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CONSECO, INC. AND SUBSIDIARIES

ITEM 5. OTHER EVENTS.

In August 1995, Conseco, Inc. ("Conseco") complétedourchase of all of the shares of common sté€XCP Insurance, Inc. ("CCP") it did
not previously own in a transaction pursuant toofHCCP was merged with Conseco, with Conseco libgurviving corporation.
Accordingly, the former subsidiaries of CCP are nelmolly owned subsidiaries of Conseco and theioants are consolidated with Conseco.
The merger and related transactions were reportddrutem 2 of Form 8-K of Conseco dated Augustl®B5.

The financial statements of Conseco for 1995 perjwibr to the acquisition have been restatedfteatethe operations of CCP on a
consolidated basis. Exhibits 99.1 and 99.2 inclhderestated financial statements of Conseco fdn eathe quarterly periods ended March
31, 1995 and June 30, 1995, reflecting the accafr®CP on the consolidated ba:



ITEM 7(c). EXHIBITS.

No.

99.1

99.2

CONSECO, INC. AND SUBSIDIARIES

Conseco, Inc. and Subsidiaries Unau
Financial Statements as of March 31
three months ended March 31, 1995,
consolidation of the accounts of CC
comparative Consolidated Financial
December 31, 1994, and for the thre
March 31, 1994

Consolidated Balance Sheet

Consolidated Statement of Opera

Consolidated Statement of Share

Consolidated Statement of Cash

Notes to Consolidated Financial

Conseco, Inc. and Subsidiaries Unau
Financial Statements as of June 30,
and six months ended June 30, 1995,
consolidation of the accounts of CC
comparative Consolidated Financial
December 31, 1994, and for the thre
June 30, 1994

Consolidated Balance Sheet
Consolidated Statement of Opera
Consolidated Statement of Share
Consolidated Statement of Cash
Notes to Consolidated Financial

dited Consolidated

, 1995, and for the
restated to reflect the
P Insurance, Inc., with
Statements as of

e months ended

tions

holders' Equity
Flows
Statements

dited Consolidated
1995, and for the three
restated to reflect the
P Insurance, Inc. with
Statements as of

e and six months ended

tions

holders' Equity
Flows
Statements



CONSECO, INC. AND SUBSIDIARIES
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.

Date: March 14, 1996
CONSECO, INC.

By: /s/ROLLIN M DI CK
Rollin M Dick
Executive Vice President
and Chief Financial Oficer



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED BALANCE SHE
(Dollars in millions)

ASSETS

Investments:
Actively managed fixed maturities at fair value
1995 - $12,518.6; 1994 - $7,440.5)
Equity securities at fair value (cost: 1995 - $4
Mortgage l0ans..........ccocvveeiiveennineen,
Credit-tenant loans.
Policy loans.....................
Investment in CCP Insurance, Inc................
Other invested assets .
Trading account securities.............cccu...
Short-term investments..........cccccceveernne
Assets held in separate accounts................

Total investments...........ccceevueenne

Accrued investment income.............cccceecvenne
Reinsurance receivables....
Income taxes........cccccevuenee
Cost of policies purchased..
Cost of policies produced..............cccuveeennne
Goodwill (net of accumulated amortization: 1995 -$3
Property and equipment (net of accumulated deprecia
Securities segregated for the future redemption of
stock of a subsidiary..........cccccceerinen.
Cash segregated for the redemption of subordinated
Other assets........cccoocevvviviciieiiecnne

Total assetS......cccvvvvveeiienrennns

(continued on next page

The accompanying notes are an integr
consolidated financial state

RIES

ET

March 3
1995

(restate
(unaudit

(amortized cost:

6.8; 1994 - $43.0).....cccuiiiiiiins 45.2

1.4;1994 - $25.3)........ e 7815
tion: 1995 - $29.1; 1994 - $27.1)......... 91.6
redeemable preferred

al part of the
ments.

1, December 31,
1994

d) (audited)

ed)

$7,067.1
39.6
142.6
69.0
175.1
195.4
68.7
21.6
295.4
84.9

8,159.4

126.3
45.5
195.2
1,021.6
300.7
687.7
89.1

36.2



CONSECO, INC. AND SUBSIDIA RIES

CONSOLIDATED BALANCE SHEET (Co ntinued)
(Dollars in millions)
LIABILITIES AND SHAREHOLDERS' EQUITY
March 3 1, December 31,
1995 1994
(restate d) (audited)
(unaudit ed)
Liabilities:
INSurance HabilitieS.......ccovvveveeeeeeeeees $ 13,02 21 $ 85374
Investment borrowings. .. 1,00 2.9 -
Other liabilities..........cccccovviriennenne 36 9.5 318.0
Liabilities related to separate accounts........ 18 7.8 84.9
Notes payable of Conseco..............ccceeenne. 41 8.2 191.8
Notes payable of Partnership Il entities, not di rect obligations of Conseco............... 31 5.7 331.1
Notes payable of Bankers Life Holding Corporatio n, not direct obligations of Conseco...... 28 0.2 280.0
Total Habiliti€S. v ——————————— 15,59 6.4 9,743.2
MINOMtY INEEIESt.uviieiiiie e e 55 4.7 321.7
Shareholders' equity:
Preferred StOCK.....coocvvvviccicces e 28 35 283.5
Common stock, no par value, and additional paid -in capital; 500,000,000 shares
authorized; shares issued and outstanding: 1 995 - 20,203,705; 1994 - 22,184,850....... 15 2.0 165.8
Unrealized depreciation of securities (net of a pplicable deferred
income tax benefits: 1995 - $34.9; 1994 - $6 5.9) it 6 7.2) (139.7)
Retained €arnings.....cccccvvvvvvienniicees e 37 7.3 437.4
Total shareholders' @qUItY.............. e 74 5.6 747.0
Total liabilities and shareholders' equi By e $16,89 6.7 $10,811.9
The accompanying notes are an integr al part of the

consolidated financial state ments.



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF OPE

(Dollars in millions)
(unaudited)

Revenues:

Insurance policy income..............ccccvueee
Investment activity:

Net investment income..............cccueee...

Net trading income..........cccoccuveeeennnes

Net realized gains (I0sses)..................
Feerevenue...........cccocovvveiienienennnn.
Equity in earnings of CCP Insurance, Inc........
Equity in earnings of Western National Corporati
Restructuring income ...........ccccceeeueeen.
Other iNCOMe.........ccovvveiiiieeeireen

Total revenues...........ccccceeeeeenvnnnnns

Benefits and expenses:
Insurance policy benefits..............cce.....
Change in future policy benefits
Interest expense on annuities and financial prod
Interest expense on notes payable...............
Interest expense on investment borrowings.......
Amortization related to operations..............
Amortization related to realized gains and losse
Other operating costs and expenses..............

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

Income before income taxes, minority interest
Income tax eXPeNSEe........ccoveevueeerieeriinenns

Income before minority interest and extraordi
Minority interest.......cccccceeeeeveiiiiinnnnns

Income before extraordinary charge...........
Extraordinary charge on extinguishment of debt, net

Net iNCOMEe........covvvveeeiiiiire s
Less preferred stock dividends.....................

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

(continued on next page

The accompanying notes are an integr
consolidated financial state

RIES

RATIONS

.......................................... 566.
and extraordinary charge...............
.......................................... 35.
nary charge .......cccccccevvveeeennnnnn.
.......................................... 26.
.......................................... 24.

50.

al part of the
ments.

months ended

March 31,
1994
d)
6 $321.1
8 68.5
8 -
5 (7.6)
9 12.9
8.0
21.9
65.3
7 1
3 490.2
1 232.3
7 111
2 14.6
2 135
4 2.2
4 30.2
7 (.9)
8 53.0
5 356.0
8 134.2
0 39.8
8 94.4
4 11.9
4 82.5
2.4
4 80.1
6 4.7
8 $75.4



CONSECO, INC. AND SUBSIDIA

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

Earnings per common share and common equivalent sha
Primary:
Weighted average shares outstanding..........
Net income before extraordinary charge.......
Extraordinary charge...........cccccccee....

Netincome..........ccoeeeecvvvinennnns

Fully diluted:
Weighted average shares outstanding..........
Net income before extraordinary charge.......
Extraordinary charge...........cccccccee....

Netincome..........ccoeeeecvvvinennnns

The accompanying notes are an integr
consolidated financial state

RIES

NS, continued
share data)

(restated)

..................................... 21,830,000
..................................... $.91

$.91

al part of the
ments.

months ended
arch 31,

32,814,000
$2.51
.07



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF SHAREHOL
(Dollars in millions)
(unaudited)

Preferred stock:
Balance, beginning and end of period............

Common stock and additional paid-in capital:
Balance, beginning of period....................
Amounts related to stock options and employee
Tax benefit related to issuance of shares und
Cost of shares acquired charged to common sto

Balance, end of period................ccoenee

Unrealized appreciation (depreciation) of securitie
Balance, beginning of period....................
Change in unrealized appreciation (depreciati

Balance, end of period.............cccceuueeee.

Retained earnings:
Balance, beginning of period....................
Net iNCOMe .......coocvvveeiiiiiiee s
Cost of shares acquired charged to retained e
Dividends on common stock....................
Dividends on preferred stock

Balance, end of period.............cccoeuueee.

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

The accompanying notes are an integr
consolidated financial state

RIES

DERS' EQUITY

Three mo
Marc

benefit plans
er employee benefit plans............ 1
ck and additional paid-in capital.... (15.0)

..................................... $152.0

s:

..................................... $(139.7)
[o] 1) P 72.5

..................................... $(67.2)

al part of the
ments.

nths ended
h 31,



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF CAS

(Dollars in millions)
(unaudited)

Cash flows from operating activities:

Net iNCOMEe........ovuveiiiiiiiee e

Adjustments to reconcile net income to net cash
Amortization and depreciation
Income taxes......cccccvveeeeeeinnnn.
Insurance liabilities.............ccccec...
Interest credited to insurance liabilities...
Fees charged to insurance liabilities........
Accrual and amortization of investment income
Deferral of cost of policies produced........
Restructuring income............ccceeevune
Equity in undistributed earnings of Western N
Equity in undistributed earnings of CCP Insur
Trading account securities...................
Minority interest.........cccccoeecieeeene
Extraordinary charge on extinguishment of deb
Realized gains (losses) and trading income (|

Net cash provided by operating activities.

Cash flows from investing activities:

Sales of investments........cccccccveeeenennn.

Maturities and redemptions......................

Purchases of investments.............cc.........

Purchase of additional shares of Bankers Life Ho

Purchase of additional shares of subsidiaries co

Cash held by CCP Insurance, Inc. before consolid

Cash held by Western National Corporation before
and the settlement of intercompany balances..

Proceeds from sale of shares of Western National
related transactions.........................

Net cash provided (used) by investing ac

Cash flows from financing activities:
Issuance of capital stock .....................
Issuance of notes payable of Conseco, net ......
Payments on notes payable of Conseco ...........
Payments on debt of subsidiaries - not direct ob
Payments to repurchase equity securities of Cons
Deposits to insurance liabilities...............
Investment borrowings............ccccvvvveeeens
Withdrawals from insurance liabilities..........
Dividends paid ..........coooeciviviiiiiienenns

Net cash provided (used) by financing ac

Net decrease in short-term investments..

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

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

The accompanying notes are an integr
consolidated financial state

RIES

H FLOWS

Three mon
March

(restated)

............................... $ 244
provided by operating activities:
56.1

ational Corporation............ -
ance, INC...........oeeeeee -

............................... 79.1
............................... (2,011.5)

Iding Corporation.............. (31.5)
mmon stock by subsidiaries..... (44.5)

al part of the
ments.

ths ended
31,

$ 80.1

311

(352.5)
537.9
(4.3)

16.0
(22-0.3)
(11.0)
(189.0)

76.2
105.1



CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

The following notes should be read in conjunctigthwhe notes to consolidated financial statemamsided in the 1994 Form 10-K of
Conseco, Inc. ("We", "Conseco" or the "CompanyheTonsolidated balance sheet as of March 31, Efbthe consolidated statement of
operations and cash flows for the three monthseMich 31, 1995, presented in the Company's F@4® for the quarterly period ended
March 31, 1995, have been restated to reflectdhsaidation of the accounts of CCP Insurance, (l@CP") effective January 1, 1995 (see

"Basis of Presentation - Consolidation issues"wlo
BASISOF PRESENTATION

Our unaudited consolidated financial statementsf &arch 31, 1995 and 1994, reflect all adjustmeoisisisting only of normal recurring
items, which are necessary to present fairly Cavisémancial position and results of operationsadrasis consistent with that of our prior
audited consolidated financial statements. We heslassified certain amounts from the prior petmdonform to the 1995 presentation.

Consolidation issues. In August 1995, Conseco cetag@lthe purchase of all of the shares of commmrksif CCP we did not previously o
in a transaction pursuant to which CCP was mergdd@onseco, with Conseco being the surviving coapion. Accordingly, the
accompanying financial statements have been restaiaclude the accounts of CCP on the consolitlbssis effective January 1, 1995. S
restatement has no effect on the net income oebblters' equity we report.

Prior to its initial public offering ("IPO") on Febary 15, 1994, Western National Corporation ("WN®@as a wholly owned subsidiary of
Conseco. We sold 60 percent of our equity intare¥¢NC in the IPO. After the IPO, we no longer hadlateral control of WNC and we
ceased including the accounts of WNC in our codstdid financial statements. We sold our remainthgercent interest in WNC on
December 23, 1994. Therefore, we had no earnings WNC in the first quarter of 1995 and our eqisitgarnings of WNC in the first
quarter of 1994 reflected: (i) all of WNC's earrsrfgr the period through February 15, 1994; andiQipercent of WNC's earnings for the
remainder of the quarter.

Conseco Capital Partners Il, L.P. ("Partnershipdtquired American Life Group, Inc. ("AGP," forrheThe Statesman Group, Inc. prior to
its name change in August 1995) on September 28} (tBe "Acquisition"). After the Acquisition, Pagrship 1l owns 80 percent of the
outstanding shares of AGP's common stock. Becaassdto Partnership Management, Inc., a wholly oveubdidiary of Conseco, is the
sole general partner of Partnership I, ConsecarotsnPartnership Il and AGP, even though its owhgr interest is less than 50 percent.
Because of this control, Conseco's consolidateahfiral statements are required to include the adsaf Partnership Il and AGP.
Immediately after the Acquisition, Conseco, throitgtdirect investment and through its equity iatgs in the investments made by Bankers
Life Holding Corporation ("BLH"), CCP and WNC, had®27 percent ownership interest in AGP. At March1¥95, Conseco's ownership
interest in AGP had decreased to 25 percent asatheesult of: (i) the sale of Conseco's 40 pereeuity interest in WNC on December 23,
1994; (ii) the sale of a portion of CCP's investtiarAGP to an unaffiliated company; and (iii) arciease in Conseco's percentage owne

in BLH and CCP due to our stock purchases andttuk purchases by BLH and CCP under their respestiare repurchase programs.

We accounted for the Acquisition of AGP using theghase method of accounting. Under purchase atiogume allocated the total
purchase cost of AGP to the assets and liabilittegiired, based on a preliminary determinatiomeirtfair values. We may adjust this
allocation when we make a final determination affsualues. We do not believe any adjustment wiliiagerial, however.

ADJUSTMENT TO ACTIVELY MANAGED FIXED MATURITIES

We classify fixed maturity investments into thregegories: "actively managed" (which are carriedstimated fair value), "trading
account” (which are carried at estimated fair vphred "held to maturity” (which are carried at atized cost). We did not classify any fixed
maturity investments in the trading account or hieldhaturity categories at March 31, 19



CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Adjustments to carry actively managed fixed mayurivestments at fair value have no effect on @nimgs. We record them, net of tax and
other adjustments, as an adjustment to sharehbégriy. The following table summarizes the effeicthese adjustments on Conseco's
actively managed fixed maturities as of March 3193.

Effect of fair value
Balance  adjustmentt o}
before  actively mana ged  Reported
adjustment  fixed maturit ies amount
(Dollars in mil lions)
Actively managed fixed maturities.................. $12,518.6 $(232.9) $12,285.7
Cost of policies purchased...........cccccoeueeene 1,124.2 69.1 1,193.3
Cost of policies produced.............ccccveeennne 446.4 33.6 480.0
Income tax asset........cccocvvverniiiiiiieniis 22.9 50.4 73.3
Minority interest.........ccccovvvvernieiennnen. 565.9 (11.2) 554.7
Unrealized appreciation (depreciation) of securitie 1.4 (68.6) (67.2)

PRO FORMA DATA

The pro forma data are presented as if the follgwiansactions had all occurred on January 1, 1@@the acquisition of AGP by Partnership
II; (ii) the IPO of WNC; and (iii) the sale by Caeso of its remaining 40 percent equity interestNC.

Three months

ended
M arch 31, 1994(a)
( Dollars in millions,
e xcept per share data)
REVENUES. ..ot vesenenceie s $495.0
Income before extraordinary Charge.........ccccee.. 19.8
Income before extraordinary charge per common share :
PrMAY oo e $ .54
FUY diULEd ... e .54
(@) Excludes revenues, netincome, netincome per primary common share and
net income per fully diluted common share from restructuring income
related to the IPO of WNC of $65.3 million , $42.4 million, $1.50 and

$1.29, respectively.
CHANGESIN NOTESPAYABLE
Notes payable of Conse

At March 31, 1995, we had drawn $30.0 million under $200.0 million revolving credit agreementseThterest rate on this amount was
6.88 percent at March 31, 1995.

At March 31, 1995, notes payable of Conseco incthdesenior notes of CCP due 2004. The senior ma&asinterest at 10.5 percent payable
semi-annually, are unsecured and rank pari passualiother unsecured and unsubordinated debbot€co. The notes are not redeemable
prior to maturity and are publicly traded on theaN¢ork Stock Exchange



CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Notes payable of Partnership Il entities (not didaligations of Consecc

During March 1995, AGP made a scheduled $15.0aniltirincipal payment on its senior term loan. Titeriest rates on this loan at March
31, 1995, were 8.5 percent for the $115.0 milliorbwed under Tranche A and 9.0 percent for the@®#0llion borrowed under Tranche B.

In connection with the Acquisition, cash was segted for the redemption of AGP's subordinated defves. During the three months ended
March 31, 1995, an additional $1.0 million prindipenount of such subordinated debentures was ctat/and redeemed. Funds to pay such
holders will be held in escrow until the debentwaes converted, redeemed or mature.

Notes payable of BLH (not direct obligations of Geno)

During April 1995, BLH made a scheduled $16.0 rilliprincipal payment on its senior term loan. Titeriest rate on this loan was 8.5
percent at March 31, 1995.

CHANGESIN CAPITAL STOCK

We repurchased 2.0 million of our common sharemduhe first three months of 1995 as part of aevusly announced stock repurchase
program. The total cost of shares repurchased gltii first quarter of 1995 of $92.4 million wakahted to shareholders' equity accounts as
follows: (i) $15.0 million to common stock and atiloinal paid-in capital (such allocation was basedhi® average common stock and paid-in
capital balance per share); and

(if) $77.4 million to retained earnings. In Apri®a5, we announced that we had terminated our constomk repurchase program.

During the first three months of 1995, we issue@®B38 common shares upon the exercise of stockraptroceeds from the exercise of
options of $.3 million and the related tax benefi$.1 million were added to common stock and adid#l paid-in capital.

During the first three months of 1995, we issuelB3,shares of common stock to employee benefisplas a result, we added $.8 million to
common stock and additional paid-in capital.

REINSURANCE

The cost of reinsurance ceded for policies contgimnortality or morbidity risks totaled $16.6 nolii and $6.0 million in the first three
months of 1995 and 1994, respectively. We deduttisccost from insurance policy income. Reinsurgmregniums assumed on policies
containing mortality risks totaled $1.7 million afidl.3 million in the first three months of 1995 &fi94, respectively. Reinsurance recove
netted against insurance policy benefits totalel$nillion and $5.7 million in the first three mbis of 1995 and 1994, respectively.

Certain annuity policies that were sold by WNC, antisequently ceded to CCP through a reinsurameemgnt, with an accumulated
account balance of approximately $73 million at 8faB1, 1995, are subject to a provision whereby thay be recaptured by WNC. WNC
informed the Company in February 1995 that it wikteeexercise its option to recapture these pdicidis recapture will transpire upon the
establishment of a mutually agreed upon valueHerdusiness



CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

CHANGESIN MINORITY INTEREST

During the first quarter of 1995, Conseco purchaseddditional 1.5 million common shares of BLH $&1.5 million. This increased our
common equity ownership interest in BLH to 62 patce

Changes in minority interest during the first thmeenths of 1995 and 1994 are summarized belowagdoih millions):

199 5 1994
Minority interest, beginning of period.............. $32 1.7 $223.8
Consolidation of CCP, effective January 1, 1995 e 19 1.2 -
Changes in investments by minority shareholders :
Repurchase by CCP of its common stock....... 4 4.6)
Purchase of common stock of BLH by Conseco.. e 3 1.5)
Minority interests' equity in the change in
Company's subsidiaries:
Net income before extraordinary charge...... 2 6.4 11.9
Unrealized appreciation (depreciation) of se 9 4.5 (8.4)
Dividends.........cccoeeuerenieeienienne ( 5.5) (4.1)
Other...cccvviiiiieiieceeeeee 25 -




CONSECO, INC. AND SUBSIDIA

CONSOLIDATED BALANCE SHE
(Dollars in millions)

ASSETS

Investments:

Actively managed fixed maturities at fair value (
1995 - $11,982.8; 1994 - $7,440.5)...........
Equity securities at fair value (cost: 1995 - $42
Mortgage loans.... .

Credit-tenant loans..........cccccoeveerinnenn.
Policy l0ans........ccccoeveieeiiiieeeen,
Investment in CCP Insurance, Inc.................
Other invested assets........cccccvveeeveeenns
Trading account securities...
Short-term investments..............

Assets held in separate accounts.................

Total investments...........cccceeueee.

Accrued investment income............cccoceueenne
Reinsurance receivables....
Income tax asset.............
Cost of policies purchased.. .
Cost of policies produced..............cccuveeennne

Goodwill (net of accumulated amortization: 1995 - $

Property and equipment (net of accumulated deprecia

Securities segregated for the future redemption of
of a subsidiary..........cccocvveviiieininnn.

Cash segregated for the retirement of subordinated

Other assets........cccooevvivvciieciecnene

Total assets......cccvvvvveeivneennns

(continued on next page

The accompanying notes are an integr
consolidated financial state

RIES

ET

June
199

(resta
(unaud

amortized cost:

71994 $43.0)....coveeeeerenenn

36.1; 1994 - $25.3).....coerereeers

tion: 1995 - $31.6; 1994 - $27.1)........

redeemable preferred stock

al part of the
ments.

30,

ted)
ited)

65.7
43.3
71.0
39.2
12.7

89.2

71.9
99.0

92.0

26.2
85.6

38.3
85.6
57.4
90.8

37.6
15.1
50.0

78.6

December 31,
1994

(audited)

$7,067.1
39.6
142.6
69.0
175.1

$10,811.9



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED BALANCE SHEET, ¢
(Dollars in millions)

LIABILITIES AND SHAREHOLDERS'

Liabilities:
Insurance liabilities...........c.ccvvernene
Income tax liabilities... .
Investment borrowings..........ccccoevvveeennes
Other liabilities.........cccovverieeneennns
Liabilities related to separate accounts.........
Notes payable of Conseco............ccccvveenne.
Notes payable of Partnership Il entities, not dir
Notes payable of Bankers Life Holding Corporation

Total liabilities............ccoveennns

Minority interest........cccceevveeevieeeennen.

Shareholders' equity:

Preferred StocK.........ccoovvvveiineinninnen,

Common stock and additional paid-in capital, no
500,000,000 shares authorized, shares outstand
1995 - 20,211,249; 1994 - 22,184,850..........

Unrealized appreciation (depreciation) of securi
deferred income taxes: 1995 - $20.6; 1994 - $(

Retained earnings...........ccccoeevvveeennnn.

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

Total liabilities and shareholders' equi

The accompanying notes are an integr
consolidated financial state

RIES

ontinued

EQUITY

June
199

(resta

(unaud

ect obligations of Conseco.................

, not direct obligations of Conseco........

........................................... 15,5
........................................... 6
........................................... 2
par value,

ing:

........................................... 1
ties (net of applicable
65.9)).cveereereerie e
........................................... 4
........................................... 9
B ettt $17,0

al part of the
ments.

30,
5

ted)
ited)
37.9
371
56.5
04.1
99.0
135
08.0
72.2

28.3

06.9

83.5

53.3

34.5
72.1

43.4

78.6

December 31,
1994

(audited)

$8,537.4

318.0
84.9
191.8
331.1
280.0

165.8

(139.7)
437.4

$10,811.9



CONSECO, INC. AND SUBSIDIA RIES

CONSOLIDATED STATEMENT OF OPE RATIONS
(Dollars in millions, except per share data)
(unaudited)

Three months ended Six months ended
June 30, June 30,
1995 1994 1995 1994
(restated) (restate d)
Revenues:
Insurance policy income.........coccoevvveeeeee. $362.6 $312.9 $730.2 $634.0
Investment activity:
Net investment income........ccccccevveeeeee. L 286.1 73.4 556.9 141.9
Net trading income (I0SS€S).....cccceeeeveeee 4.2 (2.4) 6.0 (2.4)
Net realized gains (I0sses).................. 73.0 (4.0) 74.5 (11.6)
Feerevenue.........ccccccovevveeieiinnceee 7.7 15.2 15.6 28.1
Equity in earnings of CCP Insurance, Inc........ - 9.2 - 17.2
Equity in earnings of Western National Corporati on......... - 9.5 - 31.4
Restructuring income ...........ccccceeeueeen. - - - 65.3
Other iNCOMe.........ccovvveiiiieeeireen 35 1 6.2 2
Total revenues.......ccooeeveevvceeeeee 737.1 413.9 1,389.4 904.1
Benefits and expenses:
Insurance policy benefits..............ccco..... 271.0 224.0 546.1 456.3
Change in future policy benefits 9.5 8.7 13.2 19.8
Interest expense on annuities and financial prod ucts....... 144.3 18.2 282.5 32.8
Interest expense on notes payable............... 26.2 11.7 52.4 25.2
Interest expense on investment borrowings....... 10.1 2.7 135 4.9
Amortization related to operations.............. 53.1 32.3 104.5 62.5
Amortization related to realized gains and losse 40.7 - 43.4 (.9)
Other operating costs and expenses.............. 65.7 52.9 131.5 105.9
Total benefits and expenses.....cccccee... .. 620.6 350.5 1,187.1 706.5
Income before income taxes, minority
interest and extraordinary charge...... ... 116.5 63.4 202.3 197.6
Income tax expense (benefit).......ccoceeveeeeeee. L (21.8) 18.5 13.2 58.3
Income before minority interest and
extraordinary charge ......ccooeeeeee. L 138.3 44.9 189.1 139.3
Minority interest.....cccoceveeeeevnviiiiceee 38.4 10.7 64.8 22.6
Income before extraordinary charge........ ... 99.9 34.2 124.3 116.7
Extraordinary charge on extinguishment of debt,
- - - 2.4

net of taxes and minority interest..............

(continued on next page

The accompanying notes are an integr
consolidated financial state

al part of the
ments.



CONSECO, INC. AND SUBSIDIA

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

Netincome..........ccoeeeveivviivennnns

Less preferred stock dividends.....................

Net income applicable to common stock.....

Earnings per common share and common equivalent sha
Primary:
Weighted average shares outstanding..........
Net income before extraordinary charge.......
Extraordinary charge...........c..ccueee.n.

Netincome........ccooevviiiiiiiiinnnns

Fully diluted:
Weighted average shares outstanding..........
Net income before extraordinary charge.......
Extraordinary charge...........c..ccueeeen.

Netincome..........ccoeeeecivvivennnns

The accompanying notes are an integr
consolidated financial state

RIES

NS, continued
share data)

Three months ended Six
June 30,

1995 1994 1995

(restated) (restated)
........... 99.9 34.2 124,

........... $95.3 $29.6 $115.

........... 21,323,000 26,487,000 21,576,00
$4.47 $1.11 $5.3

........... $4.47 $1.11 $5.3

........... 25,782,000 30,996,000 26,029,00
........... $3.87 $1.10 $4.7

........... $3.87 $1.10 $4.7

al part of the
ments.

months ended

June 30,
1994

3 114.3

2 9.3

1 $105.0

0 27,396,000

3 $3.92
(.09)

3 $3.83
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CONSECO, INC. AND SUBSIDIA RIES

CONSOLIDATED STATEMENT OF SHAREHOL DERS' EQUITY
(Dollars in millions)
(unaudited)

Six months ended
June 3 0,
1995 1994
Preferred stock:
Balance, beginning and end of period............ L $283.5 $287.5
Common stock and additional paid-in capital:

Balance, beginning of period..........c.cccoee. . $102.8
Amounts related to stock options and employee benefit plans 18.8
Tax benefit related to issuance of shares und er employee benefit plans.......... 1 67.5
Cost of shares acquired charged to common sto ck and additional

paid-in capital......ccocoeevnccees (15.0) (16.7)

Balance, end of period........cccccocvveeeeeecs e $153.3 $172.4

Unrealized appreciation (depreciation) of securitie S:

Balance, beginning of period............ccc.c.. e $(139.7) $ 975
Change in unrealized appreciation (depreciati 0Nt 174.2 (216.0)

Balance, end of period........cccccoeveeeeeeecs e $ 345 $(118.5)

Retained earnings:

Balance, beginning of period $654.8
Net income 114.3
Cost of shares acquired charged to retained e (240.0)
Dividends on common stockK.................... (6.3)
Dividends on preferred stock................. (9.3)

Balance, end of period........cccccocveeeeecs e $472.1 $5135

Total shareholders' equity.........c.... $943.4 $854.9

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:

Net inComMe.......ccovvvvviriieciecreceee

Adjustments to reconcile net income to net cash p
Amortization and depreciation.................
Income taxes................... .
Insurance liabilities.................c.......
Interest credited to insurance liabilities....
Fees charged to insurance liabilities.........
Accrual and amortization of investment income.
Deferral of cost of policies produced.........
Restructuring inCome...........cccceveeennes
Equity in undistributed earnings of Western Na
Equity in undistributed earnings of CCP Insura
Trading account securities....................
Minority interest..........ccoccvvevivneenns
Extraordinary charge on extinguishment of debt
Realized gains (losses) and trading income (lo

Net cash provided by operating activitie

Cash flows from investing activities:
Sales of investments..........cccoccvveerineens
Maturities and redemptions.
Purchases of investments...............ccceeene.
Purchase of additional shares of Bankers Life Hol
Purchase of additional shares of subsidiaries' co
Cash held by CCP Insurance, Inc. before consolida
Cash received from reinsurance recapture.........
Cash held by Western National Corporation before

and the settlement of intercompany balances...
Proceeds from sale of shares of Western National

Net cash provided (used) by investing ac

Cash flows from financing activities:
Issuance of capital Stock ...........cccceeunes
Issuance of notes payable of Conseco, net........
Payments on notes payable of Conseco ...........
Payments on notes payable of subsidiaries - not d
Payments to repurchase equity securities of Conse
Payments to repurchase equity securities of subsi
Investment borrowings............ccoevveeennen.

Deposits to insurance liabilities.... .
Withdrawals from insurance liabilities...........
Dividends paid ..........ccceevivieiiniieninns

Net cash provided (used) by financing ac

Net increase (decrease) in short-term in

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

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

The accompanying notes are an integr
consolidated financial state

RIES

H FLOWS

ding Corporation............ccceeeveeene

mmon stock by subsidiaries.................

al part of the
ments.

Six months ended
June 30,
1995 1994

ated)

1243 ¢ 1143

152.3 65.1
(43.1)  (27.9)
(19.7)  28.8

282.5 32.8

(51.7)  (17.5)
(66.4)  (13.4)
(153.6)  (65.2)
- (65.3)
- (30.4)
- (16.7)
- 17.2
55.0 18.1
- 2.4

1335  884.3
157.5 84.7
877.8) (1,099.0)

(44.5) -
123.0 -

- 158.8

- (352.5)

- 537.9
(45)  (39.7)

- (21.1)
4565  (17.4)
0298  169.9

1765  (194.4)

295.4 666.4

4719 $ 4720




CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

The following notes should be read in conjunctigthwhe notes to consolidated financial statemamsided in the 1994 Form 10-K of
Conseco, Inc. ("We", "Conseco" or the "Companyhe Tonsolidated balance sheet as of June 30, fl896onsolidated statements of
operations for the three and six month periods @ddee 30, 1995, and the consolidated statemeatsif flows for the six months ended J
30, 1995, presented in the Company's Form 10-Ghtoguarterly period ended June 30, 1995, have testated to reflect the consolidation

of the accounts of CCP Insurance, Inc. ("CCP")atife January 1, 1995 (see "Basis of Presentat@onsolidation issues" below).
BASISOF PRESENTATION

Our unaudited consolidated financial statementsf and for the periods ended June 30, 1995 and, ¥8fdct all adjustments, consisting o
of normal recurring items, which are necessaryrésent fairly Conseco's financial position and itssef operations on a basis consistent \
that of our prior audited consolidated financiattements. We have reclassified certain amounts thenprior period to conform to the 1995
presentation.

Consolidation issues. In August 1995, Conseco cetaglthe purchase of all of the shares of commuaeksif CCP we did not previously o
in a transaction pursuant to which CCP was mergdd@onseco, with Conseco being the surviving coapion. Accordingly, the
accompanying financial statements have been restaiaclude the accounts of CCP on the consolilbssis effective January 1, 1995. S
restatement has no effect on the net income oebblters' equity we report.

Prior to its initial public offering ("IPO") on Febary 15, 1994, Western National Corporation ("WN®@as a wholly owned subsidiary of
Conseco. We sold 60 percent of our equity intdreg¢NC in the IPO. After the IPO, we no longer hadlateral control of WNC and we
ceased including the accounts of WNC in our codstdid financial statements. We sold our remainthgercent interest in WNC on
December 23, 1994. Therefore, we had no earnings WNC in the first six months of 1995 and our égin earnings of WNC in the first
six months of 1994 reflected: (i) all of WNC's eiags for the period through February 15, 1994; @nd0 percent of WNC's earnings for the
period from February 15, 1994, through June 304199

Conseco Capital Partners Il, L.P. ("Partnershipdtquired American Life Group, Inc. ("AGP," forrheThe Statesman Group, Inc. prior to
its name change in August 1995) on September 28} (tBe "Acquisition"). After the Acquisition, Pagrship 1l owns 80 percent of the
outstanding shares of AGP's common stock. Becaassdto Partnership Management, Inc., a wholly oveubdidiary of Conseco, is the
sole general partner of Partnership Il, ConsecdralsnPartnership 1l and AGP, even though its owhgrinterest is less than 50 percent.
Because of this control, Conseco's consolidateahfiral statements are required to include the adsaf Partnership Il and AGP.
Immediately after the Acquisition, Conseco, throitgtdirect investment and through its equity iatgs in the investments made by Bankers
Life Holding Corporation ("BLH"), CCP and WNC, had27 percent ownership interest in AGP. At Junel895, Conseco's ownership
interest in AGP had increased to 28 percent aseheesult of changes in our ownership percentad H and CCP, partially offset by: (i)
the sale of Conseco's 40 percent equity interédfNiC on December 23, 1994, and; (ii) the sale pbdion of CCP's investment in AGP to
unaffiliated company.

We accounted for the Acquisition of AGP using tlheghase method of accounting. Under purchase atiogumwe allocated the total
purchase cost of AGP to the assets and liabiltéegiired based on their fair values, with the exodshe total purchase cost over the fair
value of the net assets acquired recorded as géodwi

ADJUSTMENT TO ACTIVELY MANAGED FIXED MATURITIES

We classify fixed maturity investments into thregegories: "actively managed" (which are carriedstimated fair value), "trading
account” (which are carried at estimated fair vphred "held to maturity” (which are carried at atized cost). We did not classify any fixed
maturity investments in the trading account or heldchaturity categories at June 30, 1995.

Adjustments to carry actively managed fixed mayurivestments at fair value have no effect on @nimgs. We record them, net of tax and
other adjustments, as an adjustment to sharehbégriy. The following table summarizes the effefcthese adjustments on Conseco's
actively managed fixed maturities as of June 3951



CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
Effect of fair value
Balance  adjustmentt o]
before  actively mana ged Reported
adjustment fixed maturit ies amount
(Dollars in mil lions)
Actively managed fixed maturities.................. $11,982.8 $382.9 $12,365.7
Cost of policies purchased 1,249.4 (111.1) 1,138.3
Cost of policies produced....... 403.1 (17.5) 385.6
Income tax liabilities............... 128.4 (91.3) 37.1
Minority interest..........cccocevveveveeeniinnenn 477.2 129.7 606.9
Unrealized appreciation of securities.............. 1.2 33.3 34.5

BANKERSLIFE HOLDING CORPORATION

On June 28, 1995, we completed the program to exqdditional shares of BLH common stock approvwethke Company's Board of
Directors on May 26, 1995. A total of 12.8 millishares were purchased for $262.4 million in operketand negotiated transactions during
1995. The shares purchased represented 24 pefddetautstanding shares of BLH common stock ingirepour ownership of BLH to 85
percent. We funded the acquisition with availatalshcand proceeds from our revolving credit agre¢snémcome tax expense was reduce
$66.5 million in the second quarter of 1995 assallteof the release of deferred income taxes preshoaccrued on undistributed income
related to BLH. Such deferred tax is no longer neglisince we now own over 80 percent of BLH aralitttome this tax relates to can be
distributed to Conseco without the payment of sash

We were required to use step-basis accounting wieeacquired additional shares of BLH common stack995 and previous acquisitions.
As a result, the assets and liabilities of BLH ut#d in our June 30, 1995 consolidated balance siygesent the following combination of
values: (i) the portion of BLH's net assets acqlivg Conseco in the November 1992 acquisition isedhas of that acquisition date; (ii) the
portion of BLH's net assets acquired in SeptembP8B81s valued as of that date; (iii) the portiorBafH's net assets acquired during 1995 is
valued as of the date of their purchase (for acttogrronvenience June 30, 1995, has been usedj\grite portion of BLH's net assets
owned by minority interests is valued based onralipation of (i) -

(iii) and the historical bases of the net assetsiiaed in the initial acquisition in 1992.

The acquisition of additional shares of BLH comnstock in 1995 had the following effects on Conseconsolidated balance sheet acco
(dollars in millions):




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

CONSECO, INC. AND SUBSIDIARIES

(unaudited)

PRO FORMA DATA

The pro forma data are presented as if the follgwiansactions had all occurred on January 1, 1@9the acquisition of additional shares of
BLH common stock in 1995; (ii) the acquisition o&R by Partnership II; (iii) the IPO of WNC; and)(ithe sale by Conseco of its remaining
40 percent equity interest in WNC.

Revenues........cccccevvviviieiiiiinnns

Income before extraordinary charge

Income before extraordinary charge per common share

Primary.......ccccoeecieeiiiiieeiieeens
Fully diluted..........ccoovevviieennen,

Six months
ended
une 30,1994(a)
lars in millions,
ept per share data)

$1,003.0
61.4

1.90
1.90

rdinary charge, income before
n share and income before
on share are amounts related
million, $1.55 and $1.36,

(@) Excluded from revenues, income before extrao
extraordinary charge per primary commo
extraordinary charge per fully diluted comm
to the IPO of WNC of $65.3 million, $42.4
respectively.

CHANGESIN NOTESPAYABLE
Notes payable of Conse

In June 1995, the maximum borrowings permitted uode revolving credit facility was increased by0$% million to $250.0 million. At June
30, 1995, we had drawn $225.0 million under thalitg. The average interest rate on the borrowings 6.8 percent at June 30, 1995.

At June 30, 1995, notes payable of Conseco indluelsenior notes of CCP due 2004. The senior m&asinterest at 10.5 percent payable
semi-annually, are unsecured and rank pari pagsualiiother unsecured and unsubordinated debbot€co. The notes are not redeemable
prior to maturity and are publicly traded on theaN¢ork Stock Exchange.

Notes payable of Partnership Il entities (not dimaligations of Consecc

During March 1995, AGP made a scheduled $15.0aniltirincipal payment on its senior term loan. Titeriest rates on this loan at June 30,
1995, were 8.25 percent for the $115.0 million bawed under Tranche A and 8.75 percent for the $dldn borrowed under Tranche B.

During the six months ended June 30, 1995, $9.lomibrincipal amount of AGP's debentures was caeeeand retired. Cash to pay holders
of the convertible debentures that remain outstandi being held in escrow until the convertibldelgtures are retired.

Notes payable of BLH (not direct obligations of Geno)

During April 1995, BLH made a scheduled $16.0 milliprincipal payment on its senior term loan. Titeriest rate on this loan was 8.3
percent at June 30, 19¢



CONSECO, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

CHANGESIN CAPITAL STOCK

We repurchased 2.0 million shares of our commockstiniring the first six months of 1995 as part of previously announced stock
repurchase program. The total cost of shares repaed during the first six months of 1995 of $9Rillion was allocated to shareholders'
equity accounts as follows: (i) $15.0 million tonemon stock and additional paiid-capital (such allocation was based on the awecagnmol
stock and paid-in capital balance per share); and

(if) $77.4 million to retained earnings. In Apri®25, we announced that we had terminated our constomk repurchase program.

During the first six months of 1995, we issued 48,8hares of common stock upon the exercise ok sfptions. Proceeds from the exercise
of options of $.4 million and the related tax benef $.1 million were added to common stock andiidnal paid-in capital.

During the first six months of 1995, we issued 4,8Bares of common stock to employee benefit pladditionally, we added $2.0 million
common stock and additional paid-in capital relatedmployee benefit plans.

REINSURANCE

The cost of reinsurance ceded for policies conmtgimnortality or morbidity risks totaled $33.3 nmili and $12.2 million in the first six mont
of 1995 and 1994, respectively. We deducted thés ftom insurance policy income. Reinsurance premiassumed on policies containing
mortality risks totaled $3.4 million and $2.4 nwlti in the first six months of 1995 and 1994, refipely. Reinsurance recoveries netted
against insurance policy benefits totaled $26.6ianiland $10.6 million in the first six months d845 and 1994, respectively.

Certain annuity policies that were sold by WNC, antisequently ceded to CCP through a reinsuraneemgnt, with an accumulated
account balance of approximately $73 million ate)8A, 1995, are subject to a provision whereby thay be recaptured by WNC. WNC
informed the Company in February 1995 that it wikteeexercise its option to recapture these pdicidis recapture will transpire upon the
establishment of a mutually agreed upon valueHertusiness.

CHANGESIN MINORITY INTEREST

Changes in the 1995 balances include the acquisifid2.8 million shares of BLH common stock in 98escribed above under "Bankers
Life Holding Corporation") which increased our commownership of BLH to 85 percent. Minority interas June 30, 1995, included: (i)
$82.7 million interest in the common stock of BL{H} $99.0 million interest in the redeemable prede stock of a subsidiary of AGP; (iii)
$15.1 million interest in preferred stock of AGR;) ($148.1 million interest in Partnership Il ardtetcommon stock of AGP and its
subsidiaries.

Changes in minority interest during the first simmths of 1995 and 1994 are summarized below:

199 5 1994
( Dollars in millions)
Minority interest, beginning of period............. . $32 1.7 $223.8

Consolidation of CCP, effective January 1, 1995 s 19 1.2 -
Changes in investments made by minority shareho Iders:

Repurchase by CCP of its common stock....... 4.6) -

Purchase of BLH common stock by Conseco..... 4.1) -

Repurchase by BLH of its common stock....... - (21.1)
Minority interests' equity in the change in
Company's subsidiaries:

NELINCOME. oo s 4.8 22.6

Unrealized appreciation (depreciation) of se curities ... 8.7 (32.2)

DIVIENAS...coiiiiiiiiiiiiiiiciieeee e 0.8) (7.2)

Minority interest, end Of PEHOd ....cccccceeees e $60 6.9 $185.9



CONSECO, INC. AND SUBSIDIARIES
PENDING MERGER

On May 21, 1995, Conseco and CCP signed a degnitigrger agreement under which Conseco will acquiief the approximately 11.8
million CCP shares that Conseco does not alreadyfon$23.25 per share in cash. The transactionires|the approval of holders of a
majority of CCP's outstanding shares (other thameshheld by Conseco) voting at a special stocldnslcheeting which will be held on
August 25, 1995.

SUBSEQUENT EVENT

AGP has filed a registration statement with theuiies and Exchange Commission with respect tmagsed public offering of 15.0 million
shares of its common stock. The offering includdsrBillion shares held by AGP's current sharehslded 5.9 million newly issued share:
be offered directly by AGP. The current sharehadeitl grant the underwriters an option to purchageo 2.2 million additional shares,
representing their entire remaining interest in Aican Life, to cover over-allotments, if any.
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