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PART I
ITEM 1. BUSINESS OF CONSECO.
Conseco, Inc. ("we", "Conseco", or the "Company") is a financial services holding company with subsidiaries operating throughout the United States. Our insurance subsidiaries develop, market and administer supplemental health insurance, annuity, individual life insurance and other insurance products. We are one of the largest life and health insurance companies in America, with over $5.5 billion of annual premium and asset accumulation product collections during 2001 (excluding discontinued lines of business) and more than $24 billion of insurance related investments at December 31, 2001. Our finance subsidiaries originate, securitize and service manufactured housing, home equity and retail credit extension. Conseco Finance Corp. ("Conseco Finance"), our subsidiary, is one of America's largest consumer finance companies, with leading market positions in manufactured housing lending, retail home equity mortgages, home improvement loans and private label credit cards. At December 31, 2001, we had managed finance receivables of $43.0 billion. We are currently in the process of exiting the major medical insurance business as well as reducing the size of our floorplan lending business. Conseco's operating strategy is to grow its business by focusing its resources on the development and expansion of profitable products and strong distribution channels, to seek to achieve superior investment returns through active asset management and to control expenses.
During the last two years, Conseco has taken a number of actions designed to reduce parent company debt and increase the efficiency of our business operations. The actions with respect to Conseco Finance include: (i) the sale, closing or runoff of several business units (including asset-based lending, vendor leasing, bankcards, transportation and park construction and floorplan lending); (ii) monetization of certain on-balance sheet financial assets through sales or as collateral for additional borrowings; and (iii) cost savings and restructuring of ongoing businesses such as streamlining of credit origination operations in the manufactured housing and home equity divisions. In early 2002, Conseco Finance announced its decision to reduce the size of its floorplan lending business. The actions with respect to our life insurance segment include: (i) the planned sale, reinsurance or other transactions with respect to our variable insurance business; (ii) planned reinsurance transactions of various insurance blocks; and (iii) the division of our insurance segment into two operating groups: the first, based in Carmel, Indiana, includes our professional independent producer distribution channel and the other, based in Chicago, Illinois, includes our career agents and direct marketing distribution channels. With respect to all of our business segments, we have initiated actions to improve productivity and quality through our "Process Excellence" program. Through a combination of reduced expenses, revenue enhancement projects and better deployment of capital, the Process Excellence improvements are intended to help us achieve our financial goals. Other planned changes include moving a significant number of jobs to India, where a highly-educated, low-cost, English-speaking labor force is available. We have also completed the sale of certain non-strategic assets, such as our interest in the riverboat casino in Lawrenceburg, Indiana and our subprime auto loan portfolio.
Our recent efforts have been primarily focused on generating cash to meet our 2002 debt service commitments. We believe that our existing available cash and the cash flow to be generated from operations and other transactions will be sufficient to allow us to meet our debt obligations through 2002. We have taken a number of actions over the last two years to reduce parent company debt and increase the efficiency of our business operations. However, our results for future periods are subject to numerous uncertainties. Our current debt service obligations (including scheduled principal payments) may exceed the cash flows available to the parent. We may not be able to improve or sustain positive cash flows from operations or to continue to generate cash from other transactions such as asset sales, reinsurance transactions or financing transactions, which could significantly affect our liquidity. Failure to generate sufficient cash flows from operations, asset sales or financing transactions could have a material adverse effect on our liquidity.
Conseco was organized in 1979 as an Indiana corporation and commenced operations in 1982. Our executive offices are located at 11825 N. Pennsylvania Street, Carmel, Indiana 46032, and our telephone number is (317) 817-6100.
Data in Item 1 are provided as of December 31, 2001, or for the year then ended (as the context implies), unless otherwise described.
MARKETING AND DISTRIBUTION
Insurance
Our insurance products are sold through three primary distribution channels - professional independent producers (many of whom sell one or more of our product lines exclusively), career agents and direct marketing.
Conseco seeks to retain the loyalty of its agency force by providing marketing and sales support; electronic and automated access to account and commission information; and marketing and training tools. We also have introduced new
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products like equity-indexed annuities (1996) and multibucket flexible premium annuities (which provide for various earnings strategies under one product)
(1999). We are also seeking to reduce our agents' administrative burden, increase their productive sales time and get them the information they need faster and more reliably. The Conseco Online Information System ("COINS") enables agents to track policy and commission information and order materials at their convenience. Many of our marketing companies and agents use COINS.
Our insurance subsidiaries collectively hold licenses to market our insurance products in all fifty states, the District of Columbia, and certain protectorates of the United States. Sales to residents of the following states accounted for at least 5 percent of our 2001 collected premiums: California (9.0 percent), Florida (8.3 percent), Illinois (7.8 percent), Texas (7.3 percent) and Michigan (5.1 percent).
We believe that people purchase most types of life insurance, accident and health insurance and annuity products only after being contacted and solicited by an insurance agent. Accordingly, the success of our distribution system is largely dependent on our ability to attract and retain agents who are experienced and highly motivated. A description of the primary distribution channels is as follows:
Professional Independent Producers. This distribution channel consists of a general agency and insurance brokerage distribution system comprised of independent licensed agents doing business in all fifty states, the District of Columbia, and certain protectorates of the United States. In 2001, this channel accounted for $3,881.6 million, or 67 percent, of our total collected premiums. If a significant number of agents changed to other providers, it would have a material adverse effect on our business.
Professional independent producers are a diverse network of independent agents, insurance brokers and marketing organizations. Marketing companies typically recruit agents for Conseco by advertising our products and commission structure through direct mail advertising or through seminars for insurance agents and brokers. These organizations bear most of the costs incurred in marketing our products. We compensate the marketing organizations by paying them a percentage of the commissions earned on new sales generated by the agents recruited by such organizations. Certain of these marketing organizations are specialty organizations that have a marketing expertise or a distribution system relating to a particular product, such as flexible-premium annuities for educators. During 1999 and 2000, Conseco purchased four organizations that specialize in marketing and distributing supplemental health products. In 2001, these four organizations accounted for $246.7 million, or 4.3 percent, of our total collected premiums.
Career Agents. This agency force of approximately 4,700 agents working from 165 branch offices, permits one-on-one contacts with potential policyholders and promotes strong personal relationships with existing policyholders. The career agents sell primarily Medicare supplement and long-term care insurance policies, senior life insurance and annuities. In 2001, this distribution channel accounted for $1,709.6 million, or 30 percent, of our total collected premiums. These agents sell only Conseco policies and typically visit the prospective policyholder's home to conduct personalized "kitchen- table" sales presentations. After the sale of an insurance policy, the agent serves as a contact person for policyholder questions, claims assistance and additional insurance needs.
Direct Marketing. This distribution channel is engaged primarily in the sale of "graded benefit life" insurance policies. In 2001, this channel accounted for $187.2 million, or 3 percent, of our total collected premiums. During 2000, we reacquired the name "Colonial Penn" (the former brand name these products were sold under prior to our acquisition of this business), which we now use to market these products.
Finance
Our finance group, with nationwide operations and managed finance receivables of $43.0 billion at December 31, 2001, is one of America's largest consumer finance companies, with leading market positions in retail home equity mortgages, home improvement loans, private label credit cards and manufactured housing credit. Originations to customers in the following states accounted for at least 5 percent of our 2001 originations: Texas (8.5 percent), California (8.2 percent), Florida (6.4 percent) and Michigan (5.2 percent). Unless otherwise noted, references to loans we have made may include the purchase by us of credit contracts between dealers and buyers.
During 2001, 43 percent of our finance products came indirectly from customers through intermediary channels such as dealers, contractors, retailers and correspondents. The remaining products were marketed directly to our customers through our regional offices and service centers. A description of the primary distribution channels is as follows:
Dealers, Contractors, Retailers and Correspondents. Manufactured housing, home improvement and home equity receivables are purchased from and originated by selected dealers and contractors after being underwritten and analyzed via one of the Company's automated credit scoring systems at one of our regional service centers. During 2001, these
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marketing channels accounted for the following percentages of total loan originations: 93 percent of manufactured housing, 72 percent of home improvement and 6 percent of home equity.
Regional Service Centers, Retail Satellite Offices and Telemarketing Center. We market and originate manufactured housing loans through 33 regional offices and 3 origination and processing centers. We originate home equity loans through a system of 128 retail satellite offices and 6 regional centers. We also market private label retail credit products through selected retailers and process the contracts through Conseco Bank, Inc. ("Conseco Bank"), a Utah industrial loan company, and through Green Tree Retail Services Bank, Inc. ("Retail Bank"), a South Dakota limited purpose credit card bank, both of which are subsidiaries of the Company. We also utilize direct mail to originate home improvement loans and home equity loans. During 2001, these marketing channels accounted for the following percentages of total loan originations: 7 percent of manufactured housing, 28 percent of home improvement, 94 percent of home equity and 100 percent of retail credit contracts.
Insurance Products
Supplemental Health
Supplemental health products include Medicare supplement, long-term care and specified-disease insurance products distributed through our career agency force and professional independent producers. During 2001, we collected Medicare supplement premiums of $975.1 million, long-term care premiums of $888.3 million, specified-disease premiums of $374.8 million and other supplemental health premiums of $109.3 million. Medicare supplement, long-term care, specified disease and other supplemental health premiums represented 17 percent, 15 percent, 7 percent and 2 percent, respectively, of our total premiums collected in 2001.
The following describes the major supplemental health products:
Medicare supplement. Medicare is a two-part federal health insurance program for disabled persons and senior citizens (age 65 and older). Part A of the program provides protection against the costs of hospitalization and related hospital and skilled nursing home care, subject to an initial deductible, related coinsurance amounts and specified maximum benefit levels. The deductible and coinsurance amounts are subject to change each year by the federal government. Part B of Medicare covers doctors bills and a number of other medical costs not covered by Part A, subject to deductible and coinsurance amounts for "approved" charges.
Medicare supplement policies provide coverage for many of the medical expenses which the Medicare program does not cover, such as deductibles, coinsurance costs (in which the insured and Medicare share the costs of medical expenses) and specified losses which exceed the federal program's maximum benefits. Our Medicare supplement plans automatically adjust coverage to reflect changes in Medicare benefits. In marketing these products, we concentrate on individuals who have recently become eligible for Medicare by reaching the age of 65. We offer a higher first-year commission for sales to these policyholders and competitive premium pricing. Approximately 27 percent of new sales of Medicare supplement policies are to individuals who are reaching the age of 65.
Long-term care. Long-term care products provide coverage, within prescribed limits, for nursing home, home healthcare, or a combination of both nursing home and home healthcare expenses. The long-term care plans are sold primarily to retirees and, to a lesser degree, to older self-employed individuals and others in middle-income levels.
Current nursing home care policies cover incurred and daily fixed-dollar benefits available with an elimination period (which, similar to a deductible, requires the insured to pay for a certain number of days of nursing home care before the insurance coverage begins), subject to a maximum benefit. Home healthcare policies cover the usual and customary charges after a deductible and are subject to a daily or weekly maximum dollar amount, and an overall benefit maximum. We monitor the loss experience on our long-term care products and, when necessary, apply for rate increases in the jurisdictions in which we sell such products. We depend on regulatory approval to increase our premiums on these products. If we are unable to raise premiums, it could have a material adverse effect on our business.
Specified-disease products. These policies generally provide fixed or limited benefits. Cancer insurance and heart/stroke products are guaranteed renewable individual accident and health insurance policies. Payments under cancer insurance policies are generally made directly to, or at the direction of, the policyholder following diagnosis of, or treatment for, a covered type of cancer. Heart/stroke policies provide for payments directly to the policyholder for treatment of a covered heart disease, heart attack or stroke. The benefits provided under the specified-disease policies do not necessarily reflect the actual cost incurred by the insured as a result of the illness; benefits are not reduced by any other medical insurance payments made to or on behalf of the insured.
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Approximately 74 percent of our specified-disease policies inforce (based on a count of policies) are sold with return of premium or cash value riders. The return of premium rider generally provides that after a policy has been inforce for a specified number of years or upon the policyholder reaching a specified age, the Company will pay to the policyholder, or a beneficiary under the policy, the aggregate amount of all premiums paid under the policy, without interest, less the aggregate amount of all claims incurred under the policy.
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Annuities
Annuity products include equity-indexed annuity, variable annuity, traditional fixed rate annuity and market value-adjusted annuity products sold through both career agents and professional independent producers. During 2001, we collected annuity premiums of $1,744.2 million, or 30 percent of our total premiums collected. Sales of annuities are affected by the financial strength ratings assigned to our insurance subsidiaries by independent rating agencies. See "Competition" below.
The following describes the major annuity products:
Equity-indexed annuity products. These products accounted for $381.6 million, or 7 percent, of our total premiums collected in 2001. The accumulation value of these annuities is credited with interest at an annual minimum guaranteed average rate over the term of the contract of 3 percent (or, including the effect of applicable sales loads, a 1.7 percent compound average interest rate over the term of the contracts), but the annuities provide for potentially higher returns based on a percentage (the "participation rate") of the change in the Standard & Poor's Corporation ("S&P") 500 Index during each year of their term. The Company has the discretionary ability to annually change the participation rate which currently ranges from 55 percent to 80 percent and may include a first-year "bonus", similar to the bonus interest described below for traditional fixed rate annuity products, which generally ranges from 20 percent to 55 percent. The minimum guaranteed values are equal to: (i) 90 percent of premiums collected for annuities for which premiums are received in a single payment (single premium deferred annuities "SPDAs"), or 75 percent of first year and 87.5 percent of renewal premiums collected for annuities which allow for more than one payment (flexible premium deferred annuities "FPDAs"); plus (ii) interest credited on such percentage of the premiums collected at an annual rate of 3 percent. The annuity provides for penalty-free withdrawals of up to 10 percent of premium in each year after the first year of the annuity's term. Other withdrawals from SPDA products are generally subject to a surrender charge of 9 percent over the eight year contract term at which time the contract must be renewed or withdrawn. Other withdrawals from FPDA products are subject to a surrender charge of 12 percent to 20 percent in the first year, declining 1.2 percent to 1.3 percent each year, to zero over a 10 to 15 year period, depending on issue age. We purchase S&P 500 Index Call Options ("S&P 500 Call Options") in an effort to hedge potential increases to policyholder benefits resulting from increases in the S&P 500 Index to which the product's return is linked.
Other fixed rate annuity products. These products include SPDAs, FPDAs (excluding the equity-indexed products) and single-premium immediate annuities ("SPIAs"). These products accounted for $954.0 million, or 17 percent, of our total collected premiums in 2001. Our SPDAs and FPDAs typically have an interest rate (the "crediting rate") that is guaranteed by the Company for the first policy year, after which we have the discretionary ability to change the crediting rate to any rate not below a guaranteed minimum rate. The guaranteed rate on annuities written recently ranges from 3.0 percent to 4.0 percent, and the rate on all policies inforce ranges from 3.0 percent to 6.0 percent. The initial crediting rate is largely a function of: (i) the interest rate we can earn on invested assets acquired with the new annuity fund deposits; (ii) the costs related to marketing and maintaining the annuity products; and (iii) the rates offered on similar products by our competitors. For subsequent adjustments to crediting rates, we take into account the yield on our investment portfolio, annuity surrender assumptions, competitive industry pricing and the crediting rate history for particular groups of annuity policies with similar characteristics.
Approximately 61 percent of our new annuity sales have been "bonus" products. The initial crediting rate on these products specifies a bonus crediting rate ranging from 1 percent to 7 percent of the annuity deposit for the first policy year only. After the first year, the bonus interest portion of the initial crediting rate is automatically discontinued, and the renewal crediting rate is established. As of December 31, 2001, crediting rates on our outstanding traditional annuities were at an average rate, excluding bonuses, of 4.4 percent.
The policyholder is typically permitted to withdraw all or part of the premium paid plus the accumulated interest credited to his or her account (the "accumulation value"), subject in virtually all cases to the assessment of a surrender charge for withdrawals in excess of specified limits. Most of our traditional annuities provide for penalty-free withdrawals of up to 10 percent of the accumulation value each year, subject to limitations. Withdrawals in excess of allowable penalty-free amounts are assessed a surrender charge during a penalty period which generally ranges from five to 12 years after the date a policy is issued. The initial surrender charge is generally 6 percent to 12 percent of the accumulation value and generally decreases by approximately 1 to 2 percentage points per year during the penalty period. Surrender charges are set at levels to protect the Company from loss on early terminations and to reduce the likelihood of policyholders terminating their policies during periods of increasing interest rates. This practice is intended to lengthen the effective duration of policy liabilities and enable the Company to maintain profitability on such policies.
SPIAs accounted for $70.5 million, or 1.2 percent, of our total collected premiums in 2001. SPIAs are designed to provide a series of periodic payments for a fixed period of time or for life, according to the policyholder's choice at the
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time of issue. Once the payments begin, the amount, frequency and length of time for which they are payable are fixed. SPIAs often are purchased by persons at or near retirement age who desire a steady stream of payments over a future period of years. The single premium is often the payout from a terminated annuity contract. The implicit interest rate on SPIAs is based on market conditions when the policy is issued. The implicit interest rate on the Company's outstanding SPIAs averaged 6.7 percent at December 31, 2001.
The Company also offers its multibucket annuity product which provides for different rates of cash value growth based on the experience of a particular market strategy. Earnings are credited to this product based on the market activity of a given strategy, less management fees, and funds may be moved between cash value strategies. Portfolios available include high-yield bond, investment-grade bond, convertible bond and guaranteed-rate portfolios. During 2001, this product accounted for $181.7 million, or 3.1 percent, of our total collected premiums.
Variable annuity products. Variable annuities accounted for $408.6 million, or 7 percent, of our total premiums collected in 2001. Variable annuities, sold on a single-premium or flexible-premium basis, differ from fixed annuities in that the principal value may fluctuate, depending on the performance of assets allocated pursuant to various investment options chosen by the contract owner. Variable annuities offer contract owners a fixed or variable rate of return based upon the specific investment portfolios into which premiums may be directed.
Life
Life products include traditional, universal life and other life insurance products. These products are currently sold through career agents, professional independent producers and direct response marketing. During 2001, we collected $949.6 million, or 16 percent, of our total collected premiums from life products. Sales of certain life products are affected by the financial strength ratings assigned to our insurance subsidiaries by independent rating agencies. See "Competition" below.
Interest-sensitive life products. These products include universal life products that provide whole life insurance with adjustable rates of return related to current interest rates. They accounted for $510.0 million, or 8.8 percent, of our total collected premiums in 2001 and are marketed through professional independent producers and, to a lesser extent, career agents. The principal differences between universal life products and other interest-sensitive life insurance products are policy provisions affecting the amount and timing of premium payments. Universal life policyholders may vary the frequency and size of their premium payments, and policy benefits may also fluctuate according to such payments. Premium payments under other interest-sensitive policies may not be varied by the policyholders, and as a result, are designed to reduce the administrative costs typically associated with monitoring universal life premium payments and policy benefits.
Traditional life. These products accounted for $439.6 million, or 7.6 percent, of our total collected premiums in 2001. Traditional life policies, including whole life, graded benefit life and term life products, are marketed through professional independent producers, career agents and direct response marketing. Under whole life policies, the policyholder generally pays a level premium over an agreed period or the policyholder's lifetime. The annual premium in a whole life policy is generally higher than the premium for comparable term insurance coverage in the early years of the policy's life, but is generally lower than the premium for comparable term insurance coverage in the later years of the policy's life. These policies, which continue to be marketed by the Company on a limited basis, combine insurance protection with a savings component that increases in amount gradually over the life of the policy. The policyholder may borrow against the savings generally at a rate of interest lower than that available from other lending sources. The policyholder may also choose to surrender the policy and receive the accumulated cash value rather than continuing the insurance protection. Term life products offer pure insurance protection for a specified period of time - typically 5, 10 or 20 years.
Traditional life products also include graded benefit life insurance products. Graded benefit life products accounted for $107.6 million, or 1.9 percent, of our total collected premiums in 2001. Graded benefit life insurance products are offered on an individual basis primarily to persons age 50 to 80, principally in face amounts of $350 to $10,000, without medical examination or evidence of insurability. Premiums are paid as frequently as monthly. Benefits paid are less than the face amount of the policy during the first two years, except in cases of accidental death. Graded benefit life policies are marketed using direct response marketing techniques. New policyholder leads are generated primarily from television and print advertisements.
Individual and Group Major Medical
Sales of our individual and group major medical health insurance products are targeted to self-employed individuals, small business owners, large employers and early retirees. Various deductible and coinsurance options are
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available, and most policies require certain utilization review procedures. The profitability of this business depends largely on the overall persistency of the business inforce, claim experience and expense management. We have previously announced our intent to sell or exit these lines of business. During 2001, we collected $737.1 million, or 13 percent, of our total collected premiums from these products.
Finance Products
Manufactured Housing. Our finance subsidiaries provide financing for consumer purchases of manufactured housing. During 2001, we originated $2.5 billion of contracts for manufactured housing purchases, or 22 percent of our total originations. At December 31, 2001, our managed receivables included $25.6 billion of contracts for manufactured housing purchases, or 59 percent of total managed receivables. A manufactured home is a structure, transportable in one or more sections, designed to be a dwelling with or without a permanent foundation. Manufactured housing does not include either modular housing (which typically involves more sections, greater assembly and a separate means of transporting the sections) or recreational vehicles.
Through our regional service centers, we purchase manufactured housing contracts from dealers located throughout the United States. Our regional service center personnel solicit dealers in their region. If the dealer wishes to utilize our financing, the dealer completes an application. Upon approval, a dealer agreement is executed. We also originate manufactured housing installment loan agreements directly with customers. For the year ended December 31, 2001, 93 percent of our manufactured housing loan originations were purchased from dealers and 7 percent were originated directly by us.
Our manufactured housing contracts are secured by either the manufactured home or, in the case of land-and-home contracts, by a lien on the real estate where the manufactured home is permanently affixed. In 2001, approximately 27 percent of our manufactured housing originations were for land-and-home contracts. Customers who finance their homes with us are required to make a minimum down payment of 5 percent. For manufactured housing originations, the average loan-to-value ratio was approximately 88 percent in 2001.
Customers' credit applications for new manufactured homes are reviewed in our service centers. If the application meets our guidelines, we generally purchase the contract after the customer has moved into the manufactured home. We use a proprietary automated credit scoring system to evaluate manufactured housing contracts. The scoring system is statistically based, quantifying information using variables obtained from customer credit applications and credit reports. We perform monthly audits on samples of new loan originations to measure adherence to our underwriting policies and procedures.
Mortgage Services. Products within this category include home equity and home improvement loans. During 2001, we originated $3.0 billion of contracts for these products, or 27 percent of our total originations. At December 31, 2001, our managed receivables included $11.9 billion of contracts for home equity and home improvement loans, or 28 percent of total managed receivables.
We originate home equity loans through 128 retail satellite offices and 6 regional centers, and through a network of correspondent and broker originators throughout the United States. The retail offices are responsible for originating, processing and funding the loan transaction. Underwriting of the application is handled through central locations. Subsequently, loans are re-underwritten on a test basis by a third party to ensure compliance with our credit policy. After the loan has closed, the loan documents are forwarded to our loan servicing center. The servicing center is responsible for handling customer service and performing document handling, custodial, quality control and collection functions.
During 2001, approximately 94 percent of our home equity finance loans were originated directly with the borrower. The remaining finance volume was originated through a few correspondent lenders. The Company decreased the volume of loans originated through the correspondent channel in 2000.
Typically, home equity loans are secured by first or second liens. Homes used for collateral in securing home equity loans may be either residential or investor owned, one-to-four-family properties having a minimum appraised value of $25,000. During 2001, approximately 81 percent of the loans originated were secured by first liens. The average loan to value for loans originated in 2001 was approximately 90 percent. Approximately 97 percent of our home equity loan originations during 2001 were fixed rate closed-end loans.
We originate the majority of our home improvement loan contracts indirectly through a network of home improvement contractors located throughout the United States. We review the financial condition, business experience and qualifications of all contractors through which we obtain loans.
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We finance conventional home improvement contracts generally secured by first, second or, to a lesser extent, third liens on the improved real estate. We also finance unsecured conventional home improvement loans (generally from $2,500 to $15,000).
Typically, an approved contractor submits the customer's credit application and construction contract to our centralized service center where an analysis of the creditworthiness of the customer is made using a proprietary credit scoring system. If it is determined that the application meets our underwriting guidelines, we typically purchase the contract from the contractor when the customer verifies satisfactory completion of the work.
We also originate home improvement loans directly with borrowers. After receiving a mail solicitation, the customer calls our telemarketing center and our sales representative explains the available financing plans, terms and rates depending on the customer's needs. The majority of the loans are secured by a second or third lien on the real estate of the customer. Direct distribution accounted for approximately 28 percent of the home improvement loan originations during 2001.
The types of home improvements we finance include exterior renovations (such as windows, siding and roofing); pools and spas; kitchen and bath remodeling; and room additions and garages. We may also extend additional credit beyond the purchase price of the home improvement for the purpose of debt consolidation.
Private Label Credit Card. During 2001, we originated $3.6 billion of private label credit card receivables primarily through our bank subsidiaries, or 32 percent of our total originations. At December 31, 2001, our managed receivables included $2.7 billion of contracts for credit card loans, or 6 percent of total managed receivables.
We originate private label credit card receivables through contractual relationships with selected retailer and dealer partners. Our core relationships are with retailers and dealers of home improvement products, powersports vehicles (motorcycles, all-terrain-vehicles, snowmobiles and personal watercraft) and outdoor power equipment.
We perform an initial review on all retailer and dealer partners as well as periodic monitoring of their financial condition. Credit card applications are generated primarily through retail and dealer outlets and the internet. We utilize a proprietary automated credit scoring system to review the credit of individual customers seeking credit cards. We periodically monitor payment behavior trends within our credit card portfolio through the use of automated portfolio management tools. If we make poor credit decisions with respect to our partners and borrowers, it could have a material adverse effect on our business.
ACQUISITIONS
Since 1982, Conseco has acquired 19 insurance groups and related businesses and Green Tree Financial Corporation (renamed "Conseco Finance Corp.") These acquisitions have been responsible for the Company's growth in recent years. The Company's current plans are to grow and improve the profitability of its businesses, rather than grow through acquisitions.
INVESTMENTS
Conseco Capital Management, Inc. ("CCM"), a registered investment adviser wholly owned by Conseco, manages the investment portfolios of Conseco's subsidiaries. CCM had approximately $32.6 billion of assets (at fair value) under management at December 31, 2001, of which $24.3 billion were assets of Conseco's subsidiaries and $8.3 billion were assets owned by other parties. Our investment philosophy is to maintain a largely investment-grade fixed-income portfolio, provide adequate liquidity for expected liability durations and other requirements and maximize total return through active investment management. We are subject to the risk that our investments will decline in value. This has occurred in the past and may occur again. During 2001, we recognized other than temporary declines in value on our investments in Sunbeam Corp., Enron Corp., Crown Cork & Seal Company Inc., Global Crossing Ltd., and KMart Corp., among others.
Investment activities are an integral part of our business; investment income is a significant component of our total revenues. Profitability of many of our insurance products is significantly affected by spreads between interest yields on investments and rates credited on insurance liabilities. Although substantially all credited rates on SPDAs and FPDAs may be changed annually, changes in crediting rates may not be sufficient to maintain targeted investment spreads in all economic and market environments. In addition, competition and other factors, including the impact of the level of surrenders and withdrawals, may limit our ability to adjust or to maintain crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions. As of December 31, 2001 the average yield, computed on the cost basis of our investment portfolio, was 7.0 percent, and the average interest rate credited or accruing to our total insurance liabilities (excluding interest rate bonuses for the first policy year only and excluding the effect of credited rates attributable to variable or equity-indexed products) was 5.0 percent.
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We manage the equity-based risk component of our equity-indexed annuity products by: (i) purchasing S&P 500 Call Options in an effort to hedge such risk; and (ii) adjusting the participation rate to reflect the change in the cost of such options (such cost varies based on market conditions). Accordingly, we are able to focus on managing the interest rate spread component of these products.
We seek to balance the duration of our invested assets with the expected duration of benefit payments arising from our insurance liabilities. At December 31, 2001, the adjusted modified duration of fixed maturities and short-term investments was approximately 6.7 years and the duration of our insurance liabilities was approximately 6.5 years.
For information regarding the composition and diversification of the investment portfolio of our subsidiaries, see "Management's Discussion and Analysis of Consolidated Financial Condition and Results of Operations - Investments" and the notes to our consolidated financial statements.
COMPETITION
Each of the markets in which we operate is highly competitive. The financial services industry consists of a large number of companies, some of which are larger and have greater capital, technological and marketing resources, access to capital at a lower cost, broader and more diversified product lines and larger staffs than those of Conseco. An expanding number of banks, securities brokerage firms and other financial intermediaries also market insurance products or offer competing products, such as mutual fund products, traditional bank investments and other investment and retirement funding alternatives. We also compete with many of these companies and others in providing services for fees. In most areas, competition is based on a number of factors, including pricing, service provided to distributors and policyholders and ratings. Conseco's subsidiaries must also compete with their competitors to attract and retain the allegiance of dealers, vendors, contractors, manufacturers, retailers and agents.
In the finance industry, operations are affected by consumer demand which is influenced by regional trends, economic conditions and personal preferences. Competition in the finance industry is primarily among finance companies, commercial banks, thrifts, other financial institutions, mortgage brokers, credit unions and manufacturers and vendors. Competition is based on a number of factors, including service, the credit review process, the integration of financing programs and the ability to manage the servicing portfolio in changing economic environments.
In the individual health insurance business, insurance companies compete primarily on the basis of marketing, service and price. The provisions of the Omnibus Budget Reconciliation Act of 1984 and the work of the National Association of Insurance Commissioners ("NAIC") (an association of state regulators and their staffs) have resulted in standardized policy features for Medicare supplement products. This increases the comparability of such policies and has intensified competition based on factors other than product features. See "Underwriting" and "Governmental Regulation." In addition to the products of other insurance companies, commercial banks, thrifts, mutual funds and broker dealers, our insurance products compete with health maintenance organizations, preferred provider organizations and other health care-related institutions which provide medical benefits based on contractual agreements.
An important competitive factor for life insurance companies is the ratings they receive from nationally recognized rating organizations. Agents, insurance brokers and marketing companies who market our products and prospective purchasers of our products use the ratings of our insurance subsidiaries as one factor in determining which insurer's products to market or purchase. Ratings have the most impact on our annuity and interest-sensitive life insurance products. Our principal insurance subsidiaries are currently rated "A-(Excellent)" by A.M. Best Company, and Standard & Poor's Corporation has given our principal insurance subsidiaries a claims-paying ability rating of "BB+(Marginal)." A.M. Best ratings for the industry currently range from "A++(Superior)" to "F (In Liquidation)" and some companies are not rated. A.M. Best's ratings and Standard & Poor's claims-paying ability ratings are based upon factors relevant to policyholders, agents and intermediaries and are not directed toward the protection of investors. Such ratings are not recommendations to buy, sell or hold securities. A.M. Best and Standard & Poor's each reviews its ratings from time to time. On October 3, 2001, A.M. Best placed our insurance subsidiaries' ratings "under review with negative implications." We cannot provide any assurance that the ratings of our insurance subsidiaries will remain at their current level. If such ratings are downgraded, sales of our insurance products could fall significantly and existing policy holders may redeem or lapse their policies, causing a material and adverse impact on our financial results and liquidity.
We believe that we are able to compete effectively because: (i) we emphasize a number of specialized distribution channels, where the ability to respond rapidly to changing customer needs yields a competitive edge; (ii) we are experienced in establishing and cultivating relationships with the unique distribution networks and the independent marketing companies operating in these specialized markets; (iii) we can offer competitive rates as a result of our operating efficiencies and higher-than-average investment yields achieved by applying active investment portfolio management
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techniques; and (iv) we have reliable policyholder administrative services, supported by customized information technology systems.
INSURANCE UNDERWRITING
Under regulations promulgated by the NAIC and adopted as a result of the Omnibus Budget Reconciliation Act of 1990, we are prohibited from underwriting our Medicare supplement policies for certain first-time purchasers. If a person applies for insurance within six months after becoming eligible by reason of age, or disability in certain limited circumstances, the application may not be rejected due to medical conditions. Some states prohibit underwriting of all Medicare supplement policies. For other prospective Medicare supplement policyholders, such as senior citizens who are transferring to Conseco's products, the underwriting procedures are relatively limited, except for policies providing prescription drug coverage.
Before issuing long-term care or comprehensive major medical products to individuals and groups, we generally apply detailed underwriting procedures designed to assess and quantify the insurance risks. We require medical examinations of applicants (including blood and urine tests, where permitted) for certain health insurance products and for life insurance products which exceed prescribed policy amounts. These requirements are graduated according to the applicant's age and may vary by type of policy or product. We also rely on medical records and the potential policyholder's written application. In recent years, there have been significant regulatory changes with respect to underwriting individual and group major medical plans. An increasing number of states prohibit underwriting and/or charging higher premiums for substandard risks. We monitor changes in state regulation that affect our products, and consider these regulatory developments in determining where we market our products.
Most of our life insurance policies are underwritten individually, although standardized underwriting procedures have been adopted for certain low face-amount life insurance coverages. After initial processing, insurance underwriters review each file and obtain the information needed to make an underwriting decision (such as medical examinations, doctors' statements and special medical tests). After collecting and reviewing the information, the underwriter either: (i) approves the policy as applied for, or with an extra premium charge because of unfavorable factors; or (ii) rejects the application. We underwrite group insurance policies based on the characteristics of the group and its past claim experience. Graded benefit life insurance policies are issued without medical examination or evidence of insurability. There is minimal underwriting on annuities.
REINSURANCE
Consistent with the general practice of the life insurance industry, our subsidiaries enter into both facultative and treaty agreements of indemnity reinsurance with other insurance companies in order to reinsure portions of the coverage provided by our insurance products. Indemnity reinsurance agreements are intended to limit a life insurer's maximum loss on a large or unusually hazardous risk or to diversify its risk. Indemnity reinsurance does not discharge the original insurer's primary liability to the insured. The Company's reinsured business is ceded to numerous reinsurers. We believe the assuming companies are able to honor all contractual commitments, based on our periodic review of their financial statements, insurance industry reports and reports filed with state insurance departments.
As of December 31, 2001, the policy risk retention limit was generally $.8 million or less on the policies of our subsidiaries. Reinsurance ceded by Conseco represented 21 percent of gross combined life insurance inforce and reinsurance assumed represented 2.2 percent of net combined life insurance inforce. At December 31, 2001, the total ceded business inforce of $26.4 billion was primarily ceded to insurance companies rated "A- (Excellent)" or better by
A.M. Best. Our principal reinsurers at December 31, 2001 were American Founders Life Insurance Company, American Long Term Care Reinsurance Group, Connecticut General Life Insurance Company, Employers Reassurance Corporation, General & Cologne Life Re of America, Gerling Global Life Reinsurance Company, Lincoln National Life Insurance Company, Munich American Reassurance Company, Reliance Standard Life Insurance Company, RGA Reinsurance Company, Scottish Re US, Inc., Security Life of Denver Insurance Company and Swiss Re Life and Health America Inc. No other single reinsurer assumes greater than 2 percent of the total ceded business inforce.
In the first quarter of 2002, we completed a reinsurance agreement pursuant to which we are ceding 80 percent of the inforce traditional life business of our subsidiary, Bankers Life & Casualty Company, to Reassure America Life Insurance Company (rated A++ by A.M. Best). The total insurance liabilities ceded pursuant to the contract are approximately $400 million. The reinsurance agreement and the related dividends of $110.5 million have been approved by the appropriate state insurance departments and will be paid to the parent company. The ceding commission approximated the amount of the cost of policies purchased and cost of policies produced related to the ceded business.
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We have also entered into a reinsurance agreement pursuant to which we are ceding 100 percent of the traditional life and interest-sensitive life insurance business of our subsidiary, Conseco Variable Insurance Company, to Protective Life Insurance Company (rated A+ by A.M. Best). The total insurance liabilities ceded pursuant to the contract are approximately $470 million. The agreement is subject to regulatory approval. Upon receipt of all regulatory approvals, our insurance subsidiary will receive a ceding commission of $49.5 million. The ceding commission approximated the amount of the cost of policies purchased and the cost of policies produced related to the ceded business.
We are currently exploring possible reinsurance transactions related to other blocks of our insurance business to generate additional cash to meet our debt obligations in 2002 and beyond.
EMPLOYEES
At December 31, 2001, Conseco, Inc. and its subsidiaries had approximately 14,300 employees, including: (i) 5,500 employees supporting our insurance operations; (ii) 7,200 employees supporting our finance operations; and (iii) 1,600 employees in India (who provide services to our insurance and finance operations and third party clients). None of our employees is covered by a collective bargaining agreement. We believe that we have excellent relations with our employees.
GOVERNMENTAL REGULATION
Our finance and insurance businesses are subject to extensive regulation and supervision in the jurisdictions in which we operate. Such regulation and supervision is primarily for the benefit and protection of our customers, and not for the benefit of our investors or creditors. Our finance operations are subject to regulation by federal, state and local government authorities, as well as to various laws and judicial and administrative decisions, that impose requirements and restrictions affecting, among other things, our loan originations, credit activities, maximum interest rates, finance and other charges, disclosure to customers, the terms of secured transactions, collection, repossession and claims-handling procedures, multiple qualification and licensing requirements for doing business in various jurisdictions, and other trade practices. Although we believe that we are in compliance in all material respects with applicable local, state and federal laws, rules and regulations, it is possible that more restrictive laws, rules or regulations will be adopted in the future that could make compliance more difficult or expensive, restrict our ability to originate or sell loans, further limit or restrict the amount of interest and other charges earned on loans originated by us, further limit or restrict the terms of loan agreements, or otherwise adversely affect our business or prospects.
The Financial Services Modernization Act of 1999 contains privacy provisions and introduces controls over the transfer and use of individuals' nonpublic personal data by financial institutions, including finance companies, insurance companies and insurance agents. Consumer privacy laws containing expanded provisions also have been adopted, or are under consideration, in a number of states.
Insurance
Our insurance subsidiaries are subject to regulation and supervision by the insurance regulatory agencies of the jurisdictions in which they transact business. State laws generally establish supervisory agencies with broad regulatory authority, including the power to: (i) grant and revoke business licenses; (ii) regulate and supervise trade practices and market conduct; (iii) establish guaranty associations; (iv) license agents; (v) approve policy forms;
(vi) approve premium rates for some lines of business; (vii) establish reserve requirements; (viii) prescribe the form and content of required financial statements and reports; (ix) determine the reasonableness and adequacy of statutory capital and surplus; (x) perform financial, market conduct and other examinations; (xi) define acceptable accounting principles; (xii) regulate the type and amount of permitted investments; and (xiii) limit the amount of dividends and surplus debenture payments that can be paid without obtaining regulatory approval. Because of limits on the payment of dividends and surplus debenture payments from our insurance subsidiaries, not all of our consolidated cash flows from operations are available to the parent company to service its debt. Our insurance subsidiaries are subject to periodic examinations by state regulatory authorities. We do not expect the results of any ongoing examinations to have a material effect on the Company's financial condition.
Most states have also enacted regulations on the activities of insurance holding company systems, including acquisitions, extraordinary dividends, the terms of surplus debentures, the terms of affiliate transactions and other related matters. Currently, the Company and its insurance subsidiaries have registered as holding company systems pursuant to such legislation in the domiciliary states of the insurance subsidiaries (Arizona, Illinois, Indiana, New York, Pennsylvania and Texas), and they routinely report to other jurisdictions.
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Most states have either enacted legislation or adopted administrative regulations which affect the acquisition (or sale) of control of insurance companies as well as transactions between insurance companies and persons controlling them. The nature and extent of such legislation and regulations vary from state to state. These regulations require the acquirer to file detailed information concerning the acquiring parties and the plan of acquisition, and to obtain administrative approval prior to the acquisition. In many states, however, an insurance authority may determine that control does not exist, even in circumstances in which a person owns or controls 10 percent or a greater amount of securities.
The NAIC has adopted a revised manual of statutory accounting principles in a process referred to as codification. Such principles are summarized in the Accounting Practices and Procedures Manual. The revised manual was effective January 1, 2001. The domiciliary states of our insurance subsidiaries have adopted the provisions of the revised manual or, with respect to some states, adopted the manual with certain modifications. The revised manual has changed, to some extent, prescribed statutory accounting practices and resulted in changes to the accounting practices that our insurance subsidiaries use to prepare their statutory-basis financial statements. The impact of these changes increased our insurance subsidiaries' statutory-based capital and surplus by approximately $198 million as of January 1, 2001.
The federal government does not directly regulate the insurance business. However, federal legislation and administrative policies in several areas, including pension regulation, age and sex discrimination, financial services regulation, securities regulation, privacy laws and federal taxation, do affect the insurance business. Legislation has been introduced from time to time in Congress that could result in the federal government assuming some role in regulating the companies or allowing combinations between insurance companies, banks and other entities.
On the basis of statutory statements filed with state regulators annually, the NAIC calculates certain financial ratios to assist state regulators in monitoring the financial condition of insurance companies. A "usual range" of results for each ratio is used as a benchmark. In the past, variances in certain ratios of our insurance subsidiaries have resulted in inquiries from insurance departments to which we have responded. Such inquiries did not lead to any restrictions affecting our operations.
Model laws and regulations of the NAIC include: (i) investment reserve requirements; (ii) risk-based capital ("RBC") standards; (iii) codification of insurance accounting principles; (iv) additional investment restrictions; (v) restrictions on an insurance company's ability to pay dividends; and (vi) product illustrations. The NAIC is currently developing new model laws or regulations, including product design standards and reserve requirements.
The RBC standards establish capital requirements for insurance companies based on the ratio of the company's total adjusted capital (defined as the total of its statutory capital, surplus, asset valuation reserve and certain other adjustments) to its RBC (such ratio is referred to herein as the "RBC ratio"). The standards are designed to help identify companies which are under capitalized and require specific regulatory actions in the event an insurer's RBC ratio falls below specified levels. Each of our life insurance subsidiaries has more than enough statutory capital to meet the standards as of December 31, 2001. The aggregate RBC ratio for our insurance subsidiaries was greater than 235 percent at December 31, 2001.
The NAIC has adopted model long-term care policy language providing nonforfeiture benefits and has proposed a rate stabilization standard for long-term care policies. Various bills are proposed from time to time in the U.S. Congress which would provide for the implementation of certain minimum consumer protection standards for inclusion in all long-term care policies, including guaranteed renewability, protection against inflation and limitations on waiting periods for pre-existing conditions. Federal legislation permits premiums paid for qualified long-term care insurance to be treated as tax- deductible medical expenses and for benefits received on such policies to be excluded from taxable income.
In addition, our insurance subsidiaries are required under guaranty fund laws of most states in which we transact business, to pay assessments up to prescribed limits to fund policyholder losses or liabilities of insolvent insurance companies. Assessments can be partially recovered through a reduction in future premium taxes in some states.
Most states mandate minimum benefit standards and loss ratios for accident and health insurance policies. We are generally required to maintain, with respect to our individual long-term care policies, minimum anticipated loss ratios over the entire period of coverage of not less than 60 percent. With respect to our Medicare supplement policies, we are generally required to attain and maintain an actual loss ratio, after three years, of not less than 65 percent. We provide, to the insurance departments of all states in which we conduct business, annual calculations that demonstrate compliance with required minimum loss ratios for both long-term care and Medicare supplement insurance. These calculations are prepared utilizing statutory lapse and interest rate assumptions. In the event that we fail to maintain minimum mandated loss ratios, our insurance subsidiaries could be required to provide retrospective refunds and/or prospective rate reductions. We believe that our insurance subsidiaries currently comply with all applicable mandated minimum loss ratios.
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NAIC model regulations, adopted in substantially all states, created 10 standard Medicare supplement plans (Plans A through J). Plan A provides the least extensive coverage, while Plan J provides the most extensive coverage. Under NAIC regulations, Medicare insurers must offer Plan A, but may offer any of the other plans at their option. Our insurance subsidiaries currently offer nine of the model plans. We have declined to offer Plan J, due in part to its high benefit levels and, consequently, high costs to the consumer.
Numerous proposals to reform the current health care system (including Medicare) have been introduced in Congress and in various state legislatures. Proposals have included, among other things, modifications to the existing employer-based insurance system, a quasi-regulated system of "managed competition" among health plans, and a single-payer, public program. Changes in health care policy could significantly affect our business. For example, Federal comprehensive major medical or long-term care programs, if proposed and implemented, could partially or fully replace some of Conseco's current products.
During recent years, the health insurance industry has experienced substantial changes, primarily caused by healthcare legislation. Recent federal and state legislation and legislative proposals relating to healthcare reform contain features that could severely limit or eliminate our ability to vary our pricing terms or apply medical underwriting standards with respect to individuals which could have the effect of increasing our loss ratios and decreasing our profitability. In particular, Medicare reform and legislation concerning prescription drugs could affect our ability to price or sell our products.
In addition, proposals currently pending in Congress and some state legislatures may also affect our financial results. These proposals include the implementation of minimum consumer protection standards for inclusion in all long term care policies, including: guaranteed premium rates; protection against inflation; limitations on waiting periods for pre-existing conditions; setting standards for sales practices for long term care insurance; and guaranteed consumer access to information about insurers, including lapse and replacement rates for policies and the percentage of claims denied. Enactment of any of these proposals could affect our financial results.
The United States Department of Health and Human Services has issued regulations under the Health Insurance Portability and Accountability Act ("HIPAA") relating to standardized electronic transaction formats, code sets and the privacy of member health information. These regulations and any corresponding state legislation, will affect the Company's administration of health insurance.
A number of states have passed or are considering legislation that would limit the differentials in rates that insurers could charge for health care coverages between new business and renewal business for similar demographic groups. State legislation has also been adopted or is being considered that would make health insurance available to all small groups by requiring coverage of all employees and their dependents, by limiting the applicability of pre-existing conditions exclusions, by requiring insurers to offer a basic plan exempt from certain benefits as well as a standard plan, or by establishing a mechanism to spread the risk of high risk employees to all small group insurers. Congress and various state legislators have from time to time proposed changes to the health care system that could affect the relationship between health insurers and their customers, including external review.
We cannot predict with certainty the effect that any proposals, if adopted, or legislative developments could have on our insurance businesses and operations.
Finance
The Company's finance operations are subject to regulation by certain federal and state regulatory authorities. A substantial portion of the Company's consumer loans and assigned sales contracts are originated or purchased by finance subsidiaries licensed under applicable state law. The licensed entities are subject to examination by and reporting requirements of the state administrative agencies issuing such licenses. The finance subsidiaries are subject to state laws and regulations which in certain states: limit the amount, duration and charges for such loans and contracts; require disclosure of certain loan terms and regulate the content of documentation; place limitations on collection practices; and govern creditor remedies. The licenses granted are renewable and may be subject to revocation by the respective issuing authority for violation of such state's laws and regulations. Some states have adopted or are considering the adoption of consumer protection laws or regulations that impose requirements or restrictions on lenders who make certain types of loans secured by real estate.
In addition to the finance companies licensed under state law, both Conseco Bank and Retail Bank, both of which are wholly owned subsidiaries of Conseco, are under the supervision of, and subject to examination by, the Federal Deposit Insurance Corporation. Conseco Bank is also supervised and examined by the Utah Department of Financial Institutions. Retail Bank is supervised and examined by the South Dakota Department of Banking. The ownership of these entities does
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not subject the Company to regulation by the Federal Reserve Board as a bank holding company. Conseco Bank has the authority to engage generally in the banking business and may accept all types of deposits, other than demand deposits. Retail Bank is limited by its charter to engage in the credit card business and may issue only certificates of deposit in denominations of $100,000 or greater. Conseco Bank and Retail Bank are subject to regulations relating to capital adequacy, leverage, loans, loss reserves, deposits, consumer protection, community reinvestment, payment of dividends and transactions with affiliates.
A number of states have usury and other consumer protection laws which may place limitations on the amount of interest and other charges and fees charged on loans originated in such state. Generally, state law has been preempted by federal law under the Depositary Institutions Deregulation and Monetary Control Act of 1980 ("DIDA") which deregulates the rate of interest, discount points and finance charges with respect to first lien residential loans, including manufactured home loans and real estate secured mortgage loans. As permitted under DIDA, a number of states enacted legislation timely opting out of coverage of either or both of the interest rate and/or finance charge provisions of the Act. States may no longer opt out of the interest rate provisions of the Act, but could in the future opt out of the finance charge provisions. To be eligible for federal preemption for manufactured home loans, the Company's licensed finance companies must comply with certain restrictions providing protection to consumers. In addition, another provision of DIDA applicable to state-chartered insured depository institutions permits both Conseco Bank and Retail Bank to export interest rates, finance charges and certain fees from the states where they are located to all other states, with the exception of Iowa which opted out of the Act during the permitted time period. Interest rates, finance charges and fees in Utah and South Dakota are, for the most part, unregulated.
The Company's operations are subject to Federal regulation under other applicable federal laws and regulations, the more significant of which include:
the Truth in Lending Act ("TILA"); the Equal Credit Opportunity Act ("ECOA"); the Fair Credit Reporting Act ("FCRA"); the Real Estate Settlement and Procedures Act ("RESPA"); the Home Mortgage Disclosure Act ("HMDA"); the Home Owner Equity Protection Act ("HOEPA"); DIDA; and certain rules and regulations of the Federal Trade Commission ("FTC Rules").
TILA and Regulation Z promulgated thereunder contain certain disclosure requirements designed to provide consumers with uniform, understandable information with respect to the terms and conditions of extensions of credit and the ability to compare credit terms. TILA also provides consumers with certain substantive protection such as a three day right to cancel certain credit transactions, including certain of the loans originated by the Company.
ECOA requires certain disclosures to applicants for credit concerning information that is used as a basis for denial of credit and prohibits discrimination against applicants with respect to any aspect of a credit transaction on the basis of sex, race, color, religion, national origin, age, marital status, derivation of income from a public assistance program or the good faith exercise of a right under TILA. ECOA also requires that adverse action notices be given to applicants who are denied credit.
FCRA regulates the process of obtaining, using and reporting of credit information on consumers. This Act also regulates the use of credit information among affiliates.
RESPA regulates the disclosure of information to consumers on loans involving a mortgage on real estate. The Act and related regulations also govern payment for and disclosure of payments for settlement services in connection with mortgage loans and prohibits the payment of referral fees for the referral of a loan or related services.
HMDA requires reporting of certain information to the Department of Housing and Urban Development, including the race and sex of applicants in connection with mortgage loan applications. A lender is required to obtain and report such information if the application is made in person, but is not required to obtain such information if the application is taken over the telephone.
HOEPA provides for additional disclosure and regulation of certain consumer mortgage loans which are defined by the Act as "Covered Loans." A Covered Loan is a mortgage loan (other than a mortgage loan to finance the initial purchase of a dwelling, a reverse mortgage transaction, or an open-end credit plan) which (1) has total origination fees in excess of the greater of eight percent of the loan amount, or $480, or (2) has an annual percentage rate of more than ten percent higher than comparably maturing United States treasury obligations. A number of the Company's home equity and home improvement loans are Covered Loans under the Act.
The FTC Rules provide, among other things, that in connection with the purchase of consumer sales finance contracts from dealers, the holder of the contract is subject to all claims and defenses which the consumer could assert against the dealer, but the consumer's recovery under such provisions cannot exceed the amount paid under the sales contract.
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In the judgment of the Company, existing federal and state law and regulations have not had a material adverse effect on the finance operations of the Company. It is possible that more restrictive laws, rules or regulations will be adopted in the future and will place additional burdens on the Company's finance operations.
The Company's commercial lending operations are not subject to material regulation in most states, although certain states do require licensing. In addition, certain provisions of ECOA apply to commercial loans to small businesses.
We have internal controls designed to manage the risks associated with our finance activities. However, there is a risk that one employee or more will circumvent these controls, as has occurred at other financial institutions.
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FEDERAL INCOME TAXATION
The annuity and life insurance products marketed and issued by our insurance subsidiaries generally provide the policyholder with an income tax advantage, as compared to other savings investments such as certificates of deposit and bonds, in that income taxation on the increase in value of the product is deferred until it is received by the policyholder. With other savings investments, the increase in value is taxed as earned. Annuity benefits and life insurance benefits, which accrue prior to the death of the policyholder, are generally not taxable until paid. Life insurance death benefits are generally exempt from income tax. Also, benefits received on immediate annuities (other than structured settlements) are recognized as taxable income ratably, as opposed to the methods used for some other investments which tend to accelerate taxable income into earlier years. The tax advantage for annuities and life insurance is provided in the Internal Revenue Code (the "Code"), and is generally followed in all states and other United States taxing jurisdictions. In addition, the interest paid on home equity and home improvement loans by customers of Conseco Finance are generally tax deductible for individuals who itemize their tax deductions.
Recently, Congress enacted legislation to lower marginal tax rates, reduce the federal estate tax gradually over a ten-year period, with total elimination of the federal estate tax in 2010, and increase contributions that may be made to individual retirement accounts and 401(k) accounts. While these tax law changes will sunset at the beginning of 2011 absent future congressional action, they could in the interim diminish the appeal of our annuity and life insurance products. Additionally, Congress has considered, from time to time, other possible changes to the U.S. tax laws, including elimination of the tax deferral on the accretion of value within certain annuities and life insurance products. It is possible that further tax legislation will be enacted which would contain provisions with possible adverse effects on our annuity and life insurance products.
Our insurance company subsidiaries are taxed under the life insurance company provisions of the Code. Provisions in the Code require a portion of the expenses incurred in selling insurance products to be deducted over a period of years, as opposed to immediate deduction in the year incurred. This provision increases the tax for statutory accounting purposes, which reduces statutory earnings and surplus and, accordingly, decreases the amount of cash dividends that may be paid by the life insurance subsidiaries.
In certain securitization transactions, Conseco Finance utilizes a special tax structure referred to as a Real Estate Mortgage Investment Conduit ("REMIC"). When this tax structure is used, the Company is required to account for the transfer of the finance receivables into the securitization trust as a sale (although for GAAP reporting purposes such transfers are accounted for as collateralized borrowings). Additionally, since the Company retains the residual interests of the REMIC, the REMIC tax rules require the Company to pay a minimum amount of tax each year based on the taxable income of the retained residual interest.
At December 31, 2001, Conseco had net federal income tax loss carryforwards of $1,176.3 million available (subject to various statutory restrictions) for use on future tax returns. These carryforwards will expire as follows: $2.4 million in 2003; $11.2 million in 2004, $4.9 million in 2005; $.7 million in 2006; $7.9 million in 2007; $7.5 million in 2008; $10.5 million in 2009; $4.6 million in 2010; $5.7 million in 2011; $10.1 million in 2012; $43.9 million in 2013; $6.9 million in 2014; $144.7 million in 2016; $24.0 million in 2017; $242.0 million in 2018; $159.1 million in 2019; and $490.2 million in 2020. The following restrictions exist with respect to the utilization of portions of the loss carryforwards: (i) $142.8 million attributable to certain acquired companies, may be used only to offset the taxable income of those companies; and (ii) $1,033.5 million is available to offset income from certain life insurance subsidiaries, our finance subsidiaries and other non-life insurance subsidiaries. We believe that the Company will be able to fully utilize the net federal income tax loss carryforwards before they expire. None of the carryforwards is available to reduce the future tax provision for financial reporting purposes.
No valuation allowance has been established since it is more likely than not that the Company will obtain full benefit of all deferred income tax assets based on our evaluation of the Company's anticipated future taxable income.
ITEM 2. PROPERTIES.
Headquarters. Our headquarters is located on a 172-acre corporate campus in Carmel, Indiana, immediately north of Indianapolis. The 11 buildings on the campus contain approximately 919,000 square feet of space and house Conseco's executive offices and certain administrative operations of its subsidiaries.
Insurance operations. Our professional independent producer distribution channel operations are administered from our Carmel, Indiana headquarters. Our career agent operations are primarily administered from a single facility of 300,000 square feet in downtown Chicago, Illinois, leased under an agreement having a remaining life of seven years. We also lease approximately 130,000 square feet of warehouse space in a second Chicago facility; this lease has a remaining life of
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approximately 18 months. Conseco owns an office building (currently listed for sale) in Kokomo, Indiana (93,000 square feet), and two office buildings (currently listed for sale) in Rockford, Illinois (total of 169,000 square feet), which serve as administrative centers for portions of our insurance operations. Conseco owns one office building in Philadelphia, Pennsylvania (127,000 square feet), which serves as the administrative center for our direct response life insurance operations; approximately 60 percent of this space is occupied by the Company, with the remainder leased to tenants. Conseco also leases 231 sales offices in various states totaling approximately 503,750 square feet; these leases are short-term in length, with remaining lease terms ranging from one to six years.
Finance operations. Our finance operations are headquartered in St. Paul, Minnesota in a building owned by the Company (120,000 square feet of which are occupied by the Company). We lease additional space in downtown St. Paul (185,000 square feet), which is used by our mortgage services and private credit card divisions. We own a building in Rapid City, South Dakota (137,000 square feet), which is used by our manufactured housing services units. We also lease office space in Rapid City (75,000 square feet) which is used by our private label credit card and retail bank servicing units. We also lease buildings in Tempe, Arizona (200,000 square feet) and Atlanta, Georgia (96,000 square feet) which serve as collection and service centers. Our finance operations lease 33 regional manufactured housing division offices and 128 mortgage services branch offices across the United States; the lease terms generally range from three to five years.
India operations. Our subsidiary in India (which specializes in customer service and backroom outsourcing for our insurance and finance operations and third party clients) currently has two operational buildings in Noida, India, and one more under construction in Noida. One building has approximately 40,000 square feet, and the second building has approximately 42,000 square feet. The building under construction is expected to contain approximately 68,000 square feet.
ITEM 3. LEGAL PROCEEDINGS.
We and our subsidiaries are involved on an ongoing basis in lawsuits (including purported class actions) relating to our operations, including with respect to sales practices, and we and current and former officers and directors are defendants in pending class action lawsuits asserting claims under the securities laws and derivative lawsuits. The ultimate outcome of these lawsuits cannot be predicted with certainty.
Conseco Finance was served with various related lawsuits filed in the United States District Court for the District of Minnesota. These lawsuits were generally filed as purported class actions on behalf of persons or entities who purchased common stock or options to purchase common stock of Conseco Finance during alleged class periods that generally run from July 1995 to January 1998. One action (Florida State Board of Admin. v. Green Tree Financial Corp., et. al, Case No. 98-1162) was brought not on behalf of a class, but by the Florida State Board of Administration, which invests and reinvests retirement funds for the benefit of state employees. In addition to Conseco Finance, certain current and former officers and directors of Conseco Finance are named as defendants in one or more of the lawsuits. Conseco Finance and other defendants obtained an order consolidating the lawsuits seeking class action status into two actions, one of which pertains to a purported class of common stockholders (In re Green Tree Financial Corp. Stock Litig., Case No. 97-2666) and the other of which pertains to a purported class of stock option traders (In re Green Tree Financial Corp. Options Litig., Case No. 97-2679). Plaintiffs in the lawsuits assert claims under Sections 10(b) (and Rule 10b-5 promulgated thereunder) and 20(a) of the Securities Exchange Act of 1934. In each case, plaintiffs allege that Conseco Finance and the other defendants violated federal securities laws by, among other things, making false and misleading statements about the current state and future prospects of Conseco Finance (particularly with respect to prepayment assumptions and performance of certain loan portfolios of Conseco Finance) which allegedly rendered Conseco Finance's financial statements false and misleading. On August 24, 1999, the United States District Court for the District of Minnesota issued an order dismissing with prejudice all claims alleged in the lawsuits. The plaintiffs subsequently appealed the decision to the U.S. Court of Appeals for the 8th Circuit. A three judge panel issued an opinion on October 25, 2001, reversing the United States District Court's dismissal order and remanding the actions to the United States District Court. Pretrial discovery is expected to commence in all three lawsuits approximately in April 2002. The Company believes that the lawsuits are without merit and intends to continue to defend them vigorously. The ultimate outcome of these lawsuits cannot be predicted with certainty.
A total of forty-five suits were filed in 2000 against the Company in the United States District Court for the Southern District of Indiana. Nineteen of these cases were putative class actions on behalf of persons or entities that purchased the Company's common stock during alleged class periods that generally run from April 1999 through April 2000. Two cases were putative class actions on behalf of persons or entities that purchased the Company's bonds during the same alleged class periods. Three cases were putative class actions on behalf of persons or entities that purchased or sold option contracts, not issued by the Company, on the Company's common stock during the same alleged class periods. One case was a putative class action on behalf of persons or entities that purchased the Company's "FELINE PRIDES" convertible preferred stock instruments during the same alleged class periods. With four exceptions, in each of these twenty-five cases
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two former officers/directors of the Company were named as defendants. In each case, the plaintiffs assert claims under Sections 10(b) (and Rule 10b-5 promulgated thereunder) and 20(a) of the Securities Exchange Act of 1934. In each case, plaintiffs allege that the Company and the individual defendants violated the federal securities laws by, among other things, making false and misleading statements about the current state and future prospects of Conseco Finance (particularly with respect to performance of certain loan portfolios of Conseco Finance) which allegedly rendered the Company's financial statements false and misleading. The Company believes that these lawsuits are without merit and intends to defend them vigorously. The ultimate outcome of these lawsuits cannot be predicted with certainty.
Eleven of the cases in the United States District Court for the Southern District of Indiana were filed as purported class actions on behalf of persons or entities that purchased preferred securities issued by various Conseco Financing Trusts, including Conseco Financing Trust V, Conseco Financing Trust VI, and Conseco Financing Trust VII. Each of these complaints named as defendants the Company, the relevant trust (with two exceptions), two former officers/directors of the Company, and underwriters for the particular issuance (with one exception). One complaint also named an officer and all of the Company's directors at the time of issuance of the preferred securities by Conseco Financing Trust VII. In each case, plaintiffs asserted claims under
Section 11 and Section 15 of the Securities Act of 1933, and eight complaints also asserted claims under Section 12(a)(2) of that Act. Two complaints also asserted claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, and one complaint also asserted a claim under Section 10(b) of that Act. In each case, plaintiffs alleged that the defendants violated the federal securities laws by, among other things, making false and misleading statements in Prospectuses and/or Registration Statements related to the issuance of preferred securities by the Trust involved regarding the current state and future prospects of Conseco Finance (particularly with respect to performance of certain loan portfolios of Conseco Finance) which allegedly rendered the disclosure documents false and misleading.
All of the Conseco, Inc. securities cases have been consolidated into one case in the United States District Court for the Southern District of Indiana, captioned: "In Re Conseco, Inc. Securities Litigation", Case number IP00-C585-Y/S. An amended complaint was filed on January 12, 2001, which asserts claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, and Sections 11, 12(a)(2), and 15 of the Securities Act of 1933, with respect to common stock and various other securities issued by the Company and Conseco Financing Trust VII. The Company filed a motion to dismiss the amended complaint on April 27, 2001. On January 10, 2002, the Company entered into a Memorandum of Understanding (the "MOU") to settle the consolidated securities cases that are pending in the United States District Court for the Southern District of Indiana for $120 million subject to court approval. Under the MOU, as amended on February 12, 2002, $106 million was required to be placed in escrow by March 8, 2002; the remaining $14 million was to be paid in two installments: $6 million by April 1, 2002, and $8 million by October 1, 2002 (all payments with interest from January 25, 2002). The $106 million due on March 8, 2002, was not paid, for reasons set forth in the following paragraph, and the MOU has expired by its terms. Accordingly, and unless we are able to revive the settlement, the Company intends to defend the securities lawsuit vigorously. The ultimate outcome cannot be predicted with certainty.
We maintained certain directors' and officers' liability insurance that was inforce at the time the Indiana securities and derivative litigation (the derivative litigation is described below) was commenced and, in our view, applies to the claims asserted in that litigation. The insurers denied coverage for those claims, so we commenced a lawsuit against them on June 13, 2001, in Marion County Circuit Court in Indianapolis, Indiana (Conseco, Inc., et. al. v. National Union Fire Insurance Company of Pittsburgh, PA., Royal Insurance Company of America, Westchester Fire Insurance Company, RLI Insurance, Greenwich Insurance Company and Certain Underwriters at Lloyd's of London, Case No. 49C010106CP001467) seeking, among other things, a judicial declaration that coverage for those claims exists. The primary insurance carrier, National Union Fire Insurance Co. of Pittsburgh, PA, has paid its full $10 million in policy proceeds toward the settlement of the securities litigation; in return, National Union has been released from the coverage litigation pending in state court in Marion County, Indiana. The first excess insurance carrier, Royal Insurance Company ("Royal"), placed its full $15 million in policy proceeds into an escrow under Royal's control, but reserved rights to continue to litigate coverage and imposed an unacceptable condition on releasing the funds. The second excess insurance carrier, Westchester Fire Insurance Company, committed to pay its full $15 million in policy proceeds toward the settlement without a reservation of rights, on condition that certain impairments to its subrogation rights be removed from the MOU. The third excess insurance carrier, RLI Insurance Company ("RLI"), committed to pay its full $10 million in policy proceeds toward the settlement subject to a reservation of rights, and on condition that Conseco give RLI any security for its reservation of rights that Conseco gives to Royal. The fourth excess insurance carrier, Greenwich Insurance Company, committed to pay its full $25 million in policy proceeds toward the settlement without a reservation of rights. In addition, the funding commitments of Westchester, RLI and Greenwich were conditioned on each of the excess carriers below them paying their respective policy limits in full toward the settlement. The final excess carrier, Certain Underwriters at Lloyd's of London, refused to pay or to escrow its $25 million in policy proceeds toward the settlement, although it has advised the Company that it is continuing to investigate the Company's claim. There can be no assurance that the insurance carriers, other than the primary carrier, will in fact pay their policy proceeds toward the settlement even if the case could still be settled on the terms reflected in the MOU. Because they did not do so by March 8, 2002, the MOU described in the immediately preceding paragraph expired. Should the settlement embodied in the MOU be lost, there can
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be no assurance that the securities litigation can be resolved for $120 million, and the Company will proceed with its coverage litigation in Marion County, Indiana, against those carriers that caused the settlement to terminate. We intend to pursue our coverage rights vigorously. However, the ultimate outcome cannot be predicted with certainty.
Nine shareholder derivative suits were filed in 2000 in the United States District Court for the Southern District of Indiana. The complaints named as defendants the current directors, certain former directors, certain non-director officers of the Company (in one case), and, alleging aiding and abetting liability, certain banks that allegedly made loans in relation to the Company's "Stock Purchase Plan" (in three cases). The Company is also named as a nominal defendant in each complaint. Plaintiffs allege that the defendants breached their fiduciary duties by, among other things, intentionally disseminating false and misleading statements concerning the acquisition, performance and proposed sale of Conseco Finance, and engaged in corporate waste by causing the Company to guarantee loans that certain officers, directors and key employees of the Company used to purchase stock under the Stock Purchase Plan. These cases have now been consolidated into one case in the United States District Court for the Southern District of Indiana, captioned: "In Re Conseco, Inc. Derivative Litigation", Case Number IP00655-C-Y/S. An amended complaint was filed on April 12, 2001, making generally the same allegations and allegations of violation of the Federal Reserve Board's margin rules. Three similar cases have been filed in the Hamilton County Superior Court in Indiana. Schweitzer v. Hilbert, et al., Case No. 29D01-0004CP251; Evans v. Hilbert, et al., Case No. 29D01-0005CP308 (both Schweitzer and Evans name as defendants certain non-director officers); Gintel v. Hilbert, et al., Case No. 29003-0006CP393 (naming as defendants, and alleging aiding and abetting liability as to, banks that allegedly made loans in relation to the Stock Purchase Plan). The cases filed in Hamilton County have been stayed pending resolution of the derivative suits filed in the United States District Court. The Company believes that these lawsuits are without merit and intends to defend them vigorously. The ultimate outcome of these lawsuits cannot be predicted with certainty.
Conseco Finance is a defendant in two arbitration proceedings in South Carolina (Lackey v. Green Tree Financial Corporation, n/k/a Conseco Finance Corp. and Bazzle v. Green Tree Financial Corporation, n/k/a Conseco Finance Corp.) where the arbitrator, over Conseco Finance's objection, allowed the plaintiffs to pursue purported class action claims in arbitration. The two purported arbitration classes consist of South Carolina residents who obtained real estate secured credit from Conseco Finance's Manufactured Housing Division (Lackey) and Home Improvement Division (Bazzle) in the early and mid 1990s, and did not receive a South Carolina specific disclosure form relating to selection of attorneys and insurance agents in connection with the credit transactions. The arbitrator, in separate awards issued on July 24, 2000, awarded a total of $26.8 million in penalties and attorneys' fees. The awards were confirmed as judgments in both Lackey and Bazzle. These cases have been consolidated into one case and are currently on appeal before the South Carolina Supreme Court. Oral argument was heard on March 21, 2002. Conseco Finance has posted appellate bonds, including $20 million of cash, for these cases. Conseco Finance intends to vigorously challenge the awards and believes that the arbitrator erred by, among other things, conducting class action arbitrations without the authority to do so and misapplying South Carolina law when awarding the penalties. The ultimate outcome of this proceeding cannot be predicted with certainty.
On January 15, 2002, Carmel Fifth, LLC ("Carmel"), an indirect, wholly owned subsidiary of the Company, exercised its rights, pursuant to the Limited Liability Company Agreement of 767 LLC, to require 767 Manager, LLC ("Manager"), an affiliate of Donald J. Trump, to elect within 60 days, either to acquire Carmel's interests in 767 LLC for $499.4 million, or sell its interests in 767 LLC to Carmel for $15.6 million (the "Buy/Sell Right"). 767 LLC is a Delaware limited liability company that owns the General Motors Building, a 50-story office building in New York, New York. 767 LLC is owned by Carmel and Manager. On February 6, 2002, Mr. Trump commenced a civil action against the Company, Carmel and 767 LLC in New York State Supreme Court, entitled Donald J. Trump v. Conseco, Inc., et al. Plaintiff claims that the Company and Carmel breached an agreement, dated July 3, 2001, to sell Carmel's interests to plaintiff for $295 million on or before September 15, 2001 (the "July 3rd Agreement").
Specifically, plaintiff claims that the Company and Carmel improperly refused to accept a reasonable guaranty of plaintiff's payment obligations, refused to complete the sale of Carmel's interest before the September 15, 2001 deadline, repudiated an oral promise to extend the September 15 deadline indefinitely and repudiated the July 3rd Agreement by exercising Carmel's Buy/Sell Right. Plaintiff asserts claims for breach of contract, breach of the implied covenant of good faith and fair dealing, promissory estoppel, unjust enrichment and breach of fiduciary duty. Plaintiff is seeking compensatory and punitive damages of approximately $1 billion and declaratory and injunctive relief blocking Carmel's Buy/Sell Right. The Company believes that this lawsuit is without merit and intends to defend it vigorously.
We have received a claim from the heirs of a former officer, Lawrence Inlow, asserting that unvested options to purchase 756,248 shares of our common stock should have been vested at Mr. Inlow's death. If such options had been vested, the heirs claim that the options would have been exercised, and the resulting shares of common stock would have been sold for a gain of approximately $30 million based upon a stock price of $58.125 per share, the highest stock price during the alleged exercise period of the options. We believe the claim of the heirs is without merit. If the heirs proceed with their claim, we will defend it vigorously.
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On March 27, 2002, seven holders of our bank debt filed a lawsuit in the United States District Court for the Northern District of Illinois (AG Capital Funding Partners LP, et al. v. Conseco, Inc., Case No. 02C2236). On March 20, 2002, we amended our credit facilities to provide, in part, that in the event of certain asset sales, we are not obligated to prepay amounts borrowed under the credit agreement until we have received in excess of $352 million of net proceeds from those sales. The holders assert that 100% of the holders of the bank debt must vote in favor of an amendment of the provisions relating to the triggering of mandatory prepayments. We believe that the amendment of the mandatory prepayment provisions of the credit agreement complied with the terms of the credit agreement and we believe this lawsuit is without merit and intend to defend this lawsuit vigorously. The ultimate outcome of these proceedings cannot be predicted with certainty. Except with respect to the mandatory prepayment provisions of the credit agreement, this lawsuit does not challenge any other portion of the March 20, 2002 amendment to the credit agreement.
In addition, the Company and its subsidiaries are involved on an ongoing basis in other lawsuits (including purported class actions) related to their operations. These actions include a purported nationwide class action regarding the marketing, sale and renewal of home health care and long term care insurance policies that has been settled (along with two related California-only purported class actions) pending final approval by the court, one action brought by the Texas Attorney General regarding long term care policies, three purported nationwide class actions involving claims related to "vanishing premiums," and two purported nationwide class actions involving claims related to "modal premiums" (the alleged imposition and collection of insurance premium surcharges in excess of stated annual premiums). The ultimate outcome of all of these other legal matters pending against the Company or its subsidiaries cannot be predicted, and, although such lawsuits are not expected to individually have a material adverse effect on the Company, such lawsuits could have, in the aggregate, a material adverse effect on the Company's consolidated financial condition, cash flows or results of operations.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
None.
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Optional Item. Executive Officers of the Registrant.

      Officer                                              Positions with Conseco, Principal
    Name and Age (a)                  Since             Occupation and Business Experience (b)
    ----------------                  -----             --------------------------------------
    Gary C. Wendt, 60...............  2000           Since June 2000, Chairman and Chief Executive
                                                     Officer of Conseco; from 1999 to 2000, associated with
                                                     Global Opportunity Advisors (a private equity investment
                                                     fund); from 1986 to 1998, Chairman and Chief
                                                     Executive Officer of GE Capital Services; from 1984
                                                     to 1986, President and Chief Operations Officer of
                                                     GE Credit Corp.

    William J. Shea, 54.............  2001           Since September 2001, President and Chief Operating Officer of
                                                     Conseco.  Since March 6, 2002, acting Chief Financial Officer of
                                                     Conseco.  From 1998 to 2001, Chairman of the Board of Demoulas
                                                     Supermarkets, Inc.; from 1999 to 2000, CEO of View Tech, Inc.
                                                     (integrated videoconferencing); and from 1993 to 1998, Vice Chairman
                                                     and Chief Financial Officer of BankBoston Corporation.

    David K. Herzog, 46.............  2000           Since September 2000, Executive Vice President,
                                                     General Counsel and Secretary of Conseco; from
                                                     1980 to 2000, attorney with Baker & Daniels (law firm).

    James S. Adams, 42..............  1997           Since 1997, Senior Vice President, Chief Accounting Officer and
                                                     Treasurer of Conseco; from 1989 to present, Senior Vice President and
                                                     Treasurer of various Conseco subsidiaries.

    Maxwell E. Bublitz, 46..........  1998           Since 1998, Senior Vice President, Investments of Conseco; from 1994
                                                     to present, President and Chief Executive Officer of Conseco Capital
                                                     Management, Inc., a subsidiary of Conseco.

    David Gubbay, 49................  2001           Since March 2001, Executive Vice President-Strategic Business
                                                     Development of Conseco; from 1999 to 2000, Executive Vice President-
                                                     Operations for Norwegian Cruise Line Ltd.; from 1997 to 1998, Senior
                                                     Vice President-Corporate Development/Mergers and Acquisitions for
                                                     Fortis, Inc.; from 1989 to 1996, Chairman and Chief Executive Officer of
                                                     Whitehall Group.


-------------------
(a)  The executive officers serve as such at the discretion of the Board of
     Directors and are elected annually.

(b)  Business experience is given for at least the last five years.
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PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON STOCK AND RELATED STOCKHOLDER
MATTERS.
MARKET INFORMATION
The common stock of Conseco (trading symbol "CNC") has been listed for trading on the New York Stock Exchange (the "NYSE") since 1986. The following table sets forth the quarterly dividends paid per share and the ranges of high and low sales prices per share on the NYSE for the last two fiscal years, based upon information supplied by the NYSE.

Period                                                             Market price
------                                                         ------------------            Dividend
                                                               High           Low              paid
                                                               ----           ---              ----
2000:
    First Quarter  .........................................  $18.50         $10.31           $.1500
    Second Quarter..........................................   10.81           4.50            .0500
    Third Quarter  .........................................   11.69           7.00            .0500
    Fourth Quarter .........................................   13.38           4.94            .0000

2001:
    First Quarter.........................................    $18.60         $11.69           $.0000
    Second Quarter........................................     20.20          13.05            .0000
    Third Quarter.........................................     16.20           5.25            .0000
    Fourth Quarter........................................      7.40           2.51            .0000

The closing market price for a share of our common stock on March 22, 2002 was $3.76. As of March 22, 2002, there were approximately 166,100 holders of the outstanding shares of common stock, including individual participants in securities position listings.
DIVIDENDS
The Company does not anticipate declaring or paying dividends on its common stock in the foreseeable future.
We have paid all distributions on our Company-obligated mandatorily redeemable preferred securities of subsidiary trusts when due. We are prohibited from paying common stock dividends if such payments are not current. Certain Conseco financing agreements require the Company to maintain financial ratios which limit our ability to pay dividends. Such financing agreements also restrict our ability to repurchase common stock. Dividends on our Series F Preferred Stock are paid in additional shares of Series F Preferred Stock during periods dividends on common stock are not paid.
Our ability to pay dividends depends primarily on the receipt of cash dividends and other cash payments from our finance and life insurance company subsidiaries. Our life insurance companies are organized under state laws and are subject to regulation by state insurance departments. These laws and regulations limit the ability of insurance subsidiaries to make cash dividends, loans or advances to a holding company such as Conseco. However, these laws generally permit the payment out of the subsidiary's earned surplus, without prior approval, of dividends for any 12-month period which in the aggregate do not exceed the greater of (or in a few states, the lesser of): (i) the subsidiary's prior year net gain from operations; or (ii) 10 percent of surplus attributable to policyholders at the prior year-end, both computed on the statutory basis of accounting prescribed for insurance companies.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA (a).

                                                                                  Years ended December 31,
                                                                ---------------------------------------------------------
                                                                2001          2000         1999         1998         1997
                                                                ----          ----         ----         ----         ----
                                                                       (Amounts in millions, except per share data)
STATEMENT OF OPERATIONS DATA
Insurance policy income.....................................  $4,065.7    $ 4,220.3     $4,040.5     $3,948.8     $3,410.8
Gain on sale of finance receivables (b).....................      26.9          7.5        550.6        745.0        779.0
Net investment income.......................................   3,794.9      3,920.4      3,411.4      2,506.5      2,171.5
Net realized investment gains (losses) .....................    (413.7)      (358.3)      (156.2)       208.2        266.5
Total revenues..............................................   8,108.1      8,296.4      8,335.7      7,760.2      6,872.2
Interest expense:
  Corporate.................................................     369.6        438.4        249.1        182.2        109.4
  Finance and investment borrowings.........................   1,239.6      1,014.7        312.6        258.3        202.9
Total benefits and expenses.................................   8,527.5      9,658.2      7,184.8      6,714.5      5,386.5
Income (loss) before income taxes, minority interest,
  extraordinary gain (loss) and cumulative effect of
  accounting change.........................................    (419.4)    (1,361.8)     1,150.9      1,045.7      1,485.7
Extraordinary gain (loss) on extinguishment of debt,
  net of income tax.........................................      17.2         (5.0)         -          (42.6)        (6.9)
Cumulative effect of accounting change, net of income tax...       -           55.3          -            -            -
Net income (loss) (c).......................................    (405.9)    (1,191.2)       595.0        467.1        866.4
Preferred stock dividends ..................................      12.8         11.0          1.5          7.8         21.9
Net income (loss) applicable to common stock................    (418.7)    (1,202.2)       593.5        459.3        844.5

PER SHARE DATA (d)
Net income (loss), basic....................................    $(1.24)      $(3.69)       $1.83        $1.47        $2.72
Net income (loss), diluted..................................     (1.24)       (3.69)        1.79         1.40         2.52
Dividends declared per common share.........................       -           .100         .580         .530         .313
Book value per common share outstanding.....................     12.34        11.95        15.50        16.37        16.45
Shares outstanding at year-end..............................     344.7        325.3        327.7        315.8        310.0
Weighted average shares outstanding for diluted earnings....     338.1        326.0        332.9        332.7        338.7

BALANCE SHEET DATA - PERIOD END
Total investments........................................... $25,027.2    $25,017.6    $26,431.6    $26,073.0    $26,699.2
Goodwill....................................................   3,695.4      3,800.8      3,927.8      3,960.2      3,693.4
Total assets................................................  61,392.3     58,589.2     52,185.9     43,599.9     40,679.8
Notes payable and commercial paper:
  Corporate.................................................   4,087.6      5,055.0      4,624.2      3,809.9      2,354.9
  Finance...................................................   2,527.9      2,810.9      2,540.1      1,511.6      1,863.0
  Related to securitized finance receivables structured
     as collateralized borrowings...........................  14,484.5     12,100.6      4,641.8          -            -
Total liabilities...........................................  54,724.8     51,810.9     43,990.6     36,229.4     34,082.0
Company-obligated mandatorily redeemable
     preferred securities of subsidiary trusts..............   1,914.5      2,403.9      2,639.1      2,096.9      1,383.9
Shareholders' equity .......................................   4,753.0      4,374.4      5,556.2      5,273.6      5,213.9

OTHER FINANCIAL DATA (d) (e)
Premium and asset accumulation product collections (f)......  $6,247.1    $ 7,158.6     $6,986.0     $6,051.3     $5,075.6
Operating earnings (g)......................................     218.0        151.8        749.2        841.1        991.8
Managed finance receivables.................................  43,002.3     46,585.9     45,791.4     37,199.8     27,957.1
Total managed assets (at fair value) (h)....................  94,567.7     95,471.7     98,561.8     87,247.4     70,259.8
Shareholders' equity, excluding accumulated other
  comprehensive income (loss)...............................   5,192.0      5,025.4      6,327.8      5,302.0      5,013.3
Book value per common share outstanding, excluding
  accumulated other comprehensive income (loss).............     13.61        13.95        17.85        16.46        15.80
Delinquencies greater than 60 days as a percentage of
  managed finance receivables...............................     2.10%        1.76%        1.42%        1.19%        1.08%
Net credit losses as a percentage of average managed
  finance receivables.......................................     2.41%        1.79%        1.31%        1.03%        1.05%
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(a)  Comparison of selected supplemental consolidated financial data in the
     table above is significantly affected by the following business
     combinations accounted for as purchases: Washington National Corporation
     (effective December 1, 1997); Colonial Penn Life Insurance Company and
     Providential Life Insurance Company (September 30, 1997); Pioneer Financial
     Services, Inc. (April 1, 1997); and Capitol American Financial Corporation
     (January 1, 1997). All financial data have been restated to give
     retroactive effect to the merger with Conseco Finance accounted for as a
     pooling of interests.

(b)  Subsequent to September 8, 1999, we no longer structure the securitizations
     of the loans we originate in a manner that results in gain-on-sale
     revenues. After that date, the gains we recognize are generally related to
     the sale of the entire loan (with no interests retained by the Company).
     For more information on this change, see "Management's Discussion and
     Analysis of Consolidated Financial Condition and Results of Operations -
     Finance Segment - General."

(c)  Net income (loss) includes the following:

                                                                2001          2000         1999         1998         1997
                                                                ----          ----         ----         ----         ----
                                                                                   (Dollars in millions)
       Net investment gains (losses), net of income tax
          and other items...................................    $(242.8)    $(198.1)     $(111.9)     $ (32.8)    $   44.1
       Impairment charge, net of income tax.................     (250.4)     (324.9)      (349.2)      (355.8)      (117.8)
       Special charges and additional amortization,
          net of income tax.................................     (123.5)     (534.9)         -         (148.0)         -
       Gain on sale of interest in riverboat, net of income
          tax...............................................      122.6         -            -            -            -
       Provision for losses related to loan guarantees,
          net of income tax.................................     (110.2)     (150.0)       (11.9)         -            -
       Venture capital income (loss), net of expenses and
          taxes.............................................      (15.2)      (99.4)       170.0          -            -
       Amounts related to discontinued businesses and
          other non-recurring items, net of income tax......      (34.4)       13.6        147.3        205.2        (44.8)
       Cumulative effect of accounting change, net of
          income tax........................................        -         (55.3)         -            -            -
       Extraordinary gain (loss) on extinguishment of debt,
          net of income tax.................................       17.2        (5.0)         -          (42.6)        (6.9)

     Refer to "Management's Discussion and Analysis of Consolidated Financial
     Condition and Results of Operations" and the notes to the consolidated
     financial statements for additional discussion of the above items.

(d)  All share and per-share amounts have been restated to reflect the
     two-for-one stock split paid on February 11, 1997.

(e)  Amounts under this heading are included to assist the reader in analyzing
     the Company's financial position and results of operations. Such amounts
     are not intended to, and do not, represent insurance policy income, net
     income, shareholders' equity or book value per share prepared in accordance
     with generally accepted accounting principles ("GAAP").

(f)  Includes premiums received from universal life products and products
     without mortality or morbidity risk. Such premiums are not reported as
     revenues under GAAP and were $2,267.2 million in 2001; $2,731.1 million in
     2000; $3,023.3 million in 1999; $2,585.7 million in 1998; and $2,099.4
     million in 1997. Also includes deposits in mutual funds totaling $468.7
     million in 2001; $794.2 million in 2000; $479.3 million in 1999; $87.1
     million in 1998.; and $19.9 million in 1997. Also includes premiums related
     to our discontinued major medical business, totaling $737.1 million in
     2001; $910.6 million in 2000; $855.7 million in 1999; $878.2 million in
     1998; and $744.0 million in 1997.

(g)  Represents net income excluding the items described in note (c) above. See
     our description of the criteria we use to identify the items excluded from
     operating earnings in "Management's Discussion and Analysis of Consolidated
     Financial Condition and Results of Operations."

(h)  Includes: (i) all of the Company's assets; (ii) the total finance
     receivables managed by Conseco Finance applicable to the holders of
     asset-backed securities sold by Conseco Finance in securitizations
     structured in a manner that resulted in gain-on-sale revenue (adjusted for
     the interests retained by the Company); and (iii) the total market value of
     the
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          investment portfolios managed by the Company for others of $8.3
          billion, $7.2 billion, $11.4 billion, $11.2 billion and $5.1 billion
          at December 31, 2001, 2000, 1999, 1998 and 1997, respectively.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF CONSOLIDATED FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
In this section, we review the consolidated financial condition of Conseco at December 31, 2001 and 2000, the consolidated results of operations for the three years ended December 31, 2001, and where appropriate, factors that may affect future financial performance. Please read this discussion in conjunction with the accompanying consolidated financial statements, notes and selected consolidated financial data.
All statements, trend analyses and other information contained in this report and elsewhere (such as in filings by Conseco with the Securities and Exchange Commission, press releases, presentations by Conseco or its management or oral statements) relative to markets for Conseco's products and trends in Conseco's operations or financial results, as well as other statements including words such as "anticipate," "believe," "plan," "estimate," "expect," "project," "intend," "may," "will," "would," "contemplate," "possible," "attempts," "seeks," "should," "could," "goal," "target," "on track," "comfortable with," "optimistic" and other similar expressions, constitute forward-looking statements under the Private Securities Litigation Reform Act of 1995. Forward-looking statements are subject to known and unknown risks, uncertainties and other factors which may cause actual results, performance or achievements to be materially different from the future results, performance or achievements expressed or implied by the forward-looking statements. Assumptions and other important factors that could cause our actual results to differ materially from those anticipated in our forward-looking statements include, among other things:
(i) general economic conditions and other factors, including prevailing interest rate levels, stock and credit market performance and health care inflation, which may affect (among other things) Conseco's ability to sell its products, its ability to make loans and access capital resources and the costs associated therewith, the market value of Conseco's investments, the lapse rate and profitability of policies, and the level of defaults and prepayments of loans made by Conseco; (ii) Conseco's ability to achieve anticipated synergies and levels of operational efficiencies, including from our process excellence initiatives; (iii) customer response to new products, distribution channels and marketing initiatives; (iv) mortality, morbidity, usage of health care services and other factors which may affect the profitability of Conseco's insurance products; (v) performance of our investments; (vi) changes in the Federal income tax laws and regulations which may affect the relative tax advantages of some of Conseco's products; (vii) increasing competition in the sale of insurance and annuities and in the finance business; (viii) regulatory changes or actions, including those relating to regulation of financial services affecting (among other things) bank sales and underwriting of insurance products, regulation of the sale, underwriting and pricing of products, and health care regulation affecting health insurance products; (ix) the outcome of Conseco's efforts to sell assets and reduce, refinance or modify indebtedness and the availability and cost of capital in connection with this process; (x) actions by rating agencies and the effects of past or future actions by these agencies on Conseco's business; (xi) the ultimate outcome of lawsuits filed against Conseco; and (xii) the risk factors or uncertainties listed from time to time in Conseco's filings with the Securities and Exchange Commission. Other factors and assumptions not identified above are also relevant to the forward-looking statements, and if they prove incorrect, could also cause actual results to differ materially from those projected.
All written or oral forward-looking statements attributable to us are expressly qualified in their entirety by the foregoing cautionary statement. Our forward-looking statements speak only as of the date made. We assume no obligation to update or to publicly announce the results of any revisions to any of the forward-looking statements to reflect actual results, future events or developments, changes in assumptions or changes in other factors affecting the forward-looking statements.
Consolidated results and analysis
The net loss applicable to common stock of $418.7 million in 2001, or $1.24 per diluted share, included the following amounts, all presented net of tax: (i) net investment losses (net of related costs and amortization) of $242.8 million, or 72 cents per share; (ii) a loss of $15.2 million, or 4 cents per share, related to our venture capital investment in TeleCorp PCS, Inc. ("TeleCorp"); (iii) the gain on the sale of our interest in a riverboat of $122.6 million, or 36 cents per share; (iv) an impairment charge of $250.4 million, or 74 cents per share, related to the Company's interest-only securities and servicing rights; (v) the provision for loss of $110.2 million, or 33 cents per share, related to the Company's guarantee of bank loans to current and former directors, officers and key employees to purchase shares of Conseco common stock; (vi) special charges, amounts related to discontinued lines and other non-recurring items of $157.9 million, or 46 cents per share, as summarized in the notes to the consolidated financial statements; and (vii) an extraordinary gain of $17.2 million, or 5 cents per share, related to the early retirement of debt.
The net loss applicable to common stock of $1,202.2 million in 2000, or $3.69 per diluted share, included the following amounts, all presented net of tax: (i) net investment losses (net of related costs and amortization) of $198.1 million, or 61 cents per share; (ii) an impairment charge of $324.9 million, or $1.00 per share, related to the Company's interest-only securities and servicing rights; (iii) special charges of $521.3 million, or $1.60 per share, as summarized in the notes to the consolidated financial statements; (iv) the provision for loss of $150.0 million, or 46 cents per share, related to
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the Company's guarantee of bank loans made to current and former directors, officers and key employees to purchase shares of Conseco common stock; (v) a loss of $99.4 million, or 31 cents per share, related to our venture capital investment in TeleCorp; (vi) the cumulative charge related to an accounting change of $55.3 million, or 17 cents per share, related to new requirements for the valuation of interest-only securities; and (vii) an extraordinary charge of $5.0 million, or 1 cent per share, related to the early retirement of debt.
Net income applicable to common stock of $593.5 million in 1999, or $1.79 per diluted share, included the following amounts, all presented net of tax: (i) net investment losses (net of related costs and amortization) of $111.9 million, or 34 cents per share; (ii) an impairment charge of $349.2 million, or $1.05 per share, to reduce the value of interest-only securities and servicing rights;
(iii) the provision for loss of $11.9 million, or 3 cents per share, related to the Company's guarantee of bank loans made to current and former directors, officers and key employees to purchase shares of Conseco common stock; (iv) a gain of $170.0 million, or 51 cents per share, related to our venture capital investment in TeleCorp; and (v) the net income of $147.3 million, or 44 cents per share, related to the discontinued major medical business and other non-recurring items. The aforementioned special and impairment charges are explained in more detail in the notes to the accompanying consolidated financial statements.
We evaluate performance and determine future earnings goals based on operating earnings which we define as income before: (i) net investment gains (losses)(less that portion of amortization of cost of policies purchased and cost of policies produced and income taxes relating to such gains (losses));
(ii) the venture capital income (loss) related to our investment in TeleCorp;
(iii) the gain on the sale of our interest in a riverboat; (iv) special items not related to the continuing operations of our businesses (including impairment charges to reduce the value of interest-only securities and servicing rights, special charges and the provision for losses related to loan guarantees); (v) the effect on amortization of the cost of policies purchased and produced of significant changes in assumptions used to estimate future gross profits of insurance businesses; (vi) the net income (loss) related to the discontinued major medical business; and (vii) the effect of accounting changes and extraordinary gain (loss) on extinguishment of debt. The criteria used by management to identify the items excluded from operating earnings include whether the item: (i) relates to other than the continuing operations of our businesses; (ii) is infrequent; (iii) is material to net income (loss); (iv) results from restructuring activities; (v) results from a change in the regulatory environment; and/or (vi) relates to the sale of an investment or the change in estimated market value of our venture capital investments. The non-operating items which may occur will vary from period to period and since these items are determined based on management's discretion, inconsistencies in the application of the criteria may exist. Operating earnings are determined by adjusting GAAP net income for the above mentioned items. While these items may be significant components in understanding and assessing our consolidated financial performance, we believe that the presentation of operating earnings enhances the understanding of our results of operations by highlighting net income attributable to the normal, recurring operations of the business and by excluding events that materially distort trends in net income. However, operating earnings are not a substitute for net income (loss) determined in accordance with GAAP.
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Results of operations by segment for the three years ended December 31, 2001:
The following tables and narratives summarize our operating results by business segment.

                                                                                  2001             2000              1999
                                                                                  ----             ----              ----
                                                                                           (Dollars in millions)
Operating earnings from continuing operations before taxes and goodwill
   amortization:
     Insurance and fee-based segment operating
       earnings......................................................           $ 843.2       $   843.7         $ 1,187.6
     Finance segment operating earnings..............................             243.2           156.8             588.3
                                                                                -------       ---------         ---------

       Subtotal......................................................           1,086.4         1,000.5           1,775.9
                                                                                -------       ---------         ---------

Holding company activities:
   Corporate expenses, less charges to subsidiaries for services
     provided........................................................             (20.0)          (67.5)            (64.4)
   Interest and dividends, net of corporate investment income........            (549.0)         (651.8)           (451.6)
   Allocation of net interest to finance segment.....................               6.5           126.9              63.1
                                                                                -------       ---------         ---------

       Operating earnings from continuing operations before taxes
         and goodwill amortization...................................             523.9           408.1           1,323.0

Taxes  ..............................................................            (194.1)         (150.6)           (476.9)
                                                                                -------       ---------         ---------

       Operating earnings from continuing operations before
         goodwill amortization.......................................             329.8           257.5             846.1

Goodwill amortization................................................            (111.8)         (105.7)            (96.9)
                                                                                -------       ---------         ---------

       Operating earnings from continuing operations
         applicable to common stock..................................             218.0           151.8             749.2
                                                                                -------       ---------         ---------

Non-operating items, net of tax:
     Net realized losses.............................................            (242.8)         (198.1)           (111.9)
     Venture capital income (loss)...................................             (15.2)          (99.4)            170.0
     Gain on sale of interest in riverboat...........................             122.6              -                 -
     Impairment charge...............................................            (250.4)         (324.9)           (349.2)
     Provision for losses related to loan guarantees.................            (110.2)         (150.0)            (11.9)
     Special charges, discontinued lines and other non-recurring
       items.........................................................            (157.9)         (521.3)            147.3
     Extraordinary gain (loss) on extinguishment of debt ............              17.2            (5.0)               -
     Cumulative effect of accounting change..........................                -            (55.3)               -
                                                                                -------       ---------         ---------

       Total non-operating items, net of tax.........................            (636.7)       (1,354.0)           (155.7)
                                                                                -------       ---------         ---------
Net income (loss) applicable to common stock.........................          $ (418.7)      $(1,202.2)        $   593.5
                                                                               ========       =========         =========

CRITICAL ACCOUNTING POLICIES
The accounting policies described below require management to make significant estimates and assumptions using information available at the time the estimates are made. Such estimates and assumptions significantly affect various reported amounts of assets and liabilities. Management has made estimates in the past that we believed to be appropriate but were subsequently revised to reflect actual experience. If our future experience differs materially from these estimates and assumptions, our results of operations and financial condition could be affected. Accordingly, we consider them to be critical in preparing our consolidated financial statements. A more detailed description of our accounting policies is included in the notes to our consolidated financial statements.
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Investments
At December 31, 2001, the carrying value of our investment portfolio was $25.0 billion. The accounting risks associated with these assets relate to the recognition of income, our determination of other-than-temporary impairments and our estimation of fair values.
We defer any fees received or costs incurred when we originate investments. We amortize fees, costs, discounts and premiums as yield adjustments over the contractual lives of the investments. We consider anticipated prepayments on mortgage-backed securities in determining estimated future yields on such securities.
When we sell a security (other than trading securities or venture capital investments), we report the difference between the sale proceeds and amortized cost (determined based on specific identification) as an investment gain or loss.
We regularly evaluate all of our investments for possible impairment based on current economic conditions, credit loss experience and other investee-specific developments. If there is a decline in a security's net realizable value that is other than temporary, the decline is recognized as a realized loss and the cost basis of the security is reduced to its estimated fair value.
Our evaluation of investments for impairment requires significant judgments to be made including: (i) the identification of potentially impaired securities; (ii) the determination of their estimated fair value; and (iii) assessment of whether any decline in estimated fair value is other than temporary. If new information becomes available or the financial condition of the investee changes, our judgments may change resulting in the recognition of an investment loss at that time. At December 31, 2001, our accumulated other comprehensive loss included unrealized losses on investments of $816 million; we consider all such declines in estimated fair value to be temporary.
Estimated fair values for our investments are determined based on estimates from nationally recognized pricing services, broker-dealer market makers, and internally developed methods. Our internally developed methods require us to make judgments about the security's credit quality, liquidity and market spread.
We seek to closely match the estimated duration of our invested assets to the expected duration of our liabilities. When the estimated durations of assets and liabilities are similar, exposure to interest rate risk is minimized because a change in the value of assets should be largely offset by a change in the value of liabilities. A mismatch of the durations of invested assets and liabilities could have a significant impact on our results of operations and financial position.
Interest-Only Securities
Interest-only securities represent the right to receive certain future cash flows from securitization transactions structured prior to September 8, 1999, and totaled $141.7 million at December 31, 2001. Such cash flows generally are equal to the value of the principal and interest to be collected on the underlying financial contracts of each securitization in excess of the sum of the principal and interest to be paid on the securities sold and contractual servicing fees. We carry interest-only securities at estimated fair value. We determine fair value by discounting the projected cash flows over the expected life of the receivables sold using current estimates of future prepayment, default, loss and interest rates. We record any unrealized gain or loss determined to be temporary, net of tax, as a component of shareholders' equity. Declines in value are considered to be other than temporary when: (i) the fair value of the security is less than its carrying value; and (ii) the timing and/or amount of cash expected to be received from the security has changed adversely from the previous valuation which determined the carrying value of the security. When declines in value considered to be other than temporary occur, we reduce the amortized cost to estimated fair value and recognize a loss in the statement of operations. The assumptions used to determine new values are based on our internal evaluations and consultation with external advisors having significant experience in valuing these securities.
The determination of the value of our interest-only securities requires significant judgment. The Company has recognized significant impairment charges when the interest-only securities did not perform as well as anticipated based on our assumptions and expectations.
Our current valuation of interest-only securities may prove inaccurate in future periods. In the securitizations to which these interest-only securities relate, our finance subsidiary has retained certain contingent risks in the form of guarantees of certain lower rated securities issued to third parties by the securitization trusts. As of December 31, 2001, the total amount of these guarantees was $1.5 billion. If we have to make more payments on these guarantees than anticipated, or we experience higher than anticipated rates of loan prepayments, including those due to foreclosures or charge-offs, or any
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adverse changes in our other assumptions used for such valuation (such as interest rates and our loss mitigation policies), we could be required to recognize additional impairment charges (including potential payments related to $1.5 billion of guarantees) which could have a material adverse effect on our financial condition or results of operations. We consider any estimated payments related to these guarantees in the projected cash flows used to determine the value of our interest-only securities.
Finance Receivables
At December 31, 2001, the balance of our finance receivables was $18.0 billion. This value is significantly affected by our assessment of the collectibility of the receivables, servicing actions and the provision for credit losses that we establish.
The provision for credit losses charged to expense is based upon an assessment of current and historical loss experience, loan portfolio trends, the value of collateral, prevailing economic and business conditions, and other relevant factors. We reduce the carrying value of finance receivables to net realizable value at the earlier of: (i) six months of contractual delinquency; or (ii) when we take possession of the property securing the finance receivable. Estimates of the provision are revised each period, and changes are recorded in the period they become known. A significant change in the level of collectible finance receivables would have a significant adverse effect on our results of operations and financial position in future periods.
Cost of Policies Purchased and Cost of Policies Produced
At December 31, 2001, the combined balance of our cost of policies purchased and cost of policies produced was $4.2 billion. The recovery of these costs is dependent on the future profitability of the related business.
Each year, we evaluate the recoverability of the unamortized balance of the cost of policies purchased and the cost of policies produced. We consider estimated future gross profits or future premiums, expected mortality or morbidity, interest earned and credited rates, persistency and expenses in determining whether the balance is recoverable. If we determine a portion of the unamortized balance is not recoverable, it is charged to amortization expense.
The assumptions we use to amortize and evaluate the recoverability of the cost of policies produced and cost of policies purchased involve significant judgment. A revision to these assumptions could have a significant adverse effect on our results of operations and financial position in future periods.
Goodwill
At December 31, 2001, the balance of our goodwill was $3.7 billion. The recovery of this asset is dependent on the fair value of the life insurance business to which it relates. (The acquisition of Conseco Finance was accounted for as a pooling of interests: accordingly, there is no goodwill associated with our finance segment). Under generally accepted accounting principles in effect through December 31, 2001, these assets were generally amortized over a 40-year period, and were tested periodically to determine if they were recoverable from projected undiscounted net cash flows from earnings of the subsidiaries over the remaining amortization period. Effective in 2002, goodwill will no longer be amortized but will be subject to annual (or under certain circumstances more frequent) impairment tests based on the estimated fair value of the business units which comprise our insurance segment. There are numerous assumptions and estimates underlying the determination of the estimated fair value of these businesses. Different valuation methods and assumptions can produce significantly different results which could affect the amount of any potential impairment charge that might be required to be recognized.
The Company is currently evaluating the carrying value of goodwill under the new impairment test effective in 2002. We expect to record some level of impairment of goodwill in 2002 as a result of adopting this standard; however, the amount of such impairment, which could be material, is unknown at this time and is dependent upon the estimated fair market value of the insurance segment, which is currently in process. If we determine that an impairment charge is necessary based on our initial test, the rules require that we recognize the charge in the first quarter of 2002 (through restatement of first quarter results, if such impairment test is completed subsequent to March 31, 2002, as permitted by the transition provisions of the new rules). Although this standard will increase the Company's results of operations in the future due to the elimination of goodwill amortization from our statement of operations, any impairments would result in a charge. See "Consolidated Financial Condition" and the notes to our consolidated financial statements for further description of the new impairment test.
32
Income Taxes
Our income tax expense includes deferred income taxes arising from temporary differences between the financial reporting and tax bases of assets and liabilities and net operating loss carryforwards. These amounts are reflected in the balance of our income tax assets which totaled $678.1 million at December 31, 2001. In assessing the realization of our deferred income tax assets, we consider whether it is more likely than not that the deferred income tax assets will be realized. The ultimate realization of our deferred income tax assets depends upon generating future taxable income during the periods in which our temporary differences become deductible and before our net operating loss carryforwards expire. We evaluate the recoverability of our deferred income tax assets by assessing the need for a valuation allowance on a quarterly basis. If we determine that it is more likely than not that our deferred income tax assets will not be recovered, a valuation allowance will be established against some or all of our deferred income tax assets. This could have a significant effect on our future results of operations and financial position.
No valuation allowance has been provided on our deferred income tax assets at December 31, 2001, as we believe it is more likely than not that all such assets will be realized. We reached this conclusion after considering the availability of taxable income in prior carryback years, tax planning strategies, and the likelihood of future taxable income exclusive of reversing temporary differences and carryforwards. Differences between forecasted and actual future operating results could adversely impact our ability to realize our deferred income tax assets.
To utilize all of our net operating loss carryforwards before expiration, we would need to generate minimum taxable income by group of:
o $201.4 million before 2016 in our insurance subsidiaries;
o $142.8million before 2018 in certain of our acquired companies; and
o $832.1 million before 2020 in our finance subsidiaries, certain insurance subsidiaries and corporate operations.
In recent years, we have had losses before income taxes for financial reporting purposes. However, we believe that existing levels of income from our continuing operations coupled with changes in our operations that either have taken place or will take place are sufficient to generate the minimum amounts of taxable income set forth above to utilize our net operating loss carryforwards before they expire. Such changes include: (i) reduction in corporate obligations; (ii) various cost saving initiatives; (iii) transfer of certain customer service and backroom operations to our India subsidiary; (iv) the discontinuation of certain unprofitable businesses, such as major medical insurance; and (v) other changes in an effort to increase the efficiency of our business operations.
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The following chart reconciles our income (loss) before taxes for financial statement purposes to our taxable income (loss) for income tax purposes:

                                                                 2001          2000        1999
                                                                 ----          ----        ----
                                                                     (Dollars in millions)
Income (loss) before income taxes, minority interest,
    extraordinary gain (loss) and cumulative effect of
    accounting change........................................  $(419.4)    $(1,361.8)    $1,150.9
Adjustments to determine taxable income:
    Net investment income - finance segment assets...........    (37.2)         81.0        257.5
    Venture capital income related to investment
       in TeleCorp PCS, Inc..................................     42.9         199.5       (354.8)
    Gain on sale of finance receivables......................       -             -        (550.6)
    Provision for losses.....................................    284.2         331.3         64.3
    Amortization.............................................    109.6         105.7         96.9
    Special charges..........................................       -          256.9           -
    Impairment charges.......................................    386.9         515.7        554.3
    Distributions on Company-obligated mandatorily
       redeemable preferred securities of subsidiary trusts..   (183.8)       (223.5)      (204.3)
    Extraordinary gain (loss) on extinguishment of debt......     26.5          (7.7)          -
    Cumulative effect of accounting change...................       -           85.1           -
    Tax benefit related to issuance of shares under stock
       option plans..........................................    (68.0)        (18.9)       (71.4)
    Net operations loss deduction............................    (89.9)           -        (489.8)
    Other....................................................    113.6          74.3         43.6
                                                               -------     ---------     --------

       Taxable income for income tax purposes................  $ 165.4     $    37.6     $  496.6
                                                               =======     =========     ========

At December 31, 2001, Conseco had federal income tax loss carryforwards of $1,176.3 million available (subject to various statutory restrictions) for use on future tax returns. These carryforwards will expire as follows: $2.4 million in 2003; $11.2 million in 2004; $4.9 million in 2005; $.7 million in 2006; $7.9 million in 2007; $7.5 million in 2008; $10.5 million in 2009; $4.6 million in 2010; $5.7 million in 2011; $10.1 million in 2012; $43.9 million in 2013; $6.9 million in 2014; $144.7 million in 2016; $24.0 million in 2017; $242.0 million in 2018; $159.1 million in 2019; and $490.2 million in 2020.
Based on our projections of future taxable income, we expect to utilize the largest portion of our net operating loss carryforwards relating to our non-life insurance companies of $832.1 million over the next four to five years. Approximately, 90 percent of our net operating loss carryforwards do not begin to expire until 2016. Finally, based on our projections of future financial reporting income and assuming that our deferred income tax assets and liabilities reverse to the extent of future projected financial reporting income, we expect to utilize all of our net deferred income tax assets of $662.7 million over the next four or five years.
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Liabilities for Insurance Products
At December 31, 2001, the total balance of our liabilities for insurance and asset accumulation products was $29.1 billion. These liabilities are often payable over an extended period of time and the profitability of the related products is dependent on the pricing of the products and other factors. Differences between what we expected when we sold these products and actual experience could result in future losses.
We calculate and maintain reserves for the estimated future payment of claims to our policyholders based on actuarial assumptions. For our health insurance business, we establish an active life reserve plus a liability for due and unpaid claims, claims in the course of settlement and incurred but not reported claims, as well as a reserve for the present value of amounts not yet due on claims. Many factors can affect these reserves and liabilities, such as economic and social conditions, inflation, hospital and pharmaceutical costs, changes in doctrines of legal liability and extra contractual damage awards. Therefore, the reserves and liabilities we establish are necessarily based on extensive estimates, assumptions and historical experience. Establishing reserves is an uncertain process, and it is possible that actual claims will materially exceed our reserves and have a material adverse effect on our results of operations and financial condition. Our financial results depend significantly upon the extent to which our actual claims experience is consistent with the assumptions we used in determining our reserves and pricing our products. If our assumptions with respect to future claims are incorrect, and our reserves are insufficient to cover our actual losses and expenses, we would be required to increase our liabilities, negatively affecting our operating results.
Liabilities for Loss Contingencies Related to Lawsuits and Our Guarantees of Bank Loans and Related Interest Loans
We are involved on an ongoing basis in lawsuits relating to our operations, including with respect to sales practices, and we and current and former officers and directors are defendants in pending class action lawsuits asserting claims under the securities laws and in derivative lawsuits. The ultimate outcome of these lawsuits cannot be predicted with certainty. We recognize an estimated loss from these loss contingencies when we believe it is probable that a loss has been incurred and the amount of the loss can be reasonably estimated. However, it is difficult to measure the actual loss that might be incurred related to litigation. The ultimate outcome of these lawsuits could have a significant impact on our results of operations and financial position.
We also establish a liability for potential losses related to our guarantees of bank loans and the related interest loans to approximately 155 current and former directors, officers and key employees for the purchase of Conseco common stock. This liability is based on an assessment of the value of collateral held for the loans, the personal wealth of the participants in the stock purchase plan, and other factors (such as current and expected future earnings of the participants) which could affect the participants' ability to repay the loans. As of December 31, 2001, we had guaranteed loans totaling $545.4 million. In addition, Conseco has provided loans to participants for interest on the bank loans totaling $143.6 million. At December 31, 2001, we had recognized a reserve liability of $420.0 million based on our estimate. A significant change in the ability of participants to meet their obligations related to the bank loans and related interest loans would have a significant effect on our results of operations and financial position.
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Insurance and fee-based operations:

                                                                                      2001         2000          1999
                                                                                      ----         ----          ----
                                                                                             (Dollars in millions)
Premiums and asset accumulation product collections:
   Annuities......................................................................   $ 1,744.2    $ 2,255.7    $ 2,473.7
   Supplemental health............................................................     2,347.5      2,263.9      2,206.6
   Life...........................................................................       949.6        934.2        970.7
                                                                                     ---------    ---------    ---------

       Collections on insurance products from continuing operations...............     5,041.3      5,453.8      5,651.0

   Major medical..................................................................       737.1        910.6        855.7
                                                                                     ---------    ---------    ---------

       Total collections on insurance products....................................     5,778.4      6,364.4      6,506.7

   Mutual funds...................................................................       468.7        794.2        479.3
                                                                                     ---------    ---------    ---------

       Total premiums and asset accumulation product collections..................   $ 6,247.1    $ 7,158.6    $ 6,986.0
                                                                                     =========    =========    =========

Average liabilities for insurance and asset accumulation products (excluding
   discontinued major medical business):
     Annuities:
       Mortality based............................................................   $   425.0    $   454.6    $   600.3
       Equity-linked..............................................................     2,632.2      2,550.6      1,710.1
       Deposit based..............................................................     8,756.0      9,618.1     10,864.7
       Separate accounts and investment trust liabilities.........................     2,401.6      2,684.1      1,717.4
     Health.......................................................................     5,106.3      4,753.9      4,326.1
     Life:
       Interest sensitive.........................................................     4,305.0      4,264.0      4,121.6
       Non-interest sensitive.....................................................     2,691.0      2,682.8      2,799.9
                                                                                     ---------    ---------    ---------

       Total average liabilities for insurance and asset accumulation products,
         net of reinsurance ceded.................................................   $26,317.1    $27,008.1    $26,140.1
                                                                                     =========    =========    =========

Revenues:
   Insurance policy income........................................................   $ 3,313.5    $ 3,315.0    $ 3,174.3

   Net investment income:
     General account invested assets..............................................     1,788.7      1,882.7      1,959.5
     Equity-indexed products based on the change in value of the S&P 500
       Call Options...............................................................      (114.2)      (111.0)        46.0
     Separate account assets......................................................      (172.2)       246.0        172.8
   Fee revenue and other income...................................................       101.1        129.0        111.7
                                                                                     ---------    ---------    ---------

       Total revenues (a).........................................................     4,916.9      5,461.7      5,464.3
                                                                                     ---------    ---------    ---------

Expenses:
   Insurance policy benefits......................................................     2,457.0      2,440.9      2,176.0
   Amounts added to policyholder account balances:
     Annuity products and interest-sensitive life products other than those
       listed below...............................................................       578.1        615.2        666.4
     Equity-indexed products based on S&P 500 Index...............................          .8         11.4        141.3
     Separate account liabilities.................................................      (172.2)       246.0        172.8
   Amortization related to operations.............................................       592.2        596.0        495.1
   Interest expense on investment borrowings......................................        33.8         18.6         57.9
   Other operating costs and expenses.............................................       584.0        689.9        567.2
                                                                                     ---------    ---------    ---------

       Total benefits and expenses (a)............................................     4,073.7      4,618.0      4,276.7
                                                                                     ---------    ---------    ---------

       Operating income before goodwill amortization, income taxes and
         minority interest........................................................       843.2        843.7      1,187.6

Goodwill amortization.............................................................      (111.8)      (105.7)       (96.9)
Net investment losses, including related costs and amortization...................      (373.4)      (304.9)      (172.1)
Special charges and additional amortization.......................................       (56.5)       (25.6)          -
                                                                                     ---------    ---------    ---------

       Income before income taxes and minority interest...........................  $    301.5    $   407.5    $   918.6
                                                                                     =========    =========    =========

(continued)
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(continued from previous page)

                                                                                        2001          2000         1999
                                                                                        ----          ----         ----
                                                                                             (Dollars in millions)

Ratios:
   Investment income, net of interest credited on annuities and universal life
     products and interest expense on investment borrowings, as a percentage of
     average liabilities for insurance and asset accumulation
     products (b)...................................................................      4.45%        4.59%        4.52%
   Operating costs and expenses (excluding amortization of cost of policies
     produced and cost of policies purchased) as a percentage of average
     liabilities for insurance and asset accumulation products......................      2.22%        2.55%        2.17%

Health loss ratios:
   All health lines:
     Insurance policy benefits......................................................  $1,750.4     $1,741.1     $1,502.5
     Loss ratio.....................................................................     74.28%       76.21%       68.61%

   Medicare supplement:
     Insurance policy benefits......................................................    $635.9       $675.5       $638.1
     Loss ratio.....................................................................     65.25%       71.60%       68.95%

   Long-term care:
     Insurance policy benefits......................................................    $762.7       $691.5       $545.0
     Loss ratio.....................................................................     86.39%       84.17%       71.98%
     Interest-adjusted loss ratio...................................................     67.32%       66.77%       51.10%

   Specified disease:
     Insurance policy benefits......................................................    $250.9       $256.4       $232.9
     Loss ratio.....................................................................     67.35%       69.00%       62.03%

   Other:
     Insurance policy benefits......................................................    $100.9       $117.7        $86.5
     Loss ratio.....................................................................     79.66%       79.53%       65.58%

--------------------
(a)  Revenues exclude net investment gains (losses); benefits and expenses
     exclude amortization related to realized gains and goodwill amortization
(b)  Investment income includes income from general account assets only. Average
     insurance liabilities exclude liabilities related to separate accounts,
     investment trust and reinsurance ceded.

General: Conseco's life insurance subsidiaries develop, market and administer annuity, supplemental health, individual life insurance and other insurance products. We distribute these products through a career agency force, professional independent producers and direct response marketing. This segment excludes our discontinued major medical business.
Collections on insurance products from continuing operations in 2001 were $5.0 billion, down 7.6 percent from 2000. Such collections in 2000 were $5.5 billion, down 3.5 percent from 1999. Sales of our equity-indexed and variable annuity products were adversely affected by the stock market performance in 2001. Declines in our financial strength ratings during 2000 and 2001 adversely affected the marketing of our insurance products.
See "Premium and Asset Accumulation Product Collections" for further analysis.
Average liabilities for insurance and asset accumulation products, net of reinsurance receivables, were $26.3 billion in 2001, down 2.6 percent from 2000, and $27.0 billion in 2000, up 3.3 percent over 1999. Such decrease in 2001 reflects: (i) the decreased sales of interest-sensitive products (surrenders exceeded new sales in 2001); and (ii) the decreased value of the separate account assets which are equal to the liabilities related to our variable insurance products.
Insurance policy income is comprised of: (i) premiums earned on policies which provide mortality or morbidity coverage; and (ii) fees and other charges made against other policies. Such income has been relatively stable over the last three years. See "Premium and Asset Accumulation Product Collections" for further analysis.
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Net investment income on general account invested assets (which excludes income on separate account assets related to variable annuities; and the income (loss), cost and change in the fair value of S&P 500 Call Options related to equity-indexed products) decreased by 5.0 percent, to $1,788.7 million, in 2001, and by 3.9 percent, to $1,882.7 million, in 2000. The average balance of general account invested assets increased by .8 percent in 2001 to $25.7 billion and decreased by 1.3 percent in 2000 to $25.5 billion. The yield on these assets was 7.0 percent in 2001, 7.4 percent in 2000 and 7.6 percent in 1999. The decrease reflects general decreases in investment interest rates between periods, and the lower general account invested assets due to decreased sales and higher surrenders.
Net investment income related to equity-indexed products based on the change in value of the S&P 500 Call Options represents the change in the estimated fair value of our S&P 500 Index Call Options which are purchased in an effort to cover certain benefits accruing to the policyholders of our equity-indexed products. Our equity-indexed products are designed so that the investment income spread earned on the related insurance liabilities should be more than adequate to cover the cost of the S&P 500 Call Options and other costs related to these policies. Option costs that are attributable to benefits provided were $119.0 million, $123.9 million and $96.3 million in 2001, 2000 and 1999, respectively. These costs are reflected in the change in market value of the S&P 500 Call Options included in the investment income amounts. Net investment income related to equity-indexed products before this expense was $4.8 million, $12.9 million and $142.3 million in 2001, 2000 and 1999, respectively. Such amounts were substantially offset by the corresponding charge to amounts added to policyholder account balances for equity-indexed products of $.8 million, $11.4 million and $141.3 million in 2001, 2000 and 1999, respectively. Such income and related charge fluctuated based on the value of options embedded in the Company's equity-indexed annuity products policyholder account balance subject to this benefit and to the performance of the S&P 500 Index to which the returns on such products are linked.
Net investment income (loss) from separate account assets is offset by a corresponding charge (credit) to amounts added to policyholder account balances for separate account liabilities. Such income (loss) and related charge (credit) fluctuated in relationship to total separate account assets and the return earned on such assets.
Fee revenue and other income includes: (i) revenues we receive for managing investments for other companies; and (ii) fees received for marketing insurance products of other companies. This amount decreased in 2001 primarily as a result of a decrease in the market value of investments managed for others, upon which these fees are based. This amount increased in 2000 primarily due to the revenues of an insurance marketing company purchased in 2000.
Insurance policy benefits increased in 2001 and 2000 as a result of the factors summarized in the explanations for loss ratios related to specific products which follow. Loss ratios are calculated by taking the related insurance product's: (i) policy benefits; divided by (ii) policy income.
The loss ratio for Medicare supplement products improved in 2001 primarily because: (i) our estimate of the 2000 year end reserve proved to be higher than necessary to cover pre-2001 claims; and (ii) were lower than expected claim costs resulting from new government regulations related to amounts due on hospital outpatient claims. Such ratio increased in 2000, for the following reasons: (i) our estimate of 1999 year end reserves proved to be less than necessary to cover pre-2000 claims; (ii) the mix of our Medicare supplement business in 2000 includes a higher percentage of less profitable standard Medicare supplement policies than the prior year (and a lower percentage of more profitable nonstandard policies that we are no longer able to offer to new policyholders); and (iii) a larger portion of certain older blocks of our Medicare supplement business has remained inforce longer than we expected. While the Company benefits from the additional profits earned on the larger blocks of business, the loss ratio will generally increase since the older policies have higher claim costs. Governmental regulations generally require us to attain and maintain a loss ratio, after three years, of not less than 65 percent.
The loss ratios for long-term care products increased in 2001 and 2000, reflecting: (i) unfavorable claims experience; (ii) refinements made to the reserve estimation process; and (iii) the effects of the asset accumulation phase of these products. The net cash flows from our long-term care products generally result in the accumulation of amounts in the early years of a policy (accounted for as reserve increases) which will be paid out as benefits in later policy years (accounted for as reserve decreases). Accordingly, during the asset accumulation phase of these policies, the loss ratio will increase, but the increase in the change in reserve will be partially offset by investment income earned on the assets which have accumulated. The interest-adjusted loss ratio for long-term care products is calculated by taking the insurance product's (i) policy benefits less interest income on the accumulated assets which back the insurance liabilities; divided by (ii) policy income. In order to improve the profitability of the long-term care product line, we are currently selling products with higher margins and we have continued to apply for appropriate rate increases on older blocks of business.
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Our general expectation is for the loss ratio for specified disease products to be approximately 65 percent. The 2001 and 1999 loss ratio for specified disease products were generally within our expectations. The higher loss ratio in 2000 reflects changes in estimates of period end claim liabilities.
The loss ratios on our other products will fluctuate due to the smaller size of these blocks of business. The loss ratios on this business have generally been within our expectations during 2001 and 2000.
Amounts added to policyholder account balances for annuity products decreased by 6.0 percent, to $578.1 million, in 2001, and 7.7 percent, to $615.2 million, in 2000. These decreases reflect a smaller block of this type of annuity business inforce, on the average, over the last 3 years. Average liabilities for these products were $13.1 billion in 2001, down 5.9 percent from 2000, and $13.9 billion in 2000, down 7.4 percent from 1999. The weighted average rate of interest we credit to these annuity liabilities was approximately 4.5 percent during 2001, 2000 and 1999.
Amounts added to equity indexed products and separate account liabilities correspond to the related investment income accounts described above. Such amount includes the decline in the value of S&P 500 Call Options embedded in the Company's equity-indexed products policyholder account balance.
Amortization related to operations includes amortization of: (i) the cost of policies produced; and (ii) the cost of policies purchased. Generally, amortization fluctuated in relationship to the total account balances subject to amortization.
Interest expense on investment borrowings increased in 2001 along with our investment borrowing activities. Average investment borrowings were $1,029.7 million during 2001, compared to $324.4 million during 2000 and $1,081.1 million during 1999. The weighted average interest rate on such borrowings was 3.3 percent, 5.7 percent and 5.4 percent during 2001, 2000 and 1999, respectively. Investment borrowings fluctuate based on the market conditions for these transactions.
Other operating costs and expenses decreased in 2001 consistent with our cost cutting programs and the current business plans for the segment. The increase in such expenses in 2000 was primarily the result of our increased business and marketing initiatives. The fluctuations in expenses are reflected in the ratio of operating expenses (excluding amortization of cost of policies produced and cost of policies purchased) as a percentage of average liabilities for insurance and asset accumulation products (2.22 percent for 2001, compared to 2.55 percent for 2000 and 2.17 percent for 1999).
Net investment gains (losses), including related costs and amortization fluctuate from period to period. During 2001, 2000 and 1999, we recognized net investment losses of $413.7 million, $358.3 million and $156.2 million, respectively. The net investment losses during 2001 included: (i) $141.9 million to recognize the impact of higher default rate assumptions on certain structured investments; (ii) $62.4 million to recognize losses on investments held in our private equity portfolio; (iii) $184.8 million to write down lower-rated securities to fair value due to an other-than-temporary decline in fair value or the Company's plan to sell the securities in connection with investment restructuring activities (including purchases of investment grade securities which were subsequently downgraded to below-investment grade: Sunbeam Corp., Enron Corp., Crown Cork & Seal Company Inc., Global Crossing Ltd. and K Mart Corp.); and (iv) $24.6 million of losses from the sales of investments (primarily fixed maturities) which generated proceeds of $24.2 billion. During 2000, we recorded $189.3 million of writedowns; $109.8 million of losses from the sales of investments; and a $59.2 million loss related to the termination of certain swap agreements. During 1999, we recorded $27.8 million of writedowns and $128.4 million of losses from the sales of investments.
When we sell securities at a gain (loss) and reinvest the proceeds at a different yield, we increase (reduce) the amortization of cost of policies purchased and cost of policies produced in order to reflect the change in future yields. Sales of fixed maturity investments resulted in a reduction in the amortization of the cost of policies purchased and the cost of policies produced of $40.3 million in 2001 and $53.4 million in 2000 and an increase in such amortization in 1999 of $15.9 million.
Special charges in 2001 were $21.5 million. Such charges primarily relate to severance benefits and costs incurred in conjunction with the transfer of certain customer service and backroom operations to our India subsidiary. These charges are described in greater detail in the notes to the accompanying consolidated financial statements.
Additional amortization in the insurance segment represents the amortization of the cost of policies produced and cost of policies purchased as a result of changes in our assumptions used to estimate the future gross profits of our annuity business. The cost of policies produced and the cost of policies purchased are amortized in relation to the estimated gross profits to be earned over the life of our annuity products. As a result of economic developments, actual experience of our products and changes in our expectations, we changed our investment yield assumptions used in calculating the estimated
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gross profits to be earned on our annuity products. Such changes resulted in additional amortization of the cost of policies produced and cost of policies purchased of $35.0 million and $25.6 million in 2001 and 2000, respectively.
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Finance operations:

                                                                                      2001         2000          1999
                                                                                      ----         ----          ----
                                                                                           (Dollars in millions)
Contract originations:
   Manufactured housing.........................................................  $ 2,499.5    $ 4,395.8      $ 6,607.3
   Mortgage services............................................................    3,043.7      4,448.3        6,745.8
   Retail credit................................................................    3,585.8      2,582.1        2,036.0
   Consumer finance - closed-end................................................        -          544.6          790.7
   Floorplan....................................................................    2,101.5      3,950.4        5,559.1
   Discontinued.................................................................       86.8        969.1        3,370.1
                                                                                  ---------    ---------      ---------

     Total......................................................................  $11,317.3    $16,890.3      $25,109.0
                                                                                  =========    =========      =========

Sales of finance receivables:
   Manufactured housing.........................................................  $     3.6    $   600.7      $ 5,598.2
   Mortgage services............................................................      833.8        913.1        3,748.4
   Floorplan....................................................................         -            -           117.7
   Retained bonds...............................................................         -            -          (379.7)
   Discontinued lines...........................................................      802.3      1,174.9          574.5
                                                                                  ---------    ---------      ---------

     Total......................................................................  $ 1,639.7    $ 2,688.7      $ 9,659.1
                                                                                  =========    =========      =========

Managed receivables (average):
   Manufactured housing.........................................................  $25,979.1    $25,700.4      $22,899.2
   Mortgage services............................................................   12,555.5     13,254.6       10,237.5
   Retail credit................................................................    2,248.0      1,523.0          937.9
   Consumer finance - closed-end................................................    1,735.2      2,173.1        2,121.6
   Floorplan...................................................................     1,181.7      2,070.4        2,098.4
   Discontinued lines...........................................................      674.7      2,700.3        3,469.2
                                                                                  ---------    ---------      ---------

     Total......................................................................  $44,374.2    $47,421.8      $41,763.8
                                                                                  =========    =========      =========

Revenues:
   Net investment income:
     Finance receivables and other..............................................  $ 2,260.2    $ 1,933.8      $   647.1
     Interest-only securities...................................................       51.5        106.6          185.1
   Gain on sale of finance receivables..........................................       26.9          7.5          550.6
   Fee revenue and other income.................................................      345.0        369.0          372.7
                                                                                  ---------    ---------      ---------

     Total revenues.............................................................    2,683.6      2,416.9        1,755.5
                                                                                  ---------    ---------      ---------

Expenses:
   Provision for losses.........................................................      563.6        354.2          128.7
   Finance interest expense.....................................................    1,234.4      1,152.4          341.3
   Other operating costs and expenses...........................................      642.4        753.5          697.2
                                                                                  ---------    ---------      ---------

     Total expenses.............................................................    2,440.4      2,260.1        1,167.2
                                                                                  ---------    ---------      ---------

     Operating income before impairment charges, special charges, income
       taxes and extraordinary charge...........................................      243.2        156.8          588.3

Impairment charges..............................................................      386.9        515.7          554.3
Special charges.................................................................       21.5        394.3             -
                                                                                  ---------    ---------      ---------

     Income (loss) before income taxes and extraordinary charge.................  $  (165.2)   $  (753.2)     $    34.0
                                                                                  =========    =========      =========
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General: Conseco's finance subsidiaries provide financing for manufactured housing, home equity, home improvements, consumer products and equipment, and provide consumer and commercial revolving credit. Finance products include both fixed-term and revolving loans and leases. Conseco also markets physical damage and other credit protection relating to the loans it services.
After September 8, 1999, we no longer structure our securitizations in a manner that results in recording a sale of the loans. Instead, new securitization transactions are being structured to include provisions that entitle the Company to repurchase assets transferred to the special purpose entity when the aggregate unpaid principal balance reaches a specified level. Until these assets are repurchased, however, the assets are the property of the special purpose entity and are not available to satisfy the claims of creditors of the Company. In addition, our securitization transactions are structured so that the Company, as servicer for the loans, is able to exercise significant discretion in making decisions about the serviced portfolio. Pursuant to Financial Accounting Standards Board Statement No. 140, "Accounting for the Transfer and Servicing of Financial Assets and Extinguishments of Liabilities" ("SFAS 140"), such securitization transactions are accounted for as secured borrowings whereby the loans and securitization debt remain on the balance sheet, rather than as sales.
The change to the structure of our new securitizations has no effect on the total profit we recognize over the life of each new loan, but it changes the timing of profit recognition. Under the portfolio method (the accounting method required for our securitizations which are structured as secured borrowings), we recognize: (i) earnings over the life of new loans as interest revenues are generated; (ii) interest expense on the securities which are sold to investors in the loan securitization trusts; and (iii) provisions for losses. As a result, our reported earnings from new loans securitized in transactions accounted for under the portfolio method are lower in the period in which the loans are securitized (compared to our historical method) and higher in later periods, as interest spread is earned on the loans.
During 2000 and 2001, we completed several actions with respect to Conseco Finance, including: (i) the sale, closing or runoff of several units (including asset-based lending, vendor leasing, bankcards, transportation and park construction); (ii) monetization of certain on-balance sheet financial assets through sales or as collateral for additional borrowings; and (iii) cost savings and restructuring of ongoing businesses such as streamlining of loan origination operations in the manufactured housing and home equity divisions. These courses of action and the change to the portfolio method of accounting have caused significant fluctuations in account balances as further described below. In early 2002, we announced our decision to reduce the size of our floorplan lending business.
The risks associated with our finance business become more acute in any economic slowdown or recession. Periods of economic slowdown or recession may be accompanied by decreased demand for consumer credit and declining asset values. In the home equity mortgage and manufactured housing businesses, any material decline in real estate values reduces the ability of borrowers to use home equity to support borrowing and increases the loan-to-value ratios of loans previously made, thereby weakening collateral coverage and increasing the size of losses in the event of a default. Delinquencies, foreclosures and losses generally increase during economic slowdowns or recessions. Proposed changes to the federal bankruptcy laws applicable to individuals would make it more difficult for borrowers to seek bankruptcy protection, and the prospect of these changes may encourage certain borrowers to seek bankruptcy protection before the law changes become effective, thereby increasing delinquencies. For our finance customers, loss of employment, increases in cost-of-living or other adverse economic conditions would impair their ability to meet their payment obligations. Higher industry inventory levels of repossessed manufactured homes may affect recovery rates and result in future impairment charges and provision for losses. In addition, in an economic slowdown or recession, our servicing and litigation costs increase. Any sustained period of increased delinquencies, foreclosures, losses or increased costs would adversely affect our financial condition and results of operations.
Loan originations in 2001 were $11.3 billion, down 33 percent from 2000. Loan originations in 2000 were $16.9 billion, down 33 percent from 1999. The primary reason for the decrease was our decision to no longer originate certain lines of business and to manage our growth consistent with our revised business plan. This strategy allowed the finance segment to enhance net interest margins, to reduce the amount of cash required for new loan originations, and to transfer cash to the parent company.
Sales of finance receivables have decreased since 1999 as a result of the change in the structure of our securitizations. The sales of finance receivables in 2001 and 2000 are further explained below under "Gain on sale of finance receivables".
Managed receivables include finance receivables recorded on our consolidated balance sheet and those managed by us but applicable to holders of asset-backed securities sold in securitizations structured in a manner that resulted in gain-on-
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sale revenue. Average managed receivables decreased to $44.4 billion in 2001, down 6.4 percent from 2000, and increased to $47.4 billion in 2000, up 14 percent over 1999.
Net investment income on finance receivables and other consists of:
(i) interest earned on finance receivables; and (ii) interest income on short-term and other investments. Such income increased by 17 percent, to $2,260.2 million, in 2001 and by 199 percent, to $1,933.8 million, in 2000, consistent with the increases in average on-balance sheet finance receivables following the September 8, 1999 change in the manner in which we structure our securitizations as described above. The weighted average yields earned on finance receivables and other investments were 12.8 percent, 13.0 percent and 11.1 percent during 2001, 2000 and 1999, respectively. As a result of the change in the structure of our securitizations, future interest earned on finance receivables should increase as our average on-balance sheet finance receivables increase.
Net investment income on interest-only securities is the income recognized on the interest-only securities we retain after we sell finance receivables. Such income decreased by 52 percent, to $51.5 million, in 2001 and by 42 percent, to $106.6 million, in 2000. These fluctuations are consistent with the change in the average balance of interest-only securities. The weighted average yields earned on interest-only securities were 13.2 percent, 13.4 percent and 14.6 percent during 2001, 2000 and 1999, respectively. As a result of the change in the structure of our securitizations, our securitizations are accounted for as secured borrowings and we do not recognize gain-on-sale revenue or additions to interest-only securities from such transactions. Accordingly, future investment income accreted on the interest-only security will decrease, as cash remittances from the prior gain-on-sale securitizations reduce the interest-only security balances. In addition, the balance of the interest-only securities was reduced by $533.8 million in 1999, $504.3 million in 2000 (including $70.2 million due to the accounting change described in note 1 to the accompanying consolidated financial statements) and $264.8 million in 2001 due to impairment charges. Impairment charges are further explained below.
Gain on sales of finance receivables resulted from various loan sale transactions in 2001 and 2000. During 2001, we sold $1.6 billion of finance receivables which included: (i) our $802.3 million vendor services loan portfolio (which was marked-to-market in the fourth quarter of 2000 and no additional gain or loss was recognized in 2001); (ii) $568.4 million of high-loan-to-value mortgage loans; and (iii) $269.0 million of other loans. These sales resulted in net gains of $26.9 million. The Company entered into a servicing agreement on the high-loan-to-value mortgage loans sold. Pursuant to the servicing agreement, the servicing fees payable to the Company are senior to all other payments of the trust which purchased the loans. The Company also holds a residual interest in certain other cash flows of the trust. The Company did not provide any guarantees with respect to the performance of the loans sold. In 2000, we sold approximately $147.1 million of finance receivables in whole-loan sales resulting in net gains of $7.5 million. Gain on sales of finance receivables in 2000 excludes the gain realized on the sale of our bankcard portfolio which is included in special charges.
During 1999, the Company sold $9.7 billion of finance receivables in securitizations structured as sales and recognized gains of $550.6 million. During 2001 and 2000, we recognized no gain on sale related to securitized transactions.
Fee revenue and other income includes servicing income, commissions earned on insurance policies written in conjunction with financing transactions and other income from late fees. Such income decreased by 6.5 percent, to $345.0 million, in 2001 and by 1.0 percent, to $369.0 million, in 2000. Such decreases are primarily due to decreases in commission income as a result of reduced origination activities and the termination of sales of single premium credit life insurance. In addition, as a result of the change in the structure of our securitizations, we no longer record an asset for servicing rights at the time of our securitizations, nor do we record servicing fee revenue; instead, the entire amount of interest income is recorded as investment income. The amount of servicing income (which is net of the amortization of servicing assets and liabilities) was $115.3 million in 2001, $108.2 million in 2000 and $165.3 million in 1999. However, we expect servicing income to decline in future periods as the managed receivables in these securitizations are paid down. In 2000, the decrease in servicing income was partially offset by higher commissions and late fee income.
Provision for losses related to finance operations increased by 59 percent, to $563.6 million, in 2001 and by 175 percent, to $354.2 million, in 2000. These amounts relate to our on-balance sheet receivables. The increase is principally due to the increase in loans held on our balance sheet and an increase in delinquencies. In 2001, on-balance sheet finance receivables increased 9.2 percent to $18.0 billion as compared to 2000. At December 31, 2001 and 2000, the 60-days-and-over delinquencies as a percentage of on-balance sheet finance receivables were 2.19 percent and 1.48 percent, respectively. Under the portfolio method, we estimate an allowance for credit losses based upon our assessment of current and historical loss experience, loan portfolio trends, the value of collateral, prevailing economic and business conditions, and other relevant factors. Increases in our allowance for credit losses are recognized as expense based on our current assessments of such factors. For loans previously recorded as sales, the anticipated discounted credit losses over the expected life of the loans were reflected through a reduction in the gain-on-sale revenue recorded at the time of securitization.
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Our credit losses as a percentage of related loan balances for our on-balance sheet portfolio have been increasing over the last several quarters (1.69 percent, 1.96 percent, 2.25 percent, 2.39 percent and 2.50 percent for the quarters ended December 31, 2000, March 31, 2001, June 30, 2001, September 30, 2001 and December 31, 2001, respectively). We believe such increases reflect:
(i) the natural increase in delinquencies in some of our products as they age into periods at which we have historically experienced higher delinquencies;
(ii) the increase in retail credit receivables which typically experience higher credit losses; (iii) economic factors which have resulted in an increase in defaults; and (iv) a decrease in the recovery rates when repossessed properties are sold given current industry levels of repossessed assets.
At December 31, 2001, the Company had a total of 24,131 unsold properties (15,531 of which relate to our off-balance sheet securitizations) in repossession or foreclosure, compared to 20,110 properties at December 31, 2000. We reduce the value of repossessed property to our estimate of net realizable value upon foreclosure. With respect to our managed manufactured housing portfolio, we liquidated 25,750 units at an average loss severity rate (the ratio of the loss realized to the principal balance of the foreclosed loan) of 57 percent in 2001 compared to 23,861 units at an average loss severity rate of 54 percent in 2000. The loss severity rate related to our on-balance sheet manufactured housing portfolio was 49 percent in 2001, compared to 48 percent in 2000. We believe the higher average severity rate in 2001 related to our on-balance sheet manufactured housing portfolio is consistent with the aging of such portfolio. The higher industry levels of repossessed manufactured homes which we believe existed in the marketplace at December 31, 2001, may adversely affect recovery rates, specifically wholesale severity, as other lenders (including lenders who have exited the manufactured home lending business) have acted to more quickly dispose of repossessed manufactured housing inventory. Additionally, the higher levels of repossessed inventory that currently exists in the marketplace may make it more difficult for us to liquidate our inventory at or near historical recovery rates. In order to maintain recovery levels, we may decide to hold inventory longer potentially causing our repossessed inventory level to temporarily grow. We believe that our severity rates are positively impacted by our use of retail channels to dispose of repossessed inventory (where the repossessed units are sold through: (i) Company-owned sales lots; or (ii) our dealer network). We currently liquidate approximately 70 percent of our repossessed units through the retail channel; thus, we rely less on the wholesale channel (through which recovery rates are typically lower). We intend to continue to focus on the retail channel in an effort to maximize our recovery rates.
The Company believes that its historical loss experience has been favorably affected by various loss mitigation policies. Under one such policy, the Company works with the defaulting obligor and its dealer network to find a new buyer who meets our underwriting standards and is willing to assume the defaulting obligor's loan. Under other loss mitigation policies, the Company may permit qualifying obligors (obligors who are currently unable to meet the obligations under their loans, but are expected to be able to meet them in the future under modified terms) to defer scheduled payments or the Company may reduce the interest rate on the loan, in an effort to avoid loan defaults.
Due to the prevailing economic conditions in 2001, the Company increased the use of the aforementioned mitigation policies. Based on past experience, we believe these policies will reduce the ultimate losses we recognize. If we apply loss mitigation policies, we generally reflect the customer's delinquency status as not being past due. Accordingly, the loss mitigation policies favorably impact our delinquency ratios. We attempt to appropriately reserve for the effects of these loss mitigation policies when establishing loan loss reserves. These policies are also considered when we determine the value of our retained interests in securitization trusts (including interest-only securities). Loss mitigation policies were applied to 8.8 percent of average managed accounts in 2001 compared to 7.0 percent in 2000. Such loss mitigation policies were applied to 1.3 percent, 1.5 percent, 2.9 percent and 3.1 percent of average managed accounts during the first, second, third and fourth quarters of 2001, respectively.
Finance interest expense represents interest expense incurred by the finance segment. This interest expense increased by 7.1 percent, to $1,234.4 million, in 2001 and by 238 percent, to $1,152.4 million, in 2000. Such fluctuations were the net result of: (i) increased borrowings to fund the increased finance receivables; and (ii) different average borrowing rates. Our average borrowing rate was 7.0 percent, 7.7 percent and 5.8 percent during 2001, 2000 and 1999, respectively. The decrease in average borrowing rates in 2001 as compared to 2000 is primarily due to the decrease in the general interest rate environment between periods.
Under the portfolio method, we recognize interest expense on the securities issued to investors in the securitization trusts. These securities typically have higher interest rates than our other debt. However, the decrease in the average borrowing rate in 2001 was favorably impacted by the decrease in the general interest rate environment. The average borrowing rate during 1999 was favorably impacted by the use of relatively lower rate borrowings from the parent company to fund finance receivables of Conseco Finance. (Given the liquidity needs of the parent, its inability to access lower interest rate borrowings, and bank loan restrictions, the parent was unable to loan additional amounts to the finance segment during most of 2000 and 2001).
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Other operating costs and expenses include the costs associated with servicing our managed receivables, and non-deferrable costs related to originating new loans. Such expense decreased by 15 percent, to $642.4 million, in 2001 and increased by 8.1 percent, to $753.5 million, in 2000. In 2001, we began to realize the cost savings from the previously announced restructuring of Conseco Finance. In 2000, such costs increased consistent with the prior business plans for the segment, partially offset by cost savings from the restructuring of Conseco Finance. Other operating costs and expenses decreased $62.5 million to $345.5 million in the second half of 2000, as compared to the first half of 2000.
Impairment charges represent reductions in the value of our retained interests in securitization trusts (including interest-only securities and servicing rights) recognized as a loss in the statement of operations. We carry interest-only securities at estimated fair value, which is determined by discounting the projected cash flows over the expected life of the receivables sold using current prepayment, default, loss and interest rate assumptions. We consider any potential payments related to the guarantees of certain lower rated securities issued by the securitization trusts in the projected cash flows used to determine the value of our interest-only securities. When declines in value considered to be other than temporary occur, we reduce the amortized cost to estimated fair value and recognize a loss in the statement of operations. The assumptions used to determine new values are based on our internal evaluations and consultation with external advisors having significant experience in valuing these securities. Under current accounting rules (pursuant to EITF 99-20) which we adopted effective July 1, 2000, declines in the value of our interest-only securities are recognized when: (i) the fair value of the security is less than its carrying value; and (ii) the timing and/or amount of cash expected to be received from the security has changed adversely from the previous valuation which determined the carrying value of the security. When both occur, the security is written down to fair value.
We recognized an impairment charge of $386.9 million in 2001 which included an impairment charge of $264.8 million related to our interest-only securities. During 2001, our interest-only securities did not perform as well as anticipated. In addition, our expectations regarding future economic conditions changed. Accordingly, we increased our default and severity assumptions related to the performance of the underlying loans to be consistent with our expectations. The impairment charge also included a $122.1 million increase in the valuation allowance related to our servicing rights as a result of the changes in assumptions. Such assumptions reflect the subordination of the servicing fees to other cash flows in certain securitization transactions. We carry our servicing rights at the lower of carrying value or estimated fair value. Refer to "Finance Receivables and Retained Interests in Securitization Trusts --- Retained Interests in Securitization Trusts" for additional discussion of the impairment charge and interest-only securities.
During 2000, actual default and loss trends were worse than our previous estimates. In light of these trends, management analyzed the assumptions used to determine the estimated fair value of the interest-only securities and made changes to the credit loss assumptions and the discount rate used to determine the value of our securities. These changes also reflected other economic factors and further methodology enhancements made by the Company. As a result, the expected future cash flows from interest-only securities changed adversely from previous estimates. Pursuant to the requirements of EITF 99-20, the effect of these changes was reflected immediately in earnings as an impairment charge. The effect of the impairment charge and adjustments to the value of our interest-only securities and servicing rights totaled $515.7 million ($324.9 million after the income tax benefit) for 2000 (in addition to the cumulative effect of adopting EITF 99-20 of $70.2 million, or $45.5 million after the income tax benefit).
In addition, during 1999 and early 2000, the Company reevaluated its interest-only securities and servicing rights, including the underlying assumptions, in light of loss experience exceeding previous expectations. The principal change in the revised assumptions resulting from this process was an increase in expected future credit losses, relating primarily to reduced assumptions as to future housing price inflation, recent loss experience and refinements to the methodology of the valuation process. The effect of this change was offset somewhat by a revision to the estimation methodology to incorporate the value associated with the cleanup call rights held by the Company in securitizations. We recognized a $554.3 million impairment charge ($349.2 million after tax) in 1999 to reduce the book value of the interest-only securities and servicing rights.
Special charges in the finance segment for 2001 include: (i) the loss related to the sale of certain finance receivables of $11.2 million; (ii) severance benefits, litigation reserves and other restructuring charges of $12.8 million; (iii) a $7.5 million charge related to the decision to discontinue the sale of certain types of life insurance in conjunction with lending transactions; and (iv) a $10.0 million benefit due to the reduction in the value of the warrant held by Lehman to purchase five percent of Conseco Finance which was caused by a decrease in the value of Conseco Finance. Special charges recorded in 2000 include: (i) the $103.3 million reduction in the value of finance receivables identified for sale; (ii) the $53.0 million loss on the sale of asset-based loans; (iii) $29.5 million of costs related to closing offices and streamlining businesses; (iv) $35.8 million related to the abandonment of computer processing systems; (v) $30.3 million of fees paid to Lehman Brothers, Inc. and its affiliates (collectively "Lehman") including a $25.0 million fee paid in conjunction with the sale of $1.3 billion of finance receivables to Lehman; (vi) the issuance of a warrant valued at $48.1 million related to the
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modification of the Lehman master repurchase financing facilities; (vii) the $51.0 million loss on sale of transportation loans and vendor services financing business; (viii) a $48.0 million increase in the allowance for loan losses at our bank subsidiary; and (ix) $4.7 million of net gains related to the sale of certain lines of business, net of other items. These charges are described in greater detail in the note to the accompanying financial statements entitled "Special Charges".
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Corporate operations:

                                                                                 December 31
                                                                        ------------------------------
                                                                        2001        2000          1999
                                                                        ----        ----          ----
                                                                             (Dollars in millions)
Interest expense on corporate debt, net of investment
    income on cash and cash equivalents....................             $(352.2)   $  (417.1)    $(245.9)
Allocation of net interest expense to the finance segment..                 6.5        126.9        63.1
Investment income..........................................                 4.4         31.3        32.3
Other items................................................               (24.5)       (16.6)       67.9
                                                                        -------    ---------     -------

    Operating loss before non-operating items, income
      taxes, minority and extraordinary gain (loss)........              (365.8)      (275.5)      (82.6)

Provision for losses and expense related to stock purchase
  plan.....................................................              (169.6)      (231.5)      (18.9)
Venture capital income (loss) related to investment in
  TeleCorp, net of related expenses........................               (23.4)      (152.8)      261.5
Discontinued major medical business and other..............               (53.0)       (51.3)       38.3
Gain on sale of interest in riverboat......................               192.4           -           -
Special charges and additional amortization................              (136.3)      (305.0)         -
                                                                        -------    ---------     -------

    Income (loss) before income taxes and minority
      interest.............................................             $(555.7)   $(1,016.1)    $ 198.3
                                                                        =======    =========     =======

Interest expense on corporate debt, net of investment income on cash and cash equivalents has decreased as a result of the repayment of debt. Amounts allocated to the finance segment have decreased as Conseco Finance has repaid debt owed to the parent and as a result of the conversion of $750 million of an intercompany note to preferred stock in 2000. The average debt outstanding was $4.5 billion, $5.2 billion and $4.1 billion in 2001, 2000 and 1999, respectively. The average interest rate on such debt was 8.2 percent, 8.4 percent and 6.1 percent in 2001, 2000 and 1999, respectively. In addition, the margin to LIBOR on our bank credit facilities increased when we renegotiated that debt in 2000.
Investment income includes the income from our investment in a riverboat casino (prior to its sale) and miscellaneous other income.
Other items include general corporate expenses, net of amounts charged to subsidiaries for services provided by the corporate operations.
Provision for losses and expense related to stock purchase plan represents the non-cash provision we established in connection with: (i) our guarantees of bank loans to approximately 155 current and former directors, officers and key employees and our related loans for interest; and (ii) the liability related to the pay for performance benefits related to the loan program. The funds from the bank loans were used by the participants to purchase approximately 18.0 million shares of Conseco common stock. In 2001, 2000 and 1999, we established provisions of $169.6 million, $231.5 million and $18.9 million, respectively, in connection with these guarantees and loans. At December 31, 2001, the reserve for losses on the loan guarantees and the liability related to the pay for performance benefits totaled $420.0 million and the outstanding balance on the bank loans was $545.4 million. In addition, Conseco has provided loans to participants for interest on the bank loans totaling $143.6 million.
Venture capital income (loss) relates to our investment in TeleCorp, a company in the wireless communication business. Our investment in TeleCorp is carried at estimated fair value, with changes in fair value recognized as investment income. The market values of TeleCorp and many other companies in this sector have declined significantly in recent periods. In the first quarter of 2002, AT&T Wireless Services, Inc. ("AWE") completed its merger with TeleCorp. This transaction is described in greater detail in the notes to the consolidated financial statements.
The discontinued major medical business includes individual and group major medical health insurance products. These lines of business had losses of $53.0 million and $51.3 million in 2001 and 2000, respectively, and income of $38.3 million in 1999.
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Gain on sale of interest in riverboat represents the gain recognized as a result of our sale of our 29 percent ownership interest in the riverboat casino in Lawrenceberg, Indiana, for $260 million.
Special charges in corporate operations for 2001 include: (i) litigation accrual and expenses of $23.8 million; (ii) severance benefits of $2.9 million; (iii) losses related to office closings and the sale of artwork totaling $6.8 million; (iv) losses related to disputed reinsurance balances totaling $8.5 million; and (v) other losses totaling $16.9 million. Special charges in 2000 include: (i) advisory and professional fees related to debt restructuring of $9.9 million; (ii) a portion of the loss on the sale of asset-backed loans (excluding loss related to loans held by the finance segment) of $15.2 million; (iii) advisory fees paid to investment banks of $44.0 million;
(iv) the loss related to our exit from the subprime automobile business of $71.6 million; (v) the amount paid to a terminated executive pursuant to his employment agreement of $72.5 million; (vi) the amount paid to the newly hired Chief Executive Officer of $45.0 million; (vii) the value of warrants issued to release the newly hired Chief Executive Officer from a noncompete provision of a prior agreement of $21.0 million; and (viii) other charges of $25.8 million. These charges are described in greater detail in the note to the accompanying consolidated financial statements entitled "Special Charges".
Additional amortization in the corporate operations represents unrecoverable cost of policies produced and cost of policies purchased related to the major medical business we are not renewing. The additional amortization recognized in 2001 was $77.4 million.
PREMIUM AND ASSET ACCUMULATION PRODUCT COLLECTIONS
In accordance with GAAP, insurance policy income as shown in our consolidated statement of operations consists of premiums earned for policies that have life contingencies or morbidity features. For annuity and universal life contracts without such features, premiums collected are not reported as revenues, but as deposits to insurance liabilities. We recognize revenues for these products over time in the form of investment income and surrender or other charges.
Agents, insurance brokers and marketing companies who market our products and prospective purchasers of our products use the ratings of our insurance subsidiaries as an important factor in determining which insurer's products to market or purchase. Ratings have the most impact on our annuity and interest-sensitive life insurance products. During 2000, rating agencies lowered their financial strength ratings of our insurance companies, and many were placed on review as the agencies analyzed the impact of the events which occurred during 2000. Such rating actions adversely affected the marketing and persistency of our insurance products and other asset accumulation products. On November 7, 2000, A.M. Best upgraded the financial strength ratings of our principal insurance subsidiaries to A- (Excellent) from B++ (Very Good). On October 3, 2001, A.M. Best placed the Company's principal insurance subsidiaries "under review with negative implications" following our announcement regarding charges to be taken in the third quarter of 2001. We are not able to predict whether the Company's principal insurance subsidiaries will maintain their current A- ratings. If such ratings are downgraded, sales of our insurance products could fall significantly and existing policyholders may redeem or lapse their policies, causing a material and adverse impact on our financial results and liquidity.
We set the premium rates on our health insurance policies based on facts and circumstances known at the time we issue the policies and on assumptions about numerous variables, including the actuarial probability of a policyholder incurring a claim, the severity, and the interest rate earned on our investment of premiums. In setting premium rates, we consider historical claims information, industry statistics, premiums charged by competitors and other factors. If our actual claims experience proves to be less favorable than we assumed and we are unable to raise our premium rates, our financial results will be adversely affected. We generally cannot raise our premiums in any state unless we first obtain the approval of the insurance regulator in that state. We review the adequacy of our premium rates regularly and file requests for rate increases on our products when we believe existing premium rates are too low. It is possible that we will not be able to obtain approval for premium rate increases from currently pending requests or requests filed in the future. If we are unable to raise our premium rates because we fail to obtain approval for a rate increase in one or more states, our financial results will be adversely affected. If we are successful in obtaining regulatory approval to raise premium rates due to unfavorable actual claims experience, the increased premium rates may reduce the volume of our new sales and cause existing policyholders to allow their policies to lapse. This would reduce our premium income in future periods. Increased lapse rates also could require us to expense all or a portion of the cost of policies produced or the cost of policies purchased relating to lapsed policies in the period in which those policies lapse, adversely affecting our financial results in that period.
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Total premiums and accumulation product collections were as follows:

                                                                                      2001         2000          1999
                                                                                      ----         ----          ----
                                                                                            (Dollars in millions)
Premiums collected by our insurance subsidiaries:
   Annuities:
     Equity-indexed (first-year)....................................................  $  348.3     $  602.9     $  871.9
     Equity-indexed (renewal).......................................................      33.3         40.6         39.9
                                                                                      --------     --------     --------
       Subtotal - equity-indexed annuities..........................................     381.6        643.5        911.8
                                                                                      --------     --------     --------
     Other fixed (first-year).......................................................     914.5        679.4        896.4
     Other fixed (renewal)..........................................................      39.5         61.3         62.1
                                                                                      --------     --------     --------
       Subtotal - other fixed annuities.............................................     954.0        740.7        958.5
                                                                                      --------     --------     --------
     Variable (first-year)..........................................................     313.5        747.8        519.1
     Variable (renewal).............................................................      95.1        123.7         84.3
                                                                                      --------     --------     --------
       Subtotal - variable annuities................................................     408.6        871.5        603.4
                                                                                      --------     --------     --------

         Total annuities............................................................   1,744.2      2,255.7      2,473.7
                                                                                      --------     --------     --------

   Supplemental health:
     Medicare supplement (first-year)...............................................     121.4        101.9        106.8
     Medicare supplement (renewal)..................................................     853.7        829.1        808.8
                                                                                      --------     --------     --------
       Subtotal - Medicare supplement...............................................     975.1        931.0        915.6
                                                                                      --------     --------     --------
     Long-term care (first-year)....................................................     105.2        119.2        127.1
     Long-term care (renewal).......................................................     783.1        716.8        666.4
                                                                                      --------     --------     --------
       Subtotal - long-term care....................................................     888.3        836.0        793.5
                                                                                      --------     --------     --------
     Specified disease (first-year).................................................      45.1         39.1         39.0
     Specified disease (renewal)....................................................     329.7        332.0        337.3
                                                                                      --------     --------     --------
       Subtotal - specified disease.................................................     374.8        371.1        376.3
                                                                                      --------     --------     --------
     Other health (first-year)......................................................      11.5         29.9         23.8
     Other health (renewal).........................................................      97.8         95.9         97.4
                                                                                      --------     --------     --------
         Total - other health.......................................................     109.3        125.8        121.2
                                                                                      --------     --------     --------

         Total supplemental health..................................................   2,347.5      2,263.9      2,206.6
                                                                                      --------     --------     --------

   Life insurance:
     First-year.....................................................................     198.3        186.6        211.5
     Renewal........................................................................     751.3        747.6        759.2
                                                                                      --------     --------     --------

       Total life insurance.........................................................     949.6        934.2        970.7
                                                                                      --------     --------     --------

       Collections on insurance products from continuing operations.................   5,041.3      5,453.8      5,651.0
                                                                                      --------     --------     --------

   Individual and group major medical:
     Individual (first-year)........................................................     112.8        161.1         96.4
     Individual (renewal)...........................................................     253.4        246.2        233.3
                                                                                      --------     --------     --------
       Subtotal - individual........................................................     366.2        407.3        329.7
                                                                                      --------     --------     --------
     Group (first-year).............................................................      16.4         80.1         53.0
     Group (renewal)................................................................     354.5        423.2        473.0
                                                                                      --------     --------     --------
       Subtotal - group.............................................................     370.9        503.3        526.0
                                                                                      --------     --------     --------

         Total major medical........................................................     737.1        910.6        855.7
                                                                                      --------     --------     --------

   Total first-year premium collections on insurance products.......................   2,187.0      2,748.0      2,945.0
   Total renewal premium collections on insurance products..........................   3,591.4      3,616.4      3,561.7
                                                                                      --------     --------     --------

         Total collections on insurance products....................................  $5,778.4     $6,364.4     $6,506.7
                                                                                      ========     ========     ========

Mutual funds (excludes variable annuities)..........................................  $  468.7     $  794.2     $  479.3
                                                                                      ========     ========     ========

Annuities include equity-indexed annuities, other fixed annuities and variable annuities sold through both career agents and professional independent producers.
49
We introduced our first equity-indexed annuity product in 1996. The accumulation value of these annuities is credited with interest at an annual guaranteed minimum rate of 3 percent (or, including the effect of applicable sales loads, a 1.7 percent compound average interest rate over the term of the contracts). These annuities provide for potentially higher returns based on a percentage of the change in the S&P 500 Index during each year of their term. We purchase S&P 500 Call Options in an effort to hedge increases to policyholder benefits resulting from increases in the S&P 500 Index. Total collected premiums for this product decreased by 41 percent, to $381.6 million, in 2001 and by 29 percent, to $643.5 million, in 2000. The decrease can be attributed to the general stock market performance which has made other investment products more attractive.
Other fixed rate annuity products include SPDAs, FPDAs and SPIAs, which are credited with a declared rate. The demand for traditional fixed-rate annuity contracts has increased in 2001 as such products became more attractive than equity-indexed or variable annuity products due to the general stock market performance. SPDA and FPDA policies typically have an interest rate that is guaranteed for the first policy year, after which we have the discretionary ability to change the crediting rate to any rate not below a guaranteed rate. The interest rate credited on SPIAs is based on market conditions existing when a policy is issued and remains unchanged over the life of the SPIA. Annuity premiums on these products increased by 29 percent, to $954.0 million, in 2001 and decreased by 23 percent, to $740.7 million, in 2000. Fixed annuity collections in 1999 included $208.8 million of premiums on reinsurance contracts entered into during the year.
Variable annuities offer contract holders the ability to direct premiums into specific investment portfolios; rates of return are based on the performance of the portfolio. In 1996, we began to offer more investment options for variable annuity deposits, and we expanded our marketing efforts, resulting in increased collected premiums. Our profits on variable annuities come from the fees charged to contract holders. Variable annuity collected premiums decreased by 53 percent, to $408.6 million, in 2001 and increased by 44 percent, to $871.5 million, in 2000. The 2001 decrease can be attributed to the general stock market performance, which has made other investment products more attractive.
Supplemental health products include Medicare supplement, long-term care, specified disease and other insurance products distributed through a career agency force and professional independent producers. Our profits on supplemental health policies depend on the overall level of sales, the length of time the business remains inforce, investment yields, claim experience and expense management.
Collected premiums on Medicare supplement policies increased by 4.7 percent, to $975.1 million, in 2001 and by 1.7 percent, to $931.0 million, in 2000. Sales of Medicare supplement policies have been affected by increased premium rates and sales volume.
Premiums collected on long-term care policies increased by 6.3 percent, to $888.3 million, in 2001 and by 5.4 percent, to $836.0 million, in 2000 due to increases in premium rates and increased sales volume.
Premiums collected on specified disease products were comparable in 2001, 2000 and 1999.
Other health products include: (i) various health insurance products that are not currently being actively marketed; and (ii) in 1999, certain specialty health insurance products sold to educators. Premiums collected in 2001 were $109.3 million, down 13 percent from 2000. Premiums collected in 2000 were $125.8 million, up 3.8 percent over 1999. Since we no longer actively market these products, we expect collected premiums to decrease in future years. The in-force business continues to be profitable.
Life products are sold through career agents, professional independent producers and direct response distribution channels. Life premiums collected in 2001 were $949.6 million, up 1.6 percent over 2000. Life premiums collected in 2000 were $934.2 million, down 3.8 percent from 1999. Collections in 1999 included $49.2 million of premiums on reinsurance contracts entered into during the year.
Individual and group major medical products include major medical health insurance products sold to individuals and groups. In the second half of 2001, we began the process of non-renewing a large portion of our major medical business. In early 2002, we decided to non-renew all inforce individual and small group business and discontinue new sales. Group premiums decreased by 26 percent, to $370.9 million, in 2001 and by 4.3 percent, to $503.3 million, in 2000. Individual health premiums decreased by 10 percent, to $366.2 million, in 2001 and increased by 24 percent, to $407.3 million, in 2000. These premiums will decrease substantially in 2002 and subsequent periods.
Mutual fund sales decreased 41 percent, to $468.7 million in 2001, and increased 66 percent, to $794.2 million, in 2000. Mutual fund sales have been adversely affected by the recent performance of the stock market.
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INVESTMENTS
Our investment strategy is to: (i) maintain a predominately investment-grade fixed income portfolio; (ii) provide adequate liquidity to meet our cash obligations to policyholders and others; and (iii) maximize current investment income and total investment return through active investment management. Consistent with this strategy, investments in fixed maturity securities, mortgage loans and policy loans made up 97 percent of our $25.0 billion investment portfolio at December 31, 2001. The remainder of the invested assets were interest-only securities, equity securities, venture capital investments and other invested assets.
Insurance statutes regulate the type of investments that our insurance subsidiaries are permitted to make and limit the amount of funds that may be used for any one type of investment. In light of these statutes and regulations and our business and investment strategy, we generally seek to invest in United States government and government-agency securities and corporate securities rated investment grade by established nationally recognized rating organizations or in securities of comparable investment quality, if not rated.
The following table summarizes investment yields earned over the past three years on the general account invested assets of our insurance subsidiaries (excluding the investment income from our discontinued major medical business). General account investments exclude our venture capital investment in TeleCorp, separate account assets, the value of S&P 500 call options and the investments held by our finance segment.

                                                                                        2001          2000        1999
                                                                                        ----          ----        ----
                                                                                              (Dollars in millions)
Weighted average general account invested assets as defined:
       As reported ................................................................. $24,844.1     $24,009.7   $24,986.2
       Excluding unrealized depreciation (a)........................................  25,662.0      25,461.3    25,785.6
Net investment income on general account invested assets............................   1,786.2       1,882.7     1,959.6

Yields earned:
       As reported..................................................................       7.2%          7.8%        7.8%
       Excluding unrealized depreciation (a) .......................................       7.0%          7.4%        7.6%

--------------------
(a)       Excludes the effect of reporting fixed maturities at fair value as
          described in note 1 to the consolidated financial statements.

Although investment income is a significant component of total revenues, the profitability of certain of our insurance products is determined primarily by the spreads between the interest rates we earn and the rates we credit or accrue to our insurance liabilities. At December 31, 2001, the average yield, computed on the cost basis of our actively managed fixed maturity portfolio, was 7.0 percent, and the average interest rate credited or accruing to our total insurance liabilities (excluding interest rate bonuses for the first policy year only and excluding the effect of credited rates attributable to variable or equity-indexed products) was 5.0 percent.
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Actively managed fixed maturities
Our actively managed fixed maturity portfolio at December 31, 2001, included primarily debt securities of the United States government, public utilities and other corporations, and mortgage-backed securities.
Mortgage-backed securities included collateralized mortgage obligations ("CMOs") and mortgage-backed pass-through securities.
At December 31, 2001, our fixed maturity portfolio had $240.1 million of unrealized gains and $1,020.9 million of unrealized losses, for a net unrealized loss of $780.8 million. Estimated fair values for fixed maturity investments were determined based on estimates from: (i) nationally recognized pricing services (77 percent of the portfolio); (ii) broker-dealer market makers (16 percent of the portfolio); and (iii) internally developed methods (7 percent of the portfolio).
At December 31, 2001, approximately 7.3 percent of our invested assets (8.1 percent of fixed maturity investments) were fixed maturities rated below-investment grade by nationally recognized statistical rating organizations (or, if not rated by such firms, with ratings below Class 2 assigned by the NAIC). We plan to maintain approximately the present level of below-investment-grade fixed maturities. These securities generally have greater risks than other corporate debt investments, including risk of loss upon default by the borrower, and are often unsecured and subordinated to other creditors. Below-investment-grade issuers usually have higher levels of indebtedness and are more sensitive to adverse economic conditions, such as recession or increasing interest rates, than are investment-grade issuers. We are aware of these risks and monitor our below-investment-grade securities closely. At December 31, 2001, our below-investment-grade fixed maturity investments had an amortized cost of $2,242.0 million and an estimated fair value of $1,815.6 million.
We periodically evaluate the creditworthiness of each issuer whose securities we hold. We pay special attention to those securities whose market values have declined materially for reasons other than changes in interest rates or other general market conditions. We evaluate the realizable value of the investment, the specific condition of the issuer and the issuer's ability to comply with the material terms of the security. Information reviewed may include the recent operational results and financial position of the issuer, information about its industry, recent press releases and other information. Conseco employs a staff of experienced securities analysts in a variety of specialty areas who compile and review such data. If evidence does not exist to support a realizable value equal to or greater than the carrying value of the investment, and such decline in market value is determined to be other than temporary, we reduce the carrying amount to its net realizable value, which becomes the new cost basis. We report the amount of the reduction as a realized loss. We recognize any recovery of such reductions in the cost basis of an investment only upon the sale, repayment or other disposition of the investment. In 2001, we recorded writedowns of fixed maturity investments, equity securities and other invested assets totaling $395.9 million. Our investment portfolio is subject to the risks of further declines in realizable value. However, we attempt to mitigate this risk through the diversification and active management of our portfolio.
As of December 31, 2001, our fixed maturity investments in substantive default (i.e., in default due to nonpayment of interest or principal) or technical default (i.e., in default, but not as to the payment of interest or principal) had an amortized cost of $249.1 million and a carrying value of $209.0 million. There were no other fixed maturity investments about which we had serious doubts as to the ability of the issuer to comply on a timely basis with the material terms of the instrument.
When a security defaults, our policy is to discontinue the accrual of interest and eliminate all previous interest accruals, if we determine that such amounts will not be ultimately realized in full. Investment income forgone due to defaulted securities was $17.6 million, $15.3 million and $8.7 million for the years ended December 31, 2001, 2000 and 1999, respectively.
At December 31, 2001, fixed maturity investments included $8.1 billion of mortgage-backed securities (or 36 percent of all fixed maturity securities). CMOs are backed by pools of mortgages that are segregated into sections or "tranches" that provide for reprioritizing of retirement of principal. Pass-through securities receive principal and interest payments through their regular pro rata share of the payments on the underlying mortgages backing the securities. The yield characteristics of mortgage-backed securities differ from those of traditional fixed-income securities. Interest and principal payments for mortgage-backed securities occur more frequently, often monthly. Mortgage-backed securities are subject to risks associated with variable prepayments because borrowers are generally allowed to pre-pay their mortgages without penalty. Prepayment rates are influenced by a number of factors that cannot be predicted with certainty, including: the relative sensitivity of the underlying mortgages backing the assets to changes in interest rates; a variety of economic, geographic and other factors; and the repayment priority of the securities in the overall securitization structures.
In general, prepayments on the underlying mortgage loans and the securities backed by these loans increase when prevailing interest rates decline significantly relative to the interest rates on such loans. The yields on mortgage-backed securities purchased at a discount to par will increase when the underlying mortgages prepay faster than expected. The yields on mortgage-backed securities purchased at a premium will decrease when they prepay faster than expected. When
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interest rates decline, the proceeds from the prepayment of mortgage-backed securities are likely to be reinvested at lower rates than we were earning on the prepaid securities. When interest rates increase, prepayments on mortgage-backed securities decrease, as fewer underlying mortgages are refinanced. When this occurs, the average maturity and duration of the mortgage-backed securities increase, which decreases the yield on mortgage-backed securities purchased at a discount, because the discount is realized as income at a slower rate, and increases the yield on those purchased at a premium as a result of a decrease in the annual amortization of the premium.
The following table sets forth the par value, amortized cost and estimated fair value of mortgage-backed securities, summarized by interest rates on the underlying collateral at December 31, 2001:

                                                                                  Par        Amortized      Estimated
                                                                                 value         cost        fair value
                                                                                 -----         ----        ----------
                                                                                       (Dollars in millions)
Below 7 percent..............................................................   $5,736.0      $5,688.2      $5,648.8
7 percent - 8 percent........................................................    1,508.7       1,499.3       1,525.2
8 percent - 9 percent........................................................      293.8         294.8         270.6
9 percent and above..........................................................      787.2         789.6         615.0
                                                                                --------      --------      --------

          Total mortgage-backed securities (a)...............................   $8,325.7      $8,271.9      $8,059.6
                                                                                ========      ========      ========

--------------------
(a)       Includes below-investment grade mortgage-backed securities with an
          amortized cost and estimated fair value of $783.8 million and $563.0
          million, respectively.

          The amortized cost and estimated fair value of mortgage-backed
          securities at December 31, 2001, summarized by type of security, were
          as follows:

                                                                                                  Estimated Fair Value
                                                                                               --------------------------
                                                                                                            Percent of
                                                                                Amortized                      fixed
Type                                                                              Cost         Amount       maturities
----                                                                              ----         ------       ----------
                                                                                 (Dollars in millions)


Pass-throughs and sequential and targeted amortization classes...............   $5,065.7       $5,068.3           23%
Planned amortization classes and accretion-directed bonds....................    1,806.8        1,805.0            8
Commercial mortgage-backed securities........................................      250.4          256.2            1
Subordinated classes and mezzanine tranches..................................    1,113.1          893.9            4
Other........................................................................       35.9           36.2            -
                                                                                --------       --------           ---

   Total mortgage-backed securities (a)......................................   $8,271.9       $8,059.6           36%
                                                                                ========       ========           ===

--------------------
(a)   Includes below-investment grade mortgage-backed securities with an
      amortized cost and estimated fair value of $783.8 million and $563.0
      million, respectively.

Pass-throughs and sequential and targeted amortization classes have similar prepayment variability. Pass-throughs historically provide the best liquidity in the mortgage-backed securities market. Pass-throughs are also used frequently in the dollar roll market and can be used as the collateral when creating collateralized mortgage obligations. Sequential classes are a series of tranches that return principal to the holders in sequence. Targeted amortization classes offer slightly better structure in return of principal than sequentials when prepayment speeds are close to the speed at the time of creation.
Planned amortization classes and accretion-directed bonds are some of the most stable and liquid instruments in the mortgage-backed securities market. Planned amortization class bonds adhere to a fixed schedule of principal payments as long as the underlying mortgage collateral experiences prepayments within a certain range. Changes in prepayment rates are first absorbed by support or companion classes. This insulates the planned amortization class from the consequences of both faster prepayments (average life shortening) and slower prepayments (average life extension).
Commercial mortgage-backed securities ("CMBS") are bonds secured by commercial real estate mortgages. Commercial real estate encompasses income producing properties that are managed for economic profit. Property types include multi-family dwellings including apartments, retail centers, hotels, restaurants, hospitals, nursing homes, warehouses, and office buildings. Most CMBS have strong call protection features where borrowers are locked out from
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prepaying their mortgages for a stated period of time. If the borrower does prepay any or all of the loan, they will be required to pay prepayment penalties.
Subordinated and mezzanine tranches are classes that provide credit enhancement to the senior tranches. The rating agencies require that this credit enhancement not deteriorate due to prepayments for a period of time, usually five years of complete lockout followed by another period of time where prepayments are shared pro rata with senior tranches. The credit risk of subordinated and mezzanine tranches is derived from owning a small percentage of the mortgage collateral, while bearing a majority of the risk of loss due to property owner defaults. Subordinated bonds can be anything rated "AA" or lower, while typically we do not buy anything lower than "BB". We retained certain lower-rated securities that are senior in payment priority to the interest-only securities from the securitization transactions completed by our finance segment prior to September 8, 1999. These securities are classified as subordinated class and mezzanine tranche type securities and have an amortized cost and estimated fair value of $704.9 million and $528.5 million, respectively, at December 31, 2001.
During 2001, we sold $24.2 billion of investments (primarily fixed maturities), resulting in $319.4 million of investment gains and $354.5 million of investment losses (both before related expenses, amortization and taxes). Such securities were sold in response to changes in the investment environment, which created opportunities to enhance the total return of the investment portfolio without adversely affecting the quality of the portfolio or the matching of expected maturities of assets and liabilities. As discussed in the notes to the consolidated financial statements, the realization of gains and losses affects the timing of the amortization of the cost of policies produced and the cost of policies purchased related to universal life and investment products.
Venture capital investment in TeleCorp
Our venture capital investment in TeleCorp was made by our subsidiary which engages in venture capital investment activity. TeleCorp is a company in the wireless communication business. Our investment in TeleCorp (currently AWE as described in the following paragraph) is carried at estimated fair value, with changes in fair value recognized as investment income (loss). We held 12.6 million shares of TeleCorp common stock with a fair value of $157.5 million at December 31, 2001 ($12.49 per share). The market values of many companies in TeleCorp's business sector have been subject to volatility in recent periods. We recognized venture capital investment income (loss) of $(42.9) million, $(199.5) million and $354.8 million in 2001, 2000 and 1999, respectively, primarily related to this investment.
In the first quarter of 2002, AWE acquired TeleCorp. Pursuant to the merger agreement, our shares of TeleCorp were converted into 11.4 million shares of AWE. Upon the completion of the merger, there are no restrictions on our ability to sell our interest in AWE. We expect to sell (or monetize through borrowing and forward sale transactions) our remaining interest in AWE during 2002, in conjunction with our plans to meet our debt obligations.
At March 18, 2002, our holdings of AWE common stock included: 10.3 million shares valued at $102.2 million (which shares have not been monetized); and 1.1 million shares which are held as collateral for a $12.1 million investment borrowing transaction and are subject to a forward sale contract pursuant to which the Company has agreed to sell between .6 million and 1.1 million shares of AWE common stock for $15.5 million on November 15, 2006. The number of shares purchased will be based on the $15.5 million purchase price and the price of AWE common stock at the purchase date. However, such price will be no lower than $14.9862 per share and no higher than $24.3527 per share pursuant to the terms of the forward sale contract.
The forward contract is a derivative that is required to be marked-to-market each period. Since the hedged asset (i.e., a portion of the shares of TeleCorp we own) is required to be carried at market value, the hedge rules of Statement of Financial Accounting Standards No. 133, "Accounting for Derivative Instruments and Hedging Activities", are not applicable. However, since the value of the derivative will fluctuate in relation to the change in value of the related TeleCorp common stock, we expect the forward contract to act as a hedge and reduce earnings volatility associated with the TeleCorp common stock. At December 31, 2001, the value of the derivative was not significant.
During the fourth quarter of 2001, we sold 4.6 million shares of TeleCorp common stock to certain investment trusts for $60.3 million. Conseco and its subsidiaries hold all of the debt securities issued by the trusts; a third party owns the equity securities. The trusts are further described in note 3 to the consolidated financial statements.
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Other investments
At December 31, 2001, we held mortgage loan investments with a carrying value of $1,228.0 million (or 4.9 percent of total invested assets) and a fair value of $1,210.7 million. Mortgage loans were substantially comprised of commercial loans. Noncurrent mortgage loans were insignificant at December 31, 2001. Realized losses on mortgage loans were not significant in any of the past three years. At December 31, 2001, we had a mortgage loan loss reserve of $3.8 million. Properties located in Florida, New York, Ohio and Pennsylvania each represent 7 percent of the mortgage loan balance. In addition, properties located in Texas, Massachusetts, California and Maine each represent 5 percent of the mortgage loan balance. No other state accounted for more than 4 percent of the mortgage loan balance.
At December 31, 2001, we held $4.0 million of trading securities; they are included in other invested assets. Trading securities are investments we intend to sell in the near term. We carry trading securities at estimated fair value; changes in fair value are reflected in the statement of operations.
Other invested assets also include: (i) S&P 500 Call Options; and (ii) certain nontraditional investments, including investments in limited partnerships, mineral rights and promissory notes.
As part of our investment strategy, we enter into reverse repurchase agreements and dollar-roll transactions to increase our return on investments and improve our liquidity. Reverse repurchase agreements involve a sale of securities and an agreement to repurchase the same securities at a later date at an agreed-upon price. Dollar rolls are similar to reverse repurchase agreements except that the repurchase involves securities that are only substantially the same as the securities sold. We enhance our investment yield by investing the proceeds from the sales in short-term securities pending the contractual repurchase of the securities at discounted prices in the forward market. We are able to engage in such transactions due to the market demand for mortgage-backed securities to form CMOs. At December 31, 2001, we had investment borrowings of $2,242.7 million. Such investment borrowings averaged $1,029.7 million during 2001 and were collateralized by investment securities with fair values approximately equal to the loan value. The weighted average interest rate on such borrowings was 3.3 percent in 2001. The primary risk associated with short-term collateralized borrowings is that the counterparty might be unable to perform under the terms of the contract. Our exposure is limited to the excess of the net replacement cost of the securities over the value of the short-term investments (which was not material at December 31, 2001). We believe that the counterparties to our reverse repurchase and dollar-roll agreements are financially responsible and that counterparty risk is minimal.
FINANCE RECEIVABLES AND RETAINED INTERESTS IN SECURITIZATION TRUSTS
Finance receivables
Finance receivables, including receivables which serve as collateral for the notes issued to investors in securitization trusts of $14,198.5 million and $12,622.8 million at December 31, 2001 and 2000, respectively, summarized by business line and categorized as either: (i) a part of continuing lines; or (ii) a part of our discontinued lines, were as follows:
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                                                                                                December 31,
                                                                                           ---------------------
                                                                                           2001             2000
                                                                                           ----             ----
                                                                                           (Dollars in millions)
Continuing lines:
   Manufactured housing...............................................................   $ 7,549.7       $ 5,865.1
   Mortgage services..................................................................     6,787.1         6,499.1
   Retail credit......................................................................     2,690.0         1,763.9
   Consumer finance - closed-end......................................................       587.1           822.4
   Floorplan (a)......................................................................       436.9           637.0
                                                                                         ---------       ---------

                                                                                          18,050.8        15,587.5
   Less allowance for credit losses...................................................       408.3           266.2
                                                                                         ---------       ---------

     Net finance receivables - for continuing lines...................................    17,642,5        15,321.3
                                                                                         ---------       ---------

Discontinued lines....................................................................       379.7         1,207.1
   Less allowance for credit losses...................................................        13.0            40.6
                                                                                         ---------       ---------

     Net finance receivables - for discontinued lines.................................       366.7         1,166.5
                                                                                         ---------       ---------

     Total finance receivables........................................................   $18,009.2       $16,487.8
                                                                                         =========       =========


------------------
(a)       We decided to reduce the size of our floorplan lending business in
          early 2002.

Subsequent to September 8, 1999, we are using the portfolio method (the accounting method required for securitizations which are now structured as secured borrowings) to account for securitization transactions. Our securitizations are now structured in a manner that requires them to be accounted for under the portfolio method, whereby the loans and securitization debt remain on our balance sheet pursuant to SFAS 140.
The change to the structure of our new securitizations has no effect on the total profit we recognize over the life of each new loan, but it changes the timing of profit recognition. Under the portfolio method (the accounting method required for our securitizations which are structured as secured borrowings), we recognize: (i) earnings over the life of new loans as interest revenues are generated; (ii) interest expense on the securities which are sold to investors in the loan securitization trusts; and (iii) provisions for losses. As a result, our reported earnings from new loans securitized in transactions accounted for under the portfolio method are lower in the period in which the loans are securitized (compared to our historical method) and higher in later periods, as interest spread is earned on the loans.
The securitizations structured prior to our September 8, 1999, announcement met the applicable criteria to be accounted for as sales. At the time the loans were securitized and sold, we recognized a gain and recorded our retained interest represented by the interest-only security. The interest-only security represents the right to receive, over the life of the pool of receivables: (i) the excess of the principal and interest received on the receivables transferred to the special purpose entity over the principal and interest paid to the holders of other interests in the securitization; and (ii) contractual servicing fees. We consider any potential payments related to the guarantees of certain lower rated securities issued by the securitization trusts in the projected cash flows used to determine the value of our interest-only securities. In some of those securitizations, we also retained certain lower-rated securities that are senior in payment priority to the interest-only securities. Such retained securities had a par value, fair market value and amortized cost of $753.5 million, $528.5 million and $704.9 million, respectively, at December 31, 2001, and were classified as actively managed fixed maturity securities.
We completed various loan sale transactions in 2001 and 2000. During 2001, we sold $1.6 billion of finance receivables which included: (i) our $802.3 million vendor services loan portfolio (which was marked-to-market in the fourth quarter of 2000 and no additional gain or loss was recognized in 2001); (ii) $568.4 million of high-loan-to-value mortgage loans; and (iii) $269.0 million of other loans. These sales resulted in net gains of $26.9 million. The Company entered into a servicing agreement on the high-loan-to-value mortgage loans sold. Pursuant to the servicing agreement, the servicing fees payable to the Company are senior to all other payments of the trust which purchased the loans. The Company also holds a residual interest in certain other cash flows of the trust. In the future, the Company will sell this interest, if it can be sold at a reasonable price. The Company did not provide any guarantees with respect to the performance of the loans sold. In 2000, we sold approximately $147.1 million of finance receivables in whole-loan sales resulting in net gains of $7.5 million.
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We expect to continue to utilize the Company's infrastructure to originate certain types of finance receivables for sale to other parties, when such sales can be completed profitably.
We service for a fee all of the finance receivables we previously sold in securitization transactions accounted for as sales. We collect, in the special purpose securitization entity, loan payments, and where applicable, other payments from borrowers and remit principal and interest payments to holders of the securities backed by the finance receivables we have sold. The cash applicable to the servicing fee and residual interest is remitted from the special purpose entity to the Company, after payment of all required principal, interest and reserve fund requirements.
Managed finance receivables by loan type were as follows:

                                                                                   December 31,
                                                                                ------------------
                                                                                2001          2000
                                                                                ----          ----
                                                                               (Dollars in millions)
Continuing lines:
   Fixed term............................................................    $39,092.4     $41,871.3
   Revolving credit......................................................      3,625.5       3,030.7
Discontinued lines.......................................................        284.4       1,683.9
                                                                             ---------     ---------

     Total...............................................................    $43,002.3     $46,585.9
                                                                             =========     =========

Number of contracts serviced:
   Fixed term contracts - continuing lines...............................    1,164,000     1,286,000
   Revolving credit accounts - continuing lines..........................    1,486,000       972,000
   Discontinued lines....................................................       12,000       285,000
                                                                             ---------     ---------

     Total...............................................................    2,662,000     2,543,000
                                                                             =========     =========

At December 31, 2001, no single state accounted for more than 9 percent of the contracts we serviced. In addition, no single contractor, dealer or vendor accounted for more than 1 percent of the total contracts we originated.
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The credit quality of managed finance receivables was as follows:

                                                                                       December 31,
                                                                                  ---------------------
                                                                                  2001             2000
                                                                                  ----             ----
60-days-and-over delinquencies as a percentage of managed finance
   receivables at period end:
     Manufactured housing....................................................    2.45%             2.20%
     Mortgage services (a)...................................................    1.23               .93
     Retail credit...........................................................    3.39              3.04
     Consumer finance - closed-end...........................................    1.08               .67
     Floorplan...............................................................     .58               .31
     Discontinued lines......................................................    3.50              1.70
       Total.................................................................    2.10%             1.76%

Net credit losses incurred during the last twelve months as a percentage of
   average managed finance receivables during the period:
     Manufactured housing....................................................    2.14%             1.61%
     Mortgage services.......................................................    1.95              1.17
     Retail credit...........................................................    7.80              5.30
     Consumer finance - closed-end...........................................    2.50              2.02
     Floorplan...............................................................    1.00               .31
     Discontinued lines......................................................    5.73              5.34
       Total.................................................................    2.41%             1.79%

Repossessed collateral inventory as a percentage of managed finance receivables
   at period end (b):
     Manufactured housing....................................................    2.45%             1.73%
     Mortgage services (c)...................................................    4.07              2.97
     Retail credit...........................................................     .13               -
     Consumer finance - closed-end...........................................    1.03               .96
     Floorplan...............................................................     .69               .44
     Discontinued lines......................................................    4.20              5.39
       Total.................................................................    2.68%             2.08%


--------------------
(a)       60-days-and-over delinquencies exclude loans in foreclosure.

(b)       Ratio of: (i) outstanding loan principal balance related to the
          repossessed inventory (before writedown) to: (ii) total receivables.
          We writedown the value of our repossessed inventory to estimated
          realizable value at the time of repossession.

(c)       Repossessed collateral inventory includes loans in the process of
          foreclosure.
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The credit quality of on-balance sheet finance receivables was as follows:

                                                                                       December 31,
                                                                                   -------------------
                                                                                   2001           2000
                                                                                   ----           ----
60-days-and-over delinquencies as a percentage of on-balance sheet
   finance receivables at period end:
     Manufactured housing....................................................     3.08%           2.08%
     Mortgage services (a)...................................................      .94             .75
     Retail credit...........................................................     3.39            3.04
     Consumer finance - closed-end...........................................     1.33             .61
     Floorplan...............................................................      .58             .31
     Discontinued lines......................................................     2.72            2.09
       Total.................................................................     2.19%           1.48%

Net credit losses incurred during the last twelve months as a percentage of
   average on-balance sheet finance receivables during the period:
     Manufactured housing....................................................     1.87%            .88%
     Mortgage services.......................................................     1.53             .55
     Retail credit...........................................................     7.80            5.47
     Consumer finance - closed-end...........................................     2.02             .99
     Floorplan...............................................................     1.00             .18
     Discontinued lines......................................................     4.66            5.39
       Total.................................................................     2.50%           1.69%

Repossessed collateral inventory as a percentage of on-balance sheet finance
   receivables at period end (b) (c):
     Manufactured housing....................................................     2.41%           1.18%
     Mortgage services (d)...................................................     3.50            1.28
     Retail credit...........................................................      .13             -
     Consumer finance - closed-end...........................................     1.15             .76
     Floorplan...............................................................      .69             .44
     Discontinued lines......................................................     2.92            5.65
       Total.................................................................     2.37%           1.35%


--------------------
(a)       60-days-and-over delinquencies exclude loans in foreclosure.

(b)       Ratio of: (1) outstanding loan principal balance related to the
          repossessed inventory (before writedown) to: (2) total receivables.

(c)       Although the ratio is calculated using the outstanding loan principal
          balance related to the repossessed inventory, the repossessed
          inventory is written down to net realizable value at the time of
          repossession or completed foreclosure. (d) Repossessed collateral
          inventory includes loans in foreclosure.

These ratios increased during 2001 primarily as a result of: (i) the increases in delinquencies and credit losses as the portfolios age; (ii) changes in the mix of managed receivables; and (iii) underlying loss experience. Such ratios were favorably impacted by our various loss mitigation policies. If we apply loss mitigation policies, we generally reflect the customer's delinquency status as not being past due. We believe our loss experience has deteriorated in recent periods due, in part, to general economic factors. See provision for losses related to finance operations for further discussion of our recent experience and loss mitigation strategies.
Delinquencies on loans held in our portfolio and our ability to recover collateral and mitigate loan losses can be adversely impacted by a variety of factors, many of which are outside our control. For example, proposed changes to the federal bankruptcy laws applicable to individuals would make it more difficult for borrowers to seek bankruptcy protection, and the prospect of these changes may encourage certain borrowers to seek bankruptcy protection before the law changes become effective, thereby increasing delinquencies. When loans are delinquent and we foreclose on the loan, our ability to sell collateral to recover or mitigate our loan losses is subject to the market value of such collateral. In manufactured housing, those values may be affected by the available inventory of manufactured homes on the market, a factor over which we have no control. It is also dependent upon demand for new homes, which is tied to economic factors in the general economy. In addition, repossessed collateral is generally in poor condition, which reduces its value.
Recently, many consumer lenders have stopped or significantly scaled back their consumer finance operations in the manufactured housing sector. These lenders began to foreclose on collateral pledged to secure loans at a more aggressive rate. We may face increased competition from such lenders in disposing of collateral pledged to secure our loans. Often
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collateral is in similar forms. There is a limited number of buyers and the exiting consumer lenders may be willing to sell their foreclosed collateral at prices significantly below fair value. As a result, collateral recovery rates we can realize may fall, which could have an adverse effect on our financial position and results of operations.
Retained Interests in Securitization Trusts
Our retained interests in the securitization transactions structured prior to September 8, 1999, include interest-only securities, certain subordinated securities (which are senior to the interest-only securities) and servicing rights. The interest-only securities and subordinated securities are carried at estimated fair value. On a quarterly basis, we estimate the fair value of these securities by discounting the projected future cash flows using current assumptions. If we determine that the differences between the estimated fair value and the book value of these securities is a temporary difference we adjust shareholders' equity. At December 31, 2001, this adjustment increased the carrying value of the interest-only securities by $10.4 million to $141.7 million. Declines in value are considered to be other than temporary when: (i) the fair value of the security is less than its carrying value; and (ii) the timing and/or amount of cash expected to be received from the security has changed adversely from the previous valuation which determined the carrying value of the security. When both occur, the security is written down to fair value.
The assumptions we use to determine new values are based on our internal evaluations and consultation with external advisors having significant experience in valuing these securities. Although we believe our methodology is reasonable, many of the assumptions and expectations underlying our determinations are not possible to predict with certainty and may change adversely in the future for reasons beyond our control. Largely as a result of adverse changes in the underlying assumptions, we recognized impairment charges of $386.9 million ($250.4 million after tax) in 2001, $515.7 million ($324.9 million after tax) in 2000 and $554.3 million ($349.2 million after tax) in 1999 to reduce the book value of interest-only securities and servicing rights as described above under "Finance Operations."
In conjunction with the sale of certain finance receivables, our finance subsidiary provided guarantees related to the principal and interest payments of certain lower rated securities issued to third parties by the securitization trusts. Such securities had a total principal balance outstanding of $1.5 billion at December 31, 2001. We consider any potential payments related to these guarantees in the projected cash flows used to determine the value of our interest-only securities. At December 31, 2001, the value of our interest-only securities of $141.7 million, reflected estimated guarantee payments related to bonds held by others of $39.8 million.
Based on our current assumptions and expectations as to future events related to the loans underlying our retained interests, we have projected that the adverse loss experience in 2001 will continue into 2002 and then improve over time. As a result of these assumptions, we project that payments related to the guarantees (including the guarantee payments described in the preceding paragraph and guarantee payments related to the subordinated securities we hold) will exceed the gross cash flows from the interest-only securities by approximately $90 million in 2002 and $60 million in 2003. We project that the gross cash flows from the interest-only securities will exceed the payments related to guarantees issued in conjunction with the sales of certain finance receivables by approximately $5 million and $15 million in 2004 and 2005, respectively, and by approximately $580 million in all years thereafter.
Effective September 30, 2001, we transferred substantially all of our interest-only securities into a trust. No gain or loss was recognized upon such transfer. In return, we received a trust security representing an interest in the trust equal to 85 percent of the estimated future cash flows of the interest-only securities held in the trust. Lehman purchased the remaining 15 percent interest. The value of the interest purchased was $55.2 million at December 31, 2001. The Company continues to be the servicer of the finance receivables underlying the interest-only securities transferred to the trust. Lehman has the ability to accelerate the principal payments related to their interest after a stated period. Until such time, Lehman is required to maintain a 15 percent interest in the estimated future cash flows of the trust. By aggregating the interest-only securities into one structure, the impairment test for these securities will be conducted on a single set of cash flows representing the Company's 85 percent interest in the trust. Accordingly, adverse changes in cash flows from one interest-only security may be offset by positive changes in another. The new structure will not avoid an impairment charge if sufficient positive cash flows in the aggregate are not available. Further, increases in cash flows above the adverse cash flows cannot be recognized in earnings.
We carry our servicing rights at the lower of carrying value or estimated fair value stratified by product type and year of securitization. To the extent the recorded amount exceeds the fair value for a given strata, we establish a valuation allowance through a charge to earnings. Such valuation allowance increased by $122.1 million and $81.6 million in 2001 and 2000, respectively. The fees we receive for servicing the securitized portfolio are often subordinate to the interests of other security holders in the trusts.
60
No assurances can be given that our current valuation of retained interests will prove accurate in future periods. In addition, we have retained certain contingent risks in the form of guarantees of certain lower rated securities issued by the securitization trusts. If we have to make more payments on these guarantees than we anticipate, we may be required to recognize additional impairment charges or to make payments on the guarantees, which, in turn, could have a material adverse effect on our financial condition or results of operations.
CONSOLIDATED FINANCIAL CONDITION
Changes in the consolidated balance sheet of 2001 compared with 2000
Changes in our consolidated balance sheet between December 31, 2001 and December 31, 2000, reflect: (i) our operating results; (ii) our origination of finance receivables; (iii) the transfer of finance receivables to securitization trusts and sale of notes to investors in transactions accounted for as secured borrowings; (iv) changes in the fair value of actively managed fixed maturity securities and interest-only securities; and (v) various financing transactions. Financing transactions (described in the notes to our consolidated financial statements) include: (i) the issuance of common stock pursuant to the stock purchase contract component of the FELINE PRIDES; and (ii) the issuance and repayment of notes payable.
In accordance with GAAP, we record our actively managed fixed maturity investments, interest-only securities, equity securities and certain other invested assets at estimated fair value with any unrealized gain or loss (excluding impairment losses which are recognized through earnings), net of tax and related adjustments, recorded as a component of shareholders' equity. At December 31, 2001, we decreased the carrying value of such investments by $816.0 million as a result of this fair value adjustment. The fair value adjustment resulted in a $1,241.9 million decrease in carrying value at year-end 2000.
Total capital shown below excludes debt of the finance segment used to fund finance receivables. Total capital, before the fair value adjustment recorded in accumulated other comprehensive loss, decreased $1,290.2 million, or 10 percent, to $11.2 billion. The decrease is primarily due to our reduction of corporate notes payable and our operating results for 2001.

                                                                           2001            2000
                                                                           ----            ----
                                                                          (Dollars in millions)
Total capital, excluding accumulated other comprehensive loss:
    Corporate notes payable............................................ $ 4,087.6      $ 5,055.0

    Company-obligated mandatorily redeemable preferred
       securities of subsidiary trusts.................................   1,914.5        2,403.9

    Shareholders' equity:
       Preferred stock.................................................     499.6          486.8
       Common stock and additional paid-in capital.....................   3,484.3        2,911.8
       Retained earnings...............................................   1,208.1        1,626.8
                                                                        ---------      ---------

          Total shareholders' equity, excluding accumulated
             other comprehensive loss..................................   5,192.0        5,025.4
                                                                        ---------      ---------

          Total capital, excluding accumulated other
             comprehensive loss........................................  11,194.1       12,484.3

       Accumulated other comprehensive loss............................    (439.0)        (651.0)
                                                                        ---------      ---------

          Total capital................................................ $10,755.1      $11,833.3
                                                                        =========      =========

Corporate notes payable decreased during 2001 primarily due to the repayment of notes payable using the proceeds from our asset sales (including the sale of our interest in the riverboat and sale of our vendor services financing business).
Shareholders' equity, excluding accumulated other comprehensive loss, increased by $166.6 million in 2001, to $5.2 billion. Significant components of the increase included: (i) the issuance of 11.4 million shares of Conseco common stock pursuant to the stock purchase contract component of the FELINE PRIDES with a carrying amount of $496.6 million; and (ii) the issuance of 3.4 million shares of Conseco common stock with a value of $52.1 million in conjunction with the acquisition of ExlService.com, Inc.. These increases were partially offset by our net loss of $405.9 million. The
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accumulated other comprehensive loss decreased by $212.0 million, principally related to the increase in the fair value of our insurance companies' investment portfolio.
Book value per common share outstanding increased to $12.34 at December 31, 2001, from $11.95 a year earlier. Such change was primarily attributable to the factors discussed in the previous paragraph. Excluding accumulated other comprehensive loss, book value per common share outstanding was $13.61 at December 31, 2001, and $13.95 at December 31, 2000.
Goodwill (representing the excess of the amounts we paid to acquire companies over the fair value of net assets acquired in transactions accounted for as purchases) was $3,695.4 million and $3,800.8 million at December 31, 2001 and 2000, respectively. Goodwill as a percentage of shareholders' equity was 78 percent and 87 percent at December 31, 2001 and 2000, respectively. Goodwill as a percentage of total capital, excluding accumulated other comprehensive loss, was 33 percent and 30 percent at December 31, 2001 and 2000, respectively. We believe that the life of our goodwill is indeterminable and, therefore, have generally amortized its balance over 40 years as permitted by generally accepted accounting principles. Amortization of goodwill totaled $109.6 million, $112.5 million, and $110.1 million during 2001, 2000 and 1999, respectively. If we had determined the estimated useful life of our goodwill was less than 40 years, amortization expense would have been higher.
We monitor the value of our goodwill based on our best estimates of future earnings considering all available evidence. Pursuant to current generally accepted accounting principles, we determine whether goodwill is fully recoverable from projected undiscounted net cash flows from earnings of the business acquired over the remaining amortization period. Recent evaluations of goodwill indicate it is recoverable. The Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 141, "Business Combinations", and No. 142 ("SFAS 142"), "Goodwill and Other Intangible Assets" in June 2001. Under the new rules, intangible assets with an indefinite life will no longer be amortized in periods subsequent to December 31, 2001, but will be subject to annual impairment tests (or more frequent under certain circumstances) as specified in the new guidance, effective January 1, 2002. The Company has determined that all of its goodwill has an indefinite life and is therefore subject to the new rules. Application of the nonamortization provisions is expected to improve our financial results by approximately $110 million (approximately $.29 per share based on diluted shares outstanding for the year ended December 31, 2001, without adjustment for antidilution) in the year ended December 31, 2002.
Pursuant to SFAS 142, the goodwill impairment test has two steps. For Conseco, the first step consists of determining the estimated fair value of the business units comprising our insurance segment. The acquisition of Conseco Finance was accounted for as a pooling of interests: accordingly, there is no goodwill associated with our finance segment. The estimated fair value will be compared to the unit's book value. If the fair value exceeds the carrying amount, the test is complete and goodwill is not impaired. If the estimated fair value is less than the carrying value, the second step of the impairment test must be performed. Although SFAS 142 is required to be adopted as of January 1, 2002, the transition provision gives the Company until June 30, 2002 to complete the first step of the initial impairment test. The significant factors used to determine the estimated fair value of our insurance business includes analyses of industry market valuations, historical and projected performance of the Company, discounted cash flow analysis and the current market value of our common stock. Conseco expects to complete step 1 prior to the June 30, 2002 deadline. At December 31, 2001, the closing market price of a share of Conseco common stock was $4.46 compared to the book value per common share, excluding accumulated other comprehensive income (loss), of $13.61. Pursuant to the guidance in SFAS 142, quoted market prices in active markets are the best evidence of fair value and shall be used as the basis for measurement, if available. However, the market value of our common stock is only partially based on the value of our insurance segment, and therefore, need not be the sole basis of the determination of the fair value of the insurance segment. Although all of the analyses required to complete step 1 have not yet been completed, Conseco believes that the carrying value of the business units comprising our insurance segment will exceed their estimated fair value and that we will be required to complete the second step, which must be completed by the end of 2002. This step is more complex than the first step because it involves the valuation of all assets and liabilities, and then comparison of the business unit's "implied goodwill" with the carrying value of its goodwill. If the carrying value exceeds the implied value in the initial application of this standard, an impairment loss is recognized as a cumulative effect of a change in accounting standard. Subsequent impairments, if any, would be classified as an operating expense.
The Company is currently evaluating the carrying value of goodwill under this standard and expects to be able to meet the transitional time line described above. We expect to record some level of impairment of goodwill in 2002 as a result of adopting this standard; however, the amount of such impairment, which could be material, is unknown at this time and is dependent upon the estimated fair market value of the insurance segment, which is currently in process. If we determine that an impairment charge is necessary based on our initial test, the rules require that we recognize the charge in the first quarter of 2002 (through restatement of first quarter results, if such impairment test is completed subsequent to
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March 31, 2002, as permitted by the transition provisions of the new rules). Although this standard will increase the Company's results of operations in the future due to the elimination of goodwill amortization from our statement of operations, any impairments would result in a charge calculated as discussed in the preceding paragraphs. In the first quarter of 2002, our bank credit facilities were amended so that any charges taken to write off goodwill to the extent required by SFAS 142 will be excluded from the various financial ratios and covenants we are required to meet or maintain.
During 2000, we recognized a special charge and reduced goodwill by $20.3 million, representing the difference between: (i) the carrying value of the net assets of the vendor services financing business; and (ii) the anticipated proceeds from the sale of such business, which was completed in the first quarter of 2001.

          Financial ratios

                                                                        2001       2000       1999       1998       1997
                                                                        ----       ----       ----       ----
Book value per common share:
   As reported......................................................... $12.34     $11.95     $15.50     $16.37    $16.45
   Excluding accumulated other comprehensive income (loss) (a).........  13.61      13.95      17.85      16.46     15.80
   Excluding goodwill and accumulated other comprehensive
     income (loss) (a).................................................   2.89       2.27       5.86       3.91      3.88

Ratio of earnings to fixed charges:
   As reported.........................................................    (f)        (h)      2.98x      3.30x     5.55x
   Excluding interest expense on direct third party debt of
     Conseco Finance and investment borrowings (b).....................    (f)        (h)      5.27x      6.30x    13.00x

Ratio of operating earnings to fixed charges (c):
     As reported.......................................................  1.26x      1.21x      3.11x      4.00x     6.09x
     Excluding interest expense on direct third party
       debt of Conseco Finance and investment borrowings (b)...........  2.09x      1.68x      5.56x      7.94x    14.43x

Ratio of earnings to fixed charges, preferred stock dividends and
     distributions on Company-obligated mandatorily redeemable
     preferred securities of subsidiary trusts:
       As reported.....................................................    (g)        (i)      2.20x      2.47x     4.10x
       Excluding interest expense on direct third party
         debt of Conseco Finance and investment borrowings (b).........    (g)        (i)      2.98x      3.55x     6.72x

Ratio of operating earnings to fixed charges, preferred stock dividends
     distributions on Company-obligated mandatorily redeemable
     and preferred securities of subsidiary trusts (c):
       As reported.....................................................  1.12x      1.04x      2.29x      3.00x     4.49x
       Excluding interest expense on direct third party
         debt of Conseco Finance and investment borrowings (b).........  1.37x      1.10x      3.14x      4.47x     7.45x

Rating agency ratios (a) (d) (e):
   Corporate debt to total capital.....................................    37%        40%        34%        34%       27%
   Corporate debt and Company-obligated mandatorily redeemable
     preferred securities of subsidiary trusts to total capital........    54%        60%        54%        53%       43%

-------------------
(a)       Excludes accumulated other comprehensive income (loss).

(b)       We include these ratios to assist you in analyzing the impact of
          interest expense on debt related to finance receivables and other
          investments (which is generally offset by interest earned on finance
          receivables and other investments financed by such debt). Such ratios
          are not intended to, and do not, represent the following ratios
          prepared in accordance with GAAP: the ratio of earnings and operating
          earnings to fixed charges; or the ratio of earnings and operating
          earnings to fixed charges, preferred stock dividends and distributions
          on Company-obligated mandatorily redeemable preferred securities of
          subsidiary trusts.

(c)       Such ratios exclude the following items from earnings: (i) net
          investment gains (losses)(less that portion of amortization of cost of
          policies purchased and cost of policies produced and income taxes
          relating to such gains (losses)); (ii) the venture capital income
          (loss) related to our investment in TeleCorp; (iii) the gain on the
          sale of our interest in a riverboat; (iv) special items not related to
          the continuing operations of our businesses (including
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          impairment charges to reduce the value of interest-only securities and
          servicing rights, special charges and the provision for losses related
          to loan guarantees); (v) the effect on amortization of the cost of
          policies purchased and produced of changes in assumptions used to
          estimate future gross profits of insurance businesses; and (vi) the
          net income (loss) related to the discontinued major medical business.
          Operating earnings are determined by adjusting GAAP net income (loss)
          for the above mentioned items. While these items may be significant
          components in understanding and assessing our consolidated financial
          performance, we believe that the presentation of operating earnings
          enhances the understanding of our results of operations by
          highlighting net income attributable to the normal, recurring
          operations of the business and by excluding events that materially
          distort trends in net income (loss).

          These ratios are not intended to, and do not, represent the following
          ratios prepared in accordance with GAAP: the ratio of earnings to
          fixed charges; or the ratio of earnings to fixed charges, preferred
          stock dividends and distributions on Company-obligated mandatorily
          redeemable preferred securities of subsidiary trusts.

(d)       Excludes the direct debt of the finance segment used to fund finance
          receivables and investment borrowings of the insurance segment.

(e)       These ratios are calculated in a manner discussed with rating
          agencies.

(f)       For such ratios, adjusted earnings were $419.4 million less than fixed
          charges. Adjusted earnings for the year ended December 31, 2001,
          included: (i) special and impairment charges of $488.8 million; and
          (ii) provision for losses related to loan guarantees of $169.6
          million, as described in greater detail in the notes to the
          accompanying consolidated financial statements.

(g)       For such ratios, adjusted earnings were $623.1 million less than fixed
          charges. Adjusted earnings for the year ended December 31, 2001,
          included: (i) special and impairment charges of $488.8 million; and
          (ii) provision for losses related to loan guarantees of $169.6
          million, as described in greater detail in the notes to the
          accompanying consolidated financial statements.

(h)       For such ratios, adjusted earnings were $1,361.8 million less than
          fixed charges. Adjusted earnings for the year ended December 31, 2000,
          included: (i) special and impairment charges of $1,215.0 million; and
          (ii) provision for losses related to loan guarantees of $231.5
          million, as described in greater detail in the notes to the
          accompanying consolidated financial statements.

(i)       For such ratios, adjusted earnings were $1,602.4 million less than
          fixed charges. Adjusted earnings for the year ended December 31, 2000,
          included: (i) special and impairment charges of $1,215.0 million; and
          (ii) provision for losses related to loan guarantees of $231.5
          million, as described in greater detail in the notes to the
          accompanying consolidated financial statements.

Liquidity for insurance and fee-based operations
Our insurance operating companies generally receive adequate cash flow from premium collections and investment income to meet their obligations. Life insurance and annuity liabilities are generally long-term in nature. Policyholders may, however, withdraw funds or surrender their policies, subject to any applicable surrender and withdrawal penalty provisions. We seek to balance the duration of our invested assets with the estimated duration of benefit payments arising from contract liabilities.
Only a small portion of our insurance liabilities have a time for contractual payment; the majority of such liabilities are payable upon occurrence of the insured event or upon surrender. Of our total insurance liabilities at December 31, 2001, approximately 19 percent could be surrendered by the policyholder without a penalty. Approximately 66 percent could be surrendered by the policyholder subject to penalty or the release of an insurance liability in excess of surrender benefits paid. The remaining 15 percent do not provide a surrender benefit.
Approximately 44 percent of insurance liabilities were subject to interest rates that may be reset annually; 31 percent have a fixed explicit interest rate for the duration of the contract; 20 percent have credited rates which approximate the income earned by the Company; and the remainder have no explicit interest rate.
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Insurance liabilities for interest-sensitive products by credited rate (excluding interest rate bonuses for the first policy year only) at December 31, 2001 were as follows (dollars in millions):

       Below 4.00 percent.............................................................   $ 4,843.7  (a)
       4.00 percent - 4.50 percent....................................................     3,455.3
       4.50 percent - 5.00 percent....................................................     4,730.8
       5.00 percent - 5.50 percent....................................................     1,659.6
       5.50 percent and above.........................................................     1,098.3
                                                                                         ---------

             Total insurance liabilities on interest-sensitive products...............   $15,787.7
                                                                                         =========

------------------
(a)       Includes liabilities related to our equity-indexed annuity products of
          $2,561.7 million. The accumulation value of these annuities is
          credited with interest at an annual guaranteed minimum rate of 3
          percent (or, including the effect of applicable sales loads, a 1.7
          percent compound average interest rate over the term of the contract).
          These annuities provide for potentially higher returns based on a
          percentage of the change in the S&P 500 Index during each year of
          their term. We purchase S&P 500 Call Options in an effort to hedge
          increases to insurance liabilities resulting from increases in the S&P
          500 Index.

On October 3, 2001, A.M. Best placed our insurance subsidiaries "under review with negative implications" with respect to their ratings of our life insurance subsidiaries. We cannot provide any assurance that the ratings of our insurance subsidiaries will remain at their current level. If such ratings are downgraded, sales of our insurance products could fall significantly and existing policyholders may redeem their policies, causing a material and adverse impact on our financial results and liquidity.
We believe that the diversity of our investment portfolio and the concentration of investments in high-quality, liquid securities provide sufficient liquidity to meet foreseeable cash requirements. At December 31, 2001, we held $2.4 billion of cash and cash equivalents and $17.5 billion of publicly traded investment grade bonds. Although there is no present need or intent to dispose of such investments, our life insurance subsidiaries could readily liquidate portions of their investments, if such a need arose. In addition, investments could be used to facilitate borrowings under reverse-repurchase agreements or dollar-roll transactions. Such borrowings have been used by the life insurance companies from time to time to increase their return on investments and to improve liquidity.
Liquidity for finance operations
Our finance operations require cash to originate finance receivables. Our primary sources of cash are: (i) the collection of receivable balances; (ii) proceeds from the issuance of debt, certificates of deposit and securitization and sales of loans; and (iii) cash provided by operations. During 2001 and the last half of 2000, the finance segment significantly slowed the origination of finance receivables. This strategy allowed the finance segment to enhance net interest margins, to reduce the amount of cash required for new loan originations, and to transfer cash to the parent company.
The liquidity needs of our finance operations could increase in the event of an extended economic slowdown or recession. Loss of employment, increases in cost-of-living or other adverse economic conditions could impair the ability of our customers to meet their payment obligations. Higher industry levels of repossessed manufactured homes may affect recovery rates and result in decreased cash flows. In addition, in an economic slowdown or recession, our servicing and litigation costs would probably increase. Any sustained period of increased delinquencies, foreclosures, losses or increased costs would have an adverse effect on our liquidity.
The most significant source of liquidity for our finance operations has been our ability to finance the receivables we originate in the secondary markets through loan securitizations. Adverse changes in the securitization market could impair our ability to originate, purchase and sell loans or other assets on a favorable or timely basis. Any such impairment could have a material adverse effect upon our business and results of operations. The securitization market is sensitive to the credit ratings of Conseco Finance in connection with our securitization program. A negative change in the credit ratings of Conseco Finance could have a material adverse effect on our ability to access capital through the securitization market. Factors considered by the rating agencies in assigning such ratings include corporate guarantees, payment priority, current and anticipated credit enhancement levels, quality of the current and expected servicing, as well as additional factors associated with each distinct asset type. Market participants' concerns with Conseco Finance's limited financial flexibility, as reflected by the current senior unsecured ratings, may have an effect on liquidity in future securitization transactions. In addition, certain manufactured housing transactions have had ratings actions that have either lowered the original ratings or placed on credit watch certain debt classes. These rating actions could have an effect on Conseco Finance's access to liquidity in the securitization market in the future. In addition, the securitization market for many types of assets is
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relatively undeveloped and may be more susceptible to market fluctuations or other adverse changes than more developed capital markets. Although we have alternative sources of funding, principally warehouse and bank credit facilities as well as loan sales, these alternatives may not be sufficient for us to continue to originate loans at our current origination levels.
Under certain securitization structures, we have provided a variety of credit enhancements, which have taken the form of corporate guarantees (although we have not provided such guarantees during 2001 and the last half of 2000), but have also included bank letters of credit, surety bonds, cash deposits and over-collateralization or other equivalent collateral. When choosing the appropriate structure for a securitization of loans, we analyze the cash flows unique to each transaction, as well as its marketability and projected economic value. The structure of each securitized transaction depends, to a great extent, on conditions in the fixed-income markets at the time the transaction is completed, as well as on cost considerations and the availability and effectiveness of the various enhancement methods.
During 2001, we completed ten transactions, securitizing over $5.0 billion of finance receivables. Such securitizations were generally executed under favorable market conditions. Adverse changes in the securitization market could impair our ability to originate, purchase and sell loans or other assets on a favorable or timely basis and could have an adverse effect on our liquidity. We continue to be able to finance loans through: (i) our warehouse and bank credit facilities; (ii) the sale of securities through securitization transactions; or (iii) whole-loan sales.
The market for securities backed by receivables is a cost-effective source of funds. Conditions in the credit markets during certain prior periods resulted in less-attractive pricing of certain lower-rated securities typically included in loan securitization transactions. As a result, we chose to hold rather than sell some of the securities in the securitization trusts, particularly securities having corporate guarantee provisions.
Market conditions in the credit markets for loan securitizations and loan sales change from time to time. Changes in market conditions could affect the interest rate spreads we earn on the loans we originate and the cash provided by our finance operations. We adjust interest rates on our lending products to strive to maintain our targeted spread in the current interest rate environment.
At March 19, 2002, we had $4.0 billion (of which $2.1 billion is committed) in master repurchase agreements, commercial paper conduit facilities and other facilities with various banking and investment banking firms for the purpose of financing our consumer and commercial finance loan production. If we were unable to securitize our finance receivables, our capacity under these facilities would have to increase for our loan originations to continue. These facilities typically provide financing of a certain percentage of the underlying collateral and are subject to the availability of eligible collateral and, in many cases, the willingness of the banking firms to continue to provide financing. Some of these agreements provide for annual terms which are extended either quarterly or semi-annually by mutual agreement of the parties for an additional annual term based upon receipt of updated quarterly financial information. One of our master repurchase agreements (with a committed capacity of $400.0 million) expires on May 3, 2002. As of December 31, 2001, we had $66.1 million outstanding under this facility. We are in the process of negotiating a renewal of this facility. Although we expect to be able to obtain replacement financing when our current facilities expire, there can be no assurance that financing will be obtainable on favorable terms, if at all. To the extent that we are unable to arrange any third party or other financing, our loan origination activities would be adversely affected, which could have a material adverse effect on our operations, financial results and cash position. At December 31, 2001, we had borrowed $2.2 billion under these agreements, leaving $1.8 billion available to borrow (of which approximately $.4 billion is committed). The average interest rate incurred under such agreements during 2001 was 6.0 percent.
Our finance segment had senior subordinated notes and medium term notes with a par value of $201.5 million which mature in 2002 (reflecting debt repurchases through March 18, 2002). In March 2002, Conseco Finance completed a tender offer for $75.8 million par value of its senior subordinated notes. In February 2002, Conseco Finance offered to purchase $167 million of medium term notes due in September 2002 and $3.7 million due in April 2003 pursuant to a tender offer. The purchase price for each of the tender offers was 100 percent of the principal amount of the notes plus accrued interest.
We continually investigate and pursue alternative and supplementary methods to finance our lending operations. In late 1998, we began issuing certificates of deposit through our bank subsidiary. At December 31, 2001, we had $1,790.3 million of such deposits outstanding which are recorded as liabilities related to certificates of deposit. The average annual rate paid on these deposits was 6.0 percent during 2001. We use the proceeds from the issuance of the certificates of deposit to fund the origination of certain consumer/credit card finance receivables.
Our finance segment generated cash flows from operating activities of $516.7 million during 2001. Such cash flows include cash received from the securitization trusts of $86.0 million in 2001, including servicing fees of $71.7 million and
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net cash flows from interest-only securities of $14.3 million. Total cash received from the securitization trusts during 2000 was $311.4 million.
Based on our current assumptions and expectations as to future events related to the loans underlying our interest-only securities, we have projected that the adverse credit loss experience in 2001 will continue into 2002 and then improve over time. As a result of these assumptions, we project that payments related to guarantees issued in conjunction with the sales of certain finance receivables will exceed the gross cash flows from the interest-only securities by approximately $90 million in 2002 and $60 million in 2003. We project the gross cash flows from the interest-only securities to exceed the payments related to guarantees issued in conjunction with the sales of certain finance receivables by approximately $5 million in 2004, $15 million in 2005, and by approximately $580 million in all years thereafter. These projected payments are considered in the projected cash flows we use to value our interest-only securities. See note 8 to our consolidated financial statements for additional information about the guarantees.
In the first quarter of 2002, we entered into various transactions with Lehman pursuant to which Lehman extended the terms of Conseco Finance's:
(a) warehouse line of $1.2 billion from September 2002 to September 2003, (b) borrowings with respect to approximately $90 million of miscellaneous assets
("Miscellaneous Borrowings") from January 31, 2002 to June 2003, and (c) residual line of $.6 billion from February 2003 to February 2004 under which financing is being provided on our interest-only securities, servicing rights and retained interests in other subordinated securities issued by the securitization trusts. We agreed to an amortization schedule by which the outstanding balance under the Miscellaneous Borrowings is required to be paid by June 2003. We also entered into a revised agreement governing the movement of cash from Conseco Finance to the parent company. Conseco Finance and Lehman have agreed to amend the agreement such that Conseco Finance must maintain liquidity (i.e., cash and available borrowings, as defined) of at least: (i) $50 million until March 31, 2003; and (ii) $100 million from and after April 1, 2003. However, Conseco Finance no longer must meet a minimum liquidity requirement of $250 million before making interest, principal, dividend or redemption payments to the parent company.
Independent rating agencies, financial institutions, analysts and other interested parties monitor the leverage ratio of our finance segment. Such ratio (calculated, as discussed with independent rating agencies, as the ratio of debt to equity of our finance subsidiary calculated on a pro forma basis as if we had accounted for the securitizations of our finance receivables as financing transactions throughout the Company's history) was 19-to-1 at December 31, 2001 and 21-to-1 at December 31, 2000.
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Liquidity of Conseco (parent company)
We have substantial indebtedness. At December 31, 2001, the par value of our notes payable was $4.1 billion and the par value of Company-obligated mandatorily redeemable preferred securities of subsidiary trusts was $1.9 billion. We have a recent history of net losses. For the year ended December 31, 2001, on a consolidated basis we had a net loss applicable to common stock of $418.7 million and interest expense of $1,609.2 million. For the year ended December 31, 2000, on a consolidated basis, we had a net loss applicable to common stock of $1,202.2 million and interest expense of $1,453.1 million. Our earnings before fixed charges, preferred stock dividends and distributions on Company-obligated mandatorily redeemable preferred securities of subsidiary trusts were inadequate to cover fixed charges by $623.1 million and $1,602.4 million for the years ended December 31, 2001 and 2000, respectively.
We are a holding company with no business operations of our own. We depend on our operating subsidiaries for cash to make principal and interest payments on our debt (including payments to subsidiary trusts to be used for distributions on Company-obligated mandatorily redeemable preferred securities), to pay administrative expenses and income taxes. The cash we receive from our subsidiaries consists of fees for services provided, tax sharing payments, dividends and surplus debenture interest and principal payments. A deterioration in any of our significant subsidiaries' financial condition, earnings or cash flows could limit such subsidiary's ability to pay cash dividends or make other payments to us, which in turn, would limit our ability to meet our debt service requirements and satisfy other parent company financial obligations; we do not anticipate any such deterioration.
The ability of our insurance subsidiaries to pay dividends is subject to state insurance department regulations. These regulations generally permit dividends to be paid from earned surplus of the insurance company for any 12-month period in amounts equal to the greater of (or in a few states, the lesser of): (i) net gain from operations for the prior year; or (ii) 10 percent of surplus as of the end of the preceding year. Any dividends in excess of these levels require the approval of the director or commissioner of the applicable state insurance department. During the first quarter of 2002, we received approval from various insurance regulatory authorities to pay dividends to Conseco of $225.5 million. During the remainder of 2002, we expect to request permission from the regulatory authorities to pay additional extraordinary dividends, substantially all of which are related to planned reinsurance transactions. Such dividends and any other additional dividend payments during 2002 will require the permission of the regulatory authorities.
In the first quarter of 2002, we amended the credit agreements related to our $1.5 billion bank credit facility including the changes described below:
(i) Financial covenants in the credit agreements require us to maintain various financial ratios and balances. These requirements were relaxed in the amended agreement. In addition, such agreements were amended so that any charges taken to write off goodwill to the extent required by SFAS 142 will be excluded from the various financial ratios and covenants that we are required to meet or maintain. See note 7 to the consolidated financial statements for further information on such ratios and covenants.
(ii) The manner in which the proceeds from certain asset sales will be used was changed to allow us to make payments on our 2002 obligations prior to making any principal payments under the bank credit agreements. The first $352 million of such proceeds may be retained by the Company and will be available to be used to meet our other debt obligations. The next $313 million will be applied pro rata to the principal payments on the bank credit facility and to a segregated cash account to be held as collateral for our guarantee of certain bank loans to current and former directors, officers and key employees (the "D&O loans"). The next $250 million will be divided equally between the Company and to pay pro rata the principal payments on the bank credit facility and the D&O loans. Proceeds in excess of $915 million and all proceeds during the period December 31, 2003 through March 31, 2004, will be divided as follows: (i) 25 percent to be retained by the Company; and (ii) 75 percent to pay pro rata the principal payments on the bank credit facility and the D&O loans.
As further described under "Legal Proceedings", seven holders of our bank debt have challenged the validity of the amendment to the credit agreement that changes provisions related to mandatory prepayments.
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The $1.5 billion bank credit facility is due December 31, 2003; however, subject to the absence of any default, the Company may further extend its maturity to March 31, 2005, provided that: (i) Conseco pays an extension fee of 3.5 percent of the amount extended; (ii) cumulative principal payments of at least $200 million have been paid by September 30, 2002 and at least $500 million by September 30, 2003; and (iii) our interest coverage ratio for the four quarters ended September 30, 2003 is greater than or equal to 2.25 to 1.
We agreed to a number of covenants and other provisions that restrict our ability to borrow money and pursue some operating activities without the prior consent of the lenders under the credit agreements. Those provisions restrict our ability to use the proceeds of asset sales. We agreed to meet or maintain various financial ratios and balances. Our ability to meet these financial tests and maintain ratings may be affected by events beyond our control. Our credit agreements also limit our ability to issue additional debt, incur additional contingent obligations, grant liens, dispose of assets, enter into transactions with affiliates, make certain investments, including in existing and new businesses, change our businesses, and modify our outstanding debt and preferred stock. Although we were in compliance with these provisions as of December 31, 2001, these provisions represent significant restrictions on the manner in which we may operate our business. If we default under any of these provisions, the lenders could declare all outstanding borrowings, accrued interest and fees to be due and payable. If that were to occur, no assurance can be given that we would have sufficient liquidity to repay our bank indebtedness in full or any of our other debts.
In the first quarter of 2002, we entered into various transactions with Lehman which are described above under "Liquidity for finance operations". We also entered into a revised agreement governing the movement of cash from Conseco Finance to the parent company. Conseco Finance and Lehman have agreed to amend the agreement such that Conseco Finance must maintain liquidity (i.e., cash and available borrowings, as defined) of at least: (i) $50 million until March 31, 2003; and (ii) $100 million from and after April 1, 2003.
The following summarizes our parent company debt service commitments at December 31, 2001 (excluding the senior subordinated notes and medium term notes of our finance segment) (dollars in millions):

                                                                                        Required       Optional
                                                                                        payments       payments     Total
                                                                                        --------       --------    -------

     Conseco 8.5% notes due October 2002.........................................         $302         $ -          $302
     Estimated interest payments on parent company debt..........................          310           -           310
     Distributions on Company-obligated mandatorily redeemable preferred .....
       securities of subsidiary trust (a)........................................           42           130         172
     Optional bank credit facility payment to extend its maturity date payable
       September 2002 (b)........................................................          -             193         193
                                                                                          ----          ----        ----

     Total debt service obligations in 2002......................................         $654          $323        $977
                                                                                          ====          ====        ====
-----------------
(a)       Conseco has the right to defer distributions on the preferred
          securities. During the deferral period, distributions continue to
          accumulate on the par amount plus any unpaid distributions at the
          stated distribution rate. We plan to pay distributions of $42.6
          million on April 1, 2002.

(b)       As described elsewhere herein, the 2002 bank credit facility payment
          is optional, but it is one of the requirements to extend the maturity
          date of the facility to March 31, 2005. In addition, the Company would
          be required to make payments pursuant to the credit facility
          agreements based on the proceeds from certain asset sales as described
          above.
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The following is our current plan summarizing the sources of cash which we expect to have to service our parent company debt and certain other obligations (net of amounts required to repay the senior notes and medium term notes of our finance segment due in 2002) during 2002 (dollars in millions):

                                                                           From our
                                                                         operations or
                                                                         transactions       In process
                                                                           completed        or planned
                                                                          and approved     transactions      Total
                                                                          ------------     ------------    ---------
Parent company cash on hand at December 31, 2001......................        $152            $ -          $  152
Insurance and other operations, net of corporate expense..............         300              25            325
Finance operations (net of debt repayments)...........................          50              -              50
Reinsurance and sales of certain insurance business...................         110             270            380
Other non-core asset sales and other..................................          70              23             93
                                                                              ----            ----          -----
Total net cash expected to be available to service our debt...........        $682            $318         $1,000
                                                                              ====            ====         ======

We are continuing to access a variety of different options to meet our 2002 obligations. While we currently believe the plan summarized above includes our best options, we may find other alternatives more appropriate. Therefore, our plan is subject to change.
We completed several transactions summarized in the above plan during the first quarter of 2002. Our insurance subsidiaries received approval from the appropriate insurance departments to pay to Conseco: (i) dividends of $115 million; and (ii) a dividend of $110.5 million primarily related to a reinsurance agreement pursuant to which we are ceding 80 percent of the traditional life business of our subsidiary, Bankers Life & Casualty Company. We have also entered into a reinsurance agreement pursuant to which we are ceding 100 percent of the traditional and interest-sensitive life insurance business of our subsidiary, Conseco Variable Insurance Company. Upon receipt of all regulatory approvals, our insurance subsidiary will receive a ceding commission of $49.5 million. We also entered into an agreement to sell one of our non-core insurance subsidiaries. Upon receipt of regulatory approval, another insurance subsidiary will receive $48.5 million proceeds from the sale.
Our current plan anticipates that the parent company will receive $50 million from Conseco Finance during 2002. At December 31, 2001, Conseco Finance had $138.7 million par value of senior notes due in June 2002 and $186.0 million par value of medium term notes due in September 2002. In March 2002, Conseco Finance completed a tender offer pursuant to which it purchased $75.8 million par value of its subordinated notes due June 2002. Also during the first quarter of 2002, Conseco Finance announced it was tendering all of its remaining public debt - $167 million due in September 2002 and $4 million due in April 2003. Such offer expires on April 12, 2002. We believe that the cash flows to be generated from Conseco Finance's operations and other transactions will be sufficient to allow them to meet their debt obligations and transfer at least $50 million to the parent company.
We believe that the existing cash available to the parent and the cash flows to be generated from operations and the other transactions summarized above will be sufficient to allow us to meet our debt obligations through 2002. We have taken a number of actions over the past two years to reduce parent company debt and increase the efficiency of our business operations. However, our results for future periods beyond 2002 are subject to numerous uncertainties. Our future debt service requirements (including principal maturities) may exceed cash flows available to the parent from the operations of our subsidiaries. We may not be able to improve or sustain positive cash flows from operations. Our liquidity could be significantly affected if improvements do not occur. Failure to generate sufficient cash flows from operations, asset sales or financing transactions to meet all of our long-term debt service requirements would have a material adverse effect on liquidity.
We have undertaken additional initiatives in 2002 to extend maturities on our public debt as well as pursue the sale of our investment in the General Motors Building and other assets. These additional initiatives are not considered above. We believe the cash estimated to be available at December 31, 2002, plus cash flows to be generated from operations and from these additional 2002 initiatives will permit us to repay our debt maturities in 2003.
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The maturities of the direct debt of the parent company including amounts related to the Company-obligated mandatorily redeemable preferred securities of subsidiary trusts at December 31, 2001, (assuming the Company: (i) does not make the optional debt payments required to extend the maturity date of the $1.5 billion bank credit facility; and (ii) does make the optional debt payments required to extend such maturity date) were as follows (dollars in millions):

                                                                                       (i)                  (ii)
                                                                                    Maturity              Maturity
                                                                                    date not                date
                                                                                    extended              extended
                                                                                    --------              --------
2002............................................................................   $  304.1               $  497.4
2003............................................................................    1,806.8                  613.5
2004............................................................................      812.5                  812.5
2005............................................................................      250.0                1,250.0
2006............................................................................      550.0                  550.0
Thereafter......................................................................    2,330.8                2,330.8
                                                                                   --------               --------
    Total par value at December 31, 2001........................................   $6,054.2               $6,054.2
                                                                                   ========               ========

The table above excludes any amounts related to our guarantees of bank loans totaling $545.4 million as of December 31, 2001, to approximately 155 current and former directors, officers and key employees. Such bank loans are due on December 31, 2003. The funds were used by the participants to purchase approximately 18.0 million shares of our common stock in open market or negotiated transactions with independent parties. Such shares are held by the banks as collateral for the loans. In addition, we have provided loans to participants for interest on the bank loans totaling $143.6 million. We have established a non-cash reserve for the exposure we have in connection with such guarantees and interest loans. At December 31, 2001, our reserve for losses on the loan guarantees and the interest loans totaled $420.0 million based upon the value of the collateral and the creditworthiness of the participants. At December 31, 2001, the guaranteed bank loans and interest loans exceeded the value of the collateral held and the reserve for losses by approximately $180 million. If we are required to pay on the guarantees when the bank loans become due on December 31, 2003, it could have a material adverse impact on our liquidity position.
The degree of our leverage could have material adverse consequences to us and the holders of our debt, including the following: (i) our ability to obtain additional financing in the future for working capital, capital expenditures or other purposes may be impaired; (ii) a substantial portion of our cash flow from operations will be required to be dedicated to the payment of interest expense and principal repayment obligations; (iii) higher interest rates will cause the interest expense on our variable rate debt to be higher;
(iv) we may be more highly leveraged than other companies with which we compete, and this may place us at a competitive disadvantage; (v) our degree of leverage will make us more vulnerable to a downturn in our business or in the general economy; (vi) our degree of leverage may adversely affect the ratings of our insurance company subsidiaries which in turn may adversely affect their competitive position and ability to sell products; and (vii) the ability of our finance operations to finance the receivables we originate in the secondary markets through loan securitizations may be impaired.
Our cash flow may be affected by a variety of factors, many of which are outside of our control, including insurance and banking regulatory issues, competition, financial markets and other general business conditions. No assurance can be given that we will possess sufficient income and liquidity to meet all of our long-term debt service requirements and other obligations.
The ratings assigned to Conseco's senior debt and trust preferred securities are important factors in determining Conseco's ability to access the public capital markets for additional liquidity. In recent periods, rating agencies have lowered their ratings on Conseco's senior debt and trust preferred securities and placed the ratings on review for potential downgrades. As of March 22, 2002, the rating agencies had assigned the following ratings, all of which are currently placed on review for potential downgrades: (i) Standard & Poor's has assigned a "B" rating to Conseco's senior debt and a "CCC" rating to trust preferred securities; (ii) Fitch Rating Company has assigned a "B-" rating to Conseco's senior debt and a "CCC" rating to trust preferred securities; and
(iii) Moody's Investor Services has assigned a "B2" rating to Conseco's senior debt and a "caa2" rating to trust preferred securities. These ratings make it difficult for Conseco to issue additional securities in the public markets.
INFLATION
Inflation does not have a significant effect on our balance sheet; we have minimal investments in property, equipment or inventories. To the extent that interest rates may change to reflect inflation or inflation expectations, there would be an effect on our balance sheet and operations. Lower interest rates will typically result in increased value of our fixed maturities investment and may have increased the amount of new finance receivables originated. Lower rates may also make it more difficult to issue new fixed rate annuities and may accelerate prepayments of finance receivables. Rising interest rates will typically result in decreased value of our fixed maturities investments and may slow the issuance of new finance receivables and the prepayment of existing finance receivables. Changes in interest rates can also affect the value of the finance receivables we hold.
Medical cost inflation has had a significant impact on our supplemental health operations. Generally, these costs have increased more rapidly than the Consumer Price Index. Medical costs will likely continue to rise. The impact of medical cost inflation on our operations depends on our ability to increase premium rates. Such increases are subject to approval by state insurance departments. We seek to price our new standardized supplement plans to reflect the impact of these filings and the lengthening of the period required to implement rate increases.
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MARKET-SENSITIVE INSTRUMENTS AND RISK MANAGEMENT
Insurance and fee-based
Our spread-based insurance business is subject to several inherent risks arising from movements in interest rates, especially if we fail to anticipate or respond to such movements. First, interest rate changes can cause compression of our net spread between interest earned on investments and interest credited on customer deposits, thereby adversely affecting our results. Second, if interest rate changes produce an unanticipated increase in surrenders of our spread-based products, we may be forced to sell investment assets at a loss in order to fund such surrenders. At December 31, 2001, approximately 19 percent of our total insurance liabilities (or approximately $4.8 billion) could be surrendered by the policyholder without penalty. Finally, changes in interest rates can have significant effects on the performance of our mortgage-backed securities portfolio, including collateralized mortgage obligations, as a result of changes in the prepayment rate of the loans underlying such securities. We follow asset/liability strategies that are designed to mitigate the effect of interest rate changes on our profitability. However, there can be no assurance that management will be successful in implementing such strategies and achieving adequate investment spreads.
We seek to invest our available funds in a manner that will maximize shareholder value and fund future obligations to policyholders and debtors, subject to appropriate risk considerations. We seek to meet this objective through investments that: (i) have similar characteristics to the liabilities they support; (ii) are diversified among industries, issuers and geographic locations; and (iii) make up a predominantly investment-grade fixed maturity securities portfolio. Many of our products incorporate surrender charges, market interest rate adjustments or other features to encourage persistency.
We seek to maximize the total return on our investments through active investment management. Accordingly, we have determined that our entire portfolio of fixed maturity securities is available to be sold in response to: (i) changes in market interest rates; (ii) changes in relative values of individual securities and asset sectors; (iii) changes in prepayment risks; (iv) changes in credit quality outlook for certain securities; (v) liquidity needs; and (vi) other factors. From time to time, we invest in securities for trading purposes, although such investments account for a relatively small portion of our total portfolio.
The profitability of many of our products depends on the spreads between the interest yield we earn on investments and the rates we credit on our insurance liabilities. In addition, changes in competition and other factors, including the impact of the level of surrenders and withdrawals, may limit our ability to adjust or to maintain crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions. Approximately 44 percent of our insurance liabilities were subject to interest rates that may be reset annually; 31 percent have a fixed explicit interest rate for the duration of the contract; 20 percent have credited rates which approximate the income earned by the Company; and the remainder have no explicit interest rates. As of December 31, 2001, the average yield, computed on the cost basis of our investment portfolio, was 7.0 percent, and the average interest rate credited or accruing to our total insurance liabilities (excluding interest rate bonuses for the first policy year only and excluding the effect of credited rates attributable to variable or equity-indexed products) was 5.0 percent.
We use computer models to simulate the cash flows expected from our existing insurance business under various interest rate scenarios. These simulations help us to measure the potential gain or loss in fair value of our interest rate-sensitive financial instruments. With such estimates, we seek to closely match the duration of our assets to the duration of our liabilities. When the estimated durations of assets and liabilities are similar, exposure to interest rate risk is minimized because a change in the value of assets should be largely offset by a change in the value of liabilities. At December 31, 2001, the adjusted modified duration of our fixed maturity securities and short-term investments was approximately 6.7 years and the duration of our insurance liabilities was approximately 6.5 years. We estimate that our fixed maturity securities and short-term investments (net of corresponding changes in the value of cost of policies purchased, cost of policies produced and insurance liabilities) would decline in fair value by approximately $555 million if interest rates were to increase by 10 percent from their December 31, 2001 levels. This compares to a decline in fair value of $590 million based on amounts and rates at December 31, 2000. The calculations involved in our computer simulations incorporate numerous assumptions, require significant estimates and assume an immediate change in interest rates without any management of the investment portfolio in reaction to such change. Consequently, potential changes in value of our financial instruments indicated by the simulations will likely be different from the actual changes experienced under given interest rate scenarios, and the differences may be material. Because we actively manage our investments and liabilities, our net exposure to interest rates can vary over time.
The operations of the Company are subject to risk resulting from fluctuations in market prices of our equity securities and venture-capital investments. In general, these investments have more year-to-year price variability than our
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fixed maturity investments. However, returns over longer time frames have been consistently higher. We manage this risk by limiting our equity securities and venture-capital investments to a relatively small portion of our total investments.
Our investment in S&P 500 Call Options is closely matched with our obligation to equity-indexed annuity holders. Market value changes associated with that investment are substantially offset by an increase or decrease in the amounts added to policyholder account balances for equity-indexed products.
Finance
Profitability may be directly affected by the level of and fluctuations in interest rates which affect our ability to earn a spread between interest received on loans and the costs of liabilities. While we monitor the interest rate environment, our financial results could be adversely affected by changes in interest rates. During periods of increasing interest rates, we generally experience market pressure to reduce servicing spreads in our financing operations. In addition, an increase in interest rates may decrease the demand for consumer credit. A substantial and sustained increase in interest rates could, among other things: (i) adversely affect our ability to purchase or originate loans or other assets; (ii) reduce the average size of loans underwritten; and (iii) increase securitization funding costs. A significant decline in interest rates could decrease the size of our loan servicing portfolio by increasing the level of loan prepayments, thereby shortening the life and impairing the value of our interest-only securities. Fluctuating interest rates also may affect our net interest income earned resulting from the difference between the yield to us on loans held pending securitization and the cost of funds obtained by us to finance such loans.
We substantially reduce interest rate risk of our finance operations by funding most of the loans we make through securitization transactions. The finance receivables transferred in these transactions and the asset-backed securities purchased by investors generally both have fixed rates. Principal payments on the assets are passed through to investors in the securities as received, thereby reducing interest rate exposure in these transactions that might otherwise arise from maturity mismatches between debt instruments and assets.
Subsequent to September 8, 1999, we no longer structure the securitizations of the loans we originate in a manner that results in gain-on-sale revenues. Our new securitizations are being structured as secured borrowings. Prior to September 8, 1999, we retained interests in the finance receivables sold through investments in interest-only securities that are subordinated to the rights of other investors. Interest-only securities do not have a stated maturity or amortization period. The expected amount of the cash flow as well as the timing depends on the performance of the underlying collateral supporting each securitization. The actual cash flow of these instruments could vary substantially if performance is different from our assumptions. We develop assumptions to value these investments by analyzing past portfolio performance, current loan characteristics, current and expected market conditions and the expected effect of our actions to mitigate adverse performance. Assumptions used as of December 31, 2001, are summarized in the notes to the consolidated financial statements.
We use computer models to simulate the cash flows (including any potential payments related to the guarantees of certain lower rated securities issued by the securitization trusts) expected from our retained interests in securitization trusts (including interest-only securities) under various interest rate scenarios. These simulations help us to measure the potential gain or loss in fair value of these financial instruments, including the effects of changes in interest rates on prepayments. We estimate that our retained interests would decline in fair value by approximately $60 million if interest rates were to decrease by 10 percent from their December 31, 2001 levels. This compares to a decline in fair value of approximately $70 million based on amounts and rates at December 31, 2000. The calculations involved in our computer simulations incorporate numerous assumptions, require significant estimates and assume an immediate change in interest rates without any management of the interest-only securities in reaction to such change. Consequently, potential changes in value of our retained interests indicated by the simulations will likely be different from the actual changes experienced under given interest rate scenarios, and the differences may be material. See the note to the consolidated financial statement entitled "Finance Receivables and Retained Interests in Securitization Trusts" for a summary of the key economic assumptions used to determine the estimated fair value of all of our retained interests in securitizations and the sensitivity of the current fair value of cash flows to immediate 10 percent and 20 percent changes in those assumptions.
We estimate that our finance receivables (including both "finance receivables" and "finance receivables-securitized") would decline in fair value by approximately $362.3 million if interest rates were to increase by 10 percent from their December 31, 2001 levels. This compares to a decline in fair value of $308.8 million based on amounts and rates at December 31, 2000. The increase in the estimated decline corresponds with the increase to our finance receivable balances.
Our finance receivables are primarily funded with the fixed rate asset-backed securities purchased by investors in our securitizations and floating-rate debt. Such borrowings included bank credit facilities, master repurchase agreements and
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the notes payable related to securitized finance receivables structured as collateralized borrowings ($12.0 billion of which was at fixed rates and $5.1 billion of which was at floating rates). Based on the interest rate exposure and prevalent rates at December 31, 2001, a relative 10 percent decrease in interest rates would increase the fair value of the finance segment's fixed-rate borrowed capital by approximately $262.6 million. The interest expense on this segment's floating-rate debt will fluctuate as prevailing interest rates change. The Company is exposed to market risk from the time a loan is originated to the time the loan is financed in a securitization transaction as interest rates may fluctuate during such period of time.
Corporate
We manage the ratio of borrowed capital to total capital and the portion of our outstanding capital subject to fixed and variable rates, taking into consideration the current interest rate environment and other market conditions. Our borrowed capital at December 31, 2001, included notes payable and Company-obligated mandatorily redeemable preferred securities of subsidiary trusts totaling $6.1 billion ($4.6 billion of which is at fixed rates and $1.5 billion of which is at floating rates). Based on the interest rate exposure and prevalent rates at December 31, 2001, a relative 10 percent decrease in interest rates would increase the fair value of our fixed-rate borrowed capital by approximately $13 million. This compares to a $38 million increase based on our borrowed capital and prevalent rates at December 31, 2000. Our interest expense on floating-rate debt will fluctuate as prevailing interest rates change.
The fair value of our borrowed capital also varies with credit ratings and other conditions in the capital markets. Following the events that occurred during 2000 and 2001 concerning plans to explore the sale of Conseco Finance and other events described elsewhere herein, the capital markets reacted by lowering the value of our publicly traded securities. In addition, the capital markets have also lowered the value of the securities issued in previous securitization transactions of Conseco Finance.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
The information included under the caption "Market-Sensitive Instruments and Risk Management" in "Item 7. Management's Discussion and Analysis of Consolidated Financial Condition and Results of Operations" is incorporated herein by reference.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors
and Shareholders of
Conseco, Inc.
In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of operations, shareholders' equity and cash flows present fairly, in all material respects, the financial position of Conseco, Inc. and subsidiaries at December 31, 2001 and 2000, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2001, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
As discussed in note 1 to the consolidated financial statements, the Company adopted EITF Issue No. 99-20, "Recognition of Interest Income and Impairment on Purchased and Retained Beneficial Interests in Securitized Financial Assets" in 2000.

                                         /s/ PricewaterhouseCoopers LLP
                                        ---------------------------------
                                             PricewaterhouseCoopers LLP



Indianapolis, Indiana
March 29, 2002
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 2001 and 2000
 (Dollars in millions)
ASSETS

                                                                                            2001              2000
                                                                                            ----              ----

Investments:
    Actively managed fixed maturities at fair value (amortized cost:
       2001 - $23,127.8; 2000 - $22,930.2).............................................  $22,347.0         $21,755.1
    Interest-only securities at fair value (amortized cost: 2001 - $131.3;
       2000 - $431.2)..................................................................      141.7             432.9
    Equity securities at fair value (cost: 2001 - $257.3; 2000 - $286.8)...............      227.0             248.3
    Mortgage loans.....................................................................    1,228.0           1,238.6
    Policy loans.......................................................................      635.8             647.2
    Venture capital investment in TeleCorp PCS, Inc.
       (cost: 2001 - $39.0; 2000 - $53.2)..............................................      155.3             258.6
    Other invested assets .............................................................      292.4             436.9
                                                                                         ----------        ---------

          Total investments............................................................   25,027.2          25,017.6

Cash and cash equivalents:
    Held by the parent company.........................................................      152.2             294.0
    Held by the parent company in segregated accounts..................................       54.7              81.9
    Held by subsidiaries...............................................................    2,853.9           1,287.7
Accrued investment income..............................................................      688.6             643.3
Finance receivables....................................................................    3,810.7           3,865.0
Finance receivables - securitized......................................................   14,198.5          12,622.8
Cost of policies purchased.............................................................    1,657.8           1,954.8
Cost of policies produced..............................................................    2,570.2           2,480.5
Reinsurance receivables................................................................      663.0             669.4
Goodwill...............................................................................    3,695.4           3,800.8
Income tax assets......................................................................      678.1             647.2
Assets held in separate accounts and investment trust..................................    2,376.3           2,610.1
Cash held in segregated accounts for investors.........................................      550.2             551.3
Cash held in segregated accounts related to servicing agreements and
    securitization transactions........................................................      994.6             866.7
Other assets...........................................................................    1,420.9           1,196.1
                                                                                         ---------         ---------

          Total assets.................................................................  $61,392.3         $58,589.2
                                                                                         =========         =========

(continued on next page)
The accompanying notes are an integral part of the consolidated financial statements.
77
 
CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET (Continued)
December 31, 2001 and 2000
 (Dollars in millions)
LIABILITIES AND SHAREHOLDERS' EQUITY

                                                                                            2001              2000
                                                                                            ----              ----

Liabilities:
    Liabilities for insurance and asset accumulation products:
       Interest-sensitive products.....................................................  $15,787.7         $16,123.2
       Traditional products............................................................    8,172.8           7,875.1
       Claims payable and other policyholder funds.....................................    1,005.5           1,026.1
       Liabilities related to separate accounts and investment trust...................    2,376.3           2,610.1
       Liabilities related to certificates of deposit..................................    1,790.3           1,873.3
    Investor payables..................................................................      550.2             551.3
    Other liabilities..................................................................    1,699.3           1,565.5
    Investment borrowings..............................................................    2,242.7             219.8
    Notes payable:
       Direct corporate obligations....................................................    4,087.6           5,055.0
       Direct finance obligations:
          Master repurchase agreements.................................................    1,670.8           1,802.4
          Credit facility collateralized by retained interests in securitizations......      507.3             590.0
          Other borrowings.............................................................      349.8             418.5
       Related to securitized finance receivables structured as collateralized
          borrowings...................................................................   14,484.5          12,100.6
                                                                                         ---------         ---------

            Total liabilities..........................................................   54,724.8          51,810.9
                                                                                         ---------         ---------

Minority interest:
    Company-obligated mandatorily redeemable preferred securities
       of subsidiary trusts............................................................    1,914.5           2,403.9

Shareholders' equity:
    Preferred stock....................................................................      499.6             486.8
    Common stock and additional paid-in capital (no par value, 1,000,000,000 shares
       authorized, shares issued and outstanding: 2001 - 344,743,196;
       2000 - 325,318,457).............................................................    3,484.3           2,911.8
    Accumulated other comprehensive loss...............................................     (439.0)           (651.0)
    Retained earnings..................................................................    1,208.1           1,626.8
                                                                                         ---------         ---------

            Total shareholders' equity.................................................    4,753.0           4,374.4
                                                                                         ---------         ---------

            Total liabilities and shareholders' equity.................................  $61,392.3         $58,589.2
                                                                                         =========         =========

The accompanying notes are an integral part of the consolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions, except per share data)

                                                                           2001              2000             1999
                                                                           ----              ----             ----


Revenues:
    Insurance policy income............................................  $4,065.7        $ 4,220.3          $4,040.5
    Net investment income:
       Insurance and fee-based segment general account assets..........   1,811.2          1,919.6           1,987.8
       Finance segment assets..........................................   2,292.1          2,013.5             817.7
       Equity-indexed and separate account products....................    (286.4)           135.0             218.8
       Venture capital income (loss) related to investment
          in TeleCorp PCS, Inc.........................................     (42.9)          (199.5)            354.8
       Other ..........................................................      20.9             51.8              32.3
    Gain on sale of finance receivables................................      26.9              7.5             550.6
    Gain on sale of interest in riverboat..............................     192.4             -                  -
    Net realized investment losses.....................................    (413.7)          (358.3)           (156.2)
    Fee revenue and other income.......................................     441.9            506.5             489.4
                                                                         --------        ---------          --------

          Total revenues...............................................   8,108.1          8,296.4           8,335.7
                                                                         --------        ---------          --------

Benefits and expenses:
    Insurance policy benefits..........................................   3,506.8          4,071.0           3,815.9
    Provision for losses...............................................     733.2            585.7             147.6
    Interest expense...................................................   1,609.2          1,453.1             561.7
    Amortization.......................................................     800.5            687.2             752.1
    Other operating costs and expenses.................................   1,389.0          1,646.2           1,353.2
    Special charges....................................................     101.9            699.3                -
    Impairment charges.................................................     386.9            515.7             554.3
                                                                         --------        ---------          --------

           Total benefits and expenses.................................   8,527.5          9,658.2           7,184.8
                                                                         --------        ---------          --------

           Income (loss) before income taxes, minority interest, extraordinary
              gain (loss) and cumulative effect of
              accounting change........................................    (419.4)        (1,361.8)          1,150.9

Income tax expense (benefit)...........................................    (115.8)          (376.2)            423.1
                                                                         --------        ---------          --------

           Income (loss) before minority interest, extraordinary
              gain (loss) and cumulative effect of accounting change...    (303.6)          (985.6)            727.8

Minority interest:
    Distributions on Company-obligated mandatorily redeemable
       preferred securities of subsidiary trusts, net of income taxes..     119.5            145.3             132.8
                                                                         --------        ---------          --------

           Income (loss) before extraordinary gain (loss) and
              cumulative effect of accounting change ..................    (423.1)        (1,130.9)            595.0

Extraordinary gain (loss) on extinguishment of
    debt, net of income taxes..........................................      17.2             (5.0)               -
Cumulative effect of accounting change, net of income taxes............        -             (55.3)               -
                                                                         ---------       ---------          --------

           Net income (loss)...........................................    (405.9)        (1,191.2)            595.0

Preferred stock dividends..............................................      12.8             11.0               1.5
                                                                         --------        ---------          --------

           Net income (loss) applicable to common stock................  $ (418.7)       $(1,202.2)         $  593.5
                                                                         ========        =========          ========

(continued)
The accompanying notes are an integral part of the consolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS (Continued)
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions, except per share data)


                                                                           2001            2000             1999
                                                                           ----            ----             ----

Earnings per common share:
    Basic:
       Weighted average shares outstanding........................... 338,145,000      325,953,000       324,635,000
       Income (loss) before extraordinary gain (loss) and cumulative
         effect of accounting change ................................      $(1.29)          $(3.51)            $1.83
       Extraordinary gain (loss) on extinguishment of debt...........         .05             (.01)              -
       Cumulative effect of accounting change........................         -               (.17)              -
                                                                           ------           ------             -----

         Net income (loss)...........................................      $(1.24)          $(3.69)            $1.83
                                                                           ======           ======             =====

    Diluted:
       Weighted average shares outstanding........................... 338,145,000      325,953,000       332,893,000
       Income (loss) before extraordinary gain (loss) and cumulative
         effect of accounting change.................................      $(1.29)          $(3.51)            $1.79
       Extraordinary gain (loss) on extinguishment of debt ..........         .05             (.01)              -
       Cumulative effect of accounting change........................         -               (.17)              -
                                                                           ------           ------             -----

         Net income (loss)...........................................      $(1.24)          $(3.69)            $1.79
                                                                           ======           ======             =====

The accompanying notes are an integral part of the consolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)


                                                                                   Common stock     Accumulated other
                                                                       Preferred  and additional      comprehensive   Retained
                                                              Total      stock    paid-in capital         loss        earnings
                                                              -----      -----    ---------------         ----        --------


Balance, December 31, 1998 ............................... $5,273.6       $105.5      $2,736.5           $ (28.4)      $2,460.0

   Comprehensive loss, net of tax:
     Net income...........................................    595.0                                                       595.0
     Change in unrealized depreciation
       of investments (net of applicable income tax
       benefit of $427.4).................................   (743.2)          -             -              (743.2)           -
                                                           --------

         Total comprehensive loss.........................   (148.2)

   Issuance of common shares..............................    209.6           -          209.6                -              -
   Issuance of convertible preferred shares...............    478.4        478.4            -                 -
   Tax benefit related to issuance of shares under
     stock option plans...................................     25.0           -           25.0                -              -
   Conversion of preferred stock into common
     shares...............................................       -        (105.5)        105.5                -              -
   Cost of shares acquired................................    (89.5)          -          (89.5)               -              -
   Dividends on preferred stock...........................     (1.5)          -             -                 -            (1.5)
   Dividends on common stock..............................   (191.2)          -             -                 -          (191.2)
                                                           --------       ------      --------           -------       --------

Balance, December 31, 1999................................ $5,556.2       $478.4      $2,987.1           $(771.6)      $2,862.3

(continued on following page)
The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY (Continued)
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)


                                                                                   Common stock     Accumulated other
                                                                       Preferred  and additional      comprehensive   Retained
                                                              Total      stock    paid-in capital         loss        earnings
                                                              -----      -----    ---------------         ----        --------

Balance, December 31, 1999 (carried forward
   from prior page).......................................  $5,556.2      $478.4      $2,987.1          $(771.6)     $ 2,862.3

   Comprehensive loss, net of tax:
     Net loss.............................................  (1,191.2)         -             -                -        (1,191.2)
     Change in unrealized depreciation
       of investments (net of applicable income tax
       expense of $72.0)..................................     120.6          -             -             120.6             -
                                                            --------

         Total comprehensive loss.........................  (1,070.6)

   Issuance of common shares for stock options and for
     employee benefit plans...............................       6.6          -            6.6               -              -
   Issuance of convertible preferred shares...............       8.4         8.4            -                -              -
   Issuance of warrants...................................      21.0          -           21.0               -              -
   Settlement of forward contract.........................     (90.5)         -          (90.5)              -              -
   Cost of shares acquired................................     (12.4)         -          (12.4)              -              -
   Dividends on preferred stock...........................     (11.0)         -             -                -           (11.0)
   Dividends on common stock..............................     (33.3)         -             -                -           (33.3)
                                                            --------      ------      --------          --------     ---------

Balance, December 31, 2000................................  $4,374.4      $486.8      $2,911.8           $(651.0)    $ 1,626.8

(continued on following page)
The accompanying notes are an integral part of the consolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY (Continued)
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)

                                                                               Common stock      Accumulated other
                                                                   Preferred  and additional       comprehensive     Retained
                                                          Total      stock    paid-in capital          loss          earnings
                                                          -----      -----    ---------------          ----          --------


Balance, December 31, 2000 (carried forward
       from prior page)..............................  $4,374.4     $486.8      $2,911.8           $(651.0)          $1,626.8

   Comprehensive loss, net of tax:
     Net loss........................................    (405.9)        -             -                 -              (405.9)
     Change in unrealized depreciation of
       investments (net of applicable income tax
       expense of $121.8)............................     212.0         -             -              212.0                 -
                                                       --------

         Total comprehensive loss....................    (193.9)

   Issuance of shares pursuant to stock purchase
     contracts related to FELINE PRIDES..............     496.6         -          496.6                -                  -
   Issuance of shares pursuant to acquisition of
     ExlService.com, Inc.............................      52.1         -           52.1                -
   Issuance of shares for stock options and for
     employee benefit plans..........................      23.8         -           23.8                -                  -
   Payment-in-kind dividends on convertible
     preferred stock.................................      12.8       12.8            -                 -                  -
   Dividends on preferred stock......................     (12.8)        -             -                 -               (12.8)
                                                       --------     ------      --------           -------           --------

Balance, December 31, 2001...........................  $4,753.0     $499.6      $3,484.3           $(439.0)          $1,208.1
                                                       ========     ======      ========           =======           ========

The accompanying notes are an integral part of the consolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)

                                                                                             2001          2000         1999
                                                                                             ----          ----         ----

Cash flows from operating activities:
   Insurance policy income.............................................................  $  3,518.8     $  3,634.4   $  3,635.4
   Net investment income...............................................................     3,930.3        3,870.2      2,872.0
   Points and origination fees.........................................................          -              -         390.0
   Fee revenue and other income........................................................       398.3          522.1        499.9
   Insurance policy benefits...........................................................    (2,792.8)      (2,686.5)    (2,675.8)
   Interest expense....................................................................    (1,570.5)      (1,331.6)      (533.6)
   Policy acquisition costs............................................................      (667.0)        (794.2)      (819.4)
   Special charges.....................................................................       (29.5)        (216.3)       (20.9)
   Other operating costs...............................................................    (1,492.7)      (1,751.2)    (1,306.3)
   Taxes...............................................................................        29.8          (41.6)      (252.7)
                                                                                         ----------     ----------   ----------

       Net cash provided by operating activities.......................................     1,324.7        1,205.3      1,788.6
                                                                                         ----------     ----------   ----------

Cash flows from investing activities:
   Sales of investments................................................................    24,179.7        6,987.5     15,811.6
   Maturities and redemptions of investments...........................................     1,381.4          825.5      1,056.8
   Purchases of investments............................................................   (25,509.5)      (7,952.6)   (18,957.4)
   Cash received from the sale of finance receivables, net of expenses.................       867.2        2,501.2      9,516.6
   Principal payments received on finance receivables..................................     8,611.3        8,490.1      7,402.4
   Finance receivables originated......................................................   (12,320.3)     (18,515.9)   (24,650.5)
   Other...............................................................................      (136.7)        (165.2)        36.8
                                                                                         ----------     ----------   ----------

       Net cash used by investing activities ..........................................    (2,926.9)      (7,829.4)    (9,783.7)
                                                                                         ----------     ----------   ----------

Cash flows from financing activities:
   Amounts received for deposit products...............................................     4,204.8        4,966.7      3,935.0
   Withdrawals from deposit products...................................................    (4,489.4)      (4,545.9)    (3,029.6)
   Issuance of notes payable and commercial paper......................................    12,160.5       22,548.9     21,219.7
   Payments on notes payable and commercial paper......................................   (10,480.5)     (14,416.2)   (14,657.5)
   Change in cash held in restricted accounts for settlement of borrowings.............      (241.8)        (689.7)       (76.8)
   Investment borrowings...............................................................     2,022.9         (609.1)      (127.3)
   Issuance of Company-obligated mandatorily redeemable preferred securities of
     subsidiary trusts.................................................................          -              -         534.3
   Repurchase of Company-obligated mandatorily redeemable preferred
     securities of subsidiary trusts...................................................          -          (250.0)         -
   Issuance of common and convertible preferred shares.................................         4.1             .8        588.4
   Payments for settlement of forward contract and to repurchase equity securities.....          -          (102.6)       (29.5)
   Dividends on common and preferred shares and distributions on
     Company-obligated mandatorily redeemable
     preferred securities of subsidiary trusts.........................................      (181.2)        (302.1)      (379.4)
                                                                                         ----------     ----------   ----------

       Net cash provided by financing activities.......................................     2,999.4        6,600.8      7,977.3
                                                                                         ----------     ----------   ----------

       Net increase (decrease) in cash and cash equivalents............................     1,397.2          (23.3)       (17.8)

Cash and cash equivalents, beginning of year...........................................     1,663.6        1,686.9      1,704.7
                                                                                         ----------     ----------   ----------

Cash and cash equivalents, end of year.................................................  $  3,060.8     $  1,663.6   $  1,686.9
                                                                                         ==========     ==========   ==========

The accompanying notes are an integral part of the consolidated financial statements.
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1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES:
Description of Business
Conseco, Inc. ("we", "Conseco" or the "Company") is a financial services holding company with subsidiaries operating throughout the United States. Our insurance subsidiaries develop, market and administer supplemental health insurance, annuity, individual life insurance and other insurance products. Our finance subsidiaries originate, securitize and service manufactured housing, home equity, home improvement, retail credit and floorplan loans made by the Company (references to loans made by the Company include both cash advances and purchases of obligations). Conseco's operating strategy is to grow its business by focusing its resources on the development and expansion of profitable products and strong distribution channels, to seek to achieve superior investment returns through active asset management and to control expenses.
During the last two years, Conseco has taken a number of actions designed to reduce parent company debt and increase the efficiency of our business operations. The actions with respect to Conseco Finance Corp. ("Conseco Finance", formerly Green Tree Financial Corporation prior to its name change in November 1999), a wholly owned subsidiary of Conseco, include: (i) the sale, closing or runoff of several business units (including asset-based lending, vendor leasing, bankcards, transportation and park construction and floorplan lending); (ii) monetization of certain on-balance sheet financial assets through sales or as collateral for additional borrowings; and (iii) cost savings and restructuring of ongoing businesses such as streamlining of loan origination operations in the manufactured housing and home equity divisions. In early 2002, Conseco Finance announced its decision to reduce the size of its floorplan lending business. The actions with respect to our life insurance segment include: (i) the planned sale of our variable insurance business, which has been designated for sale because of its lack of synergy with our targeted middle market consumer; (ii) planned reinsurance transactions of various insurance blocks; and (iii) the division of our insurance segment into two operating units: the first, based in Carmel, Indiana, includes our professional independent producer distribution channel and the other, based in Chicago, Illinois, includes our career agents and direct marketing distribution channels. With respect to all of our business segments, we have initiated actions to improve productivity and quality through our "Process Excellence" program. Through a combination of reduced expenses, revenue enhancement projects and better deployment of capital, the Process Excellence improvements are intended to help us achieve our financial goals. Other planned changes include moving a significant number of jobs to India, where a highly-educated, low-cost, English-speaking labor force is available. We have also completed the sale of certain non-strategic assets, such as our interest in the riverboat casino in Lawrenceburg, Indiana and our subprime auto loan portfolio. Our recent efforts have been focused primarily on generating cash to meet our 2002 debt service commitments. See note 2 for a discussion of the current business conditions and liquidity considerations of the Company.
During 2001 and 2002, we began the process of non-renewing our major medical lines of business. These lines of business are referred to herein as the "discontinued major medical business". These actions had a significant effect on the Company's operating results during 2001 and 2000. These lines had pre-tax losses of $130.4 million in 2001 (including a write off of $77.4 million of the cost of policies produced and the cost of policies purchased related to this business that is not recoverable) and $51.3 million in 2000.
Basis of Presentation
The following summary explains the significant accounting policies we use to prepare our financial statements. We prepare our financial statements in accordance with generally accepted accounting principles ("GAAP"). We follow the accounting standards established by the Financial Accounting Standards Board ("FASB"), the American Institute of Certified Public Accountants and the Securities and Exchange Commission.
Consolidation issues. On July 31, 2001, we completed the acquisition of ExlService.com, Inc. ("Ex1"), a firm that specializes in customer service and backroom outsourcing with operations in India. We issued 3.4 million shares of our common stock in exchange for Ex1's common stock. The total value of the transaction is approximately $52.1 million. The Conseco Board of Directors (without Gary C. Wendt, the Company's Chief Executive Officer, voting) approved the transaction, after receiving the recommendation of a special committee of outside directors. Mr. Wendt was one of the founders of Exl. Mr. Wendt and his wife owned 20.3 percent of Exl and his other relatives owned an additional 9.4 percent. Mr. Wendt and his wife received 692,567 shares of Conseco common stock in the transaction (worth approximately $9.7 million at the time the agreement was negotiated). However, these shares remain restricted until Conseco recovers its $52.1
85
CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
million acquisition price through cost savings achieved by transferring work to Exl and/or pre-tax profits from services provided to third parties by Exl. The shares also become unrestricted upon a change of control of 51 percent of the outstanding shares of Conseco common stock.
Statement of Financial Accounting Standards No. 141, "Business Combinations" ("SFAS 141") eliminates the pooling-of-interests method of accounting for business combinations initiated after July 1, 2001 and also changes the criteria used to recognize intangible assets apart from goodwill. We were required to apply these new rules in accounting for the Exl acquisition. Pursuant to these rules, in the Exl acquisition Conseco acquired: (i) goodwill with a value of $38.6 million, which has an indeterminate life; and (ii) other intangible assets with a value of $7.5 million, which are expected to have an average life of approximately 5 years. Pursuant to SFAS 141 and Statement of Financial Accounting Standards No. 142, "Goodwill and Other Intangible Assets" ("SFAS 142") described below under "Recently Issued Accounting Standards", this goodwill is not amortized but is subject to annual impairment tests, effective January 1, 2002.
Our consolidated financial statements exclude the results of material transactions between us and our consolidated affiliates, or among our consolidated affiliates. We reclassified certain amounts in our 2000 and 1999 consolidated financial statements and notes to conform with the 2001 presentation. These reclassifications have no effect on net income (loss) or shareholders' equity.
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Investments
Fixed maturities are securities that mature more than one year after issuance and include bonds, certain notes receivable and redeemable preferred stock. Fixed maturities that we may sell prior to maturity are classified as actively managed and are carried at estimated fair value, with any unrealized gain or loss, net of tax and related adjustments, recorded as a component of shareholders' equity. Fixed maturity securities that we intend to sell in the near term are classified as trading and included in other invested assets. We include any unrealized gain or loss on trading securities in net investment losses.
Interest-only securities represent the right to receive certain future cash flows from securitization transactions structured prior to our September 8, 1999 announcement (see "Revenue Recognition for Sales of Finance Receivables and Amortization of Servicing Rights" below). Such cash flows generally are equal to the value of the principal and interest to be collected on the underlying financial contracts of each securitization in excess of the sum of the principal and interest to be paid on the securities sold and contractual servicing fees. We carry interest-only securities at estimated fair value. We determine fair value by discounting the projected cash flows over the expected life of the receivables sold using current prepayment, default, loss and interest rate assumptions. We determine the appropriate discount rate to value these securities based on our estimates of current market rates of interest for securities with similar yield, credit quality and maturity characteristics. The discount rate was 16 percent at December 31, 2001, compared to 15 percent at December 31, 2000. We record any unrealized gain or loss determined to be temporary, net of tax, as a component of shareholders' equity. With the adoption of EITF Issue No. 99-20, "Recognition of Interest Income and Impairment on Purchased and Retained Beneficial Interests in Securitized Financial Assets" ("EITF 99-20") on July 1, 2000, declines in value are considered to be other than temporary when: (i) the fair value of the security is less than its carrying value; and (ii) the timing and/or amount of cash expected to be received from the security has changed adversely from the previous valuation which determined the carrying value of the security. When declines in value considered to be other than temporary occur, we reduce the amortized cost to estimated fair value and recognize a loss in the statement of operations. The assumptions used to determine new values are based on our internal evaluations and consultation with external advisors having significant experience in valuing these securities. See note 4 for additional discussion of gain on sale of receivables and interest-only securities.
Equity securities include investments in common stocks and non-redeemable preferred stock. We carry these investments at estimated fair value. We record any unrealized gain or loss, net of tax and related adjustments, as a component of shareholders' equity.
Mortgage loans held in our investment portfolio are carried at amortized unpaid balances, net of provisions for estimated losses.
Policy loans are stated at their current unpaid principal balances.
Venture capital investment in TeleCorp PCS, Inc. ("TeleCorp") was made by our subsidiary which engages in venture capital investment activity. TeleCorp is a company in the wireless communication business. Our investment in TeleCorp (currently AWE as described in the following paragraph) is carried at estimated fair value, with changes in fair value recognized as investment income (loss). We held 12.6 million shares of TeleCorp common stock with a fair value of $157.5 million at December 31, 2001 ($12.49 per share). In the first quarter of 2002, AT&T Wireless Services, Inc. ("AWE") acquired TeleCorp. Pursuant to the merger agreement, our shares of TeleCorp were converted into 11.4 million shares of AWE. Upon the completion of the merger, there are no restrictions on our ability to sell our interest in AWE. We expect to sell (or monetize through borrowing and forward sale transactions) our remaining interest in AWE during 2002, in conjunction with our plans to meet our debt obligations.
At March 18, 2002, our holdings of AWE common stock included: 10.3 million shares valued at $102.2 million (which shares have not been monetized); and 1.1 million shares which are held as collateral for a $12.1 million investment borrowing transaction and are subject to a forward sale contract pursuant to which the Company has agreed to sell between .6 million and 1.1 million shares of AWE common stock for $15.5 million on November 15, 2006. The number of shares purchased will be based on the $15.5 million purchase price and the price of AWE common stock at the purchase date. However, such price will be no lower than $14.9862 per share and no higher than $24.3527 per share pursuant to the terms of the forward sale contract.
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The forward contract is a derivative that is required to be marked-to-market each period. Since the hedged asset (i.e., a portion of the shares of TeleCorp we own) is required to be carried at market value, the hedge rules of SFAS 133 (as defined under the caption "Accounting for Derivatives") are not applicable. However, since the value of the derivative will fluctuate in relation to the change in value of the related TeleCorp common stock, we expect the forward contract to act as a hedge and reduce earnings volatility associated with the TeleCorp common stock. At December 31, 2001, the value of the derivative was not significant.
The market values of many companies in TeleCorp's business sector have declined significantly in recent periods. We recognized venture capital investment income (loss) of $(42.9) million, $(199.5) million and $354.8 million in 2001, 2000 and 1999, respectively, primarily related to this investment.
During the fourth quarter of 2001, we sold 4.6 million shares of TeleCorp common stock to certain investment trusts for $60.3 million. Conseco and its subsidiaries hold all of the debt issued by the trusts; a third party owns the equity securities. The trusts are further described in note 3.
Other invested assets include: (i) trading securities; (ii) Standard & Poor's 500 Call Options ("S&P 500 Call Options"); and (iii) certain non-traditional investments. Trading securities are carried at market value with the change in value recognized as a charge to net income (loss). These securities are expected to be sold in the near term or relate to our multibucket annuity products as described under "Multibucket Annuity Product" below. We carry the S&P 500 Call Options at estimated fair value as further described below under "Accounting for Derivatives". Non-traditional investments include investments in certain limited partnerships, mineral rights and promissory notes; we account for them using either the cost method, or for investments in partnerships over whose operations the Company exercises significant influence, the equity method.
We defer any fees received or costs incurred when we originate investments. We amortize fees, costs, discounts and premiums as yield adjustments over the contractual lives of the investments. We consider anticipated prepayments on mortgage-backed securities in determining estimated future yields on such securities.
When we sell a security (other than trading securities or venture capital investments), we report the difference between the sale proceeds and amortized cost (determined based on specific identification) as an investment gain or loss.
We regularly evaluate all of our investments based on current economic conditions, credit loss experience and other investee-specific developments. If there is a decline in a security's net realizable value that is other than temporary, we treat it as a realized loss and reduce the cost basis of the security to its estimated fair value.
Cash and Cash Equivalents
Cash and cash equivalents include commercial paper, invested cash and other investments purchased with original maturities of less than three months. We carry them at amortized cost, which approximates estimated fair value.
Finance Receivables
Finance receivables include manufactured housing, home equity, home improvement, retail credit and floorplan loans. We carry finance receivables at amortized cost, net of an allowance for credit losses.
We defer fees received and costs incurred when we originate finance receivables. We amortize deferred fees, costs, discounts and premiums over the estimated lives of the receivables. We include such deferred fees or costs in the amortized cost of finance receivables.
We generally stop accruing investment income on finance receivables after three consecutive months of contractual delinquency.
Finance receivables transferred to securitization trusts in transactions structured as securitized borrowings are classified as finance receivables - securitized. These receivables are held as collateral for the notes issued to investors in the
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securitization trusts. Finance receivables held by us that have not been securitized are classified as finance receivables.
Provision for Losses
The provision for credit losses charged to expense is based upon an assessment of current and historical loss experience, loan portfolio trends, prevailing economic and business conditions, and other relevant factors. In management's opinion, the provision is sufficient to maintain the allowance for credit losses at a level that adequately provides for losses inherent in the portfolio.
We reduce the carrying value of finance receivables to net realizable value at the earlier of: (i) six months of contractual delinquency; or (ii) when we take possession of the property securing the finance receivable.
In addition, during 2001, 2000 and 1999, we established a provision for losses related to our guarantees of bank loans and the related interest loans to approximately 155 current and former directors, officers and key employees for the purchase of Conseco common stock (see note 8 for additional information on this provision).
Cost of Policies Produced
The costs that vary with, and are primarily related to, producing new insurance business are referred to as cost of policies produced. We amortize these costs using the interest rate credited to the underlying policy: (i) in relation to the estimated gross profits for universal life-type and investment-type products; or (ii) in relation to future anticipated premium revenue for other products.
When we realize a gain or loss on investments backing our universal life or investment-type products, we adjust the amortization to reflect the change in estimated gross profits from the products due to the gain or loss realized and the effect of the event on future investment yields. We also adjust the cost of policies produced for the change in amortization that would have been recorded if actively managed fixed maturity securities had been sold at their stated aggregate fair value and the proceeds reinvested at current yields. We include the impact of this adjustment in accumulated other comprehensive income (loss) within shareholders' equity.
When we replace an existing insurance contract with another insurance contract with substantially different terms, all unamortized cost of policies produced related to the replaced contract is immediately written off. When we replace an existing insurance contract with another insurance contract with substantially similar terms, we continue to defer the cost of policies produced associated with the replaced contract. Such costs related to the replaced contracts which continue to be deferred were $10.0 million, $5.6 million and $8.6 million in 2001, 2000 and 1999, respectively.
Each year, we evaluate the recoverability of the unamortized balance of the cost of policies produced. We consider estimated future gross profits or future premiums, expected mortality or morbidity, interest earned and credited rates, persistency and expenses in determining whether the balance is recoverable. If we determine a portion of the unamortized balance is not recoverable, it is charged to amortization expense.
Cost of Policies Purchased
The cost assigned to the right to receive future cash flows from contracts existing at the date of an acquisition is referred to as the cost of policies purchased. We also defer renewal commissions paid in excess of ultimate commission levels related to the purchased policies in this account. The balance of this account is amortized, evaluated for recovery, and adjusted for the impact of unrealized gains (losses) in the same manner as the cost of policies produced described above.
The discount rate we use to determine the value of the cost of policies purchased is the rate of return we need to earn in order to invest in the business being acquired. In determining this required rate of return, we consider many factors including: (i) the magnitude of the risks associated with each of the actuarial assumptions used in determining expected future cash flows; (ii) the cost of our capital required to fund the acquisition; (iii) the likelihood of changes in projected future cash flows that might occur if there are changes in insurance regulations and tax laws; (iv) the acquired company's compatibility with other Conseco activities that may favorably affect future cash flows; (v) the complexity of the acquired company; and
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(vi) recent prices (i.e., discount rates used in determining valuations) paid by others to acquire similar blocks of business.
Goodwill
Goodwill is the excess of the amount we paid to acquire a company over the fair value of its net assets. Our analysis of acquired businesses indicates that the anticipated ongoing cash flows from the earnings of the purchased businesses extend beyond the maximum 40-year period allowed for goodwill amortization. Accordingly, we have amortized goodwill on a straight-line basis generally over a 40-year period. The total accumulated amortization of goodwill was $613.3 million and $503.7 million at December 31, 2001 and 2000, respectively. Pursuant to generally accepted accounting principles in effect at December 31, 2001, we have determined that goodwill is fully recoverable from projected undiscounted net cash flows from earnings of the subsidiaries over the remaining amortization period. If we had determined that the undiscounted projected cash flows no longer supported the recoverability of goodwill over the remaining amortization period, we would have reduced its carrying value with a corresponding charge to expense or shortened the amortization period. Cash flows considered in such an analysis are those of the business acquired, if separately identifiable, or the product line that acquired the business, if such earnings are not separately identifiable. See "Recently Issued Accounting Standards" below for a discussion of new accounting standards applicable to goodwill which are effective beginning on January 1, 2002.
Assets Held in Separate Accounts and Investment Trust
Separate accounts are funds on which investment income and gains or losses accrue directly to certain policyholders. The assets of these accounts are legally segregated. They are not subject to the claims that may arise out of any other business of Conseco. We report separate account assets at market value; the underlying investment risks are assumed by the contractholders. We record the related liabilities at amounts equal to the market value of the underlying assets. We record the fees earned for administrative and contractholder services performed for the separate accounts in insurance policy income.
In addition, we hold investments in a trust for the benefit of the purchasers of certain products of our asset management subsidiary; this amount is offset by a corresponding liability account, the value of which fluctuates in relation to changes in the values of these investments. Because we hold the residual interests in the cash flows from the trust and actively manage its investments, we are required to include the accounts of the trust in our consolidated financial statements. We record the fees earned for investment management and other services provided to the trust as fee revenue.
Recognition of Insurance Policy Income and Related Benefits and Expenses on Insurance Contracts
Generally, we recognize insurance premiums for traditional life and accident and health contracts as earned over the premium-paying periods. We establish reserves for future benefits on a net-level premium method based upon assumptions as to investment yields, mortality, morbidity, withdrawals and dividends. We record premiums for universal life-type and investment-type contracts that do not involve significant mortality or morbidity risk as deposits to insurance liabilities. Revenues for these contracts consist of mortality, morbidity, expense and surrender charges. We establish reserves for the estimated present value of the remaining net costs of all reported and unreported claims.
Liabilities Related to Certificates of Deposit
These liabilities relate to the certificates of deposits issued by our bank subsidiaries. The liability and interest expense account are also increased for the interest which accrues on the deposits. At December 31, 2001 and 2000, the weighted average interest crediting rate on these deposits was 4.7 percent and 6.9 percent, respectively.
Reinsurance
In the normal course of business, we seek to limit our exposure to loss on any single insured or to certain groups of policies by ceding reinsurance to other insurance enterprises. We currently retain no more than $.8 million of mortality risk on any one policy. We diversify the risk of reinsurance loss by using a number of reinsurers that have strong claims-paying ratings. If any reinsurer could not meet its obligations, the Company would assume the liability. The likelihood of a material loss being incurred as a result of the failure of one of our reinsurers is considered remote. The cost of reinsurance is recognized over the life of the reinsured policies using assumptions consistent with those used to account for the underlying
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policy. The cost of reinsurance ceded totaled $253.7 million, $248.3 million and $418.6 million in 2001, 2000 and 1999, respectively. A receivable is recorded for the reinsured portion of insurance policy benefits paid and liabilities for insurance products. Reinsurance recoveries netted against insurance policy benefits totaled $205.9 million, $283.2 million and $392.0 million in 2001, 2000 and 1999, respectively.
From time-to-time, we assume insurance from other companies. Any costs associated with the assumption of insurance are amortized consistent with the method used to amortize the cost of policies produced described above. Reinsurance premiums assumed totaled $147.0 million, $305.4 million and $547.8 million in 2001, 2000 and 1999, respectively.
Income Taxes
Our income tax expense includes deferred income taxes arising from temporary differences between the tax and financial reporting bases of assets and liabilities and net operating loss carryforwards. In assessing the realization of deferred income tax assets, we consider whether it is more likely than not that the deferred income tax assets will be realized. The ultimate realization of deferred income tax assets depends upon generating future taxable income during the periods in which temporary differences become deductible and net operating loss carryforwards expire. If future income is not generated as expected, a valuation allowance will be established.
Investment Borrowings
As part of our investment strategy, we may enter into reverse repurchase agreements and dollar-roll transactions to increase our investment return or to improve our liquidity. We account for these transactions as collateral borrowings, where the amount borrowed is equal to the sales price of the underlying securities. Reverse repurchase agreements involve a sale of securities and an agreement to repurchase the same securities at a later date at an agreed-upon price. Dollar rolls are similar to reverse repurchase agreements except that, with dollar rolls, the repurchase involves securities that are only substantially the same as the securities sold. Such borrowings averaged $1,029.7 million during 2001 and $324.4 million during 2000. These borrowings were collateralized by investment securities with fair values approximately equal to the loan value. The weighted average interest rate on short-term collateralized borrowings was 3.3 percent and 5.7 percent in 2001 and 2000, respectively. The primary risk associated with short-term collateralized borrowings is that a counterparty will be unable to perform under the terms of the contract. Our exposure is limited to the excess of the net replacement cost of the securities over the value of the short-term investments (such excess was not material at December 31, 2001). We believe the counterparties to our reverse repurchase and dollar-roll agreements are financially responsible and that the counterparty risk is minimal.
Use of Estimates
When we prepare financial statements in conformity with GAAP, we are required to make estimates and assumptions that significantly affect various reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities at the date of the financial statements and revenues and expenses during the reporting periods. For example, we use significant estimates and assumptions in calculating values for the cost of policies produced, the cost of policies purchased, interest-only securities, certain investments, servicing rights, goodwill, liabilities for insurance and asset accumulation products, liabilities related to litigation, guaranty fund assessment accruals, liabilities related to guarantees of securitized debt issued in conjunction with certain sales of finance receivables and liabilities related to guarantees of bank loans and the related interest loans to certain current and former directors, officers and key employees, gain on sale of finance receivables, allowance for credit losses on finance receivables and the reliance on generating adequate future taxable income to support deferred income tax assets. If our future experience differs materially from these estimates and assumptions, our financial statements would be affected.
Accounting for Derivatives
Our equity-indexed annuity products provide a guaranteed base rate of return and a higher potential return linked to the performance of the Standard & Poor's 500 Index ("S&P 500 Index") based on a percentage (the participation rate) over an annual period. At the beginning of each policy year, a new index period begins. The Company is able to change the participation rate at the beginning of each index period, subject to contractual minimums. We buy S&P 500 Call Options in
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an effort to hedge potential increases to policyholder benefits resulting from increases in the S&P 500 Index to which the product's return is linked. We include the cost of the S&P 500 Call Options in the pricing of these products. Policyholder account balances for these annuities fluctuate in relation to changes in the values of these options. We reflect changes in the estimated market value of these options in net investment income. Option costs that are attributable to benefits provided were $119.0 million, $123.9 million and $96.3 million during 2001, 2000 and 1999, respectively. These costs are reflected in the change in market value of the S&P 500 Call Options included in investment income. Net investment income related to equity-indexed products before this expense was $4.8 million, $12.9 million and $142.3 million in 2001, 2000 and 1999, respectively. Such amounts were substantially offset by the corresponding charge to insurance policy benefits. The estimated fair value of the S&P 500 Call Options was $49.8 million and $30.4 million at December 31, 2001 and 2000, respectively. We classify such instruments as other invested assets. The Company accounts for the options issued to the policyholder for the estimated life of the annuity contract as embedded derivatives as defined by Financial Accounting Standards No. 133, "Accounting for Derivative Instruments and Hedging Activities", as amended by Statement of Financial Accounting Standards No. 137, "Deferral of the Effective Date of FASB Statement No. 133" and Statement of Financial Accounting Standards No. 138, "Accounting for Certain Derivative Instruments and Certain Hedging Activities" (collectively referred to as "SFAS 133"). The Company records the change in the fair values of the embedded derivatives in current earnings as a component of policyholder benefits. The fair value of these derivatives, which are classified as "liabilities for interest-sensitive products" was $491.2 million at December 31, 2001.
On June 29, 2001, we entered into interest rate swap agreements to convert the fixed rate on our senior notes (10.75 percent) to a variable rate based on LIBOR plus 4.75 percent. In accordance with the requirements of SFAS 133, the change in the fair value of the interest rate swap and the gain or loss on the hedged senior notes attributable to the hedged interest rate risk are recorded in current-period earnings. Because the terms of the interest rate swap agreements substantially match the terms of the senior notes, the gain or loss on the swap and the senior notes will generally be equal and offsetting (although the effective interest rate on our debt will be affected).
In early October 2001, we terminated these interest rate swap agreements for cash proceeds of $19.0 million (the value of the terminated swap agreements). No gain was recognized upon the termination of the interest rate swap agreements. Instead, the change in the fair value of the senior notes recorded while the interest rate swaps were outstanding will be amortized as a reduction to interest expense over the remaining life of our senior notes.
In October 2001, we also entered into new interest rate swap agreements to replace the terminated agreements which convert the fixed rate on our 10.75% senior notes to a variable rate based on LIBOR plus 5.7525 percent (currently 7.62 percent). At December 31, 2001, "notes payable-direct corporate obligations" was decreased by $13.5 million to reflect the estimated fair value of such interest rate swap agreements.
If the counterparties for the S&P 500 Call Options or the interest rate swap agreements fail to meet their obligations, Conseco may have to recognize a loss. Conseco limits its exposure to such a loss by diversifying among several counterparties believed to be strong and creditworthy. At December 31, 2001, all of the counterparties were rated "A" or higher by Standard & Poor's Corporation.
In the past, we have used interest-rate swaps to hedge the interest rate risk associated with our borrowed capital. These agreements were terminated during 2000. We realized a net investment loss of $38.6 million (net of an income tax benefit of $20.6 million) related to such terminations during 2000.
The Company entered into a forward sale contract related to a portion of its venture capital investment in TeleCorp. Such contract is carried at market value, with the change in such value being recognized as venture capital income (loss). The value of the derivative fluctuates in value in relation to the TeleCorp common stock it relates to. See "Venture capital investment in TeleCorp" above for additional information.
Multibucket Annuity Product
The Company's multibucket annuity is a fixed annuity product that credits interest based on the experience of a particular market strategy. Policyholders allocate their annuity premium payments to several different market strategies based on different asset classes within the Company's investment portfolio. Interest is credited to this product based on the market
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return of the given strategy, less management fees, and funds may be moved between different strategies. The Company guarantees a minimum return of premium plus approximately 3 percent per annum over the life of the contract. The investments backing the market strategies of these products are designated by the Company as trading securities. The change in the fair value of these securities is included in investment income which is substantially offset by the change in insurance policy benefits for these products.
Revenue Recognition for Sales of Finance Receivables and Amortization of Servicing Rights
Subsequent to September 8, 1999, we are using the portfolio method (the accounting method required for securitizations which are now structured as secured borrowings) to account for securitization transactions. Our securitizations are now structured in a manner that requires them to be accounted for under the portfolio method, whereby the loans and securitization debt remain on our balance sheet pursuant to Financial Accounting Standards Board Statement No. 140, "Accounting for the Transfer and Servicing of Financial Assets and Extinguishments of Liabilities" ("SFAS 140").
For securitizations structured prior to September 8, 1999, we accounted for the transfer of finance receivables as sales. In applying generally accepted accounting principles to our securitized sales, we recognized a gain, representing the difference between the proceeds from the sale (net of related sale costs) and the carrying value of the component of the finance receivable sold. We determined such carrying value by allocating the carrying value of the finance receivables between the portion we sold and the interests we retained (generally interest-only securities, servicing rights and, in some instances, other securities), based on each portion's relative fair values on the date of the sale.
During 1999, the Company sold $9.7 billion of finance receivables in securitizations structured as sales and recognized gains of $550.6 million. The gains recognized were dependent in part on the previous carrying value of the finance receivables included in the securitization transactions, allocated between the assets sold and our retained interests based on their relative fair value at the date of transfer. To obtain fair values, quoted market prices were used if available. However, quotes were generally not available for retained interests, so we estimated the fair values based on the present value of future expected cash flows using our estimates of the key assumptions - credit losses, prepayment speeds, forward yield curves, and discount rates commensurate with the risks involved.
We amortize the servicing rights we retain after the sale of finance receivables, in proportion to, and over the estimated period of, net servicing income.
We evaluate servicing rights for impairment on an ongoing basis, stratified by product type and securitization period. To the extent that the recorded amount exceeds the fair value for any strata, we establish a valuation allowance through a charge to earnings. If we determine, upon subsequent measurement of the fair value of these servicing rights, that the fair value equals or exceeds the amortized cost, any previously recorded valuation allowance would be deemed unnecessary and restored to earnings.
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Fair Values of Financial Instruments
We use the following methods and assumptions to determine the estimated fair values of financial instruments:
Investment securities. For fixed maturity securities (including redeemable preferred stocks) and for equity and trading securities, we use quotes from independent pricing services, where available. For investment securities for which such quotes are not available, we use values obtained from broker-dealer market makers or by discounting expected future cash flows using a current market rate appropriate for the yield, credit quality, and (for fixed maturity securities) the maturity of the investment being priced.
Interest-only securities. We discount future expected cash flows over the expected life of the receivables sold using current estimates of future prepayment, default, loss severity and interest rates. We consider any potential payments related to the guarantees of certain lower rated securities issued by the securitization trusts in the projected cash flows used to determine the value of our interest-only securities.
Venture capital investment in TeleCorp. We carry this investment at estimated fair value based on quoted market prices.
Cash and cash equivalents. The carrying amount for these instruments approximates their estimated fair value.
Mortgage loans and policy loans. We discount future expected cash flows for loans included in our investment portfolio based on interest rates currently being offered for similar loans to borrowers with similar credit ratings. We aggregate loans with similar characteristics in our calculations. The market value of policy loans approximates their carrying value.
Other invested assets. We use quoted market prices, where available. When quotes are not available, we estimate the fair value based on:
(i) discounted future expected cash flows; or (ii) independent transactions which establish a value for our investment. When we are unable to estimate a fair value, we assume a market value equal to carrying value.
Finance receivables. The estimated fair value of finance receivables, including those that have been securitized, is determined based on general market transactions which establish values for similar loans.
Insurance liabilities for interest-sensitive products. We discount future expected cash flows based on interest rates currently being offered for similar contracts with similar maturities.
Liabilities related to certificates of deposit. We estimate the fair value of these liabilities using discounted cash flow analyses based on current crediting rates. Since crediting rates are generally not guaranteed beyond one year, market value approximates carrying value.
Investment borrowings and notes payable. For publicly traded debt, we use current market values. For other notes, we use discounted cash flow analyses based on our current incremental borrowing rates for similar types of borrowing arrangements.
Company-obligated mandatorily redeemable preferred securities of subsidiary trusts. We use quoted market prices.
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Here are the estimated fair values of our financial instruments:

                                                                           2001                           2000
                                                              ----------------------------   -----------------------------
                                                               Carrying            Fair        Carrying            Fair
                                                                Amount             Value        Amount             Value
                                                                ------             -----        ------             -----
                                                                                  (Dollars in millions)

Financial assets:
   Actively managed fixed maturities.......................... $22,347.0        $22,347.0       $21,755.1       $21,755.1
   Interest-only securities...................................     141.7            141.7           432.9           432.9
   Equity securities .........................................     227.0            227.0           248.3           248.3
   Mortgage loans.............................................   1,228.0          1,210.7         1,238.6         1,197.7
   Policy loans...............................................     635.8            635.8           647.2           647.2
   Venture capital investment in TeleCorp.....................     155.3            155.3           258.6           258.6
   Other invested assets......................................     292.4            292.4           436.9           626.9
   Cash and cash equivalents..................................   3,060.8          3,060.8         1,663.6         1,663.6
   Finance receivables (including finance
     receivables-securitized).................................  18,009.2         18,376.7        16,487.8        17,108.7

Financial liabilities:
   Insurance liabilities for interest-sensitive products (1)..  15,787.7         15,787.7        16,123.2        16,123.2
   Liabilities related to certificates of deposit.............   1,790.3          1,790.3         1,873.3         1,873.3
   Investment borrowings......................................   2,242.7          2,242.7           219.8           219.8
   Notes payable and commercial paper:
     Corporate................................................   4,087.6          2,866.1         5,055.0         4,394.9
     Finance..................................................   2,527.9          2,455.2         2,810.9         2,734.0
     Related to securitized finance receivables structured
       as collateralized borrowings...........................  14,484.5         14,774.3        12,100.6        12,323.8
   Company-obligated mandatorily redeemable
     preferred securities of subsidiary trusts................   1,914.5          1,206.5         2,403.9         1,290.3

--------------------

     (1)  The estimated fair value of the liabilities for interest-sensitive
          products was approximately equal to its carrying value at December 31,
          2001 and 2000. This was because interest rates credited on the vast
          majority of account balances approximate current rates paid on similar
          products and because these rates are not generally guaranteed beyond
          one year. We are not required to disclose fair values for insurance
          liabilities, other than those for interest-sensitive products.
          However, we take into consideration the estimated fair values of all
          insurance liabilities in our overall management of interest rate risk.
          We attempt to minimize exposure to changing interest rates by matching
          investment maturities with amounts due under insurance contracts.

Cumulative Effect of Accounting Change
During the third quarter of 2000, the Emerging Issues Task Force of the Financial Accounting Standards Board issued EITF 99-20, a new accounting requirement for the recognition of impairment on interest-only securities and other retained beneficial interests in securitized financial assets.
Under the prior accounting rule, declines in the value of our interest-only securities and other retained beneficial interests in securitized financial assets were recognized in the statement of operations when the present value of estimated cash flows discounted at a risk-free rate using current assumptions was less than the carrying value of the interest-only security.
Under the new accounting rule, declines in value are recognized when:
(i) the fair value of the retained beneficial interests are less than their carrying value; and (ii) the timing and/or amount of cash expected to be received from the retained beneficial interests have changed adversely from the previous valuation which determined the carrying value of the retained beneficial interests. When both occur, the retained beneficial interests are written down to fair value.
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We adopted the new accounting rule on July 1, 2000. The cumulative effect of the accounting change for periods prior to July 1, 2000 was a charge to the statement of operations of $55.3 million (net of an income tax benefit of $29.9 million), or $.17 per diluted share. The cumulative effect of the accounting change includes: (i) $45.5 million (net of an income tax benefit of $24.7 million) related to interest-only securities; and (ii) $9.8 million (net of an income tax benefit of $5.2 million) related to other retained beneficial interests in securitized financial assets held by our insurance segment.
Impairment Charge
During 2001 and 2000, our interest-only securities did not perform as well as anticipated. In addition, our expectations regarding future economic conditions changed. Accordingly, we changed various underlying assumptions (including default, severity, credit loss and discount rate assumptions) related to the future performance of the underlying loans to be consistent with our expectations. As a result, the expected future cash flows (including any potential payments related to the guarantees of certain lower rated securities issued by the securitization trusts) from interest-only securities changed adversely from previous estimates. Pursuant to the requirements of EITF 99-20 (described above under "Cumulative Effect of Accounting Change"), the effect of these changes was reflected immediately in earnings as an impairment charge. In 2001, we recognized an impairment charge of $264.8 million ($171.3 million after the income tax benefit) related to our interest-only securities. We also recognized a $122.1 million ($79.1 million after the income tax benefit) increase in the valuation allowance related to our servicing rights as a result of the changes in assumptions in 2001. In 2000, the effect of the impairment charge and adjustments to the value of our interest-only securities and servicing rights totaled $515.7 million ($324.9 million after the income tax benefit) in addition to the cumulative effect of adopting EITF 99-20 of $70.2 million ($45.5 million after the income tax benefit).
In addition, during 1999 and early 2000, the Company reevaluated its interest-only securities and servicing rights, including the underlying assumptions, in light of loss experience exceeding previous expectations. The principal change in the revised assumptions resulting from this process was an increase in expected future credit losses, relating primarily to reduced assumptions as to future housing price inflation, recent loss experience and refinements to the methodology of the valuation process. The effect of this change was offset somewhat by a revision to the estimation methodology to incorporate the value associated with the cleanup call rights held by the Company in securitizations. We recognized a $554.3 million impairment charge ($349.2 million after tax) in 1999 to reduce the book value of the interest-only securities and servicing rights.
Recently Issued Accounting Standards
The FASB issued Statement of Financial Accounting Standards No. 144, "Accounting for the Impairment of Long-Lived Assets" ("SFAS 144") in August 2001. This standard addresses the measurement and reporting for impairment of all long-lived assets. It also broadens the definition of what may be presented as a discontinued operation in the consolidated statement of operations to include components of a company's business segments. SFAS 144 requires that long-lived assets currently in use be written down to fair value when considered impaired. Long-lived assets to be disposed of are written down to the lower of cost or fair value less the estimated cost to sell. The Company is required to implement this standard beginning January 1, 2002. We do not expect that the adoption of this standard will have a material effect on our financial position or results of operations.
The FASB issued Statement of Financial Accounting Standards No. 141, "Business Combinations", and No. 142, "Goodwill and Other Intangible Assets" in June 2001. Under the new rules, intangible assets with an indefinite life will no longer be amortized in periods subsequent to December 31, 2001, but will be subject to annual impairment tests (or more frequent under certain circumstances), effective January 1, 2002. The Company has determined that all of its goodwill has an indefinite life and is therefore subject to the new rules. Application of the nonamortization provisions is expected to improve our financial results by approximately $110 million (approximately $.29 per share based on diluted shares outstanding for the year ended December 31, 2001, without adjustment for antidilution) in the year ended December 31, 2002.
SFAS 141 requires that all business combinations initiated after June 30, 2001 be accounted for using the purchase method, and prospectively prohibits the use of the pooling-of-interests method. Conseco accounted for its 1998 acquisition of Green Tree Financial Corporation (subsequently renamed "Conseco Finance") using the pooling-of-interests method. The new rules do not permit us to change the method of accounting for previous acquisitions accounted for using the pooling-of-interests method.
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Pursuant to SFAS 142, the goodwill impairment test has two-steps. For Conseco, the first step consists of determining the estimated fair value of the business units comprising our insurance segment (since all of our goodwill relates to the insurance segment, the goodwill impairment test is not relevant to the finance business). The estimated fair value will be compared to the unit's book value. If the estimated fair value exceeds the carrying amount, the test is complete and goodwill is not impaired. If the fair value is less than the carrying value, the second step of the impairment test must be performed. Although SFAS 142 is required to be adopted as of January 1, 2002, the transition provision gives the Company until June 30, 2002 to complete the first step of the initial impairment test. The significant factors used to determine the estimated fair value of our insurance business include analyses of industry market valuation, historical and projected performance of the Company, discounted cash flow analysis and the current market value of our common stock. Conseco expects to complete step 1 prior to the June 30, 2002 deadline. At December 31, 2001, the closing market price of a share of Conseco common stock was $4.46 compared to the book value per common share, excluding accumulated other comprehensive income (loss), of $13.61. Pursuant to the guidance in SFAS 142, quoted market prices in active markets are the best evidence of fair value and shall be used as the basis for measurement, if available. However, the market value of our common stock is only partially based on the value of our insurance segment, and therefore, need not be the sole basis of the determination of the fair value of the insurance segment. Although all of the analyses required to complete step 1 have not yet been completed, Conseco believes that the carrying value of the business units comprising our insurance segment will exceed their estimated fair value and that we will be required to complete the second step, which must be completed by the end of 2002. This step is more complex than the first because it involves the valuation of all assets and liabilities, and then comparison of the business unit's "implied goodwill" with the carrying value of its goodwill. If the carrying value exceeds the implied value in the initial application of this standard, an impairment loss is recognized as a cumulative effect of a change in accounting standard. Subsequent impairments, if any, would be classified as an operating expense.
The Company is currently evaluating the carrying value of goodwill under this standard and expects to be able to meet the transitional time line described above. We expect to record some level of impairment of goodwill in 2002 as a result of adopting this standard; however, the amount of such impairment, which could be material, is unknown at this time and is dependent upon the estimated fair market value of the insurance segment, which is currently in process. If we determine that an impairment charge is necessary based on our initial test, the rules require that we recognize the charge in the first quarter of 2002 (through restatement of first quarter results, if such impairment test is completed subsequent to March 31, 2002, as permitted by the transition provisions of the new rules). Although this standard will increase the Company's results of operations in the future due to the elimination of goodwill amortization from our statement of operations, any impairments would result in a charge calculated as discussed in the preceding paragraphs. In the first quarter of 2002, our bank credit facilities were amended so that any charges taken to write off goodwill to the extent required by SFAS 142 will be excluded from the various financial ratios and covenants we are required to meet or maintain.
The FASB issued SFAS 140, which is a replacement for Statement of Financial Accounting Standards No. 125, "Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities"; and a related implementation guide in September 2000. SFAS 140 and the implementation guide have changed the criteria that must be met for securitization transactions to be recorded under the portfolio method. We did not need to make any significant changes to our securitization structures to meet the new criteria which are effective for securitization transactions completed after March 31, 2001. We first adopted the SFAS 140 requirement for additional disclosures on securitization in our December 31, 2000, consolidated financial statements.
SFAS 133 requires all derivative instruments to be recorded on the balance sheet at estimated fair value. Changes in the fair value of derivative instruments are to be recorded each period either in current earnings or other comprehensive income (loss), depending on whether a derivative is designated as part of a hedge transaction and, if it is, on the type of hedge transaction. We adopted SFAS 133 on January 1, 2001. The initial adoption of the new standard did not have a material impact on the Company's financial position or results of operations and there was no cumulative effect of an accounting change related to its adoption.
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Warrant for Five Percent of the Common Stock of Conseco Finance
As partial consideration for a financing transaction, Conseco Finance issued a warrant which permits the holder to purchase 5 percent of Conseco Finance at a nominal price. The holder of the warrant or Conseco Finance may cause the warrant and any stock issued upon its exercise to be purchased for cash at an appraised value in May 2003. Additionally, until May 2003, the holder has the right (subject to certain terms and conditions) to convert the warrant into convertible preferred stock of Conseco (see note 16). Since the warrant permits cash settlement at fair value at the option of the holder of the warrant, it has been included in other liabilities and is measured at fair value, with changes in its value reported in earnings. The estimated fair value of the warrant at December 31, 2001 was $38.1 million. The estimated value was determined based on discounted cash flow and market multiple valuation techniques. During 2001, we recognized a $10.0 million benefit as a result of the decreased value of the warrant (which was classified as a reduction to special charges - see note 9).
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2. BUSINESS CONDITIONS AND LIQUIDITY CONSIDERATIONS:
We have substantial indebtedness. At December 31, 2001, the par value of our notes payable was $4.1 billion and the par value of Company-obligated mandatorily redeemable preferred securities of subsidiary trusts was $1.9 billion. We have a recent history of net losses. For the year ended December 31, 2001, on a consolidated basis we had a net loss applicable to common stock of $418.7 million and interest expense of $1,609.2 million. For the year ended December 31, 2000, on a consolidated basis, we had a net loss applicable to common stock of $1,202.2 million and interest expense of $1,453.1 million. Our earnings before fixed charges, preferred stock dividends and distributions on Company-obligated mandatorily redeemable preferred securities of subsidiary trusts were inadequate to cover fixed charges by $623.1 million and $1,602.4 million for the years ended December 31, 2001 and 2000, respectively.
We are a holding company with no business operations of our own. We depend on our operating subsidiaries for cash to make principal and interest payments on our debt (including payments to subsidiary trusts to be used for distributions on Company-obligated mandatorily redeemable preferred securities), to pay administrative expenses and income taxes. The cash we receive from our subsidiaries consists of fees for services provided, tax sharing payments, dividends and surplus debenture interest and principal payments. A deterioration in any of our significant subsidiaries' financial condition, earnings or cash flows could limit such subsidiary's ability to pay cash dividends or make other payments to us, which in turn, would limit our ability to meet our debt service requirements and satisfy other parent company financial obligations; we do not anticipate any such deterioration.
The ability of our insurance subsidiaries to pay dividends is subject to state insurance department regulations. These regulations generally permit dividends to be paid from earned surplus of the insurance company for any 12-month period in amounts equal to the greater of (or in a few states, the lesser of): (i) net gain from operations for the prior year; or (ii) 10 percent of surplus as of the end of the preceding year. Any dividends in excess of these levels require the approval of the director or commissioner of the applicable state insurance department. During the first quarter of 2002, we received approval from various insurance regulatory authorities to pay dividends to Conseco of $225.5 million. During the remainder of 2002, we expect to request permission from the regulatory authorities to pay additional extraordinary dividends, substantially all of which are related to planned reinsurance transactions. Such dividends and any other additional dividend payments during 2002 will require the permission of the regulatory authorities.
We have taken a number of actions designed to restructure our debt and increase the efficiency of our business operations. The actions with respect to Conseco Finance include: (i) the sale, closing or runoff of several business units (including asset-based lending, vendor leasing, bankcards, transportation and park construction and floorplan lending); (ii) monetization of certain on-balance sheet financial assets through sales or as collateral for additional borrowings; and (iii) cost savings and restructuring of ongoing businesses such as streamlining of loan origination operations in the manufactured housing and home equity divisions. In early 2002, Conseco Finance announced its decision to reduce the size of its floorplan lending business. The actions with respect to our insurance segment include: (i) the planned sale, reinsurance or other transactions with respect to our variable insurance business; (ii) planned reinsurance transactions of various insurance blocks and sale of our non-core insurance subsidiaries; and (iii) the division of our insurance segment into two operating groups: the first, based in Carmel, Indiana, includes our professional independent producer distribution channel and the other, based in Chicago, Illinois, includes our career agents and direct marketing distribution channels. With respect to all of our business segments, we have initiated actions to improve productivity and quality through our "Process Excellence" program. Through a combination of reduced expenses, revenue enhancement projects and better deployment of capital, the Process Excellence improvements are intended to help us achieve our financial goals. Other planned changes include moving a significant number of jobs to India, where a highly-educated, low-cost, English-speaking labor force is available. We have also completed the sale of certain non-strategic assets, such as our interest in the riverboat casino in Lawrenceburg, Indiana and our subprime auto loan portfolio.
In the first quarter of 2002, we amended the credit agreements related to our $1.5 billion bank credit facility including the changes described below:
(i) Financial covenants in the credit agreements require us to maintain various financial ratios and balances. These requirements were relaxed in the amended agreement. In addition, such agreements were amended so that any charges taken to write off goodwill to the extent required by SFAS 142 will be excluded from the various financial ratios and covenants that we are required to meet or maintain. See note 7 to the consolidated financial statements for further information on such ratios and covenants.
(ii) The manner in which the proceeds from certain asset sales will be used was changed to allow us to make payments on our 2002 obligations prior to making any principal payments under the bank credit agreements. The first $352 million of such proceeds may be retained by the Company and will be available to be used to meet our other debt obligations. The next $313 million will be applied pro rata to the principal payments on the bank credit facility
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and to a segregated cash account to be held as collateral for our guarantee of certain bank loans to current and former directors, officers and key employees (the "D&O loans"). The next $250 million will be divided equally between the Company and to pay pro rata the principal payments on the bank credit facility and the D&O loans. Proceeds in excess of $915 million and all proceeds during the period December 31, 2003 through March 31, 2004, will be divided as follows: (i) 25 percent to be retained by the Company; and (ii) 75 percent to pay pro rata the principal payments on the bank credit facility and the D&O loans.
As further described in note 8 under "litigation", seven holders of our bank debt have challenged the validity of the amendment to the credit agreement that changes provisions related to mandatory prepayments.
The $1.5 billion bank credit facility is due December 31, 2003; however, subject to the absence of any default, the Company may further extend its maturity to March 31, 2005, provided that: (i) Conseco pays an extension fee of 3.5 percent of the amount extended; (ii) cumulative principal payments of at least $200 million have been paid by September 30, 2002 and at least $500 million by September 30, 2003; and (iii) our interest coverage ratio for the four quarters ended September 30, 2003 is greater than or equal to 2.25 to 1.
In the first quarter of 2002, we entered into various transactions with Lehman which are described in note 16. We also entered into a revised agreement governing the movement of cash from Conseco Finance to the parent company. Conseco Finance and Lehman have agreed to amend the agreement such that Conseco Finance must maintain liquidity (i.e., cash and available borrowings, as defined) of at least: (i) $50 million until March 31, 2003; and (ii) $100 million from and after April 1, 2003.
The following summarizes our parent company debt service commitments at December 31, 2001 (excluding the senior subordinated notes and medium term notes of our finance segment) (dollars in millions):

                                                                                        Required       Optional
                                                                                        payments       payments      Total
                                                                                        --------       --------    ---------

     Conseco 8.5% notes due October 2002.........................................         $302          $ -          $302
     Estimated interest payments on parent company debt..........................          310            -           310
     Distributions on Company-obligated mandatorily redeemable preferred .....
       securities of subsidiary trust (a)........................................           42           130          172
     Optional bank credit facility payment to extend its maturity date payable
       September 2002 (b)........................................................          -             193          193
                                                                                          ----          ----         ----
     Total debt service obligations in 2002......................................         $654          $323         $977
                                                                                          ====          ====         ====
-----------------
(a)       Conseco has the right to defer distributions on the preferred
          securities. During the deferral period, distributions continue to
          accumulate on the par amount plus any unpaid distributions at the
          stated distribution rate. We plan to pay distributions of $42.6
          million on April 1, 2002.

(b)       As described elsewhere herein, the 2002 bank credit facility payment
          is optional, but it is one of the requirements to extend the maturity
          date of the facility to March 31, 2005. In addition, the Company would
          be required to make payments pursuant to the credit facility
          agreements based on the proceeds from certain asset sales as described
          above.
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The following is our current plan summarizing the sources of cash which we expect to have to service our parent company debt and certain other obligations (net of amounts required to repay the senior notes and medium term notes of our finance segment due in 2002) during 2002 (dollars in millions):

                                                                           From our
                                                                         operations or
                                                                         transactions       In process
                                                                           completed        or planned
                                                                          and approved     transactions      Total
                                                                          ------------     ------------    ---------
Parent company cash on hand at December 31, 2001......................        $152             $ -         $  152
Insurance and other operations, net of corporate expense..............         300               25           325
Finance operations (net of debt repayments)...........................          50               -             50
Reinsurance and sales of certain insurance business...................         110              270           380
Other non-core asset sales and other..................................          70               23            93
                                                                              ----             ----        ------
Total net cash expected to be available to service our debt...........        $682             $318        $1,000
                                                                              ====             ====        ======

We are continuing to access a variety of different options to meet our 2002 obligations. While we currently believe the plan summarized above includes our best options, we may find other alternatives more appropriate. Therefore, our plan is subject to change.
We completed several transactions summarized in the above plan during the first quarter of 2002. Our insurance subsidiaries received approval from the appropriate insurance departments to pay to Conseco: (i) dividends of $115 million; and (ii) a dividend of $110.5 million primarily related to a reinsurance agreement pursuant to which we are ceding 80 percent of the traditional life business of our subsidiary, Bankers Life & Casualty Company. We have also entered into a reinsurance agreement pursuant to which we are ceding 100 percent of the traditional and interest-sensitive life insurance business of our subsidiary, Conseco Variable Insurance Company. Upon receipt of all regulatory approvals, our insurance subsidiary will receive a ceding commission of $49.5 million. We also entered into an agreement to sell one of our non-core insurance subsidiaries. Upon receipt of regulatory approval, another insurance subsidiary will receive $48.5 million of proceeds from the sale.
Our current plan anticipates that the parent company will receive $50 million from Conseco Finance during 2002. At December 31, 2001, Conseco Finance had $138.7 million par value of senior notes due in June 2002 and $186.0 million par value of medium term notes due in September 2002. In March 2002, Conseco Finance completed a tender offer pursuant to which it purchased $75.8 million par value of its subordinated notes due June 2002. Also during the first quarter of 2002, Conseco Finance announced it was tendering all of its remaining public debt - $167 million due in September 2002 and $4 million due in April 2003. Such offer expires on April 12, 2002. We believe that the cash flows to be generated from Conseco Finance's operations and other transactions will be sufficient to allow them to meet their debt obligations and transfer at least $50 million to the parent company.
We believe that the existing cash available to the parent and the cash flows to be generated from operations and the other transactions summarized above will be sufficient to allow us to meet our debt obligations through 2002. We have taken a number of actions over the past two years to reduce parent company debt and increase the efficiency of our business operations. However, our results for future periods beyond 2002 are subject to numerous uncertainties. Our future debt service requirements (including principal maturities) may exceed cash flows available to the parent from the operations of our subsidiaries. We may not be able to improve or sustain positive cash flows from operations. Our liquidity could be significantly affected if improvements do not occur. Failure to generate sufficient cash flows from operations, asset sales or financing transactions to meet all of our long-term debt service requirements would have a material adverse effect on our liquidity.
We have undertaken additional initiatives in 2002 to extend maturities on our public debt as well as pursue the sale of our investment in the General Motors Building and other assets. These additional initiatives are not considered above. We believe the cash estimated to be available at December 31, 2002, plus cash flows to be generated from operations and from these additional 2002 initiatives will permit us to repay our debt maturities in 2003.
The maturities of the direct debt of the parent company including amounts related to the Company-obligated mandatorily redeemable preferred securities of subsidiary trusts at December 31, 2001, (assuming the Company: (i) does not make the optional debt payments required to extend the maturity date of the $1.5 billion bank credit facility; and (ii) does make the optional debt payments required to extend such maturity date) were as follows (dollars in millions):
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                                                                                       (i)                (ii)
                                                                                    Maturity            Maturity
                                                                                    date not              date
                                                                                    extended            extended
                                                                                    --------            --------
2002............................................................................  $   304.1              $  497.4
2003............................................................................    1,806.8                 613.5
2004............................................................................      812.5                 812.5
2005............................................................................      250.0               1,250.0
2006............................................................................      550.0                 550.0
Thereafter......................................................................    2,330.8               2,330.8
                                                                                   --------              --------

    Total par value at December 31, 2001........................................   $6,054.2              $6,054.2
                                                                                   ========              ========

The table above excludes any amounts related to our guarantees of bank loans totaling $545.4 million as of December 31, 2001, to approximately 155 current and former directors, officers and key employees. Such bank loans are due on December 31, 2003. The funds were used by the participants to purchase approximately 18.0 million shares of our common stock in open market or negotiated transactions with independent parties. Such shares are held by the banks as collateral for the loans. In addition, we have provided loans to participants for interest on the bank loans totaling $143.6 million. We have established a reserve for the exposure we have in connection with such guarantees. At December 31, 2001, our reserve for losses on the loan guarantees and the interest loans totaled $420.0 million based upon the value of the collateral and the creditworthiness of the participants. At December 31, 2001, the guaranteed bank loans and interest loans exceeded the value of the collateral held and the reserve for losses by approximately $180 million. If we are required to pay on the guarantees when the bank loans become due on December 31, 2003, it could have a material adverse impact on our liquidity position.
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3. INVESTMENTS:
At December 31, 2001, the amortized cost and estimated fair value of actively managed fixed maturities and equity securities were as follows:

                                                                                        Gross         Gross      Estimated
                                                                         Amortized   unrealized    unrealized      fair
                                                                           cost         gains        losses        value
                                                                           ----         -----        ------        -----
                                                                                       (Dollars in millions)

Investment grade:
   Corporate securities................................................ $12,827.2      $121.5     $  501.1     $12,447.6
   United States Treasury securities and obligations of
     United States government corporations and agencies................     240.9        11.8          1.0         251.7
   States and political subdivisions...................................     225.7         5.0          2.0         228.7
   Debt securities issued by foreign governments.......................     103.9         3.8           .9         106.8
   Mortgage-backed securities .........................................   7,488.1        82.8         74.3       7,496.6
Below-investment grade (primarily corporate securities)................   2,242.0        15.2        441.6       1,815.6
                                                                        ---------      ------     --------     ---------

     Total actively managed fixed maturities........................... $23,127.8      $240.1     $1,020.9     $22,347.0
                                                                        =========      ======     ========     =========

Equity securities...................................................... $   257.3      $  6.0     $   36.3     $   227.0
                                                                        =========      ======     ========     =========

At December 31, 2000, the amortized cost and estimated fair value of actively managed fixed maturities and equity securities were as follows:

                                                                                        Gross         Gross      Estimated
                                                                         Amortized   unrealized    unrealized      fair
                                                                           cost         gains        losses        value
                                                                           ----         -----        ------        -----
                                                                                         (Dollars in millions)

Investment grade:
   Corporate securities................................................ $13,098.9      $ 72.6     $  715.5     $12,456.0
   United States Treasury securities and obligations of
     United States government corporations and agencies................     303.4        11.4           .5         314.3
   States and political subdivisions...................................     142.9         2.1          2.6         142.4
   Debt securities issued by foreign governments.......................     183.1         1.3          6.6         177.8
   Mortgage-backed securities .........................................   6,794.2        53.5         71.0       6,776.7
Below-investment grade (primarily corporate securities)................   2,407.7         6.2        526.0       1,887.9
                                                                        ---------      ------     --------     ---------

     Total actively managed fixed maturities........................... $22,930.2      $147.1     $1,322.2     $21,755.1
                                                                        =========      ======     ========     =========

Equity securities......................................................    $286.8        $6.2        $44.7        $248.3
                                                                           ======        ====        =====        ======

Accumulated other comprehensive loss is primarily comprised of unrealized losses on actively managed fixed maturity investments. Such amounts, included in shareholders' equity as of December 31, 2001 and 2000, were as follows:

                                                                                                       2001       2000
                                                                                                       ----       ----
                                                                                                    (Dollars in millions)


Unrealized losses on investments.................................................................    $(816.0)  $(1,241.9)
Adjustments to cost of policies purchased and cost of policies produced..........................      133.9       219.7
Deferred income tax benefit......................................................................      249.6       371.4
Other............................................................................................       (6.5)        (.2)
                                                                                                     -------   ---------

       Accumulated other comprehensive loss......................................................    $(439.0)  $  (651.0)
                                                                                                     =======   =========
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The following table sets forth the amortized cost and estimated fair value of actively managed fixed maturities at December 31, 2001, by contractual maturity. Actual maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties. Most of the mortgage-backed securities shown below provide for periodic payments throughout their lives.

                                                                                                                 Estimated
                                                                                                 Amortized         fair
                                                                                                   cost            value
                                                                                                   ----            -----
                                                                                                   (Dollars in millions)

Due in one year or less........................................................................  $   169.7     $   167.1
Due after one year through five years..........................................................    1,290.2       1,286.7
Due after five years through ten years.........................................................    4,789.9       4,694.1
Due after ten years............................................................................    8,606.1       8,139.5
                                                                                                 ---------     ---------

    Subtotal...................................................................................   14,855.9      14,287.4
Mortgage-backed securities (a).................................................................    8,271.9       8,059.6
                                                                                                 ---------     ---------

        Total actively managed fixed maturities ...............................................  $23,127.8     $22,347.0
                                                                                                 =========     =========


--------------------

     (a)  Includes below-investment grade mortgage-backed securities with an
          amortized cost and estimated fair value of $783.8 million and $563.0
          million, respectively.

          Net investment income consisted of the following:

                                                                                          2001         2000         1999
                                                                                          ----         ----         ----
                                                                                               (Dollars in millions)

Insurance and fee-based operations:
    Fixed maturities.................................................................  $1,601.0      $1,647.6    $1,641.0
    Venture capital investment income (loss).........................................     (42.9)       (199.5)      354.8
    Equity securities................................................................      18.5          37.3        85.1
    Mortgage loans...................................................................      97.6         105.1       106.4
    Policy loans.....................................................................      40.5          38.4        44.5
    Equity-indexed products..........................................................    (114.2)       (111.0)       46.0
    Other invested assets............................................................      25.0          93.7        91.5
    Cash and cash equivalents........................................................      63.2          63.4        60.2
    Separate accounts................................................................    (172.2)        246.0       172.8
                                                                                       --------      --------    --------

       Gross investment income.......................................................   1,516.5       1,921.0     2,602.3
Less investment expenses.............................................................      13.7          14.1         8.6
                                                                                       --------      --------    --------

       Net investment income earned by insurance and fee-based operations............   1,502.8       1,906.9     2,593.7

Finance operations:
    Finance receivables and other....................................................   2,240.6       1,906.9       632.6
    Interest-only securities.........................................................      51.5         106.6       185.1
                                                                                       --------      --------    --------

          Net investment income......................................................  $3,794.9      $3,920.4    $3,411.4
                                                                                       ========      ========    ========

The carrying value of fixed maturity investments and mortgage loans not accruing investment income totaled $146.4 million, $98.4 million and $48.3 million at December 31, 2001, 2000 and 1999, respectively.
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Investment losses, net of related investment expenses, were included in revenue as follows:

                                                                                           2001         2000         1999
                                                                                           ----         ----         ----
                                                                                                (Dollars in millions)

Fixed maturities:
    Gross gains........................................................................ $ 312.4     $   89.2      $ 121.1
    Gross losses.......................................................................  (273.6)      (166.9)      (168.4)
    Other than temporary decline in fair value.........................................  (318.3)      (143.6)       (24.1)
                                                                                        -------     --------      -------

         Net investment losses from fixed maturities before expenses...................  (279.5)      (221.3)       (71.4)

Equity securities......................................................................    (1.8)        17.6         10.2
Mortgages..............................................................................    (2.3)        (3.2)         (.8)
Other than temporary decline in fair value of equity securities and
    other invested assets..............................................................   (77.6)       (45.7)        (3.7)
Loss related to termination of interest rate swap agreements...........................     -          (59.2)         -
Other..................................................................................   (10.6)        (2.1)       (20.7)
                                                                                        -------     --------      -------

         Net investment losses before expenses.........................................  (371.8)      (313.9)       (86.4)
Investment expenses....................................................................    41.9         44.4         69.8
                                                                                        -------     --------      -------

         Net investment losses......................................................... $(413.7)     $(358.3)     $(156.2)
                                                                                        =======      =======      =======

Fixed Maturity Investments of Trusts
Conseco holds $537.2 million of fixed maturity investments issued by non-affiliated special purpose entities (the "trusts"). The trusts were established to invest in various assets and issue debt and equity securities as permitted by the trusts' indentures. The accounting policies of the trusts are similar to ours. Conseco and its subsidiaries hold all of the debt issued by the trusts; a nonaffiliated party owns the equity securities. The trusts are not permitted to incur additional debt and do not hold derivative instruments.
At December 31, 2001, the carrying value of the investments on the trusts' books approximates the value of the fixed maturity investments held by Conseco's subsidiaries. Approximately 25 percent of the trusts' investments are held in zero-coupon government bonds, 33 percent are held in other fixed maturity investments, 21 percent are held in various limited partnership investments, 11 percent are held in the common stock of TeleCorp, 7 percent are held in mortgage loans and 3 percent are held in other investments.
Investment in General Motors Building
At December 31, 2001, Conseco holds $289.1 million of investments related to a 50 story office building in New York City known as the General Motors Building. Such investments are primarily held in our fixed maturity investment portfolio. In January 2002, Conseco exercised its right to purchase the interest of the other investor in the building, who may counter Conseco's offer and purchase Conseco's interest at an amount that would exceed the current carrying value.
Pursuant to generally accepted accounting principles, Conseco's future earnings on these investments are limited to amounts which are based on the actual earnings related to the operation of the building (including adjustments to reflect Conseco's actual cost basis). These earnings are not expected to be material in 2002; accordingly, our income from these investments will be less than the stated return on the investment of 12.7 percent.
The other investor in the building has filed a lawsuit against Conseco which is described in note 8.
Mortgage Loans
At December 31, 2001, the mortgage loan balance was primarily comprised of commercial loans. Properties in Florida, New York, Ohio and Pennsylvania each represent 7 percent of the mortgage loan balance. In addition, properties located in Texas, Massachusetts, California and Maine each represent 5 percent of the mortgage loan balance. No other state
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comprised greater than 4 percent of the mortgage loan balance. Less than 1 percent of the mortgage loan balance was noncurrent at December 31, 2001. Our allowance for loss on mortgage loans was $3.8 million at both December 31, 2001 and 2000, respectively.
Other Investment Disclosures
Life insurance companies are required to maintain certain investments on deposit with state regulatory authorities. Such assets had an aggregate carrying value of $186.4 million at December 31, 2001.
Conseco had no investments in any single entity in excess of 10 percent of shareholders' equity at December 31, 2001, other than investments issued or guaranteed by the United States government or a United States government agency.
4. FINANCE RECEIVABLES AND RETAINED INTERESTS IN SECURITIZATION TRUSTS:
Subsequent to September 8, 1999, we are using the portfolio method to account for securitization transactions. Our securitizations are now structured in a manner that requires them to be accounted for under the portfolio method, whereby the loans and securitization debt remain on our balance sheet, rather than as sales, pursuant to SFAS 140.
We classify the finance receivables transferred to the securitization trusts and held as collateral for the notes issued to investors as "finance receivables-securitized". The average interest rate on these receivables was 12.5 percent and 12.2 percent at December 31, 2001 and 2000, respectively. We classify the notes issued to investors in the securitization trusts as "notes payable related to securitized finance receivables structured as collateralized borrowings".
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The following table summarizes our finance receivables - securitized by business line and categorized as either: (i) a part of our continuing lines; or (ii) a part of the business units we have decided to sell, close or runoff (the "discontinued lines"):

                                                                                                December 31,
                                                                                           ---------------------
                                                                                           2001             2000
                                                                                           ----             ----
                                                                                           (Dollars in millions)

Continuing lines:
   Manufactured housing...............................................................   $ 6,940.4        $ 5,602.1
   Mortgage services..................................................................     5,658.2          5,126.0
   Retail credit......................................................................       878.9            653.8
   Consumer finance - closed-end......................................................       580.8            247.3
   Floorplan (a)......................................................................       436.9            637.0
                                                                                         ---------        ---------

                                                                                          14,495.2         12,266.2
   Less allowance for credit losses...................................................       296.7            167.9
                                                                                         ---------        ---------

     Net finance receivables - securitized for continuing lines.......................    14,198.5         12,098.3
                                                                                         ---------        ---------

Discontinued lines....................................................................          -             531.0
   Less allowance for credit losses...................................................          -               6.5
                                                                                         ---------        ---------

     Net finance receivables - securitized for discontinued lines.....................          -             524.5
                                                                                         ---------        ---------

     Total finance receivables - securitized..........................................   $14,198.5        $12,622.8
                                                                                         =========        =========

------------------

(a) We have recently decided to reduce the size of our floorplan lending business.

The following table summarizes our other finance receivables by business line and categorized as either: (i) a part of our continuing lines; or
(ii) a part of our discontinued lines:

                                                                                                December 31,
                                                                                           -----------------------
                                                                                           2001             2000
                                                                                           ----             ----
                                                                                           (Dollars in millions)

Continuing lines:
   Manufactured housing...............................................................  $  609.3          $  263.0
   Mortgage services..................................................................   1,128.9           1,373.1
   Retail credit......................................................................   1,811.1           1,110.1
   Consumer finance closed-end........................................................       6.3             575.1
                                                                                        --------          --------

                                                                                         3,555.6           3,321.3
   Less allowance for credit losses...................................................     111.6              98.3
                                                                                        --------          --------

     Net other finance receivables for continuing lines...............................   3,444.0           3,223.0
                                                                                        --------          --------

Discontinued lines....................................................................     379.7             676.1
   Less allowance for credit losses...................................................      13.0              34.1
                                                                                        --------          --------

     Net other finance receivables for discontinued lines.............................     366.7             642.0
                                                                                        --------          --------

     Total other finance receivables..................................................  $3,810.7          $3,865.0
                                                                                        ========          ========
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The changes in the allowance for credit losses included in finance receivables were as follows:

                                                                                   2001          2000         1999
                                                                                   ----          ----         ----
                                                                                         (Dollars in millions)


Allowance for credit losses, beginning of year..................................   $306.8        $ 88.4       $ 43.0
Additions to the allowance:
   Provision for losses.........................................................    563.6         354.2        128.7
   Provision for losses related to discontinued lines (included in
     special charges - see note 9)..............................................       -           45.9           -
   Provision for losses related to regulatory changes related to our bank
     subsidiary (included in special charges - see note 9)......................       -           48.0           -
   Change in allowance due to purchases and sales of certain
     finance receivables........................................................      (.1)         24.7           -
Credit losses...................................................................   (449.0)       (254.4)       (83.3)
                                                                                   ------        ------       ------

Allowance for credit losses, end of year........................................   $421.3        $306.8       $ 88.4
                                                                                   ======        ======       ======

The securitizations structured prior to September 8, 1999, met the applicable criteria to be accounted for as sales. At the time the loans were securitized and sold, we recognized a gain and recorded our retained interest represented by the interest-only security. The interest-only security represents the right to receive, over the life of the pool of receivables: (i) the excess of the principal and interest received on the receivables transferred to the special purpose entity over the principal and interest paid to the holders of other interests in the securitization; and (ii) contractual servicing fees. In some of those securitizations, we also retained certain lower-rated securities that are senior in payment priority to the interest-only securities. Such retained securities (classified as actively managed fixed maturity securities) had a par value, fair value and amortized cost of $753.5 million, $528.5 million and $704.9 million, respectively, at December 31, 2001, and had a par value, fair value and amortized cost of $769.8 million, $494.6 million and $716.8 million, respectively, at December 31, 2000.
We completed various loan sale transactions in 2001 and 2000. During 2001, we sold $1.6 billion of finance receivables which included: (i) our $802.3 million vendor services loan portfolio (which was marked-to-market in the fourth quarter of 2000 and no additional gain or loss was recognized in 2001); (ii) $568.4 million of high-loan-to-value mortgage loans; and (iii) $269.0 million of other loans. These sales resulted in net gains of $26.9 million. The Company entered into a servicing agreement on the high-loan-to-value mortgage loans sold. Pursuant to the servicing agreement, the servicing fees payable to the Company are senior to all other payments of the trust which purchased the loans. The Company also holds a residual interest in certain other cash flows of the trust. In the future, the Company will sell this interest, if it can be sold at a reasonable price. The Company did not provide any guarantees with respect to the performance of the loans sold. In 2000, we sold approximately $147.1 million of finance receivables in whole-loan sales resulting in net gains of $7.5 million.
During 1999, the Company sold $9.7 billion of finance receivables in securitizations structured as sales and recognized gains of $550.6 million. During 2001 and 2000, we recognized no gain on sale related to securitized transactions.
The interest-only securities on our balance sheet represent an allocated portion of the cost basis of the finance receivables in the securitization transactions accounted for as sales related to transactions structured prior to September 8, 1999. Our interest-only securities and other retained interests in those securitization transactions are subordinate to the interests of other investors. Their values are subject to credit, prepayment, and interest rate risk on the securitized finance receivables. We determine the appropriate discount rate to value these securities based on our estimates of current market rates of interest for securities with similar yield, credit quality and maturity characteristics. We include the difference between estimated fair value and the amortized cost of the interest-only securities (after adjustments for impairments required to be recognized in earnings) in "accumulated other comprehensive loss, net of taxes."
As described in note 1 under the caption entitled "Impairment Charge", the Company adopted the requirements of EITF 99-20 effective July 1, 2000. During 2001 and 2000, our interest-only securities did not perform as well as anticipated. As a
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result, we changed various underlying assumptions (including default, severity, credit loss and discount rate assumptions) which are used to determine the value of the interest-only securities. These changes were made as a result of: (i) the adverse default and loss trends that were experienced; and (ii) our expectations regarding future economic conditions. As a result of these changes, the cash flows from interest-only securities changed adversely from previous estimates. Pursuant to the requirements of EITF 99-20, the effect of these changes were reflected immediately in earnings as an impairment charge. The effect of the impairment charge and adjustments to the value of our interest-only securities and servicing rights totaled $386.9 million ($250.4 million after the income tax benefit) for 2001 and $515.7 million ($324.9 million after the income tax benefit) for 2000 (in addition to the cumulative effect of adopting EITF 99-20 of $70.2 million ($45.5 million after the income tax benefit)).
Increases in the estimated fair value of our interest-only securities which result from favorable changes in the expected timing and/or amount of cash flows from our previous valuation estimates are recognized as adjustments to shareholders' equity, which are recognized as a yield adjustment in income over the life of the interest-only security. Such favorable changes resulted in increases in unrealized appreciation of $8.7 million and $12.9 million during 2001 and 2000, respectively.
The following table summarizes certain cash flows received from and paid to the securitization trusts during 2001 and 2000 (dollars in millions):

                                                                                          2001                    2000
                                                                                    ----------------       -----------------

Servicing fees received.........................................................       $    71.7               $   123.8
Cash flows from interest-only securities, net...................................            14.3                   187.6
Cash flows from retained bonds..................................................            82.8                    69.9
Servicing advances paid.........................................................          (677.0)               (1,056.1)
Repayment of servicing advances.................................................           665.2                 1,063.5

We have projected that the adverse loss experience in 2001 will continue into 2002 and then improve over time. As a result of these assumptions, we project that payments related to guarantees issued in conjunction with the sales of certain finance receivables will exceed the gross cash flows from the interest-only securities by approximately $90 million in 2002 and $60 million in 2003. We project the gross cash flows from the interest-only securities to exceed the payments related to guarantees issued in conjunction with the sales of certain finance receivables by approximately $5 million in 2004 and $15 million in 2005 and by approximately $580 million in all years thereafter. These projected payments are considered in the projected cash flows we use to value our interest-only securities. See note 8 for additional information about the guarantees.
Effective September 30, 2001, we transferred substantially all of our interest-only securities into a trust. No gain or loss was recognized upon such transfer. In return, we received a trust security representing an interest in the trust equal to 85 percent of the estimated future cash flows of the interest-only securities held in the trust. Lehman Brothers, Inc. and affiliates (collectively "Lehman") purchased the remaining 15 percent interest. The value of the interest purchased was $55.2 million at December 31, 2001. The Company continues to be the servicer of the finance receivables underlying the interest-only securities transferred to the trust. Lehman has the ability to accelerate the principal payments related to their interest after a stated period. Until such time, Lehman is required to maintain a 15 percent interest in the estimated future cash flows of the trust. By aggregating the interest-only securities into one structure, the impairment test for these securities will be conducted on a single set of cash flows representing the Company's 85 percent interest in the trust. Accordingly, adverse changes in cash flows from one interest-only security may be offset by positive changes in another. The new structure will not avoid an impairment charge if sufficient positive cash flows in the aggregate are not available. Further, increases in cash flows above the adverse cash flows cannot be recognized in earnings.
At December 31, 2001, key economic assumptions used to determine the estimated fair value of our retained interests in securitizations and the sensitivity of the current fair value of residual cash flows to immediate 10 percent and 20 percent changes in those assumptions are as follows:
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                                                                            Home equity/                 Interest    Interest
                                                             Manufactured       home           Consumer/  held by    held by
                                                                housing      improvement       equipment  others      Conseco
                                                                -------     ------------       ---------  ------      -------
                                                                                    (Dollars in millions)

Carrying amount/fair value of retained interests:

     Interest-only securities...............................     $ 32.3       $155.8           $ 8.8     ($55.2)      $141.7
     Servicing assets (liabilities).........................      (22.2)         6.4            (1.9)       -          (17.7)
     Bonds..................................................      274.8        233.7            20.0        -          528.5
                                                                  -----       ------           -----     ------       ------

         Total retained interests...........................     $284.9       $395.9           $26.9     ($55.2)      $652.5
                                                                 ======       ======           =====     ======       ======

Cumulative principal balance of sold finance
     receivables............................................  $17,732.2     $4,947.4        $1,210.1               $23,889.7
Weighted average life in years..............................        7.0          3.9             2.6                     6.2
Weighted average stated customer interest rate
     on sold finance receivables............................        9.8%        12.0%           10.6%                   10.3%
Assumptions to determine estimated fair value
     and impact of favorable and adverse changes:

Expected prepayment speed as a percentage
     of principal balance of sold finance receivables (a)...        7.1%        17.4%           18.8%                    9.8%

     Impact on fair value of 10 percent favorable change....      $10.9        $15.6             $.8                   $27.3

     Impact on fair value of 20 percent favorable change....       20.5         34.8             1.7                    57.0

     Impact on fair value of 10 percent adverse change......       (5.7)       (15.0)            (.6)                  (21.3)

     Impact on fair value of 20 percent adverse change......      (12.7)       (23.6)           (1.2)                  (37.5)

Expected future nondiscounted credit losses as a
     percentage of principal of related finance
     receivables (a)........................................       11.7%         7.4%            6.1%                   10.6%

     Impact on fair value of 10 percent favorable change....     $131.2        $30.3            $5.5                  $167.0

     Impact on fair value of 20 percent favorable change....      230.4         73.2            11.1                   314.7

     Impact on fair value of 10 percent adverse change......     (122.5)       (14.9)           (4.1)                 (141.5)

     Impact on fair value of 20 percent adverse change......     (239.5)       (29.2)           (8.3)                 (277.0)

Residual cash flow discount rate (annual)...................       16.0%        16.0%           16.0%                   16.0%

     Impact on fair value of 10 percent favorable change....      $37.6        $28.1            $1.7                   $67.4

     Impact on fair value of 20 percent favorable change....       81.7         59.7             3.4                   144.8

     Impact on fair value of 10 percent adverse change......      (29.6)       (24.5)           (1.5)                  (55.6)

     Impact on fair value of 20 percent adverse change......      (55.4)       (46.2)           (3.5)                 (105.1)
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     (a)  The valuation of interest-only securities is affected not only by the
          projected level of prepayments of principal and net credit losses, but
          also by the projected timing of such prepayments and net credit
          losses. Should such timing differ materially from our projections, it
          could have a material effect on the valuation of our interest-only
          securities. Additionally, such valuation is determined by discounting
          cash flows over the entire expected life of the receivables sold.

These sensitivities are hypothetical and should be used with caution. As the figures indicate, changes in fair value based on a 10 percent variation in assumptions generally cannot be extrapolated because the relationship of the change in assumption to the change in fair value may not be linear. Also, in this table, the effect of a variation in a particular assumption on the fair value of the retained interest is calculated without changing any other assumption; in reality, changes in one factor may result in changes in another (for example, increases in market interest rates may result in lower prepayments and increased credit losses), which might magnify or counteract the sensitivities.
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The following table summarizes quantitative information about delinquencies, net credit losses, and components of managed finance receivables:

                                                                            Principal balance
                                                                             60 days or more             Net credit
                                                   Principal balance            past due                   losses
                                                -----------------------  ----------------------            ------
                                                                                                     for the year ended
                                                                at December 31,                          December 31,
                                           --------------------------------------------------------   -----------------
                                                2001           2000           2001        2000        2001         2000
                                                ----           ----           ----        ----        ----         ----
                                                                            (Dollars in millions)

Type of finance receivables

Manufactured housing......................   $25,575.1       $26,314.4       $610.5      $569.3    $  555.5       $413.9
Home equity/home improvement..............    11,851.4        13,307.0        139.9       120.5       244.4        154.6
Consumer..................................     4,198.8         3,887.4        112.6        76.4       225.5        181.0
Commercial................................     1,377.0         3,077.1         16.2        35.2        38.3         95.5
                                             ---------       ---------       ------      ------    --------       ------

Total managed receivables.................    43,002.3        46,585.9        879.2       801.4     1,063.7        845.0

Less finance receivables securitized......    24,297.3        29,636.0        464.9       536.6       614.7        590.6
                                             ---------       ---------       ------      ------    --------       ------

Finance receivables held on balance sheet
   before allowance for credit losses and
   deferred points and other, net.........    18,705.0        16,949.9       $414.3      $264.8    $  449.0       $254.4
                                                                             ======      ======    ========       ======

Less allowance for credit losses..........       421.3           306.8

Less deferred points and other, net.......       274.5           155.3
                                             ---------       ---------

Finance receivables held on
   balance sheet..........................   $18,009.2       $16,487.8
                                             =========       =========

Activity in the interest-only securities account during 2001, 2000 and 1999 is as follows:

                                                                                        2001         2000        1999
                                                                                        ----         ----        ----
                                                                                             (Dollars in millions)


Balance, beginning of year...........................................................  $432.9     $ 905.0      $1,305.4
   Additions resulting from securitizations during the year..........................      -           -          393.9
   Additions resulting from clean-up calls (a).......................................    45.3       100.3            -
   Investment income.................................................................    51.5       106.6         185.1
   Cash paid (received):
     Gross cash received.............................................................   (89.2)     (210.8)       (442.6)
     Guarantee payments related to bonds held by others..............................    32.7        22.3            -
     Guarantee payments related to retained bonds (included in actively
       managed fixed maturities).....................................................    42.2          .9            -
   Impairment charge to reduce carrying value........................................  (264.8)     (434.1)       (533.8)
   Sale of securities related to a discontinued line.................................   (12.4)         -             -
   Interest purchased by Lehman in conjunction with securitization transaction.......   (55.2)         -             -
   Transfer to servicing rights in conjunction with securitization transaction.......   (50.0)         -             -
   Cumulative effect of change in accounting principle...............................     -         (70.2)           -
   Change in unrealized appreciation (depreciation) recorded in shareholders' equity.     8.7        12.9          (3.0)
                                                                                       ------     -------      --------

Balance, end of year.................................................................  $141.7     $ 432.9      $  905.0
                                                                                       ======     =======      ========
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     (a)  During 2001 and 2000, clean-up calls were exercised for certain
          securitizations that were previously recognized as sales. The
          interest-only securities related to these securitizations had
          previously been separately securitized with other interest-only
          securities in transactions recognized as sales. The repurchase of the
          collateral underlying these securitizations triggered a requirement
          for the Company to repurchase a portion of the interest-only
          securities and to deposit into the securitization trust additional
          cash in excess of the collateral amount.
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5. LIABILITIES FOR INSURANCE AND ASSET ACCUMULATION PRODUCTS:
These liabilities consisted of the following:

                                                                                    Interest
                                                         Withdrawal    Mortality      rate
                                                         assumption   assumption   assumption      2001            2000
                                                         ----------   ----------   ----------      ----            ----
                                                                                                   (Dollars in millions)

   Future policy benefits:
     Interest-sensitive products:
       Investment contracts............................      N/A          N/A          (c)      $11,117.1      $11,502.9
       Universal life-type contracts...................      N/A          N/A          N/A        4,670.6      ---------

         Total interest-sensitive products.............                                          15,787.7       16,123.2
                                                                                                ---------      ---------
     Traditional products:
       Traditional life insurance contracts............    Company        (a)          6%         2,091.5        2,082.4
                                                         experience

       Limited-payment contracts.......................    Company        (b)          7%           869.9          877.2
                                                         experience,
                                                        if applicable

       Individual and group accident and health .......    Company     Company         6%         5,211.4        4,915.5
                                                                                                ---------      ---------
                                                         experience   experience

         Total traditional products....................                                           8,172.8        7,875.1
                                                                                                ---------      ---------

   Claims payable and other policyholder funds ........      N/A          N/A          N/A        1,005.5        1,026.1
   Liabilities related to separate accounts and
     investment trust..................................      N/A          N/A          N/A        2,376.3        2,610.1
   Liabilities related to certificates of deposit......      N/A          N/A          N/A        1,790.3        1,873.3
                                                                                                ---------      ---------

       Total...........................................                                         $29,132.6      $29,507.8
                                                                                                =========      =========


--------------------

(a)  Principally, modifications of the 1965 - 70 and 1975 - 80 Basic, Select and
     Ultimate Tables.

(b)  Principally, the 1984 United States Population Table and the NAIC 1983
     Individual Annuitant Mortality Table.

(c)  In both 2001 and 2000: (i) approximately 96 percent of this liability
     represented account balances where future benefits are not guaranteed; and
     (ii) approximately 4 percent represented the present value of guaranteed
     future benefits determined using an average interest rate of approximately
     6 percent.
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6. INCOME TAXES:
Our income tax expense includes deferred income taxes arising from temporary differences between the financial reporting and tax bases of assets and liabilities and net operating loss carryforwards. These amounts are reflected in the balance of our income tax assets which totaled $678.1 million at December 31, 2001. In assessing the realization of our deferred income tax assets, we consider whether it is more likely than not that the deferred income tax assets will be realized. The ultimate realization of our deferred income tax assets depends upon generating future taxable income during the periods in which our temporary differences become deductible and before our net operating loss carryforwards expire. We evaluate the realizability of our deferred income tax assets by assessing the need for a valuation allowance on a quarterly basis. If we determine that it is more likely than not that our deferred income tax assets will not be recovered, a valuation allowance will be established against some or all of our deferred income tax assets. This could have a significant effect on our future results of operations and financial position. The components of the Company's income tax assets and liabilities were as follows:

                                                                                                 2001          2000
                                                                                                 ----          ----
                                                                                               (Dollars in millions)


Deferred tax assets:
    Net operating loss carryforwards..................................................        $   411.7     $  393.2
    Deductible timing differences:
       Actively managed fixed maturities..............................................            124.9         70.3
       Interest-only securities.......................................................              -           32.2
       Insurance liabilities..........................................................            827.5      1,031.8
       Allowance for loan losses......................................................            148.2        116.6
       Reserve for loss on loan guarantees............................................            147.0         87.6
       Unrealized depreciation........................................................            247.1        371.4
                                                                                              ---------     --------

         Total deferred tax assets....................................................          1,906.4      2,103.1
                                                                                              ---------     --------

Deferred tax liabilities:
       Venture capital income (loss)..................................................            (36.7)       (67.9)
       Interest-only securities.......................................................            (75.2)         -
       Cost of policies purchased and cost of policies produced.......................         (1,075.6)    (1,128.0)
       Other..........................................................................            (56.2)      (293.6)
                                                                                              ---------     --------

         Total deferred tax liabilities...............................................         (1,243.7)    (1,489.5)
                                                                                              ---------     --------

Current income taxes prepaid..........................................................             15.4         33.6
                                                                                              ---------     --------

         Net income tax assets........................................................        $   678.1     $  647.2
                                                                                              =========     ========

At December 31, 2001, Conseco had federal income tax loss carryforwards of $1,176.3 million available (subject to various statutory restrictions) for use on future tax returns. These carryforwards will expire as follows: $2.4 million in 2003; $11.2 million in 2004; $4.9 million in 2005; $.7 million in 2006; $7.9 million in 2007; $7.5 million in 2008; $10.5 million in 2009; $4.6 million in 2010; $5.7 million in 2011; $10.1 million in 2012; $43.9 million in 2013; $6.9 million in 2014; $144.7 million in 2016; $24.0 million in 2017; $242.0 million in 2018; $159.1 million in 2019; and $490.2 million in 2020.
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Income tax expense (benefit) was as follows:

                                                                                               2001       2000       1999
                                                                                               ----       ----       ----
                                                                                                  (Dollars in millions)


Current tax provision.....................................................................   $ 136.8    $  70.9     $270.3
Deferred tax provision (benefit)..........................................................    (252.6)    (447.1)     152.8
                                                                                             -------    -------     ------

         Income tax expense (benefit).....................................................   $(115.8)   $(376.2)    $423.1
                                                                                             =======    =======     ======

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

                                                                                                2001       2000       1999
                                                                                                ----       ----       ----


U.S. statutory corporate rate.............................................................     (35.0)%     (35.0)%    35.0%
Nondeductible goodwill amortization.......................................................      10.0         2.9       3.3
Other nondeductible expenses..............................................................       (.5)        2.2        -
State taxes...............................................................................       2.1          .4        .9
Settlement of tax issues..................................................................        -           -       (2.6)
Provision for tax issues and other........................................................      (4.2)        1.9        .2
                                                                                               -----       -----      ----

         Effective tax rate...............................................................     (27.6)%     (27.6)%    36.8%
                                                                                               =====       =====      ====

No valuation allowance has been provided on our deferred income tax assets at December 31, 2001, as we believe it is more likely than not that all such assets will be realized. We reached this conclusion after considering the availability of taxable income in prior carryback years, tax planning strategies, and the likelihood of future taxable income exclusive of reversing temporary differences and carryforwards. Differences between forecasted and actual future operating results could adversely impact our ability to realize our deferred income tax assets.
To utilize all of our net operating loss carryforwards before expiration, we would need to generate minimum taxable income by group of:
o $201.4 million before 2016 in our insurance subsidiaries;
o $142.8 million before 2018 in certain of our acquired companies; and
o $832.1 million before 2020 in our finance subsidiaries, certain insurance subsidiaries and corporate operations.
In recent years, we have had losses before income taxes for financial reporting purposes. However, we believe that existing levels of income from our continuing operations coupled with changes in our operations that either have taken place or will take place are sufficient to generate the minimum amounts of taxable income set forth above to utilize our net operating loss carryforwards before they expire. Such changes are: (i) reduction in interest expense related to corporate obligations; (ii) various cost saving initiatives; (iii) transfer of certain customer service and backroom operations to our India subsidiary;
(iv) the discontinuation of certain unprofitable businesses, major medical insurance; and (v) other changes in an effort to increase the efficiency of our business operations.
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The following chart reconciles our income (loss) before taxes for financial statement purposes to our taxable income (loss) for income tax purposes:

                                                                 2001          2000        1999
                                                                 ----          ----        ----
                                                                     (Dollars in millions)

Income (loss) before income taxes, minority interest,
    extraordinary gain (loss) and cumulative effect of
    accounting change........................................  $(419.4)    $(1,361.8)    $1,150.9
Adjustments to determine taxable income:
    Net investment income - finance segment assets...........    (37.2)         81.0        257.5
    Venture capital income related to investment
       in TeleCorp PCS, Inc..................................     42.9         199.5       (354.8)
    Gain on sale of finance receivables......................       -             -        (550.6)
    Provision for losses.....................................    284.2         331.3         64.3
    Amortization.............................................    109.6         105.7         96.9
    Special charges..........................................       -          256.9           -
    Impairment charges.......................................    386.9         515.7        554.3
    Distributions on Company-obligated mandatorily
       redeemable preferred securities of subsidiary trusts..   (183.8)       (223.5)      (204.3)
    Extraordinary gain (loss) on extinguishment of debt......     26.5          (7.7)          -
    Cumulative effect of accounting change...................       -           85.1           -
    Tax benefit related to issuance of shares under stock
       option plans..........................................    (68.0)        (18.9)       (71.4)
    Net operations loss deduction............................    (89.9)           -        (489.8)
    Other....................................................    113.6          74.3         43.6
                                                               -------     ---------     --------

       Taxable income for income tax purposes................  $ 165.4     $    37.6     $  496.6
                                                               =======     =========     ========

Based on our projections of future taxable income, we expect to utilize the largest portion of our net operating loss carryforwards relating to our non-life insurance companies of $832.1 million over the next four to five years. Approximately, 90 percent of our net operating loss carryforwards do not begin to expire until 2016. Finally, based on our projections of future financial reporting income and assuming that our deferred income tax assets and liabilities reverse to the extent of future projected financial reporting income, we expect to utilize all of our net deferred income tax assets of $662.7 million over the next four or five years.
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7. NOTES PAYABLE:
Direct Corporate Obligations
Notes payable, representing direct corporate obligations at December 31, 2001 and 2000, were as follows (interest rates as of December 31, 2001):

                                                                                  2001             2000
                                                                                  ----             ----
                                                                                  (Dollars in millions)


$1.5 billion bank credit facility (5.32%)....................................  $1,493.3           $1,500.0
Other bank credit facilities.................................................        -               551.2
7.6% senior notes due 2001...................................................        -               118.9
6.4% Mandatory Par Put Remarketed Securities.................................        -               550.0
8.5% notes due 2002..........................................................     302.3              450.0
6.4% notes due 2003..........................................................     250.0              250.0
8.75% notes due 2004.........................................................     788.0              788.0
6.8% senior notes due 2005...................................................     250.0              250.0
9.0% notes due 2006..........................................................     550.0              550.0
10.75% senior notes due 2008.................................................     400.0                -
Other........................................................................      90.6               92.1
                                                                               --------           --------

     Total principal amount..................................................   4,124.2            5,100.2
Unamortized net discount related to issuance of notes payable................     (42.1)             (45.2)
Mark-to-market adjustment related to hedging transactions (as described in
   note 1 under the caption "Accounting for Derivatives")....................       5.5                -
                                                                               --------           --------

     Direct corporate obligations............................................  $4,087.6           $5,055.0
                                                                               ========           ========

On June 29, 2001, the Company completed the public offering of $400.0 million of senior notes with a stated rate of 10.75 percent (the "10.75% Notes") due June 15, 2008. We entered into interest rate swap agreements to convert the fixed rate on these notes to a weighted average variable rate based on LIBOR plus approximately 5.75 percent (currently 7.62 percent). The indenture for the 10.75% Notes limits our ability to, among other things (all as described in the indenture): (i) incur additional debt and issue preferred stock; (ii) make loans and investments; (iii) pay dividends; (iv) create additional loans on our assets; (v) engage in transactions with our affiliates; (vi) consolidate, merge or transfer all or substantially all our assets; or (vii) change lines of business. Most of the foregoing restrictions will expire if the 10.75% Notes have been rated as investment grade securities by either S & P or Moody's. The 10.75% Notes are unsecured and rank equally with all other unsecured senior indebtedness of Conseco. Proceeds from the offering of approximately $385.9 million (after underwriting discounts and estimated offering expenses) were used to reduce amounts outstanding under our credit facilities. As a result, we recognized an extraordinary charge of $.4 million (net of an income tax benefit of $.2 million) in 2001.
Effective March 20, 2002, Conseco reached agreement with the participating banks in our bank credit facility to modify certain terms and conditions within the $1.5 billion bank agreement (referred to herein as "the amended credit facility"). The most significant changes in the amended credit facility include (i) a change in financial covenant requirements; (ii) a change in the distribution of proceeds on asset sales; (iii) a reduction in the minimum liquidity requirement at the holding company necessary to pay trust preferred dividends; and (iv) a provision permitting the Company to exchange up to $2.54 billion aggregate principal amount of newly issued notes guaranteed by our wholly owned subsidiary, CIHC, Incorporated. The new notes will be structurally senior to the existing notes, but subordinated to the CIHC guarantee of the bank credit facility.
The amended credit facility is due December 31, 2003; however, subject to the absence of any default, we may further extend its maturity to March 31, 2005, provided that: (i) we pay an extension fee of 3.5 percent of the amount extended; (ii) cumulative principal payments of at least $200 million have been paid by September 30, 2002 and at least $500 million by September 30, 2003; and
(iii) the interest coverage ratio for the four quarters ended
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September 30, 2003 shall be greater than or equal to 2.25:1.0.
Pursuant to our amended credit facility, we have agreed that any amounts received from asset sales (including our TeleCorp investment) occurring after March 20, 2002 (with certain exceptions), would be applied: (a) 100 percent up to $352 million to be retained by Conseco; (b) 100 percent of the next $313 million to repay the $1.5 billion bank credit facility and to fund a segregated cash account to provide collateral for Conseco's guarantee related to the directors, officers and key employee stock purchase program (based on the relative balance due under each facility); (c) of the next $250 million received on or before December 31, 2003, 50 percent would be retained by Conseco and 50 percent would be used to repay the $1.5 billion bank credit facility and to fund a segregated cash account to provide collateral for Conseco's guarantee related to the directors, officers and key employee stock purchase program (based on the relative balance due under each facility); (d) proceeds that either exceed $915 million or are received after December 31, 2003 and prior to April 1, 2004 would be applied 25 percent to Conseco and 75 percent to repay the $1.5 billion bank credit facility and to fund a segregated cash account to provide collateral for Conseco's guarantee related to the directors, officers and key employee stock purchase program (based on the relative balance due under each facility; and (e) proceeds received after March 31, 2004 are applied 50 percent to Conseco and 50 percent to repay the $1.5 billion bank credit facility and to fund a segregated cash account to provide collateral for Conseco's guarantee related to the directors, officers and key employee stock purchase program (based on the relative balance due under each facility) No assurance can be provided as to the timing, proceeds, or other terms related to any potential asset sale or financing transaction.
Our amended credit facility requires the Company to maintain various financial ratios and balances, as defined in the agreement including: (i) a debt-to-total capitalization ratio of less than .400:1.0 at December 31, 2001 and decreasing over time, as defined in the agreement, to 0.300:1.0 at March 31, 2004 and thereafter (such ratio was .359:1.0 at December 31, 2001); (ii) an interest coverage ratio greater than 1.20:1.0 for the year ending December 31, 2001 and increasing over time, as defined in the agreement, to 2.50:1.0 for the four quarters ending June 30 , 2004 and thereafter (such ratio was 1.69:1.0 for the year ended December 31, 2001); (iii) adjusted earnings, as defined in the agreement, of at least $1,600.0 million for the year ending December 31, 2001 and changing over time, as defined in the agreement, to $1,700.0 million for the four quarters ending September 30, 2004 (the adjusted earnings for the year ended December 31, 2001 were $1,624.8 million); (iv) Conseco Finance tangible net worth, as defined in the agreement, of at least $1.2 billion at December 31, 2001; and $1.6 billion at March 31, 2005 (such tangible net worth exceeded $1.4 billion at December 31, 2001); and (v) the ratio of aggregate total adjusted capital to aggregate authorized control level risk-based capital (as defined by the National Association of Insurance Commissioners) with respect to our insurance subsidiaries of at least 200 percent (such ratio was greater than 470 percent at December 31, 2001). Effective March 20, 2002, such ratio requirement was increased to 250 percent. Our amended bank credit facility provides that any charges taken to write off goodwill to the extent required by SFAS 142 will be excluded from the various financial ratios and covenants that we are required to meet or maintain.
The amended credit facility reduces the 90-day moving average cash balance requirement from $100 million to $50 million. The Company is required to have at least $50 million of cash on hand immediately after making a trust preferred dividend payment in addition to the 90-day moving average requirement. The amended agreement also states that in the event one of Conseco's significant insurance subsidiaries is rated B or below by A.M. Best, the Company must take certain actions to generate liquidity and accelerate the repayment of the bank credit facility.
The amended credit facility prohibits the payment of cash dividends on our common stock until the Company has received investment grade ratings on its outstanding public debt. Such agreement also prohibits the repurchase of our common stock. The amended credit agreement limits the issuance of additional debt, contingent obligations, liens, asset dispositions, other restrictive agreements, affiliate transactions, change in business and modification of terms of debt or preferred stock, all as defined in the agreements. The obligations under our credit facility are guaranteed by CIHC, Incorporated, a wholly owned subsidiary of Conseco, and the ultimate holding company for Conseco's principal operating subsidiaries.
The interest rate on the credit facilities is based on an IBOR rate plus a margin of 2.5 percent. Effective March 20, 2002 such margin has been increased to 3.25 percent. Borrowings under our bank credit facilities averaged $1,743.6 million during 2001, at a weighted average interest rate of 7.1 percent.
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During 2001, we repurchased: (i) $64.6 million par value of the 7.6% senior notes due June 2001 (resulting in an extraordinary gain of $.3 million, net of income taxes of $.2 million); and (ii) $147.7 million par value of the 8.5% notes due 2002 (resulting in an extraordinary gain of $15.8 million, net of income taxes of $8.5 million).
Pursuant to the terms of the Mandatory Par Put Remarketed Securities, the Company elected to redeem the notes at a redemption price defined in the remarketing agreement. As a result, the Company recognized an extraordinary charge of $4.6 million (net of an income tax benefit of $2.5 million) in the second quarter of 2001.
Borrowings under our commercial paper program averaged $337.3 million, at a weighted average interest rate of 6.1 percent during 2000. The actions by rating agencies which occurred after March 31, 2000 affected our ability to issue commercial paper.
On February 7, 2000, the Company completed the public offering of $800.0 million of 8.75 percent notes due February 9, 2004. The notes are unsecured and rank equally with all other unsecured senior indebtedness of Conseco. Proceeds from the offering of approximately $794.3 million (after underwriting discounts and estimated offering expenses) were used to repay outstanding indebtedness.
During 2000, we repurchased: (i) $18.5 million par value of the 7.875 percent notes due 2000 for $16.7 million; and (ii) $12 million par value of the 8.75 percent notes due 2004 for $8.7 million. We recognized an extraordinary gain of $3.2 million (net of income taxes of $1.7 million) related to these repurchases. In addition, during 2000, the Company repurchased $250 million of notes payable due 2003. We recognized an extraordinary loss of $4.9 million (net of income taxes of $2.6 million) related to this repurchase.
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Notes payable, representing direct finance obligations (excluding notes payable related to securitized finance receivables structured as collateralized borrowings)
Notes payable representing direct finance obligations (excluding notes payable related to securitized finance receivables structured as collateralized borrowings) at December 31, 2001 and 2000, were as follows (interest rates as of December 31, 2001):

                                                                                  2001               2000
                                                                                  ----               ----
                                                                                   (Dollars in millions)

Master repurchase agreements due on various dates in
   2002 and 2003 (2.7%)......................................................  $1,679.0           $1,806.9
Credit facility collateralized by retained interests in securitizations
   due 2003 (3.9%)...........................................................     507.3              590.0
Medium term notes due September 2002 and April 2003 (6.54%)..................     189.7              223.7
10.25% senior subordinated notes due June 2002...............................     138.2              193.6
Other........................................................................      22.5                3.2
                                                                               --------           --------

     Total principal amount..................................................   2,536.7            2,817.4

Unamortized net discount and deferred fees...................................      (8.8)              (6.5)
                                                                               --------           --------

     Direct finance obligations..............................................  $2,527.9           $2,810.9
                                                                               ========           ========

Amounts borrowed under master repurchase agreements have decreased due to repayments using the proceeds received from various asset sales. At March 19, 2002, we had $4.0 billion (of which $2.1 billion is committed) in master repurchase agreements, commercial paper conduit facilities and other facilities with various banking and investment banking firms for the purpose of financing our consumer and commercial finance loan production. These facilities typically provide financing of a certain percentage of the underlying collateral and are subject to the availability of eligible collateral and, in some cases, the willingness of the banking firms to continue to provide financing. Some of these agreements provide for annual terms which are extended either quarterly or semi-annually by mutual agreement of the parties for an additional annual term based upon receipt of updated quarterly financial information. At December 31, 2001, we had borrowed $2.2 billion under these agreements, leaving $1.8 billion available to borrow (of which approximately $.4 billion is committed). One of our master repurchase agreements (with a committed capacity of $400.0 million) expires on May 3, 2002. As of December 31, 2001, we had $66.1 million outstanding under this facility. We are in the process of negotiating a renewal of this facility.
During 2001, Conseco Finance repurchased $55.4 million par value of its 10.25% senior subordinated notes due June 2002 for $51.9 million (resulting in an extraordinary gain of $2.1 million, net of income taxes of $1.3 million). Also during 2001, Conseco Finance repurchased $34.0 million par value of its 6.5% medium term notes due September 2002 for $27.5 million (resulting in an extraordinary gain of $4.0 million, net of income taxes of $2.5 million).
During 2000, the Company amended an agreement with Lehman related to certain master repurchase agreements and the collateralized credit facility. Such amendment significantly reduced the restrictions on intercompany payments from Conseco Finance to Conseco as required by the previous agreement. In conjunction with the amendment, Conseco agreed to convert $750 million principal balance of its intercompany note due from Conseco Finance to $750 million stated value of Conseco Finance 9% redeemable cumulative preferred stock (the "intercompany preferred stock"). During 2001, Conseco Finance made payments to Conseco totaling $537.2 million reducing the intercompany note balance to $249.5 million at December 31, 2001.
Pursuant to the amended agreement, Conseco Finance may make the following payments to Conseco: (i) interest on the intercompany note; (ii) payments for products and services provided by Conseco; and (iii) intercompany tax sharing payments. Conseco Finance may also make the following payments to Conseco provided the minimum liquidity requirements defined in the amended agreement are met and the cash payments are applied in the order summarized: (i) unpaid interest on the intercompany note; (ii) prepayments of principal on the intercompany note or repayments of any increase to the intercompany receivable balance; (iii) dividends on the intercompany preferred stock; (iv) redemption of the intercompany preferred stock;
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and (v) common stock dividends. The liquidity test of the amended agreement requires Conseco Finance to have minimum levels of liquidity both before and after giving effect to such payments to Conseco. Liquidity, as defined, includes unrestricted cash and may include up to $150 million of liquidity available at Conseco Finance's bank subsidiaries and the aggregate amount available to be drawn under Conseco Finance's credit facilities (where applicable, based on eligible excess collateral pledged to the lender multiplied by the appropriate advance rate). The minimum liquidity must equal or exceed $250 million, plus:
(i) 50 percent of cash up to $100 million generated by Conseco Finance subsequent to September 21, 2000; and (ii) 25 percent of cash generated by Conseco Finance in excess of $100 million, provided the total minimum cash liquidity shall not exceed $350 million and the cash generated by Conseco Finance (used in the calculation to increase the minimum) will exclude operating cash flows and the net proceeds received from certain asset sales and other events listed in the amended agreement (which are consistent with the courses of actions we have previously announced).
The amended agreement requires Conseco Finance to maintain various financial ratios, as defined in the agreement. These ratios include: (i) an adjusted tangible net worth of at least $1.95 billion (such amount was $2.04 billion at December 31, 2001); (ii) a fixed charge coverage ratio of not less than 1.0:1.0 for the year ending December 31, 2001, and defined periods thereafter (such ratio was 1.20:1.0 for the year ended December 31, 2001); (iii) a ratio of net worth to total managed receivables of not less than 4:100 (such ratio was 4.49:100 at December 31, 2001); and (iv) a ratio of total non-warehouse debt less finance receivables and certain other assets, as defined in the agreement, to net worth of less than 1.0:2.0 (such ratio was .28:2.0 at December 31, 2001).
In early 2002, Conseco Finance entered into various new financing arrangements with Lehman which either amend or replace the prior arrangements. Also, in early 2002, Conseco Finance tendered for all its remaining public debt (i.e., its medium term notes due September 2002 and April 2003 and its 10.25% Senior Subordinated Notes due June 2002). Refer to note 16 for further discussion of such items.
The maturities of notes payable (excluding notes payable related to securitized finance receivables structured as collateralized borrowings) reflecting the amendments to our bank credit facility made in March 2002 at December 31, 2001, were as follows (dollars in millions):

                                                                               Direct         Direct
                                                                              corporate       finance
                                                                             obligations    obligations       Total
                                                                             -----------    -----------       -----

Bank credit facilities, master repurchase agreements and similar credit
   facilities that are used for short-term funding:
     2002................................................................     $  193.3        $1,116.8       $1,310.1
     2003................................................................        300.0         1,090.5        1,390.5
     2005................................................................      1,000.0              -         1,000.0


Term debt:
     2002................................................................        304.1           324.2          628.3
     2003................................................................        313.5             5.0          318.5
     2004................................................................        812.5              -           812.5
     2005................................................................        250.0              .2          250.2
     2006................................................................        550.0              -           550.0
     Thereafter..........................................................        400.8              -           400.8
                                                                              --------        --------       --------

           Total par value at December 31, 2001..........................     $4,124.2        $2,536.7       $6,660.9
                                                                              ========        ========       ========
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Notes Payable Related to Securitized Finance Receivables Structured as Collateralized Borrowings
Notes payable related to securitized finance receivables structured as collateralized borrowings were $14,484.5 million and $12,100.6 million at December 31, 2001 and 2000, respectively. The principal and interest on these notes are paid using the cash flows from the underlying finance receivables which serve as collateral for the notes. Accordingly, the timing of the principal payments on these notes is dependent on the payments received on the underlying finance receivables which back the notes. In some instances, the Company is required to advance principal and interest payments even though the payments on the underlying finance receivables which back the notes have not yet been received. The average interest rate on these notes was 6.4 percent and 7.7 percent at December 31, 2001 and 2000, respectively.
8. OTHER DISCLOSURES:
Leases
The Company rents office space, equipment and computer software under noncancellable operating leases. Rental expense was $66.2 million in 2001, $70.6 million in 2000 and $61.5 million in 1999. Future required minimum rental payments as of December 31, 2001, were as follows (dollars in millions):

2002   ....................................................................    $ 63.8
2003   ....................................................................      51.4
2004   ....................................................................      35.9
2005   ....................................................................      27.2
2006   ....................................................................      20.0
Thereafter.................................................................      41.0
                                                                               ------

        Total..............................................................    $239.3
                                                                               ======

Pension and Postretirement Plans
The Company provides certain pension, health care and life insurance benefits for certain eligible retired employees under partially funded and unfunded plans in existence at the date on which certain subsidiaries were acquired. Certain postretirement benefit plans are contributory, with participants' contributions adjusted annually. Amounts related to the pension and postretirement benefit plans were as follows:
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                                                                                     Postretirement
                                                         Pension benefits               benefits
                                                       -------------------        --------------------
                                                        2001         2000           2001        2000
                                                        ----         ----           ----        ----
                                                                    (Dollars in millions)


Benefit obligation, beginning of year..............    $17.9        $20.6        $ 21.1       $ 21.9
    Interest cost..................................      1.1          1.4           1.5          1.5
    Plan participants' contributions...............       -            -            1.1          1.3
    Amendments to plan.............................       -            -             -            .4
    Actuarial loss (gain)..........................       .6          1.8           3.1         (1.2)
    Benefits paid..................................     (4.8)        (5.9)         (2.3)        (2.8)
                                                       -----        -----        ------       ------

Benefit obligation, end of year....................    $14.8        $17.9        $ 24.5       $ 21.1
                                                       =====        =====        ======       ======

Fair value of plan assets, beginning of year.......    $19.9        $18.8        $  3.0       $  4.3
    Actual return on plan assets...................     (1.4)         (.4)           .3           .4
    Employer contributions.........................       .5          6.9            -            -
    Benefits paid..................................     (4.8)        (5.4)         (1.3)        (1.7)
                                                       -----        -----        ------       ------

Fair value of plan assets, end of year.............    $14.2        $19.9         $ 2.0       $  3.0
                                                       =====        =====         =====       ======

Funded status......................................    $ (.6)       $ 2.0        $(22.5)      $(18.1)
Unrecognized net actuarial loss (gain).............      6.5          4.6          (7.6)       (12.1)
Unrecognized prior service cost....................       -            -           (1.6)        (1.8)
                                                       -----        -----        ------       ------

       Prepaid (accrued) benefit cost..............    $ 5.9        $ 6.6        $(31.7)      $(32.0)
                                                       =====        =====        ======       ======

We used the following weighted average assumptions to calculate benefit obligations for our 2001 and 2000 valuations: discount rate of approximately 6.8 percent and 7.1 percent, respectively; an expected return on plan assets of approximately 8.5 percent and 8.4 percent, respectively. Beginning in 2000, as a result of plan amendments, no assumption for compensation increases was required. For measurement purposes, we assumed a 12.0 percent annual rate of increase in the per capita cost of covered health care benefits for 2002, decreasing gradually to 5.0 percent in 2015 and remaining level thereafter. During 2000, we amended the pension plans of recently acquired companies to reduce future benefits accruing under such plans. These changes resulted in the actuarial, settlement and curtailment gains summarized above.
Components of the cost we recognized related to pension and postretirement plans were as follows:

                                                                                              Postretirement
                                                             Pension benefits                     benefits
                                                      ----------------------------------------------------------------
                                                        2001       2000       1999      2001       2000       1999
                                                        ----       ----       ----      ----       ----       ----
                                                                           (Dollars in millions)


Service cost.......................................  $   -       $  -       $ 7.3      $  -        $ -         $ -
Interest cost......................................     1.1        1.4        3.0        1.5        1.5         1.6
Expected return of plan assets.....................    (1.5)      (1.7)      (1.4)       (.1)       (.2)        (.2)
Amortization of prior service cost.................      -          -          -        (1.0)       (.9)        (.8)
Settlement (gain) loss.............................     1.3        (.3)        -          -          -           -
Recognized net actuarial loss......................      .3         -         1.0        (.1)       -            -
                                                      -----      -----      -----      -----       ----        ----

       Net periodic cost (benefit).................   $ 1.2      $ (.6)     $ 9.9      $  .3       $ .4        $ .6
                                                      =====      =====      =====      =====       ====        ====

A one-percentage-point change in the assumed health care cost trend rates would have an insignificant effect on the net periodic benefit cost of our postretirement benefit obligation.
The Company has qualified defined contribution plans for which substantially all employees are eligible. Company
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contributions, which match certain voluntary employee contributions to the plan, totaled $4.7 million in 2001, $9.1 million in 2000, and $10.3 million in 1999. Matching contributions are required to be made either in cash or in Conseco common stock.
Litigation
We and our subsidiaries are involved on an ongoing basis in lawsuits (including purported class actions) relating to our operations, including with respect to sales practices, and we and current and former officers and directors are defendants in pending class action lawsuits asserting claims under the securities laws and derivative lawsuits. The ultimate outcome of these lawsuits cannot be predicted with certainty.
Conseco Finance was served with various related lawsuits filed in the United States District Court for the District of Minnesota. These lawsuits were generally filed as purported class actions on behalf of persons or entities who purchased common stock or options to purchase common stock of Conseco Finance during alleged class periods that generally run from July 1995 to January 1998. One action (Florida State Board of Admin. v. Green Tree Financial Corp., et. al, Case No. 98-1162) was brought not on behalf of a class, but by the Florida State Board of Administration, which invests and reinvests retirement funds for the benefit of state employees. In addition to Conseco Finance, certain current and former officers and directors of Conseco Finance are named as defendants in one or more of the lawsuits. Conseco Finance and other defendants obtained an order consolidating the lawsuits seeking class action status into two actions, one of which pertains to a purported class of common stockholders (In re Green Tree Financial Corp. Stock Litig., Case No. 97-2666) and the other of which pertains to a purported class of stock option traders (In re Green Tree Financial Corp. Options Litig., Case No. 97-2679). Plaintiffs in the lawsuits assert claims under Sections 10(b) (and Rule 10b-5 promulgated thereunder) and 20(a) of the Securities Exchange Act of 1934. In each case, plaintiffs allege that Conseco Finance and the other defendants violated federal securities laws by, among other things, making false and misleading statements about the current state and future prospects of Conseco Finance (particularly with respect to prepayment assumptions and performance of certain loan portfolios of Conseco Finance) which allegedly rendered Conseco Finance's financial statements false and misleading. On August 24, 1999, the United States District Court for the District of Minnesota issued an order dismissing with prejudice all claims alleged in the lawsuits. The plaintiffs subsequently appealed the decision to the U.S. Court of Appeals for the 8th Circuit. A three judge panel issued an opinion on October 25, 2001, reversing the United States District Court's dismissal order and remanding the actions to the United States District Court. Pretrial discovery is expected to commence in all three lawsuits approximately in April 2002. The Company believes that the lawsuits are without merit and intends to continue to defend them vigorously. The ultimate outcome of these lawsuits cannot be predicted with certainty.
A total of forty-five suits were filed in 2000 against the Company in the United States District Court for the Southern District of Indiana. Nineteen of these cases were putative class actions on behalf of persons or entities that purchased the Company's common stock during alleged class periods that generally run from April 1999 through April 2000. Two cases were putative class actions on behalf of persons or entities that purchased the Company's bonds during the same alleged class periods. Three cases were putative class actions on behalf of persons or entities that purchased or sold option contracts, not issued by the Company, on the Company's common stock during the same alleged class periods. One case was a putative class action on behalf of persons or entities that purchased the Company's "FELINE PRIDES" convertible preferred stock instruments during the same alleged class periods. With four exceptions, in each of these twenty-five cases two former officers/directors of the Company were named as defendants. In each case, the plaintiffs assert claims under Sections 10(b) (and Rule 10b-5 promulgated thereunder) and 20(a) of the Securities Exchange Act of 1934. In each case, plaintiffs allege that the Company and the individual defendants violated the federal securities laws by, among other things, making false and misleading statements about the current state and future prospects of Conseco Finance (particularly with respect to performance of certain loan portfolios of Conseco Finance) which allegedly rendered the Company's financial statements false and misleading. The Company believes that these lawsuits are without merit and intends to defend them vigorously. The ultimate outcome of these lawsuits cannot be predicted with certainty.
Eleven of the cases in the United States District Court for the Southern District of Indiana were filed as purported class actions on behalf of persons or entities that purchased preferred securities issued by various Conseco Financing Trusts, including Conseco Financing Trust V, Conseco Financing Trust VI, and Conseco Financing Trust VII. Each of these complaints named as defendants the Company, the relevant trust (with two exceptions), two former officers/directors of the Company, and underwriters for the particular issuance (with one exception). One complaint also named an officer and all of
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the Company's directors at the time of issuance of the preferred securities by Conseco Financing Trust VII. In each case, plaintiffs asserted claims under
Section 11 and Section 15 of the Securities Act of 1933, and eight complaints also asserted claims under Section 12(a)(2) of that Act. Two complaints also asserted claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, and one complaint also asserted a claim under Section 10(b) of that Act. In each case, plaintiffs alleged that the defendants violated the federal securities laws by, among other things, making false and misleading statements in Prospectuses and/or Registration Statements related to the issuance of preferred securities by the Trust involved regarding the current state and future prospects of Conseco Finance (particularly with respect to performance of certain loan portfolios of Conseco Finance) which allegedly rendered the disclosure documents false and misleading.
All of the Conseco, Inc. securities cases have been consolidated into one case in the United States District Court for the Southern District of Indiana, captioned: "In Re Conseco, Inc. Securities Litigation", Case number IP00-C585-Y/S. An amended complaint was filed on January 12, 2001, which asserts claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, and Sections 11, 12(a)(2), and 15 of the Securities Act of 1933, with respect to common stock and various other securities issued by the Company and Conseco Financing Trust VII. The Company filed a motion to dismiss the amended complaint on April 27, 2001. On January 10, 2002, the Company entered into a Memorandum of Understanding (the "MOU") to settle the consolidated securities cases that are pending in the United States District Court for the Southern District of Indiana for $120 million subject to court approval. Under the MOU, as amended on February 12, 2002, $106 million was required to be placed in escrow by March 8, 2002; the remaining $14 million was to be paid in two installments: $6 million by April 1, 2002, and $8 million by October 1, 2002 (all payments with interest from January 25, 2002). The $106 million due on March 8, 2002, was not paid, for reasons set forth in the following paragraph, and the MOU has expired by its terms. Accordingly, and unless we are able to revive the settlement, the Company intends to defend the securities lawsuit vigorously. The ultimate outcome cannot be predicted with certainty.
We maintained certain directors' and officers' liability insurance that was inforce at the time the Indiana securities and derivative litigation (the derivative litigation is described below) was commenced and, in our view, applies to the claims asserted in that litigation. The insurers denied coverage for those claims, so we commenced a lawsuit against them on June 13, 2001, in Marion County Circuit Court in Indianapolis, Indiana (Conseco, Inc., et. al. v. National Union Fire Insurance Company of Pittsburgh, PA., Royal Insurance Company of America, Westchester Fire Insurance Company, RLI Insurance, Greenwich Insurance Company and Certain Underwriters at Lloyd's of London, Case No. 49C010106CP001467) seeking, among other things, a judicial declaration that coverage for those claims exists. The primary insurance carrier, National Union Fire Insurance Co. of Pittsburgh, PA, has paid its full $10 million in policy proceeds toward the settlement of the securities litigation; in return, National Union has been released from the coverage litigation pending in state court in Marion County, Indiana. The first excess insurance carrier, Royal Insurance Company ("Royal"), placed its full $15 million in policy proceeds into an escrow under Royal's control, but reserved rights to continue to litigate coverage and imposed an unacceptable condition on releasing the funds. The second excess insurance carrier, Westchester Fire Insurance Company, committed to pay its full $15 million in policy proceeds toward the settlement without a reservation of rights, on condition that certain impairments to its subrogation rights be removed from the MOU. The third excess insurance carrier, RLI Insurance Company ("RLI"), committed to pay its full $10 million in policy proceeds toward the settlement subject to a reservation of rights, and on condition that Conseco give RLI any security for its reservation of rights that Conseco gives to Royal. The fourth excess insurance carrier, Greenwich Insurance Company, committed to pay its full $25 million in policy proceeds toward the settlement without a reservation of rights. In addition, the funding commitments of Westchester, RLI and Greenwich were conditioned on each of the excess carriers below them paying their respective policy limits in full toward the settlement. The final excess carrier, Certain Underwriters at Lloyd's of London, refused to pay or to escrow its $25 million in policy proceeds toward the settlement, although it has advised the Company that it is continuing to investigate the Company's claim. There can be no assurance that the insurance carriers, other than the primary carrier, will in fact pay their policy proceeds toward the settlement even if the case could still be settled on the terms reflected in the MOU. Because they did not do so by March 8, 2002, the MOU described in the immediately preceding paragraph expired. Should the settlement embodied in the MOU be lost, there can be no assurance that the securities litigation can be resolved for $120 million, and the Company will proceed with its coverage litigation in Marion County, Indiana, against those carriers that caused the settlement to terminate. We intend to pursue our coverage rights vigorously. However, the ultimate outcome cannot be predicted with certainty.
Nine shareholder derivative suits were filed in 2000 in the United States District Court for the Southern District of Indiana. The complaints named as defendants the current directors, certain former directors, certain non-director officers of
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the Company (in one case), and, alleging aiding and abetting liability, certain banks that allegedly made loans in relation to the Company's "Stock Purchase Plan" (in three cases). The Company is also named as a nominal defendant in each complaint. Plaintiffs allege that the defendants breached their fiduciary duties by, among other things, intentionally disseminating false and misleading statements concerning the acquisition, performance and proposed sale of Conseco Finance, and engaged in corporate waste by causing the Company to guarantee loans that certain officers, directors and key employees of the Company used to purchase stock under the Stock Purchase Plan. These cases have now been consolidated into one case in the United States District Court for the Southern District of Indiana, captioned: "In Re Conseco, Inc. Derivative Litigation", Case Number IP00655-C-Y/S. An amended complaint was filed on April 12, 2001, making generally the same allegations and allegations of violation of the Federal Reserve Board's margin rules. Three similar cases have been filed in the Hamilton County Superior Court in Indiana. Schweitzer v. Hilbert, et al., Case No. 29D01-0004CP251; Evans v. Hilbert, et al., Case No. 29D01-0005CP308 (both Schweitzer and Evans name as defendants certain non-director officers); Gintel v. Hilbert, et al., Case No. 29003-0006CP393 (naming as defendants, and alleging aiding and abetting liability as to, banks that allegedly made loans in relation to the Stock Purchase Plan). The cases filed in Hamilton County have been stayed pending resolution of the derivative suits filed in the United States District Court. The Company believes that these lawsuits are without merit and intends to defend them vigorously. The ultimate outcome of these lawsuits cannot be predicted with certainty.
Conseco Finance is a defendant in two arbitration proceedings in South Carolina (Lackey v. Green Tree Financial Corporation, n/k/a Conseco Finance Corp. and Bazzle v. Green Tree Financial Corporation, n/k/a Conseco Finance Corp.) where the arbitrator, over Conseco Finance's objection, allowed the plaintiffs to pursue purported class action claims in arbitration. The two purported arbitration classes consist of South Carolina residents who obtained real estate secured credit from Conseco Finance's Manufactured Housing Division (Lackey) and Home Improvement Division (Bazzle) in the early and mid 1990s, and did not receive a South Carolina specific disclosure form relating to selection of attorneys and insurance agents in connection with the credit transactions. The arbitrator, in separate awards issued on July 24, 2000, awarded a total of $26.8 million in penalties and attorneys' fees. The awards were confirmed as judgments in both Lackey and Bazzle. These cases have been consolidated into one case and are currently on appeal before the South Carolina Supreme Court. Oral argument was heard on March 21, 2002. Conseco Finance has posted appellate bonds, including $20 million of cash, for these cases. Conseco Finance intends to vigorously challenge the awards and believes that the arbitrator erred by, among other things, conducting class action arbitrations without the authority to do so and misapplying South Carolina law when awarding the penalties. The ultimate outcome of this proceeding cannot be predicted with certainty.
On January 15, 2002, Carmel Fifth, LLC ("Carmel"), an indirect, wholly owned subsidiary of the Company, exercised its rights, pursuant to the Limited Liability Company Agreement of 767 LLC, to require 767 Manager, LLC ("Manager"), an affiliate of Donald J. Trump, to elect within 60 days, either to acquire Carmel's interests in 767 LLC for $499.4 million, or sell its interests in 767 LLC to Carmel for $15.6 million (the "Buy/Sell Right"). 767 LLC is a Delaware limited liability company that owns the General Motors Building, a 50-story office building in New York, New York. 767 LLC is owned by Carmel and Manager. On February 6, 2002, Mr. Trump commenced a civil action against the Company, Carmel and 767 LLC in New York State Supreme Court, entitled Donald J. Trump v. Conseco, Inc., et al. Plaintiff claims that the Company and Carmel breached an agreement, dated July 3, 2001, to sell Carmel's interests to plaintiff for $295 million on or before September 15, 2001 (the "July 3rd Agreement").
Specifically, plaintiff claims that the Company and Carmel improperly refused to accept a reasonable guaranty of plaintiff's payment obligations, refused to complete the sale of Carmel's interest before the September 15, 2001 deadline, repudiated an oral promise to extend the September 15 deadline indefinitely and repudiated the July 3rd Agreement by exercising Carmel's Buy/Sell Right. Plaintiff asserts claims for breach of contract, breach of the implied covenant of good faith and fair dealing, promissory estoppel, unjust enrichment and breach of fiduciary duty. Plaintiff is seeking compensatory and punitive damages of approximately $1 billion and declaratory and injunctive relief blocking Carmel's Buy/Sell Right. The Company believes that this lawsuit is without merit and intends to defend it vigorously.
We have received a claim from the heirs of a former officer, Lawrence Inlow, asserting that unvested options to purchase 756,248 shares of our common stock should have been vested at Mr. Inlow's death. If such options had been vested, the heirs claim that the options would have been exercised, and the resulting shares of common stock would have been sold for a gain of approximately $30 million based upon a stock price of $58.125 per share, the highest stock price during the alleged exercise period of the options. We believe the claim of the heirs is without merit. If the heirs proceed with their claim, we will defend it vigorously.
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On March 27, 2002, seven holders of our bank debt filed a lawsuit in the United States District Court for the Northern District of Illinois (AG Capital Funding Partners LP, et al. v. Conseco, Inc., Case No. 02C2236). On March 20, 2002, we amended our credit facilities to provide, in part, that in the event of certain asset sales, we are not obligated to prepay amounts borrowed under the credit agreement until we have received in excess of $352 million of net proceeds from those sales. The holders assert that 100% of the holders of the bank debt must vote in favor of an amendment of the provisions relating to the triggering of mandatory prepayments. We believe that the amendment of the mandatory prepayment provisions of the credit agreement complied with the terms of the credit agreement and we believe this lawsuit is without merit and intend to defend this lawsuit vigorously. The ultimate outcome of these proceedings cannot be predicted with certainty. Except with respect to the mandatory prepayment provisions of the credit agreement, this lawsuit does not challenge any other portion of the March 20, 2002 amendment to the credit agreement.
In addition, the Company and its subsidiaries are involved on an ongoing basis in other lawsuits (including purported class actions) related to their operations. These actions include a purported nationwide class action regarding the marketing, sale and renewal of home health care and long term care insurance policies that has been settled (along with two related California-only purported class actions) pending final approval by the court, one action brought by the Texas Attorney General regarding long term care policies, three purported nationwide class actions involving claims related to "vanishing premiums," and two purported nationwide class actions involving claims related to "modal premiums" (the alleged imposition and collection of insurance premium surcharges in excess of stated annual premiums). The ultimate outcome of all of these other legal matters pending against the Company or its subsidiaries cannot be predicted, and, although such lawsuits are not expected to individually have a material adverse effect on the Company, such lawsuits could have, in the aggregate, a material adverse effect on the Company's consolidated financial condition, cash flows or results of operations.
Guaranty Fund Assessments
The balance sheet at December 31, 2001, includes: (i) accruals of $18.7 million, representing our estimate of all known assessments that will be levied against the Company's insurance subsidiaries by various state guaranty associations based on premiums written through December 31, 2001; and (ii) receivables of $8.0 million that we estimate will be recovered through a reduction in future premium taxes as a result of such assessments. At December 31, 2000, such guaranty fund assessment related accruals were $20.4 million and such receivables were $11.9 million. These estimates are subject to change when the associations determine more precisely the losses that have occurred and how such losses will be allocated among the insurance companies. We recognized expense for such assessments of $7.6 million in 2001, $8.4 million in 2000 and $5.0 million in 1999.
Guarantees
In conjunction with certain sales of finance receivables, our finance subsidiary provided guarantees aggregating approximately $1.5 billion at December 31, 2001. We consider any potential payments related to these guarantees in the projected net cash flows used to determine the value of our interest-only securities. During 2001 and 2000, advances of interest and principal payments related to such guarantees on bonds held by others totaled $32.7 million and $22.3 million, respectively.
We have guaranteed bank loans totaling $545.4 million to approximately 155 current and former directors, officers and key employees. The funds were used by the participants to purchase approximately 18.0 million shares of Conseco common stock in open market or negotiated transactions with independent parties. Such shares are held by the bank as collateral for the loans. In addition, Conseco has provided loans to participants for interest on the bank loans totaling $143.6 million. During the third quarter of 2000, the Company negotiated a new guarantee with the banks which expires on December 31, 2003, and made it available to participants who qualified and chose to participate in a new lending program. A key goal of the program is to reduce the balance of each participant's bank and interest loans to $25 per share of stock purchased through the program. Such reductions are to occur through cash payments and pay for performance programs. In order to receive the pay for performance program benefits, participants in the new program are required to put to the Company, 75 percent of the value in excess of $25 per share of the shares purchased through this program, as determined on December 31, 2003. A subsidiary of Conseco has pledged $54.7 million of cash collateral in conjunction with the guarantee of a portion of the bank loans.
128
CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Conseco also granted a security interest in most of its assets in conjunction with the guarantee of a portion of the bank loans. In 2001, 2000 and 1999, we established a noncash provision in connection with these guarantees and loans of $169.6 million, $231.5 million and $18.9 million, respectively. Such provision is included as a component of the provision for losses. At December 31, 2001, the reserve for losses on the loan guarantees and the liability related to the pay for performance benefits totaled $420.0 million. At December 31, 2001, the guaranteed bank loans and interest loans exceeded the value of the collateral held (primarily the value of the common stock purchased) and the reserve for losses and the liability related to the pay for performance benefits by approximately $180 million. All participants have agreed to indemnify Conseco for any loss incurred on their loans. We regularly evaluate these guarantees and loans in light of the collateral and the creditworthiness of the participants.
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Company-Obligated Mandatorily Redeemable Preferred Securities of Subsidiary Trusts
Certain wholly owned subsidiary trusts have issued preferred securities in public offerings. The trusts used the proceeds from these offerings to purchase subordinated debentures from Conseco. The terms of the preferred securities parallel the terms of the debentures, which account for substantially all trust assets. The preferred securities are to be redeemed on a pro rata basis, to the same extent as the debentures are repaid. Under certain circumstances involving a change in law or legal interpretation, the debentures may be distributed to the holders of the preferred securities. Our obligations under the debentures and related agreements, taken together, provide a full and unconditional guarantee of payments due on the preferred securities. The debentures issued to the subsidiary trusts and the common securities purchased by Conseco from the subsidiary trusts are eliminated in the consolidated financial statements.
On February 16, 2001, the trust preferred securities component of the FELINE PRIDES were retained by the Company (and subsequently retired) as payment under the stock purchase contract in accordance with their terms and, as a result, we issued 11.4 million shares of Conseco common stock to the holders of the FELINE PRIDES. The $496.6 million carrying value of the FELINE PRIDES that were retired (and used for payment pursuant to the stock purchase contracts) was transferred from minority interest to common stock and additional paid-in capital.
In April 2000, the Company and the holder of the Redeemable Hybrid Income Overnight Shares ("RHINOS") issued in 1999 agreed to the repurchase by the Company of the RHINOS at their $250 million par value. The Company recognized an extraordinary loss of $3.3 million (net of income taxes of $1.8 million) in the second quarter of 2000 related to the redemption.
Company-obligated mandatorily redeemable preferred securities of subsidiary trusts at December 31, 2001, were as follows:

                                                        Year                  Carrying   Distribution     Earliest/mandatory
                                                       issued     Par value     value        rate          redemption dates
                                                       ------     ---------     -----        ----          ----------------
                                                                 (Dollars in millions)


Trust Originated Preferred Securities................   1999    $   300.0     $  294.5      9.44%          2004/2029  (b)
Trust Originated Preferred Securities ...............   1998        500.0        493.4      8.70           2003/2028  (b)
Trust Originated Preferred Securities................   1998        230.0        226.6      9.00           2003/2028  (b)
Capital Securities (a)...............................   1997        300.0        300.0      8.80                2027
Trust Originated Preferred Securities................   1996        275.0        275.0      9.16           2001/2026  (b)
Capital Trust Pass-through Securities (a)............   1996        325.0        325.0      8.70                2026
                                                                ---------       ------

                                                                $1,930.0      $1,914.5
                                                                =========     ========

---------------

(a)  These securities may be redeemed anytime at: (i) the principal balance;
     plus (ii) a premium equal to the excess, if any, of the sum of the
     discounted present value of the remaining scheduled payments of principal
     and interest using a current market interest rate over the principal amount
     of securities to be redeemed.

(b)  The mandatory redemption dates of these securities may be extended for up
     to 19 years.

So long as no event of default under the debentures has occurred and is continuing, Conseco has the right to defer interest payments on the subordinated debentures for up to 20 consecutive quarters, but not beyond the maturity date of the subordinated debentures. If Conseco defers interest payments on the subordinated debentures, the trust will also defer distributions on the preferred securities. During the deferral period, distributions continue to accumulate on the par amount plus any unpaid distributions at the stated distribution rate. The deferral of such distributions could have an adverse effect on our ability to access the capital markets and on our ratings.
Reclassification Adjustments Included in Comprehensive Income
The changes in unrealized appreciation (depreciation) included in comprehensive income are net of reclassification adjustments for after-tax net gains (losses) from the sale of investments included in net income (loss) of approximately $240 million, $220 million and $(25) million for the years ended December 31, 2001, 2000 and 1999, respectively.
130
CONSECO, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Sale of Interest in Riverboat
In the first quarter of 2001, the Company sold its 29 percent ownership interest in the riverboat casino in Lawrenceberg, Indiana, for $260 million. We recognized a net gain on the sale of $192.4 million.
9. SPECIAL CHARGES
2001
The following table summarizes the special charges incurred by the Company during 2001, which are further described in the paragraphs which follow (dollars in millions):

Organizational restructuring:
   Severance benefits....................................................................    $ 17.2
   Office closings and sale of artwork...................................................       7.9
   Loss related to sale of certain finance receivables...................................      11.2
Amounts related to disputed reinsurance balances.........................................       8.5
Litigation expenses......................................................................      30.4
Other items..............................................................................      26.7
                                                                                             ------

   Special charges before income tax benefit.............................................    $101.9
                                                                                             ======

Severance benefits
During 2001, Conseco developed plans to change the way it operates. Such changes are being undertaken in an effort to improve the Company's operations and profitability. The planned changes included moving a significant number of jobs to India, where a highly-educated, low-cost, English-speaking labor force is available. Pursuant to GAAP, the Company is required to recognize the costs associated with most restructuring activities as the costs are incurred. However, costs associated with severance benefits are required to be recognized when the costs are: (i) attributable to employees' services that have already been rendered; (ii) relate to obligations that accumulate; and (iii) are probable and can be reasonably estimated. Since the severance costs associated with our planned activities meet these requirements, we recognized a charge of $17.2 million in 2001.
Office closings and sale of artwork
In conjunction with our restructuring activities, we closed certain offices, which resulted in the abandonment of certain leasehold improvements. Further, certain antiques and artwork, formerly displayed in the Company's executive offices, have been or are in the process of being sold. We recognized a charge of $7.9 million related to these assets in 2001.
Loss related to the sale of certain finance receivables
During 2001, we recognized a loss of $2.2 million on the sale of $11.2 million of finance receivables. Also, during 2001, the purchaser of certain credit card receivables returned certain receivables pursuant to a return of accounts provision included in the sales agreement. Such returns and the associated losses exceeded the amounts we initially anticipated when the receivables were sold. We recognized a loss of $9.0 million related to the returned receivables.
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Amounts related to disputed reinsurance balances
During 2001, we discontinued marketing certain medical insurance products. Several reinsurers who assumed most of the risks associated with these products have disputed the reinsurance receivables due to us. We have established an allowance of $8.5 million for disputed balances that may not be collected.
Litigation expenses
Litigation expenses primarily include the cost and proposed settlement related to our securities litigation class action lawsuit. Such lawsuit is further discussed in note 8 under the caption "Litigation".
Other items
Other items include expenses incurred: (i) in conjunction with the transfer of certain customer service and backroom operations to our India subsidiary; (ii) for consulting fees with respect to services provided related to various debt and organizational restructuring transactions; (iii) pursuant to the terms of the employment agreement for our chief executive officer; (iv) related to discontinuing the sale of certain types of life insurance in conjunction with lending transactions; and (v) for other items which are not individually significant, net of a $10.0 million reduction in the value of the warrant to purchase five percent of Conseco Finance (see note 1).
2000
The Company incurred significant special charges during 2000, primarily related to the restructuring of our debt, restructuring of our finance business and payments made pursuant to employment contracts. The following table summarizes the special charges, which are further described in the paragraphs which follow (dollars in millions):

Advisory and professional fees related to debt restructuring................    $  9.9

Restructuring of finance business:
     Lower of cost or market adjustment for finance receivables
       identified for sale..................................................     103.3
     Loss on sale of transportation loans and vendor services
       financing business...................................................      51.0
     Loss on sale of asset-based loans......................................      68.2
     Loss on sale of subprime automobile and bankcard business, net.........      61.9
     Costs related to closing offices and streamlining businesses...........      31.2
     Abandonment of computer processing systems.............................      35.8
     Advisory fees and warrant paid and/or issued to Lehman
       and other investment banks...........................................     122.4

Executive contracts:
     Executive termination payment .........................................      72.5
     Chief Executive Officer signing payment................................      45.0
     Warrants issued to General Electric Company............................      21.0

Reserve methodology change at bank subsidiary...............................      48.0
Other items.................................................................      29.1
                                                                                ------

         Special charges before income tax benefit..........................    $699.3
                                                                                ======

Advisory and professional fees related to debt restructuring
During 2000, we incurred $9.9 million of non-deferrable advisory and professional fees primarily related to the restructuring of our bank credit facilities.
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Lower of cost or market adjustment for finance receivables identified for sale
On July 27, 2000, we announced several courses of action to restructure our finance business, including the sale or runoff of the finance receivables of several business lines. The carrying value of the loans held for sale was reduced to the lower of cost or market, consistent with our accounting policy for such loans. The reduction in value of these loans of $103.3 million
(including a $45.9 million increase to the allowance for credit losses)
primarily related to transportation finance receivables (primarily loans for the purchase of trucks and buses). These loans had experienced a significant decrease in value as a result of the adverse economic effect that increases in oil prices and competition had on borrowers in the transportation business during 2000.
Loss on sale of transportation loans and vendor services financing business
During the fourth quarter of 2000, we sold transportation loans with a carrying value of $566.0 million (after the market adjustment described above) in whole loan sale transactions. We recognized an additional loss of $30.7 million on the sale. During 2000, we recognized a special charge and reduced goodwill by $20.3 million, representing the difference between: (i) the carrying value of the net assets of the vendor services financing business; and (ii) the anticipated proceeds from the sale of such business, which was completed in the first quarter of 2001.
Loss on sale of asset-based loans
During the third quarter of 2000, we sold asset-based loans with a carrying value of $216.1 million in whole loan sale transactions. We recognized a loss of $68.2 million on these sales.
Loss on sale of subprime automobile and bankcard business
During the second quarter of 2000, we sold all of the finance receivables of our subprime automobile financing and servicing companies and terminated their operations. In addition, the Company sold substantially all of its bankcard (Visa and Mastercard) portfolio. We recognized a net loss on these sales of $61.9 million.
Costs related to closing offices and streamlining businesses
Our restructuring activities included the closing of several branch offices and streamlining our businesses. These activities included a reduction in the work force of approximately 1,700 employees. The Company incurred a charge of $8.6 million related to severance costs paid to terminated employees in 2000. The Company also incurred lease termination and direct closing costs of $12.3 million associated with the branch offices closed in conjunction with the restructuring activities. In addition, fixed assets and leasehold improvements of $10.3 million were abandoned when the branch offices were closed.
Abandonment of computer processing systems
We recorded a $35.8 million charge in 2000 to write off the carrying value of capitalized computer software costs for projects that have been abandoned in conjunction with our restructuring. These costs are primarily associated with: (i) computer processing systems under development that would require significant additional expenditures to complete and that are inconsistent with our current business plan; and (ii) computer systems related to the lines of business discontinued by the Company and therefore are no longer required.
Advisory fees and warrant paid and/or issued to Lehman and other investment banks
In May 2000, we sold approximately $1.3 billion of finance receivables to Lehman and its affiliates for cash and a right to share in future profits from a subsequent sale or securitization of the assets sold. We paid a $25.0 million transaction fee to Lehman in conjunction with the sale, which was included in special charges. Such loans were sold to Lehman at a value which approximated net book value, less the fee paid to Lehman.
During the second and third quarters of 2000, we repurchased a significant portion of the finance receivables sold to Lehman. These finance receivables were subsequently included in securitization transactions structured as financings. The
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cost of the finance receivables purchased from Lehman did not differ materially from the book value of the loans prior to their sale to Lehman.
Lehman also amended its master repurchase financing facilities with our finance operations to expand the types of assets financed. As partial consideration for the financing transaction, Lehman received a warrant, with a nominal exercise price, for five percent of the common stock of Conseco Finance. The initial $48.1 million estimated value of the warrant was recognized as an expense during the second quarter of 2000.
We also paid Lehman $20.0 million in fees for its efforts to form an investor group to purchase Conseco Finance. In addition, the Company paid other investment banks and financial institutions $24.0 million in advisory fees related to the potential sale of Conseco Finance and consultation regarding various other transactions.
We also paid Lehman $5.3 million in advisory fees related to the finance business and debt restructuring.
Executive Terminations
On April 28, 2000, Conseco and Stephen C. Hilbert, the Company's former Chairman and Chief Executive Officer, entered into an agreement pursuant to which Mr. Hilbert's employment was terminated. As contemplated by the terms of his employment agreement, Mr. Hilbert received: (i) $72.5 million (prior to required withholdings for taxes), an amount equal to five times his salary and the non-discretionary bonus amount (as defined in his employment agreement) for 2000; less (ii) the amount due under a secured loan of $23 million, plus accrued interest, made to Mr. Hilbert on April 6, 2000. Mr. Hilbert also received the bonus of $3,375,000 payable under his employment agreement for the first quarter of 2000. Conseco agreed to continue to treat Mr. Hilbert as though he were an employee/participant for purposes of the guaranteed bank loans and the loans for interest on such loans pursuant to the stock purchase program. Conseco also entered into a consulting agreement with Mr. Hilbert pursuant to which Mr. Hilbert agreed to provide consulting services up to an average of 25 hours per month for a period of three years. Mr. Hilbert also agreed not to compete with Conseco during the term of the consulting agreement. On April 27, 2000, Mr. Hilbert was granted options to purchase an aggregate of 2,000,000 shares of Conseco common stock at a price of $5.75 per share (the average of the high and low sales prices on the New York Stock Exchange on such date). The options expire on April 26, 2003.
On April 28, 2000, Conseco and Rollin M. Dick, the Company's former Chief Financial Officer, entered into an agreement pursuant to which Mr. Dick's employment was terminated. As contemplated by the terms of his employment agreement, Conseco agreed to pay Mr. Dick his salary of $250,000 per year through December 31, 2001, and he also received the bonus of $187,500 payable under his employment agreement for the first quarter of 2000. Conseco also agreed to continue to treat Mr. Dick as though he were an employee/participant for purposes of the guaranteed bank loans and the loans for interest on such loans pursuant to the stock purchase program. Conseco also entered into a consulting agreement with Mr. Dick pursuant to which Mr. Dick agreed to provide consulting services up to an average of 25 hours per month for a period of three years. Mr. Dick also agreed not to compete with Conseco during the term of the consulting agreement. On April 27, 2000, Mr. Dick was granted options to purchase an aggregate of 600,000 shares of Conseco common stock at a price of $5.75 per share. The options expire on April 26, 2003.
Executive Hiring
On June 28, 2000, the Company hired Gary C. Wendt as its Chief Executive Officer. Pursuant to the terms of his employment agreement, Mr. Wendt received a payment of $45 million (prior to required withholdings for taxes) and was granted options to purchase an aggregate of 10,000,000 shares of Conseco common stock at a price of $5.875 per share (the average of the high and low sales price on the New York Stock Exchange on the date on which the substantial terms of Mr. Wendt's employment were agreed to). The options vest over five years and expire on June 28, 2010. The Company also issued 3,200,000 shares of restricted stock to Mr. Wendt. The restrictions on the stock lapse if Mr. Wendt remains employed by Conseco through June 30, 2002, or upon a "change in control" of the Company. The value of the restricted shares ($18.8 million) will be recognized as an expense to the Company over the two year period ending June 30, 2002. Mr. Wendt is also being provided certain supplemental retirement, insurance and other benefits under the terms of his employment agreement.
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In conjunction with Mr. Wendt's hiring and his release from noncompete provisions of a prior agreement, the Company issued a warrant to a subsidiary of General Electric Company to purchase 10,500,000 shares of Conseco common stock at a purchase price of $5.75 per share. The estimated value of the warrant ($21.0 million) was recognized as a special charge.
Reserve Methodology Change at Bank Subsidiary
During the fourth quarter of 2000, we increased the allowance for credit losses related to credit card receivables held by our bank subsidiary. We implemented a more conservative approach pursuant to a recent regulatory examination, which resulted in this special charge.
10. SHAREHOLDERS' EQUITY:
We are authorized to issue up to 20 million shares of preferred stock. On December 15, 1999, we issued $500.0 million (2.6 million shares) of Series F Common-Linked Convertible Preferred Stock (the "Series F Preferred Stock") to Thomas H. Lee Company and affiliated investors. The Series F Preferred Stock is convertible into Conseco common stock at a common equivalent rate of $19.25 per share. The Series F Preferred Stock pays a 4 percent dividend, of which an amount at least equal to the common dividend will be payable in cash, and the remainder may be paid in additional Series F shares valued at a common equivalent rate of $19.25 per share. In September 2000, we suspended the payment of common stock dividends and, as a result, all dividend payments since that date have been paid in additional Series F shares (the carrying value of such additional shares is determined based on the fair value of the equivalent number of Conseco common shares that such shares are convertible into as of the date the dividend is paid). The Series F Preferred Stock ranks senior to the common stock outstanding and has a liquidation preference of $192.50 per share plus all declared and unpaid dividends.
In February 1999, we redeemed all $105.5 million (carrying value) of outstanding shares of Preferred Redeemable Increased Dividend Equity Securities, 7% PRIDES Convertible Preferred Stock ("PRIDES") in exchange for 5.9 million shares of Conseco common stock.
Changes in the number of shares of common stock outstanding during the years ended December 31, 2001, 2000 and 1999 were as follows:

                                                                                       2001           2000          1999
                                                                                       ----           ----          ----
                                                                                              (Shares in thousands)


Balance, beginning of year..........................................................  325,318        327,679       315,844
    Stock options exercised.........................................................      424             94         5,130
    Stock warrants exercised........................................................    3,327            -             -
    Shares issued in conjunction with the acquisition of Exl........................    3,411            -             -
    Shares issued pursuant to stock purchase contracts related to the
       FELINE PRIDES................................................................   11,351            -             -
    Issuance of shares..............................................................      -              -           3,582
    Common shares converted from PRIDES.............................................      -              -           5,904
    Shares issued under employee benefit compensation plans:
       Deferred compensation plan of former Chairman and Chief
          Executive Officer.........................................................      -            1,491           -
       Other........................................................................      912            301           126
    Settlement of forward contract and common stock acquired........................       -          (4,247)       (2,907)
                                                                                      -------        -------       -------

Balance, end of year................................................................  344,743        325,318       327,679
                                                                                      =======        =======       =======

In February 2001, the Company issued 11.4 million shares of Conseco common stock pursuant to stock purchase contracts related to the FELINE PRIDES. This transaction is discussed in further detail in note 8 above under the caption "Company-Obligated Mandatorily Redeemable Preferred Securities of Subsidiary Trusts".
Dividends declared on common stock for 2000 and 1999, were $.10 and $.580 per common share, respectively. As part of our plan to strengthen our capital structure, the Board of Directors reduced the cash dividend on our common stock to
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a quarterly rate of 5 cents per share, which was paid in April and July of 2000. In September 2000, cash dividend payments on our common stock were suspended. The amended bank credit facilities prohibit the payment of cash dividends on our common stock until the Company has received investment grade ratings on its outstanding public debt.
During 1999, we sold 3.6 million shares of our common stock to an unaffiliated party (the "Buyer"). Simultaneous with the issuance of the common stock, we entered into a forward transaction with the Buyer to be settled at $29.0625 per share in a method of our choosing (i.e., cash settlement, transfer of net shares to or from the Buyer, or transfer of net cash to or from the Buyer). We settled the contract in March 2000 by repurchasing 3.6 million shares held by the Buyer.
Conseco's 1994 Stock and Incentive Plan authorizes the granting of options to employees and directors of the Company to purchase up to 24 million shares of Conseco common stock at a price not less than its market value on the date the option is granted. In 1997, the Company adopted the 1997 Non-qualified Stock Option Plan, which authorizes the granting of non-qualified options to employees of the Company to purchase shares of Conseco common stock. The aggregate number of shares of common stock for which options may be granted under the 1997 plan, when added to all outstanding, unexpired options under the Company's employee benefit plans, shall not exceed 20 percent of the total of shares of common stock outstanding plus the number of shares issuable upon conversion of any outstanding convertible security on the date of grant (calculated in the manner set forth in the 1997 plan). The options may become exercisable immediately or over a period of time. The 1994 plan also permits granting of restricted stock, stock appreciation rights and certain other awards.
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A summary of the Company's stock option activity and related information for the years ended December 31, 2001, 2000 and 1999, is presented below (shares in thousands):

                                                   2001                         2000                         1999
                                          --------------------------------------------------------------------------
                                                        Weighted                  Weighted                  Weighted
                                                         average                   average                   average
                                                        exercise                  exercise                  exercise
                                          Shares          price      Shares         price      Shares         price
                                          ------          -----      ------         -----      ------         -----


Outstanding at the beginning of year....  36,107        $18.38       33,750       $32.15        32,085        $30.91

Options granted (a).....................   8,609          6.32       18,404         7.10         7,725         26.37

Exercised...............................    (432)         9.88          (95)        8.15        (5,130)        15.83
Forfeited or terminated.................  (3,992)        27.27      (15,952)       34.56          (930)        30.37
                                          ------                    -------                     ------

Outstanding at the end of the year......  40,292         15.01       36,107        18.38        33,750         32.15
                                          ======                    =======                     ======

Options exercisable at year-end.........  13,591                     13,905                     19,937
                                          ======                    =======                     ======

Available for future grant............    34,903                     34,853                     37,290
                                          ======                    =======                     ======


--------------------

(a)  Options granted during 2001 include options to purchase 1,000,000 shares of
     Conseco common stock at a price of $13.89 per share issued to a former
     Chief Financial Officer, expiring in March 2011. Options granted during
     2000 included: (i) options to purchase 2,000,000 shares of Conseco common
     stock at a price of $5.75 per share issued to the former Chairman and Chief
     Executive Officer, expiring in April 2003; (ii) options to purchase 600,000
     shares of Conseco common stock at a price of $5.75 per share issued to a
     former Chief Financial Officer, expiring in April 2003; and (iii) options
     to purchase 10,000,000 shares of Conseco common stock at a price of $5.875
     per share issued to the new Chief Executive Officer, expiring June 2010.

The following table summarizes information about stock options outstanding at December 31, 2001 (shares in thousands):

                                                      Options outstanding                    Options exercisable
                                            ---------------------------------------------------------------------
                                                            Weighted        Weighted                    Weighted
                                                             average         average                     average
Range of                                      Number        remaining       exercise      Number        exercise
exercise prices                             outstanding  life (in years)      price     exercisable       price
---------------                             -----------  ---------------      -----     -----------       -----


  $1.51-      16.57......................   26,556            7.7           $  6.97        4,884         $8.79
  17.63-      26.19......................    5,616            6.2             23.44        3,333         24.04
  27.19-      30.41......................    1,980           11.6             30.12          805         29.72
  30.81-      45.44.....................     5,300            5.1             35.09        4,221         35.08
  46.71-      51.28.....................       840            6.3             50.64          348         50.56
                                           -------                                        ------

                                            40,292                                        13,591
                                            ======                                        ======
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We apply Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees" and related interpretations in accounting for our stock option plans. Since the amount an employee must pay to acquire the stock is equal to the market price of the stock on the grant date, no compensation cost has been recognized for our stock option plans. Had compensation cost been determined based on the fair value at the grant dates for awards granted after January 1, 1995, consistent with the method of Statement of Financial Accounting Standards No. 123, "Accounting for Stock-Based Compensation", the Company's pro forma net income (loss) and pro forma earnings (loss) per share for the years ended December 31, 2001, 2000 and 1999 would have been as follows:

                                                   2001                           2000                            1999
                                         ----------------------------------------------------------------------------------
                                         As reported     Pro forma   As reported     Pro forma     As reported    Pro forma
                                         -----------     ---------   -----------     ---------     -----------    ---------
                                                            (Dollars in millions, except per share amounts)


Net income (loss).....................   $(405.9)       $(434.1)    $(1,191.2)      $(1,218.3)       $595.0        $559.9
Basic earnings (loss) per share.......     (1.24)         (1.32)        (3.69)          (3.77)         1.83          1.73
Diluted earnings (loss) per share.....     (1.24)         (1.32)        (3.69)          (3.77)         1.79          1.69

We estimated the fair value of each option grant used to determine the pro forma amounts summarized above using the Black-Scholes option valuation model with the following weighted average assumptions for 2001, 2000 and 1999:

                                                     2001 Grants               2000 Grants               1999 Grants
                                                     -----------               -----------               -----------


Weighted average risk-free interest rates......           4.8%                       6.3%                   5.6%
Weighted average dividend yields...............           0.0%                       2.4%                   2.2%
Volatility factors.............................            40%                        40%                    35%
Weighted average expected life.................     6.4 years                  6.1 years                4 years
Weighted average fair value per share..........         $3.04                      $2.84                  $7.34

At December 31, 2001, a total of 118 million shares of common stock were reserved for issuance under stock options, stock bonus and deferred compensation plans, Series F Preferred Stock, warrants to buy 700,000 shares of Conseco common stock for $19.71 per share at anytime through September 29, 2006 and warrants to buy 5,250,000 shares of Conseco common stock for $5.75 at any time through June 2005.
At December 31, 2001, a total of 3.8 million shares of restricted common shares issued pursuant to employment agreements were outstanding. The restrictions on such shares will expire at various times through March 2006.
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A reconciliation of net income (loss) and shares used to calculate basic and diluted earnings per share is as follows:

                                                                                 2001          2000           1999
                                                                                 ----          ----           ----
                                                                           (Dollars in millions and shares in thousands)

Net income (loss):
   Net income (loss)...................................................       $(405.9)     $(1,191.2)         $595.0
   Preferred stock dividends...........................................          12.8           11.0             1.5
                                                                              -------      ---------          ------

     Income (loss) applicable to common ownership for basic
       earnings per share..............................................        (418.7)      (1,202.2)          593.5

   Effect of dilutive securities:
     Preferred stock dividends.........................................           -              -               1.5
                                                                              -------      ---------          -------

     Income (loss) applicable to common ownership and assumed
       conversions for diluted earnings per share......................       $(418.7)     $(1,202.2)         $595.0
                                                                              =======      =========          ======

Shares:
   Weighted average shares outstanding for basic earnings per share....       338,145        325,953         324,635
   Effect of dilutive securities on weighted average shares:
     Stock options.....................................................           -              -             2,231
     Employee benefit plans............................................           -              -             2,064
     PRIDES............................................................           -              -             1,643
     Convertible securities............................................           -              -             1,959
     Forward purchase agreement........................................           -              -               361
                                                                              -------      ---------         -------

       Dilutive potential common shares................................           -              -             8,258
                                                                              -------      ---------         -------

         Weighted average shares outstanding for diluted earnings
           per share...................................................       338,145        325,953         332,893
                                                                              =======        =======         =======

There were no dilutive common stock equivalents during 2001 and 2000 because of the net loss realized by the Company.
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11. OTHER OPERATING STATEMENT DATA:
Insurance policy income consisted of the following:

                                                                                           2001         2000         1999
                                                                                           ----         ----         ----
                                                                                                (Dollars in millions)

Traditional products:
    Direct premiums collected.........................................................  $5,885.1      $6,307.3    $6,377.5
    Reinsurance assumed...............................................................     147.0         305.4       547.8
    Reinsurance ceded.................................................................    (253.7)       (248.3)     (418.6)
                                                                                        --------      --------    --------

          Premiums collected, net of reinsurance......................................   5,778.4       6,364.4     6,506.7
    Change in unearned premiums.......................................................       1.9           1.1        (3.9)
    Less premiums on universal life and products
       without mortality and morbidity risk which are
       recorded as additions to insurance liabilities ................................  (2,267.2)     (2,731.1)   (3,023.3)
                                                                                        --------      --------    --------
          Premiums on traditional products with mortality or morbidity risk,
             recorded as insurance policy income......................................   3,513.1       3,634.4     3,479.5
Fees and surrender charges on interest-sensitive products.............................     552.6         585.9       561.0
                                                                                        --------      --------    --------

          Insurance policy income.....................................................  $4,065.7      $4,220.3    $4,040.5
                                                                                        ========      ========    ========

The five states with the largest shares of 2001 collected premiums were California (9.0 percent), Florida (8.3 percent), Illinois (7.8 percent), Texas (7.3 percent), and Michigan (5.1 percent). No other state accounted for more than 5 percent of total collected premiums.
Other operating costs and expenses were as follows:

                                                                                           2001        2000          1999
                                                                                           ----        ----          ----
                                                                                                (Dollars in millions)


Commission expense..................................................................    $  221.0     $  273.6     $  249.2
Salaries and wages..................................................................       564.1        680.3        542.0
Other...............................................................................       603.9        692.3        562.0
                                                                                        --------     --------     --------

       Total other operating costs and expenses.......................................  $1,389.0     $1,646.2     $1,353.2
                                                                                        ========     ========     ========
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Changes in the cost of policies purchased were as follows:

                                                                                           2001         2000         1999
                                                                                           ----         ----         ----
                                                                                                (Dollars in millions)


Balance, beginning of year............................................................  $1,954.8     $2,258.5    $2,425.2
    Additional acquisition expense on acquired policies...............................      12.5         14.6        17.9
    Amortization......................................................................    (249.9)      (275.4)     (437.2)
    Amounts related to fair value adjustment of actively managed fixed maturities.....     (55.0)       (78.9)      203.3
    Balance sheet reclassification adjustments........................................        -          49.3         -
    Other.............................................................................      (4.6)       (13.3)       49.3
                                                                                        --------     --------    --------

Balance, end of year..................................................................  $1,657.8     $1,954.8    $2,258.5
                                                                                        ========     ========    ========

Based on current conditions and assumptions as to future events on all policies inforce, the Company expects to amortize approximately 13 percent of the December 31, 2001, balance of cost of policies purchased in 2002, 11 percent in 2003, 8 percent in 2004, 10 percent in 2005 and 7 percent in 2006. The discount rates used to determine the amortization of the cost of policies purchased averaged 6 percent in 2001 and averaged 7 percent in 2000 and 1999.
Changes in the cost of policies produced were as follows:

                                                                                           2001         2000         1999
                                                                                           ----         ----         ----
                                                                                                (Dollars in millions)


Balance, beginning of year............................................................  $2,480.5     $2,087.4    $1,453.9
   Additions..........................................................................     654.5        779.7       799.0
   Amortization.......................................................................    (420.5)      (286.8)     (242.1)
   Amounts related to fair value adjustment of actively managed fixed maturities......     (30.7)         7.4        77.4
   Balance sheet reclassification adjustments.........................................       -          (87.9)         -
   Reinsurance and other..............................................................    (113.6)       (19.3)        (.8)
                                                                                        --------     --------    --------

Balance, end of year..................................................................  $2,570.2     $2,480.5    $2,087.4
                                                                                        ========     ========    ========

The Company has previously announced its intent to sell and/or cancel its major medical lines of business. In 2001, the Company began a process of not renewing portions of this business in several unprofitable states in accordance with the contractual terms of the policies. As a result, we determined that approximately $77.4 million of the cost of policies produced and the cost of policies purchased would not be recoverable. Such amount is recorded as amortization in the accompanying statement of operations.
The cost of policies produced and the cost of policies purchased are amortized in relation to the estimated gross profits to be earned over the life of our annuity products. As a result of economic developments, actual experience of our products and changes in our expectations, we changed our investment yield assumptions used in calculating the estimated gross profits to be earned on our annuity products. Such changes resulted in additional amortization of the cost of policies produced and the cost of policies purchased of $35.0 million and $25.6 million in 2001 and 2000, respectively.
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12. CONSOLIDATED STATEMENT OF CASH FLOWS:
The following disclosures supplement our consolidated statement of cash flows:

                                                                                           2001         2000         1999
                                                                                           ----         ----         ----
                                                                                                (Dollars in millions)

Non-cash items not reflected in the investing and financing activities section
   of the consolidated statement of cash flows:
     Issuance of common stock under stock option and employee benefit plans.............  $ 19.7       $  5.8      $  28.2
     Issuance of convertible preferred shares...........................................    12.8          8.4           -
     Value of FELINE PRIDES retired and transferred from minority interest to
       common stock and additional paid-in capital......................................   496.6           -            -
     Issuance of common stock in connection with the acquisition of Exl.................    52.1           -            -
     Decrease in notes payable-direct corporate obligations and increase in other
       liabilities reflecting the estimated fair value of interest rate swap agreements.    13.5           -            -
     Issuance of warrants to Lehman.....................................................      -          48.1           -
     Issuance of warrants to General Electric Company...................................      -          21.0           -
     Tax benefit related to the issuance of common stock under employee benefit plans...      -            -          25.0
     Conversion of preferred stock and convertible debentures into common stock.........      -            -         105.5
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The following reconciles net income (loss) to net cash provided by operating activities:

                                                                                             2001          2000         1999
                                                                                             ----          ----         ----
                                                                                                   (Dollars in millions)

Cash flows from operating activities:
   Net income (loss)...................................................................    $ (405.9)     $(1,191.2)    $  595.0
   Adjustments to reconcile net income (loss) to net cash provided by
     operating activities:
       Interest-only securities investment income......................................       (51.5)        (106.6)      (185.1)
       Cash received from interest-only securities, net................................        14.3          187.6        442.6
       Servicing income................................................................      (115.3)        (108.2)      (165.3)
       Cash received from servicing activities.........................................        71.7          123.8        175.7
       Provision for losses............................................................       733.2          585.7        147.6
       Gain on sale of finance receivables.............................................       (26.9)          (7.5)      (550.6)
       Points and origination fees received............................................         -              -          390.0
       Amortization and depreciation...................................................       848.0          745.9        844.3
       Income taxes....................................................................      (140.7)        (531.1)       191.3
       Insurance liabilities...........................................................       334.4          539.7        516.3
       Accrual and amortization of investment income...................................        80.5          168.5       (578.2)
       Deferral of cost of policies produced and purchased.............................      (667.0)        (794.3)      (816.9)
       Gain on sale of interest in riverboat...........................................      (192.4)           -            -
       Impairment charges..............................................................       386.9          515.7        554.3
       Special charges.................................................................        72.4          483.1         (7.6)
       Cumulative effect of change in accounting.......................................         -             85.2          -
       Minority interest...............................................................       183.9          223.5        204.2
       Net investment losses...........................................................       413.7          358.3        156.2
       Extraordinary (gain) loss on extinguishment of debt.............................       (26.9)           7.7          -
       Other...........................................................................      (187.7)         (80.5)       (40.1)
       Payment of taxes in settlement of prior years...................................         -              -          (85.1)
                                                                                           --------      ---------     --------

         Net cash provided by operating activities.....................................    $1,324.7      $ 1,205.3     $1,788.6
                                                                                           ========      =========     ========

13. STATUTORY INFORMATION:
Statutory accounting practices prescribed or permitted by regulatory authorities for the Company's insurance subsidiaries differ from GAAP. Our insurance subsidiaries reported the following amounts to regulatory agencies, after appropriate elimination of intercompany accounts:

                                                                                                      2001          2000
                                                                                                      ----          ----
                                                                                                    (Dollars in millions)


Statutory capital and surplus....................................................................   $1,678.8     $1,881.8
Asset valuation reserve..........................................................................      105.1        266.8
Interest maintenance reserve.....................................................................      379.3        381.0
                                                                                                    --------     --------

      Total......................................................................................   $2,163.2     $2,529.6
                                                                                                    ========     ========
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The statutory capital and surplus shown above included investments in up-stream affiliates, all of which were eliminated in the consolidated financial statements prepared in accordance with GAAP, as follows:

                                                                                                      2001          2000
                                                                                                      ----          ----
                                                                                                     (Dollars in millions)


Securitization debt issued by special purpose entities and guaranteed by our
   finance subsidiary, all of which was purchased by our insurance subsidiaries
   prior to the
      acquisition of Conseco Finance (a)...........................................................   $ 71.7       $ 72.1
Preferred and common stock of intermediate holding company.........................................    145.9        192.7
Common stock of Conseco (39.8 million shares)......................................................     14.9         44.1
Other..............................................................................................      2.5          2.5
                                                                                                      ------       ------

      Total........................................................................................   $235.0       $311.4
                                                                                                      ======       ======

--------------------

(a)  Total par value, amortized cost and fair value of securities issued by
     special purpose entities which hold loans originated by our finance
     subsidiary (including the securities that are not guaranteed by Conseco
     Finance, and therefore are not considered affiliated investments) were
     $281.9 million, $277.6 million and $243.4 million, respectively.

The statutory net income (loss) of our life insurance subsidiaries was $(109.6) million, $(70.8) million and $181.1 million in 2001, 2000 and 1999, respectively. Included in such net income (loss) are net realized capital gains (losses), net of income taxes, of ($188.0) million, ($200.8) million and $1.2 million in 2001, 2000 and 1999, respectively. In addition, the insurance subsidiaries pay fees and interest to Conseco or its non-life subsidiaries; such amounts totaled $279.2 million, $264.4 million and $274.3 million in 2001, 2000 and 1999, respectively.
State insurance laws generally restrict the ability of insurance companies to pay dividends or make other distributions. In 2002, our insurance subsidiaries may pay dividends to Conseco of $230.8 million without permission from state regulatory authorities. During 2001, our insurance subsidiaries paid dividends to Conseco totaling $192.3 million.
The National Association of Insurance Commissioners adopted codified statutory accounting principles in a process referred to as codification. Such principles are summarized in the Accounting Practices and Procedures Manual. The revised manual was effective January 1, 2001. The domiciliary states of our insurance subsidiaries have adopted the provisions of the revised manual or, with respect to some states, adopted the manual with certain modifications. The revised manual has changed, to some extent, prescribed statutory accounting practices and resulted in changes to the accounting practices that our insurance subsidiaries use to prepare their statutory-basis financial statements. The impact of these changes increased our insurance subsidiaries' statutory-based capital and surplus as of January 1, 2001, by approximately $198 million.
14. BUSINESS SEGMENTS:
We manage our business operations through two segments, based on the products offered in addition to the corporate segment.
Insurance and fee-based segment. Our insurance and fee-based segment provides supplemental health, annuity and life insurance products to a broad spectrum of customers through multiple distribution channels, each focused on a specific market segment. These products are primarily marketed through career agents, professional independent producers and direct marketing. Fee-based activities include services performed for other companies, including: (i) investment management; and (ii) insurance product marketing.
Finance segment. Our finance segment provides a variety of finance products including: loans for the purchase of manufactured housing, home improvements and various consumer products, home equity loans, private label credit card programs, and floorplan financing. These products are primarily marketed through intermediary channels such as dealers, vendors, contractors and retailers.
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Corporate and other segment. Our corporate segment includes certain investment activities, such as our venture capital investment in the wireless communication company, TeleCorp, and, prior to its sale, our ownership interest in the riverboat casino in Lawrenceberg, Indiana. In addition, the corporate segment includes interest expense related to the Company's corporate debt, special corporate charges, income (loss) from the discontinued major medical business and other income and expenses. Corporate expenses are net of charges to our subsidiaries for services provided by the corporate operations.
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Segment operating information was as follows:

                                                                                  2001         2000         1999
                                                                                  ----         ----         ----
                                                                                       (Dollars in millions)

Revenues:
   Insurance and fee-based segment:
     Insurance policy income:
       Annuities............................................................. $   123.6     $  137.5     $   102.5
       Supplemental health...................................................   2,229.9      2,136.6       2,058.1
       Life  ................................................................     833.3        892.8         881.7
       Other.................................................................     126.7        148.1         132.0
     Net investment income (a)...............................................   1,502.3      2,017.7       2,178.3
     Fee and other revenue (a)...............................................     101.1        129.0         111.7
     Net investment losses (a)...............................................    (413.7)      (358.3)       (156.2)
                                                                              ---------     --------     ---------

       Total insurance and fee-based segment revenues........................   4,503.2      5,103.4       5,308.1
                                                                              ---------     --------     ---------

   Finance segment:
     Net investment income:
       Interest-only securities (a)..........................................      51.5        106.6         185.1
       Manufactured housing..................................................     866.8        538.6         101.1
       Mortgage services.....................................................     802.3        672.1         158.7
       Consumer/credit card..................................................     457.9        365.2         199.6
       Commercial............................................................     120.8        261.4         112.3
       Other (a).............................................................      12.4         96.5          75.4
     Gain on sale:
       Securitization transactions:
         Manufactured housing................................................        -            -          307.8
         Mortgage services...................................................        -            -          196.2
         Consumer/credit card................................................        -            -           13.6
         Commercial..........................................................        -            -           27.2
         Other...............................................................        -            -            5.8
       Whole-loan sales......................................................      26.9          7.5            -
     Fee revenue and other income............................................     345.0        369.0         372.7
                                                                              ---------     --------     ---------

       Total finance segment revenues........................................   2,683.6      2,416.9       1,755.5
                                                                              ---------     --------     ---------

   Corporate and other:
     Net investment income...................................................      20.9         51.8          32.3
     Venture capital income (loss) related to investment in TeleCorp.........     (42.9)      (199.5)        354.8
     Gain on sale of interest in riverboat...................................     192.4           -             -
     Revenue from discontinued major medical lines...........................     777.6        946.3         900.4
     Other income............................................................        .9          6.7           6.1
                                                                              ----------    --------     ---------

       Total corporate segment revenues......................................     948.9        805.3       1,293.6
                                                                              ---------     --------     ---------

   Eliminations..............................................................    (27.6)        (29.2)        (21.5)
                                                                              ---------     --------     ---------

       Total revenues........................................................   8,108.1      8,296.4       8,335.7
                                                                               --------     --------     ---------

Expenses:
   Insurance and fee-based segment:
     Insurance policy benefits...............................................   2,863.7      3,313.5       3,156.5
     Amortization............................................................     698.7        673.9         607.9
     Interest expense on investment borrowings...............................      33.8         18.6          57.9
     Other operating costs and expenses......................................     584.0        689.9         567.2
     Special charges.........................................................      21.5           -             -
                                                                              ---------     --------     ---------

       Total insurance and fee-based segment expenses........................   4,201.7      4,695.9       4,389.5
                                                                                -------     --------     ---------

(continued on following page)
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                                                                                  2001         2000         1999
                                                                                  ----         ----         ----
                                                                                       (Dollars in millions)
                                                                                    (continued from previous page)

   Finance segment:
     Provision for losses....................................................     563.6        354.2         128.7
     Interest expense........................................................   1,234.4      1,152.4         341.3
     Special charges.........................................................      21.5        394.3           -
     Impairment charges......................................................     386.9        515.7         554.3
     Other operating costs and expenses......................................     642.4        753.5         697.2
                                                                               --------    ---------      --------

       Total finance segment expenses........................................   2,848.8      3,170.1       1,721.5
                                                                               --------    ---------      --------

Corporate and other:
   Interest expense on corporate debt........................................     362.3        310.7         182.8
   Provision for losses......................................................     169.6        231.5          18.9
   Expenses from discontinued major medical lines............................     908.0        997.6         862.1
   Special charges and other corporate expenses, less charges to
     subsidiaries for services provided......................................      64.7        281.6          31.5
                                                                               --------    ---------      --------

       Total corporate segment expenses......................................   1,504.6      1,821.4       1,095.3
                                                                               --------    ---------      --------

   Eliminations..............................................................     (27.6)       (29.2)        (21.5)
                                                                               --------    ---------      --------

       Total expenses........................................................   8,527.5      9,658.2       7,184.8
                                                                               --------    ---------      --------

Income (loss) before income taxes, minority interest and extraordinary gain
   (loss):
     Insurance and fee-based operations......................................     301.5        407.5         918.6
     Finance operations......................................................    (165.2)      (753.2)         34.0
     Corporate interest and other expenses...................................    (555.7)    (1,016.1)        198.3
                                                                               --------    ---------      --------

       Income (loss) before income taxes, minority interest,
         extraordinary gain (loss) and cumulative
         effect of accounting change.........................................  $ (419.4)   $(1,361.8)     $1,150.9
                                                                               ========    =========      ========

Segment balance sheet information was as follows:

                                                                                    2001          2000
                                                                                    ----          ----
                                                                                  (Dollars in millions)

Assets:
   Insurance and fee-based.................................................        $38,768.2    $37,274.7
   Finance.................................................................         22,228.0     20,838.0
   Corporate...............................................................         11,740.0     12,641.5
   Eliminate intercompany amounts..........................................        (11,343.9)   (12,165.0)
                                                                                   ---------    ---------

        Total assets.......................................................        $61,392.3    $58,589.2
                                                                                   =========    =========

Liabilities:
   Insurance and fee-based.................................................        $30,128.5    $28,439.6
   Finance.................................................................         20,278.5     18,748.8
   Corporate...............................................................          5,072.5      5,863.2
   Eliminate intercompany amounts..........................................           (754.7)    (1,240.7)
                                                                                   ---------    ---------

        Total liabilities..................................................        $54,724.8    $51,810.9
                                                                                   =========    =========
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(a)  It is not practicable to provide additional components of revenue by
     product or services.

15. QUARTERLY FINANCIAL DATA (UNAUDITED):
We compute earnings per common share for each quarter independently of earnings per share for the year. The sum of the quarterly earnings per share may not equal the earnings per share for the year because of: (i) transactions affecting the weighted average number of shares outstanding in each quarter; and
(ii) the uneven distribution of earnings during the year.

                                                                  1st Qtr.(a)        2nd Qtr.(a)   3rd Qtr.(a)  4th Qtr.(a)
                                                                  -----------        -----------   -----------  -----------
                                                                        (Dollars in millions, except per share data)


2001
   Revenues......................................................   $2,136.6        $2,143.4          $1,786.2       $2,041.9
   Income (loss) before income taxes, minority interest and
     extraordinary gain (loss) on extinguishment of debt.........      174.3            39.4            (565.6)         (67.5)
   Net income (loss).............................................       84.1           (25.7)           (407.5)         (56.8)

   Net income (loss) per common share:
     Basic:
       Income (loss) before extraordinary gain (loss) on
          extinguishment of debt.................................       $.24           $(.08)           $(1.21)         $(.23)
       Extraordinary gain (loss).................................        -              (.01)              -              .06
                                                                        ----           -----            ------          -----

          Net income (loss)......................................       $.24           $(.09)           $(1.21)         $(.17)
                                                                        ====           =====            ======          =====


     Diluted:
       Income (loss) before extraordinary gain (loss) on
          extinguishment of debt.................................       $.23           $(.08)           $(1.21)         $(.23)
       Extraordinary gain (loss).................................        -              (.01)              -              .06
                                                                        ----           -----            ------          -----

          Net income (loss)......................................       $.23           $(.09)           $(1.21)         $(.17)
                                                                        ====           =====            ======          =====
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                                                                           1st Qtr.(b) 2nd Qtr.(b)  3rd Qtr.(b)  4th Qtr.(b)
                                                                           ----------- -----------  -----------  -----------
                                                                             (Dollars in millions, except per share  data)


2000
   Revenues................................................................. $2,205.9    $1,965.2     $1,955.3     $2,170.0
   Income (loss) before income taxes, minority interest, extraordinary
     charge and cumulative effect of accounting change .....................    191.8      (477.2)      (571.6)      (504.8)
   Net income (loss)........................................................     77.4      (404.7)      (487.3)      (376.6)

   Net income (loss) per common share:
     Basic:
       Income (loss) before extraordinary charge and cumulative effect
          of accounting change .............................................     $.22      $(1.25)      $(1.32)      $(1.16)
       Extraordinary charge.................................................      -           -           (.01)         -
       Cumulative effect of accounting change...............................      -           -           (.17)         -
                                                                                 ----      ------       ------       ------

          Net income (loss).................................................     $.22      $(1.25)      $(1.50)      $(1.16)
                                                                                 ====      ======       ======       ======
     Diluted:
       Income (loss) before extraordinary charge and cumulative effect
          of accounting change..............................................     $.22      $(1.25)      $(1.32)      $(1.16)
       Extraordinary charge.................................................       -           -          (.01)         -
       Cumulative effect of accounting change...............................       -           -          (.17)         -
                                                                                 ----      ------       ------       ------

          Net income (loss).................................................     $.22      $(1.25)      $(1.50)      $(1.16)
                                                                                 ====      ======       ======       ======


--------------------

(a)  Included in the first, second, third and fourth quarters of 2001 are the
     following items:

                                                                                    2001
                                                              ------------------------------------------------
                                                              1st Qtr.      2nd Qtr.     3rd Qtr.     4th Qtr.
                                                              --------      --------     --------     --------
                                                                            (Dollars in millions)

       Impairment charges:
         Before tax.........................................     $ 7.9        $33.8       $345.2       $   -
         After tax..........................................       5.0         20.9        224.4           -

       Special charges:
         Before tax.........................................      39.6         91.2         52.1         31.4
         After tax..........................................      10.0         59.2         33.9         20.4

       Provision for losses related to loan guarantees:
         Before tax.........................................        -            -          59.6        110.0
         After tax..........................................        -            -          38.7         71.5

       Venture capital (income) loss, net of amortization
         and expenses:
           Before tax.......................................     (26.9)        32.0        (69.6)        41.1
           After tax........................................     (17.5)        20.8        (45.2)        26.7
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(b)  Included in the first, second, third and fourth quarters of 2000 are the
     following items:

                                                                             2000
                                                       1st Qtr.      2nd Qtr.     3rd Qtr.     4th Qtr.
                                                       --------      --------     --------     --------
                                                                         (Dollars in millions)

Impairment charges:
  Before tax.........................................     $ 2.5       $  9.6       $205.0       $298.6
  After tax..........................................       1.6          6.0        129.2        188.1

Special charges:
  Before tax.........................................       -          327.2        253.3        118.8
  After tax..........................................       -          254.0        178.7         85.6

Provision for losses related to loan guarantees:
  Before tax.........................................      23.4         68.6         19.5        120.0
  After tax..........................................      14.7         44.6         12.7         78.0

Venture capital (income) loss, net of amortization
  and expenses:
    Before tax.......................................     (76.1)        75.5        165.5        (12.0)
    After tax........................................     (47.9)        47.5        107.6         (7.8)

16. SUBSEQUENT EVENTS:
Public Debt Exchange Offer
On March 18, 2002, Conseco offered to exchange up to $2.54 billion aggregate principal amount of newly issued notes for our outstanding senior unsecured notes held by "qualified institutional buyers," institutional "accredited investors", or non-U.S. persons in transactions outside the United States. The bonds to be exchanged will have identical principal amounts, but the new bonds would have extended maturities in exchange for an enhanced ranking in the Company's capital structure.
Specifically, we are offering the following exchange:
$1,000 principal amount of new 8.5% Guaranteed Senior Notes due October 2003 for each $1,000 principal amount of 8.5% Senior Notes due October 2002;
$1,000 principal amount of new 6.4% Guaranteed Senior Notes due February 2004 for each $1,000 principal amount of 6.4% Senior Notes due February 2003;
$1,000 principal amount of new 8.75% Guaranteed Senior Notes due August 2006 for each $1,000 principal amount of 8.75% Senior Notes due February 2004;
$1,000 principal amount of new 6.8% Guaranteed Senior Notes due June 2007 for each $1,000 principal amount of 6.8% Senior Notes due June 2005;
$1,000 principal amount of new 9% Guaranteed Senior Notes due April 2008 for each $1,000 principal amount of 9% Senior Notes due October 2006; and
$1,000 principal amount of new 10.75% Guaranteed Senior Notes due June 2009 for each $1,000 principal amount of 10.75% Senior Notes due June 2008.
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The purpose of the exchange offer is to extend the maturity profile of the existing notes in order to improve our financial flexibility and to enhance our future ability to refinance public debt.
The new notes will be guaranteed on a senior subordinated basis by CIHC, Incorporated, the holding company of our principal operating subsidiaries, including the subsidiaries that engage in our insurance and finance businesses. As a result, the new notes will be structurally senior to the existing notes.
The existing notes consist of $2,540.3 million aggregate principal amount of senior unsecured notes with outstanding balances as follows (dollars in millions):

8.5% Senior Notes due 2002                  $302.3
6.4% Senior Notes due 2003                  $250.0
8.75% Senior Notes due 2004                 $788.0
6.8% Senior Notes due 2005                  $250.0
9% Senior Notes due 2006                    $550.0
10.75% Senior Notes due 2008                $400.0

The new notes will not, upon issuance, be registered under the Securities Act of 1933, as amended, and may not be offered or sold in the United States absent registration or an exemption from registration. However, we will enter into a registration rights agreement for the benefit of each exchange participant in which we will agree to file an exchange offer registration statement with the SEC with respect to the new notes.
Modifications to Borrowing Agreements - Finance Operations
In the first quarter of 2002, we entered into various transactions with Lehman and its affiliates pursuant to which Lehman extended the terms of Conseco Finance's: (a) warehouse line from September 2002 to September 2003, (b) borrowings with respect to approximately $90 million of miscellaneous assets
("Miscellaneous Borrowings") from January 31, 2002 to June 2003, and (c)
residual line from February 2003 to February 2004 under which financing is being provided on our interest-only securities, servicing rights and retained interests in other subordinated securities issued by the securitization trusts. We agreed to an amortization schedule by which the outstanding balance under the Miscellaneous Borrowings is required to be repaid by June 2003. We also entered into a revised agreement governing the movement of cash from Conseco Finance to the parent company. Conseco Finance and Lehman have agreed to amend the agreement such that Conseco Finance must maintain liquidity (cash and available borrowings, as defined) of at least (i) $50 million until March 31, 2003; and
(ii) $100 million from and after April 1, 2003. However, Conseco Finance no longer must meet a minimum liquidity requirement of $250 million before making interest, principal, dividend or redemption payments to the parent company.
Pursuant to the new arrangements, Lehman may exchange their existing Warrant to purchase 5 percent of the common stock of Conseco Finance until May 2003 and receive in its place 500,000 shares of Series G Convertible Redeemable Preferred Stock of Conseco (the "Series G Preferred Stock") at a $100 stated value per share, having the following general terms:
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(a) No dividend;
(b) Convertible to Conseco common stock at $10 per share;
(c) Voting rights on an as converted basis;
(d) Mandatorily redeemable by Conseco in January 2012 at the stated value;
(e) Pari passu with the Series F Preferred Stock if, and only if, a majority of the holders of Conseco's Series E Preferred Stock and Series F Preferred Stock consent, and otherwise pari passu with the Series E Preferred Stock and junior to the Series F Preferred Stock; and
(f) The right to cause Conseco to register the Series G Preferred Stock within one year after electing to surrender the Warrant in exchange for the Series G Preferred Stock.
Tender Offers to Purchase Outstanding Debt
In March 2002, Conseco Finance completed a tender offer pursuant to which it purchased $75.8 million par value of its senior subordinated notes due June 2002. The purchase price was equal to 100 percent of the principal amount of the notes plus accrued interest. The remaining principal amount outstanding of the senior subordinated notes after giving effect to the tender offer and other debt repurchases completed prior to the tender offer is $34.7 million. Also, during the first quarter of 2002, Conseco Finance announced it was tendering for all its remaining public debt - $167 million due in September 2002 and $4 million due in April 2003. (Such amounts reflect all 2002 debt repurchases completed prior to announcing the tender offer). Such offer expires on April 12, 2002. The tender offer price is equal to 100 percent of the principal amount of the notes plus accrued interest.
Market for Repossessed Manufactured Homes
On January 2, 2002, GreenPoint Financial Corp. ("GreenPoint"), a competitor of Conseco Finance, announced its intention to cease the origination of loans secured by manufactured homes. In conjunction with this announcement, GreenPoint indicated its objective to quickly liquidate its repossessed inventory at below market prices in the wholesale market. This announcement may have a significant impact on the wholesale market for manufactured homes through which the company generally sells 30 percent of its manufactured housing repossessed inventory. We believe that our net recovery is maximized through a retail (resale either through Company owned sales lots or our dealer network) exit strategy. We generally liquidate approximately 70 percent of our repossessed units through the retail channel; thus, we are much less reliant on the wholesale channel.
Modifications to Bank Credit Facility
In the first quarter of 2002, we amended the credit agreements related to our $1.5 billion bank credit facility including the changes described below:
(i) Financial covenants in the credit agreements require us to maintain various financial ratios and balances. These requirements were relaxed in the amended agreement. In addition, such agreements were amended so that any charges taken to write off goodwill to the extent required by SFAS 142 will be excluded from the various financial ratios and covenants that we are required to meet or maintain. See note 7 to the consolidated financial statements for further information on such ratios and covenants.
(ii) The manner in which the proceeds from certain asset sales and refinancing transactions will be used was changed to allow us to make payments on our 2002 obligations prior to making any principal payments under the bank credit agreements. The first $352 million of such proceeds may be retained by the Company and will be available to be used to meet our other debt obligations. The next $313 million will be applied pro rata to the principal payments on the bank credit facility and to a segregated cash account to be held as collateral for our guarantee of certain bank loans to current and former directors, officers and key employees (the "D&O loans"). The next $250 million will be divided equally between the Company and to pay pro rata the principal payments on the bank credit facility and the D&O loans. Proceeds in excess of $915 million and all proceeds during the period December 31, 2003 through March 31, 2004, will be divided as follows: (i) 25 percent to be retained by the Company; and
(ii) 75 percent to pay pro rata the principal
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payments on the bank credit facility and the D&O loans.
Reinsurance Agreements
In the first quarter of 2002, we completed a reinsurance agreement pursuant to which we are ceding 80 percent of the inforce traditional life business of our subsidiary, Bankers Life & Casualty Company, to Reassure America Life Insurance Company (rated A++ by A.M. Best). The total insurance liabilities ceded pursuant to the contract are approximately $400 million. The reinsurance agreement and the related dividends of $110.5 million have been approved by the appropriate state insurance departments and will be paid to the parent company. The ceding commission approximated the amount of the cost of policies purchased and cost of policies produced related to the ceded business.
We have also entered into a reinsurance agreement pursuant to which we are ceding 100 percent of the traditional life and interest-sensitive life insurance business of our subsidiary, Conseco Variable Insurance Company, to Protective Life Insurance Company (rated A+ by A.M. Best). The total insurance liabilities ceded pursuant to the contract are approximately $470 million. The agreement is subject to regulatory approval. Upon receipt of all regulatory approvals, our insurance subsidiary will receive a ceding commission of $49.5 million. The ceding commission approximated the amount of the cost of policies purchased and the cost of policies produced related to the ceded business.
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ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
PART III
The information required by Part III is hereby incorporated by reference from the Registrant's definitive proxy statement to be filed with the Commission pursuant to Regulation 14A within 120 days after December 31, 2001 except that the information required by Item 10 regarding Executive Officers is included herein under a separate caption at the end of Part I.
PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM
8-K.
(a) 1. Financial Statements. See Index to Consolidated Financial Statements on page 75 for a list of financial statements included in this Report.
2. Financial Statement Schedules. The following financial statement schedules are included as part of this Report immediately following the signature page:
Schedule II -- Condensed Financial Information of Registrant
 (Parent Company)
Schedule IV -- Reinsurance
All other schedules are omitted, either because they are not applicable, not required, or because the information they contain is included elsewhere in the consolidated financial statements or notes.
3. Exhibits. See Exhibit Index immediately preceding the Exhibits filed with this report
(b) Reports on Form 8-K
A report on Form 8-K dated October 2, 2001, was filed with the Commission to report under Item 5, a memorandum issued by the Registrant's Chairman and Chief Executive Officer to the Company's shareholders and other interested parties summarizing information about the Company.
A report on Form 8-K dated October 30, 2001, was filed with the Commission to report under Item 5, a memorandum issued by the Registrant's Chairman and Chief Executive Officer to the Company's shareholders and other interested parties summarizing information about the Company.
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SIGNATURES
Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, this 29th day of March, 2002.
CONSECO, INC.

By: /s/ WILLIAM J. SHEA
   ------------------------------------
       William J. Shea, President, Chief
         Operating Officer and Acting Chief
         Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated:

Signature                                        Title (Capacity)                                Date
---------                                        ----------------                                ----



/s/ GARY C. WENDT                                Chairman of the Board,                          March 29, 2002
--------------------------------
Gary C. Wendt                                    Chief Executive Officer and
                                                 Director (Principal Executive
                                                 Officer)

/s/ WILLIAM J. SHEA                              President, Chief Operating Officer              March 29, 2002
---------------------------------                and Acting Chief Financial Officer
William J. Shea                                  (Principal Financial Officer)


/s/ JAMES S. ADAMS                               Senior Vice President, Chief                    March 29, 2002
---------------------------------                Accounting Officer and Treasurer
James S. Adams                                   (Principal Accounting Officer)


/s/ LAWRENCE M. COSS                             Director                                        March 29, 2002
-----------------------------
Lawrence M. Coss

/s/ THOMAS M. HAGERTY                            Director                                        March 29, 2002
---------------------------
Thomas M. Hagerty

/s/ M. PHIL HATHAWAY                             Director                                        March 29, 2002
-----------------------------
M. Phil Hathaway

/s/ JOHN M. MUTZ                                 Director                                        March 29, 2002
----------------------------------
John M. Mutz

/s/ ROBERT S. NICKOLOFF                          Director                                        March 29, 2002
----------------------------
Robert S. Nickoloff

/s/ DAVID V. HARKINS                             Director                                        March 29, 2002
-------------------------------
David V. Harkins

/s/ JULIO A. BAREA                               Director                                        March 29, 2002
-----------------------------------
Julio A. Barea

/s/ CAROL BELLAMY                                Director                                        March 29, 2002
--------------------------------
Carol Bellamy

/s/ SAMME THOMPSON                               Director                                        March 29, 2002
------------------------------
Samme Thompson
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REPORT OF INDEPENDENT ACCOUNTANTS
ON FINANCIAL STATEMENT SCHEDULES
To the Shareholders and
Board of Directors
Conseco, Inc.
Our report on the consolidated financial statements of Conseco, Inc. and subsidiaries is included on page 76 of this Form 10-K. In connection with our audits of such financial statements, we have also audited the related financial statement schedules listed in the index on page 154 of this Form 10-K. In our opinion, the financial statement schedules referred to above, present fairly, in all material respects, the information set forth therein when read in conjunction with the related consolidated financial statements.
As discussed in note 1 to the consolidated financial statements, the Company adopted EITF Issue No. 99-20, "Recognition of Interest Income and Impairment on Purchased and Retained Beneficial Interests in Securitized Financial Assets" in 2000.

                                        /s/ PricewaterhouseCoopers LLP
                                       -----------------------------------
                                            PricewaterhouseCoopers LLP




Indianapolis, Indiana
March 29, 2002
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Condensed Financial Information of Registrant (Parent Company) Balance Sheet as of December 31, 2001 and 2000

(Dollars in millions)
ASSETS

                                                                                                  2001           2000
                                                                                                  ----           ----


Cash and cash equivalents.................................................................      $   152.2   $    294.0
Cash held in segregated accounts for the payment of debt..................................           54.7         81.9
Other invested assets.....................................................................           15.3        102.5
Investment in wholly owned subsidiaries (eliminated in consolidation).....................        9,528.5      9,825.7
Notes receivable from Conseco Finance (eliminated in consolidation).......................          249.5        786.7
Receivable from subsidiaries (eliminated in consolidation)................................        1,207.9      1,202.7
Income tax assets.........................................................................          521.2        301.4
Other assets..............................................................................           10.7         46.6
                                                                                                ---------    ---------

          Total assets....................................................................      $11,740.0    $12,641.5
                                                                                                =========    =========

                      LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
    Notes payable and commercial paper....................................................      $ 4,087.6    $ 5,055.0
    Notes payable to subsidiaries (eliminated in consolidation)...........................          353.5        353.5
    Payable to subsidiaries (eliminated in consolidation).................................           41.9         58.2
    Other liabilities.....................................................................          589.5        396.5
                                                                                                ---------    ---------

          Total liabilities...............................................................        5,072.5      5,863.2
                                                                                                ---------    ---------

Company-obligated mandatorily redeemable preferred securities of subsidiary trusts........        1,914.5      2,403.9

Shareholders' equity:
    Preferred stock.......................................................................          499.6        486.8
    Common stock and additional paid-in capital (no par value, 1,000,000,000
       shares authorized, shares issued and outstanding: 2001 - 344,743,196;
        2000 - 325,318,457) ..............................................................        3,484.3      2,911.8
    Accumulated other comprehensive loss..................................................         (439.0)      (651.0)
    Retained earnings.....................................................................        1,208.1      1,626.8
                                                                                                ---------    ---------

          Total shareholders' equity......................................................        4,753.0      4,374.4
                                                                                                ---------    ---------

          Total liabilities and shareholders' equity......................................      $11,740.0    $12,641.5
                                                                                                =========    =========

The accompanying notes are an integral part of the condensed financial information.
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Condensed Financial Information of Registrant (Parent Company) Statement of Operations for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)


                                                                                        2001          2000         1999
                                                                                        ----          ----         ----

Revenues:
   Net investment income..........................................................     $ 29.9    $    77.3       $  65.6
   Dividends from subsidiaries (eliminated in consolidation)......................      216.3        178.0         294.7
   Fee and interest income from subsidiaries (eliminated in consolidation)........      170.2        347.3         242.3
   Net investment losses..........................................................      (53.5)       (66.8)         (5.4)
   Gain on sale of interest in riverboat..........................................      192.4          -              -
   Other income...................................................................        1.6          7.6           7.5
                                                                                       ------    ---------       -------

       Total revenues.............................................................      556.9        543.4         604.7
                                                                                       ------    ---------       -------

Expenses:
   Interest expense on notes payable..............................................      369.5        438.4         249.1
   Provision for loss.............................................................      169.6        231.5          18.9
   Intercompany expenses (eliminated in consolidation)............................       21.0         28.0          39.4
   Operating costs and expenses...................................................       53.8         37.0          33.2
   Special charges................................................................       49.6        281.6            -
                                                                                       ------    ---------       -------

       Total expenses.............................................................      663.5      1,016.5         340.6
                                                                                       ------    ---------       -------

       Income (loss) before income taxes, equity in undistributed earnings of
         subsidiaries, distributions on Company-obligated mandatorily redeemable
         preferred securities of subsidiary trusts, extraordinary gain (loss)
         and
         cumulative effect of accounting change...................................     (106.6)      (473.1)        264.1

Income tax benefit................................................................     (115.6)      (185.7)         (5.2)
                                                                                       ------    ---------       -------

       Income (loss) before equity in undistributed earnings of subsidiaries,
         distributions on Company-obligated mandatorily redeemable preferred
         securities of subsidiary trusts, extraordinary gain (loss) and
         cumulative
         effect of accounting change..............................................        9.0       (287.4)        269.3

Equity in undistributed earnings (loss) of subsidiaries before extraordinary
   gain (loss) and cumulative effect of accounting change (eliminated in
   consolidation).................................................................     (312.6)      (698.2)        458.5
                                                                                       ------    ---------        ------

       Income (loss) before distributions on Company-obligated mandatorily
         preferred securities of subsidiary trusts, extraordinary gain (loss)
         and cumulative effect of accounting change...............................     (303.6)      (985.6)        727.8

Distributions on Company-obligated mandatorily redeemable preferred securities
   of subsidiary trusts...........................................................      119.5        145.3         132.8
                                                                                       ------    ---------        ------

       Income (loss) before extraordinary gain (loss) and cumulative effect
         of accounting change.....................................................     (423.1)    (1,130.9)        595.0

Extraordinary gain (loss) on extinguishment of debt, net of income taxes:
   Parent company.................................................................       11.1         (5.0)           -
   Subsidiary.....................................................................        6.1           -             -
Cumulative effect of accounting change, net of income taxes, of subsidiaries.......         -         (55.3)           -
                                                                                      -------    ---------        ------

       Net income (loss)..........................................................     (405.9)    (1,191.2)        595.0

Preferred stock dividends.........................................................       12.8         11.0           1.5
                                                                                      -------    ---------        ------

       Earnings (loss) applicable to common stock.................................    $(418.7)   $(1,202.2)       $593.5
                                                                                      =======    =========        ======

The accompanying notes are an integral part of the condensed financial information.
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Condensed Financial Information of Registrant (Parent Company)
Statement of Cash Flows
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)


                                                                                           2001         2000         1999
                                                                                           ----         ----         ----

Cash flows from operating activities:
     Net income (loss)..............................................................     $(405.9)   $(1,191.2)    $  595.0
     Adjustments to reconcile net income to net cash
       provided by operating activities:
         Equity in undistributed earnings of consolidated subsidiaries *............       312.6        698.2       (458.5)
         Provision for loss on loan guarantees......................................       169.6        231.5         18.9
         Net investment losses......................................................        53.5         66.8          5.4
         Income taxes ..............................................................       (80.1)      (351.7)       (81.5)
         Extraordinary charge on extinguishment of debt.............................       (26.9)         7.7           -
         Cumulative effect of change in accouting...................................         -           85.2           -
         Distributions on Company-obligated mandatorily redeemable preferred
           securities of subsidiary trusts..........................................       183.9        223.5        204.2
         Special charges............................................................        41.9        112.1           -
         Gain on sale of interest in riverboat......................................      (192.4)         -             -
         Other......................................................................        71.8        (19.9)         (.7)
                                                                                        --------    ---------     --------

         Net cash provided (used) by operating activities...........................       128.0       (137.8)       282.8
                                                                                        --------    ---------     --------

Cash flows from investing activities:
   Sales and maturities of investments..............................................       375.9        228.2        187.9
   Investments and advances to consolidated subsidiaries *..........................          -      (1,427.2)    (1,806.3)
   Purchases of investments.........................................................       (50.1)      (220.0)      (203.3)
   Payments from subsidiaries *.....................................................       535.9      2,218.0         62.1
                                                                                        --------    ---------     --------

         Net cash provided (used) by investing activities...........................       861.7        799.0     (1,759.6)
                                                                                        --------    ---------     --------

Cash flows from financing activities:
   Issuance of common and convertible preferred shares..............................         4.1           .8        588.4
   Issuance of Company-obligated mandatorily redeemable preferred securities
     of subsidiary trusts...........................................................          -            -         534.3
   Repurchase of Company-obligated mandatorily redeemable preferred
     securities of subsidiary trusts................................................          -        (250.0)          -
   Issuance of notes payable and commercial paper...................................       410.8      3,537.2      4,090.2
   Payments on notes payable........................................................    (1,349.4)    (3,114.6)    (3,279.0)
   Payments on notes payable to affiliates *........................................          -          (3.1)          -
   Payments to repurchase equity securities of Conseco, Inc.........................          -        (102.6)       (29.5)
   Dividends to subsidiaries *......................................................       (43.0)       (52.8)       (66.0)
   Dividends and distributions on Company-obligated mandatorily redeemable
     preferred securities of subsidiary trusts......................................      (181.2)      (302.1)      (379.4)
                                                                                        --------    ---------     --------

         Net cash provided (used) by financing activities...........................    (1,158.7)      (287.2)     1,459.0
                                                                                        --------    ---------     --------

         Net increase (decrease) in cash and cash equivalents.......................      (169.0)       374.0        (17.8)

   Cash and cash equivalents, beginning of year.....................................       375.9          1.9         19.7
                                                                                        --------    ---------     --------

   Cash and cash equivalents, end of year...........................................    $  206.9    $   375.9     $    1.9
                                                                                        ========    =========     ========

*    Eliminated in consolidation

The accompanying notes are an integral part of the condensed financial information.
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1. Basis of Presentation
The condensed financial information should be read in conjunction with the consolidated financial statements of Conseco, Inc. ("Conseco"). The condensed financial information includes the accounts and activity of the parent company and its wholly owned non-insurance subsidiaries which act as the holding companies for the Company's life insurance subsidiaries.
2. Condensed Consolidating Financial Information
The obligations under our current bank credit facilities, which had a principal balance of $1,493.3 million at December 31, 2001, are guaranteed by CIHC, Incorporated, ("CIHC") a wholly owned subsidiary of Conseco, and the ultimate holding company for Conseco's principal operating subsidiaries. In addition, CIHC has guaranteed up to $250 million of debt of Conseco Finance Corp. ("Conseco Finance"), and up to $545.4 million of bank loans to certain of our current and former directors, officers and key employees which were used to purchase shares of our common stock.
As described in note 16 to the consolidated financial statements of Conseco, Conseco has offered to exchange up to $2.54 billion aggregate principal amount of newly issued notes for outstanding senior unsecured notes held by "qualified institutional buyers," institutional "accredited investors," or non U.S. persons in transactions outside the United States. The notes to be exchanged would have identical principal amounts, but the notes would have extended maturities and would be guaranteed on a senior subordinated basis by CIHC. Such guarantee would be subordinated to the guarantees of CIHC summarized in the preceding paragraph. The guarantee would be on parity with CIHC's senior subordinated debt including a $177.4 million note to CFIHC, Inc. and a $353.5 million note to Conseco Finance. Both CFIHC, Inc. and Conseco Finance are subsidiaries of CIHC.
The following condensed consolidating financial information as of December 31, 2001 and 2000, and for the three years ended December 31, 2001, summarizes the accounts of CIHC, Conseco and other holding companies which comprise the parent company. Such condensed consolidating financial information should be read in conjunction with the consolidated financial statements of Conseco.
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Condensed Consolidating Financial Information of Registrant (Parent Company)
Balance Sheet
as of December 31, 2001
(Dollars in millions)
ASSETS

                                                                                        Conseco, Inc.                 Total
                                                                          CIHC,           and other              Conseco, Inc.
                                                                      Incorporated         holding                  (parent
                                                                    (holding company)     companies  Eliminations   company)
                                                                    -----------------     ---------  ------------   --------



Cash and cash equivalents.........................................     $     1.0      $   151.2     $       -       $   152.2
Cash held in segregated accounts for the payment of debt..........            -            54.7             -            54.7
Other invested assets.............................................           3.5           11.8             -            15.3
Investment in wholly owned subsidiaries
    (eliminated in consolidation).................................      10,240.6       10,166.6      (10,878.7)       9,528.5
Notes receivable from Conseco Finance (eliminated in consolidation)        249.5             -              -           249.5
Receivable from subsidiaries (eliminated in consolidation)........       1,390.9        1,754.8       (1,937.8)       1,207.9
Income taxes......................................................        (210.8)         648.8           83.2          521.2
Other assets......................................................           1.0            9.7             -            10.7
                                                                       ---------      ---------     ----------      ---------

          Total assets............................................     $11,675.7      $12,797.6     $(12,733.3)     $11,740.0
                                                                       =========      =========     ==========      =========



                      LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
    Notes payable.................................................     $      -       $ 4,087.6     $       -       $ 4,087.6
    Notes payable to subsidiaries (eliminated in consolidation)...       1,279.8           77.0       (1,003.3)         353.5
    Payable to subsidiaries (eliminated in consolidation).........         168.4          163.7         (290.2)          41.9
    Other liabilities.............................................          35.7          553.8             -           589.5
                                                                       ---------      ---------     ----------      ---------

          Total liabilities.......................................       1,483.9        4,882.1       (1,293.5)       5,072.5
                                                                       ---------      ---------     ----------      ---------

Company-obligated mandatorily redeemable preferred securities
     of subsidiary trusts.........................................            -         1,914.5            -          1,914.5

Shareholders' equity:
    Preferred stock...............................................         250.8        1,399.6       (1,150.8)         499.6
    Common stock and additional paid-in capital...................       8,763.4        3,789.0       (9,068.1)       3,484.3
    Accumulated other comprehensive loss..........................        (478.2)        (438.9)         478.1         (439.0)
    Retained earnings.............................................       1,655.8        1,251.3       (1,699.0)       1,208.1
                                                                       ---------      ---------     ----------      ---------

          Total shareholders' equity..............................      10,191.8        6,001.0      (11,439.8)       4,753.0
                                                                       ---------      ---------     ----------      ---------

          Total liabilities and shareholders' equity..............     $11,675.7      $12,797.6     $(12,733.3)     $11,740.0
                                                                       =========      =========     ==========      =========
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Condensed Consolidating Financial Information of Registrant (Parent Company)
Balance Sheet
as of December 31, 2000
(Dollars in millions)
ASSETS

                                                                                        Conseco, Inc.                 Total
                                                                          CIHC,           and other              Conseco, Inc.
                                                                      Incorporated         holding                  (parent
                                                                    (holding company)     companies  Eliminations   company)
                                                                    -----------------     ---------  ------------   --------



Cash and cash equivalents.........................................     $     -        $   294.0     $      -        $   294.0
Cash held in segregated accounts for the payment of debt..........           -             81.9            -             81.9
Other invested assets.............................................            .4          102.1            -            102.5
Investment in wholly owned subsidiaries
    (eliminated in consolidation).................................      10,345.0        9,970.9      (10,490.2)       9,825.7
Notes receivable from Conseco Finance (eliminated in consolidation)        786.7            -              -            786.7
Receivable from subsidiaries (eliminated in consolidation)........       1,468.4        2,597.6       (2,863.3)       1,202.7
Income taxes......................................................        (202.6)         535.7          (31.7)         301.4
Other assets......................................................           2.5           44.1            -             46.6
                                                                       ---------      ---------     ----------      ---------

          Total assets............................................     $12,400.4      $13,626.3     $(13,385.2)     $12,641.5
                                                                       =========      =========     ==========      =========

                      LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
    Notes payable.................................................     $      -       $ 5,055.0     $       -       $ 5,055.0
    Notes payable to subsidiaries (eliminated in consolidation)...       2,215.6           75.0       (1,937.1)         353.5
    Payable to subsidiaries (eliminated in consolidation).........         128.3          174.6         (244.7)          58.2
    Other liabilities.............................................          39.6          356.9            -            396.5
                                                                       ---------      ---------     ----------      ---------

          Total liabilities.......................................       2,383.5        5,661.5       (2,181.8)       5,863.2
                                                                       ---------      ---------     ----------      ---------

Company-obligated mandatorily redeemable preferred securities
     of subsidiary trusts.........................................            -         2,403.9             -         2,403.9

Shareholders' equity:
    Preferred stock...............................................         234.9        1,386.8       (1,134.9)         486.8
    Common stock and additional paid-in capital...................       8,762.4        3,216.6       (9,067.2)       2,911.8
    Accumulated other comprehensive loss..........................        (695.7)        (645.9)         690.6         (651.0)
    Retained earnings.............................................       1,715.3        1,603.4       (1,691.9)       1,626.8
                                                                       ---------      ---------     ----------      ---------

          Total shareholders' equity..............................      10,016.9        5,560.9      (11,203.4)       4,374.4
                                                                       ---------      ---------     ----------      ---------

          Total liabilities and shareholders' equity..............     $12,400.4      $13,626.3     $(13,385.2)     $12,641.5
                                                                       =========      =========     ==========      =========
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CONSECO, INC. AND SUBSIDIARIES
SCHEDULE II
Notes to Condensed Financial Information
Condensed Consolidating Financial Information of Registrant (Parent Company)
Statement of Operations
for the year ended December 31, 2001
(Dollars in millions)

                                                                                        Conseco, Inc.                 Total
                                                                          CIHC,           and other              Conseco, Inc.
                                                                      Incorporated         holding                  (parent
                                                                    (holding company)     companies  Eliminations  company)
                                                                    -----------------     ---------  ------------  --------

Revenues:
    Net investment income.........................................        $   .7         $ 29.2        $    -       $    29.9
    Dividends from subsidiaries (eliminated in consolidation).....         192.3           24.0             -           216.3
    Fee and interest income from subsidiaries
       (eliminated in consolidation)..............................         172.5          180.4         (182.7)         170.2
    Net investment gains (losses).................................           4.3          (57.8)            -           (53.5)
    Gain on sale of interest in riverboat.........................            -           192.4             -           192.4
    Other income..................................................            -             1.6             -             1.6
                                                                          ------         ------        -------      ---------

          Total revenues..........................................         369.8          369.8         (182.7)         556.9
                                                                          ------         ------        -------      ---------

Expenses:
    Interest expense on notes payable.............................           2.6          369.2           (2.3)         369.5
    Provision for loss............................................           -            169.6             -           169.6
    Intercompany expenses (eliminated in consolidation)...........         122.0            5.3         (106.3)          21.0
    Operating costs and expenses..................................           2.5           70.4          (19.1)          53.8
    Special charges...............................................            .2           36.9           12.5           49.6
                                                                          ------         ------        -------      ---------

          Total expenses..........................................         127.3          651.4         (115.2)        663.5
                                                                          ------         ------        -------      ---------

          Income (loss) before income taxes, equity in undistributed
             earnings of subsidiaries, distributions on
             Company-obligated mandatorily redeemable preferred
             securities of subsidiary trusts and extraordinary
             gain.................................................         242.5         (281.6)         (67.5)      (106.6)

Income tax expense (benefit)......................................          16.3         (107.5)         (24.4)      (115.6)
                                                                          ------         ------        -------      -------

       Income (loss) before equity in undistributed earnings
             of subsidiaries, distributions on Company-obligated
             mandatorily redeemable preferred securities of
             subsidiary trusts and extraordinary gain.............         226.2         (174.1)         (43.1)        9.0

Equity in undistributed earnings of subsidiaries before
    extraordinary gain (eliminated in consolidation)..............        (300.6)         (78.3)          66.3      (312.6)
                                                                          ------         ------        -------      -------

       Income (loss) before distributions on Company-obligated
             mandatorily preferred securities of subsidiary trusts
             and extraordinary gain...............................         (74.4)        (252.4)          23.2      (303.6)

Distributions on Company-obligated mandatorily redeemable
    preferred securities of subsidiary trusts.....................            -           119.5             -         119.5
                                                                          ------         ------        -------      -------

       Income (loss) before extraordinary gain....................         (74.4)        (371.9)          23.2      (423.1)

Extraordinary gain on extinguishment of debt, net of tax:
    Parent company................................................            -            11.1             -          11.1
    Subsidiary....................................................           6.1             -              -           6.1
                                                                           -----         ------        -------      -------

       Net income (loss)..........................................         (68.3)        (360.8)          23.2      (405.9)

Preferred stock dividends.........................................            -            12.8             -         12.8
                                                                           -----         ------        -------      -------

       Income (loss) applicable to common stock...................        $(68.3)       $(373.6)       $  23.2     $(418.7)
                                                                          ======        =======        =======      =======
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CONSECO, INC. AND SUBSIDIARIES
SCHEDULE II
Notes to Condensed Financial Information
Condensed Consolidating Financial Information of Registrant (Parent Company)
Statement of Operations
for the year ended December 31, 2000
(Dollars in millions)

                                                                                        Conseco, Inc.                 Total
                                                                          CIHC,           and other              Conseco, Inc.
                                                                      Incorporated         holding                  (parent
                                                                    (holding company)     companies  Eliminations  company)
                                                                    -----------------     ---------  ------------  --------

Revenues:
    Net investment income.........................................       $    -       $    77.3        $    -       $    77.3
    Dividends from subsidiaries (eliminated in consolidation).....         178.0             -              -           178.0
    Fee and interest income from subsidiaries
       (eliminated in consolidation)..............................         197.4          335.3         (185.4)         347.3
    Net investment gains (losses).................................           2.7          (69.5)            -           (66.8)
    Other income..................................................            -             7.6             -             7.6
                                                                         -------      ---------         ------      ---------

          Total revenues..........................................         378.1          350.7         (185.4)         543.4
                                                                         -------      ---------         ------      ---------

Expenses:
    Interest expense on notes payable.............................          12.5          425.9             -           438.4
    Provision for loss............................................            -           231.5             -           231.5
    Intercompany expenses (eliminated in consolidation)...........         198.9           11.6         (182.5)          28.0
    Operating costs and expenses..................................           6.9           30.1             -            37.0
    Special charges...............................................            -           281.6             -           281.6
                                                                         -------      ---------        -------      ---------

          Total expenses..........................................         218.3          980.7         (182.5)       1,016.5
                                                                         -------      ---------        -------      ---------

          Income (loss) before income taxes, equity in
             undistributed earnings of subsidiaries, distributions
             on Company-obligated mandatorily redeemable preferred
             securities of subsidiary trusts, extraordinary charge
             and cumulative effect of accounting change...........         159.8         (630.0)          (2.9)        (473.1)

Income tax expense (benefit)......................................          (2.6)        (182.1)          (1.0)        (185.7)
                                                                         -------      ---------        -------      ---------

       Income (loss) before equity in undistributed earnings of
             subsidiaries, distributions on Company-obligated
             mandatorily redeemable preferred securities of
             subsidiary trusts, extraordinary charge
             and cumulative effect of accounting change...........         162.4         (447.9)          (1.9)        (287.4)

Equity in undistributed earnings of subsidiaries before cumulative
    effect of accounting change
    (eliminated in consolidation).................................        (703.0)        (584.4)         589.2         (698.2)
                                                                         -------      ---------        -------      ---------

       Loss  before distributions on Company-obligated mandatorily
             preferred securities of subsidiary trusts extraordinary
             charge and cumulative effect of accounting change....        (540.6)      (1,032.3)         587.3         (985.6)

Distributions on Company-obligated mandatorily redeemable
    preferred securities of subsidiary trusts.....................            -           145.3             -           145.3
                                                                         -------      ----------       -------      ---------

       Loss before extraordinary charge and cumulative effect
         of accounting change.....................................        (540.6)      (1,177.6)         587.3       (1,130.9)

Extraordinary charge on extinguishment of debt, net of tax........          (4.9)           (.1)            -            (5.0)
    Cumulative effect of accounting change, net of tax, of
    subsidiaries..................................................         (55.3)            -              -           (55.3)
                                                                         -------      ---------        -------      ---------

       Net loss...................................................        (600.8)      (1,177.7)         587.3       (1,191.2)

Preferred stock dividends.........................................            -            11.0            -             11.0
                                                                         -------      ---------        -------      ---------

       Loss applicable to common stock............................       $(600.8)     $(1,188.7)       $ 587.3      $(1,202.2)
                                                                         =======      =========        =======      =========
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CONSECO, INC. AND SUBSIDIARIES
SCHEDULE II
Notes to Condensed Financial Information
Condensed Consolidating Financial Information of Registrant (Parent Company)
Statement of Operations
for the year ended December 31, 1999
(Dollars in millions)


                                                                                        Conseco, Inc.                 Total
                                                                          CIHC,           and other              Conseco, Inc.
                                                                      Incorporated         holding                  (parent
                                                                    (holding company)     companies  Eliminations  company)
                                                                    -----------------     ---------  ------------  --------

Revenues:
    Net investment income.........................................        $ 28.8         $ 36.8        $    -          $ 65.6
    Dividends from subsidiaries (eliminated in consolidation).....          36.6          258.1             -           294.7
    Fee and interest income from subsidiaries
       (eliminated in consolidation)..............................         193.3          215.2         (166.2)         242.3
    Net investment gains (losses).................................          (7.6)           2.2             -            (5.4)
    Other income..................................................            .2            7.3             -             7.5
                                                                          ------         ------        -------         ------

          Total revenues..........................................         251.3          519.6         (166.2)         604.7
                                                                          ------         ------        -------         ------

Expenses:
    Interest expense on notes payable.............................          15.6          233.5             -           249.1
    Provision for loss............................................           -             18.9             -            18.9
    Intercompany expenses (eliminated in consolidation)...........         154.0           17.9         (132.5)          39.4
    Operating costs and expenses..................................           8.1           32.3           (7.2)          33.2
                                                                          ------         ------        -------         ------

          Total expenses..........................................         177.7          302.6         (139.7)         340.6
                                                                          ------         ------        -------         ------

          Income before income taxes, equity in undistributed
             earnings of subsidiaries and distributions on
             Company-obligated mandatorily redeemable preferred
             securities of subsidiary trusts....... ..............          73.6          217.0          (26.5)         264.1

Income tax expense (benefit)......................................          15.1          (11.3)          (9.0)          (5.2)
                                                                          ------         ------        -------         ------

       Income before equity in undistributed earnings of
             subsidiaries and distributions on Company-obligated
             mandatorily redeemable preferred securities of
             subsidiary trusts....................................          58.5          228.3          (17.5)         269.3

Equity in undistributed earnings of subsidiaries
    (eliminated in consolidation).................................         666.6          555.3         (763.4)         458.5
                                                                          ------         ------        -------         ------

       Income before distributions on Company-obligated
             mandatorily preferred securities of subsidiary trusts         725.1          783.6         (780.9)         727.8

Distributions on Company-obligated mandatorily redeemable
    preferred securities of subsidiary trusts.....................            -           132.8             -           132.8
                                                                          ------         ------        -------         ------

       Net income.................................................         725.1          650.8         (780.9)         595.0

Preferred stock dividends.........................................            -             1.5             -             1.5
                                                                          ------         ------        -------         ------

       Income applicable to common stock..........................        $725.1         $649.3        $(780.9)        $593.5
                                                                          ======         ======        =======         ======
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CONSECO, INC. AND SUBSIDIARIES
SCHEDULE IV
Reinsurance
for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)

                                                                           2001             2000              1999
                                                                           ----             ----              ----

Life insurance inforce:
   Direct............................................................  $121,953.5       $123,713.6        $126,826.7
   Assumed...........................................................     2,199.0          5,097.2           5,414.2
   Ceded.............................................................   (26,417.3)       (27,530.2)        (27,687.5)
                                                                       ----------       ----------        ----------

         Net insurance inforce.......................................   $97,735.2       $101,280.6        $104,553.4
                                                                        =========       ==========        ==========

         Percentage of assumed to net................................         2.2%             5.0%              5.2%
                                                                              ===              ===               ===

Premiums recorded as revenue for generally accepted accounting principles:
     Direct..........................................................     3,619.8         $3,577.3          $3,350.3
     Assumed.........................................................       147.0            305.4             547.8
     Ceded...........................................................      (253.7)          (248.3)           (418.6)
                                                                        ---------         --------          --------

         Net premiums................................................   $ 3,513.1         $3,634.4          $3,479.5
                                                                        =========         ========          ========

         Percentage of assumed to net................................         4.2%             8.4%             15.7%
                                                                              ===              ===              ====
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Exhibit
No.                                             Document
-------                                         --------
3.1               Amended and Restated Articles of Incorporation and Articles of
                  Amendment thereto of the Registrant were filed with the
                  Commission as Exhibit 3.1 to the Registrant's Registration
                  Statement on Form S-3 (No. 333-94683), and are incorporated
                  herein by this reference.

3.2               Amended and Restated By-Laws of the Registrant.

4.22.6            First Supplemental Indenture dated June 29, 2001 was filed
                  with the Commission as Exhibit 4.1 to the Registrant's Report
                  on Form 8-K, dated June 29, 2001, and is incorporated herein
                  by this reference.

4.30.1            Warrant No. 2000-2, dated September 5, 2000, issued to GE
                  Capital Equity Investments, Limited was filed as Exhibit
                  4.30.1 to the Registrant's Report on Form 10-K for the year
                  ended December 31, 2000 and is incorporated herein by this
                  reference.

4.30.2            Warrant No. 2000-3, dated September 5, 2000, issued to
                  Westport Insurance Corporation was filed as Exhibit 4.30.2 to
                  the Registrant's Report on Form 10-K for the year ended
                  December 31, 2000 and is incorporated herein by this
                  reference.

4.31.1            First Amendment to the Five-Year Credit Agreement dated as of
                  September 22, 2000 was filed with the Commission as Exhibit
                  4.1 to the Registrant's Report on Form 8-K/A, dated September
                  28, 2000, and is incorporated herein by this reference.

4.31.13           Second Amendment to Five-Year Credit Agreement, dated as of
                  May 30, 2001, by and among Conseco, Inc., the various
                  financial institutions signatory thereto and Bank of America,
                  N.A.

4.31.14           Third Amendment to Five-Year Credit Agreement, dated as of
                  March 20, 2002, by and among Conseco, Inc., the various
                  financial institutions signatory thereto and Bank of America,
                  N.A.

There have not been filed as exhibits to this Form 10-K certain long-term debt
instruments, none of which relates to authorized indebtedness that exceeds 10%
of the consolidated assets of the Registrant. The Registrant agrees to furnish
the Commission upon its request a copy of any instrument defining the rights of
holders of long-term debt of the Company and its consolidated subsidiaries.

10.1.13           Employment Agreement, dated February 9, 1996 between Green
                  Tree and Lawrence Coss and related Noncompetition agreement
                  dated February 9, 1996, as amended by the Amendment Agreement
                  dated April 6, 1998 were filed with the Commission as an
                  exhibit to Green Tree's Registration Statement on Form S-3,
                  and are incorporated herein by this reference.

10.1.14           Employment Agreement, amended and restated as of December 15,
                  1999, between the Registrant and Maxwell E. Bublitz was filed
                  with the Commission as Exhibit 10.1.14 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 1999 and
                  is incorporated herein by this reference.

10.1.15           Employment Agreement, amended and restated as of December 15,
                  1999, between the Registrant and James S. Adams was filed with
                  the Commission as Exhibit 10.1.15 to the Registrant's Report
                  on Form 10-K for the year ended December 31, 1999 and is
                  incorporated herein by this reference.

10.1.16           Description of incentive compensation and severance
                  arrangement with Edward M. Berube was filed with the
                  Commission as Exhibit 10.1.16 to the Registrant's Annual
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.1.24           Second Amendment Agreement, dated as of November 1, 1999,
                  between Conseco Finance Corp. and Lawrence M. Coss was filed
                  with the commission as Exhibit 10.1.24 to the Registrant's
                  Report on Form 10-K/A for the year ended December 31, 1999,
                  and is incorporated herein by this reference.

10.1.27           Employment Agreement by and between Gary C. Wendt and Conseco,
                  Inc., dated as of June 28, 2000 was filed as Exhibit 10.1.27
                  to the Registrant's Report on Form 8-K, dated July 10, 2000,
                  and is incorporated herein by this reference.

10.1.28           Nonqualified Stock Option Agreement by and between Gary C.
                  Wendt and Conseco, Inc., dated as of June 28, 2000 was filed
                  as Exhibit 10.1.28 to the Registrant's Report on Form 8-K,
                  dated July 10, 2000, and is incorporated herein by this
                  reference.

10.1.29           Restricted Stock Agreement by and between Gary C. Wendt and
                  Conseco, Inc., dated as of June 28, 2000 was filed as Exhibit
                  10.1.29 to the Registrant's Report on Form 8-K, dated July 10,
                  2000, and is incorporated herein by this reference.

10.1.30           Employment Agreement by and between David K. Herzog and
                  Conseco, Inc., dated as of August 11, 2000, was filed as
                  Exhibit 10.1.11 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 2000 and is incorporated
                  herein by this reference.

10.1.31           Supplemental Retirement Agreement dated as of August 16, 2000,
                  between Conseco, Inc. and Gary C. Wendt was filed as Exhibit
                  10.1.31 to the Registrant's Report on Form 10-Q for the
                  quarter ended September 30, 2000 and is incorporated herein by
                  this reference.

10.1.32           Guaranty dated as of August 16, 2000, between Bankers Life and
                  Casualty Company as Guarantor, and Gary C. Wendt was filed as
                  Exhibit 10.1.32 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 2000 and is incorporated
                  herein by this reference.

10.1.34           Employment Agreement by and between David Gubbay and Conseco,
                  Inc., dated as of February 21, 2001, was filed with the
                  Commission as Exhibit 10.1.34 to the Registrant's Report on
                  Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.35           Restricted Stock Agreement by and between David Gubbay and
                  Conseco, Inc., dated as of March 13, 2001, was filed with the
                  Commission as Exhibit 10.1.35 to the Registrant's Report on
                  Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.36           Employment Agreement by and between Charles B. Chokel and
                  Conseco, Inc., dated as of March 16, 2001, was filed with the
                  Commission as Exhibit 10.1.36 to the Registrant's Report on
                  Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.37           Restricted Stock Agreement by and between Charles B. Chokel
                  and Conseco, Inc., dated as of March 16, 2001, was filed with
                  the Commission as Exhibit 10.1.37 to the Registrant's Report
                  on Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.38           Employment Agreement between William J. Shea and Conseco,
                  Inc., dated as of September 10, 2001, was filed with the
                  Commission as Exhibit 10.1.38 to the Registrant's Report on
                  Form 10-Q for the quarter ended September 30, 2001 and is
                  incorporated herein by this reference.

10.1.39           Restricted Stock Agreement dated as of September 17, 2001
                  between Conseco, Inc. and William J. Shea was filed with the
                  Commission as Exhibit 10.1.39 to the Registrant's Report on
                  Form 10-Q for the quarter ended September 30, 2001 and is
                  incorporated herein by this reference.

10.8              The Registrant's Stock Option Plan was filed with the
                  Commission as Exhibit B to its definitive Proxy Statement
                  dated December 10, 1983; Amendment No. 1 thereto was filed
                  with the Commission as Exhibit 10.8.1 to its Report on Form
                  10-Q for the quarter ended June 30, 1985; Amendment No. 2
                  thereto was filed with the Commission as Exhibit 10.8.2 to its
                  Registration Statement on Form S-1, No. 33-4367; Amendment No.
                  3 thereto was filed with the Commission as Exhibit 10.8.3 to
                  the Registrant's Annual Report on Form 10-K for 1986;
                  Amendment No. 4 thereto was filed with the Commission as
                  Exhibit 10.8 to the Registrant's Annual Report on Form 10-K
                  for 1987; Amendment No. 5 thereto was filed with the
                  Commission as Exhibit 10.8 to the Registrant's Report on Form
                  10-Q for the quarter ended September 30, 1991; and are
                  incorporated herein by this reference.

10.8.3            The Registrant's Cash Bonus Plan was filed with the Commission
                  as Exhibit 10.8.3 to the Registrant's Report on Form 10-Q for
                  the quarter ended March 31, 1989, and is incorporated herein
                  by this reference.

10.8.4            Amended and Restated Conseco Stock Bonus and Deferred
                  Compensation Program was filed with the Commission as Exhibit
                  10.8.4 to the Registrant's Annual Report on Form 10-K for
                  1992, and is incorporated herein by this reference.

10.8.6            Conseco Performance-Based Compensation Plan for Executive
                  Officers was filed with the Commission as Exhibit 10.8.15 to
                  the Registrant's Report on Form 10-Q for the quarter ended
                  March 31, 1998, and is incorporated herein by this reference.

10.8.7            Conseco, Inc. Amended and Restated Deferred Compensation Plan
                  was filed with the Commission as Exhibit A to the Registrant's
                  definitive Proxy Statement dated April 26, 1995, and is
                  incorporated herein by this reference.

10.8.8            Amendment to the Amended and Restated Conseco Stock Bonus and
                  Deferred Compensation Program was filed with the Commission as
                  Exhibit 10.8.8 to the Registrant's Annual Report on Form 10-K
                  for 1994, and is incorporated herein by this reference.

10.8.9            Conseco Amended and Restated 1994 Stock and Incentive Plan.

10.8.10           Amendment Number 2 to the Amended and Restated Conseco Stock
                  Bonus and Deferred Compensation Program was filed with the
                  Commission as Exhibit 10.8.10 to the Registrant's Annual
                  Report on Form 10-K for 1995 and is incorporated herein by
                  reference.

10.8.11           Amended and Restated Director, Officer and Key Employee Stock
                  Purchase Plan of Conseco was filed with the Commission as
                  Exhibit 10.8.11 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 1999, and is incorporated
                  herein by this reference.

10.8.13           Form of Promissory Note payable to the Registrant relating to
                  the Registrant's Director, Officer and Key Employee Stock
                  Purchase Plan was filed with the Commission as Exhibit 10.8.13
                  to the Registrant's Annual Report on Form 10-K for the year
                  ended December 31, 1998, and is incorporated herein by
                  reference.

10.8.14           Conseco, Inc. Amended and Restated 1997 Non-qualified Stock
                  Option Plan.

10.8.21           Amended and Restated 1999 Director and Executive Officer Stock
                  Purchase Plan of Conseco was filed with the Commission as
                  Exhibit 10.8.21 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 1999 and is incorporated
                  herein by this reference.

10.8.22           Guaranty regarding 1999 Director and Executive Officer Stock
                  Purchase Plan was filed with the Commission as Exhibit 10.8.22
                  to the Registrant's Report on Form 10-Q for the quarter ended
                  September 30, 1999 and is incorporated herein by this
                  reference.

10.8.23           Form of Borrower Pledge Agreement dated as of September 15,
                  1999 with The Chase Manhattan Bank relating to the 1999
                  Director and Executive Officer Stock Purchase Plan was filed
                  with the Commission as Exhibit 10.8.23 to the Registrant's
                  Report on Form 10-Q for the quarter ended September 30, 1999
                  and is incorporated herein by this reference.

10.8.24           Form of note payable to the Registrant relating to the 1999
                  Director and Executive Officer Stock Purchase Plan was filed
                  with the Commission as Exhibit 10.8.24 to the Registrant's
                  Report on Form 10-Q for the quarter ended September 30, 1999
                  and is incorporated herein by this reference.

10.8.25           Conseco, Inc. 2000 Employee Stock Purchase Program Work-Down
                  Plan was filed with the Commission as Exhibit 10.8.25 to the
                  Registrant's Annual Report on Form 10-K for the year ended
                  December 31, 2000 and is incorporated herein by this
                  reference.

10.8.26           Conseco, Inc. 2000 Non-Employee Stock Purchase Program
                  Work-Down Plan was filed with the Commission as Exhibit
                  10.8.26 to the Registrant's Annual Report on Form 10-K for the
                  year ended December 31, 2000 and is incorporated herein by
                  this reference.

10.8.27           Guaranty, dated as of November 22, 2000 between Conseco, Inc.,
                  as Guarantor, and Bank of America, National Association, as
                  Administrative Agent; Guaranty and Subordination Agreement,
                  dated as of November 22, 2000, made by CIHC, Incorporated, as
                  Guarantor and Subordinated Borrower, and Conseco, Inc., as
                  Obligor and Subordinated Lender, in favor of Bank of America,
                  National Association, as Administrative Agent under the Credit
                  Agreement dated as of November 22, 2000; and Form of Credit
                  Agreement, dated as of November 22, 2000 among the Borrowers,
                  the other financial institutions party thereto and Bank of
                  America, National Association, as Administrative Agent
                  (Relating to Refinancing of certain Loans under that certain
                  Credit Agreement, dated as of August 21, 1998) was filed with
                  the Commission as Exhibit 10.8.27 to the Registrant's Annual
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.8.28           Guaranty, dated as of November 22, 2000, between Conseco,
                  Inc.,as Guarantor,and Bank of America, National Association,as
                  Administrative Agent; Guaranty and Subordination Agreement,
                  dated as of November 22, 2000 made by CIHC, Incorporated,as
                  Guarantor and Subordinated Borrower, and Conseco, Inc., as
                  Obligor and Subordinated Lender, in favor of Bank of America,
                  National Association, as Administrative Agent under the Credit
                  Agreement dated as of November 22, 2000; and the Form of
                  Credit Agreement, dated as of November 22, 2000, among the
                  Borrowers, the other financial institutions party thereto and
                  Bank of America, National Association, as Administrative Agent
                  (Relating to the Refinancing of Certain Loans under that
                  certain Amended and Restated Credit Agreement, dated as of
                  August 26, 1997) was filed with the Commission as Exhibit
                  10.8.28 to the Registrant's Annual Report on Form 10-K for the
                  year ended December 31, 2000 and is incorporated herein by
                  this reference.

10.8.29           Guaranty, dated as of November 22, 2000, between Conseco,
                  Inc.,as Guarantor, and The Chase Manhattan Bank,as
                  Administrative Agent; Guaranty and Subordination Agreement,
                  dated as of November 22, 2000 made by CIHC, Incorporated, as
                  Guarantor and Subordinated Borrower, and Conseco, Inc., as
                  Obligor and Subordinated Lender, in favor of The Chase
                  Manhattan Bank, as Administrative Agent under the Credit
                  Agreement dated as of November 22, 2000; and the Form of
                  Credit Agreement, dated as of November 22, 2000, among the
                  Borrowers, the other financial institutions party thereto and
                  The Chase Manhattan Bank, as Administrative Agent (Relating to
                  the Refinancing of Certain Loans under that certain Credit
                  Agreement, dated as of September 15, 1999, as terminated and
                  replaced by that certain Termination and Replacement
                  Agreement, dated as of May 30, 2000) was filed with the
                  Commission as Exhibit 10.8.29 to the Registrant's Annual
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.8.30           Forms of note payable to Conseco Services, LLC regarding the
                  2000 Work-Down Plans, Form of Unconditional Guarantee and Form
                  of Indemnification Agreement was filed with the Commission as
                  Exhibit 10.8.30 to the Registrant's Annual Report on Form 10-K
                  for the year ended December 31, 2000 and is incorporated
                  herein by this reference.

10.8.31           First Stage Amendment and Agreement re: Non-Refinanced 1998
                  D&O Loans, dated as of March 20, 2002, among Conseco, Inc.,
                  CDOC, Inc., CIHC, Incorporated, Bank of America, N.A. and the
                  various financial institutions parties thereto.

10.8.32           First Stage Amendment and Agreement re: 1997 D&O Loans, dated
                  as of March 20, 2002, among Conseco, Inc., CDOC, Inc., CIHC,
                  Incorporated, Bank of America, N.A. and the various financial
                  institutions parties thereto.

10.8.33           Cash Collateral Pledge Agreement among CDOC, Inc. and JP
                  Morgan Chase Bank, dated as of March 20, 2002.

10.8.34           First Stage Amendment and Agreement Re: 1998 D&O Loans, dated
                  as of March 20, 2002, among Conseco, Inc., CDOC, Inc., CIHC,
                  Incorporated, Bank of America, N.A. and the various financial
                  institutions parties thereto.

10.8.35           Amended and Restated Collateral Agreement made by Conseco,
                  Inc. and CIHC, Incorporated in form of JP Morgan Chase Bank,
                  dated as of March 20, 2002.

10.8.36           First Stage Amendment and Agreement re: 1999 D&O Loans, dated
                  as of March 20, 2002, among Conseco, Inc., CDOC, Inc., CIHC,
                  Incorporated, JPMorgan Chase Bank and the various financial
                  institutions parties thereto.

10.43             Amended and Restated Securities Purchase Agreement dated as of
                  December 15, 1999 between the Registrant and the purchasers
                  named therein was filed with the Commission as Exhibit 10.43
                  to the Registrant's Report on Form 8-K dated December 15,
                  1999, and is incorporated herein by this reference.

10.45.1           Warrant to Purchase Common Stock of Conseco Finance Corp.,
                  dated May 11, 2000, by and between Conseco Finance Corp. and
                  Lehman Brothers Holdings Inc. was filed with the Commission as
                  Exhibit 10.45 to the Registrant's Report on Form 10-Q for the
                  quarter ended June 30, 2000 and is incorporated herein by this
                  reference.

10.45.2           Exchange Agreement by and between Lehman Brothers Holdings
                  Inc. and Conseco, Inc., dated January 30, 2002.

10.46.1           Amended and Restated Agreement dated January 30, 2002, by and
                  among Conseco Finance Corp., Conseco, Inc., CIHC,
                  Incorporated, Green Tree Residual Finance Corp. I, Green Tree
                  Finance Corp. - Five and Lehman Brothers Holdings Inc.

10.46.2           Amended and Restated Master Repurchase Agreement dated as of
                  April 5, 2001 between Merrill Lynch Mortgage Capital Inc. and
                  Green Tree Finance Corp. - Three was filed with the Commission
                  as Exhibit 10(a) to the Conseco Finance Corp. Report on Form
                  10-K for the years ended December 31, 2001 and is incorporated
                  herein by reference.

10.46.3           Second Amended and Restated Master Repurchase Agreement dated
                  January 30, 2002 between Lehman Commercial Paper Inc. and
                  Green Tree Finance Corp.-Five was filed with the Commission as
                  Exhibit 10(b) to the Conseco Finance Corp. Report on Form 10-K
                  for the year ended December 31, 2001 and is incorporated
                  herein by reference.

10.46.4           Asset Assignment Agreement dated as of February 13, 1998
                  between Green Tree Residual Finance Corp. I and Lehman
                  Commercial Paper, Inc. (incorporated by reference to the
                  Conseco Finance Corp. Quarterly Report on Form 10-Q for the
                  quarterly period ended March 31, 1998; File No. 1-08916);
                  Amendment to the First Residual Facility, dated as of
                  September 22, 2000, by and among Lehman ALI Inc. and Green
                  Tree Residual Finance Corp. I (incorporated by reference to
                  Exhibit 10(c) to Conseco Finance Corp.'s Annual Report on Form
                  10-K for the year ended December 31, 2000); Amendment, dated
                  January 30, 2002, by and between Lehman ALI Inc. and Green
                  Tree Residual Finance Corp. was filed with the Commission as
                  Exhibit 10(c) to the Conseco Finance Corp. Report on Form 10-K
                  for the year ended December 31, 2001 and is incorporated
                  herein by reference.

10.46.5           Insurance Agreement by and between Registrant and Gary C.
                  Wendt 2000 Irrevocable Insurance Trust dated 11/22/00 ("Wendt
                  Trust"), dated December 1, 2000 and Collateral Assignment by
                  Wendt Trust in favor of Registrant dated December 1, 2000 was
                  filed with the Commission as Exhibit 10.47 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.48             Insurance Agreement by and between Registrant and Wendt Trust,
                  dated January 16, 2001 and Collateral Assignment by Wendt
                  Trust in favor of Registrant dated January 16, 2001 was filed
                  with the Commission as Exhibit 10.48 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.49             Insurance Agreement by and between Registrant and Wendt Trust,
                  dated January 16, 2001 and Collateral Assignment by Wendt
                  Trust in favor of Registrant dated January 16, 2001 was filed
                  with the Commission as Exhibit 10.49 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.50             Agreement and Plan of Merger dated as of July 27, 2001 by and
                  among Conseco, Inc., Noida Acquisition Corp. and
                  ExlService.com, Inc. was filed with the Commission as Exhibit
                  10.50 to the Registrant's Report on Form 10-Q for the quarter
                  ended June 30, 2001 and is incorporated herein by this
                  reference.

10.51             Restricted Stock Agreement dated as of July 31, 2001, between
                  Conseco, Inc., Gary Wendt and Rosemarie Wendt was filed with
                  the Commission as Exhibit 10.51 to the Registrant's Report on
                  Form 10-Q for the quarter ended June 30, 2001 and is
                  incorporated herein by this reference.

12.1              Computation of Ratio of Earnings to Fixed Charges, Preferred
                  Dividends and Distributions on Company-Obligated Mandatorily
                  Redeemable Preferred Securities of Subsidiary Trusts.

21                List of Subsidiaries.

23.1              Consent of PricewaterhouseCoopers LLP with respect to the
                  financial statements of Conseco, Inc.

COMPENSATION PLANS AND ARRANGEMENTS.


10.1.13           Employment Agreement, dated February 9, 1996 between Green
                  Tree and Lawrence Coss and related Noncompetition agreement
                  dated February 9, 1996, as amended by the Amendment Agreement
                  dated April 6, 1998 were filed with the Commission as an
                  exhibit to Green Tree's Registration Statement on Form S-3,
                  and are incorporated herein by this reference.

10.1.14           Employment Agreement, amended and restated as of December 15,
                  1999, between the Registrant and Maxwell E. Bublitz was filed
                  with the Commission as Exhibit 10.1.14 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 1999 and
                  is incorporated herein by this reference.

10.1.17           Employment Agreement, amended and restated as of December 15,
                  1999, between the Registrant and James S. Adams was filed with
                  the Commission as Exhibit 10.1.15 to the Registrant's Report
                  on Form 10-K for the year ended December 31, 1999 and is
                  incorporated herein by this reference.

10.1.18           Description of incentive compensation and severance
                  arrangement with Edward M. Berube was filed with the
                  Commission as Exhibit 10.1.16 to the Registrant's Annual
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.1.24           Second Amendment Agreement, dated as of November 1, 1999,
                  between Conseco Finance Corp. and Lawrence M. Coss was filed
                  with the commission as Exhibit 10.1.24 to the Registrant's
                  Report on Form 10-K/A for the year ended December 31, 1999,
                  and is incorporated herein by this reference.

10.1.27           Employment Agreement by and between Gary C. Wendt and Conseco,
                  Inc., dated as of June 28, 2000 was filed as Exhibit 10.1.27
                  to the Registrant's Report on Form 8-K, dated July 10, 2000,
                  and is incorporated herein by this reference.

10.1.28           Nonqualified Stock Option Agreement by and between Gary C.
                  Wendt and Conseco, Inc., dated as of June 28, 2000 was filed
                  as Exhibit 10.1.28 to the Registrant's Report on Form 8-K,
                  dated July 10, 2000, and is incorporated herein by this
                  reference.

10.1.29           Restricted Stock Agreement by and between Gary C. Wendt and
                  Conseco, Inc., dated as of June 28, 2000 was filed as Exhibit
                  10.1.29 to the Registrant's Report on Form 8-K, dated July 10,
                  2000, and is incorporated herein by this reference.

10.1.30           Employment Agreement by and between David K. Herzog and
                  Conseco, Inc., dated as of August 11, 2000, was filed as
                  Exhibit 10.1.11 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 2000 and is incorporated
                  herein by this reference.

10.1.31           Supplemental Retirement Agreement dated as of August 16, 2000,
                  between Conseco, Inc. and Gary C. Wendt was filed as Exhibit
                  10.1.31 to the Registrant's Report on Form 10-Q for the
                  quarter ended September 30, 2000 and is incorporated herein by
                  this reference.

10.1.32           Guaranty dated as of August 16, 2000, between Bankers Life and
                  Casualty Company as Guarantor, and Gary C. Wendt was filed as
                  Exhibit 10.1.32 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 2000 and is incorporated
                  herein by this reference.

10.1.40           Employment Agreement by and between David Gubbay and Conseco,
                  Inc., dated as of February 21, 2001, was filed with the
                  Commission as Exhibit 10.1.34 to the Registrant's Report on
                  Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.41           Restricted Stock Agreement by and between David Gubbay and
                  Conseco, Inc., dated as of March 13, 2001, was filed with the
                  Commission as Exhibit 10.1.35 to the Registrant's Report on
                  Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.42           Employment Agreement by and between Charles B. Chokel and
                  Conseco, Inc., dated as of March 16, 2001, was filed with the
                  Commission as Exhibit 10.1.36 to the Registrant's Report on
                  Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.43           Restricted Stock Agreement by and between Charles B. Chokel
                  and Conseco, Inc., dated as of March 16, 2001, was filed with
                  the Commission as Exhibit 10.1.37 to the Registrant's Report
                  on Form 10-Q for the quarter ended March 31, 2001 and is
                  incorporated herein by this reference.

10.1.44           Employment Agreement between William J. Shea and Conseco,
                  Inc., dated as of September 10, 2001, was filed with the
                  Commission as Exhibit 10.1.38 to the Registrant's Report on
                  Form 10-Q for the quarter ended September 30, 2001 and is
                  incorporated herein by this reference.

10.1.45           Restricted Stock Agreement dated as of September 17, 2001
                  between Conseco, Inc. and William J. Shea was filed with the
                  Commission as Exhibit 10.1.39 to the Registrant's Report on
                  Form 10-Q for the quarter ended September 30, 2001 and is
                  incorporated herein by this reference.

10.8              The Registrant's Stock Option Plan was filed with the
                  Commission as Exhibit B to its definitive Proxy Statement
                  dated December 10, 1983; Amendment No. 1 thereto was filed
                  with the Commission as Exhibit 10.8.1 to its Report on Form
                  10-Q for the quarter ended June 30, 1985; Amendment No. 2
                  thereto was filed with the Commission as Exhibit 10.8.2 to its
                  Registration Statement on Form S-1, No. 33-4367; Amendment No.
                  3 thereto was filed with the Commission as Exhibit 10.8.3 to
                  the Registrant's Annual Report on Form 10-K for 1986;
                  Amendment No. 4 thereto was filed with the Commission as
                  Exhibit 10.8 to the Registrant's Annual Report on Form 10-K
                  for 1987; Amendment No. 5 thereto was filed with the
                  Commission as Exhibit 10.8 to the Registrant's Report on Form
                  10-Q for the quarter ended September 30, 1991; and are
                  incorporated herein by this reference.

10.8.3            The Registrant's Cash Bonus Plan was filed with the Commission
                  as Exhibit 10.8.3 to the Registrant's Report on Form 10-Q for
                  the quarter ended March 31, 1989, and is incorporated herein
                  by this reference.

10.8.4            Amended and Restated Conseco Stock Bonus and Deferred
                  Compensation Program was filed with the Commission as Exhibit
                  10.8.4 to the Registrant's Annual Report on Form 10-K for
                  1992, and is incorporated herein by this reference.

10.8.6            Conseco Performance-Based Compensation Plan for Executive
                  Officers was filed with the Commission as Exhibit 10.8.15 to
                  the Registrant's Report on Form 10-Q for the quarter ended
                  March 31, 1998, and is incorporated herein by this reference.

10.8.7            Conseco, Inc. Amended and Restated Deferred Compensation Plan
                  was filed with the Commission as Exhibit A to the Registrant's
                  definitive Proxy Statement dated April 26, 1995, and is
                  incorporated herein by this reference.

10.8.8            Amendment to the Amended and Restated Conseco Stock Bonus and
                  Deferred Compensation Program was filed with the Commission as
                  Exhibit 10.8.8 to the Registrant's Annual Report on Form 10-K
                  for 1994, and is incorporated herein by this reference.

10.8.9            Conseco Amended and Restated 1994 Stock and Incentive Plan.

10.8.10           Amendment Number 2 to the Amended and Restated Conseco Stock
                  Bonus and Deferred Compensation Program was filed with the
                  Commission as Exhibit 10.8.10 to the Registrant's Annual
                  Report on Form 10-K for 1995 and is incorporated herein by
                  reference.

10.8.11           Amended and Restated Director, Officer and Key Employee Stock
                  Purchase Plan of Conseco was filed with the Commission as
                  Exhibit 10.8.11 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 1999, and is incorporated
                  herein by this reference.

10.8.13           Form of Promissory Note payable to the Registrant relating to
                  the Registrant's Director, Officer and Key Employee Stock
                  Purchase Plan was filed with the Commission as Exhibit 10.8.13
                  to the Registrant's Annual Report on Form 10-K for the year
                  ended December 31, 1998, and is incorporated herein by
                  reference.

10.8.14           Conseco, Inc. Amended and Restated 1997 Non-qualified Stock
                  Option Plan.

10.8.21           Amended and Restated 1999 Director and Executive Officer Stock
                  Purchase Plan of Conseco was filed with the Commission as
                  Exhibit 10.8.21 to the Registrant's Report on Form 10-Q for
                  the quarter ended September 30, 1999 and is incorporated
                  herein by this reference.

10.8.22           Guaranty regarding 1999 Director and Executive Officer Stock
                  Purchase Plan was filed with the Commission as Exhibit 10.8.22
                  to the Registrant's Report on Form 10-Q for the quarter ended
                  September 30, 1999 and is incorporated herein by this
                  reference.

10.8.23           Form of Borrower Pledge Agreement dated as of September 15,
                  1999 with The Chase Manhattan Bank relating to the 1999
                  Director and Executive Officer Stock Purchase Plan was filed
                  with the Commission as Exhibit 10.8.23 to the Registrant's
                  Report on Form 10-Q for the quarter ended September 30, 1999
                  and is incorporated herein by this reference.

10.8.24           Form of note payable to the Registrant relating to the 1999
                  Director and Executive Officer Stock Purchase Plan was filed
                  with the Commission as Exhibit 10.8.24 to the Registrant's
                  Report on Form 10-Q for the quarter ended September 30, 1999
                  and is incorporated herein by this reference.

10.8.25           Conseco, Inc. 2000 Employee Stock Purchase Program Work-Down
                  Plan was filed with the Commission as Exhibit 10.8.25 to the
                  Registrant's Annual Report on Form 10-K for the year ended
                  December 31, 2000 and is incorporated herein by this
                  reference.

10.8.26           Conseco, Inc. 2000 Non-Employee Stock Purchase Program
                  Work-Down Plan was filed with the Commission as Exhibit
                  10.8.26 to the Registrant's Annual Report on Form 10-K for the
                  year ended December 31, 2000 and is incorporated herein by
                  this reference.

10.8.27           Guaranty, dated as of November 22, 2000 between Conseco, Inc.,
                  as Guarantor, and Bank of America, National Association, as
                  Administrative Agent; Guaranty and Subordination Agreement,
                  dated as of November 22, 2000, made by CIHC, Incorporated, as
                  Guarantor and Subordinated Borrower, and Conseco, Inc., as
                  Obligor and Subordinated Lender, in favor of Bank of America,
                  National Association, as Administrative Agent under the Credit
                  Agreement dated as of November 22, 2000; and Form of Credit
                  Agreement, dated as of November 22, 2000 among the Borrowers,
                  the other financial institutions party thereto and Bank of
                  America, National Association, as Administrative Agent
                  (Relating to Refinancing of certain Loans under that certain
                  Credit Agreement, dated as of August 21, 1998) was filed with
                  the Commission as Exhibit 10.8.27 to the Registrant's Annual
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.8.28           Guaranty, dated as of November 22, 2000, between Conseco,
                  Inc.,as Guarantor,and Bank of America, National Association,as
                  Administrative Agent; Guaranty and Subordination Agreement,
                  dated as of November 22, 2000 made by CIHC, Incorporated,as
                  Guarantor and Subordinated Borrower, and Conseco, Inc., as
                  Obligor and Subordinated Lender, in favor of Bank of America,
                  National Association, as Administrative Agent under the Credit
                  Agreement dated as of November 22, 2000; and the Form of
                  Credit Agreement, dated as of November 22, 2000, among the
                  Borrowers, the other financial institutions party thereto and
                  Bank of America, National Association, as Administrative Agent
                  (Relating to the Refinancing of Certain Loans under that
                  certain Amended and Restated Credit Agreement, dated as of
                  August 26, 1997) was filed with the Commission as Exhibit
                  10.8.28 to the Registrant's Annual Report on Form 10-K for the
                  year ended December 31, 2000 and is incorporated herein by
                  this reference.

10.8.29           Guaranty, dated as of November 22, 2000, between Conseco,
                  Inc.,as Guarantor, and The Chase Manhattan Bank,as
                  Administrative Agent; Guaranty and Subordination Agreement,
                  dated as of November 22, 2000 made by CIHC, Incorporated, as
                  Guarantor and Subordinated Borrower, and Conseco, Inc., as
                  Obligor and Subordinated Lender, in favor of The Chase
                  Manhattan Bank, as Administrative Agent under the Credit
                  Agreement dated as of November 22, 2000; and the Form of
                  Credit Agreement, dated as of November 22, 2000, among the
                  Borrowers, the other financial institutions party thereto and
                  The Chase Manhattan Bank, as Administrative Agent (Relating to
                  the Refinancing of Certain Loans under that certain Credit
                  Agreement, dated as of September 15, 1999, as terminated and
                  replaced by that certain Termination and Replacement
                  Agreement, dated as of May 30, 2000) was filed with the
                  Commission as Exhibit 10.8.29 to the Registrant's Annual
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.8.30           Forms of note payable to Conseco Services, LLC regarding the
                  2000 Work-Down Plans, Form of Unconditional Guarantee and Form
                  of Indemnification Agreement was filed with the Commission as
                  Exhibit 10.8.30 to the Registrant's Annual Report on Form 10-K
                  for the year ended December 31, 2000 and is incorporated
                  herein by this reference.

10.8.31           First Stage Amendment and Agreement re: Non-Refinanced 1998
                  D&O Loans, dated as of March 20, 2002, among Conseco, Inc.,
                  CDOC, Inc., CIHC, Incorporated, Bank of America, N.A. and the
                  various financial institutions parties thereto.

10.8.32           First Stage Amendment and Agreement re: 1997 D&O Loans, dated
                  as of March 20, 2002, among Conseco, Inc., CDOC, Inc., CIHC,
                  Incorporated, Bank of America, N.A. and the various financial
                  institutions parties thereto.

10.8.33           Cash Collateral Pledge Agreement among CDOC, Inc. and JP
                  Morgan Chase Bank, dated as of March 20, 2002.

10.8.34           First Stage Amendment and Agreement Re: 1998 D&O Loans, dated
                  as of March 20, 2002, among Conseco, Inc., CDOC, Inc., CIHC,
                  Incorporated, Bank of America, N.A. and the various financial
                  institutions parties thereto.

10.8.35           Amended and Restated Collateral Agreement made by Conseco,
                  Inc. and CIHC, Incorporated in form of JP Morgan Chase Bank,
                  dated as of March 20, 2002.

10.8.36           First Stage Amendment and Agreement re: 1999 D&O Loans, dated
                  as of March 20, 2002, among Conseco, Inc., CDOC, Inc., CIHC,
                  Incorporated, JPMorgan Chase Bank and the various financial
                  institutions parties thereto.

10.48             Insurance Agreement by and between Registrant and Wendt Trust,
                  dated January 16, 2001 and Collateral Assignment by Wendt
                  Trust in favor of Registrant dated January 16, 2001 was filed
                  with the Commission as Exhibit 10.48 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.

10.49             Insurance Agreement by and between Registrant and Wendt Trust,
                  dated January 16, 2001 and Collateral Assignment by Wendt
                  Trust in favor of Registrant dated January 16, 2001 was filed
                  with the Commission as Exhibit 10.49 to the Registrant's
                  Report on Form 10-K for the year ended December 31, 2000 and
                  is incorporated herein by this reference.
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ARTICLE 1

Shares
Section 1.1. Certificate for Shares. Shares of the Corporation may be issued in book-entry form or evidenced by certificates. However, unless otherwise specified in the provisions of the Articles of Incorporation relating to the class of shares, every holder of shares of the Corporation shall be entitled upon request to have a certificate evidencing the shares owned by the shareholder, signed in the name of the Corporation by the Chairman of the Board, the President or a Vice President and the Secretary or an Assistant Secretary, certifying the number of shares owned by the shareholder in the Corporation. The signatures of the Chairman of the Board, the President, Vice President, Secretary and Assistant Secretary, the signature of the transfer agent and registrar, and the seal of the Corporation may be facsimiles. In case any officer or employee who shall have signed, or whose facsimile signature or signatures shall have been used on, any certificate shall cease to be an officer or employee of the Corporation before the certificate shall have been issued and delivered by the Corporation, the certificate may nevertheless be adopted by the Corporation and be issued and delivered as though the person or persons who signed the certificate or whose facsimile signature or signatures have been used thereon had not ceased to be such officer or employee of the Corporation; and the issuance and delivery by the Corporation of any such certificate shall constitute an adoption thereof.
Subject to the foregoing provisions, certificates representing shares of the Corporation shall be in such form as shall be approved by the Board of Directors. There shall be entered upon the stock books of the Corporation at the time of the issuance or transfer of each share the number of the certificate representing such share (if any), the name of the person owning the shares represented thereby, the class of such share and the date of the issuance or transfer thereof.
Section 1.2. Transfer of Shares. Shares of the Corporation shall be transferable only on the books of the Corporation and if the shares are evidenced by certificates, upon surrender of the certificate or certificates representing the same properly endorsed by the registered holder or by his or her duly authorized attorney, such endorsement or endorsements to be witnessed by one witness. The requirement for such witnessing may be waived in writing upon the form of endorsement by the Chairman of the Board, the President, a Vice President or the Secretary of the Corporation.
The Corporation and its transfer agents and registrars shall be entitled to treat the holder of record of any shares the absolute owner thereof for all purposes, and accordingly shall not be bound to recognize any legal, equitable or other claim to or interest in such shares on the part of any other person whether or not it or they shall have express or other notice thereof, except as otherwise expressly provided by statute. Shareholders shall notify the Corporation in writing of any changes in their addresses from time to time.
Section 1.3. Regulations. Subject to the provisions of this Article 1 the Board of Directors may make such rules and regulations as it may deem expedient concerning the issuance, transfer and regulation of certificates for shares or book-entry shares of the Corporation.
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Section 1.4. Lost, Stolen or Destroyed Certificates. The Corporation may issue a new certificate for shares of the Corporation in the place of any certificate theretofore issued and alleged to have been lost, stolen or destroyed, but the Board of Directors may require the owner of such lost, stolen or destroyed certificate, or such holder's legal representative, to furnish affidavit as to such loss, theft, or destruction, and to give a bond in such form and substance, and with such surety or sureties, with fixed or open penalty, as it may direct, to indemnify the Corporation and its transfer agents and registrars against any claim that may be made on account of the alleged loss, theft or destruction of such certificate or the issuance of such new certificate.
Section 1.5. Redemption of Shares Acquired in Control Share Acquisitions. Any or all control shares acquired in a control share acquisition shall be subject to Corporation's right to redeem, if either:
(a) No acquiring person statement has been filed with the Corporation with respect to the control share acquisition; or
(b) The control shares are not accorded full voting rights by the Corporation's shareholders as provided in IC 23-1-42-9.
A redemption pursuant to Section 1.5(a) may be made at any time during the period ending sixty (60) days after the date of the last acquisition of control shares by the acquiring person. A redemption pursuant to Section 1.5(b) may be made at any time during the period ending two (2) years after the date of the shareholder vote with respect to the voting rights of the control shares in question. Any redemption pursuant to this Section 1.5 shall be made at the fair value of the control shares and pursuant to such procedures for the redemption as may be set forth in these Bylaws or adopted by resolution of the Board of Directors.
As used in this Section 1.5, the terms "control shares," "control share acquisition," "acquiring person statement" and "acquiring person" shall have the meanings ascribed to them in IC 23-1-42.
ARTICLE 2

Shareholders
Section 2.1. Place of Meetings. Meetings of shareholders of the Corporation shall be held at the place within or without the State of Indiana, specified in the notices for such meetings.
Section 2.2. Annual Meetings. The annual meeting of the shareholders of the Corporation for the election of directors and for the transaction of such other business as properly may come before the meeting shall be held prior to June 30 of each year on such date as the Board of Directors shall determine by resolution. The failure to hold an annual meeting in any year shall not affect otherwise valid corporate acts or work any forfeiture or a dissolution of the Corporation.
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Section 2.3. Special Meetings. Special meetings of shareholders of the Corporation may be called by the Board of Directors, the Chairman of the Board or the President. The business transacted at a special meeting of shareholders shall be limited to the purpose or purposes specified in the notice for such meeting.
Section 2.4. Notice of Meeting. A written or printed notice, stating the place, day and hour of the meeting, and in case of a special meeting, the purpose or purposes for which the meeting is called, shall be delivered or mailed by the Secretary of the Corporation, or by the officers or persons calling the meeting, to each shareholder of record entitled to vote on the business proposed to be transacted at such meeting, at such address as appears upon the records of the Corporation, at least ten (10) days, and not more than sixty (60) days, before the date of the meeting. Notice of any such meeting may be waived in writing by any shareholder before or after the meeting. Attendance at any meeting in person, or by proxy when the instrument of proxy sets forth in reasonable detail the purpose or purposes for which the meeting is called, shall constitute a waiver of notice of such meeting. Notice of any adjourned meeting of the shareholders of the Corporation shall not be required to be given unless required by statute.
Section 2.5. Addresses of Shareholders. The address of any shareholder appearing upon the records of the Corporation shall be deemed to be the same address as the latest address of such shareholder appearing on the records maintained by the transfer agent for the class of shares held by such shareholder.
Section 2.6. Quorum. At any meeting of the shareholders a majority of the outstanding shares entitled to vote on a matter at such meeting, represented in person or by proxy, shall constitute a quorum for action on that matter. In the absence of a quorum, the holders of a majority of the shares entitled to vote present in person or by proxy, or, if no shareholder entitled to vote is present in person or by proxy, any officer entitled to preside at or act as Secretary of such meeting, may adjourn such meeting from time to time, until a quorum shall be present. At any such adjourned meeting at which a quorum may be present any business may be transacted which might have been transacted at the meeting as originally called.
Section 2.7. Voting. Except as otherwise provided by statute or by the Articles of Incorporation, at each meeting of the shareholders each holder of shares entitled to vote shall have the right to one vote for each share standing in the shareholder's name on the books of the Corporation on the record date fixed for the meeting under Section 2.9. Each shareholder entitled to vote shall be entitled to vote in person or by proxy executed in writing (which shall include telegraphing, cabling, facsimile, or electronic transmission) by the shareholder or a duly authorized attorney in fact. The vote of shareholders approving any matter to which the Articles of Incorporation, or any applicable statute, specifies a different percentage of affirmative vote shall require such percentage of affirmative vote. All other matters, except the election of directors, shall require that the votes cast in favor of the matter exceed the votes cast opposing the matter at a meeting at which a quorum is present. In the event that the Articles of Incorporation or any applicable statute shall require one or more classes of shares to vote as a separate voting class, the vote of each class shall be considered and decided separately.
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Section 2.8. Voting Lists. The Secretary shall make or cause to be made after a record date for a meeting of shareholders has been fixed under Section 2.9 and at least five (5) business days before such meeting, a complete list of the shareholders entitled to vote at such meeting, arranged in alphabetical order, with the address of each such shareholder and the number of shares so entitled to vote held by each which list shall be on file at the principal office of the Corporation and subject to inspection by any shareholder entitled to vote at the meeting. Such list shall be produced and kept open at the time and place of the meeting and subject to the inspection of any such shareholder during the holding of such meeting or any adjournment. Except as otherwise required by law, such list shall be the only evidence as to who are the shareholders entitled to vote at any meeting of the shareholders. In the event that more than one group of shares is entitled to vote as a separate voting group at the meeting, there shall be a separate listing of the shareholders of each group.
Section 2.9. Fixing of Record Date. For the purpose of determining shareholders entitled to notice of or to vote at any meeting of shareholders or any adjournment thereof, or entitled to receive payment of any dividend, or in order to make a determination of the shareholders for any other proper purpose, the Board of Directors shall fix in advance a date as the record date for any such determination of shareholders, not more than seventy (70) days prior to the date on which the particular action requiring this determination of shareholders is to be taken. When a determination of shareholders entitled to vote at any meeting of shareholders has been made as provided in this section, the determination shall, to the extent permitted by law, apply to any adjournment thereof.
Section 2.10. Organization. Meetings of shareholders shall be presided over by the Chairman of the Board, or in his or her absence, by the President, or in his or her absence, by a chairman designated by the Board of Directors, or in the absence of such designation by a chairman chosen at the meeting. The Secretary shall act as secretary of the meeting, but in his or her absence, the chairman of the meeting may appoint any person or act as secretary of the meeting.
Section 2.11. Shareholder Proposals and Board Nominations.
(a) At any annual meeting of the Corporation's shareholders, only such business shall be conducted as shall have been properly brought before the meeting. To be properly brought before an annual meeting, business must be (i) specified in the notice of meeting (or any supplement thereto) given by or at the direction of the Board of Directors, (ii) otherwise properly brought before the meeting by or at the direction of the Board of Directors, or (iii) otherwise properly brought before the meeting by a shareholder in accordance with these Bylaws. Business may be properly brought before an annual meeting by a shareholder only if written notice of the shareholder's intent to propose such business has been delivered, either by personal delivery, United States mail, first class postage prepaid, or other similar means, to the Secretary of the Corporation not later than one hundred twenty (120) calendar days in advance of the anniversary date of the release of the Corporation's proxy statement to shareholders in connection with the preceding year's annual meeting of shareholders, except that if no annual meeting was held in the previous year or the date of the annual meeting has been changed by more than thirty (30) calendar days from the anniversary of the annual meeting date stated in the previous year's proxy statement, a shareholder proposal shall be received by the Corporation not later than the tenth day
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following the day on which public announcement (as defined below) of the date of such meeting is first made. For the purposes of this Section, "public announcement" shall mean disclosure in a press release reported by the Dow Jones News Service, Associated Press or comparable national news service or in a document publicly filed by the Corporation with the Securities and Exchange Commission pursuant to Sections 13, 14 or 15(d) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"). In addition to the provisions of this paragraph, a shareholder shall also comply with all applicable requirements of the Exchange Act and the rules and regulations thereunder with respect to the matters set forth herein. Nothing in these By-laws shall be deemed to affect any rights of the shareholders to request inclusion of proposals in the Corporation's proxy statement pursuant to Rule 14a-8 under the Exchange Act or any successor provision.
(b) Each notice of new business must set forth: (i) the name and address of the shareholder who intends to raise the new business; (ii) the business desired to be brought forth at the meeting and the reasons for conducting such business at the meeting; (iii) a representation that the shareholder is a holder of record of shares of the Corporation entitled to vote with respect to such business and intends to appear in person or by proxy at the meeting to move the consideration of such business; (iv) such shareholder's total beneficial ownership of the Corporation's voting shares; and (v) such shareholder's interest in such business. The chairman of the meeting may refuse to acknowledge a motion to consider any business that he or she determines was not made in compliance with the foregoing procedures.
(c) An adjourned meeting, if notice of the adjourned meeting is not required to be given to shareholders, shall be regarded as a continuation of the original meeting, and any notice of new business must have met the foregoing requirements as of the date of the original meeting. In the event of an adjourned meeting where notice of the adjourned meeting is required to be given to shareholders, any notice of new business made by a shareholder with respect to the adjourned meeting must meet the foregoing requirements based upon the date on which notice of the date of the adjourned meeting was given.
(d) Nominations for the election of directors may be made by the Board of Directors or a committee appointed by the Board of Directors or by any shareholder entitled to vote in the election of directors generally. However, any shareholder entitled to vote in the election of directors may nominate one or more person for election as director(s) at a meeting only if written notice of such shareholder's intent to make such nomination or nominations has been delivered, either by personal delivery, United States mail, first class postage prepaid, or other similar means, to the Secretary of the Corporation not later than (i) with respect to an election to be held at an annual meeting of shareholders, one hundred twenty (120) calendar days in advance of the anniversary date of the release of the Corporation's proxy statement to shareholders in connection with the preceding year's annual meeting of shareholders, except that if no annual meeting was held in the previous year or the date of the annual meeting has been changed by more than thirty (30) calendar days from the anniversary of the annual meeting date stated in the previous year's proxy statement, a nominee proposal shall be received by the Corporation not later than the close of business on the tenth day following the date on which public announcement of the date of such meeting is first made and
(ii) with respect to an election to be held at a special meeting of shareholders for the election of directors, the close of business on the tenth day following the date on which public announcement of the date of such meeting is first made.
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(e) Each such notice shall set forth: (i) the name and address of the shareholder who intends to make the nomination and of the person or persons to be nominated; (ii) a representation that the shareholder is a holder of record of shares of the Corporation entitled to vote at such meeting to nominate the person or persons specified in the notice; (iii) a description of all relationships, arrangements or understandings between the shareholder and each nominee and any other person or persons (naming such person or persons) pursuant to which the nomination or nominations are to be made by the shareholder; (iv) such other information regarding each nominee proposed by such shareholder as would be required to be included in a proxy statement filed pursuant to the proxy rules of the Securities and Exchange Commission had the nominee been nominated, or intended to be nominated, by the Board of Directors; and (v) the consent of each nominee to serve as a director of the Corporation if so elected. The chairman of the meeting may determine and declare to the meeting that a nomination was not made in compliance with the foregoing procedures in which case the nomination shall be disregarded.
ARTICLE 3

Board of Directors
Section 3.1. Number, Election and Term of Office. The business of the Corporation shall be managed by a Board of Directors consisting of eleven (11) members, which number may be increased or diminished by not less than a majority of the Directors then in office; provided that the number may not be increased to more than fourteen (14) and may not be diminished below five (5) and no reduction in number shall have the effect of shortening the term of any incumbent Director. Directors need not be shareholders of the Corporation. Except as otherwise provided by law, the Articles of Incorporation or by these Bylaws, the Directors of the Corporation shall be elected at the annual meeting of shareholders in each year by a plurality of the votes cast by shareholders entitled to vote in the election at the meeting, provided a quorum is present. The Board of Directors shall be divided into three classes, as nearly equal in number as the then total number of Directors constituting the whole Board permits, with the term of office of one class expiring each year.
At each annual meeting of shareholders the successors to the class of Directors whose term shall then expire shall be elected and each Director so elected shall hold office until such Director's successor is elected and qualified, or until his or her earlier resignation or removal. If the number of Directors is changed, any increase or decrease in the number of Directors shall be apportioned among the three classes so as to make all classes as nearly equal in number as possible. Notwithstanding the foregoing, whenever holders of any Preferred Stock, or any series thereof, shall be entitled, voting separately as a class, to elect any Directors, all Directors so elected shall be allocated, each time they are so elected, to the class whose term expires at the next succeeding annual meeting of shareholders and the terms of all Directors so elected by such holders shall expire at the next succeeding annual meeting of shareholders, in each case except to the extent otherwise provided in the Articles of Incorporation.
Section 3.2. Vacancies. Except as may be otherwise provided in the Articles of Incorporation, any vacancy which may occur in the Board of Directors caused by resignation, death or other incapacity, or increase in the number of Directors shall be filled by a majority vote
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of the remaining members of the Board of Directors. Each replacement or new Director shall serve for the balance of the term of the class of the Director he or she succeeds or, in the event of an increase in the number of directors, of the class to which he or she is assigned.
Section 3.3. Quorum; Action. A majority of the actual number of Directors elected and qualified, from time to time, shall be necessary to constitute a quorum for the transaction of any business, except for any matters which the Articles of Incorporation, these Bylaws or any applicable statute specifies may be approved by a lesser number. If a quorum is present when a vote is taken, the affirmative vote of a majority of the Directors present is the act of the Board of Directors, unless the Articles of Incorporation or these Bylaws provide otherwise.
Section 3.4. Action by Consent. Any action required or permitted to be taken at any meeting of the Board of Directors may be taken without a meeting, if taken by all members of the Board of Directors, as the case may be, evidenced by one or more written consents signed by all such members and effective on the date, either prior or subsequent to the date of the consent, specified in the written consent, or if no effective date is specified in the written consent, the date on which the consent is filed with the minutes of proceedings of the Board of Directors.
Section 3.5. Telephonic Meetings. Directors, or any committee of Directors designated by the Board of Directors, may participate in a meeting of the Board of Directors or such committee by means of conference telephone or similar communications equipment by means of which all persons participating in the meeting can hear each other, and participation in a meeting pursuant to this
Section 3.5 shall constitute presence in person at such meeting.
Section 3.6. Attendance and Failure to Object or Abstain. A Director who is present at a meeting of the Board of Directors or a committee of the Board of Directors when corporate action is taken is deemed to have assented to the action taken unless:
(a) The Director objects at the beginning of the meeting (or promptly upon the Director's arrival) to holding it or transacting business at the meeting;
(b) The Director's dissent or abstention from the action taken is entered in the minutes of the meeting; or
(c) The Director delivers written notice of the Director's dissent or abstention to the presiding officer of the meeting before its adjournment or to the Secretary of the Corporation immediately after adjournment of the meeting. The right of dissent or abstention is not available to a Director who votes in favor of the action taken.
Section 3.7. Annual Meeting. Unless otherwise provided by resolution of the Board of Directors, the Board of Directors shall meet each year immediately after the annual meeting of the shareholders, at the place where such meeting of the shareholders has been held, for the purpose of appointment of committees, election of officers, and consideration of any other business that may properly be brought before the meeting. No notice of any kind to either old or new members of the Board of Directors for such annual meeting shall be necessary.
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Section 3.8. Regular Meetings. Regular meetings of the Board of Directors may be held without any notice whatever at such places and times, as may be fixed from time to time by resolution of the Board of Directors.
Section 3.9. Special Meetings. Special meetings of the Board of Directors may be called at any time by the Chairman of the Board or the President, and shall be called on the written request of any two Directors. Notice of the date, time and place of such a special meeting shall be sent by the Secretary or an Assistant Secretary to each Director at his or her residence or usual place of business by letter, telegram or facsimile, at such time that, in regular course, such notice would reach such place not later than during the day immediately preceding the day for such meeting; or may be delivered by the Secretary or an Assistant Secretary to a Director personally at any time during such preceding day. The notice need not describe the purpose of the special meeting. In lieu of such notice, a Director may sign a written waiver of notice either before the time of the meeting, at the time of the meeting, or after the time of the meeting.
Any meeting of the Board of Directors for which notice is required shall be a legal meeting, without notice thereof having been given, if all the Directors, who do not waive notice thereof in writing, shall be present in person.
Section 3.10. Place of Meeting. The Directors may hold their meetings, within and without the State of Indiana.
Section 3.11. Compensation of Directors. The Board of Directors is empowered and authorized to fix and determine the compensation of Directors for attendance at meetings of the Board and additional compensation for such additional services any of such Directors may perform for the Corporation.
ARTICLE 4

Committees
Section 4.1. Committees. The Board of Directors may from time to time, in its discretion, by resolution passed by a majority of the entire Board of Directors, designate committees of the Board of Directors consisting of such number of directors as the Board of Directors shall determine, which shall have and may exercise such lawfully delegable powers and duties of the Board of Directors as shall be conferred or authorized by such resolution. The Board of Directors shall have the power to change at any time the members of any such committee, to fill vacancies and to dissolve any such committee.
Section 4.2. Quorum and Manner of Acting. A majority of the members of any committee of the Board of Directors shall constitute a quorum for the transaction of business at any meeting of such committee, and the act of a majority of the members present at any meeting at which a quorum is present shall be the act of such committee.
Section 4.3. Committee Chairman, Books and Records, Etc. The chairman of each committee of the Board of Directors shall be selected from among the members of such committee by the Board of Directors. Each committee shall keep a record of its acts and proceedings, and all actions of each committee shall be reported to the Board of Directors when
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required. Except to the extent inconsistent with the resolutions of the Board of Directors creating a committee, the provisions of these Bylaws concerning meetings of the Board of Directors, actions without meetings, notice and waiver of notice and telephonic participation apply to each committee.
Section 4.4. Executive Committee. Two or more Directors of the Corporation shall be appointed by the Board of Directors to act as an Executive Committee. The Executive Committee shall have and exercise all power and authority of the Board of Directors in the management of the Corporation to the fullest extent permitted by statute.
Section 4.5. Compensation Committee. Two or more Directors of the Corporation shall be appointed by the Board of Directors to act as a Compensation Committee, each of whom shall be a director who is not an employee of the Corporation or any subsidiary thereof. The Compensation Committee shall have the power and authority to set the compensation of the officers of the Corporation and to act with respect to the compensation, option and other benefit plans of the Corporation.
Section 4.6. Audit Committee. Two or more Directors of the Corporation shall be appointed by the Board of Directors to act as an Audit Committee, each of whom shall be a director who is not an employee of the Corporation or any subsidiary thereof. The Audit Committee shall have general oversight responsibility with respect to the Corporation's accounting and financial reporting activities, including meeting with the Corporation's independent auditors and its chief financial and accounting officers to review the scope, cost and results of the independent audit and to review internal accounting controls, policies and procedures. The Audit Committee also shall make recommendations to the Board of Directors as to the selection of independent auditors. In addition, the Audit Committee shall oversee the compliance programs of the Corporation and its subsidiaries where such oversight is delegated to the Audit Committee by either the Board of Directors or embodied in an agreement executed by the Corporation or the applicable subsidiary. In undertaking the foregoing responsibilities, the Audit Committee shall have unrestricted access, if necessary, to the Corporation's personnel and documents and shall be provided with the resources and assistance necessary to discharge its responsibilities, including periodic reports from management assessing the impact of regulation, accounting, and reporting of other significant matters that may affect the Corporation.
ARTICLE 5

Officers
Section 5.1. Officers, General Authority and Duties. The officers of the Corporation shall be a Chairman of the Board, a President, one (1) or more Vice Presidents, a Secretary, a Treasurer, a Chief Accounting Officer, and such other officers as may be elected or appointed in accordance with the provisions of Section 5.3. One (1) or more of the Vice Presidents may be designated by the Board to serve as an Executive Vice President. Any two (2) or more offices may be held by the same person. All officers and agents of the Corporation, as between themselves and the Corporation, shall have such authority and perform such duties in the management of the Corporation as may be provided in these Bylaws or as may be determined by resolution of the Board of Directors not inconsistent with these Bylaws.
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Section 5.2. Election, Term of Office, Qualifications. Each officer (except such officers as may be appointed in accordance with the provisions of
Section 5.3) shall be elected by the Board of Directors. Each such officer (whether elected at an annual meeting of the Board of Directors or to fill a vacancy or otherwise) shall hold office until the officer's successor is chosen and qualified, or until death, or until the officer shall resign in the manner provided in Section 5.4 or be removed in the manner provided in Section 5.5. The Chairman of the Board shall be chosen from among the Directors. Any other officer may but need not be a Director of the Corporation. Election or appointment of an officer shall not of itself create contract rights.
Section 5.3. Other Officers, Election or Appointment. The Board of Directors from time to time may elect such other officers or agents (including one or more Second or Assistant Vice Presidents, one or more Assistant Secretaries and one or more Assistant Treasurers) as it may deem necessary or advisable. The Board of Directors may delegate to any officer the power to appoint any such officers or agents and to prescribe their respective terms of office, powers and duties.
Section 5.4. Resignation. Any officer may resign at any time by giving written notice of such resignation to the Board of Directors, the Chairman of the Board, the President or the Secretary of the Corporation. Unless otherwise specified in such written notice, such resignation shall take effect upon receipt thereof and unless otherwise specified in it, the acceptance of the resignation shall not be necessary to make it effective.
Section 5.5. Removal. The officers specifically designated in Section 5.1 may be removed, either for or without cause, at any meeting of the Board of Directors called for such purpose, by the vote of a majority of the actual number of Directors elected and qualified. The officers and agents elected or appointed in accordance with the provisions of Section 5.3 may be removed, either for or without cause, at any meeting of the Board of Directors at which a quorum be present, by the vote of a majority of the Directors present at such meeting, by any superior officer upon whom such power of removal shall have been conferred by the Board of Directors, or by any officer to whom the power to appoint such officer has been delegated by the Board of Directors pursuant to
Section 5.3. Any removal shall be without prejudice to the contract rights, if any, of the person so removed.
Section 5.6. Vacancies. A vacancy in any office by reason of death, resignation, removal, disqualification or any other cause, may be filled by the Board of Directors or by an officer authorized under Section 5.3 to appoint to such office.
Section 5.7. The Chairman of the Board. The Chairman of the Board, who shall be chosen from among the Directors, shall have general supervision and direction over the business and affairs of the Corporation and shall exercise executive management of the day-to-day operations of the Corporation, subject however to the control of the Board of Directors, shall preside at all meetings of the Board of Directors and the shareholders, and shall perform such other duties as, from time to time, may be assigned to him or her by the Board of Directors. The Chairman of the Board shall be the Chief Executive Officer.
Section 5.8. The President. The President shall perform all the duties ordinarily connected with the office of President and shall perform such other duties as, from time to time, may be assigned to him or her by the Board of Directors. In the case of the absence or inability
10
to act of the Chairman of the Board, the President shall perform the duties of the Chairman of the Board, and, when so acting, shall have all the powers of the Chairman of the Board.
Section 5.9. The Vice Presidents. Each Vice President shall have such powers and perform such duties as the Board of Directors may from time to time prescribe or as the Chairman of the Board or the President may from time to time delegate to him or her. The Board of Directors may designate certain Vice Presidents as being in charge of designated divisions or functions of the Corporation's business and add appropriate descriptions to their titles. At the request of the President, any Executive Vice President may, in the case of the absence or inability to act of the President, temporarily act in such officer's place, and, when so acting, shall have all the powers of the President. In the case of the death of the President, or in the case of his or her absence or inability to act without having designated an Executive Vice President to act temporarily in his or her place, the Executive Vice President so to perform the duties of the President shall be designated by the Board of Directors.
Section 5.10. Second or Assistant Vice Presidents. Each Second or Assistant Vice President (if one or more Second or Assistant Vice Presidents be elected or appointed) shall perform such other duties as are from time to time delegated to him or her by the Chairman of the Board, the President, a Vice President, or the Board of Directors. At the request of one of the Vice Presidents, or in his or her absence or inability to act, a Second or Assistant Vice President designated by the Vice President shall perform the duties of such Vice President, and when so acting shall have all the powers of the Vice President. In the case of the death of a Vice President, or in the case of his or her absence or inability to act without having designated a Second or Assistant Vice President to act temporarily in his or her place, the Second or Assistant Vice President so to perform the duties of the Vice President shall be designated by the Board of Directors, the Chairman of the Board or the President.
Section 5.11. The Secretary. The Secretary shall:
(a) record all the proceedings of the meetings of the shareholders and of the Board of Directors in books to be kept for such purposes;
(b) cause all notices to be duly given in accordance with the provisions of these Bylaws and as required by statute;
(c) be custodian of the seal of the Corporation, and cause the seal to be affixed to all certificates representing shares of the Corporation prior to the issuance thereof (subject, however, to the provisions of Article 1) and to all instruments the execution of which on behalf of the Corporation under its seal shall have been duly authorized in accordance with these Bylaws;
(d) subject to the provisions of Article 1, sign certificates representing shares of the Corporation the issuance of which shall have been authorized by the Board of Directors; and,
(e) in general, perform all duties incident to the office of Secretary and such other duties as may, from time to time, be given to him or her by these Bylaws, the Board of Directors, the Chairman of the Board, the President or any Vice President.
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Section 5.12. The Assistant Secretaries. Each Assistant Secretary (if one or more Assistant Secretaries be elected or appointed) shall assist the Secretary in his or her duties, and shall perform such other duties as the Board of Directors may from time to time prescribe or the Chairman of the Board, the President, any Vice President or the Secretary may from time to time delegate to him or her. At the request of the Secretary, any Assistant Secretary may, in the case of the absence or inability to act of the Secretary, temporarily act in the Secretary's place. In the case of the death of the Secretary, or in the case of his or her absence or inability to act without having designated an Assistant Secretary to act temporarily in his or her place, the Assistant Secretary so to perform the duties of the Secretary shall be designated by the Board of Directors, Chairman of the Board or the President.
Section 5.13. The Treasurer. The Treasurer shall:
(a) have charge of the funds, securities, receipts and disbursements of the Corporation;
(b) cause the moneys and other valuable effects of the Corporation to be deposited or invested in the name and to the credit of the Corporation in such banks or trust companies or with such bankers or other depositories or investments as shall be selected in accordance with resolutions adopted by the Board of Directors;
(c) cause the funds of the Corporation to be disbursed from the authorized depositories of the Corporation, and cause to be taken and preserved proper records of all moneys disbursed; and,
(d) in general, shall perform all the duties incident to the office of Treasurer and such other duties as, from time to time, may be assigned to him by the Board of Directors, the Chairman of the Board, the President or any Vice President.
Section 5.14. The Assistant Treasurers. Each Assistant Treasurer (if one or more Assistant Treasurers be elected or appointed) shall assist the Treasurer in his or her duties, and shall perform such other duties as the Board of Directors, the Chairman of the Board, the President, any Vice President or Treasurer may from time to time delegate to him or her. At the request of the Treasurer, any Assistant Treasurer may, in the case of the absence or inability to act of the Treasurer, temporarily act in his or her place. In the case of the death of the Treasurer, or in the case of his or her absence or inability to act without having designated an Assistant Treasurer to act temporarily in his or her place, the Assistant Treasurer so to perform the duties of the Treasurer shall be designated by the Board of Directors, the Chairman of the Board or the President.
Section 5.15. The Chief Accounting Officer. The Chief Accounting Officer shall:
(a) keep or cause to be kept full and accurate accounts of all assets, liabilities, commitments, receipts, disbursements, costs and expenses and other financial transactions of the Corporation in books belonging to the Corporation, and conform them to sound accounting principles with adequate internal control;
(b) cause regular audits of such books and records to be made;
12
(c) see that all expenditures are made in accordance with procedures duly established, from time to time, by the Corporation;
(d) render financial statements upon the request of the Board of Directors, and a full financial report prior to the annual meeting of shareholders, as well as such other financial statements as are required by law or regulation; and
(e) in general, perform all the duties ordinarily connected with the office of Chief Accounting Officer and such other duties as, from time to time, may be assigned to him or her by the Board of Directors, the Chairman of the Board, the President or any Vice President.
Section 5.16. Salaries. The salaries of the officers shall be fixed, from time to time, by the Board of Directors or the Compensation Committee. No officer shall be prevented from receiving such salary by reason of the fact he is also a Director of the Corporation.
ARTICLE 6

Corporate Instruments, Loans and Funds
Section 6.1. Execution of Instruments Generally. All deeds, contracts, notes, bonds and other instruments requiring execution by the Corporation may be signed by the Chairman of the Board, the President, any Vice President, Treasurer or the Secretary. Authority to sign any deed, contract, note, bond or other instrument requiring execution by the Corporation may be conferred by the Board of Directors upon any person or person whether or not such person or persons be officers of the Corporation. Such person or person may delegate, from time to time, by instrument in writing, all or any part of such authority to any other person or persons if authorized so to do by the Board of Directors.
Section 6.2. Execution and Endorsement of Negotiable Instruments. All checks, drafts, bills of exchange and orders for the payment of money of the Corporation shall, unless otherwise directed by the Board of Directors, or unless otherwise required by law, be signed or endorsed for deposit in its behalf by any one of the following officers: the Chairman of the Board, the President, any Vice President, the Treasurer, any Assistant Treasurer or the Secretary. Checks payable to the Corporation may also be endorsed for deposit in one of the bank accounts of the Corporation by the affixation of a rubber stamp bearing the legend "For Deposit Only -- CONSECO, INC.". Authority to sign any checks, drafts, bills of exchange and orders for payment of money requiring execution by the Corporation may be conferred by the Board of Directors upon any person or persons whether or not such person or persons be officers of the Corporation. Such person or persons may delegate, from time to time, by instrument in writing, all or any part of such authority to any other person or persons if authorized to do so by the Board of Directors.
Section 6.3. Opening of Bank Accounts. Bank accounts shall be opened in the name of the Corporation by any one of the following officers: The Chairman of the Board, the President, any Vice President, the Chief Accounting Officer, the Treasurer or any Assistant Treasurer of the Corporation. Each of such officers shall have power to open bank accounts in the name of the Corporation, singly, without necessity of countersignature. The Board of Directors may designate officers and employees of the Corporation, other than those named above, who may open bank
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accounts in the name of the Corporation. The term "bank accounts" shall include, without limiting the generality thereof, accounts with banks, banking associations, trust companies, building and loan associations, savings and loan associations, cooperative banks, investment bankers and brokerage firms.
Section 6.4. Voting of Stock Owned by Corporation. Subject always to the further orders and directions of the Board of Directors, any share or shares of stock issued by any other corporation and owned or controlled by the Corporation may be voted at any shareholders' meeting of such other corporation by the Chairman of the Board, the President, any Vice President or the Treasurer of the Corporation. Whenever, in the judgment of the Chairman of the Board, the President or Treasurer, it is desirable for the Corporation to execute a proxy or give a stockholders' consent in respect to any share or shares of stock issued by any other corporation and owned by the Corporation, such proxy or consent shall be executed in the name of the Corporation by the Chairman of the Board, the President, any Vice President or the Treasurer. Any person or persons designated in the manner above stated as the proxy or proxies of the Corporation shall have full right, power and authority to vote shares of stock issued by such other corporation and owned by the Corporation the same as such shares might be voted by the Corporation.
ARTICLE 7

Indemnification
Section 7.1. Indemnification of Officers, Directors and Other Eligible Persons. To the fullest extent not inconsistent with applicable law, every Eligible Person shall be indemnified by the Corporation against all Liability and Expense that may be incurred by him or her in connection with or resulting from any Claim, (a) if such Eligible Person is Wholly Successful with respect to the Claim, or (b) if not Wholly Successful, then if such Eligible Person is determined, as provided in either Section 7.7 or 7.8, to have acted in good faith, in what he or she reasonably believed to be the best interests of the Corporation or at least not opposed to its best interests and, in addition, with respect to any criminal claim, is determined to have had reasonable cause to believe that his or her conduct was lawful or had no reasonable cause to believe that his or her conduct was unlawful. The termination of any Claim, by judgment, order, settlement (whether with or without court approval), or conviction or upon a plea of guilty or of nolo contendere, or its equivalent, shall not create a presumption that an Eligible Person did not meet the standards of conduct set forth in clause (b) of this Section 7.1. The actions of an Eligible Person with respect to an employee benefit plan shall be deemed to have been taken in what the Eligible Person reasonably believed to be the best interests of the Corporation or at least not opposed to its best interests if the Eligible Person acted in good faith and in a manner he or she reasonably believed to be in the interest of the participants or beneficiaries of the employee benefit plan.
To the extent an Eligible Person has the right to receive indemnity from another entity (including, but not limited to, a subsidiary of the Corporation), the indemnity obligations of the Corporation under this Article 7 to the Eligible Person are (as between the Corporation and such other entity) subordinate and junior to the indemnity obligations of such entity to the Eligible Person. If the Corporation indemnifies an Eligible Person entitled to indemnity from another entity (including, but not limited to, a subsidiary of the Corporation), the Corporation shall have
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the right of subrogation to be reimbursed from such other entity the amount of indemnity payments the Eligible Person was otherwise entitled to receive from such other entity.
Section 7.2. Definition of Claim. The term "Claim" as used in this Article 7 shall include every pending, threatened or completed claim, action, suit or proceeding and all appeals thereof (whether brought by or in the right of the Corporation or any other corporation or otherwise, and whether civil, criminal, administrative or investigative, formal or informal), in which an Eligible Person may become involved, as a party or otherwise (including, without limitation, as a witness):
(a) by reasons of his or her being or having been an Eligible Person, or
(b) by reason of any action taken or not taken by such Eligible Person in his or her capacity as an Eligible Person, whether or not such Eligible Person continued in such capacity at the time any Liability or Expense related to such Claim shall have been incurred.
Section 7.3. Definition of Eligible Person. The term "Eligible Person" as used in this Article 7 shall mean every person (and the estate, heirs and personal representatives of such person) who is or was a director, officer or employee of the Corporation or a wholly-owned subsidiary of the Corporation (including, but not limited to, Conseco Services, LLC) or who, while a director, officer or employee of the Corporation or a wholly-owned subsidiary of the Corporation, is or was serving at the request of the Corporation or a wholly-owned subsidiary of the Corporation as a director, officer, employee, partner, member, manager, trustee or fiduciary of another foreign or domestic corporation, partnership, joint venture, limited liability company, trust, employee benefit plan or other organization or entity, whether for profit or not. An Eligible Person shall also be considered to have been serving an employee benefit plan at the request of the Corporation or a wholly-owned subsidiary of the Corporation if his or her duties to the Corporation or a wholly-owned subsidiary of the Corporation also imposed duties on, or otherwise involved services by, him or her to the plan or to participants in or beneficiaries of the plan. The Corporation shall not be required to indemnify a person in connection with a proceeding initiated by such person, including a counterclaim or cross claim, unless the proceeding was authorized by the Board of Directors or commenced following a Change of Control with respect to actions or failure to act prior to such Change of Control.
Section 7.4. Definitions of Liability and Expense. The Terms "Liability" and "Expense" as used in this Article 7 shall include, but shall not be limited to, reasonable counsel fees and disbursements and amounts of judgments, fines or penalties against (including excise taxes assessed with respect to an employee benefit plan), and amounts paid in settlement by or on behalf of, an Eligible Person.
Section 7.5. Definition of Wholly Successful. The term "Wholly Successful" as used in this Article 7 shall mean (i) termination of any Claim against the Eligible Person in question without any finding of liability or guilt against him or her, (ii) approval by a court, with knowledge of the indemnity herein provided, of a settlement of any Claim, or (iii) the expiration of a reasonable period of time after the making or threatened making of any Claim without the institution of the same, without any payment or promise made to induce a settlement.
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Section 7.6. Definition of Change of Control. The term "Change of Control" as used in this Article 7 shall mean a change of control of a nature that would be required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A promulgated under the Securities and Exchange Act of 1934 (the "1934 Act") as revised effective January 20, 1987, or, if Item 6(e) is no longer in effect, any regulations issued by the Securities and Exchange Commission pursuant to the 1934 Act which serve similar purposes; provided, that, without limitation, (x) such a change of control shall be deemed to have occurred if and when either (A) except as provided in (y) below, any "person" (as such term is used in Sections 13(d) and 14(d) of the 1934 Act) is or becomes a "beneficial owner" (as such term is defined in Rule 13d-3 promulgated under the 1934 Act), directly or indirectly, of securities of the Corporation representing 25% or more of the combined voting power of the Corporation's then outstanding securities entitled to vote with respect to the election of its Board of Directors or (B) as the result of a tender offer, merger, consolidation, sale of assets, or contest for election of directors, or any combination of the foregoing transactions or events, individuals who were members of the Board of Directors of the Corporation immediately prior to any such transaction or event shall not constitute a majority of the Board of Directors following such transaction or event, and (y) no such change of control shall be deemed to have occurred if and when either (A) any such change is the result of a transaction which constitutes a "Rule 13e-3 transaction" as such term is defined in Rule 13e-3 promulgated under the 1934 Act or (B) any such person becomes, with the approval of the Board of Directors of the Corporation, the beneficial owner of securities of the Corporation representing 25% or more but less than 50% of the combined voting power of the Corporation's then outstanding securities entitled to vote with respect to the election of its Board of Directors and in connection therewith represents, and at all times continues to represent, in a filing, as amended, with the Securities and Exchange Commission on Schedule 13D or Schedule 13G (or any successor Schedule thereto) that "such person has acquired such securities for investment and not with the purpose nor with the effect of changing or influencing the control of the Corporation, nor in connection with or as a participant in any transaction having such purpose or effect," or words of comparable meaning and import. The designation by any such person, with the approval of the Board of Directors of the Corporation, of a single individual to serve as a member of, or observer at meetings of, the Corporation's Board of Directors, shall not be considered "changing or influencing the control of the Corporation" within the meaning of the meaning of the immediately preceding clause (B), so long as such individual does not constitute at any time more than one-third of the total number of directors serving on such Board.
Section 7.7. Procedure for Determination of Entitlement to Indemnification. The determination of whether an Eligible Person who is or at the time of Claim was a Director (other than one who has been Wholly Successful with respect to any Claim or one who has requested indemnification following a Change of Control with respect to actions or failure to act prior to such Change of Control) is entitled to indemnification shall be made by any one of the following methods, such method to be selected by the Board of Directors:
(a) by the Board of Directors by a majority vote of a quorum consisting of Directors who are not and have not been parties to the Claim;
(b) if a quorum cannot be obtained under (a), by the majority vote of a committee duly designated by the Board of Directors (in which designation Directors who are or who have been parties to the Claim may participate), consisting solely of two or more Directors who are not and have not been parties to the Claim;
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(c) by special legal counsel (which may be regular counsel of the Corporation) (i) selected by the Board of Directors or a committee thereof in the manner prescribed in (a) or (b); or (ii) if a quorum of the Board of Directors cannot be obtained under (a) and a committee cannot be designated under (b), selected by a majority vote of the full Board of Directors (in which selection Directors who are or who have been parties to the Claim may participate).
If a Change in Control shall have occurred, the Eligible Person who is or at the time of Claim was a Director shall be presumed to be entitled to indemnification (with respect to actions or failures to act occurring prior to such Change in Control) upon submission of a request for indemnification, and thereafter the Corporation shall have the burden of proof to overcome that presumption in reaching a contrary determination. The method for determining entitlement to indemnification shall be by special legal counsel selected by the Eligible Person, but only such special legal counsel to which a majority of the Directors who are not and have not been parties to the Claim do not object.
In the case of Eligible Persons who are not or were not Directors of the Corporation, the determination of whether the Eligible Person (other than one who has been Wholly Successful with respect to any Claim) is entitled to indemnification shall be made (a) by the Chairman of the Board or (b) if the Chairman of the Board so directs or in his or her absence, in the manner such determination would have been made if the Eligible Person was a Director of the Corporation.
Section 7.8. Application to Court for Determination. If an Eligible Person claiming indemnification pursuant to Section 7.7 is found not to be entitled thereto, the Eligible Person may apply for indemnification with respect to a Claim to a court of competent jurisdiction, including a court in which the Claim is pending against the Eligible Person. On receipt of an application, the court, after giving notice to the Corporation and giving the Corporation opportunity to present to the court any information or evidence relating to the claim for indemnification that the Corporation deems appropriate, may order indemnification if it determines that the Eligible Person is entitled to indemnification with respect to the Claim because such Eligible Person met the standards of conduct set forth in Section 7.1(b). If the court determines that the Eligible Person is entitled to indemnification, the court shall also determine the reasonableness of the Eligible Person's Expenses.
Section 7.9. Nonexclusivity. The rights of indemnification provided in this Article 7 shall be in addition to any rights to which any Eligible Person may otherwise be entitled. Irrespective of the provisions of this Article 7, the Board of Directors may, at any time and from time to time, (a) approve indemnification of any Eligible Person to the fullest extent permitted by the provisions of applicable law at the time in effect, whether on account of past or future transactions, and (b) authorize the Corporation to purchase and maintain insurance on behalf of any Eligible Person against any Liability asserted against him or her and incurred by him or her in any such capacity, or arising out of his or her status as such, whether or not the Corporation would have the power to indemnify him or her against such Liability.
Section 7.10. Advancement of Expenses. The Corporation shall advance to an Eligible Person who is a director or officer of the Corporation the Expenses incurred by such Eligible Person with respect to any Claim. The Corporation may advance to an Eligible Person who is not a director or officer of the Corporation the Expenses incurred by such Eligible Person with respect
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to any Claim. The Corporation shall advance such Expenses within sixty (60) days after the receipt by the Corporation of a statement or statements from the Eligible Person requesting such advance or advances from time to time, whether prior to or after final disposition of such Claim unless a determination has been made pursuant to Section 7.1 that such Eligible Person is not entitled to indemnification. Any such statement or statements shall reasonably evidence the expenses incurred by the Eligible Person and shall include a written affirmation or undertaking to repay advances if it is ultimately determined that the Eligible Person is not entitled to indemnification under this Article.
Section 7.11. Insurance, Contracts and Funding. The Corporation may purchase and maintain insurance to protect itself and any Eligible Person against any expense, judgments, fines and amounts relating to any Claim or incurred by any Eligible Person in connection with any Claim, to the fullest extent permitted by applicable law now or hereafter in effect. The Corporation may enter into agreements with any Eligible Person supplemental to or in furtherance of the provisions of this Article and may create a trust fund or use other means (including, without limitation, a letter of credit) to ensure the payment of such amounts as may be necessary to effect indemnification and advancement of expenses as provided in this Article.
Section 7.12. Nature of Provisions. The provisions of this Article 7 shall be deemed to be a contract between the Corporation and each Eligible Person, and an Eligible Person's rights hereunder shall not be diminished or otherwise adversely affected by any repeal, amendment or modification of this Article 7 that occurs subsequent to such person becoming an Eligible Person with respect to acts occurring prior to such repeal, amendment or modification.
Section 7.13. Applicability of Provisions. The provisions of this Article 7 shall be applicable to Claims made or commenced after the adoption hereof, whether arising from acts or omissions to act occurring before or after the adoption hereof.
ARTICLE 8

Miscellaneous
Section 8.1. Amendments. The power to make, alter, amend, or repeal these Bylaws is vested in the Board of Directors, but the affirmative vote of a majority of the actual number of Directors elected and qualified, from time to time, shall be necessary to effect any alteration, amendment or repeal of these Bylaws.
Section 8.2. Seal. The seal of the Corporation shall be circular in form and mounted on a metal die, suitable for impressing the same upon paper. About the upper periphery of the seal shall appear the words "CONSECO, INC.," and about the lower periphery thereof, the word "Indiana." In the center of the seal shall appear the word "Seal."
Section 8.3. Fiscal Year. The fiscal year of the Corporation shall begin on the first day of January of each year and end upon the last day of December in the same year.
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Exhibit 4.31.13
SECOND AMENDMENT TO FIVE-YEAR CREDIT AGREEMENT
THIS SECOND AMENDMENT TO FIVE-YEAR CREDIT AGREEMENT, dated as of May 30, 2001 (this "Amendment"), is made by and among Conseco, Inc., an Indiana corporation (the "Company"), the various financial institutions signatory hereto (the "Banks") and Bank of America, N.A. (formerly known as Bank of America National Trust and Savings Association), a national banking association, individually and as agent for the Banks (the "Agent").
W I T N E S S E T H:
WHEREAS, the Company, the Banks and the Agent are party to that certain Five-Year Credit Agreement, dated as of September 25, 1998 (as heretofore amended, the "Credit Agreement") and the Loan Documents referred to in the Credit Agreement;
WHEREAS, the Company and the Banks have agreed to amend the Credit Agreement on the terms and conditions herein set forth.
NOW, THEREFORE, the parties hereto hereby agree as follows:
1. Definitions. Capitalized terms used but not otherwise defined herein shall have the meanings assigned to such terms in the Credit Agreement (as amended hereby).
2. Amendment to Credit Agreement. Section 4.01 of the Appendix is hereby amended by the addition of the following at the end:
"(n) Indebtedness of Conseco in an aggregate principal amount not to exceed $750,000,000 in respect of bonds, dated prior to December 31, 2001, which bonds shall not have any principal amounts payable or redeemable (except in common stock upon conversion) prior to May 30, 2005."
As so amended Section 4.01 shall be as set forth in Schedule I hereto.
3. Use of Proceeds. Notwithstanding any provisions of Article II of the Appendix to the contrary, the net proceeds of any Indebtedness described in
Section 4.01(n) of the Appendix shall be applied first to the payment in full of the Near Term Facilities, then for general corporate purposes.
4. Conditions to Effectiveness of this Amendment. This Amendment shall become effective upon the satisfaction of the following conditions:
4.1 Executed Amendment. Receipt by the Agent of duly executed counterparts of this Amendment from the Company and the Required Banks.
4.2 Amendments. An amendment with respect to the $766 Million Credit Agreement and consents with respect to the D & O Facilities shall have been entered into consistent herewith.
4.3 Resolutions; Incumbency. Receipt by the Agent of the following documents:
(i) copies of the resolutions of the board of directors of the Company authorizing the transactions contemplated hereby, certified as of the date hereof by the Secretary or an Assistant Secretary of the Company; and
(ii) a certificate of the Secretary or an Assistant Secretary of the Company, dated as of the date hereof, certifying the names and true signatures of the officers of the Company authorized to execute, deliver and perform, as applicable, this Amendment, and all other documents to be delivered by the Company hereunder.
4.4 Consent of CIHC. Receipt by the Agent of a consent of CIHC in the form attached hereto.
5. Certain Representations and Warranties by the Company. In order to induce the Banks and the Agent to enter into this Amendment, the Company represents and warrants to the Banks and the Agent that:
5.1 Authority. The Company has the right, power and capacity and has been duly authorized and empowered by all requisite corporate and required shareholder action, if any, to enter into, execute, deliver and perform this Amendment.
5.2 Validity. This Amendment has been duly and validly executed and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable against the Company in accordance with its terms, except as enforcement thereof may be subject to the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors' rights generally and general principles of equity (regardless of whether such enforcement is sought in a proceeding in equity or at law or otherwise).
5.3 No Conflicts. The Company's execution, delivery and performance of this Amendment do not and will not violate (i) its certificate or articles of incorporation or by-laws, (ii) any law, rule, regulation, order, writ, judgment, decree or award applicable to the Company or (iii) any contractual obligation to which the Company is a party or to which the Company or any of its properties are subject, except to the extent that any violations as set forth in clauses (ii) or (iii) would not result in a Material Adverse Effect.
5.4 Approvals. No authorization or approval or other action by, and no notice to or filing or registration with, any Governmental Authority or regulatory body (other than those which
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have been obtained and are in force and effect) is required in connection with the Company's execution, delivery and performance of this Amendment.
5.5 Incorporated Representations and Warranties. All representations and warranties contained in the Loan Documents are true and correct in all material respects with the same effect as though such representations and warranties had been made on and as of the date hereof and the effective date hereof, except (i) as to any representations or warranties which expressly related to an earlier date, in which event, such representations and warranties are true in all material respects as of such date and (ii) except that any amendments to such representations and warranties made pursuant to
Section 4.9(ii) of the First Amendment hereto shall be effective for the purpose of this Section 5.5.
5.6 No Defaults. No Default or Event of Default exists after giving effect to this Amendment.
6. Miscellaneous. The parties hereto hereby further agree as follows:
6.1 Further Assurances. Each of the parties hereto hereby agrees to do such further acts and things and to execute, deliver and acknowledge such additional agreements, powers and instruments as any other party hereto may reasonably request which are required to carry into effect the purposes of this Amendment and the Credit Agreement, as amended hereby.
6.2 Payment of Costs and Expenses. The Company agrees to pay on demand all expenses of the Agent (including the fees and out-of-pocket expenses of counsel to the Agent) in connection with the negotiation, preparation, execution and delivery of this Amendment.
6.3 Governing Law. THIS AMENDMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
6.4 Counterparts. This Amendment may be executed in one or more counterparts, each of which, when executed and delivered, shall be deemed to be an original and all of which counterparts, taken together, shall constitute but one and the same document with the same force and effect as if the signatures of all of the parties were on a single counterpart, and it shall not be necessary in making proof of this Amendment to produce more than one such counterpart.
6.5 Headings. Headings used in this Amendment are for convenience of reference only and shall not affect the construction of this Amendment.
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IN WITNESS WHEREOF, this Amendment has been duly executed and delivered as of the date first above written.
CONSECO, INC.

By: /s/
   ------------------------------------

Title:
      ---------------------------------

S-1
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
BANK OF AMERICA, N.A., as Agent

By: /s/ Debra Basler
   -------------------------------------

Title: Vice President
      ----------------------------------

S-2
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
BANK OF AMERICA, N.A., as a Bank

By: /s/ Debra Basler
   -------------------------------------

Title: Vice President
      ----------------------------------

S-3
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
AG CAPITAL FUNDING PARTNERS, L.P.

By: /s/ Jeffrey H. Aronson
   --------------------------------------

Title: Authorized Signatory
      -----------------------------------

S-4
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
NATIONAL CITY BANK OF INDIANA

By: /s/ Thomas E. Bale
   -------------------------------------

Title: Vice President
      ----------------------------------

S-5
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
OPPENHEIMERFUNDS, INC.
 (HARBOURVIEW)
By:

Title:

S-6
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
BANK OF TOKYO-MITSUBISHI LTD.

By: /s/ Jesse A. Reid, Jr.
   --------------------------------------

Title: Vice President
      -----------------------------------

S-7
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
THE CHASE MANHATTAN BANK

By:  /s/ Helen L. Newcomb
   --------------------------------------

Title: Vice President
      -----------------------------------

S-8
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
HARBOURVIEW CDO II, LTD.
By:

Title:

S-9
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
FLEET NATIONAL BANK

By: /s/ Donald R. Nicholar
   --------------------------------------

Title: SVP
      -----------------------------------

S-10
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
KZH CNC LLC
c/o Chase Manhattan Bank

By: /s/ Peter Chin
   --------------------------------------

Title: Authorized Agent
      -----------------------------------

S-11
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
MORGAN GUARANTY TRUST COMPANY OF
NEW YORK

By: /s/ Maria H. Dell'Aquila
   --------------------------------------

Title: Vice President
      -----------------------------------

S-12
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
BEAR STEARNS INVESTMENT PRODUCTS
By:

Title:

S-13
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
U.S. BANK NATIONAL ASSOCIATION

By: /s/
   ---------------------------------------

Title: Vice President
      ------------------------------------

S-14
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
MERRILL LYNCH CAPITAL CORPORATION

By: /s/ Carol J.E. Feeley
   ---------------------------------------

Title: Vice President
      ------------------------------------

S-15
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
NORDDEUTSCHE LANDESBANK
GIROZENTRA

By: /s/ Stephen K. Hunter
   ---------------------------------------

Title: SVP
      ------------------------------------

S-16
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
DEUTSCHE BANC ALEX BROWN
By:

Title:

S-17
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
LEHMAN COMMERCIAL PAPER, INC.

By: /s/ Michele Swanson
   ---------------------------------------

Title: Authorized Signatory
      ------------------------------------

S-18
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
SOCIETE GENERALE
By:

Title:

S-19
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
KEYBANK NATIONAL ASSOCIATION

By: /s/ Maria S. Kodila
   ---------------------------------------

Title: Senior Vice President
      ------------------------------------

S-20
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
EVENT PARTNERS DEBT ACQUISITION, LLC
By:

Title:

S-21
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
GOLDMAN SACHS & CO.
By:

Title:

S-22
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
FRANKLIN FLOATING RATE TRUST
By:

Title:

S-23
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
SUNTRUST BANK

By: /s/ Maria Mamilovich
   ----------------------------------------

Title: Director
      -------------------------------------

S-24
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
LEHMAN SYNDICATED LOAN FUNDING
TRUST
By:

Title:

S-25
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
SILVER OAK CAPITAL, LLC

By: /s/ Jeffrey H. Aronson
   ---------------------------------------

Title: Authorized Signatory
      ------------------------------------

S-26
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
CIBC, INC.

By: /s/ Robert Mendeles
   --------------------------------------

Title: Executive Director
      -----------------------------------

S-27
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
WELLS FARGO BANK

By: /s/
   ---------------------------------------

Title:  Senior Vice President
      ------------------------------------

S-28
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
WINGED FOOT FUNDING TRUST
By:

Title:

S-29
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
THE BANK OF NEW YORK

By: /s/ J. David Parker, Jr.
   ---------------------------------------

Title: Vice President
      ------------------------------------

S-30
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
CREDIT SUISSE FIRST BOSTON

By: /s/ Jay Chall
  ---------------------------------------

Title: Director
      ------------------------------------

S-31
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
FIRST UNION NATIONAL BANK

By:  /s/ Thomas L. Stichberry
   ---------------------------------------

Title: Senior Vice President
      ------------------------------------

S-32
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
FIRSTAR BANK, N.A.

By:  /s/
   ----------------------------------------

Title: Attorney-in-Fact
      -------------------------------------

S-33
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
COMERICA BANK

By: /s/
   ---------------------------------------

Title: Senior Vice President
      ------------------------------------

S-34
[TO SECOND AMENDMENT TO CREDIT AGREEMENT]
SCHEDULE I
4.01 Limitation on Indebtedness. Conseco shall not, and shall not permit any of its Subsidiaries to, incur or at any time be liable with respect to, any Indebtedness, except:
(a) Permitted Swap Obligations and Permitted Transactions;
(b) Specified Junior Securities;
(c) Indebtedness of Conseco or any Subsidiary pursuant to (i) the items set forth on Schedule 4.01(c) and (ii) extensions, renewals or replacements thereof, provided that no such extension, renewal or replacement shall increase the principal amount thereof, except to the extent the increase would otherwise be permitted under this Section 4.01;
(d) Contingent Obligations of: (i) CIHC in respect of (A) Conseco's obligations under any Facility, and (B) obligations of one or more Conseco Finance Entities (I) in an aggregate amount not to exceed $125,000,000 in respect of obligations to Lehman or an Affiliate thereof, (II) in an aggregate amount not to exceed $125,000,000 in respect of cash management or a swing line credit facility for the general corporate purposes of one or more of the Conseco Finance Entities and (III) in an aggregate amount not to exceed $50,000,000 incurred for general corporate purposes (so long as, in each case, the documentation governing any such Contingent Obligation (including any related subordination arrangement) is not at any time materially more favorable to the beneficiaries thereof than the Relevant CIHC Guaranty); (ii) Conseco in respect of any individual borrower's obligations under any D&O Facility; (iii) any Conseco Finance Entity relating to loans, leases, receivables, installment contracts and other financial products originated, acquired or sold by such Conseco Finance Entity or any other Conseco Finance Entity; and
(iv) Conseco or any Subsidiary in the ordinary course of business not otherwise described above in an aggregate amount not to exceed at any time (A) ten percent (10%) of Total Shareholders' Equity minus (B) the aggregate amount of Conseco's Contingent Obligations under clause (ii) of this paragraph at any time, provided that (I) Contingent Obligations in respect of Indebtedness of the type described in clause
(a) or (b) of the definition thereof shall not be permitted by this clause (iv) and (II) the documentation governing any contingent Obligation of CIHC pursuant to this clause (iv) (including any related subordination arrangement) shall not at any time be materially more favorable to the beneficiaries thereof than the Relevant CIHC Guaranty: provided, that in no event shall Conseco or any of its Subsidiaries (other than a Conseco Finance Entity) have any Contingent Obligations (including obligations as an account party) pursuant to this paragraph (d) in respect of any Indebtedness incurred by or for the benefit of any Conseco Finance Entity other than as specifically permitted in clause(i)(B) above;
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(e) Indebtedness (including Contingent Obligations) of any Conseco Finance Entity to the extent that (i) neither Conseco nor any Non-Finance Subsidiary is directly liable thereon, and (ii) neither Conseco nor any Non-Finance Subsidiary has any Contingent Obligation in respect of such Indebtedness (other than a Contingent Obligation of CIHC permitted by Section 4.01(d)(i) above);
(f) Permitted Nonrecourse Indebtedness;
(g) secured Indebtedness, including, without limitation, Capitalized Lease Liabilities and Purchase Money Debt, provided, that
(i) the aggregate outstanding principal amount of Indebtedness of this type does not exceed at any time ten percent (10%) of Total Shareholders' Equity at such time and (ii) such Indebtedness shall not be secured by any Lien other than a Lien expressly permitted by
Section 4.02(i);
(h) Indebtedness among Conseco and its Subsidiaries (other than Conseco Finance Entities);
(i) Indebtedness owing by any Conseco Finance Entity to the extent the related Investment is permitted under Section 4.09(a);
(j) Indebtedness (other than for borrowed money) subject to Liens permitted under Section 4.02(b), (d), (e) or (f);
(k) Indebtedness in respect of Surplus Debentures entered into by an Insurance Subsidiary:
(l) unsecured Indebtedness of Conseco in an aggregate principal amount not to exceed $100,000,000 at any time outstanding;
(m) Indebtedness in respect of the Facilities; and
(n) Indebtedness in an aggregate principal amount not to exceed $750,000,000 in respect of bonds, dated on or prior to December 31, 2001, which bonds shall not have any principal amounts payable or redeemable (except in common stock upon conversion) prior to May 30, 2005.
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CONSENT
The undersigned hereby consents to the attached Second Amendment to Five-Year Credit Agreement and reaffirms its obligations under the CIHC Guaranty.

Dated:                    , 2001
        ------------------
                                     CIHC, Incorporated


                                     By:
                                        ----------------------------------------
                                     Title:
                                           -------------------------------------

Schedule I-3
 
Exhibit 4.31.14
THIRD AMENDMENT TO FIVE-YEAR CREDIT AGREEMENT
THIS THIRD AMENDMENT TO FIVE-YEAR CREDIT AGREEMENT, dated as of March 20, 2002 (this "Amendment"), is made by and among Conseco, Inc., an Indiana corporation (the "Company"), the various financial institutions signatory hereto (the "Banks") and Bank of America, N.A., individually and as agent for the Banks (the "Agent").
W I T N E S S E T H:
WHEREAS, the Company, the Banks and the Agent are party to that certain Five-Year Credit Agreement, dated as of September 25, 1998 (as heretofore amended, the "Credit Agreement") and the Loan Documents referred to in the Credit Agreement;
WHEREAS, the Company and the Banks have agreed to amend the Credit Agreement on the terms and conditions herein set forth;
NOW, THEREFORE, the parties hereto hereby agree as follows:
1. Definitions. Capitalized terms used but not otherwise defined herein shall have the meanings assigned to such terms in the Credit Agreement (as amended hereby).
2. Amendments to Credit Agreement. The Credit Agreement is hereby amended, effective on the date this Amendment becomes effective in accordance with Section 3 hereof, as follows:
2.1 Appendix. The Appendix to the Credit Agreement is hereby amended as set forth in Schedule I attached hereto.
2.2 Definition of Applicable Offshore Rate Margin. The definition of "Applicable Offshore Rate Margin" in Section 1.01 is hereby amended by deleting the reference to "2.50%" and replacing it with "3.25%."
2.3 Definition of Scheduled Maturity Date. The definition of "Scheduled Maturity Date" in Section 1.01 is hereby amended by deleting the references to "$150,000,000" and "$300,000,000" in clause (c) and replacing them with "$200,000,000" and "$500,000,000" respectively.
2.4 Interest. Sections 2.12(a) and (c) of the Credit Agreement are hereby amended to state in their entirety as follows:
(i) "(a) Each Committed Loan shall bear interest on the outstanding principal amount thereof from the applicable Borrowing Date at a rate per annum equal to the Offshore Rate plus the Applicable Offshore Rate Margin or the Base Rate plus 2.25%, as the case may be (and subject to the Company's right to convert to other Types of Loans under Section 2.04)."
(ii) "(c) Notwithstanding Section 2.04 or subsection (a) of this
Section 2.12, upon the occurrence and during the continuance of an Event
of Default under Section 5.01(a) of the Appendix, the Company agrees to pay interest on such unpaid principal or other amount, from the date such amount becomes due until the date such amount is paid in full, and after as well as before any entry of judgment thereon to the extent permitted by law, payable on demand, at a fluctuating rate per annum equal to the Base Rate plus 3.75% (the "Default Rate"); provided, however, that the Company agrees to pay interest on the principal amount of all outstanding Obligations at the Default Rate on any date on which an Event of Default continues under Section 5.01(c) of the Appendix with respect to the Company's failure to perform or observe any term, covenant or agreement contained in Section 4.13, 4.14, 4.15, 4.16, or 4.17 of the Appendix as well as under Section 5.01(a) of the Appendix."
2.5 Assignments. Section 10.08 of the Credit Agreement is hereby amended by deleting the number "$10,000,000" and substituting the number "$5,000,000" therefor.
3. Conditions to Effectiveness of this Amendment. This Amendment shall become effective upon the satisfaction of the following conditions:
3.1 Executed Amendment. Receipt by the Agent of duly executed counterparts of this Amendment from the Company and the Required Banks.
3.2 Resolutions; Incumbency. Receipt by the Agent of the following documents:
(i) copies of the resolutions of the board of directors of the Company authorizing the transactions contemplated hereby, certified as of the date hereof by the Secretary or an Assistant Secretary of the Company; and
(ii) a certificate of the Secretary or an Assistant Secretary of the Company, dated as of the date hereof, certifying the names and true signatures of the officers of the Company authorized to execute, deliver and perform, as applicable, this Amendment, and all other documents to be delivered by the Company hereunder.
3.3 CIHC Guaranty. A Reaffirmation of the CIHC Guaranty in the form attached as Exhibit A.
3.4 Resolutions; Incumbency - CIHC.
(i) Copies of the resolutions of the board of directors of CIHC authorizing the transactions contemplated hereby, certified by the Secretary or an Assistant Secretary of CIHC; and
(ii) A certificate of the Secretary or Assistant Secretary of CIHC certifying the names and true signatures of the officers of CIHC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it thereunder.
3.5 Organizational Documents; Good Standing. Receipt by the Agent of (i) a certificate of the Secretary or an Assistant Secretary of the Company and CIHC, dated as of the date hereof, certifying as to the form of the articles
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of incorporation and bylaws of the Company and CIHC and (ii) a good standing certificate of each of the Company and CIHC from its state of incorporation.
3.6 D & O Facilities. Copies of (i) the First Stage Amendment and Agreement Re: 1997 D&O Loans, dated as of March 20, 2002, (ii) the First Stage Amendment and Agreement Re: Non-Refinanced 1998 D&O Loans, dated as of March 20, 2002, (iii) the First Stage Amendment and Agreement Re: 1998 D&O Loans, dated as of March 20, 2002, and (iv) the First Stage Amendment and Agreement Re: 1999 D&O Loans dated as of March 20, 2002, each substantially in the form of Exhibit B attached hereto.
3.7 Opinion of Counsel. (i) Receipt by the Agent of the opinion of David K. Herzog, counsel of the Company and CIHC, substantially in the form of Exhibit C, and addressing such other legal maters as the Administrative Agent may reasonably require; and
(ii) Receipt by the Agent of the opinion of Weil, Gotshal & Manges LLP, outside counsel to the Company and CIHC, substantially in the form of Exhibit D, and addressing such other legal matters as the Administrative Agent may reasonably require.
3.8 AM Best. Receipt by the Agent of a letter to the Banks evidencing the Company's understanding if scheduled payments are not made on or before the date that such scheduled payments become due and payable in respect of all Trust Preferred Securities (as such term is defined in the Appendix), a downgrade from A.M. Best A- Status (as such term is defined in the Appendix) would occur.
3.9 Fee. Receipt by the Agent for the benefit of the Banks executing and delivering this amendment on or before March 20, 2002, of an amendment fee in an amount equal to 0.50% of the outstanding principal amount of the Loans by such Banks under the Credit Agreement on the effective date hereof after giving effect to the prepayments received on the effective date hereof.
3.10 Certificate. Receipt by the Agent of a certificate signed by a Responsible Officer, dated as of the date hereof, stating that:
(i) no Default or Event of Default will exist after giving effect to this Amendment; and
(ii) since September 30, 2001, there has been no Material Adverse Effect (except for changes in or adverse effects upon, the business, properties, condition (financial or otherwise) of the Company and its Subsidiaries as disclosed in press releases, public filings or otherwise in writing to the Agent).
3.11 Payment of Fees. Evidence of payment by the Company of all accrued and unpaid fees, costs and expenses related to this Amendment, submitted in detail prior to closing, to the extent then due and payable on the closing date, together with Attorney Costs of the Agent to the extent invoiced prior to or on the closing date, plus such additional amounts of reasonable Attorney Costs as shall constitute the Agent's reasonable estimate of Attorney Costs incurred or to be incurred by it through the closing proceedings (provided that such estimate shall not thereafter preclude final settling of accounts between the Company and the Agent).
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3.12 Hiring of Ernst and Young LLP. The Banks, with the approval of the Company, shall have hired Ernst & Young LLP as a financial advisor to review the financial condition and performance of the Company and its Subsidiaries, and the Agent shall be satisfied as to the duration and scope of such review.
3.13 Exchange Offer. The Exchange Offer (as defined in the Appendix) and the disclosures made in connection therewith (including, without limitation, pursuant to the Offering Memorandum (as defined in the Appendix)) shall be on terms and conditions satisfactory to the Agent.
3.14 Miscellaneous. Receipt by the Agent of such other documents, certificates, instruments or opinions as may reasonably be requested by the Agent or the Banks.
4. Certain Representations and Warranties by the Company. In order to induce the Banks and the Agent to enter into this Amendment, the Company represents and warrants to the Banks and the Agent that:
4.1 Authority. The Company has the right, power and capacity and has been duly authorized and empowered by all requisite corporate and required shareholder action, if any, to enter into, execute, deliver and perform this Amendment.
4.2 Validity. This Amendment has been duly and validly executed and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable against the Company in accordance with its terms, except as enforcement thereof may be subject to the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors' rights generally and general principles of equity (regardless of whether such enforcement is sought in a proceeding in equity or at law or otherwise).
4.3 No Conflicts. The Company's execution, delivery and performance of this Amendment do not and will not violate (i) its certificate or articles of incorporation or by-laws, (ii) any law, rule, regulation, order, writ, judgment, decree or award applicable to the Company or (iii) any contractual obligation to which the Company is a party or to which the Company or any of its properties are subject, except to the extent that any violations as set forth in clauses (ii) or (iii) would not result in a Material Adverse Effect.
4.4 Approvals. No authorization or approval or other action by, and no notice to or filing or registration with, any Governmental Authority or regulatory body (other than those which have been obtained and are in force and effect) is required in connection with the Company's execution, delivery and performance of this Amendment.
4.5 No Defaults. No Default or Event of Default exists after giving effect to this Amendment.
5. Miscellaneous. The parties hereto hereby further agree as follows:
5.1 Further Assurances. Each of the parties hereto hereby agrees to do such further acts and things and to execute, deliver and acknowledge such
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additional agreements, powers and instruments as any other party hereto may reasonably request which are required to carry into effect the purposes of this Amendment and the Credit Agreement, as amended hereby.
5.2 Payment of Costs and Expenses. The Company agrees to pay on demand all expenses of the Agent (including the fees and out-of-pocket expenses of counsel to the Agent) in connection with the negotiation, preparation, execution and delivery of this Amendment.
5.3 Governing Law. THIS AMENDMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
5.4 Counterparts. This Amendment may be executed in one or more counterparts, each of which, when executed and delivered, shall be deemed to be an original and all of which counterparts, taken together, shall constitute but one and the same document with the same force and effect as if the signatures of all of the parties were on a single counterpart, and it shall not be necessary in making proof of this Amendment to produce more than one such counterpart.
5.5 Headings. Headings used in this Amendment are for convenience of reference only and shall not affect the construction of this Amendment.
5.6 No Release. Notwithstanding Section 5.6 of the First Amendment to Five-Year Credit Agreement, dated September 22, 2000 (the "First Amendment") and Section 5.14 of the CIHC Guaranty, the CIHC Guaranty shall not be terminated and CIHC shall not be released from all of its obligations thereunder on the first date after the Near-Term Facilities Termination Date on which the Company has Investment Grade Ratings status, regardless of whether any Default or Event of Default shall have occurred or not occurred and be continuing or not continuing on such date. Section 5.6 of the First Amendment and Section 5.14 of the CIHC Guaranty are hereby deleted.
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IN WITNESS WHEREOF, this Amendment has been duly executed and delivered as of the date first above written.
CONSECO, INC.

By:/s/James S. Adams
   --------------------------------------
Name:  James S. Adams
Title: Senior Vice President,
       Chief Accounting Officer
       and Treasurer

AG CAPITAL FUNDING PARTNERS LP
By:

Name:

Title:
AMMC CDO I LIMITED by American Money
Management Corporation, as
Collateral Manager

By:/s/David P. Meyer
   --------------------------------------
Name:  David P. Meyer
Title: Vice President

AMMC CDO II LTD by American Money Management Corporation, as Collateral Manager

By:/s/David P. Meyer
   --------------------------------------
Name:  David P. Meyer
Title: Vice President

BANK OF AMERICA, N.A., as Agent and as a Bank

By:/s/Bridget Garavalia
   --------------------------------------
Name:  Bridget A. Garavalia
Title: Managing Director

BANK OF AMERICA TRADE

By:/s/Laura T. Sweet
   --------------------------------------
Name:  Laura T. Sweet
Title: Assistant Vice President

BANK OF NEW YORK

By:/s/Stephen C. Brennan
   --------------------------------------
Name:  Stephen C. Brennan
Title: Vice President

THE BANK OF TOKYO-MITSUBISHI, LTD.,
NEW YORK BRANCH

By:/s/Jesse A. Reid, Jr.
   --------------------------------------
Name:  Jesse Reid
Title: Vice President and Authorized
       Signatory

BANKERS TRUST COMPANY

By:/s/Annemarie Reilly-Papazoglou
   --------------------------------------
Name:  Annemarie Reilly-Papazoglou
Title: Attorney-in-Fact

BEAR STEARNS & CO INC
By:

Name:

Title:
CIBC INC.

By:/s/Gerald Girardi
   --------------------------------------
Name:  Gerald Girardi
Title: Executive Director, CIBC World
       Markets Corp., as Agent

CERES II FINANCE LTD

By:/s/Gregory Stoeckle
   --------------------------------------
Name:  Gregory Stoeckle
Title: Authorized Signatory

COMERICA BANK

By:/s/Kathleen M. Kasperek
   --------------------------------------
Name:  Kathleen M. Kasperek
Title: Assistant Vice President

CREDIT SUISSE FIRST BOSTON INC

By:/s/Jay Chall
   --------------------------------------
Name:  Jay Chall
Title: Director



By:/s/Stuart B. Ganes
   --------------------------------------
Name:  Stuart B. Ganes
Title: Directors

DK ACQUISITION PARTNERS

By:/s/Michael Leffell
   --------------------------------------
Name:  Michael Leffell
Title: Partner

DEUTSCHE BANK AG, NEW YORK AND/OR
CAYMAN ISLAND BRANCHES

By:/s/Robert M. Woods, Jr.
   --------------------------------------
Name:  Robert M. Woods, Jr.
Title: Director

By:/s/Mark B. Cohen
   --------------------------------------
Name:  Mark B. Cohen
Title: Managing Director

EVENT PARTNERS DEBT ACQUISITION LLC
By:

Name:

Title:
FIRST UNION NATIONAL BANK

By:/s/Thomas L. Stitchberry
   --------------------------------------
Name:  Thomas L. Stitchberry
Title: Senior Vice President

FLEET NATIONAL BANK

By:/s/Donald R. Nicholson
   -------------------------------------
Name:  Donald R. Nicholson
Title: Senior Vice President

FRANKLIN CLO I LIMITED

By:/s/Richard D'Addario
   -------------------------------------
Name:  Richard D'Addario
Title: Vice President

FRANKLIN CLO II, LIMITED

By:/s/Richard D'Addario
   -------------------------------------
Name:  Richard D'Addario
Title: Vice President

FRANKLIN FLOATING RATE TRUST

By:/s/Richard D'Addario
   -------------------------------------
Name:  Richard D'Addario
Title: Vice President

GOLDMAN SACHS CREDIT PARTNERS LP
By:

Name:

Title:
HARBOURVIEW CDO II LTD
By:

Name:

Title:
JPMORGAN CHASE BANK

By:/s/Helen L. Newcomb
   -------------------------------------
Name:  Helen L. Newcomb
Title: Vice President

J.P. MORGAN SECURITIES INC

By:/s/Miguel A. Roman
   -------------------------------------
Name:  Miguel A. Roman
Title: Managing Director

KEYBANK NA

By:/s/Marvin S. Kodish
   -------------------------------------
Name:  Marvin S. Kodish
Title: Senior Vice President

KZH CNC LLC

By:/s/Joyce Fraser-Bryant
   -------------------------------------
Name:  Joyce Fraser-Bryant
Title: Authorized Agent

KZH RIVERSIDE LLC

By:/s/Joyce Fraser-Bryant
   -------------------------------------
Name:  Joyce Fraser-Bryant
Title: Authorized Agent

LIBERTY-STEIN ROE ADVISOR
FLOATING RATE ADVANTAGE
 FUND by Stein Roe & Farnham
Incorporated as Advisor

By:/s/Kathleen A. Zarn
   -------------------------------------
Name:  Kathleen A. Zarn
Title: Vice President

MARINER LDC
By:

Name:

Title:
MERRILL LYNCH PIERCE FENNER & SMITH
By:

Name:

Title:
NATIONAL CITY BANK OF INDIANA

By:/s/Thomas E. Bale
   -------------------------------------
Name:  Thomas E. Bale
Title: Vice President

NORTHWOODS CAPITAL LIMITED
By:

Name:

Title:
NORTHWOODS CAPITAL II LTD
By:

Name:

Title:
NORTHWOODS CAPITAL III LIMITED
By:

Name:

Title:
NUVEEN SENIOR INCOME FUND
By:

Name:

Title:
NORDDEUTSCHE LANDESBNK GIROZENTRALE

By:/s/Stephanie Finnen
   -------------------------------------
Name:  Stephanie Finnen
Title: Vice President


By:/s/Josef Haas
   -------------------------------------
Name:  Josef Haas
Title: Vice President

OAKTREE CAPITAL MANAGMENT LLC
By:

Name:

Title:
OPPENHEIMER SENIOR FLOATING FUND
By:

Name:

Title:
SATELLITE SENIOR INCOME FUND LLC
By:

Name:

Title:
SALOMON BROTHERS HOLDING COMPANY
By:

Name:

Title:
SILVER OAK CAPITAL LLC
By:

Name:

Title:
SOCIETE GENERALE

By:/s/Dana Lieberman
   -------------------------------------
Name:  Dana Lieberman
Title: Vice President

SRF TRADING INC

By:/s/Diana L. Mushill
   -------------------------------------
Name:  Diana L. Mushill
Title: Assistant Vice President

SRF 2000 LLC

By:/s/Diana L. Mushill
   -------------------------------------
Name:  Diana L. Mushill
Title: Assistant Vice President

STEIN ROE FLOATING RATE LIMITED
LIABILITY COMPANY

By:/s/Kathleen A. Zarn
   -------------------------------------
Name:  Kathleen A. Zarn
Title: Vice President,
       Stein Roe & Farnham Incorporated,
       as Advisor to the Stein Roe
       Floating Rate Limited Liability
       Company

SUNTRUST BANK
By:

Name:

Title:
US BANK NA

By:/s/Daniel J. Falstad
   -------------------------------------
Name:  Daniel J. Falstad
Title: Vice President

WELLS FARGO BANK NA

By:/s/Michael B. Sullivan
   -------------------------------------
Name:  Michael B. Sullivan
Title: Senior Vice President

WINGED FOOT FUNDING TRUST
By:

Name:

Title:
Agreed to and Accepted by CIHC, INCORPORATED

By:/s/William T. Devanney, Jr.
   ---------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President, Corporate Taxes
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APPENDIX
AMENDMENT
AMENDMENT, dated as of March 20, 2002 (this "Amendment"), to the Conseco, Inc. Appendix, dated as of September 22, 2000 (the "Appendix").
1. Definitions. Unless otherwise defined herein, terms defined in the Appendix and used herein shall have the meanings given to them in the Appendix.
Amendment to Section 1.01. Section 1.01 is hereby amended as follows:
(i) (a) by deleting in its entirety the definition of "Cash on Hand Target".
(b) by amending the definition of "Conseco Adjusted Earnings" as follows:
(i) by deleting the term "non-cash" each time it appears in clauses (f) and (g) thereof;
(ii) by deleting the phrase "(provided that the after tax amounts described in clauses (f) and (g) shall not exceed in the aggregate $500,000,000 for any Calculation Period ending on or before September 30, 2001, and $50,000,000 for any Calculation Period ending thereafter)" where it appears after clause (g) thereof and inserting in lieu thereof the following:
"(provided that the after tax amounts described in clauses (f) and (g) shall not exceed (i) more than $500,000,000 in the aggregate accrued or incurred during Fiscal Year 2002 (provided that no more than $50,000,000 (accrued or incurred during Fiscal Year 2002) of such expenses, losses or other charges in the aggregate may be in cash), and (ii) more than $50,000,000 in the aggregate accrued or incurred for any Fiscal Year thereafter)"; and
(iii) by inserting the following sentence at the end thereof:
"Notwithstanding the foregoing, Conseco Adjusted Earnings shall exclude any income or gain, or expense, loss or charge, (x) associated with Conseco's ownership of AT&T Wireless Stock, (y) resulting from any impairment of the D&O Facilities or (z) set forth on Annex II attached hereto, provided that the amounts set forth for the fiscal periods on such Annex may be excluded in the applicable Calculation Period prior to the date of the Amendment as well as any Calculation Period after the date of the Amendment that includes such fiscal period(s)."
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(c) by amending the definition of "Conseco Finance Tangible Net Worth" by deleting the text of clause (b) where it occurs in the definition thereof and inserting in lieu thereof the following:
"(b) any charges specified in clause (f) or (g) of the definition of Conseco Adjusted Earnings; provided that such charges shall not be permitted to exceed $150,000,000 on an after tax basis in the aggregate and no more than $15,000,000 of such $150,000,000 of charges on an after-tax basis may be in cash"
(d) by amending the definition of "Interest Coverage Ratio" by inserting the following sentence at the end thereof:
"For purposes of determining the Interest Coverage Ratio, the term "Conseco Available Cash Flow" shall exclude the amount of (i) Net Proceeds received by Conseco in connection with any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building less
(ii) the statutory carrying value of Conseco and its Subsidiaries in respect of the General Motors Building (the amount of clause (i) less the amount of clause (ii), the "GM Gain"); provided, that in connection with determining the Interest Coverage Ratio for purposes of compliance with any conditions precedent to an extension of the maturity date of the $1.5 Billion Facility or any of the D&O Facilities, only the first $250,000,000 of any such GM Gain may be included in such determination."
(e) by amending the definition of "Relevant CIHC Guaranty" by deleting the second sentence thereof.
(f) by deleting in its entirety the definition of "$144 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$144 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and JPMorgan Chase Bank as administrative agent (relating to all of the then-existing loans under the $144 Million D&O Facility).
(g) by deleting in its entirety the definition of "$181 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$181 Million D&O Credit Agreement" means collectively (i) the Credit Agreement, dated as of August 21, 1998, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent, as amended, supplemented or otherwise modified or refinanced, and (ii) the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, (relating to certain but not all of the then-existing loans under the $181 Million D&O Facility) pursuant to which Bank of America, N.A. is the administrative agent.
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(h) by deleting in its entirety the definition of "$245 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$245 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent (relating to all of the then-existing loans under the $245 Million D&O Facility).
(i) by adding thereto the following new definitions in the appropriate alphabetical order:
"Amendment" means this Amendment, dated as of March 202002, in respect of the Appendix.
"Amendment Effective Date" means the "Effective Date" as defined in the Amendment.
"AT&T Wireless Stock" means 10,319,050 shares of AT&T Wireless Services, Inc. common stock par value $.01 per share.
"Exchange Offer" means the exchange offer pursuant to the Offering Memorandum dated as of March 18, 2002, pursuant to which Conseco offered to exchange Specified Existing Public Debt for New Exchange Offer Public Debt in accordance with the terms of such Offering Memorandum, any exchange offer in connection with the registration of the New Exchange Offer Public Debt with the Securities and Exchange Commission and any exchange offer on terms substantially similar to the foregoing exchange offers.
"General Motors Building" means the building located at 767 5th Avenue, New York, NY 10153.
"New Exchange Offer Public Debt" means the senior notes issued pursuant to an Exchange Offer in exchange for Specified Existing Public Debt or other New Exchange Offer Public Debt.
"Specified Existing Public Debt" means collectively Conseco's 8.5% Senior Notes due October 15, 2002, 6.4% Senior Notes due February 10, 2003, 8.75% Senior Notes due February 9, 2004, 6.8% Senior Notes due June 15, 2005, 9% Senior Notes due October 15, 2006 and 10.75% Senior Notes due June 15, 2008.
"Trigger Date" means (i) in the case of the sale of Sufficient Assets, the Reduction Date and (ii) in the case of any other Approved Strategic Alternative, the date such Approved Strategic Alternative is approved by the Required Banks.
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2. Amendment to Section 1.03. Section 1.03 of the Appendix is hereby amended by inserting at the end thereof a new Section 1.03(c):
"(c) For purposes of calculating any financial covenants or related definitions hereunder, any charges taken to writeoff goodwill to the extent required by the Financial Accounting Standards Board of the American Institute of Certified Public Accountants Statement No. 142 shall be excluded."
(a) Amendment to Section 2.01. (a) Section 2.01(a) of the Appendix is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted.]"
(b) Section 2.01(b) of the Appendix is hereby amended by deleting such Section 2.01(b) in its entirety and substituting in lieu thereof the following:
"(b) On the Amendment Effective Date and thereafter, within three Business Days after Conseco or any of its Subsidiaries receives any Available Net Proceeds, such Available Net Proceeds shall be applied as follows: first, the first $352,000,000 shall be retained by Conseco; second, the next $313,000,000 shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilties (in the manner contemplated by Section 2.02(c)); third, following the application of $313,000,000 pursuant to clause second above and thereafter until the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to this clause, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); fourth, after the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to clause third above, 25% per transaction of any Available Net Proceeds shall be retained by Conseco and 75% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); and fifth, after March 31, 2004, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); provided that in the event that the Relevant Banks under the D&O Facilities agree to grant Conseco an option to extend the date by which Conseco is required to pay, purchase or cash collateralize in full
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the D&O Facilities or the related Conseco Guaranty from December 31, 2003 until March 31, 2005, the application of Available Net Proceeds pursuant to this Section 2.01(b) to the $1.5 Billion Facility and the D&O Facilities shall be as follows: (i) in clause second above, after $50,000,000 of Available Net Proceeds have been applied to the Specified D&O Facilities, the remainder shall be applied pro rata to the $1.5 Billion Facility and the D&O Facilities (in the manner contemplated by Section 2.02(c)); and (ii) in clauses third, fourth and fifth above, the references to the Specified D&O Facilities shall be deemed to be references to the D&O Facilities. Any Available Net Cash Proceeds referred to in this paragraph as being available for retention by Conseco (A) must, if received by a Subsidiary, be distributed to Conseco for such purpose if such distribution is not prohibited by law, rule or regulation or the Lehman Agreement and (B) may be used by Conseco for any purpose permitted by this Appendix.
(c) Section 2.01(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) [Intentionally Omitted]."
(d) Amendment to Section 2.02. (a) Section 2.02(a) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted]."
(e) Section 2.02(b) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(b) [Intentionally Omitted]."
(f) Section 2.02(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) Any application of Available Net Proceeds allocated to the $1.5 Billion Facility and the Specified D&O Facilities or the D&O Facilities, as applicable, pursuant to Section
2.01(b) (and any application of Net Proceeds pursuant to clause (a)(ii) of the definition of "Exempt Waterfall Amounts") shall be allocated ratably to each such Facility based on the aggregate Exposure then outstanding under such Facilities, and ratably to the Exposure of each Bank under each such Facility. The Available Net Proceeds so allocated to each Specified D&O Facility and D&O Facility, as applicable, at the discretion of Conseco, shall be either
(i) deposited in a cash collateral account pursuant to the applicable Cash Collateral Agreement or (ii) applied to purchase or repay "Loans" made to the individual borrowers pursuant to the applicable Specified D&O Facility or D&O Facility, as applicable or (iii) applied to pay the related Conseco Guaranty."
(g) Amendment to Article III. Article III of the Appendix is hereby amended by adding at the end thereof the following new Sections 3.12 and 3.13:
"3.12. Hiring of Ernst & Young. Conseco hereby agrees to (i) the hiring by the Banks of Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, the duration and scope of such review to be at the direction and under the control of Conseco and the Agents (and Conseco agrees to use reasonable best efforts to facilitate such review) and (ii) paying all fees, costs and expenses incurred from time to time in connection with such review promptly upon receipt of an invoice for such services.
I-5
3.13. A.M. Best Rating Reduction Remedy. If on any date (the "Reduction Date") the rating from A.M. Best Company is reduced to less than B+ on Bankers Life and Casualty Company, Conseco Annuity Assurance Company, Conseco Health Insurance Company, Conseco Life Insurance Company or Conseco Senior Health Insurance Company, Conseco shall be obligated to retain an investment banker of national recognition (the "Investment Banker") reasonably satisfactory to the Agents to explore strategic alternatives ("Strategic Alternatives") to repaying in full in cash all Obligations under the $1.5 Billion Facility and each of the D&O Facilities (or, in the case of the D&O Facilities, cash collateralize such Facilities), which Strategic Alternatives shall include either (i) the sale of one or more of its Subsidiaries ("Sufficient Assets") the value of which will be sufficient to repay in full in cash all such Obligations, (ii) such other Strategic Alternative(s) approved by the Required Banks or (iii) both the sale of Sufficient Assets and one or more other Strategic Alternatives approved by the Required Banks (clauses (i), (ii) or (iii), individually, an "Approved Strategic Alternative"). At any time, the Required Banks may amend, supplement or otherwise modify the requirements of this Section 3.13, including amending the terms and/or conditions of an Approved Strategic Alternative, releasing Conseco from its obligations to proceed with the sale of Sufficient Assets or otherwise. Conseco and its Subsidiaries shall diligently pursue and take material steps toward achieving each Approved Strategic Alternative, including, to the extent applicable, the preparation and distribution of offering materials with respect to each Approved Strategic Alternative, facilitating advisors of Conseco in making contact with potential purchasers or other relevant parties in their due diligence processes, using reasonable best efforts to prepare, negotiate and execute transaction documents with respect thereto and consummate such transactions.
Conseco shall provide the Agents with bi-weekly written reports (in form and scope acceptable to the Agents), describing the status of its progress in pursuing, and actions it has taken and is planning on taking toward achieving each Approved Strategic Alternative. Without limiting the generality of Conseco's obligations set forth above, Conseco shall have:
(A) Engaged the Investment Banker to explore Strategic Alternatives no later than 30 days after the Reduction Date;
(B) Distributed offering materials, and provided copies thereof to the Agents, with respect to any Approved Strategic Alternative, no later than 90 days after the Trigger Date;
(C) Used reasonable best efforts to receive written expressions of interest, and provided copies thereof to the Agents, with respect to each Approved Strategic Alternative, no later than 120 days after the Trigger Date;
(D) Used reasonable best efforts to sign the appropriate transaction documents with respect to any Approved Strategic Alternative no later than 180 days after the Trigger Date, unless the Required Banks have agreed to extend such date; and
(E) Used reasonable best efforts to consummate any Approved Strategic Alternative no later than 270 days after the Trigger Date, unless the Required Banks have agreed to extend such date."
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(h) Amendment to Section 4.01. Section 4.01 of the Appendix is hereby amended by (i) deleting from Section 4.01(l) the word "and" where it appears at the end of such Section 4.01, (ii) replacing in Section 4.01(m) the "." where it appears at the end of such Section with a "; and" and (iii) adding at the end thereof the following new subsection 4.01(n):
"(n) subordinated Contingent Obligations of CIHC in respect of the New Exchange Offer Public Debt (the "Subordinated CIHC Guaranty"), provided that (i) such Subordinated CIHC Guaranty shall contain terms and conditions and shall be subordinated to any and all Obligations under the $1.5 Billion Facility and each of the D&O Facilities, in each case on terms and conditions satisfactory to the Agents and
(ii) the Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the Offering Memorandum) shall be on terms and conditions satisfactory to the Agents.
3. Amendment to Section 4.08. Section 4.08(c) of the Appendix is hereby amended by replacing the number "$100,000,000" where it appears in Sections 4.08(c)(i) and 4.08(c)(ii) thereof with the number "$50,000,000".
4. Amendment to Section 4.14. Section 4.14 of the Appendix is hereby amended by deleting the table contained therein in its entirety and inserting in lieu thereof the following table:

"Fiscal Quarter
Ending                                     Ratio
---------------                            -----
December 31, 2001                          1.20 to 1.0
March 31, 2002                             1.25 to 1.0
June 30, 2002                              1.25 to 1.0
September 30, 2002                         1.10 to 1.0
December 31, 2002                          1.10 to 1.0
March 31, 2003                             1.30 to 1.0
June 30, 2003                              1.75 to 1.0
September 30, 2003                         1.90 to 1.0
December 31, 2003                          2.15 to 1.0
March 31, 2004                             2.25 to 1.0
June 30, 2004                              2.50 to 1.0
September 30, 2004                         2.50 to 1.0
December 31, 2004 and thereafter           2.50 to 1.0"

5. Amendment to Section 4.15. Section 4.15 of the Appendix is hereby amended by (i) deleting the parenthetical contained therein and (ii) deleting the table contained therein in its entirety and inserting in lieu thereof the following table:
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"Fiscal Quarter
Ending                                      Amount
---------------                             ------
December 31, 2001                           $1,600,000,000
March 31, 2002                              $1,200,000,000
June 30, 2002                               $1,200,000,000
September 30, 2002                          $1,200,000,000
December 31, 2002                           $1,300,000,000
March 31, 2003                              $1,300,000,000
June 30, 2003                               $1,350,000,000
September 30, 2003                          $1,400,000,000
December 31, 2003                           $1,400,000,000
March 31, 2004                              $1,500,000,000
June 30, 2004                               $1,500,000,000
September 30, 2004                          $1,700,000,000
December 31, 2004 and thereafter            $1,700,000,000"

6. Amendment to Section 4.16. Section 4.16 of the Appendix is hereby amended by deleting such Section in its entirety and inserting in lieu thereof the following:
"4.16. Conseco Finance Tangible Net Worth. Conseco shall not permit Conseco Finance Tangible Net Worth as at the end of any Fiscal Quarter set forth below to be less than the relevant amount set forth below:

Fiscal Quarter
Ending                             Amount
--------------                     ------
December 31, 2001                  $1,200,000,000
March 31, 2002                     $1,200,000,000
June 30, 2002                      $1,200,000,000
September 30, 2002                 $1,200,000,000
December 31, 2002                  $1,200,000,000
March 31, 2003                     $1,200,000,000
June 30, 2003                      $1,200,000,000
September 30, 2003                 $1,200,000,000
December 31, 2003                  $1,300,000,000
March 31, 2004                     $1,300,000,000
June 30, 2004                      $1,300,000,000
September 30, 2004                 $1,300,000,000
December 31, 2004                  $1,300,000,000
March 31, 2005 and thereafter      $1,600,000,000"

7. Amendment to Section 4.17. Section 4.17 is hereby amended by replacing the percentage "200%" where it appears therein with the percentage "250%".
8. Amendment to Section 5.01. Section 5.01(c) is hereby amended by deleting the reference therein to "3.03(a), 4.01" and substituting in lieu thereof a reference to "3.03(a), 3.12(i), 3.13(A), (B) or (E), 4.01".
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ANNEX II
Consolidated Adjusted Earnings
Excluded Transactions
Conseco, Inc.
Analysis of Special Charges
Four Quarters Ended December 31,
2001

                                          1Q01           2Q01            3Q01            4Q01            2001
                                    --------------------------------------------------------------------------------
Employment-Related                    (600,000)          4,968,600       4,745,126       2,350,000       11,463,726
Exit Costs/Restructuring            20,709,158           1,047,338         791,676       3,441,534       25,989,706
Advisory Fees                           86,275           2,044,264       1,512,020         144,034        3,786,593
Legal Fees                           4,382,435           3,100,000             -        26,748,986       34,231,421
Loss on Disposition of Asset         8,624,576           2,400,000             -               -         11,024,576
Outsourcing                                -             2,454,000       4,372,000       3,798,000       10,624,000
Miscellaneous                          401,045             178,636         124,516      (2,539,550)      (1,835,353)
Amort. of deferred sales                   -                   -         3,176,576             -          3,176,576
Valuation Adjustments                6,000,000                 -              -         (2,500,000)       3,500,000
                                    --------------------------------------------------------------------------------

                                    39,603,490           16,192,838     14,721,914      31,443,004      101,961,246

Less Cash Special Charges               46,475           (6,467,182)    (5,852,042)            -        (12,272,749)
Cap on Special Charge Basket               -                    -              -       (12,115,401)     (12,115,401)
                                    --------------------------------------------------------------------------------

Sub-total - Accrued Special Charges 39,649,965            9,725,656      8,869,872      19,327,603       77,573,096

Income Taxes on Accrued Special
Charges                            (14,300,000)          (3,403,980)    (3,104,455)     (6,764,661)     (27,573,096)
                                   --------------------------------------------------------------------------------

Total Conseco, Inc. and
Subsidiaries Special Charges After
Tax                                 25,349,965            6,321,676      5,765,417       1,562,942       50,000,000
                                   ================================================================================
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Exhibit A
Form of Reaffirmation
March ___, 2002
Bank of America, N.A., as Administrative Agent 231 South LaSalle Street
Chicago, Illinois 60697
Attention: ________________
Re: Third Amendment to Five Year Credit Agreement, dated March 20, 2002 (the "Amendment"), among Conseco, Inc. ("Conseco"), the financial institutions party thereto (collectively, the "Banks"), Bank of America, N.A., as Agent (the "Agent") and CIHC, Incorporated ("CIHC")
Ladies and Gentlemen:
Reference is made to the Amendment. Capitalized terms used herein, unless otherwise defined herein, shall have the meaning assigned thereto in the Amendment.
This letter is intended to constitute the reaffirmation (this "Reaffirmation") of specified documents referenced in the Amendment, and, as such, is being delivered to satisfy the condition of Section 3.3 of the Amendment, which requires a reaffirmation of the CIHC Guaranty as a condition to the effectiveness of the Amendment. This letter is for the benefit of the Agent and the Banks.
CIHC hereby reaffirms the CIHC Guaranty in each and every respect, including, without limitation, the validity of any and all of its obligations under the CIHC Guaranty including, without limitation, regardless of:
(a) any defense any Conseco has, may have, or may otherwise assert with respect to his, her, or its liability for any loans or otherwise with respect to any other obligation Conseco may have under the Five-Year Credit Agreement, dated as of September 25, 1998, as amended, among Conseco, the Banks and the Administrative Agent (the "Credit Agreement"), or any Loan Document relating thereto, including, without limitation, any defense asserted or that might be asserted by any such borrower as arising from:
(i) the execution, delivery and performance or non-performance by any party under of the D&O Facilities, or
(ii) the execution, delivery, and performance or non-performance by any party under the Credit Agreement,
(b) any past, present, or future exercise or non-exercise by the Agent of any right, power and/or remedy against Conseco under the Credit
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Agreement (and/ or his, her, or its property), any Cash Collateral Deposits (as such term is defined in the September 22, 2000 Agreement), or CIHC (and/or its property).
Furthermore, CIHC hereby (a) confirms that it has requested the Agent and the Banks to enter into the Amendment and (b) acknowledges that the Agent and the Banks would not enter into the Amendment in the absence of its reaffirmation of the CIHC Guaranty and that the Agent and the Banks are thus relying upon such reaffirmation.
The undersigned represents and warrants that he or she has been properly authorized to execute and deliver this Reaffirmation on behalf of CIHC.
Finally, the undersigned acknowledge that each of the Agent, the Banks, and their respective successors and assigns shall be entitled to rely upon this Reaffirmation and that this Reaffirmation is governed by Illinois law.
[signature follows]
A-2
Very truly yours,
CIHC, INCORPORATED
By:

Name:

Title:
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Exhibit B
Form of First Stage Amendment and Agreement
Re: 199[x] D&O Loans
THIS FIRST STAGE AMENDMENT AND AGREEMENT, dated as of March ___, 2002
(this "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), Bank of America, N.A., as administrative agent (in such capacity, the "Administrative Agent"), as Collateral Agent (in such capacity, the "Collateral Agent") and as Depositary Bank (in such capacity, the "Depositary Bank"), the various financial institutions parties hereto (each a "Bank" and collectively, the "Banks").
W I T N E S S E T H:
WHEREAS, Conseco, the Banks and the Administrative Agent are parties to that certain Agreement, dated as of September 22, 2000, relating to the 199[x] Director and Officer Loan Credit Agreement (the "September 22, 2000 Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the September 22, 2000 Agreement as more fully described herein;
WHEREAS, CDOC, the Collateral Agent and the Depositary Bank are parties to that certain Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000 (the "Cash Collateral Agreement");
WHEREAS, CDOC has requested that the Administrative Agent and the Banks amend the Cash Collateral Agreement as more fully described herein;
WHEREAS, Conseco, pursuant to a Guaranty, dated as of _________ ___, _____, (the "Conseco Guaranty") has guaranteed the obligations of the borrowers under the Credit Agreement, dated as of _________ ___, _____, among the persons listed on the signature pages thereto as Borrowers, the Banks, and the Administrative Agent, [relating to the refinancing of certain loans under that certain [Amended and Restated] Credit Agreement, dated as of ______ ___, 199[x]] (the "Credit Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the Conseco Guaranty as more fully described herein;
WHEREAS, CIHC, pursuant to a Guaranty and Subordination Agreement, dated as of ______ 22, 2000 (the "CIHC Guaranty"), has, among other things, guaranteed the obligations Conseco under the Conseco Guaranty;
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WHEREAS, CIHC has requested that the Administrative Agent and the Banks amend the CIHC Guaranty as more fully described herein;
WHEREAS, Articles II, III and IV to the Appendix to that certain Five-Year Credit Agreement, dated as of September 25, 1998, as amended (the "Five-Year Credit Agreement"), was incorporated by reference into the September 22, 2000 Agreement [and Articles II, III and IV were incorporated by reference into the Conseco Guaranty];
WHEREAS, the parties to the Five-Year Credit Agreement now wish to amend the Appendix and the parties hereto wish to consent to the amendment of the Appendix; and
WHEREAS, Conseco will agree to pay certain fees as more fully described below;
NOW, THEREFORE, in consideration of the mutual promises herein contained and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
Section 1. DEFINITIONS. Capitalized terms used and not otherwise defined in this Agreement shall have the meanings assigned thereto in the Credit Agreement. As used herein, the following terms shall have the following meanings:
"A.M. Best A- Status" shall have the meaning set forth in Section 1.01 of the Appendix.
"Agreement Fee" shall have the meaning set forth in Section 7.1(a) hereof.
"Appendix" shall have the meaning set forth in Section 6.1 hereof.
"Appendix Amendment" shall have the meaning set forth in Section 6.1 hereof.
"D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Effective Date" shall have the meaning set forth in Section 8 hereof.
"Exchange Offer" shall have the meaning set forth in Section 1.01 of the Appendix.
"Fees" shall have the meaning set forth in Section 7.1 hereof.
"Specified D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Trust Preferred Securities" shall have the meaning set forth in Section 1.01 of the Appendix.
Section 2. AMENDMENTS TO SEPTEMBER 22, 2000 AGREEMENT.
2.1 Section 1.1 of the September 22, 2000 Agreement is hereby amended as follows:
(a) The definition of "CDOC" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"CDOC" shall mean CDOC, Inc., a Delaware corporation.
(b) The definition of "Required Banks" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
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"Required Banks" shall have (a) with respect to the Loans, the meaning assigned thereto in the Loan Documents and (b) with respect to the New Loans, the meaning assigned thereto in the New Loan Documents.
(c) [The definition of "Regulation U" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Regulation U" shall have the meaning set forth in the Existing Guaranty.]
2.2 [Section 3 of the September 22, 2000 Agreement is hereby amended by:
(a) deleting "No Default Acknowledgment" appearing therein and substituting in lieu thereof "No Default Acknowledgments";
(b) inserting "(a)" immediately prior to the first sentence of such section; and
(c) inserting a new clause (b) to read as follows:
"(b) The Administrative Agent and the Banks hereby acknowledge that the Guarantor will not be in default of
Section 3.4 or Section 4.3 of the Existing Guaranty (and CIHC will not be in default of the CIHC Guaranty) if the Guarantor, in furtherance of its rights set forth in Section 5(e) of this Agreement in respect of the Existing Loans, takes possession of any Borrower's "margin stock" (as defined in Regulation U) so long as Guarantor complies with the provisions of Regulation U in connection therewith."]
2.3 The following sentence is hereby added to the end of Section 5(a) of the September 22, 2000 Agreement to read as follows: "For purposes of this
Section 5(a), in making any calculation to determine Cash Collateral Deposits required to be made or held, such required amounts will be reduced by the amount of any application of cash collateral under Section 5(e) hereof."
2.4 Section 5(e) is hereby added to the September 22, 2000 Agreement to read as follows:
"(e) The Guarantor may, at its option, direct the Administrative Agent to apply the cash collateral provided by CDOC in respect of the Specified D&O Facilities as follows: (i) to the payment of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers;
(ii) to the payment under the Existing Guaranty or the New Conseco Guaranty of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or
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to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers or (iii) to the Guarantor's purchase of Borrowers' loans, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor, provided that the Guarantor may only purchase an individual Borrower's loans if the Guarantor simultaneously purchases all loans under the D&O Facilities of such Borrower. To the extent the Guarantor purchases an individual Borrower's loans pursuant to clause (iii) of the preceding sentence, each Bank hereby consents to the Administrative Agent (in its sole discretion) entering into an amendment of the Credit Agreement with such Borrower subsequent to the Effective Date which (x) amends the definition of "Eligible Assignee" in the New Loan Documents to include the Guarantor and (y) provides for any other amendments of any other provisions of the New Loan Documents necessary to provide that the purchase of such Borrower's loans may be non-pro-rata as to the assigning Bank and the other underlying Borrowers."
2.5 [Section 5(f) is hereby added to the September 22, 2000 Agreement to read as follows:
"(c) If for any reason the Guarantor believes that any payment made by it pursuant to Section 5(e) of this Agreement in respect of the Existing Loans would not be subject to subrogation rights under Section 2.6 of the Existing Guaranty, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent economic rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all of the Existing Loans of a particular Borrower, the Banks will assign their rights in respect of said Existing Loans to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."]
Section 3. AMENDMENTS TO CASH COLLATERAL AGREEMENT. The following sentence shall be added at the end of Section 4.5 of the Cash Collateral Agreement: "The Grantor shall have the right to make withdrawals to the extent such withdrawals are simultaneously applied as set forth in Section 5(e) of the Agreements Re: Specified D&O Facilities."
Section 4. [AMENDMENTS TO CONSECO GUARANTY.
4.1 Section 2.6 of the Conseco Guaranty is hereby amended by the addition of the following at the end of such section:
"If for any reason the Guarantor believes that any payment made by it of the Guaranteed Obligations would not be subject to subrogation rights under this Section 2.6, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all the Guaranteed Obligations of a participant Borrower, the Banks will assign their rights in respect of said Guaranteed Obligations to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."
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4.2 Section 3.4 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 3.4. Margin Regulations.
(a) None of the transactions contemplated hereunder or in connection herewith will in any way violate, contravene or conflict with any of the provisions of Regulation U;
(b) None of the obligations of any Borrower to Guarantor is or will be directly or indirectly secured by "margin stock" (as defined in Regulation U) unless the Guarantor complies with the provisions of Regulation U in connection therewith;
(c) Neither Guarantor nor any third party acting on behalf of Guarantor has taken or will take possession of any Borrower's "margin stock" to secure, directly or indirectly, any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty unless Guarantor complies with the provisions of Regulation U in connection therewith;
(d) Guarantor does not and will not have any right to prohibit any Borrower from selling, pledging, encumbering or otherwise disposing of any margin stock owned by such Borrower so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding unless Guarantor complies with the provisions of Regulation U in connection therewith;
(e) None of the Borrowers have granted or will grant Guarantor or any third party acting on behalf of Guarantor the right to accelerate repayment of any of the Guaranteed Obligations of such Borrower if any of the margin stock owned by such Borrower is sold by such Borrower or otherwise unless Guarantor complies with the provisions of Regulation U in connection therewith; and
(f) There is no agreement or other arrangement between any Borrower and Guarantor or any third party acting on behalf of Guarantor (and no such agreement or arrangement shall be entered into so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding) under which the margin stock of such Borrower would be made more readily available as security to Guarantor than to other creditors of such Borrower unless Guarantor complies with the provisions of Regulation U in connection therewith."
4.3 Section 4.3 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 4.3. Limitation on Additional Purpose Credit. Notwithstanding any other provision of this Guaranty, the Credit Agreement or the Revolving Credit Agreement to the
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contrary, Guarantor will not, and will not permit any of its Wholly-Owned Subsidiaries and/or Significant Subsidiaries to incur or assume any Indebtedness which constitutes "purpose credit" secured "directly or indirectly" (as defined in Regulation U) by Margin Stock unless Guarantor complies with the provisions of Regulation U."]
Section 5. AMENDMENT TO CIHC GUARANTY. Section 5.14 of the CIHC Guaranty is hereby deleted.
Section 6. CONSENT.
6.1 The parties hereto consent to the amendment of the Appendix as attached hereto as Exhibit A (the "Appendix Amendment"). The parties hereto further agree that all references in the September 22, 2000 Agreement and the Conseco Guaranty to the Appendix shall mean the Appendix as so amended by the Appendix Amendment (the "Appendix").
6.2 Conseco may, at its option, make payments or purchases under the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix or the related Conseco guaranty), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers.
Section 7. FEES.
7.1 Conseco hereby agrees that, upon the effectiveness of this Agreement pursuant to the provisions of Section 8 hereof, Conseco shall be obligated to pay, and shall pay, to the Administrative Agent, for the pro rata benefit of the Banks, the following fees (the "Fees"):
(a) On the Effective Date, an agreement fee (the "Agreement Fee") in immediately available funds equal 0.50% of the principal amount of the Loans outstanding on such date, net of a proportionate share (which share shall equal the share of the Loans payable to such Bank divided by the outstanding Loans under all the Specified D&O Facilities) of the cash collateral then on deposit securing Conseco's obligations relating to the Credit Agreement; provided that the Agreement Fee shall only be payable to those Banks that execute and deliver this Agreement by March 20, 2002; and
(b) From and after the Effective Date and until all Loans are paid in full, a continuing per annum fee equal to 0.75% of all Loans then outstanding, payable quarterly in arrears, quarterly on the last Business Day of each calendar quarter, with payment commencing on March 31, 2002.
7.2 Conseco's obligation to pay each of the Fees shall be irrevocable, unconditional, and absolute and, consistent therewith, shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions. Such fees shall be in addition to any fees provided for under the September 22, 2000 Agreement or the Credit Agreement.
Section 8. CONDITIONS PRECEDENT. This Agreement shall become effective on such date (the "Effective Date") when each of the conditions precedent set
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forth in this Section 8 shall have been satisfied, and notice thereof shall have been given by the Administrative Agent to Conseco and the Banks.
8.1 Receipt of Documents. The Administrative Agent shall have received all of the following documents duly executed, dated the date hereof or such other date as shall be acceptable to the Administrative Agent, and in form and substance satisfactory to the Administrative Agent:
(a) This Agreement, duly executed by Conseco, CDOC, CIHC, the Administrative Agent and the Required Banks;
(b) A certificate of the Secretary or Assistant Secretary of Conseco (i) certifying the names and true signatures of the officers of Conseco authorized to execute, deliver and performance, as applicable, this Agreement, and all other documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of Conseco authorizing the transactions contemplated hereby;
(c) A certificate of the Secretary or Assistant Secretary of CIHC
(i) certifying the names and true signatures of the officers of CIHC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CIHC authorizing the transactions contemplated hereby;
(d) A certificate of the Secretary or Assistant Secretary of CDOC
(i) certifying the names and true signatures of the officers of CDOC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CDOC authorizing the transactions contemplated hereby;
(e) The Reaffirmation of (i) the Conseco Guaranty, (ii) the CIHC Guaranty and (iii) the Amended and Restated Cash Collateral Agreement, in the form of Exhibit B attached hereto;
(f) The opinion of David K. Herzog, counsel of Conseco and CIHC, substantially in the form of Exhibit C, and addressing such other legal matters as the Administrative Agent may reasonably require;
(g) The opinion of Weil, Gotshal & Manges LLP, outside counsel to Conseco and CIHC, substantially in the form of Exhibit D, and addressing such other legal matters as the Administrative Agent may reasonably require;
(h) Duly authorized, executed and delivered copies of (i) the First Stage Amendment and Agreement Re: 199[ ] D&O Loans, dated as of March ___, 2002, (ii) the First Stage Amendment and Agreement Re: 199__ D&O Loans, dated as of March ___, 2002, and (iii) the First Stage Amendment and Agreement Re: 199__ D&O Loans, dated as of March ___, 2002, substantially in the form hereof;
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(i) A duly authorized, executed and delivered copy of Third Amendment to Five-Year Credit Agreement, dated as of March ___, 2002, among Conseco, the various financial institutions party thereto, and Bank of America, N.A. as agent thereunder; and
(j) Receipt by the Administrative Agent of a letter to the Banks evidencing Conseco's understanding if scheduled payments are not made on or before the date that such scheduled payments become due and payable in respect of all Trust Preferred Securities, a downgrade from A.M. Best A- Status would occur.
8.2 Additional Conditions. The effectiveness of this Agreement and the consent of the Banks are subject to the following further conditions precedent:
(a) With respect to Conseco, no Default exists and no Event of Default will exist after giving effect to this Agreement;
(b) The representations and warranties of Conseco contained in Article III of the Conseco Guaranty, are true and correct in all material respects with the same effect as though made on the Effective Date, except, to the extent that any such representations and warranties relate expressly to an earlier date, such representations and warranties shall have been true and correct in all material respects as of such earlier date;
(c) No Material Litigation exists other than the litigation described in Schedule I attached hereto;
(d) No Material Adverse Change has occurred with respect to Conseco or CIHC since September 30, 2001 (except for changes in or adverse effects upon, the business, properties, condition (financial or otherwise) of Conseco and CIHC as disclosed in press releases, public filings or otherwise in writing to the Administrative Agent);
(e) Conseco shall have paid all accrued and unpaid fees, costs, expenses and other disbursements to date, including attorneys' fees and costs, including those to be incurred in connection, negotiation, and execution of this Agreement. Conseco shall remain liable and shall promptly reimburse the Administrative Agent for such future fees, costs expenses and other disbursements as provided for in the existing Loan Documents;
(f) The Banks, with the approval of Conseco, shall have hired Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, and the Administrative Agent shall be satisfied as to the duration and scope of such review; and
(g) The Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the related offering memorandum) shall be on terms and conditions satisfactory to the Administrative Agent.
Section 9. MISCELLANEOUS.
9.1 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such provision and such
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jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions of this Agreement or affecting the validity or enforceability of such provision in any other jurisdiction.
9.2 Headings. The various headings of this Agreement are inserted for convenience only and shall not affect the meaning or interpretation of this Agreement or any provisions hereof.
9.3 Execution in Counterparts. This Agreement may be executed by the parties hereto in several counterparts, each of which shall be deemed to be an original and all of which shall constitute together but one and the same agreement.
9.4 Governing Law. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
9.5 Successors and Assigns. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective successors and assigns.
[signatures follow]
IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly authorized as of the day and year first above written.
CONSECO, INC.
By:

Name:

Title:
CIHC, INCORPORATED
By:

Name:

Title:
CDOC, INC.
By:

Name:

Title:
BANK OF AMERICA, N.A., as Administrative
Agent, as a Bank, as Collateral Agent and
as Depositary Bank
By:

Name:

Title:
[BANKS]
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Exhibit 10.8.9
CONSECO, INC.
AMENDED AND RESTATED
1994 STOCK AND INCENTIVE PLAN
ARTICLE I.
Purpose
The purpose of the CONSECO, INC. 1994 STOCK AND INCENTIVE PLAN (the "Plan") is to provide a means through which CONSECO, INC., an Indiana corporation (the "Company"), and its subsidiaries may attract able persons to enter the employ or become directors of the Company and to provide a means whereby those persons upon whom the responsibilities of the successful administration and management of the Company rest, and whose present and potential contributions to the welfare of the Company are of importance, can acquire and maintain stock ownership, thereby strengthening their concern for the welfare of the Company and their desire to remain in its employ or as directors. A further purpose of the Plan is to provide such persons with additional incentive and reward opportunities designed to enhance the profitable growth of the Company. Accordingly, the Plan provides for granting Incentive Stock Options, options which do not constitute Incentive Stock Options, Stock Appreciation Rights, Restricted Stock Awards, Performance Awards, Incentive Awards, Stock Bonuses, Stock Units or any combination of the foregoing, as is best suited to the circumstances of the particular person as provided herein.
ARTICLE II.
Definitions
The following definitions shall be applicable throughout the Plan unless specifically modified by any paragraph:
(a) "Award" means, individually or collectively, any Option, Restricted Stock Award, Performance Award, Incentive Award, Stock Appreciation Right or Stock Units.
(b) "Award Agreement" means a written agreement between the Company and Holder with respect to any Award.
(c) "Board" means the Board of Directors of the Company.
(d) A "Change of Control" of the Company shall mean a change of control of a nature that would be required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A promulgated under the 1934 Act as revised effective January 20, 1987, or, if Item 6(e) is no longer in effect, any regulations issued by the Securities and Exchange Commission pursuant to the 1934 Act which serve similar purposes; provided, that, without limitation, (x) such a change of control shall be deemed to have occurred if and when either (A) except as provided in (y) below, any "person" (as such term is used in Sections 13(d) and 14(d) of the 1934 Act) is or becomes a ""beneficial owner" (as such term is defined in Rule 13d-3 promulgated under the 1934 Act), directly or indirectly, of securities of the Company representing 25% or more of the combined voting power of the Company's
then outstanding securities entitled to vote with respect to the election of its Board of Directors or (B) as the result of a tender offer, merger, consolidation, sale of assets, or contest for election of directors, or any combination of the foregoing transactions or events, individuals who were members of the Board of Directors of the Company immediately prior to any such transaction or event shall not constitute a majority of the Board of Directors following such transaction or event, and (y) no such change of control shall be deemed to have occurred if and when either (A) any such change is the result of a transaction which constitutes a "Rule 13e-3 transaction" as such term is defined in Rule 13e-3 promulgated under the 1934 Act or (B) any such person becomes, with the approval of the Board of Directors of the Company, the beneficial owner of securities of the Company representing 25% or more but less than 50% of the combined voting power of the Company's then outstanding securities entitled to vote with respect to the election of its Board of Directors and in connection therewith represents, and at all times continues to represent, in a filing, as amended, with the Securities and Exchange Commission on Schedule 13D or Schedule 13G (or any successor Schedule thereto) that "such person has acquired such securities for investment and not with the purpose nor with the effect of changing or influencing the control of the Company, nor in connection with or as a participant in any transaction having such purpose or effect," or words or comparable meaning and import. The designation by any such person, with the approval of the Board of Directors of the Company, of a single individual to serve as a member of, or observer at meetings of, the Company's Board of Directors, shall not be considered "changing or influencing the control of the Company" within the meaning of the immediately preceding clause (B), so long as such individual does not constitute at any time more than one-third of the total number of directors serving on such Board.
(e) "Code" means the Internal Revenue Code of 1986, as amended. Reference in the Plan to any section of the Code shall be deemed to include any amendments or successor provisions to any section and any regulations under such section.
(f) "Committee" means not less than two members of the Board who are selected by the Board as provided in Article IV, Section 4.01.
(g) "Common Stock" means the common stock, no par value per share, of the Company.
(h) "Company" means Conseco, Inc., an Indiana corporation, and any successor thereto.
(i) "Director" means an individual elected to the Board by the shareholders of the Company or by the Board under applicable corporate law who is serving on the Board on the date the Plan is adopted by the Board or is elected to the Board after such date.
(j) "Eligible Compensation" for purposes of Article XII hereof shall mean, for any calendar year, the sum of all amounts of authorized salary, bonus and fees paid directly to the Participant by the Company which would be reportable for federal income tax purposes. Eligible Compensation shall include such amounts for the Participant for the entire calendar year even though he or she may have been a Participant for only a portion of the year.
(k) An "employee" means any person (including a Director) in an employment relationship with the Company or any parent or subsidiary corporation (as defined in Section 424 of the Code).
(l) "1934 Act" means the Securities Exchange Act of 1934, as amended.
(m) "Fair Market Value" means, as of any specified date, the mean of the reported high and low sales prices of the Common Stock on the stock exchange composite tape on that date, or if no prices are reported on that date, on the last preceding date on which such prices of the Common Stock are so reported. If the Common Stock is traded over the counter at the time a determination of its fair market value is required to be made hereunder, its fair market value shall be deemed to be equal to the average between the reported high and low or closing bid and asked prices of Common Stock on the most recent date on which Common Stock was publicly traded. In the event Common Stock is not publicly traded at the time a determination of this value is required to be made hereunder, the determination of its fair market value shall be made by the Committee in such manner as it deems appropriate.
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(n) "Holder" means an employee or a non-employee Director who has been granted an Award.
(o) "Incentive Award" means an Award granted under Article XI of the Plan.
(p) "Incentive Award Agreement" means a written agreement between the Company and a Holder with respect to an Incentive Award.
(q) "Incentive Stock Option" means an incentive stock option within the meaning of Section 422 of the Code.
(r) "Option" means an Award granted under Article VII of the Plan and includes both Incentive Stock Options to purchase Common Stock and Options which do not constitute Incentive Stock Options to purchase Common Stock.
(s) "Option Agreement" means a written agreement between the Company and a Holder with respect to an Option.
(t) "Performance Award" means an Award granted under Article X of the Plan.
(u) "Performance Award Agreement" means a written agreement between the Company and a Holder with respect to a Performance Award.
(v) "Plan" means Conseco, Inc. 1994 Stock and Incentive Plan, as amended from time to time.
(w) "Restricted Stock Agreement" means a written agreement between the Company and a Holder with respect to a Restricted Stock Award.
(x) "Restricted Stock Award" means an Award granted under Article IX of the Plan.
(y) "Rule 16b-3" means SEC Rule 16b-3 promulgated under the 1934 Act, as such may be amended from time to time, and any successor rule, regulation or statute fulfilling the same or a similar function.
(z) "Spread" means, in the case of a Stock Appreciation Right, an amount equal to the excess, if any, of the Fair Market Value of a share of Common Stock on the date such right is exercised over the exercise price of such Stock Appreciation Right.
(aa) "Stock Appreciation Right" means an Award granted under Article VIII of the Plan.
(bb) "Stock Appreciation Rights Agreement" means a written agreement between the Company and a Holder with respect to an Award of Stock Appreciation Rights.
(cc) "Stock Unit" means a unit of measure used to determine the value or each Participant's Stock Unit Account. Each Stock Unit shall be equivalent in value to one share of the Company's no par value Common Stock. All calculations of Stock Units shall be made to the nearest tenth of one unit.
(dd) "Stock Unit Account" means that separate account maintained for each Participant of Awards granted under Article XII hereof which represents the Stock Units previously awarded to such Holder and not previously distributed to such Holder and subsequently awarded pursuant to Section 12.05 hereof.
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(ee) "Total and Permanent Disability" means the inability of a Participant to provide meaningful service for the Company due to a medically determinable physical or mental impairment. Such determination of total and permanent disability shall be made by the Company. Notwithstanding the above, if a Participant qualifies for Federal Social Security disability benefits or for payments under the Company's long-term disability income plan, based upon his physical or mental condition, he shall be deemed to suffer from a total and permanent disability hereunder.
ARTICLE III.
Effective Date and Duration of the Plan
The Plan shall be effective as of February 17, 1994, the date of its adoption by the Board, provided the Plan is approved by the shareholders of the Company within twelve months thereafter and on or prior to the date of the first annual meeting of shareholders of the Company held subsequent to the acquisition of an equity security by a Holder hereunder for which exemption is claimed under Rule 16b-3. No Awards of Incentive Stock Options may be granted under the Plan after February 17, 2004. The Plan shall remain in effect until all Awards granted under the Plan have been satisfied or expired.
ARTICLE IV.
Administration
Section 4.01 Composition of Committee. The Plan shall be administered by a committee which shall be (i) appointed by the Board; (ii) constituted so as to permit the Plan to comply with Rule 16b-3; and (iii) constituted solely of "outside directors" within the meaning of Section 162(m) of the Code and applicable interpretive authority thereunder. Except for Awards described in Article VII, Section 7.08, Article XII or permitted for disinterested persons under Rule 16b-3(c)(2), no member of the Committee shall be eligible to receive an Award under the Plan or shall have received an Award or been granted or awarded equity securities pursuant to any other plan of the Company or any of its affiliates in the preceding year from the date of any service on the Committee.
Section 4.02 Powers. Subject to the provisions of the Plan, the Committee shall have sole authority, in its discretion, to determine which employees shall receive an Award, the time or times when such Award shall be made, what type of Award shall be granted, the number of shares of Common Stock which may be issued under each Option, Stock Appreciation Right or Restricted Stock Award, and the value of each Performance Award and Incentive Award. In making such determinations the Committee may take into account the nature of the services rendered by the respective individuals, their present and potential contribution to the Company's success and such other factors as the Committee in its discretion shall deem relevant.
Section 4.03 Additional Powers. The Committee shall have such additional powers as are delegated to it by the other provisions of the Plan. Subject to the express provisions of the Plan, the Committee is authorized to construe the Plan and the respective agreements executed thereunder, to prescribe such rules and regulations relating to the Plan as it may deem advisable to carry out the Plan, and to determine the terms, restrictions and provisions of each Award, including such terms, restrictions and provisions as shall be requisite in the judgment of the Committee to cause designated Options to qualify as Incentive Stock Options, and to make all other determinations necessary or advisable for administering the Plan. The Committee may correct any defect or supply any omission or reconcile any inconsistency in any agreement relating to an Award in the manner and to the extent it shall deem expedient to carry it into effect. The determinations of the Committee on the matters referred to in this Article IV shall be conclusive.
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Section 4.04 Additional Authority. Notwithstanding any other provision of this Plan to the contrary, the Board may also appoint an additional committee, comprised of one or more members of the Board, which additional committee shall have the powers set forth under Sections 4.02 and 4.03 of the Plan, with the following limitations: (i) the additional committee may grant options only to those employees who are not expected to become subject to the insider trading restrictions of Section 16 of the 1934 Act or Section 162(m) of the Code; and (ii) the additional committee may not grant options to purchase more than 25,000 shares to any employee in any calendar year.
ARTICLE V.
Grant of Options, Stock Appreciation Rights, Restricted Stock Awards, Performance Awards, Incentive Awards and Performance Stock Unit Awards; Shares Subject to the Plan
Section 5.01 Stock Grant and Award Limits. The Committee may from time to time grant Awards to one or more individuals determined by it to be eligible for participation in the Plan in accordance with the provisions of Article VI. Subject to Article XIII, the aggregate number of shares of Common Stock that may be issued under the Plan shall not exceed 6,000,000 shares. Shares shall be deemed to have been issued under the Plan only (i) to the extent actually issued and delivered pursuant to an Award, or (ii) to the extent an Award granted under Article VII, VIII, IX, X, XI or XII is settled in cash. To the extent that an Award lapses or the rights of its Holder terminate, any shares of Common Stock subject to such Award shall again be available for the grant of an Award. Separate stock certificates shall be issued by the Company for those shares acquired pursuant to the exercise of any Option which does not constitute an Incentive Stock Option. Notwithstanding any provision in the Plan to the contrary, the maximum number of shares of Common Stock that may be subject to Awards of Options and Stock Appreciation Rights under Article VII or VIII hereof granted to anyone individual during any calendar year is: 1,500,000 for 1994 and 250,000 per year, on a cumulative basis, for all years after 1994 (subject to adjustment in the same manner as provided in Article XIII with respect to shares of Common Stock subject to Awards then outstanding). The limitation set forth in the preceding sentence shall be applied in a manner which will permit compensation generated in connection with the exercise of Options and Stock Appreciation Rights to constitute "performance-based" compensation for purposes of Section 162(m) of the Code, including, without limitation, counting against such maximum number of shares, to the extent required under Section 162(m) of the Code and applicable interpretive authority thereunder, any shares subject to Options or Stock Appreciation Rights that are canceled or repriced.
Section 5.02 Stock Offered. The stock to be offered pursuant to the grant of an Award may be authorized but unissued Common Stock or Common Stock previously issued and outstanding and reacquired by the Company.
ARTICLE VI.
Eligibility
Awards made pursuant to Articles IX, X, and XI may be granted only to persons who, at the time of grant, are employees. Awards made pursuant to Articles VII, VIII and XII may be granted only to persons who, at the time of grant, are employees or (only as set forth in the following sentence) Directors. Except as set forth in Article VII, Section 7.08 and Article XII, Awards under this Plan may not be granted to any Director who is not an employee of the Company. An Award may be granted on more than one occasion to the same person, and, subject to the limitations set forth in the Plan, such Award may include an Incentive Stock Option or an Option which is not an Incentive Stock Option, a Stock Appreciation Right, a Restricted Stock Award, a Performance Award, an Incentive Award or any combination thereof. The Committee's designation of a person as a Participant under Article XII hereof will not limit the eligibility of such person to be granted an Award under any provision of this Plan.
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ARTICLE VII.
Stock Options
Section 7.01 Option Period. The term of each Option shall be as specified by the Committee at the date of grant.
Section 7.02 Limitations on Exercise of Option. An Option shall be exercisable in whole or in such installments and at such times as determined by the Committee.
Section 7.03 Special Limitations on Incentive Stock Options. To the extent that the aggregate Fair Market Value (determined at the time the respective Incentive Stock Option is granted) of Common Stock with respect to which Incentive Stock Options granted after 1986 are exercisable for the first time by an individual during any calendar year under all incentive stock option plans of the Company and its subsidiary corporations exceeds $100,000, such Incentive Stock Options shall be treated as options which do not constitute Incentive Stock Options. The Committee shall determine, in accordance with applicable provisions of the Code, Treasury Regulations and other administrative pronouncements, which of an optionee's Incentive Stock Options will not constitute Incentive Stock Options because of such limitation and shall notify the optionee of such determination as soon as practicable after such determination. No Incentive Stock Option shall be granted to an individual if, at the time the Option is granted, such individual owns stock possessing more than 10% of the total combined voting power of all classes of stock of the Company or of its parent or subsidiary corporation, within the meaning of
Section 422(b) (6) of the Code, unless (i) at the time such Option is granted the option price is at least 110% of the Fair Market Value of the Common Stock subject to the Option and (ii) such Option by its terms is not exercisable after the expiration of five years from the date of grant.
Section 7.04 Option Agreement. Each Option shall be evidenced by an Option Agreement in such form and containing such provisions not inconsistent with the provisions of the Plan as the Committee from time to time shall approve, including, without limitation, provisions to qualify an Incentive Stock Option under Section 422 of the Code. An Option Agreement may provide for the payment of the option price, in whole or in part, by the delivery of a number of shares of Common Stock (plus cash if necessary) having a Fair Market Value equal to such option price. Each Option Agreement shall provide that the Option may not be exercised earlier than six months from the date of grant and shall specify the effect of termination of employment on the exercisability of the Option. Moreover, an Option Agreement may provide for a "cashless exercise" of the Option by establishing procedures whereby the Holder, by a properly-executed written notice, directs (i) an immediate market sale or margin loan respecting all or a part of the shares of Common Stock to which he is entitled upon exercise pursuant to an extension of credit by the Company to the Holder of the option price, (ii) the delivery of the shares of Common Stock from the Company directly to a brokerage firm and (iii) the delivery of the option price from sale or margin loan proceeds from the brokerage firm directly to the Company. Such Option Agreement may also include, without limitation, provisions relating to (i) subject to the provisions hereof accelerating such vesting on a Change of Control, vesting of Options, including a provision that Options shall continue to vest and remain exercisable for so long as a Holder who terminates employment with the Company remains an employee of any Company subsidiary or affiliate of the Company, (ii) tax matters (including provisions covering any applicable employee wage withholding requirements and requiring additional "gross-up" payments to Holders to meet any excise taxes or other additional income tax liability imposed as a result of a Change of Control payment resulting from the operation of the Plan or of such Option Agreement), and (iii) any other matters not inconsistent with the terms and provisions of this Plan that the Committee shall in its sole discretion determine. The terms and conditions of the respective Option Agreements need not be identical.
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Section 7.05 Option Price and Payment. The price at which a share of Common Stock may be purchased upon exercise of an Option shall be determined by the Committee, but such purchase price (i) shall not be less than the Fair Market Value of a share of Common Stock on the date such Option is granted, and
(ii) shall be subject to adjustment as provided in Article XIII. The Option or portion thereof may be exercised by delivery of an irrevocable notice of exercise to the Company. The purchase price of the Option or portion thereof shall be paid in full in the manner prescribed by the Committee. Separate stock certificates shall be issued by the Company for those shares acquired pursuant to the exercise of an Incentive Stock Option and for those shares acquired pursuant to the exercise of any Option which does not constitute an Incentive Stock Option.
Section 7.06 Shareholder Rights and Privileges. The Holder shall be entitled to all the privileges and rights of a shareholder only with respect to such shares of Common Stock as have been purchased under the Option and for which certificates of stock have been registered in the Holder's name.
Section 7.07 Options and Rights in Substitution for Stock Options Granted by Other Corporations. Options and Stock Appreciation Rights may be granted under the Plan from time to time in substitution for stock options held by individuals employed by corporations who become employees as a result of a merger or consolidation of the employing corporation with the Company or any subsidiary, or the acquisition by the Company or a subsidiary of the assets of the employing corporation, or the acquisition by the Company or a subsidiary of stock of the employing corporation with the result that such employing corporation becomes a subsidiary.
Section 7.08 Fixed Grants to Non-Employee Directors. Each non-employee Director shall receive on the date of each annual shareholders' meeting during the period beginning on January 1, 1994 and ending upon the expiration of the Plan an Option to purchase 5,000 shares of Common Stock at the Fair Market Value thereof on the date of grant. Each Option granted under this Article VII,
Section 7.08, shall (i) not constitute an Incentive Stock Option, (ii) not have Stock Appreciation Rights granted in connection therewith, (iii) have a term of ten years, (iv) vest twenty percent (20%) per year on each of the first five anniversary dates of grant subject to acceleration and vesting pursuant to
Section 13.03, and (v) cease to be exercisable after the date which is three months after the termination of such individual's service as a Director (provided that such exercise period shall be extended to one year in the event of the death of the non-employee Director). Any non-employee Director holding Options granted under this Section 7.08 who is a member of the Committee shall not participate in any action of the Committee with respect to any claim or dispute involving such non-employee Director. Notwithstanding the terms and provisions of Article XIV hereof, the terms and provisions of this Section 7.08 shall not be amended more than once every six months, other than to comport with changes in the Code, the Employee Retirement Security Act, or the rules thereunder.
ARTICLE VIII.
Stock Appreciation Rights
Section 8.01 Stock Appreciation Rights. A Stock Appreciation Right is the right to receive an amount equal to the Spread with respect to a share of Common Stock upon the exercise of such Stock Appreciation Right. Stock Appreciation Rights may be granted in connection with the grant of an Option, in which case the Option Agreement will provide that exercise of Stock Appreciation Rights will result in the surrender of the right to purchase the shares under the Option as to which the Stock Appreciation Rights were exercised. Alternatively, Stock Appreciation Rights may be granted independently of Options in which case each Award of Stock Appreciation Rights shall be evidenced by a Stock Appreciation Rights Agreement which shall contain such terms and conditions as may be approved by the Committee including without limitation all applicable matters set forth with specificity in Article VII, Section 7.04, with respect to Option Agreements. The terms and conditions of
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the respective Stock Appreciation Rights Agreements need not be identical. The Spread with respect to a Stock Appreciation Right may be payable either in cash, shares of Common Stock with a Fair Market Value equal to the Spread or in a combination of cash and shares of Common Stock. With respect to Stock Appreciation Rights that are subject to Section 16 of the 1934 Act, however, the Committee shall, except as provided in Section 13.03, retain sole discretion (i) to determine the form in which payment of the Stock Appreciation Right will be made (i.e., cash, securities or any combination thereof) or (ii) to approve an election by a Holder to receive cash in full or partial settlement of Stock Appreciation Rights. Each Stock Appreciation Rights Agreement shall provide that the Stock Appreciation Rights may not be exercised earlier than six months from the date of grant and shall specify the effect of termination of employment on the exercisability of the Stock Appreciation Rights.
Section 8.02 Exercise Price. The exercise price of each Stock Appreciation Right shall be determined by the Committee, but such exercise price
(i) shall not be less than the Fair Market Value of a share of Common Stock on the date the Stock Appreciation Right is granted (or such greater exercise price as may be required if such Stock Appreciation Right is granted in connection with an Incentive Stock Option that must have an exercise price equal to 110% of the Fair Market Value of the Common Stock on the date of grant pursuant to Article VII, Section 7.03), and (ii) shall be subject to adjustment as provided in Article XIII.
Section 8.03 Exercise Period. The term of each Stock Appreciation Right shall be as specified by the Committee at the date of grant.
Section 8.04 Limitations of Exercise of Stock Appreciation Right. A Stock Appreciation Right shall be exercisable in whole or in such installments and at such times as determined by the Committee.
ARTICLE IX.
Restricted Stock Awards
Section 9.01 Restriction Period To Be Established by the Committee. At the time a Restricted Stock Award is made, the Committee shall establish a period of time (the "Restriction Period") applicable to such Award. Each Restricted Stock Award may have a different Restriction Period, in the discretion of the Committee. The Restriction Period applicable to a particular Restricted Stock Award shall not be changed except as permitted by Article IX,
Section 9.02, or Article XIII.
Section 9.02 Other Terms and Conditions. Common Stock awarded pursuant to a Restricted Stock Award shall be represented by a stock certificate registered in the name of the Holder of such Restricted Stock Award. If provided for by the Award Agreement, the Holder shall have the right to receive dividends during the Restriction Period, to vote Common Stock subject thereto and to enjoy all other shareholder rights, except that (i) the Holder shall not be entitled to delivery of the stock certificate until the Restriction Period shall have expired, (ii) the Company shall retain custody of the stock during the Restriction Period, (iii) the Holder may not sell, transfer, pledge, exchange, hypothecate or otherwise dispose of the stock during the Restriction Period, and
(iv) a breach of the terms and conditions established by the Committee pursuant to the Restricted Stock Agreement, shall cause a forfeiture of the Restricted Stock Award. At the time of such Award, the Committee may, in its sole discretion, prescribe additional terms, conditions or restrictions relating to Restricted Stock Awards, including, but not limited to, rules pertaining to the termination of employment or service as a Director (by retirement, disability, death or otherwise) of a Holder prior to expiration of the Restriction Period. Such additional terms, conditions or restrictions shall be set forth in a Restricted Stock Agreement made in conjunction with the Award. Such Restricted Stock Agreement may also include, without limitation, provisions relating to (i) subject to the provisions hereof accelerating vesting on a Change of Control, vesting of Awards, including a provision continuing such vesting after a Holder has terminated employment with the Company provided such employee remains an employee of any Company subsidiary or an affiliate of the Company, (ii) tax matters (including provisions (x) covering any applicable employee wage withholding requirements, (y) prohibiting an election by the holder under
Section 83(b) of the Code and (z) requiring additional "gross-up" payments to Holders to meet any excise taxes or other additional income tax liability imposed as a result of a Change of Control payment resulting from the
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operation of the Plan or of such Restricted Stock Agreement), and (iii) any other matters not inconsistent with the terms and provisions of this Plan that the Committee shall in its sole discretion determine. The terms and conditions of the respective Restricted Stock Agreements need not be identical.
Section 9.03 Payment for Restricted Stock. The Committee shall determine the amount and form of any payment for Common Stock received pursuant to a Restricted Stock Award, provided that in the absence of such a determination, a Holder shall not be required to make any payment for Common Stock received pursuant to a Restricted Stock Award, except to the extent otherwise required by law.
Section 9.04 Agreements. At the time any Award is made under this Article IX, the Company and the Holder shall enter into a Restricted Stock Agreement setting forth each of the matters contemplated hereby and such other matters as the Committee may determine to be appropriate. The terms and provisions of the respective Restricted Stock Agreements need not be identical.
ARTICLE X.
Performance Awards
Section 10.01 Performance Period. The Committee shall establish, with respect to and at the time of each Performance Award. a performance period over which the performance of the Holder shall be measured.
Section 10.02 Performance Awards. Each Performance Award shall have a maximum value established by the Committee at the time of such Award.
Section 10.03 Performance Measures. A Performance Award shall be awarded to an employee contin- gent upon future performance of the Company or any subsidiary, division or department thereof by or in which he is employed (if applicable) during the performance period. The Committee shall establish the performance measures applicable to such performance prior to the beginning of the performance period but subject to such later revisions as the Committee shall deem appropriate to reflect significant, unforeseen events or changes.
Section 10.04 Awards Criteria. In determining the value of Performance Awards, the Committee shall take into account an individual's responsibility level, performance, potential, other Awards and such other considerations as it deems appropriate.
Section 10.05 Payment. Following the end of the performance period, the Holder of a Performance Award shall be entitled to receive payment of an amount, not exceeding the maximum value of the Performance Award, based on the achievement of the performance measures for such performance period, as determined by the Committee. Payment of a Performance Award may be made in cash, Common Stock or a combination thereof, as determined by the Committee. Payment shall be made in a lump sum or in installments as prescribed by the Committee. Any payment to be made in Common Stock shall be based on the Fair Market Value of the Common Stock on the payment date.
Section 10.06 Termination of Employment. A Performance Award shall terminate if the Holder does not remain continuously in the employ of the Company or in service as a Director at all times during the applicable performance period, except as may be determined by the Committee or as may otherwise be provided in the Award at the time granted.
Section 10.07 Agreements. At the time any Award is made under this Article X, the Company and the Holder shall enter into a Performance Award Agreement setting forth each of the matters contemplated hereby, and, in addition such matters as are set forth in Article IX, Section 9.02, as the Committee may determine to be appropriate. The terms and provisions of the respective agreements need not be identical.
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ARTICLE XI.
Incentive Awards
Section 11.01 Incentive Awards. Incentive Awards are rights to receive shares of Common Stock (or cash in an amount equal to the Fair Market Value thereof), or rights to receive an amount equal to any appreciation in the Fair Market Value of Common Stock (or portion thereof) over a specified period of time, which vest over a period of time or upon the occurrence of an event (including without limitation a Change of Control) as established by the Committee, without payment of any amounts by the Holder thereof (except to the extent otherwise required by law) or satisfaction of any performance criteria or objectives. Each Incentive Award shall have a maximum value established by the Committee at the time of such Award.
Section 11.02 Award Period. The Committee shall establish, with respect to and at the time of each Incentive Award, a period over which or the event upon which the Award shall vest with respect to the Holder.
Section 11.03 Awards Criteria. In determining the value of Incentive Awards, the Committee shall take into account an individual's responsibility level, performance, potential, other Awards and such other considerations as it deems appropriate.
Section 11.04 Payment. Following the end of the vesting period for an Incentive Award, the Holder of an Incentive Award shall be entitled to receive payment of an amount, not exceeding the maximum value of the Incentive Award, based on the then vested value of the Award. Payment of an Incentive Award may be made in cash, Common Stock or a combination thereof as determined by the Committee. Payment shall be made in a lump sum or in installments as prescribed by the Committee in its sole discretion. Any payment to be made in Common Stock shall be based on the Fair Market Value of the Common Stock on the payment date. Cash dividend equivalents may be paid during or after the vesting period with respect to an Incentive Award, as determined by the Committee.
Section 11.05 Termination of Employment. An Incentive Award shall terminate if the Holder does not remain continuously in the employ of the Company or in service as a Director at all times during the applicable vesting period, except as may be otherwise determined by the Committee or as set forth in the Award at the time of grant.
Section 11.06 Agreements. At the time any Award is made under this Article XI, the Company and the Holder shall enter into an Incentive Award Agreement setting forth each of the matters contemplated hereby and, in addition such matters as are set forth in Article IX, Section 9.02 as the Committee may determine to be appropriate. The terms and provisions of the respective agreements need not be identical.
ARTICLE XII.
Performance Stock Unit Grants
Section 12.01 Participant. As used in this Article XII, Participant shall mean a non-employee Director or shall mean an executive officer of the Company who has been designated by the Committee to participate in Awards made under this Article XII. Each such Director and executive so designated will remain a Participant hereunder until all of the benefits to which he or she is entitled are fully distributed.
Section 12.02 Annual Contribution Amount.
(a) Each year the Company shall calculate an amount (the "Annual Contribution Amount") to be set aside for the Basic Annual Allocation and the Additional Annual Allocation. The Annual Contribution Amount shall be equal to 100% of the Company's consolidated net investment gains before tax plus any carryover provided for in Section 12.2(b)
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(3). Beginning with the 1994 plan year, the initial carryover amount shall equal the consolidated net investment gains before tax since January 1, 1989 less the amount of Basic Annual Allocations and Additional Annual Allocations made under the Company's Stock Bonus and Deferred Compensation Program since January 1, 1989.
The values of "consolidated net investment gains before tax", "discretionary annual bonuses", and "total income before income tax" for any year as they relate to this Plan shall be determined solely by the Committee. Net investment gains shall include all gains and losses from sales of securities, including without limitation those treated as gains (losses) from sales of trading securities and from sales of investments in affiliates. Net investment gains shall also include gains (losses) recognized by the Company as a result of the issuance and sale by an affiliate of its own capital stock.
(b) The Annual Contribution Amount shall be allocated as follows:
(1) First, to the Basic Annual Allocation in the amount determined in Section 12.03.
(2) Second, to the extent there remains an unallocated portion of the Annual Contribution Amount, to the Additional Annual Allocation in the amount determined in Section 12.04.
(3) Third, the remainder, if any, of the Annual Contribution Amount shall be carried over to the following year and added to the Annual Contribution Amount, if any, otherwise calculated under Section
12.02(a). Such carryovers shall continue, as necessary, from year to year until all remainders of annual Contribution Amounts are allocated in accordance with Sections 12.02(b) (1) and 12.02(b) (2).
Section 12.03 Basic Annual Allocations. The Company shall allocate a portion of the Annual Contribu- tion Amount to each Participant for the fiscal year. The amount so allocated, called the Basic Annual Allocation, shall for each Participant be equal to
(a) the greater of:
(1) $15,000 per year, or
(2) ten percent (10%) of the Participant's Eligible Compensation for such year; multiplied by
(b) a fraction (not to exceed one) , the numerator of which is the Annual Contribution Amount and the denominator of which is the sum of
(a) above for all Participants for such year.
Section 12.04 Additional Annual Allocations. If, at the end of the fiscal year, (i) the fully diluted earnings per share, reduced by the fully diluted earnings per share reported as attributable to gains or losses from sale of investments, on Company Common Stock for the year just completed exceeds one hundred ten percent (110%) of the fully diluted earnings per share, reduced by the fully diluted earnings per share reported as attributable to gains or losses from sale of investments, on Company Common Stock for the previous fiscal year and (ii) there remains an unallocated Annual Contribution Amount, the Company shall credit an Additional Annual Allocation to each Participant. The aggregate Additional Annual Allocation for all Participants shall equal the least of:
(1) The portion of the Annual Contribution Amount not allocated in accordance with Section 12.03;
(2) 100% of the aggregate Basic Annual Allocations for all Participants; or
(3) An amount equal to (i) the sum of two percent (2%) of each Participant's Basic Annual Allocation, multiplied by (ii) the number of tenths of a percentage point (rounded to the next lower tenth of a percent) by which the fully diluted earnings per share, reduced by the fully diluted earnings per share reported as attributable to gains and losses from the sale of investments, on Company Common Stock for the fiscal year just completed exceeds one hundred ten percent (110%) of the fully diluted earnings per share, reduced by the fully diluted earnings per share reported as attributable to gains and. losses from the sale of investments, on Company Common Stock for the previous fiscal year.
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The Additional Annual Allocation for each Participant shall equal the lesser of clause (2) or (3) above for that Participant multiplied by a fraction (not to exceed one) the numerator of which is the amount in clause (1) above and the denominator of which is the sum of the Additional Annual Allocations for all Participants.
Section 12.05 Computation of Stock Units. On March 31 of each year beginning March 31, 1995, the Basic Annual Allocation and the Additional Annual Allocation, if any, for the preceding full fiscal year of each Participant on that date, shall be converted to Stock Units pursuant to this Section and shall be added to the Participant's Stock Unit Account. The number of Stock Units to be added on each such date shall be the quotient obtained by dividing the sum of such Basic Annual Allocation and Additional Annual Allocation, if any, by the average daily closing price of the Company's Common Stock computed for such fiscal year (the "Annual Average Stock Price") based on information reported by the New York Stock Exchange or such other exchange or national market system from which such information is available.
Section 12.06 Special Grant Upon Death or Disability. In the event of a Participant's death or Total and Permanent Disability (i) while still in the employ of the Company and (ii) prior to the attainment of age sixty-five (65), the Company shall make an additional contribution to the Participant's Stock Unit Account for the year in which such event occurred in an amount equal to one hundred percent (100%) of his Eligible Compensation for the preceding fiscal year divided by the Annual Average Stock Price for such preceding fiscal year.
Section 12.07 Vesting. Each annual amount awarded to a Participant under this Article shall become fully vested and the Stock Units in his Stock Unit Account attributable to such award shall become fully vested after a period of continuous employment with the Company ending:
(a) Upon the fifth anniversary of the end of the fiscal year for which such amount was awarded (for this purpose, accretions due to dividends, distributions, or stock splits shall vest at the same time as the base award to which such accretions relate);
(b) By reason of the Participant's attainment of age sixty (60);
(c) By reason of the Participant's Total and Permanent Disability;
(d) By reason of the Participant's death; or
(e) By reason of the occurrence of a Change of Control.
All awards not fully vested upon termination of employment shall be forfeited, and the Company's obligation for benefits based on these awards shall cease.
Section 12.08 Adjustments for Cash Distributions. Whenever the Company shall pay a cash dividend or other cash distribution during any quarter to the holders of its Common Stock, the Company shall credit to each Participant's Stock Unit Account an amount equal to the quotient of (i) the product of (a) the amount of the dividend distribution paid per share of Company Common Stock, and
(b) the number of Stock Units in the Participant's Stock Unit Account at the beginning of the quarter divided by (ii) the Fair Market Value of the Common Stock on the date such dividend or cash distribution is paid.
Section 12.09 Distribution of Stock Units. At the time of vesting, unless otherwise deferred pursuant to a deferred compensation plan of or agreement with the Company, Stock Units shall be distributed to Participants by the issuance of Common Stock in an amount equivalent to the number of Stock Units which are fully vested.
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ARTICLE XIII.
Recapitalization or Reorganization
Section 13.01 The shares with respect to which Awards may be granted are shares of Common Stock as presently constituted, but if, and whenever, prior to the expiration or distribution to the Holder of an Award theretofore granted, the Company shall effect a subdivision or consolidation of shares of Common Stock or the payment of a stock dividend on Common Stock without receipt of consideration by the Company, the number of shares of Common Stock with respect to which such Award may thereafter be exercised or satisfied, as applicable, (i) in the event of an increase in the number of outstanding shares shall be proportionately increased, and the purchase price per share shall be proportionately reduced, and (ii) in the event of a reduction in the number of outstanding shares shall be proportionately reduced, and the purchase price per share shall be proportionately increased.
Section 13.02 If the Company recapitalizes or otherwise changes its capital structure, thereafter upon any exercise or satisfaction, as applicable, of an Award theretofore granted the Holder shall be entitled to (or entitled to purchase, if applicable) under such Award, in lieu of the number of shares Common Stock then covered by such Award, the number and class of shares of stock and securities to which the Holder would have been entitled pursuant to the terms of the recapitalization if, immediately prior to such recapitalization, the Holder had been the holder of record of the number of shares of Common Stock then covered by such Award.
Section 13.03 In the event of a Change of Control, all outstanding Awards shall immediately vest and become exercisable or satisfiable, as applicable. The Committee, in its discretion, may determine that upon the occurrence of a Change of Control, each Award outstanding hereunder shall terminate within a specified number of days after notice to the Holder, and such Holder shall receive, with respect to each share of Common Stock subject to such Award, cash in an amount equal to the excess of (i) the higher of (x) the Fair Market Value of such share of Common Stock immediately prior to the occurrence of such Change of Control or (y) the value of the consideration to be received in connection with such Change of Control for one share of Common Stock over
(ii) the exercise price per share, if applicable, of Common Stock set forth in such Award. The provisions contained in the preceding sentence shall be inapplicable to an Award granted within six (6) months before the occurrence of a Change of Control if the Holder of such Award is subject to the reporting requirements of Section 16(a) of the 1934 Act. If the consideration offered to shareholders of the Company in any transaction described in this paragraph consists of anything other than cash, the Committee shall determine the fair cash equivalent of the portion of the consideration offered which is other than cash. The provisions contained in this paragraph shall not terminate any rights of the Holder to further payments pursuant to any other agreement with the Company following a Change of Control.
Section 13.04 In the event of changes in the outstanding Common Stock by reason of recapitalization, reorganizations, mergers, consolidations, combinations, exchanges or other relevant changes in capitalization occurring after the date of the grant of any Award and not otherwise provided for by this Article XIII, any outstanding Awards and any agreements evidencing such Awards shall be subject to adjustment by the Committee at its discretion as to the number and price of shares of Common Stock or other consideration subject to such Awards. In the event of any such change in the outstanding Common Stock, the aggregate number of shares available under the Plan may be appropriately adjusted by the Committee, whose determination shall be conclusive.
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Section 13.05 The existence of the Plan and the Awards granted hereunder shall not affect in any way the right or power of the Board or the shareholders of the Company to make or authorize any adjustment, recapitalization, reorganization or other change in the Company's capital structure or its business, any merger or consolidation of the Company, any issue of debt or equity securities ahead of or affecting Common Stock or the rights thereof, the dissolution or liquidation of the Company or any sale, lease, exchange or other disposition of all or any part of its assets or business or any other corporate act or proceeding.
Section 13.06 Any adjustment provided for in Sections 13.01, 13.02, 13.03 and 13.04 above shall be subject to any required shareholder action.
Section 13.07 Except as hereinbefore expressly provided, the issuance by the Company of shares of stock of any class or securities convertible into shares of stock of any class, for cash, property, labor or services, upon direct sale, upon the exercise of rights or warrants to subscribe therefor, or upon conversion of shares of obligations of the Company convertible into such shares or other securities, and in any case whether or not for fair value, shall not affect, and no adjustment by reason thereof shall be made with respect to the number of shares of Common Stock subject to Awards theretofore granted or the purchase price per share, if applicable.
ARTICLE XIV.
Amendment and Termination of the Plan
The Board in its discretion may terminate the Plan at any time with respect to any shares for which Awards have not theretofore been granted. The Board shall have the right to alter or amend the Plan or any part thereof from time to time; provided that no change in any Award theretofore granted may be made which would impair the rights of the Holder without the consent of the Holder (unless such change is required in order to cause the benefits under the Plan to qualify as performance-based compensation within the meaning of Section l62(m) of the Code and applicable interpretive authority thereunder), and provided, further, that the Board may not, without approval of the shareholders, amend the Plan:
(a) to increase the maximum number of shares which may be issued on exercise or surrender of an Award, except as provided in Article XIII;
(b) to changed the Option price;
(c) to change the class of individuals eligible to receive Awards or materially increase the benefits accruing to employees and Directors under the Plan;
(d) to extend the maximum period during which Awards may be granted under the Plan;
(e) to modify materially the requirements as to eligibility for participation in the Plan; or
(f) to decrease any authority granted to the committee hereunder in contravention of Rule 16b-3.
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ARTICLE XV.
Miscellaneous
Section 15.01 No Right To An Award. Neither the adoption of the Plan by the Company nor any action of the Board or the Committee shall be deemed to give an employee any right to be granted an Award to purchase Common Stock, a right to a Stock Appreciation Right, a Restricted Stock Award, a Performance Award, an Incentive Award or Stock Units or any of the rights hereunder except as may be evidenced by an Award or by an Award Agreement duly executed on behalf of the Company, and then only to the extent and on the terms and conditions expressly set forth therein. The Plan shall be unfunded. The Company shall not be required to establish any special or separate fund or to make any other segregation of funds or assets to assure the payment of any Award.
Section 15.02 No Employment Rights Conferred. Nothing contained in the Plan shall (i) confer upon any employee any right with respect to continuation of employment with the Company or any subsidiary or (ii) interfere in any way with the right of the Company or any subsidiary to terminate his or her employment (or service as a Director, in accordance with applicable corporate law) at any time.
Section 15.03 Other Laws; Withholding. The Company shall not be obligated to issue any Common Stock pursuant to any Award granted under the Plan at any time when the shares covered by such Award have not been registered under the Securities Act of 1933 and such other state and federal laws, rules or regulations as the Company or the Committee deems applicable and, in the opinion of legal counsel for the Company, there is no exemption from the registration requirements of such laws, rules or regulations available for the issuance and sale of such shares. No fractional shares of Common Stock shall be delivered, nor shall any cash in lieu of fractional shares be paid. The Company shall have the right to deduct in cash (whether under this Plan or otherwise) in connection with all Awards any taxes required by law to be withheld and to require any payments required to enable it to satisfy its withholding obligations. In the case of any Award satisfied in the form of Common Stock, no shares shall be issued unless and until arrangements satisfactory to the Company shall have been made to satisfy any withholding tax obligations applicable with respect to such Award. Subject to such terms and conditions as the Committee may impose, the Company shall have the right to retain, or the Committee may, subject to such terms and conditions as it may establish from time to time, permit Holders to elect to tender Common Stock (including Common Stock issuable in respect of an Award) to satisfy, in whole or in part, the amount required to be withheld.
Section 15.04 No Restriction on Corporate Action. Nothing contained in the Plan shall be construed to prevent the Company or any subsidiary from taking any corporate action which is deemed by the Company or such subsidiary to be appropriate or in its best interest, whether or not such action would have an adverse effect on the Plan or any Award made under the Plan. No employee, beneficiary or other person shall have any claim against the Company or any subsidiary as a result of any such action.
Section 15.05 Restrictions on Transfer. An Award shall not be transferable except (i) by will or the laws of descent and distribution, or (ii) by gift to any member of the Holder's immediate family or to a trust for the benefit of such immediate family member, if permitted in the applicable Award Agreement. An award may be exercisable during the lifetime of the Holder only by such Holder or the Holder's guardian or legal representative unless it has been transferred to a member of the Holder's immediate family or to a trust for the benefit of such immediate family member, in which case it shall be exercisable only by such transferee. For the purpose of this provision, a Holder's "immediate family" shall mean the Holder's spouse, children and grandchildren. Notwithstanding any such transfer, the Holder will continue to be subject to the withholding requirements provided for in Section 15.03 hereof.
Section l5.06 Rule 16b-3. It is intended that the Plan and any grant of an Award made to a person subject to Section 16 of the 1934 Act meet all of
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the requirements of Rule 16b-3. If any provision of the Plan or any such Award would disqualify the Plan or such Award under, or would otherwise not comply with, Rule 16b-3, such provision or Award shall be construed or deemed amended to conform to Rule 16b-3.
Section 15.07 Section 162(m). It is intended that the Plan comply fully with and meet all the requirements of Section 162(m) of the Code so that Options and Stock Appreciation Rights granted hereunder with an exercise price not less than Fair Market Value of a share of Common Stock on the date of grant shall constitute "performance-based" compensation within the meaning of such section. If any provision of the Plan would disqualify the Plan or would not otherwise permit the Plan to comply with Section 162 (m) as so intended, such provision shall be construed or deemed amended to conform to the requirements or provisions of Section 162(m); provided that no such construction or amendment shall have an adverse effect on the economic value to a Holder of any Award previously granted hereunder.
Section 15.08 Governing Law. This Plan shall be construed in accordance with the laws of the State of Indiana.
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Exhibit 10.8.14
CONSECO, INC.
AMENDED AND RESTATED 1997 NON-QUALIFIED STOCK OPTION PLAN
ARTICLE I.
Purpose
The purpose of the CONSECO, INC. 1997 NON-QUALIFIED STOCK OPTION PLAN (the "Plan") is to provide a means through which CONSECO, INC., an Indiana corporation (the "Company"), may provide incentives to increase the personal financial identification of key personnel with the long-term growth of the Company and the interests of the Company's shareholders through the ownership and performance of the common stock of the Company, to enhance the Company's ability to retain key personnel and to attract outstanding prospective executive employees.
ARTICLE II.
Definitions
The following definitions shall be applicable throughout the Plan unless specifically modified by any paragraph:
(a) "Board" means the Board of Directors of the Company.
(b) A "Change of Control" of the Company shall mean a change of control of a nature that would be required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A promulgated under the 1934 Act as revised effective January 20, 1987, or, if Item 6(e) is no longer in effect, any regulations issued by the Securities and Exchange Commission pursuant to the 1934 Act which serve similar purposes; provided, that, without limitation, (x) such a change of control shall be deemed to have occurred if and when either (A) except as provided in (y) below, any "person" (as such term is used in Sections 13(d) and 14(d) of the 1934 Act) is or becomes a "beneficial owner" (as such term is defined in Rule 13d-3 promulgated under the 1934 Act), directly or indirectly, of securities of the Company representing 25% or more of the combined voting power of the Company's then outstanding securities entitled to vote with respect to the election of its Board of Directors or (B) as the result of a tender offer, merger, consolidation, sale of assets, or contest for election of directors, or any combination of the foregoing transactions or events, individuals who were members of the Board of Directors of the Company immediately prior to any such transaction or event shall not constitute a majority of the Board of Directors following such transaction or event, and (y) no such change of control shall be deemed to have occurred if and when either (A) any such change is the result of a transaction which constitutes a "Rule 13e-3 transaction" as such term is defined in Rule 13e-3 promulgated under the 1934 Act or (B) any such person becomes, with the approval of the Board of Directors of the Company, the beneficial owner of securities of the Company representing 25% or more but less than 50% of the combined voting power of the
Company's then outstanding securities entitled to vote with respect to the election of its Board of Directors and in connection therewith represents, and at all times continues to represent, in a filing, as amended, with the Securities and Exchange Commission on Schedule 13D or Schedule 13G (or any successor Schedule thereto) that "such person has acquired such securities for investment and not with the purpose nor with the effect of changing or influencing the control of the Company, nor in connection with or as a participant in any transaction having such purpose or effect," or words or comparable meaning and import. The designation by any such person, with the approval of the Board of Directors of the Company, of a single individual to serve as a member of, or observer at meetings of, the Company's Board of Directors, shall not be considered "changing or influencing the control of the Company" within the meaning of the immediately preceding clause (B), so long as such individual does not constitute at any time more than one-third of the total number of directors serving on such Board.
(c) "Code" means the Internal Revenue Code of 1986, as amended. Reference in the Plan to any section of the Code shall be deemed to include any amendments or successor provisions to any section and any regulations under such section.
(d) "Compensation Committee" means not less than two members of the Board who are selected by the Board as provided in Article IV, Section 4.01.
(e) "Common Stock" means the common stock, no par value per share, of the Company.
(f) "Company" means Conseco, Inc., an Indiana corporation, and any successor thereto.
(g) "Director" means an individual elected to the Board by the shareholders of the Company or by the Board under applicable corporate law who is serving on the Board.
(h) An "employee" means any person (including a Director) in an employment relationship with the Company or any parent or subsidiary corporation (as defined in Section 424 of the Code).
(i) "1934 Act" means the Securities Exchange Act of 1934, as amended.
(j) "Fair Market Value" means, as of any specified date, the mean of the reported high and low sales prices of the Common Stock on the stock exchange
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composite tape on that date, or if no prices are reported on that date, on the last preceding date on which such prices of the Common Stock are so reported. If the Common Stock is traded over the counter at the time a determination of its fair market value is required to be made hereunder, its fair market value shall be deemed to be equal to the average between the reported high and low or closing bid and asked prices of Common Stock on the most recent date on which Common Stock was publicly traded. In the event Common Stock is not publicly traded at the time a determination of this value is required to be made hereunder, the determination of its fair market value shall be made by the Compensation Committee in such manner as it deems appropriate.
(k) "Holder" means an employee who has been granted an Option.
(l) "Option" means an Option granted under Article VII of the Plan and includes only Options to purchase Common Stock which do not constitute Incentive Stock Options under Section 422 of the Code.
(m) "Option Agreement" means a written agreement between the Company and a Holder with respect to an Option.
(n) "Plan" means Conseco, Inc. 1997 Non-Qualified Stock Option Plan, as amended from time to time.
(o) "Rule 16b-3" means SEC Rule 16b-3 promulgated under the 1934 Act, as such may be amended from time to time, and any successor rule, regulation or statute fulfilling the same or a similar function.
ARTICLE III.
Effective Date and Duration of the Plan
The Plan shall be effective as of April 1, 1997, the date of its adoption by the Board, provided the Plan is approved by the shareholders of the Company within twelve months thereafter. The Plan shall remain in effect until all Options granted under the Plan have been satisfied or expired or until the Plan is terminated in accordance with Article IX.
ARTICLE IV.
Administration
Section 4.01 Composition of Compensation Committee. The Plan shall be administered by a committee which shall be (i) appointed by the Board; and (ii) constituted solely of "outside directors," within the meaning of Section 162(m) of the Code and applicable interpretive authority thereunder.
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Section 4.02 Powers. Subject to the provisions of the Plan, the Compensation Committee shall have sole authority, in its discretion, to determine which employees shall receive an Option, the time or times when such Option shall be made, and the number of shares of Common Stock which may be issued under each Option. In making such determinations the Compensation Committee may take into account the nature of the services rendered by the respective individuals, their present and potential contribution to the Company's success and such other factors as the Compensation Committee in its discretion shall deem relevant.
Section 4.03 Additional Powers. The Compensation Committee shall have such additional powers as are delegated to it by the other provisions of the Plan. Subject to the express provisions of the Plan, the Compensation Committee is authorized to construe the Plan and the respective agreements executed thereunder, to prescribe such rules and regulations relating to the Plan as it may deem advisable to carry out the Plan, to determine the terms, restrictions and provisions of each Award, and to make all other determinations necessary or advisable for administering the Plan. The Compensation Committee may correct any defect or supply any omission or reconcile any inconsistency in any agreement relating to an Option in the manner and to the extent it shall deem expedient to carry it into effect. The determinations of the Compensation Committee on the matters referred to in this Article IV shall be conclusive.
Section 4.04 Additional Authority. Notwithstanding any other provision of this Plan to the contrary, the Board may also appoint an additional committee, comprised of one or more members of the Board, which additional committee shall have the powers set forth under Sections 4.02 and 4.03 of the Plan, with the following limitations: (i) the additional committee may grant options only to those employees who are not expected to become subject to the insider trading restrictions of Section 16 of the 1934 Act or Section 162(m) of the Code; and (ii) the additional committee may not grant options to purchase more than 25,000 shares to any employee in any calendar year.
ARTICLE V.
Grant of Options;
Shares Subject to the Plan
Section 5.01 Stock Option Limits. The Compensation Committee may from time to time grant Options to one or more individuals determined by it to be eligible for participation in the Plan in accordance with the provisions of Article VI. Subject to Article VIII, the aggregate number of shares of Common Stock for which Options may be granted under the Plan, when added to all
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outstanding, unexpired options under the Company's other employee benefit plans, shall not exceed 20% of the shares of Common Stock outstanding on the date of grant. In determining the number of shares outstanding on the date of grant, the Compensation Committee shall include the number of shares then issuable under any outstanding securities of the Company (other than options) which are then exchangable for or convertible into Common Stock. Notwithstanding any provision in the Plan to the contrary, the maximum number of shares of Common Stock that may be subject to Options under Article VII hereof granted to any one individual during any calendar year is: the sum (subject to adjustment in the same manner as provided in Article VIII with respect to shares of Common Stock subject to Options then outstanding) of (a) 1,000,000 plus (b) the number of shares (not to exceed 3,000,000) issued under a Reload Program as described below, plus (c) the number of options provided for in an employment contract that has been approved by a vote of the shareholders. As an inducement to holders of non-qualified stock options to exercise those options significantly before their expiration date, the Compensation Committee may offer a Reload Program to such holders. Under the Reload Program, new Options may be granted for a number of shares equal to (a) the sum of (i) the total exercise price of the prior options exercised in the Reload Program plus (ii) the taxes incurred by the holder as a result of such exercise (deemed to be 45% of the taxable income resulting from such exercise) divided by (b) the exercise price per share of the newly granted Option. The limitation set forth in the preceding sentence shall be applied in a manner which will permit compensation generated in connection with the exercise of Options to constitute "performance-based" compensation for purposes of
Section 162(m) of the Code, including, without limitation, counting against such maximum number of shares, to the extent required under Section 162(m) of the Code and applicable interpretive authority thereunder, any shares subject to Options that are canceled or repriced.
Section 5.02 Stock Offered. The stock to be offered pursuant to the grant of an Option may be authorized but unissued Common Stock or Common Stock previously issued and outstanding and reacquired by the Company.
ARTICLE VI.
Eligibility
Options may be granted only to persons who, at the time of grant, are employees. Options under this Plan may not be granted to any Director who is not an employee of the Company. An Award may be granted on more than one occasion to the same person.
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ARTICLE VII.
Stock Options
Section 7.01 Option Period. The term of each Option shall be as specified by the Compensation Committee at the date of grant.
Section 7.02 Limitations on Exercise of Option. An Option shall be exercisable in whole or in such installments and at such times as determined by the Compensation Committee.
Section 7.03 Option Agreement. Each Option shall be evidenced by an Option Agreement in such form and containing such provisions not inconsistent with the provisions of the Plan as the Compensation Committee from time to time shall approve. An Option Agreement may provide for the payment of the option price, in whole or in part, by the delivery of a number of shares of Common Stock (plus cash if necessary) having a Fair Market Value equal to such option price. Each Option Agreement shall provide that the Option may not be exercised earlier than six months from the date of grant and shall specify the effect of termination of employment on the exercisability of the Option. Moreover, an Option Agreement may provide for a "cashless exercise" of the Option by establishing procedures whereby the Holder, by a properly-executed written notice, directs (i) an immediate market sale or margin loan respecting all or a part of the shares of Common Stock to which he is entitled upon exercise pursuant to an extension of credit by the Company to the Holder of the option price, (ii) the delivery of the shares of Common Stock from the Company directly to a brokerage firm and (iii) the delivery of the option price from sale or margin loan proceeds from the brokerage firm directly to the Company. Such Option Agreement may also include, without limitation, provisions relating to
(i) subject to the provisions hereof accelerating such vesting on a Change of Control, vesting of Options, including a provision that Options shall continue to vest and remain exercisable for so long as a Holder who terminates employment with the Company remains an employee of any Company subsidiary or affiliate of the Company, (ii) tax matters (including provisions covering any applicable employee wage withholding requirements and requiring additional "gross-up" payments to Holders to meet any excise taxes or other additional income tax liability imposed as a result of a Change of Control payment resulting from the operation of the Plan or of such Option Agreement), and (iii) any other matters not inconsistent with the terms and provisions of this Plan that the Compensation Committee shall in its sole discretion determine. The terms and conditions of the respective Option Agreements need not be identical.
Section 7.04 Option Price and Payment. The price at which a share of Common Stock may be purchased upon exercise of an Option shall be determined by the Compensation Committee, but such purchase price (i) for options granted to the chief executive officer of the Company and the other four most highly compensated executive officers of the Company, shall not be less than the Fair Market Value of a share of Common Stock on the date such Option is granted, and
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(ii) shall be subject to adjustment as provided in Article VIII. An option may not be granted at less than the Fair Market Value of a share of Common Stock on the date such Option is to be granted if the sum of (i) the number of shares of Common Stock which could be purchased under such Option plus (ii) the number of shares of Common Stock which could be purchased under all other Options which were granted under the Plan previously at less than the Fair Market Value of a share of Common Stock on the date of grant would exceed five percent of the maximum number of Options then available for grant under the second sentence of
Section 5.01. The Option or portion thereof may be exercised by delivery of an irrevocable notice of exercise to the Company. The purchase price of the Option or portion thereof shall be paid in full in the manner prescribed by the Compensation Committee.
Section 7.05 Shareholder Rights and Privileges. The Holder shall be entitled to all the privileges and rights of a shareholder only with respect to such shares of Common Stock as have been purchased under the Option and for which certificates of stock have been registered in the Holder's name.
Section 7.06 Options in Substitution for Stock Options Granted by Other Corporations. Options may be granted under the Plan from time to time in substitution for stock options held by individuals employed by corporations who become employees as a result of a merger or consolidation of the employing corporation with the Company or any subsidiary, or the acquisition by the Company or a subsidiary of the assets of the employing corporation, or the acquisition by the Company or a subsidiary of stock of the employing corporation with the result that such employing corporation becomes a subsidiary.
ARTICLE VIII.
Recapitalization or Reorganization
Section 8.01 Stock Dividends, etc. The shares with respect to which Options may be granted are shares of Common Stock as presently constituted, but if, and whenever, prior to the expiration or exercise of an Option theretofore granted, the Company shall effect a subdivision or consolidation of shares of Common Stock or the payment of a stock dividend on Common Stock without receipt of consideration by the Company, the number of shares of Common Stock with respect to which such Option may thereafter be exercised, (i) in the event of an increase in the number of outstanding shares shall be proportionately increased, and the purchase price per share shall be proportionately reduced, and (ii) in the event of a reduction in the number of outstanding shares shall be proportionately reduced, and the purchase price per share shall be proportionately increased.
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Section 8.02 Recapitalizations. If the Company recapitalizes or otherwise changes its capital structure, thereafter upon any exercise of an Option theretofore granted the Holder shall be entitled to purchase under such Option, in lieu of the number of shares of Common Stock then covered by such Option, the number and class of shares of stock and securities to which the Holder would have been entitled pursuant to the terms of the recapitalization if, immediately prior to such recapitalization, the Holder had been the holder of record of the number of shares of Common Stock then covered by such Option.
Section 8.03 Change of Control. In the event of a Change of Control, all outstanding Options shall immediately vest and become exercisable or satisfiable, as applicable. The Compensation Committee, in its discretion, may determine that upon the occurrence of a Change of Control, each Option outstanding hereunder shall terminate within a specified number of days after notice to the Holder, and such Holder shall receive, with respect to each share of Common Stock subject to such Option, cash in an amount equal to the excess of
(i) the higher of (x) the Fair Market Value of such share of Common Stock immediately prior to the occurrence of such Change of Control or (y) the value of the consideration to be received in connection with such Change of Control for one share of Common Stock over (ii) the exercise price per share, if applicable, of Common Stock set forth in such Option. The provisions contained in the preceding sentence shall be inapplicable to an Option granted within six
(6) months before the occurrence of a Change of Control if the Holder of such Option is subject to the reporting requirements of Section 16(a) of the 1934 Act and such disposition is not exempt under Rule 16b-3 but shall be applicable to such Option after the expiration of six (6) months from the date of grant. If the consideration offered to shareholders of the Company in any transaction described in this paragraph consists of anything other than cash, the Compensation Committee shall determine the fair cash equivalent of the portion of the consideration offered which is other than cash. The provisions contained in this paragraph shall not terminate any rights of the Holder to further payments pursuant to any other agreement with the Company following a Change of Control.
Section 8.04 Other Adjustments. In the event of changes in the outstanding Common Stock by reason of recapitalization, reorganizations, mergers, consolidations, combinations, exchanges or other relevant changes in capitalization occurring after the date of the grant of any Option and not otherwise provided for by this Article VIII, any outstanding Options and any agreements evidencing such Options shall be subject to adjustment by the Compensation Committee at its discretion as to the number and price of shares of Common Stock or other consideration subject to such Options.
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Section 8.05 Impact of Plan. The existence of the Plan and the Options granted hereunder shall not affect in any way the right or power of the Board or the shareholders of the Company to make or authorize any adjustment, recapitalization, reorganization or other change in the Company's capital structure or its business, any merger or consolidation of the Company, any issue of debt or equity securities ahead of or affecting Common Stock or the rights thereof, the dissolution or liquidation of the Company or any sale, lease, exchange or other disposition of all or any part of its assets or business or any other corporate act or proceeding.
Section 8.06 Shareholder Action. Any adjustment provided for in Sections 8.01, 8.02, 8.03 and 8.04 above shall be subject to any required shareholder action.
Section 8.07 Other. Except as hereinbefore expressly provided, the issuance by the Company of shares of stock of any class or securities convertible into shares of stock of any class, for cash, property, labor or services, upon direct sale, upon the exercise of rights or warrants to subscribe therefor, or upon conversion of shares or obligations of the Company convertible into such shares or other securities, and in any case whether or not for fair value, shall not affect, and no adjustment by reason thereof shall be made with respect to the number of shares of Common Stock subject to Options theretofore granted or the purchase price per share.
ARTICLE IX.
Amendment and Termination of the Plan
The Board in its discretion may terminate the Plan at any time with respect to any shares for which Options have not theretofore been granted. The Board shall have the right to alter or amend the Plan or any part thereof from time to time; provided that no change in any Option theretofore granted may be made which would impair the rights of the Holder without the consent of the Holder (unless such change is required in order to cause the benefits under the Plan to qualify as performance-based compensation within the meaning of Section 162(m) of the Code and applicable interpretive authority thereunder), and provided, further, that the Board may not, without approval of the shareholders, amend the Plan if such approval is required under applicable law or stock exchange rule or in order for the Plan to continue to comply with Section 162(m) of the Code.
ARTICLE X.
Miscellaneous
Section 10.01 No Right To An Option. Neither the adoption of the Plan by the Company nor any action of the Board or the Compensation Committee shall be deemed to give an employee any right to be granted an Option to purchase
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Common Stock except as may be evidenced by an Option or by an Option Agreement duly executed on behalf of the Company, and then only to the extent and on the terms and conditions expressly set forth therein. The Plan shall be unfunded. The Company shall not be required to establish any special or separate fund or to make any other segregation of funds or assets to assure the payment of any Option.
Section 10.02 No Employment Rights Conferred. Nothing contained in the Plan shall (i) confer upon any employee any right with respect to continuation of employment with the Company or any subsidiary or (ii) interfere in any way with the right of the Company or any subsidiary to terminate his or her employment (or service as a Director, in accordance with applicable corporate law) at any time.
Section 10.03 Other Laws; Withholding. The Company shall not be obligated to issue any Common Stock pursuant to any Option granted under the Plan at any time when the shares covered by such Award have not been registered under the Securities Act of 1933 and such other state and federal laws, rules or regulations as the Company or the Compensation Committee deems applicable and, in the opinion of legal counsel for the Company, there is no exemption from the registration requirements of such laws, rules or regulations available for the issuance and sale of such shares. No fractional shares of Common Stock shall be delivered, nor shall any cash in lieu of fractional shares be paid. The Company shall have the right to deduct in cash (whether under this Plan or otherwise) in connection with all Options any taxes required by law to be withheld and to require any payments required to enable it to satisfy its withholding obligations. In the case of any Option satisfied in the form of Common Stock, no shares shall be issued unless and until arrangements satisfactory to the Company shall have been made to satisfy any withholding tax obligations applicable with respect to such Option. Subject to such terms and conditions as the Compensation Committee may impose, the Company shall have the right to retain, or the Compensation Committee may, subject to such terms and conditions as it may establish from time to time, permit Holders to elect to tender Common Stock (including Common Stock issuable in respect of an Option) to satisfy, in whole or in part, the amount required to be withheld.
Section 10.04 No Restriction on Corporate Action. Nothing contained in the Plan shall be construed to prevent the Company or any subsidiary from taking any corporate action which is deemed by the Company or such subsidiary to be appropriate or in its best interest, whether or not such action would have an adverse effect on the Plan or any Option granted under the Plan. No employee, beneficiary or other person shall have any claim against the Company or any subsidiary as a result of any such action.
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Section 10.05 Restrictions on Transfer. An Option shall not be transferable except (i) by will or the laws of descent and distribution, or (ii) by gift to any member of the Holder's immediate family, to a partnership consisting only of members of the Holder's immediate family or to a trust for the benefit of such immediate family member or to such other persons or entities as the Compensation Committee determines in its discretion, if permitted in the applicable Option Agreement. An option may be exercisable during the lifetime of the Holder only by such Holder or the Holder's guardian or legal representative unless it has been transferred to a member of the Holder's immediate family, to a partnership consisting only of members of the Holder's immediate family or to a trust for the benefit of such immediate family member, in which case it shall be exercisable only by such transferee. For the purpose of this provision, a Holder's "immediate family" shall mean the Holder's spouse, children and grandchildren. Notwithstanding any such transfer, the Holder will continue to be subject to the withholding requirements provided for in Section 10.03 hereof.
Section 10.06 Section 162(m). It is intended that the Plan comply fully with and meet all the requirements of Section 162(m) of the Code so that Options granted hereunder with an exercise price not less than Fair Market Value of a share of Common Stock on the date of grant shall constitute "performance-based" compensation within the meaning of such section. If any provision of the Plan would disqualify the Plan or would not otherwise permit the Plan to comply with Section 162(m) as so intended, such provision shall be construed or deemed amended to conform to the requirements or provisions of
Section 162(m); provided that no such construction or amendment shall have an adverse effect on the economic value to a Holder of any Option previously granted hereunder.
Section 10.07 Governing Law. This Plan shall be construed in accordance with the laws of the State of Indiana.
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Exhibit 10.8.31
FIRST STAGE AMENDMENT AND AGREEMENT
Re: Non-Refinanced 1998 D&O Loans
THIS FIRST STAGE AMENDMENT AND AGREEMENT, dated as of March20, 2002
(this "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), Bank of America, N.A., as administrative agent (in such capacity, the "Administrative Agent"), as Collateral Agent (in such capacity, the "Collateral Agent") and as Depositary Bank (in such capacity, the "Depositary Bank"), the various financial institutions parties hereto (each a "Bank" and collectively, the "Banks").
W I T N E S S E T H:
WHEREAS, Conseco, the Banks and the Administrative Agent are parties to that certain Agreement, dated as of September 22, 2000, relating to the 1998 Director and Officer Loan Credit Agreement (the "September 22, 2000 Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the September 22, 2000 Agreement as more fully described herein;
WHEREAS, CDOC, the Collateral Agent and the Depositary Bank are parties to that certain Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000 (the "Cash Collateral Agreement");
WHEREAS, CDOC has requested that the Administrative Agent and the Banks amend the Cash Collateral Agreement as more fully described herein;
WHEREAS, Conseco, pursuant to a Guaranty, dated as of August 21, 1998 (the "Conseco Guaranty") has guaranteed the obligations of the borrowers under the Credit Agreement, dated as of August 21, 1998, among the persons listed on the signature pages thereto as Borrowers, the Banks, and the Administrative Agent (the "Credit Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the Conseco Guaranty as more fully described herein;
WHEREAS, CIHC, pursuant to a Guaranty and Subordination Agreement, dated as of September 22, 2000 (the "CIHC Guaranty"), has, among other things, guaranteed the obligations Conseco under the Conseco Guaranty;
WHEREAS, CIHC has requested that the Administrative Agent and the Banks amend the CIHC Guaranty as more fully described herein;
WHEREAS, Articles II, III and IV to the Appendix to that certain Five-Year Credit Agreement, dated as of September 25, 1998, as amended (the "Five-Year Credit Agreement"), were incorporated by reference into the September 22, 2000 Agreement;
WHEREAS, the parties to the Five-Year Credit Agreement now wish to amend the Appendix and the parties hereto wish to consent to the amendment of the Appendix; and
WHEREAS, Conseco will agree to pay certain fees as more fully described below;
NOW, THEREFORE, in consideration of the mutual promises herein contained and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
Section 1. DEFINITIONS. Capitalized terms used and not otherwise defined in this Agreement shall have the meanings assigned thereto in the Credit Agreement. As used herein, the following terms shall have the following meanings:
"A.M. Best A- Status" shall have the meaning set forth in Section 1.01 of the Appendix.
"Agreement Fee" shall have the meaning set forth in Section 7.1(a) hereof.
"Appendix" shall have the meaning set forth in Section 6.1 hereof.
"Appendix Amendment" shall have the meaning set forth in Section 6.1 hereof.
"D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Effective Date" shall have the meaning set forth in Section 8 hereof.
"Exchange Offer" shall have the meaning set forth in Section 1.01 of the Appendix.
"Fees" shall have the meaning set forth in Section 7.1 hereof.
"Specified D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Trust Preferred Securities" shall have the meaning set forth in
Section 1.01 of the Appendix.
Section 2. AMENDMENTS TO SEPTEMBER 22, 2000 AGREEMENT.
2.1 Section 1.1 of the September 22, 2000 Agreement is hereby amended as follows:
(a) The definition of "CDOC" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"CDOC" shall mean CDOC, Inc., a Delaware corporation.
(b) The definition of "Required Banks" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Required Banks" shall have (a) with respect to the Loans, the meaning assigned thereto in the Loan Documents and (b) with respect to the New Loans, the meaning assigned thereto in the New Loan Documents.
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(c) The definition of "Regulation U" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Regulation U" shall have the meaning set forth in the Existing Guaranty.
2.2 Section 3 of the September 22, 2000 Agreement is hereby amended by:
(a) deleting "No Default Acknowledgment" appearing therein and substituting in lieu thereof "No Default Acknowledgments";
(b) inserting "(a)" immediately prior to the first sentence of such section; and
(c) inserting a new clause (b) to read as follows:
"(b) The Administrative Agent and the Banks hereby acknowledge that the Guarantor will not be in default of Section 3.4 or Section 4.3 of the Existing Guaranty (and CIHC will not be in default of the CIHC Guaranty) if the Guarantor, in furtherance of its rights set forth in Section 5(e) of this Agreement in respect of the Existing Loans, takes possession of any Borrower's "margin stock" (as defined in Regulation U) so long as Guarantor complies with the provisions of Regulation U in connection therewith."
2.3 The following sentence is hereby added to the end of Section 5(a) of the September 22, 2000 Agreement to read as follows: "For purposes of this
Section 5(a), in making any calculation to determine Cash Collateral Deposits required to be made or held, such required amounts will be reduced by the amount of any application of cash collateral under Section 5(e) hereof."
2.4 Section 5(e) is hereby added to the September 22, 2000 Agreement to read as follows:
"(e) The Guarantor may, at its option, direct the Administrative Agent to apply the cash collateral provided by CDOC in respect of the Specified D&O Facilities as follows: (i) to the payment of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers; (ii) to the payment under the Existing Guaranty or the New Conseco Guaranty of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers or (iii) to the Guarantor's purchase of Borrowers' loans, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor, provided that the Guarantor may only purchase an individual Borrower's loans if the Guarantor simultaneously purchases all loans under the D&O Facilities of such Borrower. To the extent the Guarantor purchases an individual Borrower's loans pursuant to clause (iii) of the
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preceding sentence, each Bank hereby consents to the Administrative Agent (in its sole discretion) entering into an amendment of the Credit Agreement with such Borrower subsequent to the Effective Date which (x) amends the definition of "Eligible Assignee" in the New Loan Documents to include the Guarantor and (y) provides for any other amendments of any other provisions of the New Loan Documents necessary to provide that the purchase of such Borrower's loans may be non-pro-rata as to the assigning Bank and the other underlying Borrowers."
2.5 Section 5(f) is hereby added to the September 22, 2000 Agreement to read as follows:
"(c) If for any reason the Guarantor believes that any payment made by it pursuant to Section 5(e) of this Agreement in respect of the Existing Loans would not be subject to subrogation rights under Section 2.6 of the Existing Guaranty, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent economic rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all of the Existing Loans of a particular Borrower, the Banks will assign their rights in respect of said Existing Loans to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."
Section 3. AMENDMENTS TO CASH COLLATERAL AGREEMENT. The following sentence shall be added at the end of Section 4.5 of the Cash Collateral Agreement: "The Grantor shall have the right to make withdrawals to the extent such withdrawals are simultaneously applied as set forth in Section 5(e) of the Agreements Re: Specified D&O Facilities."
Section 4. RESERVED.
Section 5. AMENDMENT TO CIHC GUARANTY. Section 5.14 of the CIHC Guaranty is hereby deleted.
Section 6. CONSENT.
6.1 The parties hereto consent to the amendment of the Appendix as attached hereto as Exhibit A (the "Appendix Amendment"). The parties hereto further agree that all references in the September 22, 2000 Agreement and the Conseco Guaranty to the Appendix shall mean the Appendix as so amended by the Appendix Amendment (the "Appendix").
6.2 Conseco may, at its option, make payments or purchases under the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix or the related Conseco guaranty), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers.
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Section 7. FEES.
7.1 Conseco hereby agrees that, upon the effectiveness of this Agreement pursuant to the provisions of Section 8 hereof, Conseco shall be obligated to pay, and shall pay, to the Administrative Agent, for the pro rata benefit of the Banks, the following fees (the "Fees"):
(a) On the Effective Date, an agreement fee (the "Agreement Fee") in immediately available funds equal 0.50% of the principal amount of the Loans outstanding on such date, net of a proportionate share (which share shall equal the share of the Loans payable to such Bank divided by the outstanding Loans under all the Specified D&O Facilities) of the cash collateral then on deposit securing Conseco's obligations relating to the Credit Agreement; provided that the Agreement Fee shall only be payable to those Banks that execute and deliver this Agreement by March 20, 2002; and
(b) From and after the Effective Date and until all Loans are paid in full, a continuing per annum fee equal to 0.75% of all Loans then outstanding, payable quarterly in arrears, quarterly on the last Business Day of each calendar quarter, with payment commencing on March 31, 2002.
7.2 Conseco's obligation to pay each of the Fees shall be irrevocable, unconditional, and absolute and, consistent therewith, shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions. Such fees shall be in addition to any fees provided for under the September 22, 2000 Agreement or the Credit Agreement.
Section 8. CONDITIONS PRECEDENT. This Agreement shall become effective on such date (the "Effective Date") when each of the conditions precedent set forth in this Section 8 shall have been satisfied, and notice thereof shall have been given by the Administrative Agent to Conseco and the Banks.
8.1 Receipt of Documents. The Administrative Agent shall have received all of the following documents duly executed, dated the date hereof or such other date as shall be acceptable to the Administrative Agent, and in form and substance satisfactory to the Administrative Agent:
(a) This Agreement, duly executed by Conseco, CDOC, CIHC, the Administrative Agent and the Required Banks;
(b) A certificate of the Secretary or Assistant Secretary of Conseco (i) certifying the names and true signatures of the officers of Conseco authorized to execute, deliver and performance, as applicable, this Agreement, and all other documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of Conseco authorizing the transactions contemplated hereby;
(c) A certificate of the Secretary or Assistant Secretary of CIHC
(i) certifying the names and true signatures of the officers of CIHC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CIHC authorizing the transactions contemplated hereby;
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(d) A certificate of the Secretary or Assistant Secretary of CDOC
(i) certifying the names and true signatures of the officers of CDOC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CDOC authorizing the transactions contemplated hereby;
(e) The Reaffirmation of (i) the Conseco Guaranty, (ii) the CIHC Guaranty and (iii) the Amended and Restated Cash Collateral Agreement, in the form of Exhibit B attached hereto;
(f) The opinion of David K. Herzog, counsel of Conseco and CIHC, substantially in the form of Exhibit C, and addressing such other legal matters as the Administrative Agent may reasonably require;
(g) The opinion of Weil, Gotshal & Manges LLP, outside counsel to Conseco and CIHC, substantially in the form of Exhibit D, and addressing such other legal matters as the Administrative Agent may reasonably require;
(h) Duly authorized, executed and delivered copies of (i) the First Stage Amendment and Agreement Re: 1997 D&O Loans, dated as of March 20, 2002, (ii) the First Stage Amendment and Agreement Re: 1998 D&O Loans, dated as of March 20, 2002, and (iii) the First Stage Amendment and Agreement Re: 1999 D&O Loans, dated as of March 20, 2002, substantially in the form hereof;
(i) A duly authorized, executed and delivered copy of Third Amendment to Five-Year Credit Agreement, dated as of March 20, 2002, among Conseco, the various financial institutions party thereto, and Bank of America, N.A. as agent thereunder; and
(j) Receipt by the Administrative Agent of a letter to the Banks evidencing Conseco's understanding if scheduled payments are not made on or before the date that such scheduled payments become due and payable in respect of all Trust Preferred Securities, a downgrade from
A.M. Best A- Status would occur.
8.2 Additional Conditions. The effectiveness of this Agreement and the consent of the Banks are subject to the following further conditions precedent:
(a) With respect to Conseco, no Default exists and no Event of Default will exist after giving effect to this Agreement;
(b) The representations and warranties of Conseco contained in Article III of the Conseco Guaranty, are true and correct in all material respects with the same effect as though made on the Effective Date, except, to the extent that any such representations and warranties relate expressly to an earlier date, such representations and warranties shall have been true and correct in all material respects as of such earlier date;
(c) No Material Litigation exists other than the litigation described in Schedule I attached hereto;
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(d) No Material Adverse Change has occurred with respect to Conseco or CIHC since September 30, 2001 (except for changes in or adverse effects upon, the business, properties, condition (financial or otherwise) of Conseco and CIHC as disclosed in press releases, public filings or otherwise in writing to the Administrative Agent);
(e) Conseco shall have paid all accrued and unpaid fees, costs, expenses and other disbursements to date, including attorneys' fees and costs, including those to be incurred in connection, negotiation, and execution of this Agreement. Conseco shall remain liable and shall promptly reimburse the Administrative Agent for such future fees, costs expenses and other disbursements as provided for in the existing Loan Documents;
(f) The Banks, with the approval of Conseco, shall have hired Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, and the Administrative Agent shall be satisfied as to the duration and scope of such review; and
(g) The Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the related offering memorandum) shall be on terms and conditions satisfactory to the Administrative Agent.
Section 9. MISCELLANEOUS.
9.1 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such provision and such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions of this Agreement or affecting the validity or enforceability of such provision in any other jurisdiction.
9.2 Headings. The various headings of this Agreement are inserted for convenience only and shall not affect the meaning or interpretation of this Agreement or any provisions hereof.
9.3 Execution in Counterparts. This Agreement may be executed by the parties hereto in several counterparts, each of which shall be deemed to be an original and all of which shall constitute together but one and the same agreement.
9.4 Governing Law. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
9.5 Successors and Assigns. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective successors and assigns.
[signatures follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly authorized as of the day and year first above written.
CONSECO, INC.

By: /s/ James S. Adams
   ----------------------------------
Name:  James S. Adams
Title: Senior Vice President, Chief
       Accounting Officer and Treasurer

CIHC, INCORPORATED

By: /s/ William T. Devanney, Jr.
   ----------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President, Corporate Taxes

CDOC, INC.

By: /s/ William T. Devanney, Jr.
   ----------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President, Corporate Taxes

BANK OF AMERICA, N.A., as Administrative Agent, as a Bank, as Collateral Agent and as Depositary Bank

By: /s/ Bridget Garavalia
   ----------------------------------
Name:  Bridget Garavalia
Title: Managing Director

JPMORGAN CHASE BANK

By: /s/ Helen L. Newcomb
   ----------------------------------
Name:  Helen L. Newcomb
Title: Vice President

DEUTSCHE BANK AG, New York and/or Cayman Island Branches

By: /s/ Robert M. Wood, Jr.
   ----------------------------------
Name:  Robert M. Wood, Jr.
Title: Director



By: /s/ Mark B. Cohen
   ----------------------------------
Name:  Mark B. Cohen
Title: Managing Director

THE BANK OF NEW YORK

By: /s/ Stephen C. Brennan
   ----------------------------------
Name:  Stephen C. Brennan
Title: Vice President

Schedule I
Material Litigation
Litigation described in Form 10-Q of Conseco, Inc. for the quarterly period ended September 30, 2001.
Donald J. Trump v. Conseco, Inc., et al.
Exhibit A
Appendix Amendment
AMENDMENT, dated as of March 20, 2002 (this "Amendment"), to the Conseco, Inc. Appendix, dated as of September 22, 2000 (the "Appendix").
1. Definitions. Unless otherwise defined herein, terms defined in the Appendix and used herein shall have the meanings given to them in the Appendix.
Amendment to Section 1.01. Section 1.01 is hereby amended as follows:
(i) (a) by deleting in its entirety the definition of "Cash on Hand Target".
(b) by amending the definition of "Conseco Adjusted Earnings" as follows:
(i) by deleting the term "non-cash" each time it appears in clauses (f) and (g) thereof;
(ii) by deleting the phrase "(provided that the after tax amounts described in clauses (f) and (g) shall not exceed in the aggregate $500,000,000 for any Calculation Period ending on or before September 30, 2001, and $50,000,000 for any Calculation Period ending thereafter)" where it appears after clause (g) thereof and inserting in lieu thereof the following:
"(provided that the after tax amounts described in clauses (f) and (g) shall not exceed (i) more than $500,000,000 in the aggregate accrued or incurred during Fiscal Year 2002 (provided that no more than $50,000,000 (accrued or incurred during Fiscal Year 2002) of such expenses, losses or other charges in the aggregate may be in cash), and (ii) more than $50,000,000 in the aggregate accrued or incurred for any Fiscal Year thereafter)"; and
(iii) by inserting the following sentence at the end thereof:
"Notwithstanding the foregoing, Conseco Adjusted Earnings shall exclude any income or gain, or expense, loss or charge, (x) associated with Conseco's ownership of AT&T Wireless Stock, (y) resulting from any impairment of the D&O Facilities or (z) set forth on Annex II attached hereto, provided that the amounts set forth for the fiscal periods on such Annex may be excluded in the applicable Calculation Period prior to the date of the Amendment as well as any Calculation Period after the date of the Amendment that includes such fiscal period(s)."
(c) by amending the definition of "Conseco Finance Tangible Net Worth" by deleting the text of clause (b) where it occurs in the definition thereof and inserting in lieu thereof the following:
"(b) any charges specified in clause (f) or (g) of the definition of Conseco Adjusted Earnings; provided that such charges shall not be permitted to exceed $150,000,000 on an after tax basis in the aggregate and no more than $15,000,000 of such $150,000,000 of charges on an after-tax basis may be in cash"
(d) by amending the definition of "Interest Coverage Ratio" by inserting the following sentence at the end thereof:
"For purposes of determining the Interest Coverage Ratio, the term "Conseco Available Cash Flow" shall exclude the amount of (i) Net Proceeds received by Conseco in connection with any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building less (ii) the statutory carrying value of Conseco and its Subsidiaries in respect of the General Motors Building (the amount of clause (i) less the amount of clause (ii), the "GM Gain"); provided, that in connection with determining the Interest Coverage Ratio for purposes of compliance with any conditions precedent to an extension of the maturity date of the $1.5 Billion Facility or any of the D&O Facilities, only the first $250,000,000 of any such GM Gain may be included in such determination."
(e) by amending the definition of "Relevant CIHC Guaranty" by deleting the second sentence thereof.
(f) by deleting in its entirety the definition of "$144 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$144 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and JPMorgan Chase Bank as administrative agent (relating to all of the then-existing loans under the $144 Million D&O Facility).
(g) by deleting in its entirety the definition of "$181 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$181 Million D&O Credit Agreement" means collectively (i) the Credit Agreement, dated as of August 21, 1998, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent, as amended, supplemented or otherwise modified or refinanced, and (ii) the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, (relating to certain but not all of the then-existing loans under the $181 Million D&O Facility) pursuant to which Bank of America, N.A. is the administrative agent.
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(h) by deleting in its entirety the definition of "$245 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$245 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent (relating to all of the then-existing loans under the $245 Million D&O Facility).
(i) by adding thereto the following new definitions in the appropriate alphabetical order:
"Amendment" means this Amendment, dated as of March 20, 2002, in respect of the Appendix.
"Amendment Effective Date" means the "Effective Date" as defined in the Amendment.
"AT&T Wireless Stock" means 10,319,050 shares of AT&T Wireless Services, Inc. common stock par value $.01 per share.
"Exchange Offer" means the exchange offer pursuant to the Offering Memorandum dated as of March 18, 2002, pursuant to which Conseco offered to exchange Specified Existing Public Debt for New Exchange Offer Public Debt in accordance with the terms of such Offering Memorandum, any exchange offer in connection with the registration of the New Exchange Offer Public Debt with the Securities and Exchange Commission and any exchange offer on terms substantially similar to the foregoing exchange offers.
"General Motors Building" means the building located at 767 5th Avenue, New York, NY 10153.
"New Exchange Offer Public Debt" means the senior notes issued pursuant to an Exchange Offer in exchange for Specified Existing Public Debt or other New Exchange Offer Public Debt.
"Specified Existing Public Debt" means collectively Conseco's 8.5% Senior Notes due October 15, 2002, 6.4% Senior Notes due February 10, 2003, 8.75% Senior Notes due February 9, 2004, 6.8% Senior Notes due June 15, 2005, 9% Senior Notes due October 15, 2006 and 10.75% Senior Notes due June 15, 2008.
"Trigger Date" means (i) in the case of the sale of Sufficient Assets, the Reduction Date and (ii) in the case of any other Approved Strategic Alternative, the date such Approved Strategic Alternative is approved by the Required Banks.
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2. Amendment to Section 1.03. Section 1.03 of the Appendix is hereby amended by inserting at the end thereof a new Section 1.03(c):
"(c) For purposes of calculating any financial covenants or related definitions hereunder, any charges taken to writeoff goodwill to the extent required by the Financial Accounting Standards Board of the American Institute of Certified Public Accountants Statement No. 142 shall be excluded."
(a) Amendment to Section 2.01. (a) Section 2.01(a) of the Appendix is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted.]"
(b) Section 2.01(b) of the Appendix is hereby amended by deleting such
Section 2.01(b) in its entirety and substituting in lieu thereof the following:
"(b) On the Amendment Effective Date and thereafter, within three Business Days after Conseco or any of its Subsidiaries receives any Available Net Proceeds, such Available Net Proceeds shall be applied as follows: first, the first $352,000,000 shall be retained by Conseco; second, the next $313,000,000 shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilties (in the manner contemplated by Section 2.02(c)); third, following the application of $313,000,000 pursuant to clause second above and thereafter until the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to this clause, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); fourth, after the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to clause third above, 25% per transaction of any Available Net Proceeds shall be retained by Conseco and 75% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); and fifth, after March 31, 2004, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); provided that in the event that the Relevant Banks under the D&O Facilities agree to grant Conseco an option to extend the date by which Conseco is required to pay, purchase or cash collateralize in full the D&O Facilities or the related Conseco Guaranty from December 31, 2003 until March 31, 2005, the application of Available Net Proceeds pursuant to this Section 2.01(b) to the $1.5 Billion Facility and the D&O Facilities shall be as follows: (i) in clause second above, after $50,000,000 of Available Net Proceeds have been applied to the Specified D&O Facilities, the remainder shall be applied pro rata to the $1.5 Billion Facility and the D&O Facilities (in the manner contemplated by Section 2.02(c)); and (ii) in clauses third, fourth and fifth above, the references to the Specified D&O
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Facilities shall be deemed to be references to the D&O Facilities. Any Available Net Cash Proceeds referred to in this paragraph as being available for retention by Conseco (A) must, if received by a Subsidiary, be distributed to Conseco for such purpose if such distribution is not prohibited by law, rule or regulation or the Lehman Agreement and (B) may be used by Conseco for any purpose permitted by this Appendix.
(c) Section 2.01(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) [Intentionally Omitted]."
(d) Amendment to Section 2.02. (a) Section 2.02(a) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted]."
(e) Section 2.02(b) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(b) [Intentionally Omitted]."
(f) Section 2.02(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) Any application of Available Net Proceeds allocated to the $1.5 Billion Facility and the Specified D&O Facilities or the D&O Facilities, as applicable, pursuant to Section 2.01(b) (and any application of Net Proceeds pursuant to clause (a)(ii) of the definition of "Exempt Waterfall Amounts") shall be allocated ratably to each such Facility based on the aggregate Exposure then outstanding under such Facilities, and ratably to the Exposure of each Bank under each such Facility. The Available Net Proceeds so allocated to each Specified D&O Facility and D&O Facility, as applicable, at the discretion of Conseco, shall be either (i) deposited in a cash collateral account pursuant to the applicable Cash Collateral Agreement or (ii) applied to purchase or repay "Loans" made to the individual borrowers pursuant to the applicable Specified D&O Facility or D&O Facility, as applicable or (iii) applied to pay the related Conseco Guaranty."
(g) Amendment to Article III. Article III of the Appendix is hereby amended by adding at the end thereof the following new Sections 3.12 and 3.13:
"3.12. Hiring of Ernst & Young. Conseco hereby agrees to (i) the hiring by the Banks of Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, the duration and scope of such review to be at the direction and under the control of Conseco and the Agents (and Conseco agrees to use reasonable best efforts to facilitate such review) and (ii) paying all fees, costs and expenses incurred from time to time in connection with such review promptly upon receipt of an invoice for such services.
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3.13. A.M. Best Rating Reduction Remedy. If on any date (the "Reduction Date") the rating from A.M. Best Company is reduced to less than B+ on Bankers Life and Casualty Company, Conseco Annuity Assurance Company, Conseco Health Insurance Company, Conseco Life Insurance Company or Conseco Senior Health Insurance Company, Conseco shall be obligated to retain an investment banker of national recognition (the "Investment Banker") reasonably satisfactory to the Agents to explore strategic alternatives ("Strategic Alternatives") to repaying in full in cash all Obligations under the $1.5 Billion Facility and each of the D&O Facilities (or, in the case of the D&O Facilities, cash collateralize such Facilities), which Strategic Alternatives shall include either (i) the sale of one or more of its Subsidiaries ("Sufficient Assets") the value of which will be sufficient to repay in full in cash all such Obligations,
(ii) such other Strategic Alternative(s) approved by the Required Banks or (iii) both the sale of Sufficient Assets and one or more other Strategic Alternatives approved by the Required Banks (clauses (i), (ii) or (iii), individually, an "Approved Strategic Alternative"). At any time, the Required Banks may amend, supplement or otherwise modify the requirements of this Section 3.13, including amending the terms and/or conditions of an Approved Strategic Alternative, releasing Conseco from its obligations to proceed with the sale of Sufficient Assets or otherwise. Conseco and its Subsidiaries shall diligently pursue and take material steps toward achieving each Approved Strategic Alternative, including, to the extent applicable, the preparation and distribution of offering materials with respect to each Approved Strategic Alternative, facilitating advisors of Conseco in making contact with potential purchasers or other relevant parties in their due diligence processes, using reasonable best efforts to prepare, negotiate and execute transaction documents with respect thereto and consummate such transactions.
Conseco shall provide the Agents with bi-weekly written reports (in form and scope acceptable to the Agents), describing the status of its progress in pursuing, and actions it has taken and is planning on taking toward achieving each Approved Strategic Alternative. Without limiting the generality of Conseco's obligations set forth above, Conseco shall have:
(A) Engaged the Investment Banker to explore Strategic Alternatives no later than 30 days after the Reduction Date;
(B) Distributed offering materials, and provided copies thereof to the Agents, with respect to any Approved Strategic Alternative, no later than 90 days after the Trigger Date;
(C) Used reasonable best efforts to receive written expressions of interest, and provided copies thereof to the Agents, with respect to each Approved Strategic Alternative, no later than 120 days after the Trigger Date;
(D) Used reasonable best efforts to sign the appropriate transaction documents with respect to any Approved Strategic Alternative no later than 180 days after the Trigger Date, unless the Required Banks have agreed to extend such date; and
(E) Used reasonable best efforts to consummate any Approved Strategic Alternative no later than 270 days after the Trigger Date, unless the Required Banks have agreed to extend such date."
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(h) Amendment to Section 4.01. Section 4.01 of the Appendix is hereby amended by (i) deleting from Section 4.01(l) the word "and" where it appears at the end of such Section 4.01, (ii) replacing in Section 4.01(m) the "." where it appears at the end of such Section with a "; and" and (iii) adding at the end thereof the following new subsection 4.01(n):
"(n) subordinated Contingent Obligations of CIHC in respect of the New Exchange Offer Public Debt (the "Subordinated CIHC Guaranty"), provided that (i) such Subordinated CIHC Guaranty shall contain terms and conditions and shall be subordinated to any and all Obligations under the $1.5 Billion Facility and each of the D&O Facilities, in each case on terms and conditions satisfactory to the Agents and (ii) the Exchange Offer and the disclosures made in connection therewith
(including, without limitation, pursuant to the Offering Memorandum)
shall be on terms and conditions satisfactory to the Agents.
3. Amendment to Section 4.08. Section 4.08(c) of the Appendix is hereby amended by replacing the number "$100,000,000" where it appears in Sections 4.08(c)(i) and 4.08(c)(ii) thereof with the number "$50,000,000".
4. Amendment to Section 4.14. Section 4.14 of the Appendix is hereby amended by deleting the table contained therein in its entirety and inserting in lieu thereof the following table:

"Fiscal Quarter
Ending                                     Ratio
------                                     -----

December 31, 2001                           1.20 to 1.0
March 31, 2002                              1.25 to 1.0
June 30, 2002                               1.25 to 1.0
September 30, 2002                          1.10 to 1.0
December 31, 2002                           1.10 to 1.0
March 31, 2003                              1.30 to 1.0
June 30, 2003                               1.75 to 1.0
September 30, 2003                          1.90 to 1.0
December 31, 2003                           2.15 to 1.0
March 31, 2004                              2.25 to 1.0
June 30, 2004                               2.50 to 1.0
September 30, 2004                          2.50 to 1.0
December 31, 2004 and thereafter            2.50 to 1.0"

5. Amendment to Section 4.15. Section 4.15 of the Appendix is hereby amended by (i) deleting the parenthetical contained therein and (ii) deleting the table contained therein in its entirety and inserting in lieu thereof the following table:
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"Fiscal Quarter
Ending                                     Amount
------                                     ------
December 31, 2001                          $1,600,000,000
March 31, 2002                             $1,200,000,000
June 30, 2002                              $1,200,000,000
September 30, 2002                         $1,200,000,000
December 31, 2002                          $1,300,000,000
March 31, 2003                             $1,300,000,000
June 30, 2003                              $1,350,000,000
September 30, 2003                         $1,400,000,000
December 31, 2003                          $1,400,000,000
March 31, 2004                             $1,500,000,000
June 30, 2004                              $1,500,000,000
September 30, 2004                         $1,700,000,000
December 31, 2004 and thereafter           $1,700,000,000"

6. Amendment to Section 4.16. Section 4.16 of the Appendix is hereby amended by deleting such Section in its entirety and inserting in lieu thereof the following:
"4.16. Conseco Finance Tangible Net Worth. Conseco shall not permit Conseco Finance Tangible Net Worth as at the end of any Fiscal Quarter set forth below to be less than the relevant amount set forth below:

Fiscal Quarter
Ending                                     Amount
------                                     ------

December 31, 2001                          $1,200,000,000
March 31, 2002                             $1,200,000,000
June 30, 2002                              $1,200,000,000
September 30, 2002                         $1,200,000,000
December 31, 2002                          $1,200,000,000
March 31, 2003                             $1,200,000,000
June 30, 2003                              $1,200,000,000
September 30, 2003                         $1,200,000,000
December 31, 2003                          $1,300,000,000
March 31, 2004                             $1,300,000,000
June 30, 2004                              $1,300,000,000
September 30, 2004                         $1,300,000,000
December 31, 2004                          $1,300,000,000
March 31, 2005 and thereafter              $1,600,000,000"

7. Amendment to Section 4.17. Section 4.17 is hereby amended by replacing the percentage "200%" where it appears therein with the percentage "250%".
8. Amendment to Section 5.01. Section 5.01(c) is hereby amended by deleting the reference therein to "3.03(a), 4.01" and substituting in lieu thereof a reference to "3.03(a), 3.12(i), 3.13(A), (B) or (E), 4.01".
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ANNEX II
Consolidated Adjusted Earnings
Excluded Transactions
Conseco, Inc.
Analysis of Special Charges
Four Quarters Ended December 31,
2001

                                         1Q01            2Q01           3Q01            4Q01            2001
                                    --------------------------------------------------------------------------------
Employment-Related                    (600,000)       4,968,600      4,745,126       2,350,000       11,463,726

Exit Costs/Restructuring            20,709,158        1,047,338        791,676       3,441,534       25,989,706

Advisory Fees                           86,275        2,044,264      1,512,020         144,034        3,786,593

Legal Fees                           4,382,435        3,100,000           -         26,748,986       34,231,421

Loss on Disposition of Asset         8,624,576        2,400,000           -               -          11,024,576

Outsourcing                               -           2,454,000      4,372,000       3,798,000       10,624,000

Miscellaneous                          401,045          178,636        124,516      (2,539,550)      (1,835,353)

Amort. of deferred sales                  -                -         3,176,576            -           3,176,576

Valuation Adjustments                6,000,000             -              -         (2,500,000)       3,500,000
                                    --------------------------------------------------------------------------------

                                    39,603,490       16,192,838     14,721,914      31,443,004      101,961,246


Less Cash Special Charges               46,475       (6,467,182)    (5,852,042)           -         (12,272,749)

Cap on Special Charge Basket              -                -              -        (12,115,401)     (12,115,401)
                                    --------------------------------------------------------------------------------

Sub-total-Accrued Special Charges   39,649,965        9,725,656      8,869,872      19,327,603       77,573,096

Income Taxes on Accrued Special
Charges                            (14,300,000)      (3,403,980)    (3,104,455)     (6,764,661)     (27,573,096)
                                    --------------------------------------------------------------------------------

Total Conseco, Inc. and
Subsidiaries Special Charges After
Tax                                 25,349,965        6,321,676      5,765,417      12,562,942       50,000,000
                                    ================================================================================
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Exhibit B
Form of Reaffirmation
March ___, 2002
Bank of America, N.A., as Administrative Agent 231 South LaSalle Street
Chicago, Illinois 60697
Attention: ________________
Re: First Stage Amendment and Agreement, dated March 20, 2002 (the "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), the financial institutions party thereto (collectively, the "Banks"), and Bank of America, N.A., as Administrative Agent (the "Administrative Agent")
Ladies and Gentlemen:
Reference is made to the Agreement. Capitalized terms used herein, unless otherwise defined herein, shall have the meaning assigned thereto in the Agreement.
This letter is intended to constitute the reaffirmation (this "Reaffirmation") of specified documents referenced in the Agreement, and, as such, is being delivered to satisfy the condition of Section 8.1(e) of the Agreement, which requires a reaffirmation of the agreements listed on Schedule I hereto (the "Reaffirmed Agreements") as a condition to the effectiveness of the Agreement. This letter is for the benefit of the Administrative Agent and the Banks.
Each of the parties hereto hereby reaffirm the Reaffirmed Agreements to which it is a party in each and every respect, including, without limitation, the validity of any and all of its obligations under each of the Reaffirmed Agreements including, without limitation, regardless of:
(a) any defense any borrower has, may have, or may otherwise assert with respect to his, her, or its liability for any loans or otherwise with respect to any other obligation any such borrower may have under the Credit Agreement, dated as of August 21, 1998, among the persons listed on the signature pages thereto, as Borrowers, the Banks and the Administrative Agent (the "Credit Agreement"), or any Loan Document relating thereto, including, without limitation, any defense asserted or that might be asserted by any such borrower as arising from:
(i) the execution, delivery and performance or non-performance by any party under of the September 22, 2000 Agreement,
(ii) the execution, delivery, and performance or non-performance by any party under the Credit Agreement,
(iii) the execution, delivery or non-performance by any party under any other Loan Document and/or
(iv) any aspect of the Plan, and/or
(b) any past, present, or future exercise or non-exercise by the Administrative Agent of any right, power and/or remedy against any borrower under the Credit Agreement (and/ or his, her, or its property), any Cash Collateral Deposits (as such term is defined in the September 22, 2000 Agreement), or CIHC (and/or its property).
Furthermore, each of the parties hereto hereby (a) confirms that it has requested the Administrative Agent and the Banks to enter into the Agreement and (b) acknowledges that the Administrative Agent and the Banks would not enter into the Agreement in the absence of its reaffirmation of the Reaffirmed Agreements and that the Administrative Agent and the Banks are thus relying upon such reaffirmation.
Each of the undersigned represents and warrants that he or she has been properly authorized to execute and deliver this Reaffirmation on behalf of Conseco, CIHC or CDOC, as applicable.
Finally, each of the undersigned acknowledge that each of the Administrative Agent, the Banks, and their respective successors and assigns shall be entitled to rely upon this Reaffirmation and that this Reaffirmation is governed by Illinois law.
[signatures follow]
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Very truly yours,
CONSECO, INC.

By: /s/ James S. Adams
   ------------------------------------
Name:  James S. Adams
Title: Senior Vice President, Chief
       Accounting Officer and Treasurer

CIHC, INCORPORATED

By: /s/ William T. Devanney, Jr.
   ------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President,
       Corporate Taxes

CDOC, INC.

By: /s/ William T. Devanney, Jr.
   ------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President,
       Corporate Taxes
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Schedule I
1. Guaranty, dated August 21, 1998, between Conseco, Inc. as Guarantor and Bank of America, National Association as Administrative Agent
2. Guaranty and Subordination Agreement, dated as of September 22, 2000, made by CIHC, Incorporated, as Guarantor and Subordinated Borrower, Conseco Inc. as Obligor and Subordinated Lender, in favor of Bank of America, National Association as Administrative Agent
3. Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000, among CDOC, Inc, Bank of America , National Association as Collateral Agent and Bank of America, National Association as Depositary Bank
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Exhibit 10.8.32
FIRST STAGE AMENDMENT AND AGREEMENT
Re: 1997 D&O Loans
THIS FIRST STAGE AMENDMENT AND AGREEMENT, dated as of March 20, 2002
(this "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), Bank of America, N.A., as administrative agent (in such capacity, the "Administrative Agent"), as Collateral Agent (in such capacity, the "Collateral Agent") and as Depositary Bank (in such capacity, the "Depositary Bank"), the various financial institutions parties hereto (each a "Bank" and collectively, the "Banks").
W I T N E S S E T H:
WHEREAS, Conseco, the Banks and the Administrative Agent are parties to that certain Agreement, dated as of September 22, 2000, relating to the 1997 Director and Officer Loan Credit Agreement (the "September 22, 2000 Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the September 22, 2000 Agreement as more fully described herein;
WHEREAS, CDOC, the Collateral Agent and the Depositary Bank are parties to that certain Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000 (the "Cash Collateral Agreement");
WHEREAS, CDOC has requested that the Administrative Agent and the Banks amend the Cash Collateral Agreement as more fully described herein;
WHEREAS, Conseco, pursuant to a Guaranty, dated as of November 22, 2000 (the "Conseco Guaranty") has guaranteed the obligations of the borrowers under the Credit Agreement, dated as of November 22, 2000, among the persons listed on the signature pages thereto as Borrowers, the Banks, and the Administrative Agent, relating to the refinancing of certain loans under that certain Amended and Restated Credit Agreement, dated as of August 26, 1997 (the "Credit Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the Conseco Guaranty as more fully described herein;
WHEREAS, CIHC, pursuant to a Guaranty and Subordination Agreement, dated as of November 22, 2000 (the "CIHC Guaranty"), has, among other things, guaranteed the obligations Conseco under the Conseco Guaranty;
WHEREAS, CIHC has requested that the Administrative Agent and the Banks amend the CIHC Guaranty as more fully described herein;
WHEREAS, Articles II, III and IV to the Appendix to that certain Five-Year Credit Agreement, dated as of September 25, 1998, as amended (the "Five-Year Credit Agreement"), were incorporated by reference into the September 22, 2000 Agreement and Articles II, III and IV were incorporated by reference into the Conseco Guaranty;
WHEREAS, the parties to the Five-Year Credit Agreement now wish to amend the Appendix and the parties hereto wish to consent to the amendment of the Appendix; and
WHEREAS, Conseco will agree to pay certain fees as more fully described below;
NOW, THEREFORE, in consideration of the mutual promises herein contained and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
Section 1. DEFINITIONS. Capitalized terms used and not otherwise defined in this Agreement shall have the meanings assigned thereto in the Credit Agreement. As used herein, the following terms shall have the following meanings:
"A.M. Best A- Status" shall have the meaning set forth in Section 1.01 of the Appendix.
"Agreement Fee" shall have the meaning set forth in Section 7.1(a) hereof.
"Appendix" shall have the meaning set forth in Section 6.1 hereof.
"Appendix Amendment" shall have the meaning set forth in Section 6.1 hereof.
"D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Effective Date" shall have the meaning set forth in Section 8 hereof.
"Exchange Offer" shall have the meaning set forth in Section 1.01 of the Appendix.
"Fees" shall have the meaning set forth in Section 7.1 hereof.
"Specified D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Trust Preferred Securities" shall have the meaning set forth in
Section 1.01 of the Appendix.
Section 2. AMENDMENTS TO SEPTEMBER 22, 2000 AGREEMENT.
2.1 Section 1.1 of the September 22, 2000 Agreement is hereby amended as follows:
(a) The definition of "CDOC" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"CDOC" shall mean CDOC, Inc., a Delaware corporation.
(b) The definition of "Required Banks" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
2
"Required Banks" shall have (a) with respect to the Loans, the meaning assigned thereto in the Loan Documents and (b) with respect to the New Loans, the meaning assigned thereto in the New Loan Documents.
2.2 The following sentence is hereby added to the end of Section 5(a) of the September 22, 2000 Agreement to read as follows: "For purposes of this
Section 5(a), in making any calculation to determine Cash Collateral Deposits required to be made or held, such required amounts will be reduced by the amount of any application of cash collateral under Section 5(e) hereof."
2.3 Section 5(e) is hereby added to the September 22, 2000 Agreement to read as follows:
"(e) The Guarantor may, at its option, direct the Administrative Agent to apply the cash collateral provided by CDOC in respect of the Specified D&O Facilities as follows: (i) to the payment of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers; (ii) to the payment under the New Conseco Guaranty of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers or (iii) to the Guarantor's purchase of Borrowers' loans, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor, provided that the Guarantor may only purchase an individual Borrower's loans if the Guarantor simultaneously purchases all loans under the D&O Facilities of such Borrower. To the extent the Guarantor purchases an individual Borrower's loans pursuant to clause (iii) of the preceding sentence, each Bank hereby consents to the Administrative Agent (in its sole discretion) entering into an amendment of the Credit Agreement with such Borrower subsequent to the Effective Date which (x) amends the definition of "Eligible Assignee" in the New Loan Documents to include the Guarantor and (y) provides for any other amendments of any other provisions of the New Loan Documents necessary to provide that the purchase of such Borrower's loans may be non-pro-rata as to the assigning Bank and the other underlying Borrowers."
Section 3. AMENDMENTS TO CASH COLLATERAL AGREEMENT. The following sentence shall be added at the end of Section 4.5 of the Cash Collateral Agreement: "The Grantor shall have the right to make withdrawals to the extent such withdrawals are simultaneously applied as set forth in Section 5(e) of the Agreements Re: Specified D&O Facilities."
Section 4. AMENDMENTS TO CONSECO GUARANTY.
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4.1 Section 2.6 of the Conseco Guaranty is hereby amended by the addition of the following at the end of such section:
"If for any reason the Guarantor believes that any payment made by it of the Guaranteed Obligations would not be subject to subrogation rights under this Section 2.6, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all the Guaranteed Obligations of a participant Borrower, the Banks will assign their rights in respect of said Guaranteed Obligations to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."
4.2 Section 3.4 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 3.4. Margin Regulations.
(a) None of the transactions contemplated hereunder or in connection herewith will in any way violate, contravene or conflict with any of the provisions of Regulation U;
(b) None of the obligations of any Borrower to Guarantor is or will be directly or indirectly secured by "margin stock" (as defined in Regulation U) unless the Guarantor complies with the provisions of Regulation U in connection therewith;
(c) Neither Guarantor nor any third party acting on behalf of Guarantor has taken or will take possession of any Borrower's "margin stock" to secure, directly or indirectly, any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty unless Guarantor complies with the provisions of Regulation U in connection therewith;
(d) Guarantor does not and will not have any right to prohibit any Borrower from selling, pledging, encumbering or otherwise disposing of any margin stock owned by such Borrower so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding unless Guarantor complies with the provisions of Regulation U in connection therewith;
(e) None of the Borrowers have granted or will grant Guarantor or any third party acting on behalf of Guarantor the right to accelerate repayment of any of the Guaranteed Obligations of such Borrower if any of the margin stock owned by such Borrower is sold by such Borrower or otherwise unless Guarantor complies with the provisions of Regulation U in connection therewith; and
(f) There is no agreement or other arrangement between any Borrower and Guarantor or any third party acting on behalf of
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Guarantor (and no such agreement or arrangement shall be entered into so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding) under which the margin stock of such Borrower would be made more readily available as security to Guarantor than to other creditors of such Borrower unless Guarantor complies with the provisions of Regulation U in connection therewith."
4.3 Section 4.3 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 4.3. Limitation on Additional Purpose Credit. Notwithstanding any other provision of this Guaranty, the Credit Agreement or the Revolving Credit Agreement to the contrary, Guarantor will not, and will not permit any of its Wholly-Owned Subsidiaries and/or Significant Subsidiaries to incur or assume any Indebtedness which constitutes "purpose credit" secured "directly or indirectly" (as defined in Regulation U) by Margin Stock unless Guarantor complies with the provisions of Regulation U."
Section 5. AMENDMENT TO CIHC GUARANTY. Section 5.14 of the CIHC Guaranty is hereby deleted.
Section 6. CONSENT.
6.1 The parties hereto consent to the amendment of the Appendix as attached hereto as Exhibit A (the "Appendix Amendment"). The parties hereto further agree that all references in the September 22, 2000 Agreement and the Conseco Guaranty to the Appendix shall mean the Appendix as so amended by the Appendix Amendment (the "Appendix").
6.2 Conseco may, at its option, make payments or purchases under the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix or the related Conseco guaranty), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers.
Section 7. FEES.
7.1 Conseco hereby agrees that, upon the effectiveness of this Agreement pursuant to the provisions of Section 8 hereof, Conseco shall be obligated to pay, and shall pay, to the Administrative Agent, for the pro rata benefit of the Banks, the following fees (the "Fees"):
(a) On the Effective Date, an agreement fee (the "Agreement Fee") in immediately available funds equal 0.50% of the principal amount of the Loans outstanding on such date, net of a proportionate share (which share shall equal the share of the Loans payable to such Bank divided by the outstanding Loans under all the Specified D&O Facilities) of the cash collateral then on deposit securing Conseco's obligations relating to the Credit Agreement; provided that the Agreement Fee shall only be payable to those Banks that execute and deliver this Agreement by March 20, 2002; and
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(b) From and after the Effective Date and until all Loans are paid in full, a continuing per annum fee equal to 0.75% of all Loans then outstanding, payable quarterly in arrears, quarterly on the last Business Day of each calendar quarter, with payment commencing on March 31, 2002.
7.2 Conseco's obligation to pay each of the Fees shall be irrevocable, unconditional, and absolute and, consistent therewith, shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions. Such fees shall be in addition to any fees provided for under the September 22, 2000 Agreement or the Credit Agreement.
Section 8. CONDITIONS PRECEDENT. This Agreement shall become effective on such date (the "Effective Date") when each of the conditions precedent set forth in this Section 8 shall have been satisfied, and notice thereof shall have been given by the Administrative Agent to Conseco and the Banks.
8.1 Receipt of Documents. The Administrative Agent shall have received all of the following documents duly executed, dated the date hereof or such other date as shall be acceptable to the Administrative Agent, and in form and substance satisfactory to the Administrative Agent:
(a) This Agreement, duly executed by Conseco, CDOC, CIHC, the Administrative Agent and the Required Banks;
(b) A certificate of the Secretary or Assistant Secretary of Conseco (i) certifying the names and true signatures of the officers of Conseco authorized to execute, deliver and performance, as applicable, this Agreement, and all other documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of Conseco authorizing the transactions contemplated hereby;
(c) A certificate of the Secretary or Assistant Secretary of CIHC (i) certifying the names and true signatures of the officers of CIHC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and
(ii) attaching copies of the resolutions of the board of directors of CIHC authorizing the transactions contemplated hereby;
(d) A certificate of the Secretary or Assistant Secretary of CDOC (i) certifying the names and true signatures of the officers of CDOC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and
(ii) attaching copies of the resolutions of the board of directors of CDOC authorizing the transactions contemplated hereby;
(e) The Reaffirmation of (i) the Conseco Guaranty, (ii) the CIHC Guaranty and (iii) the Amended and Restated Cash Collateral Agreement, in the form of Exhibit B attached hereto;
(f) The opinion of David K. Herzog, counsel of Conseco and CIHC, substantially in the form of Exhibit C, and addressing such other legal matters as the Administrative Agent may reasonably require;
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(g) The opinion of Weil, Gotshal & Manges LLP, outside counsel to Conseco and CIHC, substantially in the form of Exhibit D, and addressing such other legal matters as the Administrative Agent may reasonably require;
(h) Duly authorized, executed and delivered copies of (i) the First Stage Amendment and Agreement Re: Non-Refinanced 1998 D&O Loans, dated as of March 20, 2002, (ii) the First Stage Amendment and Agreement Re: 1998 D&O Loans, dated as of March 20, 2002, and (iii) the First Stage Amendment and Agreement Re: 1999 D&O Loans, dated as of March 20, 2002, substantially in the form hereof;
(i) A duly authorized, executed and delivered copy of Third Amendment to Five-Year Credit Agreement, dated as of March 20, 2002, among Conseco, the various financial institutions party thereto, and Bank of America, N.A. as agent thereunder; and
(j) Receipt by the Administrative Agent of a letter to the Banks evidencing Conseco's understanding if scheduled payments are not made on or before the date that such scheduled payments become due and payable in respect of all Trust Preferred Securities, a downgrade from A.M. Best A- Status would occur.
8.2 Additional Conditions. The effectiveness of this Agreement and the consent of the Banks are subject to the following further conditions precedent:
(a) With respect to Conseco, no Default exists and no Event of Default will exist after giving effect to this Agreement;
(b) The representations and warranties of Conseco contained in Article III of the Conseco Guaranty, are true and correct in all material respects with the same effect as though made on the Effective Date, except, to the extent that any such representations and warranties relate expressly to an earlier date, such representations and warranties shall have been true and correct in all material respects as of such earlier date;
(c) No Material Litigation exists other than the litigation described in Schedule I attached hereto;
(d) No Material Adverse Change has occurred with respect to Conseco or CIHC since September 30, 2001 (except for changes in or adverse effects upon, the business, properties, condition (financial or otherwise) of Conseco and CIHC as disclosed in press releases, public filings or otherwise in writing to the Administrative Agent);
(e) Conseco shall have paid all accrued and unpaid fees, costs, expenses and other disbursements to date, including attorneys' fees and costs, including those to be incurred in connection, negotiation, and execution of this Agreement. Conseco shall remain liable and shall promptly reimburse the Administrative Agent for such future fees, costs expenses and other disbursements as provided for in the existing Loan Documents;
(f) The Banks, with the approval of Conseco, shall have hired Ernst & Young LLP as a financial advisor to review the
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financial condition and performance of Conseco and its Subsidiaries, and the Administrative Agent shall be satisfied as to the duration and scope of such review; and
(g) The Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the related offering memorandum) shall be on terms and conditions satisfactory to the Administrative Agent.
Section 9. MISCELLANEOUS.
9.1 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such provision and such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions of this Agreement or affecting the validity or enforceability of such provision in any other jurisdiction.
9.2 Headings. The various headings of this Agreement are inserted for convenience only and shall not affect the meaning or interpretation of this Agreement or any provisions hereof.
9.3 Execution in Counterparts. This Agreement may be executed by the parties hereto in several counterparts, each of which shall be deemed to be an original and all of which shall constitute together but one and the same agreement.
9.4 Governing Law. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
9.5 Successors and Assigns. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective successors and assigns.
[signatures follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly authorized as of the day and year first above written.
CONSECO, INC.

By:/s/James S. Adams
   ------------------------------------
Name:  James S. Adams
Title: Senior Vice President,
       Chief Accounting Officer
       and Treasurer

CIHC, INCORPORATED

By:/s/William T. Devanney, Jr.
   ------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President,
       Corporate Taxes

CDOC, INC.

By:/s/William T. Devanney, Jr.
   ------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President,
       Corporate Taxes

BANK OF AMERICA, N.A., as
 Administrative Agent, as a Bank, as
Collateral Agent and as Depositary Bank

By:/s/Bridget Garavalia
   ------------------------------------
Name: Bridget Garavalia
Title: Managing Director

DEUTSCHE BANK AG, New York and/or Cayman Island Branches

By:/s/Robert M. Wood, Jr.
   ------------------------------------
Name:  Robert M. Wood, Jr.
Title: Director



By:/s/Mark B. Cohen
---------------------------------------
Name:  Mark B. Cohen
Title: Managing Director

FIRST UNION NATIONAL BANK

By:/s/Thomas L. Stitchberry
   ------------------------------------
Name: Thomas L. Stitchberry
Title: Senior Vice President

FLEET NATIONAL BANK

By:/s/Donald R. Nicholson
---------------------------------------
Name: Donald R. Nicholson
Title: Senior Vice President

SUN TRUST BANK
By:

Name:

Title:
GENERAL ELECTRIC CAPITAL CORPORATION

 By:/s/W. Jerome McDermott
    ------------------------------------
 Name: W. Jerome McDermott
Title: Duly Authorized Signatory

Schedule I
Material Litigation
Litigation described in Form 10-Q of Conseco, Inc. for the quarterly period ended September 30, 2001.
Donald J. Trump v. Conseco, Inc., et al.
Exhibit A
Appendix Amendment
AMENDMENT, dated as of March 20, 2002 (this "Amendment"), to the Conseco, Inc. Appendix, dated as of September 22, 2000 (the "Appendix").
1. Definitions. Unless otherwise defined herein, terms defined in the Appendix and used herein shall have the meanings given to them in the Appendix.
Amendment to Section 1.01. Section 1.01 is hereby amended as follows:
(i) (a) by deleting in its entirety the definition of "Cash on Hand Target".
(b) by amending the definition of "Conseco Adjusted Earnings" as follows:
(i) by deleting the term "non-cash" each time it appears in clauses (f) and (g) thereof;
(ii) by deleting the phrase "(provided that the after tax amounts described in clauses (f) and (g) shall not exceed in the aggregate $500,000,000 for any Calculation Period ending on or before September 30, 2001, and $50,000,000 for any Calculation Period ending thereafter)" where it appears after clause (g) thereof and inserting in lieu thereof the following:
"(provided that the after tax amounts described in clauses (f) and (g) shall not exceed (i) more than $500,000,000 in the aggregate accrued or incurred during Fiscal Year 2002 (provided that no more than $50,000,000 (accrued or incurred during Fiscal Year 2002) of such expenses, losses or other charges in the aggregate may be in cash), and (ii) more than $50,000,000 in the aggregate accrued or incurred for any Fiscal Year thereafter)"; and
(iii) by inserting the following sentence at the end thereof:
"Notwithstanding the foregoing, Conseco Adjusted Earnings shall exclude any income or gain, or expense, loss or charge, (x) associated with Conseco's ownership of AT&T Wireless Stock, (y) resulting from any impairment of the D&O Facilities or (z) set forth on Annex II attached hereto, provided that the amounts set forth for the fiscal periods on such Annex may be excluded in the applicable Calculation Period prior to the date of the Amendment as well as any Calculation Period after the date of the Amendment that includes such fiscal period(s)."
(c) by amending the definition of "Conseco Finance Tangible Net Worth" by deleting the text of clause (b) where it occurs in the definition thereof and inserting in lieu thereof the following:
"(b) any charges specified in clause (f) or (g) of the definition of Conseco Adjusted Earnings; provided that such charges shall not be permitted to exceed $150,000,000 on an after tax basis in the aggregate and no more than $15,000,000 of such $150,000,000 of charges on an after-tax basis may be in cash"
(d) by amending the definition of "Interest Coverage Ratio" by inserting the following sentence at the end thereof:
"For purposes of determining the Interest Coverage Ratio, the term "Conseco Available Cash Flow" shall exclude the amount of
(i) Net Proceeds received by Conseco in connection with any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building less (ii) the statutory carrying value of Conseco and its Subsidiaries in respect of the General Motors Building (the amount of clause (i) less the amount of clause (ii), the "GM Gain"); provided, that in connection with determining the Interest Coverage Ratio for purposes of compliance with any conditions precedent to an extension of the maturity date of the $1.5 Billion Facility or any of the D&O Facilities, only the first $250,000,000 of any such GM Gain may be included in such determination."
(e) by amending the definition of "Relevant CIHC Guaranty" by deleting the second sentence thereof.
(f) by deleting in its entirety the definition of "$144 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$144 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and JPMorgan Chase Bank as administrative agent (relating to all of the then-existing loans under the $144 Million D&O Facility).
(g) by deleting in its entirety the definition of "$181 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$181 Million D&O Credit Agreement" means collectively (i) the Credit Agreement, dated as of August 21, 1998, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent, as amended, supplemented or otherwise modified or refinanced, and (ii) the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, (relating to certain but not all of the then-existing loans under the $181 Million D&O Facility) pursuant to which Bank of America, N.A. is the administrative agent.
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(h) by deleting in its entirety the definition of "$245 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$245 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent (relating to all of the then-existing loans under the $245 Million D&O Facility).
(i) by adding thereto the following new definitions in the appropriate alphabetical order:
"Amendment" means this Amendment, dated as of March 20, 2002, in respect of the Appendix.
"Amendment Effective Date" means the "Effective Date" as defined in the Amendment.
"AT&T Wireless Stock" means 10,319,050 shares of AT&T Wireless Services, Inc. common stock par value $.01 per share.
"Exchange Offer" means the exchange offer pursuant to the Offering Memorandum dated as of March 18, 2002, pursuant to which Conseco offered to exchange Specified Existing Public Debt for New Exchange Offer Public Debt in accordance with the terms of such Offering Memorandum, any exchange offer in connection with the registration of the New Exchange Offer Public Debt with the Securities and Exchange Commission and any exchange offer on terms substantially similar to the foregoing exchange offers.
"General Motors Building" means the building located at 767 5th Avenue, New York, NY 10153.
"New Exchange Offer Public Debt" means the senior notes issued pursuant to an Exchange Offer in exchange for Specified Existing Public Debt or other New Exchange Offer Public Debt.
"Specified Existing Public Debt" means collectively Conseco's 8.5% Senior Notes due October 15, 2002, 6.4% Senior Notes due February 10, 2003, 8.75% Senior Notes due February 9, 2004, 6.8% Senior Notes due June 15, 2005, 9% Senior Notes due October 15, 2006 and 10.75% Senior Notes due June 15, 2008.
"Trigger Date" means (i) in the case of the sale of Sufficient Assets, the Reduction Date and (ii) in the case of any other Approved Strategic Alternative, the date such Approved Strategic Alternative is approved by the Required Banks.
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2. Amendment to Section 1.03. Section 1.03 of the Appendix is hereby amended by inserting at the end thereof a new Section 1.03(c):
"(c) For purposes of calculating any financial covenants or related definitions hereunder, any charges taken to writeoff goodwill to the extent required by the Financial Accounting Standards Board of the American Institute of Certified Public Accountants Statement No. 142 shall be excluded."
(a) Amendment to Section 2.01. (a) Section 2.01(a) of the Appendix is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted.]"
(b) Section 2.01(b) of the Appendix is hereby amended by deleting such Section 2.01(b) in its entirety and substituting in lieu thereof the following:
"(b) On the Amendment Effective Date and thereafter, within three Business Days after Conseco or any of its Subsidiaries receives any Available Net Proceeds, such Available Net Proceeds shall be applied as follows: first, the first $352,000,000 shall be retained by Conseco; second, the next $313,000,000 shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilties (in the manner contemplated by Section 2.02(c)); third, following the application of $313,000,000 pursuant to clause second above and thereafter until the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to this clause, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); fourth, after the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to clause third above, 25% per transaction of any Available Net Proceeds shall be retained by Conseco and 75% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); and fifth, after March 31, 2004, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); provided that in the event that the Relevant Banks under the D&O Facilities agree to grant Conseco an option to extend the date by which Conseco is required to pay, purchase or cash collateralize in full the D&O Facilities or the related Conseco Guaranty from December 31, 2003 until March 31, 2005, the application of Available Net Proceeds pursuant to this Section 2.01(b) to the $1.5 Billion Facility and the D&O Facilities shall be as follows: (i) in clause second above, after $50,000,000 of Available Net Proceeds have been applied to the Specified D&O Facilities, the remainder shall be applied pro rata to the $1.5 Billion Facility and the D&O Facilities (in the manner contemplated by Section 2.02(c)); and (ii) in clauses third, fourth and fifth above, the references to the Specified D&O Facilities shall be deemed to be references to the D&O
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Facilities. Any Available Net Cash Proceeds referred to in this paragraph as being available for retention by Conseco (A) must, if received by a Subsidiary, be distributed to Conseco for such purpose if such distribution is not prohibited by law, rule or regulation or the Lehman Agreement and (B) may be used by Conseco for any purpose permitted by this Appendix.
(c) Section 2.01(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) [Intentionally Omitted]."
(d) Amendment to Section 2.02. (a) Section 2.02(a) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted]."
(e) Section 2.02(b) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(b) [Intentionally Omitted]."
(f) Section 2.02(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) Any application of Available Net Proceeds allocated to the $1.5 Billion Facility and the Specified D&O Facilities or the D&O Facilities, as applicable, pursuant to Section 2.01(b) (and any application of Net Proceeds pursuant to clause (a)(ii) of the definition of "Exempt Waterfall Amounts") shall be allocated ratably to each such Facility based on the aggregate Exposure then outstanding under such Facilities, and ratably to the Exposure of each Bank under each such Facility. The Available Net Proceeds so allocated to each Specified D&O Facility and D&O Facility, as applicable, at the discretion of Conseco, shall be either (i) deposited in a cash collateral account pursuant to the applicable Cash Collateral Agreement or (ii) applied to purchase or repay "Loans" made to the individual borrowers pursuant to the applicable Specified D&O Facility or D&O Facility, as applicable or (iii) applied to pay the related Conseco Guaranty."
(g) Amendment to Article III. Article III of the Appendix is hereby amended by adding at the end thereof the following new Sections 3.12 and 3.13:
"3.12. Hiring of Ernst & Young. Conseco hereby agrees to (i) the hiring by the Banks of Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, the duration and scope of such review to be at the direction and under the control of Conseco and the Agents (and Conseco agrees to use reasonable best efforts to facilitate such review) and (ii) paying all fees, costs and expenses incurred from time to time in connection with such review promptly upon receipt of an invoice for such services.
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3.13. A.M. Best Rating Reduction Remedy. If on any date (the "Reduction Date") the rating from A.M. Best Company is reduced to less than B+ on Bankers Life and Casualty Company, Conseco Annuity Assurance Company, Conseco Health Insurance Company, Conseco Life Insurance Company or Conseco Senior Health Insurance Company, Conseco shall be obligated to retain an investment banker of national recognition (the "Investment Banker") reasonably satisfactory to the Agents to explore strategic alternatives ("Strategic Alternatives") to repaying in full in cash all Obligations under the $1.5 Billion Facility and each of the D&O Facilities (or, in the case of the D&O Facilities, cash collateralize such Facilities), which Strategic Alternatives shall include either (i) the sale of one or more of its Subsidiaries ("Sufficient Assets") the value of which will be sufficient to repay in full in cash all such Obligations,
(ii) such other Strategic Alternative(s) approved by the Required Banks or (iii) both the sale of Sufficient Assets and one or more other Strategic Alternatives approved by the Required Banks (clauses (i), (ii) or (iii), individually, an "Approved Strategic Alternative"). At any time, the Required Banks may amend, supplement or otherwise modify the requirements of this Section 3.13, including amending the terms and/or conditions of an Approved Strategic Alternative, releasing Conseco from its obligations to proceed with the sale of Sufficient Assets or otherwise. Conseco and its Subsidiaries shall diligently pursue and take material steps toward achieving each Approved Strategic Alternative, including, to the extent applicable, the preparation and distribution of offering materials with respect to each Approved Strategic Alternative, facilitating advisors of Conseco in making contact with potential purchasers or other relevant parties in their due diligence processes, using reasonable best efforts to prepare, negotiate and execute transaction documents with respect thereto and consummate such transactions.
Conseco shall provide the Agents with bi-weekly written reports (in form and scope acceptable to the Agents), describing the status of its progress in pursuing, and actions it has taken and is planning on taking toward achieving each Approved Strategic Alternative. Without limiting the generality of Conseco's obligations set forth above, Conseco shall have:
(A) Engaged the Investment Banker to explore Strategic Alternatives no later than 30 days after the Reduction Date;
(B) Distributed offering materials, and provided copies thereof to the Agents, with respect to any Approved Strategic Alternative, no later than 90 days after the Trigger Date;
(C) Used reasonable best efforts to receive written expressions of interest, and provided copies thereof to the Agents, with respect to each Approved Strategic Alternative, no later than 120 days after the Trigger Date;
(D) Used reasonable best efforts to sign the appropriate transaction documents with respect to any Approved Strategic Alternative no later than 180 days after the Trigger Date, unless the Required Banks have agreed to extend such date; and
(E) Used reasonable best efforts to consummate any Approved Strategic Alternative no later than 270 days after the Trigger Date, unless the Required Banks have agreed to extend such date."
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(h) Amendment to Section 4.01. Section 4.01 of the Appendix is hereby amended by (i) deleting from Section 4.01(l) the word "and" where it appears at the end of such Section 4.01, (ii) replacing in Section 4.01(m) the "." where it appears at the end of such Section with a "; and" and (iii) adding at the end thereof the following new subsection 4.01(n):
"(n) subordinated Contingent Obligations of CIHC in respect of the New Exchange Offer Public Debt (the "Subordinated CIHC Guaranty"), provided that (i) such Subordinated CIHC Guaranty shall contain terms and conditions and shall be subordinated to any and all Obligations under the $1.5 Billion Facility and each of the D&O Facilities, in each case on terms and conditions satisfactory to the Agents and (ii) the Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the Offering Memorandum) shall be on terms and conditions satisfactory to the Agents.
3. Amendment to Section 4.08. Section 4.08(c) of the Appendix is hereby amended by replacing the number "$100,000,000" where it appears in Sections 4.08(c)(i) and 4.08(c)(ii) thereof with the number "$50,000,000".
4. Amendment to Section 4.14. Section 4.14 of the Appendix is hereby amended by deleting the table contained therein in its entirety and inserting in lieu thereof the following table:

"Fiscal Quarter
Ending                                      Ratio
------                                      -----

December 31, 2001                           1.20 to 1.0
March 31, 2002                              1.25 to 1.0
June 30, 2002                               1.25 to 1.0
September 30, 2002                          1.10 to 1.0
December 31, 2002                           1.10 to 1.0
March 31, 2003                              1.30 to 1.0
June 30, 2003                               1.75 to 1.0
September 30, 2003                          1.90 to 1.0
December 31, 2003                           2.15 to 1.0
March 31, 2004                              2.25 to 1.0
June 30, 2004                               2.50 to 1.0
September 30, 2004                          2.50 to 1.0
December 31, 2004 and thereafter            2.50 to 1.0"

5. Amendment to Section 4.15. Section 4.15 of the Appendix is hereby amended by (i) deleting the parenthetical contained therein and (ii) deleting the table contained therein in its entirety and inserting in lieu thereof the following table:
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"Fiscal Quarter
Ending                                      Amount
------                                      ------

December 31, 2001                           $1,600,000,000
March 31, 2002                              $1,200,000,000
June 30, 2002                               $1,200,000,000
September 30, 2002                          $1,200,000,000
December 31, 2002                           $1,300,000,000
March 31, 2003                              $1,300,000,000
June 30, 2003                               $1,350,000,000
September 30, 2003                          $1,400,000,000
December 31, 2003                           $1,400,000,000
March 31, 2004                              $1,500,000,000
June 30, 2004                               $1,500,000,000
September 30, 2004                          $1,700,000,000
December 31, 2004 and thereafter            $1,700,000,000"

6. Amendment to Section 4.16. Section 4.16 of the Appendix is hereby amended by deleting such Section in its entirety and inserting in lieu thereof the following:
"4.16. Conseco Finance Tangible Net Worth. Conseco shall not permit Conseco Finance Tangible Net Worth as at the end of any Fiscal Quarter set forth below to be less than the relevant amount set forth below:

Fiscal Quarter
Ending                             Amount
------                             ------

December 31, 2001                  $1,200,000,000
March 31, 2002                     $1,200,000,000
June 30, 2002                      $1,200,000,000
September 30, 2002                 $1,200,000,000
December 31, 2002                  $1,200,000,000
March 31, 2003                     $1,200,000,000
June 30, 2003                      $1,200,000,000
September 30, 2003                 $1,200,000,000
December 31, 2003                  $1,300,000,000
March 31, 2004                     $1,300,000,000
June 30, 2004                      $1,300,000,000
September 30, 2004                 $1,300,000,000
December 31, 2004                  $1,300,000,000
March 31, 2005 and thereafter      $1,600,000,000"

7. Amendment to Section 4.17. Section 4.17 is hereby amended by replacing the percentage "200%" where it appears therein with the percentage "250%".
8. Amendment to Section 5.01. Section 5.01(c) is hereby amended by deleting the reference therein to "3.03(a), 4.01" and substituting in lieu thereof a reference to "3.03(a), 3.12(i), 3.13(A), (B) or (E), 4.01".
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Consolidated Adjusted Earnings
Excluded Transactions
Conseco, Inc.
Analysis of Special Charges
Four Quarters Ended December 31,
2001

                                          1Q01           2Q01            3Q01            4Q01            2001
                                    --------------------------------------------------------------------------------


Employment-Related                     (600,000)     4,968,600      4,745,126       2,350,000       11,463,726
Exit Costs/Restructuring             20,709,158      1,047,338        791,676       3,441,534       25,989,706
Advisory Fees                            86,275      2,044,264      1,512,020         144,034        3,786,593
Legal Fees                            4,382,435      3,100,000            -        26,748,986       34,231,421
Loss on Disposition of Asset          8,624,576      2,400,000            -               -         11,024,576
Outsourcing                                 -        2,454,000      4,372,000       3,798,000       10,624,000
Miscellaneous                           401,045        178,636        124,516      (2,539,550)      (1,835,353)
Amort. of deferred sales                    -              -        3,176,576             -          3,176,576
Valuation Adjustments                 6,000,000            -              -        (2,500,000)       3,500,000
                                    --------------------------------------------------------------------------------
                                    39,603,490      16,192,838     14,721,914      31,443,004      101,961,246

Less Cash Special Charges               46,475      (6,467,182)    (5,852,042)            -        (12,272,749)
Cap on Special Charge Basket               -               -              -       (12,115,401)     (12,115,401)
                                    --------------------------------------------------------------------------------

Sub-total - Accrued Special Charges 39,649,965       9,725,656      8,869,872      19,327,603       77,573,096

Income Taxes on Accrued Special
Charges                            (14,300,000)     (3,403,980)    (3,104,455)     (6,764,661)     (27,573,096)
                                   --------------------------------------------------------------------------------

Total Conseco, Inc. and
Subsidiaries Special Charges After
Tax                                 25,349,965      6,321,676       5,765,417       12,562,942      50,000,000
                                    ================================================================================
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Exhibit B
Form of Reaffirmation
March ___, 2002
Bank of America, N.A., as Administrative Agent 231 South LaSalle Street
Chicago, Illinois 60697
Attention: ________________
Re: First Stage Amendment and Agreement, dated March 20, 2002 (the "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc., ("CDOC"), CIHC, Incorporated ("CIHC"), the financial institutions party thereto (collectively, the "Banks"), and Bank of America, N.A., as Administrative Agent (the "Administrative Agent")
Ladies and Gentlemen:
Reference is made to the Agreement. Capitalized terms used herein, unless otherwise defined herein, shall have the meaning assigned thereto in the Agreement.
This letter is intended to constitute the reaffirmation (this "Reaffirmation") of specified documents referenced in the Agreement, and, as such, is being delivered to satisfy the condition of Section 8.1(e) of the Agreement, which requires a reaffirmation of the agreements listed on Schedule I hereto (the "Reaffirmed Agreements") as a condition to the effectiveness of the Agreement. This letter is for the benefit of the Administrative Agent and the Banks.
Each of the parties hereto hereby reaffirm the Reaffirmed Agreements to which it is a party in each and every respect, including, without limitation, the validity of any and all of its obligations under each of the Reaffirmed Agreements including, without limitation, regardless of:
(a) any defense any borrower has, may have, or may otherwise assert with respect to his, her, or its liability for any loans or otherwise with respect to any other obligation any such borrower may have under the Credit Agreement (relating to refinancing of certain loans under that certain Credit Agreement, dated as of August 26, 1997), as amended, dated as of November 22, 2000, among the persons listed on the signature pages thereto, as Borrowers, the Banks and the Administrative Agent (the "Credit Agreement"), or any Loan Document relating thereto, including, without limitation, any defense asserted or that might be asserted by any such borrower as arising from:
(i) the execution, delivery and performance or non-performance by any party under of the September 22, 2000 Agreement,
(ii) the execution, delivery, and performance or non-performance by any party under the Credit Agreement,
(iii) the execution, delivery or non-performance by any party under any other Loan Document and/or
(iv) any aspect of the Plan, and/or
(b) any past, present, or future exercise or non-exercise by the Administrative Agent of any right, power and/or remedy against any borrower under the Credit Agreement (and/ or his, her, or its property), any Cash Collateral Deposits (as such term is defined in the September 22, 2000 Agreement), or CIHC (and/or its property).
Furthermore, each of the parties hereto hereby (a) confirms that it has requested the Administrative Agent and the Banks to enter into the Agreement and (b) acknowledges that the Administrative Agent and the Banks would not enter into the Agreement in the absence of its reaffirmation of the Reaffirmed Agreements and that the Administrative Agent and the Banks are thus relying upon such reaffirmation.
Each of the undersigned represents and warrants that he or she has been properly authorized to execute and deliver this Reaffirmation on behalf of Conseco, CIHC or CDOC, as applicable.
Finally, each of the undersigned acknowledge that each of the Administrative Agent, the Banks, and their respective successors and assigns shall be entitled to rely upon this Reaffirmation and that this Reaffirmation is governed by Illinois law.
[signatures follow]
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Very truly yours,
CONSECO, INC.
By:

Name:
Title:
CIHC, INCORPORATED
By:

Name:
Title:
CDOC, INC.
By:

Name:
Title:
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Schedule I
1. Guaranty, dated November 22, 2000, between Conseco, Inc. as Guarantor and Bank of America, National Association as Administrative Agent
2. Guaranty and Subordination Agreement, dated as of November 22, 2000, made by CIHC, Incorporated, as Guarantor and Subordinated Borrower, Conseco Inc. as Obligor and Subordinated Lender, in favor of Bank of America, National Association as Administrative Agent
3. Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000, among CDOC, Inc, Bank of America , National Association as Collateral Agent and Bank of America, National Association as Depositary Bank
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Exhibit 10.8.33
CASH COLLATERAL PLEDGE AGREEMENT
among
CDOC, INC.,
JPMORGAN CHASE BANK,
as Collateral Agent
and
JPMORGAN CHASE BANK,
as Depositary Bank
Dated as of March 20, 2002
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CASH COLLATERAL PLEDGE AGREEMENT
CASH COLLATERAL PLEDGE AGREEMENT, dated as of March__, 2002, among CDOC, INC., a Delaware corporation (the "Grantor"), JP MORGAN CHASE BANK, ("Chase"), as Collateral Agent (in such capacity, the "Collateral Agent") for the Secured Parties (as defined below) and JP MORGAN CHASE BANK, as Depositary Bank (in such capacity, the "Depositary Bank").
W I T N E S S E T H:
WHEREAS, pursuant to that certain Credit Agreement, dated as of November 22, 2000, (as amended, supplemented or otherwise modified from time to time, the "Credit Agreement") among certain borrowers (the "Borrowers"), the other financial institutions parties thereto (the "Banks"), and JP Morgan Chase Bank (formerly known as The Chase Manhattan Bank), as Administrative Agent (in such capacity, the "Administrative Agent"), the Administrative Agent and the Banks made loans to the Borrowers to refinance loans under that certain Termination and Replacement Agreement, dated as of May 30, 2000;
WHEREAS, the obligations of the Borrowers under the Credit Agreement and the Loan Documents, as defined therein, are guaranteed by Conseco, Inc. (the "Guarantor") pursuant to a Guaranty dated November 22, 2000 (the "Guaranty");
WHEREAS, the Guarantor has agreed pursuant to a Consent and Agreement dated March 20, 2002 to deliver this Agreement to the Guarantor;
WHEREAS, the Grantor has derived substantial direct and indirect benefits from the Credit Agreement;
NOW, THEREFORE, in consideration of the premises and to induce the Banks to enter into the Amendment, the Grantor, the Collateral Agent and the Depositary Bank hereby agree as follows:
SECTION 1. DEFINED TERMS
1.1 Definitions. (a) Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement.
(a) The following terms shall have the following meanings:
"Account Agreement" shall have the meaning set forth in Section 2.1.
"Administrative Agent" shall have the meaning set forth in the first Recital.
"Agreement" shall mean this Cash Collateral Pledge Agreement, as the same may be amended, supplemented or otherwise modified from time to time.
"Banks" shall have the meaning set forth in the first recital.
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"Borrowers" shall have the meaning set forth in the first Recital.
"Cash Collateral Account" shall have the meaning set forth in
Section 2.1 hereof.
"Cash Equivalents": (i) marketable direct obligations issued by, or unconditionally guaranteed by, the United States Government or issued by any agency thereof and backed by the full faith and credit of the United States, in each case maturing within one year from the date of acquisition; (ii) commercial paper of a bank or other financial institution rated at least AA- by Standard & Poor's Ratings Services ("S&P") or P-1 by Moody's Investors Service, Inc. ("Moody's"), or carrying an equivalent rating by a nationally recognized rating agency, if both of the two named rating agencies cease publishing ratings of commercial paper issuers generally, and maturing within six months from the date of acquisition; and (iii) securities with maturities of one year or less from the date of acquisition issued by a foreign or domestic bank or other financial institution and rated at least AA- by S&P or P-1 by Moody's.
"Chase" shall have the meaning as set forth in the preamble.
"Collateral" shall have the meaning as set forth in Section 2.2.
"Collateral Agent" shall have the meaning set forth in the Preamble.
"Collateral Agent Fees" shall have the meaning set forth in
Section 6.1.
"Credit Agreement" shall have the meaning set forth in the first Recital.
"Depositary Bank" shall have the meaning set forth in the Preamble.
"Grantor" shall have the meaning set forth in the preamble.
"Guarantor" shall have the meaning set forth in the second Recital.
"Guaranty" shall have the meaning set forth in the second Recital.
"Loans" shall have the meaning specified in the Credit Agreement.
"Obligations" shall mean all obligations and liabilities of whatever nature or type of Conseco that may arise under or in connection with the Guaranty, or any other agreement to which Conseco is a party relating in any manner to the Loans, in each case whether on account of guarantee obligations, fees, indemnities, costs, expenses or otherwise (including, without limitation, all reasonable fees and disbursements of counsel to the Collateral Agent, the Administrative Agent that are required to be paid pursuant to the terms of this Agreement or any other agreement).
"Proceeds" shall mean all "proceeds" as such term is defined in
Section 9-306(1) of the UCC and, in any event, shall include, without limitation, all dividends or other income from the Investment Property, collections thereon or distributions or payments with respect thereto.
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"Securities Act" shall mean the Securities Act of 1933, as amended.
"Secured Obligations" shall mean the collective reference to (a) the Obligations, and (b) the Collateral Agent Fees.
"Secured Parties": the collective reference to (a) the Administrative Agent, (b) the Banks and (c) the Collateral Agent.
"Subrogation Rights" shall have the meaning set forth in Section 11.4.
"UCC" shall mean the Uniform Commercial Code as from time to time in effect in the State of New York.
1.2 Other Definitional Provisions. (a) The words "hereof," "herein", "hereto" and "hereunder" and words of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement, and Section and Schedule references are to this Agreement unless otherwise specified.
(b) The meanings given to terms defined herein shall be equally applicable to both the singular and plural forms of such terms.
(c) Where the context requires, terms relating to the Collateral or any part thereof, when used in relation to a Grantor, shall refer to such Grantor's Collateral or the relevant part thereof.
SECTION 2. ESTABLISHMENT OF CASH COLLATERAL ACCOUNT;
DEFINITION OF "COLLATERAL"
2.1 Cash Collateral Account. The Grantor has agreed to enter into an account agreement (the "Account Agreement") with the Depositary Bank and Grantor may in the future deposit cash collateral in immediately available funds into an investment account maintained by Chase pursuant to the Account Agreement (hereinafter the "Cash Collateral Account") in the name of the Collateral Agent. The Cash Collateral Account shall be subject to the exclusive dominion and control of the Collateral Agent. The Grantor, the Depository Bank and the Collateral Agent agree that the Cash Collateral Account is a securities account under Article 8 of the UCC and all assets held in the account shall be treated as financial assets under Article 8 of the UCC. Depositary Bank agrees that it shall at all times be a "securities intermediary" within the meaning of
Section 8-102 of the UCC.
2.2 Definition of Collateral. The "Collateral" shall be all funds, items, instruments, investments, securities, and other things of value at any time deposited with or held by (whether for collection, provisionally or otherwise), the Depositary Bank (solely in its capacity as Depositary Bank), the Collateral Agent (solely in its capacity as Collateral Agent), or any agent, bailee or custodian therefor, in each case, for deposit in the Cash Collateral Account, all Cash Equivalents referred to in Section 5 hereof, and all Proceeds of any and all of the
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foregoing, including, without limitation, any of the foregoing from time to time paid to, deposited in, credited to or held in the Cash Collateral Account.
2.3 The Account. The parties hereby agree and represent that (a) the Cash Collateral Account will be established in the name of Collateral Agent as recited above, (b) the Cash Collateral Account does not hold any financial assets which are registered in the name of Grantor, payable to its order or specially endorsed to it, which have not been endorsed to the Collateral Agent or in blank, (c) the security entitlements arising out of the financial assets carried in the Cash Collateral Account and any free credit balance are valid and legally binding obligations of the Depository Bank, and (d) except for the claims and interests of Grantor and the Collateral Agent in the Cash Collateral Account, the Collateral Agent does not know of any claim to or interest in the Cash Collateral Account or in any financial asset carried therein.
SECTION 3. GRANT OF SECURITY INTEREST BY GRANTOR
3.1 Grant. Grantor hereby assigns and transfers to the Collateral Agent, and hereby grants to the Collateral Agent, for the benefit of the Secured Parties, a security interest in, the Collateral and in the Cash Collateral Account, as collateral security for the Secured Obligations, including for the prompt and complete payment and performance when due (whether at the stated maturity, by acceleration or otherwise, but in all instances subject to the provisions of the Credit Agreement) of the Secured Obligations.
3.2 Intercreditor Relationship Regarding Collateral. The Collateral shall be held for the ratable benefit of the Secured Parties.
3.3 Continuing Security Interest. This Pledge Agreement shall create a continuing security interest in the Collateral and shall: (a) remain in full force and effect until the payment in full of all Secured Obligations, (b) be binding upon Grantor and its successors, transferees, and assigns, and (c) inure, together with the rights and benefits of the Collateral Agent hereunder, to the benefit of each of the Secured Parties.
SECTION 4. WITHDRAWALS BY GRANTOR
Pending payment in full of the Secured Obligations, the Grantor shall not have any right to withdraw or otherwise have access to any Cash Collateral deposited in the Collateral Account except to the extent that the Grantor delivers to the Collateral Agent a certificate in a form reasonably satisfactory to the Collateral Agent: (i) stating the amount of the withdrawal, and (ii) authorizing the application of such Cash Collateral to the Loans or the Guaranty as specifically described in said certificate.
SECTION 5. INVESTMENTS
5.1 Investments; Losses. The Cash Collateral Account shall be invested pursuant to the Account Agreement, but only in investments of Cash Equivalents in which the Collateral Agent has a perfected security interest as Grantor may from time to time direct. All investments shall be made in the name of the Collateral Agent. All income from such
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investments shall be retained in the Cash Collateral Account, and be maintained and applied in the same manner as other balances. All such investments shall be at risk of Grantor and the Collateral Agent shall not be liable to any person or entity with respect to any loss with respect to such investments in the absence of its gross negligence or willful misconduct. All income from investments in the Cash Collateral Account shall be taxable to Grantor, and the Collateral Agent shall prepare and distribute to Grantor, as required, Form 1099 or other appropriate federal and state income tax forms with respect to such income. Grantor shall pay when due all such taxes on such income.
5.2 No Obligation to Make or Track Investments Based on Collateral Allocation. Consistent with the foregoing, the Collateral Agent shall have no obligation to make, track, or otherwise account for investment gains or losses with respect to the Collateral based upon the intercreditor relationship and agreement set forth in Section 3.2 hereof.
SECTION 6. COMPENSATION/EXPENSES/INDEMNITY
6.1 Compensation/Expenses. The Grantor hereby agrees to pay to the Depositary Bank's and the Collateral Agent's usual and customary fees, charges and all other related expenses with regard to the Cash Collateral Account and all services performed in connection therewith, and, in addition, the Grantor agrees to pay on demand all reasonable costs and expenses (including without limitation reasonable legal fees and expenses) incurred in connection with the administration, work-out or enforcement of this Agreement or any Collateral (collectively, "Collateral Agent's Fees").
6.2 Indemnity. (a) The Grantor agrees to pay, and to save the Collateral Agent and the other Secured Parties harmless from, any and all liabilities with respect to, or resulting from any delay in paying, any and all stamp, excise, sales or other taxes which may be payable or determined to be payable with respect to any of the Collateral or in connection with any of the transactions contemplated by this Agreement.
(b) The Grantor agrees to pay, and to save the Collateral Agent and the other Secured Parties harmless from, any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever with respect to the execution, delivery, enforcement, performance and administration of this Agreement except with respect to the gross negligence or wilful misconduct of the Collateral Agent or any such Secured Party.
6.3 Survival. The obligations of the Grantor under this Section 6 shall survive termination of this Agreement.
SECTION 7. REMEDIAL PROVISIONS
If any Event of Default shall have occurred and is continuing, the Collateral Agent may, and upon instruction of the Administrative Agent shall, from time to time (i) if the Collateral Agent concludes in its sole and absolute discretion that such action is warranted, apply any of the moneys in the Cash Collateral Account to the payment of due and unpaid Collateral Agent Fees, (ii) distribute any part or all of the remaining Cash Collateral to the Agent for
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application against the Secured Obligations, and (iii) after payment in full, including interest and expenses, of the Secured Obligations, distribution of any surplus to the Grantor. In addition to the foregoing, the Collateral Agent shall have and expressly reserves the ability to exercise any and all rights and remedies of a secured party under the UCC and other applicable law upon the occurrence of an Event of Default. In connection with the foregoing, the Collateral Agent may liquidate any investment included in the Collateral prior to the maturity thereof and shall not be liable for any losses incurred in connection with such liquidation.
SECTION 8. REPRESENTATIONS AND WARRANTIES OF GRANTOR
Grantor hereby represents and warrants to the Collateral Agent that:
8.1 Title; No Other Liens. Except for the security interest granted to the Collateral Agent for the ratable benefit of the Secured Parties pursuant to this Agreement, the Grantor owns each item of the Cash Collateral free and clear of any and all liens or claims of others. No financing statement or other public notice with respect to all or any part of the Cash Collateral is on file or of record in any public office, except as may have been filed in favor of the Collateral Agent, for the benefit of the Secured Parties, pursuant to this Agreement.
8.2 Perfected First Priority Liens. The security interests granted pursuant to this Agreement (a) upon deposit of any Collateral in the Cash Collateral Account, will constitute valid perfected security interests in all of the Collateral (subject to applicable bankruptcy and insolvency laws) in favor of the Collateral Agent, for the benefit of the Secured Parties, as Collateral security for the Secured Obligations, enforceable in accordance with the terms hereof against all creditors of the Grantor and any Persons purporting to purchase any Collateral from the Grantor and (b) are prior to all other Liens on the Collateral in existence on the date hereof.
SECTION 9. COVENANTS
The Grantor covenants and agrees with the Collateral Agent that, from and after the date of this Agreement until the Secured Obligations shall have been paid in full:
9.1 Maintenance of Perfected Security Interest; Further Documentation.
(a) The Grantor shall maintain the security interest created by this Agreement as a perfected security interest having the priority described in Section 8.2 and shall defend such security interest against the claims and demands of all Persons whomsoever.
(b) At any time and from time to time, upon the written request of the Collateral Agent, and at the sole expense of the Grantor, the Grantor will promptly and duly execute and deliver, and have recorded, such further instrument and documents and take such further actions as the Collateral Agent may reasonably request for the purpose of obtaining or preserving the full benefits of this Agreement and of the rights and powers herein granted, including, without limitation, filing and financing or continuation statements under the UCC (or other similar laws) in effect in any jurisdiction with respect to the security interests created.
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SECTION 10. AUTHORITY OF COLLATERAL AGENT
10.1 General Authority of the Collateral Agent. (a) The Grantor herein irrevocably constitutes and appoints the Collateral Agent and any officer or agent thereof, with full power of substitution, during the continuance of an Event of Default, as its true and lawful attorney-in-fact with full power and authority in its or his own name, from time to time in the Collateral Agent's discretion to take any and all appropriate action and to execute any and all documents and instruments which may be necessary or desirable to carry out the terms of this Agreement and accomplish the purposes hereof and thereof. All powers, authorizations and agencies contained in this Agreement are coupled with an interest and are irrevocable until this Agreement is terminated and the security interests created hereby are released.
(b) By acceptance of the benefits of this Agreement each Secured Party shall be deemed irrevocably (i) to consent to the appointment of the Collateral Agent as its agent hereunder, (ii) to confirm that the Collateral Agent shall have the authority to act as the exclusive agent of such Secured Party for enforcement of any provisions of this Agreement against any Grantor or the exercise of remedies hereunder or thereunder, (iii) to agree that such Secured Party shall not take any action to enforce any provisions of this Agreement against the Grantor or to exercise any remedy hereunder or thereunder and (iv) to agree to be bound by the terms of this Agreement.
(c) Other than as provided to the contrary herein, the Collateral Agent will follow any written instructions provided by the Agent, although if it should reasonably conclude that any requested action would subject it to unacceptable risk of liability it may request a sufficient indemnity from the Banks before being required to proceed with such instructions.
10.2 Execution of Financing Statements. Pursuant to the UCC and any other applicable law, the Grantor authorizes the Collateral Agent to file or record financing statements and other filings or recording documents or instruments with respect to the Collateral in such form and in such offices as the Collateral Agent determines appropriate to perfect the security interests of the Collateral Agent under this Agreement. A photographic or other reproduction of this Agreement shall be sufficient as a financing statement or other filing or recording document or instrument for filing or recording in any jurisdiction.
10.3 Further Assurances. At any time and from time to time, upon the written request of the Administrative Agent or the Collateral Agent, and at the expense of Conseco, the Grantor will promptly execute and deliver any and all such further instruments and documents and take such further action as is necessary or reasonably requested further to perfect, or to protect the perfection of, the liens and security interests granted hereunder including, without limitation, the filing of any financing or continuation statements under the UCC in effect in any jurisdiction. In addition to the foregoing, at any time and from time to time, upon the written request of the Collateral Agent, and at the
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expense of the Grantor, the Grantor will promptly execute and deliver any and all such further instruments and documents and take such further action as the Collateral Agent determines is necessary or reasonably requested to obtain the full benefits of this Agreement and of the rights and powers herein. Notwithstanding the foregoing, in no event shall the Collateral Agent have any obligation to monitor the perfection or continuation of perfection or the sufficiency or validity of any security interest in or related to the Collateral.
10.4 Exculpatory Provisions. (a) The Collateral Agent shall not be responsible in any manner whatsoever for the correctness of any recitals, statements, representations or warranties herein, all of which are made solely by the Grantor. The Collateral Agent makes no representations as to the value or condition of the Collateral or any part thereof, or as to the title of the Grantor thereto or as to the security afforded by this Agreement or as to the validity, execution (except its execution), enforceability, legality or sufficiency of this Agreement, or the Secured Obligations, and the Collateral Agent shall incur no liability or responsibility in respect of any such matters.
(b) The Collateral Agent shall not be required to ascertain or inquire as to the performance by the Grantor of any of the covenants or agreements contained herein.
(c) The Collateral Agent shall have the same rights with respect to any Secured Obligation held by it as any other Secured Party and may exercise such rights as though it were not the Collateral Agent hereunder, and may accept deposits from, lend money to, and generally engage in any kind of banking or trust business with, the Grantor or Conseco or any of Conseco's other affiliates as if it were not the Collateral Agent.
(d) The Collateral Agent shall not be liable for any action taken or omitted to be taken in accordance with the Agreement except for its own gross negligence or willful misconduct.
10.5 Delegation of Duties. The Collateral Agent may execute any of the powers hereof and perform any duty hereunder either directly or by or through agents or attorneys-in-fact. The Collateral Agent shall be entitled to advice of counsel concerning all matters pertaining to such powers and duties. The Collateral Agent shall not be responsible for the negligence or misconduct of any agents or attorneys-in-fact selected by it without gross negligence or willful misconduct.
10.6 Reliance by Collateral Agent. (a) Whenever in the administration of this Agreement the Collateral Agent shall deem it necessary or desirable that a factual matter be proved or established in connection with the Collateral Agent taking, suffering or omitting any action hereunder or thereunder, such matter (unless other evidence in respect thereof is herein specifically prescribed) may be deemed to be conclusively proved or established by a certificate of a Responsible Officer of the Grantor delivered to the Collateral Agent, and such certificate shall be full warrant to the Collateral Agent for any action taken, suffered or omitted in reliance thereon, subject, however, to the provisions of Section 10.4(d).
(b) The Collateral Agent may consult with counsel, and any opinion of counsel shall be full and complete authorization and
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protection in respect of any action taken or suffered by it hereunder. The Collateral Agent shall have the right at any time to seek instructions concerning the administration of this Agreement from any court of competent jurisdiction.
(c) The Collateral Agent may rely, and shall be fully protected in acting, upon any resolution, statement, certificate, instrument, opinion, report, notice, request, consent, order, bond or other paper or document which it has no reason to believe to be other than genuine and to have been signed or presented by the proper party or parties or, in the case of cables, telecopies and telexes, to have been sent by the proper party or parties. In the absence of its own gross negligence or willful misconduct, the Collateral Agent may conclusively rely, as to the truth of the statements and the correctness of the opinions expressed therein, upon any certificates or opinions furnished to the Collateral Agent and conforming to the requirements of this Agreement.
(d) The Collateral Agent shall not be under any obligation to exercise any of the rights or powers vested in the Collateral Agent by this Agreement unless the Collateral Agent shall have been provided adequate security and indemnity against the costs, expenses and liabilities which may be incurred by the Collateral Agent, including such reasonable advances as may be requested by the Collateral Agent.
(e) Any opinion of counsel may be based, insofar as it relates to factual matters, upon a certificate of a Responsible Officer of the Grantor or representations made by a Responsible Officer of the Grantor in a writing filed with the Collateral Agent.
10.7 Moneys to be Held in Trust. All moneys received by the Collateral Agent under or pursuant to any provision of this Agreement shall be held in trust for the purposes for which they were paid or are held.
10.8 Resignation and Removal of the Collateral Agent. (a) The Collateral Agent may at any time, by giving written notice to the Grantor, the Administrative Agent and each of the Banks, resign and be discharged of the responsibilities hereby created, such resignation to become effective upon (i) the appointment of a successor Collateral Agent, (ii) the acceptance of such appointment by such successor Collateral Agent and (iii) the approval of such successor Collateral Agent evidenced by one or more instruments signed by the Administrative Agent and Grantor. If no successor Collateral Agent shall be appointed and shall have accepted such appointment within 90 days after the Collateral Agent gives the aforesaid notice of resignation, the Collateral Agent, the Grantor, the Administrative Agent, or any other Secured Party may apply to any court of competent jurisdiction to appoint a successor Collateral Agent to act until such time, if any, as a successor Collateral Agent shall have been appointed as provided in this Section 10.8. Any successor so appointed by such court shall immediately and without further act be superseded by any successor Collateral Agent appointed by the Administrative Agent as provided
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herein. The Administrative Agent may, at any time upon giving 30 days' prior written notice thereof to the Collateral Agent, remove the Collateral Agent and appoint a successor Collateral Agent, such removal to be effective upon the acceptance of such appointment by the successor. The Collateral Agent shall be entitled to Collateral Agent Fees to the extent incurred or arising, or relating to events occurring, before such resignation or removal.
(b) If at any time the Collateral Agent shall resign or be removed or otherwise become incapable of acting, or if at any time a vacancy shall occur in the office of the Collateral Agent for any other cause, a successor Collateral Agent may be appointed by the Administrative Agent and the Grantor (acting in concert). The powers, duties, authority and title of the predecessor Collateral Agent shall be terminated and cancelled without procuring the resignation of such predecessor and without any other formality (except as be required by applicable law) than appointment and designation of a successor in writing duly acknowledged and delivered to the predecessor and the Grantor. Such appointment and designation shall be full evidence of the right and authority to make the same and of all the facts therein recited, and this Agreement shall vest in such successor, without any further act, deed or conveyance, all the estates, properties, rights, powers, duties, authority and title of its predecessor; but such predecessor shall, nevertheless, on the written request of the Administrative Agent, the Grantor, or the successor, execute and deliver an instrument transferring to such successor all the estates, properties, rights, powers, duties, authority and title of such predecessor hereunder and shall deliver all Collateral held by it or its agents to such successor. Should any deed, conveyance or other instrument in writing from the Grantor be required by any successor Collateral Agent for more fully and certain vesting in such successor the estates, properties, rights, powers, duties, authority and title vested or intended to be vested in the predecessor Collateral Agent, any and all such deeds, conveyances and other instruments in writing shall, on request of such successor, be executed, acknowledged and delivered by the Grantor. If the Grantor shall not have executed and delivered any such deed, conveyance or other instrument within 10 days after it receives a written request from the successor Collateral Agent to do so, or if an Event of Default shall have occurred and be continuing, the predecessor Collateral Agent may execute the same on behalf of the Grantor. The Grantor hereby appoints any predecessor Collateral Agent as its agent and attorney to act of it as provided in the next preceding sentence.
10.9 Status of Successor Collateral Agent. Every successor Collateral Agent appointed pursuant to Section 10.8 shall be a bank or trust company in good standing and having power to act as Collateral Agent hereunder, incorporated under the laws of the United States of America or any State thereof or the District of Columbia and having its principal office within the 48 contiguous States and shall also have capital, surplus and undivided profits of not less than $500,000,000, if there be such an institution with such capital, surplus and undivided profits willing, qualified and able to accept the powers and duties hereunder upon reasonable or customary terms.
10.10 Merger of the Collateral Agent. Any corporation into which the Collateral Agent may be merged, or with which it may be consolidated, or any corporation resulting from any merger or consolidation to which the Collateral Agent shall be a party, shall be the Collateral Agent under this Agreement without the execution or filing of any paper or any further act on the part of the parties hereto.
SECTION 11. ABSOLUTE OBLIGATIONS
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11.1 Absolute, etc. This Agreement shall in all respects be a continuing, absolute, unconditional and irrevocable obligation, and shall remain in full force and effect until all Secured Obligations have been paid in full and all obligations of the Grantor hereunder shall have been paid in full. The liability of the Grantor under this Agreement shall be absolute, unconditional and irrevocable irrespective of:
(a) any lack of validity, legality or enforceability of the Credit Agreement or any other document delivered in connection therewith (the "Loan Documents");
(b) the failure of the Administrative Agent or any Bank:
(i) to assert any claim or demand or to enforce any right or remedy against any Borrower or any other Person under the provisions of the Credit Agreement, any other Loan Document or otherwise; or
(ii) to exercise any right or remedy against any other guarantor of, or collateral securing, any Secured Obligations;
(c) any change in the time, manner or place of payment of, or in any other term of, all or any of the Secured Obligations, or any other extension, compromise or renewal of any Secured Obligations;
(d) any reduction, limitation, impairment or termination of the Secured Obligations for any reason, including any claim of waiver, release, surrender, alteration or compromise, and shall not be subject to (and the Grantor hereby waives any right to or claim of) any defense or setoff, counterclaim, recoupment or termination whatsoever by reason of the invalidity, illegality, nongenuineness, irregularity, compromise, unenforceability of, or any other event or occurrence affecting, the Secured Obligations;
(e) any amendment to, rescission, waiver, or other modification of, or any consent to any departure from, any of the terms of the Credit Agreement or any other Loan Document;
(f) any addition, exchange, release, surrender or non-perfection of any collateral, or any amendment to or waiver or release or addition of, or consent to any departure from, any other guaranty held by the Agent or any Bank or any other holder of the Secured Obligations; or
(g) any other circumstance which might otherwise constitute a defense available to, or a legal or equitable discharge of, a Borrower, any surety or any guarantor.
11.2 Reinstatement, etc. The Grantor agrees that this Agreement shall continue to be effective or be reinstated, as the case may be, if at any time any payment (in whole or in part) of any of the Secured Obligations is rescinded or must otherwise be restored by the Administrative Agent or any Bank or any other holder of any Secured Obligations, upon the insolvency, bankruptcy or reorganization of any Borrower, all as though such payment had not been made.
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11.3 Waiver, etc. The Grantor hereby waives promptness, diligence, notice of acceptance and any other notice with respect to any of the Secured Obligations, and this Agreement and any requirement that the Collateral Agent, the Administrative Agent or any Bank or any other holder of Secured Obligations protect, secure, perfect or insure any security interest or lien, or any property subject thereto, or exhaust any right or take any action against any Borrower or any other Person (including any other guarantor) or entity or any collateral securing the Secured Obligations.
11.4 Waiver of Subrogation; Subordination. The Grantor hereby irrevocably waives with respect to any Borrower, until the prior indefeasible payment in full in cash of all Secured Obligations, any claim or other rights which it may now or hereafter acquire against any Borrower that arises from the existence, payment, performance or enforcement of the Grantor's obligations hereunder, including any right of subrogation, reimbursement, exoneration, or indemnification, any right to participate in any claim or remedy of the Banks and the Administrative Agent against any Borrower or any collateral which the Collateral Agent now has or hereafter acquires, whether or not such claim, remedy or right (all such claims, remedies and rights being collectively called "Subrogation Rights") arises in equity, or under contract, statute or common law, including the right to take or receive from any Borrower, directly or indirectly, in cash or other property or by set-off or in any manner, payment or security on account of such claim or other rights. If any amount shall be paid to the Grantor in violation of the preceding sentence and the Secured Obligations shall not have been paid in cash, in full, such amount shall be deemed to have been paid to the Grantor for the benefit of, and held in trust for, the Banks and the Administrative Agent, and shall forthwith be paid to the Banks and Administrative Agent to be credited and applied upon the Secured Obligations, whether matured or unmatured. The Grantor acknowledges that it will receive direct and indirect benefits from the Amendment and that the waiver set forth in this Section 11.4 is knowingly made in contemplation of such benefits.
SECTION 12. MISCELLANEOUS
12.1 Amendments. None of the terms or provisions of this Agreement may be waived, amended, supplemented or otherwise modified except in a writing signed by the parties hereto.
12.2 Notices. All notices, requests and demands to or upon the Collateral Agent or the Grantor hereunder shall be effected in the manner provided for in the Credit Agreement; provided that any such notice, request or demand to or upon the Grantor shall be addressed to the Grantor at its notice address set forth on Schedule I and that any such notice, request or demand to or upon the Collateral Agent shall be addressed to the Collateral Agent at its notice address set forth in Schedule I.
12.3 No Waiver by Course of Conduct; Cumulative Remedies. Neither the Collateral Agent nor any other Secured Party shall by any act (except by a written instrument), delay, indulgence, omission or otherwise be deemed to have waived any right or remedy hereunder or to have acquiesced in any Event of Default. No failure to exercise, nor any
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delay in exercising, on the part of the Collateral Agent or any other Secured Party, any right, power or privilege hereunder shall operate as a waiver thereof. No single or partial exercise of any right, power or privilege hereunder shall preclude any other or further exercise thereof or the exercise of any other right, power or privilege. A waiver by the Collateral Agent or any other Secured Party of any right or remedy hereunder on any one occasion shall not be construed as a bar to any right or remedy which the Collateral Agent or such Secured Party would otherwise have on any future occasion. The rights and remedies herein provided are cumulative, may be exercised singly or concurrently and are not exclusive of any other rights or remedies provided by law.
12.4 Successors and Assigns. This Agreement shall be binding upon the successors and assigns of the Grantor and shall inure to the benefit of the Collateral Agent and the other Secured Parties and their successors and assigns; provided that the Grantor may not assign, transfer or delegate any of its rights or obligations under this Agreement without the prior written consent of the Collateral Agent.
12.5 Counterparts. This Agreement may be executed by one or more of the parties to this Agreement on any number of separate counterparts (including by telecopy), and all of said counterparts taken together shall be deemed to constitute one and the same instrument.
12.6 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.
12.7 Section Headings. The Section headings used in this Agreement are for convenience of reference only and are not to affect the construction hereof or be taken into consideration in the interpretation hereof.
12.8 Integration. This Agreement represent the agreement of the Grantor, the Collateral Agent and the other Secured Parties with respect to the subject matter hereof and thereof, and there are no promises, undertakings, representations or warranties by the Collateral Agent or any other Secured Party relative to subject matter hereof and thereof not expressly set forth or referred to herein.
12.9 Depository Bank's Location. New York shall be deemed to be the Depository Bank's location for the purposes of this Agreement and the perfection and priority of the Collateral Agent's security interest in the Cash Collateral Account.
12.10 GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.
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IN WITNESS WHEREOF, each of the undersigned has caused this Cash Collateral Pledge Agreement to be duly executed and delivered as of the date first above written.
CDOC, INC.

By: /s/
   -------------------------------------
   Name:
   Title:

JPMORGAN CHASE BANK, as Depositary Bank

By: /s/
   -------------------------------------
   Name:
   Title:

JPMORGAN CHASE BANK, as Collateral Agent

By: /s/
   -------------------------------------
   Name:
   Title:

 
Exhibit 10.8.34
FIRST STAGE AMENDMENT AND AGREEMENT
Re: 1998 D&O Loans
THIS FIRST STAGE AMENDMENT AND AGREEMENT, dated as of March 20, 2002
(this "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), Bank of America, N.A., as administrative agent (in such capacity, the "Administrative Agent"), as Collateral Agent (in such capacity, the "Collateral Agent") and as Depositary Bank (in such capacity, the "Depositary Bank"), the various financial institutions parties hereto (each a "Bank" and collectively, the "Banks").
W I T N E S S E T H:
WHEREAS, Conseco, the Banks and the Administrative Agent are parties to that certain Agreement, dated as of September 22, 2000, relating to the 1998 Director and Officer Loan Credit Agreement (the "September 22, 2000 Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the September 22, 2000 Agreement as more fully described herein;
WHEREAS, CDOC, the Collateral Agent and the Depositary Bank are parties to that certain Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000 (the "Cash Collateral Agreement");
WHEREAS, CDOC has requested that the Administrative Agent and the Banks amend the Cash Collateral Agreement as more fully described herein;
WHEREAS, Conseco, pursuant to a Guaranty, dated as of November 22, 2000 (the "Conseco Guaranty") has guaranteed the obligations of the borrowers under the Credit Agreement, dated as of November 22, 2000, among the persons listed on the signature pages thereto as Borrowers, the Banks, and the Administrative Agent, relating to the refinancing of certain loans under that certain Credit Agreement, dated as of August 21, 1998, (the "Credit Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the Conseco Guaranty as more fully described herein;
WHEREAS, CIHC, pursuant to a Guaranty and Subordination Agreement, dated as of November 22, 2000 (the "CIHC Guaranty"), has, among other things, guaranteed the obligations Conseco under the Conseco Guaranty;
WHEREAS, CIHC has requested that the Administrative Agent and the Banks amend the CIHC Guaranty as more fully described herein;
WHEREAS, Articles II, III and IV to the Appendix to that certain Five-Year Credit Agreement, dated as of September 25, 1998, as amended (the "Five-Year Credit Agreement"), were incorporated by reference into the September 22, 2000 Agreement and Articles II, III and IV were incorporated by reference into the Conseco Guaranty;
WHEREAS, the parties to the Five-Year Credit Agreement now wish to amend the Appendix and the parties hereto wish to consent to the amendment of the Appendix; and
WHEREAS, Conseco will agree to pay certain fees as more fully described below;
NOW, THEREFORE, in consideration of the mutual promises herein contained and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
Section 1. DEFINITIONS. Capitalized terms used and not otherwise defined in this Agreement shall have the meanings assigned thereto in the Credit Agreement. As used herein, the following terms shall have the following meanings:
"A.M. Best A- Status" shall have the meaning set forth in Section 1.01 of the Appendix.
"Agreement Fee" shall have the meaning set forth in Section 7.1(a) hereof.
"Appendix" shall have the meaning set forth in Section 6.1 hereof.
"Appendix Amendment" shall have the meaning set forth in Section 6.1 hereof.
"D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Effective Date" shall have the meaning set forth in Section 8 hereof.
"Exchange Offer" shall have the meaning set forth in Section 1.01 of the Appendix.
"Fees" shall have the meaning set forth in Section 7.1 hereof.
"Specified D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Trust Preferred Securities" shall have the meaning set forth in
Section 1.01 of the Appendix.
Section 2. AMENDMENTS TO SEPTEMBER 22, 2000 AGREEMENT.
2.1 Section 1.1 of the September 22, 2000 Agreement is hereby amended as follows:
(a) The definition of "CDOC" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"CDOC" shall mean CDOC, Inc., a Delaware corporation.
(b) The definition of "Required Banks" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
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"Required Banks" shall have (a) with respect to the Loans, the meaning assigned thereto in the Loan Documents and (b) with respect to the New Loans, the meaning assigned thereto in the New Loan Documents.
(c) The definition of "Regulation U" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Regulation U" shall have the meaning set forth in the Existing Guaranty.
2.2 Section 3 of the September 22, 2000 Agreement is hereby amended by:
(a) deleting "No Default Acknowledgment" appearing therein and substituting in lieu thereof "No Default Acknowledgments";
(b) inserting "(a)" immediately prior to the first sentence of such section; and
(c) inserting a new clause (b) to read as follows:
"(b) The Administrative Agent and the Banks hereby acknowledge that the Guarantor will not be in default of Section 3.4 or
Section 4.3 of the Existing Guaranty (and CIHC will not be in default of the CIHC Guaranty) if the Guarantor, in furtherance of its rights set forth in Section 5(e) of this Agreement in respect of the Existing Loans, takes possession of any Borrower's "margin stock" (as defined in Regulation U) so long as Guarantor complies with the provisions of Regulation U in connection therewith."
2.3 The following sentence is hereby added to the end of Section 5(a) of the September 22, 2000 Agreement to read as follows: "For purposes of this
Section 5(a), in making any calculation to determine Cash Collateral Deposits required to be made or held, such required amounts will be reduced by the amount of any application of cash collateral under Section 5(e) hereof."
2.4 Section 5(e) is hereby added to the September 22, 2000 Agreement to read as follows:
"(e) The Guarantor may, at its option, direct the Administrative Agent to apply the cash collateral provided by CDOC in respect of the Specified D&O Facilities as follows: (i) to the payment of the Specified D&O Facilities (or to all the D&O Facilities, as
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applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers; (ii) to the payment under the Existing Guaranty or the New Conseco Guaranty of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers or (iii) to the Guarantor's purchase of Borrowers' loans, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor, provided that the Guarantor may only purchase an individual Borrower's loans if the Guarantor simultaneously purchases all loans under the D&O Facilities of such Borrower. To the extent the Guarantor purchases an individual Borrower's loans pursuant to clause (iii) of the preceding sentence, each Bank hereby consents to the Administrative Agent (in its sole discretion) entering into an amendment of the Credit Agreement with such Borrower subsequent to the Effective Date which (x) amends the definition of "Eligible Assignee" in the New Loan Documents to include the Guarantor and (y) provides for any other amendments of any other provisions of the New Loan Documents necessary to provide that the purchase of such Borrower's loans may be non-pro-rata as to the assigning Bank and the other underlying Borrowers."
2.5 Section 5(f) is hereby added to the September 22, 2000 Agreement to read as follows:
"(c) If for any reason the Guarantor believes that any payment made by it pursuant to Section 5(e) of this Agreement in respect of the Existing Loans would not be subject to subrogation rights under Section 2.6 of the Existing Guaranty, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent economic rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all of the Existing Loans of a particular Borrower, the Banks will assign their rights in respect of said Existing Loans to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."
Section 3. AMENDMENTS TO CASH COLLATERAL AGREEMENT. The following sentence shall be added at the end of Section 4.5 of the Cash Collateral Agreement: "The Grantor shall have the right to make withdrawals to the extent such withdrawals are simultaneously applied as set forth in Section 5(e) of the Agreements Re: Specified D&O Facilities."
Section 4. AMENDMENTS TO CONSECO GUARANTY.
4.1 Section 2.6 of the Conseco Guaranty is hereby amended by the addition of the following at the end of such section:
"If for any reason the Guarantor believes that any payment made by it of the Guaranteed Obligations would not be subject to subrogation rights under this Section 2.6, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all the Guaranteed Obligations of a participant Borrower, the Banks will assign their rights in respect of said Guaranteed Obligations to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."
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4.2 Section 3.4 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 3.4. Margin Regulations.
(a) None of the transactions contemplated hereunder or in connection herewith will in any way violate, contravene or conflict with any of the provisions of Regulation U;
(b) None of the obligations of any Borrower to Guarantor is or will be directly or indirectly secured by "margin stock" (as defined in Regulation U) unless the Guarantor complies with the provisions of Regulation U in connection therewith;
(c) Neither Guarantor nor any third party acting on behalf of Guarantor has taken or will take possession of any Borrower's "margin stock" to secure, directly or indirectly, any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty unless Guarantor complies with the provisions of Regulation U in connection therewith;
(d) Guarantor does not and will not have any right to prohibit any Borrower from selling, pledging, encumbering or otherwise disposing of any margin stock owned by such Borrower so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding unless Guarantor complies with the provisions of Regulation U in connection therewith;
(e) None of the Borrowers have granted or will grant Guarantor or any third party acting on behalf of Guarantor the right to accelerate repayment of any of the Guaranteed Obligations of such Borrower if any of the margin stock owned by such Borrower is sold by such Borrower or otherwise unless Guarantor complies with the provisions of Regulation U in connection therewith; and
(f) There is no agreement or other arrangement between any Borrower and Guarantor or any third party acting on behalf of Guarantor (and no such agreement or arrangement shall be entered into so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding) under which the margin stock of such Borrower would be made more readily available as security to Guarantor than to other creditors of such Borrower unless Guarantor complies with the provisions of Regulation U in connection therewith."
4.3 Section 4.3 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 4.3. Limitation on Additional Purpose Credit. Notwithstanding any other provision of this Guaranty, the Credit Agreement or the Revolving Credit Agreement to the contrary,
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Guarantor will not, and will not permit any of its Wholly-Owned Subsidiaries and/or Significant Subsidiaries to incur or assume any Indebtedness which constitutes "purpose credit" secured "directly or indirectly" (as defined in Regulation U) by Margin Stock unless Guarantor complies with the provisions of Regulation U."
Section 5. AMENDMENT TO CIHC GUARANTY. Section 5.14 of the CIHC Guaranty is hereby deleted.
Section 6. CONSENT.
6.1 The parties hereto consent to the amendment of the Appendix as attached hereto as Exhibit A (the "Appendix Amendment"). The parties hereto further agree that all references in the September 22, 2000 Agreement and the Conseco Guaranty to the Appendix shall mean the Appendix as so amended by the Appendix Amendment (the "Appendix").
6.2 Conseco may, at its option, make payments or purchases under the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix or the related Conseco guaranty), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers.
Section 7. FEES.
7.1 Conseco hereby agrees that, upon the effectiveness of this Agreement pursuant to the provisions of Section 8 hereof, Conseco shall be obligated to pay, and shall pay, to the Administrative Agent, for the pro rata benefit of the Banks, the following fees (the "Fees"):
(a) On the Effective Date, an agreement fee (the "Agreement Fee") in immediately available funds equal 0.50% of the principal amount of the Loans outstanding on such date, net of a proportionate share (which share shall equal the share of the Loans payable to such Bank divided by the outstanding Loans under all the Specified D&O Facilities) of the cash collateral then on deposit securing Conseco's obligations relating to the Credit Agreement; provided that the Agreement Fee shall only be payable to those Banks that execute and deliver this Agreement by March 20, 2002; and
(b) From and after the Effective Date and until all Loans are paid in full, a continuing per annum fee equal to 0.75% of all Loans then outstanding, payable quarterly in arrears, quarterly on the last Business Day of each calendar quarter, with payment commencing on March 31, 2002.
7.2 Conseco's obligation to pay each of the Fees shall be irrevocable, unconditional, and absolute and, consistent therewith, shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions. Such fees shall be in addition to any fees provided for under the September 22, 2000 Agreement or the Credit Agreement.
Section 8. CONDITIONS PRECEDENT. This Agreement shall become effective on such date (the "Effective Date") when each of the conditions precedent set
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forth in this Section 8 shall have been satisfied, and notice thereof shall have been given by the Administrative Agent to Conseco and the Banks.
8.1 Receipt of Documents. The Administrative Agent shall have received all of the following documents duly executed, dated the date hereof or such other date as shall be acceptable to the Administrative Agent, and in form and substance satisfactory to the Administrative Agent:
(a) This Agreement, duly executed by Conseco, CDOC, CIHC, the Administrative Agent and the Required Banks;
(b) A certificate of the Secretary or Assistant Secretary of Conseco (i) certifying the names and true signatures of the officers of Conseco authorized to execute, deliver and performance, as applicable, this Agreement, and all other documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of Conseco authorizing the transactions contemplated hereby;
(c) A certificate of the Secretary or Assistant Secretary of CIHC
(i) certifying the names and true signatures of the officers of CIHC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CIHC authorizing the transactions contemplated hereby;
(d) A certificate of the Secretary or Assistant Secretary of CDOC
(i) certifying the names and true signatures of the officers of CDOC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CDOC authorizing the transactions contemplated hereby;
(e) The Reaffirmation of (i) the Conseco Guaranty, (ii) the CIHC Guaranty and (iii) the Amended and Restated Cash Collateral Agreement, in the form of Exhibit B attached hereto;
(f) The opinion of David K. Herzog, counsel of Conseco and CIHC, substantially in the form of Exhibit C, and addressing such other legal matters as the Administrative Agent may reasonably require;
(g) The opinion of Weil, Gotshal & Manges LLP, outside counsel to Conseco and CIHC, substantially in the form of Exhibit D, and addressing such other legal matters as the Administrative Agent may reasonably require;
(h) Duly authorized, executed and delivered copies of (i) the First Stage Amendment and Agreement Re: 1997 D&O Loans, dated as of March 20, 2002, (ii) the First Stage Amendment and Agreement Re: Non-Refinanced 1998 D&O Loans, dated as of March 20, 2002, and (iii) the First Stage Amendment and Agreement Re: 1999 D&O Loans, dated as of March 20, 2002, substantially in the form hereof;
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(i) A duly authorized, executed and delivered copy of Third Amendment to Five-Year Credit Agreement, dated as of March 20, 2002, among Conseco, the various financial institutions party thereto, and Bank of America, N.A. as agent thereunder; and
(j) Receipt by the Administrative Agent of a letter to the Banks evidencing Conseco's understanding if scheduled payments are not made on or before the date that such scheduled payments become due and payable in respect of all Trust Preferred Securities, a downgrade from A.M. Best A- Status would occur.
8.2 Additional Conditions. The effectiveness of this Agreement and the consent of the Banks are subject to the following further conditions precedent:
(a) With respect to Conseco, no Default exists and no Event of Default will exist after giving effect to this Agreement;
(b) The representations and warranties of Conseco contained in Article III of the Conseco Guaranty, are true and correct in all material respects with the same effect as though made on the Effective Date, except, to the extent that any such representations and warranties relate expressly to an earlier date, such representations and warranties shall have been true and correct in all material respects as of such earlier date;
(c) No Material Litigation exists other than the litigation described in Schedule I attached hereto; ----------
(d) No Material Adverse Change has occurred with respect to Conseco or CIHC since September 30, 2001 (except for changes in or adverse effects upon, the business, properties, condition (financial or otherwise) of Conseco and CIHC as disclosed in press releases, public filings or otherwise in writing to the Administrative Agent);
(e) Conseco shall have paid all accrued and unpaid fees, costs, expenses and other disbursements to date, including attorneys' fees and costs, including those to be incurred in connection, negotiation, and execution of this Agreement. Conseco shall remain liable and shall promptly reimburse the Administrative Agent for such future fees, costs expenses and other disbursements as provided for in the existing Loan Documents;
(f) The Banks, with the approval of Conseco, shall have hired Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, and the Administrative Agent shall be satisfied as to the duration and scope of such review; and
(g) The Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the related offering memorandum) shall be on terms and conditions satisfactory to the Administrative Agent.
Section 9. MISCELLANEOUS.
9.1 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such provision and such
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jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions of this Agreement or affecting the validity or enforceability of such provision in any other jurisdiction.
9.2 Headings. The various headings of this Agreement are inserted for convenience only and shall not affect the meaning or interpretation of this Agreement or any provisions hereof.
9.3 Execution in Counterparts. This Agreement may be executed by the parties hereto in several counterparts, each of which shall be deemed to be an original and all of which shall constitute together but one and the same agreement.
9.4 Governing Law. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
9.5 Successors and Assigns. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective successors and assigns.
[signatures follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly authorized as of the day and year first above written.
CONSECO, INC.

By:/s/James S. Adams
   --------------------------------------
Name:  James S. Adams
Title: Senior Vice President,
       Chief Accounting Officer and
       Treasurer

CIHC, INCORPORATED

By:/s/William T. Devanney, Jr.
   --------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President,
       Corporate Taxes

CDOC, INC.

By:/s/William T. Devanney, Jr.
   --------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President,
       Corporate Taxes

BANK OF AMERICA, N.A., as Administrative Agent, as a Bank, as Collateral Agent and as Depositary Bank

By:/s/Bridget Garavalia
   --------------------------------------
Name:  Bridget Garavalia
Title: Managing Director

JPMORGAN CHASE BANK

By:/s/Helen L. Newcomb
   --------------------------------------
Name:  Helen L. Newcomb
Title: Vice President

DEUTSCHE BANK AG, New York and/or Cayman Island Branches

By:/s/Robert M. Wood, Jr.
   --------------------------------------
Name:  Robert M. Wood, Jr.
Title: Director



By:/s/Mark B. Cohen
   --------------------------------------
Name:  Mark B. Cohen
Title: Managing Director

THE BANK OF NEW YORK

By:/s/Stephen C. Brennan
   --------------------------------------
Name:  Stephen C. Brennan
Title: Vice President

Schedule I
Material Litigation
Litigation described in Form 10-Q of Conseco, Inc. for the quarterly period ended September 30, 2001.
Donald J. Trump v. Conseco, Inc., et al.
Exhibit A
Appendix Amendment
AMENDMENT, dated as of March 20, 2002 (this "Amendment"), to the Conseco, Inc. Appendix, dated as of September 22, 2000 (the "Appendix").
1. Definitions. Unless otherwise defined herein, terms defined in the Appendix and used herein shall have the meanings given to them in the Appendix.
Amendment to Section 1.01. Section 1.01 is hereby amended as follows:
(i) (a) by deleting in its entirety the definition of "Cash on Hand Target".
(b) by amending the definition of "Conseco Adjusted Earnings" as follows:
(i) by deleting the term "non-cash" each time it appears in clauses (f) and (g) thereof;
(ii) by deleting the phrase "(provided that the after tax amounts described in clauses (f) and (g) shall not exceed in the aggregate $500,000,000 for any Calculation Period ending on or before September 30, 2001, and $50,000,000 for any Calculation Period ending thereafter)" where it appears after clause (g) thereof and inserting in lieu thereof the following:
"(provided that the after tax amounts described in clauses (f) and (g) shall not exceed (i) more than $500,000,000 in the aggregate accrued or incurred during Fiscal Year 2002 (provided that no more than $50,000,000 (accrued or incurred during Fiscal Year 2002) of such expenses, losses or other charges in the aggregate may be in cash), and (ii) more than $50,000,000 in the aggregate accrued or incurred for any Fiscal Year thereafter)"; and
(iii) by inserting the following sentence at the end thereof:
"Notwithstanding the foregoing, Conseco Adjusted Earnings shall exclude any income or gain, or expense, loss or charge, (x) associated with Conseco's ownership of AT&T Wireless Stock, (y) resulting from any impairment of the D&O Facilities or (z) set forth on Annex II attached hereto, provided that the amounts set forth for the fiscal periods on such Annex may be excluded in the applicable Calculation Period prior to the date of the Amendment as well as any Calculation Period after the date of the Amendment that includes such fiscal period(s)."
(c) by amending the definition of "Conseco Finance Tangible Net Worth" by deleting the text of clause (b) where it occurs in the definition thereof and inserting in lieu thereof the following:
"(b) any charges specified in clause (f) or (g) of the definition of Conseco Adjusted Earnings; provided that such charges shall not be permitted to exceed $150,000,000 on an after tax basis in the aggregate and no more than $15,000,000 of such $150,000,000 of charges on an after-tax basis may be in cash"
(d) by amending the definition of "Interest Coverage Ratio" by inserting the following sentence at the end thereof:
"For purposes of determining the Interest Coverage Ratio, the term "Conseco Available Cash Flow" shall exclude the amount of
(i) Net Proceeds received by Conseco in connection with any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building less (ii) the statutory carrying value of Conseco and its Subsidiaries in respect of the General Motors Building (the amount of clause (i) less the amount of clause (ii), the "GM Gain"); provided, that in connection with determining the Interest Coverage Ratio for purposes of compliance with any conditions precedent to an extension of the maturity date of the $1.5 Billion Facility or any of the D&O Facilities, only the first $250,000,000 of any such GM Gain may be included in such determination."
(e) by amending the definition of "Relevant CIHC Guaranty" by deleting the second sentence thereof.
(f) by deleting in its entirety the definition of "$144 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$144 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and JPMorgan Chase Bank as administrative agent (relating to all of the then-existing loans under the $144 Million D&O Facility).
(g) by deleting in its entirety the definition of "$181 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$181 Million D&O Credit Agreement" means collectively (i) the Credit Agreement, dated as of August 21, 1998, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent, as amended, supplemented or otherwise modified or refinanced, and (ii) the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, (relating to certain but not all of the then-existing loans under the $181 Million D&O Facility) pursuant to which Bank of America, N.A. is the administrative agent.
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(h) by deleting in its entirety the definition of "$245 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$245 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent (relating to all of the then-existing loans under the $245 Million D&O Facility).
(i) by adding thereto the following new definitions in the appropriate alphabetical order:
"Amendment" means this Amendment, dated as of March 20, 2002, in respect of the Appendix.
"Amendment Effective Date" means the "Effective Date" as defined in the Amendment.
"AT&T Wireless Stock" means 10,319,050 shares of AT&T Wireless Services, Inc. common stock par value $.01 per share.
"Exchange Offer" means the exchange offer pursuant to the Offering Memorandum dated as of March 18, 2002, pursuant to which Conseco offered to exchange Specified Existing Public Debt for New Exchange Offer Public Debt in accordance with the terms of such Offering Memorandum, any exchange offer in connection with the registration of the New Exchange Offer Public Debt with the Securities and Exchange Commission and any exchange offer on terms substantially similar to the foregoing exchange offers.
"General Motors Building" means the building located at 767 5th Avenue, New York, NY 10153.
"New Exchange Offer Public Debt" means the senior notes issued pursuant to an Exchange Offer in exchange for Specified Existing Public Debt or other New Exchange Offer Public Debt.
"Specified Existing Public Debt" means collectively Conseco's 8.5% Senior Notes due October 15, 2002, 6.4% Senior Notes due February 10, 2003, 8.75% Senior Notes due February 9, 2004, 6.8% Senior Notes due June 15, 2005, 9% Senior Notes due October 15, 2006 and 10.75% Senior Notes due June 15, 2008.
"Trigger Date" means (i) in the case of the sale of Sufficient Assets, the Reduction Date and (ii) in the case of any other Approved Strategic Alternative, the date such Approved Strategic Alternative is approved by the Required Banks.
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2. Amendment to Section 1.03. Section 1.03 of the Appendix is hereby amended by inserting at the end thereof a new Section 1.03(c):
"(c) For purposes of calculating any financial covenants or related definitions hereunder, any charges taken to writeoff goodwill to the extent required by the Financial Accounting Standards Board of the American Institute of Certified Public Accountants Statement No. 142 shall be excluded."
(a) Amendment to Section 2.01. (a) Section 2.01(a) of the Appendix is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted.]"
(b) Section 2.01(b) of the Appendix is hereby amended by deleting such Section 2.01(b) in its entirety and substituting in lieu thereof the following:
"(b) On the Amendment Effective Date and thereafter, within three Business Days after Conseco or any of its Subsidiaries receives any Available Net Proceeds, such Available Net Proceeds shall be applied as follows: first, the first $352,000,000 shall be retained by Conseco; second, the next $313,000,000 shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilties (in the manner contemplated by Section 2.02(c)); third, following the application of $313,000,000 pursuant to clause second above and thereafter until the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to this clause, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); fourth, after the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to clause third above, 25% per transaction of any Available Net Proceeds shall be retained by Conseco and 75% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); and fifth, after March 31, 2004, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); provided that in the event that the Relevant Banks under the D&O Facilities agree to grant Conseco an option to extend the date by which Conseco is required to pay, purchase or cash collateralize in full the D&O Facilities or the related Conseco Guaranty from December 31, 2003 until March 31, 2005, the application of Available Net Proceeds pursuant to this Section 2.01(b) to the $1.5 Billion Facility and the D&O Facilities shall be as follows: (i) in clause second above, after $50,000,000 of Available Net Proceeds have been applied to the Specified D&O Facilities, the remainder shall be applied pro rata to the $1.5 Billion Facility and the D&O Facilities (in the manner contemplated by Section 2.02(c)); and (ii) in clauses third, fourth and fifth above, the references to the Specified D&O Facilities shall be deemed to be references to the D&O
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Facilities. Any Available Net Cash Proceeds referred to in this paragraph as being available for retention by Conseco (A) must, if received by a Subsidiary, be distributed to Conseco for such purpose if such distribution is not prohibited by law, rule or regulation or the Lehman Agreement and (B) may be used by Conseco for any purpose permitted by this Appendix.
(c) Section 2.01(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) [Intentionally Omitted]."
(d) Amendment to Section 2.02. (a) Section 2.02(a) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted]."
(e) Section 2.02(b) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(b) [Intentionally Omitted]."
(f) Section 2.02(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) Any application of Available Net Proceeds allocated to the $1.5 Billion Facility and the Specified D&O Facilities or the D&O Facilities, as applicable, pursuant to Section 2.01(b) (and any application of Net Proceeds pursuant to clause (a)(ii) of the definition of "Exempt Waterfall Amounts") shall be allocated ratably to each such Facility based on the aggregate Exposure then outstanding under such Facilities, and ratably to the Exposure of each Bank under each such Facility. The Available Net Proceeds so allocated to each Specified D&O Facility and D&O Facility, as applicable, at the discretion of Conseco, shall be either (i) deposited in a cash collateral account pursuant to the applicable Cash Collateral Agreement or (ii) applied to purchase or repay "Loans" made to the individual borrowers pursuant to the applicable Specified D&O Facility or D&O Facility, as applicable or (iii) applied to pay the related Conseco Guaranty."
(g) Amendment to Article III. Article III of the Appendix is hereby amended by adding at the end thereof the following new Sections 3.12 and 3.13:
"3.12. Hiring of Ernst & Young. Conseco hereby agrees to (i) the hiring by the Banks of Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, the duration and scope of such review to be at the direction and under the control of Conseco and the Agents (and Conseco agrees to use reasonable best efforts to facilitate such review) and (ii) paying all fees, costs and expenses incurred from time to time in connection with such review promptly upon receipt of an invoice for such services.
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3.13. A.M. Best Rating Reduction Remedy. If on any date (the "Reduction Date") the rating from A.M. Best Company is reduced to less than B+ on Bankers Life and Casualty Company, Conseco Annuity Assurance Company, Conseco Health Insurance Company, Conseco Life Insurance Company or Conseco Senior Health Insurance Company, Conseco shall be obligated to retain an investment banker of national recognition (the "Investment Banker") reasonably satisfactory to the Agents to explore strategic alternatives ("Strategic Alternatives") to repaying in full in cash all Obligations under the $1.5 Billion Facility and each of the D&O Facilities (or, in the case of the D&O Facilities, cash collateralize such Facilities), which Strategic Alternatives shall include either (i) the sale of one or more of its Subsidiaries ("Sufficient Assets") the value of which will be sufficient to repay in full in cash all such Obligations,
(ii) such other Strategic Alternative(s) approved by the Required Banks or (iii) both the sale of Sufficient Assets and one or more other Strategic Alternatives approved by the Required Banks (clauses (i), (ii) or (iii), individually, an "Approved Strategic Alternative"). At any time, the Required Banks may amend, supplement or otherwise modify the requirements of this Section 3.13, including amending the terms and/or conditions of an Approved Strategic Alternative, releasing Conseco from its obligations to proceed with the sale of Sufficient Assets or otherwise. Conseco and its Subsidiaries shall diligently pursue and take material steps toward achieving each Approved Strategic Alternative, including, to the extent applicable, the preparation and distribution of offering materials with respect to each Approved Strategic Alternative, facilitating advisors of Conseco in making contact with potential purchasers or other relevant parties in their due diligence processes, using reasonable best efforts to prepare, negotiate and execute transaction documents with respect thereto and consummate such transactions.
Conseco shall provide the Agents with bi-weekly written reports (in form and scope acceptable to the Agents), describing the status of its progress in pursuing, and actions it has taken and is planning on taking toward achieving each Approved Strategic Alternative. Without limiting the generality of Conseco's obligations set forth above, Conseco shall have:
(A) Engaged the Investment Banker to explore Strategic Alternatives no later than 30 days after the Reduction Date;
(B) Distributed offering materials, and provided copies thereof to the Agents, with respect to any Approved Strategic Alternative, no later than 90 days after the Trigger Date;
(C) Used reasonable best efforts to receive written expressions of interest, and provided copies thereof to the Agents, with respect to each Approved Strategic Alternative, no later than 120 days after the Trigger Date;
(D) Used reasonable best efforts to sign the appropriate transaction documents with respect to any Approved Strategic Alternative no later than 180 days after the Trigger Date, unless the Required Banks have agreed to extend such date; and
(E) Used reasonable best efforts to consummate any Approved Strategic Alternative no later than 270 days after the Trigger Date, unless the Required Banks have agreed to extend such date."
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(h) Amendment to Section 4.01. Section 4.01 of the Appendix is hereby amended by (i) deleting from Section 4.01(l) the word "and" where it appears at the end of such Section 4.01, (ii) replacing in Section 4.01(m) the "." where it appears at the end of such Section with a "; and" and (iii) adding at the end thereof the following new subsection 4.01(n):
"(n) subordinated Contingent Obligations of CIHC in respect of the New Exchange Offer Public Debt (the "Subordinated CIHC Guaranty"), provided that (i) such Subordinated CIHC Guaranty shall contain terms and conditions and shall be subordinated to any and all Obligations under the $1.5 Billion Facility and each of the D&O Facilities, in each case on terms and conditions satisfactory to the Agents and (ii) the Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the Offering Memorandum) shall be on terms and conditions satisfactory to the Agents.
3. Amendment to Section 4.08. Section 4.08(c) of the Appendix is hereby amended by replacing the number "$100,000,000" where it appears in Sections 4.08(c)(i) and 4.08(c)(ii) thereof with the number "$50,000,000".
4. Amendment to Section 4.14. Section 4.14 of the Appendix is hereby amended by deleting the table contained therein in its entirety and inserting in lieu thereof the following table:

"Fiscal Quarter
Ending                                      Ratio
------                                      -----
December 31, 2001                           1.20 to 1.0
March 31, 2002                              1.25 to 1.0
June 30, 2002                               1.25 to 1.0
September 30, 2002                          1.10 to 1.0
December 31, 2002                           1.10 to 1.0
March 31, 2003                              1.30 to 1.0
June 30, 2003                               1.75 to 1.0
September 30, 2003                          1.90 to 1.0
December 31, 2003                           2.15 to 1.0
March 31, 2004                              2.25 to 1.0
June 30, 2004                               2.50 to 1.0
September 30, 2004                          2.50 to 1.0
December 31, 2004 and thereafter            2.50 to 1.0"

5. Amendment to Section 4.15. Section 4.15 of the Appendix is hereby amended by (i) deleting the parenthetical contained therein and (ii) deleting the table contained therein in its entirety and inserting in lieu thereof the following table:
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"Fiscal Quarter
Ending                                      Amount
------                                      ------

December 31, 2001                           $1,600,000,000
March 31, 2002                              $1,200,000,000
June 30, 2002                               $1,200,000,000
September 30, 2002                          $1,200,000,000
December 31, 2002                           $1,300,000,000
March 31, 2003                              $1,300,000,000
June 30, 2003                               $1,350,000,000
September 30, 2003                          $1,400,000,000
December 31, 2003                           $1,400,000,000
March 31, 2004                              $1,500,000,000
June 30, 2004                               $1,500,000,000
September 30, 2004                          $1,700,000,000
December 31, 2004 and thereafter            $1,700,000,000"

6. Amendment to Section 4.16. Section 4.16 of the Appendix is hereby amended by deleting such Section in its entirety and inserting in lieu thereof the following:
"4.16. Conseco Finance Tangible Net Worth. Conseco shall not permit Conseco Finance Tangible Net Worth as at the end of any Fiscal Quarter set forth below to be less than the relevant amount set forth below:

Fiscal Quarter
Ending                             Amount
------                             ------

December 31, 2001                  $1,200,000,000
March 31, 2002                     $1,200,000,000
June 30, 2002                      $1,200,000,000
September 30, 2002                 $1,200,000,000
December 31, 2002                  $1,200,000,000
March 31, 2003                     $1,200,000,000
June 30, 2003                      $1,200,000,000
September 30, 2003                 $1,200,000,000
December 31, 2003                  $1,300,000,000
March 31, 2004                     $1,300,000,000
June 30, 2004                      $1,300,000,000
September 30, 2004                 $1,300,000,000
December 31, 2004                  $1,300,000,000
March 31, 2005 and thereafter      $1,600,000,000"

7. Amendment to Section 4.17. Section 4.17 is hereby amended by replacing the percentage "200%" where it appears therein with the percentage "250%".
8. Amendment to Section 5.01. Section 5.01(c) is hereby amended by deleting the reference therein to "3.03(a), 4.01" and substituting in lieu thereof a reference to "3.03(a), 3.12(i), 3.13(A), (B) or (E), 4.01".
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ANNEX II
Consolidated Adjusted Earnings
Excluded Transactions
Conseco, Inc.
Analysis of Special Charges
Four Quarters Ended December 31,
2001

                                          1Q01           2Q01            3Q01            4Q01            2001
                                    --------------------------------------------------------------------------------

Employment-Related                        (600,000)     4,968,600      4,745,126       2,350,000       11,463,726
Exit Costs/Restructuring                20,709,158      1,047,338        791,676       3,441,534       25,989,706
Advisory Fees                               86,275      2,044,264      1,512,020         144,034        3,786,593
Legal Fees                               4,382,435      3,100,000            -        26,748,986       34,231,421
Loss on Disposition of Asset             8,624,576      2,400,000            -               -         11,024,576
Outsourcing                                    -        2,454,000      4,372,000       3,798,000       10,624,000
Miscellaneous                              401,045        178,636        124,516      (2,539,550)      (1,835,353)
Amort. of deferred sales                       -              -        3,176,576             -          3,176,576
Valuation Adjustments                    6,000,000            -              -        (2,500,000)       3,500,000
                                    --------------------------------------------------------------------------------
                                        39,603,490     16,192,838     14,721,914      31,443,004      101,961,246

Less Cash Special Charges                   46,475     (6,467,182)    (5,852,042)            -        (12,272,749)
Cap on Special Charge Basket                   -              -              -       (12,115,401)     (12,115,401)
                                    --------------------------------------------------------------------------------

Sub-total - Accrued Special Charges     39,649,965      9,725,656      8,869,872      19,327,603       77,573,096

Income Taxes on Accrued Special
Charges                                (14,300,000)    (3,403,980)    (3,104,455)     (6,764,661)     (27,573,096)
                                    --------------------------------------------------------------------------------

Total Conseco, Inc. and
Subsidiaries Special Charges After
Tax                                     25,349,965      6,321,676      5,765,417      12,562,942       50,000,000
                                    ================================================================================
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Exhibit B
Form of Reaffirmation
March ___, 2002
Bank of America, N.A., as Administrative Agent 231 South LaSalle Street
Chicago, Illinois 60697
Attention: ________________
Re: First Stage Amendment and Agreement, dated March ___, 2002 (the "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), the financial institutions party thereto (collectively, the "Banks"), and Bank of America, N.A., as Administrative Agent (the "Administrative Agent")
Ladies and Gentlemen:
Reference is made to the Agreement. Capitalized terms used herein, unless otherwise defined herein, shall have the meaning assigned thereto in the Agreement.
This letter is intended to constitute the reaffirmation (this "Reaffirmation") of specified documents referenced in the Agreement, and, as such, is being delivered to satisfy the condition of Section 8.1(e) of the Agreement, which requires a reaffirmation of the agreements listed on Schedule I hereto (the "Reaffirmed Agreements") as a condition to the effectiveness of the Agreement. This letter is for the benefit of the Administrative Agent and the Banks.
Each of the parties hereto hereby reaffirm the Reaffirmed Agreements to which it is a party in each and every respect, including, without limitation, the validity of any and all of its obligations under each of the Reaffirmed Agreements including, without limitation, regardless of:
(a) any defense any borrower has, may have, or may otherwise assert with respect to his, her, or its liability for any loans or otherwise with respect to any other obligation any such borrower may have under the Credit Agreement (relating to refinancing of certain loans under that certain Credit Agreement, dated as of August 21, 1998), as amended, dated as of November 22, 2000, among the persons listed on the signature pages thereto, as Borrowers, the Banks and the Administrative Agent (the "Credit Agreement"), or any Loan Document relating thereto, including, without limitation, any defense asserted or that might be asserted by any such borrower as arising from:
(i) the execution, delivery and performance or non-performance by any party under of the September 22, 2000 Agreement,
(ii) the execution, delivery, and performance or non-performance by any party under the Credit Agreement,
(iii) the execution, delivery or non-performance by any party under any other Loan Document and/or
(iv) any aspect of the Plan, and/or
(b) any past, present, or future exercise or non-exercise by the Administrative Agent of any right, power and/or remedy against any borrower under the Credit Agreement (and/ or his, her, or its property), any Cash Collateral Deposits (as such term is defined in the September 22, 2000 Agreement), or CIHC (and/or its property).
Furthermore, each of the parties hereto hereby (a) confirms that it has requested the Administrative Agent and the Banks to enter into the Agreement and (b) acknowledges that the Administrative Agent and the Banks would not enter into the Agreement in the absence of its reaffirmation of the Reaffirmed Agreements and that the Administrative Agent and the Banks are thus relying upon such reaffirmation.
Each of the undersigned represents and warrants that he or she has been properly authorized to execute and deliver this Reaffirmation on behalf of Conseco, CIHC or CDOC, as applicable.
Finally, each of the undersigned acknowledge that each of the Administrative Agent, the Banks, and their respective successors and assigns shall be entitled to rely upon this Reaffirmation and that this Reaffirmation is governed by Illinois law.
[signatures follow]
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Very truly yours,
CONSECO, INC.
By:

Name:

Title:
CIHC, INCORPORATED
By:

Name:

Title:
CDOC, INC.
By:

Name:

Title:
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Schedule I
1. Guaranty, dated November 22, 2000, between Conseco, Inc. as Guarantor and Bank of America, National Association as Administrative Agent
2. Guaranty and Subordination Agreement, dated as of November 22, 2000, made by CIHC, Incorporated, as Guarantor and Subordinated Borrower, Conseco Inc. as Obligor and Subordinated Lender, in favor of Bank of America, National Association as Administrative Agent
3. Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000, among CDOC, Inc, Bank of America , National Association as Collateral Agent and Bank of America, National Association as Depositary Bank
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AMENDED AND RESTATED COLLATERAL AGREEMENT
AMENDED AND RESTATED COLLATERAL AGREEMENT, dated as of March 20, 2002, made by each of the signatories hereto (together with any other entity that may become a party hereto as provided herein, the "Grantors"), in favor of JPMORGAN CHASE BANK (formerly The Chase Manhattan Bank), as collateral agent (in such capacity, the "Collateral Agent") for the Secured Parties (as defined below).
W I T N E S S E T H:
WHEREAS, the Grantors are party to that certain Collateral Agreement (as amended, supplemented or otherwise modified from time to time, the "Existing Collateral Agreement"), dated as of May 30, 2000, in favor of The Chase Manhattan Bank (now known as JPMorgan Chase Bank), as collateral agent;
WHEREAS, pursuant to the Credit Agreement (as amended, supplemented or otherwise modified from time to time, the "Credit Agreement"), dated as of November 22, 2000, among the individual borrowers thereunder (the "Borrowers"), the banks and other financial institutions from time to time party thereto (the "Lenders") and The Chase Manhattan Bank (now known as JPMorgan Chase Bank), as administrative agent (in such capacity, the "Administrative Agent"), the Lenders agreed to refinance outstanding loans to the Borrowers in respect of the $144 Million D&O Facility;
WHEREAS, pursuant to the First Stage Amendment and Agreement Re: 1999 D&O Loans (the "1999 Amendment and Agreement"), dated as of the date hereof, the Lenders have agreed to consent to amend the Appendix;
WHEREAS, as a condition precedent to the obligation of the Lenders to enter into the 1999 Amendment and Agreement, the Grantors and the Collateral Agent have agreed to amend and restate the Existing Collateral Agreement on the terms and conditions herein set forth;
NOW, THEREFORE, in consideration of the mutual premises contained herein and for other good and valuable consideration and to satisfy the requirement referred to in the preceding paragraph, each Grantor hereby agrees with the Collateral Agent, for the ratable benefit of the Secured Parties, as follows:
SECTION 1.
DEFINED TERMS
SECTION 1.1 Definitions. (a) Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement, and the following terms are used herein as defined in the New York UCC: Certificated Security and Instruments.
(b) The following terms shall have the following meanings:
"Agreement": this Amended and Restated Collateral Agreement, as the same may be amended, supplemented or otherwise modified from time to time.
"Capital Stock": any and all shares, interests, participations or other equivalent (however designated) of capital stock of a corporation, any and all equivalent ownership interests in a Person (other than a corporation) and any and all warrants, rights or options to purchase any of the foregoing.
"CCM Stock": as defined in Section 4.4(b).
"CFC Pledged Note": the pledged note, dated as of September 22, 2000, made by Conseco Finance Corp. to CIHC, Incorporated in the stated principal amount of $1,460,799,080.
"CFC Preferred Stock": the 9% Cumulative Redeemable Preferred Stock issued by Conseco Finance Corp. to Conseco.
"CIHC": CIHC, Incorporated, a Delaware corporation, and a direct wholly owned Subsidiary of Conseco.
"Collateral": as defined in Section 2.
"Collateral Account": any collateral account established by the Collateral Agent as provided in Section 5.2.
"Default": any event or circumstance which, with the giving of notice, the lapse of time, or both, would (if not cured or otherwise remedied during such time) constitute a "Termination Event" as defined in the Guaranty.
"Event of Default": a "Termination Event" as defined in the Guaranty.
"Excluded Payments": shall mean (i) any redemption or other payment that reduces the outstanding stated value of the CFC Preferred Stock below $500,000,000 and (ii) any principal or other payment that reduces the outstanding principal amount of the CFC Pledged Note below the lesser of (A) $249,533,411 and (B) sum of (I) the amount of the Secured Obligations (net of any cash collateral pledged to secure the Secured Obligations pursuant to the Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000, as amended or the Cash Collateral Pledge Agreement, dated as of March 20, 2002) plus (II) $50,000,000.
"Grantor Obligations": with respect to any Grantor, all obligations and liabilities of such Grantor which may arise under or in connection with the Guaranty, this Agreement, the CIHC Guaranty or any other Loan Document to which such Grantor is a party, in each case whether on account of guarantee obligations, fees, indemnities, costs, expenses or otherwise (including, without limitation, all fees and disbursements of counsel to the Collateral Agent, the Administrative Agent or the Lenders that are required to be paid by such Grantor pursuant to the terms of the Credit Agreement or any other Loan Document).
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"Guaranty" shall mean the Guaranty, dated as of November 22, 2000, between Conseco, Inc., as Guarantor, and The Chase Manhattan Bank (now know as JPMorgan Chase Bank), as Administrative Agent, as amended, supplemented or otherwise modified from time to time.
"Holder Representative": (i) in respect of the Grantor Obligations, the Administrative Agent, (ii) in respect of the 1993 Indenture Obligations, the 1993 Indenture Trustee and (iii) in respect of the 1994 Indenture Obligations, the 1994 Indenture Trustee.
"Holders": collectively, (i) the holders of the 1993 Indenture Obligations (including, when the context permits, the 1993 Indenture Trustee acting on behalf of such holders) and (ii) the holders of the 1994 Indenture Obligations (including, when the context permits, the 1994 Indenture Trustee acting on behalf of such holders).
"Indentures": the collective reference to the 1993 Indenture and the 1994 Indenture.
"Investment Property": the collective reference to all Pledged Obligations and all Pledged Stock.
"Issuers": the collective reference to each issuer of any Investment Property.
"New York UCC": the Uniform Commercial Code as from time to time in effect in the State of New York.
"Pledged Obligations": all pledged notes listed on Schedule 2, and Indebtedness owing by CIHC or Conseco Finance to any Grantor together with any interest, fees and other amounts owing by CIHC or Conseco Finance to such Grantor in respect thereof.
"Pledged Stock": the shares of Capital Stock listed on Schedule 2, together with any other shares, stock certificates, options or rights of any nature whatsoever in respect of the Capital Stock of CIHC, Conseco Finance or Conseco Capital Management, Inc. that may be issued or granted to, or directly held by, any Grantor while this Agreement is in effect.
"Proceeds": all "proceeds" as such term is defined in Section 9-102 of the New York UCC and, in any event, shall include, without limitation, all dividends or other income from the Investment Property, collections thereon or distributions or payments with respect thereto.
"Public Debt Securities": collectively, (i) the 1993 Indenture Securities and (ii) the 1994 Indenture Securities.
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"Public Debt Trustees": collectively, (i) the 1993 Indenture Trustee and (ii) the 1994 Indenture Trustee.
"Secured Obligations": the collective reference to (a) the Grantor Obligations of each Grantor, (b) the 1993 Indenture Obligations, (c) the 1994 Indenture Obligations and (d) the Collateral Agent Fees (as defined in the Collateral Sharing Agreement).
"Secured Parties": the collective reference to (a) the Lenders, (b) the Administrative Agent and (c) the Collateral Agent.
"Securities Act": the Securities Act of 1933, as amended.
"Shared Collateral" shall mean the collective reference to (i) "Collateral" under and as defined in this Agreement and (ii) unless otherwise expressly provided therein, all other collateral under any other Shared Collateral Security Document.
"Shared Collateral Security Documents" shall mean (i) this Agreement and (ii) any other security document entered into by any Grantor in favor of the Collateral Agent that expressly provides that all or any portion of the collateral thereunder shall constitute "Shared Collateral" for the purposes of this Agreement.
"1993 Indenture Obligations": the unpaid principal of, and premium, if any, and interest on, the 1993 Indenture Securities (including, without limitation, interest accruing at the then applicable rate provided in the instruments governing the 1993 Indenture Securities after the maturity of the 1993 Indenture Securities and interest accruing at the then applicable rate provided in such instruments after the filing of any petition in bankruptcy, or the commencement of any insolvency, reorganization or like proceeding, whether or not a claim for post-filing or post-petition interest is allowed in such proceeding).
"1993 Indenture Securities": the securities issued pursuant to the 1993 Indenture.
"1993 Indenture Trustee": Shawmut Bank Connecticut, National Association, in its capacity as trustee under the 1993 Indenture, and any successor trustee appointed under the 1993 Indenture.
"1994 Indenture Obligations": the unpaid principal of, and premium, if any, and interest on, the 1994 Indenture Securities (including, without limitation, interest accruing at the then applicable rate provided in the instruments governing the 1994 Indenture Securities after the maturity of the 1994 Indenture Securities and interest accruing at the then applicable rate provided in such instruments after the filing of any petition in bankruptcy, or the commencement of any insolvency, reorganization or like proceeding, whether or not a claim for post-filing or post-petition interest is allowed in such proceeding).
"1994 Indenture Securities": the securities issued pursuant to the 1994 Indenture.
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"1994 Indenture Trustee": The Bank of New York (who assumed the responsibilities of LTCB Trust Company as of June 1, 1999), in its capacity as trustee under the 1994 Indenture, and any successor trustee appointed under the Indenture.
SECTION 1.2 Other Definitional Provisions. (a) The words "hereof," "herein", "hereto" and "hereunder" and words of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement, and Section and Schedule references are to this Agreement unless otherwise specified.
(b) The meanings given to terms defined herein shall be equally applicable to both the singular and plural forms of such terms.
(c) Where the context requires, terms relating to the Collateral or any part thereof, when used in relation to a Grantor, shall refer to such Grantor's Collateral or the relevant part thereof.
SECTION 2. GRANT OF SECURITY INTEREST
Each Grantor hereby assigns and transfers to the Collateral Agent, and hereby grants to the Collateral Agent, for the ratable benefit of the Secured Parties, a security interest in, all of the following property now owned or at any time hereafter acquired by such Grantor or in which such Grantor now has or at any time in the future may acquire any right, title or interest (collectively, the "Collateral"), as collateral security for the prompt and complete payment and performance when due (whether at the stated maturity, by acceleration or otherwise) of the Secured Obligations:
(a) all Investment Property;
(b) all books and records pertaining to the Collateral referred to in clauses (a) and (c) of this paragraph; and
(c) to the extent not otherwise included, all Proceeds and products of any and all of the foregoing and all collateral security and guarantees given by any Person with respect to any of the foregoing.
SECTION 3. REPRESENTATIONS AND WARRANTIES
Each Grantor hereby represents and warrants to the Collateral Agent that:
SECTION 3.1 Title; No Other Liens. Except for the security interest granted to the Collateral Agent for the ratable benefit of the Secured Parties pursuant to this Agreement, such Grantor owns each item of the Collateral free and clear of any and all Liens or claims of others. No financing statement or other public notice with respect to all or any part of the Collateral is on file or of record in any public office, except such as have been filed in favor of the Collateral Agent, for the ratable benefit of the Secured Parties, pursuant to this Agreement.
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SECTION 3.2 Perfected First Priority Liens. The security interests granted pursuant to this Agreement (a) upon completion of the filings and other actions specified on Schedule 3 (which, in the case of all filings and other documents referred to on said Schedule, have been delivered to the Collateral Agent in completed and duly executed form) will constitute valid perfected security interests in all of the Collateral in favor of the Collateral Agent, for the ratable benefit of the Secured Parties, as collateral security for the Secured Obligations, enforceable in accordance with the terms hereof against all creditors of such Grantor and any Persons purporting to purchase any Collateral from such Grantor and (b) are prior to all other Liens on the Collateral in existence on the date hereof.
SECTION 3.3 Investment Property. (a) The shares of Pledged Stock pledged by such Grantor hereunder constitute all the issued and outstanding shares of all classes of the Capital Stock of each Issuer owned by the Grantor.
(b) All the shares of the Pledged Stock have been duly and validly issued and are fully paid and nonassessable.
(c) Each of the Pledged Obligations constitutes the legal, valid and binding obligation of the obligor with respect thereto, enforceable in accordance with its terms, subject to the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other similar laws relating to or affecting creditors' rights generally, general equitable principles (whether considered in a proceeding in equity or at law) and an implied covenant of good faith and fair dealing.
(d) Such Grantor is the record and beneficial owner of, and has good and marketable title to, the Investment Property pledged by it hereunder, free of any and all Liens or options in favor of, or claims of, any other Person, except the security interest created by this Agreement.
SECTION 4. COVENANTS
Each Grantor covenants and agrees with the Collateral Agent that, from and after the date of this Agreement until the Grantor Obligations shall have been paid in full:
SECTION 4.1 Delivery of Instruments and Certificated Securities. If any amount payable under or in connection with any of the Collateral shall be or become evidenced by any Instrument or Certificated Security, such Instrument or Certificated Security shall be immediately delivered to the Collateral Agent, duly indorsed in a manner satisfactory to the Collateral Agent, to be held as Collateral pursuant to this Agreement.
SECTION 4.2 Payment of Obligations. Such Grantor will pay and discharge or otherwise satisfy at or before maturity or before they become delinquent, as the case may be, all taxes, assessments and governmental charges or levies imposed upon the Collateral or in respect of income or profits therefrom, as well as all claims of any kind (including, without limitation, claims for labor, materials and supplies) against or with respect to the Collateral, except that no such charge need be paid if the amount or validity thereof is currently being contested in good faith by appropriate proceedings, reserves in conformity with GAAP with respect thereto have been provided on the books of such Grantor and such proceedings could not reasonably be expected to result in a Material Adverse Effect.
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SECTION 4.3 Maintenance of Perfected Security Interest; Further Documentation. (a) Such Grantor shall maintain the security interest created by this Agreement as a perfected security interest having the priority described in
Section 3.2 and shall defend such security interest against the claims and demands of all Persons whomsoever.
(b) At any time and from time to time, upon the written request of the Collateral Agent, and at the sole expense of such Grantor, such Grantor will promptly and duly execute and deliver, and have recorded, such further instruments and documents and take such further actions as the Collateral Agent may reasonably request for the purpose of obtaining or preserving the full benefits of this Agreement and of the rights and powers herein granted, including, without limitation, (i) filing any financing or continuation statements under the Uniform Commercial Code (or other similar laws) in effect in any jurisdiction with respect to the security interests created hereby and
(ii) in the case of Investment Property and any other relevant Collateral, taking any actions necessary to enable the Collateral Agent to obtain "control" (within the meaning of the applicable Uniform Commercial Code) with respect thereto.
SECTION 4.4 Investment Property. (a) If such Grantor shall become entitled to receive or shall receive any stock certificate (including, without limitation, any certificate representing a stock dividend (but excluding any pay-in-kind dividend on the CFC Preferred Stock so long as no Default or Event of Default is in existence) or a distribution in connection with any reclassification, increase or reduction of capital or any certificate issued in connection with any reorganization), option or rights in respect of the Capital Stock of any Issuer, whether in addition to, in substitution of, as a conversion of, or in exchange for, any shares of the Pledged Stock, or otherwise in respect thereof, such Grantor shall accept the same as the agent of the Collateral Agent and the other Secured Parties, hold the same in trust for the Collateral Agent and the other Secured Parties and deliver the same forthwith to the Collateral Agent in the exact form received, duly indorsed by such Grantor to the Collateral Agent, if required, together with an undated stock power covering such certificate duly executed in blank by such Grantor and with, if the Collateral Agent so requests, signature guaranteed, to be held by the Collateral Agent, subject to the terms hereof, as additional collateral security for the Secured Obligations. Any sums paid upon or in respect of the Investment Property upon the liquidation or dissolution of any Issuer (except to the extent set forth in Section 4.4(b) in respect of the CCM Stock) shall be paid over to the Collateral Agent to be held by it hereunder as additional collateral security for the Secured Obligations, and in case any distribution of capital shall be made on or in respect of the Investment Property or any property shall be distributed upon or with respect to the Investment Property pursuant to the recapitalization or reclassification of the capital of any Issuer or pursuant to the reorganization thereof, the property so distributed shall, unless otherwise subject to a perfected security interest in favor of the Collateral Agent, be delivered to the Collateral Agent to be held by it hereunder as additional collateral security for the Secured Obligations. If any sums of money or property so paid or distributed in respect of the Investment Property shall be received by such Grantor, such Grantor shall, until such money or property is paid or delivered to the Collateral Agent, hold such money or property in trust for the Collateral Agent and the other Secured Parties, segregated from other funds of such Grantor, as additional collateral security for the Secured Obligations.
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(b) Without the prior written consent of the Collateral Agent, such Grantor will not (i) vote to enable, or take any other action to permit, any Issuer to issue any stock or other equity securities of any nature or to issue any other securities convertible into or granting the right to purchase or exchange for any stock or other equity securities of any nature of any Issuer, excluding any issuance (A) for fair value as determined by the Board of Directors of such Grantor and (B) pursuant to the warrant issued on May 11, 2000 to Lehman Brothers Holdings Inc. in respect of up to 5% of the common stock of Conseco Finance, (ii) sell, assign, transfer, exchange, or otherwise dispose of, or grant any option or waive any rights with respect to, the Investment Property thereof (except (x) pursuant to the warrant issued on May 11, 2000 to Lehman Brothers Holdings Inc. in respect of up to 5% of the common stock of Conseco Finance, (y) the common stock issued by Conseco Capital Management, Inc. (the "CCM Stock") held by Conseco, Inc. described on Schedule 2 hereto so long as no Default or Event of Default is in existence or would result therefrom and (z) to the extent permitted by Section 5.1(a)(i)), (iii) create, incur or permit to exist any Lien or option in favor of, or any claim of any Person with respect to, any of the Investment Property or Proceeds thereof, or any interest therein, except for the security interests created by this Agreement or any security interest securing additional indebtedness of Conseco or any of its Subsidiaries sharing equally and ratably in the Shared Collateral at the request of Conseco and consented to by the Collateral Agent in accordance with Section 6.3 of the Collateral Sharing Agreement or (iv) enter into any agreement or undertaking restricting the right or ability of such Grantor or the Collateral Agent to sell, assign or transfer any of the Investment Property or Proceeds thereof.
(c) In the case of each Grantor which is an Issuer, such Issuer agrees that (i) it will be bound by the terms of this Agreement relating to the Investment Property issued by it and will comply with such terms insofar as such terms are applicable to it, (ii) it will notify the Collateral Agent promptly in writing of the occurrence of any of the events described in Section 4.4(a) with respect to the Investment Property issued by it and (iii) the terms of Sections 5.1(c) and 5.5 shall apply to it, mutatis mutandis, with respect to all actions that may be required of it pursuant to Section 5.1(c) or 5.5 with respect to the Investment Property issued by it.
(d) Such Grantor shall not make any Excluded Payment.
SECTION 5. REMEDIAL PROVISIONS
SECTION 5.1 Investment Property. (a) Unless an Event of Default shall have occurred and be continuing and the Collateral Agent shall have given notice to the Grantor of the Collateral Agent's intent to exercise its corresponding rights pursuant to Section 5.1(b), each Grantor shall be permitted to (i) receive all cash and pay-in-kind dividends and redemption payments paid in respect of the Pledged Stock and all payments of principal and interest made in respect of the Pledged Obligations, in each case paid in the normal course of business of the relevant Issuer, to the extent permitted by the Loan Documents; provided that at no time shall any Grantor permit to be paid or receive any Excluded Payment, and (ii) to exercise all voting and corporate rights with respect to the Investment Property; provided, however, that no vote shall be cast or corporate right exercised or other action taken which would be inconsistent with or result in any violation of any provision of this Agreement or any other Loan Document.
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(b) If an Event of Default shall occur and be continuing and the Collateral Agent shall give notice of its intent to exercise such rights to the relevant Grantor or Grantors, (i) the Collateral Agent shall have the right to receive any and all cash dividends, payments or other Proceeds paid in respect of the Investment Property and make application thereof to the Secured Obligations in the order specified in the Collateral Sharing Agreement, and (ii) any or all of the Investment Property shall be registered in the name of the Collateral Agent or its nominee, and the Collateral Agent or its nominee may thereafter exercise (x) (if, in addition, all of the Liabilities shall be due and payable) all voting, corporate and other rights pertaining to such Investment Property at any meeting of shareholders of the relevant Issuer or Issuers or otherwise and (y) any and all rights of conversion, exchange and subscription and any other rights, privileges or options pertaining to such Investment Property as if it were the absolute owner thereof (including, without limitation, the right to exchange at its discretion any and all of the Investment Property upon the merger, consolidation, reorganization, recapitalization or other fundamental change in the corporate structure of any Issuer, or upon the exercise by any Grantor or the Collateral Agent of any right, privilege or option pertaining to such Investment Property, and in connection therewith, the right to deposit and deliver any and all of the Investment Property with any committee, depositary, transfer agent, registrar or other designated agency upon such terms and conditions as the Collateral Agent may determine), all without liability except to account for property actually received by it, but the Collateral Agent shall have no duty to any Grantor to exercise any such right, privilege or option and shall not be responsible for any failure to do so or delay in so doing.
(c) Each Grantor hereby authorizes and instructs each Issuer of any Investment Property pledged by such Grantor hereunder to (i) comply with any instruction received by it from the Collateral Agent in writing that (x) states that an Event of Default has occurred and is continuing and (y) is otherwise in accordance with the terms of this Agreement, without any other or further instructions from such Grantor, and each Grantor agrees that each Issuer shall be fully protected in so complying, and (ii) unless otherwise expressly permitted hereby, pay any dividends or other payments with respect to the Investment Property directly to the Collateral Agent.
(d) Notwithstanding the foregoing, neither Collateral Agent nor its nominee may exercise any voting, corporate or other rights of control pertaining to such Investment Property at any meeting of shareholders of the relevant Issuer or Issuers (or any of their respective Subsidiaries or affiliates) or otherwise (i) unless and until it has received any and all material consents or approvals required for such exercise from any regulatory or governmental agency (including, but not limited to, insurance, banking and gaming commissions or agencies) having jurisdiction with respect to the Grantor or the Issuer (or any of their respective Subsidiaries or affiliates) or (ii) if to do so would violate any material statute, law, rule or regulation governing the ownership, change of ownership, control, or change of control of such Grantor or Issuer (or any of their respective Subsidiaries or affiliates).
SECTION 5.2 Proceeds to be Turned Over To Collateral Agent. If an Event of Default shall occur and be continuing or, in the case of any Excluded Payments, whether or not an Event of Default shall have occurred and be continuing, all Proceeds shall be held by such Grantor or any of its Subsidiaries in trust for the Collateral Agent and the other Secured Parties, segregated from other funds of a Grantor or Subsidiary, and shall, forthwith
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upon receipt by such Grantor or Subsidiary, be turned over to the Collateral Agent in the exact form received by such Grantor or Subsidiary (duly indorsed by such Grantor or Subsidiary to the Collateral Agent, if required). All Proceeds received by the Collateral Agent hereunder shall be held by the Collateral Agent in a Collateral Account maintained under its sole dominion and control. All Proceeds while held by the Collateral Agent in a Collateral Account (or by such Grantor or Subsidiary in trust for the Collateral Agent and the other Secured Parties) shall continue to be held as collateral security for all the Secured Obligations and shall not constitute payment thereof until applied as provided in Section 5.3.
SECTION 5.3 Application of Proceeds. At such intervals as may be agreed upon by Conseco and the Collateral Agent, the Collateral Agent may, or, if an Event of Default shall have occurred and be continuing, the Collateral Agent shall, promptly apply all or any part of Proceeds held in any Collateral Account in payment of the Secured Obligations in the order specified in the Collateral Sharing Agreement.
SECTION 5.4 Code and Other Remedies. If an Event of Default shall occur and be continuing, the Collateral Agent, on behalf of the Secured Parties, may exercise, in addition to all other rights and remedies granted to them in this Agreement and in any other instrument or agreement securing, evidencing or relating to the Secured Obligations, all rights and remedies of a secured party under the New York UCC or any other applicable law. Without limiting the generality of the foregoing, the Collateral Agent, without demand of performance or other demand, presentment, protest, advertisement or notice of any kind (except any notice required by law referred to below) to or upon any Grantor or any other Person (all and each of which demands, defenses, advertisements and notices are hereby waived), may in such circumstances forthwith collect, receive, appropriate and realize upon the Collateral, or any part thereof, and/or may forthwith sell, lease, assign, give option or options to purchase, or otherwise dispose of and deliver the Collateral or any part thereof (or contract to do any of the foregoing), in one or more parcels at public or private sale or sales, at any exchange, broker's board or office of the Collateral Agent or any other Secured Party or elsewhere upon such terms and conditions as it may deem advisable and at such prices as it may deem best, for cash or on credit or for future delivery without assumption of any credit risk. The Collateral Agent or any other Secured Party shall have the right upon any such public sale or sales, and, to the extent permitted by law, upon any such private sale or sales, to purchase the whole or any part of the Collateral so sold, free of any right or equity of redemption in any Grantor, which right or equity is hereby waived and released. Each Grantor further agrees, at the Collateral Agent's request, to assemble the Collateral and make it available to the Collateral Agent at places which the Collateral Agent shall reasonably select, whether at such Grantor's premises or elsewhere. The Collateral Agent shall apply the net proceeds of any action taken by it pursuant to this Section 5.4, after deducting all reasonable costs and expenses of every kind incurred in connection therewith or incidental to the care or safekeeping of any of the Collateral or in any way relating to the Collateral or the rights of the Collateral Agent and the other Secured Parties hereunder, including, without limitation, reasonable attorneys' fees and disbursements, to the payment in whole or in part of the Secured Obligations, in the order specified in the Collateral Sharing Agreement, and only after such application and after the payment by the Collateral Agent of any other amount required by any provision of law, including, without limitation, Section 9-615(a)(3) of the New York UCC, need the Collateral Agent account for the
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surplus, if any, to any Grantor. To the extent permitted by applicable law, each Grantor waives all claims, damages and demands it may acquire against the Collateral Agent or any other Secured Party arising out of the exercise by them of any rights hereunder. A notice of a proposed sale or other disposition of a substantial portion of the Collateral shall be required, and such notice shall be deemed reasonable and proper if given at least 20 days before such sale or other disposition.
SECTION 5.5 Registration Rights. (a) If the Collateral Agent shall determine to exercise its right to sell any or all of the Pledged Stock pursuant to Section 5.4, and if in the opinion of the Collateral Agent it is necessary or advisable to have the Pledged Stock, or that portion thereof to be sold, registered under the provisions of the Securities Act, the relevant Grantor will cause the Issuer thereof to (i) execute and deliver, and cause the directors and officers of such Issuer to execute and deliver, all such instruments and documents, and do or cause to be done all such other acts as may be, in the opinion of the Collateral Agent, necessary or advisable to register the Pledged Stock, or that portion thereof to be sold, under the provisions of the Securities Act, (ii) use its best efforts to cause the registration statement relating thereto to become effective and to remain effective for a period of one year from the date of the first public offering of the Pledged Stock, or that portion thereof to be sold, and (iii) make all amendments thereto and/or to the related prospectus which, in the opinion of the Collateral Agent, are necessary or advisable, all in conformity with the requirements of the Securities Act and the rules and regulations of the Securities and Exchange Commission applicable thereto. Each Grantor agrees to cause such Issuer to comply with the provisions of the securities or "Blue Sky" laws of any and all jurisdictions which the Collateral Agent shall designate and to make available to its security holders, as soon as practicable, an earnings statement (which need not be audited) which will satisfy the provisions of Section 11(a) of the Securities Act.
(b) Each Grantor recognizes that the Collateral Agent may be unable to effect a public sale of any or all the Pledged Stock, by reason of certain prohibitions contained in the Securities Act and applicable state securities laws or otherwise, and may be compelled to resort to one or more private sales thereof to a restricted group of purchasers which will be obliged to agree, among other things, to acquire such securities for their own account for investment and not with a view to the distribution or resale thereof. Each Grantor acknowledges and agrees that any such private sale may result in prices and other terms less favorable than if such sale were a public sale and, notwithstanding such circumstances, agrees that any such private sale shall be deemed to have been made in a commercially reasonable manner. The Collateral Agent shall be under no obligation to delay a sale of any of the Pledged Stock for the period of time necessary to permit the Issuer thereof to register such securities for public sale under the Securities Act, or under applicable state securities laws, even if such Issuer would agree to do so.
(c) Each Grantor agrees to use its best efforts to do or cause to be done all such other acts as may be necessary to make such sale or sales of all or any portion of the Pledged Stock pursuant to this Section 5.5 valid and binding and in compliance with any and all other applicable laws, rules or regulations. Each Grantor further agrees that a breach of any of the covenants contained in this Section 5.5 will cause irreparable injury to the Collateral Agent and the other Secured Parties, that the Collateral Agent and the other Secured Parties have no adequate remedy at law in respect of such breach and, as a consequence, that each and every covenant contained in this Section 5.5 shall be specifically enforceable against such Grantor, and such Grantor hereby waives and agrees not to assert any defenses against an action for specific performance of such covenants. In exercising its rights hereunder, the Collateral Agent will
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make a good faith effort to share access to the books and records that constitute Collateral with the applicable Grantor to the extent necessary to enable the Grantor to continue to conduct its business.
SECTION 5.6 Waiver; Deficiency. Each Grantor shall remain liable for any deficiency if the proceeds of any sale or other disposition of the Collateral are insufficient to pay the Secured Obligations and the fees and disbursements of any attorneys employed by the Collateral Agent or any other Secured Party to collect such deficiency.
SECTION 6. THE COLLATERAL AGENT
SECTION 6.1 Collateral Agent's Appointment as Attorney-in-Fact, etc.
(a) Each Grantor hereby irrevocably constitutes and appoints the Collateral Agent and any officer or agent thereof, with full power of substitution, as its true and lawful attorney-in-fact with full irrevocable power and authority in the place and stead of such Grantor and in the name of such Grantor or in its own name, for the purpose of carrying out the terms of this Agreement, to take any and all appropriate action and to execute any and all documents and instruments which may be necessary or desirable to accomplish the purposes of this Agreement, and, without limiting the generality of the foregoing, each Grantor hereby gives the Collateral Agent the power and right, on behalf of such Grantor, without notice to or assent by such Grantor, to do any or all of the following:
(i) in the name of such Grantor or its own name, or otherwise, take possession of and indorse and collect any checks, drafts, notes, acceptances or other instruments for the payment of moneys due with respect to any Collateral and file any claim or take any other action or proceeding in any court of law or equity or otherwise deemed appropriate by the Collateral Agent for the purpose of collecting any and all such moneys due with respect to any Collateral whenever payable;
(ii) pay or discharge taxes and Liens levied or placed on or threatened against the Collateral, effect any repairs or any insurance called for by the terms of this Agreement and pay all or any part of the premiums therefor and the costs thereof;
(iii) execute, in connection with any sale provided for in Section 5.4 or 5.5, any indorsements, assignments or other instruments of conveyance or transfer with respect to the Collateral; and
(iv) (1) direct any party liable for any payment under any of the Collateral to make payment of any and all moneys due or to become due thereunder directly to the Collateral Agent or as the Collateral Agent shall direct; (2) ask or demand for, collect, and receive payment of and receipt for, any and all moneys, claims and other amounts due or to become due at any time in respect of or arising out of any Collateral; (3) commence and prosecute any suits, actions or proceedings at law or in equity in any court of competent jurisdiction to collect the Collateral
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or any portion thereof and to enforce any other right in respect of any Collateral; (4) defend any suit, action or proceeding brought against such Grantor with respect to any Collateral; (5) settle, compromise or adjust any such suit, action or proceeding and, in connection therewith, give such discharges or releases as the Collateral Agent may deem appropriate; and (6) generally, sell, transfer, pledge and make any agreement with respect to or otherwise deal with any of the Collateral as fully and completely as though the Collateral Agent were the absolute owner thereof for all purposes, and do, at the Collateral Agent's option and such Grantor's expense, at any time, or from time to time, all acts and things which the Collateral Agent deems necessary to protect, preserve or realize upon the Collateral and the Collateral Agent's and the other Secured Parties' security interests therein and to effect the intent of this Agreement, all as fully and effectively as such Grantor might do.
Anything in this Section 6.1(a) to the contrary notwithstanding, the Collateral Agent agrees that it will not exercise any rights under the power of attorney provided for in this Section 6.1(a) unless an Event of Default shall have occurred and be continuing.
(b) If any Grantor fails to perform or comply with any of its agreements contained herein, the Collateral Agent, at its option, but without any obligation so to do, may perform or comply, or otherwise cause performance or compliance, with such agreement.
(c) The expenses of the Collateral Agent incurred in connection with actions undertaken as provided in this Section 6.1, together with interest thereon at a rate per annum equal to the rate per annum at which interest would then be payable on past due Base Rate Loans under the Credit Agreement, from the date of payment by the Collateral Agent to the date reimbursed by the relevant Grantor, shall be payable by such Grantor to the Collateral Agent on demand.
(d) Each Grantor hereby ratifies all that said attorneys shall lawfully do or cause to be done by virtue hereof. All powers, authorizations and agencies contained in this Agreement are coupled with an interest and are irrevocable until this Agreement is terminated and the security interests created hereby are released.
SECTION 6.2 Duty of Collateral Agent. The Collateral Agent's sole duty with respect to the custody, safekeeping and physical preservation of the Collateral in its possession, under Section 9-207 of the New York UCC or otherwise, shall be to deal with it in the same manner as the Collateral Agent deals with similar property for its own account. Neither the Collateral Agent, any other Secured Party nor any of their respective officers, directors, employees or agents shall be liable for failure to demand, collect or realize upon any of the Collateral or for any delay in doing so or shall be under any obligation to sell or otherwise dispose of any Collateral upon the request of any Grantor or any other Person or to take any other action whatsoever with regard to the Collateral or any part thereof. The powers conferred on the Collateral Agent and the other Secured Parties hereunder are solely to protect the Collateral Agent's and the other Secured Parties' interests in the Collateral and shall not impose any duty upon the Collateral Agent or any other Secured Party to exercise any such powers. The Collateral Agent and the other Secured Parties shall be accountable only for amounts that they actually receive
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as a result of the exercise of such powers, and neither they nor any of their officers, directors, employees or agents shall be responsible to any Grantor for any act or failure to act hereunder, except for their own gross negligence or willful misconduct. The Collateral Agent will act in good faith towards each of the Holder Representatives in carrying out its duties and responsibilities under this Agreement and any Shared Collateral Security Document, including executing and delivering any documents reasonably requested to be so executed and delivered pursuant to either Indenture.
SECTION 6.3 Execution of Financing Statements. Pursuant to Section 9-402 of the New York UCC and any other applicable law, each Grantor authorizes the Collateral Agent to file or record financing statements and other filing or recording documents or instruments with respect to the Collateral without the signature of such Grantor in such form and in such offices as the Collateral Agent determines appropriate to perfect the security interests of the Collateral Agent under this Agreement. A photographic or other reproduction of this Agreement shall be sufficient as a financing statement or other filing or recording document or instrument for filing or recording in any jurisdiction.
SECTION 6.4 Authority of Collateral Agent. Each Grantor and each Secured Party by accepting the benefits of this Agreement acknowledges that the rights and responsibilities of the Collateral Agent under this Agreement with respect to any action taken by the Collateral Agent or the exercise or non-exercise by the Collateral Agent of any option, voting right, request, judgment or other right or remedy provided for herein or resulting or arising out of this Agreement shall, as between the Collateral Agent and the other Secured Parties, be governed by the Credit Agreement, the Collateral Sharing Agreement and such other agreements with respect thereto as may exist from time to time among them, but, as between the Collateral Agent and the Grantors, the Collateral Agent shall be conclusively presumed to be acting as agent for the Secured Parties with full and valid authority so to act or refrain from acting, and no Grantor or Secured Party shall be under any obligation, or entitlement, to make any inquiry respecting such authority.
SECTION 7. MISCELLANEOUS
SECTION 7.1 Amendments. None of the terms or provisions of this Agreement may be waived, amended, supplemented or otherwise modified except in accordance with Section 6.3 of the Collateral Sharing Agreement.
SECTION 7.2 Notices. All notices, requests and demands to or upon the Collateral Agent or any Grantor hereunder shall be effected in the manner provided for in Section 6.1 of the Collateral Sharing Agreement; provided that any such notice, request or demand to or upon any Grantor shall be addressed to such Grantor at its notice address set forth on Schedule 1 and that any such notice, request or demand to or upon the Collateral Agent shall be addressed to the Collateral Agent at its notice address set forth in the Collateral Sharing Agreement.
SECTION 7.3 No Waiver by Course of Conduct; Cumulative Remedies. Neither the Collateral Agent nor any other Secured Party shall by any act
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(except by a written instrument pursuant to Section 7.1), delay, indulgence, omission or otherwise be deemed to have waived any right or remedy hereunder or to have acquiesced in any Default or Event of Default. No failure to exercise, nor any delay in exercising, on the part of the Collateral Agent or any other Secured Party, any right, power or privilege hereunder shall operate as a waiver thereof. No single or partial exercise of any right, power or privilege hereunder shall preclude any other or further exercise thereof or the exercise of any other right, power or privilege. A waiver by the Collateral Agent or any other Secured Party of any right or remedy hereunder on any one occasion shall not be construed as a bar to any right or remedy which the Collateral Agent or such Secured Party would otherwise have on any future occasion. The rights and remedies herein provided are cumulative, may be exercised singly or concurrently and are not exclusive of any other rights or remedies provided by law.
SECTION 7.4 Enforcement Expenses; Indemnification. (a) Each Grantor agrees to pay or reimburse the Collateral Agent for all its costs and expenses incurred in enforcing or preserving any rights under this Agreement and the other Loan Documents to which such Grantor is a party, including, without limitation, the fees and disbursements of counsel (including the allocated fees and expenses of in-house counsel) to the Collateral Agent.
(b) Each Grantor agrees to pay, and to save the Collateral Agent and the other Secured Parties harmless from, any and all liabilities with respect to, or resulting from any delay in paying, any and all stamp, excise, sales or other taxes which may be payable or determined to be payable with respect to any of the Collateral or in connection with any of the transactions contemplated by this Agreement.
(c) Each Grantor agrees to pay, and to save the Collateral Agent and the other Secured Parties harmless from, any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever with respect to the execution, delivery, enforcement, performance and administration of this Agreement to the extent provided in Sections 7.1 and 7.2 of the Guaranty.
(d) The agreements in this Section 7.4 shall survive repayment of the Secured Obligations and all other amounts payable under the Credit Agreement and the other Loan Documents.
SECTION 7.5 Successors and Assigns. This Agreement shall be binding upon the successors and assigns of each Grantor and shall inure to the benefit of the Collateral Agent and the other Secured Parties and their successors and assigns; provided that no Grantor may assign, transfer or delegate any of its rights or obligations under this Agreement without the prior written consent of the Collateral Agent.
SECTION 7.6 Counterparts. This Agreement may be executed by one or more of the parties to this Agreement on any number of separate counterparts (including by telecopy), and all of said counterparts taken together shall be deemed to constitute one and the same instrument.
SECTION 7.7 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction,
15
be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.
SECTION 7.8 Section Headings. The Section headings used in this Agreement are for convenience of reference only and are not to affect the construction hereof or be taken into consideration in the interpretation hereof.
SECTION 7.9 Integration. This Agreement and the other Loan Documents represent the agreement of the Grantors, the Collateral Agent and the other Secured Parties with respect to the subject matter hereof and thereof, and there are no promises, undertakings, representations or warranties by the Collateral Agent or any other Secured Party relative to subject matter hereof and thereof not expressly set forth or referred to herein or in the other Loan Documents.
SECTION 7.10 GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.
SECTION 7.11 Acknowledgments. Each Grantor hereby acknowledges that:
(a) it has been advised by counsel in the negotiation, execution and delivery of this Agreement and the other Loan Documents to which it is party;
(b) neither the Collateral Agent nor any other Secured Party has any fiduciary relationship with or duty to any Grantor arising out of or in connection with this Agreement or any of the other Loan Documents, and the relationship between the Grantors, on the one hand, and the Collateral Agent and the other Secured Parties, on the other hand, in connection herewith or therewith is solely that of debtor and creditor; and
(c) no joint venture is created hereby or by the other Loan Documents or otherwise exists by virtue of the transactions contemplated hereby or thereby among the Secured Parties or among the Grantors and the Secured Parties.
SECTION 7.12 Releases. (a) At such time as (i) Conseco has delivered to the Collateral Agent a written request to do so and a Grantor or a designee shall have paid or purchased all of the Loans and all Liabilities owed to the Lenders (excluding a Grantor or its designee) have been paid or purchased in full in cash or (ii) the Grantor Obligations and any fees and other amounts owed to the Collateral Agent shall have been paid in full in cash (so long as at such time (A) the payment of any of the other Secured Obligations has not been accelerated and (B) a payment default in respect of the principal or interest of such Secured Obligations shall not have occurred and be continuing), and the Administrative Agent on behalf of the Lenders has so instructed the Collateral Agent in writing, the Collateral shall be released from the Liens created hereby, and this Agreement and all obligations (other than those expressly stated to survive such termination) of the Collateral Agent and each Grantor hereunder shall terminate, all without delivery of any instrument or performance of any act by any party, and all rights to the Collateral shall revert to the Grantors. At the request and sole expense of any Grantor following any such termination, the Collateral Agent shall deliver to such Grantor any Collateral
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held by the Collateral Agent hereunder, and execute and deliver to such Grantor such documents as such Grantor shall reasonably request to evidence such termination. In addition, the Collateral Agent shall release the Collateral upon directions from the Administrative Agent as provided in Section 6.9 of the Collateral Sharing Agreement.
(b) If the CCM Stock shall be sold, transferred or otherwise disposed of by any Grantor in a transaction permitted hereby, then the Collateral Agent, at the request and sole expense of such Grantor, shall execute and deliver to such Grantor all releases or other documents reasonably necessary or desirable for the release of the Liens created hereby on such Collateral.
(c) The Collateral Agent will, at any time, upon the written instruction of the Administrative Agent, at the sole expense of the relevant Grantor, execute and deliver to the relevant Grantor all releases or other documents reasonably necessary or desirable for the release of the Liens created hereby on the Collateral specified by the Administrative Agent in such instruction.
(d) By acceptance of the benefits hereof, each Secured Party acknowledges and consents to the provisions of this Section 7.12, agrees that the Collateral Agent shall incur no liability whatsoever to any Secured Party for any release effected by the Collateral Agent in accordance with this Section 7.12 and agrees that the Administrative Agent shall incur no liability whatsoever to any Secured Party for any release directed or consented to by it, other than as otherwise expressly agreed to in writing.
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IN WITNESS WHEREOF, each of the undersigned has caused this Amended and Restated Collateral Agreement to be duly executed and delivered as of the date first above written.
CONSECO, INC.

By:  /s/James S. Adams
    --------------------------------------
Name:   James S. Adams
Title:  Senior Vice President, Chief
        Accounting Officer and Treasurer

STATE OF INDIANA           )
                           ) ss:
COUNTY OF HAMILTON         )

On the 20th day of March in the year 2002, before me, the undersigned, personally appeared James S. Adams, personally known to me or proved to me on the basis of satisfactory evidence to be the individual whose name is subscribed to the within instrument and acknowledged to me that he/she executed the same in his/her capacity, and that by his/her signature on the instrument, the individual, or the person upon behalf of which the individual acted, executed the instrument.

                                      /s/Marilyn Mortensen
                                      ------------------------------------
                                      Notary Public
My Commission Expires:

MARILYN MORTENSEN, NOTARY PUBLIC
RESIDENT OF: HAMILTON COUNTY
MY COMMISSION EXPIRES 10/29/09
CIHC, INCORPORATED

By:  /s/William T. Devanney, Jr.
    -------------------------------------
Name:  William T. Devanney, Jr.
Title: Senior Vice President, Corporate Taxes

STATE OF INDIANA           )
                           ) ss:
COUNTY OF HAMILTON         )

On the 20th day of March in the year 2002, before me, the undersigned, personally appeared William T. Devanney, personally known to me or proved to me on the basis of satisfactory evidence to be the individual whose name is subscribed to the within instrument and acknowledged to me that he/she executed the same in his/her capacity, and that by his/her signature on the instrument, the individual, or the person upon behalf of which the individual acted, executed the instrument.

                                       /s/Marilyn Mortensen
                                       ----------------------------------
                                       Notary Public
My Commission Expires:

MARILYN MORTENSEN, NOTARY PUBLIC
RESIDENT OF: HAMILTON COUNTY
MY COMMISSION EXPIRES 10/29/09
Schedule 1
NOTICE ADDRESSES OF GRANTORS
Conseco, Inc.
11825 North Pennsylvania Street
Carmel, Indiana 46032
CIHC, Incorporated
1201 Orange Street
Wilmington, Delaware 19801
 
Schedule 2
DESCRIPTION OF INVESTMENT PROPERTY
Pledged Stock:

                                                                       Stock                          Percent of
                                                                       Certificate     Number of      Outstanding
Issuer                         Holder             Class of Stock       Number          Shares         Shares
------                         ------             --------------       -----------     ---------      -----------

CIHC, Incorporated             Conseco, Inc.      Common                    2              1,000           99.9%

                                                  1994 Series             002             963.61             .9%
                                                  Preferred               007            125.269             .1%

                                                  $2.32 Redeemable        P-2            940,000             78%
                                                  Cumulative
                                                  Preferred

Conseco Finance                CIHC,              Common                  005                1.5            1.5%
Corp                           Incorporated                               006              101.5           98.5%

Conseco Capital                Conseco, Inc.      Common                    2                100            100%
Management, Inc.

Conseco Finance Corp.          Conseco, Inc.      9%                        1A               750            100%
                                                  Redeemable
                                                  Cumulative
                                                  Preferred
                                                  (Stated Value -
                                                  $1,000,000 per
                                                  share)

 
Pledged Obligations:

                                                     Stated Principal      Approximate
                                                     Amount of             Amount
Payor                            Payee               Note                  Outstanding          Date of Note
------------------------         -------------       ----------------      --------------       -------------

CIHC, Incorporated (as           Conseco, Inc.         $400,000,000        $365,000,000          Nov. 27, 1996
successor to Bankers Life
Holding Corporation)

CIHC, Incorporated (as           Conseco, Inc.          $79,798,865.71      $79,798,865.71       Jan. 1, 1998
successor to American Life
Holding Company)

CIHC, Incorporated (as           Conseco, Inc.          $36,000,000         $36,000,000          May 26, 2000
successor to American Life
Holding Company)

CIHC, Incorporated               Conseco, Inc.       $4,000,000,000        $260,887,947          May 26, 2000

Conseco Finance Corp.            CIHC,               $1,460,799,080        $249,533,411          Sep. 22, 2000
                                 Incorporated.

Schedule 3
FILINGS AND OTHER ACTIONS
REQUIRED TO PERFECT SECURITY INTERESTS
Actions with respect to Pledged Stock and Pledged Obligations
By (i) delivery of any certificates in respect of the Pledged Stock and Pledged Obligations together with undated stock powers, in respect of the Pledged Stock, and, note powers, in respect of the Pledged Obligations, in each case, undated and executed in blank and (ii) possession by the Administrative Agent of the same.
UCC filings:
Conseco, Inc.
Secretary of State, Indiana
CIHC, Incorporated
Secretary of State, Delaware
ACKNOWLEDGMENT AND CONSENT
The undersigned hereby acknowledges receipt of a copy of the Amended and Restated Collateral Agreement dated as of March [__], 2002 (the "Agreement"), made by the Grantors parties thereto for the benefit of JPMorgan Chase Bank, as Collateral Agent. The undersigned agrees for the benefit of the Collateral Agent and the other Secured Parties as follows:
(a) The undersigned will be bound by the terms of the Agreement and will comply with such terms insofar as such terms are applicable to the undersigned.
(b) The undersigned will notify the Collateral Agent promptly in writing of the occurrence of any of the events described in Section 4.4(a) of the Agreement.
(c) The terms of Section 5.1(c) and 5.5 of the Agreement shall apply to it, mutatis mutandis, with respect to all actions that may be required of it pursuant to Section 5.1(c) or 5.5 of the Agreement.
[NAME OF ISSUER]
By:_________________________________
Name:
 
Exhibit 10.8.36
FIRST STAGE AMENDMENT AND AGREEMENT
Re: 1999 D&O Loans
THIS FIRST STAGE AMENDMENT AND AGREEMENT, dated as of March 20, 2002
(this "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc. ("CDOC"), CIHC, Incorporated ("CIHC"), JPMorgan Chase Bank, as administrative agent (in such capacity, the "Administrative Agent") and as Collateral Agent (in such capacity, the "Collateral Agent") and as Depositary Bank (in such capacity, the "Pledge Depositary Bank") in respect of that certain Cash Collateral Pledge Agreement, dated as of the date hereof, Bank of America, N.A as Collateral Agent (in such capacity, the "D&O Collateral Agent") and as Depositary Bank (in such capacity, the "Depositary Bank") in respect of that certain Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000 (as amended, modified or otherwise supplemented from time to time), and the various financial institutions parties hereto (each a "Bank" and collectively, the "Banks").
W I T N E S S E T H:
WHEREAS, Conseco, the Banks and the Administrative Agent are parties to that certain Agreement, dated as of September 22, 2000, relating to the 1999 Director and Officer Loan Credit Agreement (the "September 22, 2000 Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the September 22, 2000 Agreement as more fully described herein;
WHEREAS, CDOC, the D&O Collateral Agent and the Depositary Bank are parties to that certain Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000 (as amended, modified or otherwise supplemented from time to time, the "Cash Collateral Agreement");
WHEREAS, CDOC has requested that the Administrative Agent and the Banks amend the Cash Collateral Agreement as more fully described herein;
WHEREAS, Conseco, pursuant to a Guaranty, dated as of November 22, 2000 (the "Conseco Guaranty") has guaranteed the obligations of the borrowers under the Credit Agreement, dated as of November 22, 2000, among the persons listed on the signature pages thereto as Borrowers, the Banks, and the Administrative Agent, relating to the refinancing of certain loans under that certain Credit Agreement, dated as of September 15, 1999, as terminated and replaced by that certain Termination and Replacement Agreement, dated as of May 30, 2000 (the "Credit Agreement");
WHEREAS, Conseco has requested that the Administrative Agent and the Banks amend the Conseco Guaranty as more fully described herein;
WHEREAS, CIHC, pursuant to a Guaranty and Subordination Agreement, dated as of November 22, 2000 (the "CIHC Guaranty"), has, among other things, guaranteed the obligations of Conseco under the Conseco Guaranty;
WHEREAS, CIHC has requested that the Administrative Agent and the Banks amend the CIHC Guaranty as more fully described herein;
WHEREAS, Articles II, III and IV to the Appendix to that certain Five-Year Credit Agreement, dated as of September 25, 1998, as amended (the "Five-Year Credit Agreement"), were incorporated by reference into the September 22, 2000 Agreement and Articles II, III and IV were incorporated by reference into the Conseco Guaranty;
WHEREAS, the parties to the Five-Year Credit Agreement now wish to amend the Appendix and the parties hereto wish to consent to the amendment of the Appendix;
WHEREAS, CDOC will enter into that certain Cash Collateral Pledge Agreement, dated as of March 20, 2002, among CDOC, as Grantor, and JPMorgan Chase as Collateral Agent and as Depositary Bank; and
WHEREAS, Conseco will agree to pay certain fees as more fully described below;
NOW, THEREFORE, in consideration of the mutual promises herein contained and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
Section 1. DEFINITIONS. Capitalized terms used and not otherwise defined in this Agreement shall have the meanings assigned thereto in the Credit Agreement. As used herein, the following terms shall have the following meanings:
"A.M. Best A- Status" shall have the meaning set forth in Section 1.01 of the Appendix.
"Agreement Fee" shall have the meaning set forth in Section 7.1(a) hereof.
"Appendix" shall have the meaning set forth in Section 6.1 hereof.
"Appendix Amendment" shall have the meaning set forth in Section 6.1 hereof.
"D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Effective Date" shall have the meaning set forth in Section 8 hereof.
"Exchange Offer" shall have the meaning set forth in Section 1.01 of the Appendix.
"Fees" shall have the meaning set forth in Section 7.1 hereof.
"Specified D&O Facilities" shall have the meaning set forth in Section 1.01 of the Appendix.
"Trust Preferred Securities" shall have the meaning set forth in
Section 1.01 of the Appendix.
Section 2. AMENDMENTS TO SEPTEMBER 22, 2000 AGREEMENT.
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2.1 Section 1.1 of the September 22, 2000 Agreement is hereby amended as follows:
(a) The definition of "Cash Collateral Deposits" is hereby added to
Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Cash Collateral Deposits" shall have the meaning set forth in Section 5(d) hereof.
(b) The definition of "Cash Collateral Pledge Agreement" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Cash Collateral Pledge Agreement" shall mean the Cash Collateral Pledge Agreement, dated as of March 20, 2002, among CDOC and JPMorgan Chase Bank as Collateral Agent and as Depositary Bank.
(c) The definition of "Cash Collateral Pledgor" is hereby added to
Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Cash Collateral Pledgor" shall mean one or more entities, which, from time to time, pledge Cash Collateral Deposits pursuant to Section 5 or cash collateral deposits pursuant to Section 5A hereof.
(d) The definition of "CDOC" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"CDOC" shall mean CDOC, Inc., a Delaware corporation.
(e) The definition of "Collateral Agent" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Collateral Agent" shall mean JPMorgan Chase Bank (or its successor) as collateral agent under the Cash Collateral Pledge Agreement.
(f) The definition of "Conseco Finance Distributed Cash Flow" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Conseco Finance Distributed Cash Flow" means, the sum, without duplication, of (a) dividend and redemption payments in cash to Conseco or CIHC by Conseco Finance, plus (b) interest paid in cash to Conseco or CIHC by Conseco Finance pursuant to any intercompany Indebtedness owing by Conseco Finance to Conseco or CIHC (minus any interest paid in cash to Conseco Finance by Conseco or CIHC) plus (c) amounts paid in cash to Conseco under the Tax Sharing Agreement by Conseco Finance (minus any such amounts required to be paid by Conseco to the Internal Revenue Service or any state taxing authority attributable to Conseco Finance and/or its direct and indirect
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subsidiaries), plus (d) amounts paid in cash to Conseco or CIHC by Conseco Finance as principal payments on the Promissory Note dated as of September 22, 2000 with an original principal balance of $1,460,799,080, plus (e) other amounts paid in cash to Conseco or CIHC by Conseco Finance, minus (f) amounts paid by Conseco Finance to Conseco or CIHC to repay Investments made by Conseco or CIHC to Conseco Finance to the extent such Investments are permitted by
Section 4.09 of the Appendix, minus (g) amounts otherwise constituting "Conseco Finance Distributed Cash Flow" that are required to be applied to one or more of the Facilities pursuant to Section 2.01 of the Appendix at such times (and only at such times) as clause second of Section 2.01(b) of the Appendix governs the application of Available Net Proceeds, minus (h) amounts paid to Conseco or its affiliates by Conseco Finance and/or its direct and indirect subsidiaries in respect of reasonable expense reimbursements, allocations or costs incurred or paid by Conseco or its affiliates.
(g) The definition of "D&O Cash Collateral Agreement" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"D&O Cash Collateral Agreement" shall mean the Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000, as amended, modified or supplemented from time to time, among CDOC and Bank of America, N.A. as Collateral Agent and as Depositary Bank.
(h) The definition of "D&O Collateral Agent" is hereby added to
Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"D&O Collateral Agent" shall mean Bank of America, N.A. (or its successor) as collateral agent under the D&O Cash Collateral Agreement.
(i) The definition of "Depositary Bank" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Depositary Bank" shall mean Bank of America, N.A. (or its successor) as depositary bank under the D&O Cash Collateral Agreement.
(j) The definition of "Loan Documents" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Loan Documents" shall mean, collectively, this Agreement, the Notes, if any, the Conseco Guaranty, the Pledge Agreement, the Collateral Agreement, the Collateral Sharing Agreement, the Subordinated Pledge Agreement Re 1997 Shares, the Subordinated Pledge Agreement Re 1998 Shares, the AC Pledge Agreement, the Borrower Acknowledgment and Release, the CIHC Guaranty, the D&O Cash Collateral Agreement, the Cash Collateral Pledge Agreement and any and all other documents or instruments furnished or required to be furnished in connection with any of the foregoing, as the same may be amended or modified in accordance with this Agreement.
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(k) The definition of "Pledge Depositary Bank" is hereby added to
Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Pledge Depositary Bank" shall mean JPMorgan Chase Bank (or its successor) as depositary bank under the Cash Collateral Pledge Agreement.
(l) The definition of "Required Banks" is hereby added to Section 1.1 of the September 22, 2000 Agreement in its proper alphabetical order and reads as follows:
"Required Banks" shall have (a) with respect to the Loans, the meaning assigned thereto in the Loan Documents and (b) with respect to the New Loans, the meaning assigned thereto in the New Loan Documents.
2.2 Sections 5(c) and 5(d) are hereby added to the September 22, 2000 Agreement to read as follows:
"(c) Waterfall Deposits. The Guarantor hereby acknowledges its obligations under Article II of the Appendix, which are hereby incorporated by this reference.
(d) General. All Cash Collateral Deposits deposited pursuant to
Section 5 (c) (i.e. incorporation of Article II of the Appendix) (collectively, the "Cash Collateral Deposits") shall be deposited in immediately available funds with the D&O Collateral Agent (to be held and applied pursuant to the provisions of the D&O Cash Collateral Agreement). The Guarantor's obligation to make or cause to be made the Cash Collateral Deposits: (i) shall be irrevocable, unconditional, and absolute, (ii) shall create a continuing security interest in the Cash Collateral Deposits until payment in full of all of the secured obligations and shall not be subject to any right of withdrawal by the Guarantor, (iii) shall apply to the Guarantor's obligations under the D&O Facilities (irrespective as to whether the underlying D&O Facilities have been refinanced by new loans made by the pertinent bank group of the type described in Section 2 hereof (unless such new loans have been subsequently paid in full)), (iv) shall include, without limitation, the obligation to execute and deliver or cause to be executed and delivered each pertinent D&O Cash Collateral Agreement (and any agreements to be executed in connection therewith such as account agreements), and (v) consistent with the foregoing (and with
Section 9 hereof) shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions."
2.3 Section 5(e) is hereby added to the September 22, 2000 Agreement to read as follows:
"(e) The Guarantor may, at its option, direct the Administrative Agent to apply the cash collateral provided by CDOC in respect of the Specified D&O Facilities as follows: (i) to the payment of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata
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as to the underlying borrowers; (ii) to the payment under the New Conseco Guaranty of the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers or (iii) to the Guarantor's purchase of Borrowers' loans, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor, provided that the Guarantor may only purchase an individual Borrower's loans if the Guarantor simultaneously purchases all loans under the D&O Facilities of such Borrower. To the extent the Guarantor purchases an individual Borrower's loans pursuant to clause (iii) of the preceding sentence, each Bank hereby consents to the Administrative Agent (in its sole discretion) entering into an amendment of the Credit Agreement with such Borrower subsequent to the Effective Date which (x) amends the definition of "Eligible Assignee" in the New Loan Documents to include the Guarantor and (y) provides for any other amendments of any other provisions of the New Loan Documents necessary to provide that the purchase of such Borrower's loans may be non-pro-rata as to the assigning Bank and the other underlying Borrowers."
2.4 A new Section 5A is hereby added to the September 22, 2000 Agreement to read as follows:
"(a) On the Amendment Effective Date and thereafter, within three Business Days after Conseco receives any Net Proceeds ("GM Net Proceeds") from any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building (such GM Net Proceeds less the statutory carrying value of Conseco and its Subsidiaries in respect of the General Motors Building, the "GM Gain"), (i) 10% of the first $250,000,000 of such GM Gain and (ii) 100% of such GM Gain in excess of $250,000,000, in each case, shall be applied to the $144 Million D&O Facility in the manner described in
Section 5A(d). Conseco agrees to use its reasonable best efforts to cause any GM Net Proceeds to be received by Conseco promptly after any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building.
(b) If on or prior to June 30, 2003 Conseco and its Subsidiaries have not applied any funds to the $144 Million D&O Facility pursuant to
Section 5A(a) as a result of the Disposition of their material rights and interests in the General Motors Building, then on June 30, 2003 and thereafter 25% of Conseco Finance Distributed Cash Flow shall be applied within three Business Days of receipt by Conseco or CIHC to the $144 Million D&O Facility in the manner described in Section 5A(d).
(c) On January 1, 2004 and thereafter, if (A) Conseco and its Subsidiaries have Disposed of some or all of their material rights and interests in the General Motors Building and (B) the amount applied to the $144 Million D&O Facility pursuant to this Section 5A does not equal or exceed $50,000,000, then on such date and thereafter 25% of
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Conseco Finance Distributed Cash Flow shall be applied within three Business Days of receipt by Conseco or CIHC to the $144 Million D&O Facility in the manner described in Section 5A(d).
(d) The amounts applied to the $144 Million D&O Facility pursuant to this Section 5A shall not exceed $50,000,000. The amounts applied to the $144 Million D&O Facility, at the discretion of Conseco, shall be either (i) deposited in a cash collateral account pursuant to the Cash Collateral Pledge Agreement, (ii) applied to purchase or repay "Loans" made to the individual borrowers pursuant to the $144 Million D&O Facility or (iii) applied to pay the Conseco Guaranty for the $144 Million D&O Facility.
(e) All cash collateral deposits deposited pursuant to this Section 5A shall be deposited in immediately available funds with the Collateral Agent (to be held and applied pursuant to the provisions of the Cash Collateral Pledge Agreement). The Guarantor's obligation to make or cause to be made such cash collateral deposits: (i) shall be irrevocable, unconditional, and absolute, (ii) shall create a continuing security interest in such cash collateral deposits until payment in full of all of the secured obligations and shall not be subject to any right of withdrawal by the Guarantor, (iii) shall apply to the Guarantor's obligations under the $144 Million D&O Facility,
(iv) shall include, without limitation, the obligation to execute and deliver or cause to be executed and delivered the Cash Collateral Pledge Agreement (and any agreements to be executed in connection therewith such as account agreements), and (v) consistent with the foregoing (and with Section 9 hereof) shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions."
2.5 A new Section 8(h) is hereby added to the September 22, 2000 Agreement to read as follows:
"(h) (i) A Cash Collateral Pledgor shall have failed timely to deposit with the D&O Cash Collateral Agent pursuant to Section 5 or the Collateral Agent pursuant to Section 5A any amount required to be deposited pursuant to Section 5 hereof or Section 5A hereof, in each case within 5 days of the date it is due; (ii) the D&O Collateral Agent shall not have an exclusive, perfected first security interest in the Cash Collateral Deposits; or (iii) the Collateral Agent shall not have an exclusive, perfected first security interest in the cash collateral deposits made pursuant to Section 5A."
2.6 Section 12.3 of the September 22, 2000 Agreement is hereby amended by adding in the first sentence thereof after the second reference to "Administrative Agent" a reference to ", the D&O Collateral Agent, the Collateral Agent, the Depositary Bank, the Pledge Depositary Bank".
Section 3. AMENDMENTS TO CASH COLLATERAL AGREEMENT. The following sentence shall be added at the end of Section 4.5 of the Cash Collateral Agreement: "The Grantor shall have the right to make withdrawals to the extent
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such withdrawals are simultaneously applied as set forth in Section 5(e) of the Agreements Re: Specified D&O Facilities."
Section 4. AMENDMENTS TO CONSECO GUARANTY.
4.1 Section 2.6 of the Conseco Guaranty is hereby amended by the addition of the following at the end of such section:
"If for any reason the Guarantor believes that any payment made by it of the Guaranteed Obligations would not be subject to subrogation rights under this Section 2.6, the Guarantor and the Required Banks in their sole discretion, may agree to an alternative procedure to preserve substantially equivalent rights to the Guarantor and substantially equivalent economic results for the Banks. Without limiting the foregoing, if the Guarantor is paying all the Guaranteed Obligations of a participant Borrower, the Banks will assign their rights in respect of said Guaranteed Obligations to the Guarantor, subject to intercreditor rights satisfactory to the Required Banks and the Guarantor."
4.2 Section 3.4 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 3.4. Margin Regulations.
(a) None of the transactions contemplated hereunder or in connection herewith will in any way violate, contravene or conflict with any of the provisions of Regulation U;
(b) None of the obligations of any Borrower to Guarantor is or will be directly or indirectly secured by "margin stock" (as defined in Regulation U) unless the Guarantor complies with the provisions of Regulation U in connection therewith;
(c) Neither Guarantor nor any third party acting on behalf of Guarantor has taken or will take possession of any Borrower's "margin stock" to secure, directly or indirectly, any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty unless Guarantor complies with the provisions of Regulation U in connection therewith;
(d) Guarantor does not and will not have any right to prohibit any Borrower from selling, pledging, encumbering or otherwise disposing of any margin stock owned by such Borrower so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding unless Guarantor complies with the provisions of Regulation U in connection therewith;
(e) None of the Borrowers have granted or will grant Guarantor or any third party acting on behalf of Guarantor the right to accelerate repayment of any of the Guaranteed Obligations of such Borrower if any
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of the margin stock owned by such Borrower is sold by such Borrower or otherwise unless Guarantor complies with the provisions of Regulation U in connection therewith; and
(f) There is no agreement or other arrangement between any Borrower and Guarantor or any third party acting on behalf of Guarantor (and no such agreement or arrangement shall be entered into so long as this Guaranty is in effect or any of the Guaranteed Obligations of such Borrower or the obligations of Guarantor under this Guaranty remain outstanding) under which the margin stock of such Borrower would be made more readily available as security to Guarantor than to other creditors of such Borrower unless Guarantor complies with the provisions of Regulation U in connection therewith."
4.3 Section 4.3 of the Conseco Guaranty is hereby amended and restated in its entirety to read as follows:
"SECTION 4.3. Limitation on Additional Purpose Credit. Notwithstanding any other provision of this Guaranty, the Credit Agreement or the Revolving Credit Agreement to the contrary, Guarantor will not, and will not permit any of its Wholly-Owned Subsidiaries and/or Significant Subsidiaries to incur or assume any Indebtedness which constitutes "purpose credit" secured "directly or indirectly" (as defined in Regulation U) by Margin Stock unless Guarantor complies with the provisions of Regulation U."
Section 5. AMENDMENT TO CIHC GUARANTY. Section 5.14 of the CIHC Guaranty is hereby deleted.
Section 6. CONSENT.
6.1 The parties hereto consent to the amendment of the Appendix as attached hereto as Exhibit A (the "Appendix Amendment"). The parties hereto further agree that all references in the September 22, 2000 Agreement and the Conseco Guaranty to the Appendix shall mean the Appendix as so amended by the Appendix Amendment (the "Appendix").
6.2 Conseco may, at its option, make payments or purchases under the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix or the related Conseco guaranty), pro rata as to the Specified D&O Facilities (or to all the D&O Facilities, as applicable under Article II of the Appendix), but such allocation thereof need not be pro rata as to the underlying borrowers.
Section 7. FEES.
7.1 Conseco hereby agrees that, upon the effectiveness of this Agreement pursuant to the provisions of Section 8 hereof, Conseco shall be obligated to pay, and shall pay, to the Administrative Agent, for the pro rata benefit of the Banks, the following fees (the "Fees"):
(a) On the Effective Date, an agreement fee (the "Agreement Fee") in immediately available funds equal 0.50% of the principal amount of the Loans outstanding on such date, net of a proportionate share (which
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share shall equal the share of the Loans payable to such Bank divided by the outstanding Loans under all the Specified D&O Facilities) of the cash collateral then on deposit securing Conseco's obligations relating to the Credit Agreement; provided that the Agreement Fee shall only be payable to those Banks that execute and deliver this Agreement by March 20, 2002; and
(b) From and after the Effective Date and until all Loans are paid in full, a continuing per annum fee equal to 0.75% of all Loans then outstanding, payable quarterly in arrears, quarterly on the last Business Day of each calendar quarter, with payment commencing on March 31, 2002.
7.2 Conseco's obligation to pay each of the Fees shall be irrevocable, unconditional, and absolute and, consistent therewith, shall not terminate in the event that this Agreement shall otherwise be terminated pursuant to its provisions. Such fees shall be in addition to any fees provided for under the September 22, 2000 Agreement or the Credit Agreement.
Section 8. CONDITIONS PRECEDENT. This Agreement shall become effective on such date (the "Effective Date") when each of the conditions precedent set forth in this Section 8 shall have been satisfied, and notice thereof shall have been given by the Administrative Agent to Conseco and the Banks.
8.1 Receipt of Documents. The Administrative Agent shall have received all of the following documents duly executed, dated the date hereof or such other date as shall be acceptable to the Administrative Agent, and in form and substance satisfactory to the Administrative Agent:
(a) This Agreement, duly executed by Conseco, CDOC, CIHC, the Administrative Agent and the Required Banks;
(b) A certificate of the Secretary or Assistant Secretary of Conseco
(i) certifying the names and true signatures of the officers of Conseco authorized to execute, deliver and performance, as applicable, this Agreement, and all other documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of Conseco authorizing the transactions contemplated hereby;
(c) A certificate of the Secretary or Assistant Secretary of CIHC (i) certifying the names and true signatures of the officers of CIHC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CIHC authorizing the transactions contemplated hereby;
(d) A certificate of the Secretary or Assistant Secretary of CDOC (i) certifying the names and true signatures of the officers of CDOC authorized to execute, deliver and perform, as applicable, all documents to be delivered by it hereunder and (ii) attaching copies of the resolutions of the board of directors of CDOC authorizing the transactions contemplated hereby;
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(e) The Reaffirmation of (i) the Conseco Guaranty, (ii) the CIHC Guaranty and (iii) the Amended and Restated Cash Collateral Agreement, in the form of Exhibit B attached hereto;
(f) The opinion of David K. Herzog, counsel of Conseco and CIHC, substantially in the form of Exhibit C, and addressing such other legal matters as the Administrative Agent may reasonably require;
(g) The opinion of Weil, Gotshal & Manges LLP, outside counsel to Conseco and CIHC, substantially in the form of Exhibit D, and addressing such other legal matters as the Administrative Agent may reasonably require;
(h) Duly authorized, executed and delivered copies of (i) the First Stage Amendment and Agreement Re: 1997 D&O Loans, dated as of March 20, 2002, (ii) the First Stage Amendment and Agreement Re:
Non-Refinanced 1998 D&O Loans, dated as of March 20, 2002 and (iii) the First Stage Amendment and Agreement Re: 1998 D&O Loans, dated as of March 20, 2002, substantially in the form hereof;
(i) A duly authorized, executed and delivered copy of the Cash Collateral Pledge Agreement;
(j) A duly authorized, executed and delivered copy of Third Amendment to Five-Year Credit Agreement, dated as of March 20, 2002, among Conseco, the various financial institutions party thereto, and Bank of America, N.A. as agent thereunder; and
(k) Receipt by the Administrative Agent of a letter to the Banks evidencing Conseco's understanding if scheduled payments are not made on or before the date that such scheduled payments become due and payable in respect of all Trust Preferred Securities, a downgrade from
A.M. Best A- Status would occur.
8.2 Additional Conditions. The effectiveness of this Agreement and the consent of the Banks are subject to the following further conditions precedent:
(a) With respect to Conseco, no Default exists and no Event of Default will exist after giving effect to this Agreement;
(b) The representations and warranties of Conseco contained in Article III of the Conseco Guaranty, are true and correct in all material respects with the same effect as though made on the Effective Date, except, to the extent that any such representations and warranties relate expressly to an earlier date, such representations and warranties shall have been true and correct in all material respects as of such earlier date;
(c) No Material Litigation exists other than the litigation described in Schedule I attached hereto;
(d) No Material Adverse Change has occurred with respect to Conseco or CIHC since September 30, 2001 (except for changes in or adverse
11
effects upon, the business, properties, condition (financial or otherwise) of Conseco and CIHC as disclosed in press releases, public filings or otherwise in writing to the Administrative Agent);
(e) Conseco shall have paid all accrued and unpaid fees, costs, expenses and other disbursements to date, including attorneys' fees and costs, including those to be incurred in connection, negotiation, and execution of this Agreement. Conseco shall remain liable and shall promptly reimburse the Administrative Agent for such future fees, costs expenses and other disbursements as provided for in the existing Loan Documents;
(f) The Banks, with the approval of Conseco, shall have hired Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, and the Administrative Agent shall be satisfied as to the duration and scope of such review; and
(g) The Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the related offering memorandum) shall be on terms and conditions satisfactory to the Administrative Agent.
Section 9. MISCELLANEOUS.
9.1 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such provision and such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions of this Agreement or affecting the validity or enforceability of such provision in any other jurisdiction.
9.2 Headings. The various headings of this Agreement are inserted for convenience only and shall not affect the meaning or interpretation of this Agreement or any provisions hereof.
9.3 Execution in Counterparts. This Agreement may be executed by the parties hereto in several counterparts, each of which shall be deemed to be an original and all of which shall constitute together but one and the same agreement.
9.4 Governing Law. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF ILLINOIS.
9.5 Successors and Assigns. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective successors and assigns.
[signatures follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly authorized as of the day and year first above written.
CONSECO, INC.

By:  /s/ James S. Adams
     ----------------------------------------
     Name:  James S. Adams
     Title: Senior Vice President, Chief
            Accounting Officer and Treasurer

CIHC, INCORPORATED

By:  /s/ William T. Devanney, Jr.
     ----------------------------------------
     Name:  William T. Devanney, Jr.
     Title: Senior Vice President,
            Corporate Taxes

CDOC, INC.

By:  /s/ William T. Devanney, Jr.
     ----------------------------------------
     Name:  William T. Devanney, Jr.
     Title: Senior Vice President,
            Corporate Taxes

JPMORGAN CHASE BANK, as Administrative Agent, as a Bank, as Collateral Agent and as Pledge Depositary Bank

By:  /s/ Helen L. Newcomb
     ----------------------------------------
     Name:  Helen L. Newcomb
     Title: Vice President

BANK OF AMERICA, N.A., as a Bank, as D&O Collateral Agent and as Depositary Bank

By:  /s/ Bridget Garavalia
     ----------------------------------------
     Name: Bridget Garavalia
     Title: Managing Director

Schedule I
Material Litigation
Litigation described in Form 10-Q of Conseco, Inc. for the quarterly period ended September 30, 2001.
Donald J. Trump v. Conseco, Inc., et al.
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Schedule I
APPENDIX
AMENDMENT
AMENDMENT, dated as of March 20, 2002 (this "Amendment"), to the Conseco, Inc. Appendix, dated as of September 22, 2000 (the "Appendix").
1. Definitions. Unless otherwise defined herein, terms defined in the Appendix and used herein shall have the meanings given to them in the Appendix.
Amendment to Section 1.01. Section 1.01 is hereby amended as follows:
(i) (a) by deleting in its entirety the definition of "Cash on Hand Target".
(b) by amending the definition of "Conseco Adjusted Earnings" as follows:
(i) by deleting the term "non-cash" each time it appears in clauses (f) and (g) thereof;
(ii) by deleting the phrase "(provided that the after tax amounts described in clauses (f) and (g) shall not exceed in the aggregate $500,000,000 for any Calculation Period ending on or before September 30, 2001, and $50,000,000 for any Calculation Period ending thereafter)" where it appears after clause (g) thereof and inserting in lieu thereof the following:
"(provided that the after tax amounts described in clauses (f) and (g) shall not exceed (i) more than $500,000,000 in the aggregate accrued or incurred during Fiscal Year 2002 (provided that no more than $50,000,000 (accrued or incurred during Fiscal Year 2002) of such expenses, losses or other charges in the aggregate may be in cash), and (ii) more than $50,000,000 in the aggregate accrued or incurred for any Fiscal Year thereafter)"; and
(iii) by inserting the following sentence at the end thereof:
"Notwithstanding the foregoing, Conseco Adjusted Earnings shall exclude any income or gain, or expense, loss or charge, (x) associated with Conseco's ownership of AT&T Wireless Stock, (y) resulting from any impairment of the D&O Facilities or (z) set forth on Annex II attached hereto, provided that the amounts set forth for the fiscal periods on such Annex may be excluded in the applicable Calculation Period prior to the date of the Amendment as well as any Calculation Period after the date of the Amendment that includes such fiscal period(s)."
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(c) by amending the definition of "Conseco Finance Tangible Net Worth" by deleting the text of clause (b) where it occurs in the definition thereof and inserting in lieu thereof the following:
"(b) any charges specified in clause (f) or (g) of the definition of Conseco Adjusted Earnings; provided that such charges shall not be permitted to exceed $150,000,000 on an after tax basis in the aggregate and no more than $15,000,000 of such $150,000,000 of charges on an after-tax basis may be in cash"
(d) by amending the definition of "Interest Coverage Ratio" by inserting the following sentence at the end thereof:
"For purposes of determining the Interest Coverage Ratio, the term "Conseco Available Cash Flow" shall exclude the amount of (i) Net Proceeds received by Conseco in connection with any Disposition of any right or interest of Conseco or any of its Subsidiaries in the General Motors Building less
(ii) the statutory carrying value of Conseco and its Subsidiaries in respect of the General Motors Building (the amount of clause (i) less the amount of clause (ii), the "GM Gain"); provided, that in connection with determining the Interest Coverage Ratio for purposes of compliance with any conditions precedent to an extension of the maturity date of the $1.5 Billion Facility or any of the D&O Facilities, only the first $250,000,000 of any such GM Gain may be included in such determination."
(e) by amending the definition of "Relevant CIHC Guaranty" by deleting the second sentence thereof.
(f) by deleting in its entirety the definition of "$144 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$144 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and JPMorgan Chase Bank as administrative agent (relating to all of the then-existing loans under the $144 Million D&O Facility).
(g) by deleting in its entirety the definition of "$181 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$181 Million D&O Credit Agreement" means collectively (i) the Credit Agreement, dated as of August 21, 1998, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent, as amended, supplemented or otherwise modified or refinanced, and (ii) the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, (relating to certain but not all of the then-existing loans under the $181 Million D&O Facility) pursuant to which Bank of America, N.A. is the administrative agent.
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(h) by deleting in its entirety the definition of "$245 Million D&O Credit Agreement" and inserting in lieu thereof the following:
"$245 Million D&O Credit Agreement" means the Credit Agreement, dated as of November 22, 2000, as amended, supplemented or otherwise modified or refinanced, among the individual borrowers parties thereto, the banks parties thereto and Bank of America, N.A., as administrative agent (relating to all of the then-existing loans under the $245 Million D&O Facility).
(i) by adding thereto the following new definitions in the appropriate alphabetical order:
"Amendment" means this Amendment, dated as of March 202002, in respect of the Appendix.
"Amendment Effective Date" means the "Effective Date" as defined in the Amendment.
"AT&T Wireless Stock" means 10,319,050 shares of AT&T Wireless Services, Inc. common stock par value $.01 per share.
"Exchange Offer" means the exchange offer pursuant to the Offering Memorandum dated as of March 18, 2002, pursuant to which Conseco offered to exchange Specified Existing Public Debt for New Exchange Offer Public Debt in accordance with the terms of such Offering Memorandum, any exchange offer in connection with the registration of the New Exchange Offer Public Debt with the Securities and Exchange Commission and any exchange offer on terms substantially similar to the foregoing exchange offers.
"General Motors Building" means the building located at 767 5th Avenue, New York, NY 10153.
"New Exchange Offer Public Debt" means the senior notes issued pursuant to an Exchange Offer in exchange for Specified Existing Public Debt or other New Exchange Offer Public Debt.
"Specified Existing Public Debt" means collectively Conseco's 8.5% Senior Notes due October 15, 2002, 6.4% Senior Notes due February 10, 2003, 8.75% Senior Notes due February 9, 2004, 6.8% Senior Notes due June 15, 2005, 9% Senior Notes due October 15, 2006 and 10.75% Senior Notes due June 15, 2008.
"Trigger Date" means (i) in the case of the sale of Sufficient Assets, the Reduction Date and (ii) in the case of any other Approved Strategic Alternative, the date such Approved Strategic Alternative is approved by the Required Banks.
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2. Amendment to Section 1.03. Section 1.03 of the Appendix is hereby amended by inserting at the end thereof a new Section 1.03(c):
"(c) For purposes of calculating any financial covenants or related definitions hereunder, any charges taken to writeoff goodwill to the extent required by the Financial Accounting Standards Board of the American Institute of Certified Public Accountants Statement No. 142 shall be excluded."
(a) Amendment to Section 2.01. (a) Section 2.01(a) of the Appendix is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted.]"
(b) Section 2.01(b) of the Appendix is hereby amended by deleting such Section 2.01(b) in its entirety and substituting in lieu thereof the following:
"(b) On the Amendment Effective Date and thereafter, within three Business Days after Conseco or any of its Subsidiaries receives any Available Net Proceeds, such Available Net Proceeds shall be applied as follows: first, the first $352,000,000 shall be retained by Conseco; second, the next $313,000,000 shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilties (in the manner contemplated by Section 2.02(c)); third, following the application of $313,000,000 pursuant to clause second above and thereafter until the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to this clause, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); fourth, after the earlier of (i) December 31, 2003 and (ii) the application of an additional $250 million pursuant to clause third above, 25% per transaction of any Available Net Proceeds shall be retained by Conseco and 75% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by
Section 2.02(c)); and fifth, after March 31, 2004, 50% per transaction of any Available Net Proceeds shall be retained by Conseco and 50% per transaction of any Available Net Proceeds shall be applied pro rata to the $1.5 Billion Facility and the Specified D&O Facilities (in the manner contemplated by Section 2.02(c)); provided that in the event that the Relevant Banks under the D&O Facilities agree to grant Conseco an option to extend the date by which Conseco is required to pay, purchase or cash collateralize in full
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the D&O Facilities or the related Conseco Guaranty from December 31, 2003 until March 31, 2005, the application of Available Net Proceeds pursuant to this Section 2.01(b) to the $1.5 Billion Facility and the D&O Facilities shall be as follows: (i) in clause second above, after $50,000,000 of Available Net Proceeds have been applied to the Specified D&O Facilities, the remainder shall be applied pro rata to the $1.5 Billion Facility and the D&O Facilities (in the manner contemplated by Section 2.02(c)); and (ii) in clauses third, fourth and fifth above, the references to the Specified D&O Facilities shall be deemed to be references to the D&O Facilities. Any Available Net Cash Proceeds referred to in this paragraph as being available for retention by Conseco (A) must, if received by a Subsidiary, be distributed to Conseco for such purpose if such distribution is not prohibited by law, rule or regulation or the Lehman Agreement and (B) may be used by Conseco for any purpose permitted by this Appendix.
(c) Section 2.01(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) [Intentionally Omitted]."
(d) Amendment to Section 2.02. (a) Section 2.02(a) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(a) [Intentionally Omitted]."
(e) Section 2.02(b) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(b) [Intentionally Omitted]."
(f) Section 2.02(c) is hereby amended by deleting such Section in its entirety and substituting in lieu thereof the following:
"(c) Any application of Available Net Proceeds allocated to the $1.5 Billion Facility and the Specified D&O Facilities or the D&O Facilities, as applicable, pursuant to Section
2.01(b) (and any application of Net Proceeds pursuant to clause (a)(ii) of the definition of "Exempt Waterfall Amounts") shall be allocated ratably to each such Facility based on the aggregate Exposure then outstanding under such Facilities, and ratably to the Exposure of each Bank under each such Facility. The Available Net Proceeds so allocated to each Specified D&O Facility and D&O Facility, as applicable, at the discretion of Conseco, shall be either
(i) deposited in a cash collateral account pursuant to the applicable Cash Collateral Agreement or (ii) applied to purchase or repay "Loans" made to the individual borrowers pursuant to the applicable Specified D&O Facility or D&O Facility, as applicable or (iii) applied to pay the related Conseco Guaranty."
(g) Amendment to Article III. Article III of the Appendix is hereby amended by adding at the end thereof the following new Sections 3.12 and 3.13:
"3.12. Hiring of Ernst & Young. Conseco hereby agrees to (i) the hiring by the Banks of Ernst & Young LLP as a financial advisor to review the financial condition and performance of Conseco and its Subsidiaries, the duration and scope of such review to be at the direction and under the control of Conseco and the Agents (and Conseco agrees to use reasonable best efforts to facilitate such review) and (ii) paying all fees, costs and expenses incurred from time to time in connection with such review promptly upon receipt of an invoice for such services.
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3.13. A.M. Best Rating Reduction Remedy. If on any date (the "Reduction Date") the rating from A.M. Best Company is reduced to less than B+ on Bankers Life and Casualty Company, Conseco Annuity Assurance Company, Conseco Health Insurance Company, Conseco Life Insurance Company or Conseco Senior Health Insurance Company, Conseco shall be obligated to retain an investment banker of national recognition (the "Investment Banker") reasonably satisfactory to the Agents to explore strategic alternatives ("Strategic Alternatives") to repaying in full in cash all Obligations under the $1.5 Billion Facility and each of the D&O Facilities (or, in the case of the D&O Facilities, cash collateralize such Facilities), which Strategic Alternatives shall include either (i) the sale of one or more of its Subsidiaries ("Sufficient Assets") the value of which will be sufficient to repay in full in cash all such Obligations, (ii) such other Strategic Alternative(s) approved by the Required Banks or (iii) both the sale of Sufficient Assets and one or more other Strategic Alternatives approved by the Required Banks (clauses (i), (ii) or (iii), individually, an "Approved Strategic Alternative"). At any time, the Required Banks may amend, supplement or otherwise modify the requirements of this Section 3.13, including amending the terms and/or conditions of an Approved Strategic Alternative, releasing Conseco from its obligations to proceed with the sale of Sufficient Assets or otherwise. Conseco and its Subsidiaries shall diligently pursue and take material steps toward achieving each Approved Strategic Alternative, including, to the extent applicable, the preparation and distribution of offering materials with respect to each Approved Strategic Alternative, facilitating advisors of Conseco in making contact with potential purchasers or other relevant parties in their due diligence processes, using reasonable best efforts to prepare, negotiate and execute transaction documents with respect thereto and consummate such transactions.
Conseco shall provide the Agents with bi-weekly written reports (in form and scope acceptable to the Agents), describing the status of its progress in pursuing, and actions it has taken and is planning on taking toward achieving each Approved Strategic Alternative. Without limiting the generality of Conseco's obligations set forth above, Conseco shall have:
(A) Engaged the Investment Banker to explore Strategic Alternatives no later than 30 days after the Reduction Date;
(B) Distributed offering materials, and provided copies thereof to the Agents, with respect to any Approved Strategic Alternative, no later than 90 days after the Trigger Date;
(C) Used reasonable best efforts to receive written expressions of interest, and provided copies thereof to the Agents, with respect to each Approved Strategic Alternative, no later than 120 days after the Trigger Date;
(D) Used reasonable best efforts to sign the appropriate transaction documents with respect to any Approved Strategic Alternative no later than 180 days after the Trigger Date, unless the Required Banks have agreed to extend such date; and
(E) Used reasonable best efforts to consummate any Approved Strategic Alternative no later than 270 days after the Trigger Date, unless the Required Banks have agreed to extend such date."
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(h) Amendment to Section 4.01. Section 4.01 of the Appendix is hereby amended by (i) deleting from Section 4.01(l) the word "and" where it appears at the end of such Section 4.01, (ii) replacing in Section 4.01(m) the "." where it appears at the end of such Section with a "; and" and (iii) adding at the end thereof the following new subsection 4.01(n):
"(n) subordinated Contingent Obligations of CIHC in respect of the New Exchange Offer Public Debt (the "Subordinated CIHC Guaranty"), provided that (i) such Subordinated CIHC Guaranty shall contain terms and conditions and shall be subordinated to any and all Obligations under the $1.5 Billion Facility and each of the D&O Facilities, in each case on terms and conditions satisfactory to the Agents and
(ii) the Exchange Offer and the disclosures made in connection therewith (including, without limitation, pursuant to the Offering Memorandum) shall be on terms and conditions satisfactory to the Agents.
3. Amendment to Section 4.08. Section 4.08(c) of the Appendix is hereby amended by replacing the number "$100,000,000" where it appears in Sections 4.08(c)(i) and 4.08(c)(ii) thereof with the number "$50,000,000".
4. Amendment to Section 4.14. Section 4.14 of the Appendix is hereby amended by deleting the table contained therein in its entirety and inserting in lieu thereof the following table:

"Fiscal Quarter
Ending                                     Ratio
---------------                            -----
December 31, 2001                          1.20 to 1.0
March 31, 2002                             1.25 to 1.0
June 30, 2002                              1.25 to 1.0
September 30, 2002                         1.10 to 1.0
December 31, 2002                          1.10 to 1.0
March 31, 2003                             1.30 to 1.0
June 30, 2003                              1.75 to 1.0
September 30, 2003                         1.90 to 1.0
December 31, 2003                          2.15 to 1.0
March 31, 2004                             2.25 to 1.0
June 30, 2004                              2.50 to 1.0
September 30, 2004                         2.50 to 1.0
December 31, 2004 and thereafter           2.50 to 1.0"

5. Amendment to Section 4.15. Section 4.15 of the Appendix is hereby amended by (i) deleting the parenthetical contained therein and (ii) deleting the table contained therein in its entirety and inserting in lieu thereof the following table:
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"Fiscal Quarter
Ending                                      Amount
---------------                             ------
December 31, 2001                           $1,600,000,000
March 31, 2002                              $1,200,000,000
June 30, 2002                               $1,200,000,000
September 30, 2002                          $1,200,000,000
December 31, 2002                           $1,300,000,000
March 31, 2003                              $1,300,000,000
June 30, 2003                               $1,350,000,000
September 30, 2003                          $1,400,000,000
December 31, 2003                           $1,400,000,000
March 31, 2004                              $1,500,000,000
June 30, 2004                               $1,500,000,000
September 30, 2004                          $1,700,000,000
December 31, 2004 and thereafter            $1,700,000,000"

6. Amendment to Section 4.16. Section 4.16 of the Appendix is hereby amended by deleting such Section in its entirety and inserting in lieu thereof the following:
"4.16. Conseco Finance Tangible Net Worth. Conseco shall not permit Conseco Finance Tangible Net Worth as at the end of any Fiscal Quarter set forth below to be less than the relevant amount set forth below:

Fiscal Quarter
Ending                             Amount
--------------                     ------
December 31, 2001                  $1,200,000,000
March 31, 2002                     $1,200,000,000
June 30, 2002                      $1,200,000,000
September 30, 2002                 $1,200,000,000
December 31, 2002                  $1,200,000,000
March 31, 2003                     $1,200,000,000
June 30, 2003                      $1,200,000,000
September 30, 2003                 $1,200,000,000
December 31, 2003                  $1,300,000,000
March 31, 2004                     $1,300,000,000
June 30, 2004                      $1,300,000,000
September 30, 2004                 $1,300,000,000
December 31, 2004                  $1,300,000,000
March 31, 2005 and thereafter      $1,600,000,000"

7. Amendment to Section 4.17. Section 4.17 is hereby amended by replacing the percentage "200%" where it appears therein with the percentage "250%".
8. Amendment to Section 5.01. Section 5.01(c) is hereby amended by deleting the reference therein to "3.03(a), 4.01" and substituting in lieu thereof a reference to "3.03(a), 3.12(i), 3.13(A), (B) or (E), 4.01".
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Exhibit B
Form of Reaffirmation
March [__], 2002
JPMorgan Chase, as Administrative Agent
270 Park Avenue
NewYork, NY 10017
Attention: Ms. Helen Newcomb
Re: First Stage Amendment and Agreement, dated March 20, 2002 (the "Agreement"), among Conseco, Inc. ("Conseco"), CDOC, Inc., ("CDOC"), CIHC, Incorporated ("CIHC"), the financial institutions party thereto (collectively, the "Banks"), and JPMorgan Chase Bank, as Administrative Agent (the "Administrative Agent")
Ladies and Gentlemen:
Reference is made to the Agreement. Capitalized terms used herein, unless otherwise defined herein, shall have the meaning assigned thereto in the Agreement.
This letter is intended to constitute the reaffirmation (this "Reaffirmation") of specified documents referenced in the Agreement, and, as such, is being delivered to satisfy the condition of Section 8.1(e) of the Agreement, which requires a reaffirmation of the agreements listed on Schedule I hereto (the "Reaffirmed Agreements") as a condition to the effectiveness of the Agreement. This letter is for the benefit of the Administrative Agent and the Banks.
Each of the parties hereto hereby reaffirm the Reaffirmed Agreements to which it is a party in each and every respect, including, without limitation, the validity of any and all of its obligations under each of the Reaffirmed Agreements including, without limitation, regardless of:
(a) any defense any borrower has, may have, or may otherwise assert with respect to his, her, or its liability for any loans or otherwise with respect to any other obligation any such borrower may have under the Credit Agreement (relating to refinancing of certain loans under that certain Credit Agreement, dated as of September 15, 1999, as terminated and replaced by that certain Termination and Replacement Agreement, dated as of May 30, 2000), as amended, dated as of November 22, 2000, among the persons listed on the signature pages thereto, as Borrowers, the Banks and the Administrative Agent (the "Credit Agreement"), or any Loan Document relating thereto, including, without limitation, any defense asserted or that might be asserted by any such borrower as arising from:
(i) the execution, delivery and performance or non-performance by any party under of the September 22, 2000 Agreement,
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(ii) the execution, delivery, and performance or non-performance by any party under the Credit Agreement,
(iii) the execution, delivery or non-performance by any party under any other Loan Document and/or
(iv) any aspect of the Plan, and/or
(b) any past, present, or future exercise or non-exercise by the Administrative Agent of any right, power and/or remedy against any borrower under the Credit Agreement (and/ or his, her, or its property), any Cash Collateral Deposits (as such term is defined in the September 22, 2000 Agreement), or CIHC (and/or its property).
Furthermore, each of the parties hereto hereby (a) confirms that it has requested the Administrative Agent and the Banks to enter into the Agreement and
(b) acknowledges that the Administrative Agent and the Banks would not enter into the Agreement in the absence of its reaffirmation of the Reaffirmed Agreements and that the Administrative Agent and the Banks are thus relying upon such reaffirmation.
Each of the undersigned represents and warrants that he or she has been properly authorized to execute and deliver this Reaffirmation on behalf of Conseco, CIHC or CDOC, as applicable.
Finally, each of the undersigned acknowledge that each of the Administrative Agent, the Banks, and their respective successors and assigns shall be entitled to rely upon this Reaffirmation and that this Reaffirmation is governed by Illinois law.
[signatures follow]
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Very truly yours,
CONSECO, INC.
By:

Name:

Title:
CIHC, INCORPORATED
By:

Name:

Title:
CDOC, INC.
By:

Name:

Title:
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Schedule I
1. Guaranty, dated November 22, 2000, between Conseco, Inc. as Guarantor and JPMorgan Chase Bank as Administrative Agent
2. Guaranty and Subordination Agreement, dated as of November 22, 2000, made by CIHC, Incorporated, as Guarantor and Subordinated Borrower, Conseco Inc. as Obligor and Subordinated Lender, in favor of JPMorgan Chase Bank as Administrative Agent
3. Amended and Restated Cash Collateral Pledge Agreement, dated as of November 22, 2000, among CDOC, Inc, Bank of America, National Association as Collateral Agent and Bank of America, National Association as Depositary Bank
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Exhibit 10.45.2
EXCHANGE AGREEMENT
This Exchange Agreement (this "Agreement") is made and entered into as of January 30, 2002, between Lehman Brothers Holdings Inc., a corporation duly incorporated under the laws of the State of Delaware ( the "Holder"), and Conseco, Inc., a corporation duly incorporated under the laws of the State of Indiana (the "Company").
WHEREAS, pursuant to the terms of this Agreement, the Company will authorize and validly reserve for issuance $50,000,000 aggregate stated value of a series of convertible preferred stock designated as the Series G Convertible Redeemable Preferred Stock, no par value, stated value $100 per share (the "Preferred Stock"), the terms of which are set forth in the form of Articles of Amendment to the Amended and Restated Articles of Incorporation of the Company (the "Articles") attached as Exhibit A hereto; and
WHEREAS, as consideration for the Holder's efforts to restructure certain obligations of the Company, the Company will irrevocably and unconditionally agree, upon the terms and subject to the conditions set forth herein, to issue the Preferred Stock to the Holder in exchange for the Holder's surrender to the Company of a warrant that entitles the owner and holder thereof to purchase from Conseco Finance Corp., a corporation duly incorporated under the laws of the State of Delaware ("Conseco Finance"), 5.42 shares of Common Stock of Conseco Finance, in whole or in part, including fractional parts, at a purchase price of $0.01 per share (the "Warrant"), a copy of which is attached as Exhibit B hereto.
NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto, intending to be legally and validly bound, hereby execute and deliver this Agreement and agree as follows:
Section 1. Representations and Warranties. The Company hereby represents and warrants to the Holder that:
(a) The Company has been duly organized and is validly existing as a corporation in good standing under the laws of the State of Indiana and has corporate power and authority to own, lease and operate its properties and to conduct its business and to enter into and perform its obligations under this Agreement; and the Company is duly qualified as a foreign corporation to transact business and is in good standing in each other jurisdiction in which such qualification is required, whether by reason of the ownership or leasing of property or the conduct of business, except where the failure so to qualify or to be in good standing would not result in a Material Adverse Effect (as defined below). As used herein, "Material Adverse Effect" means a material adverse change or any development involving a prospective material adverse change in the condition, financial or otherwise, or in the earnings or business affairs of the Company and its subsidiaries considered as one enterprise, whether or not arising in the ordinary course of business.
(b) Each subsidiary of the Company has been duly organized and is validly existing and in good standing under the laws of the jurisdiction of its incorporation or organization, has corporate power and authority to own, lease and operate its properties and to conduct its business and is duly qualified as a foreign corporation to transact business and is in good standing in each
jurisdiction in which such qualification is required, whether by reason of the ownership or leasing of property or the conduct of business, except where the failure so to qualify or to be in good standing would not result in a Material Adverse Effect. All of the issued and outstanding capital stock of each such subsidiary has been duly authorized and validly issued, is fully paid and non-assessable and, except with respect to the Warrant, is owned by the Company, directly or through subsidiaries. None of the outstanding shares of capital stock of any such subsidiary was issued in violation of the preemptive or similar rights of any securityholder of such subsidiary.
(c) The shares of issued and outstanding capital stock of the Company have been duly authorized and validly issued and are fully paid and non-assessable and none of the outstanding shares of capital stock was issued in violation of the preemptive or other similar rights of any securityholder of the Company.
(d) The Warrant is exchangeable for shares of Preferred Stock in accordance with the terms of this Agreement and, after the vote of the holders of the Series E Preferred Stock and the Series F Preferred Stock with respect to the creation of the Preferred Stock and the action of the Board to authorize and reserve the Preferred Stock for issuance and file the Articles after the vote of the holders of the Series E Preferred Stock and Series F Preferred Stock (the "Required Actions"), the shares of Preferred Stock will have been duly authorized and validly reserved for issuance upon such exchange by all necessary corporate action and such shares, when issued upon such exchange, will be validly issued and will be fully paid and non-assessable. The issuance of the Preferred Stock will not be subject to preemptive or other similar rights.
(e) The shares of the Company's common stock, no par value (the "Common Stock"), issuable upon conversion of the Preferred Stock have been duly authorized and reserved for issuance upon such conversion by all necessary corporate action and such shares, when issued upon such conversion, will be validly issued and will be fully paid and non-assessable; no holder of such shares will be subject to personal liability by reason of being such a holder; and the issuance of such shares upon such conversion will not be subject to the preemptive or other similar rights of any securityholder of the Company. The form of certificate used to evidence the Common Stock will be in due and proper form and comply in all material respects with all applicable statutory requirements, with any applicable requirements of any security exchange on which the Common Stock is then listed.
(f) This Agreement has been duly and validly authorized, executed and delivered by the Company and constitutes a valid and binding obligation of the Company, enforceable against the Company in accordance with its terms, except as may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or affecting creditors' rights generally (including, without limitation, fraudulent conveyance laws), and by general principles of equity, including, without limitation, concepts of materiality, reasonableness, good faith and fair dealing, and the possible unavailability of specific performance or injunctive relief, regardless of whether considered in a proceeding at equity or in law.
(g) Other than the filing of the Articles, no filing with, or authorization, approval, consent, license, order, registration, qualification or decree of, any court or governmental authority or agency is necessary or required in connection with the reservation for issuance of the Preferred Stock, the exchange of the Warrant for the shares of Preferred Stock, the issuance of
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shares of Common Stock upon conversion of the Preferred Stock or the consummation of the transactions contemplated by this Agreement, except such as have been obtained.
(h) Neither the Company nor any of its subsidiaries is in violation of its charter or by-laws or in default in the performance or observance of any obligation, agreement, covenant or condition contained in any contract, indenture, mortgage, deed of trust, loan or credit agreement, note, lease or other agreement or instrument to which the Company or any of its subsidiaries is a party or by which it or any of them may be bound, or to which any of the property or assets of the Company or any subsidiary is subject (collectively, "Agreements and Instruments") except for such violations or defaults that have not and would not result in a Material Adverse Effect; and the execution, delivery and performance of this Agreement and the consummation of the transactions contemplated in this Agreement (including the exchange of the Warrant for the Preferred Stock and the issuance of shares of Common Stock upon conversion of the Preferred Stock) and compliance by the Company with its obligations under this Agreement have been duly authorized by all necessary corporate action and all Required Actions taken except for the approval of the holders of the Series F Preferred Stock, and do not and will not, whether with or without the giving of notice or passage of time or both, conflict with or constitute a breach of, or default under, or result in the creation or imposition of any lien, charge or encumbrance upon any property or assets of the Company or any of its subsidiaries pursuant to, the Agreements and Instruments (except for such conflicts, breaches or defaults or liens, charges or encumbrances that would not result in a Material Adverse Effect), nor will such action result in any violation of the provisions of (A) the charter or by-laws of the Company or any of its subsidiaries or (B) any applicable law, statute, rule, regulation, judgment, order, writ or decree of any government, government instrumentality or court, domestic or foreign, having jurisdiction over the Company or any of its subsidiaries or any of their assets, properties or operations except for such violations, in the case of clause (B) only, that would not result in a Material Adverse Effect.
(i) There is no action, suit, proceeding, inquiry or investigation before or brought by any court or governmental agency or body, domestic or foreign, now pending, or, to the knowledge of the Company, threatened, against or affecting the Company or any of its subsidiaries, which would reasonably be expected to materially and adversely affect the consummation of the transactions contemplated in this Agreement or the performance by the Company of its obligations hereunder.
(j) The Company is not an "investment company" within the meaning of the Investment Company Act of 1940, as amended (the "1940 Act").
(k) Assuming the accuracy of the representations of the Holder under Sections 2 (b) and (c), it is not necessary in connection with the exchange of the Preferred Stock to the Holder in the manner contemplated by this Agreement to register the Preferred Stock under the Securities and Exchange Act of 1933, as amended.
Section 2. Representations and Warranties of the Holder. The Holder represents and warrants to the Company that:
(a) This Agreement has been duly and validly authorized, executed and delivered by the Holder and constitutes a valid and binding obligation of the Holder, enforceable against the Holder in accordance with its terms, except as
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may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or affecting creditors' rights generally (including, without limitation, fraudulent conveyance laws), and by general principles of equity, including, without limitation, concepts of materiality, reasonableness, good faith and fair dealing, and the possible unavailability of specific performance or injunctive relief, regardless of whether considered in a proceeding at equity or in law.
(b) It is a "qualified institutional buyer" within the meaning of Rule 144A of the Securities Act of 1933, as amended (the "Securities Act"), and an "accredited investor" within the meaning of Regulation D under the Securities Act.
(c) The Holder represents that, if acquired in exchange for the Warrant pursuant to this Agreement, the Preferred Stock is being acquired for investment and not with a view to distribution or resale, except as otherwise provided by this Agreement.
Section 3. Covenants of the Company. The Company covenants with the Holder as follows:
(a) The Company shall use its commercially reasonable best efforts to obtain the consent of the holders of the Series F Preferred Stock to the transactions contemplated hereunder and to file the Articles promptly thereafter, but not more than 60 days from the date hereof; provided, however, that, in the event that such approval cannot be obtained within such period of time, the Preferred Stock shall rank pari passu with the Series E Preferred Stock and the Company shall file the Articles on such basis; and
(b) On the date that the Preferred Stock is duly authorized and validly issued as provided in Section 5, the Company shall enter into and execute the registration rights agreement in substantially the form attached hereto as Exhibit C (the "Registration Rights Agreement").
Section 4. Agreements of the Parties.
(a) Absent registration under the Securities Act as contemplated under the Registration Rights Agreement, the Preferred Stock and the Common Stock issuable upon the conversion of the Preferred Stock shall be subject to restrictions on transferability. Each certificate representing the shares of Preferred Stock or Common Stock issuable upon conversion thereof shall bear, except if such transfer is made pursuant to Rule 144 or pursuant to an effective registration statement, the restrictive legend set forth in clause (b) below, except that such certificate shall not bear such restrictive legend if, in the opinion of counsel for the Holder and counsel for the Company, such legend is not required in order to establish or ensure compliance with the provisions of the Securities Act.
(b) Each certificate representing the Preferred Stock and the Common Stock issuable upon the conversion of the Preferred Stock, shall be stamped or otherwise imprinted with the following or similar legend:
THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT PURSUANT TO AN AVAILABLE EXEMPTION FROM
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REGISTRATION UNDER THE SECURITIES ACT AND IN ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES AND OTHER JURISDICTIONS.
The Holder consents to the making of a notation by the Company on its records and the giving of instructions to any transfer agent of its capital stock in order to implement the restrictions on transfer established in this Agreement.
Section 5. Exchange.
(a) The Holder may exchange the Warrant for the Preferred Stock upon 30 days written notice (the "Exchange Notice") to the Company directing such exchange. The Holder's right to exchange the Warrant shall expire on May 11, 2003 (the "Expiration Date"). Any Exchange Notice submitted by the Holder after the Expiration Date shall be null and void. Subject to Section 5(c) below, upon the receipt by the Company of such Exchange Notice, the Company shall be unconditionally obligated to issue to the Holder, upon surrender of all certificates representing the Warrant (the "Warrant Certificates") to the Company, certificates representing the Preferred Stock (the "Preferred Stock Certificates").
(b) The Exchange Notice shall state (i) the date, time and place for such exchange and (ii) the denominations and the Holder's name or names of the nominees in which the Holder wishes the Preferred Stock Certificates to be registered.
(c) After completion of the actions specified in Section 3(a), the Company shall issue the Preferred Stock in exchange for the Warrant unless such performance would violate the terms and provisions of Section 4.04 of the Conseco, Inc. 10 3/4% Senior Notes due 2008 issued under the First Senior Supplemental Indenture, dated as of June 29, 2001, to the Senior Indenture, dated as of November 13, 1997. The Company agrees to use its commercially reasonable best efforts to take all action necessary to effect such exchange.
(d) If required by the Company, Warrant Certificates surrendered for exchange shall be endorsed or accompanied by a written instrument or instruments for transfer, in form satisfactory to the Company, duly executed by the registered holder or such holder's attorney duly authorized in writing. The date of receipt of such Warrant Certificates by the Company shall be the exchange date (the "Exchange Date") and the exchange shall be deemed effective as of the close of business on the Exchange Date. Subject to Section 3(c), the Company shall, as soon as practicable after the Exchange Date, issue and deliver to the Holder, or to his or its nominee, the Preferred Stock Certificates.
Section 6. Independent Obligations. The Company acknowledges that its obligations hereunder are independent of the obligations of the Company with respect to the Preferred Stock once issued in accordance with this Agreement.
Section 7. Successors and Assigns. This Agreement shall bind the successors, assigns, receivers, trustees and representatives of the Company and shall inure to the benefit of the Holder. Except in connection with a permitted
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merger or consolidation of the Company with or into another entity or a permitted sale, transfer or lease of the Company's assets to another entity in which the surviving organization, if other than the Company, assumes the Company's obligations under this Agreement, the Company may not assign its rights or delegate its obligations under this Agreement without the prior approval of the Holder. The Holder may not assign its rights or delegate its obligations under this Agreement to any party other than an affiliate of the Holder without the prior approval of the Company.
Section 8. Amendments. This Agreement may be amended by the parties hereto only with the prior approval of the Company and the Holder.
Section 9. Notices. All notices provided for in this Agreement shall be in writing, duly signed by the party giving such notice, and shall be delivered, telecopied or mailed by first class mail, as follows:
(a) If given to the Company, at the Company's mailing address set forth below (or such other address as the Company may give notice of to the Holder):
Conseco, Inc.
1185 N. Pennsylvania Street Carmel, Indiana
46032 Attention: David K. Herzog Telephone: (317) 817-5037 Fax: (317) 817-5828
(b) If given to the Holder, at the Holder's mailing address set forth below (or such other address as the Holder may give notice of to the Company):
Lehman Brothers Holdings, Inc. 399 Park Avenue
New York, New York 10022 Attention: Corporate Secretary Telephone:
Fax:
All such notices shall be deemed to have been given when received in person, telecopied with receipt confirmed, or mailed by first class mail, postage prepaid except that if a notice or other document is refused delivery or cannot be delivered because of a changed address of which no notice was given, such notice or other document shall be deemed to have been delivered on the date of such refusal or inability to deliver.
Section 10. GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO CONFLICTS OF LAW PRINCIPLES THEREOF.
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Section 11. Termination.
This Agreement shall terminate (except with respect to the right of the Holder to receive the Preferred Stock and the obligation of the Company to exchange the Preferred Stock for the Warrant, in the case of the receipt by the Company of an Exchange Notice all in accordance with Section 5) upon the earlier of (i) June 10, 2003 and (ii) the Exchange Date.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date and year first above written.
CONSECO, INC.

By: /s/ William J. Shea
   -----------------------------------
   Name:  William J. Shea
   Title: President

LEHMAN BROTHERS HOLDINGS, INC.

By: /s/ Karen Manson
   -----------------------------------
   Name:  Karen Manson
   Title: Senior Vice President
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Exhibit A
ARTICLES OF AMENDMENT TO THE
AMENDED AND RESTATED ARTICLES OF INCORPORATION OF
CONSECO, INC.
Date of Incorporation: August 28, 1979
CONSECO, INC. (hereinafter referred to as the "Corporation"), an Indiana corporation existing pursuant to the provisions of the Indiana Business Corporation Law, as amended (hereinafter referred to as the "Act"), desiring to give notice of corporate action effectuating amendment of its Amended and Restated Articles of Incorporation (the "Articles of Incorporation"), certifies the following facts:
ARTICLE I
THE AMENDMENT
Creation of New Article XII. There is hereby created a new Article XII of the Articles of Incorporation the exact text of which is as follows:
"ARTICLE XII
Designations, Rights and Preferences of
Series G Convertible Redeemable Preferred Stock
The designations, rights, preferences, limitations and restrictions of the shares of Preferred Stock, without par value, to be designated as Series G Convertible Redeemable Preferred Stock (in addition to those set forth elsewhere in the Corporation's Articles of Incorporation) are hereby fixed as follows.
Section 1. Designation; Number of Shares; Stated Value; No Dividends. Five Hundred Thousand Shares (500,000) shares of Preferred Stock shall be designated Series G Convertible Redeemable Preferred Stock (hereinafter referred to as the "Series G Preferred Stock"). Shares of the Series G Preferred Stock shall have a stated value of One Hundred Dollars ($100.00) per share. Dividends shall not be payable on shares of the Series G Preferred Stock.
Section 2. Conversion.
(a) Each issued and outstanding share of Series G Preferred Stock shall be convertible, at the option of the holder thereof, at any time after the date of issuance and without the payment of any additional consideration therefor, into fully paid and nonassessable shares of Common Stock at a rate of ten (10) shares of Common Stock for each share of Series G Preferred Stock (the "Conversion Rate"), subject to adjustment as set forth below.
(b) In order for a holder to convert shares of Series G Preferred Stock into shares of Common Stock, such holder shall surrender the certificate or certificates for such shares of Series G Preferred Stock, at the office of the transfer agent for the Series G Preferred Stock (or at the principal office of the Corporation if the Corporation serves as its own transfer agent),
together with written notice that such holder elects to convert all or any number of the shares of the Series G Preferred Stock represented by such certificate or certificates. Such notice shall state such holder's name or the names of the nominees in which such holder wishes the certificate or certificates for shares of Common Stock to be issued and the number of shares of Series G Preferred Stock to be converted. If required by the Corporation, certificates surrendered for conversion shall be endorsed or accompanied by a written instrument or instruments of transfer, in form satisfactory to the Corporation, duly executed by the registered holder or such holder's attorney duly authorized in writing accompanied by the payment of any applicable transfer taxes. The date of receipt of such certificates and notice by the transfer agent
(or by the Corporation if the Corporation serves as its own transfer agent)
shall be the conversion date (the "Conversion Date") and the conversion shall be deemed effective as of the close of business on the Conversion Date. The Corporation shall, as soon as practicable after the Conversion Date, issue and deliver at such office to such holder of Series G Preferred Stock, or to his or its nominees, a certificate or certificates for the number of shares of Common Stock to which such holder shall be entitled, together with cash in lieu of any fraction of a share.
(c) The Conversion Rate shall be subject to adjustment from time to time as provided below in this section (c).
(i) If the Corporation shall, after the first date any shares of Series G Preferred Stock are issued:
(A) pay a stock dividend or make a distribution with respect to its Common Stock in shares of such Common Stock,
(B) subdivide or split its outstanding Common Stock into a greater number of shares,
(C) combine its outstanding shares of Common Stock into a smaller number of shares, or
(D) issue by reclassification of its shares of Common Stock any shares of common stock of the Corporation,
then, in any such event, the Conversion Rate in effect immediately prior to such event shall be adjusted so that the holder of any shares of Series G Preferred Stock shall thereafter be entitled to receive, upon conversion, the number of shares of Common Stock of the Corporation which such holder would have owned or been entitled to receive immediately following any event described above had such shares of Series G Preferred Stock been converted immediately prior to such event or any record date with respect thereto. Such adjustment shall become effective at the opening of business on the business day next following the record date for determination of shareholders entitled to receive such dividend or distribution, in the case of a dividend or distribution, and shall become effective immediately after the effective date, in the case of a subdivision, split, combination or reclassification. Such adjustment shall be made successively.
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(ii) The Corporation shall also be entitled to make upward adjustments in the Conversion Rate, as it in its sole discretion shall determine to be advisable, in order that any stock dividends, subdivisions of shares, distribution of rights to purchase stock or securities, or distribution of securities convertible into or exchangeable for stock (or any transaction which could be treated as any of the foregoing transactions pursuant to Section 305 of the Internal Revenue Code of 1986, as amended) made by the Corporation to its shareholders after the first date any shares of Series G Preferred Stock are issued shall not be taxable.
(iii) In any case in which this subsection 2(c) shall require that an adjustment become effective at the opening of business on the business day next following a record date and the date fixed for conversion pursuant to subsection 2(a) occurs after such record date, but before the occurrence of such event, the Corporation may, in its sole discretion, elect to defer the following until after the occurrence of such event: (A) issuing to the holder of any converted shares of Series G Preferred Stock the additional shares of Common Stock issuable upon such conversion over the shares of Common Stock issuable before giving effect to such adjustments and (B) paying to such holder any amount in cash in lieu of a fractional share of Common Stock pursuant to subsection 2(h).
(iv) All adjustments to the Conversion Rate shall be calculated to the nearest 1/100th of a share of Common Stock. No adjustment in the Conversion Rate shall be required unless such adjustment would require an increase or decrease of at least one percent therein; provided, however, that any adjustment which by reason of this subsection (iv) is not required to be made shall be carried forward and taken into account in any subsequent adjustment.
(d) Adjustment for Consolidation or Merger. In case of any consolidation or merger to which the Corporation is a party (other than a merger or consolidation in which the Corporation is the surviving or continuing corporation and in which the Common Stock outstanding immediately prior to the merger or consolidation remains unchanged), or in case of any sale or transfer to another entity of the property of the Corporation as an entirety or substantially as an entirety, or in case of any statutory exchange of securities with another entity (other than in connection with a merger or acquisition), proper provision shall be made so that each share of Series G Preferred Stock shall, after consummation of such transaction, be subject to conversion at the option of the holder into the kind and amount of securities, cash or other property receivable upon consummation of such transaction by a holder of the number of shares of Common Stock into which such share of Series G Preferred Stock might have been converted immediately prior to consummation of such transaction. The kind and amount of securities into or for which the shares of Series G Preferred Stock shall be convertible after consummation of such transaction shall be subject to adjustment as described in the immediately preceding paragraph following the date of consummation of such transaction.
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For purposes of the immediately preceding paragraph and subsection
2(f)(iii), any sale or transfer to another corporation of property of the Corporation which did not account for at least 50% of the consolidated net income of the Corporation for its most recent fiscal year ending prior to the consummation of such transaction shall not in any event be deemed to be a sale or transfer of the property of this Corporation as an entirety or substantially as an entirety.
(e) Notice of Adjustments. Whenever the Conversion Rate is adjusted as herein provided, the Corporation shall:
(i) forthwith compute the adjusted Conversion Rate in accordance herewith and prepare a certificate signed by an officer of the Corporation setting forth the adjusted Conversion Rate, the method of calculation thereof in reasonable detail and the facts requiring such adjustment and upon which such adjustment is based, which certificate shall be conclusive, final and binding evidence of the correctness of the adjustment, and file such certificate forthwith with the transfer agent for the shares of Series G Preferred Stock and the Common Stock; and
(ii) mail a notice to the holders of the outstanding shares of Series G Preferred Stock stating that the Conversion Rate had been adjusted, the facts requiring such adjustment and upon which such adjustment is based and setting forth the adjusted Conversion Rate, such notice to be mailed within 45 days of the end of the fiscal quarter during which the facts requiring such adjustment occurred.
(f) Notices. In case, at any time while any of the shares of Series G Preferred Stock are outstanding,
(i) the Corporation shall declare a dividend (or any other distribution) on its Common Stock, excluding any cash dividends; or
(ii) the Corporation shall authorize the issuance to all holders of its Common Stock of rights or warrants to subscribe for or purchase shares of its Common Stock or of any other subscription rights or warrants; or
(iii) the Corporation shall authorize any reclassification of its Common Stock (other than a subdivision or combination thereof) or any consolidation or merger to which the Corporation is a party and for which approval of any shareholders of the Corporation is required (except for a merger of the Corporation into one of its subsidiaries solely for the purpose of changing the corporate domicile of the Corporation to another state of the United States and in connection with which there is no substantive change in the rights or privileges of any securities of the Corporation other than changes resulting from differences in the corporate
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statutes of the then existing and the new state of domicile), or the sale or transfer to another corporation of the property of the Corporation as an entirety or substantially as an entirety; or
(iv) the Corporation shall authorize the voluntary or involuntary dissolution, liquidation or winding up of the Corporation;
then the Corporation shall cause to be filed at each office or agency maintained for the purpose of conversion of the shares of Series G Preferred Stock, and shall cause to be mailed to the holders of shares of Series G Preferred Stock at their last addresses as they shall appear on the stock register, at least 10 days before the date hereinafter specified (or the earlier of the dates hereinafter specified, in the event that more than one date is specified), a notice stating (A) the date on which a record is to be taken for the purpose of such dividend, distribution, rights or warrants, or, if a record is not to be taken, the date as of which the holders of Common Stock of record to be entitled to such dividend, distribution, rights or warrants are to be determined, or (B) the date on which any such reclassification, consolidation, merger, sale, transfer, dissolution, liquidation or winding up is expected to become effective, and the date as of which it is expected that holders of Common Stock of record shall be entitled to exchange their Common Stock for securities or other property (including cash), if any, deliverable upon such reclassification, consolidation, merger, sale, transfer, dissolution, liquidation or winding up. The failure to give or receive the notice required by this subsection (f) or any defect therein shall not affect the legality or validity of such dividend, distribution, right or warrant or other action.
(g) All certificates evidencing shares of Series G Preferred Stock that are required to be surrendered for conversion in accordance with the provisions hereof, from and after the date such certificates are so required to be surrendered shall represent the shares of Common Stock into which the shares of Series G Preferred Stock previously represented thereby shall have been converted for all purposes, notwithstanding the failure of the holder or holders thereof to surrender such certificates on or prior to such date. The Corporation from time to time thereafter shall take appropriate action to reduce the authorized Series G Preferred Stock accordingly.
(h) No fractional shares of Common Stock shall be issued upon conversion of the Series G Preferred Stock. In lieu of any fractional shares to which the holder would otherwise be entitled, the Corporation shall pay cash equal to the product of such fraction multiplied by the Closing Price of the Common Stock on the date of conversion. The term "Closing Price" on any day shall mean the last reported sales price per share of Common Stock on such day or, in case no such sale takes place on such day, the average of the reported closing high and low quotations, in each case on the New York Stock Exchange or, if the Common Stock is not listed on the New York Stock Exchange, on the principal national securities market or quotation system on which the Common Stock is then traded or quoted, or, if the Common Stock is then not so traded or quoted, on the Nasdaq National Market, or, if the Common Stock is not listed on the Nasdaq National Market, the average of the high bid and low-asked quotations of the Common Stock in the over-the-counter market on the day in question as reported by the National Quotation Bureau Incorporated, or a similarly generally
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accepted reporting service, or, if no such quotations are available, the fair market value of the Common Stock as determined by any New York Stock Exchange member firm selected from time to time by the Board of Directors for such purpose.
(i) The Corporation shall at all times when the Series G Preferred Stock shall be outstanding, reserve and keep available out of its authorized but unissued stock, for the purpose of effecting the conversion of the Series G Preferred Stock, such number of its duly authorized shares of Common Stock as shall from time to time be sufficient to effect the conversion of all outstanding Series G Preferred Stock.
(j) All shares of Series G Preferred Stock surrendered for conversion as herein provided shall no longer be deemed to be outstanding and all rights with respect to such shares, including the rights, if any, to receive notices and to vote shall immediately cease and terminate at the close of business on the Conversion Date (except only the right of the holders thereof to receive shares of Common Stock in exchange therefor), and any shares of Series G Preferred Stock so converted shall be retired and canceled by the Corporation.
(k) All dollar amounts set forth herein shall be subject to equitable adjustment whenever there shall occur a stock split, subdivision, combination, reclassification, dividend (other than regular cash dividend), issuance of rights or warrants to holders of stock to purchase shares of stock, consolidation, merger, or sale or transfer of the property of the Corporation as an entirety or substantially as an entirety or other similar event. Any such adjustment shall be made by the Board of Directors of the Corporation (whose determination shall be conclusive, final and binding). Promptly after the making of any such adjustment, the Corporation shall send notice thereof to the holders of Series G Preferred Stock and to the transfer agent for the Series G Preferred Stock.
Section 3. Mandatory Redemption.
(a) On February 1, 2012 (the "Redemption Date"), if all the shares of Series G Preferred Stock have not been converted in accordance with Section 2, to the extent that the Corporation has sufficient funds legally available therefor and to the extent permitted by the Articles of Incorporation, the Corporation shall redeem, at the stated value per share, as adjusted for any stock dividends, combinations, splits, recapitalizations and the like with respect to the shares of Series G Preferred Stock (the "Redemption Price"), all shares of Series G Preferred Stock outstanding on the Redemption Date.
(c) The Corporation shall, on or prior to the Redemption Date, deposit with a redemption agent selected by the Board of Directors of the Corporation, as a trust fund, a sum sufficient to redeem the shares of Series G Preferred Stock, with irrevocable instructions and authority to such redemption agent to pay the holders of such shares, as evidenced by a list of such holders certified by an officer of the Corporation, the Redemption Price upon surrender of their respective share certificates. Such deposit shall be deemed to constitute full payment of such shares to their holders. From and after the Redemption Date, notwithstanding that any certificates for such shares shall not have been surrendered for cancellation, the shares represented thereby shall no longer be deemed to be outstanding and all rights of the holders of the shares of Series G
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Preferred Stock with respect to such shares, including the rights, if any, to receive notices and to vote, shall immediately cease and terminate, except the right to receive the Redemption Price, without interest, which payment shall be made upon surrender of their respective certificates. In case the holders of any shares of Series G Preferred Stock shall not, within six years after such deposit, claim the amount deposited for redemption thereof, the redemption agent shall, upon demand, pay over to the Corporation the balance of such amount deposited. Thereupon, the redemption agent shall be relieved of all responsibility to the holders thereof and the sole right of such holders shall be as general creditors of the Corporation. Any interest accrued on any funds so deposited shall belong to the Corporation and shall be paid to it from time to time on demand.
Section 4. Voting.
(a) The shares of Series G Preferred Stock shall have the right to vote on an as-converted basis together with all other classes entitled to vote thereon, on all matters which from time to time may be brought for action by the common shareholders of the Corporation.
(b) For as long as any shares of Series G Preferred Stock remain outstanding, the affirmative consent of the holders of at least a majority of the Series G Preferred Stock and the Series F Common-Linked Convertible Preferred Stock (the "Series F Preferred Stock"), voting together as a single class, given in person or by proxy, at any annual meeting or special meeting of the shareholders called for such purpose, shall be necessary to amend, alter or repeal any of the provisions of the Articles of Incorporation of the Corporation which would adversely affect the powers, preferences or rights of the holders of the shares of Series G Preferred Stock then outstanding (including, without limitation, by any merger, consolidation or reorganization), except as otherwise provided by the Articles of Incorporation, as amended.1
For as long as any shares of Series G Preferred Stock remain outstanding, the affirmative consent of the holders of at least a majority of the Series G Preferred Stock and the Series E Redeemable Preferred Stock (the "Series E Preferred Stock"), voting together as a single class, given in person or by proxy, at any annual meeting or special meeting of the shareholders called for such purpose, shall be necessary to amend, alter or repeal any of the provisions of the Articles of Incorporation of the Corporation which would adversely affect the powers, preferences or rights of the holders of the shares of Series G Preferred Stock then outstanding (including, without limitation, by any merger, consolidation or reorganization), except as otherwise provided by the Articles of Incorporation, as amended.2

1 This provision to be used if the proper consents of the holders of the Series E Preferred Stock and Series F Preferred Stock are both obtained.
2 This provision to be used if the proper consent of the holders of the Series E Preferred Stock is obtained but not the proper consent of the holders of the Series F Preferred Stock.
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Section 5. Liquidation Rights.
(a) Upon the dissolution, liquidation or winding-up of the Corporation, whether voluntary or involuntary, the holders of the shares of the Series G Preferred Stock shall be entitled to receive, before any payment or distribution of the assets of the Corporation or proceeds thereof (whether capital or surplus) shall be made to or set apart for the holders of the Common Stock or any other class or series of stock ranking junior to the Series G Preferred Stock upon liquidation, dissolution or winding-up, the greater amount of (i) the stated value (as adjusted for any stock dividends, combinations, splits, recapitalizations and the like) and (ii) the amount the holder would have received upon such final distribution, if the shares of Series G Preferred Stock had been converted into shares of Common Stock pursuant to Section 2 of this Article. If, upon any liquidation, dissolution or winding-up of the Corporation, the assets of the Corporation, or proceeds thereof, distributable among the holders of shares of the Series G Preferred Stock and any other class or series of Preferred Stock ranking on a parity with the Series G Preferred Stock as to payments upon liquidation, dissolution or winding-up shall be insufficient to pay in full the preferential amount aforesaid, then such assets or the proceeds thereof shall be distributed among such holders ratably in accordance with the respective amounts which would be payable on such shares if all amounts payable thereon were paid in full.
(b) For the purposes of this Section 5, neither of the following events shall be deemed to be a voluntary or involuntary liquidation, dissolution or winding up of the Corporation:
(i) the sale, lease, transfer or exchange of all or substantially all of the assets of the Corporation; or
(ii) the consolidation or merger of the Corporation with one or more other corporations (whether or not the Corporation is the corporation surviving such consolidation or merger).
Section 6. No Purchase, Retirement or Sinking Fund. The shares of the Series G Preferred Stock shall not be subject to the operation of any purchase, retirement or sinking fund.
Section 7. Status. Shares of the Series G Preferred Stock which have been issued and reacquired in any manner by the Corporation (excluding, until the Corporation elects to retire them, shares which are held as treasury shares, but including shares cancelled, redeemed purchased and retired) shall, upon compliance with any applicable provisions of the Act, have the status of authorized and unissued shares of Preferred Stock and may be reissued as a part of a new series of Preferred Stock to be established by the Board of Directors or as part of any other series of Preferred Stock the terms of which do not prohibit such reissue.
Section 8. Priority. The Series G Preferred Stock shall rank (i) senior to the Common Stock and the Series E Redeemable Preferred Stock of the
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Corporation and (ii) on parity with the Series F Preferred Stock, in each case as to distribution of assets upon liquidation, dissolution or winding-up.3
The Series G Preferred Stock shall rank (i) senior to the Common Stock, (ii) on parity with the Series E Preferred Stock of the Corporation and
(ii) junior to the Series F Common-Linked Convertible Preferred Stock, in each case as to distribution of assets upon liquidation, dissolution or winding-up.4
Section 9. Relative Rights of Series G Preferred Stock. So long as any of the Series G Preferred Stock is outstanding, the Corporation will not declare, or pay, or set apart for payment, any dividends (other than dividends or distributions payable in stock ranking junior to the Series G Preferred Stock upon liquidation, dissolution or winding-up) or make any distribution in cash or other property on any other class or series of stock of the Corporation ranking junior to the Series G Preferred Stock either upon liquidation, dissolution or winding-up, and will not redeem, purchase or otherwise acquire any shares of any such junior class or series of stock if at the time of making such declaration, payment or setting apart for payment, distribution, redemption, purchase or acquisition the Corporation shall be in default with respect to any distributions payable on shares of Series G Preferred Stock."
ARTICLE II
The foregoing amendment was adopted on __________, 2002.
ARTICLE III
MANNER OF ADOPTION AND VOTE
The amendment set forth above was adopted by the Board of Directors of the Corporation and shareholder action was not required.
ARTICLE IV
COMPLIANCE WITH LEGAL REQUIREMENTS
The manner of the adoption of the Articles of Amendment and the vote by which they were adopted constitute full legal compliance with the provisions of the Act, the Articles of Incorporation, and the Bylaws of the Corporation.

3 This provision to be used if the proper consents of the holders of the Series E Preferred Stock and Series F Preferred Stock are both obtained.
4 This provision to be used if the proper consent of the holders of the Series E Preferred Stock is obtained but not the proper consent of the holders of the Series F Preferred Stock.
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IN WITNESS WHEREOF, the undersigned Corporation has caused these Articles of Amendment to be signed and verified by a duly authorized officer, acting for and on behalf of such Corporation; and the undersigned verifies subject to the penalties of perjury that the facts contained herein are true this ___ day of _________, 2002.
CONSECO, INC.
By:__________________________________
Name:
Title:
 
Exhibit 10.46.1
AMENDED AND RESTATED AGREEMENT
This Amended and Restated Agreement (this "Agreement") is made and entered into this 30th day of January 2002 by and among Conseco Finance Corp. (the "Company"), Conseco, Inc. ("Conseco"), CIHC, Incorporated ("CIHC"), Green Tree Residual Finance Corp I ("Green Tree Residual"), Green Tree Finance Corp. - Five ("Green Tree Five") and Lehman Brothers Holdings Inc. (collectively with its direct and indirect subsidiaries "Lehman").
WHEREAS, the parties have previously entered into the Agreement dated May 11, 2000 and the Amended and Restated Agreement dated 22nd of September 2000 (collectively, the "Original Agreement");
WHEREAS, Lehman ALI Inc. (as assignee of Lehman Commercial Paper Inc.) has entered into the Asset Assignment Agreement dated as of February 13, 1998 with Green Tree Residual (as amended to the date hereof the "Asset Assignment Agreement"), Green Tree Residual has entered into the Master Repurchase Agreement dated as of September 30, 1999 with Lehman Brothers Inc., as amended to the date hereof and the parties have each entered into other agreements, instruments and documents delivered under or in connection therewith and whereas the parties thereto are amending these documents as of the date hereof (such agreements, as amended, supplemented or otherwise modified from time to time, collectively the "Residual Facility Documents");
WHEREAS, Lehman Commercial Paper Inc. and Green Tree Finance Corp.-Five ("Green Tree Five") have entered into the Amended and Restated Repurchase Agreement dated May 9, 2000 (the "Repurchase Agreement") and the parties have each entered into other agreements, instruments and documents delivered under or in connection therewith and are amending and restating such documents as of the date hereof (such agreements, as amended, supplemented or otherwise modified from time to time, collectively the "Warehouse Facility Documents");
WHEREAS, the parties hereto desire to amend and restate the Original Agreement on the date hereof to (a) modify certain provisions in the Original Agreement, including the provision restricting payments to Conseco, (b) add additional covenants on the part of Conseco and the Company, and (c) provide for the delivery of amendments to the Residual Facility Documents and the Warehouse Facility Documents;
NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth in this Agreement, and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereby agree as follows:
1. Effective Date. The following conditions shall be satisfied on the date on or prior to January 30, 2002 (the date on which such conditions are satisfied is the "Effective Date"):
(a) All documentation to be entered into in connection with the agreements to be entered into as described above shall be in form and substance and on terms satisfactory to Lehman, and all conditions precedent to the effectiveness thereof shall have been satisfied on or prior to the Effective Date and
(b) There shall not have occurred any material default or any event of default under any of the Warehouse Facility Documents or the Residual Facility Documents.
2. Affiliate Transactions.
2.1 Repayment of Intercompany Indebtedness and Payment of Dividends.
(a) The Company shall not, directly or indirectly, take any of the following actions unless (A) all of the outstanding Company 6.25% Notes due September 26, 2002 ("September Debt") have been redeemed, retired or the maturity of such September Debt has been extended to at least six months after the scheduled maturity date or sufficient funds have been placed in a separate escrow account in order to provide for such repayment, redemption or retirement in full (collectively, the "Repayment Event"), (B) after giving effect to the action in question, the Company would be in compliance with its financial covenants, including the Liquidity Covenant, under the Warehouse Facility Documents and Residual Facility Documents (collectively, the "Facility Agreements"), and (C) no Event of Default (as defined in the Facility Agreements) has occurred and is continuing hereunder:
(i) pay or prepay the principal of, interest on, or other amounts payable in respect of any indebtedness to Conseco or any Affiliate (as defined below); and/or
(ii) pay any dividends on any Company preferred stock or purchase, redeem, retire, defease, or otherwise acquire for value any Company preferred stock or establish a sinking fund with respect thereto, or make any distributions on any Company capital stock, or transfer any assets, other than for equivalent value, to the Company or any Affiliate.
(b) The Company shall not, directly or indirectly, take any of the following actions:
(i) make any new loans or extensions of credit to Conseco or any Affiliate thereof;
(ii) increase the interest rate or dividend rate on currently existing indebtedness to Conseco or any Affiliate or increase the dividend rate on existing Company preferred stock; or
(iii) shorten the stated maturity date of any Company capital stock or the Intercompany Note.
(c) Notwithstanding the foregoing, so long (i) after giving effect to the action in question, the Company would be in compliance with its financial covenants, including the Liquidity Covenant, under the Facility Agreements, and (ii) no Event of Default (as defined in the Facility Agreements) has occurred and is continuing hereunder, the
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Company may take any of the following actions (but make no other payments to Affiliates unless otherwise permitted by this Agreement) (A) prior to a Repayment Event, if the Company certifies to Lehman Brothers Holdings Inc. that it reasonably believes that such action would not materially adversely affect the ability of the Company to satisfy the Repayment Event, and (B) anytime after satisfaction of the Repayment Event:
(i) pay interest on the Intercompany Note in accordance with the existing terms thereof;
(ii) make customary and usual payments to Conseco for products and services provided by Conseco to or for the benefit of the Company consistent with past practices consistently applied, provided that the Company shall have at least ten business days in which to cure any failure to pay any such amount on the date such payment was requested;
(iii) make payment to Conseco under the Tax Sharing Agreement in accordance with the existing terms of such agreement; and/or
(iv) pay any dividends on any Company common stock or purchase, redeem, retire, defease, or otherwise acquire for value any Company common stock, or make any distributions on any Company common stock, or transfer any assets, other than for equivalent value, to the Company or any Affiliate.
(d) The term "Affiliate" means any Person (as defined below) that directly, or indirectly through one or more intermediaries, controls, is controlled by, or is under common control with the person specified, provided however, that for purposes of all sections of this Agreement other than Sections 9 and 13.4, the term "Affiliate" shall not include any direct or indirect majority-owned subsidiaries of the Company. The term "Person" means any natural person, corporation, limited liability company, general partnership, limited partnership, proprietorship, trust, union, association, court, tribunal, agency, government, department, commission, self-regulatory organization, arbitrator, board, bureau, instrumentality, or other entity, enterprise, authority, or business organization.
2.2 Tax Sharing Agreement. Conseco shall (and shall cause its Affiliates to) pay to the Company when due any and all amounts owed to the Company by Conseco (or any Affiliate of Conseco) under the Consolidated Federal Income Tax Agreement as in effect on May 11, 2000 and amended from time to time (the "Tax Sharing Agreement") among Conseco, the Company, and the other Conseco Affiliates party thereto.
2.3 Intercompany Receivables. Conseco shall (and shall cause its Affiliates to) pay interest on any amount owed by Conseco or any of its Affiliates to the Company or any subsidiary thereof as of May 11, 2000 a rate per annum equal to 150 basis points in excess of the London interbank offered rate for a three-month period, as published in The Wall Street Journal. Such interest shall be paid monthly.
2.4 Maintenance of Separate and Independent Corporate Identities. The Company, CIHC and Conseco shall maintain separate and independent corporate identities and shall observe separate and independent corporate formalities
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related thereto. Without limiting the generality of the foregoing, each of Conseco and CIHC, on the one hand, and the Company, on the other, shall (i) maintain separate and independent (A) business locations, (B) operating accounts, (C) employees, (D) assets and liabilities, and (E) proceeds from the sale of each entity's respective stock (it being recognized that an immaterial sharing of employees and facilities may occur so long as there is an appropriate allocation of costs relating thereto) and (ii) not commingle any funds or other assets.
2.5 No Guaranty of Indebtedness. The Company shall not assume or guaranty any indebtedness of Conseco or any Affiliate thereof.
3. Maintenance of Financing Facilities And Obtaining Commitments. The Company shall use commercially reasonable efforts to maintain the Company's current warehouse financing facilities with parties other than Lehman and to obtain commitments thereunder similar to the commitments provided by Lehman under the applicable warehouse financing facilities, provided that the Company may replace such warehouse financing facilities with facilities having substantially similar or more favorable terms to those currently in existence or proposed by an existing lender to the Company.
4. Additional Covenants.
4.1 Financial Reporting By the Company. The Company shall furnish to Lehman the following:
(a) Monthly. (i) As soon as available but not later than 30 days after the end of each month commencing with December 2000 financial information regarding the Company consisting of consolidated unaudited balance sheets as of the close of such month and the related statements of income and cash flow for such month, in each case certified by the chief executive officer, chief operating officer, chief financial officer or treasurer, or any other officer having substantially the same authority and responsibility, including any vice president with responsibility for or knowledge of financial matters (a "Responsible Officer"), of the Company as fairly presenting the consolidated financial position of the Company and its subsidiaries as at the dates indicated and the results of their operations and cash flow for the periods indicated in accordance with generally accepted accounting principles set forth from time to time in the opinions and pronouncements of the Accounting Principles Board and the American Institute of Certified Public Accountants and statements and pronouncements of the Financial Accounting Standards Board (or agencies with similar functions of comparable stature and authority within the U.S. accounting profession), which are applicable to the circumstances as of the date of determination ("GAAP"); (ii) as soon as available but not later than 15 days after the end of each month commencing with December 2000, a budget forecast for cash use by the Company for the two month period then commencing, setting forth sources and uses of such cash by the Company for such period,
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certified by a Responsible Officer of the Company; (iii) as soon as available but not later than 15 days after the end of each month commencing December 2000, a certificate of a Responsible Officer of the Company stating that, to the best knowledge of such officer, no Default or Event of Default has occurred and is continuing; or if a Default or an Event of Default has occurred and is continuing, stating the nature thereof and the action which the Company proposes to take with respect thereto; and (iv) as soon as available but not later than the 20th day in each calendar month commencing with December 2000, a report prepared by management of the Company setting forth in reasonable detail (A) all principal and interest payments received in respect of all Purchased Securities, Additional Purchased Securities and Pledged Assets (in each case as defined in the Residual Facility Documents) for the immediately preceding month, (B) an analysis of the aging (or other applicable measurement as agreed to by the parties) by each category of asset for all Purchased Eligible Assets (as defined in the Warehouse Facility Documents) and (C) a schedule calculating the applicable advance rates based upon assets pledged and actual advances in respect of all Purchased Eligible Assets;
(b) Quarterly. (i) As soon as available but not later than 60 days after the end of each fiscal quarter of each of the first three fiscal quarters of each fiscal year, (A) financial information regarding the Company and its subsidiaries consisting of consolidated unaudited balance sheets as of the close of such quarter and the related statements of income and cash flow for such quarter and that portion of the fiscal year ending as of the close of such quarter, setting forth in comparative form the figures for the corresponding period in the prior year, in each case certified by a Responsible Officer of the Company as fairly presenting the consolidated financial position of the Company and its subsidiaries as at the dates indicated and the results of their operations and cash flow for the periods indicated in accordance with GAAP, (B) forecasts prepared by management of the Company for each of the succeeding months for a twelve month period setting forth in reasonable detail the projected origination level, operating cost and estimate of the net interest margin assumptions and resulting cash flow, balance sheet and income statement as at the end of each such month and such twelve-month period, together with a statement of all the material assumptions on which such forecasts are based; and (C) a compliance certificate of a Responsible Officer of the Company setting forth in reasonable detail the calculations used in determining the financial covenants set forth in Section 4.4 and demonstrating compliance with all such financial covenants;
(c) Annual. As soon as available but not later than 120 days after the end of each fiscal year of the Company, copies of the audited consolidating balance sheet of the Company and its subsidiaries and the unaudited consolidated balance sheet of the Company and its subsidiaries as at the end of such year and the related consolidated statements of earnings, shareholders' equity and cash flows for such year, setting forth in the case of the audited consolidated statements in comparative form the figures for the previous fiscal year, and accompanied by an opinion of PricewaterhouseCoopers or another nationally recognized independent accounting firm which report shall state that such audited consolidated financial statements present fairly the financial positions and result of operations of the Company and its subsidiaries for the periods indicated in conformity with GAA.P applied on a basis consistent with prior years, except as stated therein (such opinion shall not be qualified or limited because of a restricted or limited examination by such auditors of any material portion of the Company's or any subsidiary's records).
(d) Default Notices. The Company shall promptly notify Lehman in writing of the occurrence of any Default or Event of Default under any Transaction Document.
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(e) Other. Promptly, but in any event not later than 10 business days after Lehman's request therefor, a report prepared by management of the Company setting forth in reasonable detail (x) all principal and interest payments received in respect of all assets other than the Purchased Securities, Additional Purchased Securities and Pledged Assets for the applicable thirty day period, such payment schedule to provide such information as per each category of asset, (y) an analysis of the aging (or other applicable measurement as agreed to by the parties) by each category of asset for all such assets and (z) a schedule calculating the applicable advance rates based upon assets pledged and actual advances in respect of such assets financed by a Person other than a party hereto.
The parties agree that it shall not constitute a breach of the applicable requirements set forth above if any financial statements required to be delivered under clauses (b) or (c) above are filed pursuant to a filing with the Securities and Exchange Commission within the required time period and delivered promptly thereafter by the Company to Lehman.
4.2 Financial Reporting By Conseco. Conseco shall furnish to Lehman
(a) promptly after the furnishing thereof, but not later than 5 days thereafter, copies of all compliance certificates and other financial reports furnished to the lenders pursuant to the Five-Year Senior Bank Facility Documents of Conseco, Inc. and (b) written notice of the occurrence of any Default or Event of Default under any Transaction Document.
4.3 Financial Covenants. The parties shall at all times comply with the Residual Facility Documents and the Warehouse Facility Documents.
4.4 Other Agreements. None of Conseco, the Company, Green Tree Residual or Green Tree Five shall enter into any agreement containing any provision which (a) would be violated or breached by the performance of its obligations hereunder or under any instrument or document delivered or to be delivered by it hereunder or in connection herewith or (b) prohibits or restricts the ability of any such Person to amend or otherwise modify this Agreement or any other document executed in connection herewith. The documentation governing any guarantee by CIHC of any of the obligations under the Five Year Bank Facility Documents (including any related subordination arrangements) shall not at any time be materially more favorable to the beneficiaries thereof than the CIHC Guaranty.
4.5 Conduct of Business. Each of Conseco and the Company shall, and shall cause their respective subsidiaries to, pay and discharge when the same becomes due and payable all obligations owing therefrom, consistent with past practice.
4.6 Certain Actions. Neither Conseco nor the Company, nor any of their respective directors or officers, shall take any action, and the Company shall not permit any of its subsidiaries to take any action, in connection with any sale, assignment, lease, encumbrance, transfer, contribution or disposition of any material assets or property of the Company, which would be inconsistent with their respective fiduciary duties under Delaware law to Lehman (or any assignee of Lehman) as the holder of the Warrant referred to in Section 12 hereof. Notwithstanding any other provision of this Agreement, the Warehouse Facility
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Documents, the Residual Facility Documents or the Five-Year Senior Bank Facility Documents of Conseco, Inc., a breach of this Section 4.6 shall not constitute an Event of Default under the Warehouse Facility Documents, the Residual Facility Documents or the Five-Year Senior Bank Facility Documents of Conseco, Inc.
4.7 No Restriction on Certain Dispositions. Except in the ordinary course of business, none of Conseco, the Company, Green Tree Residual or Green Tree Five shall enter into any agreement which directly or indirectly prohibits or restricts the ability of the Company or any of its subsidiaries to sell, assign, lease, transfer, contribute, convey, issue or dispose of, or grant any rights with respect to (a) loans, leases, receivables, installment contracts and other financial products originated, acquired, sold or securitized by the Company or any of its subsidiaries or (b) interests in or components of any interest, including servicing fees, retained by the Company or any of its subsidiaries relating to the sale or securitization of loans, leases, receivables or installment contracts, which constitutes either an interest only security or a servicing right asset in accordance with GAAP.
5. Board Matters.
5.1 Independent Board Member. Conseco shall continue to nominate an Independent Director (as defined in the certificate of incorporation of the Company) to the Company's Board of Directors (the "Independent Board Member"). The Independent Board Member shall be subject to Lehman's consent and approval, which shall not be unreasonably delayed. Conseco and the Company agree to take all action within their respective power (including, without limitation, the voting of capital stock of the Company owned by Conseco and any of its Affiliates) required to cause the Board of Directors of the Company to at all times include such nominee (and any replacement nominee) as a director of the Company's Board of Directors.
5.2 Vacancies. If, prior to election to the Board of Directors of the Company pursuant to Section 5.1 hereof, any Independent Board Member shall be unable or unwilling to serve as a director of the Company, Conseco shall promptly nominate a replacement in accordance with Section 5.1 hereof, who shall then be the Independent Board Member for purposes of this Section 6. If, following an election to the Board of Directors of the Company pursuant to this
Section 6, any Independent Board Member shall resign or be removed or be unable to serve for any reason prior to the expiration of his term as a director of the Company, Conseco shall notify the Board of Directors of the Company in writing of a replacement Independent Board Member, and either (i) Conseco shall vote its shares of capital stock of the Company, at any regular or special meeting called for the purpose of filling positions on the Board of Directors of the Company or by written consent executed in lieu of such a meeting of stockholders, and shall take all such other actions necessary to ensure the election to the Board of Directors of the Company of such replacement Independent Board Member to fill the unexpired term of the Independent Board Member whom such new Independent Board Member is replacing or (ii) the remaining members of the Board of Directors (whether or not constituting a quorum) shall elect such replacement Independent Board Member to fill the unexpired term of the Independent Board Member who such new Independent Board Member is replacing.
5.3 Observer Designee. Lehman shall be entitled to have one designee (an "Observer Designee" attend all of the meetings of the Board of Directors (and each committee thereof) of the Company, in each case other than those
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portions (if any) of any meeting (a) dealing with (i) the Company's obligations to Lehman or Lehman's Affiliates, (ii) matters reasonably expected to be adverse to Lehman or (iii) matters the disclosure of which to Lehman could reasonably be expected to be adverse to the Company or (b) where necessary to protect the attorney-client privilege of any matter material to the Company. The Observer Designee shall not be entitled to vote on any matters presented to the Board of Directors or to such committees. The Company shall give notice, including, without limitation, any proposed agenda, to Lehman of each such meeting at the same time and in the same manner as the members of the Board of Directors (or any committee thereof) receive notice of such meetings. Lehman shall be entitled to receive all written materials and other information given to the directors of the Company in connection with such meetings at the same time such materials are given to such directors. If the Company proposes to take action by written consent in lieu of a meeting of its Board of Directors, the Company shall give a copy of such consent to Lehman at the same time as the members of the Board of Directors. Such Observer Designee shall maintain the confidentiality of all confidential information of the Company, provided that such Observer Designee may share such information with Lehman.
5.4 Costs and Expenses. The Company shall pay all reasonable out-of-pocket expenses incurred by the Independent Board Member and the Board Observer in connection with their participation in meetings of the Board of Directors (and committees thereof of the Company. The Company shall also pay the Independent Board Member customary and appropriate retainer and fees as may be mutually agreed upon by the Company and such Independent Board Member. The Company and such Independent Board Member shall negotiate such retainer and fees in good faith so as to ensure that such amounts are customary and appropriate.
6. Restrictions on Transfer of Stock
6.1 Tag Along Right.
(a) No Stockholder (as defined below) shall Transfer (as defined below) any Stock (as defined below), if, after giving effect to all prior Transfers from and after the date hereof by such Stockholder such Transfers constitute more than ten percent (10%) of the Common Stock (as defined below) owned by all Stockholders on the date hereof, in a single transaction or related series of transactions, to any Purchaser (as defined below) unless the terms and conditions of such sale, transfer or other disposition (the "Tag Along Sale") to such Purchaser shall contain an offer to each Potential Seller (as defined below) to include in such Tag Along Sale such number of shares of Common Stock as is determined in accordance with Section 6.1(b) below. At least 15 days prior to effecting any Tag Along Sale, such selling Stockholder (the "Selling Stockholder") shall promptly cause the terms and conditions of the Tag Along Sale to be reduced to a reasonably detailed writing (which writing shall identify the Purchaser and shall include the offer to Potential Sellers to purchase or otherwise acquire their Common Stock according to the terns and subject to the conditions of this Section 6), and shall
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deliver, or cause the Purchaser to deliver, written notice (the "Notice") of the terms of such Tag Along Sale to each Potential Seller. The Notice shall be accompanied by a true and correct copy of the agreement, if any, embodying the terms and conditions of the proposed Tag Along Sale or such written summary thereof if there is no agreement. At any time after receipt of the Notice (but in no event later than 10 business days after receipt), each Potential Seller may accept the offer included in the Notice for up to such number of its shares of Common Stock as determined in accordance with the provisions of Section 6.1(b) below, by furnishing irrevocable written notice of such acceptance to the Selling Stockholder and to the Purchaser.
(b) In the event that any Potential Seller elects to accept the offer included in the Notice described in Section 6.1(a) above, such Potential Seller (the "Included Stockholder") shall have the right to sell, transfer or otherwise dispose of such number of its shares of Common Stock pursuant to, and upon consummation of, the Tag Along Sale which is equal to the product of (X) the total number of shares of Common Stock owned by the Included Stockholder and (Y) a fraction, the numerator of which shall equal the total number of shares of Common Stock to be sold to the Purchaser by the Selling Stockholder, and the denominator of which shall equal the total number of shares of Common Stock owned by the Selling Stockholder. If the Purchaser is not willing to purchase such additional shares, the number of shares to be sold by the Selling Stockholder and the Included Stockholders shall be proportionately reduced.
(c) The purchase of Stock pursuant to this Section 6 shall be made on the same terms (including, without limitation, the per share consideration and method of payment, and the date of sale, transfer or other disposition), and subject to the same conditions, if any, as are provided to the Selling Stockholder and stated in the Notice.
(d) Upon the consummation of the disposition of Stock to the Purchaser pursuant to the Tag Along Sale, the Selling Stockholder shall (i) cause the Purchaser to remit directly to each Included Stockholder the sales price of its Stock disposed of pursuant thereto, and (ii) furnish such other evidence of the completion and time of completion of such disposition and the terms thereof as may reasonably be requested by such Included Stockholder.
(e) If a Potential Seller has not delivered to the Selling Stockholder and to the Purchaser written notice of its acceptance of the offer contained in the Notice within 10 business days after the receipt of such Notice, it shall be deemed to have waived any and all rights pursuant to this Section 6 with respect to the disposition of its Stock described in the Notice, and the Selling Stockholder shall have 45 days (calculated from the first day next succeeding the expiration of the 10 business day acceptance period described above), in which to dispose of the aggregate amount of Stock described in the Notice to the Purchaser identified in the Notice, on terms not more favorable to the Selling Stockholder than those which were set forth in the Notice. If a Potential Seller has delivered irrevocable written notice of acceptance as described in the preceding sentence and, if after 30 days following receipt of the Notice, the Selling Stockholder and the Purchaser shall not have completed the disposition of Stock to be sold in connection there with in accordance with the terms of the Tag Along Sale, all the restrictions on the disposition of Stock contained in this Section 6 shall again be in force and effect.
6.2 Drag-Along Right.
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(a) If a Stockholder proposes to Transfer to any Purchaser a number of shares of Stock which represents at least a majority of the outstanding shares of Common Stock on a fully-diluted basis (the "Transferred Shares") then, at the election of such holder or holders (a "Drag Along Seller"), each other Stockholder (each, a "Drag Along Stockholder") shall be required to sell to such Purchaser (a "Drag Along Sale") a number of shares of Stock determined by the Drag Along Seller up to the total number of shares of Stock then held by such Drag Along Stockholder (the "Drag Along Shares"). If the percentage of any Drag Along Stockholder's Stock required to be sold as Drag Along Shares exceeds the percentage of the Drag Along Seller's Stock to be sold to Purchaser in a Drag Along Sale, Drag Along Seller, shall, at its sole expense, arrange for the delivery of a fairness opinion by an investment banking firm of nationally recognized standing acceptable to such Drag Along Stockholder (which acceptance shall not be unreasonably withheld or delayed). Such fairness opinion shall confirm that the terms of the Drag Along Sale are fair to the Drag Along Stockholders from a financial point of view.
(b) The Drag Along Seller shall deliver to each Drag Along Stockholder written notice (the "Drag Along Notice") of any sale to be made pursuant to Section 6.2(a) above, which notice shall set forth the consideration to be paid by the Purchaser for each Transferred Share, the number of Transferred Shares to be sold by the Drag Along Seller, the number of shares to be sold by each Drag Along Stockholder, and the other terms and conditions, if any, of such transaction. Pending consummation of the Drag Along Sale, the Drag Along Seller shall promptly notify each Drag Along Stockholder of any changes in the proposed timing for the Drag Along Sale and any other material developments in connection therewith. The Drag Along Sale shall be on the same terms and conditions as the sale of the Transferred Shares by the Drag Along Seller. The Drag Along Stockholder shall only be required to give representations and warranties as to its due organization, its due authorization and title to the Drag Along Shares and shall only be required to indemnify for breach of its own representations and warranties.
(c) If, within 15 days after the Drag Along Seller provides the Drag Along Notice, no sale of the Transferred Shares owned by the Drag Along Seller or the Drag Along Stockholder in accordance with the provisions of this Section 6 shall have been completed, the Drag Along Sale shall be terminated for purposes hereof.
(d) Simultaneously with the consummation of the sale of the Transferred Shares pursuant to this Section 6 the Drag Along Seller shall cause the Purchaser to remit directly to the Drag Along Stockholder the consideration with respect to the Drag Along Shares and shall furnish such other evidence of the completion and time of completion of such sale and terms and conditions, if any, thereof as may reasonably be requested by the Drag Along Stockholder.
(e) The provisions of this Section 6, however, shall remain in effect for any subsequent proposed sale.
6.3 Permitted Dispositions of Stock. Each Stockholder shall be entitled to directly or indirectly Transfer all or any portion of its Stock to any Affiliate of such Stockholder, and no such Transfer (other than a Transfer
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to a Purchaser) shall give rise to any rights under Sections 6.1 or 6.2. No Transfer may be made under this Section 6.3 unless the Person acquiring the shares of Stock pursuant to such Transfer agrees in writing to be bound by the provisions of this Section 6. No Transfer permitted by this Section 6.3 shall relieve the Stockholder effecting such Transfer from its obligations hereunder.
6.4 Definitions. For the purposes hereof, the following terms have the respective meanings:
(a) "Common Stock" means the common stock, $.01 par value, of the, Company.
(b) "Potential Seller(s)" means any Stockholder other than the Selling Stockholder.
(c) "Purchases" means any Person to which shares of Stock are proposed to be Transferred, but shall not include:
(i) any Person 30% or more of the fully diluted capital stock or other equity or ownership interests of which are directly or indirectly owned by the Selling Stockholder(s) and/or any Affiliates thereof (in the case of a Tag Along Sale) or the Drag Along Seller(s) and/or any Affiliates thereof (in the case of a Drag Along Sale); or
(ii) any Person 30% or more of the voting power of which is directly or indirectly owned by the Selling Stockholder(s) and/or any Affiliates thereof (in the case of a Tag Along Sale) or the Drag Along Seller(s) and/or any Affiliates thereof (in the case of a Drag Along Sale).
(d) "Stock" means (i) Common Stock, (ii) any capital stock into which such common stock may be changed or converted, (iii) capital stock of the Company of any other class (regardless of how denominated) issued to the holders of shares of Common Stock upon any reclassification thereof which is also not preferred as to dividends or assets on liquidation over any other class of stock of the Company and which is not subject to redemption, (iv) shares of common stock of any successor or acquiring corporation received by or distributed to the holders of Common Stock of the Company and (v) any warrant, option or other right exercisable for or convertible into capital stock of the Company (including without limitation that certain Warrant, dated May 11, 2000, issued by the Company to Lehman), together with any shares of capital stock of the Company issued upon the exercise or conversion thereof. For purposes of all calculations under this
Section 6, any warrants, options and other rights referred to in
Section 6.4(d)(v) shall be assumed to have been fully vested, exercised, and converted, as the case may be, immediately prior to any such calculation, and shall be treated for purposes of such calculations as the number of shares of Common Stock into which such warrants, options and other rights are exercisable or convertible.
(e) "Stockholders" means each of the parties hereto and their respective successors and assigns (other than the Company), whom on the date hereof are holders of shares of Stock (including without limitation Lehman).
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(f) "Transfer(s)" means to directly or indirectly, transfer, sell, assign, donate, contribute, or otherwise voluntarily or involuntarily dispose of.
6.5 Non-Cash Consideration. Notwithstanding anything in this Section 6 to the contrary, if (i) the consideration payable for shares of Stock to be sold in a Tag Along Sale or a Drag Along Sale consists of property other than cash ("Non-Cash Consideration") and (ii) the Purchaser acquiring such shares so requests in writing, each Included Stockholder or Drag Along Stockholder (collectively, "Holders") shall receive cash in lieu of Non-Cash Consideration that would otherwise be received by such Holder as consideration for the shares of Stock to be sold in such Tag Along Sale or Drag Along Sale (as the case may be). The amount of such cash shall equal the Appraised Value of the Non-Cash Consideration that would otherwise be received by such Holder. The term "Appraised Value" means:
(A) in respect of any share of capital stock included in the Non-Cash Consideration for which there is not a public market, the fair saleable value of such share of capital stock (determined without giving effect to the discount for (i) a minority interest or (ii) any lack of liquidity of such capital stock or to the fact that the company issuing such capital stock may have no class of equity registered under the Securities Exchange Act of 1934, as amended) as of the last day of the most recent fiscal month end based on the value of the Company, as determined by an investment banking firm of recognized national standing acceptable to the Holder (which acceptance shall not be unreasonably withheld or delayed) divided by the number of fully diluted shares of capital stock of such issuer;
(B) in respect of any share of capital stock included in the Non-Cash Consideration for which there is a public market, the average of the daily market prices of such stock for 30 consecutive business days commencing 45 days before such date. The daily market price for each such business day shall be (i) the last sale price on such day on the principal stock exchange on which such capital stock is then listed or admitted to trading, (ii) if no sale takes place on such day on any such exchange, the average of the last reported closing bid and asked prices on such day as officially quoted on any such exchange,
(iii) if such capital stock is not then listed or admitted to trading on any stock exchange, the average of the last reported closing bid and asked prices on such day in the over-the-counter market, as furnished by the National Association of Securities Dealers Automatic Quotation System or the National Quotation Bureau, Inc., (iv) if neither such corporation at the time is engaged in the business of reporting such prices, as furnished by any similar firm then engaged in such business, or (v) if there is no such firm, as furnished by any member of the NASD selected mutually by the Holder and the Company or, if they cannot agree upon such selection, an investment banking firm of recognized national standing as selected by two such members of the NASD, one of which shall be selected by the Holder and one of which shall be selected by the Company; and
(C) in respect of any property included in the Non-Cash Consideration other than those types described in paragraphs (A) and (B) above, the fair market value of such property as determined by an entity qualified to make such determinations acceptable to the Holder (which acceptance shall not be unreasonably withheld or delayed).
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7. Representations and Warranties.
7.1 Conseco, CIHC, the Company, Green Tree Residual and Green Tree Five. Conseco, CIHC, the Company, Green Tree Residual and Green Tree Five hereby represent and warrant to Lehman as follows:
(a) Organization. Each of Conseco, CIHC, the Company, Green Tree Residual and Green Tree Five is a corporation duly organized, validly existing, and in good standing under the Laws (as defined below) of its jurisdiction of incorporation, and has full corporate power and authority to enter into this Agreement and the other Transaction Documents to which it is a party and to perform its obligations under this Agreement and the other Transaction Documents to which it is a party. The term "Law" shall mean all laws, statutes, ordinances, Orders, and regulations of the United States of America or any state, commonwealth, city, county, or municipality thereof. The term "Order" shall mean an order, writ, ruling, judgment, directive, injunction or decree of any arbitrator, mediator or governmental or regulatory authority. Each of Conseco and the Company are operated as separate and independent corporations, and each maintains separate and independent (i) corporate books and records including but not limited to all matters related thereto and (ii) financial statements and balance sheets.
(b) Authority. The execution and delivery of this Agreement by Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company and the performance by Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company of their respective obligations under this Agreement and the Transaction Documents to which they are a party have been duly and validly authorized by all necessary corporate action on the part of Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company. This Agreement (i) has been duly executed and delivered by Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company, (ii) constitutes a legal, valid, and binding obligation of Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company and (iii) is enforceable against Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company in accordance with its terms, except to the extent that (a) enforcement may be limited by or subject to any bankruptcy, insolvency, reorganization, moratorium, or similar Laws now or hereafter in effect relating to or limiting creditors' rights generally and (b) the remedy of specific performance and injunctive and other forms of equitable relief are subject to certain equitable defenses and to the discretion of the court or other similar Person before which any proceeding therefor may be brought.
(c) Business Structure. Conseco and CIHC, on the one hand, and the Company, on the other, being separate and independent corporations, (i) have observed separate and independent corporate formalities related thereto and have separate and independent (A) business locations, (B) operating accounts, (C) employees, (D) assets and liabilities, and (E) proceeds from the sale of each entity's respective stock (it being recognized that an immaterial sharing of employees and facilities has occurred with an appropriate allocation of costs related thereto) and (ii) do not commingle funds or other assets.
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(d) No Conflicts or Violations. The execution and delivery of this agreement by Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company do not, and the performance by Conseco, CIHC, Green Tree Residual, Green Tree Five and the Company of their respective obligations under this Agreement will not:
(i) violate any term or provision of any Law applicable to Conseco, CIHC, Green Tree Residual, Green Tree Five or the Company or any of their respective subsidiaries, other than such violations that would not reasonably be expected to result in a Material Adverse Effect (as defined below) on the Company, CIHC, Green Tree Residual, Green Tree Five or Conseco;
(ii) conflict with or result in a violation or breach of any of the provisions of the certificate of incorporation or bylaws of Conseco, CIHC, Green Tree Residual, Green Tree Five or the Company or any of their respective subsidiaries;
(iii) conflict with or result in a violation or breach of, or constitute a default under, any contract or other agreement to which Conseco, CIHC, Green Tree Residual, Green Tree Five or the Company or any of their respective subsidiaries is a party other than such conflicts, violations, breaches or defaults that would not reasonably be expected to result in a Material Adverse Effect on the Company, CIHC, Green Tree Residual, Green Tree Five or Conseco; or
(iv) require Conseco, CIHC, Green Tree Residual, Green Tree Five or the Company or any of their respective subsidiaries to obtain any consent, approval, or action of, or make any filing with or give any notice to, any Person (except disclosure of the transactions contemplated in this Agreement in public filings as may be required by applicable securities laws or stock exchange rules), other than those the failure of which to obtain or make would not reasonably be expected to result in a Material Adverse Effect on the Company, CIHC, Green Tree Residual, Green Tree Five or Conseco.
The term "Material Adverse Effect" shall mean, as to any party hereto, any material adverse effect on (i) the assets, properties, business, licenses, income, condition (financial or otherwise) or results of the respective operations of such party, (ii) the transactions contemplated by this Agreement, (iii) the legality, validity or enforceability of this Agreement and the agreements and instruments to be entered into in connection herewith, or the realization of the rights and remedies thereunder, or (iv) the ability of such party to perform its respective obligations under this Agreement.
(e) Capitalization of the Company. As of the date hereof after giving effect to the transactions contemplated hereby, (i) the authorized capital stock of the Company consists of 1,000 shares of common stock, par value $.01 per share, of the Company ("Common Stock") and 1,000 shares of preferred stock, par value $.001 per share, of the Company and (ii) there are 103 shares of Common Stock issued and outstanding and 750 shares of Preferred Stock issued and outstanding. All issued and outstanding shares of Common Stock of the Company are duly authorized, validly issued, fully paid, and
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nonassessable and are owned beneficially and of record by CIHC and all issued and outstanding shares of Preferred Stock are duly authorized, validly issued, fully paid and nonassessable and are owned beneficially and of record by Conseco. Conseco directly owns all of the issued and outstanding common stock of CIHC. There are no outstanding securities, rights (preemptive or other), subscriptions, calls, warrants, options, or other agreements (except for the warrant issued as of May 11, 2000 by the Company to Lehman (the "Warrant")) that give any Person the right to purchase or otherwise receive or be issued any shares of capital stock of the Company or CIHC or any security convertible into or exchangeable for any shares of capital stock of the Company or CIHC. Immediately after issuance of the Warrant, the shares of Common Stock into which the Warrant will be exercisable represented 5% of the fully diluted common stock of the Company (assuming full vesting, conversion, and exercise of all securities, options, warrants, and other rights).
(f) Charter Documents and Bylaws. The Company has heretofore made available to Lehman true and complete copies of the certificate of incorporation and bylaws of the Company, in each case as in effect on the date hereof after giving effect to the Effective Date.
(g) CIHC Guaranty. The obligations of CIHC under the CIHC Guaranty do and will rank at least pari passu in priority of payment with all other unsecured indebtedness of CIHC.
7.2 Lehman. Lehman hereby represents and warrants to the Company, CIHC, Green Tree Residual, Green Tree Five and Conseco as follows:
(a) Organization. Lehman is a corporation duly organized, validly existing, and in good standing under the Laws of its jurisdiction of incorporation, and has full corporate power and authority to enter into this Agreement and to perform its obligations under this Agreement.
(b) Authority. The execution and delivery of this Agreement by Lehman and the performance by Lehman of its obligations under this Agreement have been duly and validly authorized by all necessary corporate action on the part of Lehman. This Agreement (i) has been duly executed and delivered by Lehman, (ii) constitutes a legal, valid, and binding obligation of Lehman and (iii) is enforceable against Lehman in accordance with its terms, except to the extent that
(a) enforcement may be limited by or subject to any bankruptcy, insolvency, reorganization, moratorium, or similar Laws now or hereafter in effect relating to or limiting creditors' rights generally and (b) the remedy of specific performance and injunctive and other forms of equitable relief are subject to certain equitable defenses and to the discretion of the court or other similar Person before which any proceeding therefor may be brought.
(c) No Conflicts or Violations. The execution and delivery of this Agreement by Lehman do not, and the performance by Lehman of its obligations under this Agreement will not:
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(i) violate any term or provision of any Law applicable to Lehman or any of its subsidiaries other than such violations that would not reasonably be expected to result in a Material Adverse Effect on Lehman;
(ii) conflict with or result in a violation or breach of any of the provisions of the certificate of incorporation or bylaws of Lehman or any of its subsidiaries;
(iii) conflict with or result in a violation or breach of, or constitute a default under, any contract or other agreement to which Lehman or any of its subsidiaries is a party, other than such conflicts, violations, breaches or defaults that would not reasonably be expected to result in a Material Adverse Effect on Lehman;
(iv) require Lehman or any of its subsidiaries to obtain any consent, approval, or action of, or make any filing with or give any notice to, any Person, other than those the failure to obtain or make would not reasonably be expected to result in a Material Adverse Effect on Lehman.
8. Survival of Representations and Warranties.
8.1 Survival. Subject to Section 8.2 hereof, the representations and warranties respectively made by the parties in this Agreement will expire on the second anniversary hereof, except that the representations and warranties set forth in Sections 7.1(e) and 7.1(g) hereof will remain in full force and effect until the expiration of all applicable statutes of limitation (including all periods of extension, whether automatic or permissive).
8.2 Pursuit of Claims. Any breach of any representation or warranty as to which a bona fide claim for indemnification has not been asserted in accordance with Section 9.3 hereof during the applicable survival period set forth in Section 8.1 hereof may not be pursued and is hereby irrevocably waived, except that if a claim for indemnification is made in accordance with Section 9.3 hereof before the expiration of the applicable survival period set forth in
Section 8.1 hereof, then (notwithstanding such survival period) the representation or warranty applicable to such claim shall survive until, but only for purposes of, the resolution of such claim.
9. Indemnification.
9.1 Indemnification by Conseco and the Company. Subject to the provisions of Section 8 hereof, Conseco, CIHC and the Company shall jointly and severally indemnify, defend, and hold harmless the Lehman Indemnitees (as defined below) for any and all Damages (as defined below) resulting from or relating to (i) any breach by Conseco, CIHC, Green Tree Residual, Green Tree Finance or the Company of any covenant or agreement made by Conseco, CIHC, Green Trees Residual, Green Tree Finance, the Company or any Affiliate thereof that subsequently becomes a party to this Agreement, in this Agreement and (ii) any breach by Conseco, CIHC, Green Tree Residual, Green Tree Five, the Company or any Affiliate thereof that subsequently becomes a party to this Agreement of any representation or warranty contained in Section 9.1 of this Agreement. The term "Lehman Indemnitee" shall mean Lehman, any Affiliate of Lehman, and any officer,
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director, employee, agent, or other representative of such entities. The term "Damages" shall mean any and all monetary damages, liabilities, fines, fees, penalties, interest obligations, deficiencies, losses, costs, expenses (including reasonable fees and expenses of attorneys, accountants, actuaries, and other experts).
9.2 Indemnification by Lehman. Subject to the provisions of Section 8 hereof, Lehman shall indemnify, defend, and hold harmless the Conseco Indemnitees (as defined below) for any and all Damages resulting from or relating to (i) any breach by Lehman of any covenant or agreement made by Lehman in this Agreement and (ii) any breach by Lehman of any representation or warranty contained in Section 7.2 of this Agreement. The term "Conseco Indemnitee" shall mean Conseco, any Affiliate of Conseco, and any officer, director, employee, agent, or other representative of such entities.
9.3 Indemnification Procedures.
(a) If an Indemnitee becomes aware of any matter that it believes is indemnifiable pursuant to Section 9.1 or 9.2 hereof and such matter involves (i) any claim made against the Indemnitee by any Person other than any Lehman Indemnitee or Conseco Indemnitee or (ii) the commencement of any action, suit, investigation, arbitration, or similar proceeding against the Indemnitee by any Person other than any Lehman Indemnitee or Conseco Indemnitee, the Indemnitee shall give the Indemnifying Party prompt written notice of such claim or the commencement of such action, suit, investigation, arbitration, or similar proceeding, which notice must (A) be given during the applicable survival period, (B) provide (with reasonable specificity) the basis on which indemnification is being asserted, (C) set forth the actual or good-faith estimated amount of Damages for which indemnification is being asserted, if known, and (D) be accompanied by copies of all relevant pleadings, demands, and other papers served on the Indemnitee. Failure to provide notice shall not relieve an Indemnifying Party of any obligation to provide indemnity hereunder, except to the extent that the Indemnifying Party is prejudiced by such failure in its efforts to defend such claim.
(b) The Indemnifying Party shall have a period of 30 days after the delivery of each notice required by Section 9.3(a) hereof during which to respond to such notice. If the Indemnifying Party elects to defend the claim described in such notice or does not respond within such 30-day period, the Indemnifying Party shall be obligated to compromise or defend (and shall control the defense of) such claim, at its own expense and by counsel chosen by the Indemnifying Party. The Indemnitee shall cooperate fully with the Indemnifying Party and counsel for the Indemnifying Party in the defense against any such claim, and the Indemnitee shall have the right to participate at its own expense in the defense of any such claim. If the Indemnifying Party responds within such 30-day period and elects not to defend such claim, the Indemnitee shall be free to compromise or defend (and control the defense of) such claim and to pursue such remedies as may be available to the Indemnitee under applicable Law.
(c) Any compromise or settlement of any claim (whether defended by the Indemnitee or by the Indemnifying Party) shall require the prior written consent of the Indemnitee and the Indemnifying Party, which consent shall not be unreasonably withheld or delayed. If, however, the Indemnitee refuses to consent to a bona fide offer of
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compromise or settlement that the Indemnifying Party desires to accept, the Indemnitee may continue to pursue such claim, free of any participation by the Indemnifying Party, at the sole expense of the Indemnitee. In such event, the obligation of the Indemnifying Party to the Indemnitee will equal the lesser of (i) the amount of the offer of compromise of settlement that the Indemnifying Party desired to accept, plus the reasonable out-of-pocket expenses (except for expenses resulting from the Indemnitee's participation in any defense controlled by the Indemnifying Party) incurred by the Indemnitee before the date the Indemnifying Party notified the Indemnitee of the offer of compromise or settlement, or (ii) the actual out-of-pocket amount that the Indemnitee is obligated to pay as a result of the Indemnitee's continued pursuit of such claim, plus the reasonable out-of-pocket expenses incurred by the Indemnitee after the Indemnifying Party notified the Indemnitee of the offer of compromise or settlement, minus the reasonable out-of-pocket expenses incurred by the Indemnifying Party after such notice date.
(d) If an Indemnitee becomes aware of any matter that it believes is indemnifiable pursuant to Section 9.1 or 9.2 hereof and such matter involves a claim made by Lehman, Conseco or the Company, the Indemnitee shall give the Indemnifying Party prompt written notice of such claim, which notice must (i) be given during the applicable survival period, (ii) provide (with reasonable specificity) the bases for which indemnification is being asserted, and (iii) set forth the actual or good-faith estimated amount of Damages for which indemnification is being asserted. The Indemnifying Party will have a period of 30 days after the delivery of each notice required by this
Section 9.3(d) during which to respond to such notice. If the Indemnifying Party accepts (in writing) full responsibility for the claim described in such notice, the Indemnifying Party shall pay upon demand to the Indemnitee the actual or estimated amount of Damages reflected in such notice. If the Indemnifying Party has disputed such claim or does not respond within such 30-day period, the Indemnifying Party and the Indemnitee agree to proceed in good faith to negotiate a resolution of such dispute. If all such disputes are not resolved through negotiations within 30 days after such negotiations begin or if such negotiations are not initiated within 30 days after notice is given, either the Indemnifying Party or the Indemnitee may initiate litigation to resolve such disputes.
(e) The term "Indemnitee" shall mean a Person claiming indemnification under this Section 9. The term "Indemnifying Party" shall mean a Person against whom claims of indemnification are being asserted under this Section 9.
10. Termination.
10.1 Termination Events. This Agreement shall terminate and be of no further force or effect automatically and without any action of the parties hereto at such time as (i) Lehman shall have exercised its warrant to purchase Common Stock of the Company, (ii) Lehman has been issued the preferred stock of Conseco pursuant to the Exchange Agreement between Lehman Brothers Holdings Inc. and Conseco, Inc. dated as of January 30, 2002 or (iii) the Residual Facility has been repaid in full, the Esoteric Asset Transactions under the Warehouse Facility have been repaid in full and the aggregate amount of wet financing under the Repurchase Agreement then outstanding would not exceed $150,000,000.
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10.2 Effect of Termination. If this Agreement terminates pursuant to
Section 10.1 hereof, this Agreement shall become null and void except that, (a) the provisions of Sections 6, 10, 11, and 13 and the last sentence of Section 5.3 hereof will continue to apply following any such termination, and (b) no party hereto will be relieved of any Liability (as defined below) for Damages that such party may have to the other parties by reason of such party's breach of this Agreement (or any representation, warranty, covenant, or agreement included herein). The term "Liability" shall mean all debts, obligations, and other liabilities (including without limitation surplus relief transactions) of a person (whether known or unknown and whether absolute, accrued, contingent, fixed, or otherwise, or whether due or to become due).
11. Public Announcements. No party shall make any public announcement or media comment regarding the existence or subject matter of this Agreement without prior consultation with the other parties hereto, except as required by law, applicable regulation or the rules of any securities exchange on which a party's securities are publicly traded. Each party shall not, and shall cause its direct and indirect subsidiaries to not, issue any press release or make any other public announcement or filing regarding any matter associated with this Agreement or the matters described herein unless the other parties hereto have been afforded a reasonable opportunity to review such release or announcement.
12. Miscellaneous
12.1 Notices. Any notice or other communication given pursuant to this Agreement must be in writing and (a) delivered personally, (b) sent by telefacsimile or other similar facsimile transmission, (c) delivered by overnight express, or (d) sent by registered or certified mail, postage prepaid, as follows:
(a) If to Conseco, CIHC, Green Tree Residual, Green Tree Five or the Company:
Conseco, Inc. 11825 North Pennsylvania Street Carmel, IN 46032 Attention: Gary C. Wendt, Chairman of the Board Facsimile: 317-817-6327
With a copy to:
Conseco, Inc. 11825 North Pennsylvania Street Carmel, IN 46032 Attention: David K. Herzog, Executive Vice President and Secretary Facsimile: 317-817-6327
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(b) If to Lehman:
Lehman Brothers Holdings Inc. 399 Park Avenue New York, NY 10022 Attention: Kurt Locher, Managing Director - FAS Facsimile: 212-526-8579
and to:
Lehman Brothers Holdings Inc. 399 Park Avenue New York, NY 10022 Attention: Vincent Primiano Facsimile: 212-526-0035
With a copy to:
Weil, Gotshal & Manges LLP 767 Fifth Avenue New York, NY 10153 Attention: Paul R. Lovejoy Facsimile: 212-310-8007
(c) All notices and other communications required or permitted under this Agreement that are addressed as provided in this Section will (A) if delivered personally or by overnight express, be deemed given upon delivery; (B) if delivered by telefacsimile or similar facsimile transmission, be deemed given when electronically confirmed; and (C) if sent by registered or certified mail, be deemed given when received. Any party from time to time may change its address for the purpose of notices to that party by giving a similar notice specifying a new address, but no such notice will be deemed to have been given until it is actually received by the party sought to be charged with the contents thereof.
12.2 Entire Agreement. Except for any Transaction Document or related agreement executed by Lehman, Green Tree Residual, Green Tree Five, Conseco and/or the Company prior hereto or concurrently herewith, this Agreement supersedes all prior discussions and agreements between the parties with respect to the subject matter of this Agreement, and this Agreement contains the sole and entire agreement between the parties hereto with respect to the subject matter hereof.
12.3 Expenses. Except as otherwise expressly provided in this Agreement, each of the parties hereto shall pay its own costs and expenses in connection with this Agreement and the transactions contemplated hereby.
12.4 Brokers.
20
(a) Indemnification by Conseco and the Company. Conseco and the Company shall jointly and severally indemnify and hold harmless each Lehman Indemnitee in respect of any and all claims or demands for commission, compensation, or other Damages by any broker, finder, or other agent (whether or not a present or former employee or agent of either of Conseco or the Company) claiming to have been engaged by Conseco, the Company or any of their respective Affiliates in connection with the transactions contemplated by this Agreement, and Conseco and the Company shall bear the cost of the reasonable out-of-pocket expenses incurred by each Lehman Indemnitee in investigating, defending against, or appealing any such claim or demand.
(b) Indemnification by Lehman. Lehman shall indemnify and hold harmless each Conseco Indemnitee in respect of any and all claims or demands for commission, compensation, or other Damages by any broker, finder, or other agent (whether or not a present or former employee or agent of Lehman) claiming to have been engaged by Lehman or any Affiliate of Lehman in connection with the transactions contemplated by this Agreement, and Lehman shall bear the cost of the reasonable out-of-pocket expenses incurred by each Conseco Indemnitee in investigating, defending against, or appealing any such claim or demand.
12.5 Waiver. Any term or condition of this Agreement may be waived at any time by the party that is entitled to the benefit thereof. Such waiver must be in writing and must be executed by an executive officer of such party. A waiver on one occasion will not be deemed to be a waiver of the same or any other breach or nonfulfillment on a future occasion. All remedies, either under this Agreement, or by Law or otherwise afforded, will be cumulative and not alternative. Lehman hereby waives any defaults under this Agreement existing as of the date hereof. Other than as expressly stated in the preceding sentence, nothing herein shall be construed as a forfeiture of any of Lehman's rights hereafter and Lehman otherwise reserves all remedies afforded to it hereunder.
12.6 Amendment. This Agreement may be modified or amended only by a writing duly executed by or on behalf of all of the parties hereto.
12.7 Counterparts. This Agreement may be executed simultaneously in any number of counterparts, each of which will be deemed an original, but all of which will constitute one and the same instrument.
12.8 No Third Party Beneficiary. The terms and provisions of this Agreement are intended solely for the benefit of Conseco, the Company, CIHC, Green Tree Residual, Green Tree Five and Lehman, and their respective successors and permitted assigns, and it is not the intention of the parties to confer third-party beneficiary rights upon any other Person.
12.9 Governing Law; Venue. This Agreement will be governed by and construed and enforced in accordance with the laws of the State of New York applicable to a Contract executed and performable in such state. EXCLUSIVE VENUE FOR ANY ACTION RELATING TO THIS AGREEMENT SHALL BE MAINTAINED IN ANY FEDERAL OR STATE COURT SITTING IN NEW YORK COUNTY, NEW YORK. EACH PARTY HEREBY CONSENTS TO
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PERSONAL JURISDICTION AND SERVICE OF PROCESS IN THE STATE OF NEW YORK FOR MATTERS BETWEEN THE PARTIES HERETO THAT ARISE OUT OF THIS AGREEMENT.
12.10 Binding Effect. This Agreement is binding upon and will inure to the benefit of the parties and their respective successors and permitted assigns.
12.11 No Assignment. Neither this Agreement nor any right or obligation hereunder or part hereof may be assigned by any parties hereto without the prior written consent of the other parties hereto (and any attempt to do so will be void), except (a) as otherwise specifically provided herein and
(b) that Lehman may assign all or any part of its rights or obligations hereunder to one or more of its Affiliates without the consent of the other parties hereto, provided however, that such assignment shall not relieve Lehman of its responsibilities hereunder.
12.12 Invalid Provisions. If any provision of this Agreement is held to be illegal, invalid, or unenforceable under any present or future Law, and if the rights or obligations under this Agreement of the parties hereto will not be materially and adversely affected thereby, (a) such provision will be fully severable; (b) this Agreement will be construed and enforced as if such illegal, invalid, or unenforceable provision had never comprised a part hereof; and (c) the remaining provisions of this Agreement will remain in full force and effect and will not be affected by the illegal, invalid, or unenforceable provision or by its severance from this Agreement.
12.13 Amendment and Restatement. Upon its effectiveness, this Agreement amends and restates in its entirety the Original Agreement. This Agreement does not constitute and shall not be construed to evidence a novation or termination of the Original Agreement.
12.14 Headings. The headings of the Sections of this Agreement have been inserted for convenience of reference only, are not intended to be considered a part hereof, and shall not modify or restrict any term or provision hereof.
12.15 Specific Performance. The parties recognize that if any of the parties hereto refuses to perform under the provisions of this Agreement (each, a "Breaching Party"), monetary damages alone will not be adequate to compensate the other parties for their injury. Each party hereto that has not refused to perform under the provisions of this Agreement required to be performed by it (each, a "Non-Breaching Party") shall therefore be entitled, in addition to any other remedies that may be available, to obtain specific performance of the terms of this Agreement. If any such action is brought by any party to enforce this Agreement, any Breaching Parties shall waive the defense that there is an adequate remedy at law. In the event of a default by any party which results in the filing of a lawsuit for damages, specific performances, or other remedies, any Non-Breaching Parties shall be entitled to reimbursement by any Breaching Parties of reasonable legal fees and expenses incurred by such Non-Breaching Party.
12.16 Releases. In further consideration of the execution of this Agreement, each of Conseco, CIHC, the Company, Green Tree Five and Green Tree Residual hereby release Lehman and its affiliates, officers, employees,
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directors, agents and attorneys (collectively, the "Releasees") from any and all claims, demands, liabilities, responsibilities, disputes, causes of action (whether at law or equity) and obligations of every nature whatsoever whether liquidated or unliquidated, known or unknown, matured or unmatured, fixed or contingent that any of such Persons may have against Releasees which arise solely from or relate to any Transaction Document (other than the Five-Year Senior Bank Facility Documents of Conseco, Inc.), to the extent arising out of, or relating to, actions, dealings or matters occurring on or prior to the date hereof (including, without limitation, any actions or inactions which Releasees may have taken prior to the date hereof); provided that such release shall in no manner amend, terminate, alter or release any contractual right any party may have with respect to any Releasee with respect to the terms and provisions of
(a) agreements related to financial advisory services, (b) underwriting or placement agreements entered into in connection with the sale of securities or
(c) that certain letter agreement by and between Lehman and the Company dated January 30, 2002.
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered as of the date first written above by the duly authorized representatives of the parties hereto.
CONSECO, INC.

By:/s/ William J. Shea
   -------------------------------------
   Name:  William J. Shea
   Title: President and Chief Operating
          Officer

CONSECO FINANCE CORP.

By:/s/ Charles H. Cremens
   -------------------------------------
   Name:  Charles H. Cremens
   Title: President

LEHMAN BROTHERS HOLDINGS INC.

By:/s/ Karen Manson
   -------------------------------------
   Name:  Karen Manson
   Title: Senior Vice President

CIHC, INCORPORATED

By:/s/ William T. Devanney, Jr.
   -------------------------------------
   Name:  William T. Devanney, Jr.
   Title: Senior Vice President,
          Corporate Taxes

GREEN TREE RESIDUAL FINANCE CORP. I

By:/s/ Charles H. Cremens
   -------------------------------------
   Name:  Charles H. Cremens
   Title: President

[SIGNATURE PAGE TO AMENDED AND RESTATED AGREEMENT (UMBRELLA AGREEMENT)]
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GREEN TREE FINANCE CORP. -FIVE

By:/s/ Charles H. Cremens
   -------------------------------------
   Name:  Charles H. Cremens
   Title: President

[SIGNATURE PAGE TO AMENDED AND RESTATED AGREEMENT (UMBRELLA AGREEMENT)
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CONSECO, INC. AND SUBSIDIARIES
Exhibit 12.1
Computation of Ratio of Earnings to Fixed Charges, Preferred Dividends and Distributions on Company-Obligated Mandatorily Redeemable Preferred Securities of Subsidiary Trusts - Consolidated Basis for the years ended December 31, 2001, 2000 and 1999

(Dollars in millions)


                                                                                    2001         2000       1999
                                                                                    ----         ----       ----

Pretax income (loss) from operations:
  Net income (loss)..........................................................    $ (405.9)   $ (1,191.2) $   595.0
  Add income tax expense (benefit)...........................................      (115.8)       (376.2)     423.1
  Add extraordinary (gain) loss on extinguishment of debt....................       (17.2)          5.0        -
  Add minority interest......................................................       119.5         145.3      132.8
  Add cumulative effect of accounting change.................................         -            55.3          -
                                                                                 --------    ----------  ---------

     Pretax income (loss) from operations....................................      (419.4)     (1,361.8)   1,150.9
                                                                                 --------    ----------  ---------

Add fixed charges:
  Interest expense on corporate debt, including amortization.................       369.5         438.4      249.1
  Interest expense on finance debt...........................................     1,205.9         996.1      254.7
  Interest expense on investment borrowings..................................        33.8          18.6       57.9
  Portion of rental (1)......................................................        22.1          23.5       20.3
                                                                                ---------    ----------  ---------

     Fixed charges...........................................................     1,631.3       1,476.6      582.0
                                                                                ---------    ----------  ---------

     Adjusted earnings.......................................................    $1,211.9    $    114.8   $1,732.9
                                                                                 ========    ==========   ========

         Ratio of earnings to fixed charges..................................          (2)           (4)     2.98X
                                                                                        =             =      =====

         Ratio of earnings to fixed charges, excluding interest expense on
           finance debt and investment borrowings............................          (2)           (4)     5.27X
                                                                                        =             =      =====

Fixed charges................................................................    $1,631.3     $ 1,476.6   $  582.0
Add dividends on preferred stock, including dividends on preferred
  stock of subsidiaries (divided by the ratio of income before minority
  interest and extraordinary charge to pretax income)........................        19.8          17.0        2.4
Add distributions on Company-obligated mandatorily redeemable
  preferred securities of subsidiary trusts..................................       183.9         223.6      204.3
                                                                                 --------     ---------   --------

     Fixed charges...........................................................    $1,835.0     $ 1,717.2   $  788.7
                                                                                 ========     =========   ========

     Adjusted earnings.......................................................    $1,211.9    $    114.8   $1,732.9
                                                                                 ========    ==========   ========

         Ratio of earnings to fixed charges, preferred dividends and
           distributions on Company-obligated mandatorily redeemable
           preferred securities of subsidiary trusts.........................          (3)           (5)     2.20X
                                                                                        =             =      =====

         Ratio of earnings to fixed charges, preferred dividends and
           distributions on Company-obligated mandatorily redeemable preferred
           securities of subsidiary trusts, excluding interest expense on
           finance debt and
           investment borrowings.............................................          (3)           (5)     2.98X
                                                                                        =             =      =====

--------------------
  (1)   Interest portion of rental is estimated to be 33 percent.
  (2)   For such ratios, adjusted earnings were $419.4 million less than fixed
        charges. Adjusted earnings for the year ended December 31, 2001,
        included: (i) special and impairment charges of $488.8 million; and (ii)
        provision for losses related to loan guarantees of $169.6 million, as
        described in greater detail in the notes to the accompanying
        consolidated financial statements.
  (3)   For such ratios, adjusted earnings were $623.1 million less than fixed
        charges. Adjusted earnings for the year ended December 31, 2001,
        included: (i) special and impairment charges of $488.8 million; and (ii)
        provision for losses related to loan guarantees of $169.6 million, as
        described in greater detail in the notes to the accompanying
        consolidated financial statements.
  (4)   For such ratios, adjusted earnings were $1,361.8 million less than fixed
        charges. Adjusted earnings for the year ended December 31, 2000,
        included: (i) special and impairment charges of $1,215.0 million; and
        (ii) provision for losses related to loan guarantees of $231.5 million,
        as described in greater detail in the notes to the accompanying
        consolidated financial statements.
  (5)   For such ratios, adjusted earnings were $1,602.4 million less than fixed
        charges. Adjusted earnings for the year ended December 31, 2000,
        included; (i) special and impairment charges of $1,215.0 million; and
        (ii) provision for losses related to loan guarantees of $231.5 million,
        as described in greater detail in the notes to the accompanying
        consolidated financial statements.
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                              LIST OF SUBSIDIARIES


        NAME (1)                                                       JURISDICTION
-----------------------                                                ------------
CDOC, Inc.                                                             Delaware
Conseco Entertainment, Inc.                                            Indiana
     Conseco Entertainment, LLC                                        Indiana
Conseco Equity Sales, Inc.                                             Texas
Conseco Risk Management, Inc.                                          Indiana
Conseco Capital Management, Inc.                                       Pennsylvania
ExlService.com, Inc.                                                   Delaware
     exlService.com (India) Private Limited                            India
CIHC, Incorporated                                                     Indiana
     Conseco Securities, Inc.                                          Delaware
     Conseco Life Insurance (Bermuda) Limited                          Bermuda
     Conseco Life Insurance Company of Texas                           Texas
         Conseco Direct Life Insurance Company                         Pennsylvania
         Conseco Annuity Assurance Company                             Illinois
         Conseco Senior Health Insurance Company                       Pennsylvania
              Conseco Life Insurance Company of New York               New York
         Conseco Variable Insurance Company                            Texas
         Washington National Insurance Company                         Illinois
              Conseco Life Insurance Company                           Indiana
         Pioneer Life Insurance Company                                Illinois
              Manhattan National Life Insurance Company                Illinois
              Conseco Medical Insurance Company                        Illinois
         Conseco Health Insurance Company                              Arizona
         Bankers Life Insurance Company of Illinois                    Illinois
              Bankers Life and Casualty Company                        Illinois
                  Carmel Fifth LLC                                     Delaware
     Bankers National Life Insurance Company                           Texas
     Conseco Management Services Company                               Texas
     Conseco Services, LLC                                             Indiana
     CFIHC, Inc.                                                       Delaware
         Conseco Private Capital Group, Inc.                           Indiana
         Performance Matters Associates, Inc.                          Delaware

         Performance Matters Associates of Texas, Inc.                 Texas
         Performance Matters Associates of Kansas, Inc.                Kansas
         Performance Matters Associates of Ohio, Inc.                  Ohio
Conseco Finance Corp.                                                  Delaware
     Conseco Financing Servicing Corp.                                 Delaware
         P Financial Services, Inc.                                    Minnesota
         Green Tree Retail Services Bank, Inc.                         South Dakota
         Conseco Finance Loan Company                                  Minnesota
              Green Tree Titling Holding Company I                     Delaware
                  G.T. Titling, LLC I                                  Delaware
                  G.T. Titling, LLC II                                 Delaware
                  Green Tree Titling Limited Partnership I             Delaware
                  Green Tree Titling Limited Partnership II            Delaware
                      Conseco Finance Leasing Trust                    Delaware
     Conseco Finance Vendor Services Corporation                       Delaware
         Green Tree Lease Finance I, Inc.                              Minnesota
         Green Tree Lease Finance I, LLC                               Delaware
         Green Tree Lease Finance II, Inc.                             Minnesota
              Green Tree Lease Finance 1997-1, LLC                     Delaware
              Green Tree Lease Finance 1998-1, LLC                     Delaware
              Conseco Finance Lease 2000-1, LLC                        Delaware
              Green Tree Warehouse I, LLC                              Delaware
     Conseco Agency, Inc.                                              Minnesota
         Conseco Agency of Alabama, Inc.                               Alabama
         Conseco Agency of Kentucky, Inc.                              Kentucky
         Crum-Reed General Agency, Inc.                                Texas
         Dealer Service Trust Corporation                              Minnesota
         Conseco Agency Reinsurance Limited                            Turks and Caicos
     Consolidated Acceptance Corporation                               Nevada
         Woodgate Consolidated Incorporated                            Texas
              Woodgate Utilities, Inc.                                 Texas
              Woodgate Place Owners Association                        Texas
     Conseco Finance Canada Holding Company                            Delaware
         Conseco Finance Canada Company                                Nova Scotia
     MaHCS Guaranty Corporation                                        Delaware
     Conseco Finance Corp. - Alabama                                   Delaware
     Conseco Agency of Nevada, Inc.                                    Nevada
     Conseco Agency of New York, Inc.                                  New York
     Green Tree Floorplan Funding Corp.                                Delaware
     Conseco Bank, Inc.                                                Utah
     Green Tree Financial Corp. - Texas                                Delaware
     Green Tree Residual Finance Corp. I                               Minnesota
     Conseco Finance Securitizations Corp.                             Minnesota
     Conseco Finance Vehicle Securitizations Corp.                     Minnesota
     Green Tree Manufactured Housing Net Interest Margin Finance Corp. Delaware
     Green Tree Manufactured Housing Net Interest Margin Finance Corp. Delaware
     Green Tree Finance Corp. - One                                    Minnesota
     Green Tree Finance Corp. - Two                                    Minnesota

     Green Tree Finance Corp. - Three                                  Minnesota
     Green Tree Finance Corp. - Five                                   Minnesota
     Green Tree Finance Corp. - Six                                    Minnesota
     Green Tree RECS Guaranty Corporation                              Minnesota
     Green Tree RECS II Guaranty Corporation                           Minnesota
     Conseco Finance Credit Corp.                                      New York
     Conseco Finance Consumer Discount Company                         Pennsylvania
     Green Tree First GP Inc.                                          Minnesota
     Green Tree Second GP Inc.                                         Minnesota
     Rice Park Properties Corporation                                  Minnesota
     Green Tree Retail Services Funding Corp.                          Minnesota
     BizGuild, Inc.                                                    Minnesota
     HIRC, Inc.                                                        Minnesota

------------------

(1)   Except otherwise indicated, each company is a direct or indirect wholly
      owned subsidiary of the indicated parent.
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CONSENT OF INDEPENDENT ACCOUNTANTS
We hereby consent to the incorporation by reference in the Registration Statements of Conseco, Inc. (File Nos. 33-57079, 33-56901, 33-57931, 33-40556, 33-58710, 33-58712, 333-10297, 333-18037, 333-18581, 333-19783, 333-23251, 333-28305, 333-32615, 333-32617, 333-32621, 333-41114, 333-83607, 333-51123, 333-83465, 333-85825, 333-68264, 333-68466 and 333-68742) of our report dated March 29, 2002, on our audits of the consolidated financial statements and financial statement schedules of Conseco, Inc. as of December 31, 2001 and 2000, and for the years ended December 31, 2001, 2000 and 1999, which report is included in this Annual Report on Form 10-K.

                                        /s/ PRICEWATERHOUSECOOPERS LLP
                                        ------------------------------
                                        PricewaterhouseCoopers LLP



Indianapolis, Indiana
March 29, 2002


