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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

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

For the quarterly period ended March 31, 1999

[] 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 Em ployer Identification No.
11825 N. Pennsylvania Street
Carmel, Indiana 46032 (317) 817-6100
Telephone

Address of principal executive offices
Indicate by check mark whether the registrant € filed all reports required to be filed by 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 Aprill®®9: 323,515,11



PART | - FINANCIAL INFORMA TION

ITEM 1. FINANCIAL STATEMENTS.

CONSECO, INC. AND SUBSIDIA RIES
CONSOLIDATED BALANCE SHE ET
(Dollars in millions)
ASSETS
March 31, December 31,
199 9 1998
(unaud ited)
Investments:
Actively managed fixed maturities at fair value (amortized cost: 1999 - $22,994.6;

1998 - $21,848.3) .. $22,5 919 $21,827.3
Interest-only securities at fair value (amortize d cost: 1999 - $1,399.5; 1998 - $1,313.6).. 1,3 69.5 1,305.4
Equity securities at fair value (cost: 1999 - $4 24.0; 1998 - $373.0)...cccvveeireriienne 4 27.7 376.4
Mortgage l0ans.........cccveeeeeiiieennineen, 1,1 97.0 1,130.2
Policy loans.........cccceevvvveeiiiieeeinen, 6 80.7 685.6
Other invested assets .. 1,0 47.5 1,259.8
Short-term investments 1,1 98.1 1,704.7
Assets held in separate accounts................ 9 97.5 899.4

Total INVESIMENTS..ccocciieeieiieees e ————————— 29,5 09.9 29,188.8
Accrued investment income............ccc.ocueeene 4 225 383.8
Finance receivables............ 3,9 26.4 3,299.5
Cost of policies purchased.. 2,4 23.2 2,425.2
Cost of policies produced 1,5 98.7 1,453.9
Reinsurance receivables.............cccccceeueeen. 8 36.9 734.8
GoOdWill.....cveeeeieciieiieeeeeee e 3,9 32.7 3,960.2
Cash held in segregated accounts for investors..... 8 95.8 843.7
Other aSSetS........uuuvueerieerieriieiieniens 1,4 40.2 1,310.0

TOtAl ASSEIS..ccvvviiiiiee i ———— $44,9 86.3  $43,599.9

(continued on next page )

The accompanying notes are an integral part oftimsolidated financial statements.
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CONSECO, INC. AND SUBSIDIA

CONSOLIDATED BALANCE SHEET, ¢
(Dollars in millions)

LIABILITIES AND SHAREHOLDERS'

Liabilities:

Liabilities for insurance and asset accumulation
Interest-sensitive products
Traditional products
Claims payable and other policyholder funds...
Unearned premiums.........cccovvvvernnneens
Liabilities related to separate accounts......
Liabilities related to deposit products.......

Investor payables..........c.ccocrviiiennnen.

Other liabilities .

Income tax liabilities.............ccccvvnee.

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

Notes payable and commercial paper:
COrporate........cccovvevveveeeenenicnienns
Finance........ccooevveniinnciciee

Total liabilities..........cccoeveernnns

Minority interest:
Company-obligated mandatorily redeemable preferr
of subsidiary trusts...........cccccevveenne

Shareholders' equity:
Preferred stocK........ccccoviiniiiiinnne
Common stock and additional paid-in capital (no
authorized, shares issued and outstanding: 199
1998 - 315,843,609).....ccceviriererniane
Accumulated other comprehensive loss:
Unrealized depreciation of fixed maturity secu
deferred income taxes: 1999 - $(110.8); 199
Unrealized depreciation of other investments (
income taxes: 1999 - $(15.9); 1998 - $(7.2)
Minimum pension liability adjustment (net of a
1998 - $(2.7))eeeereeieeniieiieeieine
Retained earnings...........ccccoeevvveeeunen.

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

Total liabilities and shareholders' equity

RIES
ontinued
EQUITY
March
199
(unaud
products:

par value, 1,000,000,000 shares
9 - 323,461,956;
........................................... 2,8

The accompanying notes are an integral part o€dimsolidated financial statements.
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31,
9

ited)

80.9
65.8
51.1
89.9
97.5
84.7
95.8
64.7
58.3
12.3

76.8
84.2

62.0

98.6

46.9

04.6)
27.9)

11.3

25.7

86.3

December 31,
1998

$17,229.4

6,391.6

1,4915
376.6
899.4
541.7
843.7

1,980.7
197.1
956.2

2,932.2
2,389.3

2,096.9

105.5

5,273.6

$43,599.9



CONSECO, INC. AND SUBSIDIA RIES

CONSOLIDATED STATEMENT OF OPE RATIONS
(Dollars in millions except per sh are amounts)
(unaudited)

Revenues:
Insurance policy income..
Net investment income....
Gain on sale of finance receivables.............
Net investment gains....... RRTR
Fee revenue and other income....................

Total revenues...

Benefits and expenses:
Insurance policy benefits....
Interest expense
Amortization

Total benefits and EXPENSES.......cccceceee

Income before income taxes, minority interes t and extraordinary charge ...........c.c.......

INCOME taX EXPENSE...ccviiiiiiiiiiiiicciieeine

Income before minority interest and extraord inary charge ..........cccooveeiiciicen
Minority interest - distributions on Company-obliga ted mandatorily redeemable preferred
securities of subsidiary trusts, net of income t AXES..e et

Income before extraordinary charge .........

Extraordinary charge on extinguishment of debt, net of income taxes ......ccocevveeereeenneenne

NELINCOME..ciiiiiiiciiiicieeeeee s

Less preferred Stock diVideNnds........ccccceeeees e

Net income applicable to common sStocK....... s

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

Net income

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

NELINCOME. oot

The accompanying notes are an integral part oftimsolidated financial statements.
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Three months ended
March 31,

1999 1998

$1,007.4 $ 990.1

199.8 143.7
1.0 104.8
111.3 79.4

889.7 954.4
110.6 106.4
151.4 203.5
306.7 299.9

- 16.4
297.1 214.6
0.6 2.0

$.92 $.74

$.90 $.70
- (:05)
$.90 $.65



CONSECO, INC. AND SUBSIDIA

CONSOLIDATED STATEMENT OF SHAREHOL

(Dollars in millions)
(unaudited)

Balance, January 1, 1999..........ccccceeeuvieene

Comprehensive income, net of tax:
Netincome.........coevvviviiniicineene.
Change in unrealized appreciation (depreciatio
of actively managed fixed maturity investmen
(net of applicable income tax benefit of

Change in unrealized appreciation (depreciatio
of other investments (net of applicable inco
tax benefit of $8.7)

Change in minimum pension liability adjustment
(net of applicable income tax expense

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

Issuance of shares for stock options and for
employee benefit plans............c.ccco....

Tax benefit related to issuance of shares under
stock option plans

Conversion of preferred stock into common shares

Cost of shares acquired.............c.ccocue....

Dividends on common stock..

Dividends on preferred stock....................

Balance, March 31, 1999........ccccceeeieiiieennn.

Balance, January 1, 1998...........cccceecvveenn

Comprehensive income, net of tax:

Netincome.........coevvivieniicineene.

Change in unrealized appreciation (depreciatio
of actively managed fixed maturity investmen
(net of applicable income tax benefit of $9.

Change in unrealized appreciation (depreciatio
of other investments (net of applicable inco
tax benefit of $9.6)........ccccccvveneenne

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

Issuance of shares for stock options and for
employee benefit plans...........ccccceevies

Tax benefit related to issuance of shares under
stock option plans..........ccoccveeiieenne

Issuance of warrants in conjunction with
financing transaction...............ccc.......

Cost of shares acquired.............c.ccocuuee..

Dividends on common stock..

Dividends on preferred stock....................

Balance, March 31, 1998.........ccccceeveiieeennn.

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

RIES

DERS' EQUITY

Common stock  Accumu

Preferred and additional
Total stock  paid-in capital

....$5,273.6  $105.5 $2,736.5

. 297.1
n)
ts
. (1927) - - @
n)
me

(15.8) - - (

44 - .

93.0

69.9 - 69.9

242 - 24.2

- (105.5) 105.5

(89.2) - (89.2)

(452) - -

(6) - -
..$5,325.7 $ -  $2,846.9
..$52139 $1158  $2,619.8
.. 2146 - -

n)
ts
8).. (18.2) - - (
n)
me

a7 - - (

181.7

707 - 70.7

381 - 38.1

7.7 - 7.7

(233.8) - (115.3)

(35.1) - -

20 - -

....$5,241.2 $115.8 $2,621.0
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lated other
rehensive
me (loss)

92.7)
15.8)

4.4

32.5)

00.6

18.2)

14.7)

Retained
earnings

$2,460.0

297.1

$2,277.7

214.6

(1-18.5)
(35.1)



CONSECO, INC. AND SUBSIDIA RIES

CONSOLIDATED STATEMENT OF CAS H FLOWS
(Dollars in millions)
(unaudited)
Th ree months ended
March 31,
199 9 1998

Cash flows from operating activities:
Net iNCOME.......covvveriiciiiiieeeiee
Adjustments to reconcile net income to net cash
Gain on sale of finance receivables...........

7.1 $ 214.6

9.8) (143.7)

Points and origination fees received.......... 0.5 53.0
Interest-only securities investment income.... 3.7) (33.4)
Cash received from interest-only securities... 3.5 68.0
Servicing iNCOME..........coovveeriveennnns 9.3) (33.1)
Cash received from servicing activities....... 1.7 35.1
Amortization and depreciation.... 5.2 218.2
Income taxes............ceeeene 5.0 61.4
Insurance liabilities 4.1 (60.1)
Accrual and amortization of investment income. 6.0) (0.6)
Deferral of cost of policies produced and purc 2.9) (209.4)
Minority interest..........cccovcvevrineenne 6.5 29.5
Extraordinary charge on extinguishment of debt - 25.2
Net investment gains.........cccccoeveeenins ( 1.0) (104.8)
Other.....cocoviii 3 1.1) 84.6
Net cash provided by operating activities... 40 9.8 204.5

Cash flows from investing activities:
Sales of investments....

Maturities and redemptions of investments....... 3.3 321.3

Purchases of investments................c....... 7.0) (8,543.6)

Cash received from the sale of finance receivabl 2,97 2.6 2,921.6

Principal payments received on finance receivabl Sttt 1,64 1.0 1,174.6

Finance receivables originated.................. (5,11 0.8) (4,277.2)

Other...ccooiiiiiiieee e 7 9.2) (41.2)
Net cash used by investing activities ...... . (1,68 4.6) (180.7)

Cash flows from financing activities:

Issuance of notes payable and commercial paper.. 4,24 6.4 3,644.5

Issuance of shares related to stock options..... 9.4 57.7

Issuance of Company-obligated mandatorily redeem able preferred securities of

subsidiary trusts.........ccccoeevveeiienenns - 3.6

Payments on notes payable and commercial paper..
Payments to repurchase equity securities........
Investment borrowings
Amounts received for investments in deposit prod
Withdrawals from deposit products...............

75  (3,389.9)
9.5) (199.6)
6.1 (193.4)

Distributions on Company-obligated mandatorily r edeemable preferred securities of
subsidiary trusts and common and preferred sto ck dividends.........ccccceevviiienen. 7 2.0) (50.0)
Net cash provided (used) by financing activi HIBS i et 76 8.2 (142.0)
Net decrease in short-term investments...... s (50 6.6) (118.2)
Short-term investments, beginning of period........ s 1,70 4.7 1,154.7
Short-term investments, end of period............... $1,19 8.1 $1,036.5

The accompanying notes are an integral part o€disolidated financial statements.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following notes should be read together withribtes to the consolidated financial statemeitsdied in the 1998 Form 10-K of
Conseco, Inc. ("we", "Conseco" or the "Company").

BASIS OF PRESENTATION

Our unaudited consolidated financial statementscedll adjustments, consisting only of normalureing items, that are necessary to present
fairly Conseco's financial position and result®pérations on a basis consistent with that of oor pudited consolidated financial
statements. As permitted by rules and regulatidiiseoSecurities and Exchange Commission applicabtgpiarterly reports on Form 10-Q,

we have condensed or omitted certain informatiahdisclosures normally included in financial stagens prepared in accordance with
generally accepted accounting principles ("GAARVe have also reclassified certain amounts fronptie periods to conform to the 1999
presentation. Results for interim periods are maessarily indicative of the results that may bgeeted for a full year.

Conseco is a financial services holding companyatpey throughout the United States. Our insurautssidiaries develop, market and
administer supplemental health insurance, annimitityidual life insurance, individual and group mamedical insurance and other insurance
products. Our finance subsidiaries originate, paseh sell and service consumer and commercialdabrans. Conseco's operating strate

to grow its business by focusing its resourcesherdievelopment and expansion of profitable prodaistsstrong distribution channels, to s

to achieve superior investment returns througlva@sset management and to control expenses.

When we prepare financial statements in conformvith GAAP, we are required to make estimates asdragtions that significantly affect
various reported amounts of assets and liabilgrebthe disclosure of contingent assets and liegdsilat the date of the financial statements
revenues and expenses during the reporting pefimissxample, we use significant estimates andnagons in calculating values for the
cost of policies produced, the cost of policieschased, interest-only securities, servicing rightedwill, liabilities for insurance and deposit
products, liabilities related to litigation, guatafund assessment accruals, gain on sale of feeexeivables and deferred income taxes. If
our future experience differs from these estimatasassumptions, our financial statements coultdterially affected.

Consolidation issues. Our consolidated financitieshents give retroactive effect to the merger'(@reen Tree Merger") with Green Tree
Financial Corporation ("Green Tree") in a transatticcounted for as a pooling of interests (seeéiree Merger"). The pooling of
interests method of accounting requires the rasite of all periods presented as if Conseco anéiGieee had always been combined. The
consolidated statement of shareholders' equitetbes reflects the accounts of the Company asiftiditional shares of Conseco common
stock issued in the merger had been outstandingglall periods presented. Intercompany transastfior to the merger have been
eliminated, and we have made certain reclassifinatto Green Tree's financial statements to confor@onseco's presentation.

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

ADJUSTMENT TO ACTIVELY MANAGED FIXED MATURITY SECUR ITIES

We classify our fixed maturity securities into threategories: (i) "actively managed” (which we gatrestimated fair value); (ii)

"trading" (which we carry at estimated fair valuahd (iii) "held to maturity" (which we carry at antized cost). We held $71.9 million of
trading securities at March 31, 1999, which weudeld in other invested assets. We held no fixedifiyasecurities in the held to maturity
category at March 31, 1999.



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Net unrealized losses on actively managed fixediritgtinvestments included in shareholders' equitye as follows

March 31, December 31,

1999 1998

(Dollars in millions)

Net unrealized losses on actively managed fixed mat urity investments.................... $(402.7) $(21.0)
Adjustments to cost of policies purchased and cost of policies produced................. 92.9 10.4
Deferred income tax benefit......ccccccceveeccces 110.8 6.4
OFher i e (5.6) (7.7)

Net unrealized losses on actively managed fi xed maturity investments............. $(204.6) $(11.9)

GREEN TREE MERGER

On June 30, 1998, we completed the Green Tree Mangeissued a total of 128.7 million shares of €mo common stock (including 5.0
million common equivalent shares issued in exchdag&reen Tree's outstanding options), exchangt§5 of a share of Conseco common
stock for each share of Green Tree common stook.Grieen Tree Merger constituted a tax-free exchandevas accounted for under the

pooling of interests method. We restated all pperiod consolidated financial statements to inclGdeen Tree as though it had always be
subsidiary of Conseco.

Prior to the effect of the Green Tree Merger, Condad revenues of $1,699.0 million and net incofrf&l51.1 million for the three months
ended March 31, 1998. Green Tree had revenues8at&$illion and net income of $63.5 million foattperiod.

FINANCE RECEIVABLES, INTEREST-ONLY SECURITIES AND S ERVICING RIGHTS OF
FINANCE SUBSIDIARIES

Finance receivables, summarized by type, werelmsva

March 31, Decembe r31,

1999 199 8

(Dollars in million s)

Manufactured houSing.......ccccocvivviienciccee e $ 463.2 $ 798 8
MOrtgage SEeIVICES......oovvvviiiiiiiiiieieeeeeees e 829.5 603 5
Consumer/credit Card.......cccocevvvvenenncceeee e 748.1 587 3
COMMErCial..cueeieiiiiiieciiiiieeeieeeeeeee e 1,939.5 1,352 9
3,980.3 3,342 5
Less allowance for doubtful accounts............... L (53.9) (43 .0)
Net finance receivables........ccccccceeee. $3,926.4 $3,299 5

We pool and securitize substantially all of theafioe receivables we originate. In a typical seizatibn, we establish a special-purpose entity
for the limited purpose of purchasing the finaneeeivables. This special-purpose entity issuessalislinterest-bearing securities that
represent interests in the receivables, collatdlby the underlying pool of finance receivabi¥e, in turn, receive the proceeds from the
sale of the securities, which are typically solthat same amount as the principal balance of t&wables sold. We retain a residual interest,
which represents the right to receive, over thedifthe pool of receivables: (i) the excess ofghiecipal and interest received on the

receivables transferred to the special purpose¢yemter the principal and interest paid to the addof other interests in the securitization;
(i) servicing fees.



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In some securitizations, we also retain certairelerated securities that are senior in paymentipyito the interest-only securities. Such
retained securities had a fair market value andréred cost of $344.8 million and $366.8 millioespectively, at March 31, 1999, and were
classified as actively managed fixed maturity sities:

During the first three months of 1999 and 1998,Goenpany sold $2,965.0 million and $2,967.8 millimspectively, of finance receivables
in various securitized transactions and recogngaeds of $199.8 million and $143.7 million, respesly.

We record the interest-only security initially at@ue representing an allocated portion of the basis of the finance receivables being sold.
We adjust this value to estimated fair value eadrtgr. We used the following assumptions to deitegrthe initial value of the interest-only
securities related to new securitizations in thet fjuarter of 1999. The difference between es@ohédir value and the security's book value is
included in unrealized depreciation of other inuestts.

Manufactured Home equity/ Consumer/
housing home improvement  equipment Total

(Dollars in millions)

Interest-only securities at fair value............. . $ 7429 $ 456.5 $ 170.1 $1,369.5
Principal balance of sold finance receivables (a).. .. 21,263.7 8,132.0 3,722.0 33,117.7
Weighted average customer interest rate on sold

finance receivables (2)........cccccoeveeennns . 10.1% 11.4% 10.9%

Expected weighted average annual constant

prepayment rate as a percentage of principal

balance of sold finance receivables (a) (b)..... . 11.5% 26.9% 22.2%
Expected nondiscounted credit losses as a

percentage of principal balance of sold

finance receivables (a) (b)..........ccvernenns . 6.1% 3.3% 2.5%
Weighted average discount rate used for
determining cost basis on the income statement.. . 15.0% 15.0% 15.0%
(a) Excludes finance receivables sold in revolving -trust securitizations.
(b) The valuation of interest-only securities is affected not only by the
projected level of prepayments of principal an d net credit losses, but also
by the projected timing of such prepayments a nd net credit losses. Should
such timing differ materially from our pr ojections, it could have a
material effect on the valuation of our intere st-only securities.

The weighted average interest rate used to dis@xpected cash flows of the interest-only securitiedetermining the fair value on the
balance sheet was 14 percent at March 31, 1999.

Credit quality was as follows:

March 31,
1999 199 8

60-days-and-over delinquencies as a percentage

of managed finance receivables at period end.... L 1.08% 1. 00%
Net credit losses incurred during the last twelve m onths as a percentage

of average managed finance receivables during th e period................ 1.07% 1. 06%
Repossessed collateral inventory as a percentage of managed finance

receivables at period end...........cceeeeeeeee. e 1.24% . 97%



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Activity in the interest-only securities accountsags follows:

Three months ended
March 31,

1999 1998

(Dollars in millions

Balance, beginning of period....................... $1,305.4 $1,398.

Additions resulting from securitizations during 165.7 171.

Investment income..........cccovveeernnenn. 43.7 33.

Cash received.........occoceeeiviiiieeeninnen. (123.5) (68.

Change in unrealized depreciation charged to sha reholders' equity........ (21.8) (33.
Balance, end of period........ccccoveeveeeneeces e $1,369.5 $1,501.

EARNINGS PER SHARE

A reconciliation of income and shares used to datewasic and diluted earnings per share is &sifsi

Income:
Income before extraordinary charge..............
Preferred stock dividends................c......

Income before extraordinary charge applicable to common
ownership for basic earnings per share......
Effect of dilutive securities:
Preferred stock dividends.....................

Income before extraordinary charge applicable to common
ownership and assumed conversions for dilute d earnings per share...........cccveeuee. $

Shares:
Weighted average shares outstanding for basic ea rnings per share..........ccoccveevveennnne 32
Effect of dilutive securities on weighted averag e shares:

Stock OptioNS.......cvevvvieiiiieeeiiiees
Employee stock plans...........ccccccueeennns

Dilutive potential common shares..........

Weighted average shares outstanding for diluted earnings per share................... 33

10

~

NN

0)

(&)]

hree months ended
March 31,

999 1998

llars in millions and
hares in thousands)

297.1 $231.0
0.6 2.0

0,645 308,969

3,649 9,701
2,004 1,970
1,769 6,482
3,042 5,287



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
BUSINESS SEGMENTS

We manage our business operations through two sggn{g finance; and
(i) insurance and fee-based.

Finance. We provide a variety of finance produictsiuding: consumer loans for manufactured houdiogne improvements, home equity .
various consumer products; private label creditl gaograms; and commercial loans such as revoluiedit agreements, asdmeked lendin
and equipment financing. These products are mathkeith direct to the borrower and through interragdchannels such as dealers, vendors,
contractors and retailers.

Insurance and fee-based. We provide supplemeraéthhannuity, life, and individual and group majoedical products to a broad spectrum
of customers through multiple distribution channebsch focused on a specific market segment. Tvestkicts are marketed through career
agents, professional independent producers anct dioatact.
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CONSECO, INC. AND SUBSIDIA

NOTES TO CONSOLIDATED FINANCIAL

Segment operating information was as follows:

Revenues:

Insurance and fee-based segment:
Insurance policy income..............c.......
Net investment income
Fee and other revenue
Net investment gains........ccccceeeeeevenne
Eliminations........cccccccceeveeeeennnnnnnn.

Total insurance and fee-based segment revenu

Finance segment:
Net investment income................cc.....
Gain on sale of finance receivables...........
Fee revenue and other income..................
Eliminations.........ccccvvvveveeieeeennnnn.

Total finance segment revenues..............

Total revenues.........cccoeevveenvnnnns

Expenses:

Insurance and fee-based segment:
Insurance policy benefits.....................
Amortization......................

Interest expense
Other operating costs and expenses............

Total insurance and fee-based segment expens

Finance segment:
Interest exXpense.........ccccvveveereeeeenn.
Other operating costs and expenses............
Eliminations...........ccccoooinininnnn.

Total finance segment expenses..............

Not allocated to segments:
Interest exXpense........cccccvveveereeeeenn.
Other operating cost and expenses.............
Eliminations..........ccoccoeveeiiiiienenns

Total expenses not allocated to segments....

Total exXpenses........ccccovvvveeeennns

Income before income taxes, minority interest and e
Insurance operations............cccceeeueeen.
Finance operations..........c.ccccceeeennns
Corporate interest and other expenses.........

Income before income taxes, minority inter

RIES

STATEMENTS

Three mo
Ma

(Dollars

....................................... $1,007.4
. 522.0

12

nths ended
rch 31,

in millions)

$ 990.1
583.3
20.8
104.8

) (428)



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FINANCIAL INSTRUMENTS

Our equity-indexed annuity products provide a goteed base rate of return, and a higher potermtiaim linked to the performance of the
Standard & Poor's 500 Index ("S&P 500 Index"). Wig Btandard & Poor's 500 Index Call Options (th&PS00 Call Options") in an effort
to hedge potential increases to policyholder bénedisulting from increases in the S&P 500 Indewtich the product's return is linked. We
include the cost of the S&P 500 Call Options inhieing of these products. The values of thes@optfluctuate in relation to changes in
policyholder account balances for these annuités reflect changes in the value of these optiometrinvestment income. During the three
months of 1999 and 1998, net investment incomeided $33.6 million and $59.7 million, respectivelylated to these changes. Such
investment income was substantially offset by iases to policyholder account balances. The valtieeo8&P 500 Call Options was $58.5
million at March 31, 1999. We classify such instents as other invested assets. We defer the presypaid to purchase the S&P 500 Call
Options and amortize them to investment income thar term. Such amortization was $20.1 million &7Y.7 million during the first three
months of 1999 and 1998, respectively.

For investment purposes, we entered into variogsest-rate swap agreements having an aggregadmalgprincipal amount of $1.7 billion
at March 31, 1999. The agreements effectively exgba fixed rate of interest on the notional amaniat a floating rate. The agreements
mature in various years through 2008 and have arage remaining life of five years (the averagédate is 2.4 years). We mark such
agreements to market each quarter, with the relzaed(loss) classified as investment income incthresolidated statement of operations. At
March 31, 1999, our interest-rate swap agreemexdsatfair value of $17.9 million.

If the counterparties of these financial instrunsefail to meet their obligations, Conseco may havwecognize a loss. Conseco limits its
exposure to such a loss by diversifying among st¢waunterparties believed to be strong and crexttwy. At March 31, 1999, all of the
counterparties were rated "A" or higher by Standaflbor's Corporation.

In conjunction with certain sales of finance reabiles, the Company has provided guarantees aggggiproximately $1.8 billion at Mar
31, 1999. We believe the likelihood of a signifitoss from such guarantees is remote.

REINSURANCE

The cost of reinsurance ceded totaled $115.0 miliod $133.9 million in the first three months 802 and 1998, respectively. We deducted
this cost from insurance policy income. Conseamigtingently liable for claims reinsured if the @ssng company is unable to pay.
Reinsurance recoveries netted against insurangey ginefits totaled $118.2 million and $126.1 roillin the first three months of 1999 and
1998, respectively.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CORPORATE NOTES PAYABLE AND COMMERCIAL PAPER

Corporate notes payable and commercial paper vedialaws (interest rates as of March 31, 1999):

March 31, D ecember 31,
1999 1998
(Dollars in millions)
Commercial paper (5.17%0)....cccocvevvieeaiieeneees e $ 9944 $ 7844
Bank credit facCilities (5.20%0).....cccccvvvveeeeee e 307.3 372.3
Notes payable (5.4%0).....ccccuevvviiiiiiiicceee e 400.0 400.0
6.4% notes due 2001.......cccccevvveeeeiciiieeees s 550.0 550.0
6.4% notes due 2003.......cccceevvveeeeiiiiieeees s 250.0 250.0
6.5% convertible subordinated notes due 2003....... 86.0 86.0
6.8% senior Notes due 2005........ccccvveeeeees 250.0 250.0
7.875% notes due 2000.......cccoceeeevcireeeeeeees s 150.0 150.0
8.125% senior notes due 2003.........ccceevvveeeeee s 63.5 63.5
10.5% senior notes due 2004........ccoovevcccccceee e 24.5 24.5
[ 11 = Pt 12.3 13.5
Total principal @mouNt........ccccoovveveeeeee e 3,088.0 2,944.2
Unamortized net diSCOUNt......ccccvveriiiies s (11.2) (12.0)
1 - 1t $3,076.8 $2,932.2

The Company's current bank credit facilities allaswto borrow up to $2.5 billion, of which $1.5 wh may be borrowed until 2003 and $1.0
billion may be borrowed until September 1999. Ath@rowings at March 31, 1999, totaled $1,150.0iom (of which $842.7 million was
used to finance the purchase of finance receivatiesified as finance notes payable See "Changeimance Notes Payable"). The credit
facility requires us to maintain various finanaiatios, as defined in the agreement, includinga @ebt-to-total capitalization ratio less

than .45:1 (such ratio was .383:1 at March 31, 1,999 (ii) an interest coverage ratio greater th&nl during the period October 1, 1998
through September 30, 1999, greater than 2.25:théperiod October 1, 1999 through September @01 2nd greater than 2.50:1 thereafter

(such ratio was 5.37:1 for the period ended Marh1®99). Our unsecured bank credit facilitiesweed to support our commercial paper
program.

Borrowings under our commercial paper program ayegtapproximately $1,100.5 million during the fitistee months of 1999. The
weighted average interest rate on such borrowiragss17 percent during that period.
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CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
CHANGES IN FINANCE NOTES PAYABLE

Notes payable and commercial paper related toinanéing activities were as follows (interest radesof March 31, 1999

March 31, D ecember 31,
1999 1998
(Dollars in millions)
Bank credit facilities (5.20%0).....cccccecceeeeeces e $ 842.7 $ 877.7
Master repurchase agreements due on various dates i n 1999
and 2000 (5.65%0)....ccccceerrimiiiianiienniee e 1,165.7 780.6
Credit facility collateralized by interest-only sec urities
due 2000 (6.94%0)...ccccueeiiiiiiiaaiiieeeeee e 245.0 300.0
10.25% senior subordinated notes due 2002.......... s 193.6 194.0
Medium term notes due October 1999 to April 2003 (6 R13170) IO 238.7 238.7
OFher i e 3.2 3.2
Total principal @mouUNt.......cccccoevvvvvveeeees e 2,688.9 2,394.2
Less unamortized net diSCOUNt.......cccceevvcceees s 4.7 (4.9)
TOtAl i e $2,684.2 $2,389.3

As of March 31, 1999, we had $4.25 billion of masépurchase agreements (of which $1,165.7 milkas outstanding at March 31, 1999)
with various investment banking firms, subjecthe availability of eligible collateral. The agream®generally provide for one-year terms,

which can be extended each quarter by mutual agneieof the parties for an additional year, baseshuthe financial performance of our
finance segment.

CHANGES IN PREFERRED STOCK

In February 1999, we redeemed all $105.5 millicarrigng value) outstanding shares of Preferred Bewddle Increased Dividend Equity
Securities, 7% PRIDES Convertible Preferred St6BIR(DES") in exchange for 5.9 million shares of Geco common stock.

CHANGES IN COMMON STOCK

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

T hree months ended
March 31,
1 999 1998
Balance, beginning of Period........ccccovveceees 315 ,844 310,012
Stock options exercised.............cc.cue... 4 ,561 4,862
Common shares converted from PRIDES............. 5 ,904 -
Common stock acquired under option exercise and repurchase programs..........ccccceeeeueeen. 2 ,896) (5,114)
Shares issued under employee benefit and compens ation plans..........ccccueeene 49 656
Shares returned by former executive due to recom putation of bonus (698)
Balance, end of PErOd......cccccovvveeevvccees e 323 462 309,718



CONSECO, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
RECENTLY ISSUED ACCOUNTING STANDARDS

Statement of Financial Accounting Standards No, 188counting for Derivative Instruments and Hedgifctivities" ("SFAS 133") was
issued in June 1998. SFAS 133 requires all devigatistruments to be recorded on the balance shestimated fair value. Changes in the
fair value of derivative instruments are to be rded each period either in current earnings orratbemprehensive income, depending on
whether a derivative is designated as part of g&dégnsaction and, if it is, on the type of hettgasaction. SFAS 133 is effective for year
2000. We are currently evaluating the impact of SHA83; at present, we do not believe it will havaaterial effect on our consolidated
financial position or results of operations.

LITIGATION

Green Tree has been served with various relatesuigswvhich were filed in the United States Dist@ourt for the District of Minnesota.
These lawsuits were filed as purported class agtionbehalf of persons or entities who purchasethoon stock or options of Green Tree
during the alleged class periods that generallyfram February 1995 to January 1998. One suchradiid not include class action claims. In
addition to Green Tree, certain current and forafcers and directors of Green Tree are namecdeendants in one or more of the lawsuits.
Green Tree and other defendants have obtaineddan foom the United States District Court for thistblct of Minnesota consolidating the
lawsuits seeking class action status into two astione which pertains to a purported class of comsatockholders and the other which
pertains to a purported class of stock option trmd@laintiffs in the lawsuits assert claims un8ections 10(b) and 20(a) of the Securities
Exchange Act of 1934. In each case, plaintiffsgdléhat Green Tree and the other defendants vibfatieral securities laws by, among other
things, making false and misleading statementstaheiwcurrent state and future prospects of Greee {particularly with respect to
prepayment assumptions and performance of cedam portfolios of Green Tree) which allegedly raedeGreen Tree's financial statements
false and misleading. The Company believes thalativsuits are without merit and intends to defemchdawsuits vigorously. The ultimate
outcome of these lawsuits cannot be predicted egthainty. Green Tree has filed motions, whichmerding, to dismiss these lawsuits.

In addition, the Company and its subsidiaries avelved on an ongoing basis in lawsuits relatethéir operations. Although the ultimate
outcome of certain of such matters cannot be predlisuch lawsuits currently pending against then@any or its subsidiaries are not
expected, individually or in the aggregate, to haweaterial adverse effect on the Company's cateselil financial condition, cash flows or
results of operations.

CONSOLIDATED STATEMENT OF CASH FLOWS
The following disclosures supplement our consoéidagtatement of cash flows:

Three months

ended
March 31,
1999 1998
Dollars in millions)
Additional non-cash items not reflected in the co nsolidated statement of cash flows:

Issuance of common stock under stock option and employee benefit plans............cccccoee. $ .8 $22
Tax benefit related to the issuance of common st ock under employee benefit plans.............. 24.2 38.1
Conversion of preferred stock into common stock. s 1 05.5
Shares returned by former executive due to recom putation of bonus........ - 23.4

Issuance of stock warrants in conjunction with f inancing transaction 7.7
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CONSECO, INC. AND SUBSIDIARIES
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.

In this section, we review Conseco's consolidagsdlts of operations for the three months endeccMat, 1999 and 1998, and significant
changes in our consolidated financial conditiomaBe read this discussion in conjunction with tewmpanying consolidated financial
statements and notes.

Consolidated results and analysis

Our first quarter 1999 operating earnings were $3@dllion, or 92 cents per diluted share, bottBappercent over the first quarter of 1998.
Operating earnings from the insurance segmentasectas a result of the growth and increased abdftyy of the business in force.
Operating earnings from the finance segment inetpsimarily as a result of portfolio growth whititreased income from sales of
receivables, interest, servicing and commissions.

Net income of $297.1 million in the first quartdri®99, or 90 cents per diluted share, includedmetstment losses (net of related cc
amortization and taxes) of $5.9 million, or 2 cemts share. Net income of $214.6 million in thetfijuarter of 1998, or 65 cents per diluted
share, included an extraordinary charge (net afdprf $16.4 million, or 5 cents per share, relateearly retirement of debt.

Total revenues in the first quarters of 1999 an@8liclude net investment gains of $1.0 million &184.8 million, respectively. Excluding
net investment gains, total revenues were $1,984l@n in the first quarter of 1999, up 4.5 perté&om $1,880.0 million in the first quarter
of 1998.

Results of operations by segment for the three hsomhded March 31, 1999 and 1998

The following tables and narratives summarize esults by segment.

T hree months ended
March 31,
1 999 1998
(D ollars in millions)
Operating earnings:
Operating income of segments before income taxes and minority interest:
Insurance and fee-based operations............ $ 362.1 $342.6

205.2  102.4
(50.8)  (42.8)

Finance operations..........ccccccevvveenins
Corporate interest and other expenses.........

Operating income before income taxes and min Ority INterest .........ccvevvevivveennns 516.5 402.2
Income tax related to operating iNCOME........... e 183.3 151.8
Operating income before minority interest... L 333.2 250.4
Minority interest in consolidated subsidiaries.. L 30.2 19.4
Operating €arNiNgS....ccovvcvveeciceniices s 303.0 231.0
Nonoperating items:
Net investment losses, net of tax and other item [PPSR (5.9)
Income before extraordinary charge........... 297.1 231.0
Extraordinary charge, Net Of taX€S......ccccceeees e - 16.4
NELINCOME. .ottt e $ 297.1 $214.6



CONSECO, INC. AND SUBSIDIARIES

Insurance and fee-based operations

T hree months ended
March 31,
1 999 1998
(D ollars in millions)
Premiums and deposits collected:
ANNUILIES .o e $ 511.0 $ 468.6
521.7 504.2
241.6 241.1
209.1 226.6
34.0 32.6
82.2 10.4
121.0 -
............................................ $1, 720.6 $1,483.5
Average insurance liabilities:
Annuities:
Mortality DASed.....cccovvevviiiiicceeees s $ 687.1 $ 6925
Equity-linked... 1, 390.5 590.9
Deposit based.... 11, 041.9 12,038.0
Separate accounts 948.5 679.0
Health........cooiiiie 4, 7019 4,202.1
Life:
Interest sensitive.........cccceeeveeeeeeeen, 4, 131.5 4,086.3
Non-interest sensitive.. 2, 838.3 2,751.3
Total average insurance liabilities, net of reinsurance receivables..................... $25, 739.7 $25,040.1
InSUrance Policy INCOME....ccccvviieiiiniienis e $1, 007.4 $ 990.1
Net investment income:
General account invested assets................. 495.8 505.4
Equity-indexed products based on S&P 500 Index.. 33.6 59.7
Amortization of S&P 500 Call Options............ (20.1) (7.7)
Separate account assets...........ccccceerenne 12.7 25.9
Fee revenue and other income....................... 28.7 20.8
TOtal FEVENUES (Q).cccvveeviiiieaiiieenees e 1, 558.1 1,594.2
Insurance policy beNefitS.....coccvvvvvicncees 669.6 680.4

Amounts added to policyholder account balances:
Annuity products other than those listed below..

Equity-indexed products based on S&P 500 Index.. 33.3 59.7
Separate account liabilities................... 12.7 25.9
Amortization related to operations.......... 140.6 117.1

Interest expense on investment borrowings.......... 11.8 18.9
Other operating costs and expenses................. 153.9 161.2
Total benefits and eXPENSES (8)....ccccceee 1, 196.0 1,251.6
Operating income before income taxes, minori ty interest and
extraordinary Charge......ccccoceceeeee e 362.1 342.6
Net investment gains (losses), net of related costs (9.0) 18.4
Income before income taxes, minority interes t and
extraordinary Charge.....ccccceeceees e $ 353.1 $ 361.0

(continued)
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CONSECO, INC. AND SUBSIDIARIES

T hree months ended
March 31,
1 999 1998
(D ollars in millions)
Ratios:
Investment income, net of interest credited on annuities and universal life
products less interest expense on investment b orrowings, as a
percentage of insurance liabilities (annualize )i 4.47% 4.58%
Operating costs and expenses and amortization re lated to operations as a percentage
of average insurance liabilities, net of reins urance (annualized).........ccccccovveennee 4.75% 4.57%
Health loss ratios:
All health lines:
Insurance policy BENEFitS....ccovceeceeces s $ 503.1 $514.7
LOSS rAtiO. e e 66.11% 68.34%
Medicare Supplement:
Insurance policy BENESitS....ccccvvcveccees e $ 159.2 $155.8
LOSS FAti0..cciiiiiiiiicciiciiceeeeies e 68.60% 70.02%
Long-Term Care:
Insurance policy BENEFitS....cccocceeceeces s $ 115.5 $113.1
LOSS ratiO. e e 61.49% 66.16%
Specified Disease:
Insurance policy BENEFitS....cccocceeceeces s $ 56.0 $45.7
LOSS FAti0..cciiiiiiciicciiciiceeeeie e 58.32% 47.25%
Major Medical:
Insurance policy benefits $ 147.9 $175.3
LOSS ratio.......cccvveevveeieciicnieenenn 71.63% 77.01%
Other:
Insurance policy BENEFitS....cccccceeeveeees e $ 245 $24.8
LOSS rAtiO. e e 63.52% 70.25%

(@) Revenues exclude net investment gains (los ses); benefits and expenses

exclude amortization related to realized gains.

Premiums and deposits collected were $1.7 billiothe first quarter of 1999, up 16 percent over8l®Xcluding certificates of deposit,
premiums collected were $1.6 billion, up 7.8 petaarer 1998. See "Sales of Insurance and Depaosituets" for further analysis.

Average insurance liabilities, net of reinsurareeeivables, were $25.7 billion in the first quad&fi999, up 2.8 percent over 1998.

Insurance policy income is comprised of: (i) premguearned on policies which provide mortality orbidity coverage; and (ii) fees and
other charges made against other policies. Sees®élnsurance and Deposit Products” for furtimedysis.

Net investment income on general account invesisdta (which excludes income on separate accoselisa®lated to variable annuities i
the income and change in the fair value of S&P 6ab Options related to equity-indexed products} w495.8 million in the first quarter of
1999, down 1.9 percent from 1998. The average balahgeneral account invested assets increas8dlpercent in the first quarter of 1999
to $26.6 billion compared to the same period in8L9%e yield on these assets decreased by .4 pageepoints to 7.4 percent in 1999. Such
fluctuations reflect the general decreases in itnvest interest rates, partially offset by increaisdacome from limited partnerships and ot
investments.
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CONSECO, INC. AND SUBSIDIARIES

Net investment income related to eg-indexed products based on the S&P 500 Index istanbally offset by a corresponding charge to
amounts added to policyholder account balancesdoity-indexed products. Such income and relatedgehfluctuated based on the
performance of the S&P 500 Index to which the meturn such products are linked.

Amortization of S&P 500 Call Options represents phemiums paid to purchase S&P 500 Call Optioresteel to our equity- linked products.
We amortize these amounts over the terms of thHermptSuch amortization has increased in relatathé increase in our equity-linked
product business.

Net investment income from separate account assettset by a corresponding charge to amountsdtieolicyholder account balances
variable annuity products. Such income and relabtedige fluctuated in relationship to total sepaagimount assets and the return earned on
such assets.

Insurance policy benefits decreased in the firstrigu of 1999 compared to the same period in 1838rasult of favorable claim experience.

Loss ratios for Medicare supplement products haenbyelatively stable and within our expectati@@svernmental regulations generally
require us to attain and maintain a loss rati@rafiree years, of not less than 65 percent.

The loss ratio for long-term care products declimetl999, reflecting favorable claims experiencatiplly offset by the effects of the asset
accumulation phase of these products. The netftagh from our long-term care products generallyulein the accumulation of amounts in
the early policy years of a policy (accounted fereserve increases) which are paid out as benefdter policy years (accounted for as
reserve decreases). Accordingly, the loss ratio imergase during the asset accumulation phaseesétpolicies, but the increase in the
change in reserve will be partially offset by intment income earned on the assets accumulated.

The 1999 loss ratio for specified disease prodwets within our expectations. The 1998 ratio beadfftom favorable claim developments.

The loss ratio for major medical products decliimed999, reflecting recent premium rate increaskdm management activities and
favorable claim developments.

The loss ratios on other products were within ogaeetations during the periods.

Amounts added to policyholder account balancesffimuity products decreased by 7.6 percent in teeduarter of 1999 to $174.1 million,
primarily due to a reduction in crediting rates ansinaller block of this type of annuity busines$oirce in the first three months of 1999. °
weighted average crediting rates for these antiaitylities decreased .1 percentage point, to 4ms¢nt, in the first three months of 1999.

Amortization related to operations increased prilypais a result of new policies sold. This itemliges amortization of: (i) the cost of
policies produced; (i) the cost of policies purséd; and (iii) goodwill related to this segmentisihess.

Interest expense on investment borrowings decrgas@arily as a result of decreased investmentdwang activities. Investment borrowin
averaged approximately $997.4 million during thetfthree months of 1999 compared to $1,280.3anilluring the same period of 1998.

Other operating costs and expenses decreased jyiasma result of cost efficiencies realized.

Net investment gains (losses), net of related @stisamortization, fluctuate from period to periSélling securities at a gain and reinves
the proceeds at lower yields may, absent other geanant action, tend to decrease future investrmiehitsy We believe, however, that the
following factors mitigate the adverse effect omineome: (i) we recognize additional amortizatadrcost of policies purchased and cost of
policies produced in order to reflect reduced fetyields (thereby reducing such amortization infeitperiods); (ii) we can reduce interest
rates credited to some products, thereby dimingsttie effect of the yield decrease on the investrapread; and (iii) the investment portfolio
grows as a result of reinvesting the investmemgabales of fixed maturity investments resulteddditional amortization of the cost of
policies purchased and the cost of policies prodwée10.0 million in the first quarter of 1999 a$86.4 million in the first quarter of 1998.
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CONSECO, INC. AND SUBSIDIARIES

Finance operations

Th ree months ended
March 31,
1999 1998
(D ollars in millions)

Contract originations:

Manufactured housing............ccceeevvneenne 411.1 $1,204.2
Mortgage services..... 437.6  1,038.2
Consumer/credit card............ccccecevveennnen 538.6 575.2
CommeErcial......ccoeveeeeeiieeiiieeieeeieeeenns 986.9 1,540.1
Totalceeeiiieee e, 374.2 $4,357.7
Sales of receivables:
Manufactured housing............ccceeevvneenns 800.0 $1,200.0
Home equity/home improvement.................... 188.2  1,079.0
Consumer/equipment..........cccceeuee.. . - 371.0
Commercial and retail revolving credit.......... - 317.8
Retained bonds..........cccceeevieeiiinennnnns (23.2) -
TOtAL e e $2, 965.0 $2,967.8
Managed receivables (average):
Manufactured NOUSING.....cccccvvveiieiiieees e $21, 447.3 $18,273.9
Mortgage services .. 8, 685.6 5,203.1
ConsumMEr/Credit Card.........ooovvveveveeecceee e ———————— 2, 988.5 1,912.8
COMMEICIAL i ————————— 5, 121.3 3,539.9
TOtAL e s $38, 242.7 $28,929.7
Net investment income:
Finance receivables and other............ceoc. $ 856 $ 50.1
INtErest-only SECUMLIES....covvvviinieenees e 43.7 334
Gain on sale of finance receivables................. 199.8 143.7
Fee revenue and Other iNCOME.......ccovccvvvcicees e 82.6 58.6
TOtAl FEVENUES...ccoviiveiiiiiciiieiiiee e 411.7 285.8
FiNance iNterest EXPENSE....cccvvvvivcveeiiceeeee s 56.6 48.5
Other operating Costs and EXPENSES.....cccccceccees e 149.9 134.9
TOtal EXPENSES..ccvvvveiiiieiiiieeie e 206.5 183.4
Income before income taxes, minority interest and
extraordinary Charge......ccccevvcevecees s $ 205.2 $ 102.4

Contract originations in the first quarter of 1988re $5.4 billion, up 23 percent over 1998.

Manufactured housing contract originations incrddse$206.9 million, or 17 percent, during thetfitree months of 1999 over 1998. The
increase in 1999 is due to an increase in botlatkeage size and number of contracts written.

Mortgage services contract originations increase#i399.4 million, or 38 percent, during 1999 ov888. We have continued to expand our
home equity retail origination network.

21



CONSECO, INC. AND SUBSIDIARIES

Consumer/credit card contract originations decrdye$36.6 million, or 6.4 percent, during 1999 dexe we focused on originating more
profitable business in 1999.

Commercial originations increased by $446.8 million29 percent, during 1999 over 1998, reflectirgher production in all areas of
commercial financing.

Sales of receivables occur when we sell throughriteations the finance receivables that we owidgn The amount of receivables we sell
particular period depends on many factors, inclgd{i) the volume of recent originations; (ii) matlconditions; and (iii) the availability and
cost of alternative financing. The total financeeai@ables sold in the first quarter of 1999 wasragimately equal to the first quarter of 1998.
Total finance receivables held by the Company &8 billion at March 31, 1999, an increase of $1ilon over March 31, 1998, as a re:
of both: (i) an increase in the pace of originasioand (ii) our election to hold more of the loarkeduled for sale late in each quarter until
early in the next quarter, when the market suppkecuritizations is usually lower and securitiaatspreads are usually better.

Managed receivables include finance receivableselléhrough securitizations as well as the finamoivables and related interests we
retain. The average managed receivables increask@Bt2 billion in the first quarter of 1999, up B@rcent over the same period in 1998.

Net investment income on finance receivables ahdratonsists of: (i) interest earned on unsoldnidgareceivables; and (ii) interest inco

on short-term and other investments. Such incomeased by 71 percent, to $85.6 million, in thetfiuarter of 1999. The increase is
consistent with the increase in average financeivables during the 1999 period. The weighted ayesaelds earned on finance receivables
were 10.6 percent and 9.8 percent during thetfirse months of 1999 and 1998, respectively.

Net investment income on inter-only securities is the accretion recognized onikerest-only securities we retain after we dekufice
receivables. Such income increased by 31 percef%3.7 million, in the first quarter of 1999. Timerease is consistent with the change in
the average balance of interest-only securitiestla@dcrease in the discount rate assumption weaugalue our interest-only securities. The
weighted average yields earned on interest-onlyritees were 13.1 percent and 9.1 percent durirditht three months of 1999 and 1998,
respectively.

Gain on sale of finance receivables is the diffeecbetween the proceeds from the sale of receivgbés of related transaction costs) and the
allocated carrying amount of the receivables sdld.determine the allocated carrying amount by aling the original amount of the
receivables between the portion sold and any redgimterests (securities classified as fixed madsiinterest-only securities and servicing
rights), based on their relative fair values attthee of sale. Assumptions used in calculatingabtimated fair value of such retained interests
are subject to volatility that could materially eff operating results. Prepayment rates may vang &xpected rates as a result of competition,
obligor mobility, general and regional economic ditions and changes in interest rates. In additatyal losses incurred as a result of loan
defaults may vary from projected performance.

Our gain on sale of finance receivables increageg8Ppercent, to $199.8 million, in the first quarbf 1999. Our gain recognized at the time
of the sale fluctuates when changes occur inhé)amount of loans sold; (ii) market conditionsctsas the market interest rates available on
securities sold in our securitizations); (iii) tamount and type of interest we retain in the readglizs sold; and (iv) assumptions used to
calculate the gain. The gain recognized in the djtsrter of 1998 was reduced by $47 million forirsterest-only security valuation
adjustment. In response to higher prepayment eatdsiigher market yields on publicly traded se@sisimilar to our interest-only securities,
we increased the assumed prepayment and discdestused to calculate the gain on sale of finaeceivables for sales completed after <
30, 1998. Accordingly, the amount of gain (befoaduation adjustments) as a percentage of closedeand sold decreased to 6.74 percent in
the first quarter of 1999 from 7.20 percent in fingt quarter of 1998.

In recent periods, the Company has emphasizedthgsion of points and origination fees in finameeeivables originated, which increases
the amount of cash received when such receivabtesadd in securitizations. Points and originafiees collected upon the securitization of
finance receivables increased to $110.5 millionr5®percent of the gain on sale recognized) ifiteequarter of 1999 compared to $53.0
million (28 percent of the gain on sale recognizadhe first quarter of 1998.
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In recent periods, conditions in the credit marketee resulted in less-attractive pricing of certaiver rated securities. As a result, we have
chosen to hold, rather than sell, certain secsrhigving corporate guarantee provisions. We rezegm gain on the sale of the securities we
hold, but we recognize greater interest incomephetlated interest expense, over the term we ti@ch. At March 31, 1999, we held $344.8
million of such securities which are classifiedaatively managed fixed maturities.

See "Liquidity for Finance Operations" for a dissios of our consideration of the use of alternathethods of financing which could affect
the gain on sale recognized in future periods.

Fee revenue and other income includes servicingniiec commissions earned on insurance policiesenritt conjunction with the financing
transactions and other income from late fees. $wmmhme increased by 41 percent, to $82.6 milliarthe first quarter of 1999. Our servicing
portfolio (on which we earn servicing income) gramd our net written insurance premiums grew aloitly managed receivables.

Finance interest expense increased by 17 perce®b6.6 million, in the first quarter of 1999. Cawrrowings increased to fund the increas
our average inventory of finance receivables geadrby increases in our loan originations, comna¢reivolving credit and lease portfolio
financings and securities held from our securiized. These increases were offset somewhat byraaein our average borrowing rate to
6.4 percent in the first quarter of 1999 from 7ergent in the first quarter of 1998.

Other operating costs and expenses include the aesbciated with servicing our managed receivabiidson-deferrable costs related to
originating new loans. Such expense increased tpetdent, to $149.9 million, in the first quartérl®99 reflecting: (i) the growth in our
servicing portfolio; and (ii) the increased voluofecontracts originated.

Other components of income before income taxesprityninterest and extraordinary charge:

Corporate interest and other expenses were $50i8min the first quarter of 1999 and $42.8 mitlin the first quarter of 1998. Interest
expense included therein was $47.1 million in iret fuarter of 1999 and $39.0 million in the figgtarter of 1998. Such expense fluctuate
relationship to the average debt outstanding dugamh period and the interest rate thereon. Avdragewings were higher in the first
quarter of 1999, the effect of which was partiaifiset by lower interest rates.

SALES OF INSURANCE AND DEPOSIT PRODUCTS

In accordance with GAAP, insurance policy incomevei in our consolidated statement of operationsists of premiums received for
policies that have life contingencies or morbidégtures. For annuity and universal life contradgthout such features, premiums collected
are not reported as revenues, but as depositsuaaince liabilities. We recognize revenues foréf@educts over time in the form of
investment income and surrender or other charges.
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Total premiums and deposits collected were asvalio

T hree months ended
March 31,
1999 1998
(D ollars in millions)
Premiums collected by our insurance subsidiaries:
Annuities:
Equity-indexed (firSt-y8ar).....ccoceeeees e $ 187.4 $ 152.0
Equity-indexed (reNeWal)......cccccceevceees e 16.5 5.3
Subtotal - equity-indexed annuUIties......... . s 203.9 157.3
Variable (fiIrSt-Y ar)...occivviieeiiceees e 91.4 44.9
Variable (reNeWal).....cccocvvevvnicneees 29.2 14.5
Subtotal - variable annuities...............— 120.6 59.4
Traditional fixed (firSt-yar)......ccccccceee 158.6 194.9
Traditional fixed (renNeWal).......ccccceeeees 15.3 15.8
Subtotal - traditional fixed annuities...... e 173.9 210.7
Market value-adjusted (firSt-year)............ 12.1 37.8
Market value-adjusted (renewal)............... 5 3.4
Subtotal - market-value adjusted annuities.. s 12.6 41.2
Total ANNUILIES...cocvieiiciiicceice s 511.0 468.6
Supplemental health:
Medicare supplement (firSt-yEar).............. . 27.6 27.6
Medicare supplement (reNEWal)........cccceeeee e 205.3 197.9
Subtotal - Medicare SUPPIEMENt.............. 232.9 2255
Long-term care (firSt-Y ar)....occcovcceeees 29.4 29.6
Long-term care (FeNEWAl)......ccccceevvccees e 163.3 148.5
Subtotal - [ONG-terM CAr€....ccceevvccees 192.7 178.1
Specified disease (firSt-year).......ccceeee. 9.4 10.9
Specified disease (FeNEWaAl).......cccccceeeee s 86.7 89.7
Subtotal - specified diSEASE........ccccceee 96.1 100.6
Total supplemental health..........cccccce. s 521.7 504.2
Life insurance:
FIrSt-Y@aAI i 37.2 42.5
RENEWAL....ooiiiiiiiiiiccceeee e 204.4 198.6
Total life INSUrANCE.....ccovvececee e 241.6 241.1
Individual and group major medical:
Individual (fIrSt-Y ar)..cccveivceeeccices s 22.1 28.0
Individual (FeNEWA)......ccovvvevicencees 59.4 56.6
Subtotal - iINdiVidual.......ccccoeveeeeees 815 84.6
Group (firSt-yYaN...cccvcve e s 9.2 17.2
Group (FENEWAD)....cccoeiiiiiieiiiieiiiees e 118.4 124.8
SUDtOtal - QrOUP..cciiiiiiiciiienieee 127.6 142.0
Total Major MediCal.....cccvvvceeeciices e 209.1 226.6
Other health:
Other (firSt-Y AN cuviviciieeciieeecccs s 5.2 3.8
Other (TeNeWA).....cccvvviiiieiieciee e 28.8 28.8
Total - Other i 34.0 32.6



Total first-year PremiumsS.....cccccccveevicces e 589.6 589.2

Total renewal PremilmS.....coooviiveeniieniees e e 927:8 883.9
Total premiums collected by our insurance su bsidiaries........ccccccevveeiiiiiii 1, 517.4 1,473.1
Deposits collected by our other subsidiaries:
MULUAT FUNOS. . s 82.2 10.4
Certificates of dePOSIt...ccccevvvevrccces 121.0 -
Total premiums and deposits collected....... e $1, 720.6  $1,483.5
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Annuities include traditional fixed rate annuitiesarket value-adjusted annuities, equity-indexatligies and variable annuities sold through
both career agents and professional independedtpecs.

In response to consumers' desire for alternativesiment products with returns linked to equities,introduced our first equity-indexed
annuity product in 1996. The accumulation valuégheke annuities is credited with interest at aruahguaranteed minimum rate of 3 percent
(or, including the effect of applicable sales lqaald.7 percent compound average interest ratetbgeerm of the contracts). The annuities
provide for higher returns based on a percentagesothange in the S&P 500 Index during each yetredr term. We purchase S&P 500 (
Options in an effort to hedge increases to politgdiobenefits resulting from increases in the S&P Mhdex. Total collected premiums for
this product were $203.9 million in the first quarof 1999 compared with $157.3 million in the ffigeiarter of 1998.

Variable annuities offer contract holders the &pid direct premiums into specific investment falios; rates of return are based on the
performance of the portfolio. Such annuities hagedme increasingly popular recently as a resuh@flesire of investors to invest in
common stocks. Our profits on variable annuitiemedrom the fees charged to contractholders. Viriabnuity collected premiums
increased 103 percent, to $120.6 million, in thst fijuarter of 1999.

Traditional fixed rate annuity products includegd@ipremium deferred annuities ("SPDAs"), flexilplemium deferred annuities ("FPDAS")
and single-premium immediate annuities ("SPIAs')jck are credited with a guaranteed rate. The ddrf@rtraditional fixed rate annuity
contracts has decreased in recent years, as edjelibw interest rates have made other investmeudycts more attractive. SPDA and FPDA
policies typically have an interest rate that iamgunteed for the first policy year, after which e the discretionary ability to change the
crediting rate to any rate not below a guarantegel iThe interest rate credited on SPIAs is basadarket conditions existing when a policy
is issued and remains unchanged over the lifeeoSfRIA. Annuity premiums on these products dectebgel 7 percent, to $173.9 million, in
the first quarter of 1999.

We offer deferred annuity products with a "markaiue adjustment"” feature. These products providgitiisadditional protection from early
terminations when interest rates rise by redudiegsurrender value payable upon a surrender gfdliey in excess of the allowable penalty-
free withdrawal amount. Conversely, when interagts fall, the market value adjustment featureciases the surrender value payable to the
policyholder. Annuity premiums collected with ttieature decreased by 69 percent, to $12.6 miliothe first quarter of 1999.

Supplemental health products include Medicare smpht, long-term care and specified disease insanaroducts distributed through a
career agency force and professional independedupers. Our profits on supplemental health pdidiepend on the overall level of sales,
persistency of in-force business, investment yiaettlim experience and expense management.

Collected premiums on Medicare supplement politieseased by 3 percent to $232.9 million, in thstfgquarter of 1999. Sales of Medicare
supplement policies in recent periods have beatd by: (i) steps taken to improve profitability increasing premium rates and changing
our commission structure and underwriting crite(i;increased competition from alternative prafig, including HMOs; and (jii) reduced
production in Massachusetts due to our decisiareése writing new business in that state (as ameaolin the third quarter of 1997).

Premiums collected on long-term care policies iaseel by 8 percent, to $192.7 million, in the fipsarter of 1999.
Premiums collected on specified disease policiesedsed by 4 percent to $96.1 million in the fipsarter of 1999.

Life products are sold through career agents, peid@al independent producers and direct respaagédtion channels. Life premiums
collected in the first quarter of 1999 were $24ri6ion, roughly level with 1998.

Individual and group major medical products incliui#ividual and group major medical health insumpooducts. Group premiums
decreased by 10 percent, to $127.6 million, infils¢ quarter of 1999. Individual health premiunecteased to $81.5 million in the first
quarter of 1999 compared with $84.6 million in fist quarter of 1998. Our efforts to secure ratréases and write only profitable major
medical business have resulted in improved prdfitatof these products, although total premium#estied have decreased as expected.
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Other health products include various health inscegroducts that are not currently being activefrketed. Premiums collected in the first
quarter of 1999 were $34.0 million, up 4.3 peraarar the first quarter of 1998. Since we no loreyively market these products, collected
premiums are expected to decrease in future y€hesin-force business continues to be profitable.

Mutual fund sales were very strong in the firstigraof 1999, reflecting our expanded distributiSach sales nearly equaled total mutual
fund sales for all of 1998.

Certificates of deposit were introduced in the thuquarter of 1998. Sales in the first quarter@9 were $121.0 million.
PRO FORMA DATA ASSUMING PORTFOLIO LENDING

The following pro forma data present our estimdteus operating earnings (income before extraomgicharge and net investment gains
(losses) (less that portion of amortization of adgbolicies purchased and cost of policies prodwused income taxes relating to such gains
(losses))) on a portfolio basis; that is, as iftveel accounted for the securitizations of our firareceivables as financing transactions, rather
than as sales, throughout the Company's historgoraingly, the pro forma data exclude gain on sélinance receivables, servicing
revenues and interest income on interest-only g@=urThe pro forma data do reflect, over the ¢iféhe loans, the spread between: (i) the
interest earned on the loans included in the station pools; and (ii) the sum of the interesidpa the holders of the debt securities
pursuant to the securitizations and credit losseisé portfolio. The pro forma data are intendeddsist you in analyzing our operating res
they are not intended to, and do not, representeihidts of the Company's operations prepareddardance with GAAP. This presentation
assumes that the Company had been a portfolio lesinlee its inception. If the Company were to bdgitding on a portfolio basis at any
point in time, actual earnings would initially beébstantially lower than the pro forma earnings enésd here.
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PRO FORMA OPERATING EARNINGS DATA
Margin on interest spread products:
Finance income...........ccccoeveeieniinnnn.
Investment income from insurance product invest
Provision for credit losses....................
Finance and investment borrowing interest expen
Amounts added to annuity and financial product

Net interest margin.............ccccuveeee

Margin on morbidity and mortality products:
Insurance policy income...........cccccveeens
Insurance policy benefits......................

Net mortality and morbidity................

Other revenues:
Fee revenue and other..........ccccccveeennn.
Policy surrender fees.........ccccceeevunnen.

Total other revenues.......................

Corporate interest eXpense.......c.cccceeeeeeenne
AMOrtiZation..........c.ceeevvrveeeiniiieeeeins
Other operating costs and expenses.................

Total costs and expenses...................

Pro forma operating earnings before income
Income tax eXPeNSe........ccoveevveerieeniinenn.

Pro forma operating earnings before minorit

Minority interest.........ccccovviveeerniinnenn.

Pro forma operating earnings...............

Reconciliation of reported operating earnings pe
operating earnings per share:
Reported operating earnings per share........

Pro-forma adjustments:
Finance income...........ccccoccveen.
Interest-only interest income..
Provision for credit losses.............
Amortization of net deferred costs......
Interest expense........cccceeeeveeeens
Eliminate gain-on-sale..................
Eliminate servicing income..............
Deferral of net origination costs.......

Pro forma operating income per share.......

CONSECO, INC. AND SUBSIDIARIES

Three mont
March

(Amounts in mi
per share

................................... $1,012.8
.............................. 522.0
(123.0)

................................... 174.0

hs ended
31,

llions except
amounts)

$768.5
583.3
(83.4)
(508.4)
(274.0)



CONSECO, INC. AND SUBSIDIARIES
LIQUIDITY AND CAPITAL RESOURCES

Changes in the consolidated balance sheet betweeenfiber 31, 1998 and March 31, 1999, reflect:p@rating results; (ii) origination and
sale of finance receivables; (iii) changes in #ie Value of actively managed fixed maturity setieisiand interest-only securities; and (iv)
various financing transactions. Financing transagti(described in the notes to the consolidatexhfiral statements) include: (i) the issuance
and repurchase of common stock; and (ii) the issaiamd repayment of notes payable and commergialrpa

In accordance with GAAP, we record our actively aged fixed maturity investments and interest-oelyusities at estimated fair value. At
March 31, 1999, we decreased the carrying valisidh investments by $432.7 million as a resulhif &djustment. The fair value
adjustment resulted in a $29.2 million decreasmaimying value at year-end 1998.

Total capital (excluding the notes payable of iharice segment used to fund finance receivablégpath 31, 1999 and December 31, 1998,
was as follows:

March 31, December 31,

1999 1998
(Dollars in millions)
Corporate notes payable and commercial paper....... . $3,076.8 $2,932.2
Company-obligated mandatorily redeemable preferred
securities of subsidiary trusts............... L 2,098.6 2,096.9
Shareholders' equity:
Preferred StOCK.......ccoovveiviiiicieeeceeee e - 105.5
Common stock and additional paid-in capital.... 2,846.9 2,736.5
Accumulated other comprehensive loss............ e (232.5) (28.4)
Retained earnings.......cccccoevvvvevviceeees e 2,711.3 2,460.0
Total shareholders' equity.................. . 5,325.7 5,273.6
Total capital.....ccccovvveevcieccieeeeee e $10,501.1  $10,302.7

Corporate notes payable and commercial paper isededuring the first quarter of 1999 primarily daencreased borrowings under our
commercial paper program. Such borrowings averagedoximately $1,100.5 million during the first gtea of 1999 and carried a weighted
average interest rate of 5.17 percent. The increasepartially offset by payments we made on ouklmedit facilities.

Shareholders' equity increased by $52.1 milliothafirst quarter of 1999, to $5.3 billion. Sigo#int components of the increase included: (i)
net income of $297.1 million; and (ii) the issuaméeommon stock related to stock options and eyggdenefit plans of $94.1 million
(including the tax benefit thereon). These increasere partially offset by: (i) repurchases of camnnstock for $89.2 million; (ii) common

and preferred stock dividends totaling $45.8 milliand (iii) the increase in the accumulated otwenprehensive loss of $204.1 million.

Book value per common share outstanding increas&d@.46 at March 31, 1999, from $16.37 at DecerBied998. Such change was
primarily attributable to the factors discussedhia previous paragraph. Excluding unrealized degtiea of fixed maturity securities, book
value per common share outstanding increased td @5 March 31, 1999, from $16.40 at December928.

Dividends declared on common stock for the threathoended March 31, 1999, were 14 cents per share.
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The following table summarizes certain financidglasas of and for the three months ended Marci899, and as of and for the year ended
December 31, 1998:

March 31, December 31,
1999 1998
Book value per common share:
AS TEPOMEM......iiciiiiiiiciieiie e e $16.46 $16.37
Excluding unrealized depreciation (@)............ 17.10 16.40
Ratio of earnings to fixed charges:
AS TEPOME....eeiicciiei it e s 5.44X 3.30X
Excluding interest expense on debt related to fi nance
receivables and other investments (D).......... s 11.59X 6.79X
Ratio of operating earnings to fixed charges (c):
AS TEPOME....eiiiciiiei it e s 5.51X 4.89X
Excluding interest expense on debt related to fi nance
receivables and other investments (b).......... 11.78X 10.81X
Ratio of earnings to fixed charges, preferred di vidends and distributions on
Company-obligated mandatorily redeemable preferr ed securities of subsidiary
trusts:
AS TEPOMEA...iviii i eceeeeceee e 3.84X 2.47X
Excluding interest expense on debt related to finance
receivables and other investments (b)....... 5.83X 3.68X
Ratio of operating earnings to fixed charges , preferred dividends and
distributions on Company-obligated mandator ily redeemable preferred
securities of subsidiary trusts (c):
AS TEPOME. .eeiiiciiii i e 3.90X 3.66X
Excluding interest expense on debt related to finance
receivables and other investments (b)....... 5.92X 5.86X
Rating agency ratios (a) (d) (e) (f) (9):
Debtto total capital....ccccccceevvcceecees s 26% 26%
Debt and Company-obligated mandatorily redeemabl e preferred securities
of subsidiary trusts to total capital......... 42% 43%

(a) Excludes the effect of reporting fixed maturit

(b) These ratios are included to assist the reade
interest expense on debt related to fina
investments (which is generally offset by
receivables and other investments financed b
not intended to, and do not, represent the f
accordance with GAAP: the ratio of earnings to
of earnings to fixed charges, preferred div
Company-obligated mandatorily redeemable prefe
trusts.

(c) Such ratios exclude the following items from
gains (losses) of our life insurance and co
portion of amortization of cost of policies p
produced relating to such gains (losses)); (
(iii) nonrecurring charges. Such ratios are
represent the following ratios prepared in ac
of earnings to fixed charges; and the ratio
preferred dividends and distributions on C
redeemable preferred securities of subsidiary

(d) Excludes debt of finance segment used to fu
investment borrowings of the insurance segment

(e) These ratios are calculated in a manner discus
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(f) Corporate debt is reduced by cash and i nvestments held by non-life
companies other than finance companies.

(g) Total capital includes amounts for the purch ase of common shares pursuant
to stock purchase contracts related to FELINE PRIDES as if such shares had
been purchased.

Consistent with recent discussions with rating ages) the Company has targeted the following ragiggncy ratios (described above) as ¢
to achieve at some point during 1999: (i) the raficorporate debt to total capital to be at oolbeR5 percent; and (ii) the ratio of corporate
debt and Company-obligated mandatorily redeematetieped securities of subsidiary trusts to totglital to be at or below 40 percent.

Liquidity for insurance and fee-based operations

Our insurance operating companies generally readeguate cash flow from premium collections amgstment income to meet their
obligations. Life insurance and annuity liabilitiée generally long-term in nature. Policyholdeeynhowever, withdraw funds or surrender
their policies, subject to surrender and withdraperalty provisions. We seek to balance the duraifeour invested assets with the estimated
duration of benefit payments arising from contiediilities.

We believe that the diversity of the investmenttiodio of our life insurance subsidiaries and tlemcentration of investments in high-quality,
liquid securities provide sufficient liquidity toest foreseeable cash requirements.

Liquidity for finance operations

Our finance operations require continued accefiseteapital markets for the warehousing and safmafce receivables. To satisfy these
needs, we use a variety of capital resources.

The most important liquidity source for our finara@erations has been our ability to sell finan@ereables in the secondary markets through
loan securitizations. Under certain securitize@saltructures, we have provided a variety of crealiancements, which generally take the
form of corporate guarantees, but have also indudak letters of credit, surety bonds, cash dépasid over-collateralization or other
equivalent collateral. When choosing the approersatucture for a securitized loan sale, we analygeash flows unique to each transaction,
as well as its marketability and projected econawaicie. The structure of each securitized saledgeo a great extent, on conditions in the
fixed-income markets at the time of sale, as welba cost considerations and the availability dfecgveness of the various enhancement
methods.

During the third and fourth quarters of 1998, ljty in the credit markets became extremely limit@dmany issuers. We believe the liqui
in this market has improved since then. This maikkeery large and fills a need for many investmd therefore we believe it is unlikely to
disappear. We have been able to sell finance rabkis even under the tough market conditions wiiisted during the latter half of 1998,
however the gains recognized on such sales wererldwaddition, we have access to bank creditienaspurchase agreements and
securitization lines that would enable us to camiproduction of loans for some time, even if thge-backed markets were temporarily not
available.

In some recent securitizations, we elected to hetthin lower-rated securities rather than selirtla¢ market prices prevalent in recent
months. We may choose to retain additional seesrftiom future securitizations. We believe theeeatequate sources of liquidity to
continue to hold a reasonable quantity of suchrigsiwhile still maintaining current levels ofdo originations. Holding these securities
results in reduced gains from the sale of finaeoeivables and comparable increases in the inte@she spread we earn while the secut
are held. In addition, volatility in the asset-badlsecurities markets may cause a reduction ipribfés we realize on the finance receivables
we sell. Several competing lenders have announmcestent periods that they are no longer lendingranluct lines that provide the majority
of our new loans. Brokers who previously expectedell completed loans to such lenders have satidiids from us and others to purchase
these loans. Moreover, we and other lenders haveased the interest rates charged on new loaesémt periods. We are unable to estin
the amount of increased business, if any, or thel lef profitability thereon that might result frotinese events.

We believe there may be a number of circumstancesich we could obtain more value from our finaneeeivables by holding them
directly, by holding all or a portion of the seci@$ issued in our securitizations, or by usingralative or modified methods of financing. We
are studying the effect such potential strategiegdchave on our capital structure, liquidity, asx¢o capital markets, credit ratings, reported
earnings and earnings per share.
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Cash received by the Company from the special-margecuritization entities in the first quarted®89 in the form of servicing fees and
payments on the residual interest securities ise@#o $165.2 million compared to $103.0 milliorthe first quarter of 1998. This growth is
the result of our growing servicing portfolio. Inést on unsold loans also increased during 1939rasult of the increase in the outstanding
finance receivables.

At March 31, 1999, we had $4.25 billion in masegurchase agreements, subject to the availabflgjigible collateral, with various
investment banking firms for the purpose of finaigcour consumer and commercial finance loan pragiucThese agreements generally
provide for annual terms which are extended eaelntgquby mutual agreement of the parties for aritiath@l annual term based upon receipt
of updated quarterly financial information. At Marg1, 1999, we had $1,165.7 million borrowed urtlerrepurchase agreements. In
addition, we have a $700 million line of credit sexd by our interestnly securities. This line of credit matures on feeloy 12, 2000, and h
an option to extend for an additional one-year teksof March 31, 1999, we had borrowed $245.0iamilunder this facility.

Liquidity of Conseco (parent company)

The parent company is a legal entity, separatedstishct from its subsidiaries, and has no busimgssations. The parent company needs
cash for:

(i) principal and interest payments on debt; (ijidends on common securities; (iii) payments tbssdiary trusts to be used for distributions
on the Company-obligated mandatorily redeemablfeped stock of subsidiary trusts; (iv) holding quemy administrative expenses; (v)
income taxes; and (vi) investments in subsidiafi&® primary sources of cash to meet these oldigatare payments from our subsidiaries,
including the statutorily permitted payments froar tfe insurance subsidiaries in the form of:fégs for services provided; (ii) tax sharing
payments; (iii) dividend payments; and

(iv) surplus debenture interest and principal paytsieThe parent company may also obtain cash pigs{iing debt or equity securities; (ii)
borrowing additional amounts under its revolvingdit agreement, as described in the notes to theotidated financial statements; or (iii)
selling all or a portion of its subsidiaries. Theseirces have historically provided adequate dashtb fund the needs of the parent
company's: (i) normal operations; (ii) internal arpion, acquisitions and investment opportunitest (iii) the retirement of debt and equity.

INVESTMENTS

At March 31, 1999, the amortized cost and estimtg&dsalue of fixed maturity securities (all of weh were actively managed) were as
follows:

Gross Gross  Estimated
Amortized unrealized unr ealized fair
cost gains | osses value
(Dollars in m illions)

Investment grade:
Corporate SEeCUrtieS.....cccccvvevvevceeeecs e, $13,060.4  $133.2 $3 14.3 $12,879.3
United States Treasury securities and obligation

United States government corporations and agen 3415 10.5 1.1 350.9
States and political subdivisions............... 112.4 1.1 2.6 110.9
Debt securities issued by foreign governments... w1729 2.3 9.7 165.5
Mortgage-backed securities .............c....... . 6,981.2 68.2 775 6,971.9

Below-investment grade (primarily corporate securit 2,326.2 19.5 2 32.3 2,113.4

Total actively managed fixed maturities....... L $22,994.6  $234.8 $6 37.5 $22,591.9

During the first three months of 1998, we recori&d million, in writedowns of fixed maturity sedigs and equity securities as a result of
changes in conditions which caused us to concluaiea decline in fair value of the investments wieer than temporary. There were no s
writedowns in the first quarter of 1999. At March, 3999, fixed maturity securities in default aghite payment of principal or interest had an
aggregate amortized cost of $36.6 million and ayasy value of $30.1 million.

Sales of invested assets (primarily fixed matuségurities) during the first three months of 1988eyated proceeds of $5.2 billion, and net
investment gains of $1.0 million.
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At March 31, 1999, fixed maturity investments irda $7.0 billion of mortgage-backed securities3bpercent of all fixed maturity
securities). The yield characteristics of mortgageked securities differ from those of traditiofieéd-income securities. Interest and
principal payments occur more frequently, often thiyn Mortgage-backed securities are subject tksressociated with variable
prepayments. Prepayment rates are influenced loyrdoer of factors that cannot be predicted withaiety, including: the relative sensitivity
of the underlying mortgages backing the assetbanges in interest rates; a variety of economioggphic and other factors; and the
repayment priority of the securities in the ovesalturitization structures.

In general, prepayments on the underlying mortdeaies and the securities backed by these loansdaeserwhen 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 desdhegyield on mortgage-backed securities purchasadliscount, because the discount is

realized as income at a slower rate and increasegeld on those purchased at a premium as a @fsalldecrease in the annual amortization
of the premium.

The following table sets forth the par value, anzed cost and estimated fair value of mortgage-eddecurities, summarized by interest
rates on the underlying collateral at March 31,999

Par Am ortized Estimated
value cost fair value
(Dollars in millions)
BeIOW 7 PEICENT vviviiciicieeciciieeeiee e $4,420.4 $4 ,407.5 $4,383.2
7 percent - 8 percent 1 ,636.1 1,661.3
8 percent - 9 percent 340.1 349.6
9 percent and above 597.5 577.8
Total mortgage-backed securities............. $6,997.9 $6 ,981.2 $6,971.9

The amortized cost and estimated fair value of gagébacked securities at March 31, 1999, summarizetyfsy of security, were as follow

Estima ted fair value
Percent
Amortized of fixed
Type cost Amount maturities

Pass-throughs and sequential and targeted amortizat $4,047.0 $4,073.2 18%
Planned amortization classes and accretion-directed 1,802.6 1,787.4 8
Subordinated classes ..........ccccceeeveeeieennn. 1,099.9 1,077.8 5
317 33.5

$6,981.2 $6,971.9 31%

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

Planned amortization classes and accretion-dirdmteds are some of the most stable and liquidunsnts in the mortgadeacked securitie
market. Planned amortization class bonds adhadix®d schedule of principal payments as long
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as the underlying mortgage collateral experiencepgyments within a certain range. Changes in prapat rates are first absorbed by
support classes. This insulates the planned aratidizclasses from the consequences of both fastpayments (average life shortening)
slower prepayments (average life extension).

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

At March 31, 1999, the mortgage loan balance wewsgrily comprised of commercial loans. Less thgreidcent of the mortgage loan balance
was noncurrent (loans which are two or more schegbdphyments past due) at March 31, 1999.

At March 31, 1999, we held $71.9 million of tradisecurities that are included in other investeétas©ther invested assets also included
$533.8 million of investments held in a trust foe thenefit of the purchasers of certain investrpesducts of our investment management
subsidiary. Such invested assets are largely dffséte liability account, "liabilities related tieposit products,” the value of which fluctuates
in relationship to changes in the values of thestments. Because we hold the residual interesteinash flows from the trust and actively
manage its investments, we are required to indlné@ccounts of the trust in our consolidated fom@rstatements.

Investment borrowings averaged approximately $98lion during the first three months of 1999, quaned with approximately $1,280.3
million during the same period of 1998 and werdatetalized by investment securities with fair \edwapproximately equal to the loan value.
The weighted average interest rates on such bangsaivere 5.1 percent and 5.4 percent during teetfiree months of 1999 and 1998,
respectively.

STATUTORY INFORMATION

Statutory accounting practices prescribed or péeohifior the Company's insurance subsidiaries bylatgry authorities differ from generally
accepted accounting principles. The Company'srigarance subsidiaries reported the following ant®tmregulatory agencies at March 31,
1999, after appropriate eliminations of intercompancounts among such subsidiaries (dollars irnang):

Statutory capital and surplus .......ccccooeeeeeee. L $1,833.9
Asset valuation reserve ("AVR")....cccovvveees 375.2
Interest maintenance reserve ("IMR")............... . L 578.6
Portion of surplus debenture carried as a liability ... 33.4
1o - $2,821.1

The ratio of such consolidated statutory accoularuzzs to consolidated statutory liabilities (exihg AVR, IMR, the portion of surplus
debentures carried as a liability, liabilities fre@parate account business and short-term coliatgtdorrowings) was 11.6 percent at March
31, 1999, and 11.8 percent at December 31, 1998.

Combined statutory net income of the Company'sitiéeirance subsidiaries was $79.6 million and $8&7IBon in the first three months of
1999 and 1998, respectively, after appropriateinhtions of intercompany amounts among such sudrsédi, but before elimination of
intercompany amounts between such subsidiariesandife subsidiaries and the parent company.

The statutory capital and surplus of the insuranudssidiaries include surplus debentures issudtktparent holding companies totaling
$1,400.7 million. Payments of interest and princgrasuch debentures are generally subject topgpeoaal of the insurance department of
subsidiary's state of domicile. During the firsteth months of 1999, our life insurance subsidiamnasle scheduled principal payments on
surplus debentures of $32.1 million.

State insurance laws generally restrict the abilftinsurance companies to pay dividends or makeratistributions. Net assets of the
Company's wholly owned life insurance subsidiariketermined in accordance with GAAP, aggregatedaqmately $8.4 billion at March
31, 1999. During the first three months of 1999, Ida insurance subsidiaries paid ordinary
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dividends of $36 million to the parent holding canges. During the remainder of 1999, the life iaswwe subsidiaries may pay additional
dividends of $166.5 million without the permissioistate regulatory authorities.

YEAR-2000 MATTERS

Many computer programs were originally designeitlémtify each year using two digits. If not corettthese computer programs could
cause system failures or miscalculations in the 28680, with possible adverse effects on our opmrat In 1996, we initiated a
comprehensive corporate-wide program designedsuorerthat our computer programs function properlghe year 2000. A number of our
employees (including several officers), as welkgiernal consultants and contract programmersyarking on various year-2000 projects.
Under the program, we are analyzing our applicasistiems, operating systems, hardware, networstrehic data interfaces and
infrastructure devices (such as facsimile machamestelephone systems). We also have been workithgrendors and other external
business relations to help avoid year-2000 problestaged to the software or services they providest

Our year-2000 projects are currently on scheduke.afé conducting our year-2000 projects in threeses: (i) an audit and assessment phase
designed to identify year-2000 issues; (ii) a miodifon phase, designed to correct year-2000 issunes(iii) a testing phase, designed to test
the modifications after they have been installe@. Wdve completed the audit and assessment phaal datical systems. The modification
phase of our program is substantially completeoforinsurance subsidiaries' projects. We expestibstantially complete our finance
subsidiaries' modification projects by the endhef second quarter of 1999. The testing phase gfrmgram is expected to be completed by
the end of the third quarter of 1999. We belie\a the have provided for sufficient time in ordelctimplete any additional modifications, if
necessary, before December 31, 1999.

For some of our year-2000 issues, we are workiragpioplete the previously planned conversions oéioystems to the more modern, year-
2000-ready systems already used in other arede @@dmpany. In other cases, we are purchasingmeve modern systems; these costs are
being capitalized as assets and amortized overdkpected useful lives. In the remaining casesasgemodifying existing systems; these
costs are being charged to operating expense.

We currently estimate that the total expense ofyear-2000 projects will be approximately $73 roitli This expense is not material to
Conseco's financial position and we are fundirtgribugh operating cash flows. Approximately 80 petmf this expense was incurred in
periods prior to March 31, 1999. This expense eel@rimarily to modifying existing software systems

The impact of year-2000 issues will depend not @mythe corrective actions we take, but also onthg in which year- 2000 issues are
addressed by governmental agencies, businessegtarahird parties: (i) that provide serviceslitigis or data to the Company; (ii) that
receive services or data from the Company; or\iipse financial condition or operating capabiligymportant to the Company. We are in
the process of identifying risks and updating aasests of potential year-2000 risks associated aithexternal business relationships, such
as third-party administrators, utilities and fineénstitutions. These procedures are necesdariljed to matters over which we are able to
reasonably exercise control. We have been inforoyanlir key financial institutions and utilities titaey will be year-2000 ready at year-end
1999.

We are also assessing what contingency plans @ifideded if any of our critical systems or thosextérnal business relationships are not
year-2000 ready at year-end 1999. We do not curremtiicipate such a situation, but our consideratibocomtingency plans will continue to
evolve as new information becomes available.

Our year-2000 projects are the highest prioritydor information technology and many other emplgsy€&&ther systems projects continue
while our year-2000 projects are being completesydver, in many cases, we have accelerated sygignades when the new systems
address year-2000 issues.

The failure to correct a material year-2000 prob&uld result in an interruption in, or failure afnumber of normal business activities or
operations. Such failures could materially and askg affect the Company's results of operatiagsjdity and financial condition. Due to t
general uncertainty inherent in the year-2000 poblincluding the uncertainty of the preparednéssipexternal business relationships, we
are not able to currently determine whether thesequences of year-2000 failures will have a mdtenpact on the Company's results of
operations, liquidity and financial condition. Hoveg, we believe our year-2000 readiness effortsmithimize the likelihood of a material
adverse impact.
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FORWARD-LOOKING STATEMENTS

All statements, trend analyses and other informatimntained in this report and elsewhere (such &Brigs by Conseco with the Securities
and Exchange Commission, press releases, presastaty Conseco or its management or oral statejnetdsive to markets for Conseco's
products and trends in Conseco's operations ondinbresults, as well as other statements inclydiaords such as "anticipate,” "believe,"
"plan," "estimate," "expect," "intend," "should¢duld," "goal," "target," and other similar expriess, constitute forward-looking statements
under the Private Securities Litigation Reform AEf1995. These forward-looking statements are stitigeknown and unknown risks,
uncertainties and other factors which may causshotsults to be materially different from thosmiemplated by the forward-looking
statements. Such factors include, among other shifiggeneral economic conditions and other fagtrcluding prevailing interest rate
levels, stock and credit market performance andéttheare inflation, which may affect (among othigings) Conseco's ability to sell its
products, its ability to make loans and accesstalgisources and the costs associated therewéimarket value of Conseco's investments,
the lapse rate and profitability of policies, ahd tevel of defaults and prepayments of loans ngd@onseco; (ii) Conseco's ability to achi
anticipated synergies and levels of operationatieficies;

(iii) customer response to new products, distrimutthannels and marketing initiatives; (iv) motsalmorbidity, usage of health care services
and other factors which may affect the profitabitif Conseco's insurance products; (v) changdsdrrederal income tax laws and regulat
which may affect the relative tax advantages ofesofmConseco's products; (vi) increasing competitiothe sale of insurance and annuities
and in the finance business;

(vii) regulatory changes or actions, including theslating to regulation of financial services affieg (among other things) bank sales and
underwriting of insurance products, regulationh# sale, underwriting and pricing of insurance pitsl, and health care regulation affecting
health insurance products; (viii) the ability ofid@co and its vendors and other external partiastieve Year 2000 readiness for significant
systems and operations on a timely basis; (ixptreglability and terms of future acquisitions; gmjithe risk factors or uncertainties listed
from time to time in Conseco's filings with the 88ties and Exchange Commission.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our market risks, and the way we manage them,uamergrized in management's discussion and analf/firsaacial condition and results of
operations as of December 31, 1998, included irChmpany's Form 10-K for the year ended Decembget 348. There have been no
material changes in the first quarter of 1999 tchstisks or our management of such risks.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Green Tree has been served with various relatesuigswvhich were filed in the United States Dist@ourt for the District of Minnesota.
These lawsuits were filed as purported class astionbehalf of persons or entities who purchasethoon stock or options of Green Tree
during the alleged class periods that generallyfrom February 1995 to January 1998. One suchradiith not include class action claims. In
addition to Green Tree, certain current and forafécers and directors of Green Tree are namecdeendants in one or more of the lawsuits.
Green Tree and other defendants have obtaineddan foom the United States District Court for thistblct of Minnesota consolidating the
lawsuits seeking class action status into two astione which pertains to a purported class of comstockholders and the other which
pertains to a purported class of stock option tmdelaintiffs in the lawsuits assert claims un8ections 10(b) and 20(a) of the Securities
Exchange Act of 1934. In each case, plaintiffsgdléhat Green Tree and the other defendants vibfatieral securities laws by, among other
things, making false and misleading statementstahelwcurrent state and future prospects of Greee {particularly with respect to
prepayment assumptions and performance of cedamportfolios of Green Tree) which allegedly renedeGreen Tree's financial statements
false and misleading. The Company believes thalativsuits are without merit and intends to defemchdawsuits vigorously. The ultimate
outcome of these lawsuits cannot be predicted egthainty. Green Tree has filed motions, whichmerding, to dismiss these lawsuits.

In addition, the Company and its subsidiaries avelved on an ongoing basis in lawsuits relateiistoperations. Although the ultimate
outcome of certain of such matters cannot be predlisuch lawsuits currently pending against then@any or its subsidiaries are not
expected, individually or in the aggregate, to hawveaterial adverse effect on the Company's cateeld financial condition, cash flows or
results of operations.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.
a) Exhibits.
10.8.12 Guaranty regarding Director, Officer and/lenployee Stock Purchase Plan

12.1 Computation of Ratio of Earnings to Fixed @ear; Preferred Dividends and Distributions on Camgpabligated Mandatorily
Redeemable Preferred Securities of Subsidiary rust

27.0 Financial Data Schedule
b) Reports on Form 8-K - None.
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SIGNATURE

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

CONSECO, INC.

Dated: My 14, 1999 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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GUARANTY
Dated as of August 21, 1998,
between

CONSECO, INC.,
as Guarantor,

and

BANK OF AMERICA NATIONAL TRUST
AND SAVINGS ASSOCIATION,
as Administrative Agent



EXHIBITS

EXHIBIT A-1 Form of Opinion of John J. Sab I, counsel to
Guarantor

EXHIBIT A-2 Form of Opinion of Baker & Dan iels, outside counsel
to Guarantor

EXHIBIT B Form of Officer's Certificate

EXHIBIT C Form of Conseco Corporate Stru cture



GUARANTY

THIS GUARANTY (this "Guaranty") is entered into asAugust 21, 1998 by CONSECO, INC., an Indiangooation ("Guarantor"), in
favor of BANK OF AMERICA NATIONAL TRUST AND SAVINGSASSOCIATION, as administrative agent (the "Admirasive Agent")
for the financial institutions (the "Banks" and &tlger with Administrative Agent, collectively, th&uarantied Parties") who are or from time
to time may become party to the Credit Agreemesih@einafter defined). Unless otherwise defineéihecapitalized terms used herein <
have the meanings assigned to such terms pursuanti¢le | hereof.

WITNESSETH:

WHEREAS, Guarantor has executed and deliveredet@\tiministrative Agent that certain Amended andt&®esl Guaranty, dated as of
August 26, 1997 (as amended or modified throughittie hereof, the "Existing Guaranty"), whereby @ntor has absolutely,
unconditionally and irrevocably agreed to pay ith &ll Obligations (as defined in the Existing Gaaty) of the borrowers party to that certain
Amended and Restated Credit Agreement, dated Asgfst 26, 1997 (as amended or modified througtilttte hereof, the "Existing Credit
Agreement"), among such borrowers, the banks phaeteto and the Administrative Agent;

WHEREAS, Guarantor has established a stock purgbraggam for certain of its officers and directaysncrease Guarantor's ability to atti
and retain able executive and senior officers arattbrs and, accordingly, promote the interesboarantor and its stockholders, while at the
same time providing these individuals with addigibmcentive to work toward Guarantor's future |83

WHEREAS, Guarantor has determined it to be in #& terest of Guarantor and its stockholderspard the stock purchase program to
permit the purchase of up to an additional 4,000 glfares of common stock of Guarantor;

WHEREAS, concurrently with Guarantor's executiod delivery of this Guaranty, certain of the borrosvparty to the



Existing Credit Agreement together with certainestmdividuals (herein, collectively called, thediBowers" and each individually, a
"Borrower") will enter into that certain Credit Aegment, dated as of August 21, 1998 (as from tintiente, in whole or in part, the same may
be amended, modified, supplemented, restated arefed, refunded or renewed, the "Credit Agreemgatipng the Borrowers, the Banks
and the Administrative Agent, whereby the Bankspagother things, have agreed to make term loati®et8orrowers in an aggregate
principal amount of $180,000,000 on the terms arfgext to the conditions contained in the Creditéegnent;

WHEREAS, as a condition precedent to the Banksgkegrand delivering the Credit Agreement and mglhre initial Loans thereunder,
Guarantor is required to execute and deliver thiar@nty;

WHEREAS, Guarantor has been duly authorized to@redeliver and perform this Guaranty; and

WHEREAS, it is in the best interest of Guarantoexecute this Guaranty inasmuch as Guarantor fthwrderive substantial direct and
indirect benefits from the Loans made from timéinte to the Borrowers by the Banks pursuant toQhedit Agreement;

NOW THEREFORE, for good and valuable consideratimnreceipt and sufficiency of which is hereby amkledged, and in order to indu
the Banks to make Loans (including the initial Lejto the Borrowers pursuant to the Credit Agreenf@oarantor agrees, for the benefit of
each Guarantied Party, as follows:

ARTICLE |
DEFINITIONS

SECTION I.1. Certain Terms. Capitalized terms usexkin, unless otherwise defined herein, shall tlageespective meanings assigned
thereto in the Credit Agreement; provided that sdefinitions shall survive any termination of thee@it Agreement. In addition, when used
herein the following terms shall have the followimganings (such definitions to be equally appliedablthe singular and plural forms
thereof):
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"Administrative Agent" - see Preamble.
"Banks" or "Bank" - see Preamble.
"Borrowers" or "Borrower" - see fourth recital.
"Borrower Default" - see Section 6.1.

"Cash Collateral Account” shall mean the custodyoaat, account number 81881-10610, maintainedém#me of, and subject to the sole
dominion and control of, the Administrative Ageat the sole benefit of the Banks, for the purpdseotding prepayments of the Obligations
of the Borrowers by Guarantor pursuant to Sectidn 6

"Credit Agreement" - see fourth recital.
"Existing Credit Agreement" - see first recital.
"Existing Guaranty" - see first recital.
"Guarantied Party" - see Preamble.
"Guaranty" - see Preamble.

“Indemnified Liabilities" - see Section 6.2.
"Indemnified Parties" - see Section 7.2.
"Obligations" - see Section 2.1.

"Permitted Liens" - see Section 4.4.
"Subrogation Rights" - see Section 2.6.

"UCC" shall mean the Uniform Commercial Code or panable statute or any successor statutes thaetn,effect from time to time in the
relevant jurisdiction.
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ARTICLE Il
GUARANTY PROVISIONS
SECTION Il.1. Guaranty. Guarantor hereby absolytehconditionally and irrevocably:

(a) guaranties to the Guarantied Parties the fdlunctual payment when due, whether at statedrityatby required prepayment,
declaration, acceleration, demand or otherwise aamadl times thereafter, of all obligations of kd&orrower to the Guarantied Parties,
howsoever created, arising or evidenced, whetlecdor indirect, absolute or contingent, or novhereafter existing, or due or to become
due under the Credit Agreement, whether for priaciinterest, fees, expenses or otherwise (inctpdihsuch amounts which would become
due but for the operation of the automatic stayisions under Section 362(a) of the United StataskBuptcy Code, 11 U.S.C. ss.362(a), and
the operation of Sections 502(b) and 506(b) of.thited States Bankruptcy Code, 11 U.S.C. ss.502{H)ss.506(b)) (all such obligations
hereinafter collectively called the "Obligationsand

(b) indemnifies and holds harmless each Guaramtéty or any holder of any Loan for any and allts@nd expenses (including, without
limitation, reasonable attorneys' fees and expénsesrred by such Guarantied Party or such holaethe case may be, in enforcing any
rights under this Guaranty;

This Guaranty constitutes a guaranty of paymentwhee and not of collection, and Guarantor speaifiagrees that it shall not be neces
or required that any Guarantied Party or any hoddi@ny Loan exercise any right, assert any claimemand or enforce any remedy
whatsoever against any Borrower or any other obljgnany other Person) before the performancerdds a condition to, the obligations of
Guarantor hereunder.

SECTION II.2. Acceleration of Guaranty. Guarantgreses that, in the event of the insolvency of anyr®wer, any other obligor with respect
to the Obligations of such Borrower, or Guaranésrthe case may be, or the inability or failurewth Borrower, such other obligor or
Guarantor to pay debts as
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they become due, or an assignment by such Borreueh, other obligor or Guarantor for the benefiti@ditors, or the commencement of
case or proceeding in respect of such Borrowel stiter obligor or Guarantor under any bankrupittsolvency or similar federal or state
laws, and if such event shall occur at a time wdmanof the Obligations of such Borrower or sucheotbbligor may not then be due and
payable, Guarantor will pay to the Banks forthwh if such event relates to such Borrower or atwgioobligor with respect to the
Obligations of such Borrower, the full amount whigbuld be payable hereunder by Guarantor if alligzitions of such Borrower were then
due and payable and (b) if such event relates #r&or or any other obligor with respect to thégalions of Guarantor, the full amount
which would be payable hereunder by Guarantol thal Obligations of all Borrowers were then due payable.

SECTION II.3. Guaranty Absolute, etc. This Guarastigll in all respects be a continuing, absolutepuditional and irrevocable guaranty of
payment, and shall remain in full force and effetil all Obligations of the Borrowers and eachestbbligor have been paid in full, all
obligations of Guarantor hereunder shall have fpeéd in full and all Commitments shall have terni@th Guarantor guarantees that the
Obligations of the Borrowers and each other oblmud their respective Subsidiaries, if any, willdzgd strictly in accordance with the terms
of the Credit Agreement and each other Loan Docummeder which they arise, regardless of any lagulaion or order now or hereafter in
effect in any jurisdiction affecting any of suchres or the rights of any Guarantied Party or angérof the Note(s) of any Borrower with
respect thereto. The liability of Guarantor undes tGGuaranty shall be absolute, unconditional arevocable irrespective of:

(a) any lack of validity, legality or enforceabjliof the Credit Agreement, any Note or any othear.®ocument;
(b) the failure of any Guarantied Party or any koldf any Note:

(i) to assert any claim or demand or to enforcerégtyt or remedy against any Borrower, any othdigob or any other Person under the
provisions of the Credit Agreement, any Note, atheolLoan Document or otherwise; or
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(i) to exercise any right or remedy against arheotguarantor of, or collateral securing, any Gdtligns of any Borrower or any other obligor;

(c) any change in the time, manner or place of mmtrof, or in any other term of, all or any of bligations of any Borrower or any other
obligor, or any other extension, compromise or vealef any Obligations of any Borrower or any otlbtigor;

(d) any reduction, limitation, impairment or terration of the Obligations of any Borrower or anyeatbbligor for any reason, including any
claim of waiver, release, surrender, alterationampromise, and shall not be subject to (and Guar&ereby waives any right to or claim

any defense or setoff, counterclaim, recoupmetéronination whatsoever by reason of the invaliditggality, nongenuineness, irregularity,
compromise, unenforceability of, or any other evambccurrence affecting, the Obligations of anyrBwer, any other obligor or otherwise;

(e) any amendment to, rescission, waiver, or athadification of, or any consent to any departuoerfy any of the terms of the Credit
Agreement, any Note or any other Loan Document;

(f) any addition, exchange, release, surrendepor perfection of any collateral, or any amendnterdr waiver or release or addition of, or
consent to any departure from, any other guarduetyl by any Guarantied Party or any holder of anjeNsecuring any of the Obligations of
any Borrower or any other obligor; or

(9) any other circumstance which might otherwisaestitute a defense available to, or a legal ortagle discharge of, any Borrower, any
other obligor, any surety or any guarantor.
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SECTION Il.4. Reinstatement, etc. Guarantor agtieaisthis Guaranty shall continue to be effectivé@reinstated, as the case may be, if at
any time any payment (in whole or in part) of afiyh@ Obligations is rescinded or must otherwisedstored by any Guarantied Party or any
holder of any Note, upon the insolvency, bankrugtcyeorganization of any Borrower, any other ofdligr otherwise, all as though such
payment had not been made.

SECTION I1.5. Waiver, etc. Guarantor hereby waigesmptness, diligence, notice of acceptance and#rer notice with respect to any of
the Obligations of the Borrower or any other obtigand this Guaranty and any requirement that ttheiAistrative Agent, any other
Guarantied Party or any holder of any Note protsature, perfect or insure any security interegfiem, or any property subject thereto, or
exhaust any right or take any action against anydseer, any other obligor or any other Person (idelg any other guarantor) or entity or
any collateral securing the Obligations of any Barer or any other obligor, as the case may be.

SECTION I1.6. Waiver of Subrogation; Subordinati@uarantor hereby irrevocably waives with respectry Borrower, until termination of
the Commitments of the Banks with respect to suctrdver and thereafter until the prior indefeasiidgment in full in cash of all
Obligations of such Borrower under the Loan Docurseany claim or other rights which it may now erdafter acquire against such
Borrower or any other obligor that arises from éixéstence, payment, performance or enforcemenuef&htor's obligations under this
Guaranty or any other Loan Document or otherwisgluding any right of subrogation, reimbursemergneration, or indemnification, any
right to participate in any claim or remedy of tBearantied Parties against such Borrower or angraghligor or any collateral which the
Administrative Agent now has or hereafter acquivdsgther or not such claim, remedy or right (aitsglaims, remedies and rights being
collectively called "Subrogation Rights") ariseseiquity, or under contract, statute or common laaluding the right to take or receive from
such Borrower or any other obligor, directly orinedtly, in cash or other property or by set-offimany manner, payment or security on
account of such claim or other rights. If any antahall be paid to Guarantor in violation of theqgeding sentence and the Obligations shall
not have been paid in cash, in full, and the
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Commitments of the Banks with respect to such Beerchave not been terminated, such amount shalebmed to have been paid to
Guarantor for the benefit of, and held in trust tbe Guarantied Parties, and shall forthwith kid pathe Guarantied Parties to be creditec
applied upon the Obligations of such Borrower, Wketmatured or unmatured. Guarantor acknowledgssttiill receive direct and indirect
benefits from the financing arrangements contereglal the Credit Agreement and that the waivefath in this

Section is knowingly made in contemplation of sbeefits. Notwithstanding the foregoing, the Subatamn Rights of Guarantor shall not
include (and Guarantor acknowledges that it hasteoest in) any of the collateral pledged by ahthe Borrowers under the Pledge
Agreement.

SECTION II.7. Successors, Transferees and Assiasisfers of Notes, etc. This Guaranty shall:
(a) be binding upon Guarantor, and its succesgarssferees and assigns; and
(b) inure to the benefit of and be enforceableHgyAdministrative Agent and each other GuarantigdyP

Without limiting the generality of clause (b), aBgnk may assign or otherwise transfer (in wholangrart) any Note or Loan held by it to ¢
other Person, and such other Person shall therehgmmme vested with all rights and benefits in eesphereof granted to such Bank under
any Loan Document (including this Guaranty) or otfise. Notwithstanding anything contained in theson 2.7 to the contrary, this Secl
2.7 shall not be deemed to enlarge or create additrights with respect to any Bank's ability ssign any portion of its Loans or rights un
any Note or any other Loan Document pursuant to

Section 12 of the Credit Agreement, and this Sacid is expressly made subject thereto.

SECTION I11.8. Payments Free and Clear of Taxes,@barantor hereby agrees that:

(a) any and all payments made by Guarantor herewhaddl be made in accordance with Section 4. hefGredit Agreement free and clear
and without deduction for, any and all Chargesh&éosame extent as if Guarantor were a Borrower.

-8



(b) Guarantor hereby indemnifies and holds harmdes$) Guarantied Party and each holder of a Laatiéofull amount of any Charges paid
by such Guarantied Party or such holder, as the may be, and any liability (including penaltiggerest and expenses) arising therefrom or
with respect thereto, whether or not such Chargae worrectly or legally asserted.

(c) Without prejudice to the survival of any otlagreement of Guarantor hereunder, the agreemehistdigations of Guarantor contained in
this Section 2.8 shall survive the payment in &ilthe principal of and interest on the Loans.

SECTION I11.9. Right of Offset. In addition to andtrin limitation of all rights of offset that anyu@rantied Party or other holder of a Note
may have under applicable law or any other Loanubunt, subject to the terms of the Credit Agreemeath Guarantied Party or other
holder of a Note shall upon the occurrence of amgnE of Default and whether or not such Guararfiarty or such holder has made any
demand or Guarantor's obligations are matured, thee/eight to appropriate and apply to the payneéiGuarantor's obligations hereunder all
deposits (general or special, time or demand, piowal or final) then or thereafter held by, ankestindebtedness or property then or
thereafter owing to, such Guarantied Party or ofteéder, whether or not related to this Guarantgror transaction hereunder.

ARTICLE Il
REPRESENTATIONS AND WARRANTIES; INCORPORATION BY RE FERENCE

To induce the Guarantied Parties to enter intdreglit Agreement and to make the Loans thereu@lgrantor represents and warrants to
each Guarantied Party that:

SECTION llI.1. Organization, etc. Guarantor andreatits Subsidiaries is a corporation, partnershipmited liability company duly
organized, validly existing and in good standinglemthe laws of the state of its incorporationamnfation and each of Guarantor and its
Subsidiaries is duly qualified to transact busiress in good standing as a foreign
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corporation, partnership or limited liability commpaauthorized to do business in each jurisdictibrere the nature of its business makes such
qualification necessary and failure to so qualifyld reasonably be expected to have a Material rsdvEffect.

SECTION llI.2. Authorization. Guarantor (a) has ffmver to execute, deliver and perform this Guagrantl the other Loan Documents to
which it is a party, and (b) has taken all necasaation to authorize the execution, delivery ardgrmance by it of this Guaranty and the
other Loan Documents to which it is a party.

SECTION I111.3. No Conflict. The execution, deliveand performance by Guarantor of this Guarantythadther Loan Documents to which
it is a party does not and will not (a) contraveneonflict with any provision of any law, statutele or regulation, (b) contravene or conflict
with, result in any breach of, or constitute a défander, any material agreement or instrumendibg on Guarantor or any of its Subsidia
(including, without limitation, any writ, judgmeripjunction or other similar court order), (c) résn the creation or imposition of or the
obligation to create or impose any Lien (exceptHermitted Liens) upon any of the property or asséGuarantor or any of its Subsidiaries
or (d) contravene or conflict with any provisiontbé articles of incorporation or by-laws of Guatan

SECTION lll.4. Margin Regulations.

(a) None of the transactions contemplated hereunrdi@rconnection herewith will in any way violatgntravene or conflict with any of the
provisions of Regulation G or Regulation U;

(b) None of the obligations of any Borrower to Gargor is or will be directly or indirectly securbg "margin stock” (as defined in
Regulation G and Regulation U);

(c) Neither Guarantor nor any third party actingoaalf of Guarantor has taken or will take possessf any Borrower's "margin stock” to
secure, directly or indirectly, any of the Obligats of such Borrower or the obligations of Guaranttder this Guaranty or any of the Loan
Documents;
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(d) Guarantor does not and will not have any rightrohibit any Borrower from selling, pledging,cembering or otherwise disposing of any
margin stock owned by such Borrower so long as@hiaranty is in effect or any of the Obligationssath Borrower or the obligations of
Guarantor under this Guaranty or any of the Loaaubwents remain outstanding;

(e) None of the Borrowers have granted or will gi@narantor or any third party acting on behalGafarantor the right to accelerate
repayment of any of the Obligations of such Borroirany of the margin stock owned by such Borrovgesold by such Borrower or
otherwise; and

(f) There is no agreement or other arrangementdmatvany Borrower and Guarantor or any third pasting on behalf of Guarantor (and no
such agreement or arrangement shall be enteredarltng as this Guaranty is in effect or any ef @bligations of such Borrower or the
obligations of Guarantor under this Guaranty or efithe Loan Documents remain outstanding) undechvtine margin stock of such
Borrower would be made more readily available @sisty to Guarantor than to other creditors of sBcirower.

SECTION llI.5. Conseco Corporate Structure. Thepooate structure of Guarantor and its Subsidiargesf the date hereof and on a pro
forma basis after consummation of all pending asitiahs for which definitive agreements have beegcated is as set forth on Exhibit C.

SECTION I111.6. No Default or Event of Default. Ncefault or Event of Default has occurred and is icmihig with respect to Guarantor and
no default or event of default has occurred armbiginuing under the Existing Guaranty or the Rewg Credit Agreement.

SECTION I11.7. Incorporation by Reference. Guararstgrees that the representations and warranti@siafantor set forth in Section 7 of the
Revolving Credit Agreement (other than Sections 7.2, 7.3, 7.16, 7.24 and 7.26) shall be incorgaréy reference in this Guaranty in their
entirety as if fully set forth herein with the saeféect as if applied to this Guaranty. All capited terms set forth in such Sections shall have
the meanings provided in the Revolving Credit Agneat; provided that for purposes of this Guarattyhe extent set forth in the Revolving
Credit Agreement (a) the term
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"Borrower" shall be deemed to refer to Guarantat @r) the terms "Administrative Agent", "AgreemeriBanks", "Liabilities", "Required
Banks", "Loan Documents"”, "Collateral", "Materiati¥erse Effect”, and "Material Adverse Change" shalle the respective meanings
provided in the Credit Agreement. Such represasmiatand warranties shall not be affected in anynaahy the termination of the Revolving
Credit Agreement.

Notwithstanding the foregoing, if Section 7 (otlieain Sections 7.1, 7.2, 7.3, 7.16, 7.24 and 7.28)eoRevolving Credit Agreement (or a
successor section thereto) or any definitionsah for used therein are amended or modified imm@znce with the terms of the Revolving
Credit Agreement either as the result of an amemdwremodification to such section in the Revolvibgedit Agreement or Guarantor's
execution and delivery of a new credit facilityraplacement, restatement or substitution for theoRéng Credit Agreement, this Section 3.7
shall be deemed to be amended and modified toxtle@teset forth in the Revolving Credit Agreemeag @mended or modified) or any new
credit facility entered into in replacement, restaént or substitution for the Revolving Credit Agmeent; provided that (a) Bank of America
National Trust and Savings Association is the lagent with respect to such new or replacementtcfadlity and Banks constituting tt
required number of Banks under the Credit Agreert@many replacement thereof) to consent to ani shanges are lenders under such new
or replacement credit facility or (b)(i) no Defaalt Event of Default exists under the Credit Agreein (ii) the Required Banks have
determined, in their reasonable discretion, thgt@oposed amendment or modification to this Sec8d will not in any way violate,
contravene or conflict with Regulation U or RegidatG, (iii) if requested by the Administrative Agtethe Banks shall have received an
opinion of counsel reasonably satisfactory to tlenistrative Agent and its counsel to the effbettany such proposed amendment or
modification to this Section 3.7 will not in wayolate, contravene or conflict with Regulation URegulation G and addressing such other
legal matters as reasonably requested by the Adimative Agent and (iv) upon the request of the Adstrative Agent, the Banks shall have
received a certificate of the chief financial officor a vice president with responsibility for arokvledge of financial matters of the Guarantor
setting forth a calculation of the Collateral Ratio
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ARTICLE IV
COVENANTS

SECTION IV.1. Guarantor agrees that, on and afterdate hereof until the termination or expiratddthe Commitments and for so long
thereafter as any of the Obligations or the obidyest of Guarantor hereunder remain unpaid or outitg (except Obligations which by the
terms hereof survive the payment in full of the heand termination of this Guaranty), Guarantol eamply with the covenants set forth
Sections 8, 9 (other than Section 9.2) and 10®Révolving Credit Agreement and the terms andipians set forth therein shall be
incorporated by reference in this Guaranty in teetirety as if fully set forth herein with the samffect as if applied to this Guaranty. All
capitalized terms set forth in Sections 8, 9 (othan Section 9.2) and 10 of the Revolving Credjteé®ement shall have the meanings prov
in the Revolving Credit Agreement; provided thatfarposes of this Guaranty, to the extent sehforthe Revolving Credit Agreement (a)
the term "Borrower" shall be deemed to refer to i@ntor and (b) the terms "Administrative Agent” gi&ement", "Banks", "Liabilities",
"Required Banks", "Loan Documents", "CollateralVjdterial Adverse Effect”, and "Material Adverse @ga" shall have the respective
meanings provided in the Credit Agreement. Suclenants shall not be affected in any manner byatmination of the Revolving Credit
Agreement.
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Notwithstanding the foregoing, if Sections 8, Sh@tthan Section 9.2), or 10 of the Revolving Qrédireement (or any successor sec
thereto) or any definitions set forth or used tiveee amended or modified in accordance with ¢ of the Revolving Credit Agreement
either as the result of an amendment or modifioaiiosuch section in the Revolving Credit AgreenwrBuarantor's execution and delivery
of a new credit facility in replacement, restatetmmsubstitution for the Revolving Credit Agreereahis Section 4.1 shall be deemed to be
amended and modified to the extent set forth inrRbeolving Credit Agreement (as amended or modjfacany new credit facility entered
into in replacement, restatement or substitutiortie Revolving Credit Agreement; provided thatBank of America National Trust and
Savings Association is the lead agent with resfmestich new or replacement credit facility and Baoénstituting the number of Banks un
the Credit Agreement (or any replacement theresmfjiired to consent to any such changes are lenddes such new or replacement credit
facility or (b)(i) no Default or Event of Defaulkists under the Credit Agreement, (ii) the RequiBashks have determined, in their sole and
absolute discretion, that any proposed amendmembdification to this Section 4.1 will not in anyawviolate, contravene or conflict with
Regulation U or Regulation G, (c) if requested iy Administrative Agent, the Banks shall have neegian opinion of counsel satisfactory
the Administrative Agent and its counsel to theefthat any such proposed amendment or modifitatidhis Section 4.1 will not in any
way violate, contravene or conflict with Regulatidror Regulation G and addressing such other legdlers as reasonably requested by the
Administrative Agent and

(d) upon the request of the Administrative Agehng Banks shall have received a certificate of thiefdinancial officer or a vice president
with responsibility for or knowledge of financialatters of the Guarantor setting forth a calculatibthe Collateral Ratio.

SECTION IV.2. Certain Indebtedness. Guarantor ghatl| and shall not permit any of its Subsidiateamend or modify any provision of t
Revolving Credit Agreement or the other Revolvimgdit Loan Documents if such amendment or modificetould reasonably be expected
to have a material adverse effect on the Banksrdbt@r or any material provision of the Loan Docuitse

SECTION IV.3. Margin Regulations. Guarantor shake
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such actions and execute and deliver such instrtsmoerdocuments from time to time as the AdmintsteaAgent shall reasonably request to
maintain continuous compliance with Regulation @ Regulation U.

SECTION IV.4. Negative Pledge. Guarantor shall aot] shall not permit any of its Subsidiaries teate, assume or suffer to exist any Lien
on any asset now owned or hereafter acquired lexagpt for the following (collectively called "Peitted Liens"):

(a) Liens in connection with Permitted Transacti@asdefined in the Revolving Credit Agreement);

(b) Liens for current Taxes (as defined in the Réng Credit Agreement) not delinquent or for Taxesng contested in good faith and by
appropriate proceedings and with respect to whildgaate reserves are being maintained in accoraetit&SAAP;

(c) Liens shown on Schedule 9.2 of the RevolvingdiirAgreement on the Closing Date (as definethénRevolving Credit Agreement) or
any similar schedule in the proposed $2,500,000;80@6lving credit agreement of the Guarantor; pledi that Bank of America National
Trust and Savings Association is the lead ageobimection therewith;

(d) Liens incurred in the ordinary course of busgim connection with worker's compensation, unegrknt insurance or other forms of
governmental insurance or benefits or to securmpeance of tenders, statutory obligations, leasescontracts (other than for borrowed
money) entered into in the ordinary course of bessnor to secure obligations on surety or appead$jo

(e) Liens of mechanics, carriers, and materialmmghather like Liens arising in the ordinary coun$dusiness in respect of obligations which
are not delinquent or which are being contestegbird faith and by appropriate proceedings and keitpect to which adequate reserves are
being maintained in accordance with GAAP;
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(f) Liens arising in the ordinary course of busgé&x sums being contested in good faith and by@pjfate proceedings and with respect to
which adequate reserves are being maintained ordaace with GAAP, or for sums not due, and ineggittase not involving any deposits or
advances for borrowed money or the deferred puechese of property or services;

(9) Liens on real estate to the extent real estatestments (as defined in the Revolving Creditefgnent) are permitted by Section 9.10(e)
(iii) of the Revolving Credit Agreement;

(h) Liens in favor of the trustee on sums requitetle deposited with the trustee under the Indest(as defined in the Revolving Credit
Agreement);

(i) If Section 9.1(11) of the Revolving Credit Ageeent is then in effect, Liens on indebtedness by Section 9.1(11)(o) of the
Revolving Credit Agreement;

(j) If Section 9.1(1l) of the Revolving Credit Ageeent is then in effect, Liens on assets of Guarantany of its Subsidiaries and which are
not otherwise permitted to be incurred pursuatihéoforegoing clauses (a) - (i) securing indebtedmpermitted by Section 9.1(Il)(p) of the
Revolving Credit Agreement; provided, however, tihat aggregate fair market value of the property ather assets subject to any such
Liens, calculated at the time such Liens are ireirshall not exceed three and six-tenths per8e®¥4) of the Total Shareholders' Equity (as
defined in the Revolving Credit Agreement) of Gurioa; and

(k) If Section 9.1(1) of the Revolving Credit Agment is then in effect, Liens on assets of Guarasttany of its Subsidiaries and which are
not otherwise permitted to be incurred pursuartiéoforegoing clauses (a) - (h) securing indebtesimet prohibited by

Section 9.1(1) of the Revolving Credit Agreemenm\yded, however, that the aggregate fair markhtevaf the property and other assets
subject
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to any such Liens, calculated at the time suchd.ae incurred, shall not exceed twelve percerj1df Total Shareholders' Equity of
Guarantor.

Notwithstanding the foregoing, if Section 9.2 of tRevolving Credit Agreement (or any successolaethereto) or any definitions set fol

or used therein are amended or modified in accaslaith the terms of the Revolving Credit Agreemgititer as the result of an amendment
or modification to such section in the Revolvingdit Agreement or Guarantor's execution and delieéa new credit facility in
replacement, restatement or substitution for theoRéng Credit Agreement, this Section 4.4 shalldeemed to be amended and modified to
the extent set forth in the Revolving Credit Agresiin(as amended or modified) or any new creditifg@ntered into in replacement,
restatement or substitution for the Revolving Crédjreement; provided that (a) Bank of America Naél Trust and Savings Association is
the lead agent with respect to such new or replaoegredit facility and Banks constituting the reqd number of Banks under the Credit
Agreement (or any replacement thereof) to conseany such changes are lenders under such newplaceenent credit facility or (b)(i) no
Default or Event of Default exists under the Crédjteement, (ii) the Required Banks have determiiretheir reasonable discretion, that .
proposed amendment or modification to this Sectidrwill not in any way violate, contravene or dartfwith Regulation U or Regulation G,
(iii) if requested by the Administrative Agent, tBanks shall have received an opinion of counsedorably satisfactory to the Administra
Agent and its counsel to the effect that any suopg@sed amendment or modification to this Sectidnwill not in any way violate,
contravene or conflict with Regulation U or RegidatG and addressing such other legal mattersas®nably requested by the
Administrative Agent, (iv) upon the request of th@ministrative Agent, the Banks shall have receigezkrtificate of the chief financial
officer or a vice president with responsibility fmr knowledge of financial matters of the Guarasiting forth a calculation of the Collateral
Ratio and (e) without limiting anything containedthis Section 4.4, if Guarantor shall grant a Liéth respect to any of its assets to any t
party not otherwise permitted by clauses (a)-(Owe the Banks shall be equally and ratably secwitdrespect to such assets.

SECTION IV.5. Limitation on Additional Purpose Cit#8ale of Assets. Notwithstanding any other primrisof this Guaranty,
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the Credit Agreement or the Revolving Credit Agreento the contrary, Guarantor will not, and wilitppermit any of its Wholly-Owned
Subsidiaries and/or Significant Subsidiaries tarfayr or assume any Indebtedness which constitptepose credit" secured "directly or
indirectly" as defined in Regulation U by Margirogk or (b) sell, transfer or otherwise disposerof af its assets (other than as permitted in
clauses (a)-(d) of Section 9.4 of the RevolvingditrAgreement) or any similar provisions set fartithe proposed $2,500,000,000 revolving
credit agreement of the Guarantor; provided thatkB# America National Trust and Savings Associai®dthe lead agent in connection
therewith, unless in the case of both clausesr@)la) the Administrative Agent shall have beeregiat least 10 days' prior written notice
thereof and either:

(x) in the case of a disposition of assets, eifhef permitted by the Revolving Credit Agreemeaty amount equal to the Net Proceeds (as
defined in the Revolving Credit Agreement) receibgdsuarantor, such Wholly-Owned Subsidiary andlarh Significant Subsidiary, as the
case may be, in connection with any such disposiifcassets shall be promptly applied to repay rata, the principal amount of the Loans
made to the Borrowers (together with any interestwed thereon); provided that to the extent theMMeceeds of any such disposition exc
the amount of the Loans, or the Loans shall haea Ipaid in full, such Net Proceeds shall be applie@pay any remaining Liabilities or (ii)
the Borrowers shall prepay their respective Ligib#i hereunder in an amount equal to the produ@)ofhe Net Proceeds received by
Guarantor, such Wholly-Owned Subsidiary and/or ssigimificant Subsidiary, as the case may be, imeotion with such disposition of
assets, multiplied by a fraction, the numeratowbich is the Liabilities of such Borrower and thendminator of which is the aggregate of all
Liabilities of all the Borrowers; or

(y) (i) no Default or Event of Default exists undbe Credit Agreement or this Guaranty or shalliiteberefrom;
(i) the Required Banks have determined, in thele &nd absolute discretion, that such proposed
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incurrence of Indebtedness or proposed dispositi@ssets, as the case may be, will not in anyviagte, contravene or conflict with
Regulation U or Regulation G (and the Administrathgent shall have received such information fram®uarantor as may be requested by
the Administrative Agent to make such determinatinoluding a calculation of the "good faith loaalwe" of the assets comprising the
Indirect Collateral remaining after giving effeotguch incurrence of Indebtedness and/or dispasiti@ssets);

(iii) if requested by the Administrative Agent, tBanks shall have received (A) a certificate of ¢theef financial officer or a vice president
with responsibility for or knowledge of financialatters of the Guarantor setting forth a calculatibthe Collateral Ratio (which calculation
shall reflect any adjustment in the "good faithnaalue” of the Indirect Collateral as determingdhe Required Lenders pursuant to clause
(i) above) and/or (B) an opinion of counsel saisbry to the Administrative Agent and its courtsethe effect that such proposed incurrence
of Indebtedness or disposition of assets, as tbe ey be, will not in way violate, contravene onftict with Regulation U or Regulation G
and addressing such other legal matters as redgaegpested by the Administrative Agent; and

(iv) after giving effect to the incurrence of sudidebtedness and/or the disposition of such agbet€ollateral Ratio shall be at least 2 to 1.

SECTION IV.6. Compliance with Credit Agreement; Agion of Collateral Ratio Information. Guarantamkaowledges that it is the attorney-
in-fact of each of the Borrowers and further ackleages that it has certain obligations and respditis to the Banks under the Credit
Agreement (including, without limitation, under Sea 8.1.4 of the Credit Agreement). Guarantor hgragrees to comply with and satisfy
such obligations and responsibilities under thed€egreement. Furthermore, Guarantor shall providthe Administrative Agent and the
Banks such information as may be reasonably regddsim time to time by the Administrative Agenttbe Required Banks to permit the
Administrative Agent or the Required Banks,
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as the case may be, to determine the "maximum fgthdloan value" (as defined in Regulation U) loé tindirect Collateral and do such other
acts and execute such other documentation to eentmcomply with Regulation U and Regulation G.

ARTICLE V

CONDITIONS AND EFFECTIVENESS OF
THIS AGREEMENT

The obligation of the Banks to make the Loansrisafidition to the conditions precedent set fortBégttion 9 of the Credit Agreement)
subject to the performance by Guarantor of alhefabligations under this Guaranty and to the feati®n of the following conditions
precedent:

SECTION V.1. Initial Loans. Prior to or concurramith the making of the initial Loans under the Gtédyreement, the Administrative Agent
shall have received all of the following, each,epicto the extent otherwise specified below, dulyoated by a Responsible Officer of
Guarantor, dated the date of the initial Loanss(arh earlier date as shall be satisfactory to tthmiAistrative Agent), in form and substance
satisfactory to the Administrative Agent, eachuiffisient number of signed counterparts or copgeprovide one for each Bank and the
Administrative Agent:

V.1.1. A favorable opinion of John J. Sabl, courtfebuarantor and its Subsidiaries, substantiallthe form of Exhibit A-1, and addressing
such other legal matters as the Administrative Agesy require;

V.1.2. A favorable opinion of Baker & Daniels, odis counsel to Guarantor and its Subsidiaries,tankially in the form of Exhibit A-2, and
addressing such other legal matters as the Admatiig Agent may require;

V.1.3. An officer's certificate of Guarantor, sudgially in the form of Exhibit C, and dated agslué Closing Date, signed by a Responsible
Officer of Guarantor, and attested to by the sacyehereof, together with certified copies of Gardor's articles
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of incorporation, by-laws and directors resolutions

V.1.4. Evidence of the good standing or certifisaté compliance of Guarantor in the jurisdictionmihich Guarantor was incorporated as of
the Closing Date;

V.1.5. Evidence that Guarantor paid to the Admiatste Agent the fees and expenses provided faiher
V.1.6. Evidence satisfactory to the Administratdgent of compliance by Guarantor with Regulationa@gl

V.1.7. Such other information and documents as reagonably be required by the Administrative Agend the Administrative Agent's
counsel.

ARTICLE VI
SALE AND RELEASE OF PLEDGED SHARES; CASH COLLATERAL

SECTION VI.1. Sale of Pledged Shares. Notwithstagdiny provision set forth in any of the Loan Doemts to the contrary, the
Administrative Agent agrees that after the occureeand during the continuance of a Default under

Section 10.1.2 of the Credit Agreement or any Exémefault with respect to any Borrower, the effetwhich is to cause the Obligations of
such Borrower to be due and payable under the Chgdéement (a "Borrower Default"), subject to firevisions of Section 6.2 and 6.4
below, it will not demand that Guarantor pay thdi@diions of such Borrower (constituting outstardprincipal and interest of such
Borrower), until after the Administrative Agent hased its reasonable best efforts, in good faitlsetl the Pledged Shares of such Borrower,
such sale to be consummated in one or a serigseof market transactions through one or more refpubabkerdealers at the then fair mar
value of such Pledged Shares.

SECTION VI.2. Conditions to Sale of Pledged Shafém obligation of the Administrative Agent notdemand payment hereunder pursuant
to Section 6.1 is subject to the following condigo
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(a) Guarantor, within three (3) Business Days atteeipt of written notice of a Borrower Defaulbiin the Administrative Agent, shall depc
with the Administrative Agent in the Cash Collatekacount an amount equal to the then outstandiblig@tions of the Borrower related to
such Borrower Default and, thereafter, upon writtetice from the Administrative Agent, Guarantoalslcontinue to deposit funds in the
Cash Collateral Account in sufficient amounts tg pafull any additional interest accrued on theahe of such Borrower after the date of the
initial deposit to the Cash Collateral Account; and

(b) none of the following has occurred at the tmheuch Borrower Default or shall occur thereafter:

(i) a suspension or material limitation in tradingsecurities generally or trading in the commatktof Guarantor on the New York Stock
Exchange or any other exchange upon which the comstozk of Guarantor may then be traded,;

(i) a general moratorium on commercial banking\aiies in New York is declared by any Federal @viNYork State authorities;

(iii) the Administrative Agent is prohibited or neaially limited from selling the Pledged Sharesassult of any federal or state securities
laws (including, without limitation, the rules proilgated thereunder relating to the disclosure denie information); or

(iv) any other event (including, without limitatipopommencement of any suit, action or litigatialng of any claim or any other similar
proceeding or any change in any applicable law)deasrred which, in the reasonable opinion of tlienkistrative Agent, would prohibit,
have a material adverse effect on, or materiathjtlthe Administrative Agent's ability to sell tibedged Shares as contemplated by the terms
of Section 6.1.

Guarantor agrees that in any sale of any of thdgelé Shares, the Administrative Agent is authorteecbmply with any limitation or
restriction in connection with such sale as counsel
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may advise the Administrative Agent is necessaryhé reasonable opinion of such counsel, in diwlaroid any violation of applicable law
(including, without limitation, compliance with su@rocedures as may restrict the number of prosgebidders and purchasers, require that
such prospective bidders and purchasers havertgualifications, and restrict such prospectivedbig and purchasers to persons who will
represent and agree that they are purchasingdordtvn account for investment and not with a viewhe distribution or resale of such
Collateral), or in order to obtain any required imal of the sale or of the purchaser by any gawemtal regulatory authority or official, and
Guarantor further agrees that such compliance sballesult in such sale being considered or deemetb have been made in a
commercially reasonable manner, nor shall the Adstrative Agent be liable or accountable to Guarafdr any discount allowed by reason
of the fact that such Pledged Shares are soldrptiance with any such limitation or restriction.

Guarantor further agrees to indemnify and hold hesmthe Administrative Agent and the Banks andh edi¢heir respective officers,
directors, employees, agents, successors and ssaigghany Person in control of any thereof, frowh against any loss, liability, claim,
damage and expense, including, without limitati@asonable attorneys' fees actually incurred {gyghragraph collectively called the
"Indemnified Liabilities™), under federal and statecurities laws or otherwise resulting from thocecor failure to act by Guarantor or any
Borrower; provided, that no such Person shall hageight to be indemnified hereunder for its owasg negligence or willful misconduct as
determined by a court of competent jurisdiction.

Section VI.3. Release of Pledged Shares. The Adinative Agent agrees that, so long as Guaraniordempliance with Section 6.2(a) and
none of the events set forth in Section 6.2(b)dwasirred, it shall not release any of the Pleddet&s of any Borrower from the Lien gran
under the Pledge Agreement until after the ternonatf this Guaranty and the obligations of Guasahiereunder with respect to such
Borrower. Notwithstanding the foregoing, the Adrsinative Agent shall be entitled to (i) release Bitedged Shares of such Borrower if such
Pledged Shares are replaced by additional comnoek sf Guarantor and (ii) sell the Pledged Shargsyant to Section 6.1.
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SECTION VI1.4. Borrower Event of Default. Guaranh@reby acknowledges and agrees that Sections @.8.arshall not apply to any
Default or Event of Default relating to Guarantoraay of its Subsidiaries and, upon the occurreri@n Event of Default relating to
Guarantor or any of its Subsidiaries, the Admiitthie Agent expressly reserves its rights and réesaghder this Guaranty to demand
payment hereunder to satisfy the Obligations oBalirowers and the obligations of Guarantor hereamchether or not the Administrative
Agent has sold or attempted to sell the PledgedeSta any Borrower or otherwise exercised itstagind remedies under the Pledge
Agreement or any other Loan Document. Furthermotbing contained herein shall be deemed to probiblimit in any way whatsoever the
Administrative Agent's or any Bank's right or ayilio receive its portion of the assets of Guaranfmn the exercise by the Revolving Credit
Agent or the Revolving Credit Banks of their rightsd remedies under the Revolving Credit Loan Danisor any other creditor of
Guarantor.

SECTION VL.5. Application of Cash Collateral. Iftaf compliance by the Administrative Agent with fwvisions set forth in Section 6.1
any Obligations remain unpaid with respect to gopliaable Borrower, any funds held in the Cash &@elial Account may be applied by the
Administrative Agent against the payment of thei@dtlons of such Borrower. The Administrative Aggmtior to applying such funds agai
the Obligations of such Borrower, will certify tau@rantor (a) if the Pledged Shares of such Borraseisold pursuant to Section 6.1, the net
proceeds (including a calculation thereof in reabdsm detail) received by the Administrative Agatnfi the sale of such Pledged Shares and
(b) if the Pledged Shares of such Borrower aresolst pursuant to Section 6.1, the reason or reasbpsuch sale could not be accomplis|
Any funds remaining in the Cash Collateral Accoafftér application thereof to the Obligations asfegh above shall be returned to
Guarantor. The Administrative Agent agrees thahéll deliver to Guarantor, after the applicatiéiswch funds to the Obligations of such
Borrower, a calculation in reasonable detail of@#igations of such Borrower (including princigald interest of the Loans of such
Borrower) and the application of such funds thereto
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ARTICLE VII
MISCELLANEOUS

VII.1. Guarantor agrees to pay on demand all regsierexpenses of the Administrative Agent (inclgdine non-duplicative fees and
reasonable expenses of counsel (including expaiseshouse counsel) and of local counsel, if amlyp may be retained by such counsel) in
connection with:

(a) the negotiation, preparation, execution, syatithen and delivery of the Credit Agreement, thisa@unty and the other Loan Documents,
including schedules and exhibits, and any amendsnegivers, consents, supplements or other motliditsito the Credit Agreement, this
Guaranty or the other Loan Documents as may frare tb time hereafter be required, whether or notithnsactions contemplated hereby or
thereby are consummated; and

(b) the preparation and/or review of the form of document or instrument relevant to the Credite®gnent, this Guaranty or any other Loan
Document.

Guarantor further agrees to pay, and to save tmeididtrative Agent and the Banks, and their respeffiliates, harmless from all liability
for, any stamp or other Taxes (other than incorres@f the Administrative Agent or the Banks) whichy be payable in connection with
execution or delivery of the Credit Agreement, &uoyrowing thereunder, the issuance of the Notemnyf, this Guaranty or any other Loan
Document. Guarantor also agrees to reimburse timairistrative Agent and each Bank upon demand faeakonable expenses (including
attorneys' fees and legal expenses) incurred bjdnanistrative Agent or such Bank in connectiorthathe enforcement of any Obligations
or obligations hereunder and the consideratioegéll issues relevant hereto and thereto wheth@otaguch expenses are incurred by the
Administrative Agent on its own behalf or on behaflthe Banks. All obligations of Guarantor prowid®r in this Section 7.1 shall survive
termination of this Agreement. Notwithstanding fheegoing, the Administrative Agent or a Bank shnadt have the right to reimbursement
under this Section 7.1 for amounts determined bguat of competent jurisdiction to have arisen friti@a gross negligence or willful
misconduct of the Administrative Agent or a Bank.
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VIl.2. Guarantor agrees to indemnify the Adminititra Agent, each Bank, their Affiliates and thedspective directors, officers, employees,
persons controlling or controlled by any of themnttair respective agents, consultants, attornegisadwisors (the “"Indemnified Parties") and
hold each Indemnified Party harmless from and againy and all liabilities, losses, claims, damagests and expenses of any kind to which
any of the Indemnified Parties may become subyeletther directly or indirectly (including, witholitnitation, the reasonable fees and
disbursements of counsel for any Indemnified Parglating to or arising out of the Credit Agreemehis Guaranty, the other Loan
Documents, or any actual or proposed use of thegpas of the Loans hereunder; provided, that nenimdfied Party shall have the right to
be indemnified hereunder for its own gross negligeor willful misconduct as determined by a codrt@mpetent jurisdiction. All obligatiot

of the Borrowers and Guarantor provided for in éction 7.2 shall survive termination of the Crédjreement and this Guaranty.

VII.3. All notices, requests and other communicasgito any party hereunder shall be in writing (iachg bank wire, telex, facsimile or
similar writing) and shall be given to such partyts address, facsimile or telex number set forttthe signature or acknowledgement pages
hereof or such other address, facsimile or telerbyer as such party may hereafter specify for thpqme by written notice to the
Administrative Agent and Guarantor. Each such egtiequest or other communication shall be effed®) if given by facsimile or telex,
when such facsimile or telex is transmitted toftesimile or telex number specified in this Sector, in the case of telex, the appropriate
answerback is received, (b) if given by mail, seyetwo (72) hours after such communication is depdsit the mails with first class post:
prepaid, addressed as aforesaid or (c) if giveartyyother means, when delivered at the addres#isgea this Section.

VIl.4. This Guaranty, and the terms, covenants@mlitions hereof, shall be binding upon and irtarthe benefit of the parties hereto, and
their respective successors and assigns, excepa@arashall not be permitted to assign this Gugraar any interest herein nor in the
Collateral, nor any part thereof, except in accoogawith the terms of the Credit Agreement.
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VII.5. EACH OF GUARANTOR AND THE ADMINISTRATIVE AGENT () HEREBY IRREVOCABLY SUBMITS TO THE
JURISDICTION OF ANY ILLINOIS STATE OR FEDERAL COURSITTING IN THE NORTHERN DISTRICT OF ILLINOIS OVER
ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATINGO THIS GUARANTY OR THE OTHER LOAN DOCUMENTS,
AND EACH OF GUARANTOR AND THE ADMINISTRATIVE AGENTHEREBY IRREVOCABLY AGREES THAT ALL CLAIMS IN
RESPECT OF SUCH ACTION OR PROCEEDING MAY BE HEARINE DETERMINED IN SUCH ILLINOIS STATE OR FEDERAL
COURT, AND (Il) AGREES NOT TO INSTITUTE ANY LEGAL £TION OR PROCEEDING AGAINST THE OTHER PARTY HERET
OR THE DIRECTORS, OFFICERS, EMPLOYEES, AGENTS ORHHERTY OF ANY THEREOF, ARISING OUT OF OR RELATING
TO THIS GUARANTY, IN ANY COURT OTHER THAN AS HEREIRBOVE SPECIFIED IN THIS SECTION 7.5. EACH OF
GUARANTOR AND THE ADMINISTRATIVE AGENT HEREBY IRREMOCABLY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY LAW, ANY OBJECTION IT MAY NOW OR HEREATER HAVE TO THE LAYING OF VENUE IN ANY ACTION
OR PROCEEDING (WHETHER BROUGHT BY GUARANTOR, ANY OFS SUBSIDIARIES, THE ADMINISTRATIVE AGENT, ANY
BANK OR OTHERWISE) IN ANY COURT HEREINABOVE SPECIED IN THIS SECTION

7.5 AS WELL AS ANY RIGHT IT MAY NOW OR HEREAFTER HXE TO REMOVE ANY SUCH ACTION OR PROCEEDING, ONCE
COMMENCED, TO ANOTHER COURT ON THE GROUNDS OF FORUNDN CONVENIENS OR OTHERWISE. EACH OF
GUARANTOR AND THE ADMINISTRATIVE AGENT AGREES THATA FINAL JUDGMENT IN ANY SUCH ACTION OR
PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCEDN OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT
OR IN ANY OTHER MANNER PROVIDED BY LAW.

VII.6. Subject to Section 13.1 of the Credit Agremh the provisions of this Guaranty may from titméime be amended, modified or
waived, if such amendment, modification or waivein writing and consented to by Guarantor andheyAdministrative Agent (at the requ
of the Required Banks), and then any such amendmemiification, waiver or consent shall be effeetonly in the specific instance and for
the specific purpose for which given.

VII.7. The section headings in this Guaranty aseited for convenience of reference and shall eatdnsidered a part of this Guaranty or
used in its interpretation.

VII.8. No action of the Administrative Agent permeitl hereunder shall in any way affect or impairrigats of the Administrative Agent and
the obligations of Guarantor under this
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Guaranty. Guarantor hereby
acknowledges that there are no conditions to tfeefeness of this Guaranty.

VII.9. All obligations of Guarantor and rights d¢fe Administrative Agent or obligation expressethis Guaranty shall be in addition to and
not in limitation of those provided in applicabdl or in any other written instrument or agreemetsting to any of the Obligations.

VII.10. THIS GUARANTY SHALL BE A CONTRACT MADE UNDER AND GOVERNED BY THE LAWS OF THE STATE OF
ILLINOIS, WITHOUT REGARD TO CONFLICTS OF LAWS PRINIBPLES. ALL OBLIGATIONS OF THE BORROWERS AND
GUARANTOR AND RIGHTS OF THE ADMINISTRATIVE AGENT AND THE BANKS IN RESPECT OF THE OBLIGATIONS AND
THE OBLIGATIONS OF GUARANTOR EXPRESSED HEREIN OR INHE OTHER LOAN DOCUMENTS SHALL BE IN ADDITION
TO AND NOT IN LIMITATION OF THOSE PROVIDED BY APPLCABLE LAW.

VII.11. This Guaranty may be executed in any nundfe@ounterparts, each of which shall for all pusp® be deemed an original, but all such
counterparts shall constitute but one and the ssgreement. Guarantor hereby acknowledges rece#trak, correct and complete
counterpart of this Guaranty.

VII.12. The Administrative Agent acts herein asrder itself, the Banks and any and all futuredsss of the Obligations.

VII.13. EACH OF GUARANTOR AND THE ADMINISTRATIVE AGENT HEREBY KNOWINGLY, VOLUNTARILY AND
INTENTIONALLY WAIVES ANY RIGHT TO A TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM
CONCERNING ANY RIGHTS UNDER THIS GUARANTY, ANY OTHR LOAN DOCUMENT OR ANY OTHER DOCUMENT OR
AGREEMENT DELIVERED OR WHICH MAY IN THE FUTURE BE ELIVERED IN CONNECTION HEREWITH OR THEREWITH,
OR ARISING FROM ANY BANKING RELATIONSHIP EXISTINGIN CONNECTION WITH THIS GUARANTY AND AGREES THAT
ANY SUCH ACTION, PROCEEDING OR COUNTERCLAIM SHALL B TRIED BEFORE A COURT AND NOT BEFORE A JURY;
THIS PROVISION IS A MATERIAL INDUCEMENT FOR THE PARIES ENTERING INTO THIS GUARANTY.

* k *
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IN WITNESS WHEREOF, Guarantor has caused this Gugita be duly executed and delivered by its offiteereunto duly authorized as of
the date first above written.

CONSECO, INC.

By: /S/ ROLLIN M DI CK

Name: Rollin M Dick
Title: Executive Vice President and
Chief Financial Oficer



CONSECO, INC. AND SUBSIDIA

Computation of Ratio of Earnings to
Preferred Dividends and Distributions on Compa
Redeemable Preferred Securities of Subsidiary

for the three months ended March 31

year ended December 31, 1
(Dollars in millions)

Pretax income from operations:
Net iNCoOMe.......ccoocvveveiiieieciinen
Add income tax expense..........cccoeeeeennes
Add extraordinary charge on extinguishment of d
Add minority interest.............ccccceeeeen

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

Add fixed charges:
Interest expense on corporate debt, including a

Adjusted earnings...........coceeeeennnes

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

Ratio of earnings to fixed charges, exclud
expense on debt related to finance rec
other investments.....................

Fixed charges...........cccccvvveveeenns

Add dividends on preferred stock, includin
preferred stock of subsidiaries (divid
income before minority interest and ex
to pretax income)............ccceee.

Add distributions on Company-obligated man
redeemable preferred securities of sub

Fixed charges........ccccccceviveneenne

Adjusted earnings............cccvveeeeen

Ratio of earnings to fixed charges, prefer
distributions on Company-obligated man
preferred securities of subsidiary tru

Ratio of earnings to fixed charges, pref
distributions on Company-obligated man
preferred securities of subsidiary trust
expense on debt related to finance recei
investments............ccceveevennenn.

(1) Interest portion of rental is assumed to

RIES

Fixed Charges,

ny-Obligated Mandatorily
Trusts - Consolidated Basis
, 1999 and the

998

Three months
ended
March 31,

1999

...................... 114.4
...................... $621.9
...................... 5.44X
ing interest

eivables and
...................... 11.59X
...................... $114.4

g dividends on
ed by the rate of
traordinary charge

datorily

sidiary trusts........ 46.5
...................... $161.8
...................... $621.9

red dividends and
datorily redeemable
[S] T 3.84X

erred dividends and
datorily redeemable
s, excluding interest
vables and other

be 33 percent.

Yea r ended
Dec ember 31,
1998

$ 467.1
445.6
42.6
90.4



ARTICLE 7

THE SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATIONEXTRACTED FROM THE COMPANY'S CONSOLIDATED
FINANCIAL STATEMENTS AND IS QUALIFIED IN ITS ENTIREY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 3 MO<
FISCAL YEAR END DEC 31 199
PERIOD END MAR 31 199¢
DEBT HELD FOR SALE 22,591,90
DEBT CARRYING VALUE 0
DEBT MARKET VALUE 0
EQUITIES 427,70!
MORTGAGE 1,197,001
REAL ESTATE 0
TOTAL INVEST 29,509,90
CASH 0
RECOVER REINSURE 836,90(
DEFERRED ACQUISITION 4,021,90! 1
TOTAL ASSETS 44,986,30
POLICY LOSSES 23,746,70
UNEARNED PREMIUMS 389,90(
POLICY OTHER 1,164, 70
POLICY HOLDER FUNDSE 286,40(
NOTES PAYABLE 5,761,00 2
PREFERRED MANDATORY 2,098,601
PREFERREL 0
COMMON 2,846,901
OTHER SE 2,478,801 3
TOTAL LIABILITY AND EQUITY 44,986,30
PREMIUMS 1,007,401
INVESTMENT INCOME 646,40(
INVESTMENT GAINS 1,00(
OTHER INCOME 311,10( i
BENEFITS 889,70(
UNDERWRITING AMORTIZATION 123,901 5
UNDERWRITING OTHER 153,90(
INCOME PRETAX 507,50(
INCOME TAX 180,201
INCOME CONTINUING 327,30(
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 297,10(
EPS PRIMARY 0.92
EPS DILUTED 0.9C
RESERVE OPEM 0

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

Lincludes $2,423,200 of cost of policies purchased.
2 Includes $2,684,200 related to finance debt.
3 Includes retained earnings of $2,711,300 and aclatetlother comprehensive losses of $232,500.

cNoloNoNoNe]

4 Includes gain on sale of finance receivables oBf@0 and fee revenue and other income of $111,300.
5 Includes amortization of cost of policies purchas&71,700 and amortization of cost of policieschrced of $52,20
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