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National Western Life Insurance Company’s earnings and financial position for the year ended December 31, 1990,
have been presented in your Annual Report as well as in the Form 10-K report filed with the Securities and Exchange
Commission. If you wish a copy of the 10-K report, one will be furnished upon request to the Treasurer, National Western
Life Insurance Company, 850 East Anderson Lane, Austin, Texas 78752-1602.



To Our Stockholders:

1990 was another year of growth for National Western
Life. The Company'’s life and annuity revenues increased
during 1990 by 15.9% to over $56 million. New life
insurance issued during 1990 was $1.57 billion com-
pared to $1.23 billion in 1989, an increase of 27.6%. Life
insurance in force was $6.3 billion, an increase of 12.5%
over life insurance in force of $5.6 billion in 1989. While
the majority of new business is derived from annuities in
qualified plan markets, the Company continues to
develop production from new markets. For 1991, the
Company’s marketing philosophy will continue to focus
on multiple markets and revenues from life insurance
and annuities are expected to incregse modestly.

National Western Life operates in the interest sensitive
life insurance and annuity business. Therefore, our invest-
ment portfolio continues to provide the majority of our
total revenues. As previously reported, the Company had
elected to enter the high-yield bond market in 1984 on a
limited basis and has experienced above-average invest-
ment performance in the high-yield portfolio since that
time. In January, 1990, however, following much adverse
publicity, a decision was made by the Board of Directors
to make no further investments in high-yield bonds. Later
in 1990, under new investment management, the Com:-
pany initiated programs to upgrade the overall quality of
the investment portfolio while improving net spreads
over credited rates on liabilities. Though this new direc-
tion was in effect for only part of the year, operating earn-
ings have had an upward trend in the third and fourth
quarters. We fully expect a continuance of this trend.

The life insurance industry experienced significant
financial difficulties during 1990. Poor investment per-
formance in real estate and high-yield bonds continued
to plague industry profitability. Many companies with
extensive real estate and high-yield bond portfolios have
been forced out of business or have been acquired at dis-
counted prices. While National Western experienced
some negative effects in 1990 from real estate and high-
yield bond holdings, the impact on the Company has
been significantly less as compared to many other insur-
ance companies. This is attributable to our relatively
small and conservative holdings of both real estate and
high-yield bonds.

Net investment income increased 23.3% over 1989 to
$159 million in 1990. Investment losses of approximately
$17 million were recognized including write-downs and
sales of high-yield bonds. While some sales were income
tax motivated, others were made in an effort to improve
the quality of the investment portfolio while enhancing
overall portfolio yields. As of December 31, 1990, the
consolidated investment portfolio consisted of 76.5%

bonds, 7.6% policy loans, 6.0% mortgage loans, and
9.9% in other investments. Of the total bond portfolio,
only 4.3% was in high-yield bonds. This compared favor-
ably to 9.8% at year-end 1989. Continued improvement
should be seen in this percentage by year-end 1991
through purchases of investment grade issues only. In
the modest mortgage loan portfolio, less than 3% were
nonperforming at year-end 1990.

The Company's brokerage operations realized net
earnings of $183 thousand for 1990. Net earnings
included a loss of $1.69 million from discontinued opera-
tions which resulted from the closing of its unprofitable
mortgage subsidiary. A complete turnaround is
expected in this operation during 1991.

Consolidated assets grew from $1.9 billion in 1989 to
$2.2 billion in 1990. Stockholders’ equity, however,
decreased 5% to $96 million in 1990 due to losses in the
investment portfolio. Accordingly, book value per share
decreased from $29.09 in 1989 to $27.65 in 1990,

Management expects to face many new and formida-
ble challenges during 1991 including the continued
effort to improve the quality and yield of the investment
portfolio. The market for insurance and investment prod-
ucts continues to face fierce competition. However, the
ability of management to find better and more economi-
cal ways to provide service will be the key to future suc-
cesses. We believe that the ever-increasing customer
base demands and has a right to high quality service and
we are committed to that high level of service, We pledge
to be expense efficient and meet the profit expectations
of our stockholders. Furthermore, our loyal employees
are committed to and capable of realizing these positive
results and look forward to continued growth and future
profitability through 1991 and beyond.

Robert L. Moody
Chairman of the Board
and Chief Executive Officer

M\an:\

William P. Tedrow
President and
Chief Operating Officer
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Consolidated Balance Sheets

(In thousands)

ASSETS

Investments:

Fixed maturities, primarily bonds, at amortized cost
(market: $1,456,573 and $1,161,467) .. ... ... .. . ...

Preferred stocks, at market value
(cost: $2,163 and $4,215) . . ... ot e

Common stocks, at market value
(cost: $2,602and $2,033) . . .. ..o

Mortgage loans, net of allowances for possible
losses (83,075 and $2,300) . .. ... i i e e

Real estate held forinvestment . .......... .. ... .. . i i i,
Policyloans . . ... .ot e e e
Life interest in Libbie Shearn Moody Trust . ......... ... ... ... i

Other long-term investments, principally real estate
acquired by foreclosure, net of allowances for possible
losses (86,350 and $5,800) . . . . . ...

Securities purchased under agreementstoresell . . .......... ... ... ..., . ...
Trading securities,atmarket ......... ... ... . . . . e

Short-term INVEStMENtS . . . . . .ottt ettt e et et e e

Insurance receivables, net . ... ... ... e e,

Brokerage trade receivables, net of allowances for
possible losses ($185and $121) . ........ . i e e

Accrued investmentincome . ...... .. . i i e e
Deferred policy acquisitioncosts .. ....... ... .. .
Property and equipment, net . . ... .. ... e
Other assets ... ... it e e e e e

Assets of discontinued operations . ......... ... . . . i e

See accompanying notes to consolidated financial statements.

December 31,

1990 1989
$ 1,479,856 1,167,392
1,797 3,905
2,342 1,981
116,059 105,273
10,250 10,403
147,781 135,344
6,583 6,850
16,794 18,188
35,677 15,047
92,459 29,032
25,736 84,874
1,935,334 1,578,289
4,945 5,622
4,580 3,123
20,989 38,258
30,752 28,889
265,363 223,384
1,833 1,894
4,530 5,993
19,955 22,729
$ 2,288,281 1,908,181




Consolidated Balance Sheets

(In thousands except shares outstanding)

December 31,

29.
14
29.

21 .. -
32 =

19, .

LIABILITIES AND STOCKHOLDERS’ EQUITY 1990

LIABILITIES:
Future policy benefits:

Traditional life and annuity products . . .. ...... ... ... ... ... ... .. ... $ 184,374

Universal life and investment annuity contracts . .......................... 1,767,722
Policy and contract claims . . .. ... .. .. i 5,349
Policyholders’ dividends, coupons, and endowment accumulations . .. ............ 8,146
Other policyholderfunds .. . ....... ... ... .. . . 1,444
Short-term borrowings . .. ... .. . 65,946
Securities sold under agreementstorepurchase . ............................ 56,154
Brokerage trade payables . .......... ... .. .. .. .. .. 19,683
Federal income tax payable:

Current . .. 1,015

Deferred . ... ... 18,985
Otherliabilities . ... ... ... . 45,789
Liabilities of discontinued operations . .. ......... ... ... .. .. . ... . ... ... .. 17,516

Total liabilities . .. .. ... .. 2,192,123

1807, .

COMMITMENTS AND CONTINGENCIES (Notes 7 and 13)
STOCKHOLDERS’ EQUITY:

Common stock:
Class A of $1 par value, authorized
7,500,000 shares; issued and outstanding 3,277,842
and 3,277,862 sharesin 1990 and 1989 ... ......... .. 3,278

Class B of $1 par value, authorized,
issued, and outstanding 200,000 shares

|

iIN1990 and 1980 . . .. ... . 200
Additional paid-incapital .. .. ... ... . . L 24,065 24,
Net unrealized losses on investments in
equity securities . e e (626) ( —
Retained earnings . . .. ... ..ottt e 69,241 [
Total stockholders’ equity . ........ ... ... ... . . 96,158 101, —
$ 2,288,281 1,908 _

See accompanying notes to consolidated financial statements.



Consolidated Statements of Operations

(In thousands except per share data)

Premiums and other revenue:
Premiums:

Life oot e e e e e e
ANNUILIES . . ittt i it e e e e e e e

Universal life and investment annuity

contractrevenues . . .....oi ittt i e i i e e
Investment income, nNet . ... .. i it e e e e
Brokerage revenues . . ... e
Otherincome . ... i i i i i i e et et
Realized lossesoninvestments ............ ...t .n.

Total premiums and

Otherrevenue . .... ... ittt ittt it teeeieanens

Benefits and expenses:

1 N
(@ 1 1= N

Decrease in liabilities

for future policy benefits . . ........ ... .. o o il

Amortization of deferred policy

acquisitioncosts . ... ... o

Universal life and investment annuity

contractinterest ......... ... . i i
Other insurance operating €Xpenses .............c..ouvevvvernnn
Brokerage operating eXpenses .. .......... ..o

Total benefitsand expenses . . ... ... oo

Earnings (loss) from continuing operations

before Federal incometax . . ......c vttt ittt it i

Provision (benefit) for Federal income tax:

LDy 4= o Y OO O
Deferred . ... oo i e e e e

Total Federal income tax expense (benefit) . ..................

Earnings (loss) from continuing operations . .................

See accompanying notes to consolidated financial statements.

Years Ended December 31,

1990 1989 1988

22,615 25,611 28,363
280 309 377
22,895 25,920 28,740
33,777 22,974 18,994
159,938 129,743 100,334
25,681 16,453 23,686
578 498 504
(17,071) (3,028) (4,329)
225,798 192,560 167,929
37,296 34,050 31,212
3,585 2,530 2,563
9,811) (4,356) (4,962)
9,263 13,620 8,398
128,150 101,487 74,373
36,455 26,069 25,624
22,816 18,077 22,076
227,754 191,477 159,284
(1,956) 1,083 8,645
3,676 (347) 946
@,577) 293 1,856
1,099 (54) 2,802
(3,055) 1,137 5,843
(CONTINUED ON NEXT PAGE)



Consolidated Statements Of Operations, (cont,

(In thousands except per share data)

Years Ended December 31,

1990 1989 198 ==
Discontinued operations: -
Loss from operations of discontinued
subsidiary (net of applicable Federal income
tax benefit of $434, $418,and $122) ........... ... ... .. .. $ (713) (528) e
Estimated loss on disposal of discontinued
operations (net of applicable
Federal income tax benefitof $396) .. ..................... (982) 0
Loss from discontinued operations . ........................ (1,695) (528) (5
Net earnings (10ss) . ....... ..o it $ (4,750) 609 5.
Earnings (loss) per share of common stock:
Earnings (loss) from continuing operations ................... $ (0.88) 0.33
Loss from discontinued operations ......................... (0.49) (0.15) (-
Netearnings(10ss) .. ...t $ (1.37) 0.18

See accompanying notes to consolidated financial statements.



Consolidated Statements Of
Stockholders’ Equity

(In thousands)

Years Ended December 31,

1990 1989 1988
Common stock:
Balance at beginningandendofyear ....................... $ 3,478 3,478 3,478
Additional paid-in capital:
Balance at beginningandendofyear ....................... 24,065 24,065 24,065

Net unrealized losses on investments
in equity securities:
Balance at beginningofyear . ............ ... ... ... . .. ..., (362) (1,248) (1,233)
Decrease (increase) in unrealized
losses on investments in equity

securitiesduring theyear ........... ... ... .. ... . ... (264) 886 (15)

Balanceatendofyear .......... ... ... .. . ... . L (626) (362) (1,248)
Retained earnings:

Balance at beginning of year, asrestated ..................... 73,991 73,382 67,968

Consolidation adjustment(Note 1) . . . ... ...... .. ... ... .... 0 0 (174)

Netearnings(loss) ............ . (4,750) 609 5,588

Balanceatendofyear ........... ... ... . i i, 69,241 73,991 73,382
Total stockholders’ equity ... ....... ... .. ... . i $ 96,158 101,172 99,677

See accompanying notes to consolidated financial statements.



Consolidated Statements Of Cash Flows

(In thousands)

Years Ended December 31,
1990 1989 198 Soanamni

Cash flows from operating activities:
Net earnings (Ioss) . ... ... ...t $ (4,750) 609 5
Adjustments to reconcile net earnings (loss)
to net cash provided by operating activities:

Universal life and investment annuity contract interest . . .. .. .. 128,150 101,487 74
Surrendercharges ...........c.c.ciiiiiiii . (14,137) (7,413) - (6
Realized capital losses on investments ................... 17,071 3,028 4
Lossresulting fromlawsuit . ........................... 8,000 0
Net amortization of discounts on investments . ............. (3,165) (3,479) 2
Provision for loss on disposal
of discontinued operations ................ ... ... .... 1,378 0
Depreciation and amortization ......................... 881 998
Decrease (increase) in insurance receivables and other assets . . . (897) (1,488) 2
Decrease (increase) in brokerage receivables . . ... .......... 17,269 (25,782) 20
Increase in accrued investmentincome .. ................. (1,863) (2,959) (1
Increase in deferred policy acquisition costs .. ............. (41,979) (42,188) (31
Decrease in liability for future policy benefits. .............. (9,811) (4,356) “4
Decrease in all other policyholder liabilities . . .. ............ (5,818) (480) (1
Increase (decrease) in Federal income taxes payable ......... (1,578) 214 1
Increase in other liabilities ............................ 14,599 10,511
Increase (decrease) in brokerage payables ................. (10,291) 24,899 (19
Net increase (decrease) in repurchase agreements
less related liabilities . ........... ... .. ... ... . .. .... 20,557 (2,211) 2
Net decrease (increase) in trading securities .. ............. (63,427) (13,344) 13
Other,met ......... .. . (416) (369)
Net cash provided by operating activities. . ..................... 49,773 37,677 57
Cash flows from investing activities:
Proceeds from sales of bond investments .................... 228,497 71,628 18
Proceeds from maturities of bond investments . . . .............. 65,824 41,323 24
Proceeds from sale of other investments ..................... 6,110 7,244 14
Purchaseof investments ............... ... ... . ... ... .... (629,068) (349,870) (254
Principal payments on mortgageloans ...................... 8,989 3,086 4
Cost of mortgage loansacquired . .......................... (22,348) (28,578) (11
Net increaseinpolicyloans . . .............. ... ... ... ..... (12,437) (22,903) (15
Purchases of property and equipment . ...................... (729) (175) ——
Proceeds from sale of property and equipment ................ 59 17
Decrease (increase) in assets of discontinued operations . .. ....... 1,396 14,580 37
Increase (decrease) in liabilities
of discontinued operations .. ............ ... . ... ... .. ... (1,889) (12,958) 32
Net cash used in investing activities .......................... (355,596) (276,606) (224

(CONTINUED ON NEXT Pjae——m

See accompanying notes to consolidated financial statements.



Consolidated Statements Of Cash Flows, (cont,

(In thousands)

Years Ended December 31,

1990 1989 1988
Cash flows from financing activities:
Net increase (decrease) in short-term borrowings .. ............. $ 36,144 14,680 (22,916)
Deposits to account balances for universal life
and investment annuity contracts . .......... . 000 341,713 389,828 253,775
Return of account balances on universal life and
investment annuity contracts . . ....... .. o i (131,849) (93,657) (65,811)
Net cash used in financing activities .......................... 246,008 310,851 165,048
Net increase (decrease) in cash and
cashequivalents ........... .. . i (569,815) 71,922 (2,330)
Cash and cash equivalents at beginningofyear . ................. 90,496 18,574 20,904
Cash and cash equivalentsatendof year. . . .................... $ 30,681 90,496 18,574

Supplemental disclosures of cash flow information:
Cash paid during 1990, 1989, and 1988 for interest (net of amount capitalized) was $4,536, $4,997, and $3,063, respec-
tively. Cash paid during 1990, 1989, and 1988 for income taxes was $1,316, $1,468, and $1,053, respectively.

Non-cash investing activities:

The Company foreclosed on mortgage loans and collateral loans in 1990, 1989, and 1988 in the principal amounts of
$3,756, $8,503, and $11,192, respectively. In 1990, the $3,756 principal amount was transferred to other long-term
investments on the consolidated balance sheet. In 1989, principal amounts of $7,256 and $1,247 were transferred to
other long-term investments and mortgage loans, respectively, on the consolidated balance sheet. In 1988, the
$11,192 principal amount was transferred to other long-term investments on the consolidated balance sheet.

Disclosure of accounting policy:
For purposes of the statements of cash flows, the Company considers all short-term investments with a maturity at date

of purchase of three months or less to be cash equivalents.

See accompanying notes to consolidated financial statements.
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Notes To Consolidated Financial Statements
Years Ended December 31, 1990, 1989, And 1988

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A) Consolidation—The accompanying consolidated financial statements include the accounts of National Western Life
Insurance Company, its wholly-owned subsidiary, The Westcap Corporation, and an inactive wholly-owned subsidiary (the
Company). The Westcap Mortgage Company, a wholly-owned subsidiary of The Westcap Corporation, has been reflected as
discontinued operations in the accompanying financial statements. All significant intercorporate transactions and accounts
have been eliminated in consolidation.

During 1988, the Company began reporting earnings of its brokerage subsidiary based upon the subsidiary'’s fiscal year
rather than the Company's year end. As a result, earnings of the subsidiary for the three months ended December 31, 1987,
of $173,916, which have been included on both 1988 and 1987 consolidated earnings, have been deducted from retained
earnings.

(B) Basis of Presentation—The accompanying consolidated financial statements, as they relate to insurance operations,
have been prepared in conformity with generally accepted accounting principles which vary in certain respects from report-
ing practices prescribed or permitted by insurance regulatory authorities. The following are major differences between gener-
ally accepted accounting principles and accounting principles prescribed by insurance regulatory authorities:

1. The Company accounts for universal life and investment annuity contracts based on the provisions of FAS No. 97 on
Accounting and Reporting by Insurance Enterprises for Certain Long-Duration Contracts and for Realized Gains and
Losses from the Sale of Investments. The basic effect of the statement as regards certain long-duration contracts is
that deposits for universal life and investment annuity contracts are not reflected as revenues.

2. Commissions and certain expenses related to policy issuance and underwriting, all of which generally vary with and
are related to the production of new business, have been deferred. For traditional products, these costs are being
amortized over the premium-paying period of the related policies in proportion to the ratio of the premium earned to
the total premium revenue anticipated, using the same assumptions as to interest, mortality, and withdrawals as were
used in calculating the liability for future policy benefits. For universal life and investment annuity contracts, these
costs are amortized in relation to the present value of expected gross profits on these policies.

11



A summary of information relative to deferred policy acquisition costs and premiums follows:

1990 1989 1988
(In thousands)

Costs deferred:

Agents’ Commissions . . ....... it $ 47,521 52,470 37,479
Other .o e e 3,721 3,338 2,745

$ 51,242 55,808 40,224

Amounts amortized .. ... ... . e e e $ 9,263 13,620 8,398
First-year and single premiumrevenues ....................... $ 3,147 2,809 3,430
Renewal premiumrevenues ............. ..t $ 19,748 23,111 25,310
Universal life and investment annuity deposits . . . ................ $ 361,353 405,389 266,234

Amortization of deferred policy acquisition costs in 1989 includes an additional $5,200,000 related to a reduction in sur-
render charges applicable to certain existing annuity contracts.

3.  The liability for future policy benefits on traditional products has been calculated by the net level method using
assumptions as to future mortality (based on the 1965 and 1970 Select and Ultimate mortality tables), interest rang-
ing from 4% to 8%, and withdrawals (based on Company experience) which were used or which were being experi-
enced at the time that policies were issued. For universal life and investment annuity contracts, the liability for future
policy benefits represents the account balance.

4.  Deferred Federal income taxes are provided for income and deductions which are recognized in the financial state-
ments in a different period than for Federal income tax purposes.

5.  Investments in subsidiaries are recorded at admitted asset value for statutory purposes, whereas the financial state-
ments of the subsidiaries have been consolidated with those of the Company under generally accepted accounting
principles.

6. The Mandatory Securities Valuation Reserve, a contingency reserve required by insurance regulatory authorities, has
been eliminated, as it is not required under generally accepted accounting principles.

7.  The recorded value of the life interest in the Libbie Shearn Moody Trust (the Trust) is reported at its initial valuation,
net of accumulated amortization. The initial valuation was based on the assumption that the Trust would provide cer-
tain income to the Company at an assumed interest rate and is being amortized over 53 years, the life expectancy of
Mr. Robert L. Moody at the date he contributed the life interest to the Company. In the Company's annual statements
to insurance departments, the life interest is reflected at an amount based on existing insurance in force on the life of
Robert L. Moody net of the cash surrender value of the life insurance policies on Mr. Moody's life. The statutory
amount is not being amortized.

12



8.  Reconciliations of net income and stockholders’ equity (determined pursuant to statutory accounting requiremer—————
as included in the annual statements filed with the Colorado Insurance Commission, to the respective amount=
reported in the accompanying consolidated financial statements are as follows:

Per annual statement to insurance department ..................

Subsidiary earnings (loss) before deferred

Federalincometax . ............. ..

Consolidated statutory net gain from operations .................

Adjustments:

Deferral of policy acquisitioncosts . ...................... ..
Adjustment of future policy benefits ........................
Amortization of investmentin Trust . ... .....................
Deferred Federal incometaxes ............... ... ... . ...,

Valuation allowances and permanent

impairment write-downs on investments ...................
Operating loss related to lawsuit ... ........................
Other, net . ... .

Amounts per consolidated financial statements . .................

Per annual statement to insurance department ..................

Adjustments:
Difference in valuation of investment in
the Libbie Shearn Moody Trust,

net of amortization . ......... . . . ... ...

Deferral of policy acquisition costs,

netof amortization . ........... . ... . ...
Adjustment of future policy benefits ........................
Deferred Federal incometaxes .................vvuruu.o...

Adjustment to report preferred stocks

atmarketvalue . ... ... .. .. . ...

Transfer of Mandatory Securities Valuation Reserve

to appropriated retained earnings . .......................
Reinstatement of non-admitted assets .......................
Valuation allowances oninvestments ........................
Other net . ... i e

Amounts per consolidated financial statements . .................

13

Net Earnings (Loss) for the
Years Ended December 31,

1990 1989 1988
(In thousands)
1,239 5,257 10, ———
98 (1,500) E—
1,337 3,757 10,* -_ -
41,979 42,188 31,
(34,155) (43,355) 31, ——
(267) (265) (===
2,577 (293) (1=
(8,888) (1,489) (B, S———
(8,000) 0
667 66 (1
(4,750) 609 o eSo—

Stockholders’ Equity
as of December 31,

1990 1989 1988
(In thousands)
63,680 49,021 4] ————
(19,817) (4,592) 4,
265,363 223,384 181, SN
(194,649) (160,492) (117, TS
(18,985) (21,578) (21,
(227) (240) (
5,111 19,555 2 ——r£r=
3,233 2,945 L Sa—
(9,425) (8,100) (6, —
1,874 1,269 _
96,158 101,172 99—




(C) Investments—Investments in bonds are stated principally at amortized cost, and investments in preferred and com-
mon stocks are stated at market values. Investments in specific securities having a permanent loss in value have been writ-
ten down to their estimated realizable value, and losses thereon have been included in realized investment losses. Such
losses are determined using the specific-identification method. Net unrealized investment gains and losses on marketable
equity securities are accounted for as direct increases or decreases in stockholders’ equity. Gross unrealized investment
gains and losses on marketable equity securities at December 31, 1990, were $343 and $969, respectively. The Company
has the ability and intent to hold bonds to maturity. Trading activity in the bond portfolio is not significant, although in late
December, 1989, the Company did convert approximately $60,000,000 of bonds to short-term investments in anticipation
of funding a reinsurance agreement. The reinsurance agreement was not consummated and the funds were reinvested in
bonds. There was no significant gain or loss on the sale of these bonds. Additionally, during 1990 the Company sold certain
securities in conjunction with the purchase of higher rated securities with similar investment yields as part of a strategy to
upgrade the overall quality of the bond portfolio.

Mortgage loans and other long-term investments are stated at cost, less unamortized discounts and allowances for possi-
ble losses. Discounts on mortgage loans are amortized using the interest method over the lives of the respective loans. Pol-
icy loans are stated at their aggregate unpaid balances. Real estate acquired by foreclosure is stated at the lower of the
unpaid loan balance at the date of foreclosure or fair market value of the property.

Trading securities, principally composed of state and municipal obligations, corporate obligations, and obligations
issued or guaranteed by the (1.S. Government or its agencies, are carried at market value. Unrealized gains and losses on
trading securities are included in brokerage revenues.

Securities purchased under agreements to resell and securities sold under agreements to repurchase are treated as
financing transactions, collateralized by negotiable securities, and carried at the amounts at which the securities will be
subsequently resold or repurchased as specified in the respective agreements.

(D) Insurance Revenue and Expense—Premiums on traditional life insurance products are recognized as revenues as
they become due or, for short duration contracts, over the contract periods. Benefits and expenses are matched with premi-
ums in arriving at profits by providing for policy benefits over the lives of the policies and by amortizing acquisition costs
over the premium-paying periods of the policies. For universal life and investment annuity contracts, revenues consist of
policy charges for the cost of insurance, policy administration, and surrender charges assessed during the period. Expenses
for these policies include interest credited to policy account balances and benefit claims incurred in excess of policy
account balances. The related deferred policy acquisition costs are amortized in relation to the present value of expected
gross profits on the policies.

(E) Brokerage Revenue and Expense—Securities transactions and related revenue and expense are recorded in the
accounts on a settlement date basis. Revenues and expenses related to securities transactions executed but not yet settled

as of year end were not material to the financial position of the Company.

(F) Depreciation of Property and Equipment—Depreciation is based on the estimated useful lives of the assets and is
calculated on the straight-line and accelerated methods.

(G) Classification—Certain reclassifications have been made to the prior years to conform to the reporting categories
used in 1990.
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(2) BROKERAGE SUBSIDIARY

The Westcap Corporation and subsidiaries (Westcap), a wholly-owned brokerage firm, has been consolidated ir—————
accompanying financial statements. The Westcap Mortgage Company, a wholly-owned subsidiary of The Westcap Corp——
tion, has been reflected as discontinued operations in the accompanying financial statements. Westcap is subject to thez==—=—x
capital rules adopted and administered by the Securities and Exchange Commission. These capital rules may rez=———
retained earnings as to the payment of dividends if certain financial ratios are not met. A summary of the most ree———=
audited financial information is as follows:

September 30,
1990 1989 1938 Emm—
(In thousands)
Assets:
Cash ... $ 236 164
Receivable from customersand brokers ..................... 20,989 38,258 1=
Trading securities . .......... ... 92,459 29,032 15
Otherassets . ....ccvii it e e e e 61,530 42,196 81
$ 175,214 109,650 11
Liabilities:
Shorttermborrowings . .......... ... ... . . .. 65,946 29,802 15
Payable to customersand brokers . ... ...................... 19,683 29,974 5
Other liabilities . . ... .. ..o 79,624 39,214 77
Stockholders’ equity . .. ... ... . 9,961 10,660 12
$ 175,214 109,650 110
Revenues . ... ... e, $ 25,681 16,453 23
Netincome(loss) ........ .o i $ 32 (1,534)

(3) DEPOSITS WITH REGULATORY AUTHORITIES

The following assets were on deposit with state and other regulatory authorities as required by law at the ermass——
each year:

1990 198 S
(In thousands)
Bonds, at amortized cost . . ... ... . $ 73,465 79~
Certificates of deposit . .. ... .. . $ 210
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(4) STOCKHOLDERS’ EQUITY

Dividends to stockholders can be paid only from the Company's statutory unassigned surplus as determined by account-
ing principles prescribed by insurance regulatory authorities. Statutory unassigned surplus amounted to approximately
$33,826,000 at December 31, 1990, and stockholders’ equity in that amount was available for dividends subject to the tax
effects of distributions from the “policyholders’ surplus account.”

(5) INVESTMENTS
The major components of net investment income are as follows:

Years Ended December 31,
1990 1989 1988
(In thousands)

Investment income:

Interest on bonds . ... o i it e $ 133,316 106,481 82,952
Intereston mortgageloans .............. ... .. 11,877 10,232 8,514
Interestonpolicyloans . ......... ... ... ... . . i ., 11,204 9,651 7,877
Other investmentincome ...........ut it 5,910 5,801 3,578
Total investmentincome . ......... i 162,307 132,165 102,921
Investment expenses ......... . ... i e 2,369 2,422 2,587
Net investmentincome ...........co i, $ 159,938 129,743 100,334

Investments of the following amounts were non-income producing for the preceding twelve months:

December 31,

Type of Investment 1990 1989
(In thousands)
BOnds . .o e e e e $ 1,355 1,891
StOCKS Lt e e $ 603 731
Mortgage loans . . . ..o ittt e $ 129 2,721
Otherlongterminvestments ... ... ... . it it e $ 3,671 2,161

As of December 31, 1990, mortgage loans totaling $2,918,522 were on a nonaccrual status. During 1990, 1989, and
1988, reduction in interest income associated with nonaccrual loans was as follows:

December 31,
1990 1989 1988
(In thousands)

Interestatcontractrate . . ... ittt e $ 300 1,013 980
Interest incomerecognized .. ....... ... .. . ... . o, 0 0 0
Interest incomenotaccrued .......... ... .. . ... ... $ 300 1,013 980
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At December 31, 1990 and 1989, the Company had approximately $72,196,000 and $64,343,000 of mortgage loans, net
of loss provisions, in which the underlying collateral was located in Texas. This represents a concentration of 62% and
61%, respectively, of total mortgage loans in Texas-based properties. With regard to the origination of mortgage loans, it is
the Company’s policy for mortgage loans not to exceed 80% of the appraised values of the underlying collateral.

The Company held in its bond portfolio high-yield debt securities, net of loss provisions, of approximately $63,156,000
and $114,625,000 at December 31, 1990 and 1989, respectively. This represents approximately 4.3% and 9.8% of the total
bond portfolio. These high-yield debt securities often have common characteristics in that they are usually unsecured and
are often subordinated to other creditors of the borrower or issuer. Additionally, the issuers of the high-yield debt securities
usually have high levels of indebtedness and are more sensitive to adverse economic conditions.

The table below presents an analysis of realized investment gains and losses and the increase or decrease in unrealized
losses on bonds and investments in marketable equity securities:

Year Ended December 31, 1990:
Bonds .......... .. ... ... ... . . ...

Bonds ............. .. ... ... .....

Bonds .......... ... ... .. .. .. ....

(Increase)
Net Decrease
Realized in Total
Investment Unrealized Investment
Gains Investment Gains
(Losses) Losses (Losses)
(In thousands)
................... $ (15,310) (17,358) (32,668)
................... 14 (264) (250)
................... (1,775) 0 (1,775)
................... $ (17,071) (17,622) (34,693)
................... $ (1,735) 25,138 23,403
................... (550) 886 336
................... (743) 0 (743)
................... $ (3,028) 26,024 22,996
................... $ (1,353) (13,278) (14,631)
................... 44 (15) 29
................... (3,020) 0 (3,020)
................... $ (4,329) (13,293) (17,622)
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The table below presents amortized cost and estimated market values of fixed maturities and short-term investments at

December 31, 1990:

U.S. Treasury securities and obligations

of U.S. government corporations and

agencies (including U.S. mortgage-backed

securities) . ..... .. ..
Obligations of states and political

subdivisions . . ...... .. Lo i,
Debt securities issued by

foreign governments . ......................
Corporatesecurities . . . .. ... v e i
Mortgage-backed securities ....................

Total ... .

Gross Gross Estimated
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
(In thousands)

472,249 8,003 (820) 479,432
17,493 261 (12) 17,742
7,425 75 (78) 7,422
708,352 4,683 (35,198) 677,837
300,073 3,046 (3,243) 299,876
1,505,592 16,068 (39,351) 1,482,309

The amortized cost and estimated market values of fixed maturities and short-term investments at December 31, 1990,
by contractual maturity, are shown below. Expected maturities will differ from contractual maturities because borrowers
may have the right to call or prepay obligations with or without call or prepayment penalties.

Estimated
Amortized Market
Cost Value
(In thousands)

Dueinoneyear Or less . .... ..ttt ittt et et e e $ 29,212 29,189
Due after one year throughfiveyears .. ....... ... .. . o i, 147,294 142,890
Due after five years throughtenyears ............. ... oo .. 433,286 411,374
Dueaftertenyears .. ......c. i e e 127,679 124,021
737,471 707,474

Mortgage-backed securities . ... .. ... . e 768,121 774,835
Total .. e e e $ 1,505,592 1,482,309

Proceeds from sales of investments in fixed maturities and short-term investments during 1990 were $228,497,000.
Gross gains of $5,198,000 and gross losses of $9,091,000 were realized on those sales.
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(6) PARTICIPATING POLICIES

The Company has issued participating policies which entitle the policyholders to participate in cash and, in certain
instances, in stock dividends paid to stockholders. The participating preferences of these special policy plans are
as follows:

(A) Certain participating policies require payment of dividends to policyholders of not less than a specified percentage of
dividends paid to stockholders. Holders of such policies at December 31, 1990, are entitled to dividends equal to an aggre-
gate maximum of less than 1% of dividends paid to holders of the Company’s common stock.

(B) Certain participating policies are entitled to receive policyholder dividends at least equivalent to stockholders’ divi-
dends paid on a designated number of shares of common stock of the Company. Holders of such policies at December 31,
1990, are entitled to receive dividends equivalent to less than 1% of dividends paid to holders of the Cornpany’s common
stock.

All other policyholders’ dividends are apportioned for payment by the Company’s Board of Directors at the beginning of
certain periods of time on participating policies having anniversary dates during such designated periods. These policy-
holders’ dividends are at various rates based upon factors such as the policy plan, loading factor of the plan, and issue date
of policies. The provision for the policyholders’ dividend liability is included in the future policy benefit liabilities.

Retained earnings are allocable to participating policies only when dividends thereon are specifically declared by the
Company's Board of Directors except as noted above. At December 31, 1990, no retained earnings were so allocated.

Participating business constitutes approximately 2% and 2% of the Company's life insurance in force, 11% and 12% of
the life insurance policies in force, and 2% and 3% of the premium revenues and universal life deposits for the years ended
December 31, 1990 and 1989, respectively.

(7) REINSURANCE

The Company is party to several reinsurance agreements. The Company’s general policy is to reinsure that portion of
any risk in excess of $150,000 on the life of any one individual. Life insurance in force in the amounts of $780,000,000 and
$708,000,000 is ceded on a yearly renewable term basis, $796,000 and $826,000 is ceded on a modified coinsurance
basis, and $65,000,000 and $76,000,000 is ceded on a coinsurance basis at December 31, 1990 and 1989, respectively. In
accordance with the reinsurance contracts, credits in the amounts of approximately $13,800,000, $8,300,000, and
$3,200,000 were taken against the liability for future policy benefits at December 31, 1990, 1989, and 1988, respectively.
Premium revenues were reduced by $4,305,000, $3,957,000, and $3,233,000 for reinsurance premiums ceded during the
years ended December 31, 1990, 1989, and 1988, respectively. Benefits were reduced by $5,215,000, $2,018,000, and
$1,706,000 for reinsurance recoverable during the years ended December 31, 1990, 1989, and 1988, respectively. The
Company does not have significant assumed business. A contingent liability exists with respect to such reinsurance which
could become a liability of the Company in the event such reinsurance companies are unable to meet their obligations
under existing reinsurance agreements.
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(8) FEDERAL INCOME TAXES

For Federal income tax purposes prior to January 1, 1984, the Company was taxed on the lesser of taxable investment
income or gain from operations, plus one half of any excess of gain from operations over taxable investment income. The
one half of any excess of gain from operations over taxable investment income not currently taxed, plus certain special
deductions allowed in computing the gain from operations, is accumulated in a special memorandum tax account entitled
policyholders’ surplus.

At December 31, 1990, the Company had accumulated approximately $2,446,000 in its policyholders’ surplus account.
Under the provisions of the 1984 Act, the policyholders’ surplus account is frozen at its December 31, 1983, balance. In
general, amounts accumulated in the policyholders’ surplus account are subject to Federal income taxation (a) to the extent
that policyholders’ surplus exceeds a specified maximum; (b) if distributions to stockholders are made in excess of the
shareholders’ surplus account; or (c) if a company ceases to be a life insurance company as defined by the Internal Revenue
Code. Deferred Federal income taxes have not been provided on the amounts accumulated in the policyholders’ surplus
account, since the Company does not anticipate any other transaction that would cause any part of this amount to become
taxable. Should the balance in the policyholders’ surplus account at December 31, 1990, become taxable, the Federal
income tax computed at present rates would be approximately $832,000.

Deferred Federal income taxes result from timing differences in the recognition of certain items for tax and financial
statement purposes. The sources of these differences and the approximate tax effect of each are as follows:

Years Ended December 31,
1990 1989 1988
(In thousands)

Policy acquisition costs expensed for tax purposes

and deferred for financial accounting purposes .. .............. $ 14,021 14,503 10,980
Excess of the increase in the liability for future

policy benefits for tax purposes over the increase

for financial statement purposes . ........... ... ... o L, (11,527) (14,430) (10,653)
Use of tax operating lossdeduction . .............. ... ... ...... 0 0 3,013
Investment income recognized for tax purposes and

deferred for financial accountingpurposes . . .................. (446) (497) (468)

Accretion of bond discount recognized for
financial accounting purposes and deferred

fOr tax PUIPOSES . . .ottt it ettt et (738) 540 598
Difference in tax accounting and financial

accounting for asset valuationallowances .................... (5,632) (564) (1,236)
Amounts expensed for financial accounting

not currently taxdeductible . . ... ....... ... o oo oo (199) 300 (340)
Realized capital lossesnot utilized . . ......... ... ... .. 1,885 0 0
15 Y=Y O 59 441 (38)

Deferred tax expense (benefit) per accompanying
financial statements . ........ ... . e $ (2,577) 293 1,856
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The provisions for Federal income taxes vary from amounts computed by applying the statutory income tax rate to earn-
ings from continuing operations before Federal income taxes. The reasons for the differences, and the tax effects thereof,
are as follows:

Years Ended December 31,
1990 1989 1988
(In thousands)

Income tax expense (benefit) at the statutoryrate ................ $ (665) 368 2,939
Dividends receiveddeduction . .......... ... .. ... i, (209) (198) (207)
Amortization of life interest in the

Libbie Shearn Moody Trust . ...........ccciiiiinnnnn. 91 90 89
Rate difference on operating loss carry-back .................... 0 (222) 0
Realized capital losses notutilized . . ............ ... ... ... ... 1,885 0 0
Other . oo e e 3 (92) (19)
Provision (benefit) for Federal income taxes

per accompanying financial statements . ..................... $ 1,099 (54) 2,802

At December 31, 1990, the Company has a capital loss carry-forward for financial statement purposes of approximately
$5,544,000.

The Company and Westcap file separate income tax returns for Federal income tax purposes.
In December, 1987, FAS No. 96 on Accounting for Income Taxes was issued. It was to be effective for fiscal years begin-
ning after December 15, 1988, but has been delayed until fiscal years beginning after December 15, 1991, by FAS No. 103.

Although the Company has not completed calculations regarding implementation of FAS No. 96, preliminary calculations
indicate that as of December 31, 1990, there will be no significant impact on stockholders’ equity.

(9) EARNINGS PER SHARE

Earnings per share of common stock are based on the weighted average number of such shares outstanding during each
year. The weighted average shares outstanding were 3,477,842, 3,477,862 and 3,477,862, for the years ended December
31, 1990, 1989, and 1988, respectively.
(10) TRANSACTIONS WITH CONTROLLING STOCKHOLDER AND AFFILIATES

(A) Life Interest in Libbie Shearn Moody Trust—The Company is the beneficial owner of a life interest (1/8 share), pre-

viously owned by Mr. Robert L. Moody, Chairman of the Board of Directors of the Company, in the trust estate of Libbie
Shearn Moody.
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The recorded amount of the Company's life interest in the Trust is summarized below:

December 31,

1990 1989
(In thousands)
Original valuation of life interest at February 26,1960 ........................ $ 13,793 13,793
Less accumulated amortization . .......... .. ... . . . (7,210) (6,943)
Net asset value of life interest in Trust . ... ... .00ttt $ 6,583 6,850

In 1989, the Company was the beneficiary of life insurance on Mr. Moody'’s life in the amount of $12,775,000, all of which
was issued by the Company and was reinsured through agreements with unaffiliated insurance companies. These policies
were surrendered during 1990 and the Company issued new term insurance policies, which accumulate no cash value, in
the amount of $27,000,000. The Company is the beneficiary of these new policies which are also reinsured through agree-
ments with unaffiliated insurance companies. The previous policies were surrendered and new policies were issued in con-
junction with a revaluation of the Trust for statutory accounting purposes.

Income from the Trust and related expenses reflected in the accompanying consolidated statements of operations are
summarized as follows:

Years Ended December 31,

1990 1989 1988
(In thousands)

Incomedistributions . .. ... ... $ 2,158 2,016 1,820
Add (deduct):

Amortization .. ... .. L (267) (265) (262)

Reinsurance premiums . .............. . ... .. (19) (109) (100)

Increase (decrease) in surrender value of life

insurance policies . ............ ... (41) 3 35

Loss on surrender of life insurance policies . .................. (266) 0 0

Net income from life interestinthe Trust . . ... .................. $ 1,565 1,645 1,493

The accompanying statements also reflect liabilities for future policy benefits related to these policies in the amounts of
$44,000 and $1,270,000 at December 31, 1990 and 1989, respectively.

(B) Common Stock—Mr. Robert L. Moody, Chairman of the Board of Directors, owns 198,074 of the total outstanding
shares of the Company’s Class B common stock and 1,161,760 of the Class A common stock.
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Holders of the Company's Class A common stock elect one third of the Board of Directors of the Company, and holders
of the Class B common stock elect the remainder of the Company’s Board of Directors. Any cash or in-kind dividends paid
on each share of Class B common stock shall be only one-half of the cash or in-kind dividends paid on each share of Class
A common stock. In addition, upon liquidation of the Company, the Class A stockholders shall first receive the par value of
their shares; then the Class B stockholders shall receive the par value of their shares; and the remaining net assets of the
Company shall be divided between the stockholders of both Class A and Class B common stock, based on the number of

shares held.

(11) PENSION PLAN

The National Western Life Insurance Company Pension Plan is a noncontributory pension plan covering substantially all
full-time employees. The plan provides benefits based on the participants’ years of service and compensation. The Com-
pany makes annual contributions to the plan that comply with the minimum funding provisions of the Employee Retire-

ment Income Security Act.

Pension costs (credits) included the following components:

1990 1989 1988
(In thousands)
Service cost-benefits earned duringtheperiod . . ................. $ 290 287 150
Interest cost on projected benefit obligations .. .................. 401 368 306
Actual returnonplanassets . ............. . . i (591) (85) (221)
Net amortizationand deferral ................. ... ... . ..... 181 (321) (204)
Netpensioncost ........ ... .. . . i $ 281 249 31

The following sets forth the plan’s funded status and the related amounts recognized in the Company's balance sheet

as of:

December 31,

1990 1989

(In thousands)

Actuarial present value of benefit obligations:
Accumulated benefit obligations, including vested

benefits of $5,033,000 and $3,845,000, respectively ...................... $ (5,108) (3,903)
Projected benefit obligations for service renderedtodate ...................... $ (5,736) (4,932)
Plan assets at fair market value primarily consisting

of cash equivalents and fixed income securities ........................... 4,961 4,568
Projected benefit obligations in excess of planassets ......................... (775) (364)
Unrecognized net transitional obligation (asset) at

January 1, 1987, being recognized over employees’

average remaining serviceof 15years .......... ... . ... i (594) (649)
Unrecognized net losses (gains) from past experience

different fromthatassumed . .. ... .. ... . . L 1,082 1,007
Accrued PeNSION COSt . .. vttt ittt e e e $ (287) (6)
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The discount rate used in determining the actuarial present value of the projected benefit obligation was 8.0% and 8.5%
for 1990 and 1989, respectively. The projected increase in future compensation levels was based on a rate of 6.5% for 1990
and 1989. The projected long-term rate of return on plan assets was 8.5% for 1990 and 1989.

In December, 1990, the FASB issued FAS No. 106, “Employers’ Accounting for Post Retirement Benefits Other than Pen-
sions.” FAS No. 106 establishes accounting standards for employers’ accounting for, primarily, post retirement health care
benefits. The statement is effective for fiscal years beginning after December 15, 1992. Since the Company currently pays
no such benefits, implementation is expected to have no impact on the results of operations of the Company.

(12) SHORT-TERM BORROWINGS

Certain subsidiaries of the Company’s brokerage subsidiary (Westcap) have arrangements with a financial institution
whereby the institution performs clearing functions for all securities transactions with customers and brokers and dealers.
These arrangements include revolving line of credit agreements which bear interest at variable rates based on Federal
funds rates and are due on demand. Borrowings under these arrangements are guaranteed by Westcap and collateralized
by trading securities and certain customers’ and brokers’ and dealers’ unpaid securities, which at September 30, 1990 and
1989 (the subsidiary'’s fiscal year end), had a market value of approximately $71,840,000 and $36,689,000, respectively.
The average interest rate on the borrowings for the years ended September 30, 1990 and 1989, was 9.51% and 10.55%,
respectively.

(13) COMMITMENTS AND CONTINGENCIES

The Company was a defendant in a lawsuit seeking recovery of certain values of life insurance policies pledged as collat-
eral for debentures which at December 31, 1989, had a book value of $8,000,000, but a market value of zero due to the
insolvency of the issuer. In 1991 a court ruled that the collateral assignment was not enforceable. As a result, the Company
recorded a loss of $8,000,000 in 1990. This loss has been reflected in other insurance operating expenses in the accompa-
nying financial statements. The Company is currently considering an appeal of the court ruling.

The Company is also a defendant in a lawsuit alleging various violations by the Company of the Employee Retirement
Income Security Act of 1974. The alleged violations stem from the establishment of an employee benefit pension plan (the
Plan) and the Company’s sale of group annuity contracts to the Plan. The suit seeks several claims including restoration of
all assets wrongfully paid and punitive damages in an unspecified amount. The Company has vigorously defended the case
and, absent a settlement, expects to continue to do so. Absent an agreed settlement, the likelihood of a damage award by
the court against the Company is probable. However, the Company would likely appeal an unfavorable judgment, and the
Company is unable to estimate the amount or range of any potential loss should the final outcome of these proceedings be
unfavorable to the Company.

The Company is a defendant in several other lawsuits, substantially all of which are in the normal course of business. In

the opinion of management of the Company, the liability, if any, which may arise from these lawsuits would not have a
material adverse effect on the Company’s consolidated financial condition.
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In the normal course of business, the Company’s brokerage subsidiary (Westcap) enters into when-issued, underwriting,
forward, and futures contracts principally related to mortgage-backed, U.S. Government, and municipal securities issues
which have settlement dates ranging from several weeks to several months after the trade date. Revenues and expenses
related to such contracts are recorded on settlement date: Risks arise from the possible inability of counterparties to meet
the terms of their contracts and from movements in securities’ values and interest rates. As of September 30, 1990 (the
subsidiary’s fiscal year end), unsettled forward purchase and sale contracts approximated $210,299,000 and $265,904,000,
respectively, substantially all of which are matched. In the opinion of management, the settlement of these transactions is
not expected to have a material effect on Westcap’s consolidated financial condition.

(14) FOREIGN SALES

Total premium revenues and universal life deposits related to life insurance written in foreign countries, primarily Central
and South America, was approximately $49,200,000, $41,900,000, and $37,400,000 for the years ended December 31,
1990, 1989, and 1988, respectively.
(15) SIGNIFICANT AGENCY RELATIONSHIPS

A significant portion of the Company's universal life and investment annuity contracts are written through one agency.
Such business accounted for approximately 81 %, 81 %, and 67% of total premium revenues and total universal life and
investment annuity contract deposits for 1990, 1989, and 1988, respectively.
(16) SEGMENT INFORMATION

Information concerning the Company’s two industry segments follows:

Life
Insurance Brokerage Consolidated
Business Business Eliminations Amounts
(In thousands)
Gross revenues:
1990 .. ... $ 200,347 25,681 (230) 225,798
1989 ... 176,337 16,453 (230) 192,560
1988 .. ... e 144,435 23,686 (192) 167,929
Net earnings (loss)
1990 ... e (4,782) 32 0 (4,750)
1989 ... e 2,143 (1,534) 0 609
1088 ... 4,856 732 0 5,588
ldentifiable assets:
1990 ... .. e 2,125,048 175,214 (11,981) 2,288,281
1989 ... 1,811,191 109,650 (12,660) 1,908,181
1988 ... 1,414,497 110,307 (14,214) 1,510,590
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(17) UNAUDITED QUARTERLY FINANCIAL DATA

Quarterly results of operations are summarized as follows:

First Second Third Fourth
Quarter Quarter Quarter Quarter
(In thousands except per share data)

1990:
Revenues .......... ... . ... $ 56,347 55,199 57,881 56,371
Earnings (loss) from

continuing operations ...................... 1,426 781 2,315 (7,577)
Earnings (loss) from

discontinued operations . .................... 16 (146) (249) (1,316)
Net earnings(loss) .. ... ... 1,442 635 2,066 (8,893)
Per share:
Earnings (loss) from

continuing operations . ..................... 0.41 0.22 0.66 (2.17)
Earnings (loss) from

discontinued operations . .................... 0.01 (0.04) (0.07) (0.39)
Net earnings(loss) .. ......... ..., 0.42 0.18 0.59 (2.56)
1989:
Revenues .......... ... .. $ 42,509 43,168 50,418 56,465
Earnings (loss) from

continuing operations . ..................... (1,889) (132) 1,519 1,639
Earnings (loss) from

discontinued operations . .................... 22 4 (68) (486)
Netearnings(loss) ..., (1,867) (128) 1,451 1,153
Per share:
Earnings (loss) from

continuing operations ...................... (0.54) (0.04) 0.43 0.48
Earnings (loss) from

discontinued operations . .................... 0.01 0.00 (0.02) 0.19)
Netearnings(loss) .. ... viiiii ... (0.53) (0.04) 041 0.34

The above quarterly financial data has been restated to reflect the results of operations of Westcap Mortgage Company
as discontinued operations.

The fourth quarter net loss in 1990 reflects the following significant items:
(A) An operating loss of $8,000,000 resulting from a lawsuit (see footnote 13),

(B) A write-down of approximately $1,400,000 related to discontinued operations of Westcap Mortgage Company (see foot-
note 18), and

(C) Realized losses of approximately $3,577,000 resulting from write-downs of bonds and increases in allowances for possi-
ble losses for real estate acquired by foreclosure and mortgage loans.
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(18) DISCONTINUED OPERATIONS

On December 10, 1990, the Board of Directors of Westcap Mortgage Company (Westcap Mortgage), a subsidiary of The
Westcap Corporation (Westcap), approved a plan for the complete dissolution and liquidation of Westcap Mortgage. Man-
agement plans to sell the assets of Westcap Mortgage in an orderly manner. The disposal is expected to be completed by
August, 1991. In connection with this plan of liquidation, Westcap Mortgage recorded a write-down of approximately
$1,400,000 to value assets at estimated fair value and to reflect estimated losses on disposition, including estimated future
costs and operating results from the segment through the date of complete liquidation. As a result of the plan and in
accordance with generally accepted accounting principles, the assets and liabilities of Westcap Mortgage as of September
30, 1990 and 1989 (the subsidiary’s fiscal year end), have been reclassified on the consolidated balance sheets from the his-
toric classification to separately identify them as assets and liabilities of the discontinued operations. The assets of the dis-
continued operations as of September 30, 1990 and 1989, consist primarily of first mortgage loans held for sale and loan
administration contracts, and the liabilities of the discontinued operations consist primarily of notes payable to banks.

Revenues of Westcap Mortgage totalled $4,128,000, $3,600,000 and $1,092,000 for the years ended September 30,
1990, 1989 and 1988, respectively. Expenses of Westcap Mortgage totalled $4,841,000, $4,128,000 and $1,347,000 for the
years ended September 30, 1990, 1989 and 1988, respectively. The consolidated financial statements reflect the loss from
operations of the discontinued subsidiary for the year ended September 30, 1990, and the estimated loss on liquidation of
the subsidiary separately in the accompanying consolidated financial statements, net of related Federal income tax benefits
computed at statutory rates.

At September 30, 1990 and 1989, Westcap Mortgage had $11,357,000 and $15,351,000, respectively, outstanding under
a revolving loan agreement. The loan is collateralized by mortgage loans with market values of approximately $11,904,000
and $16,020,000 at September 30, 1990 and 1989, respectively. The loan is guaranteed by Westcap and matures January
31, 1991. The loan agreement contains various covenants, one of which requires capital maintenance minimums to be
maintained by Westcap Mortgage. Westcap Mortgage was not in compliance with this covenant after the above-mentioned
write-down; however, the lending bank has agreed to extend the term of the loan a sufficient time period for Westcap Mort-
gage to effect the orderly disposal of assets in accordance with the plan of liquidation. Management believes the loan will
be repaid from liquidation of the loans collateralizing the indebtedness and therefore Westcap's guarantee will not be called
on to liquidate the loan. Should Westcap be required to fulfill its guarantee, it will do so.

In accordance with its normal business operations, Westcap Mortgage is required to meet minimum net worth require-
ments established by the Government National Mortgage Association and Department of Housing and Urban Develop-
ment. Westcap Mortgage was in compliance with these requirements at September 30, 1990 and 1989.

Westcap Mortgage had commitments to sell loans to investors totalling approximately $33,301,000 and $19,370,000 at
September 30, 1990 and 1989, respectively. Westcap Mortgage held approximately $14,064,000 and $18,007,000 of loans
in inventory at September 30, 1990 and 1989, to satisfy the commitments. In addition, Westcap Mortgage had issued com-
mitments to purchase and originate approximately $25,045,000 and $6,268,000 of mortgage loans at September 30, 1990
and 1989, respectively. The resulting gains and losses associated with fulfilling the outstanding commitments at September
30, 1990, as well as estimated results from open commitments as of December 10, 1990, have been reflected as a compo-
nent of loss on disposal of discontinued operations.
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Independent Auditors’ Report

The Board of Directors and Stockholders
National Western Life Insurance Company
Austin, Texas

We have audited the accompanying consolidated balance sheets of National Western Life Insurance Company and sub-
sidiaries as of December 31, 1990 and 1989, and the related consolidated statements of operations, stockholders’ equity
and cash flows for each of the years in the three-year period ended December 31, 1990. These consolidated financial state-
ments are the responsibility of the Company's management. Our responsibility is to express an opinion on these consoli-
dated financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate-
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of National Western Life Insurance Company and subsidiaries at December 31, 1990 and 1989, and the results of
their operations and their cash flows for each of the years in the three-year period ended December 31, 1990, in conformity
with generally accepted accounting principles.

Austin, Texas
March 20, 1991 KPM@G Peat Marwick
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Five-Year Financial Review

The following five-year financial summary includes comparative amounts taken from the audited financial statements:

Years Ended December 31,

1990 1989 1988 1987 1986
(Amounts in Thousands except Per Share Statistics)
Premiumincome .............. $ 22,895 25,920 28,740 30,902 257,663
Universal life and investment
annuity contract revenues . ... .. 33,777 22,974 18,994 14,903 0
Net investment income . ....... .. 159,938 129,743 100,334 81,176 62,137
Brokeragerevenues ............ 25,681 16,453 23,686 25,501 37,982
Otherincome ................. 578 498 504 232 745
Realized losses
oninvestments .............. (17,071) (3,028) (4,329) (1,546) 0
Totalincome .............. 225,798 192,560 167,929 151,168 358,527
Policyholder benefits . . . ....... .. (159,220) (133,711) (103,186) (86,367) (256,362)
Commissions and other
insurance expenses ........... (45,718) (39,689) (34,022) (29,030) (56,113)
Brokerage expenses ............ (22,816) (18,077) (22,076) (23,876) (30,086)
Totalexpenses .. ........... (227,754) (191,477) (159,284) (139,273) (342,561)
Benefit (Provision) for
Federal incometaxes........ .. (1,099) 54 (2,802) (4,434) 6,172)
Earnings (loss) from
continuing operations ......... (3,055) 1,137 5,843 7,461 9,794
Loss from discontinued
operations . . . ............... (1,695) (528) (255) 0 0
Realized gains
oninvestments .............. 0 0 0 0 2,937
Net earnings (loss) . ....... .. $ (4,750) 609 5,588 7,461 12,731
Per Share:
Earnings (loss) from
continuing operations ......... $ (0.88) 033 1.68 2.15 2.81
Loss from discontinued
operations . . ................ (0.49) (0.15) (0.07) 0.00 0.00
Realized gains
oninvestments .............. 0.00 0.00 0.00 0.00 0.85
Net earnings (loss) ........ .. $ (1.37) 0.18 1.61 2.15 3.66
Totalassets ................... $ 2,288,281 1,908,181 1,510,590 1,272,128 989,495
Total liabilities . . . .............. $ 2,192,123 1,807,009 1,410,913 1,177,850 901,791
Stockholders’ equity . ......... .. $ 96,158 101,172 99,677 94,278 87,704

NOTE: Staternent of Financial Accounting Standards (FAS) No. 97 was implemented in 1989, with restatement for 1988
and 1987. The year 1986 has not been restated for FAS No. 97. Revenues from universal life and investment annuity con-
tracts are shown separately in lieu of being included in premium income and the change in liability for future policy bene-
fits. Realized gains and losses for 1987, 1988, 1989, and 1990 have been reported on a pretax basis with other income.
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Management’s Discussion and Analysis of
_ Financial Condition and Results of Operations _

General

The Company is a life insurance company, chartered in the State of Colorado in 1956, and doing business in forty-three
states and the District of Columbia. It also accepts applications from and issues policies to residents of Central and South
American countries. These policies are issued in the United States and account for approximately twelve percent of the
Company’s total premium revenues, universal life, and investment annuity contract deposits. The Company ranks among
the top ten percent of all life insurance companies by size. The primary products marketed by the Company are its univer-
sal life and flexible premium annuity products. Most of the Company’s new business comes from the development of a
market and the design and marketing of a specific product for that market. As this method of operation has proven suc-
cessful, there are no immediate plans to make any material changes in marketing operations. The Company has two
wholly-owned subsidiaries, The Westcap Corporation and Commercial Adjusters, Inc. Westcap's principal activity is that of
a U.S. Government and Municipal Securities Dealer, and Commercial Adjusters is an inactive corporation, previously

engaged in premium financing. The Company foresees no immediate material changes in its plans for continued con-
trolled growth.

Summary

The following table sets forth for the periods indicated (1) percentages which certain items reflected in the financial data
bear to total revenues of the Company and (2) the percentage increase or decrease of such items as compared to the indi-
cated prior period:

Relationship to Total Period to Period
Revenues Increase (Decrease)
Years Ended December 31, Years Ended
1990 1989 1988 1989-90 1988-89

Premiumrevenues .............. 10.1% 13.5% 17.1% 11.7)% (9.8)%
Universal life and investment annuity

contract revenues ............. 15.0 11.9 11.3 47.0 21.0
Net investment income ........... 70.8 67.4 59.8 233 29.3
Brokerage revenues ............. 114 85 14.1 56.1 (30.5)
Otherincome .................. 0.3 0.3 0.3 16.1 (1.2)
Realized investment losses ........ (7.6) (1.6) (2.6) 463.8 (30.0)
Totalrevenues . ................. 100.0 100.0 100.0 17.3 14.7
Policyholder benefits . . . .......... (13.8) (16.8) (17.1) (3.6) 11.8
Universal life and investment annuity

contract interest .............. (56.8) (52.7) (44.3) 26.3 36.5
Commissions and other expenses . . . (20.2) (20.6) (20.3) 15.2 16.7
Brokerage expenses ............. (10.1) (9.4) (13.1) 26.2 (18.1)
Provision for Federal income taxes .. (0.5) 0.1 (1.7) 2,135.2 (101.9)
Loss from discontinued operations . . (0.7) (0.3) (0.2) 221.0 107.1
Net earnings(loss) .............. 2.1)% 0.3% 3.3% (880.0)% (89.1)%
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Investment In Debt Securities

It had been the Company’s investment policy since 1984 to invest a small amount of funds in high-yield debt securities.
These high-yield debt securities are commonly referred to as junk bonds and have different inherent risks than other debt
securities held by the Company. The risk of loss upon default by the issuer is significantly greater for these high-yield debt
securities in that they are usually unsecured and are often subordinated to other creditors of the borrower or issuer. Addi-
tionally, the issuers of the high-yield debt securities usually have high levels of indebtedness and are more sensitive to
adverse economic conditions such as recessions or increasing interest rates.

The Company’s investment policy has also included investing some amounts in non-investment grade debt securities.
Debt securities are classified as either investment grade or non-investment grade based on published ratings. High-yield
debt securities can be either classification but are often of non-investment grade quality due to the risks described above.
The following table reflects the Company’s holdings of high-yield and non-investment grade debt securities, net of loss pro-
visions, at December 31, 1990 and 1989.

December 31, 1990

Amortized Market % of Bond
Cost Value Portfolio

(In thousands)

High-yield debt securities:

Investmentgrade .............. ... $ 3,645 3,707 0.3%
Non-investmentgrade . .. ......... ... ... ... . 59,511 45,613 4.0%
63,156 49,320 4.3%

Other non-investment grade
debt securities .......... .. . . 61,749 55,465 4.1%
Totals ... e $ 124,905 104,785 8.4%

December 31, 1989

Amortized Market % of Bond
Cost Value Portfolio

(In thousands)

High-yield debt securities:

Investmentgrade .......... ... . . ... e $ 70,679 69,047 6.0%
Non-investmentgrade . . .......... ... v, 43,946 37,862 3.8%
114,625 106,909 9.8%

Other non-investment grade
debtsecurities ......... ... i e 47,167 41,727 4.1%
TOtalS .« ot e e $ 161,792 148,636 13.9%
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During 1990 the Company had a change in bond portfolio managers. With this change and the continued deterioration
of the non-investment grade and high-yield debt securities market, the Company decided to make some changes in its
portfolio management strategy. While the Company’s overall strategy still includes the general intent and ability to hold
bonds to maturity, there is also a goal to upgrade the quality of the bond portfolio. Accordingly, the Company has limited
any new bond purchases to only investment grade securities and has disallowed the purchase of any securities considered
to be high-yield or junk bonds. In addition, if favorable market conditions exist with respect to certain securities, the Com-
pany may take the opportunity to sell the security or group of securities. This is done in conjunction with a purchase of a
higher rated security or group of securities with similar overall investment yields. A significant portion of the bond sales in
1990 were a result of this strategy.

At December 31, 1990, the market value of the Company’s bond portfolio was approximately $1.457 billion compared to
a book value of $1.480 billion. This reflects a net unrealized loss of approximately $23 million on the bond portfolio which
was caused primarily by adverse overall economic conditions during the latter part of 1990. While the total net unrealized
loss represents a significant amount in relation to the Company’s net worth and regulatory capital requirements, the over-
riding goal of the Company’s portfolio management strategy is the intent and ability to hold bonds to maturity. Accord-
ingly, the Company does not anticipate realization of a significant amount of this net unrealized loss.

Investment in Mortgage Loans and Real Estate

At December 31, 1990 and 1989, the Company had, net of loss provisions, approximately $72,196,000 and $64,343,000,
respectively, in mortgage loans and approximately $10,250,000 and $10,403,000, respectively, in real estate held for
investment in which the property or underlying collateral was located in Texas. This represents a concentration of 62% and
61%, respectively, of total mortgage loans in Texas-based properties. All of the real estate held for investment is in Texas-
based properties. High investment concentrations such as these in limited geographic areas can increase the risks associ-
ated with holding such investments should the economy or market conditions deteriorate in the area. The impact on the
Company’s financial position could be reductions in investment income and increases in realized losses on investments as
well as negative effects on liquidity and the availability of capital resources.

With the downturn in the economy and real estate market in Texas in the mid 1980’s, some of these Texas-based mort-
gage loans, as well as mortgage loans in other states, were identified by the Company as at-risk loans. As a result, over the
past several years, realized losses on investments as well as reduced investment income was recognized on these mortgage
loans. With the timely identification of these at-risk loans, the Company has taken appropriate action over the past several
years to record these mortgage loans at their net realizable value which includes allowances for possible losses of
$3,075,000 and $2,300,000 at December 31, 1990 and 1989, respectively. The Company does not anticipate significant
increases in the allowances for possible losses in the near future.

Although 100% of the Company’s real estate held for investment is in Texas, these holdings are less than one percent of
the Company’s entire investment portfolio at December 31, 1990 and 1989, and are not considered a sizable at-risk concen-
tration. Also, unlike the mortgage loans described above, there has been no negative impact on the financial condition of
the Company as a result of this real estate held for investment and none is anticipated in the near future.

At December 31, 1990 and 1989, the Company had approximately $12,050,000 and $9,798,000, respectively, of mort-
gage loans with restructured terms. Due to these restructured terms, there was a reduction in investment income for the
years ended December 31, 1990 and 1989, of approximately $529,000 and $314,000, respectively, as compared to the
income that would have been recognized under the original terms. The Company anticipates similar future reductions in
investment income related to these particular loans.
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The Company has real estate acquired by foreclosure, net of allowances for possible losses, of approximately
$15,608,000 and $15,034,000 at December 31, 1990 and 1989, respectively. These real estate holdings consist primarily of
income-producing properties which are being operated by the Company until the decision is made for their sale under
proper market conditions. The Company recognized operating losses on these properties of approximately $87,000 and
$768,000 for the years ended December 31, 1990 and 1989, respectively. The Company anticipates that these properties
will continue to produce small operating losses until either the properties are sold or there is a significant improvement in
the Texas economy and real estate market. As with the mortgage loans described above, the Company has taken appropri-
ate steps over the past several years to record these foreclosed properties at their net realizable value and, therefore, the
Company does not anticipate significant increases in the allowances for possible losses in the near future.

The Company has made repairs and capital improvements to keep the foreclosed properties in good condition and will
continue this maintenance as needed. However, the amounts expended for this maintenance have not had a significant
impact on the Company’s liquidity and capital resources, and such maintenance is not foreseen to have a significant impact
in the future.

Discontinued Subsidiary Operations

The Westcap Mortgage Company (Westcap Mortgage) has experienced deteriorating operating results over the past sev-
eral years. This performance has been caused primarily by depressed real estate market conditions and intense industry
competition. With no foreseen improvement in market conditions and operating results, the Company approved a plan on
December 10, 1990, for the complete dissolution and liquidation of Westcap Mortgage. The Company plans to sell the
assets of Westcap Mortgage in an orderly manner, with disposal expected to be completed by August, 1991. In connection
with this plan of liquidation, Westcap Mortgage recorded a write-down of approximately $982,000, net of tax, to value
assets at estimated fair value and to reflect estimated losses on disposition, including estimated future costs and operating
results from the segment through the date of complete liquidation. The consolidated financial statements also include the
loss from operations of Westcap Mortgage of approximately $713,000, net of tax, for the year ended December 31, 1990.

Results of Operations

Premium Revenues: This revenue category represents the premiums on traditional type policies which the Company
continues to market. Sales in most all of the Company's markets are moving toward the non-traditional type policies such
as universal life and investment annuities. This move in market direction accounts for the decrease in revenues in this cate-
gory over the three-year period.

Universal Life and Investment Annuity Contract Revenues: This caption results from implementation of FAS No. 97,
which provides for different accounting for the Company’s non-traditional products including universal life and investment
annuities. Revenues from these types of policies have increased from $19.0 million in 1988 to $33.8 million in 1990. There
is every indication that the trend toward increasing production in this market will continue.
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Investment Income: Net cash flow resulting from increasing life and annuity production has increased total invested
assets to $1.9 billion at the end of 1990, compared to $1.6 billion in 1989 and $1.3 billion in 1988. The increases in invested
assets produced net investment income of $159.9 million in 1990, compared to $129.7 million in 1989 and $100.3 million
in 1988. This growth trend is expected to continue as life and annuity production continues to increase. The increase in
investment income is mainly attributable to the growth in invested assets. During 1990 net investment income increased
23% on an increase of 23% in invested assets. High-yield debt securities were not a material factor in these increases, as
investments in high-yield debt securities decreased by 45% during 1990. High-yield debt securities accounted for less than
5% of the bond portfolio and approximately 10% of income from the bond portfolio and 8% of total investment income in
1990.

Brokerage Revenues: These revenues were derived from the Company’s wholly-owned subsidiary, The Westcap Corpora-
tion. Revenues for 1990, 1989, and 1988 were $25.7 million, $16.5 million, and $23.7 million, respectively. The decrease in
1989 was primarily the result of adverse bond market conditions.

Policyholder Benefits: This expense item increased steadily over the last three years, primarily resulting from interest
paid on universal life and investment annuity contract funds. This follows closely the change in revenues from these policy

types.

Commissions and Other Expenses: Amounts for this expense category were $45.7 million, $39.7 million, and $34.0 mil-
lion for 1990, 1989, and 1988, respectively. These expenses were relatively constant as related to total revenues in 1988.
The 1989 expenses include an additional $5.2 million of amortization of deferred policy acquisition costs related to a
reduction in surrender charges applicable to certain existing annuity contracts. The 1990 expenses include an $8,000,000
loss resulting from a lawsuit. The Company was a defendant in a lawsuit seeking recovery of certain values of life insurance
policies pledged as collateral for debentures which at December 31, 1989, had a book value of $8,000,000, but a market
value of zero due to the insolvency of the issuer. In 1991 a court ruled that the collateral assignment was not enforceable. As
a result, the Company recorded a loss of $8,000,000 in 1990.

Brokerage Expenses: Expenses for 1990, 1989, and 1988 were $22.8 million, $18.1 million, and $22.1 million, respec-
tively. The major portion of these expenses relate to commission compensation and vary directly with brokerage revenues.

Realized Losses on Investments: Realized losses were $17.1 million, $3.0 million, and $4.3 million for the years 1990,
1989, and 1988, respectively. The losses in the three years include write-downs on Texas real estate or mortgage loans of
$1,325,000, $1,324,000, and $2,777,000, respectively. The Company is closely monitoring the holdings in these catego-
ries in an effort to minimize potential losses. Also included in the losses for the three years were adjustments for permanent
impairments on bonds of $9,627,000, $727,000, and $781,000 in 1990, 1989, and 1988, respectively.

The large loss in 1990 for permanent impairment on bonds consists of realized losses related to high-yield and non-
investment grade debt securities in which the issuers were in poor financial condition or bankrupt. As a result, many of the
securities were in or near default, prompting the recognition of a realized loss, as the securities were deemed permanently
impaired.
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Liquidity and Capital Resources

The liquidity requirements of the Company are met primarily by funds provided from the life insurance operations. Pol-
icy deposits and revenues, investment income, and investment maturities are the primary sources of funds, while invest-
ment purchases and interest on universal life and investment annuity funds are the primary uses of funds. The Company’s
brokerage subsidiary uses revolving lines of credit to complement any funds generated from operations. These lines of
credit are used primarily for clearing functions for all securities transactions with its customers and for warehousing of
mortgage loans. The Company expects future cash flows to be adequate to meet the demands for funds.

The Company has had no long-term debt during 1990 or 1989. There are no present material commitments for capital
expenditures in 1991, and the Company does not anticipate incurring any such commitments through the balance of 1991.

Financial Accounting Standards (FAS) Board Statements

In December, 1987, FAS No. 96, “Accounting for Income Taxes,” was issued. It was to be effective for fiscal years begin-
ning after December 15, 1988. FAS No. 103 postponed the implementation date to fiscal years beginning after December
15, 1991. The Company has reviewed its provisions and anticipates no major problem in implementation. The impact on
stockholders’ equity is not expected to be significant. It is expected that this statement will be implemented in the last quar-
ter of 1992.

In December, 1990, the FASB issued FAS No. 106, “Employers’ Accounting for Post Retirement Benefits Other than Pen-
sions.” FAS No. 106 establishes accounting standards for employers’ accounting for, primarily, post retirement health care
benefits. The statement is effective for fiscal years beginning after December 15, 1992. Since the Company currently pays
no such benefits, implementation is expected to have no impact on the results of the operations of the Company.

Common Stock Prices
Quarter  Ending High Low
3-31 1989 14-1/4 12-5/8
6-30 1989 14-1/2 11-7/8
9.30 1989 13-1/8 11-1/4
12-31 1989 11-3/8 9-7/8
3-31 1990 11-3/8 8-5/8
6-30 1990 9.7/8 8-1/8
9-30 1990 9-1/8 6-3/4
12-31 1990 7-3/4 5-172
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Statutory Balance Sheets

(In thousands)

(Unaudited)
December 31,
1990 1989

ASSETS

Bonds . .. o e e $ 1,489,281 1,169,403
Preferred stocks . .. .o i i e e 5,387 8,239
Common StOCKS . .. oot e e e 8,984 8,589
Mortgage loans . . ...t e e e 115,874 107,443
Real estate . ... i e e 25,341 29,142
Policy loans .. ... . e 147,781 135,344
Collateral loans . . ... ..o i e e 227 249
Income interest in Libbie Shearn Moody Trust . .......... ... ... ... ... ..... 26,400 11,442
Cashonhandandinbanks . .........c.c. i i, 4910 5,765
Short-term INVESEMENES . . . .o oot e e e e e e 25,491 84,525
Premiums deferred and uncollected . .. ... ... . 6,585 7,277
Investment incomedueand accrued ............ .. . ... . e 29,591 27,913
Other @SSeES . .. ottt e e e 3,655 6,859

$ 1,889,507 1,602,190

LIABILITIES, SURPLUS, AND OTHER FUNDS

Adgregate reserve for lifepolicies .. ...... ... .. . ... . $ 1,762,611 1,483,752
Aggregate reserve for accident and health policies . .. ........................ 273 274
Supplementary contracts without life contingencies . ... .............. ... .. .. 940 854
Life claims . ... o e e e e 5,349 4,612
Accidentand healthclaims . ........ ... .. . . . . . 173 165
Policyholders’ dividend, coupon, and
endowment accumulations . ... ... e e 8,109 8,610
Policyholders’ dividend liability . ............ .. .. ... .. . . . 213 245
Other liabilities to policyholders .. ........ ... ... . . . . . . 739 6,855
Commissions, expenses, and taxes dueoraccrued . .......................... 7,585 5,071
Other liabilities . . ... ... . e 34,724 23,176
Mandatory Securities ValuationReserve . .. ........ ... ... ... . . . . . i, 5111 19,555
Total liabilities . ... ... . i e 1,825,827 1,553,169
Capitalpaid up . ... ... e 3,478 3,478
Paid-in and contributed surplus . .. ... ... 26,377 12,751
Unassigned surplus . . . ... . i i e 33,825 32,792
Total capitaland surplus . .. ... .. . 63,680 49,021
$ 1,889,507 1,602,190
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__ Statutory Statements of Operations __

(In thousands)

(Unaudited)
Years Ended December 31,
1990 1989
Premiums and annuity considerations ................ . ... . i $ 405,053 446,764
Considerations for supplementary contracts, dividend,
coupon, and endowment accumulations . . .. ... ... oo oo 418 613
Net investmentincome .. ... ... ... it e e e 159,036 129,488
O her INCOMIE o o .ttt et e e e e e e e e e e e e e e e e e e 6,713 5312
Totalincome . ... ... . e e 571,220 582,177
Death claims . ... ... .. e e e 17,340 15,990
Accidentand healthclaims . ......... ... . . i e i 430 738
Surrender benefits ... ... ... e e 147,757 106,954
Coupons and endowments to policyholders .. .......... .. ... ... ... ... .. ... 386 463
Payments on supplementary contracts, dividend,
coupon, and endowment accumulations . . . ... ... e e e e . 1,253 1,253
Other policy benefits . . . ... ... e e 33,501 25,488
Increase in life and accident and healthreserves . . ... ........ ... ... .. ... .... 278,859 341,332
Decrease in otherreserves . .. ... ittt e e (415) (266)
COmMMISSIONS .« .o e e e e e e 65,479 69,368
General expenses, taxes, and otherexpenses . ........... ... ... .. ... ... ..., 13,775 12,006
Decreaseinloading .......... ... i e e 244 406
Total benefitsand expenses . .......... . . . i e 558,609 573,732
Net gain before dividends and Federal incometaxes ...................... 12,611 8,445
Dividends to policyholders ............. .ttt 204 226
Net gain before Federal incometaxes . ... ........... ... ... .. 12,407 8,219
Federal iInCome taxes . ... ..ottt e e e e e 3,886 1,340
Net gain from operations before realized
capital losses . . . ... . e 8,521 6,879
Realized capital losses . . ....... ... . i e e e (7,282) (1,622)
et INCOME . . o e e e e e $ 1,239 5,257
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__ Statutory Statements of Capital and Surplus _

(In thousands)

(Unaudited)
Years Ended December 31,
1990 1989

Balance at beginningofyear .. ..... ... ... . . . e $ 49,021 41,626
Additions (deductions):

NetinCome . ..o e 1,239 5,257

Change in unrealized capital losses ............ ... ... i, (14,841) (1,703)

Change in non-admitted assets and related items . ......................... (246) 1,553

Change in Mandatory Securities ValuationReserve . ........................ 14,444 2,258

Other increases (deCreases) . .. ... .ovt ittt ittt e 14,063 30
Balance atend of year . . . ... .. e $ 63,680 49,021
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