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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

[ X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 1998

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 1-9250

Conseco, Inc.
No. 35-1468632

Indiana
State of Incorporation IR S Employer Identification No.
11825 N. Pennsylvania Street
Carmel, Indiana 46032 (317) 817-6100
Telephone

Address of principal executive offices

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been

subject to such filing requirements for the pastlafs: Yes [ X ] No []

Shares of common stock outstanding as of May 181986,944,529



PART | - FINANCIAL INFORMA
ITEM 1. FINANCIAL STATEMENTS.
CONSECO, INC. AND SUBSIDIA

CONSOLIDATED BALANCE SHE
(Dollars in millions)

ASSETS

Investments:
Actively managed fixed maturities at fair value
1998 - $22,616.3; 1997 - $22,289.3)...........

Equity securities at fair value (cost: 1998 - $2
Mortgage l0ans........ccccoeevveecvieeennnenn.
Credit-tenant 10ans.............cccoeeveeirenns

Policy loans.........cccceevvvveeiiiieeeinen,

Other invested assets ..
Short-term investments
Assets held in separate accounts................

Total investments..........cccceevvveenns

Accrued investment income............ccc.ocueeene
Cost of policies purchased..
Cost of policies produced...
Reinsurance receivables.

Income tax assets
Goodwill (net of accumulated amortiz

a.ii.on: 1998 - $

Property and equipment (net of accumulated deprecia

Other asSetS........ccceeeviieeiiieeesiieennns

Total assets.......cccvvvveeeiveeinennen,

(continued on next page

The accompanying notes are an integr
consolidated financial state

TION

RIES

ET

(amortized cost:

192.2; 1997 - $167.7) cvveereeeernnnes
tion: 1998 - $88.4; 1997 - $83.8) .........

al part of the
ments.

31,

ited)

68.9
63.4
74.2
96.6
91.7

37.7
75.2

23.9

December 31,
1997

$22,773.7
228.9
516.2
558.6
692.4

26,961.2

379.3
2,466.4
915.2

$35,861.5



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED BALANCE SHEET, ¢
(Dollars in millions)

LIABILITIES AND SHAREHOLDERS'

Liabilities:

Insurance liabilities:
Interest sensitive products...................
Traditional products
Claims payable and other policyholder funds...
Unearned premiums.........cccovvvvernnneens
Liabilities related to separate accounts......

Investment borrowings..........ccccevevveeennns

Other liabilities........... .

Commercial Paper......cccccveeiieeeciiveeinns

Notes payable..........ccccoceeriiienniennns

Total liabilities..........cccovveernnns

Minority interest:

Company-obligated mandatorily redeemable preferr
of subsidiary trusts...........cccccevuerne

Common stock of subsidiary

Shareholders' equity:
Preferred stocK........ccccoovvvviiiiinnne
Common stock and additional paid-in capital (no
authorized, shares issued and outstanding: 199
1997 - 186,665,591).....cccccviriiiecnnenne
Accumulated other comprehensive income:
Unrealized appreciation of fixed maturity secu
income taxes: 1998 - $85.7; 1997 - $95.5)..
Unrealized appreciation of other investments (
income taxes: 1998 - $5.9; 1997 - $2.6)....
Retained earnings...........ccccoeeevveeeunen.

Total shareholders' equity................

Total liabilities and shareholders' equity

The accompanying notes are an integr
consolidated financial state

RIES
ontinued
EQUITY
March
199
(unaud

par value, 1,000,000,000 shares
8 - 186,791,453;

........................................... 2,3
rities (net of applicable deferred
........................................... 1
net of applicable deferred
B
........................................... 3,9
........................................... $35,9

al part of the
ments.

31,
ited)

20.6
58.0
17.3
09.1
75.2
96.1
23.4
41.0
94.1

34.8

88.1

15.8
97.0

59.0

10.9
17.6

00.3

23.9

December 31,
1997

$17,357.6
5,784.8
1,615.5

1,383.9

115.8

2,382.0

177.2

$35,861.5



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF OPE

(Dollars in millions)
(unaudited)

Revenues:
Insurance policy income:
Traditional products............ccoevveennns
Interest sensitive products...................
Net investment income
Net investment gains
Fee revenue and other income....................

Total revenues

Benefits and expenses:
Insurance policy benefits...........cccveene
Amounts added to annuity and financial product p
account balances:
Interest........coccevvviviiiiicniienns
Other amounts added to variable and equity-i
Interest expense on notes payable...............
Interest expense on short-term investment borrow
Amortization related to operations..............
Amortization related to investment gains........
Other operating costs and expenses..............

Total benefits and expenses.................

Income before income taxes, minority interes

INCOME taX EXPENSE......cvererereerereerererereenes

Income before minority interest and extraord
Minority interest:
Distributions on Company-obligated mandatorily r
securities of subsidiary trusts...............
Dividends on preferred stock of subsidiaries....

Income before extraordinary charge .........
Extraordinary charge on extinguishment of debt, net
Net income.......cocvvevveiiiiiieieee
Less amounts applicable to preferred stock:

Charge related to induced conversions...........
Preferred stock dividends.......................

Net income applicable to common stock.......

(continued on next page

The accompanying notes are an integr
consolidated financial state

RIES

RATIONS

.
............................................ $

1,
olicyhoider
ndexed annuity products................
INGS e sreenserne

1,

inary charge ........ccccovvvvveniinennns

edeemable preferred

al part of the
ments.

hree months ended
March 31,

1998 1997

859.4 $ 566.2
130.7 103.9

583.3 409.2
104.8 5.1
20.8 14.6

680.4 455.3
188.4 173.7
85.6 16.2
39.0 25.8
18.9 2.8
117.1 103.6
86.4 11.8

380.8 903.6
318.2 195.4
131.3 70.6
186.9 124.8
19.4 8.7

- 13



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF OPERATIO
(Dollars in millions, except per
(unaudited)

Earnings per common share:
Basic:
Weighted average shares outstanding...........
Net income before extraordinary charge........
Extraordinary charge............ccccoveuven.

Net inCOMe.......cccvvveiiiiiieciiieens

Diluted:
Weighted average shares outstanding...........
Net income before extraordinary charge........
Extraordinary charge............ccccoveuvene

Net inCome........cocvvveeviiiieniieeenns

The accompanying notes are an integr
consolidated financial state

RIES

NS, continued
share data)

al part of the
ments.

Three months ended
March 31,

41,000 177,670,000

$.89 $.57
.09 .02
$.80 $.55

30,000 203,620,000

$.81 $.51
.08 .02
$.73 $.49



CONSECO, INC. AND SUBSIDIA RIES

CONSOLIDATED STATEMENT OF SHAREHOL DERS' EQUITY
(Dollars in millions)
(unaudited)
Common stock  Accumu lated other
Preferred and additional  comp rehensive  Retained
Total stock paid-in capital inco me (loss)  earnings
Balance, December 31, 1997.......cccccveveeernne. ..$3,890.1 $115.8 $2,382.0 $1 82.0 $1,210.3

Comprehensive income, net of tax:
Netincome........cocvevverieiiicieee . 151.1 - 151.1
Change in unrealized appreciation of
securities (net of applicable income
tax benefit of $6.5).......cccceevverinenns . (12.1) - - ( 12.1) -

Total comprehensive income................ .. 139.0

Issuance of shares for stock options and for

agent and employee benefit plans.............. .. 935 - 93.5 - -
Tax benefit related to issuance of shares under
stock options plans...........ccccceevvenen. .. 36.8 - 36.8 - -
Cost of shares acquired......................... .. (233.8) - (115.3) - (118.5)
Dividends on preferred stock.................... . (2.0 - - - (2.0)
Dividends on common stock....................... .. (23.3) - - - (23.3)
Balance, March 31, 1998..........ccccceeevveinnnnns ..$3,900.3 $115.8 $2,397.0 $1 69.9 $1,217.6
Balance, December 31, 1996...........cccoveurneen. ..$3,085.3 $267.1 $2,029.6 $ 38.9 $ 749.7

Comprehensive income (loss), net of tax:
Netincome........ccoevviviiniecineenne. .. 1115 - - - 1115
Change in unrealized appreciation of
securities (net of applicable

income tax benefit of $89.2)................ .. (165.6) - - 1 65.6) -
Total comprehensive loss.................. .. (54.1)
Conversion of preferred stock into common shares . - (134.0) 134.0 - -
Issuance of shares in merger transactions....... .. 1157 - 115.7 - -
Issuance of shares for stock options and for
agent and employee benefit plans.............. .o 112 - 11.2 - -
Tax benefit related to issuance of shares under
stock option plans..........ccoccveeiieens . 5 - 5 - -
Conversion of convertible debentures into
€COMMON Shares.........ccoocveevvinieieneene . 1421 - 142.1 - -
Other (5.2) - (5.2) - -
Amounts applicable to preferred stock:
Charge related to induced conversion of
convertible preferred stock................. . (12.3) - - - (12.3)
Dividends on preferred stock.................. . (233 - - - (2.3)
Dividends on common stocK....................... .. (5.8) - - - (5.8)
Balance, March 31, 1997........cccccvvveirennnnne. .. $3,275.1  $133.1 $2,427.9 $(1 26.7) $ 840.8
The accompanying notes are an integr al part of the
consolidated financial state ments.



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF CAS

(Dollars in millions)
(unaudited)

Cash flows from operating activities:
Netincome.......ccoccvevvviniiiiiciiecne
Adjustments to reconcile net income to net cash

Amortization and depreciation.................
Income taxes...................
Insurance liabilities

Amounts added to annuity and financial product

Fees charged to insurance liabilities.........
Accrual and amortization of investment income.
Deferral of cost of policies produced.........
Minority interest..........ccoceveeeivveenns

Extraordinary charge on extinguishment of debt

Net investment gains.........ccccccveeeneee.

Net cash provided by operating activities...

Cash flows from investing activities:
Sales of investments...........ccccceeeeenneen.
Maturities and redemptions...
Purchases of investments........................

Purchase of mandatorily redeemable preferred sto

Acquisition of Capitol American Financial Corpor

Net cash provided (used) by investing activi

Cash flows from financing activities:

Issuance of Company-obligated mandatorily redeem

Issuance of shares related to stock options and
Issuance of commercial paper, net...............
Issuance of notes payable...........

Payments on notes payable

Payments to repurchase equity securities of Cons

Investment borrowings...........ccccoeveeenns
Deposits to insurance liabilities... .
Withdrawals from insurance liabilities..........

Charge related to induced conversion of converti

Distributions on Company-obligated mandatorily r

subsidiary trusts..........ccccoeevveernineen,
Dividends paid ..........ccoceeeviieeeninnens

Net cash provided (used) by financing activi

Net increase (decrease) in short-term invest

Short-term investments, beginning of period........

Short-term investments, end of period..............

The accompanying notes are an integr
consolidated financial state

RIES

H FLOWS

1998

......................................... $ 151.
provided by operating activities:

208.
100.
(128.

ck of subsidiary............... ......... -
ation, net of cash held at date

HBS. it (409
MENES...coiieiiiieee e (152
......................................... 990.
......................................... $ 837
al part of the

ments.

ee months ended

March 31,
1997
1 $ 1115
1 118.6
5 58.3
2) (7.4)
0 189.9
3) (103.7)
3 (4.2)
6) (109.6)
5 13.4
2 5.1
8) (5.1)
1) (46.8)
7 220.0
1 3,487.7
3 127.8
6) (3,592.0)
(27.6)
(522.1)
3) (27.6)
5 (553.8)
6 296.7
1 9.8
8 -
0 745.8
9) (548.7)
6) -
4) (65.1)
1 456.8
4) (504.9)
(12.3)
8) (6.3)
5) (8.7)
0) 363.1
8) 29.3
5 281.6
7 $ 310.9



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following notes should be read in conjunctidgthwhe notes to consolidated financial statemamsided in the 1997 Form 10-K of
Conseco, Inc. ("We", "Consecao" or the "Company").

BASIS OF PRESENTATION

The unaudited consolidated financial statementsaeéll adjustments, consisting only of normalureing items, which are necessary to
present fairly Conseco's financial position andiltssof operations on a basis consistent with éfiatur prior audited consolidated financial
statements. We have reclassified certain amoumits fhe prior periods to conform to the 1998 presstin.

In preparing financial statements in conformityhwitenerally accepted accounting principles ("GAAR® are required to make estimates
and assumptions that significantly affect varicesarted amounts. For example, we use significaimhates and assumptions in calculating
the cost of policies produced, the cost of poligieechased, goodwill, insurance liabilities, lidi#s related to litigation, guaranty fund
assessment accruals and deferred income taxas. fiitore experience differs materially from thestimates and assumptions, our financial
statements could be affected.

Consolidation issues. On May 30, 1997, we compl#tedacquisition (the "PFS Merger") of Pioneer FRiial Services, Inc. ("PFS") and PFS
became a wholly owned subsidiary of Conseco. OneBdper 30, 1997, we completed the acquisition'@wonial Penn Purchase") of
Colonial Penn Life Insurance Company and Providéhife Insurance Company and certain other agsetkectively referred to as "Colonial
Penn"). Colonial Penn became a wholly owned sudsidif Conseco. On December 5, 1997, we compléeaddquisition (the "WNIC
Merger") of Washington National Corporation ("WNIGind WNIC became a wholly owned subsidiary of @oos The accounts of PFS,
Colonial Penn and WNIC are consolidated effectiyeilAl, 1997, September 30, 1997 and December 97, I@spectively.

Our financial statements do not include the resfliwaterial transactions between us and our cateted affiliates, or among our
consolidated affiliates.

ADJUSTMENT TO ACTIVELY MANAGED FIXED MATURITY SECUR ITIES

We classify fixed maturity securities into thregegpories: "actively managed" (which are carriedsasimated fair value), "trading” (which are
carried at estimated fair value) and "held to migtutwhich are carried at amortized cost). We h&&8.7 million of trading securities at
March 31, 1998, which are included in other invesiesets. We did not classify any fixed maturityusigies in the held to maturity category
at March 31, 1998.

Adjustments to carry actively managed fixed mayusicurities at fair value have no effect on ouniegs. We record them, net of tax and
other adjustments, to shareholders' equity. THeuarhg table summarizes the effect of these adjaestson the related balance sheet acce
at March 31, 1998 and December 31, 1997:

March 31, 1998 Decembe r 31, 1997
Effect of E ffect of
fair value  Carrying fa ir value Carrying

Cos tbasis adjustments  value Cost basis ad justments  value

(Dollars in millions)
Actively managed fixed maturity

SECUMLIES. ..eeveeeeieeiieeiieeeiees $22 ,616.3  $352.6 $22,968.9 $22,289.3 $ 484.4  $22,773.7
Other balance sheet items:

Cost of policies purchased............... 2 ,508.7  (66.1) 2,442.6 2,639.0 ( 172.6) 2,466.4

Cost of policies produced................ 1 ,062.4  (39.9) 1,022.5 949.9 (34.7) 915.2

Other.....ccoiniriiienineeiee - (1.9) (1.9) - (4.4) (4.49)

Income tax assets........cccevveenneen. 128.1 (85.7) 42.4 181.1 (95.5) 85.6

Unrealized appreciation of fixed maturity
Securities, Net.......cccceeeeveeennenns $159.0 $ 177.2



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
EARNINGS PER SHARE

As of December 31, 1997, we adopted Statementnafrieial Accounting Standards No. 128, "EarningsSterre"("SFAS 128"). SFAS 128
provides new accounting and reporting standardsdanings per share. It replaces primary and fiillyted earnings per share with basic and
diluted earnings per share. Basic earnings peeshariudes dilution and is computed by dividingoime available to common shareholders
by the weighted average number of common sharasamaling for the period. Diluted earnings per shapeesents the potential dilution that
could occur if all dilutive convertible securitiesarrants and stock options were exercised andestet/ into common stock. The diluted
earnings per share calculation assumes that tleeg@ds received upon the conversion of all dilutipgons and warrants are used to
repurchase the Company's common shares at thegaveiaket price of such shares during the periadr Period earnings per share
amounts have been restated. We have also restasbdia and per-share amounts for the two-forsinek split distributed February 11,
1997.

A reconciliation of income and shares used to d¢atewasic and diluted earnings per share is &sAfsi

Three months e nded
March 31,
1998 1997
(Dollars in mill ions and
shares in thou sands)
Income:
Net income before extraordinary charge......... L $167.5 $114.8
Preferred stock dividends.........cccceeceeeee e 2.0 14.6
Income before extraordinary charge applicable to common ownership
for basic earnings per share................. e 165.5 100.2
Effect of dilutive securities:
Preferred stock dividends.........cccceeeeeee e 2.0 2.3
Income before extraordinary charge applicable to common ownership
and assumed conversions for diluted earnings per share.........cc.oceenee. $167.5 $102.5
Shares:
Weighted average shares outstanding for basic ea rnings per share................ 185,941 1 77,670
Effect of dilutive securities on weighted averag e shares:
................................. 11,464
........................ 2,078
........................ 7,447
................................. 4,961
Dilutive potential common shares.......... . 21,989 25,950
Weighted average shares outstanding for diluted earnings
L= ] = 207,930 2 03,620

COMPREHENSIVE INCOME

As of December 31, 1997, we adopted Statementnafrigial Accounting Standards No. 130, "Reportingn@rehensive Income" ("SFAS
130"). SFAS 130 establishes standards for repoairpresentation of comprehensive income anaitgponents in a full set of financial
statements. Comprehensive income includes all @simgshareholders' equity (except those arisimg fransactions with shareholders) and
includes net income and net unrealized gains (8)ss® securities. The new standard requires ordjtiadal disclosures in the consolidated
financial statements; it does not affect our finahposition or results of operations.

9



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The change in unrealized gains included in comprsiie income in the first quarter of 1997 was rféfs3 million (after an income tax
benefit of $2.2 million) of net investment lossasluded in net income.

BUSINESS SEGMENTS

As of January 1, 1998, we adopted Statement ofniahAccounting Standards No. 131, "Disclosuresualsegments of an Enterprise and
Related Information” ("SFAS 131"). Under SFAS 18ampanies are required to provide disclosures afjpertating segments on the same
basis used internally by a company for evaluatirggerformance of its operations and the allocaifats resources. The segment disclosure
under SFAS 131 is not significantly different frarar prior disclosures because our prior disclostefiected the same operating data and
results used by management in evaluating the pedioce of our business.

The following table summarizes financial data bgreent:

Three months e nded
March 31,
1998 1997
(Dollars in mi llions)
Total revenues:
Supplemental health..........ccccccccccces $ 5854 $ 466.1
ANNUILIES. ..o s 437.5 274.5
Life INSUrANCE....ooveiiiiiiciiiceeeeeeee e 370.5 226.5
Individual and group major medical.............. e 238.3 98.7
Other e e 67.3 33.2
$1,699.0 $1, 099.0
Income before income taxes, minority interest and e xtraordinary charge:
Supplemental health..........ccccoceeeeeecees $ 1387 $ 82.1
ANNUILIES ..o e 82.0 64.6
Life INSUrANCE.....coeiiiiiiiciiiiceeeeeeee e 101.0 54.3
Individual and group major medical............... e 19.3 10.2
Other. i 20.0 14.0
COMPOrate...cccev vt (42.8) (29.8)
$ 3182 $ 195.4

FINANCIAL INSTRUMENTS

We periodically use options and interest rate sviappedge interest rate risk associated with ouestments and borrowed capital. At March
31, 1998, we held agreements to create a hedgefthatively converts a portion of our fixed-rateribwed capital into floating-rate
instruments for the period during which the agresisiare outstanding. The difference between thedst rates is accrued as interest rates
change and recorded as an adjustment to interpshs&. During the first quarter of 1998, interegtemse was reduced by $.7 million as a
result of our interest rate swap agreements. Siteheist rate swap agreements have an aggregadaaiqirincipal amount of $1.0 billion,
mature in various years through 2008 and have arage remaining life of 7 years.

In 1996, we introduced equity-indexed annuity paiduwhich provide a guaranteed base rate of retita higher potential return linked to
the performance of a broad-based equity index. WeStandard & Poor's 500 Index Call Options (th&PS00 Call Options") in an effort to
hedge potential increases to policyholder benedisilting from increases in the S&P 500 Index tacllthe product's return is linked. We
include the cost of the S&P 500 Call Options in phieing of the equityindexed annuity products. We reflect changes invttiees of the S&
500 Call Options, which fluctuate in relation tcaciges in policyholder account balances for thegeities, in net investment income.
Premiums paid to purchase these instruments aeerddfand amortized over their term.

10



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

During the three months ended March 31, 1998,metstment income included $59.7 million relatedhanges in the value of the S&P 500
Call Options. Such investment income was substntiéfset by amounts added to policyholder accduaitinces for annuities and financial
products. The value of the S&P 500 Call Options $&k.8 million at March 31, 1998. We classify sutstruments as other invested assets.

If the counterparties of the aforementioned finahitistruments do not meet their obligations, Congeay have to recognize a loss. Conseco
limits its exposure to such a loss by diversifyamgong several counterparties believed to be stodgcreditworthy. At March 31, 1998, all
of the counterparties were rated "A" or higher tgr8ard & Poor's Corporation.

REINSURANCE

Cost of reinsurance ceded where the reinsuredypotintains mortality risks totaled $133.9 milliomda$92.3 million in the first quarters of
1998 and 1997, respectively. This cost was deddobed insurance premium revenue. Conseco is coetithg liable for claims reinsured if
the assuming company is unable to pay. Reinsunaooweries netted against insurance policy bentefitded $135.5 million and $70.8
million in the first quarters of 1998 and 1997 pestively.

The Company has ceded certain policy liabilitiedemassumption reinsurance agreements. Since @bm$eco's obligations under these
insurance contracts have been ceded to anotheratgmimsurance liabilities related to such policiege not reported in the balance sheet.
We believe the assuming companies are able to ldhoontractual commitments under the assumptdamsurance agreements, based on our
periodic reviews of financial statements, insurainckistry reports and reports filed with state hasize departments.

COMMERCIAL PAPER PROGRAM

We instituted a commercial paper program in Ap8i®Z to lower our borrowing costs and improve oguilility. Borrowings under our
commercial paper program averaged approximatel 86@illion during the first quarter of 1998. Theighted average interest rate on such
borrowings was 5.76 percent during the three mpetiod ended March 31, 1998. Conseco's commerafphas maturities ranging from 1
to 101 days. However, the Company has the abditgtinance such obligations through its bank ¢riediility.

CHANGES IN NOTES PAYABLE

Notes payable of the Company were as follc

March 31, D ecember 31,
Interest rate 1998 1997
(Dollars in millions)
Bank debt....cccccoovviiiiiiiiiee i e 5.99% (1) $ 695.0 $1,000.0
Leucadia NOteS.....ccoovvvviiiiiiiiiiieeeeeeeees s 6.19% (1) 400.0 400.0
Notes due 2003.......cccccevvvvveeeeiiieeeeeeeeee e 6.4% 250.0 -
Senior notes due 2003..........cooevvvvvccinnnees e, 8.125% 168.5 168.5
Senior notes due 2004.........ccovvvvvviccenneee e 10.5% 41.1 184.9
Subordinated notes due 2004........cccccceeeeeeeees s 11.25% 8.1 10.9
Convertible subordinated debentures due 2005....... e 6.5% 29.1 29.1
Convertible subordinated notes due 2003............ e 6.5% 86.0 86.1
(11 = Various 20.2 21.3
Total principal amount.........cccccceeveeeeee. s 1,698.0 1,900.8
Unamortized net (discount) premiuM.......cccc...... e (3.9) 5.9
TOtal oo s $1,694.1 $1,906.7
Commercial PaPer.....ccocvivieiiieeieeeeeeee e, 5.95% (1) $741.0 $448.2

(1) Current rate at March 31, 1998.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
First quarter 1998 changes in notes payable

On February 9, 1998, we completed the offering2%30 million of 6.4 percent Notes (the "Notes"gdtebruary 10, 2003. Proceeds frorr
offering of approximately $248.0 million (after gmal issue discount and other associated cost® uged to retire bank debt. Interest is paid
semi-annually on February 10 and August 10 of gaein. The Notes are redeemable in whole or ingidtte option of Conseco at any time,
at a redemption price equal to the sum of (a) tieatgr of: (i) 100 percent of the principal amowm (ii) the sum of the present values of the
remaining scheduled payments of principal and éstethereon from the redemption date to the mgtdete, computed by discounting such
payments, in each case, to the redemption datesemaannual basis at the Treasury rate (as defintg Notes) plus 25 basis points, plus
(b) accrued and unpaid interest on the principawarhthereof to the date of redemption. The Notesuasecured and rank pari passu with all
other unsecured and unsubordinated obligationsoot€co.

During the first quarter of 1998, we repurchase@®$gillion par value of the 11.25 percent subortédanotes due 2004 for $3.2 million. We
recognized an extraordinary charge of $.2 millinat(of a $.1 million tax benefit) as a result oflsuepurchases. In addition, assets with a
carrying value at March 31, 1998, of $9.6 millioer segregated for the purpose of defeasing thainémg $8.1 million par value of our
11.25 percent subordinated notes due 2004.

During the first quarter of 1998, we repurchasedi33& million par value of our 10.5 percent seniotess due 2004 for $176.7 million. We
recognized an extraordinary charge of $16.2 mil{ioet of an $8.7 million tax benefit) as a restlsach repurchases.

First quarter 1997 changes in notes payable

In the first quarter of 1997, we repurchased $maillion par value of the 11.25 percent senior sdbwated notes due 2004 for $87.7 million.
We recognized an extraordinary charge of $3.3 omil(inet of a $1.8 million tax benefit) as a resdilsuch repurchases.

During the first quarter of 1997, $61.0 million pealue of convertible subordinated debentures @5 2vere converted into 4.7 million
shares of Conseco common stock. Such convertililerderes were acquired in conjunction with the &ition (the "ATC Merger") of
American Travellers Corporation ("ATC") in Decemi®96. We paid $4.2 million to induce the holdersonvert such convertible
subordinated debentures. The charge recognizedessikh of the inducement payment was not significince such amount approximated
amounts reflected in the fair value of the debesxtuat the ATC Merger date.

CHANGES IN PREFERRED STOCK

During the first quarter of 1997, 2,192,000 sharfeBreferred Redeemable Increased Dividend EquituBties Convertible Preferred Stock
("PRIDES") were converted by holders of such shar&s7.5 million shares of common stock. We p&al@.8 million to induce the holders to
convert the PRIDES. Such payment is reflected éncttinsolidated financial statements as a dividend fo such holders.

CHANGES IN COMMON STOCK

Changes in the number of shares of common stodtamding for the first three months of 1998 and71@®@re as follows (shares in
thousands):

T hree months ended
March 31,
1 998 1997
Balance, beginning of period....................... 6,666 167,128
Stock options exercised.............c.ccoeuneen. 4,583 891
Shares issued in conjunction with merger........ - 2,882
Common shares converted from convertible subordi 4,728
Common shares converted from PRIDES............. 7,497
Common stock acquired under option exercise and repurchase programs.................... ( 5,114)
Shares issued under employee benefit and compens ation plans.........ccoveveevineennns 656 119
Balance, end of Period.......ccccvevveevnccccces e 18 6,791 183,245
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In the first quarter of 1998, Conseco's chief exigewfficer and three of its executive vice presits exercised outstanding options to
purchase approximately 2.4 million shares of Coasmmmmon stock under Conseco's option exercisa@mglhe options exercised would
otherwise have remained exercisable until 2004.dpt®n exercise program was created in 1994 ieroim accelerate the recording of tax
benefits we derive from the exercise of the optiand to better manage our capital structure. Nb vas exchanged as the executives paid
for the exercise price of the options and a portibthe federal and state taxes thereon by tengl@raviously owned shares. The Company
withheld shares to cover a portion of the fedenal state taxes owed by the executives as a rddihlé @xercise transactions. The program
resulted in the following changes to common stawk additional paid-in capital: (i) an increase ddiax benefit of $26.6 million (net of
payroll taxes incurred of $1.1 million); (ii) andrease for the exercise price of $35.2 million; and

(iii) a decrease of $72.4 million related to shaxgéthheld or tendered by the executives for ther@ge price and for federal and state taxes.
Net of shares withheld or tendered, we issued apately .9 million shares of common stock to tike@utives under the program. As
inducement to encourage the exercise of options fwitheir expiration date, we granted to the etige officers new options to purchase a
total of 1.5 million shares at a price of $48.18#5 share (equal to the market price per sharbe@grant date) to replace the shares
surrendered for taxes and the exercise price.

During the first quarter of 1998, we repurchasddrillion Conseco common shares under our shargehpse programs for $161.2 million.
In conjunction with our announcement of the agren® merge with Green Tree Financial Corporatitiréen Tree"), we announced the
termination of our current share repurchase progoarapurchase 5 million Conseco common shares400%hares of Conseco common
stock were repurchased under such program priiés termination).

We allocated the $233.8 million cost of the shavegepurchased in connection with the stock optixercise program and share repurchase
program to shareholders' equity accounts as foll¢yv$115.3 million to common stock and additiopaid-in capital (such allocation was
based on the value we received for shares issuedrirecent acquisitions); and (ii) $118.5 millimnretained earnings.

CHANGES IN MINORITY INTEREST

Minority interest represents the interest of ineesibther than Conseco in its subsidiaries. Miganterest at March 31, 1998, included: (i)
Company-obligated mandatorily redeemable prefesesdirities of subsidiary trusts with a carryingueabf $1,388.1 million; and (i) $.7
million interest in the common stock of a subsidiar

Company-obligated mandatorily redeemable prefesesdirities of subsidiary trusts at March 31, 198&e as follows:

Estimated
Amount Carrying fair
outstanding value value
(Dollars in millio ns)
9.16% Trust Originated Preferred Securities ("TOPrS $ 275.0 $ 2750 $ 286.7
8.70% Capital Trust Pass-through Securities ("TruPS 325.0 325.0 363.1
8.796% Capital Securities.. 300.0 300.0 338.7
FELINE PRIDES......ccccooviiiiiiriieseeeene 503.7 488.1 607.6
$1,403.7 $1,388.1 $ 1,596.1

In January 1998, an additional 74,900 FELINE PRID¥Se issued for a total of $3.6 million to coviee bver-allotments associated with our
original offering of such securities in Decembe®19

DIRECTOR, EXECUTIVE AND SENIOR OFFICER STOCK PURCHA SE PLAN

The Director, Executive and Senior Officer StockdPase Plan is designed to encourage direct, lemg-downership of Conseco common
stock by Board members, executive officers ancagegenior officers. Under the program, 8 millidrases of Conseco common stock have
been purchased in 1997 and 1996 in open markedactions with independent parties. Purchases weanded by personal loans to the
participants from a bank. Such loans are collaiardlby the Conseco common stock purchased. Coitsescguaranteed the loans, but has
recourse to the participants if we incur a lossaurile guarantee. In addition, we provide loans
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to the participants for interest payments undemb#ek loans. A total of 39 directors and officef€onseco participated in the plan. At March
31, 1998, the bank loans guaranteed by us tot&éd.8 million, and the loans provided by us foenast totaled $11.5 million. The common
stock that collateralizes the loans had a fair@afi$428.1 million.

CONSOLIDATED STATEMENT OF CASH FLOWS

The following non-cash items were not reflectethi@ consolidated statement of cash flows in 1998h¢ acquisition of Conseco common
stock of $34.2 million pursuant to the tender cdrgls under the option exercise program; (ii) teeasce of Conseco common stock under
stock option and employee benefit plans of $36Manj and (iii) the tax benefit of $36.8 milliorelated to the issuance of Conseco common
stock under employee benefit plans. The following-cash items were not reflected in the consoltlatatement of cash flows in 1997: (i)
the issuance of Conseco common stock valued at $hillion in the CAF Merger; (ii) the issuance%#.4 million of Conseco common
stock to employee benefit plans; (iii) the tax Héraf $.5 million related to the issuance of Coos&ommon stock under employee benefit
plans; (iv) the conversion of $134.0 million of BHS into 2.2 million shares of Conseco common stacok (v) the conversion of $61.0
million par value of convertible debentures int@ #illion shares of Conseco common stock.

RECENTLY ISSUED ACCOUNTING STANDARDS

Statement of Financial Accounting Standards No, 126counting for Transfers and Servicing of Fineh@ssets and Extinguishment of
Liabilities" ("SFAS 125") was issued in June 1996l arovides accounting and reporting standardsrémsfers of financial assets and
extinguishments of liabilities. We adopted all peions of SFAS 125 as of January 1, 1998. The @olopf SFAS 125 did not have any eff
on our financial position or results of operations.

Statement of Financial Accounting Standards No, 1B&hployers' Disclosures about Pensions and (Rbstretirement Benefits" ("SFAS
132") was issued in February 1998 and revises eudisclosure requirements for employers' pensambother retiree benefits. SFAS 132
will have no effect on our financial position ostdts of operations. SFAS 132 is effective for December 31, 1998 financial statements.

Statement of Position 97-3, "Accounting by Insueaad Other Enterprises for Insurance-Related Assasts” ("SOP 97-3") was issued by
the American Institute of Certified Public Accountsiin December 1997 and provides guidance forraéténg when an insurance company
or other enterprise should recognize a liabilitydgaaranty-fund assessments and guidance for megghe liability. The statement is
effective for 1999 financial statements with eatioption permitted. The adoption of this statenienbt expected to have a material effec
our financial position or results of operations.

YEAR 2000 CONVERSION COSTS

We have initiated a corporate-wide program desigoezhsure that all of our computer systems wiliction properly in the year 2000. For
some of our operations, the most effective solutilhbe to ensure timely completion of the prevdbuplanned conversions of their older
systems to more modern, year 2000 - compliant systesed in other areas of the Company. In some casemost effective solution will be
to purchase new, more modern systems; these cokbewapitalized as assets and amortized ovér éxpected useful lives. In other cases,
we will modify existing systems, thereby incurriogsts that will be charged to operating expensthdrfirst quarter of 1998, we incurred
$5.5 million in costs related to year 2000 projedte expect to spend approximately an addition@l®illion on these projects over the next
two years. We began to incur expenses relatedd@thgram several years ago. We expect our yez @tbgram to be completed on a
timely basis.

SUBSEQUENT EVENTS

On April 6, 1998, Conseco and Green Tree entertedain Agreement and Plan of Merger (the "Mergereggrent”) pursuant to which Green
Tree would become a wholly owned subsidiary of @ongthe"Green Tree Merger"). Under the Merger Agrent, each share of Green Tree
common stock would be converted into .9165 of aesb&Conseco common stock. Based on Consecoisglpgce on April 6, 1998, the

total merger consideration, including shares issaedutstanding stock options, would be approxaha$7.6 billion. Green Tree stockhold
will own approximately 38 percent of the combinednpany.
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We plan to account for the Green Tree Merger asoding of interests. The Green Tree Merger is etqubto be completed late in the second
quarter or in the third quarter of 1998, subjecapproval by shareholders of both Conseco and Gresa regulatory approvals; and other
conditions of closing. After the Green Tree Merdhke, combined companies are expected to haveassets of approximately $40.7 billion
and total shareholders' equity of approximatelp$sllion.

Green Tree is a diversified financial services campwith nationwide operations serving customeihénconsumer and commercial finance
markets. Green Tree has 6,000 employees at 200aspnmpcations that work with over 20,000 independetail dealers across the countr
well as directly with consumers and businesses.

On April 1, 1998, we announced a fixed spread tenffer for our 8.125% Senior Notes due 2003 (#8425% Senior Notes"). The purchase
price paid for each 8.125% Senior Note tenderedthagprice per $1,000 principal amount equal tpraad of 42 basis points over the yield
to maturity of the 5.5 percent U.S. Treasury Nate Bebruary 28, 2003, at the time the holder testtliés 8.125% Senior Note plus accrued
and unpaid interest, up to but excluding the sattiet date. The tender offer expired on April 2198.9As a result of the tender offer, we
repurchased $104.7 million principal of the 8.12S&mior Notes for $113.8 million. Such repurchaseseviunded with available cash, bank
credit facilities and the issuance of commercigdggaWe will recognize an extraordinary charge @B3million (net of income taxes of $3.7
million) related to such repurchases in the seapratter of 1998.
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CONSECO, INC. AND SUBSIDIARIES
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.

The following discussion highlights material fagt@ffecting our results of operations and signiftazhanges in our balance sheet. Many of
the changes in 1998 and 1997 affecting our restilbperations were caused by the PFS Merger, then@d Penn Purchase, the WNIC
Merger and various financings described in the sitghe consolidated financial statements incluteréin and the notes to the consolidated
financial statements included in our 1997 Form 10FKese transactions also caused significant clsaingaur balance sheet during these
periods. This discussion should be read in conjonatith the consolidated financial statements aotés included herein and in our 1997
Form 10-K.

RESULTS OF OPERATIONS

We conduct and manage our business through fiveesets, reflecting our major lines of insurance bess and target markets: (i)
supplemental health insurance; (ii) annuities) [jiie insurance; (iv) individual and group majoedical insurance; and (v) other.

Consolidated Results and Analysis

The following table and narrative summarize thesofidated results of our operations:

T hree months ended
March 31,
1998 1997
( Dollars in millions,
ex cept per share data)
Operating arniNgS.....cccvcvvvviveeiiieeniiies s $ 167.5 $119.1
Net investment losses, net of related costs, amorti zation
AN TAXES. .o viiiiiiie e - (4.3)
Income before extraordinary charge........... 167.5 114.8
Extraordinary Charge.......ccocccvevvveeeniccces e 16.4 3.3
NELINCOME..cciiiiiiiiieciieecieeeeeee e 151.1 111.5

Less amounts applicable to preferred stock:

Charge related to induced CONVEISIONS........... . e - 12.3
Preferred Stock diVidends.........cccccceeees 2.0 2.3
Net income applicable to cOmmMON StOCK....... e $ 149.1 $96.9

Per diluted common share:

Weighted average shares outstanding (in millions ) e 207.9 203.6

Operating  arniNgS....cccuvvveivvnvcverienices e $.81 $ .59

Net investment losses, net of related costs, amo rtization

ANA LAXES..ooiiiiiiciii e - (.02)

Charge related to induced conversion of preferre d SOCK. .. iiiveeiiie e, - (.06)
Income before extraordinary charge........... e .81 .51

Extraordinary Charge......cccccvcevvcceecees e 08 .02
NELINCOME..ciiiiiiiiicicciieiees e $.73 $ .49
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Our first quarter 1998 operating earnings were $.&illion, or 81 cents per diluted share, up 4dcprt and 37 percent, respectively, over
the first quarter of 1997. Operating earnings iase&l as a result of the PFS Merger (April 1, 1988 Colonial Penn Purchase (September
30, 1997); the WNIC Merger (December 1, 1997); emahges in the business in force. The percentagedse in operating earnings was
greater than the percentage increase in operagimings per diluted share primarily because oPthiepercent increase in weighted average
diluted common shares outstanding in the first tguaof 1998 compared with the first quarter of 198/e increase in weighted average
diluted shares resulted principally from shareséssin the PFS Merger, partially offset by the repases of Conseco common stock.

Net income of $151.1 million in the first quartdrl®98, or 73 cents per diluted share, includedxraordinary charge of $16.4 million, o
cents per share, related to the early retiremedebf. Net income of $111.5 million for the firstarter of 1997, or 49 cents per diluted share,
included: (i) net investment losses (net of relatests, amortization and taxes) of $4.3 million2arents per share; (ii) an extraordinary
charge of $3.3 million, or 2 cents per share, egldb early retirement of debt; and (iii) a chaofé cents per share related to the induced
conversion of preferred stock (treated as a predestock dividend).

Total revenues include net investment gains of $.64llion and $5.1 million in the first quarter§ 1998 and 1997, respectively. Excluding
net investment gains, total revenues were $1,59l@n in the first quarter of 1998, up 46 percémm $1,093.9 million in the first quarter
of 1997. Total revenues in the 1998 period inclteleenues of PFS, Colonial Penn and WNIC (such corepavere acquired in periods
subsequent to the first quarter of 1997).
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First Quarter of 1998 Compared with the First Quarter of 1997:

The following tables and narratives summarize #sailits of our operations by business segment.

T hree months ended
March 31,
1998 1997
( Dollars in millions)
Income before income taxes, minority interest and extraordinary charge:
Supplemental health:
Operating iNCOME ....cccevvieiiecieeciee e $ 117.7 $84.3
Net investment gains (losses), net of related COSES...vveeiiiiieeiree et 21.0 (2.2)
Income before income taxes, minority interes t and extraordinary charge................. 138.7 82.1
Annuities:
0Operating iNCOME ....oovvvviieiiiieeiiees e 89.7 65.4
Net investment losses, net of related costs an d amortization .........cccceeveeireennnen. (7.7) (.8)
Income before income taxes, minority interes t and extraordinary charge................. 82.0 64.6
Life insurance:
Operating iNCOME.......ccovvieaiiieaeiices e 99.7 57.7
Net investment gains (losses), net of related costs and amortization... 1.3 (3.4)
Income before income taxes, minority interes t and extraordinary charge................. 101.0 54.3
Individual and group major medical:
Operating inCOMe..........ccceeevvreeenneen. 19.1 10.2
Net investment gains, net of related costs.... 2 -
Income before income taxes, minority interes t and extraordinary charge................. 19.3 10.2
Other:
Operating iNCOME.......ccvvviiiiiiieniies e 16.4 14.3
Net investment gains (losses), net of related COSES.uvvieiiiiieeiiieeseiireesiieee e 3.6 (.3)
Income before income taxes, minority interes 20.0 14.0
Interest and other Corporate EXPENSES........... e (42.8) (29.8)
Consolidated earnings:
Operating iNCOME.......covvvieiiiieniiis e 299.8 202.1
Net investment gains (losses), net of related costs and amortization .................... 18.4 (6.7)
Income before income taxes, minority interes t and extraordinary charge................. 318.2 195.4
INCOME tAX EXPENSE..ccoiiiiiiiiiiieeeeiiieees e 131.3 70.6
Income before minority interest and extraord inary charge........cccccovvvvevineennns 186.9 124.8
Minority interest in consolidated subsidiaries:
Distributions on Company-obligated mandatorily r edeemable preferred securities
of subsidiary trusts............ccceeeeeenn. . 19.4 8.7
Dividends on preferred stock of subsidiaries.... - 1.3
Income before extraordinary charge.......... 167.5 114.8
Extraordinary charge on extinguishment of debt, net of taxes and minority interest............ 16.4 3.3
NELINCOME. .o e $ 151.1 $111.5
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Supplemental health:

T hree months ended
March 31,
1998 1997
( Dollars in millions)
Premiums collected:
Medicare supplement (firSt-yEar).....c.ccceeee s $ 27.6 $20.2
Medicare supplement (reNeWal).......cccceceees 1 96.2 147.2
Subtotal - Medicare SuUpplEMENt.............. . 2 23.8 167.4
Long-term care (fIrSt-yY ar)...cccccvcceeececes e 31.8 35.0
Long-term care (FeNEWaAl)......cccccevvvcccnes 1 46.3 119.1
Subtotal - [ONG-terM Care.....ccccccveeeeee e 1 78.1 154.1
Specified disease (firSt-yY ar).....ccccceccees e 10.9 11.6
Specified disease (reNeWal)......cccccceveees e 89.7 87.3
Subtotal - specified diSEASE.......ccccceee. 1 00.6 98.9
Total supplemental health premiums collected $5 02.5 $420.4
Insurance Policy INCOME.....ccovvvieiciieiicccs e $4 92.5 $411.4
Net investment income............ccccccevevvennen. 71.9 56.9
TOtal FEVENUES (B).ccvveeeiiiieaiiieenees e 5 64.4 468.3
Insurance policy BENEfitS.....ccccveevivcevecees e 3 134 265.9
Amortization related t0 OPerationS.........cccceee 57.8 48.4
Interest expense on iNvestment BOITOWINGS.......... . e 2.9 A4
Other operating CoSts and EXPENSES.....ccccccveees e 72.6 69.3
Total benefits and eXPENSES......cccccceeee 4 46.7 384.0
Operating income before income taxes, minori ty interest and
extraordinary Charge......ccccocvceeeee e 1 17.7 84.3
Net investment gains (losses), net of related costs 21.0 (2.2)
Income before income taxes, minority interes t and extraordinary charge.................. $1 38.7 $82.1
Benefit ratios:
Medicare supplement ProdUCES.......cccccveecees s 69.8% 69.7%
Long-term Care ProduUCES......ccccvvvceennccces 60.9 63.6
Specified diSEase ProdUCES......ccccveccices e 54.9 58.5

(a) Revenues exclude net investment gains (losses)

General: This segment includes Medicare supplen@mg;term care and specified disease insuranagupts distributed primarily through a
career agency force and professional independedupers. The segment's 1998 results of operatiensignificantly affected by recent
acquisitions (PFS, effective April 1, 1997; and @l Penn, effective September 30, 1997). Theitatufity of this segment largely depends
on the overall level of sales, persistency of ircéobusiness, claim experience and expense manageme

Premiums collected by this segment in the firstrigaof 1998 were $502.5 million, up 20 percentrdl@97. The increase is primarily due to
the recent acquisitions.
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Medicare supplement policies accounted for 45 perokthis segment's collected premiums in the fitsarter of 1998 compared with 40
percent in 1997. The change in mix of premiumsentdld reflects a greater concentration in this pecody the recently acquired companies.
Collected premiums on Medicare supplement politieseased 34 percent in the first quarter of 199%223.8 million. Such increases
primarily reflect the recent acquisitions and @éarbase of premiums due to rate increases. The shMedicare supplement policies have
been affected by: (i) steps taken to improve pabflity by increasing premium rates and changirggdbmmission structure and underwriting
criteria for these policies; (ii) increased competi from alternative providers, including HMOs;dafiii) reduced production in Massachus:
as a result of steps announced in the third quaft&®97.

Premiums collected on long-term care policies iaseel 16 percent, to $178.1 million, in the firsaqer of 1998. The increase in long-term
care premiums collected in 1998 reflects the rdgexttguired companies and increased premium calesfrom previously owned
companies.

Premiums collected on specified disease policieeased 1.7 percent, to $100.6 million in the finsarter of 1998.

Insurance policy income comprises premiums earmneiti® segment's policies and has increased comntsigith the explanations provided
above for premiums collected.

Net investment income increased 26 percent, tad$million, in the first quarter of 1998. Such intreent income fluctuates when chan

occur in: (i) the amount of average invested asagiporting insurance liabilities and capital aditaxl to the segment; and (ii) the yield earned
on invested assets. During the first quarter 08189 segment's average invested assets increa$8d billion from approximately $3.0
billion in 1997, primarily as a result of the retacquisitions. The annualized net yield on invéstesets was 7.6 percent in the first quart
1998 and 7.5 percent in the first quarter of 1997.

Insurance policy benefits increased in the firsregr of 1998 primarily as a result of the amourtusiness in force on which benefits are
incurred. The Medicare supplement loss ratio (¢t rof policy benefits to insurance policy incofoe Medicare supplement policies) was
69.8 percent and 69.7 percent in the first quadei®98 and 1997, respectively.

In the first quarter of 1998, the long-term cargsloatio (the ratio of policy benefits to insurapodicy income for long-term care policies) fell
by 2.7 percentage points, to 60.9 percent. Thisedse reflects our withdrawal of unprofitable hdmealthcare products in certain South
Florida markets as well as fluctuations in clainpesence and reserve developments.

In the first quarter of 1998, the ratio of policgrizfits to insurance policy income for specifitidease policies fell by 3.6 percentage point
54.9 percent. This decrease reflects fluctuatinrddim experience.

Amortization related to operations includes amatton of: (i) the cost of policies produced; (lietcost of policies purchased; and (iii)
goodwill related to this segment's business. Thewsrhof amortization increased primarily becausthefincrease in balances subject to
amortization as a result of recent acquisitions.

The cost of policies produced represents the dqatoalucing new business. This cost varies witld, igrprimarily related to, the production
new business. Costs deferred may represent ampaidtén the period new business is written (suchragerwriting costs and first year
commissions) or in periods after the business igemr(such as commissions paid in subsequent yeapscess of ultimate commissions
paid).

Interest expense on investment borrowings was teffidey changes in investment borrowing activitiesrdy the period and the changes in
interest rates paid on such borrowings.

Other operating costs and expenses increased kP8t period from the increased business of thenthcacquired companies.
Net investment gains (losses), net of related aufsts fluctuate from period to peric
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Annuities:

Premiums collected:
Traditional fixed (first-year)..................
Traditional fixed (renewal).....................

Subtotal - traditional fixed................

Market value-adjusted (first-year)..............
Market value-adjusted (renewal).................

Subtotal - market value-adjusted............

Equity-indexed (first-year)...........ccc.......
Equity-indexed (renewal)..............c.cc.....

Subtotal - equity-indexed...................

Variable annuities (first-year)
Variable annuities (renewal)....................

Subtotal - variable annuities...............

Total annuity premiums collected............

Insurance policy income............cccccveevien.n.

Net investment income:
General account invested assets.................
Equity-indexed products based on S&P 500 Index..
Separate account assets.........cc.ceeveeuenne.

Total revenues (a).....cccceeveeeeiveeennns

Insurance policy benefits............cccevenneee.

Amounts added to policyholder account balances:
Annuity products other than those listed below..
Equity-indexed products based on S&P 500 Index..
Variable annuity products............c.ccccu...

Amortization related to operations.................
Interest expense on investment borrowings..........
Other operating costs and expenses.................

Total benefits and expenses (a).............
Operating income before income taxes, minori
extraordinary charge............cc.cc.....

Net investment losses, net of related costs and amo

Income before income taxes, minority interes
extraordinary charge............cccc.....

Weighted average gross interest spread on annuity p
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hree months ended

March 31,
1998 1997

Dollars in millions)

194.9
15.8

3.1%

$212.4
21.2

2.9%
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(a) Revenues exclude net investment losses; ben efits and expenses exclude
amortization related to net investment losses.

(b) Excludes variable annuity products where the credited amount is based on
investment income from segregated investments.

General: This segment includes single-premium dedeainnuities ("SPDAs"), flexible-premium deferaathuities ("FPDAs"), single-
premium immediate annuities ("SPIAs"), market vaduusted annuities, equity-indexed annuities aariable annuities sold through both
career agents and professional independent pragluidee profitability of this segment largely depemah the investment spread earned (i.e.,
the excess of investment earnings over interesitecton annuity deposits), the persistency obircé business, and expense management.

Premiums collected by this segment in the firstrgwaof 1998 were $468.6 million, up 24 percentrabe first quarter of 1997.

Traditional fixed rate annuity products include SRDFPDAs and SPIAs, which are credited with a goteed rate. SPDA and FPDA

policies (which make up 76 percent and 80 percetraditional fixed rate annuity premiums colleciedhe first quarter of 1998 and 1997,
respectively) typically have an interest rate thajuaranteed for the first policy year, after viiee have the discretionary ability to change
the crediting rate to any rate not below a guaeghtainimum rate. The interest rate credited on SR$Aased on market conditions existing
when a policy is issued and remains unchangedtbedife of the SPIA. The demand for traditionaiefil rate annuity contracts has decreased
in recent years, as relatively low interest rat@gehmade other investment products more attraciimeuity premiums on these products
decreased 9.8 percent in the first quarter of 1898210.7 million.

We offer deferred annuity products with a "markaiue adjustment"” feature designed to provide amlthli protection from early terminations
during a period of rising interest rates by redgdime surrender value payable upon a full surreafithre policy in excess of the allowable
penaltyfree withdrawal amount. Conversely, during a penbdeclining interest rates, the market value stiifient feature would increase
surrender value payable to the policyholder. Annpiemiums collected with this feature represe@tfrcent and 14 percent of total annuity
premiums collected during the first quarters of@8@8d 1997, respectively.

In response to consumers' desire for alternativesitment products with returns linked to equities,introduced an equity- indexed annuity
product in 1996. The accumulation value of theswauidies is credited with interest at an annual mimin guaranteed rate of 3 percent, but the
annuities provide for higher returns based on ageage of the change in the S&P 500 Index durandp gear of their term. We purchase
S&P 500 Call Options in an effort to hedge potdntiareases to policyholder benefits resulting frimereases in the S&P 500 Index to which
the product's return is linked. Total collectedrpiems for this product were $157.3 million in thst quarter of 1998 compared with $60.9
million in the first quarter of 1997.

Variable annuities offer contract holders a rateetdirn based on the specific investment portfaliws which premiums may be directed. The
popularity of such annuities has increased recexstly result of the desire of investors to investoimmon stocks. In addition, in 1996, we
began to offer more investment options for variabiauity deposits, and we expanded our marketifogtef which resulted in increased
collected premiums. Profits on variable annuitiesderived from the fees charged to contract heldather than from the investment spread.
Variable annuity collected premiums increased 1€&ent in the first quarter of 1998, to $59.4 roilli

Insurance policy income includes: (i) premiums rega& on SPIA policies that incorporate significambrtality features; (ii) cost of insurance
and expenses charged to annuity policies; ands(iiilender charges earned on annuity policy withidis In accordance with GAAP,
premiums on annuity contracts without mortalitytéeras are not reported as revenues; but ratheeposted as deposits to insurance
liabilities. Insurance policy income increased paiity because of increased surrender charges tallend an increase in premiums received
on policies with mortality features (changes in ¢ast of insurance and expenses charged to anpalitjes were not significant). Surrender
charges were $17.3 million in the first quarted 808 and $13.0 million in the first quarter of 199nnuity policy withdrawals were $508.5
million in the first quarter of 1998 and $381.6 lioih in the first quarter of 1997. The increasgaiicy withdrawals and surrender charges
generally corresponds to the aging and the grofvtuoannuity business in force. In addition, pghiolders are using the systematic
withdrawal features available in several of ourudtynpolicies, and policyholders are surrenderimgider to invest in alternative investme:

Net investment income on general account investedta (excluding income on separate account assatisd to variable annuities a
excluding the income and change in the fair valu8&P 500 Call Options related to equity-indexeddarcts) increased 16 percent, to $270.1
million, in the first quarter of 1998. This increagrimarily reflects the increase in general actdwested assets acquired in conjunction with
the recent acquisitions. The segment's averagstedassets increased 15 percent, to
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approximately $13.9 billion, in the first quartdri®98 compared to 1997 and the annualized yieldegbon average invested assets was
approximately 7.8 percent in the first quarterd @98 and 1997.

Net investment income from the change in fair vaii8&P 500 Call Options is substantially offsetdgorresponding charge to amot
added to policyholder account balances for equitieked products. Such income and related chargeiéite based on the performance of the
S&P 500 Index to which the returns on such prodantdinked.

Net investment income on separate account asseffsét by a corresponding charge to amounts atllpdlicyholder account balances
variable annuity products. Such income and relatedge fluctuate in relationship to total sepasai®ount assets and the return earned on
such assets.

Insurance policy benefits relate solely to annpitlicies that incorporate significant mortality feges. The increase corresponds to the
increase in the in-force block of such policies.

Amounts added to policyholder account balancegterest expense on annuity products increasededcent, to $141.0 million, in the first
quarter of 1998 primarily due to a larger blockaahuity business in force in the first quarter 898, partially offset by a reduction in
crediting rates. The weighted average creditingsrébr these annuity liabilities decreased .2 peege points to 4.7 percent in the first que
of 1998.

Amortization related to operations includes amatton of: (i) the cost of policies produced; (lietcost of policies purchased; and (iii)
goodwill related to this segment's business. Thewarhof amortization decreased primarily becaush®fithanges in the balances of the cost
of policies purchased and cost of policies produad result of net investment gains recognizeohgdur998 and 1997, partially offset by the
increase in balances subject to amortization asatrof recent acquisitions.

Interest expense on investment borrowings is aftebly changes in investment borrowing activitied e changes in interest rates paid on
such borrowings.

Other operating costs and expenses increased firghquarter of 1998 from the increased busirasgecently acquired companies.

Net investment losses, net of related costs andtaation often fluctuate from period to period B securities at a gain and reinvesting
proceeds at lower yields may, absent other managtemeéon, tend to decrease future investment gialde believe, however, that the
following factors mitigate the adverse effect o€lswlecreases on net income: (i) we recognizediadditamortization of cost of policies
purchased and cost of policies produced in ordegftect reduced future yields (thereby reducinghsamortization in future periods); (ii) we
can reduce interest rates credited to some praodheteby diminishing the effect of the yield dexse on the investment spread; and (iii) the
investment portfolio grows as a result of reinvegtihe investment gains. As a result of the sdléigxed maturity investments, the
amortization of the cost of policies purchased tedcost of policies produced increased $61.2 oniland $7.4 million in the first quarters of
1998 and 1997, respectively.
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Life insurance:

Premiums collected:
Universal life (first-year)............cccc.....
Universal life (renewal)...........ccccevevnnes

Subtotal - universal life...................

Traditional life (first-year)...................
Traditional life (renewal)............c.cccue.

Subtotal - traditional life.................

Total life premiums collected...............

Insurance policy income:
Premiums earned on traditional life products....
Mortality charges and administrative fees.......
Surrender charges.........ccoccvvevveeeennns

Total insurance policy income...............

Net investment income..........ccccoeevveerenen.

Total revenues (a).....ccceeeveeeevveennns

Insurance policy benefits.............ccceeennen.

Interest added to financial product policyholder ac
Amortization related to operations.................
Interest expense on investment borrowings..........
Other operating costs and expenses.................

Total benefits and expenses (a).............
Operating income before income taxes, minori
extraordinary charge............cc.cc.....
Net investment gains (losses), net of related costs

Income before income taxes, minority interes
extraordinary charge............ccc......

(a) Revenues exclude net investment gains (los
exclude amortization related to net investment

CONSECO, INC. AND SUBSIDIARIES

T
(

............................................ $
............................................ $
............................................ $
count balances...........cccceevvieennns
ty interest and

and amortization...........ccceeeveeenns
tand

............................................ $

ses); benefits and expenses
gains (losses).

hree months ended
March 31,

1998 1997

Dollars in millions)

26.1  $ 247
116.4 87.9

15.8 3.8
81.4 35.3
97.2 39.1

92.1 $37.8
104.7 86.1
5.5 4.2

148.0 86.1
47.4 37.0
20.5 23.7
5.2 4
23.2 20.3

General: This segment includes traditional life ané/ersal life products sold through career aggntsfessional independent producers and
direct response distribution channels. The segmepegrations were significantly affected by the RESger effective April 1, 1997, the
Colonial Penn Purchase effective September 30,,188¥the WNIC Merger effective December 1, 1997 Profitability of this segment
largely depends on the investment spread earnediffeersal life), the persistency of in-force mess, claim experience and expense

management.
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Premiums collected by this segment in the firstrigwaof 1998 were $239.7 million, up 58 percentrdl@97. Such increase relates primarily
to premiums collected by recently acquired compaimeperiods after their acquisition.

Universal life product collected premiums increag&dercent, to $142.5 million, in the first quaré 1998. Traditional life product collect
premiums increased 149 percent, to $97.2 millioihe first quarter of 1998.

Insurance policy income includes: (i) premiums iee@ on traditional life products; (ii) the mortglicharges and administrative fees earned
on universal life insurance; and (iii) surrendearges on terminated universal life insurance pedicAll three categories have increased
primarily as a result of recent acquisitions. le@dance with GAAP, premiums on universal life prot$ are accounted for as deposits to
insurance liabilities. Revenues are earned over iimthe form of investment income on policyholdecount balances, surrender charges and
mortality and other charges deducted from the phbtders' account balances.

Net investment income increased 45 percent, to $1dillion, in the first quarter of 1998. Investmiémcome fluctuates with changes in:

the amount of average invested assets supportiugance liabilities and capital allocated to thgnsent; and (ii) the yield earned on invested
assets. The segment's average invested assetssied43 percent, to approximately $7.1 billiorthia first quarter of 1998; and the net yield
on invested assets increased by .1 percentage B0 percent. Invested assets increased phnaria result of the recent acquisitions.

Insurance policy benefits increased in 1997, réflgahe larger amount of business in force on Whienefits are incurred as a result of the
recent acquisitions and adverse death claim experiduring the first quarter of 1998.

Interest added to financial product policyholdec@mt balances increased 28 percent, to $47.4omijlin the first quarter of 1998. Such
expense fluctuates with changes in: (i) the amoftiimsurance liabilities for universal life prodsgaind (i) the interest rate credited to such
products. Such average liabilities increased 38guer to $6.8 billion, in the first quarter of 1988d the interest rate credited decreased by .5
percentage points, to 4.6 percent, in the firstiguaf 1998. Universal life product liabilitiesdreased primarily as a result of the recent
acquisitions.

Amortization related to operations includes amattan of: (i) the cost of policies produced; (lietcost of policies purchased; and (iii)
goodwill related to this segment's business. Theuwrnof amortization decreased primarily becaush®ecreases in the balances of the
of policies purchased and cost of policies produa®d result of net investment gains recognizethg998 and 1997, partially offset by the
increase in balances subject to amortization asatrof recent acquisitions.

Interest expense on investment borrowings is aftebly changes in investment borrowing activitied elmanges in interest rates paid on such
borrowings.

Other operating costs and expenses have incredseerdent, to $23.2 million, in the first quartérl®98 as a result of the increased block of
business related to this segment.

Net investment gains (losses), net of related aosisamortization often fluctuate from period toipe. Net investment gains (losses) af

the timing of the amortization of cost of policiggrchased and the cost of policies produced. Asaltrof net investment gains (losses) from
the sales of fixed maturity investments, relate@wdization of cost of policies purchased and cégtadicies produced totaled $25.2 million
and $4.4 million in the first quarters of 1998 d897, respectively.
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Individual and group major medical:

T hree months ended
March 31,
1998 1997
( Dollars in millions)
Premiums collected:
Individual (first-year) $ 28.0 $ .9
Individual (renewal)..........cccccevvuvrennnnns 56.6 9.5
Subtotal - INAiVIdUAL......cccoeneeee 84.6 104
Group (firSt-YAN)...ccvviiieciieeiceeeeee e 17.2 -
Group (FTENEWAD)....ccviviiiiii s 124.8 80.4
SUDtOtal - QrOUP.cciicciiiiiiiecceeee s 142.0 80.4
Total individual and group major medical pre miums collected............ccccveeeinnnne $ 226.6 $90.8
INSUrance PoliCy INCOME....cccvviiiiiiiiienis e e $ 231.8 $96.4
NetinVesStment iNCOME........cccccvvvivncieeis e 6.3 2.3
TOtal FEVENUES (B).cccvveeeeiiieaiiieenees e e 238.1 98.7
Insurance policy benefits.............ccceeennen. 175.3 79.5
Amortization related to operations................. 9.0 3.0
Interest expense on investment borrowings.......... .3 -
Other operating costs and expenses................. 34.4 6.0
Total benefits and eXPENSES.....ccccccceeee 219.0 88.5
Operating income before income taxes, minori ty interest and
extraordinary Charge.....ccccocveeeeee 19.1 10.2
Net investment gains, net of related COStS......... . e 2 -
Income before income taxes, minority interes t and extraordinary charge.................. $ 19.3 $10.2

Benefit ratio . ccveeiiiiiiiiiiviieec 77.0% 85.9%

(a) Revenues exclude net investment gains.

General: This segment includes individual and gnogjor medical health insurance products. The safmeperations were significantly
affected by the PFS Merger. The profitability ofthusiness depends largely on the overall persigtef the business in force, claim
experience and expense management.

Premiums collected by this segment in the firstrgraf 1998 were $226.6 million, up 150 percergrhe first quarter of 1997. Over the |
several years, a number of steps were taken tmiweghe profitability of such business, includiftoges in product, price, underwriting and
agent compensation. Group premiums increased tempgto $142.0 million, in the first quarter of9B Individual health premiums
increased to $84.6 million, in the first quarterl®@®8 compared to $10.4 million in the first quad&1997. The increase in this segment's
premiums is principally a result of the PFS Merger.

Insurance policy income comprises premiums earmnetti® segment's policies and fee income earnegréap medical risk management
services. Fluctuations in premiums earned have beesistent with the fluctuations in premiums octéel described above. Fee income was
$4.3 million in the first quarter of 1998 and $4nillion in the first quarter of 1997.
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Net investment income increased 174 percent, & ®dlion, in the first quarter of 1998. Investméntome fluctuates when changes oc

in: (i) the amount of average invested assets stipgansurance liabilities and capital allocatedhis segment; and (ii) the yield earned on
invested assets. During the first quarter of 1988 segment's average invested assets increasqubi@t, to $350 million, and the yield
earned on invested assets decreased from 7.7 p&CeR percent.

Insurance policy benefits fluctuate in relationstughe amount of segment business in force anthttidence of claims. The ratio of policy
benefits to insurance policy income was 77.0 pdritetie first quarter of 1998. The ratio was apmately 85.9 percent in the first quarter
of 1997. The lower benefit ratio reflects (i) tlever incidence of claims experienced on busine#isantby the acquired companies; (ii)
favorable claim developments; and (iii) rate inse=aon certain business.

Amortization related to operations includes amattan of: (i) the cost of policies produced; (lietcost of policies purchased; and (iii)
goodwill related to this segment's business. Thentacquisitions increased the balances subjeshtwtization.

Interest expense on investment borrowings is aftebly changes in investment borrowing activitied #re changes in interest rates paid on
such borrowings.

Other operating costs and expenses fluctuated phynas a result of expenses of recently acquil@dganies.
Net investment gains, net of related costs, oftiectdate from period to perio
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Other:
T hree months ended
March 31,
1998 1997
(D ollars in millions)
Premiums collected:
Other (fiIrSt-yY ar)..cvviveiciiiiieievceee e $15 $ .6
Other (FeNEWAD)......coiviiiiiiciiiieeeiiiee e 30.9 15.8
Total other premiums COllECtEd.............. e $32.4 $16.4
Insurance policy income..........cc.ccceeevennee. $35.2 $15.5
Net investment income............. 7.7 3.4
Fee revenue and other income 20.8 14.6
TOtal FEVENUES (B)..ccvvveviiieeiiieennes e 63.7 335
Insurance policy benefits...........ccccevvnenen. 24.2 10.0
Amortization related to operations................. 5.4 1.7
Interest expense on investment borrowings.......... 2 -
Other operating costs and expenses................. 17.5 7.5
Total benefits and EXPENSES.....ccccccceeee s 47.3 19.2
Operating income before income taxes, minori ty interest and
extraordinary Charge......ccccocecceees 16.4 14.3
Net investment gains (losses), net of related COStS 3.6 (:3)
Income before income taxes, minority interes t and extraordinary charge.................... $20.0 $14.0

(a) Revenues exclude net investment gains (losses)

General: This segment includes: (i) various otteslth insurance products that are not currentlgdactively marketed; and (ii) in 1998, the
specialty health insurance products of WNIC markéteeducators through career agents. The prdittabf this business depends largely on
the overall persistency of the business inforcantlexperience and expense management.

The segment also includes the fee revenue gendrgtedr non-life subsidiaries, including the inasnt advisory fees earned by Conseco
Capital Management, Inc. and commissions earnethéorance and investment product marketing arndlaligion. Such amounts exclude
fees and commissions we charge to our consolidatksidiaries. The profitability of the fee-basedibhass depends on the total fees
generated and on expense management.

Premiums collected by this segment in the firstrgraf 1998 were $32.4 million, up 98 percent oer first quarter of 1997. The increast
premiums collected in the first quarter of 1998viily relates to the WNIC Merger.

We do not emphasize the sale of many of the prednadhis segment, and collected premiums are éggdedo decrease in future years.
However, the in-force business continues to beitatulé.

Insurance policy income comprises premiums earmneiti® segment's policies, and has fluctuated cemséiwith the explanations provided
above for premiums collected.

Net investment income increased 126 percent, to @ilion, in the first quarter of 1998. Such intreent income fluctuated primarily
relationship to the amount of average investedtassgporting this segment's insurance liabilitied allocated capital. During the first
quarter of 1998, the segment's average investetisassreased 118 percent, to $390 million, anch#teyield on invested assets increased .3
percentage points, to 7.9 percent.
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Fee revenue and other income includes: (i) feemf@stment management and for mortgage originai@hservicing; and (ii) commissions
earned for insurance and investment product magsetind distribution. Such amounts exclude the é@elscommissions we charge to our
consolidated subsidiaries. Fee revenue and othenia increased 42 percent, to $20.8 million, infifts¢ quarter of 1998, primarily due to
other income of recently acquired companies.

Insurance policy benefits fluctuate in relationstughe amount of segment business in force anihthidence of claims.

Amortization related to operations includes amaititm of: (i) the cost of policies produced; (lgetcost of policies purchased; and (iii)
goodwill related to this segment's business.

Interest expense on investment borrowings is aftebly changes in investment borrowing activitied e changes in interest rates paid on
such borrowings.

Other operating costs and expenses fluctuated plynas a result of expenses of recently acquieuganies.
Net investment gains (losses), net of related aufs¢s fluctuate from period to peric
Other components of income before income taxespmityninterest and extraordinary charge:

In addition to the income of the five operating seqts, income before income taxes, minority intesed extraordinary charge is affected by
interest and other corporate expenses not attbleita the operating segments.

Interest and other corporate expenses were $42i8min the first quarter of 1998 and $29.8 miliiin the first quarter of 1997. Interest
expense included therein was $39.0 million in iret fuarter of 1998 and $25.8 million in the figgtarter of 1997. Such expense fluctuate
relationship to the average debt outstanding dugamh period and the interest rate thereon.

SALES

In accordance with GAAP, insurance policy incomeveh in our consolidated statement of operationsists of premiums received for
policies that have life contingencies or morbidégtures. For annuity and universal life contradgthout such features, premiums collected
are not reported as revenues, but rather are szhast deposits to insurance liabilities. Revenaethkese products are recognized over time in
the form of investment income and surrender orratharges assessed to the policy.
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Total premiums collected by our business segmeats as follows:

T hree months ended
March 31,
1998 1997
( Dollars in millions)
Supplemental health:
FIrSt-Y@ar i s $ 70.3 $ 66.8
RENEWAL...cviiiiiiiiii e 432.2 353.6
Total supplemental health.........ccccocceeee. 502.5 420.4
Annuities:
FIFSE-YEAI wovvviiiiiiviieeie e 429.6 339.6
RENEWAL ...t s 39.0 38.1
Total ANNUILIES...coiviiiiiiiciieeeeieee 468.6 377.7
Life insurance:
FIrSt-Y AN i viiecieeieeeeies e 41.9 28.5
RENEWAL...cviiiiiiiiii e 197.8 123.2
Total Ife INSUMANCE....ccoviiiecceeeeee e 239.7 151.7
Individual and group major medical:
First-year 45.2 9
Renewal.........ccoovviviiieniiicciec 181.4 89.9
Total individual and group major medical...... . 226.6 90.8
Other:
FIrSt-Y AN .oii i iviieeieeeeiee 1.5 6
RENEWAL ...t s 30.9 15.8
TOtal OtNEr i s 32.4 16.4
Total:
First-year.. 588.5 436.4
Renewal........ccoovieiiiiiiiie e 881.3 620.6
Total collected PremMiUmMS....c.ccvvvvvivneieeee e $1, 469.8 $1,057.0

Fluctuations in premiums collected are discussed@lbinder "Results of Operations - First Quartet9§8 Compared with the First Quarter
of 1997."
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Our recent acquisitions have a significant effecpoemiums collected. Total premiums collecteddibrcurrently consolidated companies for
the three months ended March 31, 1998 and 199Iudimg periods prior to ownership by Conseco) aviged below:

T hree months ended
March 31,
1998 1997
( Dollars in millions)
Supplemental health:
First-year $ 703 $ 795
Renewal....... 432.2 416.4
Total supplemental health.........ccccoceeeee. 502.5 495.9
Annuities:
FIrSt-Y@aI . iii it eccieeeeies s 429.6 351.0
RENEWAL ... s 39.0 43.7
Total ANNUILIES...coiiiiiiiiiciiieeeeee 468.6 394.7
Life insurance:
FIrSt-Y AN iii it eieeeeies e 41.9 53.1
RENEWAL...ciiiiiiiiiii e 197.8 183.7
Total Ife INSUMANCE....ccovviiiecceeeeee e 239.7 236.8
Individual and group major medical:
45.2 39.3
181.4 171.1
Total individual and group major medical...... . 226.6 210.4
Other:
FIrSt-Y AN .oii it eceeeiee 1.5 2.8
RENEWAL ...t s 30.9 44.2
TOtal OtNEr s 32.4 47.0
Total:
FIrSt-Y AN it eeieeeeies s 588.5 525.7
RENEWAL..cciiiiiiiiiiii e 881.3 859.1
Total collected PremMiUmMS...ccvcevcceiics e $1 469.8 $1,384.8

LIQUIDITY AND CAPITAL RESOURCES

Changes in the consolidated balance sheet betweeeniber 31, 1997, and March 31, 1998, reflect drdlarough operations, changes in the
fair value of actively managed fixed maturity seties and the following capital and financing traogons described in the notes to the
consolidated financial statements: (i) the repusehaf senior subordinated notes and senior nothsawpar value of $146.6 million; (ii)
common stock repurchases; and (iii) the issuancemimercial paper and notes payable.

In accordance with Statement of Financial Accountandards No. 115, Accounting for Certain Investta in Debt and Equity Securities
("SFAS 115"), we record our actively managed fixegfurity investments at estimated fair value. Aréhe31, 1998, the carrying value of
such investments was increased by $352.6 millica @sult of the SFAS 115 adjustment, compared antincrease of $484.4 million at
December 31, 1997.
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Minority interest at March 31, 1998, includes:@mpany-obligated mandatorily redeemable prefesemdirities of subsidiary trusts with a
carrying value of $1,388.1 million; and (ii) $.7 Iiwin interest in the common stock of a subsidiary.

The increase in shareholders' equity in the fiostrier of 1998 resulted from: (i) net income of $5million; and (i) the issuance of commr
stock related to stock options and employee bepkfits (including the tax benefit thereon) of $B3@illion. These increases were partially
offset by: (i) repurchases of common stock for $838illion; (ii) the decrease in net unrealized rgmation of $12.1 million; and (iii)
common and preferred stock dividends of $25.3 anilli

Dividends declared on common stock for the quameled March 31, 1998, were 12.5 cents per share.

The following table summarizes certain financidglasas of and for the three months ended Marci898, and as of and for the year ended
December 31, 1997:

March 31, December 31,
199 8 1997
(Do llars in millions)
Book value per common share:
AS TEPOMEM......eiciiiiiiiiiecee e e $20 .26 $20.22
Excluding unrealized appreciation (b)............ 19 41 19.27
Ratio of earnings to fixed charges:
AS TEPOMEA. ... e 2. 28X 2.04X
Excluding interest on annuities and financial pr oduct policyholder
account balanCes (Q)..cccocvvveevvceeenices e 6. 26X 7.21X
Ratio of earnings to fixed charges and preferred di vidends:
AS TEPOMEd....iiiiiiiei i e 2. 25X 1.95X
Excluding interest on annuities and financial pr OdUCES (@).veeivvveeeeiiieeiieeeiieeens 5. 93X 5.77X
Ratio of earnings to fixed charges, preferred div idends and distributions on
Company-obligated mandatorily redeemable prefe rred securities of subsidiary
trusts:
AS TEPOMEA...ccviii it ieeeeeeeee s 2. 01X 1.82X
Excluding interest added to annuity and financ ial product policyholder account
DalaNCES (Q)..cvvveeiiiiiiiiieeieeeeeiee e 4, 05X 4.20X
Ratio of total debt to total capital:
AS TEPOME. .. e . 32X 31X
Excluding unrealized appreciation (D)............ . 32X .32X
Ratio of debt and Company-obligated mandatorily re deemable preferred securities
of subsidiary trusts to total capital (c):
AS reported.........occvveeiivieeiniireeninns 50X 49X
Excluding unrealized appreciation (b)......... 51X .50X
Rating agency ratios: (b) (d) (e) (f)
Debtto total capital......ccccoveevvcencees . 28X .28X
Debt and preferred stock to total capital....... L . 47X 47X
(a) These ratios are included to assist the reade rin analyzing the impact of
interest on annuities and financial produ cts (which is not generally
required to be paid in cash in the period it is recognized). Such ratios
are not intended to, and do not, represent the following ratios prepared in
accordance with GAAP: the ratio of earnings to fixed charges; the ratio of
earnings to fixed charges and preferred dividends; and the ratio of
earnings to fixed charges, preferred divi dends and distributions on
Company-obligated mandatorily redeemable prefe rred securities of subsidiary
trusts.
(b) Excludes the effect of reporting fixed maturit y securities at fair value.
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(c) Represents the ratio of debt and the Co mpany-obligated mandatorily
redeemable preferred securities of subsidi ary trusts to the sum of
shareholders' equity, debt, minority intere st and the Company-obligated
mandatorily redeemable preferred securities of subsidiary trusts.

(d) Consistent with our discussions with ratin g agencies, the Company has
targeted: (i) the ratio of debtto total capital to be at or below 35
percent; and (ii) the ratio of debt and prefer red stock to total capital to
be at or below 49 percent. These ratios are calculated in a manner

discussed with rating agencies.

(e) Debt is reduced by cash and investments held b y non-life companies.
(f) Assumes conversion of all convertible debentur es.
INVESTMENTS

At March 31, 1998, the amortized cost and estimtg&dsalue of fixed maturity securities (all of weh were actively managed) were as
follows:

Gross G ross  Estimated
Amortized unrealized unre alized fair
cost gains lo sses value
(Dollars in m illions)

United States Treasury securities and

obligations of United States government

corporations and agenci€s......ccocevcveveenee e $ 562.6 $20.6 $ 2 $ 583.0
Obligations of states and political subdivisions

and foreign government obligations.............. 424.3 11.9 4.2 432.0
Public utility securities............ccccceeuvenne 2,041.5 52.3 24.2 2,069.6
Other corporate securities.. 13,434.3 290.6 97.1 13,627.8
Mortgage-backed securities.............ccceeree 6,153.6 110.9 8.0 6,256.5

Total fixed maturity securities .............. L. $22,616.3 $486.3 $ 133.7 $22,968.9

The following table sets forth the investment rgsirof fixed maturity securities at March 31, 1968gignated categories include securities
with "+" or "-" rating modifiers). The category &gsed is the highest rating by a nationally recagdistatistical rating organization, or as to
$863.7 million fair value of fixed maturities nated by such firms, the rating assigned by theddati Association of Insurance
Commissioners ("NAIC"). For purposes of the tablAIC Class 1 securities are included in the "A'lnrgt Class 2, "BBB"; Class 3, "BB" a
Classes 4 to 6, "B and below."

Percent of
Investment e e
rating Fixed mat urities Total investments
27%
6
20
25
78
BB...oooiiiie 5 4
B and below...........ccccoceeeneee. 3 3
Below investment grade......... 8 7
Total fixed maturities......... 100% 85%

At March 31, 1998, our below investment grade fireaturity securities had an amortized cost of $0.8illion and an estimated fair value
of $1,895.2 million.
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During the first quarters of 1998 and 1997, we réed $1.5 million and $1.2 million, respectively viritedowns of fixed maturity securities
as a result of changes in conditions which caused gonclude that a decline in fair value of teestments was other than temporary. At
March 31, 1998, fixed maturity securities in defad to the payment of principal or interest hadggregate amortized cost of $31.1 million
and a carrying value of $30.4 million.

Sales of invested assets (primarily fixed matuségurities) during the first quarter of 1998 getertgroceeds of $8.2 billion, and net
investment gains of $106.3 million. Sales of inedsassets during the first quarter of 1997 gengqateceeds of $3.5 billion, and net
investment gains of $6.4 million. Net investmeningan the first quarter of 1997 also included fillion of writedowns related to mortgage
loans.

At March 31, 1998, fixed maturity investments irdal $6.3 billion of mortgage-backed securitiesbpercent of all fixed maturity
securities). The yield characteristics of mortgageked securities differ from those of traditiofieéd-income securities. Interest and
principal payments occur more frequently, often thpn Mortgage-backed securities are subject ksrassociated with variable
prepayments. Prepayment rates are influenced loyrdoer of factors that cannot be predicted withaiety, including: the relative sensitivity
of the underlying mortgages backing the assetbanges in interest rates; a variety of economioggephic and other factors; and the
repayment priority of the securities in the ovesalturitization structures.

In general, prepayments on the underlying mortdegies and the securities backed by these loangase when the level of prevailing
interest rates declines significantly relativette interest rates on such loans. Mortgage-bacl@dites purchased at a discount to par will
experience an increase in yield when the underlginggages prepay faster than expected. Theseitsespurchased at a premium that
prepay faster than expected will incur a reductioyield. When interest rates decline, the procdeata the prepayment of mortgage-backed
securities are likely to be reinvested at loweesahan we were earning on the prepaid securitibéen interest rates increase, prepaymen
mortgage-backed securities decrease as fewer yimtgrhortgages are refinanced. When this occuesatlerage maturity and duration of the
mortgage-backed securities increase, which desdhegyield on mortgage-backed securities purchasadliscount, because the discount is
realized as income at a slower rate and increasegield on those purchased at a premium as a @fsalldecrease in the annual amortization
of the premium.

The following table sets forth the par value, anzed cost and estimated fair value of mortgage-bddecurities, summarized by interest
rates on the underlying collateral at March 31,899

Par Amo rtized Estimated
value cost fair value
(Dollars in millions)
BeIOW 7 PEICENt vviviiciiciieciccceeeie e $2,501.0 $ 2,265.5 $2,290.2
7 percent - 8 percent 2,958.8 2,936.6 2,991.8
8 percent - 9 percent 595.7 595.9 609.5
9 percent and above 350.3 355.6 365.0
Total mortgage-backed securities............. $6,405.8 $ 6,153.6 $6,256.5

The amortized cost and estimated fair value of gage-backed securities at March 31, 1998, sumnthbiyaype of security, were as follows
(dollars in millions):

Estima ted fair value
Percent
Amortized of fixed
Type cost Amount maturities
Pass-throughs and sequential and targeted amortizat ion classes............ $4,046.4 $4,106.9 18%
Planned amortization classes and accretion-directed bonds................. 1,548.9 1,569.5 7
SUPPOTrt ClasSesS.......ccovvvreeriiiieiniiieeniieen, 23.6 24.5 -
Accrual (Z tranche) bonds.... 12.3 13.1 -
Subordinated classes .........cccccoeeveeiiieennns 522.4 542.5 2
$6,153.6 $6,256.5 27%

Pass-throughs and sequential and targeted amantizdasses have similar prepayment variabilitysaroughs historically provide the best
liquidity in the mortgage-backed securities makad provide the best price/performance ratio iigali volatile

34



CONSECO, INC. AND SUBSIDIARIES

interest rate environment. This type of securitglgo frequently used as collateral in the doldkmarket. Sequential classes pay in a strict
sequence; all principal payments received by thlatesalized mortgage obligations ("CMQOs") are p@idhe sequential tranches in order of
priority. Targeted amortization classes provideaast amount of prepayment protection when prepaggran the underlying collateral
increase from those assumed at pricing. Thus, dffey slightly better call protection than sequehtilasses or pass-throughs.

Planned amortization classes and accretion-dirdmteds are some of the most stable and liquidunsnts in the mortgadeacked securitie
market. Planned amortization class bonds adheadii®d schedule of principal payments as londhasuinderlying mortgage collateral
experiences prepayments within a certain rangen@#sin prepayment rates are first absorbed byosstiplasses. This insulates the planned
amortization classes from the consequences offastar prepayments (average life shortening) amdesi prepayments (average life
extension).

Support classes absorb the prepayment risk fromhwienned amortization and targeted amortizatiasses are protected. As such, they are
usually extremely sensitive to prepayments. Mostwfsupport classes are higher-average-life insnis that generally will not lengthen if
interest rates rise further, and will have a tewgteén shorten if interest rates decline. Howevieges these bonds have costs below their par
values, higher prepayments will have the effedhofeasing yields.

Accrual bonds are CMOs structured such that thengay of coupon interest is deferred until principayments begin. On each accrual date,
the principal balance is increased by the amoutti@fnterest (based upon the stated coupon taeptherwise would have been payable. As
such, these securities act much the same as zapmitdonds until cash payments begin. Cash paymitally do not commence until
earlier classes in the CMO structure have beeretetivhich can be significantly influenced by thegmyment experience of the underlying
mortgage loan collateral in the CMO structure. Besesof the zero-coupon element of these secuatidshe potential uncertainty as to the
timing of cash payments, their market values aettgiare more sensitive to changing interest tates are other CMOs, pass-through
securities and coupon bonds.

Subordinated CMO classes have both prepaymentradd dsk. The subordinated classes are usedharere the credit quality of the senior
securities, and as such, rating agencies requatahts support not deteriorate due to the prepaymiethe subordinated securities. The credit
risk of subordinated classes is derived from thgatiee leverage of owning a small percentage ofitigerlying mortgage loan collateral
while bearing a majority of the risk of loss duehtimeowner defaults.

At March 31, 1998, the balance of mortgage loans ezanprised of 96 percent commercial loans, 2 peresidual interests in collateralized
mortgage obligations and 2 percent residentialdohass than 2.5 percent of mortgage loans wereunment (loans which are two or more
scheduled payments past due) at March 31, 1998.

At March 31, 1998, we held $38.7 million of tradisecurities that are included in other investe@tass

Investment borrowings averaged approximately $1284llion during the first quarter of 1998, comediwith approximately $244.8 million
during the same period of 1997 and were collatazdlby investment securities with fair values agjpnately equal to the loan value. The
weighted average interest rate on such borrowirags4 percent and 4.6 percent during the firsttgrgaof 1998 and 1997, respectively.

STATUTORY INFORMATION

Statutory accounting practices prescribed or péechifior the Company's insurance subsidiaries bylatgry authorities differ from generally
accepted accounting principles. The Company'srigarance subsidiaries reported the following ant®tmregulatory agencies at March 31,
1998, after appropriate eliminations of intercompancounts among such subsidiaries (dollars irang)):

Statutory capital and surplus .......ccccoeeeeeeeee. L $1,673.1
Asset valuation reserve ("AVR")....cccovvvcee 411.3
Interest maintenance reserve ("IMR")................ L 482.7
Portion of surplus debenture carried as a liability ... 65.5
Total i e, $2,632.6
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The ratio of such consolidated statutory accoularuzzs to consolidated statutory liabilities (exihg AVR, IMR, the portion of surplus
debentures carried as a liability, liabilities fra@parate account business and short-term coliatgtdorrowings) was 11.0 percent at March
31, 1998, and 10.8 percent at December 31, 1997.

Combined statutory net income of the Company'stiéerance subsidiaries for the periods during Wisiech subsidiaries were included in
our consolidated financial statements was $87.Bamind $59.5 million in the first quarter of 1988d 1997, respectively, after appropriate
eliminations of intercompany amounts among suclsisiidries, but before elimination of intercompamyaants between such subsidiaries
and non-life subsidiaries and the parent company.

The statutory capital and surplus of the insuraudssidiaries include surplus debentures issudtktparent holding companies totaling
$793.4 million. Payments of interest and principalsuch debentures are generally subject to thevepipof the insurance department of the
subsidiary's state of domicile. During the firstger of 1998, our life insurance subsidiaries meateduled principal payments on surplus
debentures of $33.7 million.

State insurance laws generally restrict the abilftinsurance companies to pay dividends or makeratistributions. Net assets of the
Company's wholly owned life insurance subsidiariketermined in accordance with GAAP, aggregatedaqapately $7.8 billion at
December 31, 1997. During the first quarter of 1998 life insurance subsidiaries paid ordinarnjidiwnds of $38.9 million to the parent
holding companies. During the remainder of 1998, lifle insurance subsidiaries may pay additionalddinds of $126.2 million without the
permission of state regulatory authorities.

FORWARD-LOOKING STATEMENTS

All statements, trend analyses and other informatimntained in this report and elsewhere (such agher filings by Conseco or Green Tree
with the Securities and Exchange Commission, medeases, presentations by Conseco or Green Titemanagement or oral statements)
relative to markets for Conseco's or Green Traedyzts and trends in Conseco's or Green Treetsitiqes or financial results, as well as
other statements including words such as "antieipdbelieve," "plan," "estimate," "expect," "int@fi and other similar expressions, consti
forward-looking statements under the Private S&esrLitigation Reform Act of 1995. These forwdoibking statements are subject to kne
and unknown risks, uncertainties and other factdrish may cause actual results to be materialligiht from those contemplated by the
forward-looking statements. Such factors incluaeoag other things: (i) general economic conditiand other factors, including prevailing
interest rate levels, short-term interest ratetfiations, stock market performance and healthicélegion, which may affect the ability of
Conseco to sell its products, the ability of Gré@ese to make loans and access capital resoureemalket value of Conseco's or Green T
investments, the lapse rate and profitability digies and the level of defaults and prepaymentsaris made by Green Tree; (ii) Conseco's
ability to achieve anticipated levels of operatiogféiciencies at recently acquired companies, ab as through other cost-saving initiatives;
(iii) customer response to new products, distrimutthannels and marketing initiatives; (iv) motsalmorbidity, usage of health care services
and other factors which may affect the profitabitif Conseco's insurance products; (v) changédsearigderal income tax laws and regulations
which may affect the relative tax advantages ofesoimConseco's products; (vi) increasing competitiothe sale of insurance and annuities
and in the consumer finance business; (vii) regnyathanges or actions, including those relatingetiulation of financial services affecting
(among other things) bank sales and underwriting@france products, regulation of the sale, undeéng and pricing of insurance products,
and health care regulation affecting Conseco'slsupmtal health insurance products; (viii) the kkility and terms of future acquisitions;
and (ix) the risk factors or uncertainties listaddonseco's or Green Tree's other filings withSbeurities and Exchange Commission. In
addition to the above, these statements are subjecitcertainties related to the synergies, chaagdsexpenses associated with the Green
Tree Merger.

ITEM 3. MARKET-SENSITIVE INSTRUMENTS AND RISK MANAG EMENT

We seek to invest our available funds in a manmarwill maximize shareholder value and fund futoidigations to policyholders and
debtors, subject to appropriate risk consideratidhere have been no material changes during rtbtegiiiarter of 1998 in the market risks the
Company is exposed to and our management of sskch fivhich are summarized in our 1997 Form 10-K.
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PART Il - OTHER INFORMATION

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.

a) Exhibits.
10.1.2 Employment Agreement dated March 31, 1998, between the
Registrant and Stephen C. Hilber t
10.1.3(c) Amendment No. 3 to Employment Agreement between the

Registrant and Rollin M. Dick

10.1.10(c) Amendment No. 3 to Employment Agreement between the
Registrant and Ngaire E. Cuneo

10.1.11(a) Amendment No. 1 to Employment Agreement between the
Registrant and John J. Sabl

10.1.12 Employment Agreement dated March 31, 1998, between the
Registrant and Thomas J. Kilian

10.8.15 Conseco Performance-Based Co mpensation Plan for
Executive Officers

12.1 Computation of Ratio of Earni ngs to Fixed Charges,
Preferred Dividends and Dist ributions on Company-
obligated Mandatorily Redeemab le Preferred Securities

of Subsidiary Trusts
27.0 Financial Data Schedule

99.1 Pro Forma Combined Financial Statements of Conseco,
Inc. and Subsidiaries

b) Reports on Form 8-K.

A report on Form 8-K dated February 4, 1998, wieslfivith the Commission to report under Item 5,dhaouncement of the offering by
Conseco of $250.0 million of 6.4 percent Notes Bebruary 10, 2003.
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SIGNATURE

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdeport to be signed on its behalf by
undersigned thereunto duly authorized.

CONSECO, INC.

Dated: May 14, 1998 By: /s/ ROLLIN M DI CK
Rollin M Dick
Executive Vice President and
Chi ef Financial Oficer
(authorized officer and princi pal
financial officer)
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EMPLOYMENT AGREEMENT

EMPLOYMENT AGREEMENT, dated as of January 1, 199&ween CONSECO, INC. (hereinafter called the "Camny)), and STEPHEN
C. HILBERT (hereinafter called "Executive").

RECITALS

WHEREAS, the Company and Executive are partiesitBraployment Agreement dated January 1, 1987, asded by Amendment No. 1
dated February 28, 1988 (as amended, the "Exi&mpgloyment Agreement"); and

WHEREAS, the Company and Executive desire to replae Existing Employment Agreement with this Agreat;
NOW THEREFORE, in consideration of the foregoing #ime mutual covenants contained herein, the [gaatieee as follow:

1. Employment. The Company hereby employs Executind Executive hereby accepts employment upotethes and conditions
hereinafter set forth.

2. Term. This Agreement shall be deemed to haverhecffective as of January 1, 1998; provided tthaiperformance-based compensation
provisions hereof (i.e., Section 5(b)) have begaeyed by the shareholders of the Company at Cois&898 Annual Meeting of
Shareholders (the date of such shareholder appbbeiad) referred to herein as the "Approval Dat@h).the Approval Date the Existing
Employment Agreement shall be terminated, with secmination being deemed to have become effectivéanuary 1, 1998. Subject to
provisions for termination as provided in Sectione9eof, the term of this Agreement shall be fivgyears from and after January 1, 1998,
and it shall be automatically renewed for succes8ixe (5) year periods on January 1 of each yeenefter, unless either party elects not to
renew this Agreement by serving written notice wflsintention not to renew on the other party asi®ne hundred eighty (180) days prior
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to January 1 of each year. If such an electiondadenthis Agreement shall be in full force and effer the remaining portion of the then
current five (5) year period, subject to the prans for termination as provided in Section 9 hérébe term Basic Employment Period as
used in this Agreement shall mean the five (5) yeaiod commencing with the most recent annualwaheursuant to this section.

3. Duties. Executive is engaged by the Companyiax@cutive capacity as its chief executive offi€etecutive's position with the Company
shall be Chairman of the Board of Directors, Presichind Chief Executive Officer, and such otheiitfmss (not inconsistent with the
aforementioned responsibilities) as may be detexthfrom time to time by the Board of Directors loé tCompany.

4. Extent of Services. Executive, subject to threadion and control of the Board of Directors of tBompany, shall have the power and
authority commensurate with his executive statusracessary to perform his duties hereunder. Tmep@ay agrees to provide to Executive
such assistance and work accommodations as aablguit the character of his positions with the @any and adequate for the performance
of his duties. Executive shall devote

[substantially all of] his entire employable tinatention and best efforts to the business of thig@any, and shall not, without the consent of
the Company, during the term of this Agreementdiavely engaged in any other business activity, thvbeor not such business activity is
pursued for gain, profit or other pecuniary advgatdut this shall not be construed as preventiegttive from investing his assets in such
form or manner as will not require any [materia@isces on the part of Executive in the operatibthe affairs of the companies in which
such investments are made. For purposes of thisghgent, full-time employment shall be the normatkawweeek for individuals in senior
executive positions with the Company.



5. Compensation.

(a) As compensation for services hereunder rendiugdg the term hereof, Executive shall receiiase salary of One Million Dollars
($1,000,000) per year payable in equal installmenéecordance with the Company's payroll proceflurés salaried employees (but in no
event less than twice a month), it being understhatifor 1998 a lump sum payment shall be madmptly after the approval of this
Agreement by the shareholders of the Company teecthe salary payments to Executive in 1998 to datdin 1998 to at least equal the pro
rata portion (based on the number of days in 1888 elapsed through the end of the most recenp@agd then ended) of One Million
Dollars ($1,000,000). Salary payments shall beestilip withholding of taxes and other appropriaté eustomary amounts. In addition to the
base salary above, Executive may receive additamalial salary increases based upon his perforniarnig executive and management
capacity. The amounts of such salary increasestshaetermined by the Board of Directors of thenpany or the Compensation Committee
thereof (the "Compensation Committee").

(b) In addition to base salary, Executive shalehstled to receive annually a bonus to be caledland paid for each fiscal year as follows:

(i) First, the maximum potential bonus to Execufieesuch year (the "Maximum Bonus") shall be cotepguThe Maximum Bonus for a
fiscal year shall be equal to three percent (3%hefannual Net Profits (as defined below) for siistal year of the Company. The bonus
shall be calculated from the books and recorde®fdompany which shall be kept in accordance wétiegally accepted accounting
principles applied by the Company in the preparatibits financial statements. The Maximum Bonusddiscal year shall be payable,
without reference to any other tests, to the extaltes not exceed the Non-Discretionary Amouatdatermined
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pursuant to clause (v) below, the "Non-Discretigriamount") applicable to such year. "Net Profitda mean the Company's Income from
Continuing Operations (as defined below), as adfust add back, in each case to the extent sutis iteere deducted in the computation of
Income from Continuing Operations, (x) income taaed (y) bonuses to Executive and the Company'siEixe Vice Presidents. "Income
from Continuing Operations" shall mean the Compmaimg¢ome from continuing operations, which shatllede for this computation the
effect

(in each case net of applicable tax) of (i) extdawary items, (i)

discontinued operations and (iii) the cumulativieets of changes in accounting principles.

(i) If the Maximum Bonus exceeds the Non-Discreioy Amount for such fiscal year a separate calimriashall be made to determine what
portion, if any, of the Maximum Bonus in excesstaf Non-Discretionary Amount could be paid and pgkmit the Company's ROE (as
determined pursuant to clause (iii) below, the "RJ&r such fiscal year to be at least 15% for sfistal year (such amount exceeding the
Maximum Bonus and meeting such 15% ROE test fdn §iscal year being referred to as the "AdditioRatential Bonus"). The Additional
Potential Bonus for a fiscal year would then begiée to Executive for such fiscal year subjecthdiscretion of the Compensation
Committee to reduce or eliminate (in whole or imtpthe payment of the Additional Potential Bonas$uch year in its discretion.

(iii) The ROE for a fiscal year shall be determirsddividing

(x) the Company's Income from Continuing Operatifumssuch fiscal year, reduced by any dividendsl path respect to such fiscal year on
the Company's preferred stock (it being understbatiany amounts paid to induce the conversionrefepred stock are not to be considered
dividends on preferred stock) by (y) the arithmatierage of the Company's Average Common Equitdééined below) for the four quarters
of such fiscal year. The "Average Common Equitythef Company for a quarter shall
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mean the arithmetic average of the common sharersktjuity of the Company shown on its financiateshents (adjusted to exclude
unrealized appreciation or depreciation of fixedumisy securities net of any applicable deferrecbime taxes, as so adjusted "Common
Shareholders Equity") as of the end of such figcalrter (as adjusted as provided below, the "QuErtd Equity") and the end of the
preceding quarter (the "Quarter Start Equity");uided, that if one or more Significant Transacti¢as defined below) has occurred during
the fiscal quarter as to which Average Common Bqsibeing determined, then the impact of each Sighificant Transaction on the
Quarter End Equity shall be reduced by a fractibe,numerator of which shall be the number of daysich quarter elapsed before said
Significant Transaction occurred (it being undesstthat with respect to a Significant Transactidriol includes a series of transactions
which closed or were otherwise consummated overiag of time the Company shall select a reasonalid@oint for purposes of this
calculation) and the denominator of which shaltheetotal number of days in such quarter, and thart@r End Equity shall be computed
taking into account such reductions. "Significararisaction” with respect to a quarter shall meanesent (such as a share issuance, share
repurchase, conversion, acquisition, dispositiogrgar, consolidation or change in accounting ppies) the effect of which event, or series
of related events, is to cause the Quarter Endttuichange by at least 10% of the Quarter Stquitif from what it would otherwise have
been absent such event or series of related events.

(iv) The Company agrees to give notice to the Comeption Committee as promptly as practicable #ffterend of each fiscal year of the
respective amounts of Maximum Bonus, Additionaledtial Bonus and, if it has been adjusted witheespo such fiscal year, Non-
Discretionary Amount for such fiscal year. The Camgation Committee shall then have fifteen (15sdeym the date such notice is sent by
the Company to determine the extent, if any, tocivhi



the Additional Potential Bonus with respect to sfisbal year shall have been reduced or eliminaféd. Company shall give notice to
Executive not later than five (5) days after thpieation of such 15-day period of the IncrementahBs to be paid for such fiscal year.

(v) The Non-Discretionary Amount for each of 199814999 shall be $13.5 million. The Non-DiscretignaAmount shall be adjusted for
2000 and the last year of each consecutive thraeperiod that follows (each an "Adjustment Yeaa§,described in the following sentence.
For an Adjustment Year the Non-Discretionary Amaosimill be adjusted to be the lesser of (i) one-t¢falfie average of the Maximum Bonus
for the two fiscal years immediately preceding sAdjustment year and (ii) the arithmetic averagéhef Non-Discretionary Amount and the
Additional Potential Bonus, in each case regardiésise amount of bonus actually paid, for such fisoal years. The Non-Discretionary
Amount as so adjusted shall remain the same wihet to the two fiscal years following such Adjosnht Year.

(vi) The cumulative accrued amount of the bonudl sleacalculated as of the end of each of the fireée quarters of the Company's fiscal
year based on the y+to-date Net Profits, and such accrued bonus, macarued bonus payments made for previous quart¢he same

fiscal year, shall be paid to Executive as sooprasticable, but in no event more than forty-fidé) days after the end of the quarter;
provided, that the cumulative maximum bonus payalitle respect to the (i) first quarter may not ee@@5% of the Non-Discretionary
Amount, (ii) first two quarters shall not exceed®0f the Non-Discretionary Amount and (iii) firstree quarters shall not exceed 75% of the
Non-Discretionary Amount for such fiscal year. The @ggate bonus for the fiscal year, minus the quarearcrued payments made for the
year, shall be paid to Executive soon as practcdhlt in no event more than ninety (90) daysr dlfte fiscal year end. If the quarte
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payments for the first three quarters of any figealr exceed the aggregate bonus payable for the gaar, the amount of such excess shall
be repaid to the Company by Executive.

6. Fringe Benefits.

(a) Executive shall be entitled to participateuets existing employee benefit plans and insuramegrams offered by the Company, or which
it may adopt from time to time for its executive magement or supervisory personnel generally, dt 8me as Executive shall have fulfilled
the eligibility requirements for participation tleémn. Nothing herein shall be construed so as tegmiethe Company from modifying or
terminating any employee benefit plans or prograangmployee fringe benefits, it may adopt fromdito time.

(b) During the term of this Agreement, the Compahgll pay Executive a monthly automobile allowaincthe amount of Six Hundred
Dollars ($600.00) and shall pay directly or shalhrtburse Executive for the cost of fuel he incarssing his automobile.

(c) Executive shall be entitled to four (4) weelesation with pay, for each year during the terrmebér

(d) Executive may incur reasonable expenses fanptimg the Company's business, including expermesritertainment, travel, and similar
items. The Company shall reimburse Executive foswath reasonable expenses upon Executive's pepoeentation of an itemized account
of such expenditures.

(e) The Company shall, upon periodic presentatf@abtsfactory evidence and to a maximum of TenuBamd Dollars ($10,000) per year of
this Agreement, reimburse Executive for reasonatgdical expenses incurred by Executive and hisrilgrets which are not otherwise
covered by health insurance provided to Executivieu paragraph 6(a).
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(f) During the term of this Agreement, the Compahwll at its expense maintain a term life insurgraey or policies on the life of
Executive in the face amount of One Million Dollg#4,000,000), payable to such beneficiaries aslikee may designate.

7. Disability. If Executive shall become physicadlymentally disabled during the term of this Agremt to the extent that his ability to
perform his duties and services hereunder is nadleend adversely impaired, his salary, bonus@hér compensation provided herein shall
continue while he remains employed by the Compprgvided, that if such disability (as confirmed dympetent medical evidence)
continues for at least twelve (12) consecutiverodde months, the Company may terminate Executarajsioyment hereunder in which case
the Company shall immediately pay Executive a lwum payment equal to the sum of his salary and$asyrovided herein with respec
the most recent fiscal year then ended and, prdyidether that no such lump sum payment shalldogiired if such disability arises primar
from: (a) chronic depressive use of intoxicantsigdror narcotics, or (b) intentional self-infligjimjury or intentionally self-induced sickness;
or (c) a proven unlawful act or enterprise on the pf Executive.

8. Disclosure of Information. Executive acknowlesigieat in and as a result of his employment hereyrgd will be making use of, acquiring
and/or adding to confidential information of ther@many of a special and unique nature and valua wsaterial inducement to the Company
to enter into this Agreement and to pay to Exeeuthe compensation stated in Section 5, as welhgsdditional benefits stated herein,
Executive covenants and agrees that he shall nahyatime during or following the term of his eropinent, directly or indirectly, divulge or
disclose for any purpose whatsoever, any confideimiormation that has been obtained by or disia® him as a result of his employment
by the Company. Upon the termination of this



Agreement, Executive shall return all materialsagi#d from or belonging to the Company which Exieeumay have in his possession or
control. In the event of a breach or threateneddirdy Executive of the provisions of this paragrahe Company shall be entitled to an
injunction restraining Executive from utilizing disclosing, in whole or in part, such materialfrom rendering any service to any person,
firm, corporation, association, or other entityithich such material might be useful, and/or any alhgersons directly or indirectly acting for
or with Executive. Nothing herein shall be constras prohibiting the Company from pursuing any oteenedies available to the Company
for such breach or threatened breach, includinggbevery of damages from Executive.

9. Termination.

(a) Either the Company or Executive may terminate Agreement at any time for any reason upon @rittotice to the other. This Agreen
shall also terminate upon (i) the death of Exeeutind (ii) termination by the Company pursuanteotf®n 7.

(b) In the event this Agreement is terminated ly@ompany pursuant to the first sentence of Se&{ahand such termination does not
constitute a Control Termination as defined inldjow, Executive shall be entitled to receive (§e@erance payment equal to five (5) times
the sum of Executive's base salary, as determinesiignt to Section 5(a) hereof for the fiscal ypawvhich such termination occurs, and the
Non-Discretionary Amount as defined in

Section 5(a)(iv) applicable for such fiscal ye@g@rdless of whether the Company's results for 8schl year would have resulted in a bonus
being paid to Executive) and (ii) all other unpaidounts previously accrued or awarded pursuaniyt@ther provision of this Agreement.

(c) In the event this Agreement is terminated ughendeath of Executive, or is terminated by Exe®uéind such termination does not
constitute a Control Termination as defined ink{eow,



Executive shall be entitled to receive his basargals provided in Section 5(a) accrued but unfipak of the date of termination, (ii) a pro
rata share of the bonus provided for in Sectior) Bésed on the number of months during which heopeed duties hereunder in the caler
year of his death, and (iii) all other unpaid amsyreviously accrued or awarded pursuant to angrqirovision of this Agreemer

(d) The term "Control Termination" as used heréiallsmean (1) termination of this Agreement by @empany in anticipation of or
following a "change in control" of the Company (fined below), or (2) termination of this Agreernby Executive following a "change in
control" of the Company (as defined below) upondbeurrence of any of the following events:

(i) a significant change in the nature or scopExdcutive's authorities or duties from those désttiin Section 3, a reduction in total
compensation from that provided in Section 5, bremch by the Company of any other provision of fgreement; or

(i) reasonable determination by Executive thata assult of a change in circumstances signifigaaifiecting his position, he is unable to
exercise the authorities, powers, functions oredudittached to his position and contemplated btid®e8 of this Agreement; or

(iii) the Company's principal executive offices aneved outside the geographic area comprised oioM&ounty, Indiana, and the seven
contiguous counties; or

(iv) the giving of notice of termination by Exeowtito the Company during the 6- month period contimgnsix (6) months after the change
in control.

The term "change in control" shall mean a changmintrol of a nature that would be required todggorted in response to Iltem 6(e) of
Schedule 14A of Regulation 14A promulgated underSbcurities Exchange Act of 1934 (the "1934 Aat'yevised effective January 20,
1987, or if Item 6(e) is no longer in effect, amgulations issued by the Securities and Exchange
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Commission pursuant to the 1934 Act which servelairpurposes; provided that, without limitatiomch a change in control shall be deel
to have occurred if and when (A) any "person” (ashderm is used in Sections 13(d) and 14(d)(2hefL934 Act) is or becomes a beneficial
owner, directly or indirectly, of securities of t@@mpany representing 25% or more of the combirdithg power of the Company's then
outstanding securities or (B) in connection withasra result of a tender offer, merger, consobdatale of assets or contest for election of
directors, or any combination of the foregoing s&ctions or events, individuals who were membeth@Board of Directors of the Compe
immediately prior to any such transaction or ewsatll not constitute a majority of the Board ofézitors following such election.

10. Payments for Control Termination. In the ew&fra Control Termination of this Agreement, the Qamy shall pay Executive and provide
him with the following:

(a) During the remainder of the Basic Employmentdee the Company shall continue to pay Executiigesialary on a monthly basis at the
same rate as payable immediately prior to the afaermination plus the estimated amount of anyuses to which he would have been
entitled had he remained in the employ of the Com@and a change in control of the Company had cotiiwed.

(b) During the remainder of the Basic Employmenidk Executive shall continue to be treated asraployee under the provisions of all
incentive compensation arrangements applicableg@obmpany's executive employees. In addition, &kee shall continue to be entitled to
all benefits and service credit for benefits undedical, insurance and other employee benefit planograms and arrangements of the
Company as if he were still employed under thise®gnent and a change in control of the Company badaturred.

11



(c) If, despite the provisions of paragraph (b)\ahhdenefits under any employee benefit plan stalbe payable or provided under any such
plan to Executive, or his dependents, beneficianiesestate, because he is no longer an employbe Gompany, the Company itself shall,
to the extent necessary, pay or provide for payragstich benefits and service credit for such henef Executive, his dependents,
beneficiaries and estate.

(d) If, despite the provisions of paragraph (b)\ahdenefits or the right to accrue further besafitder any stock option or other long-term
incentive compensation arrangement shall not beighed under any such arrangement to Executiveisodépendents, beneficiaries and
estate, because he is no longer an employee &dhmpany, the Company shall, to the extent necesgayyor provide for payment of such
benefits to Executive, his dependents, benefigaia estate.

11. Severance Allowance. In the event of a Cortesiination of this Agreement, Executive may elegthin 60 days after such Control
Termination, to be paid a lump sum severance alo®ain lieu of the termination payments providedifn Section 10 above, in an amount
which is equal to the sum of the amounts determinedcordance with the following paragraphs (a) é):

(a) an amount equivalent to salary payments far@@ndar months at the rate which he would hava bagtled to receive in accordance v
Section 5(a) plus a pro rata share of the estimatsalint of any bonus which would have been payfablthe bonus period which includes
the termination date; and

(b) an amount equivalent to five times the greafdi) the highest annual bonus payable under @e&ib) hereof for the last three (3) fiscal
years of the company ended prior to such Contrahiretion, or (ii) the estimated amount of the aalrhonus payable under Section £
hereof for the fiscal year of the Company whichudes the date of such Control Termination.
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In the event that Executive makes an election unisto this Section to receive a lump sum severafioeance of the amount described in
clauses (a) and (b), then, in addition to such amfydwe shall receive (i) in addition to the bereefitovided under any retirement or pension
benefit plan maintained by the Company, the beméfitwould have accrued under such benefit plae ifad remained in the employ of the
Company and such plan had remained in effect fara@ndar months after his termination, which bigse&fill be paid concurrently with, and
in addition to, the benefits provided under suchdfi¢ plan, and (ii) the employee benefits (inchglibut not limited to, coverage under any
medical insurance and split-dollar life insurano@magements or programs) to which he would have lkeedétled under all employee benefit
plans, programs or arrangements maintained by ¢mep@ny if he had remained in the employ of the Camypand such plan, programs or
arrangements had remained in effect for 60 calemaaths after his termination; or the value oféingounts described in clauses (i) and (ii)
next preceding. The amount of the payments destiibthe preceding sentence shall be determinedactl payments shall be distributed as
soon as it is reasonably possible.

12. Tax Indemnity Payments. (a) Anything in thisrégment to the contrary notwithstanding, in thenéiteshall be determined that any
payment or distribution by the Company or its &féd companies to or for the benefit of Execupiaél or payable or distributed or
distributable pursuant to the terms of the Agreen(ient determined without regard to any additigm@yments required under this Section 12,
a "Payment”) would be subject to the excise taxosel by Section 4999 of the Internal Revenue C6d88&6 (as amended the "Code"), or
any successor provision (collectively, "Section #99or any interest or penalties are incurred Bgditive with respect to such excise tax
(such excise tax, together with any such intenedtpgenalties, are hereinafter collectively refet@ds the "Excise Tax"), then Executive shall
be entitled to receive
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an additional payment (a "Gross-Up Payment") im@rount such that after payment by Executive ofaaiés (including any interest or
penalties imposed with respect to such taxes)udtiet, without limitation, any Federal, state cztdbincome and employment taxes and
Excise Tax (and any interest and penalties impestdrespect to any such taxes) imposed upon tlesssp Payment, Executive retains an
amount of the Gross-Up Payment equal to the EXciseimposed upon the Payments.

(b) Subject to the provisions of Section 12(c) dellerminations required to be made under thisi@&et®, including whether and when a
Gross-Up Payment is required and the amount of &xoks-Up Payment and the assumptions to be wtilizarriving at such determination,
shall be made by the Company's public accountimg fihe "Accounting Firm") which shall provide di¢al supporting calculations both to
the Company and Executive within fifteen (15) bessdays of the receipt of notice from Executia there has been a Payment, or such
earlier time as is requested by the Company. Iretteat that the Accounting Firm is serving as aotant or auditor for the individual, entity
or group effecting the Change in Control, Execuskall appoint another nationally recognized puaticounting firm to make the
determinations required hereunder (which accourftingshall then be referred to as the AccountiimgFhereunder). All fees and expenses
of the Accounting Firm shall be borne solely by @empany. Any Gross-Up Payment, as determined patgo this

Section 12, shall be paid by the Company to Exeeuwtiithin five (5) days of the receipt of the Accoing Firm's determination. If the
Accounting Firm determines that no Excise Tax iggide by Executive, it shall furnish Executive wéthwritten opinion that failure to report
the Excise Tax on Executive's applicable federaine tax return would not result in the impositadra negligence or similar penalty. Any
determination by the Accounting Firm shall be bigdupon the Company and Executive. As a result®iincertainty in the application of
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Section 4999 at the time of the initial determioatby the Accounting Firm hereunder, it is possthig Gross-Up Payments which will not
have been made by the Company should have been(tttderpayment”), consistent with the calculatiogguired to be made hereunder
the event that the Company exhausts its remedissi@nt to Section 12(c) and Executive thereaftezgsired to make a payment of any
Excise Tax, the Accounting Firm shall determineadh#ount of the Underpayment that has occurred apdiach Underpayment shall be
promptly paid by the Company to or for the benefiExecutive.

(c) Executive shall notify the Company in writinfany claim by the Internal Revenue Service tHagyuccessful, would require the payment
by the Company of the Gross-Up Payment. Such natitin shall be given as soon as practicable Btecutive is informed in writing of

such claim and shall apprise the Company of theraaif such claim and the date on which such clairequested to be paid; provided that
the failure to give any notice pursuant to thist®ecl2(c) shall not impair Executive's rights untlés Section 12 except to the extent the
Company is materially prejudiced thereby. Execuskiall not pay such claim prior to the expiratidrihee 30- day period following the date

on which Executive gives such notice to the Companyguch shorter period ending on the date thapayment of taxes with respect to si
claim is due). If the Company notifies Executiveniriting prior to the expiration of such period tlitadesires to contest such claim, Executive
shall:

(1) give the Company any information reasonablyiestied by the Company relating to such claim,

(2) take such action in connection with contestingh claim as the Company shall reasonably reguegiting from time to time, including,
without limitation, accepting legal representatwith respect to such claim by an attorney reasgnsddected by the Company,
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(3) cooperate with the Company in good faith ineorelffectively to contest such claim, and

(4) permit the Company to participate in any praidegs relating to such claim; provided, howeveat tthe Company shall bear and pay
directly all costs and expenses (including addélanterest and penalties) incurred in connectidth wuch contest and shall indemnify and
hold Executive harmless, on an after-tax basisafiyr Excise Tax or income, employment or othertasiuding interest and penalties with
respect thereto) imposed as a result of such reptation and payment of costs and expenses. Witimoiteition on the foregoing provisions
of this Section 12(c), the Company shall contrbpabceedings taken in connection with such cordest at its sole option, may pursue or
forgo any and all administrative appeals, procegglihearings and conferences with the taxing aityhiarrespect of such claim and may, at
its sole option, either direct Executive to pay tilve claimed and sue for a refund or contest thgrcin any permissible manner, and
Executive agrees to prosecute such contest toeandieiation before any administrative tribunal, iocart of initial jurisdiction and in one or
more appellate courts, as the Company shall detexrprovided further, that if the Company direckeé&utive to pay such claim and sue for a
refund, the Company shall advance the amount df pagment to Executive on an interest-free bagisshiall indemnify and hold Executive
harmless, on an after-tax basis, from any Excisedfancome, employment or other tax (includingeneist or penalties with respect to any
such taxes) imposed with respect to such advanegtlorespect to any imputed income with respecutch advance; and provided further,
that any extension of the statute of limitationatiag to payment of taxes for the taxable yeaExdcutive with respect to which such
contested amount is claimed to be due is limitdelg®o such contested amount. Furthermore, the @2my's control of the contest shall be
limited to issues with respect to which a GrossRagment would be payable
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hereunder and Executive shall be entitled to settlontest, as the case may be, any other issezirby the Internal Revenue Service or any
other taxing authority.

(d) If, after the receipt by Executive of an amoadvanced by the Company pursuant to Section 12kecutive becomes entitled to receive,
and receives, any refund with respect to such ¢lExecutive shall (subject to the Company's conmgywith the requirements of Section 12
(c)) promptly pay to the Company the amount of sigfhind (together with any interest paid or creditteereon after taxes applicable thereto).
If, after the receipt by Executive of an amountathed by the Company pursuant to Section 12(®texrmhination is made that Executive
shall not be entitled to any refund with respectuoh claim and the Company does not notify Exeedti writing of its intent to contest such
denial of refund prior to the expiration of thi§0) days after such determination, then such ambsahall be forgiven and shall not be
required to be repaid and the amount of such advahall offset, to the extent thereof, the amofi@mmss-Up Payment required to be paid.

13. Payment for Options and Stock. In the everat @bntrol Termination of this Agreement, Executinay elect, within sixty (60) days after
such Control Termination, to receive a lump-summpagt from the Company in return for surrender leyExecutive of all or any portion of
the options then outstanding held by the Executiveurchase shares of common stock of the Compamekercised Options") and all or ¢
portion of the common stock of the Company thenexvioy Executive (the "Owned Stock"). For purpodahis provision, Unexercised
Options shall include all outstanding options wieethr not they are exercisable at the time of thetien by Executive hereunder. For each
Unexercised Option to purchase one share of constumk, the Company shall pay to Executive an ameqgual to the highest per share fair
market value of the common stock on any day duttiegperiod beginning six (6) months prior to théedaf Executive's
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election pursuant to this Section. To compensagxtive for his loss of the potential future spativk value of the Unexercised Options,
there shall be no deduction of Executive's exengigz per share for each Unexercised Option fioenaimount to be received by Executive
pursuant to the foregoing sentence. For each stfi@®ned Stock, the Company also shall pay to Etkeethe highest fair market value per
share of the common stock on any date during thiegeeginning six (6) months prior to the daté&eaEcutive's election pursuant to this
Section. The payment due from the Company pursoahis

Section shall be made to Executive within ten @#&)s after the date of his election hereundernagaxecution and delivery by Executive to
the Company of an appropriate agreement confirrniagurrender of the Unexercised Options and thi#icates duly endorsed by Execulti
for the Owned Stock.

15. Character of Termination Payments. The amauanpable to Executive upon any termination of thigsegement shall be considered
severance pay in consideration of past servicedered on behalf of the Company and his continuedcgefrom the date hereof to the date
becomes entitled to such payments. Executive bhak no duty to mitigate his damages by seekingramployment and, should Executive

actually receive compensation from any such othgsleyment, the payments required hereunder shalbb@oeduced or offset by any such
other compensation.

16. Grant of Stock Option. On the Approval Date, @ompany shall grant to Executive, a nonquali§ietk option under the Code to
purchase One Million Five Hundred Thousand (1,500)&hares of common stock at the fair market vakreshare of common stock on the
Effective Date. Such stock option shall expire {&0) years after the Approval Date of grant andldfecome exercisable with respect to one-
half of the shares covered on the third annivereéitite Approval Date, with respect to one-quasfesuch shares on the fourth anniversary of
the
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Approval Date and with respect to the remaining-quarter of such shares on the fifth anniversahefApproval Date. If the Approval De
is subsequent to any stock dividend, stock s@iapitalization, merger, consolidation, stock carmation or exchange of shares affecting the
common stock, appropriate adjustment shall be nratlee nature and number of shares or other seuof the Company (or securities
issued by a corporation into which the Companyrhasged or with which the Company has consolidatelject to the options provided for
in this Section by the good faith determinatiortt@f Compensation Committee.

17. Arbitration of All Disputes. Any controversy olaim arising out of or relating to this Agreementthe breach thereof, shall be settled by
arbitration in the City of Indianapolis, Indiana,accordance with the laws of the State of Indianthree arbitrators, one of whom shall be
appointed by the Company, one by Executive andhiing of whom shall be appointed by the first twbitrators. If the first two arbitrators
cannot agree on the appointment of a third arbitralhen the third arbitrator shall be appointedhsy Chief Judge of the United States Dis
Court for the Southern District of Indiana. Theiadiion shall be conducted in accordance withrthies of the American Arbitration
Association, except with respect to the selectibarbitrators which shall be as provided in thigt@e. Judgment upon the award rendere:
the arbitrators may be entered in any court hajrigdiction thereof. In the event that it shalltecessary or desirable for Executive to retain
legal counsel and/or incur other costs and expansamnection with the enforcement of any andalis rights under this Agreement, the
Company shall pay (or Executive shall be entitedeicover from the Company, as the case may begasonable attorneys' fees and costs
and expenses in connection with such rights, régssaf the final outcome, unless the arbitratbedl fletermine that under the circumstar
recovery by Executive of all or a part of any stes and costs and expenses would be unjust.
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18. Notices. Any notice required or permitted tagbeen under this Agreement shall be sufficiennifvriting and if sent by certified
registered mail to his residence, in the case ethtive, or to its principal offices in the casel Company.

19. Waiver of Breach and Severability. The waiweeliher party of a breach of any provision of tAgreement by the other party shall not
operate or be construed as a waiver of any subaefueach by either party. In the event any provisif this Agreement is found to be
invalid or unenforceable, it may be severed fromAlgreement and the remaining provisions of theeAgrent shall continue to be binding
and effective.

20. Entire Agreement. This instrument containsethire agreement of the parties. It may not be ghdrorally, but only by an agreement in
writing signed by the party against whom enforcenudérany waiver, change, modification, extensiomigcharge is sought. This Agreement
supersedes and replaces all prior employment amgpeonsatory agreements, understandings and arrantebstween Executive and the
Company or any subsidiary of the Company.

21. Binding Agreement and Governing Law. This Agneat shall be binding upon and shall insure tdoreefit of the parties and their
successors in interest and shall be construedciordance with and governed by the laws of the Stfbediana. This Agreement is personz
each of the parties hereto, and neither party rsaiga nor delegate any of its rights or obligatibaseunder without the prior written consent
of the other.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.
CONSECO, INC.

/'s/ ROLLIN M DI CK /'s/ STEPHEN C. HI LBERT

Rollin M Dick Stephen C. Hil bert

"Company" "Executive"
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EMPLOYMENT AGREEMENT

EMPLOYMENT AGREEMENT, dated as of July 1, 1991 amsended and restated as of May 14, 1998, betwe®&BSEQGO, INC., an Indiar
corporation (hereinafter called the "Company"), &uilin M. Dick (hereinafter called "Executive").

RECITALS

WHEREAS, Executive has been employed by the Comfarg number of years and the services of Exeeutiis managerial and
professional experience, and his knowledge of tfagrs of the Company are of great value to the Gany;

WHEREAS, the Company deems it to be essential torliave the benefit and advantage of the serat#se Executive for an extended
period; and

WHEREAS, the Company and Executive are parties teraployment agreement dated July 1, 1991, as adesdMarch 12, 1996 and
October 29, 1997 (as so amended the "Existing Eynpéait Agreement"), and the Company and Executig&geléo make certain
modifications to the Existing Employment Agreement;

NOW, THEREFORE, in consideration of the foregoimg éhe mutual covenants contained herein, thegsaatjree the Existing Employmt
Agreement be amended and restated in its entiodig s follows:

1. Employment. The Company hereby employs ExecuatinteExecutive hereby accepts employment uporetinestand conditions hereinaf
set forth.

2. Term. The effective date of this Agreement shallDuly 1, 1991. Subject to the provisions fomieation as provided in Section 10 hereof,
the term of this Agreement shall be the period tieigig July 1, 1991 and ending December 31, 200tkeiih&fter called the "Basic
Employment Period").

3. Duties. Executive is engaged by the Companyiex@cutive capacity as its chief financial officekecutive shall report to the Chief
Executive Officer regarding the performance ofdusies and shall be subject to the direction amdrobof the Board of Directors of the
Company (sometimes referred to herein as the "Bpard] the Chief Executive Officer. Executive'sifios with the Company shall initially
be Executive Vice President, and such other positas may be determined from time to time by thar8o

4. Extent of Services. Executive, subject to thheaion and control of the Chief Executive Offieard the Board, shall have the power and
authority commensurate with his executive statusracessary to perform his duties hereunder. Tmep@ay agrees to provide to Executive
such assistance and work accommodations as aablguit the character of his positions with the @any and adequate for the performance
of his duties. Executive shall devote his entirgkayable time, attention and best efforts to thsiess of the Company, and shall not,
without the consent of the Company, during



the term of this Agreement be actively engagechina@her business activity, whether or not suchirtass activity is pursued for gain, profit
or other pecuniary advantage; but this shall natdrestrued as preventing Executive from investiisgassets in such form or manner as will
not require any services on the part of Executivéné operation of the affairs of the companiewliich such investments are made. For
purposes of this Agreement, full-time employmerglksbhe the normal work week for individuals in comngble executive positions with the
Company.

5. Compensation.

(a) As compensation for services hereunder rendiugdg the term hereof, Executive shall receivmse salary ("Base Salary") of Two
Hundred Fifty Thousand Dollars ($250,000) per ygsyable in equal installments in accordance wighGompany's payroll procedure for its
salaried employees. Salary payments shall be dubjedthholding of taxes and other appropriate anstomary amounts. Executive may
receive increases in his Base Salary from timéne,tbased upon his performance in his executidenasmnagement capacity. The amounts of
any such salary increases shall be approved bBdhed or the Compensation Committee of the Boamhupe recommendation of the Chief
Executive Officer.

(b) In addition to Base Salary, Executive may reeauch other bonuses or incentive compensatitimeaSompensation Committee or the
Board may approve from time to time, upon the reo@mdation of the Chief Executive Officer.

6. Fringe Benefits.

(a) Executive shall be entitled to participateuets existing employee benefit plans and insuramegrams offered by the Company, or which
it may adopt form time to time, for its executivamagement or supervisory personnel generally,dordance with the eligibility
requirements for participation therein. Nothingdiarshall be construed so as to prevent the Comfsamymodifying or terminating any
employee benefit plans or programs, or employegéribenefits, it may adopt from time to time.

(b) During the term of this Agreement, the Compahgll pay Executive a monthly automobile allowaincthe amount of Six Hundred
Dollars ($600), and the Company shall pay direotlghall reimburse Executive for the cost of firgtthe incurs in using his automobile.

(c) Executive shall be entitled to four (4) weeksation with pay for each year during the term bkre

(d) Executive may incur reasonable expenses fanptimg the Company's business, including expermesritertainment, travel, and similar
items. The Company shall reimburse Executive foswath reasonable expenses upon Executive's pepoeentation of an itemized account
of such expenditures.



(e) The Company shall, upon periodic presentatf@abtsfactory evidence and to a maximum of TenuBamd Dollars ($10,000) per each
year of this Agreement, reimburse Executive fosoeamble medical expenses incurred by Executivéhemdependents which are
otherwise covered by health insurance providedxichtive under

Section 6(a).

(f) During the term of this Agreement, the Compahwll at its expense maintain a term life insurgraey or policies on the life of
Executive in the face amount of Five Hundred ThadsRollars ($500,000), payable to such benefictasig Executive may designate.

7. Disability. If Executive shall become physicadlymentally disabled during the term of this Agremt to the extent that his ability to
perform his duties and services hereunder is nadleend adversely impaired, his salary, bonus@hedr compensation provided herein shall
continue while he remains employed by the Compprgvided, that if such disability (as confirmed dympetent medical evidence)
continues for at least nine (9) consecutive morittsCompany may terminate Executive's employmergunder in which case the Company
shall immediately pay Executive a lump sum paynegputal to one-quarter of the sum of his annual gaad bonus with respect to the most
recent fiscal year then ended and, provided furthet no such lump sum payment shall be requfredch disability arises primarily from: |
chronic depressive use of intoxicants, drugs ocatas, or (b) intentionally self-inflicted injurgr intentionally self-induced sickness; or (c) a
proven unlawful act or enterprise on the part of&xive.

8. Disclosure of Information. Executive acknowlesigieat in and as a result of his employment with@ompany, he has been and will be
making use of, acquiring and/or adding to config@nimformation of the Company of a special andquiei nature and value. As a material
inducement to the Company to enter into this Ageeand to pay to Executive the compensation stated

Section 5, as well as any additional benefits dtatein, Executive covenants and agrees thatdiensit, at any time during or following the
term of his employment, directly or indirectly, dige or disclose for any purpose whatsoever, anfigential information that has been
obtained by or disclosed to him as a result oEhiployment with the Company. Upon the terminatibthis Agreement, Executive shall
return all materials obtained from or belongingite Company which he may have in his possessieomrol. In the event of a breach or
threatened breach by Executive of the provisiorthisfSection, the Company shall be entitled tinfumction restraining Executive from
utilizing or disclosing, in whole or in part, suofaterial, or from rendering any service to any peydirm, corporation, association, or other
entity to which such material might be useful, andny and all persons directly or indirectly agtfor or with Executive. Nothing herein
shall be construed as prohibiting the Company fpomsuing any other remedies available to the Comfamsuch breach or threatened
breach, including the recovery of damages from Eiee.

9. Covenants Against Competition and Solicitatiérecutive acknowledges that the services he ieridar to the Company are of a special
and unusual character, with a unique value to mgany, the loss of which cannot adequately be emsgted by damages or an action at
law. In view of the unique value to the Companyhaf



services of Executive for which the Company hadreated hereunder, because of the confidentiatimftion to be obtained by, or disclosed
to, Executive as hereinabove set forth, and astarifabinducement to the Company to enter into A&gseement and to pay to Executive the
compensation stated in Section 5, as well as adiiadal benefits stated herein, and other goodwaidable consideration, Executive
covenants and agrees that throughout the Basicdymgint Period, Executive shall not, directly oriiedtly, anywhere in the United State:
America (i) render any services, as an agent, ienégnt contractor, consultant or otherwise, or tecemployed or compensated by, any
other corporation, person or entity engaged irbtgness of selling or providing life or accidentahealth insurance products or services; (ii)
in any manner compete with the Company or anysofubsidiaries; (iii) solicit or attempt to convirtother insurance carriers providing th
same or similar products or services provided lByGbmpany and its subsidiaries, any customerslaypolders of the Company, or any of
its subsidiaries; or (iv) solicit for employmentemploy any employee of the Company or any ofutssiiaries. The covenants of Executive
in this Section 9 shall be void and unenforceablié event of a Control Termination of this Agresinas defined in Section 10 below.

10. Termination.

(a) Either the Company or Executive may terminate Agreement at any time for any reason upon eittotice to the other. This Agreen
shall also terminate upon (i) the death of Exe@utiv (ii) termination by the Company pursuant totia 7.

(b) In the event this Agreement is terminated ®y@ompany and such termination is not pursuaritddaist sentence of (a) above or for "just
cause" as defined in (e) below and does not caisiit Control Termination as defined in (d) bel&wxecutive shall be entitled to receive his
Base Salary, as determined pursuant to Sectiorh&¢apf, for the remainder of the Basic Employnfeamtiod and all other unpaid amounts
previously accrued or awarded pursuant to any qttmrision of this Agreement.

(c) In the event this Agreement is terminated leydkath of Executive, is terminated by the Comganyjust cause" as defined in

(e) below, or is terminated by Executive and secmination does not constitute a Control Termimats defined in (d) below, Executive
shall be entitled to receive his Base Salary asigeal in Section 5(a) accrued but unpaid as ofitite of termination, and all other unpaid
amounts previously accrued or awarded pursuantytather provision of this Agreement.

(d) The term "Control Termination" as used heréiallmean (a) termination of this Agreement by @@mnpany in anticipation of or
following a "change in control" of the Company (Bfined below), or

(b) termination of this Agreement by Executive doling "change in control" of the Company (as dedibelow) upon the occurrence of any
of the following events:



(i) significant change in the nature or scope oédirive's authorities or duties from those desdribe
Section 3, a reduction in his total compensatiomfthat provided in Section 5, or a breach by tben@any of any other provision of this
Agreement; or

(i) reasonable determination by Executive thata assult of a change in circumstances signifigeafiecting his position, he is unable to
exercise the authorities, powers, functions oreduéittached to his position and contemplated btid®e8 of this Agreement, or

(iii) the Company's principal executive offices aneved outside the geographic area comprised oioM&ounty, Indiana, and the seven
contiguous counties or Executive is required tolnadra location other than the Company's prinagaicutive offices; or

(iv) the giving of notice of termination by Exectgiduring the 6-month period commencing six (6) therafter the change in control.

The term "change in control" shall mean a changmintrol of a nature that would be required todggorted in response to Iltem 6(e) of
Schedule 14A of Regulation 14A promulgated underSkcurities Exchange Act of 1934 (the "Act") adsed effective January 20, 1987,
provided that, without limitation, such a changedmtrol shall be deemed to have occurred if andndither (A) except as provided in (y)
below, any "person” (as such term is used in Sesti3(d) and 14(d) of the Act) is or becomes a éfieial owner" (as such term is definec
Rule 13d-3 promulgated under the Act), directlyrafirectly, of securities of the Company represem®5% or more of the combined voting
power of the Company's then outstanding secustitisled to vote with respect to the election efBoard of Directors or (B) as the result «
tender offer, merger, consolidation, sale of asegtsontest for election of directors, or any camabion of the foregoing transactions or
events, individuals who were members of the Bo&idiectors of the Company immediately prior to augch transaction or event shall not
constitute a majority of the Board of Directorddaling such transaction or event.

(e) For purposes of this Agreement "just causell siigan and include:

(i) Executive's breach of any provisions of thisrégment, or his use of alcohol or drugs which fetess with the performance of his duties
hereunder or which compromises the integrity apditaion of the Company, its employees, and praduct

(i) Executive's conviction by a court of law, atraission that he is guilty, or a felony or othama involving moral turpitude;

(iii) Executive's absence from his employment othan as a result of Section 7 hereof, for whatewaese, for a period of more than one (1)
month, without prior written consent from the Compa



(iv) Executive becomes incompetent or is reasonabfble to undertake and discharge the dutiesespbnsibilities of his position; or

(v) Executive's gross negligence, willful malfeasaor fraud or dishonesty in performing his sersioa behalf of the Company pursuant to
this Agreement.

11. Payments for Control Termination. In the ew&fra Control Termination of this Agreement, the Qamy shall pay Executive and provide
him with the following:

(a) During the remainder of the Basic Employmenidee the Company shall continue to pay ExecutiseBase Salary at the same rate as
payable immediately prior to the date of termimatdus the estimated amount of any bonuses to wigchould have been entitled had he
remained in the employ of the Company and a changentrol of the Company had not occurred.

(b) During the remainder of the Basic Employmenidk Executive shall continue to be treated asraployee under the provisions of all
incentive compensation arrangements applicablega@bmpany's executive employees. In addition, &kee shall continue to be entitled to
all benefits and service credits for benefits undedical, insurance and other employee benefitsplarograms and arrangements of the
Company as if he were still employed under thise®gnent and a change in control of the Company badaturred.

(c) If, despite the provisions of paragraph (b)\ahydoenefits under any employee benefit plan stailbe payable or provided under any such
plan to Executive, or his dependents, beneficianiesestate, because he is no longer an employtbe Gfompany, the Company itself shall,
to the extent necessary, pay or provide for payrokstich benefits and service credits for such tiksrte Executive, his dependents,
beneficiaries and estate.

(d) If, despite the provisions of paragraph (b)\ahdenefits or the right to accrue further besafitder any stock option or other incentive
compensation arrangement shall not be providedruantdesuch arrangement to Executive, or his depeadbeneficiaries and estate, because
he is no longer an employee of the Company, thepaom shall, to the extent necessary, pay or prd@dpayment of such benefits to
Executive, his dependents, beneficiaries and estate

12. Severance Allowance. In the event of a Cortesimination of this Agreement, Executive may elegthin 60 days after such Control
Termination, to be paid a lump sum severance alo@ain lieu of the termination payments providedif Section 11 above, in an amount
which is equal to the sum of the amounts determinedcordance with the following clauses (a) and (

(a) an amount equivalent to salary payments far@d@ndar months at the rate of Base Salary whichidhéd have been entitled to receive in
accordance with Section 5(a); and



(b) an amount equivalent to 60 calendar monthsaotib at the greater of (i) the monthly rate oflibaus payment for the annual bonus pe
immediately prior to this termination date, or {tie monthly rate of the estimated amount of theulsdor the annual bonus period which
includes his termination date.

In the event that Executive makes an election untsto this Section to receive a lump sum severafioeance of the amount described in
clauses (a) and (b), then, in addition to such afydwe shall receive (i) in addition to the bereefitovided under any deferred compensation,
retirement or pension benefit plan maintained l®yGompany, the benefits he would have accrued usudr benefit plan if he had remained
in the employ of the Company and such plan had iregdan effect for 60 calendar months after hisni@ation, which benefits will be paid
concurrently with, and in addition to, the benefitevided under such benefit plan, and (ii) the leyge benefits (including, but not limited
to, coverage under any medical insurance andrgarance arrangements or programs) to which hedarmile been entitled under all
employee benefit plans, programs or arrangemenigtanzed by the Company if he had remained in theley of the Company and such
plans, programs or arrangements had remaineddntdtir 60 calendar months after his terminatiarthe value of the amounts described in
clauses (i) and (ii) next preceding. The amounhefpayments described in the preceding senteratibghdetermined and such payments
shall be distributed as soon as it is reasonabdgipte.

13. Tax Indemnity Payments. (a) Anything in thisrégment to the contrary notwithstanding, in thentiteshall be determined that any
payment or distribution by the Company or its &fféd companies to or for the benefit of Execupiaél or payable or distributed or
distributable pursuant to the terms of the Agreen(ieunt determined without regard to any additigmeyments required under this Section 13,
a "Payment”) would be subject to the excise taxosel by Section 4999 of the Internal Revenue C6d88&6 (as amended the "Code"), or
any successor provision (collectively, "Section #99or any interest or penalties are incurred Rgdiitive with respect to such excise tax
(such excise tax, together with any such intenedtpenalties, are hereinafter collectively refet@ds the "Excise Tax"), then Executive shall
be entitled to receive an additional payment (2045+Up Payment") in an amount such that after payime Executive of all taxes (including
any interest or penalties imposed with respectith $axes), including, without limitation, any Feale state or local income and employment
taxes and Excise Tax (and any interest and pesaftiposed with respect to any such taxes) impoped the Gross-Up Payment, Executive
retains an amount of the Gross-Up Payment equbkt&xcise Tax imposed upon the Payments.

(b) Subject to the provisions of Section 13(c)dallerminations required to be made under this@e&8, including whether and when a
Gross-Up Payment is required and the amount of &roks-Up Payment and the assumptions to be wilizarriving at such determination,
shall be made by the Company's public accountimg fihe "Accounting Firm") which shall provide di¢al supporting calculations both to
the Company and Executive within fifteen (15) bessdays of the receipt of notice from Executia there has been a Payment, or such
earlier time as is requested by the Company. Iretleat that the Accounting Firm is serving as aotant or auditor for the
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individual, entity or group effecting the Changedontrol, Executive may appoint another nationedlyognized public accounting firm to
make the determinations required hereunder (whicbunting firm shall then be referred to as thedArtting Firm hereunder). All fees and
expenses of the Accounting Firm shall be bornelgblg the Company. Any Gross-Up Payment, as detegthpursuant to this Section 13,
shall be paid by the Company to Executive withire f{5) days of the receipt of the Accounting Firdésermination. If the Accounting Firm
determines that no Excise Tax is payable by Exeeuti shall furnish Executive with a written opni that failure to report the Excise Tax on
Executive's applicable federal income tax returildaot result in the imposition of a negligencesionilar penalty. Any determination by t
Accounting Firm shall be binding upon the Compangt Executive. As a result of the uncertainty in &pplication of Section 4999 at the
time of the initial determination by the AccountiRgm hereunder, it is possible that adjustmentg beadetermined at any time of Gross-Up
Payments which should have been made by the Com{pldngerpayment"), consistent with the calculatioeguired to be made hereundel
the event that the Company exhausts its remedissi@not to

Section 13(c) and Executive thereafter is requioethake a payment of any Excise Tax, the Accourfiingy shall determine the amount of
the Underpayment that has occurred and any suckrgagment shall be promptly paid by the Companyrtior the benefit of Executive.

(c) Executive shall notify the Company in writinfamy claim by the Internal Revenue Service thfagyccessful, would require a change in
the amount of the payment by the Company of thes€up Payment. Such notification shall be given asyszopracticable after Executive
informed in writing of such claim and shall apprike Company of the nature of such claim and the dia which such claim is requested to
be paid; provided that the failure to give any e@fpursuant to this Section 13(c) shall not impaiecutive's rights under this Section 13
except to the extent the Company is materiallyygliepd thereby. Executive shall not pay such claiiior to the expiration of the 30-day
period following the date on which Executive giwegh notice to the Company (or such shorter pesiwting on the date that any payment of
taxes with respect to such claim is due). If thenPany notifies Executive in writing prior to thepéation of such period that it desires to
contest such claim, Executive shall:

(1) give the Company any information reasonablyiestied by the Company relating to such claim,

(2) take such action in connection with contestingh claim as the Company shall reasonably reguegiting from time to time, including,
without limitation, accepting legal representatwith respect to such claim by an attorney reasgnsddected by the Company,

(3) cooperate with the Company in good faith ineorelffectively to contest such claim, and

(4) permit the Company to participate in any praidegs relating to such claim; provided, howeveat tthe Company shall bear and pay
directly all costs and expenses (including addélanterest and penalties) incurred in connectidth wuch contest and shall indemnify and
hold Executive harmless, on an after-tax basisaifiyr



Excise Tax or income, employment or other tax (idaig interest and penalties with respect thelietppsed as a result of such represent
and payment of costs and expenses. Without limitatdih the foregoing provisions of this

Section 13(c), the Company shall control all praiegs taken in connection with such contest andsale option, may pursue or forgo any
and all administrative appeals, proceedings, hgaramd conferences with the taxing authority ipees of such claim and may, at its sole
option, either direct Executive to pay the taxmad and sue for a refund or contest the claim ynpgammissible manner, and Executive agi
to prosecute such contest to a determination bafayeadministrative tribunal, in a court of initjakisdiction and in one or more appellate
courts, as the Company shall determine; providetidu, that if the Company directs Executive to pagh claim and sue for a refund, the
Company shall advance the amount of such paymetxeoutive on an interest-free basis and shallimiy and hold Executive harmless,
on an after-tax basis, from any Excise Tax or inepemployment or other tax (including interest engities with respect to any such taxes)
imposed with respect to such advance or with rddpeany imputed income with respect to such adeaand provided further, that any
extension of the statute of limitations relatingpiyment of taxes for the taxable year of Executiith respect to which such contested
amount is claimed to be due is limited solely tolsaontested amount. Furthermore, the Companytsatarf the contest shall be limited to
issues with respect to which a Gross-Up Paymentduoei payable hereunder and Executive shall bédexhto settle or contest, as the case
may be, any other issue raised by the Internal Rev&ervice or any other taxing authority.

(d) If, after the receipt by Executive of an amoadvanced by the Company pursuant to Section 1Bkegutive becomes entitled to receive,
and receives, any refund with respect to such ¢l&xecutive shall (subject to the Company's conmgywith the requirements of Section 12
(c)) promptly pay to the Company the amount of suefhind (together with any interest paid or crediiteereon after taxes applicable thereto).
If, after the receipt by Executive of an amountathed by the Company pursuant to Section 13(®texrmhination is made that Executive
shall not be entitled to any refund with respectuoh claim and the Company does not notify Exeedti writing of its intent to contest such
denial of refund prior to the expiration of thirty

(30) days after such determination, then such azbsahall be forgiven and shall not be requiredetedpaid and the amount of such advance
shall offset, to the extent thereof, the amourBadss-Up Payment required to be paid.

14. Payment for Options and Stock. In the everat @bntrol Termination of this Agreement, Executinay also elect, within sixty (60) days
after such Control Termination, to receive a lummgayment from the Company in return for surrermyethe Executive of all or any porti
of the options then outstanding held by the Ex&eutd purchase shares of common stock of the Coynfiaimexercised Options"), all or any
portion of the units or rights credited to Execatin any deferred compensation plan payable in comstock ("Deferred Compensation
Units") and all or any portion of the common st@ékhe Company then owned by Executive (the "Owatmxtk"). For purposes of this
provision, Unexercised Options shall include alistanding options whether or not they are exertésabthe time of the election by Execu
hereunder. For each Unexercised Option to purchiaseshare of common stock, the Company shall p&xézutive an amount equal to the
highest per share fair market value of the comntockson any day



during the period beginning six (6) months priottte date of Executive's election pursuant to $igistion. To compensate Executive for his
loss of the potential future speculative valuehef tynexercised Options, there shall be no dedudfiéxecutive's exercise price per share for
each Unexercised Option from the amount to be veddby him pursuant to the foregoing sentence eoh share of Owned Stock or
Deferred Compensation Unit, the Company shall pagxecutive the highest fair market value per slvitbe common stock on any date
during the period beginning six (6) months priothe date of Executive's election pursuant to $l@stion. The payment due from the
Company pursuant to this Section shall be madexéziive within ten (10) days after the date ofdiection hereunder, against execution
and delivery by Executive to the Company of an appate agreement confirming his surrender of thexércised Options and Deferred
Compensation Units and the certificates duly eretbtsy Executive for the Owned Stock.

15. Character of Termination Payments. The amauanable to Executive upon any termination of thigsegement shall be considered
severance pay in consideration of past servicedered on behalf of the Company and his continuedcgefrom the date hereof to the date
becomes entitled to such payments. Executive bhak no duty to mitigate his damages by seekingramployment and, should Executive
actually receive compensation from any such othgsleyment, the payments required hereunder shalbb@oeduced or offset by any such
other compensation.

16. Right of First Refusal to Purchase Stock. Ekeelagrees that the Company shall have througth@uBasic Employment Period the right
of first refusal to purchase all or any portiortioé shares of the Company's common stock ownednbythe "Shares") at the following price:

(a) in the event of a bona fide offer for the Skar any part thereof, received by Executive faomg other person (a "Third Party Offer"), the
price to be paid by the Company shall be the m@tdorth in such Third Party Offer; and

(b) in the event Executive desires to sell the &haor any part thereof, in the public securitieskat, the price to be paid by the Company
shall be the last sale price quoted on the New &tdck Exchange (or any other exchange or natimaaket system upon which price
quotations for the Company's common stock are sefyuhvailable) for the Company's common stockhmnlast business day preceding the
date on which Executive notifies the Company ohstdesire.

In the event Executive shall receive a Third Parier which he desires to accept, he shall delisehe Company a written notification of t
terms thereof and the Company shall have a pefid8 diours after such delivery in which to notifydeutive of its desire to exercise its right
of first refusal hereunder.

In the event Executive desires to sell any portibthe Shares in the public market he shall delisgehe Company a written notification of 1
amount of Shares he desires to sell, and the Coyrg¥aail have a period of 24 hours after such defite notify Executive of its desire to
exercise its right of first refusal hereunder wigspect to such amount of Shares.
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Upon each exercise by the Company of its rightret fefusal hereunder, it shall make payment tedtxive for the Shares in accordance
standard practice in the securities brokerage ingluafter each failure by the Company to exerdgiseight of first refusal hereunder,
Executive may proceed to complete the sale of Sharesuant to the Third Party Offer or in the opwarket in accordance with his
notification to the Company, but his failure to quete such sale within two weeks after his notifarato the Company shall reinstate the
Company's right of first refusal with respect thierand require a new notification to the Company.

17. Arbitration of All Disputes. Any controversy olaim arising out of or relating to this Agreementthe breach thereof, shall be settled by
arbitration in the City of Indianapolis, Indiana,accordance with the laws of the State of Indianthree arbitrators, one of whom shall be
appointed by the Company, one by Executive andhiing of whom shall be appointed by the first twbitrators. If the first two arbitrators
cannot agree on the appointment of a third arbitralhen the third arbitrator shall be appointedhsy Chief Judge of the United States Dis
Court for the Southern District of Indiana. Theiadiion shall be conducted in accordance withrthies of the American Arbitration
Association, except with respect to the selectibarbitrators which shall be as provided in thigt@e. Judgment upon the award rendere:
the arbitrators may be entered in any court hajrigdiction thereof. In the event that it shalltecessary or desirable for Executive to retain
legal counsel and/or incur other costs and expansamnection with the enforcement of any andalis rights under this Agreement, the
Company shall pay (or Executive shall be entitedeicover from the Company, as the case may begasonable attorneys' fees and costs
and expenses in connection with the enforcemeatyfarbitration award in court, regardless of thalfoutcome, unless the arbitrators shall
determine that under the circumstances recoveyxegutive of all or a part of any such fees andscasd expenses would be unjust.

18. Notices. Any notice required or permitted tagbeen under this Agreement shall be sufficienifvriting and if sent by registered mail to
his residence, in the case of Executive, or tdothgness office of its Chief Executive Officer tive case of the Company.

19. Waiver of Breach and Severability. The waiweeliher party of a breach of any provision of tAgreement by the other party shall not
operate or be construed as a waiver of any subaefueach by either party. In the event any provisif this Agreement is found to be
invalid or unenforceable, it may be severed fromAlgreement and the remaining provisions of theeAgrent shall continue to be binding
and effective.

20. Entire Agreement. This instrument containsethiire agreement of the parties and supersedpa@ilagreements between them. This
agreement may not be changed orally, but only bipstnument in writing signed by the party agaiwibm enforcement of any waiver,
change, modification, extension or discharge ighbu

21. Binding Agreement and Governing Law; Assignmiantited. This Agreement shall be binding upon ahdll inure to the benefit of the
parties and their lawful successors in interestsiral be construed in accordance with and goveloyettie laws of the State of Indiana. This
Agreement is personal to each of the parties heaetd neither party may assign nor delegate aiitg afjhts or obligations hereunder without
the prior written consent of the other.
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IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

"Company"

"Executive"”

CONSECO, INC.

/'s/ STEPHEN C. HI LBERT

Stephen C. Hilbert
Chai rman of the Board

/s/ ROLLIN M DI CK

Rollin M Dick
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EMPLOYMENT AGREEMENT

EMPLOYMENT AGREEMENT, dated as of the 17th day afgust, 1992, as amended and restated as of May928, between CONSECO,
INC., an Indiana corporation (hereinafter calleel t@ompany"), and Ngaire E. Cuneo (hereinaftereddlExecutive™).

RECITALS

WHEREAS, the services of Executive, her managandl professional experience, and her knowledgbheoéffairs of the Company are of
great value to the Company;

WHEREAS, the Company deems it to be essentialt torliave the benefit and advantage of the seratése Executive for an extended
period; and

WHEREAS, the Company and Executive are partieiteraployment agreement dated August 17, 1992, as@ed on March 12, 1996 (as
so amended the "Existing Employment Agreement'd), thie Company and Executive desire to make cemaitifications to the Existing
Employment Agreement;

NOW, THEREFORE, in consideration of the foregoimgl ¢he mutual covenancontained herein, the parties agree the Existingl&yment
Agreement be amended and restated in its entiodig s follows:

1. Employment. The Company hereby employs ExecuatinteExecutive hereby accepts employment uporetinestand conditions hereinaf
set forth.

2. Term. The effective date of this Agreement shalAugust 17, 1992. Subject to the provisiongdomination as provided in Section 10
hereof, the term of this Agreement shall be théopdneginning September 1, 1992 and ending DeceBhe2001 (hereinafter called the
"Basic Employment Period").

3. Duties. Executive is engaged by the Companyiex@cutive capacity as its executive vice presidénorporate development. Executive
shall report to the Chief Executive Officer regaglthe performance of her duties and shall be stiljethe direction and control of the Boi
of Directors of the Company (sometimes referredeiein as the "Board") and the Chief Executive €@ffi Executive's position with the
Company shall initially be Executive Vice Presideartd such other positions as may be determineud firme to time by the Board.

4. Extent of Services. Executive, subject to thheaion and control of the Chief Executive Offieard the Board, shall have the power and
authority commensurate with her executive statusratessary to perform her duties hereunder. Tihep@ny agrees to provide to Executive
such assistance and work accommodations as aablguit the character of her positions with the Gany and adequate for the performance
of her duties. Executive shall devote her entir@legable time, attention and best efforts
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to the business of the Company, and shall not,owitthe consent of the Company, during the terthisfAgreement be actively engaged in
any other business activity, whether or not sudirt@ss activity is pursued for gain, profit or atpecuniary advantage; but this shall not be
construed as preventing Executive from investingassets in such form or manner as will not reqaimg services on the part of Executive in
the operation of the affairs of the companies inclwisuch investments are made. For purposes oftinsement, full-time employment shall
be the normal work week for individuals in compaeatxecutive positions with the Company.

5. Compensation.

(a) As compensation for services hereunder rendiugdg the term hereof, Executive shall receivmse salary ("Base Salary") of Two
Hundred Fifty Thousand Dollars ($250,000) per ygsyable in equal installments in accordance wighGbompany's payroll procedure for its
salaried employees. Salary payments shall be dubjedthholding of taxes and other appropriate anstomary amounts. Executive may
receive increases in her Base Salary from timane,tbased upon her performance in her executidenr@nagement capacity. The amoun
any such salary increases shall be approved bBdhed or the Compensation Committee of the Boamhupe recommendation of the Chief
Executive Officer.

(b) In addition to Base Salary, Executive may reeauch other bonuses or incentive compensatitimeaSompensation Committee or the
Board may approve from time to time, upon the reo@mdation of the Chief Executive Officer.

6. Fringe Benefits.

(a) Executive shall be entitled to participateuets existing employee benefit plans and insuramegrams offered by the Company, or which
it may adopt form time to time, for its executivamagement or supervisory personnel generally,dordance with the eligibility
requirements for participation therein. Nothingdiarshall be construed so as to prevent the Comfsamymodifying or terminating any
employee benefit plans or programs, or employegéribenefits, it may adopt from time to time.

(b) During the term of this Agreement, the Compahgll pay Executive a monthly automobile allowaincthe amount of Six Hundred
Dollars ($600), and the Company shall pay directlghall reimburse Executive for the cost of firgttshe incurs in using her automobile.

(c) Executive shall be entitled to four (4) weeksation with pay for each year during the term bkre

(d) Executive may incur reasonable expenses fanptimg the Company's business, including expermesritertainment, travel, and similar
items. The Company shall reimburse Executive foswath reasonable expenses upon Executive's pepogentation of an itemized account
of such expenditures.



(e) The Company shall, upon periodic presentatf@abtsfactory evidence and to a maximum of TenuBamd Dollars ($10,000) per each
year of this Agreement, reimburse Executive fosos@ble medical expenses incurred by Executivehandependents which are 1
otherwise covered by health insurance providedxichtive under

Section 6(a).

(f) During the term of this Agreement, the Compahwll at its expense maintain a term life insurgraey or policies on the life of
Executive in the face amount of Five Hundred ThadsRollars ($500,000), payable to such benefictasig Executive may designate.

7. Disability. If Executive shall become physicadlymentally disabled during the term of this Agremt to the extent that her ability to
perform her duties and services hereunder is nadliesind adversely impaired, her salary, bonusathdr compensation provided herein s
continue while she remains employed by the Compgroxided, that if such disability (as confirmed diympetent medical evidence)
continues for at least nine (9) consecutive morittsCompany may terminate Executive's employmergunder in which case the Company
shall immediately pay Executive a lump sum paynegptal to one-quarter of the sum of her annualgalad bonus with respect to the most
recent fiscal year then ended and, provided furthet no such lump sum payment shall be requfredch disability arises primarily from: |
chronic depressive use of intoxicants, drugs ocatas, or (b) intentionally self-inflicted injurgr intentionally self-induced sickness; or (c) a
proven unlawful act or enterprise on the part of&xive.

8. Disclosure of Information. Executive acknowleglgigat in and as a result of her employment wighGlompany, she has been and will be
making use of, acquiring and/or adding to config@nimformation of the Company of a special andquiei nature and value. As a material
inducement to the Company to enter into this Ageeand to pay to Executive the compensation stated

Section 5, as well as any additional benefits dtaein, Executive covenants and agrees thatrgtlenst, at any time during or following t
term of her employment, directly or indirectly, dige or disclose for any purpose whatsoever, an§idential information that has been
obtained by or disclosed to her as a result oehgrloyment with the Company. Upon the terminatibthis Agreement, Executive shall
return all materials obtained from or belongingite Company which she may have in her possessioontrol. In the event of a breach or
threatened breach by Executive of the provisiorthisfSection, the Company shall be entitled tinfumction restraining Executive from
utilizing or disclosing, in whole or in part, suotaterial, or from rendering any service to any peydirm, corporation, association, or other
entity to which such material might be useful, andiny and all persons directly or indirectly agtfor or with Executive. Nothing herein
shall be construed as prohibiting the Company fpomsuing any other remedies available to the Comfamsuch breach or threatened
breach, including the recovery of damages from Efee.

9. Covenants Against Competition and SolicitatiBrecutive acknowledges that the services sherisnder to the Company are of a special
and unusual character, with a unique value to mgany, the loss of which cannot adequately be emsgted by damages or an action at
law. In view of the unique value to the Companyhaf services of Executive for which the Companydwgracted hereunder, because of the
confidential information to be obtained by, or dised to, Executive as hereinabove set
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forth, and as a material inducement to the Compamyter into this Agreement and to pay to Exeeuthe compensation stated in Section 5,
as well as any additional benefits stated hereid,ather good and valuable consideration, Executx@nants and agrees that throughout the
Basic Employment Period, Executive shall not, dlyear indirectly, anywhere in the United Statesfoherica (i) render any services, as an
agent, independent contractor, consultant or otiserver become employed or compensated by, any otinporation, person or entity
engaged in the business of selling or providing dif accident and health insurance products ofcg\(ii) in any manner compete with the
Company or any of its subsidiaries; (iii) solicitattempt to convert to other insurance carrieowiging these same or similar products or
services provided by the Company and its subs&baeny customers or policyholders of the Compangny of its subsidiaries; or (iv) soli

for employment or employ any employee of the Comypamany of its subsidiaries. The covenants of Exge in this Section 9 shall be void
and unenforceable in the event of a Control Tertionaof this Agreement as defined in Section 1®hel

10. Termination.

(a) Either the Company or Executive may terminate Agreement at any time for any reason upon @rittotice to the other. This Agreen
shall also terminate upon (i) the death of Exe@utiv (ii) termination by the Company pursuant totia 7.

(b) In the event this Agreement is terminated ®y@ompany and such termination is not pursuaritddatst sentence of (a) above or for "just
cause" as defined in (e) below and does not caisiit Control Termination as defined in (d) bel&xecutive shall be entitled to receive her
Base Salary, as determined pursuant to Sectiorh&¢apf, for the remainder of the Basic Employniegriod and all other unpaid amounts
previously accrued or awarded pursuant to any qttmrision of this Agreement.

(c) In the event this Agreement is terminated leydkath of Executive, is terminated by the Comganyjust cause" as defined in

(e) below, or is terminated by Executive and secmination does not constitute a Control Termimats defined in (d) below, Executive
shall be entitled to receive her Base Salary agiged in Section 5(a) accrued but unpaid as ofitite of termination, and all other unpaid
amounts previously accrued or awarded pursuamniyt@tner provision of this Agreement.

(d) The term "Control Termination" as used heréiallmean (a) termination of this Agreement by @@mnpany in anticipation of or
following a "change in control" of the Company ¢Bfined below), or

(b) termination of this Agreement by Executive doling "change in control" of the Company (as dedibelow) upon the occurrence of any
of the following events:

(i) significant change in the nature or scope of&xive's authorities or duties from those desdribeSection 3, a reduction in her total
compensation from that provided in
Section 5, or a breach by the Company of any giterision of this Agreement; or
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(i) reasonable determination by Executive thata assult of a change in circumstances signifigeafiecting her position, she is unable to
exercise the authorities, powers, functions oredusittached to her position and contemplated by
Section 3 of this Agreement, or

(iii) the Company's principal executive offices aneved outside the geographic area comprised oioM&ounty, Indiana, and the seven
contiguous counties or Executive is required tolwadra location other than the Company's prinogaicutive offices; or

(iv) the giving of notice of termination by Exeogiduring the 6-month period commencing six (6) therafter the change in control.

The term "change in control" shall mean a changminirol of a nature that would be required todygorted in response to Iltem 6(e) of
Schedule 14A of Regulation 14A promulgated underSkcurities Exchange Act of 1934 (the "Act") adsed effective January 20, 1987,
provided that, without limitation, such a changeamtrol shall be deemed to have occurred if andnndither (A) except as provided in (y)
below, any "person” (as such term is used in Sestid(d) and 14(d) of the Act) is or becomes a &fieral owner" (as such term is definec
Rule 13d-3 promulgated under the Act), directlyrafirectly, of securities of the Company represemn®5% or more of the combined voting
power of the Company's then outstanding secustitiled to vote with respect to the election efBoard of Directors or (B) as the result «
tender offer, merger, consolidation, sale of assetsontest for election of directors, or any camakion of the foregoing transactions or
events, individuals who were members of the Boddiectors of the Company immediately prior to esuch transaction or event shall not
constitute a majority of the Board of Directorddeling such transaction or event.

(e) For purposes of this Agreement "just causell siigan and include:

(i) Executive's breach of any provisions of thisrégment, or her use of alcohol or drugs which fates with the performance of her duties
hereunder or which compromises the integrity apditation of the Company, its employees, and praguct

(i) Executive's conviction by a court of law, atraission that she is guilty, or a felony or otheme involving moral turpitude;

(iii) Executive's absence from her employment othan as a result of Section 7 hereof, for whatewesse, for a period of more than one (1)
month, without prior written consent from the Compa

(iv) Executive becomes incompetent or is reasonabfble to undertake and discharge the dutiesespbnsibilities of her position; or
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(v) Executive's gross negligence, willful malfeasawor fraud or dishonesty in performing her sewioe behalf of the Company pursuant to
this Agreement.

11. Payments for Control Termination. In the ewafra Control Termination of this Agreement, the Qamy shall pay Executive and provide
her with the following:

(a) During the remainder of the Basic Employmentdee the Company shall continue to pay ExecutigeBase Salary at the same rate as
payable immediately prior to the date of terminagdus the estimated amount of any bonuses to wdfiehvould have been entitled had she
remained in the employ of the Company and a changentrol of the Company had not occurred.

(b) During the remainder of the Basic Employmenide Executive shall continue to be treated asraployee under the provisions of all
incentive compensation arrangements applicableea@ompany's executive employees. In addition, &kee shall continue to be entitled to
all benefits and service credits for benefits undedical, insurance and other employee benefitsplarograms and arrangements of the
Company as if she were still employed under thises&gent and a change in control of the Companynbadccurred.

(c) If, despite the provisions of paragraph (b)\ahhdenefits under any employee benefit plan stailbe payable or provided under any such
plan to Executive, or her dependents, beneficiamesestate, because she is no longer an emplbylee Gompany, the Company itself shall,
to the extent necessary, pay or provide for payragstich benefits and service credits for such tisrte Executive, her dependents,
beneficiaries and estate.

(d) If, despite the provisions of paragraph (b)\ehdenefits or the right to accrue further besafitder any stock option or other incentive
compensation arrangement shall not be providedruardesuch arrangement to Executive, or her depeadeeneficiaries and estate, bec
she is no longer an employee of the Company, thepaay shall, to the extent necessary, pay or peokad payment of such benefits to
Executive, her dependents, beneficiaries and estate

12. Severance Allowance. In the event of a Contesiination of this Agreement, Executive may elegthin 60 days after such Control
Termination, to be paid a lump sum severance alo®ain lieu of the termination payments providedif Section 11 above, in an amount
which is equal to the sum of the amounts determinedcordance with the following clauses (a) and (

(a) an amount equivalent to salary payments fazé@@ndar months at the rate of Base Salary whielwsiuld have been entitled to receive in
accordance with Section 5(a); and

(b) an amount equivalent to 60 calendar monthatib at the greater of (i) the monthly rate oflibaus payment for the annual bonus pe
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immediately prior to this termination date, or {tije monthly rate of the estimated amount of theulsdor the annual bonus period which
includes her termination date.

In the event that Executive makes an election @unsto this Section to receive a lump sum severalioeiance of the amount described in
clauses (a) and (b), then, in addition to such amfy@he shall receive (i) in addition to the betsefirovided under any deferred compensation,
retirement or pension benefit plan maintained leyGompany, the benefits she would have accruedrsudé benefit plan if she had
remained in the employ of the Company and such Ipahremained in effect for 60 calendar monthg &fiée termination, which benefits will
be paid concurrently with, and in addition to, Henefits provided under such benefit plan, andhg)employee benefits (including, but not
limited to, coverage under any medical insuranaklé@ insurance arrangements or programs) to whiehwould have been entitled unde
employee benefit plans, programs or arrangemenigtanzed by the Company if she had remained irethploy of the Company and such
plans, programs or arrangements had remainedentdtir 60 calendar months after her terminatiorthe value of the amounts described in
clauses (i) and (ii) next preceding. The amounthefpayments described in the preceding senteratiebghdetermined and such payments
shall be distributed as soon as it is reasonabdgipte.

13. Tax Indemnity Payments. (a) Anything in thisrégment to the contrary notwithstanding, in thengiteshall be determined that any
payment or distribution by the Company or its &fféd companies to or for the benefit of Execupiaé or payable or distributed or
distributable pursuant to the terms of the Agreen(ieunt determined without regard to any additigm@yments required under this Section 13,
a "Payment”) would be subject to the excise taxosel by Section 4999 of the Internal Revenue C6d88&6 (as amended the "Code"), or
any successor provision (collectively, "Section #99or any interest or penalties are incurred Rgdtitive with respect to such excise tax
(such excise tax, together with any such intenedtpenalties, are hereinafter collectively refe@ds the "Excise Tax"), then Executive shall
be entitled to receive an additional payment (2045+Up Payment") in an amount such that after payime Executive of all taxes (including
any interest or penalties imposed with respectith $axes), including, without limitation, any Feale state or local income and employment
taxes and Excise Tax (and any interest and pesattiposed with respect to any such taxes) impoped the Gross-Up Payment, Executive
retains an amount of the Gross-Up Payment equbkt&xcise Tax imposed upon the Payments.

(b) Subject to the provisions of Section 13(c)dallerminations required to be made under this@&e&8, including whether and when a
Gross-Up Payment is required and the amount of &roks-Up Payment and the assumptions to be wilizarriving at such determination,
shall be made by the Company's public accountimg fihe "Accounting Firm") which shall provide di¢al supporting calculations both to
the Company and Executive within fifteen (15) bessdays of the receipt of notice from Executia there has been a Payment, or such
earlier time as is requested by the Company. Iretleat that the Accounting Firm is serving as aotant or auditor for the individual, entity
or group effecting the Change in Control, Executivey appoint another
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nationally recognized public accounting firm to raake determinations required hereunder (whichwateg firm shall then be referred to
the Accounting Firm hereunder). All fees and expersf the Accounting Firm shall be borne solelth®yy Company. Any Groddp Paymen
as determined pursuant to this

Section 13, shall be paid by the Company to Exeeuwtiithin five (5) days of the receipt of the Accing Firm's determination. If the
Accounting Firm determines that no Excise Tax igaide by Executive, it shall furnish Executive wathwritten opinion that failure to report
the Excise Tax on Executive's applicable federabine tax return would not result in the impositadra negligence or similar penalty. Any
determination by the Accounting Firm shall be bingdupon the Company and Executive. As a resuli®imncertainty in the application of
Section 4999 at the time of the initial determioatby the Accounting Firm hereunder, it is possthkg adjustments may be determined at
any time of Gross-Up Payments which should have besde by the Company ("Underpayment”), consistéhtthe calculations required to
be made hereunder. In the event that the Compamusis its remedies pursuant to

Section 13(c) and Executive thereafter is requioethake a payment of any Excise Tax, the Accourfingy shall determine the amount of
the Underpayment that has occurred and any suckrgagment shall be promptly paid by the Companyrtior the benefit of Executive.

(c) Executive shall notify the Company in writinfamy claim by the Internal Revenue Service thfagyccessful, would require a change in
the amount of the payment by the Company of thes€up Payment. Such notification shall be given asysmopracticable after Executive
informed in writing of such claim and shall apprike Company of the nature of such claim and the dia which such claim is requested to
be paid; provided that the failure to give any e@fpursuant to this Section 13(c) shall not impaiecutive's rights under this Section 13
except to the extent the Company is materiallyygliepd thereby. Executive shall not pay such claiiior to the expiration of the 30-day
period following the date on which Executive giwegh notice to the Company (or such shorter pesiwting on the date that any payment of
taxes with respect to such claim is due). If thenPany notifies Executive in writing prior to thepéation of such period that it desires to
contest such claim, Executive shall:

(1) give the Company any information reasonablyiestied by the Company relating to such claim,

(2) take such action in connection with contestingh claim as the Company shall reasonably reguegiting from time to time, including,
without limitation, accepting legal representatwith respect to such claim by an attorney reasgnsddected by the Company,

(3) cooperate with the Company in good faith ineorelffectively to contest such claim, and

(4) permit the Company to participate in any praidegs relating to such claim; provided, howeveat tthe Company shall bear and pay
directly all costs and expenses (including addélanterest and penalties) incurred in connectidth wuch contest and shall indemnify and
hold Executive harmless, on an after-tax basisaifiyr



Excise Tax or income, employment or other tax (idaig interest and penalties with respect thelietppsed as a result of such represent
and payment of costs and expenses. Without limitatdih the foregoing provisions of this

Section 13(c), the Company shall control all praiegs taken in connection with such contest andsale option, may pursue or forgo any
and all administrative appeals, proceedings, hgaramd conferences with the taxing authority ipees of such claim and may, at its sole
option, either direct Executive to pay the taxmad and sue for a refund or contest the claim ynpgammissible manner, and Executive agi
to prosecute such contest to a determination bafayeadministrative tribunal, in a court of initjakisdiction and in one or more appellate
courts, as the Company shall determine; providetidu, that if the Company directs Executive to pagh claim and sue for a refund, the
Company shall advance the amount of such paymetxeoutive on an interest-free basis and shallimiy and hold Executive harmless,
on an after-tax basis, from any Excise Tax or inepemployment or other tax (including interest engities with respect to any such taxes)
imposed with respect to such advance or with rddpeany imputed income with respect to such adeaand provided further, that any
extension of the statute of limitations relatingpiyment of taxes for the taxable year of Executiith respect to which such contested
amount is claimed to be due is limited solely tolsaontested amount. Furthermore, the Companytsatarf the contest shall be limited to
issues with respect to which a Gross-Up Paymentduoei payable hereunder and Executive shall bédexhto settle or contest, as the case
may be, any other issue raised by the Internal Rev&ervice or any other taxing authority.

(d) If, after the receipt by Executive of an amoadvanced by the Company pursuant to Section 1Bkegutive becomes entitled to receive,
and receives, any refund with respect to such ¢l&xecutive shall (subject to the Company's conmgywith the requirements of Section 12
(c)) promptly pay to the Company the amount of suefhind (together with any interest paid or crediiteereon after taxes applicable thereto).
If, after the receipt by Executive of an amountathed by the Company pursuant to Section 13(®texrmhination is made that Executive
shall not be entitled to any refund with respectuoh claim and the Company does not notify Exeedti writing of its intent to contest such
denial of refund prior to the expiration of thi§0) days after such determination, then such azbsahall be forgiven and shall not be
required to be repaid and the amount of such advahall offset, to the extent thereof, the amoti@ross-Up Payment required to be paid.

14. Payment for Options and Stock. In the everat @bntrol Termination of this Agreement, Executinay also elect, within sixty (60) days
after such Control Termination, to receive a lummgayment from the Company in return for surrermyethe Executive of all or any porti
of the options then outstanding held by the Ex&eutd purchase shares of common stock of the Coynfiaimexercised Options"), all or any
portion of the units or rights credited to Execatiu any deferred compensation plan payable in comstock ("Deferred Compensation
Units") and all or any portion of the common st@ékhe Company then owned by Executive (the "Owatmxtk"). For purposes of this
provision, Unexercised Options shall include alistanding options whether or not they are exertésabthe time of the election by Execu
hereunder. For each Unexercised Option to purchaseshare of common stock, the Company shall p&xézutive an amount equal to the
highest per share fair market value of the comntockson any day



during the period beginning six (6) months priottte date of Executive's election pursuant to $igistion. To compensate Executive for her
loss of the potential future speculative valuehef tynexercised Options, there shall be no dedudfiéxecutive's exercise price per share for
each Unexercised Option from the amount to be veddby her pursuant to the foregoing sentencee&oh share of Owned Stock or
Deferred Compensation Unit, the Company shall pagxecutive the highest fair market value per slvitbe common stock on any date
during the period beginning six (6) months priothe date of Executive's election pursuant to $l@stion. The payment due from the
Company pursuant to this Section shall be madexéziive within ten (10) days after the date of élection hereunder, against execution
and delivery by Executive to the Company of an appate agreement confirming her surrender of thexgrcised Options and Deferred
Compensation Units and the certificates duly eretbtsy Executive for the Owned Stock.

15. Character of Termination Payments. The amauanable to Executive upon any termination of thisegement shall be considered
severance pay in consideration of past servicedered on behalf of the Company and her continurdcsefrom the date hereof to the date
she becomes entitled to such payments. Executalelsve no duty to mitigate her damages by seesihgr employment and, should
Executive actually receive compensation from archsather employment, the payments required herewsiddl not be reduced or offset by
any such other compensation.

16. Right of First Refusal to Purchase Stock. Ekeelagrees that the Company shall have througth@uBasic Employment Period the right
of first refusal to purchase all or any portiortloé shares of the Company's common stock owneebfthe "Shares") at the following price:

(a) in the event of a bona fide offer for the Sbar any part thereof, received by Executive faomg other person (a "Third Party Offer"), the
price to be paid by the Company shall be the m@tdorth in such Third Party Offer; and

(b) in the event Executive desires to sell the &haor any part thereof, in the public securitieskat, the price to be paid by the Company
shall be the last sale price quoted on the New Y&tdck Exchange (or any other exchange or natimaaket system upon which price
quotations for the Company's common stock are sefyuhvailable) for the Company's common stockhmnlast business day preceding the
date on which Executive notifies the Company ohsdesire.

In the event Executive shall receive a Third P&tier which she desires to accept, she shall delivéhe Company a written notification of
the terms thereof and the Company shall have agefi48 hours after such delivery in which to fypExecutive of its desire to exercise its
right of first refusal hereunder.

In the event Executive desires to sell any portibthe Shares in the public market she shall detivehe Company a written notification of
the amount of Shares she desires to sell, anddh#g@ny shall have a period of 24 hours after sativety to notify Executive of its desire
exercise its right of first refusal hereunder wigspect to such amount of Shares.
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Upon each exercise by the Company of its rightret fefusal hereunder, it shall make payment tedtxive for the Shares in accordance
standard practice in the securities brokerage ingluafter each failure by the Company to exerdgiseight of first refusal hereunder,
Executive may proceed to complete the sale of Sharesuant to the Third Party Offer or in the opearket in accordance with her
notification to the Company, but her failure to quete such sale within two weeks after her notifaato the Company shall reinstate the
Company's right of first refusal with respect thierand require a new notification to the Company.

17. Arbitration of All Disputes. Any controversy olaim arising out of or relating to this Agreementthe breach thereof, shall be settled by
arbitration in the City of Indianapolis, Indiana,accordance with the laws of the State of Indianthree arbitrators, one of whom shall be
appointed by the Company, one by Executive andhiing of whom shall be appointed by the first twbitrators. If the first two arbitrators
cannot agree on the appointment of a third arbitralhen the third arbitrator shall be appointedhsy Chief Judge of the United States Dis
Court for the Southern District of Indiana. Theiadiion shall be conducted in accordance withrthies of the American Arbitration
Association, except with respect to the selectibarbitrators which shall be as provided in thigt@e. Judgment upon the award rendere:
the arbitrators may be entered in any court hajrigdiction thereof. In the event that it shalltecessary or desirable for Executive to retain
legal counsel and/or incur other costs and expansamnection with the enforcement of any and&her rights under this Agreement, the
Company shall pay (or Executive shall be entittedeicover from the Company, as the case may bakhsonable attorneys' fees and costs
and expenses in connection with the enforcemeatyfarbitration award in court, regardless of thalfoutcome, unless the arbitrators shall
determine that under the circumstances recoveyxegutive of all or a part of any such fees andscard expenses would be unjust.

18. Notices. Any notice required or permitted tagbeen under this Agreement shall be sufficienifvriting and if sent by registered mail to
her residence, in the case of Executive, or tdtieness office of its Chief Executive Officer tive case of the Company.

19. Waiver of Breach and Severability. The waiweeliher party of a breach of any provision of tAgreement by the other party shall not
operate or be construed as a waiver of any subaefueach by either party. In the event any provisif this Agreement is found to be
invalid or unenforceable, it may be severed fromAlgreement and the remaining provisions of theeAgrent shall continue to be binding
and effective.

20. Entire Agreement. This instrument containsethire agreement of the parties and supersedpa@ilagreements between them. This
agreement may not be changed orally, but only bipstnument in writing signed by the party agaiwbbm enforcement of any waiver,
change, modification, extension or discharge ighbu

21. Binding Agreement and Governing Law; Assignmiéntited. This Agreement shall be binding upon ahdll inure to the benefit of the
parties and their lawful successors in interestsiral be construed in accordance with and goveloyettie laws of the State of Indiana. This
Agreement is personal to each of the parties heaetd neither party may assign nor delegate aiitg afjhts or obligations hereunder without
the prior written consent of the other.
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IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

"Company"

"Executive"”

CONSECO, INC.

/'s/ STEPHEN C. HI LBERT

Stephen C. Hilbert
Chai rman of the Board

/sl NGAI RE E. CUNEO

Ngai re E. Cuneo
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EMPLOYMENT AGREEMENT

EMPLOYMENT AGREEMENT, dated as of the 8th day op&amber, 1997, as amended and restated as of Mdp28, between
CONSECO, INC., an Indiana corporation (hereinaftdled the "Company"), and John J. Sabl (hereinatiled "Executive").

RECITALS

WHEREAS, the services of Executive, his manageuia professional experience, and his knowledgheéffairs of the Company are of
great value to the Company;

WHEREAS, the Company deems it to be essential torliave the benefit and advantage of the seratése Executive for an extended
period; and

WHEREAS, the Company and Executive are partieiteraployment agreement dated as of September &, (1189 "Existing Employment
Agreement”) and the Company and Executive desimake certain modifications to the Existing Empl@rnhAgreement;

NOW, THEREFORE, in consideration of the foregoimgl ¢he mutual covenants contained herein, thegsaatjree the Existing Employme
Agreement be amended and restated in its entiodig s follows:

1. Employment. The Company hereby employs ExecuatntgeExecutive hereby accepts employment uporetinestand conditions hereinaf
set forth.

2. Term. The effective date of this Agreement shalSeptember 8, 1997. Subject to the provisiongefmination as provided in Section 10
hereof, the term of this Agreement shall be théopdneginning September 8, 1997, and ending DeceBhe2002 (hereinafter called the
"Basic Employment Period").

3. Duties. Executive is engaged by the Companyiax@cutive capacity as its chief legal officereEutive shall report to the Chief Execul
Officer regarding the performance of his duties ghall be subject to the direction and controlhef Board of Directors of the Company
(sometimes referred to herein as the "Board") Aedxhief Executive Officer. Executive's positiorttwihe Company shall be Executive Vice
President, General Counsel and Secretary, andahbehpositions as may be determined from timénte by the Board.

4. Extent of Services. Executive, subject to thheaion and control of the Chief Executive Offieard the Board, shall have the power and
authority commensurate with his executive statusracessary to perform his duties hereunder. Tmep@ay agrees to provide to Executive
such assistance and work accommodations as aablguit the character of his positions with the @any and adequate for the performance
of his duties. Executive shall devote his entir@kayable time, attention and best efforts to thsitess of the Company, and shall not,
without the consent of the Company, during



the term of this Agreement be actively engagechina@her business activity, whether or not suchirtass activity is pursued for gain, profit
or other pecuniary advantage; but this shall natdrestrued as preventing Executive from investiisgassets in such form or manner as will
not require any services on the part of Executivéné operation of the affairs of the companiewliich such investments are made. For
purposes of this Agreement, full-time employmerglksbhe the normal work week for individuals in comngble executive positions with the
Company.

5. Compensation.

(a) As compensation for services hereunder rendiugdg the term hereof, Executive shall receivmse salary ("Base Salary") of One
Million Dollars ($1,000,000) per year payable iruabinstallments in accordance with the Compangisql procedure for its salaried
employees. Salary payments shall be subject tchwiitiing of taxes and other appropriate and custpraarounts. Executive may receive
increases in his Base Salary from time to timee8agon his performance in his executive and managecapacity. The amounts of any
such salary increases shall be approved by thedBwahe Compensation Committee of the Board uperrécommendation of the Chief
Executive Officer.

(b) In addition to Base Salary, Executive may reeauch other bonuses or incentive compensatitimeaSompensation Committee or the
Board may approve from time to time, upon the rev@mdation of the Chief Executive Officer; providéuht Executive shall receive a cash
bonus of at least Seven Hundred Fifty ThousanddP®l|$750,000) for each calendar year (or a peopattion thereof, based on the portion
of the year worked, for any part of a calendar yearked).

6. Fringe Benefits.

(a) Executive shall be entitled to participateuicts existing employee benefit plans and insuramagrams offered by the Company, or which
it may adopt form time to time, for its executivamagement or supervisory personnel generally,dordance with the eligibility
requirements for participation therein. Nothingdiarshall be construed so as to prevent the Comfsamymodifying or terminating any
employee benefit plans or programs, or employegéribenefits, it may adopt from time to time.

(b) During the term of this Agreement, the Compahall pay Executive a monthly automobile allowaimcthe amount of Six Hundred
Dollars ($600), and the Company shall pay directlghall reimburse Executive for the cost of fingltthe incurs in using his automobile.

(c) Executive shall be entitled to four (4) weelksation with pay for each year during the term bkre

(d) Executive may incur reasonable expenses fanptimg the Company's business, including expermesritertainment, travel, and similar
items. The Company shall reimburse Executive foswath reasonable expenses upon Executive's pepoe$entation of an itemized account
of such expenditures.



(e) The Company shall, upon periodic presentatf@abtsfactory evidence and to a maximum of TenuBamd Dollars ($10,000) per each
year of this Agreement, reimburse Executive fosoeamble medical expenses incurred by Executivéhemdependents which are
otherwise covered by health insurance providedxichtive under

Section 6(a).

(f) During the term of this Agreement, the Compahwll at its expense maintain a term life insurgraey or policies on the life of
Executive in the face amount of Five Hundred ThadsRollars ($500,000), payable to such benefictasig Executive may designate.

7. Disability. If Executive shall become physicadlymentally disabled during the term of this Agremt to the extent that his ability to
perform his duties and services hereunder is nadleend adversely impaired, his salary, bonus@hedr compensation provided herein shall
continue while he remains employed by the Compprgvided, that if such disability (as confirmed dympetent medical evidence)
continues for at least nine (9) consecutive morittsCompany may terminate Executive's employmergunder in which case the Company
shall immediately pay Executive a lump sum paynegputal to one-quarter of the sum of his annual gaad bonus with respect to the most
recent fiscal year then ended and, provided furthet no such lump sum payment shall be requfredch disability arises primarily from: |
chronic depressive use of intoxicants, drugs ocatas, or (b) intentionally self-inflicted injurgr intentionally self-induced sickness; or (c) a
proven unlawful act or enterprise on the part of&xive.

8. Disclosure of Information. Executive acknowlesigieat in and as a result of his employment with@ompany, he has been and will be
making use of, acquiring and/or adding to config@nimformation of the Company of a special andquiei nature and value. As a material
inducement to the Company to enter into this Ageeand to pay to Executive the compensation stated

Section 5, as well as any additional benefits dtatein, Executive covenants and agrees thatdiensit, at any time during or following the
term of his employment, directly or indirectly, dige or disclose for any purpose whatsoever, anfigential information that has been
obtained by or disclosed to him as a result oEhiployment with the Company. Upon the terminatibthis Agreement, Executive shall
return all materials obtained from or belongingite Company which he may have in his possessieomrol. In the event of a breach or
threatened breach by Executive of the provisiorthisfSection, the Company shall be entitled tinfumction restraining Executive from
utilizing or disclosing, in whole or in part, suofaterial, or from rendering any service to any peydirm, corporation, association, or other
entity to which such material might be useful, andny and all persons directly or indirectly agtfor or with Executive. Nothing herein
shall be construed as prohibiting the Company fpomsuing any other remedies available to the Comfamsuch breach or threatened
breach, including the recovery of damages from Eiee.

9. Covenants Against Competition and Solicitatiérecutive acknowledges that the services he ieridar to the Company are of a special
and unusual character, with a unique value to mgany, the loss of which cannot adequately be emsgted by damages or an action at
law. In view of the unique value to the Companyhaf



services of Executive for which the Company hadreated hereunder, because of the confidentiatimftion to be obtained by, or disclosed
to, Executive as hereinabove set forth, and astarifabinducement to the Company to enter into A&gseement and to pay to Executive the
compensation stated in Section 5, as well as adiiadal benefits stated herein, and other goodwaidable consideration, Executive
covenants and agrees that throughout the Basicdymgint Period, Executive shall not, directly oriiedtly, anywhere in the United State:
America (i) render any services, as an agent, ienégnt contractor, consultant or otherwise, or tecemployed or compensated by, any
other corporation, person or entity engaged irbtgness of selling or providing life or accidentahealth insurance products or services; (ii)
in any manner compete with the Company or anysofubsidiaries; (iii) solicit or attempt to convirtother insurance carriers providing th
same or similar products or services provided lByGbmpany and its subsidiaries, any customerslaypolders of the Company, or any of
its subsidiaries; or (iv) solicit for employmentemploy any employee of the Company or any ofutssiiaries. The covenants of Executive
in this Section 9 shall be void and unenforceablié event of a Control Termination of this Agresinas defined in Section 10 below.

10. Termination.

(a) Either the Company or Executive may terminate Agreement at any time for any reason upon eittotice to the other. This Agreen
shall also terminate upon (i) the death of Exe@utiv (ii) termination by the Company pursuant totia 7.

(b) In the event this Agreement is terminated ®y@ompany and such termination is not pursuaritddaist sentence of (a) above or for "just
cause" as defined in (e) below and does not caisiit Control Termination as defined in (d) bel&wxecutive shall be entitled to receive his
Base Salary, as determined pursuant to Sectiorh&¢apf, for the remainder of the Basic Employnfeamtiod and all other unpaid amounts
previously accrued or awarded pursuant to any qttmrision of this Agreement.

(c) In the event this Agreement is terminated leydkath of Executive, is terminated by the Comganyjust cause" as defined in

(e) below, or is terminated by Executive and secmination does not constitute a Control Termimats defined in (d) below, Executive
shall be entitled to receive his Base Salary asigeal in Section 5(a) accrued but unpaid as ofitite of termination, and all other unpaid
amounts previously accrued or awarded pursuantytather provision of this Agreement.

(d) The term "Control Termination" as used heréiallmean (a) termination of this Agreement by @@mnpany in anticipation of or
following a "change in control" of the Company (Bfined below), or

(b) termination of this Agreement by Executive doling "change in control" of the Company (as dedibelow) upon the occurrence of any
of the following events:



(i) significant change in the nature or scope oéérive's authorities or duties from those desdribeSection 3, a reduction in his total
compensation from that provided in
Section 5, or a breach by the Company of any gitevrision of this Agreement; or

(i) reasonable determination by Executive thata assult of a change in circumstances signifigeaffiecting his position, he is unable to
exercise the authorities, powers, functions oreduéittached to his position and contemplated by
Section 3 of this Agreement, or

(iii) the Company's principal executive offices aneved outside the geographic area comprised oioM&ounty, Indiana, and the seven
contiguous counties or Executive is required tolwadra location other than the Company's prinogaicutive offices; or

(iv) the giving of notice of termination by Exeoiduring the 6-month period commencing six (6) therafter the change in control.

The term "change in control" shall mean a changminirol of a nature that would be required todygorted in response to Iltem 6(e) of
Schedule 14A of Regulation 14A promulgated underSkcurities Exchange Act of 1934 (the "Act") adsed effective January 20, 1987,
provided that, without limitation,

(x) such a change in control shall be deemed te lbacurred if and when either (A) except as pravide(y) below, any "person” (as such
term is used in Sections 13(d) and 14(d) of thg Acbr becomes a "beneficial owner" (as such terdefined in Rule 13d-3 promulgated
under the Act), directly or indirectly, of secuesi of the Company representing 25% or more of dingbined voting power of the Company's
then outstanding securities entitled to vote witbpect to the election of its Board of DirectorgR)ras the result of a tender offer, merger,
consolidation, sale of assets, or contest for ieleaf directors, or any combination of the foregptransactions or events, individuals who
were members of the Board of Directors of the Camgpmmediately prior to any such transaction orre\ahall not constitute a majority of
the Board of Directors following such transactioresent, and

(y) no change of control shall be deemed to haeeiwed if and when any such person becomes, wétlapiproval of the Board of Directors
the Company, the beneficial owner of securitiehefCompany representing 25% or more but less308&& of the combined voting power of
the Company's then outstanding securities entitieste with respect to the election of its Boafdaectors and in connection therewith
represents, and at all times continues to represeatfiling, as amended, with the Securities Brdhange Commission on Schedule 13D or
Schedule 13G (or any successor Schedule theretb)diich person has acquired such securities ¥estment and not with the purpose nor
with the effect of changing or influencing the amhf the Company, nor in connection with or gsagticipant in any transaction having such
purpose or effect”, or words of



comparable meaning and import. The designatiomlyysach person, with the approval of the Board ioé&ors of the Company, of a single
individual to serve as a member of, or observenegtings of, the Company's Board of Directors,Ist@lbe considered "changing or
influencing the control of the Company" within theeaning of the immediately preceding clause (B)pag as such individual does not
constitute at any time more than one-third of titalthumber of directors serving on such Board.

(e) For purposes of this Agreement "just causell siisan and include:

(i) Executive's breach of any provisions of thisrégment, or his use of alcohol or drugs which fetes with the performance of his duties
hereunder or which compromises the integrity apditation of the Company, its employees, and praguct

(i) Executive's conviction by a court of law, atraission that he is guilty, or a felony or othanw involving moral turpitude;

(iii) Executive's absence from his employment othan as a result of Section 7 hereof, for whateaese, for a period of more than one (1)
month, without prior written consent from the Compa

(iv) Executive becomes incompetent or is reasonabfble to undertake and discharge the dutiesesmbnsibilities of his position; or

(v) Executive's gross negligence, willful malfeasaior fraud or dishonesty in performing his sersioa behalf of the Company pursuant to
this Agreement.

11. Payments for Control Termination. In the ewafra Control Termination of this Agreement, the Qamy shall pay Executive and provide
him with the following:

(a) During the remainder of the Basic Employmenidele the Company shall continue to pay ExecutiseBase Salary at the same rate as
payable immediately prior to the date of terminagdus the estimated amount of any bonuses to wigchould have been entitled had he
remained in the employ of the Company and a changentrol of the Company had not occurred.

(b) During the remainder of the Basic Employmenide Executive shall continue to be treated asraployee under the provisions of all
incentive compensation arrangements applicableg@bmpany's executive employees. In addition, &kee shall continue to be entitled to
all benefits and service credits for benefits undedical, insurance and other employee benefitsplarograms and arrangements of the
Company as if he were still employed under thise®gnent and a change in control of the Company badaturred.
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(c) If, despite the provisions of paragraph (b)\ahhdenefits under any employee benefit plan stalbe payable or provided under any such
plan to Executive, or his dependents, beneficianiesestate, because he is no longer an employbe Gompany, the Company itself shall,
to the extent necessary, pay or provide for payragstich benefits and service credits for such titsrte Executive, his dependents,
beneficiaries and estate.

(d) If, despite the provisions of paragraph (b)\ehdenefits or the right to accrue further besafitder any stock option or other incentive
compensation arrangement shall not be providedruardesuch arrangement to Executive, or his depgadbeneficiaries and estate, because
he is no longer an employee of the Company, thefaom shall, to the extent necessary, pay or prd@dpayment of such benefits to
Executive, his dependents, beneficiaries and estate

12. Severance Allowance. In the event of a Cortesination of this Agreement, Executive may elegthin 60 days after such Control
Termination, to be paid a lump sum severance alo®ain lieu of the termination payments providedif Section 11 above, in an amount
which is equal to the sum of the amounts determinedcordance with the following clauses (a) and (

(a) an amount equivalent to salary payments faz@d@ndar months at the rate of Base Salary whichidhéd have been entitled to receive in
accordance with Section 5(a); and

(b) an amount equivalent to 60 calendar monthatib at the greater of (i) the monthly rate oflibaus payment for the annual bonus pe
immediately prior to this termination date, or (e monthly rate of the estimated amount of theulsdor the annual bonus period which
includes his termination date.

In the event that Executive makes an election funtsto this Section to receive a lump sum severafioeance of the amount described in
clauses (a) and (b), then, in addition to such amydwe shall receive (i) in addition to the bersefitovided under any deferred compensation,
retirement or pension benefit plan maintained leyGompany, the benefits he would have accrued wswdr benefit plan if he had remained
in the employ of the Company and such plan had ireedan effect for 60 calendar months after higni@ation, which benefits will be paid
concurrently with, and in addition to, the benefitevided under such benefit plan, and (i) the lyge benefits (including, but not limited
to, coverage under any medical insurance andrlgfarance arrangements or programs) to which hedataie been entitled under all
employee benefit plans, programs or arrangemenitstainged by the Company if he had remained in theley of the Company and such
plans, programs or arrangements had remaineddntdtir 60 calendar months after his terminatiarthe value of the amounts described in
clauses (i) and (ii) next preceding. The amourthefpayments described in the preceding senteradebghdetermined and such payments
shall be distributed as soon as it is reasonabdgipte.



13. Tax Indemnity Payments. (a) Anything in thisrégment to the contrary notwithstanding, in thenéiteshall be determined that any
payment or distribution by the Company or its &fféd companies to or for the benefit of Execupiaél or payable or distributed or
distributable pursuant to the terms of the Agreen(ieunt determined without regard to any additigm@&yments required under this Section 13,
a "Payment") would be subject to the excise taxosepl by Section 4999 of the Internal Revenue C6d88&6 (as amended the "Code"), or
any successor provision (collectively, "Section #99or any interest or penalties are incurred Bgditive with respect to such excise tax
(such excise tax, together with any such intenedtpgenalties, are hereinafter collectively refet@ds the "Excise Tax"), then Executive shall
be entitled to receive an additional payment (a045fUp Payment”) in an amount such that after payime Executive of all taxes (including
any interest or penalties imposed with respectith $axes), including, without limitation, any Fegle state or local income and employment
taxes and Excise Tax (and any interest and pesaftiposed with respect to any such taxes) impoped the Gross-Up Payment, Executive
retains an amount of the Gross-Up Payment equbkt&xcise Tax imposed upon the Payments.

(b) Subject to the provisions of Section 13(c) dellerminations required to be made under thisi@&e&B, including whether and when a
Gross-Up Payment is required and the amount of 8roks-Up Payment and the assumptions to be wtilizarriving at such determination,
shall be made by the Company's public accountimg fihe "Accounting Firm") which shall provide di¢al supporting calculations both to
the Company and Executive within fifteen (15) besgdays of the receipt of notice from Executia there has been a Payment, or such
earlier time as is requested by the Company. Iretteat that the Accounting Firm is serving as aotant or auditor for the individual, entity
or group effecting the Change in Control, Executivey appoint another nationally recognized pubdicoainting firm to make the
determinations required hereunder (which accourtingshall then be referred to as the AccountiimgiFhereunder). All fees and expenses
of the Accounting Firm shall be borne solely by @empany. Any Gross-Up Payment, as determined patgo this

Section 13, shall be paid by the Company to Exeeuwtiithin five (5) days of the receipt of the Accoimg Firm's determination. If the
Accounting Firm determines that no Excise Tax iggide by Executive, it shall furnish Executive wéthwritten opinion that failure to report
the Excise Tax on Executive's applicable federabine tax return would not result in the impositafra negligence or similar penalty. Any
determination by the Accounting Firm shall be bigdupon the Company and Executive. As a result®iincertainty in the application of
Section 4999 at the time of the initial determiaatby the Accounting Firm hereunder, it is possthi adjustments may be determined at
any time of Gross-Up Payments which should have besde by the Company ("Underpayment"), consistéthtthe calculations required to
be made hereunder. In the event that the Compdrausis its remedies pursuant to

Section 13(c) and Executive thereafter is requioethake a payment of any Excise Tax, the Accourftingy shall determine the amount of
the Underpayment that has occurred and any suckrgagment shall be promptly paid by the Companyrtior the benefit of Executive.

(c) Executive shall notify the Company in writinfany claim by the Internal Revenue Service tHatuecessful, would require a change in
the amount of the payment by the Company of thes§&tdp Payment. Such notification shall be giveeam as
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practicable after Executive is informed in writinfsuch claim and shall apprise the Company ofhtitere of such claim and the date on
which such claim is requested to be paid; provitied the failure to give any notice pursuant t@ théction 13(c) shall not impair Executive's
rights under this Section 13 except to the extemtGompany is materially prejudiced thereby. Exgewthall not pay such claim prior to the
expiration of the 30-day period following the datewhich Executive gives such notice to the Companpuch shorter period ending on the
date that any payment of taxes with respect to sla is due). If the Company notifies Executimeniriting prior to the expiration of such
period that it desires to contest such claim, Eteeshall:

(1) give the Company any information reasonablyiestied by the Company relating to such claim,

(2) take such action in connection with contestingh claim as the Company shall reasonably reguegiting from time to time, including,
without limitation, accepting legal representatwith respect to such claim by an attorney reasgnsdlected by the Company,

(3) cooperate with the Company in good faith inewrelffectively to contest such claim, and

(4) permit the Company to participate in any praiegs relating to such claim; provided, howeveat tthe Company shall bear and pay
directly all costs and expenses (including addélanterest and penalties) incurred in connectidth such contest and shall indemnify and
hold Executive harmless, on an after-tax basisafiyr Excise Tax or income, employment or other(tasiuding interest and penalties with
respect thereto) imposed as a result of such reptatson and payment of costs and expenses. Witimoitétion on the foregoing provisions
of this Section 13(c), the Company shall contrbpabceedings taken in connection with such coraest at its sole option, may pursue or
forgo any and all administrative appeals, procegglihearings and conferences with the taxing aityharrespect of such claim and may, at
its sole option, either direct Executive to pay tilve claimed and sue for a refund or contest thegrcin any permissible manner, and
Executive agrees to prosecute such contest toeandieiation before any administrative tribunal, iocaurt of initial jurisdiction and in one or
more appellate courts, as the Company shall detexrprovided further, that if the Company direckeé&utive to pay such claim and sue for a
refund, the Company shall advance the amount df pagment to Executive on an interest-free bagisshiall indemnify and hold Executive
harmless, on an after-tax basis, from any Excisedfancome, employment or other tax (includingeneist or penalties with respect to any
such taxes) imposed with respect to such advanegtiorespect to any imputed income with respecutch advance; and provided further,
that any extension of the statute of limitatiorlatiag to payment of taxes for the taxable yedExdcutive with respect to which such
contested amount is claimed to be due is limitdelg®o such contested amount. Furthermore, the gamy's control of the contest shall be
limited to issues with respect to which a GrossR#yment would be payable hereunder and Executalélshentitled to settle or contest, as
the case may be, any other issue raised by thenaitRevenue Service or any other taxing authority.
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(d) If, after the receipt by Executive of an amoadvanced by the Company pursuant to Section 1Bkecutive becomes entitled to receive,
and receives, any refund with respect to such ¢lExecutive shall (subject to the Company's conmgywith the requirements of Section 12
(c)) promptly pay to the Company the amount of suefhind (together with any interest paid or crediiteereon after taxes applicable thereto).
If, after the receipt by Executive of an amountatbed by the Company pursuant to Section 13(®@fermiination is made that Executive
shall not be entitled to any refund with respecuoh claim and the Company does not notify Exgedti writing of its intent to contest such
denial of refund prior to the expiration of thi§0) days after such determination, then such azbsahall be forgiven and shall not be
required to be repaid and the amount of such advahall offset, to the extent thereof, the amoti@ross-Up Payment required to be paid.

14. Payment for Options and Stock. In the evert Gbntrol Termination of this Agreement, Executinay also elect, within sixty (60) days
after such Control Termination, to receive a lummgpayment from the Company in return for surrermjethe Executive of all or any porti
of the options then outstanding held by the Exeeutid purchase shares of common stock of the Comaimexercised Options"), all or any
portion of the units or rights credited to Execatiu any deferred compensation plan payable in comstock ("Deferred Compensation
Units") and all or any portion of the common st@ékhe Company then owned by Executive (the "Owatxtk"). For purposes of this
provision, Unexercised Options shall include alistending options whether or not they are exertésabthe time of the election by Execu
hereunder. For each Unexercised Option to purchiaseshare of common stock, the Company shall p&xézutive an amount equal to the
highest per share fair market value of the comntockson any day during the period beginning sixr@nths prior to the date of Executive's
election pursuant to this Section. To compensatztive for his loss of the potential future spative value of the Unexercised Options,
there shall be no deduction of Executive's exengigm per share for each Unexercised Option filoenaimount to be received by him
pursuant to the foregoing sentence. For each sifid@&ned Stock or Deferred Compensation Unit, tbhenBany shall pay to Executive the
highest fair market value per share of the comntockson any date during the period beginning six

(6) months prior to the date of Executive's elatparsuant to this Section. The payment due fraenbmpany pursuant to this Section shall
be made to Executive within ten (10) days afterdate of his election hereunder, against execaighdelivery by Executive to the Compe
of an appropriate agreement confirming his surrenélehe Unexercised Options and Deferred Compérsatnits and the certificates duly
endorsed by Executive for the Owned Stock.

15. Character of Termination Payments. The amaquapable to Executive upon any termination of thigeement shall be considered
severance pay in consideration of past servicaedered on behalf of the Company and his continuedcgefrom the date hereof to the date
becomes entitled to such payments. Executive kgt no duty to mitigate his damages by seekingramployment and, should Executive
actually receive compensation from any such othgleyment, the payments required hereunder shabb@oeduced or offset by any such
other compensation.
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16. Right of First Refusal to Purchase Stock. ExXeelagrees that the Company shall have througtheuBasic Employment Period the right
of first refusal to purchase all or any portiortioé shares of the Company's common stock ownednbythe "Shares") at the following price:

(a) in the event of a bona fide offer for the Skar any part thereof, received by Executive faomg other person (a "Third Party Offer"), the
price to be paid by the Company shall be the m@tdorth in such Third Party Offer; and

(b) in the event Executive desires to sell the &haor any part thereof, in the public securitieskat, the price to be paid by the Company
shall be the last sale price quoted on the New &tdck Exchange (or any other exchange or natimaaket system upon which price
guotations for the Company's common stock are agfyuhvailable) for the Company's common stocktanlast business day preceding the
date on which Executive notifies the Company ohsdesire.

In the event Executive shall receive a Third P@rtfer which he desires to accept, he shall delisghe Company a written notification of t
terms thereof and the Company shall have a pefid8 diours after such delivery in which to notifydeutive of its desire to exercise its right
of first refusal hereunder.

In the event Executive desires to sell any portibthe Shares in the public market he shall delieehe Company a written notification of 1
amount of Shares he desires to sell, and the Coyrg¥aail have a period of 24 hours after such defite notify Executive of its desire to
exercise its right of first refusal hereunder wigspect to such amount of Shares.

Upon each exercise by the Company of its rightret fefusal hereunder, it shall make payment tedtxive for the Shares in accordance
standard practice in the securities brokerage ingluafter each failure by the Company to exerdgiseight of first refusal hereunder,
Executive may proceed to complete the sale of Sharesuant to the Third Party Offer or in the opearket in accordance with his
notification to the Company, but his failure to quete such sale within two weeks after his notifarato the Company shall reinstate the
Company's right of first refusal with respect thierand require a new notification to the Company.

17. Arbitration of All Disputes. Any controversy olaim arising out of or relating to this Agreementthe breach thereof, shall be settled by
arbitration in the City of Indianapolis, Indiana,accordance with the laws of the State of Indianthree arbitrators, one of whom shall be
appointed by the Company, one by Executive andhiing of whom shall be appointed by the first twbitrators. If the first two arbitrators
cannot agree on the appointment of a third arbitralhen the third arbitrator shall be appointedhsy Chief Judge of the United States Dis
Court for the Southern District of Indiana. Theitxgiion shall be conducted in accordance withrthes of the American Arbitration
Association, except with respect to the selectioarbitrators which shall be as provided in thigt®m;. Judgment upon the award rendere:
the arbitrators may be entered in any court hajrigdiction thereof. In the event that it shalltecessary or
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desirable for Executive to retain legal counselanihcur other costs and expenses in connectitimtive enforcement of any and all of his
rights under this Agreement, the Company shall(oa¥xecutive shall be entitled to recover from @@mpany, as the case may be) his
reasonable attorneys' fees and costs and expensesriection with the enforcement of any arbitra@evard in court, regardless of the final
outcome, unless the arbitrators shall determineuhder the circumstances recovery by Executivaladr a part of any such fees and costs
and expenses would be unjust.

18. Notices. Any notice required or permitted tagbeen under this Agreement shall be sufficiennifvriting and if sent by registered mail to
his residence, in the case of Executive, or tdothgness office of its Chief Executive Officer tire case of the Company.

19. Waiver of Breach and Severability. The waiweebiher party of a breach of any provision of tAgreement by the other party shall not
operate or be construed as a waiver of any subaefueach by either party. In the event any provisif this Agreement is found to be
invalid or unenforceable, it may be severed fromAlgreement and the remaining provisions of theeAgrent shall continue to be binding
and effective.

20. Entire Agreement. This instrument containsethire agreement of the parties and supersedpa@ilagreements between them. This
agreement may not be changed orally, but only bipstnument in writing signed by the party agaiwbbm enforcement of any waiver,
change, modification, extension or discharge ighbu

21. Binding Agreement and Governing Law; Assignmiéntited. This Agreement shall be binding upon ahdll inure to the benefit of the
parties and their lawful successors in interestsiral be construed in accordance with and goveloyettie laws of the State of Indiana. This
Agreement is personal to each of the parties heaetd neither party may assign nor delegate aiitg afjhts or obligations hereunder without
the prior written consent of the other.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.
CONSECO, INC.

/'s/ STEPHEN C. HI LBERT

Stephen C. Hil bert
Chai rman of the Board

"Company"

/sl JOHN J. SABL

John J. Sabl

"Executive"
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EMPLOYMENT AGREEMENT

EMPLOYMENT AGREEMENT, dated as of the 31st day cdifeh, 1998, between CONSECO, INC., an Indiana catfpm (hereinafter
called the "Company"), and Thomas J. Kilian (heafter called "Executive").

RECITALS

WHEREAS, Executive has been employed by the Comfiamg number of years, and the services of Exeeutiis managerial and
professional experience, and his knowledge of tfaérs of the Company are of great value to the @any; and

WHEREAS, the Company deems it to be essential torliave the benefit and advantage of the seratdse Executive for an extended
period;

NOW, THEREFORE, in consideration of the foregoimgl he mutual covenants contained herein, thegsaatijree as follow

1. Employment. The Company hereby employs ExecuatnteExecutive hereby accepts employment uporetinestand conditions hereinaf
set forth.

2. Term. The effective date of this Agreement shalMarch 31, 1998. Subject to the provisions éomination as provided in Section 10
hereof, the term of this Agreement shall be théopdneginning March 31, 1998, and ending DecemhbefB02, (hereinafter called the "Ba
Employment Period").

3. Duties. Executive is engaged by the Companyiex@cutive capacity as its chief operations offiexecutive shall report to the Chief
Executive Officer regarding the performance ofdusies and shall be subject to the direction amdrobof the Board of Directors of the
Company (sometimes referred to herein as the "Bpard] the Chief Executive Officer. Executive'sifios with the Company shall initially
be Executive Vice President and Chief Operatiorfc@fand such other positions as may be deternfiroad time to time by the Board.

4. Extent of Services. Executive, subject to thheaion and control of the Chief Executive Offieard the Board, shall have the power and
authority commensurate with his executive statusracessary to perform his duties hereunder. Tmep@ay agrees to provide to Executive
such assistance and work accommodations as aablguit the character of his positions with the @any and adequate for the performance
of his duties. Executive shall devote his entirgkayable time, attention and best efforts to thsiess of the Company, and shall not,
without the consent of the Company, during the tefrhis Agreement be actively engaged in any othesiness activity, whether or not such
business activity is pursued for gain, profit dietpecuniary advantage; but this shall not betcoed as preventing Executive from invest
his assets in such form or manner as will not megamy services on the part of Executive in theatpen of the affairs of the companies in
which such investments are made. For purposesoAtreement, full-time employment shall be themakwork week for individuals in
comparable executive positions with the Company.



5. Compensation.

(a) As compensation for services hereunder rendiuddg the term hereof, Executive shall receivmse salary ("Base Salary") of Two
Hundred Fifty Thousand Dollars ($250,000) per yegyable in equal installments in accordance wighGQbmpany's payroll procedure for its
salaried employees. Salary and all other paymeatierpursuant to this Agreement shall be subjewitttholding of taxes. Executive may
receive increases in his Base Salary from timéne,tbased upon his performance in his executidenamnagement capacity. The amounts of
any such salary increases shall be approved bBdhed or the Compensation Committee of the Boamhupe recommendation of the Chief
Executive Officer.

(b) In addition to Base Salary, Executive may reeauch other bonuses or incentive compensatitimeaSompensation Committee or the
Board may approve from time to time, upon the rev@mdation of the Chief Executive Officer; providéuht Executive shall receive a cash
bonus of at least Seven Hundred Fifty ThousanddB®l{$750,000) for each of the first two calendzarg (i.e., 1998 and 1999) completed
under this Agreement.

6. Fringe Benefits.

(a) Executive shall be entitled to participateuets existing employee benefit plans and insuramegrams offered by the Company, or which
it may adopt form time to time, for its executivamagement or supervisory personnel generally,éordance with the eligibility
requirements for participation therein. Nothingdiarshall be construed so as to prevent the Comjsamymodifying or terminating any
employee benefit plans or programs, or employegéribenefits, it may adopt from time to time.

(b) During the term of this Agreement, the Compahgll pay Executive a monthly automobile allowaincthe amount of Six Hundred
Dollars ($600), and the Company shall pay directlghall reimburse Executive for the cost of fingltthe incurs in using his automobile.

(c) Executive shall be entitled to four (4) weelksation with pay each year during the term hereof.

(d) Executive may incur reasonable expenses fanptimg the Company's business, including expermesritertainment, travel, and similar
items. The Company shall reimburse Executive foswath reasonable expenses upon Executive's pepoeentation of an itemized account
of such expenditures.

(e) The Company shall, upon periodic presentatf@abtsfactory evidence and to a maximum of TenuBamd Dollars ($10,000) per each
year of this Agreement, reimburse Executive fosoggble medical expenses incurred by Executivehandependents which are r
otherwise covered by health insurance providedxichtive under

Section 6(a).



(f) During the term of this Agreement, the Compahwll at its expense maintain a term life insurgraey or policies on the life of
Executive in the face amount of Five Hundred ThadsRollars ($500,000), payable to such benefictasig Executive may designate.

7. Disability. If Executive shall become physicadlymentally disabled during the term of this Agremt to the extent that his ability to
perform his duties and services hereunder is nadleend adversely impaired, his salary, bonus@hér compensation provided herein shall
continue while he remains employed by the Compprgvided, that if such disability (as confirmed dympetent medical evidence)
continues for at least nine (9) consecutive morittsCompany may terminate Executive's employmergunder in which case the Company
shall immediately pay Executive a lump sum paynegputal to one-quarter of the sum of his annual gaad bonus with respect to the most
recent fiscal year then ended and, provided furthet no such lump sum payment shall be requfredch disability arises primarily from: |
chronic depressive use of intoxicants, drugs ocatas, or (b) intentionally self-inflicted injurgr intentionally self-induced sickness; or (c) a
proven unlawful act or enterprise on the part of&xive.

8. Disclosure of Information. Executive acknowlesigieat in and as a result of his employment with@ompany, he has been and will be
making use of, acquiring and/or adding to config@nmformation of the Company of a special andquiei nature and value. As a material
inducement to the Company to enter into this Ageeand to pay to Executive the compensation stated

Section 5, as well as any additional benefits dtatein, Executive covenants and agrees thatdiensit, at any time during or following the
term of his employment, directly or indirectly, dige or disclose for any purpose whatsoever, anfidential information that has been
obtained by or disclosed to him as a result oEhiployment with the Company. Upon the terminatibthis Agreement, Executive shall
return all materials obtained from or belongingite Company which he may have in his possessieomrol. In the event of a breach or
threatened breach by Executive of the provisiorthisfSection, the Company shall be entitled tinfumction restraining Executive from
utilizing or disclosing, in whole or in part, suofaterial, or from rendering any service to any peydirm, corporation, association, or other
entity to which such material might be useful, andny and all persons directly or indirectly agtfor or with Executive. Nothing herein
shall be construed as prohibiting the Company fpomsuing any other remedies available to the Comfamsuch breach or threatened
breach, including the recovery of damages from Eiee.

9. Covenants Against Competition and Solicitati&recutive acknowledges that the services he iertdar to the Company are of a special
and unusual character, with a unique value to mgany, the loss of which cannot adequately be emsgted by damages or an action at
law. In view of the unique value to the Companyhaf services of Executive for which the Companydwgracted hereunder, because of the
confidential information to be obtained by, or dised to, Executive as hereinabove set forth, aralraaterial inducement to the Company to
enter into this Agreement and to pay to Executivedompensation stated in Section 5, as well asddiional benefits stated herein, and
other good and valuable consideration, Executiveigants and agrees that throughout the Basic Emmant/Period, Executive shall not,
directly or indirectly, anywhere in the United $tsbf America (i) render any services, as an agagpendent contractor, consultant or
otherwise, or become employed or compensated lyyother corporation,
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person or entity engaged in the business of satlingroviding life or accident and health insurapeeducts or services; (ii) in any manner
compete with the Company or any of its subsidiafi@} solicit or attempt to convert to other insumce carriers providing these same or
similar products or services provided by the Conypeamd its subsidiaries, any customers or policytaadf the Company, or any of its
subsidiaries; or (iv) solicit for employment or eilmpany employee of the Company or any of its dlibsies. The covenants of Executive in
this Section 9 shall be void and unenforceabl&éndvent of a Control Termination of this Agreemasitdefined in Section 10 below.

10. Termination.

(a) Either the Company or Executive may terminate Agreement at any time for any reason upon eittotice to the other. This Agreen
shall also terminate upon (i) the death of Exeeutiv (ii) termination by the Company pursuant totlea 7.

(b) In the event this Agreement is terminated ly@ompany and such termination is not pursuaritddeast sentence of (a) above or for "just
cause" as defined in (e) below and does not catetit Control Termination as defined in (d) bel&xecutive shall be entitled to receive his
Base Salary, as determined pursuant to Sectiorh&¢apf, for the remainder of the Basic Employnfeamtiod and all other unpaid amounts
previously accrued or awarded pursuant to any qttmrision of this Agreement.

(c) In the event this Agreement is terminated leydkath of Executive, is terminated by the Comganyjust cause" as defined in

(e) below, or is terminated by Executive and sechination does not constitute a Control Terminmatie defined in (d) below, Executive
shall be entitled to receive his Base Salary asigeal in Section 5(a) accrued but unpaid as ofitite of termination, and all other unpaid
amounts previously accrued or awarded pursuantytather provision of this Agreement.

(d) The term "Control Termination" as used heréiallmean (a) termination of this Agreement by @@mnpany in anticipation of or
following a "change in control" of the Company ¢kfined below), or

(b) termination of this Agreement by Executive éaling "change in control" of the Company (as dedibelow) upon the occurrence of any
of the following events:

(i) significant change in the nature or scope oédirive's authorities or duties from those desdribe
Section 3, a reduction in his total compensatiomfthat provided in Section 5, or a breach by tben@any of any other provision of this
Agreement; or

(i) reasonable determination by Executive thata assult of a change in circumstances signifigaafiecting his position, he is unable to
exercise the authorities, powers, functions oreduéittached to his position and contemplated btid®e8 of this Agreement, or
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(iii) the Company's principal executive offices aneved outside the geographic area comprised oioM&ounty, Indiana, and the seven
contiguous counties or Executive is required tolwadra location other than the Company's prinogaicutive offices; or

(iv) the giving of notice of termination by Exeotiduring the 6-month period commencing six (6) therafter the change in control.

The term "change in control" shall mean a changminirol of a nature that would be required todygorted in response to Iltem 6(e) of
Schedule 14A of Regulation 14A promulgated underSbcurities Exchange Act of 1934 (the "Act") assed effective January 20, 1987;
provided that, without limitation,

(x) such a change in control shall be deemed te lbacurred if and when either (A) except as pravide(y) below, any "person” (as such
term is used in Sections 13(d) and 14(d) of thg Acbr becomes a "beneficial owner" (as such terdefined in Rule 13d-3 promulgated
under the Act), directly or indirectly, of secuesi of the Company representing 25% or more of dngbined voting power of the Company's
then outstanding securities entitled to vote witbpect to the election of its Board of DirectorgR)ras the result of a tender offer, merger,
consolidation, sale of assets, or contest for ielecif directors, or any combination of the foragptransactions or events, individuals who
were members of the Board of Directors of the Camypmmediately prior to any such transaction orré\ahall not constitute a majority of
the Board of Directors following such transactioresent, and

(y) no change of control shall be deemed to haeeiwed if and when any such person becomes, wittagiproval of the Board of Directors
the Company, the beneficial owner of securitiethefCompany representing 25% or more but less3Q&6 of the combined voting power of
the Company's then outstanding securities entitieste with respect to the election of its Boafdaectors and in connection therewith
represents, and at all times continues to repregeatfiling, as amended, with the Securities Brdhange Commission on Schedule 13D or
Schedule 13G (or any successor Schedule theretb)diich person has acquired such securities ¥estment and not with the purpose nor
with the effect of changing or influencing the amhbf the Company, nor in connection with or gsagticipant in any transaction having such
purpose or effect"”, or words of comparable meanimdjimport. The designation by any such persorn thi# approval of the Board of
Directors of the Company, of a single individuak&rve as a member of, or observer at meetindeef;ompany's Board of Directors, shall
not be considered "changing or influencing the edrdf the Company" within the meaning of the imnagely preceding clause (B), so long
as such individual does not constitute at any tineee than one-third of the total number of diregtegrving on such Board.
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(e) For purposes of this Agreement "just causell siisan and include:

(i) Executive's breach of any provisions of thisrégment, or his use of alcohol or drugs which fetes with the performance of his duties
hereunder or which compromises the integrity apditation of the Company, its employees, and praguct

(i) Executive's conviction by a court of law, atraission that he is guilty, or a felony or othanw involving moral turpitude;

(iii) Executive's absence from his employment othan as a result of Section 7 hereof, for whateaese, for a period of more than one (1)
month, without prior written consent from the Compa

(iv) Executive becomes incompetent or is reasonabfble to undertake and discharge the dutiesesmbnsibilities of his position; or

(v) Executive's gross negligence, willful malfeasawor fraud or dishonesty in performing has ses/me behalf of the Company pursuant to
this Agreement.

11. Payments for Control Termination. In the ewafra Control Termination of this Agreement, the Qamy shall pay Executive and provide
him with the following:

(a) During the remainder of the Basic Employmentdele the Company shall continue to pay ExecutiseBase Salary at the same rate as
payable immediately prior to the date of terminatdus the estimated amount of any bonuses to wigchould have been entitled had he
remained in the employ of the Company and a changentrol of the Company had not occurred.

(b) During the remainder of the Basic Employmenide Executive shall continue to be treated asraployee under the provisions of all
incentive compensation arrangements applicableg@bmpany's executive employees. In addition, &kee shall continue to be entitled to
all benefits and service credits for benefits undedical, insurance and other employee benefitsplarograms and arrangements of the
Company as if he were still employed under thisekgnent and a change in control of the Company badaturred.

(c) If, despite the provisions of paragraph (b)\ahhdenefits under any employee benefit plan stailbe payable or provided under any such
plan to Executive, or his dependents, beneficiaaiebestate, because he is no longer an employtbe Gompany, the Company itself shall,
to the extent necessary, pay or provide for payragstich benefits and service credits for such titsrte Executive, his dependents,
beneficiaries and estate.

(d) If, despite the provisions of paragraph (b)\ehdenefits or the right to accrue further besafitder any stock option or other incentive
compensation arrangement



shall not be provided under any such arrangemefkéazutive, or his dependents, beneficiaries atatesdecause he is no longer an
employee of the Company, the Company shall, textent necessary, pay or provide for payment df fismefits to Executive, his
dependents, beneficiaries and estate.

12. Severance Allowance. In the event of a Cortesination of this Agreement, Executive may elegthin 60 days after such Control
Termination, to be paid a lump sum severance alo®ain lieu of the termination payments providedifn Section 11 above, in an amount
which is equal to the sum of the amounts determinedcordance with the following clauses (a) and (

(a) an amount equivalent to salary payments fac@d@ndar months at the rate of Base Salary whichidéd have been entitled to receive in
accordance with Section 5(a); and

(b) an amount equivalent to 60 calendar monthatib at the greater of (i) the monthly rate oflibaus payment for the annual bonus pe
immediately prior to this termination date, or (e monthly rate of the estimated amount of theulsdor the annual bonus period which
includes his termination date.

In the event that Executive makes an election fauntsto this Section to receive a lump sum severafioeance of the amount described in
clauses (a) and (b), then, in addition to such afydwe shall receive (i) in addition to the bereefitovided under any deferred compensation,
retirement or pension benefit plan maintained leyGompany, the benefits he would have accrued wswdr benefit plan if he had remained
in the employ of the Company and such plan had iredan effect for 60 calendar months after higni@ation, which benefits will be paid
concurrently with, and in addition to, the benefitevided under such benefit plan, and (ii) the leyge benefits (including, but not limited
to, coverage under any medical insurance andrlgfarance arrangements or programs) to which hedawaie been entitled under all
employee benefit plans, programs or arrangemenitstainged by the Company if he had remained in theley of the Company and such
plans, programs or arrangements had remaineddntdtir 60 calendar months after his terminatiarthe value of the amounts described in
clauses (i) and (ii) next preceding. The amournthefpayments described in the preceding senteratibghdetermined and such payments
shall be distributed as soon as it is reasonabdgipte.

13. Tax Indemnity Payments. (a) Anything in thisrégment to the contrary notwithstanding, in thenéiteshall be determined that any
payment or distribution by the Company or its &fféd companies to or for the benefit of Execupiaél or payable or distributed or
distributable pursuant to the terms of the Agreen(ieunt determined without regard to any additigm@yments required under this Section 13,
a "Payment") would be subject to the excise taxosepl by Section 4999 of the Internal Revenue C6d88&6 (as amended the "Code"), or
any successor provision (collectively, "Section #99or any interest or penalties are incurred Bgditive with respect to such excise tax
(such excise tax, together with any such intenedtpenalties, are hereinafter collectively refet@ds the "Excise Tax"), then Executive shall
be entitled to receive an additional payment (a045fUp Payment”) in an amount such that after payime Executive of all taxes (including
any interest or penalties imposed with respectith $axes), including,
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without limitation, any Federal, state or localonte and employment taxes and Excise Tax (and aesest and penalties imposed with
respect to any such taxes) imposed upon the Grp€Rayment, Executive retains an amount of the GdgsBayment equal to the Excise ~
imposed upon the Payments.

(b) Subject to the provisions of Section 13(c) dellerminations required to be made under thisi@&e&s, including whether and when a
Gross-Up Payment is required and the amount of &xoks-Up Payment and the assumptions to be wtilizarriving at such determination,
shall be made by the Company's public accountimg fihe "Accounting Firm") which shall provide di¢a supporting calculations both to
the Company and Executive within fifteen (15) besgdays of the receipt of notice from Executia there has been a Payment, or such
earlier time as is requested by the Company. Iretteat that the Accounting Firm is serving as aotant or auditor for the individual, entity
or group effecting the Change in Control, Executivey appoint another nationally recognized pubdicoainting firm to make the
determinations required hereunder (which accourtingshall then be referred to as the AccountiimgiFhereunder). All fees and expenses
of the Accounting Firm shall be borne solely by @empany. Any Gross-Up Payment, as determined patgo this

Section 13, shall be paid by the Company to Exeeuwtiithin five (5) days of the receipt of the Acoimg Firm's determination. If the
Accounting Firm determines that no Excise Tax iggide by Executive, it shall furnish Executive wéthwritten opinion that failure to report
the Excise Tax on Executive's applicable federabine tax return would not result in the impositadra negligence or similar penalty. Any
determination by the Accounting Firm shall be bigdupon the Company and Executive. As a result®iincertainty in the application of
Section 4999 at the time of the initial determiaatby the Accounting Firm hereunder, it is possthi adjustments may be determined at
any time of Gross-Up Payments which should have besde by the Company ("Underpayment"), consistéthtthe calculations required to
be made hereunder. In the event that the Compdrausis its remedies pursuant to

Section 13(c) and Executive thereafter is requioathake a payment of any Excise Tax, the Accourftingy shall determine the amount of
the Underpayment that has occurred and any suckrgagment shall be promptly paid by the Companyrtior the benefit of Executive.

(c) Executive shall notify the Company in writinfany claim by the Internal Revenue Service tHatuecessful, would require a change in
the amount of the payment by the Company of thes€dp Payment. Such notification shall be given asyszopracticable after Executive
informed in writing of such claim and shall appriee Company of the nature of such claim and the da which such claim is requested to
be paid; provided that the failure to give any o®fpursuant to this Section 13(c) shall not impaiecutive's rights under this Section 13
except to the extent the Company is materiallyyaliepd thereby. Executive shall not pay such clgiior to the expiration of the 30-day
period following the date on which Executive giwegh notice to the Company (or such shorter pasimting on the date that any payment of
taxes with respect to such claim is due). If thenpBany notifies Executive in writing prior to thepiration of such period that it desires to
contest such claim, Executive shall:

(1) give the Company any information reasonablyiestied by the Company relating to such claim,
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(2) take such action in connection with contestingh claim as the Company shall reasonably reguegiting from time to time, including,
without limitation, accepting legal representatwith respect to such claim by an attorney reasgnsddected by the Company,

(3) cooperate with the Company in good faith inesrelffectively to contest such claim, and

(4) permit the Company to participate in any prategs relating to such claim; provided, howeveat tthe Company shall bear and pay
directly all costs and expenses (including addélanterest and penalties) incurred in connectidth wuch contest and shall indemnify and
hold Executive harmless, on an after-tax basisafiyr Excise Tax or income, employment or other(taxiuding interest and penalties with
respect thereto) imposed as a result of such reptatton and payment of costs and expenses. Witimoitétion on the foregoing provisions
of this Section 13(c), the Company shall contrbpabceedings taken in connection with such cordest at its sole option, may pursue or
forgo any and all administrative appeals, procegglihearings and conferences with the taxing aityhiarrespect of such claim and may, at
its sole option, either direct Executive to pay tilve claimed and sue for a refund or contest thegrcin any permissible manner, and
Executive agrees to prosecute such contest toeandieiation before any administrative tribunal, iocaurt of initial jurisdiction and in one or
more appellate courts, as the Company shall detexrprovided further, that if the Company direcke&utive to pay such claim and sue for a
refund, the Company shall advance the amount df pagment to Executive on an interest-free bagissiall indemnify and hold Executive
harmless, on an after-tax basis, from any Excisedfancome, employment or other tax (includingeneist or penalties with respect to any
such taxes) imposed with respect to such advanegtiorespect to any imputed income with respeautch advance; and provided further,
that any extension of the statute of limitationatiag to payment of taxes for the taxable yeaExdcutive with respect to which such
contested amount is claimed to be due is limitdely®o such contested amount. Furthermore, the gamy's control of the contest shall be
limited to issues with respect to which a GrossR#ygment would be payable hereunder and Executalélshentitled to settle or contest, as
the case may be, any other issue raised by thenaitRevenue Service or any other taxing authority.

(d) If, after the receipt by Executive of an amoadvanced by the Company pursuant to Section 1Bkecutive becomes entitled to receive,
and receives, any refund with respect to such ¢lExecutive shall (subject to the Company's conmgywith the requirements of Section 12
(c)) promptly pay to the Company the amount of sigfhind (together with any interest paid or creditteereon after taxes applicable thereto).
If, after the receipt by Executive of an amountatbed by the Company pursuant to Section 13(®@fermination is made that Executive
shall not be entitled to any refund with respecuoh claim and the Company does not notify Exgedti writing of its intent to contest such
denial of refund prior to the expiration of thi§0) days after such determination, then such ambsahall be forgiven and shall not be
required to be repaid and the amount of such advahall offset, to the extent thereof, the amofi@mss-Up Payment required to be paid.

14. Payment for Options and Stock. In the everat @bntrol Termination of this Agreement, Executinay also elect, within sixty (60) days
after such Control Termination, to receive a lummgpayment form the Company in return for surrermjethe Executive of all or any
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portion of the options then outstanding held byEkecutive to purchase shares of common stockeo€dmpany ("Unexercised Options"),
or any portion of the units or rights credited teEutive in any deferred compensation plan payab@mmon Stock ("Deferred
Compensation Units") and all or any portion of tieenmon stock of the Company then owned by Execijthe"Owned Stock™). For
purposes of this provision, Unexercised Optiondl shelude all outstanding options whether or rfegyt are exercisable at the time of the
election by Executive hereunder. For each UnexedoBption to purchase one share of common stoekCtimpany shall pay to Executive
amount equal to the highest per share fair markietevof the common stock on any day during theogdpeginning six (6) months prior to t
date of Executive's election pursuant to this 8ectiess the applicable exercise price per shaterespect to such Unexercised Option. For
each share of Owned Stock or Deferred Compenséiiity the Company shall pay to Executive the higlfigis market value per share of the
common stock on any date during the period begmasin

(6) months prior to the date of Executive's elatparsuant to this Section. The payment due franbmpany pursuant to this Section shall
be made to Executive within ten (10) days afterdat of his election hereunder, against execaiahdelivery by Executive to the Compse
of an appropriate agreement confirming his surrenélehe Unexercised Options and Deferred Compérsatnits and the certificates duly
endorsed by Executive for the Owned Stock.

15. Character of Termination Payments. The amaquapable to Executive upon any termination of thigeement shall be considered
severance pay in consideration of past servicedered on behalf of the Company and his continuedcsefrom the date hereof to the date
becomes entitled to such payments. Executive kgt no duty to mitigate his damages by seekingramployment and, should Executive
actually receive compensation from any such othgleyment, the payments required hereunder shabb@oeduced or offset by any such
other compensation.

16. Right of First Refusal to Purchase Stock. Ekeelagrees that the Company shall have througth@uBasic Employment Period the right
of first refusal to purchase all or any portiortioé shares of the Company's common stock ownednbythe "Shares") at the following price:

(a) in the event of a bona fide offer for the Skaoe any part thereof, received by Executive faomg other person (a "Third Party Offer"), the
price to be paid by the Company shall be the m@tdorth in such Third Party Offer; and

(b) in the event Executive desires to sell the &haor any part thereof, in the public securitieskat, the price to be paid by the Company
shall be the last sale price quoted on the New &tdck Exchange (or any other exchange or natimaaket system upon which price
quotations for the Company's common stock are sefyuhvailable) for the Company's common stockhmnlast business day preceding the
date on which Executive notifies the Company ohsdesire.

In the event Executive shall receive a Third Pa@rter which he desires to accept, he shall delisghe Company a written notification of t
terms thereof and the Company shall have a pefid8 diours after such delivery in which to notifydeutive of its desire to exercise its right
of first refusal hereunder.
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In the event Executive desires to sell any portibthe Shares in the public market he shall delieehe Company a written notification of 1
amount of Shares he desires to sell, and the Coyrg¥aail have a period of 24 hours after such defite notify Executive of its desire to
exercise its right of first refusal hereunder wigspect to such amount of Shares.

Upon each exercise by the Company of its rightret fefusal hereunder, it shall make payment tedtxive for the Shares in accordance
standard practice in the securities brokerage ingluafter each failure by the Company to exerdiseight of first refusal hereunder,
Executive may proceed to complete the sale of Sharesuant to the Third Party Offer or in the opearket in accordance with his
notification to the Company, but his failure to quete such sale within two weeks after his notifato the Company shall reinstate the
Company's right of first refusal with respect thierand require a new notification to the Company.

17. Arbitration of All Disputes. Any controversy olaim arising out of or relating to this Agreementthe breach thereof, shall be settled by
arbitration in the City of Indianapolis, Indiana,accordance with the laws of the State of Indianthree arbitrators, one of whom shall be
appointed by the Company, one by Executive andhing of whom shall be appointed by the first twbittators. If the first two arbitrators
cannot agree on the appointment of a third arbitralhen the third arbitrator shall be appointedhsy Chief Judge of the United States Dis
Court for the Southern District of Indiana. Theiadiion shall be conducted in accordance withrthies of the American Arbitration
Association, except with respect to the selectioarbitrators which shall be as provided in thigt®m;. Judgment upon the award rendere:
the arbitrators may be entered in any court hajrigdiction thereof. In the event that it shalltecessary or desirable for Executive to retain
legal counsel and/or incur other costs and expansamnection with the enforcement of any andalis rights under this Agreement, the
Company shall pay (or Executive shall be entitedeicover from he Company, as the case may begasonable attorneys' fees and cost:
expenses in connection with the enforcement ofaahitration award in court, regardless of the fimalcome, unless the arbitrators shall
determine that under the circumstances recovegxegutive of all or a part of any such fees andscasd expenses would be unjust.

18. Notices. Any notice required or permitted tagbeen under this Agreement shall be sufficienifvriting and if sent by registered mail to
his residence, in the case of Executive, or tdothgness office of its Chief Executive Officer tive case of the Company.

19. Waiver of Breach and Severability. The waiweeliher party of a breach of any provision of tAgreement by the other party shall not
operate or be construed as a waiver of any subeefueach by either party. In the event any provisif this Agreement is found to be
invalid or unenforceable, it may be severed fromAlgreement and the remaining provisions of theeAgrent shall continue to be binding
and effective.

20. Entire Agreement. This instrument containsethire agreement of the parties and supersedpa@ilagreements between them. This
agreement may not be changed orally, but only bipnstnument in writing signed by the party agaiwkbm enforcement of any waiver,
change, modification, extension or discharge ighbu
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21. Binding Agreement and Governing Law; Assignmigntited. This Agreement shall be binding upon ahdll inure to the benefit of the
parties and their lawful successors in interestsirall be construed in accordance with and goveloyettie laws of the State of Indiana. This
Agreement is personal to each of the parties heaeid neither party may assign nor delegate aitg afjhts or obligations hereunder without
the prior written consent of the other.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.
CONSECO, INC.

By: /s/ STEPHEN C. HI LBERT

Stephen C. Hilbert
Chai rman of the Board

"Company"

/'s/ THOVAS J. KILIAN

Thomas J. Kilian

"Executive"”
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CONSECO PERFORMANCE-BASED
COMPENSATION PLAN
FOR EXECUTIVE OFFICERS

Conseco, Inc. ("Conseco" or the "Company") heredtgitdishes this Performance-Based Compensationf@f&xecutive Officers (the
"Plan"). This Plan shall become effective upondpproval hereof by the shareholders of Conseccshalllthereupon replace the Company's
existing Performance-Based Compensation Plan fective Vice Presidents.

Each of Conseco's Executive Officers ("Executivéd@fs" being its Executive Vice Presidents anditteer officers, other than its Chief
Executive Officer (the "CEQ"), designated as "exieuofficers" by Conseco's Board of Directors)lsheceive a bonus with respect to each
fiscal year determined as set forth below.

1. First, the maximum potential bonus per Execu@¥ficer for such year (the "Maximum Bonus") shadl computed. The Maximum Bonus
for a fiscal year shall be equal to one percent)(@Pthe annual Net Profits (as defined below)doch fiscal year of the Company. The bonus
shall be calculated from the books and recorde®fQompany which shall be kept in accordance wétiegally accepted accounting
principles applied by the Company in the preparatibits financial statements. "Net Profits" shrakan the Company's Income from
Continuing Operations (as defined below), as adfust add back or deduct, in each case to the testieh items were deducted in the
computation of Income from Continuing Operationd,iicome taxes and (y) bonuses to the CEO ané&xeeutive Officers. "Income from
Continuing Operations" shall mean the Company'srime from continuing operations, which shall exclémethis computation the effect (in
each case net of applicable tax) of (i) extraongiri'gms, (ii) discontinued operations and (iiiptbumulative effects of changes in accounting
principles.

2. A separate calculation shall be made to determimat portion, if any, of the Maximum Bonus in egs of the Base Amount (as defined
below) could be paid per Executive Officer and pirmit the Company's ROE (as determined pursteaciause (jii) below, the "ROE") for
such fiscal year to be at least 15% (such amouwdezing the Base Amount and meeting such 15% R&EHEaesuch fiscal year being
referred to as the "Additional Potential Bonus"ieTbonus payable to each Executive Officer for disclal year shall be 1% of the Net Prc
for such fiscal year, but only to the extent suohus does not exceed the sum of the Base Amourthantidditional Potential Bonus for su
fiscal year; provided, that (i) no Executive Officthall receive a bonus pursuant to this Plan figcal year in excess of the Base Amount to
the extent such total bonus would exceed one-tifitte total bonus paid to the CEO for such figear and (ii) such bonus may be reduced
as provided in Item 5 below.

3. The ROE for a fiscal year shall be determinediibiding (x) the Company's Income from Continui@gerations for such fiscal year,
reduced by any dividends accrued with respectc¢b §igcal year on the Company's preferred stoctheéaextent that such dividends were not
deducted in the computation of Income from ContiguDperations (it being understood that any amopaits to induce the conversion of
preferred stock are not to be considered dividemdgreferred stock), by (y) the arithmetic averafthe Company's Average Common
Equity (as



defined below) for the four quarters of such fispedr. The "Average Common Equity" of the Companyaf quarter shall mean the arithm:
average of the common shareholders equity of threg@my shown on its financial statements (adjusiezktlude unrealized appreciation or
depreciation of fixed maturity securities net of applicable expenses and deferred income taxes adjusted "Common Shareholders
Equity") as of the end of such fiscal quarter @sisted as provided below, the "Quarter End Eqyigyid the end of the preceding quarter
"Quarter Start Equity"); provided, that if one oora Significant Events (as defined below) has aezliduring the fiscal quarter as to which
Average Common Equity is being determined, therirtigact of each such Significant Events on the @ud&nd Equity shall be reduced b
fraction, the numerator of which shall be the nurmdfedays in such quarter elapsed before said fisgnt Event occurred (it being
understood that with respect to a Significant Ewelmith includes a series of transactions whichedosr were otherwise consummated over a
period of time, the Company shall select a reasemaidpoint for purposes of this calculation) ahd denominator of which shall be the total
number of days in such quarter, and the QuarterEendty shall be computed taking into account suschuctions. "Significant Event" with
respect to a quarter shall mean any event (suatshare issuance, share repurchase, conversiansitiog, disposition, merger, consolidat
or change in accounting principles) the effect bfal event, or series of related events, is toedus Quarter End Equity to change by at
least 10% of the Quarter Start Equity from whatduld otherwise have been absent such event @ssefirelated events.

4. The Base Amount for each of 1998 and 1999 &lea$i4.5 million. The Base Amount shall be adjuste®000 and the last year of each
consecutive three-year period that follows (eachfajustment Year"), to be the arithmetic averagéhe sum of the Base Amount and the
Additional Potential Bonus, in each case regardbésse amount of bonus actually paid, for the figoal years immediately preceding such
Adjustment Year. The Base Amount as so adjustellirémaain the same with respect to the two fisang following such Adjustment Year.

5. Upon the recommendation of Conseco's CEO, tmep@asation Committee of the Company's Board ofdbams (the "Compensation
Committee") may reduce the amount of the bonuswiald have been payable under the Plan to anlyeodtfected executives. Such
reduction shall be at the sole discretion of then@ensation Committee after taking into account suddjective factors or other matters as it
believes are appropriate in the best interestsoos€co and its shareholders. The respective boreach Executive Officer for the fiscal ye
minus the quarterly payments to such Executivec@ffidescribed below shall be paid as soon as pasddi after the Compensation
Committee has certified that the payment meetdN#teProfits test specified in the Plan.

6. The cumulative accrued amount of each bonus Isbalalculated as of the end of each fiscal quaftthe Company's fiscal year based on
the year-todate financial results. An amount not in excessuzh accrued bonus, minus accrued bonus paymedss foraprevious quarters
the same fiscal year, shall be paid to the respeé&ikecutive Officer as soon as practicable aiterGompensation Committee has certified
that the payment to be made meets the Net Prefitsspecified in the Plan, provided that (i) thenalative maximum bonus payable with
respect to the first quarter shall not exceed 25%e@Base Amount, first two quarters shall notesat 50% of the Base Amount and first tt
quarters shall not exceed 75% of the Base Amount



for such fiscal year, and (ii) upon the recommeiotiadf Conseco's CEO, the Compensation Committéeeo€ompany's Board of Directors
(the "Compensation Committee") may reduce the amaofuthe bonus that would have been payable forcarayter to any of the affected
Executive Officers (such reduction being at the siécretion of the Compensation Committee affd@ntpinto account such subjective fact

or other matters as it believes are appropriatearbest interests of Conseco and its shareholdetisg quarterly payments for any fiscal year
exceed the bonus payable for the entire year,tfeuat of such excess shall be repaid to the Compwrtlge Executive Officer.

7. The Compensation Committee shall have the sdfedty to administer the Plan and make all dedisito interpret and apply its
provisions. Written interpretations not inconsisteith the terms hereof may be issued from timéne by the Compensation Committee as
guidance for interpreting and applying the Plants/sions.



CONSECO, INC. AND SUBSIDIA

Computation of Ratio of Earnings to
Preferred Dividends and Distributions on Compa
Redeemable Preferred Securities of Subsidiary T
for the three months ended March 31, 1998 and the
(Dollars in millions)

Pretax income from operations:
Net income
Add income tax expense
Add extraordinary charge on extinguishment of d
Add minority interest

Pretax income from operations

Add fixed charges:
Interest expense on annuities and financial pro
Interest expense on long-term debt, including a
Interest expense on investment borrowings
Other
Portion of rental(1)

Fixed charges

Adjusted earnings

Ratio of earnings to fixed charges
Ratio of earnings to fixed charges, e
interest on annuities and financi

Fixed charges

Add dividends on preferred stock, including div
on preferred stock of subsidiaries (divided
of income before minority interest and extr
charge to pretax income)

Adjusted fixed charges

Adjusted earnings

Ratio of earnings to fixed charges
dividends

Ratio of earnings to fixed charges
dividends, excluding interest on
financial products

Adjusted fixed charges
Add distributions on Company-obligated mandator
redeemable preferred securities of subsidiar

Fixed charges

Adjusted earnings

Ratio of earnings to fixed charges, p
and distributions on Company-obliga
redeemable preferred securities of

Ratio of earnings to fixed charges, p
and distributions on Company-obliga
redeemable preferred securities of
excluding interest on annuities and

(1) Interest portion of rental is assumed to

RIES

Fixed Charges,

ny-Obligated Mandatorily

rusts - Consolidated Basis

year ended December 31, 1997

Three months

ended
March 31,
1998
$151.1
131.3
ebt 16.4
19.4
318.2
ducts 188.4
mortization 39.0
18.9
A
25
248.9
$567.1
2.28X
xcluding —====
al products 6.26X
$248.9
idends
by the rate
aordinary
34
$252.3
$567.1
and preferred
2.25X
and preferred =====
annuities and
5.93X
$252.3
ily
y trusts 29.5
$281.8
$567.1

referred dividends

ted mandatorily

subsidiary trusts 2.01X
referred dividends =====
ted mandatorily

subsidiary trusts,

financial products 4.05X

be 33 percent.

Yea r ended
Dece mber 31,




ARTICLE 7

THE SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATIONEXTRACTED FROM FORM 10-Q FOR CONSECO, INC.
DATED MARCH 31, 1998 AND IS QUALIFIED IN ITS ENTIREY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 3 MO<
FISCAL YEAR END DEC 31 199
PERIOD END MAR 31 199¢
DEBT HELD FOR SALE 22,968,90
DEBT CARRYING VALUE 0
DEBT MARKET VALUE 0
EQUITIES 263,40(
MORTGAGE 1,070,80! 1
REAL ESTATE 0
TOTAL INVEST 27,042,50
CASH 0
RECOVER REINSURE 761,80(
DEFERRED ACQUISITION 3,465,10 2
TOTAL ASSETS 35,923,90
POLICY LOSSES 23,078,60
UNEARNED PREMIUMS 409,10(
POLICY OTHER 1,280,70!
POLICY HOLDER FUNDS 336,60(
NOTES PAYABLE 2,435,101 3
PREFERRED MANDATORY 1,388,10!
PREFERREL 115,801
COMMON 2,397,001
OTHER SE 1,387,501 &
TOTAL LIABILITY AND EQUITY 35,923,90
PREMIUMS 990,10(
INVESTMENT INCOME 583,30(
INVESTMENT GAINS 104,80(
OTHER INCOME 20,80(
BENEFITS 954,40(
UNDERWRITING AMORTIZATION 170,60(
UNDERWRITING OTHER 165,00(
INCOME PRETAX 318,20(
INCOME TAX 131,30(
INCOME CONTINUING 186,90(
DISCONTINUED 0
EXTRAORDINARY (16,400
CHANGES 0
NET INCOME 151,10(
EPS PRIMARY .8C
EPS DILUTED 73
RESERVE OPEM 0

PROVISION CURRENT 0
PROVISION PRIOF 0
PAYMENTS CURRENT 0
PAYMENTS PRIOR 0
RESERVE CLOSE 0
CUMULATIVE DEFICIENCY 0

1 Includes $596,600 of credit tenant loans.

2 Includes $2,442,600 of cost of policies purchased.

3 Includes commercial paper of $741,000.

4 Includes retained earnings of $1,217,600, and athewprehensive income of $169,900.

5 Includes insurance policy benefits of $680,400 amdunts added to annuity and financial productcgblblder account balances of
$274,000.

¢ Includes amortization of cost of policies purchasei51,000, amortization of cost of policies proed of $33,200 and amortization rele
to investment gains of $86,400.



UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS O F CONSECO, INC.

On April 6, 1998, Conseco, Inc. ("Conseco") andearéree Financial Corporation ("Green Tree") emténéo an Agreement and Plan of
Merger pursuant to which Green Tree would becomially owned subsidiary of Conseco (the "Green Tviegger"). The following
unaudited pro forma combined balance sheet as oftMail, 1998, combines the historical combinedrzdasheets of Conseco and Green
Tree as if the Green Tree Merger had been effeotivlarch 31, 1998, after giving effect to certadjustments described in the
accompanying notes to the unaudited pro forma coeabfinancial information.

The unaudited pro forma combined statements ofadiogis for the three months ended March 31, 1998 far the year ended December 31,
1997, present the combined results of operatiol@ooseco and Green Tree as if the Green Tree Mbegebeen effective on January 1,
1997.

The unaudited pro forma combined financial inforimraiand accompanying notes reflect the applicadioie pooling of interests method of
accounting for the Green Tree Merger. Under thithoa of accounting, the recorded assets, liakslitshareholders' equity, income and
expense of Conseco and Green Tree are combinedfi@cted at their historical amounts.

The unaudited pro forma combined financial statésare not necessarily indicative of the resultsperations or the combined financial
position that would have resulted had the Greer Merger been consummated at the beginning of@hiedgindicated, nor are they
necessarily indicative of future results of opemasi or financial position.

1



CONSECO, INC. AND SUBSIDIA

UNAUDITED PRO FORMA COMBINED BAL
March 31, 1998
(Dollars in millions)

ASSETS

Investments:

Actively managed fixed maturities at fair value
Equity securities at fair value................
Interest only securities......

Finance receivables
Mortgage loans....
Credit-tenant loans..
Policy loans
Other invested assets
Short-term investments........ .
Assets held in separate accounts...............

Total investments.........ccoccceveuene

Accrued investment iNCOME.............ccccvenenne
Other receivables...........
Servicing rights............
Cost of policies purchased
Cost of policies produced..
Reinsurance receivables
Income tax assets....
Goodwill
Property and equipment....
Cash deposits, restricted
Other assets

Total assets.......ccovevvirveiininens

(continued on next page

The accompanying notes are an
part of the unaudited pro forma comb
statements.

RIES

ANCE SHEET

PRO FORMA
ADJUSTMENTS  COMBINED

CONSECO  GREEN TREE

$22,968.9 $ - $ - $22,968.9
263.4 - - 263.4
- 14123 - 1,412.3
- 21546 - 2,154.6
474.2 - - 4742
596.6 - - 596.6
691.7 - - 691.7
534.8 19.1 - 553.9
837.7 8887 - 1,726.4
675.2 - - 675.2
.................. 27,0425  4,474.7 - 31,517.2
399.9 - - 399.9
- 228.5 - 2285
- 111.8 - 111.8
2,442.6 - - 2,442.6
1,022.5 - - 1,022.5
761.8 - - 761.8
42.4 - (42.4) 2) -
3,604.9 55.4 - 3,660.3
176.0 1212 - 297.2
- 234.2 - 234.2
431.3 29.4 - 460.7
.................. $35,923.9  $5,255.2 $(42.4) $41,136.7

integral
ined financial



CONSECO, INC. AND SUBSIDIA

UNAUDITED PRO FORMA COMBINED BALANCE S
March 31, 1998
(Dollars in millions)

LIABILITIES AND SHAREHOLDERS'

Liabilities:

Insurance liabilities:
Interest sensitive products.................
Traditional products
Claims payable and other policyholder funds.
Unearned premiums...
Liabilities related to separate accounts....

Investment borrowings

Investor payables

Other liabilities

Income tax liabilities

Notes payable and commercial paper:
COrporate......ccccoveeeeerueerineerreenenns
Related to finance receivables...............

Total liabilities

Minority interest:
Company-obligated mandatorily redeemable
preferred securities of subsidiary trust....
Common stock of subsidiary.....................

Shareholders' equity:

Preferred stock..........cccoeevviiiiiiinnns

Common stock and additional paid-in capital....

Accumulated other comprehensive income:
Unrealized appreciation of fixed maturity in
Unrealized appreciation of other investments
Minimum pension liability adjustment........

Less treasury shares at cost...

Retained earnings

Total shareholders' equity...............

Total liabilities and shareholders' equit

The accompanying notes are an
part of the unaudited pro forma comb
statements.

RIES

HEET (Continued)

EQUITY

CONSECO  GREEN TREE

$17,3206 $ -
5,758.0 -
1,617.3 -
409.1 -
675.2 -
1,196.1 -
- 653.3
1,223.4 556.2
- 637.4
.................. 2,435.1 -
.................. - 2,059.1

30,634.8 3,906.0

115.8 -
2,397.0 446.6

10.9 9

- (3.1)

- (222.6)
12176 1,127.4

Voroeeiieniien $35,923.9  $5,255.2

integral
ined financial

PRO FORMA

240.0 (3)
(42.4) (2)

(222.6) (4)

2226 (4
(240.0) (3)

$ (42.4)

ADJUSTMENTS  COMBINED

1158
2,621.0

159.0
11.8
(3.1)

2,105.0

$41,136.7




CONSECO, INC. AND SUBSIDIA RIES

UNAUDITED PRO FORMA COMBINED STATEME NT OF OPERATIONS

for the three months ended Marc h 31, 1998
(Dollars in millions, except per share data)
PRO FORMA
CONSECO  GREEN TREE ADJUSTMENTS  COMBINED
Revenues:
Insurance policy income:
Traditional products.............cccceenee. $ - $ 859.4
Interest sensitive products - 130.7
Net investment income..... 101.0 684.3
Gain on sale of receivables.. 129.1 129.1
Net investment gains............ - 104.8
Fee revenue and other income................... 55.7 76.5
Total revVenUes.......ccovvvevcceeeee s 1,699.0 285.8 1,984.8
Benefits and expenses:
Insurance policy benefits.......cccceeeeeeee. 680.4 - 680.4
Amounts added to annuity and financial pr oduct
policyholder account balances:
Interest......ccoveeeviiiiiiniieeen, - 188.4
Other amounts added to variable and equit
annuity products...................... - 85.6
Interest expense on notes payable 48.5 87.5
Interest expense on short-term investment borro - 18.9
Amortization related to operations............. - 117.1
Amortization related to investment gains....... - 86.4
Other operating costs and expenses............. 134.9 299.9
Total benefits and expenses.............. L 1,380.8 183.4 1,564.2
Income before income taxes, minority inte rest
and extraordinary charge ............ 318.2 102.4 420.6
Income tax eXPeNSEe......cccvevviiciiiceiieeeees s 131.3 38.9 170.2
Income before minority interest and
extraordinary charge ................. 186.9 63.5 250.4
Minority interest - distributions on Company-obliga ted mandatorily
redeemable preferred securities of subsidiary t rusts, net of
INCOME taXeS.....ccovviiiiiiiiciiciceees s 19.4 - 19.4
Income before extraordinary charge ...... L 167.5 63.5 231.0
Extraordinary charge on extinguishment of
debt, net of taxes and minority interest....... L 16.4 - 16.4
Netincome.......cocecvvvvvvcneees 151.1 63.5 214.6
Less preferred stock dividends.........cccoceeeee. L 2.0 - 2.0
Net income applicable to common stock.... L $ 149.1 $63.5 $ 212.6
(continued on next page )
The accompanying notes are an integral
part of the unaudited pro forma comb ined financial

statements.




CONSECO, INC. AND SUBSIDIA

UNAUDITED PRO FORMA COMBINED STATEMENT OF

for the three months ended Marc
(Dollars in millions, except per

Earnings per common share:
Basic:
Weighted average shares outstanding.........
Net income before extraordinary charge .....
Extraordinary charge

Netincome.......ccccvevveenieennes

Diluted:
Weighted average shares outstanding.........
Net income before extraordinary charge .....
Extraordinary charge............cccccee.ne.

Netincome.......cccvevveeniennnes

The accompanying notes are an
part of the unaudited pro forma comb
statements.

RIES
OPERATIONS (Continued)

h 31, 1998
share data)

CONSECO

185,941,000
$.89
.09

................... $.80

.................. 207,930,000
$.81
.08

................... $.73

integral
ined financial

GREEN TREE

134,237,000
$.47

$.47

135,820,000
$.47

$.47

PRO FORMA
ADJUSTMENTS  COMBINED

(11,209,000) (4) 308,969,000
$.

74
.05

$.69

(11,341,000) (4) 332,409,000
$.

70
.05

$.65



CONSECO, INC. AND SUBSIDIA RIES

UNAUDITED PRO FORMA COMBINED STATEMEN T OF OPERATIONS
for the year ended December 3 1, 1997
(Dollars in millions, except per share data)
PRO FORMA
CONSECO  GREEN TREE ADJUSTMENTS COMBINED
Revenues:
Insurance policy income:
Traditional products.............cccceenee. $ - $2,954.1
Interest sensitive products 456.7 - 456.7
Net investment income..... 1,825.3 370.6 2,195.9
Gain on sale of receivables.. - 546.8 546.8
Net investment gains............ 266.5 - 266.5
Fee revenue and other income................... 65.8 174.1 239.9
Total revVenUes.......ccovvvevcceeeee s 5,568.4 1,091.5 6,659.9
Benefits and expenses:
Insurance policy benefits.......cccceeeeeeee. 2,368.3 - 2,368.3
Amounts added to annuity and financial pr oduct
policyholder account balances:
Interest......ccoveeeviiiiiiniieeen, - 697.1
Other amounts added to variable and equit
annuity products...................... 109.6
Interest expense on notes payable 160.9 270.3
Interest expense on short-term investment borro - 42.0
Amortization related to operations............. - 408.8
Amortization related to investment gains....... - 181.2
Nonrecurring charges............c.cccevvvnene - 71.7
Other operating costs and expenses............. 577.2 4445 1,021.7
Total benefits and expenses.............. L 4,565.3 605.4 5,170.7
Income before income taxes, minority inte rest
and extraordinary charge ...~ L 1,003.1 486.1 1,489.2
INCOME tax EXPENSE....cccvvveeirciiieeiieeeeeee e 376.6 184.7 561.3
Income before minority interest and
extraordinary charge ................ 626.5 301.4 927.9
Minority interest:
Distributions on Company-obligated mandatorily redeemable
preferred securities of subsidiary trusts, n et of income taxes...  49.0 - 49.0
Dividends on preferred stock of subsidiaries... L 3.3 - 3.3
Income before extraordinary charge .... 574.2 301.4 875.6
Extraordinary charge on extinguishment of
debt, net of taxes and minority interest....... L 6.9 - 6.9
Netincome......cocevvvcvvvvccnees 567.3 301.4 868.7
Less amounts applicable to preferred stock:
Charge related to induced conversions.......... 13.2 - 13.2
Preferred stock dividends...................... 8.7 - 8.7
Net income applicable to common stock.. L $ 545.4 $ 3014 $ 846.8
(continued on next page )
The accompanying notes are an integral
part of the unaudited pro forma comb ined financial
statements.



CONSECO, INC. AND SUBSIDIA

UNAUDITED PRO FORMA COMBINED STATEMENT OF O

for the year ended December 3
(Dollars in millions, except per

Earnings per common share:
Basic:
Weighted average shares outstanding.........
Net income before extraordinary charge .....
Extraordinary charge

Netincome.......ccccvevveenieennes

Diluted:
Weighted average shares outstanding.........
Net income before extraordinary charge .....
Extraordinary charge............cccccee.ne.

Netincome.......cccvevveeniennnes

The accompanying notes are an
part of the unaudited pro forma comb
statements.

RIES
PERATIONS (Continued)

1,1997
share data)

CONSECO

integral
ined financial

GREEN TREE

$2.20

$2.15

PRO FORMA
ADJUSTMENTS  COMBINED

.02

.02




NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL STA TEMENTS
1. BASIS OF PRESENTATION

The unaudited pro forma combined financial stateésbave been prepared assuming that the GreerMineger will be accounted for under
the pooling of interests method and is based oiidterical consolidated financial statements oh§kro and Green Tree. Certain amounts in
the historical financial statements of Green Traeehbeen reclassified to conform with Consecothidal financial statement presentation.

Conseco and Green Tree are still in the processvidwing their respective accounting policies tiekato those followed by the other entity.
As a result of this review, it might be necessaryeistate certain amounts in Conseco's or GreegisTiaancial statements to conform to tr
accounting policies that are most appropriate. é#magement's opinion, any such restatements wibh@aohaterial.

Green Tree pools and securitizes substantiallgfalie loan contracts it originates, retainingitijestments in interest-only securities that are
subordinated to the rights of other investors; @ifidhe servicing on the contracts. The valuatidiinterestenly securities and servicing rigt

is determined by discounting the projected cashdlover the expected life of the finance receivalsigld using prepayment, default, loss,
interest rate and servicing cost assumptions. $heraptions used in calculating the value of intesaly securities and servicing rights are
subject to volatility. Prepayments resulting froompetition, obligor mobility, general and regioeabnomic conditions, and prevailing
interest rates, as well as actual losses incumeg, vary from the performance projected. Expeatatiaf future default, loss and prepayment
experience are reviewed periodically. Valuationuettbns considered permanent are recognized atuatien to earnings. The conclusions
reached in such reviews could result in materidlictions in the value of the interest-only secesitand servicing rights that could materially
affect operating results.

The unaudited pro forma consolidated financial infation should be read in conjunction with the dristal consolidated financial statements
of Conseco and Green Tree and the notes thereto.

2. INCOME TAX LIABILITIES
The income tax assets of Conseco are netted aglatnstcome tax liabilities of Green Tree.
3. MERGER AND INTEGRATION COSTS

In connection with the Green Tree Merger, Consep®ets to incur merger-related costs of approxila240 million, net of income taxes.
Such costs include investment banking, accounténgl and regulatory fees, severance and reteatists and other costs associated with the
Green Tree Merger. These expenses (including thgetetax effect) have been reflected in the urtaddiro forma combined balance sheet
financial information as of March 31, 1998, but ace reflected in the unaudited pro forma statenoéiperations financial information since
such expenses are not expected to have a contimpagt on the combined company.

4. SHAREHOLDERS' EQUITY AND WEIGHTED AVERAGE SHARESQUTSTANDING

Weighted average shares outstanding have beerntedijosreflect the issuance of .9165 shares of @mmsommon stock for each share of
Green Tree common stock or equivalents. The foligvahares of Green Tree common stock or equivalests outstanding at April 6, 1998:
(i) 134,012,054 shares of Green Tree common s{@rk;0,297,132 options outstanding to purchasee@reree common stock at an average
price of $23.12 per share (such options are eceiivab 6,174,713 shares of Conseco common stoskdizn the last reported sale price of a
share of Conseco common stock on April 6, 1998]; @n warrants to purchase 2,735,688 shares eeBiTree common stock at $22.75 per
share (such warrants are equivalent to 736,06@sldrConseco common stock, based on the lasttegpsale price of a share of Conseco
common stock on April 6, 1998 based on Green Tregs to call the warrant by issuing stock equérds at $15 per warrant). The treasury
stock held by Green Tree prior to the Green Treegklehas been reclassified to common stock andieddi paid-in capital to conform to
Conseco's presentation.

5. OPERATING COST SAVINGS

No adjustment has been included in the unauditedgvma consolidated financial information for teticipated operating cost savings. -
combined company expects to achieve operatingsendings through the reduction of certain borrowdngts as well as potentially through
the elimination of redundant staff functions, datacessing, marketing synergies and certain bdteabperations and the reduction of
corporate overhead. There can be no assurancarticipated operating cost savings will be achieved

8
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