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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, 2009

[1 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 001- 31792
Conseco, Inc.

Delaware 75-3108137

State of Incorporation IRS Employer Identification No.

11825 N. Pennsylvania Street
Carmel, Indiana 46032 (317) 817-6100

Address of principal executive offices Telephone

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdiilésuch reports), and (2) has been
subject to such filing requirements for the pastlafs: Yes [ X ] No []

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥&tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T during the precediBgribnths (or for such shorter period
that the registrant was required to submit and posh files). Yes [1 No []

Indicate by check mark whether the Registrantl&sge accelerated filer, an accelerated filer, a-accelerated filer or a smaller reporting

company. See the definitions of "large accelerfited, "accelerated filer" and "smaller reporticgmpany" in Rule 12b-2 of the Exchange
Act. Large accelerated filer [ X ] Accelerated fi[§ Non-accelerated filer [ ] Smaller reportingrapany [ ]

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act): Yes [] No [ X ]

Indicate by check mark whether the registrant Hed &ll documents and reports required to be filgdection 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent toigtaliition of securities under a plan confirmedabgourt: Yes [ X No [ ]

Shares of common stock outstanding as of Apri®D9: 184,758,758
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ITEM 1. FINANCIAL STATEMENTS.

Investments:

Actively managed fixed maturities at fair value
March 31, 2009 - $18,538.0; December 31, 2008

Equity securities at fair value (cost: March 31,
December 31, 2008 - $31.0).......ccccervvrnne

Mortgage loans..........ccceeveevviireennen.

Policy loans........ccccceevvieeiiieeennen.

Trading securities...............

Securities lending collateral

Other invested assets ..........ccccceeveennen.

Total investments...........cccveevivveenne

Cash and cash equivalents - unrestricted...........
Cash and cash equivalents - restricted..
Accrued investment income............cocceeeeennes
Value of policies inforce at the Effective Date....
Cost of policies produced..............ccocveenne
Reinsurance receivables....
Income tax assets, Net................. .
Assets held in separate accounts...................
Other assets.......ccccveviniinnienie e

Total asSetsS......ccevvvvvveeriiveinninnen,

PART | - FINANCIAL INFORMATION

CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
(Dollars in millions)

(unaudited)
ASSETS
March 31
2009
(amortized cost:
- $18,276.3). i $15,396.

2009 - $30.7;

(continued on next page)

The accompanying notes are an integral part of¢imsolidated financial statements.
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December 31,
2008

(as adjusted)

$15,277.0

32.4
2,159.4
363.5

18,647.5

894.5
4.8
298.7
1,477.8
1,812.6
3,284.8
2,047.7



Liabilities:

Liabilities for insurance products:
Interest-sensitive products
Traditional products...........
Claims payable and other policyholder funds...
Liabilities related to separate accounts......

Other liabilities..........ccccovverieennne

Investment borrowings...........cccoovveeeins

Securities lending payable.....................

Notes payable - direct corporate obligations....

Total liabilities.........ccccovveernnes

Commitments and Contingencies

Shareholders' equity:

CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET, continued
(Dollars in millions)

(unaudited)

LIABILITIES AND SHAREHOLDERS' EQUITY

March 31, December 31,
200 9 2008

(as adjusted)

5.3 $13,332.8
4.3 9,828.7

Common stock ($0.01 par value, 8,000,000,000 sha res authorized, shares issued

and outstanding: March 31, 2009 - 184,758,758;
Additional paid-in capital......................
Accumulated other comprehensive loss............
Accumulated defiCit..........ccoevvveriinnnnn.

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

Total liabilities and shareholders' equity

The accompanying notes are an integral

7.8 1,008.4
7.0 18.2
6.5 457.4
8.3 767.5
6.4 408.8
0.5 1,3115
......................................... 26,91 6.1 27,133.3
December 31, 2008 - 184,753,758)........ 1.9 19

5.8) (705.2)
......................................... 1,59 1.2 1,630.0
......................................... $28,50 7.3 $28,763.3

part ofdimsolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS
(Dollars in millions, except per share data)

(unaudited)
Th ree months ended
March 31,
20 09 2008
(as adjusted)
Revenues:
INSUrance PoliCy INCOME....ccccveviveiieicces e $7 828 $ 785.1
Net investment income (loss):
General aCCOUNE @SSELS....cccvevvivrcnnis 3 08.6 310.0
Policyholder and reinsurer accounts and other
special-purpose portfolios.......cccceeeeee e ( 18.0) (26.0)
Realized investment gains (losses):

Net realized investment gains (losses), exclud ing impairment losses...........c......... 85.1 (4.3)

Other-than-temporary impairment losses:

Total other-than-temporary impairment [0SSes @ 08.1) (41.3)
Other-than-temporary impairment losses recog nized in other comprehensive loss......... 16.1 -

Net impairment 0SSES reCOgNIZEM........ccc... s ( 92.0) (41.3)
Total realized gains (I0SSES)....ccccvvvccees e (6.9) (45.6)
Fee revenue and other iNCOMe........ccccccceeeee. s 3.0 4.0

TOtAl TEVENUES. ..o ieiiiiiiiieeeeee s 1,0 69.5 1,027.5
Benefits and expenses:
Insurance policy BeNefitS.....ccocccvvvecccs e 7 53.5 767.7
Interest expense 23.2 30.8
AmOrtization..........ccoccevveeiienieennns 1 20.8 109.8
Expenses related to debt modification........... 9.5 -
Other operating Costs and EXPENSES......ccccccee e 1 20.3 131.1
Total benefits and eXPENSES.....ccccccceeee e 1,0 27.3 1,039.4
Income (loss) before income taxes and discon tinued operations.............ccccoeuue... 42.2 (11.9)
Income tax expense (benefit):
Tax expense (benefit) on period INCOME.......... . s 15.3 (4.2)
Valuation allowance for deferred tax assets..... s 24 -
Income (loss) before discontinued operations s 24.5 7.7)
Discontinued operations, net of iNCOMe taxes....... - 5
NetinCoOmMe (I0SS)..uviivveiiesieeiceeiees e $ 245 $ (7.2)
Earnings (loss) per common share:

Basic:

Weighted average shares outstanding......... . s 184,754 ,000 184,653,000

Income (loss) before discontinued operations $.13 $(.04)

Discontinued operations.....................
NEtiNCOME (I0SS)..uevvueeiiiiiieiieeee e $.13 $(.04)
Diluted:
Weighted average shares outstanding......... . 184,756 ,000 184,653,000

Income (loss) before discontinued operations $.13 $(.04)

Discontinued operations.....................
NEetinCOME (I0SS)..uccvvieiiiiiiecieees e $.13 $(.04)

The accompanying notes are an integral part oftimsolidated financial statemer






CONSECO, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
(Dollars in millions)

Balance, December 31, 2007 (as originally reported)
Cumulative effect of accounting change (adoption
FSP APB 14-1)....ccccoviiiiiiiieeiiieeanns
Balance, December 31, 2007 (as adjusted)...........
Comprehensive loss, net of tax:

Change in unrealized appreciation (depreciatio
of investments (net of applicable income tax
benefit of $163.5)......ccccceververnnnns

Total comprehensive l0ss..................

Stock option and restricted stock plans.........

Balance, March 31, 2008 (as adjusted)..............

Balance, December 31, 2008 (as originally reported)

Cumulative effect of accounting change (adoption
FSP APB 14-1)....cccviiieninecreanenne

Balance, December 31, 2008 (as adjusted)...........

Comprehensive loss, net of tax:

Net inCoMe.......covvevveeiiiieeee,

Change in unrealized appreciation (depreciatio
of investments (net of applicable income tax
benefit of $31.6)

Noncredit component of impairment losses on ac
managed fixed maturities (net of applicable
benefit of $4.7).....cccevviiniien.

Total comprehensive l0ss..................

Stock option and restricted stock plans.........

Effect of reclassifying noncredit component of p
recognized impairment losses on actively manag
fixed maturities (net of applicable income tax

(unaudited)
R etained
Common stock Accumulated other e arnings

and additional comprehensive (ac cumulated

paid-in capital loss d eficit)y  Total
........... $4,070.5 $ (273.3) $ 438.7  $4,235.9
of
........... 28.0 - (11.6) 16.4
........... 4,098.5 (273.3) 427.1 4,252.3
........... - - (7.2) (7.2)
n)
........... - (292.3) - (292.3)
........... (299.5)
........... 1.9 - - 1.9
........... $4,100.4 $ (565.6) $ 419.9  $3,954.7
........... $4,077.9 $(1,770.7) $( 688.0) $1,619.2
of
........... 28.0 - (17.2) 10.8
........... 4,105.9 (1,770.7) ( 705.2) 1,630.0
........... - - 24.5 24.5
n)
........... - (56.2) - (56.2)
tively
income tax
........... - (8.7) - (8.7)
........... (40.4)
........... 1.6 - - 1.6
reviously
ed
benefit
........... - (4.9) 4.9 -
........... $4,107.5 $(1,840.5) $( 675.8) $1,591.2

The accompanying notes are an integral part o€dimsolidated financial statements.
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Cash flows from operating activities:
Insurance policy income.
Net investment income.......... .
Fee revenue and other income....................
Net sales of trading securities..
Insurance policy benefits
Interest expense.............
Policy acquisition costs... .
Other operating Costs........c.cccvvevivneenns

Net cash provided by operating activities.....

Cash flows from investing activities:
Sales of investments...........c.ocevevevneene
Maturities and redemptions of investments.......
Purchases of investments........................
Change in restricted cash

Change in cash held by discontinued operations..

Net cash used by investing activities ........

Cash flows from financing activities:
Payments on notes payable.......................
Amounts received for deposit products.
Withdrawals from deposit products
Investment borrowings...........ccceeeveeennns

Net cash used by financing activities.......

Net increase (decrease) in cash and cash equ

Cash and cash equivalents, beginning of period.....

Cash and cash equivalents, end of period...........

CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

(Dollars in millions)

(unaudited)

The accompanying notes are an integral part o€dimsolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

(unaudited)

The following notes should be read together withribtes to the consolidated financial statemewtsidied in the 2008 Form 10-K of
Conseco, Inc.

Conseco, Inc., a Delaware corporation ("CNQO"), lling company for a group of insurance compaojeating throughout the United
States that develop, market and administer suppieahleealth insurance, annuity, individual lifeunance and other insurance products. C
became the successor to Conseco, Inc., an Ind@paration (our "Predecessor"), in connection witin bankruptcy reorganization which
became effective on September 10, 2003 (the "E¥fle®ate"). The terms "Conseco”, the "Company","Was", and "our" as used in this
report refer to CNO and its subsidiaries or, wHendontext requires otherwise, our Predecessoitasdbsidiaries. We focus on serving the
senior and middle-income markets, which we beli@eeattractive, high growth markets. We sell owdpicts through three distribution
channels: career agents, professional independetiigers (some of whom sell one or more of our peotines exclusively) and direct
marketing.

TRANSFER OF SENIOR HEALTH INSURANCE COMPANY OF PENN SYLVANIA TO AN
INDEPENDENT TRUST

On November 12, 2008, Conseco and CDOC, Inc. ("CDCwholly owned subsidiary of Conseco (and thgetwith Conseco, the
"Conseco Parties"), completed the transfer (thari$ter") of the stock of Senior Health Insurancenfany of Pennsylvania ("Senior Healli
formerly known as Conseco Senior Health Insuranm@a@any prior to its name change in October 2008eawior Health Care Oversight
Trust, an independent trust (the "Independent Tyt the exclusive benefit of Senior Health'sdeterm care policyholders. Consummation
of the transaction was subject to the approvahefRennsylvania Insurance Department.

As a result of the Transfer, Senior Health's losigrt care business is presented as a discontinwdtagm in prior periods. The operating
results from the discontinued operations are dsvisl (dollars in millions):

Three months ended
March 31, 2008

Revenues:
Insurance policy INCOME.......ccovvceeenncees e $66.1
Net investment iNCOME.......cccccvvvvvcieeee e 43.7
Net realized investment gainS......cccccceeeeee. 2.0
Total rEVENUES.......ovvveiiiiiieeces e 111.8
Benefits and expenses:
Insurance policy benefits.......cccoceeeees e 90.1
AMOItIZAtION....ccoiiiciiic i e 5.3
Other operating COSts and eXPENSES........ccceee. e 15.7
Total benefits and eXpensSesS.....ccccccceeeees e 1111
Income before iINCOMeE taxes......cccceeeeeee. e 7
Income tax expense on period iINCOME.......ccccceeee e 2
Net income from discontinued operations...... L $ 5



CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

BASIS OF PRESENTATION

Our unaudited consolidated financial statementsaeehormal recurring adjustments that are necgdsaia fair statement of our financial
position and results of operations on a basis stersi with that of our prior audited consolidatadhcial statements. As permitted by rules
and regulations of the Securities and Exchange Gesiom (the "SEC") applicable to quarterly repansForm 10-Q, we have condensed or
omitted certain information and disclosures norynadtluded in financial statements prepared in et&oce with accounting principles
generally accepted in the United States of AmgfiGaRAAP"). We have reclassified certain amounts fribra prior periods to conform to the
2009 presentation. These reclassifications haweffeot on net income or shareholders' equity. Redat interim periods are not necessarily
indicative of the results that may be expectedaftull year.

The balance sheet at December 31, 2008, preseateithhhas been derived from the audited finarst&ements at that date but does not
include all of the information and footnotes reqdiby GAAP in the United States for complete finahstatements.

When we prepare financial statements in conformvith GAAP, we are required to make estimates asdragtions that significantly affect
reported amounts of various assets and liabiléiebsthe disclosure of contingent assets and liedsilat the date of the financial statements
revenues and expenses during the reporting pefimisxample, we use significant estimates andnagons to calculate values for the cost
of policies produced, the value of policies infoetghe Effective Date, certain investments (incigdderivatives), assets and liabilities rele

to income taxes, liabilities for insurance produtitdilities related to litigation, guaranty fusdsessment accruals and amounts recoverable
from loans to certain former directors and formmpéoyees. If our future experience differs fromshestimates and assumptions, our
financial statements would be materially affected.

Our consolidated financial statements exclude ¢kalts of material transactions between us and¢ansolidated affiliates, or among our
consolidated affiliates.

OUT-OF-PERIOD ADJUSTMENTS

During the first quarter of 2009, we corrected akdtions affecting insurance policy income for a@rtlife products and insurance policy
benefits for certain annuity products for errorscdivered during the quarter which decreased netrirdoy $2.1 million in the first quarter of
2009. The impact of correcting these errors inmpy&ars was not significant to any individual pdritVe evaluated these errors taking into
account both qualitative and quantitative factard eonsidered the impact of these errors in reddtiche current period, which is when they
were corrected, as well as the periods in whicly tireginated. Management believes these errorgraraterial to both the consolidated
quarterly and annual financial statements.

ACCOUNTING FOR INVESTMENTS

We classify our fixed maturity securities into arfahree categories: (i) "actively managed" (whieh carry at estimated fair value with any
unrealized gain or loss, net of tax and relatedsidjents, recorded as a component of sharehotprity); (i) "trading” (which we carry at
estimated fair value with changes in such valueggrized as trading income); or (iii) "held to mattyir (which we carry at amortized cost).
We had no fixed maturity securities classified akllto maturity during the periods presented irs¢hnancial statements.

Certain of our trading securities are held in doréto offset the portion of the income statemeiatility caused by the effect of interest rate
fluctuations on the value of certain embedded @¢irres related to our equity-indexed annuity prasiand certain modified coinsurance
agreements. See the note entitled "Accounting fmvatives" for further discussion regarding emtestiderivatives and the trading accounts.
In addition, the trading account includes investtadiacking the market strategies of our multibueketuity products. The change in market
value of these securities, which is recognizedenily in income from policyholder and reinsurer@aats and other speciplirpose portfolic

(a component of investment income), is substagt@fset by the change in insurance policy bendditshese products. Our trading securi
totaled $280.3 million and $326.5 million at Margh, 2009 and December 31, 2008, respectively.
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CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

Accumulated other comprehensive loss is primainprised of the net effect of unrealized apprecia{depreciation) on our investments.
These amounts, included in shareholders' equitf Barch 31, 2009 and December 31, 2008, were lasii® (dollars in millions):

March 31, December 31,
2009 2008
Net unrealized depreciation on actively managed fix ed maturity securities
on which an other-than-temporary impairment loss has been recognized............. $ (25.3) $ -
Net unrealized losses on all other investments..... e (3,124.0) (3,015.9)
Adjustment to value of policies inforce at the Effe ctive Date........ccceevuveeenn. 110.5 111.0
Adjustment to cost of policies produced............ 179.9 154.8
Unrecognized net loss related to deferred compensat ion plan. (7.9) (8.0)
Deferred iNnCOMe tax @SSet.....cccccovvvveennccices e 1,026.3 987.4
Accumulated other comprehensive loss.......... L $(1,840.5) $(1,770.7)

EARNINGS PER SHARE

A reconciliation of net income (loss) and sharesdu® calculate basic and diluted earnings (losslshare is as follows (dollars in millions
and shares in thousands):

Thre e months ended
March 31,
2009 2008
Income (loss) before discontinued operations....... $24.5 $(7.7)
Discontinued OpPerationsS.......ccccccevvcvencccees - 5
Net income (loss) for basic and diluted earnin gs pershare........ccocevvvvennnns $24.5 $(7.2)
Shares:
Weighted average shares outstanding for basic
€arniNgs Per Shar€.....ccccccvviccceees 184,754 184,653
Effect of dilutive securities on weighted
average shares:
Stock option and restricted stock plans..... L, 2 -
Dilutive potential common shares............. 2 -
Weighted average shares outstanding for dilu ted
€arnings PEr Shar€.....cccocvcvvccccccs e 184,756 184,653

There were no dilutive common stock equivalentsrduthe first three months of 2008 because of #tdass recognized by the Company
during such period. Therefore, all potentially tite shares are excluded in the weighted averageestoutstanding for diluted earnings per
share.
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CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

The following summarizes the equivalent common ah&or securities that were not included in the poration of diluted earnings per share,
because doing so would have been antidilutive @ geriod (shares in thousands):

Three month s ended
March 31 , 2008
Equivalent common shares that were antidilutive dur ing the period:
Stock option and restricted stock plans........ L 26

As further discussed in the note to the consoldlfiteancial statements entitled "Recently IssueddAmting Standards", the Financial
Accounting Standards Board (the "FASB") issued EEH- 03-6-1 in May 2008 which is effective for fag/ears beginning after December
15, 2008. FSP EITF 03-6-1 requires unvested stagedpayment awards that contain non-forfeitaglesito dividends or dividend
equivalents (whether paid or unpaid) to be treategarticipating securities prior to vesting ahéréfore, must be included in the earnings
allocation in calculating earnings per share urtidertwo-class method. Our adoption of FSP EITF @3elid not have a significant impact on
our earnings per share calculations due to the temadity of unvested restricted stock that aresidered to be participating securities.

In August 2005, we completed the private offerifi@®30.0 million of 3.50% Convertible Debenturegedieptember 30, 2035 (the
"Debentures"). In future periods, our diluted slsavatstanding may include incremental shares issugdon conversion of all or part of such
Debentures. Since the remaining $293.0 million@pal amount of outstanding Debentures can onlgedeemed for cash, it has no impact
on the diluted earnings per share calculationcboedance with the conversion feature of these Bieipes, we may be required to pay a stock
premium along with redeeming the accreted princmabunt for cash, if our common stock reaches taicemarket price. In accordance with
the consensus from EITF No. 04-8, "The Effect ohtiwently Convertible Instruments on Diluted Eags per Share", we will include the
dilutive effect of our Debentures in the calculatf diluted earnings per share when the impadtligive. During the three months ended
March 31, 2009 and 2008, the conversion featutbaxfe Debentures did not have a dilutive effecabse the weighted average market price
of our common stock did not exceed the initial cension price of $26.66. Therefore, the Debentueskrio effect on our diluted shares
outstanding or our diluted earnings (loss) pereifiar the three months ended March 31, 2009 an8.200

Basic earnings (loss) per common share is compagteatividing net income

(loss) applicable to common stock by the weightest@age number of common shares outstanding fopehied. Restricted shares (including
our performance shares) are not included in basitirgs (loss) per share until vested. Diluted iegsn(loss) per share reflect the potential
dilution that could occur if outstanding stock opits were exercised and restricted stock was veBheddilution from options and restricted
shares is calculated using the treasury stock rdetbioder this method, we assume the proceeds tremaercise of the options (or the
unrecognized compensation expense with respeestdated stock) will be used to purchase sharesioEommon stock at the average
market price during the period, reducing the dileiteffect of the exercise of the options (or thstivey of the restricted stock).

BUSINESS SEGMENTS

We manage our business through the following: tpr@aary operating segments, Bankers Life, ColoRihn and Conseco Insurance Group,
which are defined on the basis of product distidutand corporate operations, which consists ¢dihg company activities and certain
noninsurance businesses. Prior to the fourth quaft2008, we had a fourth operating segment cosedrof other business in run-off. The
other business in run-off segment had includedisiat business that we no longer market or undégvamd were managed separately from
our other businesses. Such segment had consistéjllong-term care insurance sold in prior yedm®ugh independent agents; and

(i) major medical insurance. As a result of tharisfer, as further discussed in the note entifledrisfer of Senior Health Insurance Comg.

of Pennsylvania to an Independent Trust", a subiatgortion of the long-term care business indkiger business in run-off segment is
presented as discontinued operations in our categeli financial statements. Accordingly, we hawtated prior period segment disclosures
to conform to management's current view of the Camy[s operating segments.
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CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

We measure segment performance for purposes ofi¢iaaccounting Standards No. 131, "Disclosuresualsegments of an Enterprise and
Related Information”, excluding realized investmgains (losses) because we believe that this peédioce measure is a better indicator of
ongoing business and trends in our business. Qmapy investment focus is on investment incomeuigp®rt our liabilities for insurance
products as opposed to the generation of realinazbtment gains (losses), and a loegn focus is necessary to maintain profitabilixiothe
life of the business. Realized investment gainss@s) depend on market conditions and do not resdlgselate to decisions regarding the
underlying business of our segments. We may expegiecalized investment gains (losses), whichafiééct future earnings levels since our

underlying business is long-term in nature and e&dito earn the assumed interest rates on thetfimets backing our liabilities for
insurance products to maintain the profitabilityoof business.
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CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

Operating information by segment was as followsl&® in millions):

Thr ee months ended
March 31,
200 9 2008
Revenues:
Bankers Life:
Insurance policy income:
Annuities $ 1 06 $ 17.0
Supplemental health. 41 0.9 412.4
Life e 4 2.2 43.6
Other......coooviiiiiiiee 2 7.8 24.0
Net investment income (a) 14 2.2 129.3
Fee revenue and other income (a)............ 1.4 1.6
Total Bankers Life revenues....... e 63 5.1 627.9
Colonial Penn:
Insurance policy income:
Supplemental health.................... 1.9 2.2
Life. e, 4 5.0 41.9
Other. 2 3
Net investment income (@)..........c.ccv.. 9.8 9.2
Fee revenue and other income (a)............ 2 .3
Total Colonial Penn revenues....... e 5 7.1 53.9
Conseco Insurance Group:
Insurance policy income:
ANNUItIES. ..o 1 2.9 2.7
Supplemental health.................... 14 9.4 153.9
Life. i 7 9.8 83.8
Other......cooovviviiiiiice 2.1 3.3
Net investment income (@)..........c.cc.v... 13 4.3 136.1
Fee revenue and other income (a). 7 .8
Total Conseco Insurance Group reven UBS..iiirieie e et 37 9.2 380.6
Corporate:
Net investment income...................... 4.3 9.4
Fee and other income 7 13
Total corporate reVENUES........... . e 5.0 10.7
TOtal FEVENUES....vvvveeceeeees 1,07 6.4 1,073.1

(continued on next page)
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Expenses:
Bankers Life:
Insurance policy benefits
Amortization..........ccccceeeeeeieenen.
Other operating costs and expenses..........

Total Bankers Life expenses............

Colonial Penn:
Insurance policy benefits...................
Amortization...........cccceeveeneinnns
Other operating costs and expenses..........

Total Colonial Penn expenses...........

Conseco Insurance Group:
Insurance policy benefits...................
Amortization..........cccccevveerieinene
Interest expense on investment borrowings...
Other operating costs and expenses..........

Total Conseco Insurance Group expenses.

Corporate:
Interest expense on corporate debt..........
Interest expense on variable interest entity
Expenses related to debt modification.......
Other operating costs and expenses..

Total corporate expenses...............

Total expenses..........cceeeeneennn.

Income (loss) before net realized investment lo
amortization), income taxes and discontinued
Bankers Life.......cccccvveiiinennns
Colonial Penn........ccccveviveens
Conseco Insurance Group...
Corporate operations..................

Income (loss) before net realized inves
amortization), income taxes and dis

(a) Itis not practicable to provide additional co
product or services.

CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

(continued from previous page)
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CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

A reconciliation of segment revenues and expertsesrisolidated revenues and expenses is as fo{tbollars in millions):

Th ree months ended
March 31,
200 9 2008
Total SEBGMENE FTEVENUES......vvieeiiiieecieeenieee e $1,07 6.4 $1,073.1
Net realized iNVESIMENT I0SSES...ccovvvveeccis e ( 6.9) (45.6)
Consolidated rEVENUES......cccvvveveeeeeeeceeeee $1,06 9.5 $1,027.5
Total SEgMENt EXPENSES...cevvievieerieiiiiiices e $1,02 7.3 $1,042.2
Amortization related to net realized investment los SBS.iiiiiiiie et et - (2.8)
Consolidated EXPENSES....ccccvvvcverieiicence e $1,02 7.3 $1,039.4

ACCOUNTING FOR DERIVATIVES

Our equity-indexed annuity products provide a gotaad base rate of return and a higher potentiafrréhat is based on a percentage (the
"participation rate") of the amount of increasehia value of a particular index, such as the Stah&8aPoor's 500 Index, over a specified
period. Typically, at the beginning of each polamniversary date, a new index period begins. Wganerally able to change the
participation rate at the beginning of each indesiqal during a policy year, subject to contractmalimums. We typically buy call options or
call spreads referenced to the applicable indicesieffort to hedge potential increases to pobidgér benefits resulting from increases in the
particular index to which the product's returnimkéd. We reflect changes in the estimated maraktevof these options in net investment
income (classified as investment income from pdiager and reinsurer accounts and other speciggserportfolios). Net investment losses
related to equity-indexed products were $15.7 oniliand $34.4 million in the three months ended M&t, 2009 and 2008, respectively.
These amounts were substantially offset by a cporeding release of insurance policy benefits. T8terated fair value of these options was
$16.5 million and $17.6 million at March 31, 2008&eDecember 31, 2008, respectively. We classifgghastruments as other invested
assets.

The Company accounts for the options attributethégoolicyholder for the estimated life of the aitygontract as embedded derivatives as
defined by Statement of Financial Accounting Stadsl&No. 133, "Accounting for Derivative Instrumeatsd Hedging Activities", as
amended by Statement of Financial Accounting Stafsddlo. 137, "Deferral of the Effective Date of FAStatement No. 133" and Staterr
of Financial Accounting Standards No. 138, "Accaumfor Certain Derivative Instruments and Certdedging Activities" (collectively
referred to as "SFAS 138"). In accordance withemegjuirements, the expected future cost of optimnsquity-indexed annuity products is
used to determine the value of embedded derivatiMes Company does not purchase options to hedygities which may arise after the
next policy anniversary date. The Company mustevaloth the options and the related forward embedgédns in the policies at fair value.
These accounting requirements often create vdjatilithe earnings from these products. We redoedchanges in the fair values of the
embedded derivatives in current earnings as a coemi®f policyholder benefits. Effective Januar@08, we adopted Statement of
Financial Accounting Standards No. 157 "Fair Vaileasurements" ("SFAS 157") which required us ta@dahe embedded derivatives
reflecting a hypothetical market perspective far falue measurement. We recorded a charge ofr#illi®n to net income (after the effects
of the amortization of the value of policies inferat the Effective Date and the cost of policiexdpced (collectively referred to as
"amortization of insurance acquisition costs") ammbme taxes), attributable to changes in theviawe of the embedded derivatives as a
result of adopting SFAS 157. The fair value of thdsrivatives, which are classified as "liabilitfes interest-sensitive products”, was $396.3
million at March 31, 2009 and $430.6 million at Betber 31, 2008. We maintain a specific block oEstments in our trading securities
account, which we carry at estimated fair valudwtianges in such value recognized as investmeoinia (classified as investment income
from policyholder and reinsurer accounts and osipecial-purpose portfolios). The change in valuthe$e trading securities attributable to
interest fluctuations is intended to offset a portof the change in the value of the embedded atévi.
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If the counterparties for the derivatives we had fo meet their obligations, we may have to retpg a loss. We limit our exposure to such a
loss by diversifying among several counterpartiggelbed to be strong and creditworthy. At March 3009, substantially all of our
counterparties were rated "A" or higher by Standafoor's Corporation ("S&P").

Certain of our reinsurance payable balances coetaimedded derivatives as defined in SFAS No. 138dmentation Issue No. B36,
"Embedded Derivatives:

Modified Coinsurance Arrangements and Debt Instniséhat Incorporate Credit Risk Exposures thatamelated or Only Partially Related
to the Creditworthiness of the Obligor of Thoserdmsients". Such derivatives had an estimated &lirevof $7.7 million and $6.6 million at
March 31, 2009 and December 31, 2008, respectidlg.adoption of SFAS 157 had no impact on theatan of these embedded
derivatives. We record the change in the fair valihese derivatives as a component of investimenime (classified as investment income
from policyholder and reinsurer accounts and ogipecial-purpose portfolios). We maintain a spedifack of investments related to these
agreements in our trading securities account, wiveltarry at estimated fair value with changeaichsvalue recognized as investment
income (also classified as investment income fraficpholder and reinsurer accounts and other speadigose portfolios). The change in
value of these trading securities attributablenteriest fluctuations is intended to offset the ¢feaim value of the embedded derivatives.
However, differences will occur as corporate spsegtthnge.

REINSURANCE

The cost of reinsurance ceded totaled $43.7 mibiod $37.6 million in the first three months of 2¢dhd 2008, respectively. We deduct this
cost from insurance policy income. In each casec#iding Conseco subsidiary is directly liabledlaims reinsured in the event the assuming
company is unable to pay. Reinsurance recoverigschagainst insurance policy benefits totaled $126illion and $93.5 million in the first
three months of 2009 and 2008, respectively.

From time-to-time, we assume insurance from otberganies. Any costs associated with the assumpfiorsurance are amortized
consistent with the method used to amortize theafgsolicies produced. Reinsurance premiums asduotaled $131.1 million and $127.4
million in the first three months of 2009 and 2088spectively. Reinsurance premiums included ansoassumed pursuant to marketing and
guota-share agreements with Coventry Health C&evgntry") of $122.6 million and $118.7 million the first three months of 2009 and
2008, respectively. The increase in premiums asdumder these agreements in 2008 resulted froneagnets whereby we are assuming: (i)
a specified percentage of the Private-Fee-For-8ei’PFFS") business written by Coventry undergdaroup policy effective July 1, 2007
(which will be terminated on June 30, 2009); aida(ispecified percentage of the PFFS businessewrity Coventry under another large
group policy effective May 1, 2008 (which was tematied on December 31, 2008).

See the note entitled "Accounting for Derivativés"a discussion of the derivative embedded ingdngable related to certain modified
coinsurance agreements.
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INCOME TAXES

The components of income tax expense (benefit) agfellows (dollars in millions):

Thre e months ended

March 31,
2009 2008

CUIMENt taX EXPENSE.cvvvviiiiieviesieerieneee e $2.0 $ .6
Deferred taX proviSioN.....ccccovcvvvenvicnncees e 13.3 (4.8)
Income tax expense (benefit) on period income.. L, 15.3 4.2)

Valuation allowanCe........cccccvvvvcvnvienicces e 24 -

Total income tax expense (benefit).............. $17.7 $(4.2)

A reconciliation of the U.S. statutory corporate tate to the effective rate reflected in the cdidsted statement of operations is as follows:

Thre e months ended
March 31,
2009 2008
U.S. statutory corporate rate. 35.0% (35.0)%
Valuation allowance..........c.cccccceveeuieenns 5.7 -
Other nondeductible expense (benefit).............. - 11.7
State taXeS...ueeiieeeeeiiie e . 1.2 (13.9)
Provision for tax issues, tax credits and other.... s - 1.9
Effective taxX rate....coccvvvccceees 41.9% (35.3)%
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The components of the Company's income tax assdtBabilities were as follows (dollars in milliops

March 31, December 31,
2009 2008

Deferred tax assets:
Net operating loss carryforwards attributable t o:
Life insurance subsidiaries

................. $ 840.7
Non-life companies..........ccccccevveennns 835.4
Net state operating loss carryforwards......... 20.3
Tax creditS......ccoocveeveniennieiee. 13.7
Capital loss carryforwards..................... 406.0
Deductible temporary differences:
Actively managed fixed maturities.......... L 4.2 -
Insurance liabilities........cccccoceeeeeee 772.2 789.9
Unrealized depreciation of investments...... 1,026.3 987.4
Reserve for loss on loan guarantees......... 68.1 68.2
Other.....occoiiiiei e 34.2 25.1
Gross deferred tax asSSetS......ccccveeeee s 3,982.6 3,986.7
Deferred tax liabilities:
Actively managed fixed maturities............ e - 17.7)
Value of policies inforce at the Effective D ate and cost of policies produced.. (729.7) (739.1)
Gross deferred tax liabilities........... . (729.7) (756.8)
Net deferred tax assets before valuation a llowance.........ccccceeeeeeeenes 3,252.9 3,229.9
Valuation allowanCe........ccocevvvvnniinnneee e (1,183.1) (1,180.7)
Net deferred tax asSetS.......ccccceeeeeee 2,069.8 2,049.2
Current income taxes prepaid (accrued).............. (1.2) (1.5)
INCOMeE taXxX @SSetS, NEL...ccccvveeeeeeee $2,068.6 $2,047.7

We account for income taxes in accordance witheBtant of Financial Accounting Standards No. 10%,c@unting for Income Taxes",
("SFAS 109"). Our income tax expense includes defeincome taxes arising from temporary differeruetsveen the financial reporting and
tax bases of assets and liabilities, capital lassyforwards and net operating loss carryforwaltd(Ls"). Deferred tax assets and liabilities
are measured using enacted tax rates expecteglioiaghe years in which temporary differencesexpected to be recovered or paid. The
effect of a change in tax rates on deferred tagtasmnd liabilities is recognized in earnings ia preriod when the changes are enacted.

SFAS 109 requires a reduction of the carrying arhofideferred tax assets by establishing a valoaltowance if, based on the available
evidence, it is more likely than not that such tsagll not be realized. We evaluate the need taldish a valuation allowance for our
deferred income tax assets on an ongoing basévdiuating our deferred income tax assets, we densihether the deferred income tax
assets will be realized, based on the SFAS 109til@ig-than-not realization threshold criterionhd ultimate realization of our deferred
income tax assets depends upon generating suffitieme taxable income during the periods in whici temporary differences become
deductible and before our capital loss carryforwadd NOLs expire. This assessment requires signifjudgment. In assessing the need for
a valuation allowance, appropriate consideratiagivien to all positive and negative evidence reldtethe realization of the deferred tax
assets. This assessment considers, among othersn#tie nature, frequency and severity of curmedtcumulative losses, forecasts of future
profitability, excess appreciated asset value thvetax basis of net assets, the duration of cammgrd periods, our experience with operating
loss and tax credit carryforwards expiring unuset] tax planning alternatives.
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Pursuant to SFAS 109, concluding that a valuatitmwance is not required is difficult when theresh#een significant negative evidence,
such as cumulative losses in recent years. Weeitlithree year rolling calculation of actual ineobefore income taxes as our primary
measure of cumulative losses in recent years. @alysis of whether there needs to be further irsedo the deferred tax valuation
allowance recognizes that as of March 31, 200%hawe incurred a cumulative loss over the evalugigniod, resulting from the substantial
loss during the year ended December 31, 2008 phimatated to the transfer of Senior Health toiaiependent trust as described in the note
to these consolidated financial statements entiflednsfer of Senior Health Insurance Company afrBglvania to an Independent Trust".

a result of the cumulative losses recognized iemegears, our evaluation of the need to incrdasealuation allowance for deferred tax
assets was primarily based on our historical egmiklowever, because a substantial portion of tineutative losses for the three-year period
ended March 31, 2009, relates to transactionssjmode of blocks of businesses, we have adjustetirde-year cumulative results for the
income and losses from the blocks of business despof in the past and the business transferrédther described in the note to these
financial statements entitled "Transfer of Senieath Insurance Company of Pennsylvania to an lexlégnt Trust". In addition, we have
adjusted the three-year cumulative results fogaificant litigation settlement, which we considerbe a non-recurring matter and have
reflected our best estimates of how temporary difiees will reverse over the carryforward periods.

At March 31, 2009, our valuation allowance for oet deferred tax assets was $1.2 billion, as we datermined that it is more likely than
not that a portion of our deferred tax assets matlbe realized. This determination was made bjuatiag each component of the deferred
asset and assessing the effects of limitationsoamaterpretations on the value of such componeiet fully recognized in the future. We h
also evaluated the likelihood that we will havefisignt taxable income to offset the available defd tax assets based on evidence which we
consider to be objective and verifiable. Based upananalysis completed at March 31, 2009, we beltbat we will, more likely than not,
recover $2.1 billion of our deferred tax assetsuigh reductions of our tax liabilities in futurerjoels.

Recovery of our deferred tax assets is dependeatloieving the projections of future taxable incaenghedded in our analysis and failure to
do so would result in an increase in the valuagitowance in a future period. Any future increas¢hie valuation allowance may result in
additional income tax expense and reduce shareisbktguity, and such an increase could have affigni impact upon our earnings in the
future. In addition, the use of the Company's N@ldependent, in part, on whether the Internal RegeService (the "IRS") does not take an
adverse position in the future regarding the tasitimn we have taken in our tax returns with respecthe allocation of cancellation of
indebtedness income.

The Internal Revenue Code (the "Code") limits thieet to which losses realized by a non-life eniityentities) may offset income from a
life insurance company (or companies) to the leskdi) 35 percent of the income of the life ingnce company; or (ii) 35 percent of the t
loss of the non-life entities (including NOLs okthon-life entities). There is no similar limitation the extent to which losses realized by a
life insurance entity (or entities) may offset ino® from a non-life entity (or entities).

Section 382 of the Code imposes limitations onrpa@tion's ability to use its NOLs when the compandergoes an ownership change.
Future transactions and the timing of such traisastcould cause an ownership change for Secti@rir@®me tax purposes. Such
transactions may include, but are not limited tiigonal repurchases or issuances of common ginckiding upon conversion of our
outstanding Debentures), or acquisitions or sdlshares of Conseco stock by certain holders ofbares, including persons who have held,
currently hold or may accumulate in the future fpercent or more of our outstanding common stockHeir own account. Many of these
transactions are beyond our control. If an own@rshange were to occur for purposes of Section @82yould be required to calculate an
annual restriction on the use of our NOLs to offsédire taxable income. The annual restriction wiche calculated based upon the value of
Conseco's equity at the time of such ownership g@bdamultiplied by a federal lonigrm tax exempt rate (currently approximately Sefcpnt)
and the annual restriction could effectively eliati|our ability to use a substantial portion of N@Ls to offset future taxable income. We
regularly monitor ownership change (as calculategtirposes of Section 382) and, as of March 3@92@e were below the 50 percent
ownership change level that would trigger furthmpairment of our ability to utilize our NOLs.

On January 20, 2009, the Company's Board of Dire@dopted a Section 382 Rights Plan (the "Riglats"Pwhich is designed to protect
shareholder value by preserving the value of auatasets primarily associated with tax NOLs under
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Section 382. The Rights Plan was adopted to retheckkelihood of this occurring by deterring thegaisition of stock that would create "5
percent shareholders" as defined in Section 382.

Under the Rights Plan, one right was distributedeich share of our common stock outstanding &seaflose of business on January 30,
2009. Effective January 20, 2009, if any persogroup (subject to certain exemptions) becomeszetbent shareholder" of Conseco witr
the approval of the Board of Directors, there wdudda triggering event causing significant dilutiorthe voting power and economic
ownership of that person or group. Existing shaladts who currently are "5 percent shareholderf"tigger a dilutive event only if they
acquire additional shares exceeding one percemiiroputstanding shares without prior approval ftbe Board of Directors.

The Rights Plan will continue in effect until Janp@0, 2012, unless earlier terminated or redeelnyettie Board of Directors. The Compar
Audit Committee will review our NOLs on an annuakis and will recommend amending or terminatingRights Plan based on its review.
Additionally, the continuation of the Rights Plansiubject to a vote at the annual meeting of theetolders in May 2009. If the shareholders
do not approve the Rights Plan, it will be terméthat

Changes in our valuation allowance are summarigddiepws (dollars in millions):

Balance at December 31, 2008.................ue... $1,180.7

Increase related to tax benefits associated with
capital loss carryforwards recognized in the
current Period.........cccveeeeviiieeeeeninnen. 2.4

Balance at March 31, 2009...............ccveenneee. $1,183.1
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As of March 31, 2009, we had $4.7 billion of NOlredg$1.1 billion of capital loss carryforwards, wiiexpire as follows (dollars in million:

Net operating
loss carryforwards(a)

--------------------- Capital loss Tota I loss
Year of expiration Life  Non-life carryforwards  carry forwards
$ - & - $ 349 $ 34.9
- A - A
- A - A
- - 63.6 63.6
- - 1,010.1 1, 010.1
2,125.0 (a) - - 2, 125.0
29.6 - - 29.6
207.8 - - 207.8
- 2,055.9 (a) - 2, 055.9
- 3.2 - 3.2
- 118.8 - 118.8
- 1.6 - 1.6
- 188.4 - 188.4
- .9 - .9
Total.eoeeeeeieeieeee e $2,362.4 $2,369.0 $1,108.6 $5, 840.0
(@) The allocation of the NOLs summarized abo ve assumes the IRS does not
take an adverse position in the future re garding the tax position we
plan to take in our tax returns with resp ect to the allocation of
cancellation of indebtedness income. If t he IRS disagrees with the tax
position we plan to take with respect to the allocation of
cancellation of indebtedness income, and their position prevails,
approximately $631 million of the NOLs ex piring in 2018 would be

characterized as non-life NOLs.

We had deferred tax assets related to NOLs foe stabme taxes of $19.9 million and $20.3 milliarvearch 31, 2009 and December 31,
2008, respectively. The related state NOLs arel@laito offset future state taxable income inaiarstates through 2015.

Tax years 2005 through 2007 are open to examinagidhe IRS, and tax year 2002 remains open ompdbtential adjustments related to
certain partnership investments. The Company doeanticipate any material adjustments relatethése partnership investments. The
Company's various state income tax returns arergliyrepen for tax years 2005 through 2007 basethernindividual state statutes of
limitation.

NOTES PAYABLE - DIRECT CORPORATE OBLIGATIONS

The following notes payable were direct corpordikgations of the Company as of March 31, 2009 Redember 31, 2008 (dollars in
millions):

March 31, December 31,
2009 2008
3.50% convertible debentures....................... $ 293.0 $ 293.0
Secured credit agreement 908.4 911.8
6% Senior NOte.........cccvevveieiniieeiinen, 125.0 125.0
Unamortized discount on convertible debentures..... (15.9) (18.3)
Direct corporate obligationS......c.ccceeeeee e $1,310.5 $1,311.5
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During the first three months of 2009, we madetedaled principal payment totaling $2.2 milliona@ur secured credit agreement ("Second
Amended Credit Facility"). Also, during the firsiree months of 2009, we made a mandatory prepayof&it2 million based on the
Company's excess cash flows at December 31, 200&fiaed in the Second Amended Credit Facility. rfEhgere $5.5 million and $5.8
million of unamortized issuance costs (classifisdther assets) related to our Second Amendedt@adility at March 31, 2009 and

December 31, 2008, respectively.

On March 30, 2009, we completed an amendment t&eaond Amended Credit Facility, which provides #éonong other things: (i)
additional margins between our current financiafust and certain financial covenant requirememtaitih June 30, 2010; (i) higher interest

rates and the payment of a fee; (iii) new restitdion the ability of the Company to incur additibmdebtedness; and

(iv) the ability of the lender to appoint a finaalcadvisor at the Company's expense.

The following summarizes the changes to the firr@venant requirements:

Covenant under t he
Second Amended Marg
Credit Facility as Balance or adverse dev
amended on ratio as of March
March 30, 2009 March 31, 2009 le
Aggregate risk-based
capital ratio........... Greater than or equ al to 230% Reduction to
200% from March 31, 2009 and surplus
through June 30, 20 10 and $169 million
thereafter, greater than 250% to the risk-
(the same ratio req uired by approximatel
the facility prior to the
amendment).
Combined statutory
capital and surplus..... Greater than $1,100 million $1,301 Reduction to
from March 31, 2009 through statutory ca
June 30, 2010 and t hereafter, of approxima
$1,270 million (the same amount
required by the fac ility prior
to the amendment).
Debt to total capitalization
ratio........ccceeveeee Not more than 32.5% from 27.9% Reduction to
March 31, 2009 thro ugh equity of ap
June 30, 2010 and t hereatfter, million or a
not more than 30% ( the same $324 million
ratio required by t he facility
prior to the amendm ent).

Interest coverage ratio..... Greater than or equ al to 1.50 3.07t01 Reduction in
to 1 for rolling fo ur quarters the holding
from March 31, 2009 through approximatel
June 30, 2010 and t hereafter,

2.00 to 1 (the same ratio
required by the fac ility prior

to the amendment).
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Pursuant to its amended terms, the applicablecasteate on the Second Amended Credit Facilitygthas either a Eurodollar or base rate)
has increased. The Eurodollar rate is now equalRBOR plus 4 percent with a minimum LIBOR rate o 2Dercent (such rate was previously
LIBOR plus 2 percent with no minimum rate). Thedaate is now equal to 2.5 percent plus the greditér) the Federal funds rate plus .50
percent; or (i) Bank of America's prime rate. biddion, the amended agreement requires the Comipapgy a fee equal to 1 percent of the
outstanding principal balance under the Second AlméiCredit Facility, which fee will be added to rincipal balance outstanding and will
be payable at the maturity of the facility. Thipdrcent fee is reported as non-cash interest egpens

The modifications to the Second Amended Creditlfaeilso place new restrictions on the abilitytoé Company to incur additional
indebtedness. The amendment: (i) deleted the poovibat allowed the Company to borrow up to anitasithl $330 million under the Seco
Amended Credit Facility (the lenders under theliigdhaving had no obligation to lend any amountl@nthat provision); (ii) reduced the
amount of secured indebtedness that the Companycanfrom $75 million to $2.5 million; and (iil)mited the ability of the Company to
incur additional unsecured indebtedness, except@sded below, to $25 million, and eliminated tivevision that would have allowed the
Company to incur additional unsecured indebtedteetise extent that principal payments were madexisting unsecured indebtedness.

The Company is permitted to issue unsecured indabss that is used solely to pay the holders ob#teentures, provided that such
indebtedness shall: (i) have a maturity date thabiearlier than October 10, 2014; (ii) contaimerants and events of default that are no
more restrictive than those in the Second AmendediCFacility; (iii) not contain any covenantse@rents of default based on maintenanc
the Company's financial condition; (iv) not amagtiand (v) not have a put date or otherwise balok@lprior to April 10, 2014, and provided
that the amount of such unsecured indebtednesg@ttunder this provision shall not exceed the $28Bon of Debentures outstanding on
March 30, 2009; and provided further that the amaficash interest payable annually on any newaisse of such indebtedness, together
with the cash interest payable on the outstandieigetures, shall not exceed twice the amount &f icéisrest currently payable on the
outstanding Debentures.

The amendment prohibits the Company from redeemimgurchasing the Debentures with cash from sowtlesy than those described in the
previous paragraph. The amendment permits the Caoyrtpaamend, modify or refinance the Convertiblédbtedness so long as such new
indebtedness complies with the restrictions sehforthe previous paragraph.

In addition, pursuant to the terms of the amendsiat dgreement, the lenders have the right to appa@teering committee which has the ri
to appoint a financial advisor at the Company'ssese to, among other things, review financial mtipas and other financial information
prepared by or on behalf of the Company, perforiuations of the assets of the Company and take etti®ns as are customary or
reasonable for an advisor acting in such capacity.

Pursuant to GAAP, the amendment to the Second Aetk@dedit Facility is required to be accountedifioaccordance with Statement of
Financial Accounting Standards No. 15, "AccountiygDebtors and Creditors for Troubled Debt Restmings" ("SFAS 15"). Accordingly,
the effects of the modifications will be accountedprospectively from March 31, 2009, and we witit change the carrying amount of the
Second Amended Credit Facility as a result of tlelifitations. However, the $9.5 million of feesumed in conjunction with the
modifications of the facility were expensed in fiist quarter of 2009.
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The scheduled repayment of our direct corporategatibns is as follows (dollars in millions):

(a) This amount includes $55.0 million which
2009, under the revolving facility portio
Credit Facility. Such amount was repaid i

(b) Holders of our Debentures have the right
repurchase their Debentures for cash on S
amount assumes that all holders of our De

. $ 86.6(a)
326.8 (b)
33.7

was outstanding at March 31,
n of our Second Amended

n full in April 2009.

to require the Company to
eptember 30, 2010. This
bentures exercise that right.

INVESTMENT BORROWINGS

One of the Company's insurance subsidiaries (Conisiée Insurance Company, "Conseco Life") is a memtf the Federal Home Loan B¢

of Indianapolis ("FHLBI"). As a member of the FHLBTonseco Life has the ability to borrow on a dellalized basis from FHLBI. Conseco
Life is required to hold a certain minimum amouhEbILBI common stock as a requirement of membershihe FHLBI, and additional
amounts based on the amount of the borrowings. &cM31, 2009, the carrying value of the FHLBI conmnstock was $22.5 million.
Collateralized borrowings from the FHLBI totaled5$40 million as of March 31, 2009, and the procegese used to purchase fixed matu
securities. The borrowings are classified as imaest borrowings in the accompanying consolidatddriza sheet. The borrowings are
collateralized by investments with an estimatedvalue of $535.5 million at March 31, 2009, whexte maintained in a custodial account for
the benefit of the FHLBI. Such investments aresifas] as actively managed fixed maturities in consolidated balance sheet. Conseco Life
recognized interest expense of $5.1 million and $&llion in the first three months of 2009 and 80fespectively, related to the borrowings.

The following summarizes the terms of the borrowigdpllars in millions):

Amount Maturity

borrowed date at

$54.0 May 2012 Var
37.0 July 2012 Fix
13.0 July 2012 Var
146.0 November 2015 Fix
100.0 November 2015 Fix
100.0 December 2015 Fix

Interest rate

March 31, 2009
iable rate - 1.251%
ed rate - 5.540%
iable rate - 1.414%
ed rate - 5.300%
ed rate - 4.890%
ed rate - 4.710%

At March 31, 2009, investment borrowings consisiedi) collateralized borrowings from the FHLBI 8#50.0 million; (ii) $302.8 million of
securities issued to other entities by a variatterest entity ("VIE") which is consolidated in dimancial statements; and (iii) other

borrowings of $5.5 million.

At December 31, 2008, investment borrowings coedist: (i) collateralized borrowings of $450.0 naifi; (ii) $311.7 million of securities
issued to other entities by a VIE which is consatiédl in our financial statements; and (iii) otherrbwings of $5.8 million.
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CHANGES IN COMMON STOCK

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

Balance at December 31, 2008.......cccccccveeeees e 184,754
Shares issued under employee benefit compensati onplans................. 5
Balance at March 31, 2009........ccccccvvvvccecees e 184,759

SALES INDUCEMENTS

Certain of our annuity products offer sales induests to contract holders in the form of enhancediting rates or bonus payments in the
initial period of the contract. Certain of our lifesurance products offer persistency bonusestegktth the contract holders balance after the
policy has been outstanding for a specified peoiiime. These enhanced rates and persistency bsmus considered sales inducements
under Statement of Position 03-01 "Accounting aeg@dtting by Insurance Enterprises for Certain Natitronal Long-Duration Contracts
and for Separate Accounts". Such amounts are @éefamd amortized in the same manner as the cpstiofes produced. Sales inducements
deferred totaled $6.0 million and $11.0 million ithgrthe three months ended March 31, 2009 and 2@8Bectively. Amounts amortized
totaled $8.7 million and $4.0 million during the¢k months ended March 31, 2009 and 2008, resplctithe unamortized balance of
deferred sales inducements at March 31, 2009 andrbiger 31, 2008 was $176.7 million and $179.4 omlrespectively. The balance of
insurance liabilities for persistency bonus besefias $182.8 million and $195.9 million at March 30209 and December 31, 2008,
respectively.

RECENTLY ISSUED ACCOUNTING STANDARDS
Adopted Accounting Standards

On April 9, 2009, the FASB issued FSP No. FAS 118Ra FAS 124-2, "Recognition and Presentation bE®Than-Temporary

Impairments" ("FSP FAS 115-2"). FSP FAS 115-2 pieginew guidance on the recognition and presentafian other-than-temporary
impairment and requires additional disclosures. fEzegnition provision within FSP FAS 115-2 apploesy to fixed maturity investments
that are subject to the other-than-temporary inmpairts. If an entity intends to sell or if it is redikely than not that it will be required to sell
an impaired security prior to recovery of its chasis, the security is other-than-temporarily imgéiand the full amount of the impairment is
recognized as a loss through earnings. Othervasees on securities which are other-than-tempwytianippaired are separated into: (i) the
portion of loss which represents the credit losst @) the portion which is due to other factorée credit loss portion is recognized as a loss
through earnings while the loss due to other fad®recognized in other comprehensive loss, neb@s and related amortization. FSP FAS
115-2 requires a cumulative effect adjustment tuawlated deficit and a corresponding adjustmeattmmulated other comprehensive loss
to reclassify the non-credit portion of previoustiher-than-temporarily impaired securities whichrevieeld at the beginning of the period of
adoption and for which we do not intend to sell &rnsl more likely than not that we will not be téed to sell such securities before recovery
of the amortized cost basis. FSP FAS 115-2 is tfiefor interim and annual periods ending afteneld5, 2009, with early adoption
permitted for periods ending after March 15, 2008 adopted FSP FAS 115-2 effective January 1, ZDK8.cumulative effect of adopting
this guidance was a $4.9 million net decrease taraalated deficit and a corresponding increasetoraulated other comprehensive loss.
Adoption also resulted in an increase to net inc¢efter tax) of $8.7 million in the first quartef 2009, because the portion of other-than-
temporary impairment loss related to factors othan credit was recorded in other comprehensiveitttead of being reflected in net
income.

On April 9, 2009, the FASB issued FSP No. FAS 157B&termining Fair Value When Volume and Levelativity for the Asset or

Liability Have Significantly Decreased and Ideniiify Transactions that Are Not Orderly” ("FSP FAS4B5). FSP FAS 157-4 amends SFAS
157 to provide additional guidance on estimatirig\falue when the volume and level of activity &or asset or liability have significantly
decreased in relation to normal market activitytfar asset or liability and clarifies that the o$enultiple valuation techniques may be
appropriate. FSP FAS 157-4 also provides additignalance on
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circumstances that may indicate a transactionti®rderly. The guidance re-emphasizes that faue/abntinues to be the exit price in an
orderly market. Further, this FSP requires add#ialisclosures about fair value measurement in aramd interim reporting periods. FSP
157-4 is effective for interim and annual reportpegiods ending after June 15, 2009 with early idopermitted. We adopted FSP FAS
1574 effective for the period ending March 31, 200%] ¢his guidance did not have a material effecb@nconsolidated financial statemet

In May 2008, the FASB issued FSP No. APB 14-1, '#ating for Convertible Debt Instruments That Magy Bettled In Cash Upon
Conversion (Including Partial Cash Settlement)'SPFAPB 14-1"). FSP APB 14-1 specifies that issoémich instruments should separately
account for the liability and equity component&imanner that will reflect the entity's nonconvsetidebt borrowing rate when interest co
recognized in subsequent periods. FSP APB 14-festve for financial statements issued for fisgahrs beginning after December 15,
2008, and interim periods within those fiscal ye&arly adoption was not permitted. FSP APB 14-dlldke applied retrospectively to all
periods presented unless instruments were notamalisty during any period included in the finansi@tements. The adoption of FSP APB
14-1 affected the accounting for our 3.5 perceridd¢ures. Upon adoption of FSP APB 14-1, the affedhterest rate on our 3.5 percent

Debentures increased to 7.4 percent, which resintdte recognition of a $45 million discount t@sle notes with the offsetting after tax
amount recorded to paid-in capital.

Amounts related to the Debentures are reflecteaiirconsolidated balance sheet as follows (doitarsillions):

March 31, December 31,
2009 2008
Increase to additional paid-in capital............. . $28.0 $28.0
Par value of Debentures..........cccccceeevvrene . $293.0 $293.0
Unamortized discount.............cccccvvvvevenennns . (15.9) (18.3)
Carrying value of Debentures.................. . %2771 $274.7

Interest expense related to the Debentures inclilgefollowing (dollars in millions):

Three months ended

March 31,
2009 2008
Contractual interest eXpense.........cceeeeeeveeee $2.5 $2.9
Amortization of discount..........cccoovvvvceeeeeee. L 2.5 2.3
Amortization of debt issuance costs........ccoc.... L. 3 .3
Total interest eXpense........ccoceeevvveeeeeee Ll $5.3 $5.5
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The adoption of FSP APB 14-1 affected prior pefiddrmation as follows (dollars in millions):

Three months ended
March 31, 2008

As origin ally Effect of adoption of As
reporte d FSP APB 14-1 adjusted
Interest eXpense..........ccceeeneee. $28. 7 $2.1 $30.8
Income tax benefit..................... 3. 5) (.7) (4.2)
Loss before discontinued
operationsS........ccccccvveeeeeeennn. (6. 3) (1.4) (7.7)
Net 10SS....ceviiiiiiieiiiiieees (5. 8) (1.4) (7.2)
Loss per common share:
Basic:
Loss before discontinued
operations..........ccceeuueee (.0 3) (.01) (.04)
Net loss...... (.0 3) (.01) (.04)
Diluted:
Loss before discontinued
operations (.0 3) (.01) (.04)
Netloss......ccooveviiennnnn. (.0 3) (.01) (.04)

December 31, 2008

As origin ally Effect of adoption of As
reporte d FSP APB 14-1 adjusted

Income tax assets, net $ 2,053 7 $(6.0) $2,047.7
Other assets................. 277 1 (.4) 276.7
Total assets..........oovvvvvvvnnnns 28,769 7 (6.4) 28,763.3
Notes payable - direct corporate

obligations..........ccccceveeeen.n. 1,328 7 (17.2) 1,311.5
Additional paid-in capital............. 4,076 .0 28.0 4,104.0
Accumulated deficit.................... (688 .0) (17.2) (705.2)
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In January 2009, the FASB issued FASB Staff Pasilo. EITF 99-20-1, "Amendments to the Impairmenidance of EITF Issue No. 99-
20," ("FSP EITF 99-20-1"). FSP EITF 99-20-1 ametidsimpairment guidance of Emerging Issues Taskd-tssue No. 920, "Recognitior
of Interest Income and Impairment of Purchased Berklnterest and Beneficial Interest that Contrto Be Held by a Transferor in
Securitized Financial Assets," by removing the esisle reliance upon market participant assumptasit future cash flows when
evaluating impairment of securities within its seopSP EITF 99-20-1 requires companies to follogvithpairment guidance in Statement of
Financial Accounting Standards No. 115, "AccounfimgCertain Investments in Debt and Equity Se@sit("SFAS 115"), which permits t
use of reasonable management judgment of the piiitpdiat the holder will be unable to collect alnounts due. FSP EITF 99-20-1 is
effective prospectively for interim and annual rep periods ending after December 15, 2008. Tomgany adopted FSP EITF 99-20-1 on
December 31, 2008 and the adoption did not havataral effect on our consolidated financial statats.

In May 2008, the FASB issued Statement of Finamstalounting Standards No. 162, "The Hierarchy oh&ally Accepted Accounting
Principles" ("SFAS 162"). Under SFAS 162, the GAKiBrarchy will now reside in the accounting litenag established by the FASB. SFAS
162 identifies the sources of accounting principled the framework for selecting the principlesdiisethe preparation of financial stateme
in conformity with GAAP. SFAS 162 became effectimeNovember 2008. The adoption of SFAS 162 didhate a material effect on our
consolidated financial statements.

In March 2008, the FASB issued FASB Staff Positianerging Issues Task Force 03-6-1, "Determining thérelnstruments Granted in
Share Based Payment Transactions Are Particip&tagrities” ("FSP EITF 03-6-1"). Under FSP EITF®2; unvested share based payment
awards that contain non-forfeitable rights to dands or dividend equivalents (whether paid or wtjpaie to be treated as participating
securities prior to vesting and, therefore, musiniskided in the earnings allocation in calculatgagnings per share under the two-class
method. FSP EITF 03-6-1 is effective for finan@tdtements issued for fiscal years beginning &fearember 15, 2008, and interim periods
within those years and requires retrospective agiin. Our adoption of FSP EITF 03-6-1 did notdhavmaterial effect on our earnings per
share calculations due to the immateriality of wgted restricted shares that are considered tortieipating securities.

In March 2008, the FASB issued Statement of Firedetcounting Standards No. 161, "Disclosure atiderivative Instruments and Hedg
Activities, an Amendment of FASB Statement No. 183FAS 161"). SFAS 161 requires enhanced discessabout an entity's derivative
and hedging activities. SFAS 161 is effective foahcial statements issued for fiscal years argtimtperiods beginning after November 15,
2008. The adoption of SFAS 161 did not have a risteffect on our consolidated financial statements

In February 2008, the FASB issued FASB Staff PosifEAS 157-2, "Effective Date of FASB Statement Mo7" ("FSP FAS 157-2"). FSP
FAS 157-2 delays the effective date (to fiscal gdmginning after November 15, 2008) of SFAS 15h@mfinancial assets and nonfinancial
liabilities, except for items that are recognizedlisclosed at fair value in the financial statetsam a recurring basis (at least annually). The
adoption of FSP FAS 157-2 did not have a mateffateon our consolidated financial statements.

In December 2007, the FASB issued Statement ofneinhAccounting Standards No. 160, "Noncontrollingerests in Consolidated
Financial Statements, an amendment of ARB No. ®FAS 160"), which establishes new standards gawgnhe accounting for and
reporting of noncontrolling interests (previoushfarred to as minority interests). SFAS 160 esthbl reporting requirements which include,
among other things, that noncontrolling interestsdflected as a separate component of equitygsatliability. It also requires that the
interests of the parent and the noncontrollingregebe clearly identifiable. Additionally, incressand decreases in a parent's ownership
interest that leave control intact shall be refecas equity transactions, rather than step atiguisior dilution gains or losses. SFAS 160 is
effective for fiscal years beginning on or aftercBmber 15, 2008 and early adoption is prohibitée ihitial adoption of SFAS 160 had no
effect on our consolidated financial statements.

In December 2007, the FASB issued Statement off€éiabAccounting Standards No. 141 (revised 20B)isiness Combinations" ("SFAS
141R"). SFAS 141R requires the acquiring entitg inusiness combination to recognize all assetsirectjand liabilities assumed in a
transaction at the acquisition date fair valuehwirtain exceptions. Additionally, SFAS 141R regsichanges to the accounting treatment of
acquisition related items, including, among othemis, transaction costs, contingent consideratestructuring costs, indemnification assets
and tax benefits. SFAS 141R also provides for atsubial
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number of new disclosure requirements. SFAS 14 éstive for business combinations initiated omfter the first annual reporting peri
beginning after December 15, 2008 and early adogsigrohibited. We expect that SFAS 141R will haweeffect on our accounting for
business combinations, if any, that are made iritthee. In addition, SFAS 141R changes the previ@guirement that reductions in a
valuation allowance for deferred tax assets esfadd in conjunction with the implementation of frestart accounting be recognized as a
direct increase to additional paid-in capital. ¢éz&t, the revised standard requires that any sulclttion be reported as a decrease to income
tax expense through the consolidated statememeftions. Accordingly, any reductions to our vélwaallowance for deferred tax assets
will be reported as a decrease to income tax expeatter the effective date of SFAS 141R.

In December 2008, the FASB issued FASB Staff RmsiEHAS 140-4 and FIN 46 (R) - 8, "Disclosures byplRuEntities (Enterprises) about
Transfers of Financial Assets and Interests inatde Interest Entities" ("FSP FAS 140-4 and FINRP-8"). The purpose of FSP FAS 140-4
and FIN 46 (R)-8 is to promptly improve disclosubgspublic entities and enterprises until pendingeadments to SFAS No. 140,
"Accounting for Transfers and Servicing of Finahd&asets and Extinguishment of Liabilities" ("SFA80") and FASB Interpretation No. 46
(R), "Consolidation of Variable Interest EntitigSFIN 46 (R)"), are finalized and approved by th&SB. The FSP amends SFAS 140 to
require public entities to provide additional dasiires about transferors' continuing involvemeritls tiansferred financial assets. It also
amends FIN 46 (R) to require public enterprisgsravide additional disclosures about their involesinwith variable interest entities. FSP
FAS 140-4 and FIN 46 (R)-8 were effective for finah statements issued for fiscal years and intg@émods ending after December 15,
2008. We adopted FSP FAS 140-4 and FIN 46 (R)-Betember 31, 2008.

In February 2007, the FASB issued Statement oftféilah Accounting Standards No. 159, "The Fair Vabmion for Financial Assets and
Financial Liabilities - Including an Amendment cA8B Statement No. 115" ("SFAS 159"). SFAS 159 afieemtities to choose to measure
many financial instruments and certain other itemduding insurance contracts, at fair value (arirsstrument-by-instrument basis) that are
not currently required to be measured at fair valile objective is to improve financial reporting firoviding entities with the opportunity to
mitigate volatility in reported earnings causedngasuring related assets and liabilities diffeyewithout having to apply complex hedge
accounting provisions. We adopted SFAS 159 on Jsriya@008. We did not elect the fair value optionany of our financial assets or
liabilities.

In April 2007, FASB issued Interpretation 39-1 "Anadenent of FASB Interpretation No. 39" ("FIN 39-1FIN 39-1 amends FIN 39,
"Offsetting of Amounts Related to Certain Contracts allow fair value amounts recognized for ctalal to be offset against fair value
amounts recognized for derivative instruments #énatexecuted with the same counterparty undericaitgumstances. FIN 39-1 also
requires an entity to disclose the accounting paliecision to offset, or not to offset, fair valamounts in accordance with FIN 39-1, as
amended. We do not, and have not previously, offeetair value amounts recognized for derivatiwéh the amounts recognized as
collateral. All collateral is maintained in a tray custodial account. At March 31, 2009 and Demem31, 2008, $8.7 million and $11.4
million, respectively, of derivative liabilities i@ been offset against derivative assets executbdive same counterparty under master
netting arrangements. We adopted FIN 39-1 on Jgriya2008.

Pending Accounting Standards

On April 9, 2009, the FASB issued FSP No. FAS 1Gfd APB 281, "Interim Disclosures About Fair Value of Finagldinstruments” ("FS
FAS 107-1"). FSP FAS 10Z+equires that the fair value of financial instents be disclosed in an entity's financial statéminboth interirr
and annual periods. The FSP also requires disdaxfumethods and assumptions used to estimatediies. FSP FAS 107-1 is effective for
interim reporting periods ending after June 15,20Gth early adoption permitted for periods endaiger March 15, 2009. We will adopt
FSP FAS 107-1 for the quarter ended June 30, 200i@h is not expected to have a material effecv@nconsolidated balance sheet or
statement of operations, but will affect our intedisclosures.

LITIGATION AND OTHER LEGAL PROCEEDINGS
Legal Proceedings

The Company and its subsidiaries are involved hioua legal actions in the normal course of busineswhich claims for compensatory and
punitive damages are asserted, some for substani@lnts. Some of the pending matters have
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been filed as purported class actions and somenactiave been filed in certain jurisdictions thertnpit punitive damage awards that are
disproportionate to the actual damages incurrethotigh there can be no assurances, at the préaseritie Company does not anticipate that
the ultimate liability from either pending or thtemed legal actions, after consideration of existoss provisions, will have a material adve
effect on the financial condition, operating resut cash flows of the Company. The amounts soagtgrtain of these actions are often large
or indeterminate and the ultimate outcome of cerations is difficult to predict. In the eventaf adverse outcome in one or more of these
matters, the ultimate liability may be in excesshaf liabilities we have established and could reaweaterial adverse effect on our business,
financial condition, results of operations and césWs. In addition, the resolution of pending ature litigation may involve modifications to
the terms of outstanding insurance policies, wisimhld adversely affect the future profitabilitytbe related insurance policies.

In the cases described below, we have disclosed@anific dollar amounts sought in the complailtsour experience, monetary demands in
complaints bear little relation to the ultimatedp# any, to the Company. However, for the reasiated above, it is not possible to make
meaningful estimates of the amount or range oftleascould result from some of these mattersiattime. The Company reviews these
matters on an ongoing basis and follows the promsif Statement of Financial Accounting Stand&fds5, "Accounting for Contingencie
when making accrual and disclosure decisions. Vssessing reasonably possible and probable outctimeSompany bases its decisions
on its assessment of the ultimate outcome follovaithgppeals.

Securities Litigation

After our Predecessor announced its intentiondtrueture on August 9, 2002, eight purported séesrfraud class action lawsuits were filed
in the United States District Court for the SouthBistrict of Indiana. The complaints named us defendant, along with certain of our
former officers. These lawsuits were filed on b&b&persons or entities who purchased our Predecesscommon stock on various dates
between October 24, 2001 and August 9, 2002. Taietgfs allege claims under Sections 10(b) ancap0f the Securities Exchange Act of
1934, as amended, and allege material omissiondiaseémination of materially misleading statemeaggmrding, among other things, the
liquidity of our Predecessor and alleged problem8aénseco Finance Corp.'s manufactured housingidiviallegedly resulting in the
artificial inflation of our Predecessor's stockcpri These cases were consolidated into one célse inited States District Court for the
Southern District of Indiana, captioned Franz Sichier, et al. v. Conseco, Inc., Gary Wendt, Willi&imea, Charles Chokel and James Ad
et al., Case No. 02-CV-1332 DFH-TAB. The complai@tks an unspecified amount of damages. The fiaifitd an amended consolidated
class action complaint with respect to the indigilddefendants on December 8, 2003. Our liabilitthwéspect to this lawsuit was discharged
in our Predecessor's plan of reorganization anabligation to indemnify individual defendants wivere not serving as an officer or direc
on the Effective Date is limited to $3 million ine aggregate under such plan. Our liability to md#y individual defendants who were
serving as an officer or director on the Effectdate, of which there is one such defendant, idimated by such plan. Our current estimate
the maximum loss that we could reasonably incuthéncase is approximately $2.0 million. A motiandismiss was filed on behalf of
defendants Shea, Wendt and Chokel and on JulyQD4, 2his matter was dismissed. Plaintiffs fileseeond amended complaint on August
24, 2005. We filed a motion to dismiss the secandraded complaint on November 7, 2005. This motias denied on September 12, 2007.
Plaintiffs filed their motion for class certificath on May 2, 2008, and on March 20, 2009 the ognamited that motion. On April 24, 2009,
certain of the defendants initiated a request peapthe class certification ruling to the U.S.dQit Court of Appeals for the 7th Circuit. The
matter is scheduled for a jury trial on May 10, @0We believe this lawsuit is without merit andeindl to defend it vigorously; however, the
ultimate outcome cannot be predicted with certaiig do not believe that our potential loss relatethe individual defendant who servec
an officer on the Effective Date is material.

Cost of Insurance Litigation

The Company and certain subsidiaries, includinggpally Conseco Life, have been named in numepamgorted class action and individ
lawsuits alleging, among other things, breach oftiaxt, fraud and misrepresentation with regarad ¢hange made in 2003 and 2004 in the
way cost of insurance charges are calculatedffoirisurance policies sold primarily under the nartigfestyle” and "Lifetime".

Approximately 86,500 of these policies were subfjed¢he change, which resulted in increased mortthéyges to the policyholders' accounts.
Many of the purported class action lawsuits weeglfin Federal courts across the United State3uhe 2004, the Judicial Panel on
Multidistrict Litigation consolidated these
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lawsuits into the action now referred to as In Res&co Life Insurance Co. Cost of Insurance LitigmtCause No. MDL 1610 (Central
District, California). In September 2004, plaingiffi the multi-district action filed an amended solidated complaint and, at that time, added
Conseco, Inc. as a defendant. The amended comptaight unspecified compensatory, punitive and giamy damages as well as an
injunction that would require the Company to reatstthe prior method of calculating cost of insgenharges and refund any increased
charges that resulted from the change. On Aprie®65, the Judge in the multi-district action dexti a nationwide class on the claims for
breach of contract and injunctive relief. On A@, 2005, the Judge issued an order certifyingi@wide California class for injunctive and
restitutionary relief pursuant to California Busiseand Professions Code Section 17200 and bredkh dfity of good faith and fair dealing,
but denied certification on the claims for fraudlamtentional misrepresentation and fraudulent eairoent. The Company announced on
August 1, 2006, that it had reached a proposeldsetht of this case. Under the proposed settlenmd@ntce policyholders were given an
option to choose a form of policy benefit enhancenaad certain former policyholders will share isadtlement fund by either receiving cash
or electing to reinstate their policies with enhathbenefits. The settlement was subject to couitweand approval, a fairness hearing, na

to all class members, election of options by tlessimembers, implementation of the settlement et conditions. The Court entered final
judgment in the case on July 5, 2007. We beganemehting the settlement with the inforce and cerfimimer policyholders in the last hi

of 2007. We previously recognized costs relatethitlitigation totaling $267.2 million (none of v was recognized in 2009 or 2008).

A lawsuit was filed on September 14, 2005 in Hawajtioned AE Ventures for Archie Murakami, etalConseco, Inc., Conseco Life
Insurance Company; And Doe Defendants 1-100, Cas€M05-00594 (United States District Court, Distiof Hawaii). This suit involves
approximately 800 plaintiffs all of whom purporthave opted out of the In Re Conseco Life InsurdBmeCost of Insurance Litigation multi-
district action. The complaint alleges nondisclestoreach of fiduciary duty, violations of HRS 4@@fair and/or deceptive business
practices), declaratory and injunctive relief, irmce bad faith, punitive damages, and seeks tosmalter ego liability. The ultimate
outcome of this lawsuit cannot be predicted withtaiaty and an adverse outcome could exceed theiaimee have accrued and could have a
material impact on the Company's consolidated firrtondition, cash flows or results of operations

Agent Litigation

On December 17, 2003, a complaint was filed in1t# Judicial District Court, Parish of East BaRouge, Louisiana, Southern Capitol
Enterprises, Inc. and F. David Tutt v. Conseco i8esy LLC and Conseco Health Insurance Companye Glas 515105. Plaintiffs are a
former Conseco Health Insurance Company agencytapdncipal that allege in the complaint thatytveere damaged by Conseco Health
Insurance Company's termination of their Execuitagketing Agreement ("EMA") and Business ContinaatPlan ("BCP"). Plaintiffs
sought a declaratory judgment declaring the parigists and obligations under plaintiffs' EMA aBE&P including definitions of terms with
those contracts. Plaintiffs also demanded a fudbanting of all commissions allegedly due and dipirary injunction stopping Conseco
from reducing or stopping commission payments dytite pendency of this action. At Conseco Healulance Company's request, the case
was removed to the United States District CourtlierMiddle District of Louisiana, Case No. 04CVBeM1. On September 30, 2004, Mr.
Tutt filed a separate complaint for breach of cacttand damages against defendants in federalwbigh includes claims for: (1) breach of
the EMA and BCP; (2) tortuous interference with EdA and BCP; (3) unjust enrichment related toEMA and BCP; and (4) requests an
accounting of back commissions under the EMA an® BThe court consolidated the two cases on Oc®e2004. Plaintiff later filed an
amended and restated complaint for damages on M&c?006, which added our subsidiary, Performaiatters Associates, Inc., as a
defendant. Mr. Tutt moved for partial summary juggrnin July 2004, asking the court to invalidate tlon-competition and non-solicitation
provisions in the EMA and the non-competition peiwh of the BCP. Defendants opposed this motiohplaintiffs' motion was granted by
the court on December 15, 2004. The court did rotdi the issue of the BCP's continued validityeAlliscovery, defendants filed a partial
motion for summary judgment on January 1, 2006seding that the entire BCP was invalidated bex#hes non-competition provision had
been stricken from the agreement. Plaintiff fileckass-motion for partial summary judgment regagdhe validity of the BCP on May 31,
2006. Both motions were denied by the court, aecctiurt set that issue for a bench trial. Aftet thsue was tried in April 2007, the court
ruled that the BCP was valid and enforceable. Tdwetdurther ruled that the issues of breach oftiaam relating to plaintiffs' exclusive rights
and due to improper commission payments, breadheofiuty of good faith and fair dealing as to tidAEand plaintiffs’ Single Business
Enterprise theory remain to be tried to a jury. Mééeve the action is without merit, and intendi&end it vigorously. The ultimate outcome
of the action cannot be predicted with certainty.
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On January 16, 2008, a purported class action ieasif the Superior Court of the State of Califiarfor the County of Alameda, Robin
Fletcher individually, and on behalf of all otheimilarly situated vs. Bankers Life and Casualtyr@any, and Does 1 through 100, Case No.
RG08366328. In her original complaint, plaintiffeged nonpayment by Bankers Life and Casualty Compéovertime wages, failure to
provide meal and rest periods, failure to reimb@rggenses, and failure to provide accurate wagersemts to its sales representatives in the
State of California for the time period January 2804 to present. Additionally, the complaint aledailure to pay wages on termination and
unfair business practices. On October 7, 2008plhietiff filed a first amended complaint which ctgges the proposed scope of the putative
class from all agents in California for the subjiétie period to all agents at a single branch effitAlameda, California. This would reduce
the putative class from hundreds of members tocqpiately 100 members. We believe the action ibeuit merit and we intend to defend
the case vigorously. The ultimate outcome of tht@acannot be predicted with certainty.

Other Litigation

On November 17, 2005, a complaint was filed intimited States District Court for the Northern Disttof California, Robert H. Hansen, an
individual, and on behalf of all others similarijusted v. Conseco Insurance Company, an lllinoiparation f/k/a Conseco Annuity
Assurance Company, Cause No. C0504726. Plainttffi;mputative class action purchased an annuiB0D0 and is claiming relief on behalf
of the proposed national class for alleged viotatiof the Racketeer Influenced and Corrupt Orgdioizs Act; elder abuse; unlawful,
deceptive and unfair business practices; unlawtdgeptive and misleading advertising; breach afdigry duty; aiding and abetting of bre:
of fiduciary duty; and unjust enrichment and impiosi of constructive trust. On January 27, 2008inailar complaint was filed in the same
court entitled Friou P. Jones, on Behalf of Himselfl All Others Similarly Situated

v. Conseco Insurance Company, an lllinois compéag Conseco Annuity Assurance Company, Cause N6-@537. Mr. Jones had
purchased an annuity in 2003. Each case allegédhinannuity sold was inappropriate and that tireudty products in question are inheretl
unsuitable for seniors age 65 and older. On Mar@086 a first amended complaint was filed in tte$ken case adding causes of action for
fraudulent concealment and breach of the duty ofigaith and fair dealing. In an order dated Apdl 2006, the court consolidated the two
cases under the original Hansen cause number ttheldr¢he consolidated action: In re Conseco lasae Co. Annuity Marketing & Sales
Practices Litig. A motion to dismiss the amendenhplaint was granted in part and denied in part,taadlaintiffs filed a second amended
complaint on April 27, 2007, which has added agdéénts Conseco Services, LLC and Conseco Marketir@. The court has not yet ma

a determination whether the case should go fonaara class action, and we intend to oppose anydbeitass action treatment of these
claims. We believe the action is without merit, am&nd to defend it vigorously. The ultimate outwof the action cannot be predicted with
certainty.

On September 24, 2004, a purported statewide aldgm was filed in the 18th Judicial District CouRarish of Iberville, Louisiana, Diana
Doiron, Individually And On Behalf of All Others Rilarly Situated v. Conseco Health Insurance Corgp&ase No. 61,534. In her
complaint, plaintiff claims that she was damaged ttuConseco Health Insurance Company's failupayoclaims made under her cancer
policy, and seeks compensatory and statutory dasriagen unspecified amount along with declaratowy imjunctive relief. Conseco Health
Insurance Company caused the case to be removied tinited States District Court for the Middle fist of Louisiana on November 3,
2004, and it was assigned Case No. 04-784-D-M2oréler was issued on February 15, 2007 grantingtifiés motion for class certification.
The order specifically certifies two sub-classemntifying them as the radiation treatment sub-ciéasbsthe chemotherapy treatment sub-class.
We appealed the certification order to the 5th @ir€ourt of Appeals, and by order entered MayZ8)8, the 5th Circuit Court of Appeals
affirmed class certification but made modificatidaghe class definitions. Our subsequent petittonmehearing was denied by order dated
June 27, 2008. Briefing in the district court omend, to determine the appropriate revised clafisitien, concluded in March 2009 and on
April 7, 2009, the District Court entered an ordenying recertification of the proposed classes.baleve the action is without merit, and
intend to defend the case vigorously. The ultinmateeome of the action cannot be predicted withabety.

On August 7, 2006, an action was filed in the Whitates District Court for the Southern DistritNew York, Sheldon H. Solow v.
Conseco, Inc. and Carmel Fifth, LLC, Case No. 068988 (BSJ). The plaintiff alleges breach of dutyold a fair auction, fraud,
promissory estoppel, unjust enrichment and a dattley judgment with respect to the sale by defetedahthe GM Building in New York
City in 2003. Plaintiff was a losing bidder on thailding. In the complaint,
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plaintiff seeks damages of $35 million on the uhprrichment count and damages in an amount tetegrdined at trial on the remaining
counts. Defendants filed a motion to dismiss themaint on September 18, 2006. On January 11, 26@&ourt ruled on the motion to
dismiss, granting the motion with respect to thpisinenrichment and declaratory judgment countd,dEmying the motion with respect to the
remaining three counts. The plaintiff filed a motimr summary judgment on July 16, 2008, to whitdh €ompany responded with a cross-
motion for summary judgment on August 29, 2008. Toepany believes the action is without merit amdnds to defend it vigorously. The
ultimate outcome of the action cannot be predigtid certainty.

On March 4, 2008, a Complaint was filed in the BdiStates District Court for the Central DistritGalifornia, Celedonia X. Yue, M. D. on
behalf of the class of all others similarly situhtand on behalf of the General Public v. ConsafmIhsurance Company, successor to
Philadelphia Life Insurance Company and formerlgwn as Massachusetts General Life Insurance Com@auyse No. CV08-01506 CAS.
Plaintiff in this putative class action owns a Mé&iuniversal life policy insuring the life of RlutS. Yue originally issued by Massachusetts
General Life Insurance Company on September 2&.1@Rintiff is claiming breach of contract on bllwd the proposed national class and
seeks injunctive and restitutionary relief pursuarBusiness & Professions Code

Section 17200 and Declaratory Relief. The putatiass consists of all owners of Valulife and Vatoieuniversal life' insurance policies
issued by either Massachusetts General or Philaidelife and that were later acquired and servimg€onseco Life. Plaintiff alleges that
members of the class will be damaged by increast®icost of insurance that are set to take prattee twenty first policy year of Valulife
and Valuterm policies. No such increases have geh lapplied to the subject policies, and nonehiedaled to take effect until around 2011.
We filed a motion to dismiss the complaint on J&Be2008, which was denied by the court. Plaitt#é not yet filed a motion for
certification of the class, and we intend to oppasg form of class treatment of these claims. Wiebe the action is without merit, and
intend to defend it vigorously. The ultimate out@of the action cannot be predicted with certainty.

On June 4, 2008, a purported class action comphastfiled in the Cook County lllinois Circuit Cdu€hancery Division, Sheldon
Langendorf, et. al. individually and on behalf bétmselves and all others similarly situated v. @onsSenior Health Insurance Company,
Conseco, Inc., et. al. Case No. 08CH20571. Plaistiflaiming breach of contract and consumer frand seeks a declaratory judgment,
claiming that Senior Health (formerly Conseco Sehiealth Insurance Company prior to its name changactober 2008) and other
affiliated companies routinely and improperly refus accept Medicare explanations of benefits asmientation in support of proofs of
claim on individual hospital indemnity and othetipies of health insurance. Senior Health subsetiyieemoved the action to the U.S.
District Court for the Northern District of Illinej where it is now pending as Case No. 08-CV-38y4stipulation of the parties, Conseco,
Inc. was dismissed as a party on September 29, Z#8or Health filed a motion to dismiss and/arfommary judgment on August 22,
2008, which the court granted in part and denigohirnt by entry dated December 18, 2008, dismistsiaglaim for Illinois statutory consum
fraud. We agreed to assume liability for this ktign in connection with the separation of Seniealth. The parties have agreed to settle this
case, subject to court approval. The settlemetitisfcase will not have a significant impact on business, financial condition, results of
operations or cash flows.

On December 8, 2008, a purported class action Meabifi the U.S. District Court for the SoutherrsDict of Florida, Sydelle Ruderman
individually and on behalf of all other similarlitiated v. Washington National Insurance ComparagsedNo. 08-23401-CIV-Cohn/Selzer. In
the complaint, plaintiff alleges that the inflatieacalation rider on her policy of long-term cargurance operates to increase the policy's
lifetime maximum benefit, and breached the contogcstopping her benefits when they reached teéiie maximum. The Company takes
the position that the inflation escalator only aféethe per day maximum benefit. The court hasduded a jury trial on November 2, 2009.
We believe the action is without merit, and intémdlefend it vigorously. The ultimate outcome o Hction cannot be predicted with
certainty.

On December 24, 2008, a purported class actiorfiledsin the U.S. District Court for the Northerridirict of California, Cedric Brady, et. :
individually and on behalf of all other similarlitisated v. Conseco, Inc. and Conseco Life Insur@mapany Case No. 3:08-cv-05746. In
their complaint, plaintiffs allege that the Compammmmitted breach of contract and insurance bdd &uid violated various consumer
protection statutes in the administration of vasitterest sensitive whole life products sold prilgainder the name "Lifetrend" by requiring
the payment of additional cash amounts to mairttarpolicies in force. On April 23, 2009, the pléffs filed an amended complaint adding
the additional counts of breach of fiduciary ddtaud, negligent misrepresentation, conversiondatdaratory relief. The Company believes
the
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action is without merit and intends to defend goriously. The ultimate outcome of the action carreopredicted with certainty.

On January 26, 2009, a purported class action a@intplas filed in the United States District Cdiartthe Northern District of lllinois,
Samuel Rowe and Estella Rowe, individually and endif of themselves and all others similarly si¢églat. Bankers Life & Casualty
Company and Bankers Life Insurance Company ofditinCase No. 09CV491. The plaintiffs are allegitgjation of California Business and
Professions Code Sections 17200 et seq. and 175@@.¢ breach of common law fiduciary duty, breatimplied covenant of good faith a
fair dealing, negligent misrepresentation and viotaof California Welfare and Institutions Codec8en 15600 on behalf of the proposed
national class and seek injunctive relief, compargalamages, punitive damages and attorney féesplhintiff alleges that the defendants
used an improper and misleading sales and markagipgpach to Seniors that fails to disclose alisfamisuses consumers' confidential
financial information, uses misleading sales andketing materials, promotes deferred annuities dhatftundamentally inferior and less
valuable than readily available alternative invesstbproducts and fails to adequately disclose gihiacipal risks including maturity dates,
surrender penalties and other restrictions whitlit laccess to annuity proceeds to a date beyondpplcants actuarial life expectancy. We
believe the action is without merit, and intendi&dend it vigorously. The ultimate outcome of tie6@ cannot be predicted with certainty.

In addition, the Company and its subsidiaries avelved on an ongoing basis in other lawsuits,uditig purported class actions, related to
their operations. The ultimate outcome of all a&sh other legal matters pending against the Comgaity subsidiaries cannot be predicted,
and, although such lawsuits are not expected iddally to have a material adverse effect on the @y, such lawsuits could have, in the
aggregate, a material adverse effect on the Con'gpaagsolidated financial condition, cash flowsesults of operations.

Director and Officer Loan Program Litigation

Collection efforts by the Company and Conseco $esvielated to the 1996-1999 director and officanlprograms are ongoing against two
past board members of our Predecessor with ouistatmhn balances, James D. Massey and Dennis Eal|Br. In addition, these direct
have sued the companies for declaratory relief eorieg their liability for the loans. The specifawsuits now pending include: Murray and
Massey v. Conseco, Case No. 1:03-CV-1701-LIM-VS@iifgern District, Indiana); Conseco Services v. idyr Case No. 29D02-0404-CC-
381 (Superior Court, Hamilton County, Indiana); €eco Services v. Massey, Case No. 29D01-0406-CGSiferior Court, Hamilton
County, Indiana); Conseco, Inc. v. Massey, Case2805-1-011316 (Circuit Court, Cook County, lllispiand Conseco and Conseco
Services v. J. David Massey et al., Case No. 290812t-PL-1169 (Superior Court, Hamilton County, fnth). On June 21, 2006, in the
Hamilton County case, the Company obtained a padmmary judgment against Mr. Massey in the sui®of million plus interest at 11.5
percent from June 30, 2002. The trial court stagpeztution of the judgment pending appeal. On Jg2@r2008, the Indiana Court of
Appeals, in Massey v. Conseco Services, LLC Case&Bla05-0610-CV-565, affirmed the judgment entarethe Hamilton County case in
favor of the Company and the dismissal of Massegtmterclaims. Mr. Massey filed a petition for ratieg with the Court of Appeals, which
was denied by entry dated May 15, 2008. Mr. Madibey for bankruptcy on October 10, 2008. A bengal bn the Company's motion to set
aside certain transfers to Mr. Massey's family meralvas held in the Hamilton County, Indiana, SigpeZourt in January 2009 but no
decision has been made by the court. The Murray Disrict Court case is currently set for trial 8aptember 14, 2009. On January 23,
2009, the U.S. District Court issued a summary ijn€elgt ruling dismissing all claims by Murray agaitiet Company, and entering judgment
against Murray on Conseco's contract claims against The trial will be about whether Murray's witeliable for the debts and whether
certain transfers of assets by Murray should basiee as fraudulent.

The Company and Conseco Services believe thatrauats due under the director and officer loan mogg, including all applicable intere
are valid obligations owed to the companies. As pbour Predecessor's plan of reorganization, axelagreed to pay 45 percent of any net
proceeds recovered in connection with these lagsmitan aggregate amount not to exceed $30 milimformer holders of our Predecessor's
trust preferred securities that did not opt oud gkttlement reached with the committee represghtifders of these securities. As of March
31, 2009, we have paid $19.3 million to the formelders of trust preferred securities under thiaregement. We intend to prosecute these
claims to obtain the maximum recovery possiblethar with regard to the various claims broughtisahe Company and Conseco
Services by certain former directors and officars,believe that these claims are without meritiatehd to defend them vigorously. The
ultimate outcome of the lawsuits cannot be predietéh certainty. At March 31, 2009, we estimatedtt
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approximately $9.3 million, net of collection cqost$ the remaining amounts due under the loan jragwill be collected (including amounts
that remain to be collected from borrowers with whwe have settled) and that $4.0 million will bédp@ the former holders of our
Predecessor's trust preferred securities.

Regulatory Examinations and Fines

Insurance companies face significant risks reltdeg@gulatory investigations and actions. Regujatiovestigations generally result from
matters related to sales or underwriting practipagment of contingent or other sales commissiclagn payments and procedures, product
design, product disclosure, additional premium gharfor premiums paid on a periodic basis, demidetay of benefits, charging excessive
or impermissible fees on products, changing the @gsf of insurance charges are calculated foriodita insurance products or
recommending unsuitable products to customers. Mjarathe ordinary course of our business, sultgegarious examinations, inquiries and
information requests from state, federal and otfuéorities. The ultimate outcome of these regwaamtions cannot be predicted with
certainty. In the event of an unfavorable outcomerie or more of these matters, the ultimate iiglihay be in excess of liabilities we have
established and we could suffer significant repota harm as a result of these matters, whichctaldo have a material adverse effect or
business, financial condition, results of operaioncash flows.

The states of Pennsylvania, Illinois, Texas, Fi@@d Indiana led a multistate examination of dmgiterm care claims administration and
complaint handling practices of Senior Health aadhigers Life and Casualty Company, as well as thes sand marketing practices of Banl
Life and Casualty Company. This examination comradrin July 2007 and on May 7, 2008, Conseco anrezlacettiement among the st
insurance regulators and Senior Health and Barkisand Casualty Company. This examination covehedyears 2005, 2006 and 2007.
More than 40 states are parties to the settlemadmith included a Senior Health fine of up to $2.ion, with up to an additional $10 millio
payable in the event the process improvements andhmarks, on the part of either Senior Health@riglankers Life and Casualty, are not
met over an 18 month period for Bankers Life andu@ity or a two-and-a-half year period for Senieakh, which time started with the
settlement. The process improvement plan will baitoced by the lead states.

In late October 2008, Conseco Life mailed noticagproximately 12,000 holders of its "Lifetrend&linsurance products to inform them of:
(i) changes to certain "non-guaranteed elemendGEs") of their policies; and

(i) the fact that certain policyholders who weia paying premiums may have failed to receive &erdhat their policy was underfunded and
that additional premiums were required in ordertfi@r policyholders to maintain their guaranteedacasdues. In December 2008, Conseco
Life mailed notice to approximately 16,000 holdefsts CIUL3+ universal life policies to inform theof an increase in certain NGEs with
respect to their policies. Prior to or around fh@etthat the notices were sent, Conseco Life himfrived the insurance regulators in a number
of states, including among others Indiana, lowaRlodda, of these matters and the planned comnatinit with the impacted policyholders.
Conseco Life received a cease and desist ordertfierftowa Department of Insurance dated Decemb20@®8, directing that it cease any
further activity with respect to the matters thatilbeen communicated in the notice to the Lifetqgoictyholders. In December 2008, in
response to communications received from certajulagors and policyholders, Conseco Life unilalgragreed to enter into a nationwide
temporary moratorium through March 31, 2009 witlarel to the proposed Lifetrend changes. Consecadragd to extend that moratorium
to June 30, 2009. In addition, Conseco Life entémewla stipulation and standstill with the lowagdaetment of Insurance pursuant to which
Conseco Life also agreed to take no further aatiibh respect to the Lifetrend and CIUL3+ policyhetd in lowa.

On December 22, 2008, Conseco Life also receivemt@er to show cause relating to the Lifetrend gearfrom the Florida Office of
Insurance Regulation ("OIR"), and Conseco Life exdénto an agreement in January 2009 with theiddaoDIR preserving Conseco Life's
right to a hearing while Conseco Life and the ElarDIR engaged in settlement discussions regatdamgifetrend and CIUL3+ policies. In
January 2009, the Florida OIR commenced a marketwt examination involving Conseco Life. Consecntinues to work with various
state insurance regulators to review the termbetffetrend policies, the administrative changed the adjustment of certain NGEs. The
ultimate outcome of these regulatory proceedingsluing the Lifetrend policies cannot be predicteith certainty.
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CONSOLIDATED STATEMENT OF CASH FLOWS

The following disclosures supplement our consoédattatement of cash flows (dollars in millions):

Thre e months ended
March 31,
2009 2008

(as adjusted)
Cash flows from operating activities:

Net income (10SS).....ccccvvvevvveeiieiieennes $ 245 $ (7.2)
Adjustments to reconcile the net loss to net cas
by operating activities:
Amortization and depreciation 129.9 124.0
Income taxes........ccceeeeieveennnns . 15.4 (4.1)
Insurance liabilities....................... 41.6 118.4
Accrual and amortization of investment incom (11.5 ) 4.0
Deferral of policy acquisition costs........ (105.8 ) (123.3)
Net realized investment losses.............. 6.9 43.6
Net sales (purchases) of trading securities. 40.8 306.3
Other. ..ot 12.4 (3.0)
Net cash provided by operating activities. $154.2 $458.7
Non-cash items not reflected in the investing and f inancing activities sections
of the consolidated statement of cash flows:
Stock option and restricted stock plans....... $ 16 $ 19
Change in securities lending collateral 152.4 25.2
Change in securities lending payable.......... (152.4 ) (25.2)

Our consolidated statement of cash flows for theghmonths ended March 31, 2008, combines theflmag$ from discontinued operations
with the cash flows from continuing operations witeach major category (operating, investing andriting) of the cash flow statement.

At March 31, 2009 and December 31, 2008, restrictesth and cash equivalents consisted of $4.5 miflial $4.8 million, respectively, held
by a VIE.

36



CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(unaudited)

INVESTMENTS

At March 31, 2009, the amortized cost, gross uiredlgains and losses, other-than-temporary impaitsnin other comprehensive loss and
estimated fair value of actively managed fixed mitias were as follows (dollars in millions):

Gross unrealized losses

Related to  Other-than-tem porary
Gross changes in impairment S Estimated
Amo rtized unrealized estimated included in o ther  fair
c ost gains fair value comprehensive loss  value
Corporate SECUrtieS.......cccververeenne. $1 3,954.1  $30.0 $(2,329.9) $ - $11,654.2
United States Treasury securities
and obligations of United States government
corporations and agencies................... 398.3 8.6 (1.1) - 405.8
States and political subdivisions............. 453.8 1.5 (59.9) - 395.4
Debt securities issued by foreign
JOVEIMMENTS....oeeeiiireeiieeeeieeeeins 9.0 1 (1.9) - 7.2
Asset-backed securities...........ccccueeene 301.7 - (98.3) - 203.4
Collateralized debt obligations............... 132.2 - (26.8) (3.4) 102.0
Commercial mortgage-backed securities......... 871.1 - (279.7) - 591.4
Mortgage pass-through securities.............. 71.3 2.2 (.1) - 73.4
Collateralized mortgage obligations........... 2,346.5 355 (396.1) (21.9) 1,964.0
Total actively managed fixed maturities....... $1 8,538.0 $77.9 $(3,193.8) $(25.3) $15,396.8

The following table sets forth the amortized cosl astimated fair value of those actively manageztif maturities with unrealized losses at
March 31, 2009, by contractual maturity. Actual uréites will differ from contractual maturities bese borrowers may have the right to call
or prepay obligations with or without call or prgpzent penalties. Asset-backed securities, colliteadebt obligations, commercial
mortgage-backed securities, mortgage pass-threemirises and collateralized mortgage obligatioresallectively referenced to as

"structured securities". Many of the structuredusiéies shown below provide for periodic paymetotghout their lives (dollars in
millions):

Estimated
Amortized fair
cost value
Due in one year or l1ess.........ccceeveviieeennne $ 404
Due after one year through five years.............. . . 1,284.1
Due after five years through ten years.............. e 4,355.8 3,594.3
Due after teN YEaArS...cccccvvveiieieeeeeeeieieeeee e 7,308.5 5,896.3
SUDLOtAL .o 13,207.9 10,815.1
Structured SECUILIES.....ueveiiiiiieeeiceees e 2,872.4 2,046.1
TOtAl i e $16,080.3 $12,861.2
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NET REALIZED INVESTMENT GAINS (LOSSES)

During the first three months of 2009, we recogdinet realized investment losses of $6.9 milliohjolr were comprised of $85.1 million of
net gains from the sales of investments (primdixlgd maturities) with proceeds of $2.6 billion trod $92.0 million of writedowns of
investments for other than temporary declinesiinviaue recognized through net income ($108.liamllprior to the $16.1 million of
impairment losses recognized through other commstie loss). During the first three months of 2008,recognized net realized investment
losses of $4.3 million from the sales of investrsgptimarily fixed maturities) with proceeds of $hillion, and $41.3 million of writedowns
of investments for other than temporary declinefinvalue. At March 31, 2009, fixed maturity seities in default as to the payment of
principal or interest had an aggregate amortizetl @0$3.4 million and a carrying value of $.9 moifi. At March 31, 2009, we had mortgage
loans with an aggregate carrying value of $7.6iamlthat were 90 days or more past due as to the@at of principal or interest.

During the three months ended March 31, 2009, ue$@8.6 million of fixed maturity investments whicesulted in gross investment losses
(before income taxes) of $4.3 million. We sell sé@s at a loss for a number of reasons including,not limited to: (i) changes in the
investment environment; (ii) expectation that therket value could deteriorate further;

(iii) desire to reduce our exposure to an issuemindustry; (iv) changes in credit quality; of ¢hanges in expected liability cash flows.
During the first three months of 2009, we sold imgestments at a loss which had been continuonsiyiunrealized loss position exceeding
20 percent of the amortized cost basis. Such invasts were continuously in an unrealized loss josfor less than six months prior to sale
and had an amortized cost and estimated fair \a&l@e8 million and $.4 million, respectively.

We regularly evaluate our investments for posdijgairment. Our assessment of whether unrealizeseare "other than temporary"
requires significant judgment. Factors considenetlide: (i) the extent to which market value isldsan the cost basis; (ii) the length of time
that the market value has been less than co3twhiether the unrealized loss is event driven,itidrilven or a result of changes in market
interest rates or risk premium;

(iv) the near-term prospects for fundamental impraent in specific circumstances likely to affed #alue of the investment; (v) the
investment's rating and whether the investmemhisstment-grade and/or has been downgraded siparithase; (vi) whether the issuer is
current on all payments in accordance with theremtiial terms of the investment and is expecteddet all of its obligations under the ter
of the investment; (vii) our intent not to sell iampaired investment before its recovery occursi)(wihether it is more likely than not that we
will be required to sell the investment before raag occurs; (ix) the underlying current and pragive asset and enterprise values of the
issuer and the extent to which the recoverabilitthe carrying value of our investment may be afddy changes in such values;

(x) unfavorable changes in cash flows on structgesmirities including mortgage-backed and assekdubsecurities; and (xi) other subjective
factors.

Future events may occur, or additional informatioey become available, which may necessitate futakzed losses of securities in our
portfolio. Significant losses in the estimated fatues of our investments could have a materiates® effect on our earnings in future
periods.

During the first quarter of 2009, we adopted FSFSRAS5-2, which changes the recognition and pretentaf other-than-temporary
impairments. Refer to the note to the consolidéitehcial statements entitled "Recently Issued Aeting Standards - Adopted Accounting
Standards" for additional information. The recogmitprovisions within FSP FAS 115-2 apply only tar @actively managed fixed maturity
investments.

Impairment losses on equity securities are receghiz net income. The manner in which impairmessés on actively managed fixed
maturity securities are recognized in the finansfatements is dependent on the facts and circaoestaelated to the specific security. If we
intend to sell a security or it is more likely thaot that we would be required to sell a securéfobe the recovery of its amortized cost, the
security is other-than-temporarily impaired andfideamount of the impairment is recognized assslthrough earnings. If we do not expect
to recover the amortized cost basis, we do not fgaell the security and if it is not more likehan not that we would be required to sell a
security before the recovery of its amortized clesis any current period credit loss, the recogmitif the other-than-temporary impairment is
bifurcated. We recognize the credit loss portionéhincome and the noncredit loss portion in otteenprehensive loss.
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We estimate the amount of the credit loss compookatfixed maturity security impairment as thefetiénce between amortized cost and the
present value of the expected cash flows of tharggcThe present value is determined using trst bstimate of future cash flows discour

at the implicit interest rate to accrete the segua par at the date of purchase. The methodaodmglyassumptions for establishing the best
estimate of future cash flows vary depending ortype of security. The assb&cked securities cash flow estimates are basédmh specifi
facts and circumstances that may include collatgratacteristics, expectations of delinquency afdudt rates, loss severity, prepayment
speeds and structural support, including suboriinatnd guarantees. The corporate bond cash flomates are derived from scenahiasec
outcomes of expected corporate restructuringseodigposition of assets using bond specific fagts@rcumstances including timing, sect
interest and loss severity. As of March 31, 20@8ethan-temporary impairments included in ott@nprehensive loss of $25.3 million
(before taxes and related amortization) relate tmisset-backed securities (including collateealidebt obligations and collateralized
mortgage obligations).

The following table summarizes the amount of crimises recognized in earnings on actively manéiged maturity securities held at the
beginning of the period, for which a portion of thther-than-temporary impairment was also recoghiaether comprehensive loss for the
three months ended March 31, 2009 (dollars in om#):

Credit losses recognized in earnings on activelgagad fixed maturities:

Credit losses on actively managed fixed maturity se curities, beginning of period......... $ (.6)
Add: credit losses on other-than-temporary i mpairments not previously recognized..  (6.9)
Less: credit losses on securities sold....... L, -
Less: credit losses on securities impaired du etointentto sell...................
Add: credit losses on previously impaired se CUNMIES...vveeeeiiiiee e -
Less: increases in cash flows expected on pre viously impaired securities...........
Credit losses on actively managed fixed maturity se curities, end of period............... $(7.5)
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GROSS UNREALIZED INVESTMENT LOSSES

Our investment strategy is to maximize, over aanstl period and within acceptable parametersskf mvestment income and total
investment return through active investment managenfccordingly, we may sell securities at a gaia loss to enhance the total return of
the portfolio as market opportunities change dvdtier match certain characteristics of our investinportfolio with the corresponding
characteristics of our insurance liabilities. While do not have the intent to sell securities withealized losses and it is not more likely than
not that we will be required to sell securitieshwitnrealized losses prior to their anticipated vecp, we may sell securities at a loss in the
future because of actual or expected changes imiewrof the particular investment, its industig, type or the general investment
environment.

The following table summarizes the gross unreallzsdes and fair values of our investments witrealized losses that are not deemed to be
other-than-temporarily impaired, aggregated by $tweent category and length of time that such seesitiave been in a continuous
unrealized loss position, at March 31, 2009 (dsllarmillions):

Less than 12 m onths 12 months or greater Total
Estimated Estimated Estimated
fair Unr ealized fair  Unrealized fair U nrealized
Description of securities value osses value losses value losses

United States Treasury securities
and obligations of United
States government

corporations and agencies...... $ 117 $ (99 $ 16 $ (2) $ 133 $ (1.1)
States and political subdivisions.  106.4 (14.4) 230.0 (45.5) 336.4 (59.9)
Debt securities issued by

foreign governments............ - - 6.2 (2.9) 6.2 (1.9)
Corporate securities.............. 4,366.2 (469.7) 6,093.0 (1,860.2) 10,459.2 (2,329.9)
Asset-backed securities........... 55.5 (9.1) 147.0 (89.2) 202.5 (98.3)
Collateralized debt obligations... 50.1 (16.7) 39.4 (13.5) 89.5 (30.2)
Commercial mortgage-backed

SECUNtieS......ovverieeans 137.7 (18.0) 452.1 (261.7) 589.8 (279.7)
Mortgage pass-through securities.. 55 (.1) 1 - 5.6 (.1)
Collateralized mortgage

obligations.................... 199.4 (10.2) 959.3 (407.8) 1,158.7 (418.0)
Total actively managed

fixed maturities............... $4,9325 $ (539.1) $7,928.7 $(2,680.0) $12,861.2 $(3,219.1)
Equity securities................. $7.2 $(1.00 $ - $ - $7.2 $(1.0)

Based on management's current assessment of irergstmith unrealized losses at March 31, 2009Ctmapany believes the issuers of the
securities will continue to meet their obligatidios with respect to equity-type securities, theeistinent value will recover to its cost basis).
While we do not have the intent to sell securitigth unrealized losses and it is not more likelgrtiot that we will be required to sell
securities with unrealized losses prior to theticmated recovery, our intent on an individualiggty may change, based upon market or ¢
unforeseen developments. In such instances, weseibgecurities in the ordinary course of managiagportfolio to meet diversification,
credit quality, yield, duration and liquidity regements. If a loss is recognized from a sale sul@do a balance sheet date due to these
unexpected developments, the loss is recognizéittiperiod in which we had the intent to sell teewsities before their anticipated recovery.
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INVESTMENT IN A VARIABLE INTEREST ENTITY

The Company has an investment in a special purgotiy that is a VIE under Financial Accounting r@&tards Board Interpretation No. 46
"Consolidation of Variable Interest Entities, rexdsDecember 2003" ("FIN 46R"). The following is degtion of our significant investment
in a VIE:

Fall Creek CLO Ltd. ("Fall Creek") is a collatezdd loan trust that was established to issue s&suand use the proceeds to invest in loans
and other permitted investments. The assets heldebirust are legally isolated and are not avialainthe Company. The liabilities of Fall
Creek will be satisfied from the cash flows genedldty the underlying loans, not from the asseth®fCompany. Repayment of the remail
principal balance of the investment borrowings all Ereek is based on available cash flows fromatbsets and such borrowings mature in
2017. The Company has no further commitments tb@takk. The carrying value of our investment ifl Eaeek was $77.7 million and
$83.5 million at March 31, 2009 and December 3D&@espectively.

FAIR VALUE MEASUREMENTS

Effective January 1, 2008, we adopted SFAS 157 hwbliarifies a number of considerations with respedair value measurement objectives
for financial reporting and expands disclosuresuaitioe use of fair value measurements. SFAS 1b5itéaded to increase consistency and
comparability among fair value estimates usednaritial reporting. The disclosure requirementsFAS 157 are intended to provide user
financial statements with the ability to assessréiability of an entity's fair value measuremeritie initial adoption of SFAS 157 resulted in
a charge of $1.8 million to net income (after tffeets of the amortization of insurance acquisitimsts and income taxes) in the first quarter
of 2008, attributable to changes in the liability the embedded derivatives associated with ouityedexed annuity products. The change
resulted from the incorporation of risk marginitite estimated fair value calculation for thibiidy.

Definition of Fair Value

As defined in SFAS 157, fair value is the pricettlvauld be received to sell an asset or paid tasfier a liability in an orderly transaction
between market participants at the measuremenadaltetherefore, represents an exit price, nongy @rice. We hold fixed maturities,
equity securities, derivatives, separate accowgtagnd embedded derivatives, which are carritadratalue.

The degree of judgment utilized in measuring thevalue of financial instruments is largely depentlon the level to which pricing is based
on observable inputs. Observable inputs refleckatadata obtained from independent sources, whitdservable inputs reflect our view of
market assumptions in the absence of observableemiaformation. Financial instruments with readilyailable active quoted prices would
be considered to have fair values based on theskidével of observable inputs, and little judgmeotild be utilized in measuring fair value.
Financial instruments that rarely trade would besidered to have fair value based on a lower levebservable inputs, and more judgment
would be utilized in measuring fair value.

Valuation Hierarchy

SFAS 157 establishes a three-level hierarchy fring assets or liabilities at fair value basedndrether inputs are observable or
unobservable.

o Level 1 -includes assets and liabilities valued using islo&t are quoted prices in active markets fortidahassets or liabilities. Our Lev
1 assets include exchange traded securities andlte&sury securities.

o Level 2 - includes assets and liabilities valusihg inputs that are quoted prices for similaetsi an active market, quoted prices for
identical or similar assets in a market that isagiive, observable inputs, or observable inpuas¢hn be corroborated by market data. Le’
assets and liabilities include those financialrinstents that are valued by independent pricingieeswsing models or other valuation
methodologies. These models are primarily industaynndard models that consider various inputs sscéhterest rate, credit spread, reported
trades, broker/dealer quotes, issuer spreads ardioputs that are observable or derived from ofadde information in
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the marketplace or are supported by observabléslatevhich transactions are executed in the mplket. Financial instruments in this
category primarily include: certain public and @tie corporate fixed maturity securities; certaimggament or agency securities; certain
mortgage and asset-backed securities; and non+egetieaded derivatives such as call options to édidgilities related to our equity-
indexed annuity products.

o Level 3 - includes assets and liabilities valusithg unobservable inputs that are used in modetraluations that contain management
assumptions. Level 3 assets and liabilities inclimse financial instruments whose fair value tsvested based on non-binding broker prices
or internally developed models or methodologiekzirig significant inputs not based on, or corraided by, readily available market
information. Financial instruments in this categomglude certain corporate securities (primarilivate placements), certain mortgage and
asset-backed securities, and other less liquidrisiesu Additionally, the Company's liabilities fembedded derivatives (including embedded
derivatives related to our equity-indexed annuitydacts and to a modified coinsurance arrangenagatylassified in Level 3 since their
values include significant unobservable inputsudioig actuarial assumptions.

At each reporting date, we classify assets andlitiab into the three input levels based on thedst level of input that is significant to the
measurement of fair value for each asset andilabdported at fair value. This classificationngpacted by a number of factors, including
type of financial instrument, whether the finandratrument is new to the market and not yet estlabdl, the characteristics specific to the
transaction and overall market conditions. Our s&®ent of the significance of a particular inputhte fair value measurement and the
ultimate classification of each asset and liabildguires judgment.

The vast majority of our fixed maturity securitesd separate account assets use Level 2 inputsefaietermination of fair value. These fair
values are obtained primarily from independentipgaervices, which use Level 2 inputs for the daieation of fair value. Substantially all
of our Level 2 fixed maturity securities and sepai@count assets were valued from independenhgservices. Third party pricing servic
normally derive the security prices through regergported trades for identical or similar secestmaking adjustments through the reporting
date based upon available market observable infoizmaf there are no recently reported trades thig party pricing services may use
matrix or model processes to develop a securigepsihere future cash flow expectations are develepel discounted at an estimated risk-
adjusted market rate. The number of prices obtamddpendent on the Company's analysis of suckgss further described below.

For securities that are not priced by pricing smsgiand may not be reliably priced using pricinglaels, we obtain broker quotes. These
broker quotes are non-binding and represent arpegi#, but assumptions used to establish thevédire may not be observable and therefore
represent Level 3 inputs. Approximately 6 percertt & percent of our Level 3 fixed maturity secestivere valued using broker quotes or
independent pricing services, respectively. Theaiaing Level 3 fixed maturity investments do novdaeadily determinable market prices
and/or observable inputs. For these securitiegjseanternally developed valuations. Key assumptised to determine fair value for these
securities may include risk-free rates, risk premsuperformance of underlying collateral and ofaetors involving significant assumptions
which may not be reflective of an active market: €@rtain investments, we use a matrix or modetgse to develop a security price where
future cash flow expectations are developed antbdisted at an estimated market rate. The pricingixnatilizes a spread level to determine
the market price for a security. The credit sprgaderally incorporates the issuer's credit ratimdj ather factors relating to the issuer's
industry and the security's maturity. In some ins&s issuer-specific spread adjustments, whictbegyositive or negative, are made based
upon internal analysis of security specifics sugliquidity, deal size, and time to maturity.

As the Company is responsible for the determinatioiair value, we perform monthly quantitative ashlitative analysis on the prices
received from third parties to determine whetherghices are reasonable estimates of fair value.Jdmpany's analysis includes: (i) a rev

of the methodology used by third party pricing $&s; (ii) a comparison of pricing services' vaiomto other pricing services' valuations for
the same security; (i) a review of month to moptice fluctuations; (iv) a review to ensure valoas are not unreasonably stale; and (v)
back testing to compare actual purchase and salsactions with valuations received from third igartAs a result of such procedures, the
Company may conclude the prices received from théndies are not reflective of current market ctinds. In those instances, we may
request additional pricing quotes or apply intdyndéveloped valuations. However, the number dfainses is insignificant and the aggregate
change in value of such investments is not matgfferent from the original prices received.
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The categorization of the fair value measuremehtsipinvestments priced by independent pricingises was based upon the Company's
judgment of the inputs or methodologies used byirtHependent pricing services to value differeseaslasses. Such inputs inclu
benchmark yields, reported trades, broker dealeteguissuer spreads, benchmark securities, Higss and reference data. The Company
categorizes such fair value measurements basedagsen classes and the underlying observable drsemnable inputs used to value such
investments.

The classification of fair value measurements fenivhtive instruments, including embedded derivegtivequiring bifurcation, is determined
based on the consideration of several inputs imetudlosing exchange or over-the-counter marketepguotations; time value and volatility
factors underlying options; market interest rates] non-performance risk. For certain embeddedakires, we may use actuarial
assumptions in the determination of fair value.

The categorization of fair value measurementsnpuyt level, for our fixed maturity securities, etyusecurities, trading securities, certain
other invested assets, assets held in separaterds@nd embedded derivative instruments includéi@bilities for insurance products at
March 31, 2009 is as follows (dollars in millions):

Quot ed prices
in act ive markets Significant other Significant
for iden tical assets observable  unobservable
orli abilities inputs inputs
(L evel 1) (Level 2) (Level 3) Total
Assets:
Actively managed fixed maturities........ $323.7 $13,121.4 $1,951.7 $15,396.8

Equity securities...........cccceeennee - - 32.5 325
Trading securities................ 7.1 270.5 2.7 280.3
Securities lending collateral............ - 173.3 35.5 208.8
Other invested assets...........ccc...... - 58.1 (a) 2.8 (b) 60.9
Assets held in separate accounts......... - 17.0 - 17.0
Liabilities:
Liabilities for insurance products:
Embedded derivative instruments........ - - 404.0 (c) 404.0
(a) Includes corporate-owned life insurance a nd derivatives.
(b) Includes equity-like holdings in special- purpose entities.
(c) Includes $396.3 million of embedded deriv atives associated with our
equity-indexed annuity products and $7.7 million of embedded
derivatives associated with a modified co insurance agreement.
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The categorization of fair value measurementsnpuyt level, for our fixed maturity securities, etyusecurities, trading securities, certain
other invested assets, assets held in separaterds@nd embedded derivative instruments includéi@bilities for insurance products at
December 31, 2008 is as follows (dollars in milBjn

Quot ed prices
in act ive markets Significant other Significant
for iden tical assets observable  unobservable
orli abilities inputs inputs
(L evel 1) (Level 2) (Level 3) Total
Assets:
Actively managed fixed maturities........ $74.9 $13,326.0 $1,876.1 $15,277.0

Equity securities...........cccceeeenee - - 32.4 324
Trading securities................ 8.8 315.0 2.7 326.5
Securities lending collateral............ - 170.3 48.1 218.4
Other invested assets...........ccc...... - 55.9 (a) 2.3 (b) 58.2
Assets held in separate accounts......... - 18.2 - 18.2
Liabilities:
Liabilities for insurance products:
Embedded derivative instruments........ - - 437.2 (c) 437.2
(a) Includes corporate-owned life insurance a nd derivatives.
(b) Includes equity-like holdings in special- purpose entities.
(c) Includes $430.6 million of embedded deriv atives associated with our
equity-indexed annuity products and $6.6 million of embedded
derivatives associated with a modified co insurance agreement.
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The following table presents additional informatalsout assets and liabilities measured at fairevatua recurring basis and for which we
have utilized significant unobservable (Level J)uts to determine fair value for the three montideel March 31, 2009 (dollars in millions):

Embedded derivative

Acti vely Securities Other instruments included
manage d fixed Equity Trading lending invested in liabilities for
matur ities securities securities collateral assets insurance products
Assets:
Beginning balance as of
December 31, 2008.................. $1,8 76.1 $32.4 $2.7 $48.1 $23 $(437.2)
Purchases, sales, issuances and
settlements, net..........ccceeune 39.2 (:3) - (7.0) - 35.1

Total realized and unrealized
gains (losses):

Included in net loss............... (5.7) - - - (3.4) (1.9)
Included in other comprehensive
income (10SS)......cccccovuveenne 50.7 4 (.4) 2.3) 3.9 -
Transfers in and/or (out) of Level 3 (a) (8.6) - 4 (3.3) - -
Ending balance as of March 31, 2009...... $1,9 51.7 $325 $2.7 $355 $28 $(404.0)

Amount of total gains (losses) for the three
months ended March 31, 2009
included in our net loss relating to assets
and liabilities still held as of the

reporting date.............cceueeven. $ (5.7) $- $- $ - $(3.4) $(1.9)

(a) Net transfers out of Level 3 are reported as having occurred at the
beginning of the period.
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The following table presents additional informatalsout assets and liabilities measured at fairevatua recurring basis and for which we
have utilized significant unobservable (Level J)uts to determine fair value for the three montideel March 31, 2008 (dollars in millions):

Emb edded derivative
Ac tively Other inst ruments included
mana ged fixed Equity Trading invested in liabilities for
mat urities  securities securities assets ins urance products
Assets:
Beginning balance as of
December 31, 2007........c.ccuu..... $1 ,924.3 $34.5 $11.8 $4.3 $(354.6)
Purchases, sales, issuances and
settlements, net............cccce... 189.2 - (1.6) - 14.0
Total realized and unrealized gains (losses):
Included in net loss................. (13.7) - (.8) - (25.3)
Included in other comprehensive
income (10SS).......c.vvvvvveeennns 6.3 (.1)
Transfers in and/or (out) of Level 3... - -
Ending balance as of March 31, 2008...... $2 ,106.1 $34.4 $94 $4.3 $(365.9)
Amount of total gains (losses) for the period
included in our net loss relating to assets
and liabilities still held as of the
reporting date...........cccoeeieeen. $(14.7) $ - $(6) $ - $(25.3)

At March 31, 2009, 83 percent of our Level 3 adtiveanaged fixed maturities were investment grate % percent of our Level 3 actively
managed fixed maturities consisted of corporater#ées.

Realized and unrealized investment gains and Igessgnted in the preceding table represent gath$éoases during the time the applicable
financial instruments were classified as Level 3.

Realized and unrealized gains (losses) on Levek8ta are primarily reported in either net invesiinmecome for policyholder and reinsurer
accounts and other special purpose portfoliosteadized investment gains (losses) or insuranceybknefits within the consolidated
statement of operations or other comprehensivanec@oss) within shareholders' equity based oraiopriate accounting treatment for the
instrument.

Purchases, sales, issuances and settlementgpresent the activity that occurred during theqakthat results in a change of the asset or
liability but does not represent changes in falugdor the instruments held at the beginning efpileriod. Such activity primarily consists of
purchases and sales of fixed maturity, equity aadirig securities, purchases and settlements ofadiee instruments, and changes to
embedded derivative instruments related to ins@wamnaducts resulting from the issuance of new eatdr or changes to existing contracts.

We review the fair value hierarchy classificati@agch reporting period. Transfers in and/or (out)efel 3 in the first three months of 2009
were primarily due to changes in the observabiftjhe valuation attributes resulting in a reclfisation of certain financial assets or
liabilities. Such reclassifications are reportedrassfers in and out of Level 3 at the beginniaig ¥alue for the reporting period in which the
changes occur.

The amount presented for gains (losses) includediimet loss for assets and liabilities still hatdof the reporting date primarily represents
impairments for actively managed fixed maturitiglsanges in fair value of trading securities andadederivatives and changes in fair value
of embedded derivative instruments included iniliiéds for insurance products that exist as of tbjgorting date.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.

In this section, we review the consolidated finahcbndition of Conseco at March 31, 2009, andctiresolidated results of operations for the
three months ended March 31, 2009 and 2008, aretendppropriate, factors that may affect futuraririal performance. Please read this
discussion in conjunction with the accompanyingsaidated financial statements and notes.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

Our statements, trend analyses and other informatiatained in this report and elsewhere (such &firigs by Conseco with the SEC, press
releases, presentations by Conseco or its managemeral statements) relative to markets for Conseproducts and trends in Conseco's
operations or financial results, as well as otlw@iesnents, contain forwaldeking statements within the meaning of the febseaurities law:
and the Private Securities Litigation Reform Actl®B5. Forward-looking statements typically arenitfieed by the use of terms such as
"anticipate,” "believe," "plan," "estimate," "exggc'project,” "intend," "may," "will," "would," "©ntemplate," "possible," "attempt,” "seek,"
"should," "could," "goal," "target," "on track," 8enfortable with," "optimistic" and similar worddtt@ough some forward-looking statements
are expressed differently. You should consideestants that contain these words carefully becdwesedescribe our expectations, plans,
strategies and goals and our beliefs concerningduiusiness conditions, our results of operatifinancial position, and our business outl
or they state other "forward-looking" informatioaded on currently available information. The "R¥slctors” section of our 2008 Annual
Report on Form 10-K provides examples of risks eutainties and events that could cause our actsalts to differ materially from the
expectations expressed in our forward-looking statg@s. Assumptions and other important factorse¢batd cause our actual results to differ
materially from those anticipated in our forwaradng statements include, among other things:

o general economic, market and political conditjonsluding the performance and fluctuations offihancial markets which may affect our
ability to raise capital or refinance our existingebtedness and the cost of doing so;

o our ability to continue to satisfy the finanaiatio and balance requirements and other coveduaisr debt agreements;

o our ability to generate sufficient liquidity toemt our debt service obligations and other castiiee

o our ability to obtain adequate and timely raréases on our supplemental health products, imgulir long-term care business;
o the receipt of required regulatory approvalsdierdend and surplus debenture interest paymeais frur insurance subsidiaries;

o mortality, morbidity, the increased cost and @safjhealth care services, persistency, the adgmfamur previous reserve estimates and
other factors which may affect the profitabilityaiir insurance products;

o changes in our assumptions related to the cqmlafies produced or the value of policies infoat¢he Effective Date;
o the recoverability of our deferred tax assetstanceffect of potential tax rate changes on itaeja
o changes in accounting principles and the int¢agion thereof;

o our ability to achieve anticipated expense radastand levels of operational efficiencies inchglimprovements in claims adjudication i
continued automation and rationalization of opemBystems;

o performance and valuation of our investmentduiling the impact of realized losses (includingestthan-temporary impairment charges);
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o our ability to identify products and markets ihieh we can compete effectively against competitats greater market share, higher
ratings, greater financial resources and stronggrdrecognition;

o the ultimate outcome of lawsuits filed againsand other legal and regulatory proceedings to kwhie are subject;

o our ability to complete the remediation of thetenal weakness in internal controls over our agalaeporting process and to maintain
effective controls over financial reporting;

o our ability to continue to recruit and retain gwotive agents and distribution partners and custaesponse to new products, distribution
channels and marketing initiatives;

o our ability to achieve eventual upgrades of tharfcial strength ratings of Conseco and our inseaompany subsidiaries as well as the
potential impact of rating downgrades on our bussne

o the risk factors or uncertainties listed fromeito time in our filings with the SEC;

o regulatory changes or actions, including thotairgy to regulation of the financial affairs ofransurance companies, such as the payment
of dividends and surplus debenture interest toagjlation of financial services affecting (amorthes things) bank sales and underwriting of
insurance products, regulation of the sale, undéngrand pricing of products, and health care fatjon affecting health insurance products;
and

o changes in the Federal income tax laws and reégutawhich may affect or eliminate the relative galvantages of some of our products.

Other factors and assumptions not identified alareealso relevant to the forward-looking statemeans if they prove incorrect, could also
cause actual results to differ materially from #hpsojected.

All written or oral forward-looking statements #ititable to us are expressly qualified in theilirety by the foregoing cautionary statement.
Our forward-looking statements speak only as oftidiie made. We assume no obligation to update mukibicly announce the results of any
revisions to any of the forward-looking statementseflect actual results, future events or develepts, changes in assumptions or changes
in other factors affecting the forward-looking staents.

OVERVIEW

We are a holding company for a group of insurammrepanies operating throughout the United Statdsdazelop, market and administer
supplemental health insurance, annuity, individiéalinsurance and other insurance products. Wadamn serving the senior and middle-
income markets, which we believe are attractivelenserved, high growth markets. We sell our pragitfutough three distribution channels:
career agents, professional independent produsense( of whom sell one or more of our product lieeslusively) and direct marketing.

We manage our business through the following: tpr@aary operating segments, Bankers Life, ColoRihn and Conseco Insurance Group,
which are defined on the basis of product distidtand corporate operations, which consists ¢&dihg company activities and certain
noninsurance company businesses that are notfpaut other segments. Prior to the fourth quarfé2G®8, we had a fourth operating
segment comprised of other business in run-off. @ther business in run-off segment had includedks®f business that we no longer
market or underwrite and were managed separataty frur other businesses. Such segment had conefsi@diongterm care insurance sc

in prior years through independent agents; andr@jor medical insurance. As a result of the Transfs further discussed in the note entitled
"Transfer of Senior Health Insurance Company offBgivania to an Independent Trust", a substantigign of the long-term care business
in the former other business in run-off segmemrésented as discontinued operations in our cafedelil financial statements for the three
months ended March 31, 2008. Accordingly, we hastated all prior year segment disclosures to confo management's current view of
the Company's operating segments. Our segmentieaceibed below:

o Bankers Life, which consists of the business arilrs Life and Casualty Company, markets andilises Medicare supplement
insurance, life insurance, long-term care insurahtedicare Part D prescription drug
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program, Medicare Advantage products and certamigproducts to the senior market through casgents and sales managers. Bankers
Life and Casualty Company markets its products uitd®wn brand name and Medicare Part D and Mediéavantage products primarily
through marketing agreements with Coventry.

o Colonial Penn, which consists of the businessabnial Penn Life Insurance Company ("Colonial ®g¢nmarkets primarily graded benefit
and simplified issue life insurance directly to tousers through television advertising, direct mhig internet and telemarketing. Colonial
Penn markets its products under its own brand name.

o Conseco Insurance Group, which markets and hlig&s specified disease insurance, Medicare sugplieimsurance, and certain life and
annuity products to the senior and middle-incomeketa through independent marketing organizatibas tepresent independent agents.
This segment markets its products under the "Carisatd "Washington National" brand names. Consesaorlnce Group includes the
business of Conseco Health Insurance Company (‘#2ondealth"), Conseco Life, Conseco Insurance Comnpad Washington National
Insurance Company ("Washington National"). Thisnsegt also includes blocks of long-term care anerofiealth business of these
companies that we no longer market or underwrite.

CRITICAL ACCOUNTING POLICIES

Refer to "Critical Accounting Policies" in Consex8008 Annual Report on Form 10-K for informationaur accounting policies that we
consider critical in preparing our consolidatedafinial statements.

RESULTS OF OPERATIONS

The following tables and narratives summarize {herating results of our segments for the periodsegmted (dollars in millions):

Thre e months ended
March 31,
2009 2008
Income (loss) before net realized investment gains (losses), net of related
amortization and income taxes (a non-GAAP measure ) (a):

Bankers Life.......ccccoiniiieiiiiniens $29.1
Colonial Penn.........cccocoveeiiiiiiennens 3.7
Conseco Insurance Group.... 23.3
Corporate operations............cccceeeeeeneen. (25.2)
49.1 30.9
Net realized investment gains (losses), net of rela ted amortization:
Bankers Life.......cccooveeiiiiiiiiiieeins (16.8)
Colonial Penn.........cccccvveviveeniinnnns (.6)
Conseco Insurance Group.... (8.8)
Corporate operations............c.oceveeeunen. (16.6)
(6.9) (42.8)
Income (loss) before income taxes:
Bankers Life........ccccoovviiiiiininienns 12.3
Colonial Penn........ccccoevveiiniieniene 3.1
Conseco Insurance Group.... 14.5
Corporate operations............ccccueeeeueeen. (41.8)
Income (loss) before iINCOME taxes............ e $42.2 $(11.9)
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(a) These non-GAAP measures as presented in t

following segment financial data and disc
exclude net realized investment gains (lo
amortization and before income taxes. The
financial measures. A non-GAAP measure is
company's performance, financial position
or includes amounts that are normally exc
directly comparable measure calculated an
with GAAP.

These non-GAAP financial measures of "inc
realized investment gains (losses), net o
before income taxes" differ from "income

as presented in our consolidated statemen
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investment gains (losses), net of related
segment performance for purposes of SFAS
investment gains (losses) because we beli
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our business. Our primary investment focu
support our liabilities for insurance pro
generation of realized investment gains (
focus is necessary to maintain profitabil
business. Realized investment gains (loss
conditions and do not necessarily relate
underlying business of our segments. Howe
net realized investment gains (losses), n
and before income taxes" does not replace
taxes" as a measure of overall profitabil
realized investment gains (losses), which
levels since our underlying business is |
need to earn the assumed interest rates o
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our business. In addition, management use
measure in its budgeting process, financi
performance and in assessing the allocati
these non-GAAP financial measures enhance
of our financial performance and allows t
judgments about the Company as a whole. T
operating trends that might not otherwise
above reconciles the non-GAAP measure to
measure.

he above table and in the
ussions of segment results
sses), net of related

se are considered non-GAAP
a numerical measure of a

, or cash flows that excludes
luded or included in the most
d presented in accordance

ome (loss) before net

f related amortization, and
(loss) before income taxes"
t of operations prepared in
of before tax realized
amortization. We measure
131, excluding realized

eve that this performance
ing businesses and trends in
s is on investment income to
ducts as opposed to the
losses), and a long-term

ity over the life of the

es) depend on market

to decisions regarding the
ver, "income (loss) before

et of related amortization,
"income (loss) before income
ity. We may experience

will affect future earnings
ong-term in nature and we

n the investments backing our
ntain the profitability of

s this non-GAAP financial

al analysis of segment

on of resources. We believe
an investor's understanding
hem to make more informed
hese measures also highlight
be transparent. The table
the corresponding GAAP

General: Conseco is the top tier holding compamnyfgroup of insurance companies operating througthe United States that develop,
market and administer supplemental health insuraargeuity, individual life insurance and other irece products. We distribute these

products through our Bankers Life segment, whidlizas a career agency force, through our ColdR&in segment, which utilizes direct
response marketing and through our Conseco Inseif@naup segment, which utilizes professional indéepeat producers.
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Bankers Life (dollars in millions):

Premium collections:
ANNUItIES......vvieeiiiiieciiie e

Average liabilities for insurance products:
Annuities:
Mortality based.........cccccceevvveennns
Equity-indexed.........ccccvevvivennnns
Deposit based..

Total average liabilities for insurance
products, net of reinsurance ceded......

Revenues:
Insurance policy income...........c.cccee..e
Net investment income:
General account invested assets.............
Equity-indexed products..............
Other special-purpose portfolios..
Fee revenue and other income..................

Total revenues.........ccceevvveenneen.

Expenses:
Insurance policy benefits.............cc.....
Amounts added to policyholder account balances
Annuity products and interest-sensitive life
other than equity-indexed products........
Equity-indexed products.....................
Amortization related to operations....
Other operating costs and expenses

Total eXPEeNnSes.......ccevvvvveeivreenns

Income before net realized investment losses, net o
amortization and income taxes...................

Net realized investment losses................
Amortization related to net realized investmen

Net realized investment losses, net of rel
amortization ..........ccceeevvieeenne

Income before income taxes...........ccccovueene

CONSECO, INC. AND SUBSIDIARIES
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(a) We calculate benefit ratios by dividing the
policy benefits by insurance policy income.

(b) We calculate the interest-adjusted benefit
for Bankers Life's long-term care products
insurance policy benefits less interest inc
backing the insurance liabilities by policy

non-GAAP financial measures. A non-GAAP mea

of a company's performance, financial posit
excludes or includes amounts that are norma
the most directly comparable measure calcul
accordance with GAAP.

These non-GAAP financial measures of "inter
differ from "benefit ratios" due to the ded

the accumulated assets backing the insuranc
product's insurance policy benefits used to
Interest income is an important factor in m
health products that are expected to be inf
time, are not subject to unilateral changes

non-cancelable or guaranteed renewable cont

performance of various functions and servic
protection) for an extended period of time.
long-term care products generally cause an
the early years of a policy (accounted for
will be paid out as benefits in later polic
reserve decreases). Accordingly, as the pol
will typically increase, but the increase i
offset by interest income earned on the acc
interest-adjusted benefit ratio reflects th
income offset. Since interest income is an
the performance of this product, management
that includes the effect of interest income
product performance. We utilize the interes

measuring segment performance for purposes

believe that this performance measure is a
ongoing businesses and trends in the busine
"interest-adjusted benefit ratio" does not

as a measure of current period benefits to
policy income. Accordingly, management revi
"interest-adjusted benefit ratios" when ana
attributable to these products. The investm
accumulated assets backing Bankers Life's |
$55.0 million and $50.9 million in the thre
and 2008, respectively.
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sure is a numerical measure
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ated and presented in
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easuring the performance of
orce for a longer duration of
in provisions (such as
racts) and require the

es (including insurance

The net cash flows from
accumulation of amounts in
as reserve increases) that

y years (accounted for as
icies age, the benefit ratio

n benefits will be partially
umulated assets. The

e effects of the interest
important factor in measuring
believes a benefit ratio

is useful in analyzing
t-adjusted benefit ratio in

of SFAS 131 because we
better indicator of the

ss. However, the

replace the "benefit ratio"
current period insurance
ews both "benefit ratios" and
lyzing the financial results
ent income earned on the
ong-term care reserves was
e months ended March 31, 2009

Th ree months ended
March 31,
200 9 2008
Health benefit ratios:
All health lines:
Insurance policy beNefitS.....cccccceeees e $390 1 $390.1
Benefit ratio (8)...ccoccvvevvvvenecceces s 88.9 % 89.4%
Medicare supplement:
Insurance policy benefitS......cccccceeeees $116 0 $104.3
Benefit ratio (8)...c.cccvvvvvvvenecceces e 70.2 % 64.6%
PDP and PFFS:
Insurance policy beNefitS.....cccccceeees e $115 7 $111.5
BeNEfit ratio (2)...ccovvveeviiieeicces s 94.4 % 93.9%
Long-term care:
Insurance policy beNefitS.....cccccceeees e $158 4 $174.3
Benefit ratio (a) PP 105.1 % 111.6%
Interest-adjusted benefit ratio (b)......... . 68.6 % 79.0%

Total premium collections were $774.8 million iretfirst quarter of 2009, up 8.8 percent from 2@@&mium collections include $119.2
million and $116.4 million in the first quarters 2009 and 2008, respectively, of premiums collegi@duant to the quota-share agreements
with Coventry. See "Premium Collections" for funtlamalysis of Bankers Life's premium collections.
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Average liabilities for insurance products, netafisurance ceded were $11.2 billion in the fitgirger of 2009, up 9.6 percent from 2008.
The increase in such liabilities was primarily daéncreases in annuity and health reserves raguitom new sales of these products.

Insurance policy income is comprised of premiunra@a on policies which provide mortality or morlydcoverage and fees and other
charges assessed on other policies. Insurancey patiome includes $122.6 million and $118.7 milliarthe first quarters of 2009 and 2008,
respectively, of premium income from the quota-stegreements with Coventry.

Net investment income on general account invesiedta (which excludes income on policyholder actx)umas $155.4 million in the fir:
quarter of 2009, up 4.0 percent from 2008. Theayebalance of general account invested asset$Mas billion and $10.4 billion in the
first quarters of 2009 and 2008, respectively. aherage yield on these assets was 5.59 perce. @adighercent in the third quarters of 2009
and 2008, respectively. The increase in generaliatdnvested assets is primarily due to salesiofianuity and health products in recent
periods. The reduction in average yield refledtsglier amount of investments in shorterm investments with lower yields in the first ez
of 2009.

Net investment income related to eg-indexed products represents the change in thma&®d fair value of options which are purchased in
an effort to hedge certain potential benefits aogrto the policyholders of our equity-indexed puots. Our equity-indexed products are
designed so that the investment income spread @amthe related insurance liabilities is expedttelde more than adequate to cover the cost
of the options and other costs related to theseipsl Net investment losses related to equitystedeproducts were $10.9 million and $21.1
million in the first quarters of 2009 and 2008,pestively. Net investment income related to eqintyexed products also includes income
(loss) on trading securities which are held toaschedges for embedded derivatives related toyeiaiexed products. Such trading account
income (loss) was $(2.6) million and $3.8 millionthe first quarters of 2009 and 2008, respectiv@lich amounts are generally offset by the
corresponding charge (credit) to amounts addealioyholder account balances for equity-indexeddpicis based on the change in value of
the indices. Such income and related charges fitetoased on the value of options embedded ireiimant's equity-indexed annuity
policyholder account balances subject to this beagatl to the performance of the index to whichrteirns on such products are linked.

Our results in the first three months of 2009 a6@&, were affected by a reduction to earnings ainfilion and $12 million, respectively,
related to equity-indexed annuity products (suatieweee primarily resulted from the change in thligaf the embedded derivative related to
future indexed benefits reported at estimatedviaine in accordance with accounting requirementduding a $2.0 million charge in the first
quarter of 2008 related to the adoption of SFAS)157

Net investment income on other spe-purpose portfolios includes the income relate@odmpany-owned life insurance ("COLI") which was
purchased as an investment vehicle to fund themefeompensation plan for certain agents. The Ci3kkts are not assets of the deferred
compensation plan, and as a result, are accountenlifside the plan and are recorded in the catesteldl balance sheet as other invested
assets. Changes in the cash surrender value (@hpmoximates net realizable value) of the COLI &ssaee recorded as net investment inc
(loss) and totaled $.3 million and $(2.8) millionthe first quarters of 2009 and 2008, respectively

Insurance policy benefits fluctuated as a resulheffactors summarized below for benefit ratiosn&it ratios are calculated by dividing the
related insurance product's insurance policy b&nbji insurance policy income.

The Medicare supplement business consists of badikidual and group policies. Governmental regoladi generally require us to attain and
maintain a ratio of total benefits incurred to t@eemiums earned (excluding changes in policy fiereserves), after three years from the
original issuance of the policy and over the lifedi of the policy, of not less than 65 percent ahvidual products and not less than 75 pet
on group products, as determined in accordancestatiutory accounting principles. Since the insoegproduct liabilities we establish for
Medicare supplement business are subject to signifiestimates, the ultimate claim liability weunéor a particular period is likely to be
different than our initial estimate. Our insuramodicy benefits reflected reserve redundanciesi¢aefcies) from prior years of $(1.3) million
and $3.9 million in the first three months of 20081 2008, respectively. Excluding the effects apperiod claim reserve redundancies, our
benefit ratios would have been 69.4 percent ant p&tcent in the first three months of 2009 and820€spectively.
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The insurance policy benefits on our prescriptiaimgdplan ("PDP") and PFFS business result fromgouata-share reinsurance agreements
with Coventry. We began assuming the PDP businessouary 1, 2006 and the PFFS business on Jahu2097. During 2007 and 2008,
we entered into new PFFS quota-share reinsuraneemgnts to assume a specified percentage of #iedss written by Coventry under
three group policies. In order to reduce the resLigtatutory capital associated with the assumptidhis business, Conseco terminated two
group policy quota-share agreements as of DeceBIh&2008 and will terminate the last agreementure B0, 2009. Our benefit ratio on this
block has increased in the first quarter of 2008 wudeclining margins on this block. Although éimst quarter of 2009 results reflected
redundancies of $7.3 million in the insurance ligpfor incurred but not reported claims estabéidrat December 31, 2008, this favorable
variance was more than offset by unfavorable egpes in the first quarter of 2009.

The net cash flows from our long-term care prodgetserally cause an accumulation of amounts ire#nly years of a policy (accounted for
as reserve increases) which will be paid out agfiterin later policy years (accounted for as resetecreases). Accordingly, as the policies
age, the benefit ratio typically increases, butitloeease in reserves is partially offset by inwestt income earned on the accumulated assets
The benefit ratio on this business has increased ttve last year, consistent with the aging of tihéek. In addition, the older policies have
not lapsed at the rate we assumed in our pricihg.tBenefit ratio on our entire block of long-terarebusiness in the Bankers Life segment
was 105.1 percent and 111.6 percent in the firattgus of 2009 and 2008, respectively. The intemdgisted benefit ratio on this business
68.6 percent and 79.0 percent in the first quade2)09 and 2008, respectively. Since the insweammoduct liabilities we establish for long-
term care business are subject to significant esés the ultimate claim liability we incur for arficular period is likely to be different than
our initial estimate. Our insurance policy benefiected reserve deficiencies from prior year$hB million and $2.7 million in the first
three months of 2009 and 2008, respectively. Exwatuthe effects of prior year claim reserve deficies, our benefit ratios would have been
104.0 percent and 109.9 percent in the first thmeaths of 2009 and 2008, respectively. The benrai for the first three months of 2009
reflected a reduction in liabilities for insuranm®ducts of approximately $14.5 million due to:gijeduction in liabilities for policyholders
choosing to lapse their policies rather than payiigper rates; (ii) a reduction in liabilities fpolicyholders choosing to reduce their cover:
to achieve a lower cost; offset by (iii) an increas the reserves related to waiver of premium fisn® reflect the higher premiums after the
rate increase. The aforementioned reduction inlii@s was partially offset by increased amortiaatof insurance intangibles of $4.1 million
resulting from the increase in lapses. When pdi@gse, active life reserves for such lapsed iesliare released, resulting in decreased
insurance policy benefits (although such decremsernewhat offset by additional amortization expgns

As a result of higher persistency in our long-teame block in the Bankers Life segment than assum#te original pricing, our premium
rates were too low. Accordingly, we began a progra@006 to seek approval from regulatory authesifior rate increases on approximately
65 percent of this block. As an alternative tordte increase, policyholders were offered the opt() to reduce their benefits to maintain
their previous premium rates; or (ii) to chooseoaforfeiture benefit equal to the sum of accumulaiteemiums paid less claims received. We
have received all expected regulatory approvalshave implemented these rate increases. In addérmther round of increases was filed
during the second and third quarters of 2007 onendeng-term care, home health care, and short-tama policies not included in the first
round of rate increases. The policies in this rotgpdesent approximately 25 percent of the infdroek. As of March 31, 2009, all such
filings had been submitted for regulatory approaal] approximately 65 percent of the rate increbhadseen approved by regulators and
implemented. Remaining approvals and implementatéoye expected to occur over the next six monthslli, an additional rate increase on
the 65 percent of the block that received an irs@éa 2006 was filed in the third quarter of 2088.0f March 31, 2009, approximately 94
percent of the rate increases had been approvesgimators and implemented. The remaining apprasdsimplementations of this rate
increase are expected to occur by the end of 2009.

Amounts added to policyholder account balancesffimuity products and interest-sensitive life pragweere $45.9 million in the first quarter
of 2009, up 3.8 percent from 2008. The weightedaye crediting rate for these products was 3.6qmiio both the first quarters of 2009 ¢
2008.

Amounts added to equity-indexed products basechange in value of the indices fluctuated with tberesponding related investment
income accounts described above.

Amortization related to operations includes amatton of insurance acquisition costs. Insuranceliadpn costs are generally amortized
either:

(i) in relation to the estimated gross profits fimiversal life and investment-type products; oriiirelation to actual and expected premium
revenue for other products. In addition, for unsadiife and investment-type
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products, we are required to adjust the total aizatitn recorded to date through the statemenpefations if actual experience or other
evidence suggests that earlier estimates of funoss profits should be revised. Accordingly, aiaatton for universal life and investment-
type products is dependent on the profits realtigthg the period and on our expectation of fupnafits. For other products, we amortize
insurance acquisition costs in relation to actmal expected premium revenue, and amortizationlisamjusted if expected premium revenue
changes or if we determine the balance of thess édgot recoverable from future profits. Bankeife's amortization expense was $75.6
million and $75.0 million in the first quarters 009 and 2008, respectively. We limit the total dimation adjustments resulting from losses
on a block of business issued in a particular y@an amount which would not result in the balapcsurance acquisition costs exceeding
the total of costs capitalized plus interest. Dgitime first three months of 2009, amortization eégeerelated to annuities issued in 2008
decreased by $5.2 million due to a reduction irhdimitation. During the first three months of 2008 experienced higher lapses than we
anticipated on our Medicare supplement productes&hapses reduced our estimates of future expprtedum income and, accordingly,
recognized additional amortization expense of $i@lRon in the first three months of 2008. We leele such increases were partially related
to competition from Medicare Advantage products.

Other operating costs and expenses in our BankfErségment were $47.6 million in the first quat&2009, up 7.9 percent from 2008.
Other operating costs and expenses include thaafimiy (dollars in millions):

Three mont hs ended
March 31,
2009 2008
Expenses related to the marketing and quota-share

agreements with Coventry. $8.0 $8.4

Commission expense....... 4.0 4.9
Other operating eXpenses...........cceeeeveeeinnes 35.6 30.8
TOtAl oo e $47.6 $44.1

Net realized investment losses fluctuate each geBaring the first three months of 2009, net ==diinvestment losses in this segr
included $43.8 million of net gains from the sadé¢snvestments (primarily fixed maturities), net$5.7 million of writedowns of
investments resulting from declines in fair valtiest we concluded were other than temporary. Dutiedfirst three months of 2008, net
realized investment losses in this segment incl&iefl million of net gains from the sales of inweshts (primarily fixed maturities), net of
$21.2 million of writedowns of investments resudtiftom declines in fair value that we concludedevether than temporary.

Amortization related to net realized investmenséssis the increase or decrease in the amortizetimsurance acquisition costs which res
from realized investment gains or losses. Wheneillesscurities which back our universal life anddstment-type products at a gain (loss)
and reinvest the proceeds at a different yieldingeease (reduce) the amortization of insuranceiaitopn costs in order to reflect the change
in estimated gross profits due to the gains (Igs®sdized and the resulting effect on estimatedréuyields. Sales of fixed maturity
investments resulted in an increase (decreashgiarmortization of insurance acquisition costs.bfiillion and $(2.5) million in the first
quarters of 2009 and 2008, respectively.

55



CONSECO, INC. AND SUBSIDIARIES

Colonial Penn (dollars in millions)

Thr ee months ended
March 31,
2009 2008
Premium collections:
LIt e $47. 0 $42.9
Supplemental health.......cccccovivieeces 1. 9 2.3
Total COllECHIONS....vecveciiicceees $ 48 9 $45.2
Average liabilities for insurance products:
Annuities-mortality based.........cocceeees e $ 83. 4 $87.2
HEaltN. oo e 19. 7 215
Life:
INtErest SENSItIVE.....cccvveiceieees e 24 1 25.0
NON-INtErest SENSItIVE.....ccccvvceeeeces e 568 6 561.4
Total average liabilities for insurance
products, net of reinsurance ceded... $695. 8 $695.1
Revenues:
Insurance policy INCOME......cccccveevceees e e $47. 1 $44.4
Net investment income:
General account invested @SSetS.......c... e 9. 8 9.7
Trading account income related to reinsurer
ACCOUNES.coviiiiiiieciieeiieeeniees e - (.5)
Fee revenue and other iNnCOMe.........ccceeee. e . 2
TOtal FEVENUES....ccvvicieiiccieeies e 57. 1 53.9
Expenses:
Insurance policy beNefitS.....ccccceeceecees 36. 1 35.0
Amounts added to annuity and interest-sensitiv e life
product account balances.................. 3 3
Amortization related to operations.. 8. 4 7.4
Other operating costs and expenses............ 7. 2 7.5
Total EXPENSES..ccivvivveciieeiiieeeeee e 52. 0 50.2
Income before net realized investment gains (losses ) and
INCOME TAXES...oiiiiiiic v e 5. 1 3.7
Net realized investment gains (I0SSES)...... . 1 (.6)
Income before INCOME taXeS......coevevnceecs e $ 5. 2 $ 3.1

Total premium collections were $48.9 million in thrst quarter of 2009, up 8.2 percent from 2008e SPremium Collections" for further
analysis of Colonial Penn's premium collections.

Insurance policy income is comprised of premiunra@@ on policies which provide mortality or morlydcoverage and fees and other
charges assessed on other policies. The incredise #009 period reflects the growth in this segm®&ee "Premium Collections" for further
analysis.
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Net investment income on general account invessdta (which excludes income on policyholder amsuger accounts) was $9.8 million
the first quarter of 2009, up 1.0 percent from 2008 average balance of general account investstsawas $660.4 million and $678.9
million in the first quarters of 2009 and 2008,pestively. The average yield on these assets v@@spercent and 5.75 percent in the first
quarters of 2009 and 2008, respectively.

Trading account income related to reinsurer aceoregresents the income on trading securities,whigre designed to act as hedges for
embedded derivatives related to a modified coimsgagreement. The income on our trading accoentites was designed to be
substantially offset by the change in value of edaeel derivatives related to a modified coinsuraagreement. As a result of the recapture of
a modified coinsurance agreement in the fourthtguaf 2007, such trading account securities wele is the first quarter of 2008.

Insurance policy benefits fluctuated as a resuthefgrowth in this segment in recent periods.

Amortization related to operations includes amaititm of insurance acquisition costs. Insuranceliadipn costs in the Colonial Penn
segment are amortized in relation to actual aneebga premium revenue, and amortization is onlystdfl if expected premium revenue
changes or if we determine the balance of thess to80t recoverable from future profits. Such ante were generally consistent with the
related premium revenue and gross profits for gefods and the assumptions we made when we esttafllthe value of policies inforce as
of the Effective Date. A revision to our currensasiptions could result in increases or decreasastization expense in future periods.

Other operating costs and expenses in our Col&aah segment decreased by 4.0 percent, to $7i@milh the first quarter of 2009 as
compared to the same period in 2008.

Net realized investment gains (losses) fluctuath geriod. During the first three months of 2008, realized investment gains (losses) in
segment included $3.2 million of net gains from shées of investments (primarily fixed maturities@t of $3.1 million of writedowns of
investments resulting from declines in fair valtiest we concluded were other than temporary. Dutiedfirst three months of 2008, net
realized investment losses in this segment incl@&&dnillion of net gains from the sales of investits (primarily fixed maturities), net of §
million of writedowns of investments resulting fraeclines in fair values that we concluded wer@othan temporary.
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Conseco Insurance Group (dollars in millions):

Thre e months ended
March 31,
2009 2008
Premium collections:

ANNUILIES..cvviiiieciececiieeceeeeeeee e $ 195 $ 416
146.2 158.5

64.4 71.9
Total COlECHIONS...cvviciicciecceeees e $ 230.1 $ 272.0

Average liabilities for insurance products:

Annuities:
Mortality based..............ccoeeeveennnn. $ 2235
Equity-indexed..........ccccoevvveerninen. 889.9
Deposit based...... . 788.4
Separate accounts...........ccceeveeernnne . . 26.2
HealtN. oo e 2,991.9 2,978.0
Life:
INEErESt SENSIHIVE...uvvvevcicccieeeeees 2,906.2 2,963.0
NON-INtEIESt SENSItIVE....evvvviveiiieieeee s 1,360.2 1,420.7
Total average liabilities for insurance pr oducts,
net of reinsurance ceded................ . $9,018.4 $9,289.7
Revenues:
Insurance policy INCOME.....ccovvvveeviicees e e $ 244.2 $ 243.7
Net investment income:
General account invested aSSetS.......c.ee. e 143.4 149.4
Equity-indeXed ProduCtS......cccccvvvvces e (7.0 ) (10.5)
Trading account income related to policyholder and
FEINSUIEr ACCOUNES...coviiiiiiiiiieniiiees e 2.3 ) 4.2)
Change in value of embedded derivatives relate dto
modified coinsurance agreements............. . e 2 1.4
Fee revenue and other inCOMe.........cccceeeeee. e a7 .8
TOtal FEVENUES. ...ocvviiiiiieiieeeceee e 379.2 380.6
Expenses:
Insurance policy benefitS......cccocvcceeces 214.1 209.1
Amounts added to policyholder account balances:
Annuity products and interest-sensitive life p roducts
other than equity-indexed products.......... 36.0 40.5
Equity-indexed products............cccueen. (.2 ) 3.1
Amortization related to operations.............. 36.8 30.2
Interest expense on investment borrowings....... 5.2 5.8
Other operating costs and expenses.............. 56.1 68.6
Total EXPENSES..cciviiiiiiieiiieennieee 348.0 357.3
Income before net realized investment gains (losses ), net of
related amortization and iNCOME taXES........... . i 31.2 23.3
Net realized investment gains (I0SSES)........... s 2.7 (9.1)
Amortization related to net realized investment gains (I0SSES)......ccvvvveerveeennns 5
Net realized investment gains (losses), net of related
AMOTtIZAtON.ccvviieciie e 3.2 (8.8)
Income before INCOMEe taXeS......ccevvvnceccs e $ 344 $ 145

(continued)
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Health benefit ratios:

All health lines:
Insurance policy benefits...................
Benefit ratio (a)........ccceevvveerneneen,

Medicare supplement:
Insurance policy benefits...................
Benefit ratio (a)........ccceevvveerneneen,

Specified disease:
Insurance policy benefits...................
Benefit ratio (a).......cccceeeveeernnnnn.
Interest-adjusted benefit ratio (b).........

Long-term care:
Insurance policy benefits...................
Benefit ratio (a).......ccceeeveeeinnnnn.
Interest-adjusted benefit ratio (b).........

Other:
Insurance policy benefits...................
Benefit ratio(@)........ccceeevieennnnnn.

(a) We calculate benefit ratios by dividing the
policy benefits by insurance policy income.

(b) We calculate the interest-adjusted benefit
for Conseco Insurance Group's specified dis
products by dividing such product's insuran
interest income on the accumulated assets b
liabilities by policy income. These are con

measures. A non-GAAP measure is a numerical

performance, financial position, or cash fl
amounts that are normally excluded or inclu

comparable measure calculated and presented

These non-GAAP financial measures of "inter
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(continued from previous page)

Thre e months ended
March 31,
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...................................... $122.7 $124.9
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$31.9 $35.3
67.3% 65.8%
$71.3 $75.2
76.0% 81.7%
42.2% 48.1%
...................................... $17.4 $12.1
210.1% 136.4%
132.0% 66.4%
$2.1 $2.3
98.8% 87.5%

related product's insurance

ratio (a non-GAAP measure)
ease and long-term care

ce policy benefits less

acking the insurance

sidered non-GAAP financial
measure of a company's
ows that excludes or includes
ded in the most directly

in accordance with GAAP.

est-adjusted benefit ratios"
uction of interest income on
e liabilities from the
determine the ratio.
easuring the performance of
orce for a longer duration of
in provisions (such as
racts) and require the

es (including insurance

The net cash flows from

ts generally cause an

of a policy (accounted for as
benefits in later policy
Accordingly, as the policies
ase, but the increase in

st income earned on the
enefit ratio reflects the

e interest income is an

ce of these products,

cludes the effect of interest
rmance. We utilize the

g segment performance for
t this performance measure is
s and trends in the business.
io" does not replace the

iod benefits to current

, management reviews both
efit ratios" when analyzing
products. The investment



CONSECO, INC. AND SUBSIDIA RIES

assets backing the specified disease reserv es was $31.7 million and
$30.9 million in the three months ended Mar ch 31, 2009 and 2008,
respectively. The investment income earned on the accumulated assets
backing the long-term care reserves was $6. 4 million and $6.2 million in
the three months ended March 31, 2009 and 2 008, respectively.

Total premium collections were $230.1 million iretfirst quarter of 2009, down 15 percent from 2008 decrease in collected premiums
was primarily due to lower equity-indexed annuityes as we changed the pricing of specific prodaistsno longer emphasized the sale of
certain products since the second half of 2007."Besmium Collections" for further analysis.

Average liabilities for insurance products, netafisurance ceded were $9.0 billion in the firsiger of 2009, down 2.9 percent from 2008.
The decrease in such liabilities was primarily ttua coinsurance transaction and policyholder regdiems and lapses exceeding new sales.

Insurance policy income is comprised of premiuntaea on traditional insurance policies which previdortality or morbidity coverage and
fees and other charges assessed on other politieslecrease in insurance policy income is primaitie to lower income from Medicare
supplement products due to lapses exceeding nes aatl lower premiums from our life insurance bl@ée "Premium Collections" for
further analysis.

Net investment income on general account invesiedta (which excludes income on policyholder amtstger accounts) was $143.4 milli
in the first quarter of 2009, down 4.0 percent fr2@98. The average balance of general accounttetvessets was $9.8 billion and $10.1
billion in the first quarters of 2009 and 2008,pestively. The average yield on these assets v@&sgarcent and 5.90 percent in the first
quarters of 2009 and 2008, respectively.

Net investment income related to eg-indexed products represents the change in thma&®d fair value of options which are purchased in
an effort to hedge certain potential benefits aicgrto the policyholders of our equity-indexed pwots. Our equity-indexed products are
designed so that the investment income spreadeaméhe related insurance liabilities is expedtelde more than adequate to cover the cost
of the options and other costs related to theseipsl Net investment losses related to equity>tiedeproducts were $4.8 million and $13.3
million in the first quarters of 2009 and 2008,gestively. Net investment income related to equityexed products also includes income
(loss) on trading securities which are held tosachedges for embedded derivatives related toyenuiexed products. Such trading account
income (loss) was $(2.2) million and $2.8 millionthe first quarters of 2009 and 2008, respectiv@lich amounts were mostly offset by the
corresponding charge (credit) to amounts addedlioyholder account balances for equiitglexed products. Such income and related ch
fluctuate based on the value of options embedd#ukisegment's equity-indexed annuity policyholitrount balances subject to this benefit
and to the performance of the indices to whichréterns on such products are linked.

Our results for the first quarters of 2009 and 2@@8e affected by a reduction to earnings of $lillam and $2.0 million, respectively,
related to equity-indexed annuity products (suatievee primarily resulted from the change in thigaof the embedded derivative related to
future indexed benefits reported at estimatedviaine in accordance with accounting requirementsuding a $.8 million charge in the first
quarter of 2008 related to the adoption of SFAS)157

Trading account income related to policyholder exidsurer accounts represents the income on tragiogrities which are held to act as
hedges for embedded derivatives related to cemaitified coinsurance agreements. In addition, smobme includes the income on
investments backing the market strategies of eesanuity products which provide for different mtd cash value growth based on the
experience of a particular market strategy. Therime on our trading account securities is desigoethbstantially offset: (i) the change in
value of embedded derivatives related to modifieidsurance agreements described below; and (tdicemmounts included in insurance
policy benefits related to the aforementioned atyrioducts.

Change in value of embedded derivatives relatedddified coinsurance agreements is described indle to our consolidated financial
statements entitled "Accounting for Derivatives.&\Wave transferred the specific block of investmeatated to these agreements to our
trading securities account, which we carry at estéd fair value with changes in such value recaghis trading account income. The chz
in the value of the embedded derivatives has lgigeén offset by the change in value of the tradieqyirities.
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Insurance policy benefits were affected by a nunolbéems as summarized below.

Insurance margins (insurance policy income lessrare policy benefits) related to life productsev@(4.2) million and $.3 million in the
first three months of 2009 and 2008, respectiv@lich fluctuations are primarily due to changes antality. Earnings on our universal life
products, which comprise a significant part of thiisck, are subject to volatility since our insuraracquisition costs are equal to the value of
future estimated gross profits. Accordingly, thérendifference between our assumptions and aetqgatrience is generally reflected in
earnings in the period such differences occur.mbegin in the first quarter of 2009 also reflectiee release of liabilities for insurance
products of $2.5 million in the first quarter of@Ddue to refinements in the calculation of suabilities for a block of policies.

Insurance policy benefits also fluctuated as alresuhe factors summarized below for benefitaatiBenefit ratios are calculated by dividing
the related insurance product's insurance polioefis by insurance policy income.

The benefit ratios on Conseco Insurance Group'sddeslsupplement products were impacted by anasere policyholder lapses following
our premium rate increase actions and competitiom fcompanies offering Medicare Advantage produtts.establish active life reserves
these policies, which are in addition to amountgineed for incurred claims. When policies lapsdivaclife reserves for such lapsed policies
are released, resulting in decreased insuranceydudinefits (although such decrease is substgntiffiet by additional amortization
expense). In addition, the insurance product licédml we establish for our Medicare supplementitess are subject to significant estimates
and the ultimate claim liability we incur for a fiaular period is likely to be different than owmitial estimate. Our insurance policy benefits
reflected claim reserve redundancies from prioryef$2.9 million and $2.0 million in the firstrde months of 2009 and 2008, respectively.
Excluding the effects of prior year claim resergdundancies, our benefit ratios for the Medicappi&ment block would have been 73.5
percent and 69.6 percent in the first three moott2009 and 2008, respectively. Governmental ragula generally require us to attain and
maintain a ratio of total benefits incurred to t@eemiums earned (excluding changes in policy bereserves), after three years from the
original issuance of the policy and over the lifedi of the policy, of not less than 65 percent @s¢hproducts, as determined in accordance
with statutory accounting principles. Insurance gites (insurance policy income less insurance pdieyefits) on these products were $15.4
million and $18.3 million in the first quarters 2909 and 2008, respectively. Such decrease is plyndaie to lower sales and higher incurred
claims.

Conseco Insurance Group's specified disease podaoerally provide fixed or limited benefits. lBxample, payments under cancer
insurance policies are generally made directlptat the direction of, the policyholder followiniiagnosis of, or treatment for, a covered t
of cancer. Approximately threfeurths of our specified disease policies inforleasgd on policy count) are sold with return of gremor casl
value riders. The return of premium rider generpligvides that after a policy has been inforcesfgpecified number of years or upon the
policyholder reaching a specified age, we will payhe policyholder, or a beneficiary under thei@glthe aggregate amount of all premiums
paid under the policy, without interest, less thgragate amount of all claims incurred under tHepoThe cash value rider is similar to the
return of premium rider, but also provides for p&yniof a graded portion of the return of premiumddit if the policy terminates before the
return of premium benefit is earned. Accordinghg het cash flows from these products generallyirasthe accumulation of amounts in 1
early years of a policy (accounted for as resameesiases) which will be paid out as benefits iarlablicy years (accounted for as reserve
decreases). As the policies age, the benefit vatidypically increase, but the increase in betefill be partially offset by investment inco
earned on the accumulated assets. The benefitwditituctuate depending on the claim experienceing the year. Insurance margins
(insurance policy income less insurance policy B&)eon these products were $22.5 million and 81fillion in the first quarters of 2009
and 2008, respectively. The increase in marginker2009 period is primarily due to lower incurtdims.

The long-term care policies in this segment gehepabvide for indemnity and non-indemnity benefits a guaranteed renewable or non-
cancellable basis. The benefit ratio on our longiteare policies was 210.1 percent and 136.4 peneehe first quarters of 2009 and 2008,
respectively. Benefit ratios are calculated bydiiwy the product's insurance policy benefits byiiaace policy income. Since the insurance
product liabilities we establish for long-term céresiness are subject to significant estimatesylitimaate claim liability we incur for a
particular period is likely to be different thanrauitial estimate. Our insurance policy benefa#flected reserve redundancies (deficiencies)
from prior years of $(3.9) million and $3.0 milliagm the first quarters of 2009 and 2008, respebtiviexcluding the effects of prior year cla
reserve redundancies (deficiencies), our bendfagavould have been 163.0 percent and 170.3 peit@909 and 2008, respectively. These
ratios reflect the level of incurred claims expecded in recent periods, adverse development omslai
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incurred in prior periods and decreases in polwpme. The prior period deficiencies have resuitech the impact of paid claim experience
being different than prior estimates, changes tnaa@l assumptions and refinements to claimara daéd to determine claim reserves.

The net cash flows from long-term care productsegalty cause an accumulation of amounts in theygadrs of a policy (accounted for as
reserve increases) which will be paid out as bé&nefilater policy years (accounted for as resde@eases). Accordingly, as the policies age,
the benefit ratio will typically increase, but tinerease in benefits will be partially offset byw@stment income earned on the assets which
have accumulated. The interest-adjusted beneiit fat long-term care products is calculated byidlivg the insurance product's insurance
policy benefits less interest income on the accatedl assets backing the insurance liabilities byriance policy income. The interest-
adjusted benefit ratio on this business was 132r6gmt and 66.4 percent in the first three montl2)69 and 2008, respectively. Excluding
the effects of prior year claim reserve redundan(@ieficiencies), our interest-adjusted benefibsatvould have been 84.8 percent and 100.4
percent in the first three months of 2009 and 208&yectively.

In each quarterly period, we calculate our besimege of claim reserves based on all of the infdiromsavailable to us at that time, which
necessarily takes into account new experience éntedyrring the period. Our actuaries estimate tlodgien reserves using various generally
recognized actuarial methodologies which are basedformed estimates and judgments that are kedi¢w be appropriate. As additional
experience emerges and other data become availbse estimates and judgments are reviewed andenayvised. Significant assumptions
made in estimating claim reserves for long-terne galicies include expectations about the: (i) fetduration of existing claims;

(i) cost of care and benefit utilization; (iii)terest rate utilized to discount claim reserves; ¢laims that have been incurred but not yet
reported; (v) claim status on the reporting datg;dlaims that have been closed but are expecteedpen; and (vii) correspondence that has
been received that will ultimately become claimet thave payments associated with them.

The benefit ratios on Conseco Insurance Groupkr @itoducts are subject to fluctuations due tcsthaller size of these blocks of business.

Amounts added to policyholder account balancesfimuity products and interest-sensitive life pragweere $36.0 million in the first quarter
of 2009, down 11 percent from 2008. The decreasepnimarily due to a smaller block of annuity besia inforce due to lapses exceeding
new sales in recent periods. The weighted avenagghting rate for these products was 4.1 percebbth the first three months of 2009 and
2008. In addition, amounts added to policyholdeoaat balances for annuity products in the firsartgr of 2008 includes a $3.0 million out-
of-period expense to reflect previously unrecogaizenefits on certain annuity policies.

Amounts added to equity-indexed products genefalbtuate with the corresponding related investmeodme accounts described above.

Amortization related to operations includes amatton of insurance acquisition costs. Insuranceliadpn costs are generally amortized
either:

(i) in relation to the estimated gross profits fimiversal life and investment-type products; oriiirelation to actual and expected premium
revenue for other products. In addition, for unsatiife and investment-type products, we are meglio adjust the total amortization
recorded to date through the statement of opemstfactual experience or other evidence suggbkatssrlier estimates of future gross profits
should be revised. Accordingly, amortization foivansal life and investment-type products is degenhan the profits realized during the
period and on our expectation of future profitst &ther products, we amortize insurance acquisitmsts in relation to actual and expected
premium revenue, and amortization is only adjusitedpected premium revenue changes or if we deterthe balance of these costs is not
recoverable from future profits. The assumptionsuse to estimate our future gross profits and premiinvolve significant judgment. A
revision to our current assumptions could resuibh@meases or decreases to amortization experfaeune periods.

During the first quarter of 2009, we were requite@ccelerate the amortization of insurance actipiiscosts due to the experience of a block
of equity-indexed annuities. This block of businegperienced higher than anticipated surrendeiiggltine first quarter of 2009 and we have
increased our expected surrender assumptionsurefperiods. These annuities also have a MVA featuhich effectively reduced (or in
some cases, eliminated) the charges paid uponuthensler of these policies in the recent periodhad 0-year treasury rate dropped to
historic lows. The impact of both the historicaperience and the projected increased surrendeitgaid higher MVA benefits has reduced
our expectations on the profitability of the angitock of Conseco Insurance Group to approximatedak-even. We recognized additional
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amortization of approximately $3.1 million in thest quarter of 2009, related to the actual anceetqul future changes in the experience of
this block. We continue to hold insurance acquisittosts of approximately $140 million relatedhese products, which we determined are
recoverable. Results for this block are expectesktubit increased volatility in the future, becawsmost all of the difference between our
assumptions and actual experience will be refleittexhrnings in the period such differences occur.

Interest expense on investment borrowings incld®e$ million and $5.7 million of interest expenseallateralized borrowings in the first
quarters of 2009 and 2008, respectively, as fudiescribed in the note to the consolidated findrsté&iements entitled "Investment
Borrowings".

Other operating costs and expenses were $56. bmitlithe first quarter of 2009, down 18 perceatrfr2008. Other operating costs and
expenses include commission expense of $18.4 midiial $20.0 million in the first quarters of 200812008, respectively. The decrease in
expenses is due to lower litigation expenses andrsales and marketing costs.

Net realized investment gains (losses) fluctuatd geeriod. During the first three months of 200&, realized investment gains included $:.
million of net gains from the sales of investmgiptsmarily fixed maturities), net of $34.9 milliasf writedowns of investments resulting frc
declines in fair values that we concluded were otihan temporary. During the first three month20®8, net realized investment losses
included $4.7 million of net gains from the saléeestments (primarily fixed maturities), net®if3.8 million of writedowns of investments
resulting from declines in fair values that we doded were other than temporary.

Amortization related to net realized investmenséssis the increase or decrease in the amortizetimsurance acquisition costs which res
from realized investment gains or losses. Whenellesscurities which back our universal life anddatment-type products at a gain (loss)
and reinvest the proceeds at a different yielduloen we have the intent to sell the impaired inwestts before an anticipated recovery in
value occurs), we increase (reduce) the amortizationsurance acquisition costs in order to refthe change in estimated gross profits due
to the gains (losses) realized and the resultifegebn estimated future yields. Sales of fixedurit investments resulted in a decrease ir
amortization of insurance acquisition costs ofr@iion and $.3 million in the first quarters of @@ and 2008, respectively.

Corporate Operations (dollars in millions):

Thre e months ended
March 31,

Corporate operations:

Interest expense on corporate debt............. $(18.5)
Net investment income ...........cccccceeene.. 15
Fee revenue and other income................... 11
Net operating results of variable interest enti 1.5
Expenses related to debt modification.......... -
Other operating costs and expenses............. (10.8)

Loss before net realized investment losses an d

INCOME tAXES .evieiiiieiiiiieeveeeeeiee e (31.9) (25.2)

Net realized iNVESIMENt I0SSES....cccccceeeeee e (7.8) (16.6)

LOSS DEfOre INCOME tAXES..ccvvviveiieeics e $(39.7) $(41.8)

Interest expense on corporate debt was impacte@)bgwer interest rates on our Second AmendediiCFacility; and (ii) the issuance in
November 2008 of the $125 million Senior Note duwvémber 12, 2013 (the "Senior Note"). Our averagparate debt outstanding w
$1,329.7 million and $1,195.5 million during thesfithree months of 2009 and 2008, respectivelg. lerage interest rate on our debt was
3.2 percent and 5.2 percent during the first timeaths of 2009 and 2008, respectively.
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Net investment income primarily included incomeneal on sho-term investments held by the Corporate segment@scellaneous other
income and fluctuated along with the change inatim@unt of invested assets in this segment.

Fee revenue and other income includes: (i) revemge®ceive for managing investments for other camgs; and (ii) fees received for
marketing insurance products of other companies.réeenue and other income decreased primarilyresudt of a decrease in the market
value of investments managed for others, upon wihieke fees are based.

Net operating results of variable interest entifgresent the operating results of a VIE. The VIEoissolidated in accordance with FIN 4¢
Although we do not control this entity, we consali it because we are the primary beneficiary. €htiy was established to issue securities
and use the proceeds to invest in loans and othrerifled assets.

Expenses related to debt modification reflect faearred in conjunction with modifications to ouec®nd Amended Credit Facility as further
described in the note to the consolidated finarstetiements entitled "Notes Payable - Direct Cago®©bligations."

Other operating costs and expenses include geranmbrate expenses, net of amounts charged todsaitiss for services provided by the
corporate operations. These amounts fluctuateresudt of expenses such as consulting, legal avetaece costs which often vary from
period to period.

Net realized investment losses often fluctuate gaclod. During the first three months of 2009, reetized investment losses recognized
VIE included: (i) $.5 million of net gains from tisale of investments; net of (ii) $8.3 million ofitedowns due to other-than-temporary
declines in value on certain securities. Duringftret three months of 2008, net realized investnh@sses in this segment included $11.2
million from the sale of investments (primarily & maturities) and $5.4 million of writedowns doeother-than-temporary declines in value
of certain securities. All such realized investmlesses and writedowns in the first quarter of 2¥#8&ted to investments held by a VIE.

PREMIUM COLLECTIONS

In accordance with GAAP, insurance policy incomeum consolidated statement of operations consfgisemiums earned for traditional
insurance policies that have life contingenciemorbidity features. For annuity and universal Gftracts, premiums collected are not
reported as revenues, but as deposits to insuliafidies. We recognize revenues for these priésloger time in the form of investment
income and surrender or other charges.

Our insurance segments sell products through tmiegary distribution channels -- career agents @amkers Life segment), direct marketing
(our Colonial Penn segment) and independent pradifoar Conseco Insurance Group segment). Our rcagescy force in the Bankers Life
segment sells primarily Medicare supplement and-@mm care insurance policies, Medicare Part Orregts, PFFS contracts, life insurance
and annuities. These agents visit the customen®hwhich permits one-on-one contact with poteqtaicyholders and promotes strong
personal relationships with existing policyholdédsir direct marketing distribution channel in thel@ial Penn segment is engaged prim:
in the sale of "graded benefit life" and simplifisgue life insurance policies which are sold diyeio the policyholder. Our independent
producer distribution channel in the Conseco InsceaGroup segment consists of a general agencinandhnce brokerage distribution
system comprised of independent licensed agentgdnisiness in all fifty states, the District ofl@abia, and certain protectorates of the
United States. Independent producers are a divetseork of independent agents, insurance broketsvarketing organizations. Our
independent producer distribution channel sellarily specified disease and Medicare supplemesurance policies, universal life
insurance and annuities.

Agents, insurance brokers and marketing companiesmarket our products and prospective purchagersrgproducts use the financial
strength ratings of our insurance subsidiariesa@mportant factor in determining whether to marepurchase. Ratings have the most
impact on our annuity, interest-sensitive life irce and long-term care products. The currenhéii@ strength ratings of our primary
insurance subsidiaries from A.M. Best Company (VABest"), S&P and Moody's Investor Services, [fiMoody's") are "B (Fair)", "BB-"
and "Ba2", respectively. For a description of thegangs and additional information on our ratingse "Liquidity for Insurance Operations."

We set premium rates on our health insurance pslisased on facts and circumstances known atntieevie issue the policies using
assumptions about numerous variables, includingtiearial probability of a policyholder incurrimgclaim, the probable size of the claim,
and the interest rate earned on our investmenteshjpms. We also consider historical claims
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information, industry statistics, the rates of oampetitors and other factors. If our actual claemperience is less favorable than we
anticipated and we are unable to raise our premaies, our financial results may be adversely &ftbcdWe generally cannot raise our health
insurance premiums in any state until we obtainaghygroval of the state insurance regulator. Weetgthe adequacy of our premium rates
regularly and file rate increases on our produdtemwe believe such rates are too low. It is likbt we will not be able to obtain approval
for all requested premium rate increases. If sequests are denied in one or more states, ounc@ie may decrease. If such requests are
approved, increased premium rates may reduce fhenecof our new sales and may cause existing padiichers to lapse their policies. If the
healthier policyholders allow their policies to $&p this would reduce our premium income and gbility in the future.

Total premium collections by segment were as folow

Bankers Life (dollars in millions):

Thr ee months ended
March 31,
2009 2008
Premiums collected by product:
Annuities:
Equity-indexed (firSt-y€ar)....cccccoceeeeeee s $73. 1 $132.3
Other fixed (firSt-y@ar).....cccccvvveeeees e 228. 0 95.3
Other fixed (reNeWal).....ccccovcvvvveiecces 1. 0 11
Subtotal - other fixed annuities............ 229. 0 96.4
Total aNNUItIES...ccviiiiccceeeee e 302. 1 228.7
Supplemental health:
Medicare supplement (first-year).............. 19. 7 19.1
Medicare supplement (renewal).... 136. 1 140.8
Subtotal - Medicare supplemMENt.............. . 155. 8 159.9
Long-term care (first-year) 4. 2 11.0
Long-term care (renewal)...................... 141. 7 145.6
Subtotal - [ONG-termM Care......cccccceeeeee e 145. 9 156.6
PDP and PFFS (firSt YEar)...ccccovvceeeeeees e 16. 2 70.4
PDP and PFFS (reneWal)......cccccovvieenneces e 103. 0 46.0
Subtotal - PDP @and PFFS...cccccovviieees e 1109. 2 116.4
Other health (first-year) . . 6 4
Other health (renewal)............ccceeeennes 2. 3 2.2
Subtotal - other health..............ccco.. s 2. 9 2.6
Total supplemental health...........cc.ee. 423. 8 435.5
Life insurance:
FIrSt-Y@aI. .uviiiiie i e 16. 8 18.5
RENEWAL....ooiiiiiiiiiicicicnes e 32. 1 29.5
Total life INSUIANCE......covviiciee e 48. 9 48.0
Collections on insurance products:
Total first-year premium collections on insura nce
PrOQUCES. ...cvviiciiii e e 358. 6 347.0
Total renewal premium collections on insurance
PrOQUCES. ...eviiiciiii e e 416. 2 365.2
Total collections on insurance products..... L $774. 8 $712.2
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Annuities in this segment include equity-indexed ather fixed annuities sold to the senior markedtigh our career agents. Annuity
collections in this segment increased 32 percer#302.1 million, in the first quarter of 2009, @smpared to the same period in 2008.
Premium collections from our equity-indexed produbéclined due to declines in the stock markemRnma collections from our fixed
annuity products increased due to volatility in timancial markets which made these products miractive to customers.

Supplemental health products include Medicare smpht, Medicare Part D contracts, PFFS contramtg-ferm care and other insurance
products distributed through our career agents.pBafits on supplemental health policies depentheroverall level of sales, the length of
time the business remains inforce, investment gjatthims experience and expense management.

Collected premiums on Medicare supplement politidbe Bankers Life segment decreased 2.6 pertefii,55.8 million, in the first quarter
of 2009, as compared to the same period in 2008.

Premiums collected on Bankers Life's laiegm care policies decreased 6.8 percent, to $Im#lion, in the first quarter of 2009, as compa
to the same period in 2008. Such decrease walsutthile to: (i) a long-term care reinsurance agsggrantered into in 2008; and (ii) higher
lapses due to rate increases in recent periods.

Premiums collected on PDP and PFFS business telatgious quotahare reinsurance agreements with Coventry. Eviedfiay 1, 2008 ar
July 1, 2007, we entered into new PFFS quota-siesmeurance agreements with Coventry. In ordeetiuce the required statutory capital
associated with the assumption of group PFFS bssinmge terminated two group policy quota-shareergents as of December 31, 2008 and
will terminate the last agreement on June 30, 2B0&:tuations in first-year and renewal premiunes generally due to the timing of the
contracts we entered into with Coventry.

Life products in this segment are sold primarilyttte senior market through our career agents.friéeniums collected in this segment in the
2009 period was comparable to the same period(8.20

Colonial Penn (dollars in millions)

Thre e months ended
March 31,

Premiums collected by product:

Life insurance:

First-year $8.4
Renewal....... 34.5
Total life INSUFANCE.......ccocvvveee 47.0 42.9
Supplemental health (all of which are renewal premi ums):
Medicare SUPPIEMENT.....cccvviieiiieeeicis e 1.7 2.1
Other health.......ccovviciiicies 2 2
Total supplemental health..........cccceee. 1.9 2.3
Collections on insurance products:
Total first-year premium collections on insura nce
PrOQUCES. ...vvviiciiie e e 9.2 8.4
Total renewal premium collections on insurance
PrOQUCES. ...vvviiciiie e e 39.7 36.8
Total collections on insurance products..... $48.9 $45.2
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Life products in this segment are sold primarilttte senior market. Life premiums collected in #8gment increased 9.6 percent, to $47.0
million, in the first quarter of 2009, comparedhe same period in 2008. Graded benefit life préglsold through our direct response
marketing channel accounted for $44.7 million add.$ million of our total collected premiums in test quarters of 2009 and 2008,
respectively.

Supplemental health products include Medicare smppht and other insurance products. Our profitsupplemental health policies depend
on the overall level of sales, the length of tife business remains inforce, investment yieldgnsl@xperience and expense management.
Premiums collected on these products have decressed do not currently market these products tirdhis segment.

Conseco Insurance Group (dollars in millions):

Thre e months ended
March 31,
2009 2008
Premiums collected by product:
Annuities:
Equity-indexed (firSt-y€ar)....cccccocveeceee $17.7 $38.2
Equity-indexed (renewal)......ccccccceeeees s 1.4 1.8
Subtotal - equity-indexed annuities......... 19.1 40.0
Other fixed (firSt-y@ar).....cccccovvveeees e 1 1.0
Other fixed (reNeWal).....cccocvveevicccs e .3 .6
Subtotal - other fixed annuities............ A4 1.6
Total ANNUItIES...oooviiiiiiiccceeee e 19.5 41.6
Supplemental health:
Medicare supplement (firSt-y@ar)............... 15 2.8
Medicare supplement (renewal).............e.. s 41.3 50.3
Subtotal - Medicare supplement............... 42.8 53.1
Specified disease (firSt-year)...........eee. 10.2 9.4
Specified disease (renewal).......ccccceeeee 82.8 84.8
Subtotal - specified diSEASE.......ccccceeee. 93.0 94.2
Long-term care (all of which is renewal)...... s 8.4 8.8
Other health (all of which is renewal)........ 2.0 2.4
Total supplemental health................... 146.2 158.5
Life insurance:
5 7
63.9 71.2
Total life INSUIANCE.....cccooveivenee e 64.4 71.9
Collections on insurance products:
Total first-year premium collections on insura nce
PrOQUCES. ...evvicciiiii i e 30.0 52.1
Total renewal premium collections on insurance
PrOQUCES. ...evvicciiiii i e 200.1 219.9
Total collections on insurance products..... e $230.1 $272.0
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Annuities in this segment include equity-indexed ather fixed annuities sold through professiondependent producers. Total annuity
premiums collected in this segment totaled $1916aniin the first quarter of 2009, compared to $tnillion in the same period of 2008.

Our equity-indexed annuities have guaranteed mimroash surrender values, but have potentially higkterns based on a percentage of the
change in one of several equity market indicesndueiach year of their term. We purchase optiomieffort to hedge increases to
policyholder benefits resulting from increaseshe indices. Collected premiums for this produciled $19.1 million in the first quarter of
2009, compared to $40.0 million in the same peabA008. Premium collections from our equity-indéy@oducts have declined due to
general declines in the stock market.

Supplemental health products in the Conseco Inser@moup segment include Medicare supplement, fipeciisease, long-term care and
other insurance products distributed through pmifesl independent producers. Our profits on supptdal health policies depend on the
overall level of sales, the length of time the bess remains inforce, investment yields, claim gepee and expense management.

Collected premiums on Medicare supplement policidbe Conseco Insurance Group segment decreasgerdént, to $42.8 million, in the
first quarter of 2009, as compared to the samegdéni 2008. We have experienced lower sales artiehigpses of these products due to
premium rate increases implemented in recent pgaod competition from companies offering Medio&deantage products.

Premiums collected on specified disease produdtseifirst quarter of 2009 were comparable to #Hraes period in 2008.

The long-term care premiums in this segment retat#ocks of business that we no longer marketnolenwrite. As a result, we expect this
segment's long-term care premiums to continue ¢trae reflecting additional policy lapses in theure, partially offset by premium rate
increases.

Life products in the Conseco Insurance Group segarensold through professional independent pragutéfe premiums collected
decreased 10 percent, to $64.4 million, in the fitarter of 2009, compared to the same perio®@82

LIQUIDITY AND CAPITAL RESOURCES

Changes in our consolidated balance sheet betwagch\81, 2009 and December 31, 2008, primarihectfl(i) our net income for the three
months ended March 31, 2009; and (ii) changesearfah value of actively managed fixed maturity ggties.

In accordance with GAAP, we record our actively aged fixed maturity investments, equity securiéied certain other invested assets at
estimated fair value with any unrealized gain @sl¢excluding impairment losses recognized thraaghings), net of tax and related
adjustments, recorded as a component of sharekbédgrity. At March 31, 2009, we decreased theyoagivalue of such investments by $
billion as a result of this fair value adjustment.
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Our capital structure as of March 31, 2009, anddbdwer 31, 2008, was as follows (dollars in millipns

Total capital:
Corporate notes payable........................

Shareholders' equity:
Common StoCK.........cccvvereiriiiieeens
Additional paid-in capital..................

Accumulated other comprehensive loss........

Accumulated deficit............ccccuvnnnns

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

Total capital.............coovevvevnnns

March 31, December 31,
2009 2008
........................ $1,310.5 $1,311. 5
1.9 1. 9
4,105.6 4,104. 0
(1,840.5) (1,770. 7)
(675.8) (705. 2)
........................ 1,591.2 1,630 0
........................ $2,901.7 $2,941 5

The following table summarizes certain financidiasias of and for the three months ended Marcl2@Q9, and as of and for the year ended

December 31, 2008:

Book value per common share.............cccoccue.
Book value per common share, excluding accumulated
income (10SS) (8)..veeevvvveeeiveeaiiireains

Ratio of earnings to fixed charges.................

Debt to total capital ratios:
Corporate debt to total capital (b).............
Corporate debt to total capital, excluding accum
income (10SS) (2)....veevvvveeeiirieaiinnn.

(@) This non-GAAP measure differs from the corr
presented immediately above, because accumu
income (loss) has been excluded from the va
determine this measure. Management believes
useful because it removes the volatility th
accumulated other comprehensive income (los
caused by changes in the estimated fair val
portfolio resulting from changes in general
than the business decisions made by managem
does not replace the corresponding GAAP mea

(b) Such ratio differs from the debt to total c
by our Second Amended Credit Facility, prim
agreement ratio excludes accumulated other
from total capital.

March 31, December 31,
2009 2008

........................................... $8. 61 $8.82
other comprehensive
........................................... 18. 57 18.41
........................................... 1. 39X 1.01X
........................................... 4 5% 45%
ulated other comprehensive
........................................... 2 8% 28%

esponding GAAP measure
lated other comprehensive
lue of capital used to

this non-GAAP measure is
at arises from changes in
s). Such volatility is often
ue of our investment
market interest rates rather
ent. However, this measure
sure.

apitalization ratio required

arily because the credit
comprehensive income (loss)
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Liquidity for insurance operations

Our insurance companies generally receive adegaateflows from premium collections and investnirobme to meet their obligations.
Life insurance and annuity liabilities are gensrédingterm in nature. Policyholders may, however, withdfands or surrender their policii
subject to any applicable penalty provisions. Wekge balance the duration of our invested asskitsthie estimated duration of benefit
payments arising from contract liabilities.

One of the Company's insurance subsidiaries (Consiég) is a member of the FHLBI. As a member af ##HLBI, Conseco Life has the
ability to borrow on a collateralized basis fromEB1. Conseco Life is required to hold a certain iminm amount of FHLBI common stock
as a requirement of membership in the FHLBI, arditemhal amounts based on the amount of collatezdlborrowings. At March 31, 2009,
the carrying value of the FHLBI common stock wag.$2million. Collateralized borrowings totaled $4&@nillion as of March 31, 2009, and
the proceeds were used to purchase fixed matugityrgies. The borrowings are classified as invesinborrowings in the accompanying
consolidated balance sheet. The borrowings arateadllized by investments with an estimated falueraf $535.5 million at March 31, 2009,
which are maintained in a custodial account forltaeefit of the FHLBI. The following summarizes tieems of the borrowings (dollars in
millions):

Amount Maturity Interest rate

borrowed date at March 31, 2009

$54.0 May 2012 Var iable rate - 1.251%
37.0 July 2012 Fix ed rate - 5.540%
13.0 July 2012 Var iable rate - 1.414%
146.0 November 2015 Fix ed rate - 5.300%
100.0 November 2015 Fix ed rate - 4.890%
100.0 December 2015 Fix ed rate - 4.710%

State laws generally give state insurance reguylagencies broad authority to protect policyholderheir jurisdictions. Regulators have
used this authority in the past to restrict thditghdf our insurance subsidiaries to pay any dérids or other amounts without prior approval.
We cannot be assured that the regulators will @ek $o assert greater supervision and control owemsurance subsidiaries' businesses and
financial affairs.

Financial Strength Ratings of our Insurance Subsidiries

Financial strength ratings provided by A.M. BesPSand Moody's are the rating agency's opiniorthefability of our insurance subsidiaries
to repay policyholder claims and obligations whee.d

On March 4, 2009, A.M. Best downgraded the finansti@ngth ratings of our primary insurance sulasids to "B" from "B+" and such
ratings have been placed under review with negatiypdications. The "B" rating is assigned to comiparthat have a fair ability, in A.M.
Best's opinion, to meet their current obligatiampolicyholders, but are financially vulnerableaidverse changes in underwriting and
economic conditions. A.M. Best ratings for the istty currently range from "A++ (Superior)" to "F(Liquidation)" and some companies
not rated. An "A++" rating indicates a superiorliépito meet ongoing obligations to policyholdefsM. Best has sixteen possible ratings.
There are six ratings above our "B" rating and matangs that are below our rating.

On February 26, 2009, S&P downgraded the finarstiahgth ratings of our primary insurance subsiegato "BB-" from "BB+" and the
outlook remained negative for our primary insurasgbsidiaries. On March 2, 2009, S&P placed therfimal strength ratings of our primary
insurance subsidiaries on credit watch with negaitivplications. A rating on credit watch with nagatimplications highlights the potential
direction of a rating focusing on identifiable et&eand short-term trends that cause ratings tdame@ under special surveillance by S&P. A
"negative" designation means that a rating maybeited. S&P financial strength ratings range frégvdA" to "R" and some companies are
not rated. Rating categories from "BB" to "CCC" alassified as "vulnerable”, and pluses and mingkesv the relative standing within a
category. In S&P's view, an insurer rated "BB" harginal financial security characteristics anti@ligh positive attributes exist, adverse
business conditions could lead to an insufficidnility to meet financial commitments. S&P has tweohe possible ratings. There are twelve
ratings above our "BB-" rating and eight ratingattare below our rating.
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On March 3, 2009, Moody's downgraded the finansti@ngth ratings of our primary insurance subsiei&ato "Ba2" from "Bal" and the
outlook remained negative for our primary insurasgbsidiaries. Moody's financial strength ratingsge from "Aaa" to "C". Rating
categories from "Aaa" to "Baa" are classified asci8e" by Moody's and rating categories from "Ba"G" are considered "vulnerable" and
these ratings may be supplemented with numbers21"pr "3" to show relative standing within a egory. In Moody's view, an insurer rai
"Ba2" offers questionable financial security anftiei, the ability of these companies to meet pdiadgiers obligations may be very moderate
and thereby not well safeguarded in the future. i§tmhas twenty-one possible ratings. There arepleatings above our "Ba2" rating and
nine ratings that are below our rating.

Liquidity of the Holding Companies

We have significant indebtedness which will reqaiver $165 million in cash to service in the nextlive months (including the additional
interest expense required after the modificatioaunSecond Amended Credit Facility described @ribte to the consolidated financial
statements entitled "Notes Payable - Direct Cotgo@bligations"). Pursuant to our Second AmendestiCFacility, we must maintain

certain financial ratios. The levels of margin begéw the financial covenant requirements and oanfifal status, both at March 31, 2009, and
the projected levels for the next twelve monthe,refatively small and a failure to satisfy anyoaf financial covenants at the end of a fiscal
quarter would trigger a default under our SeconceAded Credit Facility. Achievement of our operaftans is a critical factor in having
sufficient income and liquidity to meet our debivéee requirements for the next twelve months atietoholding company obligations and
failure to do so would have material adverse comseces for the Company. These items are discusstbeif below.

As described below, we completed an amendmentrt&econd Amended Credit Facility, which provides éamong other things: (i)
additional margins between our current financiafust and certain financial covenant requirememtautth June 30, 2010; (ii) higher interest
rates and the payment of a fee; (iii) new restitdion the ability of the Company to incur additibmdebtedness; and

(iv) the ability of the lender to appoint a finaalcadvisor at the Company's expense.

At March 31, 2009, CNO, CDOC (our wholly owned sdizay and a guarantor under the Second Amendedit@acility) and our other non-
insurance subsidiaries held unrestricted cash @ 8lmillion. Subsequent to March 31, 2009, we icef&5 million borrowed under the
revolving credit facility maturing on June 22, 20@NO and CDOC are holding companies with no bissimperations of their own; they
depend on their operating subsidiaries for caghake principal and interest payments on debt, apdy administrative expenses and inc
taxes. CNO and CDOC receive cash from insurancsidiabies, consisting of dividends and distribusipimterest payments on surplus
debentures and tax-sharing payments, as well &sficaa non-insurance subsidiaries consisting ofddinds, distributions, loans and
advances. The principal non-insurance subsidighegsprovide cash to CNO and CDOC are 40|86 Adsjdoc. ("40|86 Advisors"), which
receives fees from the insurance subsidiariesfagrstment services, and Conseco Services, LLC whkiokives fees from the insurance
subsidiaries for providing administrative servicEse agreements between our insurance subsidaré€onseco Services, LLC and 40|86
Advisors, respectively, were previously approvedhsdomestic insurance regulator for each inswanmpany, and any payments
thereunder do not require further regulatory apatov

A deterioration in the financial condition, earnsngr cash flow of the material subsidiaries of COGCDOC for any reason could hinder si
subsidiaries' ability to pay cash dividends or otfisbursements to CNO and/or CDOC, which, in twauld limit Conseco's ability to meet
debt service requirements and satisfy other fir@rmdligations. In addition, we may choose to retapital in our insurance subsidiaries or to
contribute additional capital to our insurance @iibsies to strengthen their surplus, and thesésb#ts could limit the amount available at

top tier insurance subsidiaries to pay dividendghéoholding companies. In the past, we have magiat contributions to our insurance
subsidiaries to meet debt covenants and minimuritadagvels required by certain regulators and ipossible we will be required to do so in
the future. We currently do not expect that contiitms to our insurance subsidiaries will be reggiiin 2009. If contributions were required,
our holding companies would have limited availatdgital for such contributions.
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The following summarizes the legal ownership stitef Conseco's primary subsidiaries at March2809:
[OBJECT OMITTED] [GRAPHIC OMITTED]

The ability of our insurance subsidiaries to payidBnds is subject to state insurance departmeuntatons and is based on the financial
statements of our insurance subsidiaries preparaddordance with statutory accounting practicesgribed or permitted by regulatory
authorities, which differ from GAAP. These regutets generally permit dividends to be paid fromwtat earned surplus of the insurance
company for any 12-month period in amounts equétéogreater of (or in a few states, the lesser(®fytatutory net gain from operations or
net income for the prior year; or (ii) 10 percefstatutory capital and surplus as of the end efftteceding year (excluded from this
calculation would be the $61.9 million of additibsarplus recognized due to the approval of a pigeghpractice by insurance regulators
related to certain deferred tax assets as furtbeertbed below in this section discussing actioadave taken to improve our capitalization
and ratios). These types of dividends are refawexs "ordinary dividends". Any dividends in exce$shese levels require the approval of
director or commissioner of the applicable stageiiance department. These types of dividends &eged to as "extraordinary dividends".
Each of the direct insurance subsidiaries of CD@€ regative earned surplus at March 31, 2009 asmauaed below (dollars in millions):

Earned
surplus
Subsidiary of CDOC (deficit)(a) Additional inform ation
Conseco Life of Texas $(1,238.1) (b)
Washington National (1,112.0) (c)
Conseco Health (15.6) (d)

(a) As calculated pursuant to the state insuran
company's domiciliary state.
(b) During 2008, Conseco Life of Texas transfer

Health, Washington National and Conseco Hea
this transaction, the $1,574.7 million of a

of Conseco Life of Texas' former subsidiari

Life of Texas, reducing its earned surplus
December 31, 2008, pursuant to the manner e
under the regulations of the Texas Departme

(c) Pursuant to the regulations of the lllinois

accumulated earnings and losses of Washingt
are reflected in the earned surplus of Wash
Life, a subsidiary of Washington National,
excess of $265 million during the three yea
related to litigation regarding a change ma
manner cost of insurance charges are calcul
insurance policies. In addition, significan
made from Washington National and its subsi
have increased its earned deficit, includin
significant reductions in the business of W
subsidiaries pursuant to a reinsurance tran

(d) Based on our business plan, Conseco Health

ordinary dividends.

ce department of each

red the ownership of Senior
Ith to CDOC. As a result of
ccumulated unrealized losses
es were realized by Conseco
to $(1,206.4) million at

arned surplus is calculated

nt of Insurance.

Division of Insurance, the

on National's subsidiaries
ington National. Conseco
incurred aggregate costs in
rs ended December 31, 2007
de in 2003 and 2004 in the
ated for certain life

t dividend payments have been
diaries in the past which

g payments made following
ashington National and its
saction completed in 2007.

is not expected to pay any
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As described above, any current dividend paymenota the subsidiaries of CDOC would be considerdthexrdinary dividends and therefore
require the approval of the director or commissiarfahe applicable state insurance departmentinguhe next twelve months, we are
expecting our insurance subsidiaries to pay apprately $80.0 million of extraordinary dividends@®OC ($25.0 million of which has been
approved by the Texas Department of Insurance aithip April 2009 and $55.0 million of which is exqted to be approved by the Texas
Department of Insurance and paid later in 2009ianlke first quarter of 2010). In addition, we &sgecting Conseco Life of Texas to pay
interest on surplus debentures of $46.1 millioro(®Imillion of which has been approved by the TeRapartment of Insurance and $35.4
million of which is expected to be approved by Tiexas Department of Insurance and paid later i®20@l in the first quarter of 2010).
Although we believe the dividends and surplus dalrerinterest payments we are expecting to paynd009 and in the first quarter of 2(
are consistent with payments that have been apgroyénsurance regulators in prior years, therebmno assurance that such payments will
be approved or that the financial condition of msurance subsidiaries will not change, makingrieiapprovals less likely. Dividends and
other payments from our non-insurance subsidiainejding 40|86 Advisors and Conseco Services, iolCNO or CDOC do not require
approval by any regulatory authority or other tipaity. However, insurance regulators may prolghitments by our insurance subsidiaries
to parent companies if they determine that suchmgays could be adverse to our policyholders orreattiolders.

The insurance subsidiaries of CDOC receive fungsaodividends from: (i) the earnings of their dirbusinesses; (ii) tax sharing payments
received from subsidiaries (if applicable); ang @lividends received from subsidiaries (if applitg. At March 31, 2009, these subsidiaries
had negative earned surplus as summarized beldiargm millions):

Earned
surplus
Subsidiary of CDOC (deficit)(a) Additional inform ation
Subsidiaries of Conseco Life of Te xas:
Bankers Life and Casualty Compa ny $(33.1) (b)
Colonial Penn (218.5) (c)
Subsidiaries of Washington Nationa :
Conseco Insurance Company (.1) (d)
Conseco Life (348.6) (e)

(a) As calculated pursuant to the state insuran
company's domiciliary state.
(b) Based on our 2009 business plan, Bankers Li

ce department of each

fe and Casualty Company's

earnings during 2009 are expected to result
later in the year, enabling it to pay ordin
dividend payments would be limited to the |
percent of Bankers Life and Casualty Compan
surplus balance at December 31, 2008) or it
balance.

(c) For tax planning purposes, Colonial Penn pa

$150 million during 2006. In addition, Colo
debenture to CDOC in exchange for $160 mill
dividend payment reduced Colonial Penn's ea
(even though total capital and surplus incr

the issuance of the surplus debenture). In
recaptured a block of traditional life busi
unaffiliated insurer in 2002. The Company's
by $63 million as a result of the fee paid

(d) Based on our 2009 business plan, Conseco In

earnings are expected to increase later in
ordinary dividends. Such ordinary dividend

the lesser of $18.7 million (Conseco Insura
income for the year ended December 31, 2008
surplus balance.

in a positive earned surplus
ary dividends. Such ordinary
esser of $57.8 million (10
y's statutory capital and

s positive earned surplus

id dividends to its parent of
nial Penn issued a surplus
ion of cash. The 2006

rned surplus by $150 million
eased by $10 million after
2007, Colonial Penn

ness previously ceded to an
earned surplus was reduced
to recapture this business.
surance Company's 2009
the year enabling it to pay
payments would be limited to
nce Company's statutory net
) or its positive earned

(e) We have no plans for Conseco Life to pay di vidends to Washington
National at any time in the foreseeable fut ure.

In assessing Conseco's current financial positimhagperating plans for the future, management rsagéficant judgments and estimates \
respect to the potential financial and liquiditjeets of Conseco's risks and uncertainties, inoigidhut not limited to:

o the approval of dividend payments and surplugdele interest payments from our insurance sudriédi by the director or commissioner
of the applicable state insurance departments;
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o the potential adverse effects on Conseco's kesiserom recent downgrades or further downgrageating agencies;
o our ability to achieve our operating plan;

o the potential for continued declines in the barminmercial mortgage loan and equity markets aagttential for further significant
recognition of other-than-temporary impairments;

o the potential need to provide additional cagidadur insurance subsidiaries;
o our ability to continue to achieve compliancehwiur loan covenants and the financial ratios veeraquired to maintain;
o the potential loss of key personnel that couldamour ability to achieve our operating plan;

o the potential impact of an ownership change de@ease in our operating earnings on the valuatiowance related to our deferred tax
assets; and

o the potential impact on certain of Conseco'sranste subsidiaries if regulators do not allow usdntinue to recognize certain deferred tax
assets pursuant to permitted statutory accountiacfipes.

74



CONSECO, INC. AND SUBSIDIARIES

The following summarizes the projected sourcesus®sd of cash of CDOC and CNO during the twelve hoahded March 31, 2010 (dollars
in millions):

Fr om our operations From surplus From
or approved dividends debenture interest extraord inary
and surplus debenture payments requiring  dividen ds
i nterest payments future approval requiring a pproval Total

Sources of holding company cash:
Dividends from our insurance subsidiaries:
Conseco Life of Texas........cceveeeneanne $25.0 $ - $ 40.0 $65.0

Washington National... - - 5.0 5.0

Conseco Health.............. - - 10.0 10.0
Surplus debenture interest..................... 10.7 354 - 46.1
Administrative services and investment

management fees........ccccovvervneennnnen, 57.5 - - 57.5
Investment recovery........coccccvevivnenees 5.9 - - 5.9

Total sources of cash expected to be available

to service our debt and other obligations.. 99.1 354 55.0 189.5
Uses of holding company cash:

Debt service obligations of CNO and CDOC:
Estimated interest payments (b)................ 73.3 - - 73.3
Scheduled principal payments under

our secured credit agreement................. 8.8 - - 8.8
Repayment of amounts borrowed under

revolving credit facility maturing

on June 22, 2009.........cccceveveeneninns 55.0 - - 55.0
Repayment of intercompany loan 3.5 - - 3.5
Fees and expenses to amend the Credit Facility. 3 - - 3
Scheduled principal payment under the

Senior Note payable to Senior Health......... 25.0 - - 25.0
Corporate expense and other................... 314 - - 31.4

Total expected uses of cash................. 197.3 - - 197.3
Net expected increase (decrease) in cash....... (98.2) $35.4 $ 55.0 (7.8)
Cash balance, beginning of period (a).......... 104.3 104.3
Expected cash balance, end of period (a)....... $ 6.1 $96.5
(a) Includes cash balances of our other non-ins urance subsidiaries, which

are available to CDOC or CNO.
(b) Includes additional interest expense requir ed after the modification to
our Second Amended Credit Facility on March 30, 2009, as further

described below.

If an insurance company subsidiary were to be digted, that liquidation would be conducted follogvthe insurance law of its state of
domicile with such state's insurance regulatohas¢ceiver for such insurer's property and businesthe event of a default on our debt or
our insolvency, liquidation or other reorganizationr creditors and stockholders would have notrigiproceed against the assets of our
insurance subsidiaries or to cause their liquidatinder federal and state bankruptcy laws.

In connection with the Transfer further discussethe note to the consolidated financial statementi$led "Transfer of Senior Health
Insurance Company of Pennsylvania to an Indepenttest”, the Company issued a $125.0 million Sehiote due November 12, 2013
payable to Senior Health. The Senior Note has eréent interest rate; and requires annual pringpginents of $25.0 million. Such amounts
are expected to be funded by the Company's opgratiivities.
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Conseco agreed that it would not pay cash dividendss common stock while any portion of the SeiNote remained outstanding.

The Second Amended Credit Facility includes an@8&dillion revolving credit facility that can be ubér general corporate purposes and

will mature on June 22, 2009. In October 2008,Goenpany borrowed $75.0 million under the revolvangdit facility. The Company also
requested borrowings of $5.0 million which were fustded. In December 2008, we repaid $20.0 mildbthe revolving facility and reduced
the maximum amount available under the revolvirgiifs to $60.0 million. At March 31, 2009, thereaw $55.0 million outstanding under-
revolving facility (which was repaid in full in Apr2009). The Company pays a commitment fee equd@ percent of the unused portion of
the revolving credit facility on an annualized Izadihe revolving credit facility bears interest&@®n either a Eurodollar rate or a base rate ir
the same manner as the balance of the Second Aché€rddit Facility.

During the first three months of 2009, we madeledaled principal payment totaling $2.2 millionamr Second Amended Credit Facility.
Also, during the first three months of 2009, we madmandatory prepayment of $1.2 million basecherGompany's excess cash flows at
December 31, 2008, as defined in the Second Ame@dedit Facility. The scheduled repayment of ouedi corporate obligations (includi
payments required under the Second Amended Cradilitl, (including the revolving credit facilityjhe Senior Note and the Debentures) is
as follows (dollars in millions):

Remainder of 2009........ccccceeeveeeee. L $ 86.6 (a)
2010 326.8 (b)
2010 i 337
2012, 33.8
2013 845.5
$1,326.4
(a) This amount includes $55.0 million which wa s outstanding at March 31,
2009, under the revolving facility portion of our Second Amended Credit
Facility. Such amount was repaid in full in April 2009.
(b) Holders of our Debentures have the right to require the Company to
repurchase their Debentures for cash on Sep tember 30, 2010. This amount
assumes that all holders of our Debentures exercise that right.

Pursuant to our Second Amended Credit Facilityagieed to a number of covenants and other prowhmat restrict our ability to borrow
money and pursue some operating activities witttoeiprior consent of the lenders. We also agreedeet or maintain various financial
ratios and balances. Our ability to meet thesenfirzd tests and maintain ratings may be affectedvsnts beyond our control. The Second
Amended Credit Facility prohibits or restricts, armgather things: (i) the payment of cash divideod®ur common stock; (ii) the repurchase
of our common stock; (iii) the issuance of addidibdebt or capital stock; (iv) liens; (v) certaissat dispositions; (vi) affiliate transactions;
(vii) certain investment activities; (viii) changebusiness; and (ix) prepayment of indebtednetbe(dhan the Second Amended Credit
Facility). The Second Amended Credit Facility alsquires that the Company's annual audited coraelidfinancial statements be
accompanied by an opinion, from a nationally-redpegh independent public accounting firm, statingt tfuch audited consolidated financial
statements present fairly, in all material respebis financial position and results of operatiohthe Company in conformity with GAAP for
the periods indicated. Such opinion shall not idelan explanatory paragraph regarding the Compahiliy to continue as a going concern
or similar qualification. Although we were in corigsice with the provisions of the Second AmendediiCfeacility as of March 31, 2009,
these provisions represent significant restrictiomshe manner in which we may operate our businkes® default under any of these
provisions, the lenders could declare all outstagdiorrowings, accrued interest and fees to beaddegpayable. If that were to occur, no
assurance can be given that we would have suffitmaridity to repay our bank indebtedness in fullany of our other debts.

Pursuant to the Second Amended Credit Facilitypiag as the debt to total capitalization ratiodafined in the Second Amended Credit
Facility) is greater than 20 percent or certaiuragsce subsidiaries (as defined in the Second Artdedit Facility) have financial strength
ratings of less than A- from A.M. Best, the Compayequired to make mandatory prepayments witbradl portion of the proceeds from the
following transactions or events including: (i) flssuance of certain indebtedness; (ii) certaintgdggsuances; (iii) certain asset sales or
casualty events; and (iv) excess cash flows aselin the Second Amended Credit Facility (the Stsch payment, of $1.2 million, was paid
in March 2009). The Company may make optional pyepts at any time in minimum amounts of $3.0 willor any multiple of $1.0

million in excess thereof.
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Under our Second Amended Credit Facility, we hayeed to a number of covenants and other provishatsestrict our ability to engage in
various financing transactions and pursue certp@rating activities without the prior consent of tenders.

The following summarizes the financial ratios antbants that we are required to meet or maintaireundr Second Amended Credit Faci
as of March 31, 2009:

Covenant under t he
Second Amended Marg in for
Credit Facility as Balance or adverse dev elopment from
amended on ratio as of March 31, 2009
March 30, 2009 March 31, 2009 le vels
Aggregate risk-based
capital ratio........... Greater than or equ al to 230% Reduction to statutory capital
200% from March 31, 2009 and surplus of approximately
through June 30, 20 10 and $169 million , Or an increase
thereafter, greater than 250% to the risk- based capital of
(the same ratio req uired by approximatel y $85 million.
the facility prior to the
amendment).
Combined statutory
capital and surplus..... Greater than $1,100 million $1,301 Reduction to combined
from March 31, 2009 through statutory ca pital and surplus
June 30, 2010 and t hereatfter, of approxima tely $201 million.
$1,270 million (the same amount
required by the fac ility prior
to the amendment).
Debt to total capitalization
ratio.......coeeveene Not more than 32.5% from 27.9% Reduction to shareholders'
March 31, 2009 thro ugh equity of ap proximately $672
June 30, 2010 and t hereafter, million or a dditional debt of
not more than 30% ( the same $324 million
ratio required by t he facility
prior to the amendm ent).
Interest coverage ratio..... Greater than or equ al to 1.50 3.07t01 Reduction in cash flows to
to 1 for rolling fo ur quarters the holding company of
from March 31, 2009 through approximatel y $80 million.
June 30, 2010 and t hereatter,
2.00 to 1 (the same ratio
required by the fac ility prior

to the amendment).

These covenants place significant restrictionshemtanner in which we may operate our busines®andbility to meet these financial
covenants may be affected by events beyond ouralofftwe default under any of these covenants,lémders could declare all outstanding
borrowings, accrued interest and fees to be imneglidue and payable. If the lenders under our B@éamended Credit Facility would elect
to accelerate the amounts due, the holders of ebebBtures and Senior Note could elect to take airadtion with respect to those debts. If
that were to occur, we would not have sufficiequidity to repay our indebtedness.
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Pursuant to its amended terms, the applicableasteate on the Second Amended Credit Facilitygthas either a Eurodollar or base rate)
has increased. The Eurodollar rate is now equalRBOR plus 4 percent with a minimum LIBOR rate ob2ercent (such rate was previously
LIBOR plus 2 percent with no minimum rate). Thedaate is now equal to 2.5 percent plus the greditér) the Federal funds rate plus .50
percent; or (i) Bank of America's prime rate. tidéion, the amended agreement requires the Comipapgy a fee equal to 1 percent of the
outstanding principal balance under the Second Al®e@iCredit Facility, which fee will be added to irincipal balance outstanding and will
be payable at the maturity of the facility. Thipdrcent fee will be reported as non-cash intergstese.

The modifications to the Second Amended Creditlfgeilso place new restrictions on the abilitytoé Company to incur additional
indebtedness. The amendment: (i) deleted the poovibat allowed the Company to borrow up to anitamthl $330 million under the Seco
Amended Credit Facility (the lenders under thelifigdhaving had no obligation to lend any amountienthat provision); (ii) reduced the
amount of secured indebtedness that the Companycanfrom $75 million to $2.5 million; and (iil)mited the ability of the Company to
incur additional unsecured indebtedness, except@sded below, to $25 million, and eliminated tiv@vision that would have allowed the
Company to incur additional unsecured indebtedteetise extent that principal payments were madexisting unsecured indebtedness.

The Company is permitted to issue unsecured indabss that is used solely to pay the holders obgtgentures, provided that such
indebtedness shall: (i) have a maturity date thabiearlier than October 10, 2014; (ii) contaimertants and events of default that are no
more restrictive than those in the Second AmendediCFacility; (iii) not amortize; and (iv) not faa a put date or otherwise be callable prior
to April 10, 2014, and provided further that thecamt of cash interest payable annually on any mswance of such indebtedness, together
with the cash interest payable on the outstandieigetures, shall not exceed twice the amount &f icéisrest currently payable on the
outstanding Debentures.

The amendment prohibits the Company from redeemimmurchasing the Debentures with cash from sowtlesr than those described in the
previous paragraph. As a result, without a furdmeendment of the Second Amended Credit Facility waiver from the lenders, the
Company will not be able to make any payments échibiders of the Debentures on September 30, 2GHifhing the holders of the
Debentures elect to exercise their right to reqgtieeCompany to repurchase their Debentures fdr caghat date). The amendment permits
the Company to amend, modify or refinance the Delyen so long as such new indebtedness complibghetrestrictions set forth in the
previous paragraph.

In addition, pursuant to the terms of the amendsat dgreement, the agent (acting on behalf ofehédrs) has the right to appoint a financial
advisor at the Company's expense to, among othmysthreview financial projections and other fin@hinformation prepared by or on behalf
of the Company, perform valuations of the asseth@Company and take other actions as are cusyarnaeasonable for an advisor actiny
such capacity. The agent has recently informedhaisthey have appointed a financial advisor.

Pursuant to GAAP, the amendment to the Second Aetk@dedit Facility is required to be accountedifoaiccordance with SFAS 15.
Accordingly, the effects of the modifications wiké accounted for prospectively from March 31, 2@0®| we will not change the carrying
amount of the Second Amended Credit Facility assalt of the modifications. However, the $9.5 roifliof fees incurred in conjunction with
the modifications of the facility were expensedha first quarter of 2009.

Our life insurance subsidiaries are subject to-baked capital requirements. As described aboveSecond Amended Credit Facility
contains certain financial covenants which are th@seour aggregate risk-based capital. The reagmegedented economic and market
conditions have both reduced the statutory capftalir insurance subsidiaries and increased tkebased capital requirements of our
insurance subsidiaries as further discussed below:

o We have incurred realized investment losses mnebtment valuation adjustments that reduced dapithsurplus. For example, during the
first quarter of 2009, we incurred net capital &sand recognized changes in unrealized losséatiuta@y capital pursuant to statutory
accounting practices of approximately $81 millidhese losses resulted in a reduction to our agtgegk-based capital ratio of 14
percentage points.

o We have had adverse experience related to cexdaimercial mortgage loans which has resulted iimamase to our aggregate required
risk-based capital. In the second quarter of 2@@8began foreclosure proceedings on two delinqo@mimercial mortgage loans. Pursuant to
statutory rules and regulations which are followed
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determine the amount of required risised capital, our insurance subsidiaries arenedjto apply a "mortgage experience adjustmenorfa
to the entire portfolio of commercial mortgage Isdrased, in large part, on a comparison of ourultedad loss experience to the aggregate
industry default and loss experience. The calautai extremely sensitive to slight variations ur experience. For example, during the first
quarter of 2009, our minimum aggregate requiredbesed capital increased by approximately $17onillue to these requirements. The
establishment of additional required risk-basedtahpelated to the mortgage experience adjustrfaatbr resulted in a reduction to the
aggregate risk-based capital ratio of 6 percenpaggs in the first quarter of 2009.

o Certain of our fixed maturity investments haverbsubject to downgrades by nationally recognizetistical rating organizations, which
have resulted in an increase to our aggregaterssfjtisk-based capital. Pursuant to statutory rafesregulations which are followed to
determine the amount of required risk-based camitalinsurance subsidiaries are required to afggitprs to the carrying value of their fixed
maturity investments which increase required riakdal capital based on current ratings of natiomattpgnized statistical rating
organizations. Significant ratings downgrades iasesthese capital requirements. For example, dtmmfrst quarter of 2009 our required
aggregate risk-based capital increased by appreeiynd21 million as a result of downgrades of dertsf our fixed maturity investments.
These downgrades resulted in a reduction to theeggte risk-based capital ratio of 7 percentagetpoi

We continue to take capital management actionsipmave our capitalization and ratios and/or to ioverour liquidity. In addition, our
insurance subsidiaries have generated statutomatipg income, excluding capital losses. Duringfitet quarter of 2009, our insurance
subsidiaries recognized a net operating gain of$88llion (excluding capital losses). This gaisuted in an increase to our aggregated risk-
based capital ratio of 7 percentage points.

The Company's management believes there are augliigtions that may be taken in 2009 to improeecdipitalization and aggregate risked-
based capital ratio including, but not limited e tsale of certain securities in our portfolio amdry into additional reinsurance arrangements.
Such additional actions that may be taken in theréuare not reflected in our current 2009 opegagilan or the projected sources and uses of
cash summarized above. There can be no assuratiti actions can be completed on acceptables @rthat the completion of any such
actions would not result in other adverse effeathsas the reduction of future profitability of tBempany.

Our financial condition and ratings, the degreewfleverage, the current credit market conditiang the restrictions in our Second Amen
Credit Facility present issues which could haveamal adverse consequences to us, including thexmig: (i) the Second Amended Credit
Facility places severe limitations on our abilibymhake principal payments to the holders of thedbélres and without an amendment of our
Second Amended Credit Facility (or the consenheflenders) or a modification of our obligationslenthe Debentures, we would be in
default of our obligations to the holders of thebBetures should they exercise their right to regjtie Company to repurchase their
Debentures for cash on September 30, 2010, (iipbility to obtain additional financing is limitegiii) all of our projected cash flow from tt
operations of our holding companies will be reqiiite be used for the payment of interest expendeencipal repayment obligations; (iv)
the ability of our holding companies to receivelcds/idends and surplus debenture interest paynfemtsour insurance subsidiaries is
subject to regulatory approval; (v) any new finawgcor any refinancing or modifications of our cunrendebtedness will likely be available
only at interest rates that are significantly higthen we are currently paying; and (vi) our apitih compete in certain markets and to sell
certain products is severely limited by our curfémancial condition and ratings.

The current uncertainty or volatility in the finaacmarkets has reduced our ability to obtain nmaricing on favorable terms, and eliminated
our ability to access certain markets at all. Aeslt, we do not believe we will be able to replacr current revolving credit facility when it
matures on June 22, 2009, or if a replacementasadle it would likely have unattractive terms.dddition, if we would violate any loan
covenants or financial ratios under our Second AdedrCredit Facility, the cost of a waiver or mochfiion would likely be unattractive, or
may not be possible at all.

On March 4, 2009, A.M. Best downgraded the finansti@ngth ratings of our primary insurance sulasids to "B" from "B+" and such
ratings have been placed under review with negatipdications. On March 3, 2009, Moody's downgratteslfinancial strength ratings of ¢
primary insurance subsidiaries to "Ba2" from "Baht the outlook remained negative for our primasurance subsidiaries. On February
2009, S&P downgraded the financial strength ratfgsur primary insurance subsidiaries to "BB-"nfréBB+" and the outlook remained
negative for our primary insurance subsidiaries.
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In light of the difficulties experienced recently many financial institutions, including insuranm@mpanies, rating agencies have increased
the frequency and scope of their credit reviewsragdested additional information from the compsautiat they rate, including us. They may
also adjust upward the capital and other requirésnemployed in the rating agency models for maiemer of certain ratings levels. We
cannot predict what actions rating agencies mag, takwhat actions we may take in response.

Accordingly, further downgrades and outlook revisigelated to us or the life insurance industry wasur in the future at any time and
without notice by any rating agency. These coutdéase policy surrenders and withdrawals, adveedédyt relationships with our
distribution channels, reduce new sales, reducealoility to borrow and increase our future borrogvosts.

We believe that the existing cash available to Ch@,cash flows to be generated from operationgtamdther transactions summarized
above will be sufficient to allow us to meet oubtlebligations through the next twelve months. @ash flow may be affected by a variety of
factors, many of which are outside of our contitjuding insurance regulatory issues, competitfmancial markets and other general
business conditions. We cannot provide assuraratevd will possess sufficient income and liquiditymeet all of our debt service
requirements and other holding company obligations.

Our principal repayments and other debt servicairements in 2010 currently exceed the cash flaxpeeted to be available from our
subsidiaries. We have the following debt repaynodtigations in 2010 (dollars in millions):

3.50% convertible debentures.................. $293.0

Secured credit agreement...................... 8.8

6% Senior NOte........cccvvvveveeveeeeeeennnn. 25.0
$326.8

We are continuing to explore various alternativeaddress our 2010 debt service requirements,dmgyuwithout limitation, financing
transactions, reinsurance transactions, asset s@Basactions to improve statutory capital and detdification. Failure to generate sufficient
cash to meet our debt obligations in 2010 coulcehaaterial adverse consequences on the Company.

80



CONSECO, INC. AND SUBSIDIARIES
INVESTMENTS

At March 31, 2009, the amortized cost, gross uimedlgains and losses and estimated fair valuetofedy managed fixed maturities and
equity securities were as follows (dollars in roitis):

Gross Gross  Estimated
Amortized unrealized unr ealized fair
cost gains | osses value
Investment grade (a):
Corporate SeCUritieS......cccoceevveevveeeees e $12,271.5 $29.9 31 ,925.7) $10,375.7
United States Treasury securities and obligation s of
United States government corporations and agen cies........... 398.3 8.6 (1.1) 405.8
States and political subdivisions............... 449.0 15 (58.3) 392.2
Debt securities issued by foreign governments... 4.8 A (.6) 4.3
Asset-backed securities...........cccceveerne 263.6 - (73.7) 189.9
Collateralized debt obligations................. 120.4 - (23.3) 97.1
Commercial mortgage-backed securities........... . . 835.4 - (262.6) 572.8
Mortgage pass-through securities................ 71.3 2.2 (.1) 73.4
Collateralized mortgage obligations............. 1,927.6 355 (233.3) 1,729.8
Total investment grade actively managed fixe d
MAtUMtIES.coovivievciccievcieeeee e, 16,341.9 778 (2 ,578.7) 13,841.0
Below-investment grade:
Corporate SeCUrtieS.....ccccovvvveevceeeeeees e 1,682.6 A (404.2) 1,278.5
States and political subdivisions............... 4.8 - (1.6) 3.2
Debt securities issued by foreign governments... 4.2 - (1.3) 2.9
Asset-backed securities...........ccccoveere 38.1 - (24.6) 13.5
Collateralized debt obligations.........cc.......~ ... 11.8 - (6.9) 4.9
Commercial mortgage-backed securities........... . L. 35.7 - (17.1) 18.6
Collateralized mortgage obligations............. ... 418.9 - (184.7) 234.2
Total below-investment grade actively
managed fixed maturities.......ccccceeee. L 2,196.1 1 (640.4) 1,555.8
Total actively managed fixed maturities........ ... $18,538.0 $77.9 33 ,219.1) $15,396.8
Equity SECUNtIES....ccvvvciiiiieiieciceceeeee e $30.7 $2.8 $(1.0) $32.5

(a) Investment ratings - The Securities Valuati
National Association of Insurance Commissio

on Office ("SVQO") of the
ners (the "NAIC") evaluates

fixed maturity investments for regulatory r
securities to one of six investment categor
Designations". The NAIC ratings are similar
descriptions of the Nationally Recognized S
Organization ("NRSROs"). NAIC designations
maturities generally rated investment grade
Moody's or rated "BBB-" or higher by S&P an
NAIC Designations of "3" through "6" are re
grade (which generally are rated "Bal" or |
"BB+" or lower by S&P and Fitch). As a resu
funding of investments, the finalization of
completion of the SVO filing process, our f
include securities that have not yet been r
balance sheet date. Pending receipt of the
classification of these securities by NAIC
expected ratings as determined by the Compa
grade or below investment grade throughout
statements are based on NAIC Designations.

eporting purposes and assigns
ies called "NAIC

to the rating agency

tatistical Rating

of "1" or "2" include fixed
(rated "Baa3" or higher by

d Fitch Ratings ("Fitch™)).
ferred to as below investment
ower by Moody's or rated

It of time lags between the
legal documents and the
ixed maturities generally

ated by the SVO as of each
SVO ratings, the

Designation is based on the
ny. References to investment
our consolidated financial
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Concentration of Actively Managed Fixed Maturity Securities

The following table summarizes the carrying valaésur actively managed fixed maturity securitigschtegory as of March 31, 2009
(dollars in millions):

Percent of
Gross gross
Percent of unrealized unrealized
Carrying value fixed maturities  losses losses
Collateralized mortgage obligations............... $1,964.0 12.8% $ (418.0) 13.0%
Energy/pipelines........c.ccocevviveinineennnns 1,562.4 10.2 (256.4) 8.0
Utilities........... 1,495.7 9.7 (193.0) 6.0
Food/beverage..........cccceevvieenineeiinnnns 1,051.4 6.8 (97.1) 3.0
Healthcare/pharmaceuticals...............cc.c.... 895.9 5.8 (77.9) 2.4
BankS......coeieiiieieeeee . 685.0 4.4 (330.7) 10.3
INSUFANCE......ooeiiiiiieiiiie e 636.6 4.1 (297.2) 9.2
Cable/media.........cccevvieeeiiiiieeiiieenis 594.0 3.9 (132.9) 4.1
Commercial mortgage-backed securities............. 591.4 3.8 (279.7) 8.7
Real estate/REITS.......cccoevvveviiiieciiieens 485.8 3.2 (170.5) 5.3
Telecom................ . 453.2 29 (65.6) 2.0
Capital goods....... 435.1 2.8 (82.7) 2.6
Aerospace/defense..........ccccevvivieiiinnnns 408.6 2.7 (21.1) 7
United States Treasury securities and obligations
of United States government corporations and
AGENCIES...eveiiiieeiieee i 405.8 2.6 (1.1) -
Brokerage........ccceevuveeiiiieeeiiiees i 397.4 2.6 (106.1) 3.3
States and political subdivisions.. 395.4 2.6 (59.9) 1.9
Transportation...........cceceveeenee. 374.4 2.4 (41.8) 1.3
Building materials. 291.6 1.9 (90.0) 2.8
Technology.........c...... 222.0 15 (29.5) .9
Asset-backed securities............ccccceuveenns 203.4 1.3 (98.3) 3.0
Consumer productS.........cccoevveerveeeenennnn. 173.8 1.1 (28.7) .9
Other. ..o 1,673.9 10.9 (340.9) 10.6
Total actively managed fixed maturities........ $15,396.8 100.0% $(3,219.1) 100.0%

Below-Investment Grade Securities

At March 31, 2009, the amortized cost of the Conyfsabelow-investment grade fixed maturity secusitieas $2,196.1 million, or 12 percent
of the Company's fixed maturity portfolio. The esdited fair value of the belomvestment grade portfolio was $1,555.8 million,7arpercer
of the amortized cost.

Below-investment grade fixed maturity securitieshvén amortized cost of $364.8 million and an eated fair value of $269.5 million are
held by a VIE that we are required to consolid@teese fixed maturity securities are legally isafed@d are not available to the Company.
liabilities of such VIE will be satisfied from theash flows generated by these securities and argbtigations of the Company. See
"Investment in Variable Interest Entity" concernithg Company's investment in the VIE.

Below-investment grade securities have differearabteristics than investment grade corporate skshirities. Based on historical
performance, risk of default by the borrower ismgfigantly greater for below-investment grade s@®@s and in many cases, severity of loss is
relatively greater as such securities are genesalbecured and often subordinated to other indabtsdof the issuer. Also, issuers of below-
investment grade securities usually have higherléeof debt and may be more financially leverageahce, all other things being equal, more
sensitive to adverse economic conditions, sucle@sssion or increasing interest rates. The Comatiegpts to reduce the overall risk relz

to its investment in below-
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investment grade securities, as in all investmehteugh careful credit analysis, strict investmgalicy guidelines, and diversification by
issuer and/or guarantor and by industry.

Net Realized Investment Gains (Losses)

During the first three months of 2009, we recogdiret realized investment losses of $6.9 milliohjclr were comprised of $85.1 million of
net gains from the sales of investments (primdikgd maturities) with proceeds of $2.6 billion trod $92.0 million of writedowns of
investments for other than temporary declines iinviaue recognized through net income ($108.liamllprior to the $16.1 million of
impairment losses recognized through other commste loss). During the first three months of 2008,recognized net realized investment
losses of $4.3 million from the sales of investrsgprimarily fixed maturities) with proceeds of $hillion, and $41.3 million of writedowns
of investments for other than temporary decline®invalue. At March 31, 2009, fixed maturity seities in default as to the payment of
principal or interest had an aggregate amortizetl @0$3.4 million and a carrying value of $.9 moifi. At March 31, 2009, we had mortgage
loans with an aggregate carrying value of $7.6iamlthat were 90 days or more past due as to the@at of principal or interest.

During the three months ended March 31, 2009, wk$23.6 million of fixed maturity investments whicesulted in gross investment losses
(before income taxes) of $4.3 million. We sell sé@@@s at a loss for a number of reasons including,not limited to: (i) changes in the
investment environment; (ii) expectation that therket value could deteriorate further;

(iii) desire to reduce our exposure to an issueroindustry; (iv) changes in credit quality; of (hanges in expected liability cash flows.
During the first three months of 2009, we sold imgestments at a loss which had been continuonsiyniunrealized loss position exceeding
20 percent of the amortized cost basis. Such invasts were continuously in an unrealized loss wsfor less than six months prior to sale
and had an amortized cost and estimated fair \a&l@e8 million and $.4 million, respectively.

We regularly evaluate our investments for posdijgairment. Our assessment of whether unrealizeseare "other than temporary"
requires significant judgment. Factors considenetlide: (i) the extent to which market value isl#san the cost basis; (ii) the length of time
that the market value has been less than cojtwiéther the unrealized loss is event driven,itidriiven or a result of changes in market
interest rates or risk premium;

(iv) the near-term prospects for fundamental improent in specific circumstances likely to affee ttalue of the investment; (v) the
investment's rating and whether the investmemhisstment-grade and/or has been downgraded sgparithase; (vi) whether the issuer is
current on all payments in accordance with thereatial terms of the investment and is expecteddet all of its obligations under the ter
of the investment; (vii) our intent not to sell iampaired investment before its recovery occursi)(wihether it is more likely than not that we
will be required to sell the investment before rerg occurs; (ix) the underlying current and pragiwe asset and enterprise values of the
issuer and the extent to which the recoverabilitthe carrying value of our investment may be a#ddy changes in such values;

(x) unfavorable changes in cash flows on structgesmirities including mortgage-backed and assekdubsecurities; and (xi) other subjective
factors.

Future events may occur, or additional informatioety become available, which may necessitate futakzed losses of securities in our
portfolio. Significant losses in the estimated faatues of our investments could have a materiadisek effect on our earnings in future
periods.

During the first quarter of 2009, we adopted FSFSRAS5-2, which changes the recognition and pretentaf other-than-temporary
impairments. Refer to the note to the consolidéitezhcial statements entitled "Recently Issued Awetimg Standards - Adopted Accounting
Standards" for additional information. The recoimitprovisions within FSP FAS 115-2 apply only ur actively managed fixed maturity
investments.

Impairment losses on equity securities are receghia net income. The manner in which impairmessés on actively managed fixed
maturity securities are recognized in the finansfatements is dependent on the facts and circaoestaelated to the specific security. If we
intend to sell a security or it is more likely thaot that we would be required to sell a securéfobe the recovery of its amortized cost, the
security is other-than-temporarily impaired andfiibamount of the impairment is recognized assslthrough earnings. If we do not expect
to recover the amortized cost basis, we do not fgaell the security and if it is not more likehan not that we would be required to sell a
security before the recovery of its amortized clests any current period credit loss, the recogmitif the other-than-temporary impairment is
bifurcated. We recognize the credit loss portioneéhincome and the noncredit loss portion in otteenprehensive loss.

83



CONSECO, INC. AND SUBSIDIARIES

We estimate the amount of the credit loss compookatfixed maturity security impairment as thefetiénce between amortized cost and the
present value of the expected cash flows of tharggcThe present value is determined using trst bstimate of future cash flows discour

at the effective interest rate implicit to the sétyuat the date of purchase or the current yielddcrete an asset-backed or floating rate
security. The methodology and assumptions for &shabg the best estimate of future cash flows \dgpending on the type of security. The
asset-backed securities cash flow estimates assgllmsbond specific facts and circumstances thgtintdude collateral characteristics,
expectations of delinquency and default rates, desgrity, prepayment speeds and structural sugpoltiding subordination and guarantees.
The corporate bond cash flow estimates are defread scenario-based outcomes of expected corpogataicturings or the disposition of
assets using bond specific facts and circumstanckaling timing, secured interest and loss seyefis of March 31, 2009, other-than-
temporary impairments included in other comprehenkiss of $25.3 million (before taxes and relagetbrtization) relate only to asset-
backed securities (including collateralized delbiigations and collateralized mortgage obligations).

The following table sets forth the amortized caosl astimated fair value of those actively manageztif maturities with unrealized losses at
March 31, 2009, by contractual maturity. Actual arétes will differ from contractual maturities begse borrowers may have the right to call
or prepay obligations with or without call or prgpzent penalties. Asset-backed securities, collitecdebt obligations, commercial
mortgage-backed securities, mortgage pass-threemirises and collateralized mortgage obligatiorsallectively referenced to as

"structured securities”. Many of the structuredusigies shown below provide for periodic paymemi®ughout their lives (dollars in
millions):

Estimated
Amortized fair
cost value
DUE IN ONE YEAr OF IESS..ueicciviiciiicciieecees e $ 417 $ 404
Due after one year through five years..............— e 1,501.9 1,284.1
Due after five years through ten years............. e 4,355.8 3,594.3
Due after teN YEarS.....ccoocveviiiiieeeiccies e 7,308.5 5,896.3
SUDLOtAL ceiiciiiiieicees s 13,207.9 10,815.1
Structured SECUILIES.....uvveiiiiiiieeiceees e 2,872.4 2,046.1
TOtAl i $16,080.3 $12,861.2

The following summarizes the investments in ouitfpbio rated below-investment grade which have beaminuously in an unrealized loss
position exceeding 20 percent of the cost basigh®period indicated as of March 31, 2009 (doliamillions):

Number Cost Unrealized Estimated
Period of issuers basis loss fair value
Less than 6 months................. 155 $365.3 $(134.9) $230.4
Greater than or equal to
6 months and less
than 12 months................... 121 854.4 (384.6) 469.8
Greater than 12 months............. 26 69.6 (49.1) 20.5

84



CONSECO, INC. AND SUBSIDIARIES

The following table summarizes the gross unreallesdes of our actively managed fixed maturity si¢éies by category and ratings category
as of March 31, 2009 (dollars in millions):

Below -
Investm ent grade investment grade Tota | gross
--------- unr ealized
NAIC 1 NAIC 2 NAIC3 NAIC4 and below lo sses
Collateralized mortgage obligations.. $ 215.7 $ 17.6 $117.5 $67.2 $ 41 8.0
Banks......ccooviieiiieeiieee 239.6 46.1 39.3 5.7 33 0.7
INSUranCe.........occvveeeneneenn. 163.1 125.7 - 8.4 29 7.2
Commercial mortgage-backed
SECUIMIES...uvveieiiiiee e . 94.0 9.6 7.5 27 9.7
Energy/pipelines............c........ . 200.1 104 5.9 25 6.5
Utilities......oooveeiiieiiieens . 133.6 4.9 8.2 19 3.0
Real estate/REITSs... 144.0 8.1 3.1 17 0.5
Cable/media........... 77.1 8.9 29.4 13 2.8
Brokerage..........cccocoeeeeininns . 32.7 - 1.2 10 6.1
Food/beverage.........ccccccee..... . 60.9 4.2 7.0 9 7.1
Asset-backed securities 28.4 5.1 195 9 8.3
Building materials.......... . 38.8 43.8 7.3 9 0.0
Capital goods...........ccceeeennee . 33.9 6.2 5.5 8 2.7
Healthcare/pharmacedticals........... 34.4 29.9 4.0 9.6 7 7.9
Telecom......coocvveiiiiiieeees 23.9 23.6 16.9 1.2 6 5.6
States and political subdivisions.... 21.8 36.5 1.6 - 5 9.9
Transportation............cccee.ee . 37.7 - 1.2 4 1.8
Entertainment/hotels.. 21.8 13.4 6.2 4 1.4
Retail.......ccoovevviiiiicin, . 19.9 6.0 10.1 4 0.9
Collateralized debt obligations...... 134 9.9 - 6.9 3 0.2
Technology.......cccceeveiivenene 8.4 8.5 6.7 5.8 2 9.4
Consumer products.................... 5.1 14.8 - 8.8 2 8.7
Chemicals.................. 15 12.7 4.3 9.3 2 7.8
- 9.6 11.8 5.2 2 6.6
........ 3.6 15.1 4.8 4 2 3.9
- - - 22.8 2 2.8
............. 5.7 10.2 4.2 1.0 2 11
3.3 - 7 14.2 1 8.2
7.6 2 3 2.4 1 0.5
Foreign governments.................. .6 - 1.3 - 1.9
U.S. Treasury and Obligations........ 1.1 - - - 1.1
Mortgage pass-through securities..... A - - - A1
Other.....coooieiiiiiiiiees 9.4 61.9 135 11.9 9 6.7
Total actively managed fixed
MatUritieS.......ccoveeeeveenne $1,233.5 $1,345.2 $347.5 $292.9 $3,21 9.1

At March 31, 2009, we held seven individual noneistment grade collateralized mortgage-backed siauthat had a cost basis of $332.9
million, an estimated fair value of $165.1 milliand unrealized losses of $167.8 million. As of MeBd, 2009, these securities had been in
an unrealized loss position exceeding 20 perceabsif for three to eight months. We also held aserbacked security that had a cost basis
of $27.5 million, an estimated fair value of $8.0lion and an unrealized loss of $19.5 million aafdh 31, 2009. This security had been il
unrealized loss position exceeding 20 percent sf fy over one year. These securities are seranches in their respective securitization
structures which hold standard and Alt-A residdmtiartgages originating in 2006 and 2007. Theserstes were rated NAIC 3 and NAIC 4
at March 31, 2009. Given current market conditidinsited trading of these securities and recenhgaactions, the estimated fair value of
these securities has declined. We believe therdeidilargely due to widening credit spreads agth premium for liquidity that existed at
March 31, 2009. We have examined the performandleeofinderlying collateral and expect that our gtre=nts will continue to perform in
accordance with the contractual terms.
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Our investment strategy is to maximize, over aanstl period and within acceptable parametersskf mvestment income and total
investment return through active investment managenfccordingly, we may sell securities at a gaia loss to enhance the total return of
the portfolio as market opportunities change dvdtier match certain characteristics of our investinportfolio with the corresponding
characteristics of our insurance liabilities. While do not have the intent to sell securities withealized losses and it is not more likely than
not that we will be required to sell securitieshwitnrealized losses prior to their anticipated vecp, we may sell securities at a loss in the
future because of actual or expected changes imiewrof the particular investment, its industtg, type or the general investment

environment.

The following table summarizes the gross unreallzsdes and fair values of our investments witrealized losses that are not deemed to be
other-than-temporarily impaired, aggregated by $tweent category and length of time that such seesitiave been in a continuous
unrealized loss position, at March 31, 2009 (dsllarmillions):

Less than 12

Estimated
fair ~ Unr
Description of securities value

United States Treasury securities
and obligations of United
States government

corporations and agencies...... $ 117
States and political subdivisions.  106.4
Debt securities issued by

foreign governments............ -
Corporate securities.............. 4,366.2
Asset-backed securities........... 55.5
Collateralized debt obligations... 50.1
Commercial mortgage-backed

SECUTitieS.....cvverrirenenn. 137.7
Mortgage pass-through securities.. 55

Collateralized mortgage

obligations..........c........ 199.4
Total actively managed

fixed maturities............... $4,932.5
Equity securities................. $7.2

$

$

months 12 months or greater Total
Estimated Estimated

ealized fair Unrealized fair U
osses value losses value

(99 $ 16 $ (2) $ 133

(14.4) 230.0 (45.5) 336.4

- 6.2 (1.9) 6.2
(469.7) 6,093.0 (1,860.2) 10,459.2
(9.1) 147.0 (89.2) 202.5
(16.7) 39.4 (13.5) 89.5
(18.0) 452.1 (261.7) 589.8

(.1) 1 - 5.6

(10.2) 959.3 (407.8) 1,158.7
(539.1) $7,928.7 $(2,680.0) $12,861.2
$1.0) $ - $ - $7.2

nrealized
losses

$ (11)

(59.9)

(1.9)
(2,329.9)

(98.3)
(30.2)

(279.7)
(1)

(418.0)

Based on management's current assessment of irergstmith unrealized losses at March 31, 2009Ctmmpany believes the issuers of the
securities will continue to meet their obligatidios with respect to equity-type securities, theeistinent value will recover to its cost basis).
While we do not have the intent to sell securitigth unrealized losses and it is not more likelgrttot that we will be required to sell
securities with unrealized losses prior to theticmated recovery, our intent on an individualggty may change, based upon market or ¢
unforeseen developments. In such instances, wsesgirities in the ordinary course of managingpmutfolio to meet diversification, credit
quality, yield, duration and liquidity requirementfsa loss is recognized from a sale subsequeatitalance sheet date due to these unexy
developments, the loss is recognized in the peniazhich we had the intent to sell the securitie®be their anticipated recovery.

Structured Securities

At March 31, 2009, fixed maturity investments irdia $2.9 billion of structured securities (or 19geat of all fixed maturity securities). The
yield characteristics of structured securitiesatifh some respects from those of traditional {-
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income securities. For example, interest and gradgdayments on structured securities may occuerfreguently, often monthly. In many
instances, we are subject to the risk that the atred timing of principal and interest paymenty/mary from expectations. For example,
prepayments may occur at the option of the issnémpaepayment rates are influenced by a numberabbfs that cannot be predicted with
certainty, including: the relative sensitivity ¢ifet underlying assets backing the security to chengimterest rates; a variety of economic,
geographic and other factors; and various secsgsgific structural considerations (for example, tpayment priority of a given security in
a securitization structure).

In general, the rate of prepayments on structueedrgties increases when prevailing interest rdéedine significantly in absolute terms and
also relative to the interest rates on the undaglyssets. The yields recognized on structuredisiesypurchased at a discount to par will
increase (relative to the stated rate) when thedyidg assets prepay faster than expected. Thesyiecognized on structured securities
purchased at a premium will decrease (relativ@éostated rate) when the underlying assets pregsigrfthan expected. When interest rates
decline, the proceeds from prepayments may beesiad at lower rates than we were earning on st securities. When interest rates
increase, prepayments may decrease. When thissp¢haraverage maturity and duration of the streckgecurities increase, which decre:
the yield on structured securities purchased @@dnt because the discount is realized as in@iraeslower rate, and it increases the yield
on those purchased at a premium because of a dedrethe annual amortization of the premium.

For structured securities included in actively ngathfixed maturities that were purchased at a disicor premium, we recognize investment
income using an effective yield based on anticigppéidure prepayments and the estimated final ntgtofithe securities. Actual prepayment
experience is periodically reviewed and effectiiedds are recalculated when differences arise batwee prepayments originally anticipated
and the actual prepayments received and currentigiated. For credit sensitive mortgage-backetlasset-backed securities, and for
securities that can be prepaid or settled in ativaiywe would not recover substantially all of cowestment, the effective yield is recalcula
on a prospective basis. Under this method, the iedrcost basis in the security is not immediageljusted and a new yield is applied
prospectively. For all other structured and assekbd securities, the effective yield is recal@dawhen changes in assumptions are made,
and reflected in our income on a retrospectiveshasmnder this method, the amortized cost basikefrtvestment in the securities is adjusted
to the amount that would have existed had the ritagtéve yield been applied since the acquisitibthe securities. Such adjustments were
not significant in the first three months of 2009.

The following table sets forth the par value, azed cost and estimated fair value of structuredisges, summarized by interest rates or
underlying collateral, at March 31, 2009 (dollarsnillions):

Par Am ortized Estimated
value cost fair value

BEIOW 4 PEICENT...coiiiiievieceeiieiieeeces e . $ 778 $ 62.0

4 percent-5percent.....ccoceeeeeviiiinenns L 345.8 353.6
5percent-6 percent......ccccovccveeveeenneneee . 2,270.1 1,801.2
6 percent - 7 percent......cccccvccvvevneennnneee 764.0 536.4
7 percent - 8 percent.....ccceevvccivevieeenenneee 188.5 1255
8 percentand @above.......ccoccvvvviiiiiees e 76.6 55.5
Total structured SECUMtIES........ccceeeeee e $3,857.7 $ 3,722.8 $2,934.2
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The amortized cost and estimated fair value otcttined securities at March 31, 2009, summarizetypg of security, were as follows
(dollars in millions):

Estima ted fair value
Percent
Amortized of fixed
Type cost Amount maturities
Pass-throughs, sequential and equivalent securites L $1,318.3 $1,228.6 8.0%
Planned amortization class, target amortization cla ss and
accretion-directed bonds.........cccoccceveeeees. e 993.6 729.1 4.7
Commercial mortgage-backed securities............. L 871.1 591.4 3.9
Asset-backed SecCUrities.......ccccvveveevneeeees e 301.7 203.4 1.3
Collateralized debt obligations.............cccco.. L 132.2 102.0 N
Other. i e 105.9 79.7 5
Total structured securities.........ce.e.. e $3,722.8 $2,934.2 19.1%

Pass-throughs, sequentials and equivalent sesuniéiee unique prepayment variability charactessfRass-through securities typically return
principal to the holders based on cash payments fh@ underlying mortgage obligations. Sequengalsities return principal to tranche
holders in a detailed hierarchy. Planned amorbnatiasses, targeted amortization classes andtiaccrirected bonds adhere to fixed
schedules of principal payments as long as theriyidg mortgage loans experience prepayments withitain estimated ranges. Changes in
prepayment rates are first absorbed by suppommpeanion classes insulating the timing of receiftash flows from the consequences of
both faster prepayments (average life shortenind)sdower prepayments (average life extension).

Commercial mortgage-backed securities ("CMBS")smeured by commercial real estate mortgages, ggne@me producing properties
that are managed for profit. Property types inclomati-family dwellings including apartments, rdteénters, hotels, restaurants, hospitals,
nursing homes, warehouses, and office buildingsstNId/BS have call protection features whereby ugier borrowers may not prepay
their mortgages for stated periods of time withioatirring prepayment penalties.

Structured Securities Collateralized by Sub Prime Rsidential Loans

Our investment portfolio includes structured se@sicollateralized by sub prime residential loaith a market value of $43.7 million and a
book value of $79.2 million at March 31, 2009. Téaescurities represent .2 percent of our conselieivestment portfolio. Of these
securities, $32.1 million (73 percent) were rate&l®l 1, $6.1 million (14 percent) were rated NAICE5.4 million (12 percent) were rated
NAIC 3 and $.1 million (1 percent) were rated NABCSub prime structured securities issued in 20062007 have experienced higl
delinquency and foreclosure rates than originatlyeeted. The Company's investment portfolio inctusigb prime structured securities
collateralized by residential loans extended oesegl years, primarily from 2003 to 2007. At Ma&h 2009, we held no sub prime
securities collateralized by residential loans edésl in 2006 and we held $4.9 million extendedd@72

Securities Lending

The Company participates in a securities lendimgyram whereby certain fixed maturity securitiesrfrour investment portfolio are loaned
third parties via a lending agent for a short pgebtime. We maintain ownership of the loaned sigies. We require collateral equal to 102
percent of the market value of the loaned secarifide collateral is invested by the lending ageiaiccordance with our guidelines. The fair
value of the loaned securities is monitored onily @asis with additional collateral obtained asessary. Under the terms of the securities
lending program, the lending agent indemnifiesGoepany against borrower defaults. As of MarchZZD9 and December 31, 2008, the
value of the loaned securities was $244.7 milliod $389.3 million, respectively. As of March 31020and December 31, 2008, the
Company had received collateral of $256.4 milliod $408.8 million, respectively. Income generatednfthe program, net of expenses is
recorded as net investment income and totaled $liémand $.7 million in the first three months 2009 and 2008, respectively.
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INVESTMENT IN VARIABLE INTEREST ENTITY

Fall Creek is a collateralized loan trust that watablished to issue securities and use the pred¢eédvest in loans and other permitted
investments. The assets held by the trust areljeigalated and are not available to the Compaime [fabilities of Fall Creek will be satisfied
from the cash flows generated by the underlying$oaot from the assets of the Company. The invastimorrowings were issued pursuant
to an indenture between Fall Creek and a trustee.iffivestment borrowings of Fall Creek may becooe ahd payable if certain threshold
ratios (based on the entity's leverage and the eh&etue of its assets) are not met for a specffaxibd of time. During the first quarter of
2008, such threshold ratio was not met and thenitule was amended. As a result of the amendmehiCFsk sold assets of $90 million
(which resulted in net realized investment losgefld.2 million), and paid down investment borrogsrof $88.0 million. Pursuant to the
amendment, we committed to provide additional et Fall Creek for up to $25 million (under defthcircumstances) all of which was
contributed in 2008. In addition, the indenture \masended and restated in November 2008, to chamrtgrcterms related to the investment
borrowings, cease future reinvesting activitiegall Creek, provide for an additional investmenFEadl Creek and remove the provision
related to threshold ratios. In conjunction wite imendment and restatement of the indentureCFadlk repaid $17.5 million of investment
borrowings and the Company purchased: (i) $25.Ranibf borrowings previously held by others; anfl%9.7 million of newly issued
borrowings of Fall Creek. Repayment of the remajrprincipal balance of the investment borrowing&all Creek is based on available cash
flows from the assets and such borrowings matu®itv. An $8.9 million repayment was made in thet fjuarter of 2009 based on such
excess cash flows. The Company has no further coments to Fall Creek. The carrying value of ouristinent in Fall Creek was $77.7
million and $83.5 million at March 31, 2009 and Bether 31, 2008, respectively. The following talpsesvide supplemental information
about the assets, liabilities, revenues and exgearfdeall Creek which have been consolidated imatance with FIN 46 (R), after giving
effect to the elimination of our investment in Faheek and investment management fees earnedulysalgry of the Company (dollars in
millions):

March 31, December 31,
2009 2008
Assets:
Actively managed fixed maturities............... $269.7
Cash and cash equivalents - restricted.......... 4.8
Accrued investment inCOmMe.............cccceeeee 2.8
Other assets........cccocovevviiiiinieinnns 7.2
TOtal @SSELS. i e $289.9 $2845
Liabilities:
Other liabilities..........cccoccvvriiennenn. $ 7.8
Investment borrowings due to others............. 306.5
Investment borrowings due to the Company........ 81.9
Total iabilitieS....c.ccvvvveeees e 388.7 396.2
Equity (deficit):
Capital provided by the Company................. 16.6
Capital provided by others............cc........ 3.8
Accumulated other comprehensive loss............ (118.4)
Accumulated defiCit..........ccoevveriinnnne (13.7)
Total defiCite.ueeiiiiiiiiiiiieeee (98.8) (111.7)
Total liabilities and defiCit............... e $289.9 $2845
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Revenues:

Net investment income - deposit accounts........ ...
Fee revenue and other income.........cooeeeeeee. L

Total revenues......ccoeeevveveeccneeeee

Expenses:

Interest eXpPense........ccovvveeveiiccies
Other operating eXpenses........cccceveeeeeees e,

Total eXPENSES...cccvvveeivieeiieaeaeeee .

Income before net realized investment

losses and income taxes........cccceeeeee. .

Net realized investment losses........cccceeeeeee. L

Loss before income taxes.......coceeveeee. L

AND SUBSIDIARIES

Three month
March

During the first three months of 2009, net realimadstment losses included: (i) $.5 million of geins from the sales of investments; net of
(i) $8.3 million of writedowns of investments rétog from declines in fair values that we conclddeere other than temporary. During the
first three months of 2008, net realized investnesges included: (i) $11.2 million of net lossem the sales of investments; and (ii) $5.4
million of writedowns of investments resulting frateclines in fair values that we concluded wereothan temporary.
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RESULTS OF DISCONTINUED OPERATIONS

As further discussed in the note to the consolitifiteancial statements entitled "Transfer of Seiealth Insurance Company of
Pennsylvania to an Independent Trust", the longrgare business of Senior Health is reflecteddis@ntinued operation in all periods
presented. The following summarizes the operatsglts of our discontinued operations (dollars iions):

Premium collections (all of which are renewal premi
Long-term care..........ccccvvvvivieeenennnn.

Average liabilities for insurance products, net of
Long-term care..........ccccvvvviviieenennnn.

Revenues:
Insurance policy income...........cocueeeen.
Net investment income on general account inves

Total revenues.............ccoeeeevnnnns

Expenses:
Insurance policy benefits.....................
Amortization related to operations............
Other operating costs and expenses............

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

Loss before net realized investment gains and in

Net realized investment gains.................

Income before income taxes......................

Health benefit ratios:

Insurance policy benefits...................
Benefit ratio (a)..........coeeevevvvrnnns
Interest-adjusted benefit ratio (b).........

(a) We calculate benefit ratios by dividing the
policy benefits by insurance policy income.

(b) We calculate the interest-adjusted benefit
for long-term care products by dividing suc
benefits less interest income on the accumu
insurance liabilities by policy income. The
financial measures. A non-GAAP measure is a
company's performance, financial position,
or includes amounts that are normally exclu
directly comparable measure calculated and
GAAP.

These non-GAAP financial measures of "inter
differ from "benefit ratios" due to the ded

the accumulated assets backing the insuranc
product's insurance policy benefits used to
Interest income is an important factor in m
health products that are expected to be inf
time, are not subject to unilateral changes
non-cancelable or guaranteed renewable cont
performance of various functions and servic
protection) for an extended period of time.
long-term care products generally cause an
the early years of a policy (accounted for

will be paid out as benefits in later polic
reserve decreases). Accordingly, as
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the policies age, the benefit ratio will ty
increase in benefits will be partially offs

on the accumulated assets. The interest-ad]
the effects of the interest income offset.
important factor in measuring the performan
management believes a benefit ratio that in
income is useful in analyzing product perfo
interest-adjusted benefit ratio in measurin
purposes of SFAS 131 because we believe tha
a better indicator of the ongoing businesse
However, the "interest-adjusted benefit rat
"benefit ratio" as a measure of current per
period insurance policy income. Accordingly
"benefit ratios" and "interest-adjusted ben

the financial results attributable to these
income earned on the accumulated assets bac
in our discontinued operations was $43.7 mi

RIES

pically increase, but the

et by interest income earned
usted benefit ratio reflects
Since interest income is an
ce of this product,

cludes the effect of interest
rmance. We utilize the

g segment performance for

t this performance measure is
s and trends in the business.
io" does not replace the

iod benefits to current

, management reviews both
efit ratios" when analyzing
products. The investment
king long-term care reserves
llion in the first three

months of 2008.

Total premium collections were $67.0 million in thirst three months of 2008. We ceased marketirgglting-term care business in 2003.
Average liabilities for insurance products, net@ihsurance ceded were approximately $2.9 billf@nfirst three months of 2008.
Insurance policy income is comprised of premiuntae@ on these long-term care policies.

Net investment income on general account invesisdta was $43.7 million the first three months@¥& The average balance of gen
account invested assets was $3.0 billion in thet firee months of 2008. The average yield on thesets was 5.86 percent the first three
months of 2008.

Insurance policy benefits fluctuated primarily agsult of the factors summarized below.
Insurance policy benefits were $90.1 million thstfthree months of 2008.

The benefit ratio on this block of business was.33&rcent the first three months of 2008. Benafibs are calculated by dividing the
product's insurance policy benefits by insurand&pdncome. Since the insurance product liabititiee establish for long-term care business
are subject to significant estimates, the ultintdéém liability we incur for a particular period likely to be different than our initial estimate.
Our insurance policy benefits reflected reserveineldncies from prior years of $10.2 million in fivet three months of 2008. Excluding the
effects of prior year claim reserve redundancies benefit ratios would have been 151.7 percettiarfirst three months of 2008. These re
reflect the significantly higher level of incurrethims experienced in 2007 and 2006 resulting éndases in reserves for future benefits as
discussed below, adverse development on claimsradtin prior periods as discussed below, and dse®in policy income. The prior per
deficiencies have resulted from the impact of pddédm experience being different than prior estisathanges in actuarial assumptions and
refinements to claimant data used to determinenctaserves.

The net cash flows from long-term care productsegaty cause an accumulation of amounts in theygadrs of a policy (accounted for as
reserve increases) which will be paid out as bé&nefilater policy years (accounted for as resdeaeases). Accordingly, as the policies age,
the benefit ratio will typically increase, but tinerease in benefits will be partially offset byw@stment income earned on the assets which
have accumulated. The interest-adjusted beneiit fat long-term care products is calculated byidlivg the insurance product's insurance
policy benefits less interest income on the accatedl assets backing the insurance liabilities byriance policy income. The interest-
adjusted benefit ratio on this business was 70.@epe in the first three months of 2008. Excludihg effects of prior year claim reserve
redundancies, our interest-adjusted benefit ratimsld have been 85.6 percent in the first threethwof 2008.

This long-term care business was issued by Sereaithiprior to its acquisition by our Predecesadt996. The loss experience on these
products has been worse than we originally expeétitdough we anticipated a higher level of bergfi be paid on these products as the
policies aged, the paid claims have exceeded qeatations. In addition, there has been an incrieatbe incidence and duration of claims
recent periods. This adverse experience is refldotéhe higher insurance policy benefits expergehio recent periods.

In each quarterly period, we calculated our betiinese of claim reserves based on all of the infatiom available to us at that time, which
necessarily takes into account new experience eéntedyring the period. Our actuaries estimated
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these claim reserves using various generally reazedractuarial methodologies which are based @mriméd estimates and judgments that are
believed to be appropriate. Additionally, an exé¢rctuarial firm provided consulting services whiovolved a review of the Company's
judgments and estimates for claim reserves ordhg-term care block of business on a periodic basgificant assumptions made in
estimating claim reserves for long-term care peidnclude expectations about the: (i) future domadf existing claims;

(i) cost of care and benefit utilization; (iii)terest rate utilized to discount claim reserves; ¢laims that have been incurred but not yet
reported; (v) claim status on the reporting datg;dlaims that have been closed but are expecteddpen; and (vii) correspondence that has
been received that will ultimately become claimet thave payments associated with them.

Amortization related to operations includes amaiiom of insurance acquisition costs. Amortizatidinsurance acquisition costs generally
corresponds with changes in lapse experience.

Other operating costs and expenses were $15.0mitlithe first three months of 2008. Other operatiosts and expenses, excluding
commission expenses, for this segment were $8libmih the first three months of 2008.

Net realized investment gains (losses) fluctuatadheeriod. During the first three months of 208, realized investment losses inclus
$2.0 million of net gains from the sales of invesihts (primarily fixed maturities).

NEW ACCOUNTING STANDARDS

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

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK.

Our market risks, and the ways we manage thensuamenarized in "Management's Discussion and Anabfsisnancial Condition and
Results of Operations”, included in Conseco's AhRagort on Form 10-K for the year ended Decemlie2808. There have been no
material changes in the first three months of 2@08uch risks or our management of such risks.

ITEM 4. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Proceduremsgco's management, under the supervision andtveitbarticipation of the Chief
Executive Officer and the Chief Financial Officevaluated the effectiveness of Conseco's disclasaiols and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the SecuBtiebange Act of 1934, as amended). Based on itaati@n, and in light of the material
weakness in internal control over financial repagtidentified as existing as of December 31, 20@vc¢h is described in our Annual Report
on Form 10-K, Item 9A, the Chief Executive Officard Chief Financial Officer concluded that, as afrivh 31, 2009, Conseco's disclosure
controls and procedures were not effective.

As disclosed in our 2008 Annual Report on Form 1Q@vk did not maintain effective controls over tlee@unting and disclosure of insurance
policy benefits, amortization expense, the liai@$itfor insurance products and the value of pdiaiorce at the Effective Date. Specifically,
the design of controls over the actuarial reporprmacess to ensure the completeness and accuraeytain inforce policies in our Conseco
Insurance Group segment was not effective. Thesealaleficiencies resulted in an audit adjustnterffonseco's consolidated financial
statements during the fourth quarter of 2008. Addilly, these control deficiencies could resulaimaterial misstatement of the
aforementioned accounts and disclosures in ouraraminterim consolidated financial statementd thauld not be prevented or detected on
a timely basis. Accordingly, Conseco's managemastdetermined that these control deficiencies daresia material weakness. Because of
this material weakness, management concluded thageco did not maintain effective internal contimler financial reporting as of
December 31, 2008 based on criteria in the InteCoaitrol - Integrated Framework - issued by COSO.

93



CONSECO, INC. AND SUBSIDIARIES

A material weakness is a deficiency, or a combimatif deficiencies in internal control over finaalaieporting, such that there is a reasonable
possibility that a material misstatement of ourwairor interim financial statements would not bevanted or detected on a timely basis.

Conseco has devoted significant efforts and ressu@vards remediation of the material weaknessimgl to the actuarial reporting process.
Significant improvements have been made to theasieireporting internal control environment and ttontrol deficiencies in our Bankers
Life and our former Other Business in Run-off segtnveere remediated in 2008. Nonetheless, the nahtgdakness related to the design of
controls to ensure the completeness and accuramrizfin inforce policies in our Conseco InsuraGceup continued to exist as of March 31,
2009. Conseco's management continues to assidmigihest priority to Conseco's remediation effontgh the goal of remediating the
material weakness by the end of 2009. However taltiee nature of the remediation process and tkd teeallow adequate time after
implementation to evaluate and test the effectigsrté the revised controls, no assurance can lea @i to the timing of achievement of
remediation. Conseco recognizes that further imgmaant in its internal control over the actuariglosing process is essential. The most
significant remaining weaknesses to be addressedibsemediation efforts relates to the flow ofomhation from the administrative systems
to the actuarial processes for specified diseabeigmin our Conseco Insurance Group segment.gcting these weaknesses will allow
Conseco to reduce its reliance on manual contraspaocedures. Conseco intends to continue to dpveiproved systems and processes
which will allow it to rely on front-end preventaé controls which will be more sustainable overldreg term. Conseco recognizes that
further investment is needed to improve the acaliagporting processes and is committed to makltiegrivestments for these improvements.

Changes to Internal Control Over Financial Repgrtifhere were no changes in the Company's inteorgatol over financial reporting (as
defined in Rule 13a-15(f) under the Securities BExaje Act of 1934) during the three months endedccmad, 2009, that have materially
affected, or are reasonably likely to materiallieaf, Conseco's internal control over financialoming.
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CONSECO, INC. AND SUBSIDIARIES
PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

Information required for Part I, Item 1 is incorpted by reference to the discussion under theihgdatitigation and Other Legal
Proceedings" in the footnotes to our consolidaitegicial statements included in Part I, Item 1hi§ Form 10-Q.

ITEM 1A. RISK FACTORS.

Conseco and its businesses are subject to a nwhlisks including general business and finand&k factors. Any or all of such factors
could have a material adverse effect on the busjriesancial condition or results of operation<Cafnseco. Refer to "Risk Factors" in
Conseco's Annual Report on Form 10-K for the yealed December 31, 2008, for further discussioruohsisk factors. There have been no
material changes from such previously disclosddfastors.

ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS.

3.2 Amended and Restated By-Laws of Conseco, kteddas of April 28, 2009.
12.1 Computation of Ratio of Earnings to Fixed Qest

31.1 Certification Pursuant to the Securities Exgj@gaAct Rule 13a-14(a)/15d-14(a), as Adopted PutsioaSection 302 of the Sarbanes-
Oxley Act of 2002.

31.2 Certification Pursuant to the Securities ExgjgaAct Rule 13a-14(a)/15d-14(a), as Adopted PutsioaSection 302 of the Sarbanes-
Oxley Act of 2002.

32.1 Certification Pursuant to 18 U.S.C. Sectiof,&s Adopted Pursuant to Section 906 of the Sath@xley Act of 2002.
32.2 Certification Pursuant to 18 U.S.C. Sectiof,&s Adopted Pursuant to Section 906 of the Siath@xley Act of 2002.
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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.

CONSECO, INC.

Dated: My 12, 2009 By: [/s/ Edward J. Bonach
Edward J. Bonach
Executive Vice President and
Chi ef Financial Oficer
(authorized officer and
principal financial officer)
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Exhibit 3.2
AMENDED AND RESTATED
BY-LAWS
OF
CONSECO, INC.

A Delaware Corporation
(Adopted as of April 28, 2009)

ARTICLE |

OFFICES

Section 1. Registered Office. The registered offit€onseco, Inc. (the "Corporation”) in the Staft®elaware shall be located at 1209
Orange Street, Wilmington, DE 19801. The name efGbrporation's registered agent at such addredishehCT Corporation. The registered
office and/or registered agent of the Corporati@yiine changed from time to time by action of theuBloof Directors.

Section 2. Other Offices. The Corporation may &igee offices at such other places, both withinwitbout the State of Delaware, as the
Board of Directors may from time to time determareghe business of the Corporation may require.

ARTICLE II

MEETINGS OF STOCKHOLDERS

Section 1. Annual Meeting. An annual meeting ofgtackholders shall be held each year within 18& @dter the close of the immediately
preceding fiscal year of the Corporation or at sottter time specified by the Board of Directorstfog purpose of electing Directors and
conducting such other proper business as may cefloechthe annual meeting; provided, however, thafirst and the second annual mee
after September 10, 2003 shall not be held edHar on August 10, 2004 and August 10, 2005, reisedye. At the annual meeting,
stockholders shall elect Directors and transadh siiger business as properly may be brought béfierannual meeting pursuant to Sectiol
of ARTICLE Il hereof.

Section 2. Special Meetings. Special meetings ®bthckholders may only be called in the mannevideal in the Corporation's certificate of
incorporation, as amended from time to time (thertificate of Incorporation").

Section 3. Place of Meetings. The Board of Directoay designate any place, either within or witltbatState of Delaware, as the place of
meeting for any annual meeting or for any specie¢timg. If no designation is made, or if a spegiakting be otherwise called, the place of
meeting shall be the principal executive officdte Corporation. If for any reason



any annual meeting shall not be held during any,\tba business thereof may be transacted at agiadpneeting of the stockholders.

Section 4. Notice. Whenever stockholders are reduir permitted to take action at a meeting, writieprinted notice stating the place, date,
time and, in the case of special meetings, theqaerpr purposes, of such meeting, shall be giverath stockholder entitled to vote at such
meeting not less than 10 nor more than 60 daygédie date of the meeting. All such notices sbaltielivered, either personally or by mail,
by or at the direction of the Board of Directofs thairman of the board, the chief executive effir the secretary, and if mailed, such nt
shall be deemed to be delivered when depositdikituhited States mail, postage prepaid, addressth@ istockholder at his, her or its
address as the same appears on the records obther&tion. Attendance of a person at a meetintj shastitute a waiver of notice of such
meeting, except when the person attends for theeegpurpose of objecting at the beginning of tieeting to the transaction of any business
because the meeting is not lawfully called or coreek

Section 5. Stockholders List. The officer havinguge of the stock ledger of the Corporation shalke) at least 10 days before every mee
of the stockholders, a complete list of the stoddtéis entitled to vote at such meeting arrangeadphabetical order, showing the address of
each stockholder and the number of shares registietbe name of each stockholder. Such list dfmthpen to the examination of any
stockholder, for any purpose germane to the meéding period of at least 10 days prior to the nmggt(i) on a reasonably accessible
electronic network, provided that the informati@quired to gain access to such list shall be pealidith the notice of the meeting or

(i) during ordinary business hours, at the primatiplace of business of the Corporation. The lisillsalso be produced and kept at the time
place of the meeting during the whole time theraofi may be inspected by any stockholder who isgorte

Section 6. Quorum. The holders of a majority of thiéstanding shares of capital stock entitled ti@ vpresent in person or represented by
proxy, shall constitute a quorum at all meetingthefstockholders, except as otherwise providethéyseneral Corporation Law of the State
of Delaware or by the Certificate of Incorporatitfira quorum is not present, the holders of a nigjaf the shares present in person or
represented by proxy at the meeting, and entitdadte at the meeting, may adjourn the meetinghtdgheer time and/or place. When a
specified item of business requires a vote by ssotat series (if the Corporation shall then hauvstanding shares of more than one class or
series) voting as a class or series, the holdeasnodjority of the shares of such class or sehali sonstitute a quorum (as to such class or
series) for the transaction of such item of busnes

Section 7. Adjourned Meetings. When a meeting jewded to another time and place, notice needediven of the adjourned meeting if
the time and place thereof are announced at thénges which the adjournment is taken. At the adjed meeting the Corporation may
transact any business which might have been treetsat the original meeting. If the adjournmerfbismore than 30 days, or if after the
adjournment a new record date is fixed for the amdljed meeting, a notice of the adjourned meetiadl ble given to each stockholder of
record entitled to vote at the meeting.
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Section 8. Vote Required. When a quorum is preseataffirmative vote of the majority of sharesgmet in person or represented by proxy at
the meeting and entitled to vote on the subjectanahall be the act of the stockholders, unlédsy(express provisions of an applicable law
or of the Certificate of Incorporation a differemte is required, in which case such express pimvishall govern and control the decision of
such question, or

(i) the subject matter is the election of Direstan which case Section 2 of ARTICLE Ill hereofBlgovern and control the approval of such
subject matter.

Section 9. Voting Rights. Except as otherwise piediby the General Corporation Law of the Stateeldware, the Certificate of
Incorporation or these By-laws, every stockholdwllsat every meeting of the stockholders be etitb one vote in person or by proxy for
each share of capital stock held by such stockinolde

Section 10. Proxies. Each stockholder entitledote at a meeting of stockholders or to expressardrar dissent to corporate action in
writing without a meeting may authorize anothersparor persons to act for him or her by proxy,fmsuch proxy shall be voted or acted
upon after three years from its date, unless theypprovides for a longer period. A duly executedxy shall be irrevocable if it states that it
is irrevocable and if, and only as long as, itagmed with an interest sufficient in law to suppam irrevocable power. A proxy may be made
irrevocable regardless of whether the interest witlich it is coupled is an interest in the stockelt or an interest in the Corporation gener
Any proxy is suspended when the person executiagtbxy is present at a meeting of stockholdersedects to vote, except that when such
proxy is coupled with an interest and the facthef interest appears on the face of the proxy, geatanamed in the proxy shall have all voting
and other rights referred to in the proxy, notwitingling the presence of the person executing ihweypAt each meeting of the stockholders,
and before any voting commences, all proxies filedr before the meeting shall be submitted toex@inined by the secretary or a person
designated by the secretary, and no shares mapbesented or voted under a proxy that has beemnl flmube invalid or irregular.

Section 11. Business Brought Before an Annual Mgetht an annual meeting of the stockholders, suish business shall be conducted as
shall have been properly brought before the meelinge properly brought before an annual meebuoginess must be (i) specified in the
notice of meeting (or any supplement thereto) givgmr at the direction of the Board of Directd(fi§,brought before the meeting by or at the
direction of the Board of Directors or

(iii) otherwise properly brought before the meetinga stockholder who (a) was a stockholder of r¢od the Corporation at the time of the
giving of notice provided for in this by-law andtae time of the annual meeting, (b) is entitleddte with respect thereto and (c) complies
with the notice procedures set forth in this Secfidé. For business to be properly brought beforararual meeting by a stockholder, the
stockholder must have given timely notice thereaofriting to the secretary of the Corporation. Fotimely, a stockholder's notice must be
delivered to or mailed and received at the prirlogacutive offices of the Corporation, not lesartt®0 days nor more than 90 days prior to
the first anniversary of the preceding year's ahmeseting; provided, however, that in the event tess than 70 days' notice or prior public
announcement of the date of the meeting is givenaie to stockholders, notice by the stockholdéettimely must be so received not later
than the close of business on the 10th day follgwire date on which such notice of the date oftireual meeting was mailed or such public
announcement was made. In no event shall any adjant or postponement of an
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annual meeting or the announcement thereof commeeneav time period (or extend any time period)tfigr giving of a stockholder's notice
as described above. A stockholder's notice toaleetary shall set forth as to each matter thekbtider proposes to bring before the annual
meeting (i) a brief description of the businessréesto be brought before the annual meeting, élkedf the proposal or business (including
the text of any resolutions proposed for considenadind, in the event that such business inclugesposal to amend these by-laws, the
language of the proposed amendment) and the refmocenducting such business at the meetingthi@name and address, as they appe
the Corporation's books, of the stockholder pramgpsuch business;

(iii) the class or series and number of shareb®fQorporation which are, directly or indirectlgneficially owned by the stockholder; (iv) ¢
material interest of the stockholder in such bussnév) a description of any agreement, arrangeremtderstanding with respect to the
nomination or proposal and/or the voting of shafesny class or series of stock of the Corporalietween or among the stockholder giving
the notice, the beneficial owner, if any, on whbebalf the proposal is made, any of their respedfiiliates or associates and/or any others
acting in concert with any of the foregoing (cotleely, "proponent persons"); (vi) a descriptionamfy agreement, arrangement or
understanding (including without limitation any éxct to purchase or sell, acquisition or graramf option, right or warrant to purchase or
sell, swap or other instrument) the intent or dffdavhich may be (x) to transfer to or from angponent person, in whole or in part, any of
the economic consequences of ownership of any isgofithe Corporation, (y) to increase or decrethgevoting power of any proponent
person with respect to shares of any class orssefistock of the Corporation and/or (z) to provéaey proponent person, directly or
indirectly, with the opportunity to profit or shaireany profit derived from, or to otherwise beneftonomically from, any increase or
decrease in the value of any security of the Capmm; (vii) a representation that that the stod#tbointends to appear in person or by proxy
at the meeting to propose such business or normmatnd (viii) a representation whether the stotdéioor the beneficial owner, if any,
intends or is part of a group which intends (Apidiver a proxy statement and/or form of proxy tdders of at least a percentage of the
Corporation's outstanding capital stock requiredgprove or adopt the proposal to elect the nomanekéor (B) otherwise to solicit proxies
from stockholders in support of such proposal animation. Notwithstanding anything in these By-lawwghe contrary, no business shall be
conducted at an annual meeting except in accordaitcehe procedures set forth in this section awith respect to nomination of directors,
Section 5 of Article Ill. The presiding officer ah annual meeting shall, if the facts warrant, mheitge and declare to the meeting that busi
was not properly brought before the meeting arattordance with the provisions of this sectiofiiegifor she should so determine, he or she
shall so declare to the meeting and any such bssimat properly brought before the meeting shdlbedaransacted. For purposes of this
section, "public announcement" shall mean disclsua press release reported by Dow Jones Newgc&gAssociated Press or a
comparable national news service. Notwithstandiregforegoing provisions of this Section 11, a shadéter shall also comply with all
requirements of the Securities Exchange Act of 1834mended (the "Exchange Act") and the rulegegulations thereunder with respect
to the matters set forth in this Section 11, predichowever, that any reference in these By-LawkddExchange Act or the rules and
regulations promulgated thereunder are not intenol@thd shall not limit any requirements applicabl@roposals as to any other business to
be considered pursuant to this By-Law.
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ARTICLE 1l

DIRECTORS

Section 1. General Powers. The business and affbire Corporation shall be managed by or undedtrection of the Board of Directors.
addition to such powers as are herein and in timéfiCate of Incorporation expressly conferred upprthe Board of Directors shall have and
may exercise all the powers of the Corporationjestitio the provisions of the laws of Delaware, @extificate of Incorporation and these By-
laws.

Section 2. Number, Election and Term of Office. Tluenber of directors which constitute the entir@Bbof Directors of the Corporation
shall be nine (9), and the Directors shall be ekbeind shall hold office only in the manner prodidethese By-laws, except as otherwise
provided in the Certificate of Incorporation and/auly authorized certificate of designation. Exicap provided in Section 4 of this
ARTICLE, each director shall be elected by the \aftthe majority of the votes cast (where the nundferotes cast "for" a director exceeds
the number of votes cast "against" that directatf) wespect to the directors at any meeting foraleetion of directors at which a quorum is
present, provided that, if the number of nomineezeds the number of directors to be elected, itleetdrs shall be elected by a plurality of
the shares represented in person or by proxy asacty meeting and entitled to vote on the eleatfodirectors.

Section 3. Resignation. Any Director may resigarat time upon written notice to the CorporationeThovernance and Strategy Committee
has established procedures that govern the resmignaocess for a director who has failed to betekin accordance with the requirement
Section 2. Such director shall offer to tenderdrier resignation to the Board of Directors, whigh then act on the recommendation of the
Governance and Strategy Committee whether to accepfect the resignation. The Board of Directwits publicly disclose its decision and
rationale within 90 days from the date of the dedtion of the election results.

Section 4. Vacancies. Vacancies and newly createdtdrships resulting from any increase in thaltaumber of Directors may be filled o1
in the manner provided in the Certificate of Inamation.

Section 5. Nominations.

(a) Subject to any duly authorized certificate e$ignation, only persons who are nominated in aesare with the procedures set forth in
these By-laws shall be eligible to serve as Dinectblominations of persons for election to the BloafrDirectors of the Corporation may be
made at a meeting of stockholders (i) by or atdinection of the Board of Directors or

(i) by any stockholder of the Corporation who veastockholder of record at the time of giving ofio®e provided for in this Section 5 and at
the time of the meeting, who is entitled to votegally in the election of Directors at the meetamgl who shall have complied with the
notice procedures set forth below in Section 5(b).
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(b) In order for a stockholder to nominate a perfaorelection to the Board of Directors of the Cangition at a meeting of stockholders, such
stockholder shall have delivered timely notice wéts stockholder's intent to make such nominationriting to the secretary of the
Corporation. To be timely, a stockholder's noticallsbe delivered to or mailed and received atatiecipal executive offices of the
Corporation (i) in the case of an annual meetingl@ss than 60 nor more than 90 days prior tditeeanniversary of the preceding year's
annual meeting; provided, however, that in the etleat the date of the annual meeting is changetidg than 30 days from such
anniversary date or in the event of the first ahmugeting, notice by the stockholder to be timelystrbe so received not later than the clo:
business on the 10th day following the earliehef day on which notice of the date of the meetiag mailed or public disclosure of the
meeting was made, and

(i) in the case of a special meeting at which Blioes are to be elected, not later than the clb®eisiness on the 10th day following the ea
of the day on which notice of the date of the nrgptiias mailed or public disclosure of the meetimg wade. In no event shall any
adjournment or postponement of an annual meetiiggoannouncement thereof commence a new timedof@raextend any time period) for
the giving of a stockholder's notice as descrildsal/a. Such stockholder's notice shall set fortlgijo each person whom the stockholder
proposes to nominate for election as a Directesuah meeting all information relating to such parat is required to be disclosed in
solicitations of proxies for election of Directors, is otherwise required, in each case pursuaRetulation 14A under the Exchange Act
(including such person's written consent to beiaged in the proxy statement as a nominee and ¥imgeas a Director if elected); (ii) as to
the stockholder giving the notice (A) the name address, as they appear on the Corporation's bobkach stockholder and (B) the class or
series and number of shares of the Corporationtwduie, directly or indirectly, beneficially owneg buch stockholder and also which are
owned of record by such stockholder; (iii) as te tieneficial owner, if any, on whose behalf the imation is made, (A) the name and add
of such person and (B) the class or series and euoflshares of the Corporation which are, directlyndirectly, beneficially owned by such
person; (iv) a description of any agreement, areamgnt or understanding with respect to the nononaiir proposal and/or the voting of
shares of any class or series of stock of the Gatjpm between or among the stockholder givingnibiice, the beneficial owner, if any, on
whose behalf the proposal is made, any of thepaetive affiliates or associates and/or any propbpersons; and (v) a description of any
agreement, arrangement or understanding (includitigout limitation any contract to purchase or satiquisition or grant of any option, ri¢
or warrant to purchase or sell, swap or other imsént) the intent or effect of which may be (x}rensfer to or from any proponent person, in
whole or in part, any of the economic consequen€esvnership of any security of the Corporatior), tfyincrease or decrease the voting
power of any proponent person with respect to shafany class or series of stock of the Corponagiad/or (z) to provide any proponent
person, directly or indirectly, with the opportynib profit or share in any profit derived from, torotherwise benefit economically from, any
increase or decrease in the value of any securityeoCorporation. A stockholder providing notideagproposed nomination for election to
Board or other business proposed to be broughtdefoneeting (whether given pursuant to this Sedtibor Section 5 of Article 111) shall
update and supplement such notice from time to torihe extent necessary so that the informatiorided or required to be provided in s
notice shall be true and correct as of the recatd tbr the meeting and as of the date that isal/s grior to the meeting or any adjournmet
postponement thereof, such update and supplement
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shall be delivered in writing to the secretaryte principal executive offices of the Corporatian kater than 5 days after the record date for
the meeting (in the case of any update and suppierequired to be made as of the record date)nanthter than 10 days prior to the date
the meeting or any adjournment or postponemengdtti€¢in the case of any update and supplementnedjto be made as of 15 days prior to
the meeting or any adjournment or postponemenettiprThe Corporation may require any proposed nemio furnish such other
information as it may reasonably require to detamthe eligibility of such proposed nominee to eeas a director of the Corporation. At the
request of the Board of Directors, any person nateith by the Board of Directors for election as ge€tor shall furnish to the secretary of the
Corporation that information required to be setion a stockholder's notice of nomination whichtams to the nominee.

(c) Subject to any duly authorized certificate efignation, no person shall be eligible to serva Bgrector of the Corporation unless
nominated in accordance with the procedures s#t fioithis Section 5 or

Section 4 above. The chairman of the meeting sifitie facts warrant, determine and declare tontleeting that a nomination was not made
in accordance with the procedures prescribed tsystadtion, and if he or she should so determiney lsbe shall so declare to the meeting and
the defective nomination shall be disregarded.o&ldtolder seeking to nominate a person to senaelisector must also comply with all
applicable requirements of the Exchange Act, aedties and regulations thereunder with respetttdanatters set forth in this section.

Section 6. Annual Meetings. The annual meetindnefBoard of Directors shall be held without othetice than this By-law immediately
after, and at the same place as, the annual meststgckholders.

Section 7. Other Meetings and Notice. Regular mgstiother than the annual meeting, of the Boafi@ctors may be held without notice
at such time and at such place as shall from tonierte be determined by resolution of the Boar®wéctors. Special meetings of the Board
of Directors may be called by the chairman of tbarl, the chief executive officer (if the chief emsive officer is a Director) or, upon the
written request of at least a majority of the Diogs then in office, the secretary of the Corparatn at least 24 hours notice to each Dire
either personally, by telephone, by mail or bydefgy (notice by mail shall be deemed deliveredyaddter deposit in the U.S. mail).

Section 8. Chairman of the Board. The Board of @o&s shall elect, by the affirmative vote of a ardy of the total number of Directors th

in office, a chairman of the board, who shall pilesit all meetings of the stockholders and Boafdigctors at which he or she is present.
The chairman of the board shall lead all meetirfgh@stockholders and Board of Directors at whielor she is present and shall serve on
and lead appropriate committees as reasonably sexfliby the Board of Directors, set meeting scle=dahd agendas, manage information
flow to the Board of Directors to assure appropriaderstanding of and discussion regarding matfdérgerest or concern to the Board of
Directors, make himself or herself available to @wporation, as appropriate, attend external mgetand presentations, as appropriate, and
have such additional powers and perform such axhditiduties as the Board of Directors may from ttméme prescribe. If the chairman of
the board ceases to serve in such capacity, tleeBdhrd of Directors shall elect, by the affirmatixote
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of a majority of the total number of Directors tharoffice, a successor chairman of the board &adl designate such person as either an
executive chairman of the board or a non-executiharman of the board, in its discretion. If thaichhan of the board is not present at a
meeting of the stockholders or the Board of Dires;tthe chief executive officer (if the chief exéea officer is a Director and is not also the
chairman of the board) shall preside at such mgeéind, if the chief executive officer also is po¢sent at such meeting, a majority of the
Directors present at such meeting shall elect érieeir members to so preside.

Section 9. Quorum, Required Vote and Adjournmenmajority of the total number of Directors theroiffice shall constitute a quorum for
the transaction of business. Unless by expressgioovof an applicable law, the Certificate of Ingoration or these By-laws a different vote
is required, the vote of a majority of Directorggent at a meeting at which a quorum is preselfittehthe act of the Board of Directors. If a
qguorum shall not be present at any meeting of i@ of Directors, the Directors present thereat adjourn the meeting from time to time,
without notice other than announcement at the mggtintil a quorum shall be present.

Section 10. Committees. The Board of Directors rigyresolution passed by a majority of the totahber of Directors then in office,
designate one or more committees, each committeensist of one or more of the Directors of thef@oation, which to the extent provided
in such resolution or these By-laws shall have, mag exercise, the powers of the Board of Direcitotie management and affairs of the
Corporation, except as otherwise limited by lawe Board of Directors may designate one or morediors as alternate members of any
committee, who may replace any absent or disqadlifitember at any meeting of the committee. ThedogDirectors will endeavor to
ensure that each member of any such committeesatibfy the applicable independence requiremendgmpfstock exchange upon which the
Corporation's securities are then listed; providedever, that any failure or alleged failure tdsfatsuch independence requirements sha
affect the validity of any decision made or actiaken by such committee. Such committee or comestshall have such name or names as
may be determined from time to time by resolutidofed by the Board of Directors. Each committesl &eep regular minutes of its
meetings and report the same to the Board of Qireatpon request.

Section 11. Committee Rules. Each committee oBiberd of Directors may fix its own rules of procegland shall hold its meetings as
provided by such rules, except as may otherwigertwéided by a resolution of the Board of Directdesignating such committee. Unless
otherwise provided in such a resolution, the presenf at least a majority of the members of themittee shall be necessary to constitute a
quorum. Unless otherwise provided in such a remwluin the event that a member and that membieshate, if alternates are designated by
the Board of Directors, of such committee is oraseent or disqualified, the member or membersetigresent at any meeting and not
disqualified from voting, whether or not such memébemembers constitute a quorum, may unanimoyghpiat another member of the
Board of Directors to act at the meeting in platary such absent or disqualified member.

Section 12. Communications Equipment. Members @Bbard of Directors or any committee thereof mastipipate in and act at any
meeting of such board or committee through theofiseconference telephone or other communicatigngpenent by means of which all
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persons participating in the meeting can hear pedlswith each other, and participation in the imnggbursuant to this section shall consti
presence in person at the meeting.

Section 13. Waiver of Notice and Presumption ofelsAny member of the Board of Directors or angnauttee thereof who is present at a
meeting shall be conclusively presumed to have &hnotice of such meeting except when such menttesrds for the express purpose of
objecting at the beginning of the meeting to tla@saction of any business because the meeting lawailly called or convened. Such
member shall be conclusively presumed to have s=ém any action taken unless his or her disdealt be entered in the minutes of the
meeting or unless his or her written dissent tdvsaation shall be filed with the person actingtesgecretary of the meeting before the
adjournment thereof or shall be forwarded by reget mail to the secretary of the Corporation imiattetly after the adjournment of the
meeting. Such right to dissent shall not applyrtp member who voted in favor of such action.

Section 14. Action by Written Consent. Unless atfige restricted by the Certificate of Incorporatiany action required or permitted to be
taken at any meeting of the Board of Directorsfaainy committee thereof, may be taken without &ting if all members of such board or
committee, as the case may be, consent theretatingy and the writing or writings are filed withe minutes of proceedings of the board or
committee.

ARTICLE IV

OFFICERS

Section 1. Number. The officers of the Corporagball be elected by the Board of Directors andlstwasist of a chairman of the board, a
chief executive officer, a president, one or maoeapresidents, a secretary, a chief financiakeffiand such other officers and assistant
officers as may be deemed necessary or desiralifeeliyoard of Directors. Notwithstanding the foriegp the Board of Directors may from
time to time designate the chairman of the boara "an-executive chairman of the board," in whielse such person will not be an officer
of the Corporation but will otherwise have all bétduties and responsibilities of the chairmarheflioard hereunder except as otherwise
determined by the Board of Directors. Any numbeoffites may be held by the same person, exceph#ither the chief executive officer
nor the president shall also hold the office ofre&ry. In its discretion, the Board of Directorayncthoose not to fill any office for any period
as it may deem advisable, except that the offi€¢ggasident and secretary shall be filled as exprdily as possible.

Section 2. Election and Term of Office. The officef the Corporation shall be elected annuallyh®yBoard of Directors at its first meeting
held after each annual meeting of stockholders@oan thereafter as convenient. Vacancies maiidu dér new offices created and filled at
any meeting of the Board of Directors. Each offiskall hold office until a successor is duly eldcéad qualified or until his or her earlier
death, resignation or removal as hereinafter pexid
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Section 3. Removal. Any officer or agent electedhi®/Board of Directors may be removed by the Badidirectors at its discretion, but
such removal shall be without prejudice to the mitrights, if any, of the person so removed.

Section 4. Vacancies. Any vacancy occurring in effige because of death, resignation, removal,udibification or otherwise may be filled
by the Board of Directors.

Section 5. Compensation. Compensation of all exexwufficers shall be approved by the Board of Blioes, and no officer shall be preven
from receiving such compensation by virtue of hisier also being a Director of the Corporation;yisted however, that compensation of all
executive officers may be determined by a commitgablished for that purpose if so authorizedhgyunanimous vote of the Board of
Directors.

Section 6. Chairman of the Board. The chairmamefttoard shall preside at all meetings of the $tolclers and the Board of Directors and
shall have such other powers and perform such diiltézs as may be prescribed to him or her by therd@®of Directors or provided in these
By-laws.

Section 7. Chief Executive Officer. The chief extdoel officer shall have the powers and performdbées incident to that position. Subjec
the powers of the Board of Directors and the chairrof the board, the chief executive officer shalin the general and active charge of the
entire business and affairs of the Corporation,strall be its chief policy making officer. The chixecutive officer shall have such other
powers and perform such other duties as may bernived by the Board of Directors or provided ingbdy-laws. The chief executive officer
is authorized to execute bonds, mortgages and otimracts requiring a seal, under the seal oCihioration, except where required or
permitted by law to be otherwise signed and execatel except where the signing and execution tfistendl be expressly delegated by the
Board of Directors to some other officer or agdithe Corporation. Whenever the president is untbkerve, by reason of sickness, absence
or otherwise, the chief executive officer, if afdient person, shall perform all the duties angoasibilities and exercise all the powers of the
president.

Section 8. The President. The president of the @atn shall, subject to the powers of the BodrDicectors, the chairman of the board and
the chief executive officer, have general chargthefbusiness, affairs and property of the Corpamagnd control over its officers, agents
employees. The president shall see that all omleisesolutions of the Board of Directors are edrinto effect. The president is authorize
execute bonds, mortgages and other contracts megjairseal, under the seal of the Corporation, gxebere required or permitted by law to
be otherwise signed and executed and except whergdning and execution thereof shall be expretsliggated by the Board of Directors to
some other officer or agent of the Corporation. president shall have such other powers and persoch other duties as may be prescribed
by the chairman of the board, the chief executifiear, the Board of Directors or as may be prodide these By-laws.

Section 9. Vice Presidents. The vice presidenif,tbere shall be more than one, the vice presglenthe order determined by the Board of
Directors and the chief executive officer (if hestie is then available), shall, in the absencasability of the president, act with all
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of the powers and be subject to all the restrictiofithe president. The vice presidents shall péséorm such other duties and have such othert
powers as the Board of Directors, the chairmamettoard, the chief executive officer, the presiderihese By-laws may, from time to time,
prescribe. The vice presidents may also be desidras executive vice presidents or senior vicageats, as the Board of Directors may fi
time to time prescribe.

Section 10. The Secretary and Assistant Secretdiessecretary shall attend all meetings of tharBof Directors, all meetings of the
committees thereof and all meetings of the stoakdrsl and record all the proceedings of the meetingdook or books to be kept for that
purpose or shall ensure that his or her desigrieadst each such meeting to act in such capacityetdihe chairman of the board's
supervision, the secretary shall give, or caudeetgiven, all notices required to be given by tH&gdaws or by law; shall have such powers
and perform such duties as the Board of Directbeschairman of the board, the chief executiveceffithe president or these By-laws may,
from time to time, prescribe; and shall have cugtofithe corporate seal of the Corporation. Theetacy, or an assistant secretary, shall have
authority to affix the corporate seal to any instamt requiring it and when so affixed, it may bested by his or her signature or by the
signature of such assistant secretary. The Boabirettors may give general authority to any othificer to affix the seal of the Corporation
and to attest the affixing by his or her signatdifee assistant secretary, or if there be more ¢iman any of the assistant secretaries, shall |
absence or disability of the secretary, performdimges and exercise the powers of the secretahghall perform such other duties and have
such other powers as the Board of Directors, tladrictan of the board, the chief executive offichg president, or the secretary may, from
time to time, prescribe.

Section 11. The Chief Financial Officer. The cHig&ncial officer shall have the custody of thepmmate funds and securities; shall keep full
and accurate all books and accounts of the Coiiparas shall be necessary or desirable in accoedaith applicable law or generally
accepted accounting principles; shall deposit alhies and other valuable effects in the name atigeteredit of the Corporation as may be
ordered by the chairman of the board or the Bo&lir@ctors; shall cause the funds of the Corporatd be disbursed when such
disbursements have been duly authorized, takinggsreouchers for such disbursements; and shaleraodhe Board of Directors, at its
regular meeting or when the Board of Directorseguires, an account of the Corporation; shall lsa powers and perform such duties as
the Board of Directors, the chairman of the bod#rd,chief executive officer, the president or thBgdaws may, from time to time, prescribe.
If required by the Board of Directors, the chiefdncial officer shall give the Corporation a bownthich shall be rendered every six years) in
such sums and with such surety or sureties as lshalhtisfactory to the Board of Directors for thiéhful performance of the duties of the
office of chief financial officer and for the resttion to the Corporation, in case of death, restign, retirement or removal from office of all
books, papers, vouchers, money and other propéripatever kind in the possession or under therobof the chief financial officer
belonging to the Corporation.

Section 12. Other Officers, Assistant Officers &agbnts. Officers, assistant officers and agen@nyf, other than those whose duties are
provided for in these By-laws, shall have such arityr and perform such duties as may from timartetbe prescribed by resolution of the
Board of Directors.
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Section 13. Absence or Disability of Officers. hetcase of the absence or disability of any offafehe Corporation and of any person hei
authorized to act in such officer's place duringrsafficer's absence or disability, the Board afddtors may by resolution delegate the
powers and duties of such officer to any otherceffior to any Director, or to any other persondeltby it.

ARTICLE V

INDEMNIFICATION

Section 1. Procedure for Indemnification. Any indefication of a Director or officer of the Corpoiat or advance of expenses under Set

2 of ARTICLE NINE of the Certificate of Incorporati shall be made promptly, and in any event witoity-five days (or, in the case of an
advance of expenses, twenty days), upon the wrigtgunest of the Director or officer. If a deterntina by the Corporation that the Directol
officer is entitled to indemnification pursuantARTICLE NINE of the Certificate of Incorporation isquired, and the Corporation fails to
respond within sixty days to a written requestifisiemnity, the Corporation shall be deemed to tepmoved the request. If the Corporation
denies a written request for indemnification oraube of expenses, in whole or in part, or if paynifull pursuant to such request is not
made within forty-five days (or, in the case ofaivance of expenses, twenty days), the right termmdfication or advances as granted by
ARTICLE NINE of the Certificate of Incorporation alhbe enforceable by the Director or officer iryamurt of competent jurisdiction. Such
person's costs and expenses incurred in connestibrsuccessfully establishing his or her rightrtdemnification, in whole or in part, in any
such action shall also be indemnified by the Caapon. It shall be a defense to any such actionttieaclaimant has not met the standards of
conduct which make it permissible under the Delanaeneral Corporation Law for the Corporation weimnify the claimant for the amount
claimed, but the burden of such defense shall @ Corporation. The procedure for indemnificatidrother employees and agents for
whom indemnification is provided pursuant to Settoof ARTICLE NINE of the Certificate of Incorpdian shall be the same procedure set
forth in this

Section 1 for Directors or officers, unless otheeet forth in the action of the Board of Direstproviding indemnification for such
employee or agent.

Section 2. Insurance. The Corporation may purchagamaintain insurance on its own behalf and oralbeth any person who is or was a
Director, officer, employee, partner, member, mamagustee, fiduciary or agent of the Corporatiora wholly owned subsidiary of the
Corporation or was serving at the request of then@uation or a wholly owned subsidiary of the Cagiimon as a Director, officer, employee,
partner, member, manager, trustee, fiduciary ontagieanother corporation, partnership, joint veaflimited liability company, trust or oth
entity or enterprise against any expense, liabilitjoss asserted against him or her and incuryedrh or her in any such capacity, whethe
not the Corporation would have the power to inddynsiich person against such expenses, liabilitpgs under the Delaware General
Corporation Law.

Section 3. Reliance. Persons who after the datieeohdoption of this provision become or remaireBtiors or officers of the Corporation or
who, while a Director or officer of the Corporatjdrecome or remain a Director, officer, employeagent of a subsidiary, shall
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be conclusively presumed to have relied on thesighindemnity, advance of expenses and othetsrigintained in ARTICLE NINE of the
Certificate of Incorporation in entering into omtimuing such service. The rights to indemnificatand to the advance of expenses conferred
in ARTICLE NINE of the Certificate of Incorporaticshall apply to claims made against an indemnitiséng out of acts or omissions which
occurred or occur both prior and subsequent t@atloption hereof.

Section 4. Vesting of Indemnification and Advané&rpenses. The rights to indemnification and ®dldvance of expenses conferred in
ARTICLE NINE of the Certificate of Incorporation al (i) vest at the time that such person becambé@ector, officer or employee of the
Corporation or a wholly owned subsidiary of the @wation or, while a Director, officer or employefethe Corporation or a wholly owned
subsidiary of the Corporation, became at the retiqpfethe Corporation or a wholly owned subsidiafyte Corporation a Director, officer,
employee, partner, member, manager, trustee, &dpoir agent of another corporation or of a paghigr, joint venture, limited liability
company, trust or other entity or enterprise, idolg service with respect to an employee benédim if the Corporation and (ii) continue a
such person even though he or she may have ceabedatDirector, officer or employee of the Corpioraor a wholly owned subsidiary of
the Corporation or a Director, officer, employeartper, member, manager, trustee, fiduciary or ageanother corporation or of a
partnership, joint venture, limited liability compga trust or other entity or enterprise, includsegvice with respect to an employee benefit
plan of the Corporation.

Section 5. Non-Exclusivity of Rights. The rightsinalemnification and to the advance of expensefecmd in ARTICLE NINE of the
Certificate of Incorporation shall not be exclusofeany other right which any person may have eeafer acquire under this Certificate or
under any statute, by-law, agreement, vote of $tolclers or disinterested Directors or otherwise.

ARTICLE VI

CERTIFICATES OF STOCK

Section 1. Form and Transfer.

(a) The shares of capital stock of the Corporasioall be represented by a certificate, providedttrmBoard of Directors of the Corporation
may adopt a resolution permitting shares to benificated. Each such share of capital stock maisbeed in book-entry form and otherwise
eligible for registration under a direct registoatisystem.

(b) Notwithstanding the adoption of any such resofuproviding for uncertificated shares, everydeslof capital stock in the Corporation
shall be entitled to have a certificate, signeddnjin the name of the Corporation by the chairoiiihe board, the chief executive officer or
the president and the secretary or an assistargtagcof the Corporation, certifying the numbesbéres owned by such holder in the
Corporation. If such a certificate is countersig(ig¢dhy a transfer agent or an assistant trangfentother than the Corporation or its emplc
or (ii) by a registrar, other than the Corporatiorits employee, the signature of any such chairofdahe board, chief executive officer,
president, secretary or assistant secretary
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may be facsimiles. In case any officer or officet® have signed, or whose facsimile signaturegmagures have been used on, any such
certificate or certificates shall cease to be suftiber or officers of the Corporation whether besa of death, resignation or otherwise before
such certificate or certificates have been deliddng the Corporation, such certificate or certifiisamay nevertheless be issued and delivered
as though the person or persons who signed sutifica¢e or certificates or whose facsimile sigrrator signatures have been used thereon
had not ceased to be such officer or officers efGlrporation. All certificates for shares shalldo@asecutively numbered or otherwise
identified. The name of the person to whom theehaepresented thereby are issued, with the nuailsérares and date of issue, shall be
entered on the books of the Corporation.

(c) Shares of capital stock of the Corporation espnted by certificates shall only be transfermethe books of the Corporation by the holder
of record thereof or by such holder's attorney @ulthorized in writing, upon surrender to the Cogpion of the certificate or certificates for
such shares endorsed by the appropriate persarsogs, with such evidence of the authenticityuchsendorsement, transfer, authorization
and other matters as the Corporation may reasomaplyre, and accompanied by all necessary stacisfier stamps. In that event, it shall be
the duty of the Corporation to issue a new cegiBido the person entitled thereto, cancel theeiftficate or certificates and record the
transaction on its books. Each such new certifieallebe registered in such name as is requestetidyolder of the surrendered certificate
and shall be substantially identical in form to suerendered certificate. In the case of uncedtiéid shares of capital stock of the Corporation,
transfer shall be made only upon receipt of trandéeumentation reasonably acceptable to the Catipor The Board of Directors may
appoint a bank or trust company organized undelathie of the United States or any state thereattas its transfer agent or registrar, or
both in connection with the transfer of any classeries of securities of the Corporation.

Section 2. Lost Certificates. The Board of Direstoray direct a new certificate or certificates ¢odsued in place of any certificate or
certificates previously issued by the Corporatildeged to have been lost, stolen or destroyed, tipemaking of an affidavit of that fact by
the person claiming the certificate of stock tdds, stolen or destroyed. When authorizing sushésof a new certificate or certificates, the
Corporation may, in its discretion and as a coadiprecedent to the issuance thereof, requiremepoof such lost, stolen or destroyed
certificate or certificates, or his or her leggimesentative, to give the Corporation a bond siefficto indemnify the Corporation against any
claim that may be made against the Corporationcenunt of the loss, theft or destruction of anyrscertificate or the issuance of such new
certificate.

Section 3. Fixing a Record Date for Stockholder tifggs. In order that the Corporation may deterntiveestockholders entitled to notice ol

to vote at any meeting of stockholders or any adijment thereof, the Board of Directors may fix earel date, which record date shall not
precede the date upon which the resolution fixiregrecord date is adopted by the Board of Directord which record date shall not be more
than 60 nor less than 10 days before the dateobf sieeting. If no record date is fixed by the Boafr@®irectors, the record date for
determining stockholders entitled to notice of@wote at a meeting of stockholders shall be theecbf business on the next day preceding
the day on which notice is first given. A deterntioa of stockholders of record entitled to notidento vote at a meeting of stockholders

-14-



shall apply to any adjournment of the meeting; jmtest, however, that the Board of Directors mayefirew record date for the adjourned
meeting.

Section 4. Fixing a Record Date for Other Purpolsesrder that the Corporation may determine toeldtolders entitled to receive payment
of any dividend or other distribution or allotmemtany rights or the stockholders entitled to eiserany rights in respect of any change,
conversion or exchang# stock, or for the purposes of any other lawfttlan, the Board of Directors may fix a record dathich record dat
shall not precede the date upon which the resalditking the record date is adopted, and which reéctate shall be not more than 60 days
less than 10 days prior to such action. If no rédate is fixed, the record date for determinirggisholders for any such purpose shall be at
the close of business on the day on which the BoiRIrectors adopts the resolution relating theret

Section 5. Registered Stockholders. Prior to tlieeader to the Corporation of the certificate atifieates for a share or shares of stock w
request to record the transfer of such share geshthe Corporation may treat the registered owséehe person entitled to receive dividends,
to vote, to receive notifications and otherwisexercise all the rights and powers of an owner. Cagoration shall not be bound to
recognize any equitable or other claim to or irgene such share or shares on the part of any p#rson, whether or not it shall have express
or other notice thereof.

Section 6. Subscriptions for Stock. Unless otheswiovided for in the subscription agreement, stjpsons for shares shall be paid in full at
such time, or in such installments and at suchdjras shall be determined by the Board of Directdny call made by the Board of Directors
for payment on subscriptions shall be uniform aaltshares of the same class or as to all shdithe same series. In case of default in the

payment of any installment or call when such payn®edue, the Corporation may proceed to colleetainount due in the same manner as

any debt due the Corporation.

ARTICLE VII

GENERAL PROVISIONS

Section 1. Dividends. Dividends upon the capitatktof the Corporation, subject to the provisiohthe Certificate of Incorporation, if any,
may be declared by the Board of Directors at agyleg or special meeting, in accordance with applie law. Dividends may be paid in ce

in property or in shares of the capital stock, eabfo the provisions of the Certificate of Incotgiton. Before payment of any dividend, there
may be set aside out of any funds of the Corparatiailable for dividends such sum or sums as ihecrs from time to time, in their
absolute discretion, think proper as a reservesgmes to meet contingencies, or for equalizinglends, or for repairing or maintaining any
property of the Corporation, or any other purpase the Directors may modify or abolish any sucleres in the manner in which it was
created.

Section 2. Checks, Drafts or Orders. All checkaftdror other orders for the payment of money bipdhe Corporation and all notes and
other evidences of indebtedness issued in the oathe Corporation shall be signed by such offmeofficers, agent or agents
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of the Corporation, and in such manner, as shadldbermined by resolution of the Board of Directors duly authorized committee thereof.

Section 3. Contracts. In addition to the powerentlise granted to officers pursuant to ARTICLE Idréof, the Board of Directors may
authorize any officer or officers, or any agenagents, of the Corporation to enter into any catato execute and deliver any instrumel
the name of and on behalf of the Corporation, areth siuthority may be general or confined to spedifstances.

Section 4. Fiscal Year. The fiscal year of the @oagion shall be fixed by resolution of the Boafdirectors.

Section 5. Corporate Seal. The Board of Directoay provide a corporate seal which shall be in tdimfof a circle and shall have inscribed
thereon the name of the Corporation and the wdtadsporate Seal, Delaware." The seal may be useaising it or a facsimile thereof to be
impressed or affixed or reproduced or otherwise.

Section 6. Voting Securities Owned By Corporatidating securities in any other Corporation heldthg Corporation shall be voted by the
chief executive officer, the president or a vicegient, unless the Board of Directors specificatigfers authority to vote with respect
thereto, which authority may be general or confiteedpecific instances, upon some other persoiffieen Any person authorized to vote
securities shall have the power to appoint proxiéth general power of substitution.

Section 7. Inspection of Books and Records. Thedo&Directors shall have power from time to titbedetermine to what extent and at
what times and places and under what conditiong@gulations the accounts and books of the Corjporadr any of them, shall be open to
the inspection of the stockholders; and no stoadrothall have any right to inspect any accoutiomk or document of the Corporation,
except as conferred by the laws of the State cAWate, unless and until authorized so to do byluéisa of the Board of Directors or of the
stockholders of the Corporation.

Section 8. Section Headings. Section headingseisetBy-laws are for convenience of reference omtlyshall not be given any substantive
effect in limiting or otherwise construing any pigien herein.

Section 9. Inconsistent Provisions. In the eveat &my provision of these By-laws is or becomesmststent with any provision of the
Certificate of Incorporation, the General CorparatLaw of the State of Delaware or any other applie law, the provision of these By-laws
shall not be given any effect to the extent of smclonsistency but shall otherwise be given futtéand effect.

Section 10. Notices. All notices referred to hegiall be in writing, shall be delivered personalhby first class mail, postage prepaid, and
shall be deemed to have been given when so ddlivermailed to the Corporation at its principal @xtéve offices and to any stockholder at
such holder's address as it appears in the stookd® of the Corporation (unless otherwise spetifiea written notice to the Corporation by
such holder).
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ARTICLE VI

AMENDMENTS

In furtherance and not in limitation of the poweomferred by statute, the Board of Directors of@weporation is expressly authorized to
make, alter, amend, change, add to or repeal Byedaws by the affirmative vote of a majority ofethotal number of Directors then in office.
Any alteration or repeal of these By-laws by thackholders of the Corporation shall require théafitive vote of a majority of the

outstanding shares of the Corporation entitledote wn such alteration or repeal.
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Exhibit 12.1

Pretax income (loss) from operations:
Net income (I0SS).......ccvvvecvieeiiiieennins
Add income tax exXpense...........ccovveeeennnen.
Add discontinued operations......................

Pretax income from operations.................

Add fixed charges:
Interest expense on corporate debt...............
Interest expense on investment borrowings........

Interest added to policyholder account balances .

Portion of rental (2)........cccceeevveernnnnn.

Fixed charges.......cccccoevvvveeviveeennnnn,

(a) Interest portion of rental is estimated t

Computation of Ratio of Earnings to Fixed Charges

(Dollars in millions)

Three month
ended
March 31,
2009

o be 33 percent.

Year ended
December 31,
2008

$(1,132.3)
413.3
722.7



Exhibit 31.1

CERTIFICATION
I, C. James Prieur, certify that:
1. I have reviewed this quarterly report on ForraQ6f Conseco, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or donftate a material fact necessary in
order to make the statements made, in light ottf@mstances under which such statements were,matimisleading with respect to the
period covered by this report;

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

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psent; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@gmifiole in the registrant's internal
control over financial reporting.

Date: May 12, 2009

/sl C. James Prieur

C. Janes Prieur
Chi ef Executive Oficer



Exhibit 31.2

CERTIFICATION
I, Edward J. Bonach, certify that:
1. I have reviewed this quarterly report on ForraQ6f Conseco, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or donftate a material fact necessary in
order to make the statements made, in light ottf@mstances under which such statements were,matimisleading with respect to the
period covered by this report;

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

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psent; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@gmifiole in the registrant's internal
control over financial reporting.

Date: May 12, 2009

/'s/ Edward J. Bonach

Edward J. Bonach, Executive Vice President
and Chief Financial Oficer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Consédno, (the "Company") on Form 10-Q for the periodieg March 31, 2009 as filed with
the Securities and Exchange Commission on thelgatof (the "Report"), I, C. James Prieur, Chieé&xive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agpsstbpursuant to Section 906 of the Sarbanes-OGxepf 2002, that to my actual
knowledge:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

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

/sl C. James Prieur

C. Janes Prieur
Chi ef Executive Oficer
May 12, 2009

A signed original of this written statement reqdit®y Section 906 has been provided to Consecoamtwill be retained by Conseco, Inc.
and furnished to the Securities and Exchange Cosionisipon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Consédno, (the "Company") on Form 10-Q for the periodieg March 31, 2009 as filed with
the Securities and Exchange Commission on thelgatof (the "Report"), |, Edward J. Bonach, ExeaiWice President and Chief Financial
Officer of the Company, certify, pursuant to 18 WL SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that to my actual knowledge:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

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

/sl Edward J. Bonach

Edward J. Bonach
Executive Vice President and Chief Financial Oficer
May 12, 2009

A signed original of this written statement reqdit®y Section 906 has been provided to Consecoamtwill be retained by Conseco, Inc.
and furnished to the Securities and Exchange Cosiomsipon reques



