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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

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

For the quarterly period ended June 30, 1997

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

For the transition period from to

Commission File Number 1-9250

Conseco, Inc.
No. 35-1468632

Indiana

State of Incorporation IRS Empl oyer ldentification No.

11825 N. Pennsylvania Street
Carmel, Indiana 46032 (317) 86100
Address of principal executive offices Telephone

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

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

Shares of common stock outstanding as of Auguk®47: 187,880,48



PA RT I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.
Cco NSECO, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
(Dollars in millions)

ASSETS
June 30, December 31,
199 7 1996
(unaudi ted)
Investments:
Actively managed fixed maturities at fair value (amortized cost:

1997 - $18,977.1; 1996 - $17,203.3)........... 60.2 $17,307.1

Equity securities at fair value (cost: 1997 - $1 1 86.7 99.7
Mortgage l0ans........ccccoeevveecvieeennnenn. 24.5 356.0
Credit-tenant [oans............cccoeveernineen, 45.2 447.1
Policy loans.........cccceevvvveeiiiieeeinen, 19.4 542.4
Other invested assets .. 67.6 259.6
Short-term investments 64.3 281.6
Assets held in separate accounts................ 93.5 337.6
Total INVESIMENTS..ccocciieeieiieees e ————————— 21,8 61.4 19,631.1
Accrued iNVEStMENt INCOME.....ccceiviiiieeciis e 3 39.6 296.9
Cost of policies purchased.. 2,5 05.3 2,015.0
Cost of policies produced... 7 28.0 544.3
Reinsurance receivables. 7 92.7 504.2
Income tax assets e s 2 89.8 8.8
Goodwill (net of accumulated amortization: 1997 - $ 122.0; 1996 - $83.2)...ccccvivvieiiiiens 3,1 33.6 2,200.8
Property and equipment (net of accumulated deprecia tion: 1997 - $78.8; 1996 - $69.7) ......... 1 48.7 110.5
Securities segregated for future redemption of red eemable preferred stock of a subsidiary.... 33.3 45.6
Other @SSeIS.....ocvviiiiiiiiiiiieeiieeeneee e 3 55.4 255.5
TOtAl ASSEIS. ccvvviiiiieei e ——— $30,1 87.8 $25,612.7

(continued on next page)

The accompanying notes are an integral part o€dimsolidated financial statements.
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Cco

CONSO

LIABI

Liabilities:
Insurance liabilities:
Interest sensitive products...................
Traditional products............ccoevveennnes
Claims payable and other policyholder funds...
Unearned premiums...
Investment borrowings.
Other liabilities..........cccccovirrennene
Liabilities related to separate accounts .......
Commercial Paper......cccccveeiieeeeiiveennns
Notes payable..........ccccoveriiienniennns

Total liabilities............ccoeeevnne

Minority interest:
Company-obligated mandatorily redeemable preferr
of subsidiary trusts...........cccccovveenne
Mandatorily redeemable preferred stock of subsid
Common stock of subsidiary..............c.......

Shareholders' equity:
Preferred stocK........ccccoviiniiiiinnne
Common stock and additional paid-in capital (no
authorized, shares issued and outstanding: 199
1996 - 167,128,228).....cccccveriirneannnne
Unrealized appreciation (depreciation) of securi
Fixed maturity securities (net of applicable d
1997 - $13.8; 1996 - $21.5).......ccuene
Other investments (net of applicable deferred
1997 - $(.2); 1996 - $(.5)).veeveeenene
Retained earnings............cccoeevvveernineen,

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

Total liabilities and shareholders' equi

NSECO, INC. AND SUBSIDIARIES

LIDATED BALANCE SHEET, continued

(Dollars in millions)

LITIES AND SHAREHOLDERS' EQUITY

par value, 500,000,000 shares
7 -187,210,297;

........................................... 2,4
ties:

eferred income taxes:

income taxes:
........................................... 9
........................................... 3,5

B ettt $30,1

The accompanying notes are an integral part of¢imsolidated financial statements.
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30,
7

ited)

89.1
99.2
70.2
39.2
33.0
88.8
93.5
87.2
86.5

86.7

00.0
67.7

22.0
48.9

25.6

(-4)
36.6

32.7
87.8

December 31,
1996

$14,795.5
3,180.1
1,056.3
272.4
383.4
709.5
337.6

600.0
97.0

267.1

2,029.6

39.8

(-9

3,085.3

$25,612.7



Cco

CONSO

Revenues:
Insurance policy income:
Traditional products
Interest sensitive products.
Net investment income.....
Net investment gains (losses). .
Fee revenue and other income..................
Restructuring income

Total revenues..........cccoeeeveerinenne

Benefits and expenses:
Insurance policy benefits...........c.ccoc......
Change in future policy benefits....
Amounts added to annuity and financial product p

account balances................ccccceee.

Interest expense on notes payable...............
Interest expense on short-term investment borrow
Amortization related to operations..............
Amortization related to investment gains (losses
Nonrecurring expense related to death of an exec
Other operating costs and expenses..............

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

Income before income taxes, minority interes

Income tax eXpense.........cccevvveeiieiiienns

Income before minority interest and extraord

Minority interest:
Distributions on Company-obligated mandatorily r
securities of subsidiary trusts...............
Dividends on preferred stock of subsidiaries....
Equity in earnings of subsidiaries..............

Income before extraordinary charge .........
Extraordinary charge on extinguishment of debt, net
minority iNterest..........cccevveeeneeennee.
Netincome.........ccoceeiiciiiiiiinnns
Less amounts applicable to preferred stock:

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

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

NSECO, INC. AND SUBSIDIARIES

LIDATED STATEMENT OF OPERATIONS

(Dollars in millions)
(unaudited)

Three months ended
June 30,

1997

1996

........................... 1,129.3 571.2
t and extraordinary charge.  231.2 101.3
........................... 84.3 39.4
inary charge .............. 146.9 61.9
edeemable preferred
. 12.9 -
1.2 2.5
- 9.3
........................... 132.8 50.1
of taxes and
........................... 2.2 -
........................... 130.6 50.1
.9 -
2.2 9.1
. $ 1275 $ 410

(continued on next page)
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The accompanying notes are an integral part of¢imsolidated financial statements.

Six months ended
June 30,

1997 1996

$1,3426 $ 682.4

2125 59.0

854.1 561.9

20.9 2.9

29.4 27.7
- 30.4

81.6 12.0
379.8 289.7
51.3 54.2
8.3 8.6
218.5 99.5
26.6 12.3
9.3 -
270.6 122.0

5.5 17.4
242.1 96.4
13.2 -

4.5 17.2




Cco

CONSOLIDAT
(Dollars

Earnings per common share and common equivalent sha
Primary:
Weighted average shares outstanding...........
Income before extraordinary charge............
Extraordinary charge............ccccoveuven.

Net inCOMe.......cccvvveiiiiiieciiieens

Fully diluted:
Weighted average shares outstanding...........
Income before extraordinary charge............
Extraordinary charge............ccccoveuvene

Net inCome........cocvvveeviiiieniieeenns

NSECO, INC. AND SUBSIDIARIES

ED STATEMENT OF OPERATIONS, continued
in millions, except per share data)

(unaudited)
Three months ended Six months ended
June 30, June 30,

1997 1996 1997 1996
re:
................. 214,917,600 105,133,300 20 9,436,300 102,250,200
. $.62 $.43 $1.12 $1.02

.01 - .02 17

.................. $.61 $.43 $1.10 $ .85
.................. 214,917,600 123,011,300 20 9,436,300 121,286,400
.................. $.62 $.41 $1.12 $.94
.................. 01 - 02 .15
.................. $.61 $.41 $1.10

The accompanying notes are an integral part o€dimsolidated financial statements.
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Cco

CONSOLIDAT

Preferred stock:
Balance, beginning of period....................
Issuance of convertible preferred stock.......
Conversion of preferred stock into common shar

Balance, end of period............cccccceueenen.

Common stock and additional paid-in capital:
Balance, beginning of period....................

Amounts related to stock options and employee
Tax benefit related to issuance of shares unde
Conversion of convertible debentures into comm
Conversion of preferred stock into common shar
Issuance of shares in merger with Capitol Amer
Issuance of shares in merger with Pioneer Fina
Cost of issuance of preferred stock...........

Cost of shares acquired charged to common stoc

Balance, end of period............cc.ccocvenen.

Unrealized appreciation (depreciation) of securitie
Fixed maturity securities:
Balance, beginning of period..................
Change in unrealized appreciation (depreciat

Balance, end of period..............ccccene.

Other investments:
Balance, beginning of period..................
Change in unrealized appreciation (depreciat

Balance, end of period..............cceeene.

Retained earnings:
Balance, beginning of period....................
Netincome .......ccccevvivieiiicnneene.
Cost of shares acquired charged to retained ea
Amounts applicable to preferred stock:
Charge related to induced conversion of conv
Dividends on preferred stock................
Dividends on common stock.....................

Balance, end of period............cccccoeeenen.

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

NSECO, INC. AND SUBSIDIARIES
ED STATEMENT OF SHAREHOLDERS' EQUITY

(Dollars in millions)
(unaudited)

r stock option plans...........ccccee... 82
ON Shares........ccccovvvveniencnnes 152

145
ican Financial Corporation................ 115
ncial Services, INC.............c.cooo. 342
.......................................... 3
k and additional paid-in capital.......... (574
.......................................... 2
.......................................... $2,448
s:
.......................................... $ 39
0N (14
.......................................... $ 25
.......................................... $ (
0N
.......................................... $ (

The accompanying notes are an integral part o€dimsolidated financial statements.
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x months ended
June 30,

7 1996
1 $ 2835
267.1
1) (14.1)
0 $ 5365
6  $157.2
2 8.9
5 15.5
1 -
1 14.1
7 -
5 -
3) (9.2)
.9) (3.1)
6) -
9 $ 1834
8 $ 1126
2)  (168.6)
6 $ (56.0)
9 $ 1
5 2
4 $ 3
7 $ 5583
1 96.4
4) (22.9)
3) -
4) 17.2)
1) (1.9)
6 $ 6127
7 $1,276.9




Cco

CONSO

Cash flows from operating activities:

Net inCoMe........ccvvviveiieiieieee

Adjustments to reconcile net income to net cash
Amortization and depreciation.................
Income taxes
Insurance liabilities...........cc.ccccceeee
Amounts added to annuity and financial product
Fees charged to insurance liabilities.........
Accrual and amortization of investment income.
Deferral of cost of policies produced.........
Restructuring inCOMe..........cccoeccvveeennee
Minority interest..........cccoecvvevvinnenne
Extraordinary charge on extinguishment of debt

Net cash provided by operating activities...

Cash flows from investing activities:
Sales of investments...........cccceevenene
Maturities and redemptions.............cc.c.....
Purchases of investments........................
Purchase of property and casualty insurance brok
Purchase of mandatorily redeemable preferred sto
Repurchase of equity securities by Bankers Life
Acquisition of Capitol American Financial Corpor
Cash held by Pioneer Financial Services, Inc. at

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

Cash flows from financing activities:
Issuance of Company-obligated mandatorily redeem
Issuance of shares related to stock options and
Issuance of convertible preferred stock.........
Issuance of commercial paper, net.....
Issuance of notes payable............
Payments on notes payable.......................
Payments to repurchase equity securities of Cons
Investment borrowings..........ccccoevvveennns
Deposits to insurance liabilities....
Withdrawals from insurance liabilities..........
Charge related to induced conversion of converti
Dividends paid ..........cccevvivieiiiieenns

Net cash provided by financing activities...

Net increase (decrease) in short-term invest

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

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

NSECO, INC. AND SUBSIDIARIES

LIDATED STATEMENT OF CASH FLOWS
(Dollars in millions)
(unaudited)

.......................................... $ 242

provided by operating activities:

254

(11

(27
policyholder account balances............ 379
(211

(27

(261

erage businesses..........ccccoevveennns

ck of subsidiary...... . (30

Holding Corporation.............ccccvu...

ation, net of cash held at date of merger. (522
date of merger.........ccoccvvevniennns 44

able preferred stock of subsidiary trusts. 296
employee benefit plans................... 27

The accompanying notes are an integral part oftimsolidated financial statements.
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x months ended
June 30,

7 1996
1 $ 96.4
3 115.8
4) (3.3)
2) 413
8 289.7
1) (58.4)
4) (31.4)
6)  (139.2)
- (30.4)
- 17.6
4 26.7
9) (2.9)
0 (38.9)
0 283.0
8 30371
4 302.2
4)  (3,622.8)
- (12.0)
5) -
- (27.7)
1) -
2 -
4) (26.1)
0)  (349.3)
7 -
1 15
257.9
2 -
4 404.1
7)  (645.4)
6) (21.5)
6 146.9
4 7705
8)  (875.3)
2) -
6) (15.6)
7 23.1
7 (43.2)
6 189.9
3 $ 1467



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following notes should be read in conjunctidgthwhe notes to consolidated financial statemamsided in the 1996 Form 10-K of
Conseco, Inc. ("We", "Consecao" or the "Company").

BASIS OF PRESENTATION

Our unaudited consolidated financial statementsf and for the periods ended June 30, 1997 and,¥88éct all adjustments, consisting o
of normal recurring items, which are necessaryrésgnt fairly Conseco's financial position and Itesaf operations on a basis consistent \
that of our prior audited consolidated financialtsments. We have reclassified certain amounts fhenprior period to conform to the 1997
presentation. We have restated all share and pee simounts for the February 11, 1997, and AprilgBb6 two-for-one stock splits.

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

Consolidation issues. Conseco's ownership of Barlkiée Holding Corporation ("BLH") was 88 percerttizecember 31, 1995, and increased
to 90.5 percent at March 31, 1996, as a resulhafesrepurchases by BLH. On December 31, 1996 owsleted the purchase of BLH
common shares we did not previously own in a tretima pursuant to which BLH merged with a whollymed subsidiary of Conseco (the
"BLH Merger"). The accounts of BLH are consolidateith Conseco's accounts for all periods in theoageanying consolidated financial
statements.

The assets and liabilities of BLH included in Cartss consolidated balance sheet represent theviojocombination of values: (i) the
portion of BLH's net assets acquired by ConsedherNovember 1992 acquisition made by Conseco &dpértners, L.P. is valued as of that
acquisition date; (ii) the portion of BLH's net essacquired in 1993, 1995 and the first quarterd®6 is valued as of the dates of their
purchase; and (iii) the portion of BLH's net assetguired in the BLH Merger is valued as of Deceng@ie 1996.

Conseco Capital Partners Il, L.P. ("Partnership IConseco's second investment partnership, achAingerican Life Holdings, Inc. ("ALH")
on September 29, 1994. Because Conseco was thgesweal partner of Partnership Il, Conseco coealdPartnership 1l and ALH even
though our ownership interest was less than 50epér8ecause of this control, Conseco's consolid@tencial statements were required to
include the accounts of ALH. Immediately after #oguisition of ALH, Conseco, through its directéstment and through its equity interests
in the investments made by BLH and other affiliatesd approximately a 27 percent ownership intére8t. H. Conseco's ownership interest
in ALH increased to 36 percent in 1995.

On September 30, 1996, we purchased all of the aomshares of ALH we did not previously own fromtRarship Il for $165.0 million in
cash (the "ALH Stock Purchase") and Partnershigald terminated. We were required to use step-hassunting when we acquired the
shares of ALH common stock in the ALH Stock Purehasd for our previous acquisitions. As a resh#,dssets and liabilities of ALH
included in Conseco's consolidated balance shpetsent the following combination of values: (i¢ thortion of ALH's net assets acquired by
Conseco in the initial acquisition of ALH made bgrimership 1l is valued as of September 29, 1994the portion of ALH's net assets
acquired on November 30, 1995 is valued as ofdht; and (iii) the portion of ALH's net assetsuacef in the ALH Stock Purchase is
valued as of September 30, 1996.

On August 2, 1996, we completed the acquisitioa (ttPG Merger") of Life Partners Group, Inc. ("LP@&hd LPG became a wholly owned
subsidiary of Conseco. On December 17, 1996, weptaied the acquisition (the "ATC Merger") of AmexncTravellers Corporation
("ATC") and ATC was merged with and into Consec@hwonseco being the surviving corporation. On&maber 23, 1996, we completed
the acquisition (the "THI Merger") of Transport ldoigs Inc. ("THI") and THI was merged with and if@onseco with Conseco being the
surviving corporation. On March 4, 1997, we comgdiethe acquisition (the "CAF Merger") of Capitol Arnitan Financial Corporation
("CAF") and CAF became a wholly owned subsidiaryCohseco. On May 30, 1997, we completed the admrigithe "PFS Merger") of
Pioneer Financial Services, Inc. ("PFS") and PR&ime a wholly owned subsidiary of Conseco. The aaisoof LPG are consolidated with
Conseco effective July 1, 1996; the accounts of ARG THI are



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

consolidated effective December 31, 1996; the autsoaf CAF are consolidated effective January 71@nd the accounts of PFS are
consolidated effective April 1, 1997.

ADJUSTMENT TO ACTIVELY MANAGED FIXED MATURITY SECUR ITIES

We classify fixed maturity securities into thre¢ezpries: "actively managed" (which are carriedstiimated fair value), "trading
account" (which are carried at estimated fair vahred "held to maturity" (which are carried at atrred cost). We did not classify any fixed
maturity securities in the held to maturity or fragicategories at June 30, 1997.

Adjustments to carry actively managed fixed mayuscurities at fair value have no effect on ouniegs. We record them, net of tax and
other adjustments, as an adjustment to sharehbégrisy. The components of the balance sheetaaftinrealized appreciation
(depreciation) of fixed maturity securities, net'shareholders' equity at June 30, 1997, and Deme8ih 1996, are as follows:

June 30, 1997 Dece mber 31, 1996
Effect of E ffect of
fair value  Carrying fa ir value Carrying

Cos t basis adjustments  value Cost basis ad justments  value

(Dollars in millions)

Actively managed fixed maturity

SECUMLIES. ..eeveeeeieeiieeieeeeiees $18 9771  $ 83.1 $19,060.2 $17,203.3 $103.8 $17,307.1
Other balance sheet items:

Cost of policies purchased............... 2 ,552.0 (46.7) 2,505.3 2,059.2 (44.2) 2,015.0

Cost of policies produced................ 723.0 5.0 728.0 542.6 1.7 544.3

Amounts related to assets held in trust
under reinsurance agreements

(included in other liabilities)....... - (2.0) (2.0) - -
Income tax assets.......ccccevveennenn. 303.6 (13.8) 289.8 30.3 (21.5) 8.8
Unrealized appreciation (depreciation)
of fixed maturity securities, net..... $ 25.6 $ 39.8

DERIVATIVE FINANCIAL INSTRUMENTS

Conseco has entered into interest rate swap agntenvhich expire in 2002. Such agreements effelgtivenvert the fixed cost the Company
incurs on $200.0 million of Company-obligated mawdéy redeemable preferred securities of subsjdiarsts to a variable rate during the
next five years. Under the agreements, Consecivesca weighted average fixed rate of 6.82 perardtpays a floating rate based on
LIBOR, determined quarterly. At June 30, 1997 ,wiedghted average floating rate was approximatef percent. Unrealized gains or losses
related to the interest rate swap agreements (wirick not material at June 30, 1997) are not reftein the consolidated financial
statements.

In 1996, we introduced equity-indexed annuity paiduwhich provide a guaranteed base rate of retita higher potential return linked to
the performance of a broad-based equity index. M&eimplemented a hedging program under which wehmase Standard & Poor's 500
Index Call Options ("S&P Options"). We buy S&P Qpts to offset potential increases in policyholdaraaint balances for equity-indexed
annuity policies resulting from increases in theex to which the products are linked. We includedbst of the S&P Options in the pricing
the equity-indexed annuity products. We reflectngjes in the values of the S&P Options, which flattun relation to changes in
policyholder account balances for these annuiiieset investment income.

During the six months ended June 30, 1997, nesinvent income increased by $16.9 million as a teswdhanges in the value of the S&P
Options. Such investment income was offset by ansadded to policyholder account balances for dimsuand financial products. The
value of the S&P Options was $29.2 million at J86e1997. Such instruments are classified as dthested assets.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Conseco is exposed to the risk of loss in the esknon-performance by the counterparties of tleeeahentioned derivative financial
instruments. Conseco limits its exposure to suldss by diversifying among counterparties and limgitits exposure to parties believed to be
creditworthy. At June 30, 1997, all of the counteti@s were rated A or higher by Standard & Pdddgporation.

ACQUISITIONS
Capitol American Financial Corporation

On March 4, 1997, we completed the CAF Merger. Eadbktanding share of CAF common stock was exctdafggehe right to receive
$30.75 in cash plus 0.1647 of a share of Consecomm stock. We paid $549.3 million (including aaiion expenses of $10.7 million) in
cash and issued 3.0 million shares of Conseco canstozk (including .1 million common equivalent gdmissued in exchange for CAF's
outstanding options) having a value of approxinya$dl15.7 million. We also assumed a $31.0 millioterpayable of CAF, which was repi
at the date of the CAF Merger.

CAF, through its insurance subsidiaries, undensyitearkets and distributes individual and grouppsmpental health and accident insurance.
CAF's principal insurance subsidiary is Capitol Aioan Life Insurance Company ("CALI"), an Arizondemiciled insurance company.

CALlI is licensed to sell its products in 47 statg District of Columbia, Puerto Rico and the W/8gin Islands, and markets its products
through a sales force consisting of independemnttagagent organizations and brokers.

Pioneer Financial Services, Inc.

On May 30, 1997, we completed the PFS Merger. Batstanding share of PFS common stock was exchadnged77 of a share of
Conseco common stock. We issued 8.6 million shafr@0nseco common stock (including .2 million commemuivalent shares issued in
exchange for PFS's outstanding options) havinduewat approximately $342.5 million. We assumed BESnvertible subordinated notes,
which are convertible into 3.1 million shares offSeco common stock having a value of $140.9 mifafrwhich $86.1 million, representing
the principal amount outstanding, is included itesmayable and $54.8 million, representing thétadal value attributable to the
conversion feature, is included in other liabibjieWe also assumed a $21.3 million note payabRFR&, which was repaid at the date of the
PFS Merger.

PFS, through its insurance subsidiaries, undersififie insurance, annuities and health insuranceiacted niche markets throughout the
United States.

Effect of Merger Transactions on Consolidated Finaaial Statements

We used purchase accounting to account for the Kafger effective January 1, 1997, and the PFS Mazfjective April 1, 1997. We
allocated the cost to acquire CAF and PFS to thetasind liabilities acquired based on their falugs as of their effective dates, and
recorded the excess of the total purchase costtbedair value of the liabilities we assumed asdyuill.

We allocated the total purchase cost to the assetdiabilities acquired based on a preliminanedaination of their fair values. We may
adjust this allocation when we make a final deteation of such values. We do not expect any adjeistito be material, however.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following summarizes the effects of the acdioiss described above on the consolidated balameet &nd consolidated statement of cash
flows as of the effective date of the respectiamsactions (dollars in millions):

CAF PFS

Merger Merger

Fixed maturities.........cccoovvevrieninrnenne $808.4 $1,007.4
Equity SeCUritieS.........uueveveeeeeeeiininnnnns 9.4 30.9
Policy 10ans.........ccooeeiiiiiiiiiiiiieeee - 83.9
Accrued investment incCome............cccoccuveeen. 8.6 16.4
Cost of policies purchased..............cccuveeeee 400.1 260.2
Reinsurance receivables...............ccccceevene - 207.6
GoodWill......eveiiiiiiiiiiee e 370.6 318.3
Income tax assets (liabilities)................... (35.9) 34.8

Insurance liabilities............ (874.5) (1,463.0)

Notes payable...........ooovvcviiiiiiiiennnnn. (31.0) (107.4)

Common stock and additional paid-in capital........ (115.7) (342.5)
Other....cooiiiiiiieieee e (17.9) (90.8)

Cash (provided) USEd......cccccevvvevccceeees e $522.1 $ (44.2)

The Company intends to reduce significantly theratieg expenses of the companies acquired duri®g 28d 1997 by centralizing most of
their operations with those of its other companfeordingly, most employees of the acquired congewill either be terminated or
relocated. The following estimated liabilities fteld to these terminations and relocations weraidwea in the costs to acquire these
companies: $8.2 million, with respect to LPG; $fllion, with respect to ALH; $5.2 million, with epect to ATC; $7.8 million, with respect
to THI; $11.2 million, with respect to CAF; and $30nillion, with respect to PFS. Through June 387, the plans with respect to LPG,
ALH, THI and CAF have been completed and the an®astablished as a liability for such plans, cdimgsprimarily of employee severance
benefits, have been paid. There have been no isigmifadjustments to the estimated liabilities ldgghed for termination and relocation co

If the ultimate costs to complete these plansess than the estimated liability, the excess lighilill be reflected as an adjustment to the
liabilities assumed (with a corresponding adjustiteryoodwill). If the ultimate costs to completese plans are more than the estimated
liability, an adjustment to the liability will be agle (with a corresponding adjustment to goodwifl§uch adjustment is determined within one
year of the date of each of the mergers. Thereaitgradditional amounts will be included in théedmination of the Company's net incor

REINSURANCE

Prior to its acquisition by Conseco, a subsididr?BS entered into certain reinsurance arrangenmeaksr which the subsidiary retained the
assets and related insurance liabilities, but metisks associated with the business. Such amsétabilities each totaled approximately $
million at June 30, 1997. The PFS subsidiary da¢garticipate in the realized gains and lossetherassets held in trust under these
arrangements. Accordingly, we have establishedrasuat due to the reinsurer (classified as othéilitees) of $2.0 million at June 30, 1997,
representing the unrealized gain related to agtirednaged fixed maturities held in trust under ¢hegreements (with a corresponding
reduction to unrealized appreciation).

COMMERCIAL PAPER PROGRAM

We instituted a commercial paper program in Ap8i®7 to lower our borrowing costs and improve oguilility. Borrowings under our
commercial paper program for the period April 2897 through June 30, 1997, averaged approximagg #illion. The weighted average
rate on such borrowings was 6.1 percent at Jun&98,. Maximum permitted borrowings under our regirg credit facility are reduced by
the aggregate outstanding commercial paper of @ongd June 30, 1997, we could borrow up to antamtthl $181.2 million under our
revolving credit facility or commercial paper pragr.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CHANGES IN NOTES PAYABLE

Notes payable of the Company were as follc

June 30, D ecember 31,
Interest rate 1997 1996
(Dollars in millions)
Borrowings under revolving credit agreements....... . e 6.03% (1) $ 730.0 $ 465.0
Senior notes due 2003........ccoovvvvvvicveneceee s 8.125% 170.0 170.0
Senior notes due 2004.........ccovvvvvecicieeeeee s 10.5% 191.6 200.0
Subordinated notes due 2004.........ccccceeeeeeeeee e, 11.25% 22.0 98.1
Convertible subordinated debentures due 2005....... e 6.5% 33.7 102.8
Convertible subordinated notes due 2003............ e 6.5% 86.1 -
(11 = Various 44.8 45.2
Total principal amount........c.ccccceeveeeeee s 1,278.2 1,081.1
Unamortized net premium.......cccoccceveevicceeees e 8.3 13.8
TOtaleeiiciie e e $1,286.5 $1,094.9

(1) Current weighted average rate at June 30, 1997

1997 changes in notes payable

In the first six months of 1997, we repurchased.$méillion par value of the 11.25 percent subortédanotes due 2004 for $87.7 million. We
recognized an extraordinary charge of $4.9 mil(ioet of a $2.6 million tax benefit) as a resulsath repurchases.

During the first six months of 1997, we repurcha$8d! million par value of the 10.5 percent semiotes due 2004 for $9.8 million. We
recognized an extraordinary charge of $.6 millinet(of $.3 million tax benefit) as a result of suepurchases.

During the first six months of 1997, $65.1 millipar value of convertible subordinated debentures2005 were converted into 5.0 million
shares of Conseco common stock. Such convertitderderes were acquired in conjunction with the All€rger. We paid $4.4 million to
induce the holders to convert such convertible slihated debentures. In addition, we repurchase@ i®dlion par value of the convertible
debentures for $12.2 million. The extraordinaryrgearecognized as a result of the inducement payarehrepurchases was not significant
since such amount approximated amounts reflectéteifair value of the debentures which was reabatea liability at the ATC Merger
date. At June 30, 1997, the value of the remainonyertible debentures in excess of the principidrice (the value attributable to the
conversion feature) of $46.7 million is includecdbitmer liabilities.

1996 changes in notes payable

In January 1996, we repaid $245.0 million princigalount of borrowings under a credit agreementgusia proceeds of the sale of
convertible preferred stock. As a result of theppsanent and amendments to the credit agreemeihtding substantive modifications of the
maturity date and interest rate terms), we recaghan extraordinary charge of $9.3 million (nead5.0 million tax benefit) representing the
unamortized debt issuance costs related to the ggieement.

In March 1996, BLH completed a tender offer purgdarwhich it repurchased $148.3 million principalance of its 13 percent senior
subordinated notes for $173.2 million. The repuseltbnotes had a carrying value of $157.8 milliorthke first quarter of 1996, we recogni
an extraordinary charge of $8.1 million (net of4a3bmillion tax benefit) representing the unamadiziebt issuance costs related to the prior
agreement. During the second quarter of 1996, Bipirchased $.1 million par value of its 13 peraemtior subordinated notes with no
material loss realized.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CHANGES IN PREFERRED STOCK

During the first six months of 1997, 2,374,300 silsavf Preferred Redeemable Increased Dividend ¥E&eicurities Convertible Preferred
Stock ("PRIDES") were converted by holders of ssighres into 8.1 million shares of common stock.pafd $13.2 million to induce the
holders to convert the PRIDES. Such payment iecefd in the consolidated financial statementsdisidend paid to such holders.

CHANGES IN COMMON STOCK

Changes in the number of shares of common stodtamding for the first six months of 1997 were @kofvs:

Balance, December 31, 1996......cccccccvcevvncices e 167,128 ,228
Stock OptionNS XErCiSed.....cccovvvveenccccces s 10,998 478
Shares issued in conjunction with the CAF Merger e 2,881 ,597
Shares issued in conjunction with the PFS Merger e 8,382 ,617
Common shares converted from convertible subordi nated debentures.............cc.e..... 4,976 429
Common shares converted from PRIDES.............. e 8,120 ,106
Common stock acquired under option exercise and repurchase programs...........c........ (15,397 ,463)
Shares issued under employee benefit and compens ation plans......cccccceeevviiininnns 120 ,305

Balance, June 30, 1997 .....cccooiiiieeiiiiiies e 187,210 ,297

In the second quarter of 1997, Conseco implememtenption exercise program under which its chiefceive officer and four of its
executive vice presidents exercised outstandinigiopto purchase approximately 9.1 million shafeSanseco common stock. The options
exercised would otherwise have remained exercisatilevarious dates through 2006. As a resulheféxercise, the Company realized a tax
benefit of $80.0 million (net of payroll taxes imoed of $3.5 million), equal to the aggregate taouired by the executives as a result of the
exercise. The tax benefit is reflected as an irmgéa additional paid-in capital. The executiveisl fiar the exercised options by tendering 3.0
million previously owned shares. The Company wittie8 million exercised shares to cover federal state taxes owed by the executives
as a result of the exercise transaction. No cashexehanged and the Company issued approximateiyiiion shares of common stock to
the executives, net of withheld shares. The Compadsty granted to the executive officers new opttonsurchase a total of 5.8 million shares
at a weighted average price of $39.48 per shaeenfirket price per share on the grant dates) tagephe shares surrendered for taxes and
the exercise price.

In April 1997, we commenced a new program to refpase up to 5 million Conseco common shares in apathet or negotiated transactio
In June 1997, the program was expanded to 10 mili@res. The timing and terms of the purchase®dre determined based on market
conditions and other considerations. We repurch@ggdillion shares under the program in the seapradter of 1997 for $371.7 million.

The $600.3 million cost of the shares repurchage@ddnseco in connection with the option exercisgpm and share repurchase program
was allocated to shareholders' equity accountslisvs: (i) $574.9 million to common stock and difttial paid-in capital (such allocation
was based on the value received by Conseco foeslgsued in our recent acquisitions); and (ii).$2B8illion to retained earnings.

CHANGES IN MINORITY INTEREST

Minority interest represents the interests of ineesother than Conseco in its subsidiaries. Migadnterest at June 30, 1997, included: (i)
$900.0 million par value of Company-obligated maondly redeemable preferred securities of subsydiarsts; (i) $67.7 million interest in
the mandatorily redeemable preferred stock of aigidry; and (iii) $.7 million interest in the conam stock of a subsidiary.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Effective March 31, 1997, Conseco Financing Trustlsubsidiary of Conseco, issued 300,000 Capiglurities at $1,000 per security. E
Capital Security will pay cumulative cash distrilons at the annual rate of 8.796 percent of thiedtf1,000 liquidation amount per security
payable semi-annually commencing October 1, 198@.Qapital Securities are fully and unconditionaglharanteed by Conseco as to
distributions and other payments. Conseco Finantingt Il used the proceeds of the offering towagjan equivalent amount of 8.796%
Subordinated Deferrable Interest Debentures duéd Ap2027 (the "Debentures”) issued by Consecmsgoo, in turn, used the net proceeds
from the issuance of the Debentures of approxim&296.7 million (after underwriting and associatedts) to repay bank debt. The sole
asset of Conseco Financing Trust Il is the DebmstuWe can cause the Capital Securities to beeneele at our option at a price equal to the
greater of: (i) the principal amount; or (ii) thens of the present values of the principal amoudtsheduled interest payments from the
redemption date to the maturity date. The Debestare subordinated to all of our senior indebteslia@si mature on April 1, 2027.

Changes in minority interest during the first simmths of 1997 and 1996 are summarized below:

199 7 1996
(Dol lars in millions)
Minority interest, beginning of period............. . $69 7.7 $403.3
Changes in investments made by minority sharehol ders:
Issuance of Company-obligated mandatorily rede emable preferred securities of
SUDSIIANY trUSES...ovviiiiiiiiiecnicees 30 0.0
Repurchase of mandatorily redeemable preferred stock of a subsidiary............cc..ue. 2 6.0)
Mandatorily redeemable preferred stock of a su bsidiary held by
PFS prior to the PFS MEIQEer.....cccccccveee e ( 2.7) -
Repurchase by BLH of its common StOCK......... e - (18.7)
Minority interests' equity in the change in financial position of the
Company's subsidiaries:
NELINCOME. oo e 2 4.1 23.4
Unrealized depreciation of securities ...... (109.9)
DIVIdENGS...coiciiiiiisieceieeceeee e 2 4.1) (5.8)
Amortization of value in excess of par of ma ndatorily redeemable preferred stock
Of @ SUDSIAIAIY...ccoviiiieiieces (.6)
Minority interest, end Of PEHOd ....cccceceeeees s $96 8.4 $292.3

During the first six months of 1997, we completed purchase of all of the $2.32 Redeemable Cumel&ieferred Stock of a subsidiary
formerly held by minority interests. As a resulicsrities having an amortized cost of $13.8 milliegre removed from a segregated account.

DIRECTOR, EXECUTIVE AND SENIOR OFFICER STOCK PURCHA SE PLAN

The Director, Executive and Senior Officer StockdPase Plan is designed to encourage direct, lemg-ownership of Conseco common
stock by Board members, executive officers andagegenior officers. Under the program, up to 8illion shares of Conseco common stock
may be purchased in open market or negotiatedactioss with independent parties. At June 30, 189¥ million shares had been purchased
under the plan. Purchases are financed by pertmarad to the participants from a bank. Such loae<sallateralized by the Conseco common
stock purchased. Conseco guaranteed the loansabuiecourse to the participants if it incurs & lasder the guarantee. In addition, we
provide loans to the participants for interest pagta under the bank loans. At June 30, 1997, thk loans guaranteed by Conseco totaled
$83.4 million, the loans provided by Conseco faeiiast totaled $4.8 million and the common stoek tiollateralizes the loans had a fair
value of $148.0 million.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS

The following non-cash items were not reflectethi@ consolidated statement of cash flows in 1997h¢ issuance of Conseco common
stock valued at $342.5 million in the PFS Mergg)tiie issuance of Conseco common stock valu&d 4b.7 million in the CAF Merger; (i
the acquisition of Conseco common stock of $119llfom pursuant to the tender of shares under {htéon exercise program; (iv) the
issuance of Conseco common stock under stock optidremployee benefit plans of $135.1 million;thg tax benefit of $82.5 million
related to the issuance of Conseco common stoc&rierdployee benefit plans; (vi) the conversion %1 million of PRIDES into 8.1
million shares of Conseco common stock; and (kig) ¢conversion of $65.1 million par value of conitdet debentures into 5.0 million shares
of Conseco common stock with a recorded value 6231 million. The following non-cash items were neflected in the consolidated
statement of cash flows in 1996: (i) the issuarfck7o4 million of Conseco common stock to emplopeeefit plans; and (i) the tax benefit
$15.5 million related to the issuance of Consecaroon stock under employee benefit plans.

PENDING MERGER
Colonial Penn Life Insurance Company

On April 30, 1997, Conseco and Leucadia NationapGration ("Leucadia”) entered into an agreemexeunvhich we will acquire
Leucadia's Colonial Penn Life Insurance Company, anilirect marketer of whole life insurance toisenitizens, for $460 million in cash
and notes. The transaction, which is subject ttoooary terms and conditions, including regulatgopravals, is expected to be completed in
the third quarter of 1997. The Colonial Penn Lifsurance Company unit had total assets of appraeiy®l.0 billion at June 30, 1997.

RECENTLY ISSUED ACCOUNTING STANDARD

In February 1997, the Financial Accounting Stangdd@dard released Statement of Financial Accour8tagdards No. 128, "Earnings Per
Share" ("SFAS 128"). SFAS 128 changes the computaltiguidelines for earnings per share informatite. will adopt the provisions of
SFAS 128 in our December 31, 1997, consolidateahfifal statements. SFAS 128 will eliminate the @néstion of primary earnings per
share and replace it with basic earnings per sBagc earnings per share differs from primary egsper share because common stock
equivalents are not considered in computing bamigiegs per share. Fully diluted earnings per shéltde replaced with diluted earnings |
share. Diluted earnings per share is similar tty fliluted earnings per share, except in deterngitive number of dilutive shares outstanding
for options and warrants, the proceeds that woaldebeived upon the conversion of all dilutive ops and warrants are assumed to be used
to repurchase the Company's common shares at éhageymarket price of such stock during the pefod.fully diluted earnings per share,
the higher of the average market price or endintketgrice is used. If SFAS 128 had been in eff@etwould have reported the following
earnings per share amounts for the three and sitm@nded June 30, 1997 and 1996:

Three months ended Six months ended
June 30, June 30,
1997 1996 1997 1996
Basic earnings per share......ccccocvcvvvcevcceee e $.67 $.49 $1.22 $.96
Diluted earnings per share........ccccoceeveeeeee e .61 41 1.10 .81



CONSECO, INC. AND SUBSIDIARIES
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.

The following discussion highlights material fact@ffecting the results of operations and the figant changes in the balance sheet items.
Changes in 1997 and 1996 balances in the consatidis@ancial statements are largely affected byLtP& Merger, the ALH Stock Purchase,
the ATC Merger, the THI Merger, the BLH Merger, 8BAF Merger, the PFS Merger and various financishgscribed in the notes to the
consolidated financial statements included hereththe notes to the consolidated financial statesiecluded in our 1996 Form 10-K. This
discussion should be read in conjunction with ksztts of consolidated financial statements and notes

RESULTS OF OPERATIONS

We conduct and manage our business through founesstg, reflecting our major lines of insurance bess and target markets: (i)
supplemental health insurance; (ii) annuities) [iie insurance; and (iv) other.

Consolidated Results and Analysis

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

Operating arnings.......ccccovcveeevveeerneneens

Three months ended
June 30,

1997 1996

(Dollars in millions, excep

.................... $136.6 $53.8

Six months ended
June 30,

1997 1996

t per share data)

$255.7 $102.2

Net investment gains (losses), net of related costs , amortization
AN TAXES .o e 5 3.7) (3.8) (6.1)
NONrecurring iteMS.....cccccvevviieeiieeeiies e 4.3) - (4.3) 17.7
Income before extraordinary charge........... L. 132.8 50.1 247.6 113.8
Extraordinary charge.......cccccoevvvcvveecics e 2.2 - 5.5 17.4
NetinComMe....coocvvviiiiiicvceeiee e 130.6 50.1 242.1 96.4
Less amounts applicable to preferred stock:
Charge related to induced conversions........... .. 9 13.2 -
Preferred stock dividends.........ccccccceeeee. e 2.2 9.1 45 17.2
Net income applicable to common stock....... L $127.5 $41.0 $224.4 $79.2
Per fully diluted common share:
Weighted average shares outstanding (in millions ) IR 214.9 123.0 209.4 121.3
Operating €arningS.....ccccvevvvvvcvencenecs s $ .64 $.44 $1.22 $.84
Net investment losses, net of related costs, amo rtization and taxes. - (.03) (.02) (.05)
NONrecurring ite€MS.....cooccvevvvveeviceeeee s (.02) - (.02) 15
Charge related to induced conversion of preferre d stock............. - - (.06) -
Income before extraordinary charge........... L. .62 41 1.12 94
Extraordinary charge.......ccccccevevvcceeeeees e .01 - .02 15
NEtINCOME..cvviiiiiiiiice e s $ .61 $.41 $1.10 $.79



CONSECO, INC. AND SUBSIDIARIES

Our second quarter 1997 operating earnings weré.818illion, or 64 cents per fully diluted sharg, 164 percent and 45 percent,
respectively, over the second quarter of 1996. &tpay earnings during the first six months of 19@e $255.7 million, or $1.22 per fully
diluted share, up 150 percent and 45 percent, c&sply, over the first six months of 1996. Opemgtiearnings increased primarily as a result
of the LPG Merger (completed effective July 1996 ALH Stock Purchase (September 1996), the AT@gkle(December 1996), the THI
Merger (December 1996), the BLH Merger (Decemb@&6)9the CAF Merger (January 1997), and the PFbtefApril 1997). The
percentage increase in operating earnings wasegran the percentage increase in operating egrpier fully diluted share primarily
because of the 73 percent increase in common sbaegglivalents outstanding during the second quaft1997 and the 75 percent increase
during the first six months of 1997, resulting froine LPG Merger, the ATC Merger, the THI Mergee tbAF Merger and the PFS Merger
partially offset by the repurchases of Conseco comstock.

Net income of $130.6 million in the second quadkt997, or 61 cents per fully diluted share, ineld: (i) net investment gains (net of rele
costs, amortization and taxes) of $.5 million, ibiper share; (ii) an extraordinary charge of $&iflion, or 1 cent per share, related to the
early retirement of debt; and (iii) a special nareing charge (net of related taxes) of $4.3 wniljior 2 cents per share, related to the dee
an executive officer. Net income of $50.1 milliar the second quarter of 1996, or 41 cents pey @iluted share, included net investment
losses (net of related costs, amortization andsyecie$3.7 million, or 3 cents per share. Net ineash$242.1 million in the first six months of
1997, or $1.10 per fully diluted share, includejinét investment losses (net of related costs,ranation and taxes) of $3.8 million, or 2
cents per fully diluted share; (ii) an extraordinaharge of $5.5 million, or 2 cents per sharegtesl to early retirement of debt; (iii) a charge
of 6 cents per share related to the induced coioreds preferred stock (treated as a preferredkstiddidend); and (iv) 2 cents per share
related to the previously discussed special nomregucharge. Net income of $96.4 million in thesfisix months of 1996, or 79 cents per
fully diluted share, included: (i) net investmensses (net of related costs, amortization and Yafek6.1 million, or 5 cents per share; (ii)
restructuring income of $17.7 million, or 15 cepés share, primarily arising from the sale of awrestment in Noble Broadcast Group, Inc.;
and (iii) an extraordinary charge of $17.4 milli@m,15 cents per share, related to the early méra of debt.

Total revenues include net investment gains of@tdllion in the second quarter of 1997 and neestment losses of $3.0 million in the
second quarter of 1996. Excluding net investmeimsg@dosses), total revenues were $1,344.7 miiliothe second quarter of 1997, up 99
percent from $675.5 million in the second quarfet396. Total revenues include net investment gafr&20.9 million and $2.9 million
during the first six months of 1997 and 1996, retipely. Excluding net investment gains, total newes were $2,438.6 million in the first six
months of 1997, up 79 percent from $1,361.4 milimthe first six months of 1996. Total revenueshi@ 1997 periods include revenues of
LPG, ATC, THI, CAF and PFS (such companies werai@ed in periods subsequent to the second qualrte996). Total revenues in the six-
month period of 1996 include restructuring incorh&20.4 million primarily arising from the sale ofir investment in Noble Broadcast
Group, Inc.
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CONSECO, INC. AND SUBSIDIARIES
First Six Months of 1997 Compared to the First Bionths of 1996 and the Second Quarter of 1997 Cosdp® the Second Quarter of 1996:

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

Income before income taxes, minority interest and e
Supplemental health:
Operating inCome ..........cccccevvveeennen.

Three months ended

Six months ended

June 30, June 30,
1997 1996 1997 1996
(Dollars in mi llions)

xtraordinary charge:

.................... $102.9 $ 36.0

$187.2 $ 66.1

Net investment losses, net of related costs an d amortization ..... (2.5) (.2) (4.8) (.5)
Income before income taxes, minority interes t and
extraordinary charge........cccceeecveeee s 100.4 35.8 182.4 65.6
Annuities:
Operating iNCOME ......ooovvveeviiieeieees e 80.4 66.0 145.8 126.9
Net investment gains (losses), net of related costs and amortization 1.8 3.4) 1.1 (3.9)
Income before income taxes, minority interes t and
extraordinary charge.......ccccceeevveeee. s 82.2 62.6 146.9 123.0
Life insurance:
Ooperating iNCOME.......ccovvvvveniieeeicees e 61.3 20.2 119.3 38.7
Net investment gains (losses), net of related costs and amortization 1.7 (1.0) 1.7) (1.4)
Income before income taxes, minority interes t and
extraordinary charge.......ccccoeeecveeee s 63.0 19.2 117.6 37.3
Other:
Ooperating iNCOME.......ccevvvenniiieeieees e 24.2 11.9 48.4 25.3
Net investment losses, net of related costs an d amortization...... - (1.6) (.3) (3.6)
Income before income taxes, minority interes t and
extraordinary charge.......ccccceeeveeee s 24.2 10.3 48.1 21.7

Interest and other corporate expenses...........

NONrecurring ite€MS......occcvevvieeeiiceeeeee e 9.3) - (9.3) 30.4
Consolidated earnings:
Ooperating iNCOME.......ccovvveeniiieeices s 239.5 107.5 441.6 200.5
Net investment gains (losses), net of related costs and amortization 1.0 (6.2) (5.7) (9.4)
NONrecurring iteMS.....cccvvvvvvvvvvencciees e 9.3) - (9.3) 30.4
Income before income taxes, minority interes t and
extraordinary charge.......ccccceeeveeeee. e 231.2 101.3 426.6 221.5
INCOME taX EXPENSE...ccoviiiiiiiiieeieiiiiieeees s 84.3 394 154.9 84.3
Income before minority interest and extraord inary charge........ 146.9 61.9 271.7 137.2
Minority interest in consolidated subsidiaries:
Distributions on Company-obligated mandatorily r edeemable
preferred securities of subsidiary trusts.... 12.9 - 21.6 -
Dividends on preferred stock of subsidiaries.... 1.2 25 25 5.1
Equity in earnings of subsidiaries.............. - 9.3 - 18.3
Income before extraordinary charge........... L. 132.8 50.1 247.6 113.8
Extraordinary charge on extinguishment of debt, net of taxes and
MINOFItY INtEreSt..ccvicciieiiciieevcieeeeeee e 2.2 - 55 17.4

Net inCome........covvveeiiiieeniieens
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Supplemental health:

Premiums collected:
Medicare supplement (first year)
Medicare supplement (renewal)...................

Subtotal - Medicare supplement..............

Long-term care (first year).........c..ccuee..
Long-term care (renewal)..........c..ccoouveee.

Subtotal - long-term care...................

Specified disease (first year)..................
Specified disease (renewal)...........c.........

Subtotal - specified disease................
Total supplemental health premiums collected

Insurance policy income............ccccceeevnenen.
Net investment income..........cccceecvveerenenn

Total revenues (a).....cccoceeveeeivveennns

Insurance policy benefits and change in future poli
Amortization related to operations.................
Interest expense on investment borrowings..........
Other operating costs and expenses.................

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

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

Benefit ratios:
Medicare supplement products...
Long-term care products.........
Specified disease products......................

(@) Revenues exclude net investment gains; ben
amortization related to net investment gains.

CONSECO, INC. AND SUBSIDIARIES

Three months ended

June 30,
1997 1996 1
(Dollars in mil
$174 %
1324
.................... 209.8 149.8
.................... 38.6 12.9
.................... 126.8 34.2
.................... 165.4 47.1
.................... 11.3 -
.................... 81.6 -
.................... 92.9 -

cy benefits......... 308.0 135.2
.................... 57.2 21.6
.................... .9 3
.................... 73.0 26.9

.................... 102.9 36.0

72.4% 68.0%
58.0 62.2
57.0 -

efits and expenses exclude

Six months ended

June 30,
997 1996
ons)

437 $ 36.8

73.6 25.3
245.9 67.5
319.5 92.8
22.9 -
168.9 -
191.8 -

1.3 5
142.3 54.7

187.2 66.1
(4.8) (.5)
182.4 $ 65.6

71.3% 69.8%
60.7 63.3
57.7 -

General: This segment includes Medicare suppleru@hiong-term care insurance products primarilg solsenior citizens. Through
December 31, 1996, the supplemental health opesationsist solely of BLH's Medicare supplement lang-term care products, distributed
through a career agency force. Beginning Januat®97, this segment includes the specified dispesgucts of THI and CAF and the long-
term care products of ATC; these products areibigtd through professional independent produd@eginning April 1, 1997, this segment
includes the Medicare supplement and long-term pavducts of PFS; these products are also distibtitrough professional independent

producers. The profitability of this segment lagggépends on the overall level of sales, persigtefiinforce business, claim experience and
expense control.
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Premiums collected by this segment in the secoadtguof 1997 were $468.1 million, up 138 percerdrd 996. Premiums collected in the
first six months of 1997 were $888.6 million up Id&cent over 1996. The increases are primarilytdilee recent acquisitions.

Medicare supplement policies accounted for 42 perokthis segment's collected premiums in the firs months of 1997 compared to more
than 75 percent in 1996. The change in mix of puensi collected reflects the lorigrm care and specified disease premiums colldmtecH],
ATC, CAF and PFS. Collected premiums on Medicappiment policies increased 40 percent in the skqoarter of 1997 to $209.8
million and increased 21 percent in the first sionths of 1997 to $377.3 million. The number of Ndedicare supplement policies sold in
first six months of 1997 and 1996 totaled 33,70d 24,339, respectively, and annualized new busipessiums were $32.4 million and
$23.5 million, respectively. Medicare supplemergrpiums collected by the recently acquired companire $68.9 million in the first six
months of 1997. The sales of Medicare supplemenhjums have been affected by steps taken to imprmfaability by increasing premiu
rates and changing the commission structure andrumiting criteria for these policies and by incsed competition from alternative
providers, including HMOs.

Premiums collected on lortgrm care policies increased 251 percent in therskquarter of 1997 to $165.4 million and increa®éd percen
to $319.5 million in the first six months of 199%hnualized new business premiums in the first sonths of 1997 and 1996 were $72.3
million and $21.7 million, respectively. Lortgrm care premiums collected by the recently aeguiompanies were $210.2 million in the 1
six months of 1997. In addition, the increase imgkterm care premiums collected in 1997 reflect pesduct introductions, the
competitiveness of our products, the success aftagess-selling activities, increased consumeranass and demand, and improved
persistency on a larger base of renewal premiums.

Premiums collected on specified disease policiésersecond quarter of 1997 and in the first sixith® of 1997 were $92.9 million and
$191.8 million, respectively. Such premiums weresult of the recent acquisitions.

Insurance policy income is comprised of premiuntaea on the segment's policies, and has increaseistent with the explanations
provided above for premiums collected.

Net investment income increased 268 percent ta3d®8lion in the second quarter of 1997 and inceelb®60 percent to $120.2 million in t
first six months of 1997. Such investment inconuetilates when changes occur in: (i) the amountefage invested assets supporting
insurance liabilities; and (i) the yield earnediomested assets. During the first six months &7]%he segment's average invested assets
increased to $3.1 billion from approximately $.8idn in 1996, primarily as a result of the recentjuisitions. The annualized net yield on
invested assets decreased .1 percentage poirt peréent in the first six months of 1997.

Insurance policy benefits and change in futureqydbienefits increased in the second quarter of E@@ifthe first six months of 1997, as a
result of the business in force acquired in themeacquisitions. In the second quarter of 1999 y#tio of policy benefits to insurance policy
income for the Medicare supplement policies inceddsy 4.4 percentage points, to 72.4 percent.driitbt six months of 1997; such ratio
increased by 1.5 percentage points to 71.3 pertémrse increases reflect a higher incidence ofndancurred during the 1997 periods. The
loss ratios consistently incurred by the recentijusred companies have exceeded those of othere€om®mpanies.

In the second quarter of 1997, the ratio of pobeyefits to insurance policy income for lotegm care policies fell by 4.2 percentage point
58.0 percent. In the first six months of 1997, statfo fell by 2.6 percentage points to 60.7 petc€hese decreases reflect a lower incidence
of claims incurred during the 1997 periods.

The ratio of policy benefits to insurance policgdme for specified disease policies did not flutguaaterially in the first two quarters of
1997. Such products were not sold by Conseco i6.199

Amortization related to operations includes amaititm of: (i) the cost of policies produced; (lgetcost of policies purchased; and (iii)
goodwill related to this segment's business. Thewrnhof amortization was primarily affected by therease in balances subject to
amortization as a result of the recent acquisitions

The cost of policies produced represents the dgqatoalucing new business. This cost varies witld, igrprimarily related to, the production
new business. Costs deferred may represent ampaidtén the period new business is written (suchragerwriting costs and first year
commissions) or in periods after the business igemr(such as commissions paid in subsequent yeapscess of ultimate commissions
paid).
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Interest expense on investment borrowings is pilynaffected by changes in investment borrowing\atits.

Other operating costs and expenses increased B8ieperiods as a result of the costs incurrexted|to the increased business of the
recently acquired companies.

Net investment losses, net of related costs andtaation often fluctuate from period to period.tNievestment losses affect the timing of
amortization of cost of policies purchased andcthet of policies produced. As a result of net itwvesnt losses from the sales of fixed
maturity investments, related amortization of afgpolicies purchased and cost of policies produnettased $.9 million and $.3 million in
the second quarters of 1997 and 1996, respecti8eigh amortization increased $1.0 million and $ilian in the first six months of 1997
and 1996, respectively.
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Annuities:

Premiums collected:
Single-premium immediate annuities..............
Single-premium deferred annuities...............

Subtotal - single-premium annuities.........

Flexible-premium deferred annuities (first year)
Flexible-premium deferred annuities (renewal)...

Subtotal - flexible-premium deferred annuiti

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

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

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

Insurance policy income............cccveevnenen.
Net investment income:
General account invested assets.................
S&P Options
Separate account assets...........oceeeveennn.

Total revenues (a).....ccccvvvveeeveeennns

Insurance policy benefits and change in future poli
Amounts added to policyholder account balances:
Interest on annuity products....................
Change in S&P index related to equity-linked pro
Change in asset values related to variable annui
Amortization related to operations.................
Interest expense on investment borrowings..........
Other operating costs and expenses.................

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

Weighted average gross interest spread on annuity p

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

(b) Excludes: (i) variable annuity products where
on investment income from segregated investme
products where the credited amount is dependen
from S&P Options.

CONSECO, INC. AND SUBSIDIARIES

Three months ended
June 30,

1997 1996

(Dollars in mi

.................... $57.0 $56.8
.................... 169.0 179.3

.................... 226.0 236.1
.................... 149.2 134.6
.................... 26.8 19.6
(= TP 176.0 154.2
.................... 25.4 8.8
.................... 11.2 10.8
.................... 36.6 19.6

.................... 242.0 211.4
14.8 -
3.8 13.5
.................... 285.4 243.3
11.9
123.9
13.5
17.9
3.8
6.3

ty interest and
.................... 80.4 66.0

and amortization... 1.8 3.4)

roducts (b)......... 3.1% 3.0%

ses); benefits and expenses
gains (losses).

the credited amount is based

nts; and (ii) equity-linked
t upon the investment income
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Six months ended
June 30,

1997 1996

llions)

$100.1 $104.8
340.2 369.4

41.9 15.5
22.0 22.1
63.9 37.6

34.7 32.0
270.2 246.4
16.9 -
17.9 17.4
48.1 30.7
4.9 6.6
14.9 15.4
407.6 348.5
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General: This segment includes single-premium dedeainnuities ("SPDAs"), flexible-premium deferaathuities ("FPDAs"), single-
premium immediate annuities ("SPIAs") and variabtauities sold through both career agents and gsimfeal independent producers. The
profitability of this segment largely depends oa thvestment spread earned (i.e., the excess e$tment earnings over interest credited on
annuity deposits), the persistency of inforce besén and expense control. In addition, compargliiétween periods is affected by: (i) the
LPG Merger, effective July 1, 1996; (ii) the ALHo8k Purchase, effective September 30, 1996; aidd(ia lesser extent, the BLH Merger
and the PFS Merger.

Premiums collected by this segment in the secomdteuof 1997 were $438.6 million, up 7.0 percergrdl996. Premiums collected by this
segment in the first six months of 1997 were $8Hillion, up .9 percent over 1996. Annuity premiuamlected by recently acquired
companies were $32.0 million in the second quafté997 and $64.5 million in the first six montHs1997.

SPDA collected premiums decreased 5.7 percent88.8Imillion in the second quarter of 1997 and dased 7.9 percent to $340.2 millior
the first six months of 1997. The demand for SPDédpcts offered by all insurance companies dectedseng 1997, when relatively low
interest rates made other investment products mitractive. We introduced an equity-linked SPDAJily 1996 to appeal to consumers'
desire for alternative investment products witlunes linked to equities. The accumulation valuéheSe annuities is guaranteed to increas

a cumulative basis at a rate of approximately 8, but the increase may be higher based oncamtege of the change in the S&P 500
Index during each year of their term. To providetfe higher increase, we purchase S&P Optionsydhees of which change as the benefits
accrue to these annuities as a result of the etjokgd return feature. Total collected premiumsstfas product were $53.4 in the second
quarter of 1997 and $105.7 million the first sixmttzs of 1997.

FPDA collected premiums increased 14 percent t&lmillion in the second quarter of 1997 and iasex 5.0 percent to $307.5 million in
the first six months of 1997. In January 1997, mteoduced an equity-linked FPDA similar to the SPpr&duct described above. Collected
premiums for this product were $28.7 million in $econd quarter of 1997 and $35.3 million in thst fix months of 1997. FPDAs are
similar to SPDAs in many respects, except FPDAsnalhore than one premium payment.

SPIA collected premiums did not change materiallthie second quarter of 1997 and decreased 4.8rmanc$100.1 million in the first six
months of 1997. The decrease for the six monttogdesias primarily the result of decreases in SPI&glpased from the proceeds of
redeemed annuity contracts.

Variable annuity collected premiums increased 8¢qme to $36.6 million in the second quarter of 28@d increased 70 percent to $63.9
million in the first six months of 1997. Variablarauities offer contract holders a rate of returadshupon the specific investment portfolios
into which premiums may be directed. The populasftguch annuities has increased recently as & dghe desire of investors to invest in
common stocks. In addition, in 1996 we began teraffiore investment options for variable annuityasgs and expanded our marketing
efforts, which resulted in increased collected prens. Profits on variable annuities are derivedrfithe fees charged to contract holders,
rather than from the investment spread.

Insurance policy income includes: (i) premiums reg@ on annuity policies that incorporate signifitanortality features; (ii) the cost of
insurance and expenses charged to annuity polifes(iii) surrender charges earned on annuitycpalithdrawals. In accordance with
GAAP, premiums on annuity contracts without motyaleatures are not reported as revenues, butrrateeeported as deposits to insurance
liabilities. Insurance policy income increased miity because of increased surrender charges (esangost of insurance and expenses
charged to annuity policies were not significaBtyrrender charges were $16.8 million in the seapradter of 1997 and $10.0 million in the
second quarter of 1996. Such charges were $29li®miih the first six months of 1997 compared t@ Blmillion in the first six months of
1996. Annuity policy withdrawals were $863.1 miilian the first six months of 1997 and $683.0 miilio the first six months of 1996. The
increase in policy withdrawals and surrender chauggnerally corresponds to the aging and the grofwtlur annuity business in force. In
addition, policyholders are using the systematithdriawal features available in several of our atynplicies, and more policyholders are
surrendering in order to invest in alternative stneents. Total withdrawals and surrenders duriegsth month periods were approximately
7.4 percent of insurance liabilities related tarenderable policies in 1997 and 7.0 percent in 1996

Net investment income on general account invesisdta (excluding income on separate account as$atsd to variable annuities and-
change in the value of S&P Options related to ggjiuiked products) increased 14 percent in the sécuarter of 1997 to $242.0 million and
increased 13 percent to $475.0 million in the figstmonths of 1997. These increases primarilyectfthe increase in general account inve
assets acquired in conjunction with the recent istttpuns. The annualized yield earned on averagested assets decreased .2 percentage
points to 7.8 percent in the first six months 0979Cash flows received during 1997
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and 1996 (including cash flows from the sales wégiments) were invested in lower yielding seaesitiue to a general decline in interest
rates.

Net investment income from S&P Options is offsetabgorresponding charge to amounts added to palidgh account balances for eq-
linked products. Such income fluctuates based empérformance of the Standard & Poor's 500 indextich such products are linked.

Net investment income from separate account assetfset by a corresponding charge to amountsdtieolicyholder account balances
variable annuity products. Such income fluctuatelationship to total separate account assetshenigeturn earned on such assets.

Insurance policy benefits and change in futureqydbienefits relate solely to annuity policies timeiorporate significant mortality features.
The increase corresponds to changes in the in-fdowdk of such policies as a result of recent agitjans.

Amounts added to policyholder account balancesterest on annuity products increased 7.7 pertce$133.5 million in the second quarter
of 1997 and 9.7 percent to $270.2 million in thietfsix months of 1997. Such increases are prigndtie to a larger block of annuity business
inforce as a result of recent acquisitions. Thegieid average crediting rates for these annuibylii@s decreased .2 percentage points to 4.8
percent in the first six months of 1997.

Amounts added to policyholder account balancesa@le the change in value of the S&P index rel#deeljuity-linked products
approximates the net investment income relatetdeg®&&P Options.

Amounts added to policyholder account balancesdoable annuity products is equal to the net itmesit income on separate account
assets.

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

Interest expense on investment borrowings is pilynaffected by changes in investment borrowing\atits.

Other operating costs and expenses have not flectumaterially even though the annuity block ofibess has grown. Such expenses of this
segment have been favorably affected by the catet@in of all annuity operations in Conseco's Céyrindiana, facilities.

Net investment gains (losses), net of related @stisamortization often fluctuate from period toipe. Selling securities at a gain a
reinvesting the proceeds at lower yields may, abster management action, tend to decrease firtuestment yields. The Company
believes, however, that the following factors matigjthe adverse effect of such decreases on reheic

(i) we recognized additional amortization of cobpolicies purchased and cost of policies produpaurder to reflect reduced future yields
(thereby reducing such amortization in future pesjo (i) we can reduce interest rates creditesbtme products, thereby diminishing the
effect of the yield decrease on the investmentagprand (iii) the investment portfolio grows aseauit of reinvesting the investment gains.
a result of the sales of fixed maturity investmendtated amortization of the cost of policies faged and the cost of policies produced
increased by $13.5 million and $2.6 million in $econd quarters of 1997 and 1996, respectivelyh Sowrtization increased $20.8 million
and $10.8 million in the first six months of 1997dal 996, respectively.
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Life insurance:

Premiums collected:
Universal life (first year).........cccccc......
Universal life (renewal)...........cccceveennes

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

Traditional life (first year).........cccc.....
Traditional life (renewal)............c.cc.ue.

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

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

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

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

Net investment income..........ccccoecvveerenenn

Total revenues (a).....ccccevveeeeveeennns

Insurance policy benefits and change in future poli
Interest added to financial product policyholder ac
Amortization related to operations.................
Interest expense on investment borrowings..........
Other operating costs and expenses.................

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

Net investment gains (losses), net of related costs

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

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

CONSECO, INC. AND SUBSIDIARIES

Three months ended
June 30,

1997 1996

(Dollars in mi

.................... 105.4 24.6
.................... 13.3 3.0

.................... 55.3 34.4
.................... 68.6 37.4

87.4 20.2

34 1.6
.................... 161.6 60.7
.................... 113.5 42.1
.................... 275.1 102.8
cy benefits......... 124.6 50.7
count balances...... 37.8 13.2

27.9 8.1

14 7

221 9.9
.................... 213.8 82.6
ty interest and
.................... 61.3 20.2
and amortization... 1.7 (1.0)

.................... $ 63.0 $ 19.2

ses); benefits and expenses
gains (losses).

Six months ended

June 30,
1997 1996
llions)
$49.6 $ 6.7
168.0 43.0
217.6 49.7

17.1 5.2
99.8 73.0
116.9 78.2

219.7 98.4
74.8 25.9
51.6 16.8
21 13
42.5 22.6

General: This segment includes traditional life ané/ersal life products sold through both careggrdas and professional independent
producers. The segment's operations were significaffected by the LPG Merger effective July 1989and, to a lesser extent, the PFS
Merger effective April 1, 1997. The profitabilityf this segment largely depends on the investmeawrtshbearned for universal life and other

investment products, the persistency of inforcenmss, claim experience and expense control.
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Premiums collected by this segment in the secomadteuof 1997 were $174.0 million, up 181 percerdrd996. Premiums collected by this
segment in the first six months of 1997 were $33dilson, up 162 percent over 1996. Such fluctuasioeflect the recent acquisitions.

Universal life product collected premiums increa828 percent to $105.4 million in the second quartd997 and increased 338 percent to
$217.6 million in the first six months of 1997. Warsal life product premiums collected by the relgeacquired companies were $173.0
million in the first six months of 1997.

Traditional life product collected premiums incred$83 percent to $68.6 million in the second quartd 997, and increased 49 percent to
$116.9 million in the first six months of 1997. @itonal life product premiums collected by theartly acquired companies were $41.1
million in the first six months of 1997.

Insurance policy income includes: (i) premiums ree@ on traditional life products; (ii) the mortglicharges and administrative fees earned
on universal life insurance; and (iii) surrendearges on terminated universal life insurance pedicAll categories of insurance policy incc
have increased primarily as a result of recentiagqns. In accordance with GAAP, premiums on @nsal life products are accounted for as
deposits to insurance liabilities. Revenues areezhover time in the form of investment income ofigyholder account balances, surrender
charges and mortality and other charges deduoted the policyholders' account balances.

Net investment income increased 170 percent to $Imilion in the second quarter of 1997 and 15@e@et to $211.2 million in the first s
months of 1997. Such investment income fluctuatiéls @hanges in: (i) the amount of average inveatests supporting insurance liabilities;
and (ii) the yield earned on invested assets. €gengnt's average invested assets increased 1shpr@approximately $5.2 billion in the
first six months of 1997, and the net yield on steel assets decreased by .1 percentage poind pe&ent. Invested assets increased
primarily as a result of the growth in insuran@bliities from the recent acquisitions.

Insurance policy benefits and change in futureqydbienefits increased in 1997 primarily as a resihe recent acquisitions which resulte
a larger amount of business inforce on which bémafie incurred. There were no material fluctuationclaim experience during the periods.

Interest added to financial product policyholdet@mt balances increased 186 percent to $37.8milti the second quarter of 1997 and
increased 189 percent to $74.8 million in the igtmonths of 1997. Such expense fluctuates witinges in: (i) the amount of insurance
liabilities for universal life products; and (ife interest rate credited to such products. Suetage liabilities increased 213 percent to $3.1
billion in the first six months of 1997. The inteteate credited decreased by .3 percentage {oidtd® percent in the first six months of 19
Insurance liabilities for universal life producteieased primarily as a result of the recent adapris.

Amortization related to operations includes amation of (i) the cost of policies produced; (iipthost of policies purchased; and (iii)
goodwill related to this segment's business. Thewrnhof amortization was primarily affected by therease in balances subject to
amortization as a result of the recent acquisitions

Interest expense on investment borrowings is aftebly changes in investment borrowing activities.

Other operating costs and expenses increased 1@3np¢o $22.1 million in the second quarter of 18&d 88 percent to $42.5 million in the
first six months of 1997. Such increase is constsigth the increase in the total insurance lidieid related to this segment's business.

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

the timing of the amortization of cost of policiggrchased and the cost of policies produced. Asaltrof net investment gains (losses) from
the sales of fixed maturity investments, relate@wdization of cost of policies purchased and cégtadicies produced increased $4.8 million
and $.3 million in the second quarters of 1997 B8@6, respectively. Such amortization increased #8llion and $1.2 million in the first six
months of 1997 and 1996, respectively.
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Other:
Three months ended Six months ended
June 30, June 30,
1997 1996 1997 1996
(Dollars in mil lions)
Premiums collected:
Individual (first year).....ccocovvvvvcneees s $18.9 $ 1.7 $20.3 $ 4.0
Individual (renewal).......ccccovvvvvvvenneees s 48.4 17.5 66.5 36.1
Subtotal - individual.........ccceeeveeee 67.3 19.2 86.8 40.1
Group (firstyear)...coccvvvveevieeeicees e 22.7 - 22.7 -
Group (renewal)......ccccevvvveeiiieinniiees e 119.5 64.1 190.3 126.7
Subtotal - group....cccceevviiieeicee e 142.2 64.1 213.0 126.7
Accident and health - other (all renewal)....... 11.3 15.8 24.0 33.2
Total other premiums collected............. . $220.8 $ 99.1 $323.8 $200.0
Insurance policy income..........cccccveeveennen. $ 89.7 $322.7 $181.4
Net investment income... . 4.0 13.0 7.9
Fee revenue and other income.............c......... 15.7 29.4 27.7
Total revenues (8)....ccccovvvvevviveenees e 242.4 109.4 365.1 217.0
Insurance policy benefits and changes in future pol ~icy benefits........ 159.7 74.8 240.2 151.6
Amortization related to operations................. 8.5 7.3 13.2 12.9
Interest expense on investment borrowings.......... 1 1 1 2
Other operating costs and expenses................. 49.9 15.3 63.2 27.0
Total benefits and expenses (a).............. . 218.2 97.5 316.7 191.7
Operating income before income taxes, minori ty interest and
extraordinary charge.......cccceeevveeee. e 24.2 11.9 48.4 25.3
Net investment losses, net of related costs and amo rtization........... - (1.6) (.3) (3.6)
Income before income taxes, minority interes t and
extraordinary charge......cccccceeeeee. s $24.2 $ 10.3 $48.1 $ 21.7
(a) Revenues exclude net investment losses; ben efits and expenses exclude

amortization related to net investment losses.

General: The other segment includes individualgnodip major medical health insurance products amibus other health insurance
products. The segment's operations were significaffected by the PFS Merger effective April 19%9 The profitability of this business
depends largely on the overall persistency of therness inforce, claim experience and expenseaontr

The segment also includes the fee revenue gendratedr non-life subsidiaries, including the inwrasht advisory fees earned by CCM and
commissions earned for insurance and investmewluptanarketing and distribution. Such amounts edelihe fees for services provided to
our consolidated subsidiaries. The profitabilitytteé fee-based business depends on the total éeesaged and expense control.
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Premiums collected by this segment in the secomadteuof 1997 were $220.8 million, up 123 percardrahe second quarter of 1996.
Premiums collected by this segment in the firstisonths of 1997 were $323.8 million, up 62 perdemn the first six months of 1996.
Premiums collected by the recently acquired comgsawiere $128.8 million in the second quarter of7188d $136.8 million in the first six
months of 1997. Excluding these premiums collebiethe recently acquired companies, this segmpreisiums collected (primarily related
to products that we are not currently emphasizivay)e decreased. Over the last several years, aanwhbteps were taken to improve the
profitability of such business, including prodystice, underwriting and agent compensation reviidimese steps have had the effect of
reducing premiums collected.

Group premiums increased 122 percent to $142.2omilh the second quarter of 1997 and 68 perce$i21@.0 million in the first six months
of 1997. Group premiums collected by the recentlyuired companies were $81.8 million in the fiigtraonths of 1997. Excluding such
premiums, the increase reflects new policies atelirgreases, net of premium decreases from plaljses.

Individual health premiums increased 251 perce®6i0.3 million in the second quarter of 1997 anfl pércent to $86.8 million in the first
six months of 1997. Individual health premiums ecled by the recently acquired companies were $68li@n in the first six months of
1997. Excluding such premiums, the decrease ipuaithible to policy lapses in response to rate mses.

The other accident and health premiums decreaseér2@nt to $11.3 million in the second quartet@97 and 28 percent to $24.0 million in
the first six months of 1997. These products atecnaently being emphasized, although the infdmgsiness continues to be profitable.

Insurance policy income is comprised of premiuntsea on the segment's policies, and has fluctuadedistent with the explanations
provided above for premiums collected.

Net investment income increased 90 percent to $Hl®n in the second quarter of 1997 and incree@eg@ercent to $13.0 million in the fir
six months of 1997. Such investment income fluadadrimarily in relationship to the amount of axggranvested assets supporting this
segment's insurance liabilities. Average investsgts increased as a result of the recent acquisiti

Fee revenue and other income include: (i) feesmfarstment management and mortgage originatiorsandcing; and (ii) commissions
earned for insurance and investment product mautsetnd distribution. Such amounts exclude the fieeservices provided to our
consolidated subsidiaries. Fee revenue and othenia increased 6.1 percent to $29.4 million forfifst six months of 1996, primarily as a
result of an increase in fees for investment mamaage, partially offset by a decrease in commissearsed for insurance and investment
product marketing and distribution.

Insurance policy benefits and change in futuregydbienefits fluctuate in relationship to the amoofrsegment business inforce and the
incidence of claims. The ratio of policy benefitsnsurance policy income was 73 percent in thersgcjuarter of 1997 and 74 percent for
first six months of 1997. Such ratio was approxeha83 percent during the 1996 periods. The deerssfiects the premium rate increases
reflected on certain blocks during 1996 and theenpoofitable blocks acquired with recent acquisisio

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

Interest expense on investment borrowings is aftebly changes in investment borrowing activities.
Other operating costs and expenses fluctuated phynas a result of expenses of recently acqui@dganies.
Net investment losses, net of related costs andtaation, often fluctuate from period to peric

Other components of income before income taxesprnityninterest and extraordinary charge:

In addition to the income of the four operatingraegts, income before income taxes, minority integies extraordinary charge is affected
(i) interest and other corporate expenses; anddiiyecurring items.
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Interest and other corporate expenses were $2%9i8min the second quarter of 1997 and $26.6 onillin the second quarter of 1996. Inte
and other corporate expenses were $59.1 millidharfirst six months of 1997 and $56.5 million e ffirst six months of 1996. Interest
expense is the largest component of these expdnsarest expense was $25.5 million in the secarattgr of 1997 and $25.8 million in the
second quarter of 1996. Interest expense was $5illi8n in the first six months of 1997 and $54.2lion in the first six months of 1996.
Such interest expense fluctuates in relationshipeécaverage debt outstanding during each periddteninterest rates thereon.

Nonrecurring items in 1997 represent expensesiiaeduelated to the death of an executive officahnsecond quarter of 1997. Nonrecur
items in 1996 primarily arose from the sale of mwestment in Noble Broadcast Group, Inc.

SALES

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

Total premiums collected by our business segmeate @&s follows:

Three months ended Six months ended
June 30, June 30,
1997 1996 1997 1996
(Dollars in mi llions)
Supplemental health............c.ccccevvviiiene $ 468.1 $196.9 $ 888.6 $ 405.9
Annuities.......... . 438.6 409.9 811.7 804.6
Life insurance 174.0 62.0 334.5 127.9
Other....coveciieciece e 220.8 99.1 323.8 200.0
Total premiums collected........ccccceeeeee.. e, $1,301.5 $767.9 $2 ,358.6 $1,538.4

Fluctuations in premiums collected are discussedabinder "Results of Operations - First Six Morthd997 Compared to the First Six
Months of 1996 and the Second Quarter of 1997 Coedp@ the Second Quarter of 1996." Our recentiaitins have had a significant
effect on premiums collected in the 1997 periods.

LIQUIDITY AND CAPITAL RESOURCES

Changes in the consolidated balance sheet betweeenfiber 31, 1996, and June 30, 1997, reflect grdwtlugh operations, changes in the
fair value of actively managed fixed maturity seties and the following capital and financing traosons described in the notes to the
consolidated financial statements: (i) the CAF Merdii) the issuance of $300 million of Companyligated mandatorily redeemable
preferred securities of subsidiary trusts; (iii¢ ttepurchase of senior subordinated notes withr aglae of $84.5 million; (iv) the conversion
of convertible debentures acquired in the ATC Meig® Conseco common stock; (v) the conversioRRfDES into Conseco common
stock; (vi) the repurchase of mandatorily redeemabéferred stock of a subsidiary; (vii) the PFSdée; (viii) common stock repurchases;
and (ix) the issuance of commercial paper.

In accordance with Statement of Financial Accountandards No. 115, Accounting for Certain Investta in Debt and Equity Securities
("SFAS 115"), we record our actively managed fixeakurity investments at estimated fair value. Atel80, 1997, the carrying value of such
investments was increased by $83.1 million as altrefthe SFAS 115 adjustment, compared to aregse of $103.8 million at December
1996.

Minority interest increased as a result of theasme of $300.0 million of Company-obligated mandbteedeemable preferred securities of
subsidiary trusts, partially offset by Conseco'schases of mandatorily redeemable preferred stbaksabsidiary with a par value of $27.9
million.
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The increase in shareholders' equity in the fisshwonths of 1997 resulted from: (i) Conseco commatmtk issued in the CAF Merger with a
value of $115.7 million; (i) Conseco common stéekued in the PFS Merger with a value of $342.%ionil (iii) net income of $242.1
million; (iv) the conversion of convertible debergs into Conseco common stock with a value of $lL&dllion; and (v) amounts related to
stock options and employee benefit plans (includirggtax benefit thereon) of $244.7 million. Thészreases were partially offset by: (i)
repurchases of common stock for $600.3 million);tfie decrease in net unrealized appreciation 8f&illion; and (iii) dividends of $17.5
million.

Dividends declared on common stock for the six erinded June 30, 1997, were 6.25 cents per shakay 1997, Conseco's Board of
Directors increased the quarterly cash dividenthenCompany's common stock to 12.50 cents per $imame3.125 cents per share, effective
with the next dividend payment on October 1, 1997.

The following table summarizes certain financidlasas of and for the six months ended June 387,18nd as of and for the year ended
December 31, 1996:

June 30, December 31,
1997 1996

Book value per common share:

As reported.........cocoeeiiiiiiiiiiiee $18.22 $16.86
Excluding unrealized appreciation (depreciation) 18.08 16.62
Ratio of earnings to fixed charges:
AS TEPOMEM. .. e 2.04X 1.65X
Excluding interest on annuities and financial pr oduct policyholder account
balances (D). 7.66X 4.55X
Ratio of earnings to fixed charges, preferred div idends and distributions on
Company-obligated mandatorily redeemable prefe rred securities of subsidiary
trusts:
XS (=] o 15 (T 1.75X 1.51X
Excluding interest added to annuity and financ ial product policyholder account
balances (D)...cccovvvieiiiiiceeeeee 3.73X 3.06X
Ratio of adjusted statutory earnings to cash intere st (¢):
AS TEPOME. .. e 1.61X 1.54X
Excluding interest added to annuity and financia | product policyholder account
balances (D)...ccccovviiiiiiiiieceiccees e 5.65X 4.56X
Ratio of adjusted statutory earnings to cash int erest and distributions on
Company- obligated mandatorily redeemable prefe rred securities of subsidiary
trusts (d):
XS (= o 5 (o 1.49X 1.53X
Excluding interest on annuities and financial product policyholder account
balances (D)...cccovvieiiiiceeeeeee 3.46X 4.34X
Ratio of total debt to total capital:
S (= o o] £ (= 28X 22X
Excluding unrealized appreciation (depreciation) () PR .28X .23X
Ratio of debt and Company-obligated mandatorily re deemable preferred securities
of subsidiary trusts to total capital (e):
AS TEPOMEM...eiiieiiiiiieiiieeceeeiee e 43X .35X
Excluding unrealized appreciation (depreciatio 1) FEUT RPN 43X .35X

(a) Excludes the effect of reporting fixed maturit

(b) These ratios are included to assist the reade
interest added to annuity and financial p
balances (which is not generally required to
itis recognized). Such ratios are not inten
the following ratios prepared in accordan
earnings to fixed
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charges; the ratio of earnings to fixed charg
distributions on Company-obligated mandat
securities of subsidiary trusts; the ratio o

to cash interest; or the ratio of adjusted
interest and distributions on Company-oblig
preferred securities of subsidiary trusts.

(c) Statutory earnings represent: (i) gain from o
life insurance companies before interest (in
"as reported” ratio, interest on annuities
income taxes as reported for statutory acc
income before interest and income taxes of a
interest includes interest (including, for
ratio, interest on annuities and financial
consolidated subsidiaries.

(d) Statutory earnings represent: (i) gain from o
life insurance companies before interest (in
"as reported” ratio, interest on annuities
income taxes as reported for statutory acc
income before interest and income taxes of a
interest includes interest (including, for
ratio, interest on annuities and financial
consolidated subsidiaries. Distributions on C
redeemable preferred securities of subsi
distributions before income taxes of Con
subsidiaries.

(e) Represents the ratio of debt and the Co
redeemable preferred securities of subsidi
shareholders' equity, notes payable, m

Company-obligated mandatorily redeemable prefe

trusts.

INVESTMENTS

At June 30, 1997, the amortized cost and estinfaiedalue of fixed maturity securities (all of v were actively managed) were as follc

United States Treasury securities and
obligations of United States government
corporations and agencies.............cceveennes

Obligations of states and political subdivisions
and foreign government obligations..............

Public utility securities............ccccovuveenne

Other corporate securities.............cccccueene

Mortgage-backed securities.............cccueere

Total fixed maturity securities ..............

CO, INC. AND SUBSIDIARIES

es, preferred dividends and
orily redeemable preferred
f adjusted statutory earnings
statutory earnings to cash
ated mandatorily redeemable

perations of our consolidated
cluding, for purposes of the
and financial products) and
ounting purposes; plus (ii)
Il non-life companies. Cash
purposes of the "as reported”
products) of Conseco and its

perations of our consolidated
cluding, for purposes of the
and financial products) and
ounting purposes; plus (ii)

Il non-life companies. Cash
purposes of the "as reported”
products) of Conseco and its
ompany-obligated mandatorily
diary trusts include such
seco and its consolidated

mpany-obligated mandatorily
ary trusts to the sum of
inority interest and the
rred securities of subsidiary

Gross G
Amortized unrealized unre
cost gains lo

(Dollars in mill

$ 4525 $ 44 $
356.7 3.8

2,086.0 324
10,264.7 130.0
5,817.2 74.8

$18,977.1  $245.4 $
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The following table sets forth the investment rgsirof fixed maturity securities at June 30, 199%{ghated categories include securities with
"+" or "-" rating modifiers). The category assigned is tighést rating by a nationally recognized statistiating organization, or as to $71
million fair value of fixed maturities not rated Bych firms, the rating assigned by the Nationalo&gtion of Insurance Commissioners
("NAIC"). For purposes of the table, NAIC Classekarities are included in the "A" rating; ClassBBB"; Class 3, "BB" and Classes 4 to 6,
"B and below."

Percent of

Investment ~ —emeeeeem e
rating Fixed matu rities Total investments
AAA...cc 3 5% 30%
AAL 9 8
A 2 6 23
BBB.....coiiii 2 5 22

Investment grade............... 9 5 83
BB 3 3
B and below............ccccoceene. 2 1

Below investment grade......... 5 4

Total fixed maturities......... 10 0% 87%

At June 30, 1997, our below investment grade fixedurity securities had an amortized cost of $928ilMon and an estimated fair value of
$943.8 million.

During the first six months of 1997, we recorded2diillion in writedowns of fixed maturity secues as a result of changes in conditions
which caused us to conclude that a decline invidine of the investments was other than tempofirgre were no such writedowns during
the first six months of 1996. At June 30, 1997eébmaturity securities in default as to the payneémirincipal or interest had an aggregate
amortized cost of $4.7 million and a fair valueb8t3 million.

Sales of invested assets (primarily fixed matwségurities) during the first six months of 1997 grated proceeds of $6.3 billion, and net
investment gains of $22.3 million. Sales of invesdssets during the first six months of 1996 gerdrproceeds of $3.0 billion, and net
investment gains of $4.2 million. Net investmeningan 1997 and 1996 also included $.2 million $id3 million, respectively, of
writedowns related to mortgage loans.

At June 30, 1997, fixed maturity investments ineld®5.9 billion of mortgage-backed securities (bp&rcent of all fixed maturity

securities). The yield characteristics of mortghgeked securities differ from those of traditiofieéd-income securities. Interest and
principal payments occur more frequently, often thiyn Mortgage-backed securities are subject tksressociated with variable
prepayments. Prepayment rates are influenced loyrdoer of factors which cannot be predicted withaiaty, including the relative

sensitivity of the underlying mortgages backing élssets to changes in interest rates; a variegafomic, geographic and other factors; and
the repayment priority of the securities in therallesecuritization structures.

In general, prepayments on the underlying mortdaaies, and the securities backed by these loatr®dse when the level of prevailing
interest rates declines significantly relativette interest rates on such loans. Mortgage-bacl@dites purchased at a discount to par will
experience an increase in yield when the underlginggages prepay faster than expected. Theseitsespurchased at a premium that
prepay faster than expected will incur a reductioyield. When interest rates decline, the procdeata the prepayment of mortgage-backed
securities are likely to be reinvested at loweesahan we were earning on the prepaid securitiben interest rates increase, prepaymen
mortgage-backed securities decrease as fewer yimtgrhortgages are refinanced. When this occuesatlerage maturity and duration of the
mortgage-backed securities increase, which desehsgyield on mortgage-backed securities purchasadliscount because the discount is
realized as income at a slower rate and increasegield on those purchased at a premium as a @fsalldecrease in the annual amortization
of the premium.
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The following table sets forth the par value, anzed cost and estimated fair value of mortgage-eddecurities, summarized by interest
rates on the underlying collateral at June 30, 1997

Par Am ortized Estimated
value cost fair value
(Dollars in millions)

$1,7443  $ 1,672.4 $1,668.9
3,015.9 29222 2,958.1

Below 7 percent.........cccoevvevvieieniineennnns
7 percent - 8 percent......

8 percent - 9 percent.. 806.4 744.2 751.1
9 percent and above....... 472.1 478.4 480.1
Total mortgage-backed securities............. .~ $6,038.7 $ 5,817.2 $5,858.2

The amortized cost and estimated fair value of gage-backed securities at June 30, 1997, summarnzgbe of security, were as follows
(dollars in millions):

Estima ted fair value
Percent
Amortized of fixed
Type cost Amount maturities
Pass-throughs and sequential and targeted amortizat ion classes............ $3,914.9 $3,941.7 21%
Planned amortization classes and accretion directed 1,173.7 6
SUpPPOTrt ClasSes........cccveeeiiiieeeiieeeeneenn. 169.1 1
Accrual (Z tranche) bonds.... 44.0 -
Subordinated classes ..........ccccoeceveeiiieennns 529.7 3
$5,817.2 $5,858.2 31%

Pass-throughs and sequential and targeted amantizaasses have similar prepayment variabilityssProughs historically provide the best
liquidity in the mortgage-backed securities makad provide the best price/performance ratio ifgali volatile interest rate environment.
This type of security is also frequently used dkateral in the dollar-roll market. Sequential das pay in a strict sequence; all principal
payments received by the collateralized mortgadigatons (“CMOs") are paid to the sequential ttzexin order of priority. Targeted
amortization classes provide a modest amount gifgyraent protection when prepayments on the unaeylgollateral increase from those
assumed at pricing. Thus, they offer slightly brettl protection than sequential classes or passiyhs.

Planned amortization classes and accretion dirdiiads are some of the most stable and liquidunstnts in the mortgage-backed securities
market. Planned amortization class bonds adhadik@d schedule of principal payments as londhasuinderlying mortgage collateral
experiences prepayments within an expected ranggnges in prepayment rates are first absorbed fypyosticlasses. This insulates the
planned amortization classes from the consequefdaster prepayments (average life shortening)shioder prepayments (average life
extension).

Support classes absorb the prepayment risk fromhwianned amortization and targeted amortizatiasses are protected. As such, they are
usually extremely sensitive to prepayments. Mosiwfsupport classes are higher average life imsnis that generally will not lengthen if
interest rates rise further and will have a tengiéncshorten if interest rates decline. Howevergsithese bonds have costs below their par
values, higher prepayments will have the effeéhofeasing yields.

Accrual bonds are CMOs structured such that theneay of coupon interest is deferred until principayments begin. On each accrual date,
the principal balance is increased by the amoutti®interest (based upon the stated coupon feeptherwise would have been payable. As
such, these securities act like zero coupon bontiscash payments begin. Cash payments typicalpat commence until earlier classes in
the CMO structure have been retired, which candpgficantly influenced by the prepayment experiené the underlying mortgage loan
collateral in the CMO structure. Because of the zgupon element of these securities and the patemtcertainty as to the timing of cash
payments, their market values and yields are memsitive to changing interest rates than are diiM®s, passhrough securities and coup
bonds.
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Subordinated CMO classes have both prepaymentradd dsk. The subordinated classes are usedhare® the credit quality of the senior
securities and as such, rating agencies requitehisssupport not deteriorate due to the prepayrokthe subordinated securities. The credit
risk of subordinated classes is derived from thgatiee leverage of owning a small percentage ofitigerlying mortgage loan collateral
while bearing a majority of the risk of loss duehtimeowner defaults.

At June 30, 1997, the balance of mortgage loanscamaprised of 95 percent commercial loans, 2 pénesidual interests in collateralized
mortgage obligations and 3 percent residentialdohass than 1 percent of mortgage loans were mardyloans which are two or more
scheduled payments past due) at June 30, 1997.

Investment borrowings averaged approximately $34tllfon during the first six months of 1997, comed to approximately $327.7 million
during the same period of 1996 and were collatezdlby investment securities with fair values agjpnately equal to the loan value. The
weighted average interest rate on such borrowirags4\9 percent and 5.2 percent during the firstreirths of 1997 and 1996, respectively.

STATUTORY INFORMATION

Statutory accounting practices prescribed or péeohifior our insurance subsidiaries by regulatotyauties differ from generally accepted
accounting principles. Our life insurance subsid®reported the following amounts to regulatorgrages at June 30, 1997, after appropriate
eliminations of intercompany accounts among sudisigiiaries (dollars in millions):

Statutory capital and surplus .........cccoeeeeeee. L $1,375.4
Asset valuation reserve ("AVR")....ccocovveeeeee L 277.0
Interest maintenance reserve ("IMR").......ccc..... L. 303.5
Portion of surplus debenture carried as a liability ... 88.2
Total e $2,044.1

The ratio of such consolidated statutory accoularuzzs to consolidated statutory liabilities (exihg AVR, IMR, the portion of surplus
debentures carried as a liability, liabilities fra@parate account business and short-term coliasgtdorrowings) was 10.2 percent at June
30, 1997, and 9.8 percent at December 31, 1996.

Combined statutory net income of our life insurasabsidiaries (after appropriate eliminations ééinompany amounts among such
subsidiaries) was $127.8 million in the first siomths of 1997 and $89.2 million in the first six miws of 1996.

The statutory capital and surplus of the insurautsesidiaries include surplus debentures of thempér@ding companies totaling $806.3
million. Payments of interest and principal on sdelbentures are generally subject to the apprdwakansurance department of the
subsidiary's state of domicile. During the first sionths of 1997, our life insurance subsidiarieslenscheduled principal payments on
surplus debentures of $72.9 million.

State insurance laws generally restrict the ahilftinsurance companies to pay dividends or makeratistributions. Net assets of our life

insurance subsidiaries, determined in accordante®@AAP, aggregated approximately $8.8 billion &Bmber 31, 1996. During the first
months of 1997, our life insurance subsidiariesl padinary dividends of $61.3 million to the paréntding companies. During the remain
of 1997, the life insurance subsidiaries may palitamhal dividends of $104.8 million without therpgission of state regulatory authorities.

FORWARD-LOOKING STATEMENTS

All statements, trend analyses and other informatimntained in this report and elsewhere (such aghier filings by the Company with the
Securities and Exchange Commission, press relgassgntations by the Company or its managementabstatements) relative to markets
for the Company's products and trends in the Cogipaperations or financial results, as well agp#itatements including words such as
"anticipate," "believe," "plan," "estimate," "exgéc'intend," and other similar expressions, cansti forward-looking statements under the
Private Securities Litigation Reform Act of 199%éeEe forwardeoking statements are subject to known and unknasks, uncertainties ar
other factors which may cause actual results tmaeerially different from those contemplated by thevardiooking statements. Such fact
include, among other things: (1) general econorai@dions, including prevailing interest rate levahd stock market performance, which
may affect the ability of the Company to sell iteghucts,
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the market value of the Company's investments la@dbjpse rate and profitability of the Company'cpes; (2) the Company's ability to
achieve anticipated levels of operational efficiea@t recently acquired companies, as well asitir@ther cost-saving initiatives; (3)
customer response to new products, distributiomcéls and marketing initiatives; (4) changes infdteral income tax laws and regulations
which may affect the relative tax advantages ofesofithe Company's products; (5) increasing cortipetin the sale of the Company's
products; (6) regulatory changes, including modiiiens to the regulation of financial services etifeg (among other things) bank sales and
underwriting of insurance products and changeg#aith care regulation that affect the Company'pleumpental health insurance products; (7)
the availability and terms of future acquisitioasd (8) the risk factors or uncertainties listaahfrtime to time in the Company's other filings
with the Securities and Exchange Commission.
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PART Il - OTHER INFORMATION
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

At the Company's annual meeting of shareholdefdayn 13, 1997, the shareholders approved an amertdm#ére Company's Articles of
Incorporation to increase the number of sharesittfaized common stock from 500,000,000 to 1,000,000. Shareholders cast 134,174,
votes in favor of the amendment and 22,614,025svagminst, with 2,797,909 abstentions. The shadei®hlso elected John M. Mutz to
serve as a director for a term ending in 1999 amitirRM. Dick, James D. Massey and Dennis E. Muyi@y to serve as directors for terms
ending in 2000. The results of the voting wereddieivs (there were no broker non-votes):

John M. Rollin M. James D. Dennis E.

Mutz Dick Massey Murray, Sr.
For 158,810,972 159,134,358 158,883,730 158,862,778
Withheld 735,711 722,325 702,953 723,805

At the annual meeting, the shareholders also aggrthve adoption of the Company's 1997 Non-qualimtk Option Plan (the "Plan").
There were 69,677,936 shares voted for the PlgB/&J098 shares voted against the Plan, 1,745/F&8mions and 25,242,043 broker non-
votes.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.
a) Exhibits.

11.1 Computation of Earnings Per Share - Primary.
11.2 Computation of Earnings Per Share - Fully @iu
27.0 Financial Data Schedule.

b) Reports on Form 8-K.

A report on Form 8-K dated April 1, 1997, was filwith the Commission to report under Item 5, thasitlg of the offering by Conseco
Financing Trust Il of 300,000, 8.796% Capital Séttes.

A report on Form 8-K dated April 30, 1997, wasdileith the Commission to report under Item 5, tigmisig of a stock purchase agreement
with Leucadia National Corporation.
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SIGNATURE

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

CONSECO, INC.

Dat ed: August 13, 1997 By: /'s/ ROLLIN M DI CK
Rollin M Dick
Executive Vice President and
Chi ef Financial Oficer
(authorized officer and principal
financial officer)
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COMPUTATION OF

Shares outstanding, beginning of period............

Weighted average shares issued (acquired) during th
Shares issued in conjunction with mergers........
Shares issued under employee benefit and compensa
Exercise of stock options............c.ccccue....

Shares issued upon conversion of preferred stock.
Shares issued upon conversion of convertible debe
Treasury stock acquired............ccoccvveeennee
Common equivalent shares related to:
Stock options at average market price .........
Employee stock plans ..........cccceevveene

Convertible debentures............cccccveenee

Weighted average primary shares outstanding........

Net income for primary earnings per share:
Net income as reported............ccceeevueennne
Less amounts applicable to preferred stock:
Charge related to induced conversions..........
Preferred stock dividends......................

Net income for primary earnings per share..........

Net income per primary common share................

INC. AND SUBSIDIARIES

EARNINGS PER SHARE - PRIMARY
(unaudited)

Three months ended S
June 30,

1997 1996 1

............ 183,245,130 82,737,604 167,1

............ 9,188,759 - 7,4
tion plans - - 1
............ 4,651,914 46,378 3,1
............ 89,018 672,196 5,7
ntures...... 392,055 - 4,0
............ (8,213,278) (620) (4,1

............ 10,035,158 4,700,162 10,9

............ 2,291,778 2,032,858 2,1
. 6,734,908 14,944,768 7,0

5,879,059 - 5,4

............ 214,294,501 105,133,346 209,0

............ $130,645,000 $50,062,000 $242,1

(911,000) - (132
- (4,412,000)

............ $129,734,000 $45,650,000 $228,9

............ $.61 $.43

EXHIBIT 11.1

ix months ended
June 30,

997 1996

28,228 81,031,828

73,571 -
01,086 -
20,112 2,007,752
46,993 337,840
48,362 -
06,639) (952,492)

16,957 4,662,020

84,979 2,024,800
37,497 13,138,498

71,240 102,250,246

34,000 $96,410,000

01,000) -
- (9,018,000)
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COMPUTATION OF

Weighted average primary shares outstanding
Incremental common equivalent shares:

Related to options and employee stock plans ...

Related to convertible preferred stock

Weighted average fully diluted shares outstanding.
Net income for fully diluted earnings per share..

Net income per fully diluted common share

Note: For the three and six months ended June 30,
price of a share of Conseco common stock
market price during the periods. Acco
additional incremental common equivalent
calculating fully diluted earnings per shar

CO, INC. AND SUBSIDIARIES

EARNINGS PER SHARE - FULLY DILUTED
(unaudited)

Three months ended S
June 30,

1997 1996 1

............ 214,917,625 105,133,346 209,4

- 765,280
- 17,112,680

214,917,625 123,011,306 209,4

............ $130,645,000 $50,062,000 $229,8

............ $.61 $.41

1997, the closing market
was lower than the average
rdingly, there were no
shares for the purpose of
e.

EXHIBIT 11.2

ix months ended
June 30,

36,284 102,250,246

- 1,586,570
- 17,449,538

36,284 121,286,354

44,000 $96,410,000

$1.10 $.79



ARTICLE 7

THE SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATIONEXTRACTED FROM FORM 10-Q FOR CONSECO, INC.
DATED JUNE 30, 1997 AND IS QUALIFIED IN ITS ENTIRETBY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 6 MOS
FISCAL YEAR END DEC 31 199
PERIOD END JUN 30 199
DEBT HELD FOR SALE 19,060,20
DEBT CARRYING VALUE 0
DEBT MARKET VALUE 0
EQUITIES 186,70(
MORTGAGE 869,70( 1
REAL ESTATE 0
TOTAL INVEST 21,861,40
CASH 0
RECOVER REINSURE 792,70(
DEFERRED ACQUISITION 3,233,30 2
TOTAL ASSETS 30,187,80
POLICY LOSSES 20,288,30
UNEARNED PREMIUMS 439,20(
POLICY OTHER 1,019,501
POLICY HOLDER FUNDS 350,70(
NOTES PAYABLE 1,286,50!
PREFERRED MANDATORY 967,70(
PREFERREL 122,00(
COMMON 2,448,90!
OTHER SE 961,80( 3
TOTAL LIABILITY AND EQUITY 30,187,80
PREMIUMS 1,555,101
INVESTMENT INCOME 854,10(
INVESTMENT GAINS 20,90(
OTHER INCOME 29,40(
BENEFITS 1,448,301
UNDERWRITING AMORTIZATION 206,30(
UNDERWRITING OTHER 270,60(
INCOME PRETAX 426,60(
INCOME TAX 154,901
INCOME CONTINUING 271,70(
DISCONTINUED 0
EXTRAORDINARY (5,500
CHANGES 0
NET INCOME 242,10(
EPS PRIMARY 1.1C
EPS DILUTED 1.1C
RESERVE OPEM 0
PROVISION CURRENT 0
PROVISION PRIOF 0
PAYMENTS CURRENT 0
PAYMENTS PRIOR 0
RESERVE CLOSE 0
CUMULATIVE DEFICIENCY 0

LIncludes $545,200 of credit tenant loans.
2 Includes $2,505,300 of cost of policies purchased.
3 Includes retained earnings of $936,600 and netalinegl appreciation of securities of $25,200.

4 Includes insurance policy benefits of $986,900n¢feain future policy benefits of $81,600 and amsuattded to annuity and financial
product policyholder account balances of $379,800.

5 Includes amortization of cost of policies purchase#129,400 and cost of policies produced of $80,8nd amortization related to
investment gains of $26,600.

End of Filing
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