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McKinney, TX 
December 20, 2016 

 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
941 “O” Street, Suite 400 
Lincoln, Nebraska 68508 
 
 
Dear Sir: 
 
 Pursuant to your instruction and authorizations, and in accordance with statutory 

requirements, an examination has been conducted of the financial condition and business affairs of: 

  GLOBE LIFE AND ACCIDENT INSURANCE COMPANY  
 
which has its Statutory Home Office located at 

 
10306 Regency Parkway Drive 

Omaha, NE 68114 
 
with its Principal Executive Office located at 

 
3700 South Stonebridge 

McKinney, TX 
 
(hereinafter also referred to as the “Company”) and the report of such examination is respectfully 

presented herein. 

 INTRODUCTION 

 The Company was last examined as of December 31, 2011 by the State of Nebraska.  The 

current financial condition examination covers the intervening period to, and including, the close 

of business on December 31, 2015, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The States of Nebraska, Indiana, Ohio, and New York 

participated in this examination and assisted in the preparation of this report. 



2 
 

The same examination staff conducted concurrent financial condition examinations of the 

Company’s affiliates/subsidiaries, American Income Life Insurance Company (American 

Income), Family Heritage Life Insurance Company of America (Family Heritage), First United 

American Life Insurance Company (First United), Liberty National Life Insurance Company 

(Liberty National), National Income Life Insurance Company (National Income), and United 

American Insurance Company (United American). 

SCOPE OF EXAMINATION 

This examination was conducted pursuant to and in accordance with both the NAIC 

Financial Condition Examiners Handbook (Handbook) and Section §44-5904(1) of the Nebraska 

Insurance Statutes.  The Handbook requires that examiners plan and perform the examination to 

evaluate the financial condition and identify prospective risks of the Company by obtaining 

information about the Company including, but not limited to: corporate governance, identifying 

and assessing inherent risks within the Company, and evaluating system controls and procedures 

used to mitigate those risks.  The examination also includes assessing the principles used and 

significant estimates made by management, as well as evaluating the overall financial statement 

presentation and management’s compliance with Statutory Accounting Principles and Annual 

Statement Instructions, when applicable to domestic state regulations.  

 The examination was completed under coordination of the holding company group 

approach with the Nebraska Department of Insurance as the coordinating state and the Indiana 

Department of Insurance, Ohio Department of Insurance, and the New York Department of 

Financial Services as participating states.  The companies examined under this approach benefit 

to a large degree from common management, systems and processes, and internal control and 

risk management functions that are administered at the consolidated or business unit level.   
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The coordinated examination applies procedures sufficient to comprise a full scope 

financial examination of each of the companies in accordance with the examination procedures 

and standards promulgated by the NAIC and by the respective state insurance departments where 

the companies are domiciled.  The objective is to enable each domestic state to report on their 

respective companies’ financial condition and to summarize key results of examination 

procedures. 

 A general review was made of the Company’s operations and the manner in which its 

business has been conducted in order to determine compliance with statutory and charter 

provisions.  The Company’s history was traced and has been set out in this report under the 

caption “Description of Company”.  All items pertaining to management and control were 

reviewed, including provisions for disclosure of conflicts of interest to the Board of Directors 

and the departmental organization of the Company.  The Articles of Incorporation and By-Laws 

were reviewed, including appropriate filings of any changes or amendments thereto.  The 

minutes of the meetings of the shareholder, Board of Directors and committees, held during the 

examination period, were read and noted.  Attendance at meetings, proxy information, election 

of Directors and Officers, approval of investment transactions and authorizations of salaries were 

also noted. 

 The fidelity bond and other insurance coverages protecting the Company’s property and 

interests were reviewed, as were plans for employee welfare and pension.  Certificates of 

Authority to conduct the business of insurance in the various states were inspected and a survey 

was made of the Company’s general plan of operation. 
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 Data reflecting the Company's growth during the period under review, as developed from 

the Company's filed annual statements, is reflected in the financial section of this report under 

the caption "Body of Report". 

 The Company's reinsurance facilities were ascertained and noted, and have been 

commented upon in this report under the caption "Reinsurance".  Accounting records and 

procedures were tested to the extent deemed necessary through the risk-focused examination 

process.  The Company’s method of claims handling and procedures pertaining to the adjustment 

and payment of incurred losses were also noted. 

All accounts and activities of the Company were considered in accordance with the risk-

focused examination process.  This included a review of workpapers prepared by Deloitte & 

Touche, LLP, the Company’s external auditors, during their audit of the Company’s accounts for 

the years ended December 31, 2014 and 2015.  Portions of the auditor’s workpapers have been 

incorporated into the workpapers of the examiners and have been utilized in determining the 

scope and areas of emphasis in conducting the examination.  This utilization was performed 

pursuant to Title 210 (Rules of the Nebraska Department of Insurance), Chapter 56, Section 013. 

 Any failure of items to add to the totals shown in schedules and exhibits appearing 

throughout this report is due to rounding. 

 DESCRIPTION OF COMPANY 

HISTORY 

 The Company was incorporated under the laws of the state of Oklahoma and commenced 

business on April 9, 1951. On November 2, 1970, the Company purchased all outstanding stock 

of American Life and Accident Insurance Company (American Life). On December 31, 1979, 

the Company re-domiciled to the state of Delaware. On July 31, 1980, Liberty National acquired 
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the Company. On August 31, 2007, the Company merged with American Life, its subsidiary. 

The Company accounted for this transaction as a statutory merger.  

 The Company re-domiciled from Delaware to Nebraska on December 19, 2007. 

MANAGEMENT AND CONTROL 

 Holding Company  

The Company is a member of an insurance holding company system as defined by 

Nebraska Statute.  An organizational listing flowing from the ‘Ultimate Controlling Person”, as 

reported in the 2015 Annual Statement, is represented by the following (subsidiaries are denoted 

through the use of indentations, and unless otherwise indicated, all subsidiaries are 100% 

owned): 

 Torchmark Corporation 
  TMK Buildings Corp 
  Liberty National Life Insurance Company 
   Brown-Service Funeral Homes Company, Inc. 
   Liberty National Auto Club, Inc. 
  SAFC Statutory Trust I 
  American Income Life Insurance Company 
   National Income Life Insurance Company 
   Union Heritage Life Assurance Company Ltd. 
   American Income Marketing Services, Inc. 
  Torchmark Insurance Agency, Inc. 
  Globe Life and Accident Insurance Company 
   Globe Marketing Services, Inc. 
   Globe Marketing and Advertising Distributors, LLC 
  Family Heritage Life Insurance Company of America 
   Royalton 6001 Ltd. (50% owner)  
  United American Insurance Company 
   First United American Life Insurance Company 
  TMK Re, Ltd.  
  Specialized Advertising Group, Inc. 
  Globe Life Insurance Agency 
  AILIC Receivables Corporation 
  TMK Properties LP* 
 
*Torchmark Corporation is the Limited Partner, and TMK Building Corp is the General Partner. 
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Shareholder  

The Articles of Incorporation authorize the Company to issue 1,000,000 shares of 

preferred capital stock and 10,000,000 shares of common stock, each with par value of $1. As of 

December 31, 2015, there were 300,000 preferred and 6,027,899 common shares of stock issues 

and outstanding. All of the outstanding common shares of the Company are held by the parent, 

Torchmark Corporation (Torchmark), a financial services holding company. All of the 

outstanding preferred shares of the Company are held by Liberty National, an affiliate. 

During the period under review the Company declared a $1,170,000 dividend to Liberty 

National on its preferred capital stock each quarter. 

The Company also declared ordinary dividends on its common capital stock to 

Torchmark in the following amounts: 

 Date Amount 
 
 November 4, 2015 $30,844,000 
 July 30, 2015 30,844,000 
 April 29, 2015 15,857,000 
 November 4, 2014 30,884,000 
 July 30, 2014 30,884,000 
 April 29, 2014 30,885,000 
 August 15, 2013 54,047,000 
 May 7, 2013 43,257,000 
 March 11, 2013 68,817,000 
 August 15, 2012 86,502,000 
 May 7, 2012 43,251,000 
 March 9, 2012 43,221,000 

 Board of Directors 

 The Company’s By-Laws state, “the number of Directors shall be five (5) but may, by 

resolution of the Board of Directors, be increased to any greater number of Directors. The 

Directors shall be elected at the annual meeting of the stockholders and each Director shall be 

elected to serve until his successor shall be elected and shall qualify.” 
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 The following persons were serving as Directors at December 31, 2015: 

Name and Residence Principal Occupation 

Frank Joseph Barrett General Counsel Lamson, Dugan, & Murray LLP 
Omaha, NE 

Bill Edward Leavell President of the Company 
Pottsboro, TX  
 
Ben Walter Lutek Executive Vice President & Chief Actuary, 
McKinney, Texas   Torchmark 
 
Robert Brian Mitchell General Counsel and Executive Vice President 
McKinney, TX   Torchmark 
 
Frank Martin Svoboda Executive Vice President and Chief Financial Officer, 
Grapevine, TX   Torchmark 

 According to Article III, Section 6 of the By-Laws, “regular meetings of the Directors may 

be held without notice at such places and times as shall be determined from time to time by 

resolution of the Directors. Special meetings of the Board of Directors may be called by the 

President or by the Secretary, upon the written request of the following: the Chairman of the Board, 

the President or any two (2) Directors, on at least twelve hours’ notice to each Director, and shall be 

held at such place or places as may be determined by the Directors.”  

 Article III, Section 9 of the By-Laws states, “any action required or permitted to be taken at 

any meeting of the Board of Directors or any committee thereof, may be taken without a meeting, if 

prior to such action written consent thereto is signed by all members of the Board of Directors or of 

such committee, as the case may be, and such written consent is filed with the minutes of 

proceedings of the Board of Directors or such committee.” 

 Officers 

 According to the By-Laws, “the Officers of the Corporation shall be President and a 

Secretary, who shall be elected by the Board of Directors and who shall hold office until their 



8 
 

successors are elected and qualified. In addition, the Board of Directors may elect one or more 

Vice Presidents, a Treasurer and such Assistant Secretaries and Assistant Treasures as they deem 

proper. More than one office may be held by the same person.” The Officers are elected at the 

first meeting of the Board of Directors after each annual meeting of the shareholders.  

 The following is a partial listing of Senior Officers elected and serving the Company at 

December 31, 2015: 

Name Office 

Bill Leavell President 
Jon Andrew Adams Senior Vice President, Financial Reporting and  
   Controller 
Susan I. Allen Senior Vice President, Product Actuary and  
   Illustration Actuary 
David K. Carlson Senior Vice President-Tax 
John DiJoseph Senior Vice President-Direct Marketing 
Scott Elliott Senior Vice President-Information Technology 
Jennifer Haworth Senior Vice President-Marketing 
Shane Henrie Senior Vice President, Corporate Accounting, Chief 
   Financial Officer and Treasurer 
Alan S. Hintz Senior Vice President-Investments 
Ben W. Lutek   Senior Vice President and Chief Actuary 

 Committees  

 During the period covered by this examination, the Company did not appoint any 

committees of the Board of Directors. Board committees are appointed at the holding company 

level and perform centralized duties for all of the companies in the group. The following 

committees are in place at the holding company level: Audit, Compensation, and Governance & 

Nominating. 
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TRANSACTIONS WITH AFFILIATES  

 Tax Allocation Agreement 

  The Company and each of the subsidiaries of Torchmark are parties to a tax allocation 

agreement effective January 1, 1989. The agreement allocates the federal income tax liability in 

an amount equal to that which would have been reported had separate tax returns been filed. 

 Master Services Agreement 

  Effective July 1, 1991, the Company entered into a master service agreement with 

Torchmark. Under this contract, each party agrees to provide each other on request the following 

services: executive, financial, legal, accounting, and other services. For all services provided by 

Torchmark, the service fee is a portion of Torchmark’s total operating expenses for the 

immediately preceding calendar year determined as a percentage of salary and benefits of the 

Company to the consolidated salaries and benefits of Torchmark under the contract. During 

2015, the total amount paid under this agreement was approximately $12,300,000. The 

agreement includes an investment management arrangement with Torchmark. The Company is 

charged a fee based on the total value of the securities managed. During 2015, total investment 

management fees paid under this agreement was approximately $4,844,000. 

 Marketing Services Agreement 

  Effective March 24, 1995, the Company entered into a marketing agreement with Globe 

Marketing Service (GMS). Pursuant to the agreement, the Company agrees to prepare and 

maintain the general ledger, financial statements, tax returns, and other financial records for 

GMS and file such reports and tax returns with the appropriate regulatory agency. The Company 

will provide these services in exchange for the use of part of GMS offices and warehouse 

facilities. 
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 Direct Marketing Services Agreement 

  Effective October 7, 1999, the Company entered into an agreement with Torchmark 

Insurance Agency, Inc. (TIA).  Pursuant to the agreement TIA agrees to manufacture certain 

direct response materials, provide direct mail services, and other services for the Company. 

During 2015, the total amount paid under this agreement was approximately $22,281,000. 

 Health Claims Administration Services Agreements  

  Effective April 1, 2001, the Company agrees to perform administrative health claims 

services and functions in addition to direct marketing services for First United.  In 2015, the 

Company collected approximately $5,531,000 under this cost sharing agreement. 

 Bill Payment Services Agreement 

 Effective November 1, 2005, the Company entered into a bill payment service agreement 

with affiliates United American, Liberty National, and American Income, whereby each of the 

companies may, from time to time, elect to perform bill-paying services for one or more of the 

other companies. The cost incurred by each of the companies in providing these bill paying 

services is nominal and thus, cost shall not be reimbursable. 

 Recruiting Services Agreement 

 Effective March 1, 2006, the Company entered into a recruiting services agreement 

which provides that the Company will furnish agent recruiting services to American Income, 

Liberty National, and United American. Each of the respective companies agreed to pay its 

respective proportionate share of salary and/or wage expenses incurred by the Company in 

connection with providing such agent recruiting services. 
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 Information Technology and Data Processing Service Agreement 

  Effective January 1, 2008, the Company entered into an information technology services 

agreement with affiliates American Income, Liberty National, and United American, whereby 

affiliates provide to each other various information technology and data processing services.  The 

services include, but are not limited to: programming, processing, report preparation, data files, 

check writing, and other technology and data services as mutually agreed upon.  These costs are 

calculated by including, but are not limited to salaries and benefits for information technology, 

personnel, hardware, software, licensing, program development, testing, report production  and 

operating overhead calculated by utilizing of policy count. 

 Renewal Premium Collection Services Agreement 

  Effective July 1, 2014, the Company and its affiliate National Income, entered into a 

service agreement to establish terms for allocation of direct and indirect general operating 

expenses incurred by the Company to provide renewal premium collection services.  The 

agreement is automatically renewed annually unless notice is provided 90 days before the 

expiration date. 

 Naming and Licensing Cost Sharing Agreement  

  Effective May 1, 2014 the Company, its affiliates Liberty National, United American, 

American Income, and Family Heritage, along with their ultimate parent Torchmark, entered into 

a cost-sharing agreement related to a Naming and License Agreement dated January 29, 2014.  

This Naming and License Agreement was entered into by Torchmark, the Company and the 

Rangers Baseball LLC, (owner and operator of the Texas Rangers Baseball Club of MLB).  In 

recognition of the benefits of the subsidiaries and the Parent resulting from the Naming Rights 

Agreement the companies are sharing in and allocating the costs (approximately $46 Million 



12 
 

over 10 years, with additional costs related to signage and the stadium suite) of the agreement 

amongst the participating affiliates, In general these allocations are as follows 67.4% to the 

Company, 6.6% to Torchmark, and the remaining 26% shared equally amongst the remaining 

affiliates.  Cost allocations shall be made monthly and billed to the applicable subsidiary within 

15 days of the end of each calendar month, and remitted to Torchmark within 5 days of receipt of 

the invoice. 

 Agent Compensation System Cost Sharing Agreement 

 Effective October 1, 2014, the Company, with affiliates Liberty National, United 

American, and American Income, entered into a cost sharing agreement whereby the costs of 

computer software and implementation services purchased by United American related to a new 

agent compensation system would be shared amongst the affiliates utilizing it.  Costs related to 

software and implementation services are allocated based on the average monthly producing 

agent count of each subsidiary.  Costs allocated to each subsidiary will be billed by United 

American 30 days following the staggered “go live” date for each subsidiary, and are to be paid 

in full within 30 days of receipt of the invoice. 

 General Services Agreements 

  Effective January 1, 2011, the Company entered into a service agreement with affiliates 

America Income, Liberty National, and United American. Under the terms of this agreement, 

these affiliates, all being subsidiaries of Torchmark, incur various costs which benefit not only 

the purchaser, but all of the affiliates. The agreement outlines terms by which these affiliates, 

who desire to establish ongoing terms for the provision of such services and allocation of costs, 

share costs amongst the service providers and service beneficiaries. These services include: 

underwriting, marketing, travel, sales support, quality assurance, agent supplies, information 
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technology agency support, telecommunications, compliance, actuarial, and such additional 

services as the affiliates from time to time shall mutually agree.  Effective January 1, 2015 

affiliate Family Heritage was added via amendment to the agreement. 

  Effective January 29, 2013 the Company entered to an agreement with affiliates Liberty 

National, United American, and Specialized Advertising Group, Inc. (SAG), related to the 

sharing of salary expense, employee benefit costs, and costs of goods and services provided by 

independent third parties which benefit all the affiliates to varying degrees.  According to the 

agreement,  each participating affiliates can either be a service provider or a service beneficiary 

related to accounting, financial reporting, website development, database administration, creative 

advertisement development, media buying and advertisement placement, vendor management, 

marketing campaign analysis, lead sales, legal and human resources, and any other mutually 

agreed upon services. 

 Effective September 1, 2015 the Company entered into a services agreement with its 

ultimate parent Torchmark, and affiliates United American, SAG, and Globe Life Insurance 

Agency, Inc. (GLIA). Under the terms of the agreement, the Company, Torchmark, United 

American, and SAG are making available to GLIA various services including; financial 

reporting, tax services, legal, marketing, print media and website development, database 

administration, vendor management, agency administration and services, commission 

accounting, lead development/sales, human resources, information technology, 

telecommunications, compliance, and other mutually agreed upon services. 

 Affiliate Loans 

  On December 14, 2015, the Company borrowed $20M from affiliate United American. 

The loan was payable on June 13, 2016 at a simple interest rate of 3.25%. Torchmark affiliates 
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borrow money within the holding company periodically throughout the year to meet cash flow 

needs which arise as a result of various investment opportunities and cash flow needs. 

TERRITORY AND PLAN OF OPERATION 

 As evidenced by current or continuous Certificates of Authority, the Company is licensed to 

transact business in the District of Columbia and all states of the United States, except New York. 

The Company markets term and whole life insurance products and supplemental health policies 

primarily through direct response marketing methods. Approximately 96% of life insurance sales 

are through direct response channels. In addition, the Company maintains an independent sales 

force of about 144 general agents who market life products to government employees. The 

Company primarily focuses on marketing low face amount life insurance products to juveniles, 

parents, and adults over the age of fifty. The Company’s direct response expertise is utilized to 

generate sales leads for other Torchmark companies. This has been a major factor in the increase 

in the Medicare Supplement sales of United American in recent years. 

REINSURANCE 

 Assumed  

  The majority of the Company’s assumed business is written by its affiliate Liberty 

National. Under this agreement, effective November 1, 1980, the Company assumes 100% of the 

gross premiums on all direct mail non-participation modified whole life insurance. The Company 

has full authority to administer and settle all claims and is responsible for holding and 

maintaining the required reserves. The contract was amended January 1, 2003 to include a 3.31% 

ceding commission on all premiums collected. As of December 31, 2015, the assumed life 

reserves were $19,337,227 which represents 91% of the Company’s total assumed reserves. 
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  The remainder of assumed reserves is life business assumed from several non-affiliates 

which are currently in runoff. 

 Ceded 

  Effective September 28, 2000, the Company entered into a combination 

coinsurance/modified coinsurance treaty with TMK Re, Ltd. (TMK Re), wholly owned 

subsidiary of Torchmark. In addition to policies issued since January 1, 2000, the Company 

ceded to TMK Re a portion of its liabilities related to certain direct response group policies 

issued and in-force as of January 1, 2000. The coinsurance premiums are ceded on an earned 

basis. The Company is reimbursed for claims and surrenders; and is paid a ceding allowance by 

TMK Re Effective January 1, 2005, the treaties were amended to include a 90% coinsurance 

arrangement for all policies issued through the Company’s military distribution channel. 

Effective January 2008, the treaties were amended to reinsure the remaining 10% of policies 

under the previous 90% coinsurance agreements. As of December 31, 2011, the reserves ceded 

to TMK Re are guaranteed by a letter of credit (LOC). The LOC is guaranteed by Torchmark 

pursuant to a Credit Agreement dated November 18, 2004. The Credit Agreement is between 

Torchmark and thirteen banks with Bank of America as the Administrative Agent. Torchmark is 

liable to the extent that TMK Re does not pay the reinsured party. The Credit Agreement 

contains covenant requirements indicating failure to meet the covenant requirements is a default 

and in the event of default the bank may terminate their commitment to extend the LOC.  

 Effective October 1, 2012 the Company entered into a reinsurance agreement with 

affiliate Liberty National to cede a 90% quota share of the Company’s direct response life 

business to Liberty National.  The contract was initiated primarily as a capital management tool 

and the initial quarter of the contract and 90% quota share was intended as a test period.  Based 
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on the results of the 4th quarter of 2012, the quota share was permanently set at 30%, effective 

January 1, 2013. 

 The remainder of ceded reserves which are for life business, are ceded to several non-

affiliates which are currently in runoff. 

 General 

  All contracts reviewed contained standard insolvency, arbitration, errors and omissions, and 

termination clauses where applicable.  All contracts contained the clauses necessary to assure 

reinsurance credits could be taken. 

BODY OF REPORT 
 

GROWTH 

 The following comparative data reflects the growth of the Company during the period 

covered by this examination:  

 2012 2013 2014 2015 
 
Bonds $2,702,380,413 $2,853,411,307 $2,992,685,472 $3,169,826,754 
Admitted assets 3,454,370,001 3,636,522,962 3,519,428,649 3,773,341,893 
Aggregate reserves  
  for life contracts 2,717,572,560 2,875,341,213 3,042,146,964 3,217,443,996 
Total liabilities 2,976,810,855 3,105,215,350 3,280,028,936 3,489,615,925 
Capital and surplus 477,559,146 258,307,612 239,399,713 243,725,968 
Premium income 577,105,667 618,002,668 630,373,380 657,198,731 
Net investment income 253,796,753 245,880,218 156,933,125 169,539,407 
Death benefits 225,126,807 238,703,500 263,399,910 286,806,329 
Net income 203,256,033 314,824,973 82,305,770 83,979,919 
Life insurance in-force (000s) 66,544,486 69,104,865 72,723,284 76,383,248 
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FINANCIAL STATEMENTS 

 The following financial statements are based on the statutory financial statements filed by 

the Company with the State of Nebraska Department of Insurance and present the financial 

condition of the Company for the period ending December 31, 2015. The accompanying 

comments on financial statements reflect any examination adjustments to the amounts reported 

in the annual statements and should be considered an integral part of the financial statements. A 

reconciliation of the capital and surplus account for the period under review is also included. 
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FINANCIAL STATEMENT 
 December 31, 2015 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $3,169,826,754  $3,169,826,754 
Common stocks   5,861,741   $  5,861,741   
Cash, cash equivalents, & 
  short-term investments 5,515,331  5,515,331 
Contract loans 66,277,146  66,277,146 
Other invested assets        79,619,876        539,167         79,080,709 
 
Subtotal, cash and invested assets $3,327,100,848 $  6,400,908 $3,320,699,940 
Investment income due and accrued   49,964,782      49,964,782 
Uncollected premiums and agents’ balances 18,679,551 1,302,153 17,377,398 
Deferred premiums agents balances 168,739,884  168,739,884 
Amounts recoverable from reinsurers 20,490,187  20,490,187 
Other amounts receivable under 
  reinsurance contracts 14,551,563  14,551,563  
Net deferred tax asset 126,208,000 14,219,000 11,989,000 
Guaranty funds receivable 548,382  548,382 
Electronic data processing equipment 3,606,095 3,445,432 160,663 
Furniture and equipment 767,465 767,465 
Receivables from parent, subsidiaries, 
  and affiliates 10,381,128  10,381,128 
Cash surrender value of company owned  
  life insurance 7,224,972  7,224,972 
Goodwill 4,508,252  4,508,252 
State transferable tax credits 1,000,000  1,000,000 
Other prepaid contracts 416,763 416,763 
Bills receivable          1,015,003     1,015,003         
 
Totals $3,760,908,617 $27,566,724 $3,733,341,893 
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Liabilities, Surplus, and Other Funds 
 
Aggregate reserve for life contracts $3,217,443,996 
Aggregate reserve for accident and health contracts 37,080,523 
Liability for deposit-type contracts 4,208,948 
Contract claims – Life 59,149,000 
Contract claims- A&H 6,578,000 
Policyholder dividends 70,000 
Premiums and annuity considerations received in advance 12,578,865 
Other amounts payable on reinsurance 39,427,781 
Interest maintenance reserve 32,034,798 
General expenses due or accrued 1,800,075 
Taxes, licenses, and fees due or accrued 1,996,222 
Unearned investment income 1,289,807 
Amounts withheld or retained by company as agent or trust 3,943,698 
Amounts held for agents’ account 371,892 
Remittances and items not allocated 505,511 
Liability for benefits for employees and agents 9,176,384 
Borrowed money 20,030,694 
Asset value reserve  38,635,711 
Payable to parent subsidiaries and affiliates 3,232,238 
Amount due former stockholders               61,782 
 
Total liabilities $3,489,615,925 
 
Common capital stock $       6,027,899 
Preferred capital stock 300,000 
Gross paid in and contributed surplus 130,756,704 
Aggregate write in for special surplus funds 9,000 
Unassigned funds (surplus) 106,632,365 
 
Surplus $   237,398,069 
  
Total capital and surplus $   243,725,968 
 
Totals $3,733,341,893 
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SUMMARY OF OPERATIONS – 2015 

Premiums and annuity considerations $657,198,731 
Net investment income 169,539,407 
Amortization of interest maintenance reserve 1,913,507 
Commissions and expense allowances on reinsurance ceded 67,607,432 
Reserve adjustment on reinsurance ceded (26,402,922) 
Amortization of initial gain on inforce business       1,956,886 
Miscellaneous income          125,808 
 
Totals $871,938,849 
 
Death benefits $286,806,329 
Matured endowments 98,017 
Annuity benefits 99,343 
Disability benefits and benefits under accident and health contracts 13,215,623 
Coupons, guaranteed annual pure endowments and similar benefits 75,745 
Surrender benefits and withdrawals for life contracts 21,341,418 
Interest and adjustments on contracts with life contingencies 1,283,180 
Increase in aggregate reserves    177,906,770 
 
Subtotal $500,826,425 
 
Commissions on premiums, annuity considerations, 
   and deposit type contract funds $   11,076,953 
Commissions and expense allowances on reinsurance assumed 5,571 
General insurance expense 226,421,507 
Insurance taxes, licenses, and fees 18,090,992 
Increase in loading on deferred and uncollected premiums 396,257 
Accumulated coupon payments            (37,606) 
 
Totals $ 756,780,099 
 
Net gain from operations before dividends, federal income taxes, 
  and realized capital gains  $ 115,158,750 
Dividends to policyholders  65,815 
Federal income taxes incurred 30,995,852 
Net realized capital losses         (117,164) 
 
Net income $  83,979,919 
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CAPITAL AND SURPLUS ACCOUNT 
 
 2012 2013 2014 2015 

Capital and surplus, beginning $436,843,660 $477,559,146 $258,307,612 $239,399,713 
 
Net income $203,256,033 $314,824,973 $  82,305,770 $  83,979,919 
Change in net unrealized 
  capital gains 21,980,609 (127,684,353) (3,967,167) (6,657,974) 
Change in net deferred income tax 6,626,000 3,003,000 7,482,000 8,742,000 
Change in non-admitted assets   (5,507,872) 11,028,203 (3,437,720) (2,093,325) 
Change in asset valuation reserve (7,782,735) (14,622,092) (3,692,139) (4,522,915) 
Surplus adjustment paid-in  (86,490,000)  10,000,000 
Change in surplus as a result of 
  reinsurance (790,554) (420,505) (670,476) (1,956,886) 
Dividends to stockholders (177,654,000) (319,932,783) (97,333,000) (82,305,000) 
Stock option excess tax benefit 937,129   
Change in executive benefit 
    plans         (349,124)        1,042,023          404,834         (859,564) 
 
Net change for the year $  40,715,486 $(219,251,534) $ (18,907,899) $    4,326,255 
 
Capital and surplus, ending  $477,559,146 $ 258,307,612 $239,399,713 $243,725,968 

EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $106,632,365, as reported in the Company's 

2015 Annual Statement, has been accepted for examination purposes.  Examination findings, in 

the aggregate, were considered to have no material effect on the Company’s financial condition. 

COMPLIANCE WITH PREVIOUS RECOMMENDATION 
 
 The recommendations appearing in the previous report of examination are reflected 

below together with the remedial actions taken by the Company to comply therewith: 

Investment Review – The Company’s Board of Directors minutes from 2008 to 2011 did 
not include evidence showing that the investment transactions had been approved on a 
quarterly basis in compliance with Nebraska Insurance Statute 44-5105(3)(a). 
 
Action:  The Company has complied 
 
Custodial Agreements – It was noted in review of the Company’s custodial agreement 
with the Bank of New York,that the agreement is not in compliance with Nebraska Rules 
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and Regulations, Title 210 Chapter 81. In addition, the agreement with the Bank of New 
York states that the, “agreement shall be subject to certain custodial requirements 
imposed by the Delaware Department of Insurance. 
 
Action: The Company has complied. 
 
Affiliate Agreements -  Review of intercompany service contracts revealed an instance 
in which contract verbiage required by SSAP 25, Paragraph 6, requiring provision for 
timely settlement of amounts owed, with a specified due date, was not included.  
 
Action: The Company has complied 

 
COMMENTARY ON CURRENT EXAMINATION FINDINGS 

 There are no comments or recommendations that have been made as a result of this 

examination. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

  There were no findings warranting comment as a result of this examination. 
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 Respectfully submitted, 
 
 
 
 _____________________________ 
 Tadd K. Wegner, CFE 

Supervisory Examiner 
 Department of Insurance 
 State of Nebraska 
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