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THE LONG GAME
The Only One That Counts

Volatility of Annual Stock Returns
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As the above chart illustrates, over the last two decades ASL’s stock
performance has not included years of negative returns as compared to
the stock market (S&P 500 Index). This allows greater compounding
returns for ASL’s stock, as the chart below reflects. Over the last 20
years, ASL’s stock has increased 463% vs. 220% for the S&P 500.

(Compound interest assumes reinvestment of dividends.)

$100 invested on 1/1/2000 (20 years)
= $100in ASL Stock - $100 in S&P 500
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Historical performance is no guarantee of future results and is not intended
to forecast future performance. The same analysis performed over different
time periods will produce different results.




5-Year
FINANCIAL HIGHLIGHTS
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Dear Fellow
SHAREHOLDERS,

March 13, 2020
Dear Fellow Shareholders,

The year 2019 was the Company’s 13th quinquennial (every 5 years)
celebration of when Frihoff Allen founded American Savings Life
Insurance Company on April 6, 1954. This wonderful company he
started has blessed countless lives over these many years. It truly is
an honor and a trusted responsibility to further the life’s work of both
my grandfather, Frihoff Allen, and that of my father, David K. Allen,
who is retiring from the Board of Directors this year after over 55
years of dedicated service to the Company. Both of these men leave
legacies that have provided incalculable value to all those associated
with the Company these past 65 years.

Unfortunately, however, the celebration of our 65th anniversary is at
present overshadowed by the coronavirus (COVID-19) pandemic
that is building momentum as it spreads throughout the world. As I
write this letter the world around us seems to be getting crazier and
scarier by the day. Although the ultimate impact it will have on the
world population and the world economy is unknown, it is sure to be
serious. | hope and pray that none of our shareholders, policyhold-
ers, customers, employees, agents, or brokers become seriously ill
from this virus.

Because we recognize the potential risks related to this pandemic,
our staff is preparing in every way we can to be able to continue op-
erating the business effectively under any situation that may develop.
As we take measures to minimize the spreading of germs in the of-
fice, we are simultaneously preparing for the possibility of our staff
needing to work from home if necessary to protect the safety of our
staff and our customers, which is of paramount priority.

Your Stock’s Performance and Dividends

Now, back to the purpose of this letter: to report on 2019’s perfor-
mance. The bottom line performance was: Net Taxable Income was
down 9% and After Tax Net Income was down 19%. Return On Eq-
uity decreased from 8.99% to 7.12%, and Total Shareholder Return
decreased from 9.22% to 8.21%.

Perhaps most noticeable to our shareholders was the decrease in the
second semi-annual dividend from 12¢ to 10¢ per share. This
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lowered the annual dividend 8% from 24¢ to 22¢ per share. The
Board of Directors lowered the October dividend in response to the
year’s lower earnings. Since our earnings thus far in 2020 have not
yet improved beyond 2019’s level, the Board decided to leave the
April dividend at 10¢ per share.

Therefore, the first semi-annual 2020 dividend will be 10¢ per share,
to be paid on April 10, 2020. The Board intends to declare a second
semi-annual dividend in August, to be paid in October. 2020 will be
the 38th consecutive year that we have paid cash dividends.
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As always, there are various positive results and negative results that
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together bring about our overall performance. The most significant
contributors included:

e Our average mortgage loan portfolio increased 13%, from
$39,700,000 in 2018 to $44,800,000 in 2019. This generated an
additional $256,000 of mortgage loan interest income.

e This increase in our mortgage loan portfolio mostly came from
the growth in annuities and deposit funds, which averaged
$43,100,000 during 2019, compared to $39,800,000 during
2018. The resulting $110,000 increase in interest expense on
annuities and deposit funds was in large part the cost of capital
for these additional mortgages.

e We were successful in selling off more of our real estate owned
(REO) properties, which provided an additional $1,700,000 on
average in cash throughout 2019. This also helped reduce the
net investment loss from REO’s by $68,000 in 2019.

e An additional cost of our growth was an 8% ($115,000) increase
in new employee salaries, benefits, and professional fees.

e Although mortgage loan interest income increased by $256,000,
the fee income we earn from making new loans was down
$102,000 in 2019. This was because our annual loan origina-
tions were $3,500,000 less in 2019. Other mortgage loan fee
income was down another $55,000 and our underwriting and
advertising expenses were up $48,000.

e Finally, our Federal income tax expense was $173,000 higher
than 2018. This is because the tax credit we received from the
elimination of the Alternative Minimum Tax offset all taxes
owed in 2018, but only $147,000 was left to apply toward
2019’s taxes. In 2020 we will begin paying essentially the full
corporate tax rate of 21%.

Building on our Firm Foundation of 65 Years

The Company’s first 65 years have provided valuable life insurance
coverage and real estate loans to thousands of customers and deliv-

ered substantial value to our many shareholders. It now provides a

firm financial foundation for the Company’s future growth and de-

velopment.

We look forward to continuing the Company’s long tradition of cre-
ating attractive and dependable shareholder returns while continu-
ing our prudent growth in diversified life insurance, annuity, and
real estate lending solutions.



Our overarching objective in our growth is to improve the value we
provide to all of our stakeholders and to expand the number of
stakeholders our Company benefits.

e We aim to provide better retirement income and life insurance
benefits to more retirees and their families.

e We aim to provide our unique Not So Hard Money™ real estate
loans to more business owners or real estate investors.

e We aim to provide increased opportunities for growth and suc-
cess for our employees, brokers, and agents.

e As we succeed in achieving the above objectives, they will lead
us to our ultimate aim of increasing returns to our shareholders.

Looking Ahead to 2020 and Beyond

Despite the current situation with the coronavirus COVID-19 pan-
demic and any short-term effects it may have on our performance,
we are quite confident about our Company’s long-term future.
There will assuredly be near-term challenges ahead, but our invest-
ment model graphically described on pages 12-13 has proven for
many decades to be a successful one. We have a unique and re-
warding niche within our industry; one that we are confident will
continue to benefit all stakeholders in our Company’s success.

We are continuing to further the growth and diversification of our
lending business as well as our life insurance and annuity business.
We believe as we are successful in these objectives, they will pro-
vide greater long-term income while also lowering our risks.

On behalf of the board of directors and the management team, I
want to thank you for your trust and support. I am confident we
will get through the wake of the current challenges we face with the
pandemic, both individually and as a company. Stay safe and
healthy and we will together look forward to an even brighter future
built on the firm foundation created over

the past 65 years.

Sincerely yours,

B rorar Sl D

Byron Frihoff Allen, President




(L107) 1010011 ‘doupaes) ] dukepy :paimord JoN o
(6961) [9suno) [307 /IOSIAPY “WI[Y T IA0D) (T107) 'd A/OSIAPY ‘WI[IV “H MIQOY :(T107) 1030211 ‘AdFuLL, 3y
{(8107) 1030211 yoquIdag L0437 *D (9007) JUIPISAIJ/I03(J ‘UIV * UOIAYG (8861T) 103021 SULIMDY ‘WI[IV M PIAe(q
“(6007) UewITeyD/10)0211( ‘WY “H 1IQIH *(17107) 1030211 ‘WI[IV D AdeL], (610T) FUIWON 10J00II(J/I0SIAPY ‘UOP.IE)) 'Y SIed)
:(10SIAPY 10 1030211 Sk UB3aq JBoA SUIMOYS) JYSLI 0} Y[ WO PAIMIIJ

“JUdWOFRURIA JO JYSISIOAO0 pue Sa101[0d 90UBUIIA0S YSNOIY) SIOP[OYAIRYS Y] JO ISAUI)UI 1S3q A} UI paSeuriu
8uraq st Auedwo)) oy a1nsud 03 st preoq a3 Jo asodind Arewd oy ], Auedwo)) oy SUIpeI[ Ul ISISSE 0) SIOSIAPY payyienb
[[oM SOJIAUL OS[e pIeOg Y], "SI0IdII(] JO pIeOog PO Ay} AQ PAIIAIIP PUB UIISIAAO0 dxe Auedwio)) dy) JO sIrejje YL

SIOSIAPY 29 S10J0911(] JO pieog



A Graphical Perspective of Our
LINES OF BUSINESS

Life Insurance and Annuities
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Annuities by Type — Chart 1 Annuities by Type — Chart 2
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Mortgage Lending
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A Graphical Perspective of Our
INVESTED ASSETS
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Cost of Capital vs.
INVESTMENT YIELDS

‘ Assets by Sources of Capital ‘

M Annuities
M Stockholders Equity
i Funds on Deposit
M Life Ins

M Other Liabilities

70% of our Assets are Reserves for Policyholders

Invested Assets by Type \

B Mortgage Loans
M Cash

w Bonds

M Real Estate

2%
M Other Investments

Avg. Cost of Capital
(Policyholder Reserves)

3.81%

Yields on Investment by Type

3.50% 9.6%

2.82%

1.98%

3.2%
0.3% 14% 1.2%
— ia

Annuities Funds on Life Ins. Weighted Mortg. Real Cash Bonds OtherWeighted
Deposit Average Loans Estate Invest- Average
ments

13



‘Sjuw2IpIs [P1oUPULf 252y} J0 1i0d [D.1323U1 UD 24D ()E-6] S23Dd UO SIION Y ] <

o
%99°L %T8°01 %L %TT6 %IT’8 (SdAG 44 101d / 12Ul SIAF + SIQ) UIMFY IOP[OYIRYS [BI0],
%91°L %L9°6 %TE'8 %668 %Cl'L (SdAg € 1ord s auoou 1ou) KYINbF U0 WINY
%Et'8 %6€'8 %S8°L %SE'L %L (s12s50 4 to1ud / su3 “dvo +-out “aut jou) PIATX JUSUISIAU]
%629 %€E€"9 %909 %86°S %I¢S (SdAg 4 101d / S4@) PIOIA PUSPIAIQ
SJUDIWIRINSBIJA] dULBULIOJId %QM
06L°€ 096°€ v10't ZdRY 9Tt (SdA Q) areys 124 Aynby jo anjeA yoog
S€T0 0vT0 0vT0 0vCT'0 0TT'0 (SdQ) a1eys 194 SpPUSPIAI(]
897°0 L9€°0 62€°0 19€°0 S6T°0 (Sdd) a1eys Jod (dwodu] JoN) s3urureq
PIT'LOLY  TOTTHI'Y  6¥9°LI9Y  6SSVLSY  S6S°CISY SurpueisinQ saIeys [e10 ],
06S6E€8°LT  €9€°T8E'8T 09V ¥ES8T  LESTLS6'ST  9£0°94T 61 Aymby s1opjoyareys [ejo,
ITI°619°6E  8YP10TTy PP 16TYr  08TOL6'SH  06L'SLE 6F SOII[IQEIT [BI0 ],
OV TIS8E  OIF'68T' 1Y 068°TL6TY  618°61T Ty 6LE'SSS LY sysodo(] 29 senIMUUY ‘SUJ JI'T JOJ SOAIOSSY [EJOL
TOL'YSYLS 11868509  $06°ST8T9  LISLT6TY  LT8PT9°89 19SSV [B10 ],
ejeq :om:mcn— _ﬂmoﬁw—:rﬂ .«c aﬂ@iﬁww&aw
TTL6STT TISTOLT STETTST TTH0S9°1 9IS T€E T awoou] 1N
08L°SSS‘T SI8°090°C  S£9°8T8‘1 9T LTYT 1€T 181 awoou] dAqexe ] 1N
0SE6LTY  9IS'L8I'E  8LSL89V  +TESPEY  6LT'LOSE sosuadxy (210
0€T°SELS [€E8YTS  €ITOIS9O  09¥°SL6'S 015886 SONUAANY [8I0 L

B)g( suonedQ jo yusudje)s

S10¢ 9107 L10T 810T 6107

(@ALIANVNN) ST0T 3 910C “L10T *$10T ‘6102 1€ YAANADIA AAANT SAVAA HL YOI
uostIeduwio) IBoX 9AII—rle( [RIOUBUL] PO}O9]°S




Consolidated Statement of Operations

FOR THE YEARS ENDED DEC 31: 2019, 2018 & 2017 (UNAUDITED)

REVENUES

Premiums - Life insurance

Premiums - Annuities w/ mortality risk
Investment income net of expenses

Cash & cash equivalents

Mortgage loans

Real estate owned

Marketable securities

Other investment income
Realized Capital Gains/(Losses)

Total Net Investment Income
TOTAL REVENUES
EXPENSES

Policyholder benefits

Increase in life reserves & loading
Policy acquisition costs

Interest on insurance and annuities
General expenses

Salaries and wages
Employee Benefits & Taxes
Professional fees

Other expenses

Taxes licenses and fees

TOTAL EXPENSES
NET TAXABLE INCOME

Federal Income Tax

NET INCOME

Total shares outstanding
Net Income per share

OTHER COMPREHENSIVE
INCOME (0CI)

Unrealized gain/(loss) on common stocks

Unrealized gain/(loss) on partnerships
Federal Income Tax on OCI Items
OCI, net of tax

COMPREHENSIVE INCOME

2019 2018 2017
165,932 161,898 160,261
139,940 1,195,632 1,599,257
92,404 72,414 86,411

4,447,623 4,419,956 4,631,953
(120,248) (188,099)  (152,227)
139,809 133,711 122,917
16,690 20,489 37,212
106,361 159,460 30,429
4,682,638 4,617,931 4,756,694
4,988,510 5975460 6,516,213
127,000 123,785 103,192
488219 1,538,938 1,874,778
73,553 87,359 73,046
1,150,078 1,039,492 1,098,363
1,138,283 1,061,143 1,045,840
248,528 265,807 263,429
168,037 113213 120,987
93,766 97,969 79,719
19,815 20,619 28,225
3,507,279 4,348,324 4,687,578
1481231 1,627,136 1,828,635
(149,715) 23,286 (307,309)
1,331,516 1,650,422 1,521,325
4,513,595 4,574,859 4,617,649
$ 0295 $ 0361$ 0329
248,793 0 0
(175,631) 0 0
(15,364) 0 0
57,797 0 0
1,389,313 1,650,422 1,521,325

15 The Notes on pages 19-30 are an integral part of these financial statements.



Consolidated Statement of Financial Position

FOR THE YEARS ENDED DEC 31: 2019, 2018, & 2017 (UNAUDITED)

2018 2017
4,617,717 6,591,709
0 2,699,169

4,637,981 4,733,878
1,059,918 1,105,732
63,010 79,511
43,479,155 40,580,656
484,538 678,763
7,334,309 5,151,078

61,676,629 61,620,495
394,281 471,702
315,835 335,715

209,457 203,896
331,615 194,096

62,927,817 62,825,904

2,675,854 2,592,828
30,446,273 31,483,234
9,097,692 8,896,829
460,720 217,155
1,289,741 1,101,399

43,970,280 44,291,443

929,841 928,961
2,674,503 2,640,296
22,575,259 21,869,583
(282,607)  (155,571)
(6,939,460)  (6,748,810)

18,957,537 18,534,460

62,927,817 62,825,904

4,574,859 4,617,649

ASSETS 2019
Cash and cash equivalents 12,150,989
Bond Mutual funds 0
Bonds 4,763,976
Common Stocks 1,295,498
Policy loans 110,617
Mortgage loans 43,803,381
Investments in partnerships 165,354
Real estate investments 4,976,731
TOTAL CASH & INVESTED ASSETS 67,266,545
Accrued interest & deposits 435,985
Deferred policy acquisition asset 392,844
Land, building & office equipment 234,697
Deferred tax asset 294,756
TOTAL ASSETS 68,624,827
Reserve for life policies 2,769,118
Reserve for annuities 35,086,940
Funds on deposit (APD/GIC) 9,999,321
Expenses due & accrued and other 281,555
Amounts held by ASLIC for others 1,241,857
TOTAL LIABILITIES 49,378,790
Capital stock 930,495
Capital stock in excess of par 2,700,769
Retained earnings 22,808,061
Other comprehensive income/(loss) 0
Less treasury stock (7,193,288)
;i[:‘g;lj?TLYSHAREHOLDERS 19,246,036
IOTALLAMLITES Ny
Shares Outstanding 4,513,595
Equity Value Per Share $ 4.264

$ 4.144 % 4.014

The Notes on pages 19-30 are an integral part of these financial statements. 16



Consolidated Statement of Cash Flow
FOR THE YEARS ENDED DEC 31: 2019, 2018, & 2017 (UNAUDITED)

OPERATING ACTIVITIES 2019 2018 2017
Funds provided from operations
Premiums received and annuity increases 6,524,362 $2,475960 $1,761,716
Net investment income (excl. realized gains) 4,097,505 4,656,580 4,552,455
Total funds provided from operations 10,621,868 7,132,540 6,314,171
Funds used in operations
Benefits and loss related payments (3,370,442) (4,653,359) (1,989,136)

Commissions & other expenses & taxes paid

(excluding federal income taxes) (1,511,794) (1,312,702) (1,419,188)

Dividends paid to policyholders (50,204) (46,253) (42,526)
Federal income taxes paid (excl. capital gains tax) (53,981) 462 (525,435)
Total funds (used) in operations (4,986,421) (6,011,853) (3,976,285)

Net cash provided from operations 5,635,447 1,120,687 2,337,886

INVESTING ACTIVITIES

Funds provided from investments sold, matured or repaid

Bonds 436,449 1,549,548 697,639
Stocks 389,822 2,755,837 3,546,722
Mortgage Loans 12,374,058 11,874,169 12,255,972
Real Estate 3,852,756 1,913,326 537,181
Other invested assets 143,553 73,128 377,033

Total investment proceeds before capital gains tax ~— 17,196,638 18,166,008 17,414,547
Cost of investments acquired

Bonds, Mutual Funds & long term CD's (633,106) (1,535,188) (2,725,764)
Stocks (376,609) (90,207)  (921,057)
Mortgage Loans (13,878,700)(18,397,217) (18,333,880)
Real Estate and other invested assets (152,196) 0 (146,376)
Total cost of investments acquired (15,040,610)(20,022,611) (22,127,077)
(Increase) Decrease in policy loans (47,607) 16,501 (5,794)
Net cash provided by investment activities 2,108,421 (1,840,102) (4,718,324)

FINANCING ACTIVITIES

Funds provided from (used for) financing activities
Capital and paid in surplus net of treasury stock (226,909) (155,563) (84,638)

Net deposits on deposit-type contracts 1,075,185 (147,533) 659,105
Cash dividends paid (999.,476) (1,103,594) (1,110,011)
Other cash provided (applied) (12,343) 152,113 445,583
Net cash from (used for) financing activities (163,543) (1,254,578) (89,962)
Increase (Decr.) in cash & short-term investments 7,580,324 (1,973,992) (2,470,400)
Cash & short-term investments, beg. of year 4,596,080 6,591,709 9,062,109
Cash & short-term investments, end of year 12,176,404 4,617,717 6,591,709

17 The Notes on pages 19-30 are an integral part of these financial statements.
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Notes to the Consolidated Financial Statements

(1) ORGANIZATION

American Savings Life Insurance Company (“Company”), founded in 1954, is a
registered capital stock life, health and accident insurance company licensed to
conduct business in the states of Arizona and Utah. The Company is currently en-
gaged in the life insurance and annuity business. Although it is customary in the
insurance industry for a portion of income to be derived from mortgage loans, a
large percentage of the Company’s income is attributed to mortgage loans. Since
the Company’s inception, mortgage loans have been its primary asset class.

Subsidiaries - American Savings Life Insurance Company owns 100% of ASL
Financial Group, Inc., a holding company which owns 100% of American Life
Financial Corporation, a licensed Arizona mortgage banker. American Life Finan-
cial exists primarily to market and originate mortgage loans for the Company’s
investment portfolio.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments - The following Company investments are recorded in accordance
with FASB Accounting Standards Codification Topic 944, Financial Services—
Insurance:

Bonds are stated at amortized cost, since they are expected to be held until ma-
turity.

Common stock and mutual funds are reported at market and temporary changes
in the market value of those securities are recognized as an unrealized gain
(loss).

Policy loans are reported at their outstanding principal balance.

Mortgage loans are reported at outstanding principal balance or amortized cost.

Receivables secured by real estate are reported at their outstanding principal
balance, less deferred gains, which are recognized under the installment method.

Real estate investments are reported at lower of cost or fair market value with
the related charge to realized loss if applicable.

Investment gains (losses) are determined on a specific identification basis. Real-
ized gains (losses) are credited (charged) to operations; unrealized gains (losses)
are credited (charged) to Other Comprehensive Income (Loss) (OCI).

Cash and cash equivalents - The company considers all highly liquid investments
with a maturity of one year or less at the time of reporting to be cash equivalents.

Restricted Securities - In accordance with the State of Arizona Insurance Regula-
tions, Arizona municipal bonds were on deposit with the Arizona State Treasurer
with an aggregate value of $516,428 at year end 2019 and $535,226 at year end
2018.

Policy Claims Pending - The liability for policy claims is based on the estimated
cost of individual claims reported plus estimated claims incurred but unreported
prior to December 31, 2018 and December 31, 2017, respectively.

Reinsurance - The Company had no agreements with nonaffiliated reinsurers or
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Notes to the Consolidated Financial Statements

reinsured policies during the period covered by this report.

Annuity policies - Deferred annuities and fixed-period immediate annuities are
accounted for in a manner consistent with accounting for interest bearing financial
instruments. These annuity premium receipts are not reported as revenue, rather as
deposit liabilities for annuity contracts. Immediate annuities that contain mor-
tality risk are accounted for in a manner consistent with insurance contracts.
These annuity premium receipts are reported as revenue when received from the
policy holder. The annuities issued do not include fees or other such charges.

Estimates - The preparation of these financial statements requires management to
make estimates and assumptions that affect the reported amounts of assets, liabili-
ties and disclosure of contingent assets and liabilities at the date of the financial
statements, thus affecting amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Accounting Standards Adopted in 2019 - ASU No. 2016-01: “Financial Instru-
ments — Overall (Topic 825-10)” — Issued in January 2016, ASU 2016-01 changes
the accounting for equity investments that are not accounted for under the equity
method of accounting by requiring changes in fair value to be recognized in net
income. The Company adopted this standard on January 1, 2019 using the modi-
fied retrospective approach with the cumulative effect of the adoption made to the
balance sheet as of the date of adoption. Thus, the adoption resulted in a reclassifi-
cation of the related accumulated net unrealized gains of $68,151 included in accu-
mulated other comprehensive income as of December 31, 2018 to retained earn-
ings. Under previous guidance, changes in fair value for investments of this nature
were recognized in accumulated other comprehensive income as a component of
stockholders’ equity.

(3) CASH AND INVESTMENTS

Cash and Cash Equivalents: The Company has maintained various accounts at
several banks with amounts not exceeding $250,000. Accounts at each institution
are insured by the Federal Deposit Insurance Corporation up to $250,000. Total
cash in demand deposits exceeding FDIC insurance limits were $249,772 and
$290,842 at December 31, 2019 and 2018, respectively. The money market funds
utilized by the Company invest in short-term U.S. government and agency securi-
ties.

Bond Mutual Funds consist of Vanguard funds which invest in investment grade
bonds with short-term maturities typically ranging from one to five years. These
funds offer a low-cost, diversified approach to bond investing, providing broad
exposure to corporate bonds, pooled consumer loans, and U.S. government bonds.
Although short-term bond funds tend to have a higher yield than money market
funds, the tradeoff has been that share price fluctuates. As a result of increases in
interest rates, which caused the prices of the bonds in the portfolio to decrease and
thus the fund’s share price to decrease, we liquidated our bond mutual funds in
2018.

Bonds: In 2017, the Company invested in Government National Mortgage Associ-
ation (GNMA or Ginne Mae) bonds. GNMA guarantees principal and interest on
mortgage-backed securities (MBS) backed by loans insured by the Federal Hous-
ing Administration and the Department of Veterans Affairs. GNMA securities,
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Notes to the Consolidated Financial Statements

like U.S. Treasuries, are guaranteed and backed by the full faith and credit of the
U.S. government and generally are considered to be of the highest credit quality.

Bonds consist of the following:

December 31, 2019 2018
GNMA bonds $ 1,686,647 $ 1,554,425
Municipal bonds 516,428 535,226
Corporate bonds 2,560,901 2,548,330
Total bonds $ 4,763,976 $ 4,637,981

The amortized cost of bonds as of December 31, 2019 and 2018, by investment
grade are as follows:

2019 2018
Amortized % of  Amortized % of
Bonds: Cost  Total Cost  Total
AAAto A $ 3,946,524 83% $ 3,809,559  82%
BBB 720,613 15% 730,421 16%
BB 96,839 2% 95,984 2%
B 0 0% 2,017 0%

Totalbonds $ 4,763,976 100% $ 4,637,981 100%

Common Stock: The distribution of unrealized gains and losses on common stock
as of December 31, 2019 and 2018, by investment strategy are as follows:

2019
Unrealized Fair
Common stocks: Cost Gain/(Loss) Value
Dividend stocks strategy $ 225940 $ 71,924 $ 297,864
Growth stocks strategy 484,848 152,636 637,484
Non-US stocks mutual fund 0 0 0
Berkshire Hathaway 256,685 82,905 339,590
Other 20,075 485 20,560
Total common stocks $ 987,548 $ 307,950 $ 1,295,498
2018
Unrealized Fair
Common stocks: Cost Gain/(Loss) Value
Dividend stocks strategy $ 219957 $ 20,834 $ 240,791
Growth stocks strategy 245,580 27,218 272,798
Non-US stocks mutual fund 249,337 -27,403 221,934
Berkshire Hathaway 256,685 49,315 306,000
Other 20,209 -1,814 18,395
Total common stocks $ 991,768 $ 68,150 $ 1,059,918

Mortgage Loans consist of commercial, consumer and purchase money loans
collateralized by real estate. The Company’s lending policies allow for loans up to
65% of appraised values at interest rates ranging from 6.99% or more and terms
ranging from one to 15 years. The weighted average lending rates for mortgage
loans during 2019 and 2018 were 9.15% and were 8.96%, respectively. At De-
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cember 31 2019 and 2018, the distribution of the mortgage loan portfolio by prop-
erty type and state are as follows:

2019 2018
% of % of
Property type Amount  Total Amount  Total
Commercial $ 37,014,283 85% $ 36,076,078  83%
Residential 5,546,563 13% 6,615,068 15%
Land 1,242,535 3% 934,415 2%
Total mortgage loans ~ $ 43,803,381 100% $ 43,625,561 100%
Valuation allowance 0 -146,406
Total net mortgage loans $ 43,803,381 $ 43,479,155
2019 2018
% of % of
State Amount  Total Amount Total
Arizona $ 17,079,750 39% $ 19,366,142 44%
Texas 13,200,064 30% 13,697,031 31%
Nevada 3,937,338 9% 3,585,457 8%
Utah 2,355,326 5% 2,382,924 5%
New Mexico 2,277,256 5% 788,208 2%
Colorado 2,261,684 5% 2,280,799 5%
California 1,616,977 4% 0 0%
Wyoming 550,000 1% 1,000,000 2%
Washington 524,987 1% 525,000 1%
Total mortgage loans $ 43,803,381 100% $ 43,625,561 100%
Valuation allowance 0 -146,406
Total net mortgage loans $ 43,803,381 $ 43,479,155

The Company establishes a specific valuation allowance when it is probable that,
based upon current information and events, the Company will be unable to collect
all amounts due under a given mortgage loan. The specific valuation allowance is
comprised of the recorded value of the loan minus the fair market value of the col-
lateral of high risk loans (more than 30 days delinquent). No loans required a spe-
cific valuation allowance as of December 31, 2019 and 2018.

In 2019, the Company did away with the high LTV valuation allowance because
after analyzing the historical performance of foreclosed mortgage loans, manage-
ment determined that there was not a correlation between LTV and losses from
foreclosure. Furthermore, in aggregate, the Company does not generally lose
money on foreclosures. This allowance was $0 and $146,406 as of December 31,
2019 and 2018, respectively. Both allowances reduce Mortgage Loans and in-
crease unrealized losses in the Statement of Financial Position.

The following is the composition of the mortgage receivable aging at year-end:
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2019 2018

Value of Value of

Land and Land and
Mortgages: Amount Buildings Amount Buildings
In good standing $ 42,540,721 $ 111,710,200 § 43,259,629 $§ 110,572,200
Greater than 90 days past due 0 0 43,338 120,000
In foreclosure, interest accruing 1,262,660 3,365,000 322,594 990,000
Total mortgage loans $ 43,803,381 $ 115075200 § 43,625,561 $ 111,682,200
Valuation allowance 0 -146,406
Total net mortgage loans $ 43,803,381 $ 43,479,155

Investments in Partnerships:

The Company holds a 7% interest in Window Rock Residential Recovery Fund,
LP and in 2018, disposed of a 13% interest in Sugarloaf VII, LLC. Both invest-
ments are mortgage loan joint ventures managed by the Cardon Group. These joint
ventures invest in distressed mortgage loans at discounted prices. Investments in
partnerships are summarized as follows:

2019
Total Distributions Realized Unrealized Book
Contributed Income Rtn of Cap Gain/(Loss) Gain/(Loss) Value
Window Rock @ $ 880,000 24,526 334,664 0 -379,983 165,354
2018
Total Distributions Realized Unrealized Book
Contributed Income Rtn of Cap Gain/(Loss) Gain/(Loss) Value
Sugarloaf @ $ 420,000 $ 136,892 $ 328257 $§ 91,743 § 0 3 0
Window Rock 880,000 24,526 191,111 0 -204,351 484,538
Total $ 1,300,000 $ 161,418 $ 519,368 $ -91,743 § -204,351 $ 484,538

(@® Unrealized loss was our prorated share of Window Rock’s September, 30,
2019 and 2018 inception-to-date net losses of $5.1M and $2.6M, respectively.

(@ 1In 2018, arealized loss of $35K was recognized upon dissolution of Sugar-
loaf.

Real Estate consists of properties acquired in satisfaction of debt and real estate
investments (excluding home office property). The following is a summary of real
estate investments at year end:

Real estate investments: Amount Amount
December 31, 2019 2018
Number of foreclosures 1 4
Book value of foreclosures $ 1,415,641 $ 3,971,102
Number of properties sold 12 7
Book value of properties sold $ 2,086,235 $ 1,630,664
Net gains/(losses) from sale of real estate $§ 350,880 $§ 282,662
Write-downs (OTTI) on real estate $§ 250,100 $ 18,822
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2019 2018
Real estate investments: Amount Amount
Property acquired in satisfaction of debt $ 3,885,412 $ 6,242,990
Investments in real estate 1,091,319 1,091,319
Total real estate investments $ 4976,731 $ 7,334,309

Fair Value Measurement: Investments are disclosed utilizing an established
framework for measuring fair value, and an established fair value hierarchy which
prioritizes valuation techniques. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumes that the
transaction to sell the asset or transfer the liability occurs in the principal market
for the asset or liability or, in the absence of a principal market, the most advanta-
geous market. Valuation techniques that are consistent with the market, income or
cost approach are used to measure fair value.

The fair value hierarchy prioritizes valuation techniques used to measure fair value
into three broad levels: Level 1 Investments use quoted prices in active markets
for identical assets the entity has the ability to access. Level 2 Investments use
inputs other than quoted prices included within Level 1 that are observable for the
asset, either directly or indirectly. The Company has no Level 2 Investments.
Level 3 Investments have no observable value for the assets and rely on Manage-
ment’s own assumptions that market participants would use in pricing the asset.
The table below presents the Company’s fair value hierarchy for those assets
measured at fair value on a recurring basis as of December 31, 2019.

Balance Balance
Investments: 12/31/2018 Additions Retirements 12/31/2019
Level 1 investments:
Unaffiliated common stock 1,059,918 342,111 -106,532 1,295,498
Certificates of deposit 496,000 496,000 -496,000 496,000
Total Level 1 1,555,918 838,111 -602,532 1,791,498
Level 3 Investments:
Mortgage loans 43,479,155 13,878,700 -13,554,474 43,803,381
Real estate investments 7,334,309 1,415,641 -3,773,219 4,976,731
Partnership interests 484,538 0 -319,184 165,354
Policy contract loans 63,010 53,531 -5,924 110,617
Total level 3 51,361,012 15,347,871 -17,652,802 49,056,082
Total Investments $ 52916931 $ 16,185983 $§ -18,255334 $ 50,847,579
Money market and checking accounts 11,654,989
Bonds carried at amortized cost 4,763,976
Total cash and investments $ 67,266,545

Management uses a market approach to determine the fair value of mortgage loans
and properties held for sale. Loans are adjusted for changes in the market value of
the property collateralized based on local market indices. Property held for sale is
adjusted to the most recent independently appraised value. The cost approach is
used to determine the fair value of properties occupied by the Company and the
policy contract loans.
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(4) LAND, BUILDING AND OFFICE EQUIPMENT

The office occupied by the company is located at 935 E. Main Street, Mesa, AZ.
The Company acquired the building through a section 1031 property exchange.
Since book value of the office occupied by the company was lower than the esti-
mated salvage value at the time of the property exchange, depreciation was not
taken on this property. An appraisal for this property was done in February 2019
and it was appraised at a fair market value of $980,000. The following is a sum-
mary of the depreciated book value of our home office land, building and office
equipment at year end:

Balance Balance
12/31/18 Additions Retirements 12/31/19
Home office - land $ 71,622 $ 0 $ 0 $ 71,622
Home office - building 122,879 31,369 0 154,248
Office equipment 14,956 1,845 -7,974 8,826
Total $ 209,457 $ 33214 $ -7,974  $ 234,696

(5) DEFERRED TAX ASSET (LIABILITY)

The components of the net deferred tax asset / (liability) at December 31, 2019 and
2018 are as follows:

2019 2018
Gross deferred tax assets $ 1,049,580 $ 675,844
Statutory valuation allowance adjustments 0 -146,845
Adjusted gross deferred tax assets 1,049,580 528,999
Deferred tax assets non-admitted -272,202 -239,978
Net admitted deferred tax asset 777,378 289,021
Deferred tax liabilities -499.,447 -46,618
Net admitted deferred tax assets / (liabilities) 277,931 242,403
Current income tax recoverable/(payable) 16,825 89,212
Total deferred tax asset $ 294,756 $ 331,615

(6) LIFE INSURANCE POLICIES

Reserve for life policies reflects the liability for aggregate reserve amounts which,
with additions from premiums to be received and with interest compounded annu-
ally at a level interest assumption of between 2.75% and 5.5%, are calculated to be
sufficient to meet policy obligations as they mature. The components of the re-
serve for life policies by policy type at December 31, 2019 and 2018 are as fol-
lows:
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Reserve for life policies: 2019 2018

Grand slam policies $ 1,250,401 $ 1,147,889
Youth life policies 822,570 815,754
Other life insurance policies 628,001 646,331
Total reserve for life policies 2,700,973 2,609,974
Policy claims pending 10,000 10,000
Provision for policyholder dividends 52,696 50,298
Premiums received in advance 5,449 5,582

Total net reserve for life policies $ 2,769,118 $ 2,675,854

Participating life insurance policies: The allocation of dividends to participating
policy owners is based on actuarial mortality rates with consideration for invest-
ment yields (which are subject to periodic review), issue ages, policy durations
and premium charges. The mortality rates correspond with rates assumed in the
calculation of the premium charges. Participating business comprised approxi-
mately 20% of total life insurance in force at December 31, 2019 and 21% at De-
cember 31, 2018. Policy dividends are determined annually by the Board.

(7) ANNUITIES

Reserve for Annuities consists of fixed-period immediate, life-contingent imme-
diate, and deferred annuities. The components of the reserve for annuities at De-
cember 31, 2019 and 2018 are as follows:

Reserve for annuities 2019 2018

Life-contingent immediate annuities $ 4,593,889 $ 4,659,739
Fixed-period immediate annuities 2,307,751 2,134,194
Deferred annuities 28,185,301 23,652,340
Total reserve for annuities $ 35,086,940 $ 30,446,273

Annuity Premiums: As discussed in Note 2, deferred annuity and fixed-period
immediate annuity premiums are not reported as revenue, rather as deposit liabili-
ties for annuity contracts. The following is a summary of annuity premiums at year
end:

Annuity premiums 2019 2018

Life-contingent immediate annuities $ 139,940 $ 1,195,632
Fixed-period immediate annuities 785,308 291,364
Deferred annuities 6,216,438 1,119,499
Total annuity premiums $ 7,141,686 $ 2,606,495

(8) FUNDS ON DEPOSIT

Funds on deposit with the Company consist of Advance Premium Deposits
(APDs), Guaranteed Interest Contracts (GICs) and Dividends on Deposit (DODs).
Funds on deposit are amounts held on behalf of outside parties. Interest is paid
yearly at a rate set by the Company. Funds on deposit are renewed annually at the
option of the Company and the terms of the contract can be changed by the Com-
pany with a 30-day notice.
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The components of funds on deposit at December 31, 2019 and 2018 are as fol-
lows:

2019 2018
Interest Interest
Funds on deposit Amount Rate Amount Rate
Advance Premium Deposits $ 3,365,360 4% $ 3,306,029 4%
Guaranteed Interest Contracts 6,623,966 2% 5,782,170 3%
Dividends on Deposit 9,995 4% 9,493 4%
Total Funds on deposit $ 9,999,321 $ 9,097,692

(9) LINE OF CREDIT

The Company has an unsecured line-of-credit agreement with a bank, which ena-
bles the company to borrow up to $3,000,000. Borrowings under the line-of-credit
agreement as of December 31, 2019 and 2018 amounted to $0. The interest rate is
a variable interest rate which is 0.050 percentage points under the Wall Street
Journal Prime Rate with an interest rate floor of 4.950%.

(10) STOCKHOLDERS' EQUITY

State of Arizona insurance regulations require the Company to keep a minimum
capital of $300,000 and a minimum free surplus of $150,000. The following is a
summary of capital and free surplus at December 31, 2019 and 2018:

2019 2018
Capital § 930,495 $§ 929,841
Free surplus $ 18,315,542 $ 18,027,696

In January 2017, the Board authorized the Company to purchase up to 300,000
shares of Company stock at 90% of the most recent available GAAP basis book
value (adjusted for unpaid dividends), with this resolution to renew annually until
revoked. The following is a summary of stock purchases for 2019 and 2018:

2019 2018
# of shares purchased =~ 67,795 51,595
Low price § 368 § 3.61
High price $ 380 § 3.76

On February 18, 2020, the Board of Directors declared a cash dividend of 10.0
cents per share. The distribution will be made on April 10, 2020 to stockholders of
record on March 31, 2020. A second semi-annual dividend is expected to be de-
clared by the Board in August and paid in October.
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(11) INVESTMENT INCOME NET OF EXPENSES

The components of investment income net of expenses at December 31, 2019 and
2018 are as follows:

Cash & cash equivalents Marketable securities
2019 2018 2019 2018
Income $ 103,395 $ 81,266 Income $ 163,219 $ 155,088
Expenses -10,991 -8,852 Expenses  -23,410 -21,377
Total $ 92404 $ 72414 Total $ 139,809 §$ 133,711
Mortgage loans Other investment income
2019 2018 2019 2018
Income $ 4,606,276 $ 4,527,204 Income §$§ 30,095 $ 30,927
Expenses _ -158,654 -107,248 Expenses __ -13,405 -10,438

Total $ 4,447,623 $ 4,419,956 Total $ 16,690 $ 20,489

Real estate owned

2019 2018
Income $ 477,031 $ 696,522
Expenses -597,279 -884,621

Total $ -120,248 $ -188,099

(12) EMPLOYEE BENEFITS & TAXES

Profit Sharing Plan - In 1993, the Company began to sponsor a qualified profit
sharing plan available to full-time employees who meet the plan's eligibility re-
quirements. The terms of the plan call for annual discretionary contributions by the
Company as determined by the Board of Directors. Plan contributions were
$75,222 for 2019 and $98,740 for 2018.

Stock Benefit Plan - In October 2007, the Company began an employee compen-
sation in stock benefit plan available to full-time employees and directors. The
terms of the plan allows employees or directors to specify up to 100% of their total
compensation to be taken as shares of company stock. The allocation price of the
stock is 100% of the (non-audited) GAAP book value for the month preceding
enrollment. During 2019, 6,531 shares of Company common stock were purchased
under the plan for a total of $26,919. The October 2019 enrollment stock price was
$4.12 and as of December 31, 2019, $4,507 of employee and directors compensa-
tion had been set aside for stock purchase.

The components of employee benefits and taxes at December 31, 2019 and 2018
are as follows:

Employee benefits & taxes 2019 2018

Profit sharing plan § 75222 § 98,740
Employee welfare 85,055 82,194
Payroll taxes 88,251 84,873

Total employee benefits & taxes $§ 248,528 §$ 265,807
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(13) RELATED PARTIES

There is a significant inter-relationship between policyholders who are also stock-
holders and members of Company management and the Board of Directors. Nev-
ertheless, no related party transactions involving this group have occurred during
the years ended December 31, 2019 and 2018, other than ordinary compensation,
expense reimbursements and similar items incurred in the ordinary course of busi-
ness, except as follows:

a) Life insurance premiums paid by Company officers and directors totaled
13.3% and 12.8% of total premiums paid in 2019 and 2018, respectively.
Company officers and directors also owned 5.1% and 5.1% of total policy
face value in 2019 and 2018, respectively.

b) Robert E. Allen is the Vice President of the Company and also the Trustee of
the Company’s Profit Sharing Plan detailed in Note 11.

¢) Wayne Gardner is a Company director and also a partner of Buntrock, Harri-
son & Gardner Law, PLLC, which the company paid legal fees of $510 and
$2,979 in 2019 and 2018, respectively.

(14) CLAIMS AND CONTINGENCIES

The Company has various legal proceedings and claims pending that are common
to its operations. While it is not possible to determine the ultimate outcome of
these matters, it is the opinion of the Company’s legal counsel and management
that they will not result in monetary damages that in the aggregate would be mate-
rial to the business or operations of the Company.

(15) UNCERTAIN TAX POSITIONS

During 2010, the Company adopted the provisions of FASB Interpretation No. 48,
as codified by the Financial Accounting Standards Board. This Interpretation re-
quires entities, including nonprofit organizations, to evaluate uncertain tax provi-
sions and record a liability for those positions in which it is more likely than not
that the position would result in an additional tax liability pursuant to an examina-
tion by the Internal Revenue Service. Management evaluates annually its tax posi-
tions related to unrelated business income, and if applicable adjusts its income tax
provision accordingly. As of December 31, 2019, no uncertain tax positions have
been identified and accordingly, no provision has been made.

(16) SPECIAL NOTE - Statutory Financial Statements

Each year, the Company files its financial statements with the Arizona Department
of Insurance and the National Association of Insurance Commissioners (NAIC).
They are prepared according to Standard Statutory Accounting Practices (SSAP)
requirements, and are used by state regulators to review our Company's solvency
and claims paying ability. We refer to these as the "statutory" financial statements,
and they are audited each year by a qualified Certified Public Accounting firm.

The statutory financial statements differ in several respects with the financial state-
ments provided herein (referred to as the Stockholders Financial Statements). Two
significant additional reserves required in the Statutory Financial Statements in-
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clude Asset Valuation Reserves ($1.6 million) and Interest Maintenance Reserves
($2,438). These Stockholders Financial Statements, although unaudited, are pre-
pared in a manner primarily consistent with Generally Accepted Accounting Prin-
ciples.

The following table shows a comparison of the financial highlights of the Stock-
holders Financial Statements with the Statutory Financial Statements:

2019 Stockholders 2019 Statutory

Financial Statements Financial Statements
Total Assets $ 68,624,827  $ 66,829,163
Total Liabilities $ 49,378,790  $ 51,001,245
Total Stockholders’ Equity $ 19,246,036 $ 15,827,918
Equity per Share $ 426 % 3.51
Annual Net Income $ 1,389,313 $ 1,324,308
Net Income per Share $ 031 $ 0.29

After April 30, 2020, the 2019 audited statutory financial statements will be
available on the Company’s website: www.AmericanSavingsLife.com/stock.

(17) SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 1, 2020, the date in
which the financial statements were available to be issued. No events or transac-
tions occurred after year-end that require additional disclosure or adjustment to the
financial statements.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this Annual Report are forward-looking state-
ments. Examples of forward-looking statements include (i) projections of reve-
nues, income or lost earnings or loss per share and other financial items, (ii) state-
ments of plans and objectives of the Company or its management, and (iii) state-
ments of future economic performance. Words such as “believe,” “anticipates,”
“expects,” “intends,” “may,” “will,” and similar expressions are intended to identi-
fy forward-looking statements but are not the exclusive means of identifying these

statements.

In addition, all statements other than statements of historical facts that ad-
dress activities that the Company expects or anticipates will or may occur in
the future are forward-looking statements. Forward-looking statements in-
volve risk and uncertainties, which may cause actual results to differ materi-
ally from those in such statements.
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