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National Western Life Group, Inc. (NWLGI) is 
the parent holding company of National Western 
Life Insurance Company, Ozark National Life 
Insurance Company, and various non-insurance 
subsidiaries (NASDAQ: NWLI).

National Western Life Insurance Company  
(NWLIC) is a stock life insurance company 
offering a broad portfolio of individual universal 
life, whole life and term insurance plans, annuity 
products, and investment contracts meeting the 
financial needs of its customers in 49 states, the 
District of Columbia, and certain U.S. territories 
or possessions.

Ozark National Life Insurance Company (Ozark 
National) is a Missouri domiciled, stock life  
insurance company organized and incorporated  
in 1964. It is licensed to conduct business in  
thirty states utilizing a unique distribution  
system to market its flagship “Balance Program” 
consisting of a coordinated sale of a traditional  
life insurance product in tandem with a mutual 
fund investment product.

Perseverance, 

secret of all  

triumphs.
                                  Victor Hugo 



AT A GLANCE
NWLGI COMPANY PROFILE

n  Headquartered in Austin, Texas; Incorporated in Delaware

n Traded on the Nasdaq Stock Market, ticker symbol “NWLI”

n  Direct wholly owned subsidiaries: National Western Life Insurance Company  
(NWLIC); N.I.S. Financial Services, Inc.; NWL Services, Inc.; Regent Care San Marcos 
Holdings, LLC

n  $14.6 billion in total consolidated assets 

NWLIC COMPANY PROFILE

n  Founded in 1956

n  Headquartered in Austin, Texas; Domiciled in Colorado 

n  292 Home office employees

n  A.M. Best Rating of “A” (Excellent)  
Standard & Poors Rating of  “A-” (Strong)  

n  113,000 annuity contracts and $15.9 billion of life insurance in force

OZARK NATIONAL COMPANY PROFILE

n  Founded in 1964

n  Headquarted in Kansas, City, Missouri; Domiciled in Missouri

n  63 Home office employees

n  A.M. Best Rating of “A-” (Excellent)

n  $6.0 billion of life insurance in force
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FINANCIAL HIGHLIGHTS 

($’s in thousands, except per share data) 2020 2019 2018  2017 2016 

 

Insurance revenues $658,917 $689,740 $623,180 $636,809  $640,934       

Total revenues 694,742 819,188 551,599 874,448  682,368       

Earnings from operations (a) 75,666 126,685 110,104 100,825  92,397       

Net earnings 92,312 131,616 116,758 110,421  100,892       

Earnings per Class A share      

from operations (a)            

        Basic $21.40 $35.83 $31.14 $28.52  $26.13     

        Diluted $21.40 $35.83  $31.14  $28.52  $26.13   

Earnings per Class A share

        Basic $26.11 $37.22 $33.02 $31.23  $28.53       

        Diluted $26.11  $37.22  $33.02 $31.23 $28.53     

Total assets 14,648,270 12,553,447 11,931,691 12,225,094  11,894,981     

Stockholders’ equity 2,539,750 2,116,430 1,900,777 1,832,174  1,721,828  

Book value per share $698.50 $582.07 $522.76 $503.88  $473.53

(a) Excluding net realized gains (losses) on investments.

SELECTED FINANCIAL INFORMATION
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Our report to you this year is framed by the unprecedented and 
challenging period that defined 2020. Over the past year, our country has 
been confronted not only by a life threatening worldwide pandemic, but 
an economic meltdown like few ever encountered before, and a social 
environment mired by divisiveness, disruption, and angst. We have had to 
change the way we interact, the way we work, the way we plan and prepare, 
and the way we live.

I am tremendously proud of the resilience and grit demonstrated by 
the individuals who make up National Western Life Group, Inc. Their 
perseverance and dedication in navigating the abrupt changes and 
unforeseen challenges brought on by the COVID-19 pandemic were 
substantial and played a vital role in the significant progress we were able 
to make. In our letter to you at this time last year, we were in the throes 
of quickly shifting nearly all of our employees to a virtual work-from-
home setting. Thanks to our agile system connectivity, high-speed internet 
resources, videoconferencing capabilities, and other adaptive technologies, 
we found that we could effectively and efficiently service our clients and 
distributors with a productivity level comparable to that which existed prior 
to the pandemic crisis.

By and large, although not back to business as usual, we as a nation are 
moving forward from the impediments that dominated so much of our 
attention and energy in 2020. It is appropriate to take this opportunity to 
pause and assess the lessons learned, the changes that have occurred, and 
the outcomes achieved. In retrospect, fighting through and overcoming have 
made us a stronger organization.

TO OUR STOCKHOLDERS
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LESSONS LEARNED 
The pandemic incursion was a brisk reminder that 
everything in our lives can change in a moment. 
People have a deep-seated yearning for stability 
and security and work hard to turn that desire into 
reality for their lives. To go through a season like 
that experienced during 2020 triggers an awareness 
of the fragility of life and the indispensable value 
of life insurance and the security that it provides. 
While older Americans traditionally have been 
more likely to incorporate life insurance coverage 
into their long-term personal financial programs, 
an outcome of the COVID-19 experience has been 
that younger individuals, millennials and Gen Xers, 
have come to realize their need for planning and the 
importance of including life insurance in those plans. 
This latter group has an affinity for ease of purchase 
transactions, electronic interaction, and non-invasive 
accelerated underwriting techniques.

Coincidently, a byproduct of our past strategic 
planning efforts led to a statement encapsulating 
our vision, “To be the Company of choice for 
those seeking financial peace of mind through life 
insurance and annuity products.”  In keeping with 
that vision, years ago National Western Life Insurance 
Company emerged as a leader in the industry in 
developing equity-indexed universal life insurance 
products, policies that meet the traditional needs 
of protection and guarantees while also providing 
the opportunity for asset growth through market-
type fund accumulation. We subsequently took 
this concept one step further by developing a single 
premium version of the product which facilitates 
wealth transfer from alternative investments into life 
insurance coverage through simplified or accelerated 
underwriting platforms. 
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It is the courage 

to continue  

that counts.
Winston Churchill
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Other 1.6% 

Cash &  
Short Term 4.8% 

Mortgage Loans 2.8%

Index Options  1.1%

Bonds 89.7%

DISTRIBUTION 
OF INVESTED 
ASSETS

Widespread remote workforces brought on by 
this unprecedented crisis further challenged and 
identified shortcomings in insurers’ legacy systems.

Insurance is a risk-oriented business and the 
pandemic accelerated a mindset in which the risk 
of not making changes may significantly exceed 
the risk of innovating and trying new things. The 
coronavirus created a pronounced shift in the 
risk landscape. No one could have predicted total 
lockdowns and a virtual shutdown of the world 
economy. The financial markets reacted swiftly 
to the onset of the pandemic producing sharp 
declines early in 2020. In order to create additional 
liquidity, the Federal Reserve took an aggressive 
posture of cutting short-term interest rates to 
near zero. Paltry interest rates that have hobbled 
insurer balance sheets for the past decade or more 
appear to be holding near historical lows. For those 
in the business of selling fixed rate products and 
managing interest rate spread margins, the status 
quo was no longer a viable option. The progressive 
absorption of valuable capital resources for  
margin-constrained business required non-
traditional analysis and approaches different  
from those in the past.

TRADITIONALLY, LIFE INSURANCE 
is a product sold in face-to-face settings with 
prospective consumers. The coronavirus changed 
that paradigm through mandated social distancing 
protocols. Beginning in the spring of 2020, state 
orders were promulgated expressly prohibiting 
direct contact with other individuals outside of 
households and people in general have been taking 
a cautious approach since that time. National 
Western’s single premium equity-indexed universal 
life products proved to be an ideal fit for those 
seeking financial peace of mind in this quasi 
remote environment given its policy features and a 
simplified transactional sales process. In the midst 
of the COVID-19 affliction, we were reminded 
again of the importance of our policies and their 
promises, and witnessed continued increases in the 
sales of these products.
 

Perhaps one of the more enduring social effects 
of the pandemic is the crossover to virtual tools 
becoming the default choice of individuals in 
managing different aspects of their lives. A parallel 
outcome has been the raised awareness of the need 
for technology innovation and accelerated digital 
transformation for the life insurance industry. 
The rapid transition to remote work structures 
has prompted a rethinking of existing operating 
models, in turn, hastening a reconfiguration 
of IT architectures to digital environments. 

SINGLE PREMIUM 
LIFE INSURANCE 
SALES ($MIL)

  2016       2017          2018           2019           2020

113.6

132.2

169.7

180.1

194.5



A 29.6%

<BBB 2.8% BBB 49.6%AAA-AA 18.0%
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new policy administration system. Development 
and implementation of the Oracle Insurance Policy 
Administration platform was completed for our first 
product implementation launch by year-end 2020. 
Referred to internally as ATLAS (AnnuiTy and Life 
Administration System), this policy administrative 
platform provides leading edge processing throughput, 
fast-tracked digital transformation, and cloud-based 
capacity and security. All products currently being 
developed are configured for this new technology and 
timetables are established for the migration of all in 
force policies from existing legacy systems. This was a 
tremendous accomplishment by our IT professionals 
during the hectic background of COVID-19 and 
strengthens our ability to efficiently administer our 
business cost-effectively.

CHANGES MADE
Heading into 2020, our strategic planning efforts 
included the development of a supporting 
Information Technologies three year strategy. 
Embedded within this IT strategy were itemized 
points of emphasis which included: providing 
easy to use, market competitive and modern 
systems platforms; leveraging third party vendor 
relationships to maintain legacy systems until 
their retirement or transition to newer platforms; 
simplifying, streamlining and automating processes 
for gains in operational efficiencies; maintaining 
risk management plans to mitigate system, security 
and operational risks; and ongoing evaluation of 
emerging technology trends to support future 
business needs. Fortunately, the pre-pandemic 
identification of IT strategies prepared us for 
a subsequent compression of several years of 
technology innovation into just 12 months.

Prior to the COVID-19 lockdowns, we had  
already put in place virtual private networks 
(VPNs) to allow various professionals on our  
staff to supplement their in-office productivity  
with remote capability. Within days of being 
notified of the governmental lockdown 
requirements, our IT professionals replicated VPN 
access for the approximately 80% of home office 
staff who were able to shift their job duties to a 
work-at-home setup. What had been previously 
nice-to-have capabilities rapidly transformed 
into need-to-have necessities. Precepts of our 
established disaster recovery and business 
continuity programs, though not activated, were 
valuable guideposts in our response to the situation.

Foundational to developing a solid and resilient 
IT architecture with portable digital work 
environment features is transformation of legacy 
systems to new technologies. In the midst of all of 
the other challenges hoisted upon our IT resources 
during 2020, our IT professionals undertook 
the significant initiative of implementing a 
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vintage blocks of fixed rate annuity policies with 
high minimum interest guarantee rates. This 
compression progressively absorbed additional 
allocations of capital which were needed to pass cash 
flow measurement tests required of the actuaries. 
Our risk-based capital (“RBC”) ratio, a primary 
analytic used by independent rating agencies and 
insurance regulators, although considered “strong,” 
was following a declining pattern and the collateral 
financial market damage caused by the pandemic 
threatened to hasten the descent.
 
In order to address this predicament, we pursued 
identifying potential reinsurance partners having 
ample capital resources and demonstrated 
expertise in financial management of insurance 
blocks of business. We successfully concluded 
such an arrangement on December 31, 2020 with 
Prosperity Life Assurance Limited (“Prosperity”), 
a reinsurer based in Bermuda. Through a 
coinsurance with funds withheld basis, National 
Western Life Insurance Company ceded to 
Prosperity a 100% share of contractual liabilities 
of vintage fixed rate and payout annuity contracts 
in a full risk transfer agreement. Execution of 
the reinsurance transaction by the 2020 year-end 
achieved the objective of risk-based capital relief 
which, in turn, increased National Western’s RBC 
ratio to nearly 800% or approximately double 
what it would have been without the agreement. 
This reinsurance transaction creates capital 
resource breathing room which provides us with 
the opportunity to strategically redirect for better 
growth potential.

READERS OF OUR PAST REPORTS  are 
familiar with our repeated espousing of a prudently 
conservative, traditional approach to investing. 
Our emphasis on high credit quality fixed income 
investments has served us well through the various 
down credit cycles during the years. However, 
lessons learned from the pandemic revealed that 
alternative investment strategies were needed 
to augment the chassis of our core investing 
philosophy. New risk-reward investment vehicles 
were required to confront the stubbornness of 
persistently low interest rates which now appear 
to be endemic to the global financial system. In 
collaboration with external investment consultants, 
in 2020 we began investing a portion of our cash 
flow funds into alternative investment vehicles and 
private placement securities which offer greater 
yield potential. We extended the maturities of 
our corporate bond purchases to better match the 
duration of our policy obligations. We continued 
to expand our mortgage loan investment portfolio 
through greater regional and collateral-type 
diversification subject to our same disciplined 
underwriting standards. We became a member  
of the Federal Home Loan Bank of Dallas to 
provide additional liquidity and nimbleness  
to take advantage of investment opportunities  
as they arise.

The pandemic presented a real-life stress test to 
our risk management programs which are focused 
on maintaining a strong capital position. The 
continuance of low interest rates and depressed 
investment yields has relentlessly compressed 
our interest margins, or spreads, particularly on 

     2016                 2017                  2018                  2019                  2020
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OUTCOMES ACHIEVED
Looking back, 2020 will be forever  
characterized as a time period fraught  
with tremendous uncertainty and  
unprecedented social and economic  
challenges. Navigating through this  
period, accumulating valuable lessons,  
pulling together to adapt and make  
significant changes, recognizing the important  
role we serve within society and individual lives –  
these will be the remnants that will be carried forward. 

We finished the year with sizable sales growth percentages 
in both our annuity and life insurance lines of business. 
While expanding our investment horizons, we maintained 
exceptional credit quality from our longstanding core 
investment portfolios. Significant information technology 
advancements and crucial reinsurance relief were achieved 
without the addition of higher operating expenses. The  
recent additions to the enterprise, Ozark National Life 
Insurance Company and N.I.S. Financial Services, Inc.,  
had more acute business challenges due to the pandemic 
induced lockdowns, but continued to contribute a  
meaningful portion to overall operating earnings. 

The intrinsic worth of NWLGI, as measured by GAAP book 
value per share, continued its upward trajectory approaching 
$700 per common share. Removing the noise of unrealized 
fair market value gains and losses on fixed income securities 
recorded in Accumulated Other Comprehensive Income,  
and the Company’s underlying core book value per share 
displays the same consistent positive momentum. 

The Financial Summary chart following this letter displays 
selected financial data providing further insight into the 
financial trends mentioned above. The Company’s Form 10-K 
filing is available on our website www.nwlgi.com  located 
under the Financial Information link. For ready reference 
audited financial statements which were included in our 
annual Form 10-K filing submitted to the Securities and 
Exchange Commission are also a part of this Annual Report. 
We welcome any specific questions submitted through our 
Investors Relation link on our website. 

2016 2017 2018 2019 2020

BOOK VALUE PER ($) 
COMMON SHARE

473.5 470.6

503.9 499.9

522.8
532.9

582.1
565.5

698.5

589.7

Book Value Book Value excluding AOCI

All Other 23%

Ozark/
NIS 19%

NWLIC 58%
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them to work safely and productively from home. 
It happens all too often that it takes a crisis to gain 
a true appreciation for the individuals who you live 
and work with.

If there was ever a season to lean upon the counsel 
of experienced and sage leadership, this past year 
would have been it. I am extremely grateful to our 
Board of Directors for standing in the gap with 
myself and company management during this 
challenging time. Their oversight and advice have 
been invaluable to me.

To our stockholders, my sincere thanks for 
standing with us during this past year. I cannot 
help but be somewhat optimistic in looking 
forward. If history has demonstrated anything 
it is that when Americans encounter trying and 
tough times, they respond by adapting, working 
harder, devising creative solutions, and overcoming 
obstacles that are placed in the way. I saw evidence 
of that in our company in 2020 and it causes me to 
be hopeful about the future.

Best regards,

Ross R. Moody      
 
Chairman of the Board     
Chief Executive Officer and President

      As I am writing this 
report to you, we have just 
recently passed the one-year 
anniversary of the World 
Health Organization declaring 
COVID-19 a pandemic. 

The forepart of this year’s letter describes the 
business lessons our organization learned in the 
past year. However, numerous other lessons, 
more important lessons, emerged as well. We 
rediscovered that family matters more than we 
realized, the importance of generations having to 
interact and depend upon each other, and the need 
to help and be helped. We were reminded of how 
essential it is to focus on self-care and well-being 
not because it is self-indulgent but because it is 
socially responsible and benefits those we have 
contact with in our daily lives. During a period 
where trust was in serious decline, we remembered 
that engaging with others for a common goal or a 
shared and desired outcome has the potential to 
mend the frayed cords of trust. 

2020 reminded us how important our employees 
are, not just to the success of our company, but 
because of the type of individuals they are and 
the roles they fill at home as well as in the office. 
To that end, we went to great lengths to provide 
a safe work environment during the COVID-19 
pandemic for our staff. We closed our office 
facilities at the onset of the crisis and spared no 
cost in providing the technology and tools for 



Energy and  

persistence 

conquer  

all things.
Benjamin Franklin
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FINANCIAL SUMMARY

(a) Excluding Net Income (Loss) on Index Options

($’s in thousands, except per share amounts) 2020 2019 2018  2017  

Operating results

Premiums and contract revenues $237,947 $239,969 $173,496 $178,930 

Net investment income (a) 402,448 432,285 429,081 436,810 

Realized gains (losses) on investments 21,071 6,241 8,423 14,763 

Total revenues 694,742 819,188 551,599 874,448 

Policyholder benefits and contract interest 337,587 432,673 201,352 508,504 

Operating expenses 245,087 221,360 208,740 221,389 

Federal income taxes 19,756 33,540 24,749 34,134 

Net earnings 92,312 131,616 116,758 110,421 

Net earnings per class A share

Basic $26.11 $37.22 $33.02 $31.23 

Diluted $26.11 $37.22  $33.02  $31.23 

Financial position

Cash and investments $12,013,264 $11,312,417 $10,710,219 $11,035,470 

Other assets 2,635,006 1,241,030 1,221,472 1,189,624 

Total assets 14,648,270 12,553,447 11,931,691 12,225,094 

Liability for future policy benefits 9,933,419 10,141,971 9,744,286 10,098,484 

Other liabilities 2,175,101 295,046 286,628 294,436 

Stockholders’ equity 2,539,750 2,116,430 1,900,777 1,832,174 

Other year-end data

Life insurance in force $21,954,162 $23,299,827 $18,595,209 $19,675,583 

Life insurance issued $533,510 $599,437 $838,159 $1,221,327 

Number of employees 355 353 276 279 

Class A shares issued and outstanding 3,436,020 3,436,020 3,436,020  3,436,166 

Closing stock price $206.44 $290.88 $300.70 $331.02 

Market capitalization $709,332 $999,470 $1,033,211 $1,137,440 

Book value per share $698.50 $582.07 $522.76 $503.88 
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 2016 2015 2014 2013 2012 2011 2010

 $182,723  $175,307 $170,115  $167,466 $167,944 $150,211 $143, 757

 439,312  440,864 436,814  434,534 432,901 424,369 384,771

 13,070  7,209 11,605  8,653 13,200 6,063 5,475 

 682,368  589,796 708,780  860,267 664,662 572,747 575,992

 313,919  244,353 352,553  514,644 314,181 279,282 319,532

 215,587  198,775 198,706  203,926 209,900 210,629 151,897

 51,970  48,272 51,933  45,450 48,023 27,209 31,666

 100,892  98,396 105,588  96,247 92,558 55,627 72,897

 

 $28.53  $27.83 $29.87  $27.23 $26.19 $15.74 $20.67

 $28.53  $27.82 $29.85  $27.19 $26.19  $15.73 $20.61

  $10,678,700  $10,395,021 $10,203,510  $9,681,762 $9,225,730 $8,683,895 $7,777,503

 1,216,281 1,217,555 1,148,382 1,148,654 1,038,128 1,044,104 996,445

 11,894,981  11,612,576 11,351,892  10,830,416 10,263,858 9,727,999 8,773,948

 9,859,095  9,699,358 9,522,522  9,125,134 8,568,854 8,163,455 7,247,781

 314,058  301,232 273,050  257,334 303,324 287,759 307,376

 1,721,828  1,611,986 1,556,320  1,447,948 1,391,680 1,276,785 1,218,791

  $20,909,257  $22,026,201 $23,081,004  $22,372,798 $21,602,618 $20,939,405 $19,672,126

  $1,440,167  $2,346,669 $2,761,329  $2,802,859 $2,685,595 $2,927,780 $2,999,982

 265  261 264  279 280 278 292

  3,436,166  3,436,166 3,436,166  3,434,765 3,434,763 3,434,766 3,429,241

  $310.80  $251.94 $269.25  $223.55 $157.74 $136.16 $166.72

  $1,067,960  $865,708 $925,188  $767,842 $541,800 $467,678 $571,723

  $473.53  $443.32 $428.01  $398.36 $382.88 $351.27 $335.83
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In the middle 

of a difficulty 

lies opportunity.
                                       Albert Einstein
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Executive Offices
National Western Life Group, Inc.
10801 N. Mopac Expressway, Building 3
Austin, Texas 78759-5415
Telephone: (512) 836-1010

Independent Auditors
BKD, LLP
400 W. Capitol Avenue
Little Rock, Arkansas 72203

General Counsel
Gregory S. Garrison
Greer, Herz & Adams, LLP
Galveston, Texas
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National Western Life Insurance Company
Ozark National Life Insurance Company
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The Westcap Corporation
Regent Care San Marcos Holdings, LLC
Braker P III, LLC
N.I.S. Financial Services, Inc.

Stock Transfer Agent
Continental Stock Transfer & Trust Company
1 State Street – 30th Floor, New York, NY 10004-1561
Telephone: (212) 509-4000

Communications regarding stock transfer  
requirements, lost certificates, and change of  
address should be directed to the Transfer Agent  
or to the Office of the Corporate Secretary  
of National Western Life Group, Inc.

Stock Information
Shares of National Western Life Group, Inc. are  
traded on The Nasdaq Stock Market under the  
symbol “NWLI.”

Annual Stockholders’ Meeting
The annual meeting of stockholders will be at  
1:00 P.M. (CDT) on June 18, 2021, at the Company’s 
Executive Offices.

Form 10-K
National Western Life Group, Inc.’s 2020 Annual  
Report on Form 10-K, as filed with the Securities  
and Exchange Commission, can be found on the 
World Wide Web at www.nwlgi.com or on the  
SEC’s internet site at www.sec.gov. For other investor 
data, contact Investor Relations. Copies are available 
upon request without charge.

Investor Relations
Direct inquiries to
Chief Financial Officer
P.O. Box 209080
Austin, Texas 78720-9080
Telephone: (512) 719-2493

Information on the Internet
Information about our companies is  
available on the Internet.  
Visit our home pages at: 
www.nwlgi.com 
www.nationalwesternlife.com
www.ozark-national.com

CORPORATE INFORMATION
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Believe you  

can and you’re 

halfway there.
                           Theodore Roosevelt





 
 

 

Report of Independent Registered Public Accounting Firm 
 
 
 
Audit Committee, Board of Directors and Stockholders 
National Western Life Group, Inc. 
Austin, Texas 
 
 
Opinion on the Financial Statements 

We have audited the accompanying consolidated balance sheets of National Western Life Group, Inc. (the 
“Company”) as of December 31, 2020 and 2019, the related consolidated statements of earnings, 
comprehensive income (loss), changes in stockholders’ equity and cash flows for each of the years in the 
three-year period ended December 31, 2020, and the related notes and schedules I (summary of 
investments other than investments in related parties), II (condensed financial information of registrant), 
IV (reinsurance information), and V (valuation and qualifying accounts) (collectively referred to as the 
“financial statements”).  In our opinion, the consolidated financial statements referred to above present 
fairly, in all material respects, the financial position of the Company as of December 31, 2020 and 2019, 
and the results of its operations and its cash flows for each of the years in the three-year period ended 
December 31, 2020, in conformity with accounting principles generally accepted in the United States of 
America.  

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States) (“PCAOB”), the Company’s internal control over financial reporting as of  
December 31, 2020, based on criteria established in Internal Control – Integrated Framework (2013 
edition) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) and 
our report dated March 16, 2021, expressed an unqualified opinion on the effectiveness of the Company’s 
internal control over financial reporting.  

Basis for Opinion 

These financial statements are the responsibility of the Company’s management.  Our responsibility is to 
express an opinion on the Company’s financial statements based on our audits.   

We are a public accounting firm registered with the PCAOB and are required to be independent with 
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and 
regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB.  Those standards require that 
we plan and perform the audits to obtain reasonable assurance about whether the financial statements are 
free of material misstatement, whether due to error or fraud.  Our audits included performing procedures 
to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and 
performing procedures that respond to those risks.  Such procedures include examining, on a test basis, 
evidence regarding the amounts and disclosures in the financial statements.
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Our audits also included evaluating the accounting principles used and significant estimates made by 
management, as well as evaluating the overall presentation of the financial statements.  We believe that 
our audits provide a reasonable basis for our opinion. 

Critical Audit Matters 

The critical audit matters communicated below are matters arising from the current-period audit of the 
financial statements that were communicated or required to be communicated to the audit committee and 
that: (1) relate to accounts or disclosures that are material to the financial statements and (2) involved our 
especially challenging, subjective or complex judgments.  The communication of critical audit matters 
does not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by 
communicating the critical audit matters below, providing separate opinions on the critical audit matters 
or on the accounts or disclosures to which they relate. 

Future Policy Benefits 
 
Critical Audit Matter Description 
 
Future policy benefits consist of universal life and annuity contracts of approximately $9.0 billion and 
traditional life reserves of approximately $900 million at December 31, 2020.  As described in Note 1, the 
liability for future policy benefits on traditional products is calculated using assumptions as to future 
mortality, interest rates and withdrawals based on the Company’s experience.  The liability for future 
policy benefits for universal life and annuity contracts represents the contract balance.  Fixed-index 
products combine features associated with traditional fixed annuities and universal life contracts, with the 
option to have interest rates linked in part to an equity index.  The equity return component of such policy 
contracts is identified separately and accounted for at fair value as an embedded derivative.  The 
remaining portion of these policy contracts are recorded separately as fixed annuity or universal life 
contracts.  These contracts are recorded as discounted debt instruments that are accreted to their minimum 
account values at their projected maturities or termination dates using the effective yield method.  
 
Auditing estimates for future policy benefits required a high degree of judgment, including the need to 
involve an actuarial specialist, due to the nature of the data utilized in the complex actuarial models and 
the high degree of judgment applied by management in determining these liabilities.   
 
How the Critical Audit Matter was Addressed in the Audit 
 
Our audit procedures related to the future policy benefits liabilities included the following procedures, 
among others:  
 

 Obtained an understanding, evaluated the design and tested the operating effectiveness of 
controls, including technology controls, over the Company’s inputs and processes utilized in the 
calculation of future policy benefits, and the design and operating effectiveness of controls over 
the completeness and accuracy of the underlying source data. 

 Tested the completeness and accuracy of the underlying policy data used in the actuarial analysis.   

 Engaged an actuarial specialist to evaluate the appropriateness of actuarial methods and 
assumptions used in developing the estimates related to these liabilities. 
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Amortization of Deferred Policy Acquisition Costs, Deferred Sales Inducements and Value of Business 
Acquired 
 
Critical Audit Matter Description 
 
As described in Note 1, deferred policy acquisition costs include certain costs of successfully acquiring 
new insurance business, including commissions and other expenses directly related to the acquisition of 
new business, to the extent the costs are recoverable from future policy revenues and gross profits.  
Premium bonuses and bonus interest credited to contracts during the first contract year are also deferred 
to the extent the costs are recoverable.  For interest sensitive universal life and annuity products, these 
costs are amortized in relation to the present value of expected gross margins or gross profits on these 
policies.  For nonparticipating traditional life products, these costs are amortized over the premium paying 
period of the related policies in proportion to the ratio of annual premium revenues to total anticipated 
premium revenues.  The Company evaluates the recoverability of deferred policy acquisition costs and 
sales inducement costs by considering expected mortality, interest earned, credit rates, persistency and 
expenses and estimated future gross profits or future premiums.  Amortization is reviewed each year and 
adjusted retrospectively through an unlocking process when estimates of current or future gross 
profits/margins (including the impact of investment gains and losses) to be realized from a group of 
products are revised.  As discussed in Note 12, value of business acquired (VOBA) is an intangible asset 
based upon the difference between the fair value of policyholder liabilities acquired in a business 
combination and the same policyholder liability measured in accordance with the Company’s accounting 
policies.  The Company recorded VOBA of $145.8 million in connection with the acquisition of Ozark 
National Life Insurance Company on January 31, 2019.  VOBA is amortized following a methodology 
similar to that used for deferred policy acquisition costs.   
 
Auditing the amortization of deferred policy acquisition costs, deferred sales inducements and VOBA was 
especially challenging due to the complexity and high degree of judgment applied by management, 
including the need to involve an actuarial specialist, in determining estimated future gross profits.  The 
estimate of future gross profits includes assumptions regarding premium payment and expense patterns, 
mortality, persistency and investment performance. 
 
How the Critical Audit Matter was Addressed in the Audit 
 
Our audit procedures related to the amortization of deferred policy acquisition costs, deferred sales 
inducements and VOBA included the following procedures, among others: 
 

 Obtained an understanding, evaluated the design and tested the operating effectiveness of 
controls, including technology controls, over the Company’s inputs and processes utilized in 
estimating future gross profits and resulting amortization and the design and operating 
effectiveness of controls over the completeness and accuracy of the underlying source data. 

 Tested the completeness and accuracy of the underlying data used in the actuarial analysis.  
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 Engaged an actuarial specialist to evaluate the appropriateness of actuarial methods and 
assumptions utilized in the estimated gross profits used for amortization. 

BKD, LLP  

 
 
 
We have served as the Company’s auditor since 2014. 

Little Rock, Arkansas 
March 16, 2021 
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