6.8 5.1 3.C
Healthcare/pharmaceuticals 1,220.( 6.C 12.2 7.2
Collateralized mortgage obligations 1,201.° 5.¢ .9 .5
Food/beverage 868.1 4.3 B 2.1
Cable/media 722.1 3.€ 14.¢ 8.8
Banks 699.] 3.5 5.E 3.4
Real estate/REITs 688.: 3.4 .8 .5
Capital goods 577.k 2.8 2.¢ 1.7
Chemicals 429. 2.1 6.3 3.8
Transportation 384.¢ 1.8 2.C 1.2
Telecom 376.¢ 1.6 3.C 1.8
Collateralized debt obligations 344.: 1.7 1.2 7
Aerospace/defense 335.1 1.7 1.1 7
Business services 293.C 1.4 5.€ 3.3
Building materials 290.¢ 1.4 1.€ .9
Metals and mining 284.: 1.4 16.¢ 10.C
Paper 245k 1.2 1.8 1.1
Brokerage 240.2 1.2 .8 3
Technology 203.¢ 1.C 7 A4
Other 789.2 3.9 4.3 2.€

Total fixed maturities, available for sale $  20,224. 100.(% $  168.t 100.(%

At June 30, 2015, the carrying value of the Conyfsafixed maturity securities in the energy/pipelsector was $1.9 billion, with
gross unrealized gains of $134.4 million and gros®alized losses of $45.3 million. Although theseurities are of high quality (85 percent
are rated investment grade) and diversified (o@&rifdividual credits/issuers), we could be expasefuiture downgrades and declines in
market values if oil prices remain at low levels & extended period of time.

Below-1nvestment Grade Securities

At June 30, 2015 , the amortized cost of the Comipdrelow-investment grade fixed maturity secusitieas $2,399.0 million , or 13
percent of the Company's fixed maturity portfolidie estimated fair value of the below-investmentgrportfolio was $2,468.3 million , or
103 percent of the amortized cost.

Below-investment grade corporate debt securitipealy have different characteristics than investingrade corporate debt
securities. Based on historical performance, frdibaof default by the borrower is significantfreater for below-investment grade
corporate debt securities and in many cases sewéilibss is relatively greater as such securies
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generally unsecured and often subordinated to atldebtedness of the issuer. Also, issuers ofvb@lwestment grade corporate debt
securities frequently have higher levels of delattiee to investment-grade issuers, hence, allrdtiiags being equal, are generally more
sensitive to adverse economic conditions. The Gom@ttempts to reduce the overall risk relateitstmvestment in belovinvestment grad
securities, as in all investments, through carefetit analysis, strict investment policy guidetinand diversification by issuer and/or
guarantor and by industry.

Net Realized Investment Gains (Losses)

The following table sets forth the net realizedeistiment gains (losses) for the periods indicatetlgid in millions):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Fixed maturity securities, available for sale:
Gross realized gains on sale $ 115 % 49 $ 26z $ 46.£
Gross realized losses on sale (5.5 (3.0 (20.9 (8.5
Impairments:
Total other-than-temporary impairment losses — — 1.3 —
Other-than-temporary impairment losses recognigextcumulated
other comprehensive income — — — —
Net impairment losses recognized — — (1.9 —
Net realized investment gains from fixed maturities 6.C 1.6 4.C 37.¢
Equity securities .5 7.8 3.C 7.¢
Commercial mortgage loans — 1.1 2.9 1.1
Impairments of mortgage loans and other investments (7.9 — (7.9 (11.9
Gain on dissolution of a variable interest entity — — 11.2 —
Other (a) (8.7) 1kt (9.9 .8
Net realized investment gains (losses) $ (10.) $ 124§ (12 $ 35.¢

(&) Changes in the estimated fair value of tradiegurities that we have elected the fair valueoognd are still held as of the end of
the respective periods) were $(3.9) million andL$8illion for the six months ended June 30, 201& 2014 , respectively.

During the first six months of 2015 , we recognired realized investment losses of $1.2 milliorhjch were comprised of: (i) $1.0
million of net gains from the sales of investmel(ii3;an $11.3 million gain on the dissolution o¥&E; (iii) the decrease in fair value of
embedded derivatives related to a modified coimagagreement of $4.3 million ; and (iv) $9.2 roifliof writedowns of investments for
other than temporary declines in fair value recpgdithrough net income ($7.9 million of which wasritedown of a legacy investment in a
private company that is being liquidated). We argler have any exposure to legacy private compaeiated to investments acquired by our
Predecessor.

During the first six months of 2014 , we recognired realized investment gains of $35.8 millionhjeth were comprised of: (i) $41.8
million of net gains from the sales of investmepismarily fixed maturities); (ii) the increase fiair value of certain fixed maturity
investments with embedded derivatives of $5.9 aiilli and (iii) $11.9 million of writedowns of inviesents for other than temporary declines
in fair value recognized through net income.

At June 30, 2015, there were no fixed maturityusiges in default or considered nonperforming.

During the first six months of 2015 , the $20.9limil of realized losses on sales of $181.7 millibixed maturity securities, availak
for sale included: (i) $.6 million of losses reldt® the sales of asset-backed securities; anfiZ@i)3 million related to various corporate
securities. Securities are generally sold at s flolowing unforeseen issue-specific events
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or conditions or shifts in perceived risks. Thes@sons include but are not limited to: (i) chanigethe investment environment; (ii)
expectation that the market value could deteridiatder; (iii) desire to reduce our exposure tcaaret class, an issuer or an industry; (iv)
prospective or actual changes in credit qualityvdichanges in expected cash flows.

During the first six months of 2014 , the $8.5 mill of realized losses on sales of $156.9 millibfix@d maturity securities, available
for sale, included: (i) $.5 million of losses r@dtto the sales of securities issued by state alititpl subdivisions; and (ii) $8.0 million of
additional losses primarily related to various @ogte securities.

Our fixed maturity investments are generally pusglthin the context of various long-term strategimduding funding insurance
liabilities, so we do not generally seek to gereesdiiort-term realized gains through the purchadesale of such securities. In certain
circumstances, including those in which securitiesselling at prices which exceed our view ofrthederlying economic value, or when it is
possible to reinvest the proceeds to better medbag-term asset-liability objectives, we may s&ttain securities.

We regularly evaluate all of our investments witliealized losses for possible impairment. Ourssssent of whether unrealized
losses are "other than temporary" requires sigmifigudgment. Factors considered include: (i)ekient to which fair value is less than the
cost basis; (ii) the length of time that the faatue has been less than cost; (iii) whether thealized loss is event driven, credit-driven or a
result of changes in market interest rates orpisknium; (iv) the near-term prospects for speafients, developments or circumstances
likely to affect the value of the investment; (ligtinvestment's rating and whether the investnseimviestment-grade and/or has been
downgraded since its purchase; (vi) whether theeisis current on all payments in accordance vhiéhcontractual terms of the investment
and is expected to meet all of its obligations ure terms of the investment; (vii) whether wesird to sell the investment or it is more lik
than not that circumstances will require us to $elinvestment before recovery occurs; (viii) timelerlying current and prospective asset and
enterprise values of the issuer and the extenhiohathe recoverability of the carrying value of davestment may be affected by changes in
such values; (ix) projections of, and unfavoralilanges in, cash flows on structured securitiesiding mortgage-backed and asset-backed
securities; (x) our best estimate of the valuenyf eollateral; and (xi) other objective and subjecfactors.

Future events may occur, or additional informatioety become available, which may necessitate futakized losses in our
portfolio. Significant losses could have a mataeaidverse effect on our consolidated financialestegnts in future periods.

The following table sets forth the amortized coed astimated fair value of those fixed maturitegilable for sale, with unrealized
losses at June 30, 2015 , by contractual matuAtual maturities will differ from contractual matties because borrowers may have the
right to call or prepay obligations with or withoognalties. Structured securities frequently idelprovisions for periodic principal payments
and permit periodic unscheduled payments.

Estimated
Amortized fair
cost value

(Dollars in millions)
Due in one year or less $ 4C $ 4.C
Due after one year through five years 145.¢ 141.¢
Due after five years through ten years 364.¢ 348.:
Due after ten years 2,016. 1,878.¢
Subtotal 2,530.° 2,372.!
Structured securities 733.7 723.0
Total $ 3,264 $ 3,095.¢
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The following summarizes the investments in outfptio rated belowinvestment grade which have been continuously inraralizec
loss position exceeding 20 percent of the cosslfasithe period indicated as of June 30, 20159¢doin millions):

Number Cost Unrealized Estimated
of issuers basis loss fair value
Less than 6 months 4 $ 39.¢ $ (10.¢) $ 29.1
Greater than or equal to 6 months and less than 12
months 3 35.¢ (10.¢) $ 25.2
Greater than 12 months 1 14.1 (4.7 10.C
$ 89.¢ $ (25.5) $ 64.4
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The following table summarizes the gross unreali@sdes of our fixed maturity securities, availdiolesale, by category and ratings
category as of June 30, 2015 (dollars in millions):

Investment grade Below-investment grade
Total gross
B+ and unrealized
AAA/AAIA BBB BB below losses

Energy/pipelines $ — 3 224 $ 144 $ 85 $ 45.2
Metals and mining — 16.< .5 — 16.¢
States and political subdivisions 8.t 1.t — 5.C 15.C
Cable/media — 11k 2.7 .6 14.¢
Insurance 3.2 9.t — — 12.7
Healthcare/pharmaceuticals 1.8 10.1 3 — 12.2
Chemicals — 6.2 A — 6.3
Banks 1.C 4.7 — A 5.€
Business services — A B8 — 5.€
Commercial mortgage-backed securities 3.2 .9 .9 — 5.1
Food/beverage 1.C 2.1 — A4 3.t
Asset-backed securities .8 .8 2 14 3.2
Telecom — 14 2 14 3.C
Capital goods — 2.€ — 3 2.¢
Transportation — 1.¢ — 1 2.C
Paper — 1.4 — 4 1.6
Building materials — — 1.3 3 1.€
Collateralized debt obligations 1.2 — — — 1.2
Retalil — — — 1.1 1.1
Utilities A .9 — A 1.1
Aerospace/defense — — A 1.C 1.1
Collateralized mortgage obligations A A 1 .6 .9
Real estate/REITs A 7 — — 8
Brokerage — .8 — — .8
Gaming — — 7 — s
Technology — 3 1 .3 7
Autos — 2 — — 2
Consumer products — — A — A
Entertainment/hotels — A — — A
Other 7 T T — 2.1

Total fixed maturities, available for sal$ 21§ 97§ 27¢ § 21€ §$ 168.¢

Our investment strategy is to maximize, over aanet period and within acceptable parameters alitgjuand risk, investment incon
and total investment return through active investinmeanagement. Accordingly, we may sell secur#ies gain or a loss to enhance the
projected total return of the portfolio as markpportunities change, to reflect changing perceptiirisk, or to better match certain
characteristics of our investment portfolio witke ttorresponding characteristics of our insuraratglifies.
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The following table summarizes the gross unreali@edes and fair values of our investments wittealized losses that are not dee
to be other-than-temporarily impaired, aggregatethizestment category and length of time that ssesturities have been in a continuous
unrealized loss position, at June 30, 2015 (doitarsillions):

Less than 12 months 12 months or greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Description of securities value losses value losses value losses
United States Treasury securities ar
obligations of United States
government corporations and agenc $ 7€ $ — — 8 — 3 7€ $ —
States and political subdivisions 213.¢ (9.9 24.¢ (5.6 238.< (15.0
Corporate securities 1,942t (125.2) 184.1 (18.0 2,126.¢ (143.2)
Asset-backed securities 241t (2.5 54.: (.7 295.¢ (3.2
Collateralized debt obligations 108.2 (.6) 46.1 (.6) 154.% (1.2
Commercial mortgage-backed
securities 175.¢ (5. 4.7 — 180.: (5.
Mortgage pass-through securities — — 3 — 3 —
Collateralized mortgage obligations 68.4 (.5) 24.2 (.4) 92.€ (.9)
Total fixed maturities, available fc
sale $ 2,757 $ (1439 $ 3386t $ (25.9) $ 3,095.¢ $ (168.6)
Equity securities $ 1182 ¢ 1.4 $ 1€ $ (2 % 119.¢ $ (1.6

Based on management's current assessment of irergstmith unrealized losses at June 30, 2015Ctmepany believes the issuers of
the securities will continue to meet their obligat (or with respect to equity-type securities,ittvestment value will recover to its cost
basis). While we do not have the intent to sedlsiéies with unrealized losses and it is not mikely than not that we will be required to sell
securities with unrealized losses prior to theticmated recovery, our intent on an individualiggty may change, based upon market or ¢
unforeseen developments. In such instancespgsit recognized from a sale subsequent to admbdreet date due to these unexpected
developments, the loss is recognized in the péniachich we had the intent to sell the securitydoefits anticipated recovery.

Structured Securities

At June 30, 2015 fixed maturity investments incllid&ructured securities with an estimated fair ati$4.3 billion (or 21 percent of
all fixed maturity securities). The yield charatttics of structured securities generally diffieisome respects from those of traditional
corporate fixed-income securities or governmentigges. For example, interest and principal pagta®n structured securities may occur
more frequently, often monthly. In many instanses,are subject to variability in the amount amditig of principal and interest
payments. For example, in many cases, partiabgrapnts may occur at the option of the issuer aedgyment rates are influenced by a
number of factors that cannot be predicted withadety, including: the relative sensitivity of me@yments on the underlying assets backing
the security to changes in interest rates and aaf@ts; the availability of alternative financiragyariety of economic, geographic and other
factors; the timing, pace and proceeds of liquadetiof defaulted collateral; and various secunigeific structural considerations (for
example, the repayment priority of a given securitg securitization structure). In addition, tbal amount of payments for non-agency
structured securities may be affected by changeartwlative default rates or loss severities ofréiated collateral.
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The following table sets forth the par value, amed cost and estimated fair value of structuredisges, summarized by interest re
on the underlying collateral, at June 30, 2015l&lslin millions):

Par Amortized Estimated

value cost fair value
Below 4 percent $ 1,406.° $ 987.¢ $ 1,002.!
4 percent — 5 percent 894.% 847.% 878.¢
5 percent — 6 percent 1,835.1 1,720.¢ 1,825.«
6 percent — 7 percent 503.¢ 469.( 510.7
7 percent — 8 percent 77.1 78.2 87.€
8 percent and above 32.¢ 329 33.:2
Total structured securities $ 4,749.C § 4135f § 4,338.«

The amortized cost and estimated fair value ofcttined securities at June 30, 2015 , summarizegig®yof security, were as follows
(dollars in millions):

Estimated fair value

Percent
Amortized of fixed

Type cost Amount maturities
Pass-throughs, sequential and equivalent securities $ 875.C % 933./ 4.€6%
Planned amortization classes, target amortizalisses and accretion-directed
bonds 228.¢ 246.° 1.z
Commercial mortgage-backed securities 1,323.° 1,382.¢ 6.€
Asset-backed securities 1,338.¢ 1,406.( 7.C
Collateralized debt obligations 343.¢ 344.: 1.7
Other 25.2 25.¢ A

Total structured securities $ 4,135f $ 4,338. 21.%

Pass-throughs, sequentials and equivalent sesuniéiee unique prepayment variability charactesstieasshrough securities typical
return principal to the holders based on cash paysfeom the underlying mortgage obligations. Sedjaésecurities return principal to
tranche holders in a detailed hierarchy. Planmedrazation classes, targeted amortization claasdsaccretion-directed bonds adhere to
fixed schedules of principal payments as long esitiderlying mortgage loans experience prepaynvettig certain estimated ranges. In
most circumstances, changes in prepayment ratdéssirabsorbed by support or companion classeasatiag the timing of receipt of cash
flows from the consequences of both faster prepaysn@verage life shortening) and slower prepayménerage life extension).

Commercial mortgage-backed securities are seciyredrinmercial real estate mortgages, generally imcproducing properties that
are managed for profit. Property types includetiriamily dwellings including apartments, retailnters, hotels, restaurants, hospitals,
nursing homes, warehouses, and office buildingilénost commercial mortgage-backed securitiee ltal protection features whereby
underlying borrowers may not prepay their mortgggestated periods of time without incurring pregpeent penalties, recoveries on
defaulted collateral may result in involuntary pgments.
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Commercial Mortgage Loans

The following table provides the carrying value astimated fair value of our outstanding mortgagas$ and the underlying collateral
as of June 30, 2015 (dollars in millions):

Estimated fair

value
Carrying Mortgage

Loanto-value ratio (a) value loans Collateral
Less than 60% $ 748t $ 783.6 % 1,760.¢
60% to 70% 415.1 425.1 643.t
Greater than 70% to 80% 378.1 385.2 512.¢
Greater than 80% to 90% 119t 126.¢ 143.¢
Greater than 90% 4.3 4.9 4.7

Total $ 1665f $ 1,725« $ 3,064.¢

(a) Loan-to-value ratios are calculated as thie cdt (i) the carrying value of the commercial mgage loans; to (ii) the estimated fair
value of the underlying collateral.

INVESTMENTS IN VARIABLE INTEREST ENTITIES
The following table provides supplemental informatabout the revenues and expenses of the VIEwilaice been consolidated in

accordance with authoritative guidance, after gj\éffect to the elimination of our investment ie ¥IEs and investment management fees
earned by a subsidiary of the Company (dollarsiltiams):

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Revenues:
Net investment income — policyholder and reinsaemounts and
other special-purpose portfolios $ 6.2 $ 105 $ 29.7 $ 20.¢
Fee revenue and other income 5 A 1.1 2
Total revenues 16.€ 10.€ 30.¢ 21.1
Expenses:
Interest expense 10.7 6.4 19.2 12.¢
Other operating expenses 3 4 1.1 .6
Total expenses 11.C 6.8 20.2 13.t
Income before net realized investment losses atahie taxes 5.8 3.8 10.t 7.€
Net realized investment losses — — (:9) (2.0
Income before income taxes $ 58 $ 38 § 9€ $ 5.€

During the first six months of 2015 , we recognired realized investment losses on the VIE investmef $.9 million . During the
first six months of 2014 , we recognized net realimvestment losses on the VIE investments of &2lidon .
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Supplemental Information on Investments Held by VIES

The following table summarizes the carrying valogthe investments held by the VIEs by categorgfaline 30, 2015 (dollars in
millions):

Percent of
Percent Gross gross
of fixed unrealized unrealized
Carrying value maturities losses losses

Cable/media $ 149.] 9.5% $ 9 6.C%
Healthcare/pharmaceuticals 146.% 9.3 2 1.2
Technology 145.¢ 9.3 55 B
Food/beverage 126.% 8.1 3 1.8
Autos 112.¢ 7.2 2 1.2
Capital goods 81.C 5.2 7 4.3
Consumer products 75.2 4.8 2 1.4
Paper 72.1 4.€ A 1.C
Brokerage 66.¢ 4.3 iz 9.4
Energy/pipelines 66.€ 4.3 8.5 54.1
Retail 62.¢ 4.C .6 3.€
Chemicals 60.¢ 3.6 A 5
Entertainment/hotels 56.1 3.€ A .6
Aerospace/defense 50.¢ 3.3 2 14
Utilities 47.t 3.C 3 2.C
Building materials 39.2 2.t 3 2.C
Business services 35.7 2.3 A 3
Transportation 35.F 2.3 A .5
Metals and mining 31.C 2.C A .3
Gaming 27.C 1.7 — —
Insurance 24.1 iLE 2 1.2
Real estate/REITs 20.7 1.3 A .3
Textiles 1.8 A — —
Other 30.2 1.6 .5 3.1

Total $ 1,565.¢ 100.% $ 15.¢ 100.(%
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The following table sets forth the amortized cowd astimated fair value of those investments hglthb VIEs with unrealized losses
June 30, 2015, by contractual maturity. Actuaturities will differ from contractual maturities bause borrowers may have the right to call
or prepay obligations with or without penalties.

Estimated
Amortized fair
cost value

(Dollars in millions)
Due in one year or less $ 2C $ 2.C
Due after one year through five years 375.k 369.¢
Due after five years through ten years 590.4 580.2
Total $ 967.¢ $ 952.]

The following summarizes the investments in outfptio rated belowinvestment grade which have been continuously inraralizec
loss position exceeding 20 percent of the cosslfasithe period indicated as of June 30, 201594doin millions):

Number Cost Unrealized Estimated
of issuers basis loss fair value
Less than 6 months 5 $ 122 % 30 $ 9.3
Greater than or equal to 6 months and less than 12
months 2 5.¢ (160 $ 4.3
$ 182 $ 4.6 $ 13.€

NEW ACCOUNTING STANDARDS

See "Recently Issued Accounting Standards" in thesto consolidated financial statements for audision of recently issued
accounting standards.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK.

Our market risks, and the ways we manage thensuamenarized in "Management's Discussion and Anabfsisnancial Condition ar
Results of Operations", included in our Annual Répo Form 10-K for the year ended December 314200here have been no material
changes in the first six months of 2015 to sucdksri&r our management of such risks.

ITEM 4. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Procedures. CNO's management, under the supervision andthétiparticipation of the Chief
Executive Officer and the Chief Financial Officevaluated the effectiveness of CNO's disclosurératsnand procedures (as defined in R
13a-15(e) and 15d-15(e) under the Securities Exgehawt of 1934, as amended). Based on its evaluatie Chief Executive Officer and
Chief Financial Officer concluded that, as of J8¢2015 , CNO's disclosure controls and procedusse effective to ensure that
information required to be disclosed by CNO in mpthat it files or submits under the Securitieshange Act of 1934 is recorded,
processed, summarized and reported within the pieniods specified in the SEC's rules and formssclosure controls and procedures are
also designed to reasonably assure that such iafamis accumulated and communicated to our managg including our Chief Executive
Officer and Chief Financial Officer, as appropriateallow timely decisions regarding required thsare.

Changesto Internal Control Over Financial Reporting. There were no changes in the Company's inteordta over financial

reporting (as defined in Rule 13a-15(f) under teeuities Exchange Act of 1934) during the threenths ended June 30, 2015 , that have
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

Information required for Part Il, Item 1 is incorpted by reference to the discussion under theihgd&ditigation and Other Legal
Proceedings" in the footnotes to our consolidateaicial statements included in Part I, Item 1hig Form 10-Q.

ITEM 1A. RISK FACTORS.

CNO and its businesses are subject to a numbéksfincluding general business and financial fésitors. Any or all of such factors
could have a material adverse effect on the busjriesncial condition or results of operation€TGMNO. Refer to "Risk Factors" in our Ann
Report on Form 10-K for the year ended DecembeRB14, for further discussion of such risk factoffiere have been no material changes
from such previously disclosed risk factors, exaepset forth below:

Federal and state legislation could adversely affect the financial performance of our insurance operations.

During recent years, the health insurance indusig/experienced substantial changes, includingtbagsed by healthcare legislation.
Recent federal and state legislation and pendigiglaive proposals concerning healthcare reforntaio features that could severely limit
eliminate, our ability to vary pricing terms or &pmedical underwriting standards to individuatgerieby potentially increasing our benefit
ratios and adversely impacting our financial resut particular, Medicare reform could affect aiility to price or sell our products or
profitably maintain our blocks inforce. For example Medicare Advantage program provides incestfee health plans to offer managed
care plans to seniors. The growth of managed dans pinder this program could decrease sales afational Medicare supplement
products we sell. Some current proposals contaemmonent provided long-term care insurance whiakccaffect the sales of our long-term
care products.

Proposals currently pending in Congress and soate gislatures may also affect our financial kssfhese proposals include the
implementation of minimum consumer protection stadd in all long-term care policies, including: gudeed premium rates; protection
against inflation; limitations on waiting periods fore-existing conditions; setting standards fdes practices for long-term care insurance;
and guaranteed consumer access to information asurers, including information regarding lapse agplacement rates for policies and
percentage of claims denied. Enactment of any mapgbat would limit the amount we can charge far groducts, such as guaranteed
premium rates, or that would increase the beneftsnust pay, such as limitations on waiting peri@ighat would otherwise increase the
costs of our business, could adversely affect imantial results.

In April 2015, the Department of Labor re-proposegdulations that would, if finalized in current fior substantially expand the range
of activities that would be considered to be fidugiinvestment advice under the Employee Retirermamame Security Act of 1974 and the
Internal Revenue Code. If final regulations werbdedssued with provisions similar to the propossgllations, some of the investment-
related information and support that our agentgisads and employees provide to customers on didaoiary basis could be substantially
limited beyond what is allowed under current lawisTcould change the methods that we use to dedetices and the compensation we
provide to our agents and could negatively impactsales, business, results of operations anddiaboondition.

On July 21, 2010, the Dodd-Frank Act was enacteblstgned into law. The Dodd-Frank Act made extemsivanges to the laws
regulating financial services firms and requiresaigs federal agencies to adopt a broad rangewfrakes and regulations. Among other
provisions, the Dodd-Frank Act provides for a neanfework of regulation of over-the-counter derivas markets. This will require us to
clear certain types of transactions currently tdhidethe over-the-counter derivative markets ang tmait our ability to customize derivative
transactions for our needs. In addition, we wilkly experience additional collateral requiremeantd costs associated with derivative
transactions.

The Dodd-Frank Act also establishes a FinanciddifttaOversight Council, which is authorized tobgect nonbank financial
companies deemed systemically significant to griptudential standards and other requirementsasdbject such a company to a special
orderly liquidation process outside the federaldpaptcy code, administered by the Federal Depasitifance Corporation (although
insurance company subsidiaries would remain subjel@uidation and rehabilitation proceedings unstate law). In addition, the Dodd-
Frank Act establishes a Federal Insurance Offiteiwthe Department of
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the Treasury. While not having a general superyisoregulatory authority over the business of iasge, the director of this office will
perform various functions with respect to insurariceluding serving as a noreting member of the Financial Stability Oversigiguncil anc
making recommendations to the Council regardingriers to be designated for more stringent reguiafidne director is also required to
conduct a study on how to modernize and improvesyiséem of insurance regulation in the United Stdtecluding by increased national
uniformity through either a federal charter or effee action by the states.

Federal agencies have been given significant disaren drafting the rules and regulations that wiplement the Dodd-Frank Act.
Consequently, many of the details and much ofrtigaict of the Dodd~rank Act may not be known for some time. In aaditithis legislatiol
mandated multiple studies and reports for Congresish could result in additional legislative ogtdatory action.

We cannot predict the requirements of the reguiatidtimately adopted under the Dodd-Frank Act,gfiect such regulations will
have on financial markets generally, or on our hesses specifically, the additional costs assatiatth compliance with such regulations,
any changes to our operations that may be necessaomply with the Dodd-Frank Act, any of whichuét have a material adverse affect on
our business, results of operations, cash flowfancial condition.

The New Revolving Credit Agreement and the I ndenture for the Notes contain various restrictive covenants and required financial
ratiosthat limit our operating flexibility. The violation of one or more loan covenant requirements will entitle our lendersto declare
all outstanding amounts under the New Revolving Credit Agreement and the Notes to be due and payable.

Pursuant to the New Revolving Credit Agreement, Ci¢f@eed to a number of covenants and other proadiwat restrict the
Company's ability to borrow money and pursue soperating activities without the prior consent of thnders. We also agreed to meet or
maintain various financial ratios and balances. @hility to meet these financial tests may be a#fédy events beyond our control. There are
several conditions or circumstances that could teaah event of default under the New Revolvingd@irAgreement, as described below.

The New Revolving Credit Agreement contains cerfamancial, affirmative and negative covenants. fiegative covenants in the
New Revolving Credit Agreement include restrictidhat relate to, among other things and subjectistomary baskets, exceptions i
limitations for facilities of this type:

e subsidiary deb

e liens;

e restrictive agreemen

e restricted payments during the continuance of ameef defaul
« disposition of assets and sale and leaseback ttEss

e transactions with affiliate

e change in busines

e fundamental change

« modification of certain agreements;

» changes to fiscal yei

The New Revolving Credit Agreement requires the Gany to maintain (each as calculated in accordasittethe New Revolving
Credit Agreement): (i) a debt to total capitalipatratio of not more than 30.0 percent (such nads 19.8 percent at June 30, 2015 ); (ii) an
aggregate ratio of total adjusted capital to corgntion level risk-based capital for the Compaimssirance subsidiaries of not less tR&o
percent (such ratio was estimated to be 443 peatehine 30, 2015 ); and (iii) a minimum consokdiatet worth of not less than the sum of
(x) $2,674 million plus (y) 50.0% of the net equitsoceeds received by the Company from the issuandesale of equity interests in the
Company (the Company's consolidated net worth \8a&59.2 million at June 30, 2015 compared to th@mmim requirement of $2,675
million ).

The New Revolving Credit Agreement provides fortonsary events of default (subject in certain casesistomary grace and cure
periods), which include, without limitation, thelfawing:

e nonpayment
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e breach of representations, warranties or cover

» cross-default and crossceleratior

e bankruptcy and insolvency evel

e judgment default

e actual or asserted invalidity of documentation wéhpect to the New Revolving Credit Agreem
« change of control; a1

e customary ERISA defaul

If an event of default under the New Revolving Grédireement occurs and is continuing, the Ageny mecelerate the amounts and
terminate all commitments outstanding under the Rewolving Credit Agreement.

These covenants place significant restrictionshemtanner in which we may operate our busines®andbility to meet these
financial covenants may be affected by events beyam control. If we default under any of thesearmants, the lenders could declare the
outstanding principal amount of the loan, accrusd @npaid interest and all other amounts owingmable thereunder to be immediately
due and payable, which would have material advesssequences to us. If the lenders under the Newlfeg Credit Agreement elect to
accelerate the amounts due, the holders of thesNoigld elect to take similar action with respedthinse debts. If that were to occur, we
would not have sufficient liquidity to repay oudebtedness.

The Indenture contains covenants that restricCtn@pany’s ability, with certain exceptions, to:

* incur certain subsidiary indebtedness without glsaranteeing the Nott

» create lient

» enter into sale and leaseback transact

* issue, sell, transfer or otherwise dispose gfsdrares of capital stock of any Insurance Subsidis defined in the Indenture);
and

« consolidate or merge with or into other compametransfer all or substantially all of the Comya asset

The Indenture provides for customary events of defaubject in certain cases to customary grackcame periods), which include
nonpayment, breach of covenants in the Indentaieiré to pay at maturity or acceleration of otimetebtedness, a failure to pay certain
judgments and certain events of bankruptcy andvirscy. Generally, if an event of default occuhg Trustee or holders of at 1e25% in
principal amount of the then outstanding Notes aheglare the principal of and accrued but unpaierést, including any additional interest,
on all of the Notes to be due and payable.

We have substantial indebtedness which may restrict our ability to take advantage of business, strategic or financing opportunities.

As of June 30, 2015 , we had an aggregate prinaipalunt of indebtedness of $925.0 million . CN@&ebtedness will require
approximately $43 million annually in cash to seev{based on the principal amounts outstandingagpticable interest rates as of June 30,
2015). Our substantial indebtedness and the dldigaunder our debt agreements may restrict oilityato take advantage of business,
strategic or financing opportunities.

On May 19, 2015, the Company entered into the NewoRing Credit Agreement and made an initial drayvdf $100.0 million ,
resulting in $50.0 million available for additiontabrrowings. The New Revolving Credit Agreementunas on May 19, 2019. On May 19,
2015, the Company also issued the 2020 Notes @205 Notes. The New Revolving Credit Agreementaios various restrictive
covenants and required financial ratios that wer@geired to meet or maintain and that will limitraperating flexibility. If we default under
any of these covenants, the lenders could dediareutstanding principal amount of the loan, actrard unpaid interest and all other
amounts owing or payable thereunder to be immdglidtes and payable, which would have material aglveonsequences to us. In such
event, the holders of the Notes could elect to sikdlar action with respect to those debts. It thare to occur, we would not have sufficient
liquidity to repay our indebtedness.

If we fail to pay interest or principal on our othedebtedness, including the Notes, we will beéfiault under the indenture governing
such indebtedness, which could also lead to a tefader agreements governing our existing andréuittdebtedness, including under the
New Revolving Credit Agreement. If the repaymentiaf related indebtedness were tc
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accelerated after any applicable notice or graceges we likely would not have sufficient fundsrepay our indebtedness. Absent sufficient
liquidity to repay our indebtedness, our managereour independent registered public accounting fnay conclude that there is
substantial doubt regarding our ability to contimsea going concern.

I nterruption in telecommunication, information technology and other operational systems, or a failure to maintain the security,
confidentiality or privacy of sensitive data residing on such systems, could harm our business.

We depend heavily on our telecommunication, infarometechnology and other operational systems anthe integrity and timeliness
of data we use to run our businesses and serviceustomers. These systems may fail to operatespijopr become disabled as a result of
events or circumstances which may be wholly orlp&yond our control. Further, we face the rislopérational and technology failures by
others, including financial intermediaries, vendansl parties that provide services to us. If thessties do not perform as anticipated, we |
experience operational difficulties, increased €@std other adverse effects on our business. Raspitimplementation of a variety of
security measures, our information technology ahérosystems could be subject to cyber attackdu@iimog the risk of undetected attacks)
and unauthorized access, such as physical or @éctoreak-ins, unauthorized tampering or otheuscbreaches, resulting in a failure to
maintain the security, confidentiality or privaclysensitive data, including personal financial &edlth information relating to customers.
There can be no assurance that any such breachowiticcur or, if any does occur, that it can bigantly remediated.

Interruption in telecommunication, information techogy and other operational systems, or a falon@aintain the security,
confidentiality or privacy of sensitive data resiglion such systems, whether due to actions by athers, could delay or disrupt our ability
do business and service our customers, harm outatigm, subject us to litigation, regulatory samoes and other claims, require us to incur
significant expenses, lead to a loss of customegig@venues and otherwise adversely affect ounbasDepending on the nature of the
information compromised, in the event of a datablneor other unauthorized access to our custontay @a may also have obligations to
notify customers about the incident and we may neguovide some form of remedy, such as a sulismnipo a credit monitoring service, 1
the individuals affected by the incident. A growimgmber of legislative and regulatory bodies had@pted consumer notification
requirements in the event of unauthorized accees acquisition of certain types of personal d&tach breach notification laws continue to
evolve and may be inconsistent from one jurisdictimanother. Complying with these obligations dotduse us to incur substantial costs
could increase negative publicity surrounding argident that compromises customer data. While wiataia insurance coverage that,
subject to policy terms and conditions and a sedfiied retention, is designed to address certpgcssof cyber risks, such insurance
coverage may be insufficient to cover all lossealbtypes of claims that may arise in the contllyuavolving area of cyber risk.

Third parties to whom we outsource certain of aunctions are also subject to the risks outlinedrapand failures in their systems
could adversely affect our business.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

Issuer Purchases of Equity Securities

Maximum number (or
Total number of  approximate dollar value)
shares (or units) of shares (or units) that
Average price  purchased as part of may yet be purchased

Total number of paid per share publicly announced under the plans or
Period shares (or units) (or unit) plans or programs programs (a)
(dollars in millions)
April 1 through April 30 2,311,64. $ 17.6¢ 2,311,64; $ 294.(
May 1 through May 31 1,229,122 17.9( 1,228,50. 272.(
June 1 through June 30 2,055,85! 18.4% 2,055,26! 234.1
Total 5,596,61: 18.0¢ 5,595,41 234.1

(@) In May 2011, the Company announced a secsinigpurchase program of up to $100.0 million . ébbridary 2012, June 2012,
December 2012, December 2013 and November 201&dhpany's Board of Directors approved, in aggegat additional $1,200.0
million to repurchase the Company's outstandingsges.

ITEM 5. OTHER INFORMATION.
On July 30, 2015, the employment agreement witlc8Baude, the Company’s Executive Vice PresideditGirief Operations and

Technology Officer, was amended to extend the @wfrthe agreement for an additional three yeard daly 31, 2018. The amendment to Mr.
Baude’'s employment agreement is attached herdfalaibit 10.1 and incorporated herein by reference.
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ITEM 6. EXHIBITS.

10.1 Amendment dated July 30, 2015 to the Amended arsthigel Employment Agreement between CNO ServideS,dnd
Bruce Baude.

12.1 Computation of Ratio of Earnings to Fixed Charges.

31.1 Certification Pursuant to the Securities ExchangeRule 13a-14(a)/15d-14(a), as Adopted Pursua8etdion 302 of the
Sarbanes-Oxley Act of 2002.

32.1 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbamésy@.ct of 2002.
101.INS XBRL Instance Document.
101.SCH XBRL Taxonomy Extension Schema Document.
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docute
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen
101.LAB XBRL Taxonomy Extension Label Linkbase Document.

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causedeport to be signed on its bet
by the undersigned thereunto duly authorized.

CNO FINANCIAL GROUP, INC.

Dated: July 31, 2015

By: /s/ John R. Kline
John R. Kline
Senior Vice President and Chief Accounting Gffic
(authorized officer and principal accountingiadf)
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Exhibit 10.1

AMENDMENT TO EMPLOYMENT AGREEMENT

This AMENDMENT TO AMENDED AND RESTATED EMPLOYMENT ASREEMENT is entered effective the 3
day of July, 2015, between CNO Services, LLC (tGerhpany”) and Bruce Baude (“Executive”).

Recitals
A. The Company and Executive entered into an AmenadedRestated Employment Agreement dated
January 6, 2015 (the “Agreement”).
B. The Company and Executive desire to further améedAlgreement to extend its Term (as defined ir

Agreement) and to make the other changes settiertsin.

NOW, THEREFORE, in consideration of the foregoingd ahe mutual covenants contained herein, the peaeic
sufficiency of which are hereby acknowledged:

1. Section 2 of the Agreement is hereby amended stathange the ending date of the Term from July2815 t«
July 31, 2018. All other provisions of Section 2tleé Agreement shall remain unchanged.

2. The third sentence of Section 5(b) of the Agreset is hereby amended solely to change “2015 Bdou201¢
bonus.” All other provisions of Section 5(b) of thgreement shall remain unchanged.

3. All provisions of the Agreement not amended hergtgll remain in full force and effe

IN WITNESS WHEREOF, the parties have executed #ngendment to Employment Agreement as of the dasd
above written.

CNO SERVICES, LLC

By: /s/ Edward J. Bonach
Edward J. Bonach, President

/s/ Bruce Baude
Bruce Baude




Exhibit 12.1

CNO FINANCIAL GROUP, INC. AND SUBSIDIARIES
Computation of Ratio of Earnings to Fixed Charges
(Dollars in millions)

Six months
ended Year ended
June 30, December 31,
2015 2014
Pretax income from operations:
Net income $ 99.6 $ 51.2
Add income tax expense 55.4 123.5
Pretax income from operations 155.( 175.1
Add fixed charges:
Interest expense on corporate debt 22.4 43.¢
Interest expense on investment borrowing
and borrowings related to variable interes
entities 24.2 48.¢
Interest added to policyholder account
balances 62.4 173.(
Portion of rental (a) 7.4 15.1
Fixed charges 116.¢ 280.¢
Adjusted earnings $ 271¢ $ 456.(
Ratio of earnings to fixed charges 2.33X 1.62X

(a) Interest portion of rental is estimated to be 3@ pet



Exhibit 31.1
CERTIFICATION

I, Edward J. Bonach, certify that:

1.

2.

| have reviewed this quarterly report on Foil®HQdof CNO Financial Group, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary
in order to make the statements made, in lighbefdircumstances under which such statements wade ,mot misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe@ periods presented in this
report;

| am responsible for establishing and maintgjrdisclosure controls and procedures (as defim&kchange Act Rules 13i5(e) anc
15d-15(e)) and internal control over financial repmy (as defined in Exchange Act Rules 13a-15(¢f) 45d-15(f)) for the registrant
and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdorhe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over finanoggdorting, or caused such internal control oveatditial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and presentbs report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveydhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportitigit occurred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to affect, the registrant's intdrcontrol over financial reporting; and

| have disclosed, based on my most recent atratuof internal control over financial reportirig,the registrant's auditors and the
audit committee of the registrant's board of dwex{or persons performing the equivalent funciions

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize aport financial information; ar

(b) Any fraud, whether or not material, that ined management or other employees who have aisagttifole in the registrant's
internal control over financial reporting.

Date: July 31, 2015

/s/ Edward J. Bonach

Edward J. Bonach
Chief Executive Officer and Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of CNO Kol Group, Inc. (the "Company") on Form 10-Q tiee period ending June 30,
2015 as filed with the Securities and Exchange Csion on the date hereof (the "Report”), |, EdwarBonach, Chief Executive Officer
and Chief Financial Officer of the Company, certifyrsuant to 18 U.S.C. Section 1350, as adoptesiipat to Section 906 of the Sarbanes-
Oxley Act of 2002, that to my actual knowledge:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

(2) The information contained in the Report faphesents, in all material respects, the finanmaldition and results of operations
of the Company.

/s/ Edward J. Bonach
Edward J. Bonach
Chief Executive Officer and Chief Financial Officer

July 31, 2015

A signed original of this written statement reqdil®y Section 906 has been provided to CNO Fina&ialip, Inc. and will be retained
by CNO Financial Group, Inc. and furnished to tlee8ities and Exchange Commission upon request.



