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Dear Shareholder, it is my pleasure to announce the results of First Trinity Financial
Corporation (“FTFC” or the “Company”) and its subsidiaries Trinity Life Insurance
Company (“TLIC”), Family Benefit Life Insurance Company (“FBLIC”), Trinity Mortgage
Corporation (“TMC”), and Trinity American Inc. (“TAI”) for the year ended December 31,
2023.

On February 23, 2024, your Board of Directors voted unanimously to terminate the Share
Acquisition Agreement dated April 24, 2023, among the Company, MTCP LLC and Brickell
L&A Holdings LLC, pursuant to provisions of an amendment to the Agreement giving us
the right to terminate it at our discretion. Your Board determined that after several delays in
completing the tasks necessary to seek to obtain insurance regulatory approval, combined
with the uncertainty whether regulatory approval would be obtained, that it would be
better for us to seek to maximize shareholder value by looking at other opportunities for a
liquidity event for our shareholders. We continue our efforts regarding this endeavor and

will continue to work with investment bankers.

From net income standpoint, 2023 was by far the best year in the Company’s history. Net
income after tax increased $1,730,658 from $6,184,703 to $7,915,361, an increase of 28.0%.
Net investment income increased by 20.7% from $26,221,172 to $31,655,321. Assets
increased by $6,157,498 from $665,864,037 in 2022 to $672,021,535 in 2023, an increase of
0.9%. Life Insurance premiums increased by 9.0% from $35,705,560 in 2022 to $38,912,934
in 2023. Total revenues increased by 15.6% from $65,559,099 in 2022 to $75,756,472 in
2023.

Our international operation through TAI continues to grow at a rapid pace, new life
premium increased by 21.3% from $2,042,777 in 2022 to $2,477,744 in 2023. As a reminder
TAI markets whole life insurance, endowment and other financial and investment contracts
that are denominated solely in U.S. dollars. TAI, through its exclusive marketing agreement
with International Marketing Group, has seen tremendous growth in the international
arena. The majority of the growth both in new premium income and the recruitment of

new agents can be contributed to the countries of Colombia followed by Brazil.
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Three years ago, FBLIC entered into a reinsurance agreement with Texas Republic Life
Insurance Company (“TRLIC”), a subsidiary of Texas Republic Capital Corporation
(“TRCC”). Under the agreement FBLIC reinsured permanent and term insurance products
marketed by TRLIC through the workplace in Texas. Currently FBLIC is in discussions
with TRCC management for FBLIC to directly sell these products in states where TRLIC is
not licensed. If the current negotiations reach a successful conclusion FBLIC will enter into
an agreement with Texas Republic Life Solutions, a subsidiary of TRCC, to be the exclusive
marketing arm for these products. Currently the states being considered where FBLIC

would sell these products are Arkansas, Louisiana, Missouri, New Mexico and Oklahoma.

In 2023, Mortgage Loans sourced by TMC for our life company investment portfolio
continued to perform extremely well in spite of the rising interest rates and other challenges
the real estate and mortgage loan industry faced. Our gross investment income from
mortgage loans increased by 16.8% from $16,850,320 to $19,678,014 in 2023. Our weighted
average loan to value on the entire portfolio was a very conservative 60.5%. We are extremely
proud to report that we only foreclosed on one loan last year and had zero losses in the
mortgage loan portfolio during 2023, At year-end the Company’s mortgage loan portfolio
totaled $239,831,447 with a gross return of 8.2%.

As you can see from the above, the company continues to grow, continues to increase
profitability, and continues to seek new ways to enhance shareholder value. We are excited
for our growth in 2024 and beyond. I would like to personally thank each and every

shareholder for their continued support.

Sincerely,

Gregg Zahn, Chairman
President and CEO



SUCCESSFUL LITIGATION

FTFC and TAI Defeat Citizens, Inc.,
CICA Life, Ltd. and Citizens Life
Insurance Company of America

On November 7, 2018, Citizens Inc., CICA Life, and Citizens Life Insurance Company
of America sued several defendants that would eventually include First Trinity Financial
(“FTFC”) and its international business subsidiary Trinity American Inc. (“TAI”), in
the District Court of Travis County, Texas, claiming common law unfair competition,
misappropriation of trade secrets under the Texas Uniform Trade Secrets Act and
various breaches of and interference with contracts. Several of the individual defendants
counterclaimed seeking damages for breach of contract based on commissions they were
denied when the plaintiffs wrongfully terminated their sales agreements. Trial of the case
occurred from February 26, 2024, through March 8, 2024, during which FTFC, TAI and the
other defendants offered a vigorous defense. In its verdict, delivered on March 8, 2024, the
jury confirmed FTFC’s position that the plaintiffs’ claims were without merit, and found
no liability on any cause of action against FTFC or TAI. No damages were awarded to the
plaintiffs against any defendant. In addition, the jury found the plaintiffs owed over $1.2
million to two individual defendants for wrongfully withheld renewal commissions. FTFC
is pleased with the just verdict and looks forward to building its international business

through TAI without the burden of defending against further anti-competitive litigation.




Consolidated Assets
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Assets increased by $6,157,498 from $665,864,037 in 2022 to $672,021,535 in 2023, an increase of 0.9%.
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Premium income increased by $3,207,374
from $35,705,560 in 2022 to $38,912,934
in 2023, an increase of 9.0%.
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Total revenues increased by $10,197,373
from $65,559,099 in 2022 to $75,756,472
in 2023, an increase of 15.6%.
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Corporate Information

Corporate Address

Corporate Office
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Investor Relations
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PART I
Item 1. Business
Business Development

First Trinity Financial Corporation (the “Company” or “FTFC”) is the parent holding company of Trinity Life Insurance
Company (“TLIC”), Family Benefit Life Insurance Company (“FBLIC”), Trinity Mortgage Corporation (“TMC”) and
Trinity American, Inc. (“TAI”). The Company was incorporated in Oklahoma on April 19, 2004, for the primary purpose of
organizing and operating a life insurance subsidiary.

The Company owns 100% of TLIC. TLIC owns 100% of FBLIC. TLIC and FBLIC are primarily engaged in the business
of marketing, underwriting and distributing a broad range of individual life insurance products and annuity contracts to
individuals.

TLIC’s and FBLIC’s current product portfolio consists of a modified premium whole life insurance policy with a flexible
premium deferred annuity rider, whole life, term, final expense, accidental death and dismemberment policies and annuity
contracts. The term products are both renewable and convertible and issued for 10, 15, 20 and 30 years. They can be issued
with premiums fully guaranteed for the entire term period or with a limited premium guarantee. The final expense policies
are issued as either a simplified issue or as a graded benefit, determined by underwriting. The TLIC and FBLIC products
are sold through independent agents.

TLIC is licensed in the states of Alabama, Georgia, Illinois, Indiana, Kansas, Kentucky, Louisiana, Mississippi, Montana,
Nebraska, New Mexico, North Dakota, Ohio, Oklahoma, South Dakota, Tennessee, Texas, Utah and West Virginia. FBLIC
is licensed in the states of Alabama, Arizona, Arkansas, Colorado, Georgia, Illinois, Indiana, Kansas, Kentucky, Louisiana,
Michigan, Mississippi, Missouri, Montana, Nebraska, New Mexico, North Carolina, North Dakota, Ohio, Oklahoma,
Pennsylvania, South Dakota, Tennessee, Texas, Utah, Virginia and West Virginia.

The Company owns 100% of TMC that was incorporated in 2006 and began operations in January 2007. TMC’s primary
focus changed during 2020 from premium financing loans to originating, brokering and administrating residential and
commercial mortgage loans for third parties.

The Company owns 100% of TAI. TAI was incorporated in Barbados, West Indies on March 24, 2016 for the primary
purpose of forming a life insurance company producing United States (U.S.) dollar denominated life insurance policies and
annuity contracts outside of the United States and Barbados. TAI is licensed as an Exempt Insurance Company under the
Exempt Insurance Act of Barbados. TAI was initially involved in developing life insurance contracts but is now issuing life
insurance policies and annuity contracts through an association with distribution channels. The Company’s acquisition of
TAI was formally approved by Barbados regulators and the certifications were received in 2019.

Company Capitalization

Our operations have been financed primarily through the private placement of equity securities and intrastate public stock
offerings. Through December 31, 2023, we have received $27,119,480 from the sale of our shares. The Company raised
$1,450,000 from two private placements during 2004 and $25,669,480 from two public stock offerings and one private
placement stock offering from June 22, 2005 through February 23, 2007; June 29, 2010 through April 30, 2012 and August
15, 2012 through March 8, 2013. The Company issued 7,347,488 shares of its common stock and incurred $3,624,518 of
offering costs during these private placements and public stock offerings.

The Company also issued 702,685 shares of its common stock in connection with two stock dividends paid to shareholders
in 2011 and 2012 that resulted in accumulated earnings being charged $5,270,138 with an offsetting credit of $5,270,138 to
common stock and additional paid-in capital.

In 2020, the Company paid a $0.05 per share cash dividend for a total of $393,178 and issued 791,339 shares of Class A
common stock in connection with a 10% stock dividend to its Class A shareholders. The 10% stock dividend resulted in
accumulated earnings being charged $8,657,249 with an offsetting credit of $8,657,249 to Class A common stock and
additional paid-in capital.



The Company has also purchased 247,580 shares of treasury stock at a cost of $893,947 from former members of the Board
of Directors including the former Chairman of the Board of Directors, a former agent, the former spouse of the Company’s
Chairman, Chief Executive Officer and President and a charitable organization where a former member of the Board of
Directors had donated shares of the Company’s common stock.

Acquisitions

On December 23, 2008, FTFC acquired 100% of the outstanding common stock of First Life America Corporation
(“FLAC”) from an unaffiliated company. The acquisition of FLAC was accounted for as a purchase. The aggregate
purchase price for FLAC was $2,695,234 including direct cost associated with the acquisition of $195,234. The acquisition
of FLAC was financed with the working capital of FTFC.

On December 31, 2008, FTFC made FLAC a 15 year loan in the form of a surplus note in the amount of $250,000 with an
interest rate of 6% payable monthly, that was approved by Oklahoma Insurance Department (“OID”). This surplus note is
eliminated in consolidation.

On August 31, 2009, two of the Company’s subsidiaries, Trinity Life Insurance Company (“Old TLIC”) and FLAC, were
merged, with FLAC being the surviving company. Immediately following the merger, FLAC changed its name to TLIC.

On December 28, 2011, TLIC acquired 100% of the outstanding common stock of FBLIC from FBLIC’s shareholders. The
acquisition of FBLIC was accounted for as a purchase. The aggregate purchase price for the acquisition of FBLIC was
$13,855,129. The acquisition of FBLIC was financed with the working capital of TLIC.

On April 28, 2015, the Company acquired a block of life insurance policies and annuity contracts according to the terms of
an assumption reinsurance agreement. The Company acquired assets of $3,644,839 (including cash), assumed liabilities of
$3,055,916 and recorded a gain on reinsurance assumption of $588,923.

On April 3, 2018, FTFC acquired 100% of the outstanding stock of TAI domiciled in Barbados, West Indies. The Barbados
regulators approved the acquisition and supplied certifications during 2019. The aggregate purchase price for the
acquisition of TAI was $250,000. The acquisition of TAI was financed with the working capital of FTFC.

Effective January 1, 2020, the Company acquired 100% of the outstanding common stock of K-TENN Insurance Company
(“K-TENN”) from its sole shareholder in exchange for 168,866 shares of FTFC’s common stock. The acquisition of K-
TENN was accounted for as a purchase. The aggregate purchase price of K-TENN was $1,746,240. Immediately
subsequent to this acquisition, the $1,746,240 of net assets and liabilities of K-TENN along with the related life insurance
business operations were contributed to TLIC.

On January 4, 2022, FTFC acquired Royalty Capital Life Insurance Company (“RCLIC”) from Royalty Capital
Corporation (“Royalty”) in exchange for 722,644 shares of FTFC’s Class A common stock issued to unrelated parties. The
acquisition of RCLIC was accounted for as a purchase and the net acquisition consideration was recorded at $4,596,764.
Royalty was dissolved immediately after FTFC acquired RCLIC. On March 1, 2022, the Missouri Department of
Commerce and Insurance (“MDCI”) approved FTFC’s contribution and merger of RCLIC into FBLIC.

Financial Information about Segments

The Financial Accounting Standards Board (“FASB”) guidance requires a “management approach” in the presentation of
business segments based on how management internally evaluates the operating performance of business units. The
discussion of segment operating results that follows is being provided based on segment data prepared in accordance with
this methodology.

Our business segments are as follows:

e Life insurance operations, consisting of the life insurance operations of TLIC, FBLIC and TAI;

e  Annuity operations, consisting of the annuity operations of TLIC, FBLIC and TAI and

e Corporate operations, which includes the results of the parent company and TMC after the elimination of
intercompany amounts.

Please see Item 8 below and Note 11 to the consolidated financial statements as of and for the years ended December 31,
2023 and 2022 for additional information regarding segment information.



Life Insurance and Annuity Operations

Our Life Insurance and Annuity Operations consists of issuing ordinary whole life insurance, endowments, modified
premium whole life with an annuity rider, term, final expense and accidental death and dismemberment policies and
annuity contracts. The policies can be issued with premiums fully guaranteed for the entire term period or with a limited
premium guarantee. The final expense policies are issued as either a simplified issue or as a graded benefit, determined by
underwriting. Our products are marketed through independent agents.

FBLIC renewed its administrative services agreement with Investors Heritage Life Insurance Company (“IHLIC”) on
November 1, 2022. Under the terms of this agreement, the services provided by IHLIC include underwriting, policy issue,
accounting, claims processing and other services incidental to the operations of FBLIC. The agreement is effective for a
period of five (5) years from November 1, 2022 through October 31, 2027 and includes a provision that the agreement may
be terminated at any time by either party with a 12 month written notice.

FBLIC executed an actuarial consulting services agreement with IHLIC on November 1, 2022. Under the terms of this
agreement, the services provided by IHLIC include actuarial services for the operations of FBLIC. The agreement is
effective for a period of five (5) years from November 1, 2022 through October 31, 2027 and includes a provision that the
agreement may be terminated at any time by either party with a 12 month written notice.

TLIC renewed its administrative services agreement with IHLIC on November 1, 2022, after a written extension of the
previous administrative services agreement. Under the terms of this agreement, the services provided by IHLIC include
underwriting, policy issue, accounting, claims processing and other services incidental to the operations of TLIC. The
agreement is effective for a period of five (5) years from November 1, 2022 through October 31, 2027 and includes a
provision that the agreement may be terminated at any time by either party with a 12 month written notice.

TLIC executed an actuarial consulting services agreement with IHLIC on November 1, 2022. Under the terms of this
agreement, the services provided by IHLIC include actuarial services for the operations of TLIC. The agreement is effective
for a period of five (5) years from November 1, 2022 through October 31, 2027 and includes a provision that the agreement
may be terminated at any time by either party with a 12 month written notice.

TLIC continues to seek to serve middle income households and markets its products through independent agents. TLIC was
originally licensed in Oklahoma and with the acquisition of FLAC in late 2008, expanded into Illinois, Kansas, Kentucky,
Nebraska, North Dakota, Ohio and Texas. With the acquisition of FBLIC in late 2011, we expanded into Arizona,
Colorado, Missouri and New Mexico. FBLIC also had initial licenses in Kansas, Nebraska and Oklahoma where TLIC was
also licensed. In late 2012, FBLIC was licensed in Arkansas, Indiana, Kentucky, North Dakota, South Dakota, Texas and
West Virginia. In 2013, FBLIC was licensed in Illinois and Pennsylvania. In 2014, FBLIC was licensed in Georgia,
Louisiana, Michigan, Mississippi, North Carolina, Ohio, Tennessee and Virginia. In 2015, FBLIC was licensed in Alabama
and Utah. In 2018, FBLIC and TLIC were licensed in Montana. In 2019, TLIC was licensed in Tennessee. In 2020, TLIC
was licensed in Alabama, Indiana, Louisiana, Mississippi, New Mexico, South Dakota and Utah. In 2021, TLIC was
licensed in Georgia and West Virginia.



The following tables sets forth our direct collected life insurance premiums and annuity considerations by the
policyholder’s state of residence at the time of premium collection and annuity consideration, for the most significant states
in which we are licensed, for the years ended December 31, 2023 and 2022, in accordance with statutory accounting
practices prescribed by the states of domicile of TLIC and FBLIC.

Year Ended December 31, 2023

Life Annuity
State Premiums Percentage  Considerations Percentage

ALADAMA ..o $ 925,134 293%$ - 0.00%
ATIZONA ...t eaeeeaee s 535,611 1.69% 824,122 1.22%
ATKANSAS ...t 631,492 2.00% 5,002 0.01%
(070] 16 2T Lo TSRO 964,553 3.05% 53,067 0.08%
(€T g - SRR 1,708,051 5.40% 1,046,986 1.54%
THENOTS ottt et v e ene e 1,991,234 6.30% 137,150 0.20%
INAIANA......oooiiiiiiicieece e 1,286,901 4.07% 3,380,944 4.99%
KANSAS ...t 1,716,912 5.43% 1,952,140 2.88%
KeNtUCKY ..ot 1,009,116 3.19% - 0.00%
LOUISIANG ...ttt eave e 892,269 2.82% 49,900 0.07%
MICHIZAN ..ot 677,515 2.14% 255,029 0.38%
LAY T o] 1 ¢ TSRO 1,626,367 5.15% 286,550 0.42%
NEDIASKA. ....cvvieeeeeceee et 392,476 1.24% 5,953,567 8.78%
NOrth Caroling.......c.ccocueeeevieiciieeie e 3,441,716 10.89% 12,118,420 17.87%
NOIth DAKOTA ...ceveeeeviecieecieeee et 75,454 0.24% 15,384,458 22.68%
ORNI0 ..ttt et et et eae s 3,419,283 10.82% 1,725 0.00%
OKIAhOMA ... 1,044,670 3.31% 680,666 1.00%
Pennsylvania .........ccccceeviieiiiieniesiecee e 1,211,847 3.83% 505,058 0.74%
South Carolina.........c..cccveeieieeeciieiieeeie et 34,346 0.11% 997,303 1.47%
TENNESSCE ..ttt ettt ettt et eeveeearee s 1,170,322 3.70% 343,350 0.51%
TEXAS wveeeveeereecteeete ettt ettt et et et et ere e e raaeanee s 4,750,577 15.04% 21,485,887 31.68%
VITZINIA 1ottt ettt ettt ene s eneeneas 933,283 2.95% 1,166,022 1.72%
AL OthET STALES......covvieeeieeeiieceeeeeee et 1,168,264 3.70% 1,191,523 1.76%

Total direct collected premiums and considerations.......... $ 31,607,393 100.00% $ 67,818,869 100.00%

Year Ended December 31, 2022
Life Annuity
State Premiums  Percentage  Considerations Percentage

AlaDAMA ... $ 921,920 2.99% $ 25,000 0.04%
ATIZONA......oieiiiiieeeie ettt ettt et v e e ave e saaeenane s 442,595 1.43% 269,566 0.43%
ATKANSAS ...ttt e e 566,066 1.83% 16,747 0.03%
(©70] 167 =T Lo TSROSO 973,082 3.15% 100,862 0.16%
GEOTZIA .uveeevieeieeteecteeete ettt ettt ettt ve e taesreenas 1,654,780 5.36% 1,818,675 2.89%
THNOTS ..ttt e et e et e e 2,006,450 6.50% 111,400 0.18%
INAIANA......ocoiiiiiicce e 1,289,690 4.18% 1,136,537 1.81%
KANSAS ...t 1,820,746 5.90% 716,355 1.14%
KENTUCKY vttt 1,044,357 3.39% - 0.00%
LOUISIANG ....c.vvievieciee ettt 862,247 2.80% - 0.00%
MICRIZAN ... 629,161 2.04% 7,000 0.01%
IMISSOUT . .vecuveievieeteeeeteeeteeereeeveeeveeeareesveeeareeetseeeteeeeraeeneean 1,561,917 5.06% 179,761 0.29%
NEDIASKA.....cvviiiiieiii et 324,863 1.05% 746,395 1.19%
North Caroling.......c..cocueeeeviiiciieeiiecieeeiee e 3,178,613 10.30% 10,850,213 17.27%
NOIth DaKOta ...cuviiciiiicieeciieeee et 72,958 0.24% 9,781,465 15.57%
()13 e TR 3,553,991 11.52% 58,260 0.09%
OKIANOMA ... 1,088,430 3.53% 1,056,389 1.68%
Pennsylvania .........cccceeevieiiiiiiieceeecee e 1,154,154 3.74% 632,396 1.01%
South Carolina.........c..coeueeeiuieeeieieieeeee e 35,316 0.11% 613,483 0.98%
TENNESSEE ..ot e e e e e e e e eaaaaes 1,121,426 3.64% 100,560 0.16%
TEXAS wveeeuveeetee ettt ettt ettt et et ettt e eaee s 4,685,265 15.20% 33,306,666 52.99%
VITZINIA c.veeiiieiiiciieciieie ettt esaessaeseeenas 804,417 2.61% 677,730 1.08%
All Other STAES.....ccvviiieieeiii et 1,056,096 3.43% 630,707 1.00%

Total direct collected premiums and considerations.......... $ 30,848,540 100.00% $ 62,836,167 100.00%
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Reinsurance

TLIC cedes reinsurance under various agreements allowing management to control exposure to potential losses arising
from large risks and providing additional capacity for growth and risk diversification. TLIC reinsures all amounts of risk on
any one life in excess of $100,000 for individual life insurance with IHLIC, Optimum Re Insurance Company (“Optimum
Re”), RGA Reinsurance Company and Wilton Reassurance Company (“Wilton Re”).

The Company also assumes reinsurance under various agreements allowing management to increase growth in assets and
profitability. TLIC is a party to an Automatic Retrocession Pool Agreement (the “Reinsurance Pool”) with Optimum Re,
Catholic Order of Foresters, American Home Life Insurance Company and Woodmen of the World. The agreement
provides for automatic retrocession of coverage in excess of Optimum Re’s retention on business ceded to Optimum Re by
the other parties to the Reinsurance Pool. TLIC’s maximum exposure on any one insured under the Reinsurance Pool is
$100,000. As of January 1, 2008, the Reinsurance Pool stopped accepting new cessions.

Effective September 29, 2005, FLAC and Wilton Re executed a binding letter of intent whereby both parties agreed that
FLAC would cede the simplified issue version of its Golden Eagle Whole Life (Final Expense) product to Wilton Re on a
50/50 quota share original term coinsurance basis. The letter of intent was executed on a retroactive basis to cover all
applicable business issued by FLAC subsequent to January 1, 2005. Wilton Re agreed to provide various commission and
expense allowances to FLAC in exchange for FLAC ceding 50% of the applicable premiums to Wilton Re as they were
collected. As of June 24, 2006, Wilton Re terminated the reinsurance agreement for new business issued after the
termination date.

FBLIC also participates in reinsurance in order to provide risk diversification, additional capacity for future growth and
limit the maximum net loss potential arising from large amounts of risk. FBLIC reinsures initial amounts of risk on any one
life in excess of $100,000 for individual life insurance with Optimum Re. TLIC and FBLIC also reinsure its accidental
death benefit portion of their life policies under a bulk agreement with Optimum Re. To the extent that the reinsurance
companies are unable to meet their obligations under the reinsurance agreements, TLIC and FBLIC remain primarily liable
for the entire amount at risk.

Coinsurance

Effective January 1, 2018, TLIC entered into an annuity coinsurance agreement with an offshore annuity and life insurance
company whereby 90% of TLIC’s annuity considerations originated after December 31, 2017 were ceded to the assuming
company. The assuming company contractually reimburses TLIC for the related commissions, withdrawals, settlements,
interest credited, submission costs, maintenance costs, marketing costs, excise taxes and other costs plus a placement fee.
Effective April 1, 2020, the Company and an offshore annuity and life insurance company mutually agreed that the Quota
Share under its existing reinsurance agreement shall be 0% for future business instead of the original contractual amount of
90%.

In accordance with this annuity coinsurance agreement, TLIC holds assets and recognizes a funds withheld liability for the
benefit of the assuming company in an amount at least equal to the annuity reserves, in accordance with U.S. statutory
accounting principles, generated by this ceded business. In addition, the assuming company maintains a trust related to this
ceded business amounting to at least an additional 4% of assets above the annuity reserve required under U.S. statutory
accounting principles. This coinsurance agreement may be terminated for new business by either party at any time upon 30
days prior written notice to the other party.

In 2019, TLIC entered into a life insurance coinsurance agreement with TAI, effective October 1, 2018, whereby 100% of
TAI’s life insurance policies and annuity contracts issued after September 30, 2018 were ceded to TLIC. TLIC
contractually reimburses TAI for the related commissions, submission costs, maintenance costs, marketing costs and other
costs related to the production of life insurance policies and annuity contracts.

In 2022, FBLIC entered into group life insurance coinsurance agreement with Texas Republic Life Insurance Company
(“TRLIC”), whereby generally 50% of TRLIC group life insurance policies and premiums were ceded to FBLIC. FBLIC
contractually reimburses TRLIC for generally 50% of the related commissions, submission costs, maintenance costs,
marketing costs and other costs related to the production of group life insurance policies.



Competition

The U.S. life insurance industry is a mature industry that has experienced little to no growth. Competition is intense
because the life insurance industry is consolidating, with larger, more efficient and more effective organizations emerging
from consolidation. In addition, legislation became effective in the United States that permits commercial banks, insurance
companies and investment banks to combine. These factors have increased competitive pressures in general.

Many domestic life insurance companies have significantly greater financial, marketing and other resources, longer
business histories and more diversified lines of insurance products than we do. We also face competition from companies
marketing in person as well as with direct mail and internet sales campaigns. Although we may be at a competitive
disadvantage to these entities, we believe that our premium rates, policy features, marketing approaches and policyholder
services are generally competitive with those of other life insurance companies selling similar types of products and provide
us with niche marketing opportunities not actively pursued by other life insurance companies.

Governmental Regulation

TLIC and FBLIC are subject to regulation and supervision by the OID. The insurance laws of Oklahoma give the OID
broad regulatory authority, including powers to: (i) grant and revoke licenses to transact business; (ii) regulate and
supervise trade practices and market conduct; (iii) establish guaranty associations; (iv) license agents; (v) approve policy
forms; (vi) approve premium rates for some lines of business; (vii) establish reserve requirements; (viii) prescribe the form
and content of required financial statements and reports; (ix) determine the reasonableness and adequacy of statutory capital
and surplus and (x) regulate the type and amount of permitted investments. TLIC and FBLIC can be required, under the
solvency or guaranty laws of most states in which they do business, to pay assessments (up to prescribed limits) to fund
policyholder losses or liabilities of other insurance companies that become insolvent. These assessments may be deferred or
foregone under most guaranty laws if they would threaten an insurer’s financial strength and, in certain instances, may be
offset against future premium taxes.

TLIC and FBLIC are subject to Oklahoma laws that limit the amount of dividends insurance companies can pay to
stockholders without approval of the Departments of Insurance. The maximum dividend, which may be paid in any twelve-
month period without notification or approval, is limited to the greater of 10% of statutory surplus as of December 31 of the
preceding year or the net gain from operations of the preceding calendar year. Cash dividends may only be paid out of
surplus derived from realized net profits. Based on these limitations, there is no capacity for TLIC to pay a dividend due to
a negative unassigned surplus of $2,247,082 as of December 31, 2023. In addition, based on those limitations, there is the
capacity for FBLIC to pay a dividend up to $1,373,511 in 2024 without prior approval. In 2022, FBLIC paid a $3,200,000
dividend to TLIC, of which $1,495,631 was considered ordinary and $1,704,369 was considered extraordinary. FBLIC has
paid no dividends TLIC in 2023. These dividends would be eliminated in consolidation. TLIC has paid no dividends to
FTFC.

There are certain factors particular to the life insurance business which may have an adverse effect on the statutory
operating results of TLIC and FBLIC. One such factor is that the costs associated with issuing a new policy in force is
usually greater than the first year’s policy premium. Accordingly, in the early years of a new life insurance company, these
initial costs and the required provisions for reserves often have an adverse effect on statutory operating results.

Employees

As of March 7, 2024, the Company had nineteen full-time employees.

Item 2. Properties

TLIC owns approximately three acres of undeveloped land located in Topeka, Kansas with a carrying value of $409,436.
FBLIC owns approximately one-half acre of undeveloped land located in Jefferson City, Missouri with a carrying value of

$131,000.

During 2022, the Company sold investment real estate property with an aggregate carrying value of $147,909. The
Company recorded a gross realized investment gain on sale of $52,171 based on an aggregate sales price of $200,080.

During 2023, the Company foreclosed on residential mortgage loans of real estate totaling $764,967 and transferred those
properties to investment real estate held for sale.



Item 3. Legal Proceedings

From time to time, we are a party to various legal proceedings in the ordinary course of business. While management is
unable to predict the ultimate outcome of these actions, it believes that any ultimate liability arising from them will not
have a material effect on the Company’s financial position, results of operations or cash flow. We are not currently a party
to any bankruptcy, receivership, reorganization, adjustment or similar proceeding, and we are not aware of any material
threatened litigation. As summarized below, the Company is currently involved in three pending lawsuits.

A lawsuit filed by the Company and its Chairman and Chief Executive Officer, Gregg E. Zahn (“Mr. Zahn”) styled First
Trinity Financial Corporation and Gregg E. Zahn vs. C. Wayne Pettigrew and Group & Pension Planners was originally
filed in 2013 in the District Court of Tulsa County, Oklahoma against former Company Board of Director, C. Wayne
Pettigrew (“Mr. Pettigrew”). The Company and Mr. Zahn alleged that Mr. Pettigrew defamed Mr. Zahn and the Company
and that Mr. Pettigrew breached his fiduciary duties to the Company by making untrue statements about the Company and
Mr. Zahn to the press, state regulators and to certain shareholders.

In February 2017, the lawsuit resulted in a jury verdict in favor of the Company and Mr. Zahn, with the jury awarding
damages of $800,000 to the Company and $3,500,000 to Mr. Zahn. In February 2020, the Oklahoma Court of Civil
Appeals, upon an appeal by Mr. Pettigrew, reversed the judgment and remanded the case for a new trial. A Petition for
Certiorari review with the Oklahoma Supreme Court by the Company and Mr. Zahn was declined in December, 2020. The
case is now scheduled to be retried in the District Court. The Company is vigorously prosecuting this case. The Company
faces no exposure in connection with this action since there were no counterclaims or cross claims made against the
Company. Management believes that this lawsuit is not material in relation to the Company’s financial position or results of
operations.

The Company, through its life insurance subsidiary, TLIC, commenced two lawsuits as plaintiff, both in the New York
Supreme Court, New York County, one on June 29, 2020 and another on March 4, 2022, for breach of contract against a
company for failure to advance funding to lottery ticket winners to the detriment of TLIC and against various of that
company’s associated persons for unjust enrichment and fraud perpetuated on TLIC. The cases are entitled “Trinity Life
Insurance Company v. Advance Funding LLC, Dan Cevallos, and Monica L. Ray, Index No. 652780/2020” (New York
Supreme Court, New York County) and “Trinity Life Insurance Company v. Advance Funding LLC, Dan Cevallos, Julie
Casal, and Monica L. Ray, Index No. 651023/2022” (New York Supreme Court, New York County). The Company is
vigorously prosecuting this case against the defendants. The Company faces no exposure in connection with either action
since no counterclaims or cross claims have been made against the Company. Management believes that this lawsuit is not
material in relation to the Company’s financial position or results of operations.

The third lawsuit, filed on November 7, 2018, involves an insurance holding company and its insurance subsidiaries as
plaintiffs in the District Court of Travis County, Texas, entitled Citizens, Inc., CICA Life Ltd., and CICA Life Insurance
Company of America, v. Randall H. Riley, Citizens American Life, LLC, Citizens American Life, Inc., Alexis Delgado,
Carlos Landa, Enrique Ruiz, Johan Silva, Esperanza Delgado, Michael Buchweitz, Jonathan Pollio, Steven Rekedal, First
Trinity Financial Corporation, Trinity American, Inc., and International Marketing Group S.A. LLC, defendants. The
plaintiffs claimed common law unfair competition, misappropriation of trade secrets under the Texas Uniform Trade
Secrets Act and various breaches of and interference with contracts. Several of the individual defendants counterclaimed
seeking damages for breach of contract based on commissions they were denied due to wrongful termination of their sales
agreement by the plaintiffs. Trial of the case occurred from February 26, 2024 through March 8, 2024 and the defendants
offered a vigorous defense. In its verdict, delivered on March 8, 2024, the jury confirmed the Company’s position that the
plaintiffs’ claims were without merit, found no liability on any cause of action against the Company and awarded no
damages against any defendant. In addition, the jury found the plaintiffs owed over $1.2 million to two individual
defendants for wrongfully withheld sales commissions.



Item 4. Mine Safety Disclosures

None

PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Small Business Issuer

()

(b)

()

Purchases of Equity Securities
Market Information

Trading of the Company’s common stock is limited and an established public market does not exist.

Holders
As of March 7, 2024, there were approximately 7,800 shareholders of the Company’s outstanding common stock.

FTFC has authorized 40,000,000 shares of Class A common stock and 10,000,000 shares of Class B common stock.
Class B shareholders are entitled to elect a majority of FTFC’s Board of Directors (one-half plus one) but will only
receive, compared to FTFC’s Class A shareholders, 85% of cash dividends, stock dividends or amounts due upon any
FTFC merger, sale or liquidation event. FTFC’s Class B shareholders may also convert one share of FTFC’s Class B
common stock for a .85 share of FTFC’s Class A common stock. FTFC’s Class A shareholders will elect the
remaining Board of Directors members and will receive 100% of cash dividends, stock dividends or amounts due
upon any Company merger, sale or liquidation event.

Dividends

Prior to 2020, we had never declared or paid cash dividends on our common stock. In 2020, our Board of Directors
declared and paid a $0.05 per share cash dividend (amounting to $393,178) on our Class A common stock.

The Board of Directors of the Company has not adopted a formal dividend payment policy. The timing, declaration
and payment of future dividends to holders of our common stock fall within the discretion of our Board of Directors
and will depend on our operating results, earnings, financial condition, the capital requirements of our business and
other factors.

Provisions of the Oklahoma Insurance Code relating to insurance holding companies subject transactions between the
Company and TLIC and the Company and FBLIC, including dividend payments, to certain standards generally
intended to prevent such transactions from adversely affecting the adequacy of life insurance subsidiaries’ capital and
surplus available to support policyholder obligations. In addition, under the Oklahoma General Corporation Act, the
Company may not pay dividends if, after giving effect to a dividend, it would not be able to pay its debts as they
become due in the usual course of business or if its total liabilities would exceed its total assets.

On January 10, 2011, the Company’s Board of Directors approved a 5% share dividend by which shareholders
received a share of common stock for each 20 shares of common stock of the Company they hold. The dividend was
payable to the holders of shares of the Corporation as of March 10, 2011. Fractional shares were rounded to the
nearest whole number of shares. The Company issued 323,777 shares in connection with the stock dividend.



On January 11, 2012, the Company’s Board of Directors approved another 5% share dividend by which shareholders
received a share of common stock for each 20 shares of common stock of the Company they hold. The dividend was
payable to the holders of shares of the Corporation as of March 10, 2012. Fractional shares were rounded to the
nearest whole number of shares. The Company issued 378,908 shares in connection with the stock dividend.

On November 12, 2020, the Company’s Board of Directors approved a 10% share dividend by which shareholders
received a share of Class A common stock for each 10 shares of Class A common stock of the Company they hold.
The dividend was payable to the holders of shares of the Corporation as of November 12, 2020. Fractional shares
were rounded up to the nearest whole number of shares. The Company issued 791,339 shares in connection with the
stock dividend.

(d) Securities Authorized for Issuance Under Equity Compensation Plans
There are no plans under which equity securities are authorized for issuance.

(e) Performance Graph — Not Required

(f)  Purchases of Equity Securities by Issuer

During 2012, 2013, 2014 and 2015, the Company repurchased 247,580 shares of its common stock at a total cost of
$893,947 from former members of the Board of Directors including the former Chairman of the Board of Directors, a
former agent, the former spouse of the Company’s current Chairman, Chief Executive Officer and President and a
charitable organization where a former member of the Board of Directors had donated shares of the Company’s
common stock.

Item 6. Reserved
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview
First Trinity Financial Corporation (“we” “us”, “our”, “FTFC” or the “Company”) conducts operations as an insurance
holding company emphasizing ordinary life insurance products and annuity contracts in niche markets.

As an insurance provider, we collect premiums in the current period to pay future benefits to our policy and contract
holders. Our core TLIC and FBLIC operations include issuing modified premium whole life insurance with a flexible
premium deferred annuity, ordinary whole life, final expense, term and annuity products to predominately middle income
households in the states of Alabama, Arizona, Arkansas, Colorado, Georgia, Illinois, Indiana, Kansas, Kentucky, Louisiana,
Michigan, Mississippi, Missouri, Montana, Nebraska, New Mexico, North Carolina, North Dakota, Ohio, Oklahoma,
Pennsylvania, South Dakota, Tennessee, Texas, Utah, Virginia and West Virginia through independent agents.

We also realize revenues from our investment portfolio, which is a key component of our operations. The revenues we
collect as premiums from policyholders are invested to ensure future benefit payments under the policy contracts. Life
insurance companies earn profits on the investment spread, which reflects the investment income earned on the premiums
paid to the insurer between the time of receipt and the time benefits are paid out under policies. Changes in interest rates,
changes in economic conditions and volatility in the capital markets can all impact the amount of earnings that we realize
from our investment portfolio.

Our profitability in the life insurance and annuity segments is a function of our ability to accurately price the policies that
we write, adequately value life insurance business acquired, administer life insurance company acquisitions at an expense
level that validates the acquisition cost and invest the premiums and annuity considerations in assets that earn investment
income with a positive spread.



Acquisitions

The Company expects to facilitate growth through acquisitions of other life insurance companies and/or blocks of life
insurance and annuity business. In late December 2008, the Company completed its acquisition of 100% of the outstanding
stock of FLAC for $2,500,000 and had additional acquisition related expenses of $195,234.

In late December 2011, the Company completed its acquisition of 100% of the outstanding stock of FBLIC for
$13,855,129.

On April 28, 2015, the Company acquired a block of life insurance policies and annuity contracts according to the terms of
an assumption reinsurance agreement and assumed liabilities of $3,055,916.

In 2019, FTFC’s acquisition of TAI for $250,000 was approved by the Barbados, West Indies regulators.

Effective January 1, 2020, the Company acquired 100% of the outstanding common stock of K-TENN Insurance Company
(“K-TENN”) from its sole shareholder in exchange for 168,866 shares of FTFC’s common stock. The aggregate purchase
price of K-TENN was $1,746,240.

On January 4, 2022, FTFC acquired RCLIC from Royalty in exchange for 722,644 shares of FTFC’s Class A common
stock issued to unrelated parties. Royalty was dissolved immediately after FTFC acquired RCLIC. On March 1, 2022, the
Missouri Department of Commerce and Insurance approved FTFC’s contribution and merger of RCLIC into FBLIC.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition, results of operations and liquidity and capital resources is based on
our consolidated financial statements that have been prepared in accordance with accounting principles generally accepted
in the United States (“U.S. GAAP”). Preparation of these financial statements requires us to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenue and expenses. We evaluate our estimates and
assumptions continually, including those related to investments, deferred acquisition costs, value of insurance business
acquired and policy liabilities. We base our estimates on historical experience and on various other factors and assumptions
that we believe are reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions. We believe the following accounting policies, judgments and estimates
are the most critical to the preparation of our consolidated financial statements.

The Company considers its most critical accounting estimates to be those applied to investments in fixed maturities
securities, mortgage loans on real estate, deferred policy acquisition costs, value of insurance business acquired and future
policy benefits. There has been a material change to the Company’s critical accounting policies and estimates involving
Investments in Fixed Maturity Securities and Mortgage Loans on Real Estate since December 31, 2022 involving the
current estimates of credit losses related to the Company’s first quarter 2023 adoption of Accounting Standards Update
2016-13 Financial Instruments — Credit Losses: Measurement of Credit Losses on Financial Instruments and all related
guidance dealing with the FASB’s pronouncements dealing with changes in accounting for and recognizing credit losses.
These revised critical accounting policies are summarized as follows:

Investments in Fixed Maturity Securities

We hold fixed maturity interests in a variety of companies. The Company continuously evaluates the difference between
the cost or amortized cost and estimated fair value of its fixed maturity securities to determine whether any decline in value
is the result of a credit loss or other factors. An allowance for credit losses is recorded against available-for-sale securities
to reflect the amount of an unrealized loss attributed to credit. This impairment is limited by the amount that the fair value
is less than the amortized cost basis. Any remaining unrealized loss is recognized in other comprehensive income (loss)
with no change to the cost basis of the security. This determination involves a degree of uncertainty. Changes in the
allowance for credit losses are recognized in earnings.
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The assessment and determination of whether or not a credit loss exists is based on consideration of the cash flows expected
to be collected from the fixed maturity security. The Company develops those expectations after considering various factors
such as agency ratings, the financial condition of the issuer or underlying obligors, payment history, payment structure of
the security, industry and market conditions, underlying collateral, and other factors that may be relevant based on the facts
and circumstances pertaining to individual securities.

If the Company intends to sell the fixed maturity security or will be more likely than not be required to sell the fixed
maturity security before recovery of its amortized cost basis, then any allowance for credit losses, if previously recorded is
written off and the fixed maturity security’s amortized cost is written down to the security’s fair value as of the reporting
date with any incremental impairment recorded as a charge to noninterest income.

Prior to 2023, the Company evaluated the difference between the amortized cost and estimated fair value of its fixed
maturity investments to determine whether any decline in fair value was other-than-temporary in nature. This determination
involved a degree of uncertainty. If a decline in the fair value of a fixed maturity security was determined to be temporary,
the decline was recognized in other comprehensive income (loss) within shareholders’ equity. If a decline in a security’s
fair value was considered to be other-than-temporary, we then determined the proper treatment for the other-than-temporary
impairment. For fixed maturity securities, the amount of any other-than-temporary impairment related to a credit loss was
recognized in earnings and reflected as a reduction in the cost basis of the security. The amount of any other-than-
temporary impairment related to other factors was recognized in other comprehensive income (loss) with no change to the
cost basis of the security. The assessment of whether a decline in fair value was considered temporary or other-than-
temporary included management’s judgment as to the financial position and future prospects of the entity issuing the
security. It is not possible to accurately predict when it may be determined that a specific security will become impaired. If
an other-than-temporary impairment related to a credit loss occurred with respect to a fixed maturity security, we amortized
the reduced book value back to the security’s expected recovery value over the remaining term of the fixed maturity
investment.

Mortgage Loans on Real Estate

Mortgage loans are carried at unpaid balances, net of unamortized premium or discounts. This measurement of mortgage
loans on an amortized cost basis is reduced by an allowance for credit losses representing a valuation allowance that is
deducted from the amortized costs basis of mortgage loans to present the net carrying value at the amount expected to be
collected on the mortgage loans.

Mortgage loans on real estate interest income and the amortization of premiums or discounts are included in net investment
income. Mortgage loan fees, certain direct loan origination costs, and purchase premiums and discounts on loans are
recognized as an adjustment of yield by the interest method based on the contractual terms of the loan. In certain
circumstances, prepayments may be anticipated.

The statement of operations reflects the measurement of credit losses for newly recognized mortgage loans as well as the
expected increases or decreases of expected credit losses that have taken place during the period. The measurement of
expected credit losses is based on relevant information about past events, including historical experience, current conditions
and reasonable and supportable forecasts that affect the collectability of the reported mortgage loan balances. The Company
uses judgment in determining the relevant information and estimation methods that are appropriate in establishing the
valuation allowance for credit losses. The allowance for credit losses for mortgage loans with a more-than-insignificant
amount of credit determination since origination is determined and the initial allowance for credit losses should be added to
the purchase price of mortgage loans rather than being reported as a credit loss expenses.

The Company, however, has established and will continue to establish a valuation allowance for mortgage loans on real
estate that are not supported by funds held in escrow based on historical patterns. The Company’s foreclosed properties
have not resulted in accumulated losses and due to the low loan-to-value the Company holds with respect to its mortgage
loans, the Company has not recorded and does not expect to record the addition to the purchase price of mortgage loans an
initial allowance for credit losses to be amortized over the life of the mortgage loans. The Company will continue to record
credit losses for mortgage loans not supported by funds held in escrow in accordance with its valuation policy for mortgage
loans on real estate followed before 2023.
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Prior to and continuing in 2023, the Company established a valuation allowance for mortgage loans on real estate that are
not supported by funds held in escrow based on historical patterns. This allowance for possible loan losses from
investments in mortgage loans on real estate continues to be a reserve established through a provision for possible loan
losses charged to expense which represents, in our judgment, the known and inherent credit losses existing in the residential
and commercial mortgage loan portfolio. This allowance, in the Company’s judgment, is necessary to reserve for estimated
loan losses inherent in the residential and commercial mortgage loan portfolio and reduces the carrying value of
investments in mortgage loans on real estate to the estimated net realizable value on the consolidated statement of financial
position.

While the Company utilizes its best judgment and information available, the ultimate adequacy of this allowance is
dependent upon a variety of factors beyond our control, including the performance of the residential and commercial
mortgage loan portfolio, the economy and changes in interest rates. The allowance for possible mortgage loan losses
consists of specific valuation allowances established for probable losses on specific loans and a portfolio reserve for
probable incurred but not specifically identified loans.

The Company considers mortgage loans on real estate impaired when, based on current information and events, it is
probable that the Company will be unable to collect the scheduled payments of principal or interest when due according to
the contractual terms of the mortgage loan agreement. Impairment is measured on a loan-by-loan basis. Factors that the
Company considers in determining impairment include payment status, collateral value of the real estate subject to the
mortgage loan and the probability of collecting scheduled principal and interest payments when due. Mortgage loans that
experience insignificant payment delays and payment shortfalls generally are not classified as impaired.

The Company determines the significance of payment delays and payment shortfalls on a case-by-case basis, taking into
consideration all of the circumstances surrounding the mortgage loan on real estate and the borrower, including the length
of the delay, the reasons for the delay, the borrower’s prior payment record and the amount of the shortfall in relation to the
principal and interest owed.

Deferred Policy Acquisition Costs

Commissions and other acquisition costs which vary with and are primarily related to the successful production of new and
renewal insurance contracts are deferred and amortized in a systematic manner based on the related contract revenues or
gross profits as appropriate. The recovery of deferred acquisition costs is dependent on the future profitability of the
underlying business for which acquisition costs were incurred. Each reporting period, we evaluate the recoverability of the
unamortized balance of deferred acquisition costs. We consider estimated future gross profits or future premiums; expected
mortality or morbidity; interest earned and credited rates; persistency and expenses in determining whether the balance is
recoverable.

If we determine a portion of the unamortized balance is not recoverable, it is immediately charged to amortization expense.
The assumptions we use to amortize and evaluate the recoverability of the deferred acquisition costs involve significant
judgment. A revision to these assumptions may impact future financial results. Deferred acquisition costs related to the
successful production of new and renewal insurance business for traditional life insurance contracts are deferred to the
extent deemed recoverable and amortized over the premium paying period of the related policies using assumptions
consistent with those used in computing future policy benefit liabilities.

Deferred acquisition costs related to the successful production of new and renewal insurance and annuity products that
subject us to mortality or morbidity risk over a period that extends beyond the period or periods in which premiums are
collected and that have terms that are fixed and guaranteed (i.e., limited-payment long-duration annuity contracts) are
deferred to the extent deemed recoverable and amortized in relation to the present value of actual and expected gross profits
on the policies. To the extent that realized gains and losses on securities result in adjustments to deferred acquisition costs
related to insurance and annuity products, such adjustments are reflected as a component of the amortization of deferred
acquisition costs.

Deferred acquisition costs related to limited-payment long-duration insurance and annuity contracts are also adjusted, net of
tax, for the change in amortization that would have been recorded if the unrealized gains (losses) from securities had
actually been realized. This adjustment is included in the change in net unrealized appreciation (depreciation) on available-
for-sale securities, a component of “Accumulated Other Comprehensive Income (Loss)” in the shareholders’ equity section
of the statement of financial position.
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Value of Insurance Business Acquired

As a result of our purchases of FLAC and FBLIC, an asset was recorded in the application of purchase accounting to
recognize the value of acquired insurance in force. The Company’s value of acquired insurance in force is an intangible
asset with a definite life and is amortized under FASB guidance. The value of acquired insurance in force is amortized
primarily over the emerging profit of the related policies using the same assumptions that were used in computing liabilities
for future policy benefits. The recovery of the value of insurance business acquired is dependent on the future profitability
of the underlying business that was initially recorded in the purchases of FLAC and FBLIC. Each reporting period, we
evaluate the recoverability of the unamortized balance of the value of insurance business acquired.

For the amortization of the value of acquired insurance in force, the Company reviews its estimates of gross profits each
reporting period. The most significant assumptions involved in the estimation of gross profits include interest rate spreads;
future financial market performance; business surrender and lapse rates; mortality and morbidity; expenses and the impact
of realized investment gains and losses. In the event actual experience differs significantly from assumptions or
assumptions are significantly revised, the Company is required to record a charge or credit to amortization expense for the
period in which an adjustment is made.

As of December 31, 2023 and 2022, there was $4,962,525 and $4,691,773, respectively, of accumulated amortization of the
value of insurance business acquired due to the purchases of FLAC and FBLIC. The Company expects to amortize the
value of insurance business acquired by the following amounts over the next five years:, $169,840 in 2024, $152,011 in
2025, $157,225 in 2026, $148,123 in 2027 and $153,251 in 2028.

Future Policy Benefits

Our liability for future policy benefits is primarily comprised of the present value of estimated future payments to or on
behalf of policyholders, where the timing and amount of payment depends on policyholder mortality or morbidity, less the
present value of future net premiums. For life insurance and annuity products, expected mortality and morbidity is
generally based on the Company’s historical experience or standard industry tables including a provision for the risk of
adverse deviation.

Interest rate assumptions are based on factors such as market conditions and expected investment returns. Although
mortality and morbidity and interest rate assumptions are “locked-in” upon the issuance of new insurance with fixed and
guaranteed terms, significant changes in experience or assumptions may require the Company to provide for expected
future losses on a product by establishing premium deficiency reserves.

Estimating liabilities for our long-duration insurance contracts requires management to make various assumptions,
including policyholder persistency, mortality rates, investment yields, discretionary benefit increases, new business pricing
and operating expense levels.

Since many of these factors are interdependent and subject to short-term volatility during the long-duration contract period,

substantial judgment is required. Actual experience may emerge differently from that originally estimated. Any such
difference would be recognized in the current year’s consolidated statement of operations.
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Adopted Accounting Standards
Financial Instruments - Credit Losses: Measurement of Credit Losses on Financial Instruments

In June 2016, the FASB issued updated guidance (Accounting Standards Update 2016-13) for the accounting for credit
losses for financial instruments. The updated guidance applied a new credit loss model (current expected credit losses or
CECL) for determining credit-related impairments for financial instruments measured at amortized cost (e.g. reinsurance
recoverables, including structured settlements that are recorded as part of reinsurance recoverables) and required an entity
to estimate the credit losses expected over the life of an exposure or pool of exposures.

The estimate of expected credit losses considers historical information, current information, as well as reasonable and
supportable forecasts, including estimates of prepayments. The expected credit losses, and subsequent adjustments to such
losses, are recorded through an allowance account that is deducted from the amortized cost basis of the financial asset, with
the net carrying value of the financial asset presented on the consolidated balance sheet at the amount expected to be
collected.

The updated guidance also amended the current other-than-temporary impairment model for available-for-sale debt
securities and requires the recognition of impairments relating to credit losses through an allowance account and limits the
amount of credit loss to the difference between a security’s amortized cost basis and its fair value. In addition, the length of
time a security has been in an unrealized loss position will no longer impact the determination of whether a credit loss
exists. The Company adopted this standard in first quarter 2023 on a modified retrospective basis. The cumulative effect
adjustment to January 1, 2023 accumulated earnings for the adoption of this standard was a charge of $230,036.

Troubled Debt Restructurings and Vintage Disclosures

In March 2022, the FASB issued amendments (Accounting Standards Update 2022-2) for the accounting of troubled debt
restructuring and disclosures. The amendments introduced new requirements related to certain modifications of receivables
made to borrowers experiencing financial difficulties. The amendments promulgated that an entity must apply specific loan
refinancing and restructuring guidance to determine whether a modification results in a new loan or the continuation of an
existing loan. The amendments also required that an entity disclose current-period gross write-offs by year of origination
for financing receivables and net investment in leases. The Company adopted the amendments in this standard in first
quarter 2023. The adoption of this guidance did not have a material effect on the Company’s results of operations, financial
position or liquidity.

Recent Accounting Pronouncements
Targeted Improvements to the Accounting for Long-Duration Contracts

In August 2018, the FASB issued updated guidance (Accounting Standards Update 2018-12) to the existing recognition,
measurement, presentation and disclosure requirements for long-duration contracts issued by an insurance entity. This
update improves the timeliness of recognizing changes in the liability for future policy benefits, modifies the rate used to
discount future cash flows, simplifies and improves accounting for certain market-based options or guarantees associated
with deposit (i.e., account balance) contracts, simplifies the amortization of deferred acquisitions costs and expands
required disclosures. The expanded disclosure requires an insurance entity to provide disaggregated roll forwards of
beginning to ending balances of the following: liability for future policy benefits, policyholder account balances, market
risk benefits, separate account liabilities and deferred acquisition costs including disclosure about, changes to and effect of
changes for significant inputs, judgments, assumptions and methods used in measurements.

The updated guidance was effective for reporting periods beginning after December 15, 2020. As a Smaller Reporting
Company, the effective date has been changed twice and the delayed effective date is now for reporting periods beginning
after December 15, 2024. Early adoption is permitted but not likely to be elected by the Company. With respect to the
liability for future policyholder benefits for traditional and limited-payment contracts and deferred acquisition costs, an
insurance entity may elect to apply the amendments retrospectively as of the beginning of the earliest period presented.
With respect to the market risk benefits, an insurance entity should apply the amendments retrospectively as of the
beginning of the earliest period presented. The Company expects that the impact on the Company’s results of operations,
financial position and liquidity at the date of adoption of the updated guidance in 2025 will be determined by the long-
duration contracts then held by the Company and the economic conditions at that time.
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Transition for Sold Contracts

In December 2022, the FASB issued amendments (Accounting Standards Update 2022-5) to Accounting Standards Update
2018-12 (Targeted Improvements for Long-Duration Contracts) that originally required an insurance entity to apply a
retrospective transition method as of the beginning of the earliest period presented or the beginning of the prior fiscal year
if early application was elected. This updated guidance reduces implementation costs and complexity associated with the
adoption of targeted improvements in accounting for long-duration contracts that have been derecognized in accordance
with Accounting Standards Update 2018-12 before the delayed effective date. Without the amendments in this Update, an
insurance entity would be required to reclassify a portion of gains or losses previously recognized in the sale or disposal of
insurance contracts or legal entities because of the adoption of a new accounting standard. Because there is no effect on an
insurance entity’s future cash flows, this reclassification may not be useful to users of financial information.

The amendments in this guidance are effective for fiscal years beginning after December 15, 2024. Early adoption is
permitted but not likely to be elected by the Company. The Company expects that the impact on the Company’s results of
operations, financial position and liquidity at the date of adoption of the updated guidance in 2025 will be determined by
the long-duration contracts then held by the Company and the economic conditions at that time.

Improvements to Reportable Segment Disclosures

In November 2023, the FASB issued amendments (Accounting Standards Update 2023-07) to improve reportable segment
disclosure requirements primarily through enhanced disclosures about significant segment expenses on both an annual and
interim basis. The amendments require public entities to follow the significant expense principle and disclose on an annual
and interim basis significant segment expenses that are regularly provided to the chief operating decision maker (“CODM”)
with additional disclosure of the CODM'’s title, position and how the reported measure(s) of segment profit or loss are used
in assessing segment performance and allocating resources. In addition, amounts for other segment items are required to be
disclosed including a description of its composition. If the COMD uses more than one measure in assessing segment
performance and allocating resources, at least one of the measures should be consistent with the corresponding amounts
utilized in the public entity’s consolidated financial statements.

The amendments in this guidance are effective for fiscal years beginning after December 15, 2023, and interim periods
within fiscal years beginning after December 15, 2024. Early adoption is permitted. The Company anticipates adopting and
disclosing this Update for year-end reporting in 2024 and for interim periods beginning in 2025.

Improvements to Income Tax Disclosures

In December 2023, the FASB issued amendments (Accounting Standards Update 2023-09) to enhance the transparency and
decision usefulness of income tax disclosures. The amendments require that public business entities on an annual basis
disclose information about taxes paid and a tabular reconciliation using both percentages and amounts of specific categories
in the rate reconciliation. In addition, separate disclosure is required for any reconciling item equal to or greater than five
(5) percent of the amount computed by multiplying the income or loss from continuing operations before income taxes by
the statutory income tax rate. If not otherwise evident, a public business entity is required to provide an explanation of the
individual reconciling items such as the nature, effect and causes of the reconciling items.

The amendments in this guidance are effective for public companies for fiscal years beginning after December 15, 2024,
and interim periods within fiscal years beginning after December 15, 2024. This guidance should be applied on a
prospective basis but retrospective application is permitted. Early adoption is permitted. The Company anticipates adopting
and disclosing this Update for year-end reporting in 2025.

Cybersecurity Risk Management, Strategy, Governance and Incident Disclosures by Public Companies

On July 26, 2023, the U.S. Securities and Exchange Commission adopted this Final Rule (the “Cybersecurity Final Rule”)
enhancing disclosure requirements for registered companies covering cybersecurity risk and management. The
Cybersecurity Final Rule requires registrants to disclose material cybersecurity incidents on Form 8-K within four business
days of a determination that a cybersecurity incident is material, and such materiality determination must be made without
unreasonable delay.
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The rule also requires periodic disclosures of, among other things, details on the company’s processes to assess, identify,
and manage cybersecurity risks, cybersecurity governance, and management’s role in overseeing such a compliance
program, including the board of directors’ oversight of cybersecurity risks. Certain reporting requirements under the
Cybersecurity Final Rule become effective as early as December 2023.

The Company has not ever had a material cyber security incident but will follow the Cybersecurity Final Rule regarding
timely disclosure of a material cyber security incident. The Company has also disclosed its strategy and governance with
respect to its cybersecurity risk management program in this December 31, 2023 Form 10-K.

FINANCIAL HIGHLIGHTS

Consolidated Condensed Results of Operations for the Years Ended December 31, 2023 and 2022

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
PremitmsS. ......coovieiviiirieeieeee ettt enee s $ 38,912,934 § 35,705,560 $ 3,207,374
Net Investment INCOME........oovuvvveieeeeeiiiiieeeeeeeeeeieeeeeeeeeans 31,655,321 26,221,172 5,434,149
Net realized investment gains (10SS€S) ......cccceeveveeeriennne (180,152) 544,217 (724,369)
SEIVICE TEES ..vviiieiieeieiecee e 4,701,960 3,004,324 1,697,636
Other INCOME .......ccveiivieeieeeeeeeeeee e 666,409 83,826 582,583
TOtal TEVENUES. ....cevvieiiiiee e 75,756,472 65,559,099 10,197,373
Benefits and claims ........coovvvveiiieieiiiiieeeeee e 46,141,488 41,171,820 4,969,668
EXPONSES....uviieieiiieitieiieieetteete et eve e ste et eree e e 19,552,536 16,416,627 3,135,909
Total benefits, claims and exXpenses............ccceeveeveennenns 65,694,024 57,588,447 8,105,577
Income before federal income tax expense ..................... 10,062,448 7,970,652 2,091,796
Federal income tax eXpense .........coecveeververreerueseenneenneenns 2,147,087 1,785,949 361,138
NETINCOME ...t $ 7,915361 $ 6,184,703 $ 1,730,658
Net income per common share
Class A common StOCK .............cocoeveiviiiiieiiienennn. $ 0.8358 $ 0.6531 $ 0.1827
Class B common StocK................ccovvveiiririeeirieeeirennene $ 0.7104 3 0.5551 $ 0.1553

Consolidated Condensed Financial Position as of December 31, 2023 and 2022

Amount Change
December 31,2023 December 31, 2022 2023 less 2022

TNVESTMENT ASSELS ...vveveeeeereeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens $ 456,517,640 $ 442,069,335 $ 14,448,305
Assets held in trust under coinsurance agreement............ 79,940,459 92,033,769 (12,093,310)
OthEr @SSELS ...vviveiiieiieieeteereeere ettt e 135,563,436 131,760,933 3,802,503
TOtAl ASSELS ... $ 672,021,535 $ 665,864,037 $ 6,157,498
Policy Habilities.......ccvevuervereieiieieieieseee e $ 517,637,743 $ 504,059,423 $ 13,578,320
Funds withheld under coinsurance agreement.................. 77,257,253 92,301,039 (15,043,786)
Deferred federal income taxes..........ccoeeeeeveeeeieeeeecneeenn, 4,228,189 2,677,411 1,550,778
Other Habilities........ccvevieiieriieiieieeeereee e 8,882,142 15,173,652 (6,291,510)
Total Habilities ......ccvevvievrieiecieeieceeee e 608,005,327 614,211,525 (6,206,198)
Shareholders' equity .......c..ccevveeviieciieiiieieeeeeere e 64,016,208 51,652,512 12,363,696
Total liabilities and shareholders' equity..........ccccce.... $ 672,021,535 $ 665,864,037 $ 6,157,498
Shareholders' equity per common share
Class A common StOCK .........coevevvevueereeeeeeeeeeeeeennens $ 6.7597 $ 54542 $ 1.3055
Class B common StoCK.........c.ccoeveivviieiiiiieiiiieeereienns $ 5.7457 $ 4.6360 $ 1.1097
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Results of Operations — Years Ended December 31, 2023 and 2022

Revenues

Our primary sources of revenue are life insurance premium income and investment income. Premium payments are
classified as first-year, renewal and single. In addition, realized gains and losses on investment holdings can significantly

impact revenues from period to period.

Our revenues for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022

Premiums.......cooeeieieieieeee e $ 38,912,934 § 35,705,560 $ 3,207,374
Net investment INCOME.........ccouvvvieeeeeviinreeeeeeeenns 31,655,321 26,221,172 5,434,149
Net realized investment gains (losses) ................. (180,152) 544,217 (724,369)
Service fees ..cc.evueruieieiiiiriinercreeeeeeeee 4,701,960 3,004,324 1,697,636
Other INCOME .......uvveeieeeeeeeieie e 666,409 83,826 582,583

TOtal TEVENUES.....oeveeeieeeeeeeee et $ 75,756,472  $ 65,559,099 $ 10,197,373

The $10,197,373 increase in total revenues for the year ended December 31, 2023 is discussed below.
Premiums

Our premiums for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
Ordinary life first year.........c..cocvevvrvenenenn, $ 3,074,078 $ 2,654.456 $ 419,622
Ordinary life renewal ...........ccoccoveennen, 7,130,477 4,958,248 2,172,229
Final expense first year...........c.ccoceeeeenes, 3,498,043 4,314,119 (816,076)
Final expense renewal ...........cccceeereeenes, 25,210,336 23,778,737 1,431,599
Total premiums..........cocvevevevirrereeeverennn, $ 38,912,934 § 35,705,560 $ 3,207,374

The $3,207,374 increase in premiums for the year ended December 31, 2023 is primarily due to the $2,172,229 increase in
ordinary life renewal premiums, $1,431,599 increase in final expense renewal premiums and $419,622 increase in ordinary
life first year premiums that exceeded a $816,076 decrease in final expense first year premiums.

The increase in ordinary life first year and renewal premiums primarily reflects ordinary dollar denominated life insurance
policies sold in the international market by TAI. The increase in final expense renewal premiums reflects the persistency of
prior years’ final expense production. The decrease in final expense first year premiums reflects our tighter underwriting
guidelines compared to competitors.
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Net Investment Income

The major components of our net investment income for the years ended December 31, 2023 and 2022 are summarized as
follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
Fixed maturity securities ...................... $ 6,550,360 $ 7,061,501 $ (511,141)
Equity Securities ........ccoeveevveeveeeenreennen, 118,780 211,290 (92,510)
Other long-term investments................. 4,948,734 4,975,205 (26,471)
Mortgage 10ans..........ccoeevveeeeneenreennnn, 19,678,014 16,850,320 2,827,694
Policy loans .......cccccevveviiecieniesieieennn, 240,385 194,814 45,571
Short-term and other investments......... 2,600,099 243315 2,356,784
Gross investment income.................. 34,136,372 29,536,445 4,599,927
Investment eXpenses..........coecveeeereeenen, (2,481,051) (3,315,273) (834,222)
Net investment income ..................... $ 31,655,321 $ 26,221,172 $ 5,434,149

The $4,599,927 increase in gross investment income for the year ended December 31, 2023 is primarily due to $2,827,694
increase in mortgage loans and a $2,356,784 increase in short term and other investments that exceeded a $511,141
decrease in fixed maturity securities.

The increase in mortgage loans gross investment income is due to an increase in average mortgage loans balance of $31.2
million comparing the years ended December 31, 2023 to 2022. The increase in short term and other investments gross
investment income is due to efficiently investing available cash at higher yields on securities held in the portfolio and other
investments. The decline in fixed maturity securities is due to a decrease in the average fixed maturity securities holdings of
$17.2 million comparing the years ended December 31, 2023 to 2022.

The $834,222 decrease in investment expense for the year ended December 31, 2023 is primarily due to the reallocation of

mortgage loan cost to operations for brokering mortgage loans to third parties and a decrease in fixed maturity securities
acquisition expenses.
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Net Realized Investment Gains (Losses)
Our net realized investment gains (losses) result from sales of fixed maturity securities, mortgage loans on real estate,
investment real estate, equity securities, other long-term investments, changes in the fair value of equity securities and

changes in current estimate of credit losses.

Our net realized investment gains (losses) for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
Fixed maturity securities available-for-sale:
Sale proceeds and maturities...........cccceververerenenenn. $ 5,287,601 $ 58,393,624 $ (53,106,023)
Amortized cost at sale date ...........c....ooevvvreeenneennn. 5,339,617 57,531,842 (52,192,225)
Net realized gains (10SS€S).......cevvevivvererriveerennne. $ (52,016) $ 861,782 $ (913,798)
Mortgage loans on real estate:
Sale Proceeds .......cueuivveveuiiereriieieieereee e $ 132,634,814  $ 118,132,864 $ 14,501,950
Costatsale date ..........cccveeeeevieeeeceeeeeeeeeeee e 132,632,318 118,132,864 14,499,454
Net realized gains.........cceevvveeeiveeeeeiciereeennan $ 2,496 $ -3 2,496
Investment real estate:
Sale Proceeds .......cueuiviveuiieieriieieieereeee e $ - 3 200,080 $ (200,080)
Carrying value at sale date.........c.ccccvvevveerrieeneenne. - 147,909 (147,909)
Net realized gains.........ccecvevevveeerevieiereieeierennen, $ -3 52,171  $ (52,171)
Equity securities at fair value:
Sale PrOCEES .......cvvveveveeeeeeeeeeeeeereeeeee e $ -3 - S -
Cost at sale date ........ccceeveueeeiieiieeeieeere e - 8,000 (8,000)
Net realized 10SSES......cuvvviveeereieeeeeeeeeeeeee. $ - 3 (8,000) $ 8,000
Other long-term investments:
Sale ProCeeds .....cvvuierieieieieereeieceeeee e $ - 3 16,308,664 $ (16,308,664 )
Carrying value at sale date............ccoceevveevnrenrenenns - 16,731,242 (16,731,242)
Net realized 10SSES......cuvvvieeiereieieeeeeeeeeeee. $ -3 (422,578) $ 422,578
Equity securities, changes in fair value. ..................... $ 8,653 § 60,842 $ (52,189)
Changes in current estimate of credit losses.............. $ (139,285) $ -3 (139,285)
Net realized investment gains (losses) ........ $ (180,152) $ 544217 $ (724,369)

Service Fees

The $1,697,636 increase in service fees for the year ended December 31, 2023 is primarily due to brokerage fees earned on
selling mortgage loans to a third party.

Other Income

The $582,583 increase in other income for the year ended December 31, 2023 is primarily due to interest on collateralized
loans to an investment vendor.
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Total Benefits, Claims and Expenses
Our benefits, claims and expenses are primarily generated from benefit payments, surrenders, interest credited to
policyholders, change in reserves, commissions and other underwriting, insurance and acquisition expenses. Benefit

payments can significantly impact expenses from period to period.

Our benefits, claims and expenses for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
Benefits and claims

Increase in future policy benefits............. $ 14212,615 $ 13,713,452  $ 499,163
Death benefits........ccoevveevievieeieiniecneene, 14,298,818 12,998,679 1,300,139
SUITENders.........oooveeveeieeeeeeieeeeeeee e 2,173,694 1,414,622 759,072
Interest credited to policyholders............. 15,093,685 12,714,469 2,379,216
Dividend, endowment and

supplementary life contract benefits..... 362,676 330,598 32,078

Total benefits and claims...................... 46,141,488 41,171,820 4,969,668

Expenses

Policy acquisition costs deferred ............. (13,476,834) (13,734,859) 258,025
Amortization of deferred policy

ACQUISILION COSLS ..oovvveerreereeeieiieieeeeeenn 8,863,514 7,280,457 1,583,057
Amortization of value of insurance

business acquired...........cccevverirerirenene 270,752 270,394 358
COMMISSIONS ..veeeeeveeeeeneiee e 12,803,764 12,776,046 27,718
Other underwriting, insurance and

ACQUISILION EXPENSES ...vvevvrrerevrereenrenenns 11,091,340 9,824,589 1,266,751

Total EXPenses. ......ccovevveevveeveereeneennens 19,552,536 16,416,627 3,135,909

Total benefits, claims and expenses ..... $ 65,694,024 $ 57,588,447 $ 8,105,577

The $8,105,577 increase in total benefits, claims and expenses for the year ended December 31, 2023 is discussed below.
Benefits and Claims

The $4,969,668 increase in total benefits and claims for the year ended December 31, 2023 is primarily due to the
following:

e $2,379,216 increase in interest credited to policyholders is primarily due to an increase in the crediting rate on new
contracts issued during 2023 compared to contracts surrendered during 2023.

e $1,300,139 increase in death benefits is primarily due to approximately $759,000 of increased ordinary life
benefits and $540,000 of increased final expense benefits.

e $759,072 increase in surrenders is based upon policyholder election.

e  $499,163 increase in future policy benefits is primarily due to the increased number of life policies in force and the
aging of existing life policies.
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Deferral and Amortization of Deferred Acquisition Costs

Certain costs related to the successful acquisition of traditional life insurance policies are capitalized and amortized over the
premium-paying period of the policies. Certain costs related to the successful acquisition of insurance and annuity policies
that subject us to mortality or morbidity risk over a period that extends beyond the period or periods in which premiums are
collected and that have terms that are fixed and guaranteed (i.e., limited-payment long-duration annuity contracts) are
capitalized and amortized in relation to the present value of actual and expected gross profits on the policies.

These acquisition costs, which are referred to as deferred policy acquisition costs, include commissions and other
successful costs of acquiring policies and contracts, which vary with, and are primarily related to, the successful production
of new and renewal insurance and annuity contracts.

For the years ended December 31, 2023 and 2022, capitalized costs were $13,476,834 and $13,734,859, respectively.
Amortization of deferred policy acquisition costs for the years ended December 31, 2023 and 2022 were $8,863,514 and
$7,280,457.

The $258,025 increase in the 2023 acquisition costs deferred primarily relates to slightly increased ordinary life first year
and annuity production and deferral of slightly increased eligible commissions and expenses. There was an $1,583,057
increase in the 2023 amortization of deferred acquisition costs due to 2023 surrenders and withdrawal activity and the
impact of increased mortality.

Amortization of Value of Insurance Business Acquired

The cost of acquiring insurance business is amortized over the emerging profit of the related policies using the same
assumptions that were used in computing liabilities for future policy benefits. Amortization of the value of insurance
business acquired was $270,752 and $270,394 for the years ended December 31, 2023 and 2022, respectively.

Commissions

Our commissions for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change

2023 2022 2023 less 2022
ANNUILY ..ot $ 2,204,946 $ 2,099,439 $ 105,507
Ordinary life first year.........ccccoeveeeveerveenneennne. 3,224,247 2,760,258 463,989
Ordinary life renewal ..........cccooecvvevieirieennenn, 750,566 440,973 309,593

Final expense first year..........ccccoeceevvereeeenncnne 4,245,077 5,180,713 (935,636)

Final expense renewal ..........c.cccevvenveiiennennen. 2,378,928 2,294,663 84,265
Total COMMISSIONS .....veevvvevieeiieeieceieeeeeeenee. $ 12,803,764 $ 12,776,046  $ 27,718

The $27,718 increase in commissions for the year ended December 31, 2023 is primarily due to a $463,989 increase in
ordinary life first year commissions (corresponding to $419,622 increased ordinary life first year premiums), $309,593
increase in ordinary life renewal commissions (corresponding to $2,172,229 increased ordinary life renewal premiums) and
a $105,507 increase annuity commissions (corresponding to $2,283,991 of increased annuity deposits retained) that exceed
a $935,636 decrease in final expense first year commissions (corresponding to $816,076 decreased final expense first year
premiums).

Other Underwriting, Insurance and Acquisition Expenses

The $1,266,751 increase in other underwriting, insurance and acquisition expenses for the year ended December 31, 2023
was primarily related to an increase in salaries and benefits, third party administrative fees, advisor fees and legal fees.

21



Federal Income Taxes

FTFC files a consolidated federal income tax return with TLIC, FBLIC and TMC. Certain items included in income
reported for financial statement purposes are not included in taxable income for the current period, resulting in deferred
income taxes.

For the years ended December 31, 2023 and 2022, current income tax expense was $1,778,778 and $758,465, respectively.
Deferred federal income tax expense was $368,309 and $1,027,484 for the years ended December 31, 2023 and 2022,
respectively.

Net Income Per Common Share Basic

For the year ended December 31, 2023 and 2022, the net income allocated to the Class B shareholders is the total net
income multiplied by the right to receive dividends at 85% for Class B shares (85,937) as of the reporting date divided by
the allocated total shares (9,470,277) of Class A shares (9,384,340) and Class B shares (85,937) as of the reporting date.

For the year ended December 31, 2023, the net income allocated to the Class A shareholders of $7,843,534 is the total net
income $7,915,361 less the net income allocated to the Class B shareholders $71,827. For the year ended December 31,
2022, the net income allocated to the Class A shareholders of $6,128,581 is the total net income $6,184,703 less the net
income allocated to the Class B shareholders $56,122.

The weighted average outstanding common shares basic for the year ended December 31, 2023 and 2022 were 9,384,340
for Class A shares and 101,102 for Class B shares.

Business Segments
The Company has a life insurance segment, consisting of the life insurance operations of TLIC, FBLIC and TAI, an annuity
segment, consisting of the annuity operations of TLIC, FBLIC and TAI and a corporate segment. Results for the parent

company and the operations of TMC, after elimination of intercompany amounts, are allocated to the corporate segment.

The revenues and income before federal income taxes from our business segments for the years ended December 31, 2023
and 2022 are summarized as follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
Revenues:
Life insurance operations..............ceeevevevveeereenennan. $ 46,859,649 $ 41,826,391 $ 5,033,258
ANNUItY OPErations............ceevveevreeveeeeseesreenveennenns 24,531,347 21,351,816 3,179,531
Corporate OPErations........cceeeveereeecreeesreesveessveennnens 4,365,476 2,380,892 1,984,584
TOtAl ..o $ 75,756,472 $ 65,559,099 $ 10,197,373
Income before federal income taxes:
Life insurance operations.............cccceeveevereevereerennene. $ 3,463,203 $ 3,139,886 $ 323,317
ANNUItY OPErations...........ccceevveevveeveseeseesreenneennenns 3,453,174 3,028,852 424,322
Corporate OPErations........cceeeveerveecveeesreeriveessveennnens 3,146,071 1,801,914 1,344,157
TOtAl ..ot $ 10,062,448 $ 7,970,652 $ 2,091,796
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The increases and decreases of revenues and profitability from our business segments for the years ended December 31,
2023 and 2022 are summarized as follows:

Life Insurance Annuity Corporate
Operations Operations Operations Total
Revenues
PLOMIUNIS ettt $ 3207374 $ -3 - $ 3,207,374
Net Invesment INCOME ......ccvvvveeeeeeieirereeeeeeeieiieeeeenn. 1,841,394 3,475,889 116,866 5,434,149
Net realized investment gains (10Sses)..........cccueee... (157,161) (575,208) 8,000 (724,369)
Service fees and other income ..........ccccoeovvvevevennnnn. 141,651 278,850 1,859,718 2,280,219
Total rEVENUE........eeevviiiieceieecie et 5,033,258 3,179,531 1,984,584 10,197,373
Benefits and claims
Increase in future policy benefits..........ccocveevvevennenn. 499,163 - - 499,163
Death benefits.........ccoevieeviiiieiiciceeeeeee e 1,300,139 - - 1,300,139
SUITENAETS ... 759,072 - - 759,072
Interest credited to policyholders..........cccceeveeiennenn. - 2,379,216 - 2,379,216
Dividend, endowment and supplementary life
contract benefits ........cooovvvvvviiiiiiiiiiieeeeeeeeeeeee, 32,078 - - 32,078
Total benefits and claims.........cccovveeeeiviiinneeeeeennn. 2,590,452 2,379,216 - 4,969,668
Expenses
Policy acquisition costs deferred net of amortization 1,794,256 46,826 - 1,841,082
Amortization of value of insurance business
ACQUITE .t 179 179 - 358
COMMUISSIONS ..eveeeeeeieeiieeeeeieeeeeeeeeeeeeeeeeeeeeeeeaeeeeas (77,789) 105,507 - 27,718
Other underwriting, insurance and acquisition
EXPEIISES c.vvveenvreenrreeireeteeeseesteesseessseesseessseessennns 402,843 223,481 640,427 1,266,751
Total EXPENSES....ccvveerieeiierierriereereereseeeseeesae e e 2,119,489 375,993 640,427 3,135,909
Total benefits, claims and expenses...................... 4,709,941 2,755,209 640,427 8,105,577
Income before federal income taxe expense................. $ 323,317 $ 424322 $ 1,344,157 $ 2,091,796
Consolidated Financial Condition
Our invested assets as of December 31, 2023 and 2022 are summarized as follows:
December 31, December 31, Amount Change
2023 2022 2023 less 2022
Assets
Investments
Available-for-sale fixed maturity securities at fair value
(amortized cost: $161,908,230 and $144,744,158 as of
December 31, 2023 and 2022, respectively).........cccceeuenee $ 149,700,948 $ 126,612,890 $ 23,088,058
Equity securities at fair value (cost: $287,375 and $276,131
as of December 31, 2023 and 2022, respectively)............. 419,530 399,633 19,897
Mortgage loans on real estate.........ceeevevveveerieereeecienienieeneens 239,831,447 242,314,128 (2,482,681)
Investment real €State..........ooovvvviiiicviiieiiiiieeeie e 1,305,403 540,436 764,967
POlICY 10ANS ...t 3,474,116 2,840,887 633,229
Short-term INVEStMENtS ........c..ceoovvveeeeieieeeeiee e 298,257 1,860,578 (1,562,321)
Other long-term invVestments...........coecveeeervereeereeeceeneereeennns 61,487,939 67,500,783 (6,012,844)
Total INVEStMENTS.......ccccvieiieeciiecieeeie e $ 456,517,640 $ 442,069,335 $ 14,448,305
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The increase and decrease in fixed maturity available-for-sale securities for the years ended December 31, 2023 and 2022,
respectively, are summarized as follows:

Years Ended December 31,

2023 2022

Fixed maturity securities, available-for-sale, beginning.............cccccevvevreene $ 126,612,890 $ 184,077,038

PUICHASES ...t e s 23,059,491 35,249,421
Unrealized appreciation (depreciation).............cecererereeeeeeeeieneeneesee e 5,632,801 (34,851,942)

Net realized investment 10SSES (ZAINS) ......cceeveereeriieriieieeieereereereeee e (191,301) 861,782
SAlES PIOCEEAS. ..c.veeieieeietieiieitee ettt ettt b et aes (457,601) (57,441,624)
IMAEUTTEIES 1.ttt ettt st besbe bt e et eneens (4,830,000) (952,000)
Premium amortiZation ..........ccccvevvieiieieeiieniieieeeeeee st sie e eaesneseeesreesse e (125,332) (329,785)
INCrease (AECIASE) .....cvivviriieriieieeieeie e rte ettt eeb e eseereenseas 23,088,058 (57,464,148)

Fixed maturity securities, available-for-sale, ending..............ccoevevvenvennrennenne $ 149,700,948 $ 126,612,890

Fixed maturity securities available-for-sale are reported at fair value with unrealized gains and losses, net of applicable
income taxes, reflected as a separate component in shareholders’ equity within accumulated other comprehensive loss. The
available-for-sale fixed maturity securities portfolio is invested in U.S. government, U.S. government agencies, state and
political subdivisions, U.S. government agency mortgage backed securities, mortgage-backed securities, corporate bonds,
asset-backed securities, exchange traded securities, foreign bonds, redeemable preferred stocks and certificate of deposits.

The increase in equity securities available-for-sale for the years ended December 31, 2023 and 2022 are summarized as
follows:

Years Ended December 31,

2023 2022

Equity securities, available-for-sale, beginning .............ccccovevveviereeeerieeenennen. $ 399,633 $ 348,218
PUICHASES ...t e e 130,550 215,470
Joint venture diStribULION .........covevvieeiiiiiiieceeie ettt (119,306) (216,897)
Net realized investment loss, sale of securities..........cccoveeveeeeeeevreecnesnenen. - (8,000)
Net realized investment gains, changes in fair value............ccoooeeevievennnenen. 8,653 60,842
TNCTEASE .o 19,897 51,415
Equity securities, available-for-sale, ending...........c.cccceeevvvvevvenieceicieceenn, $ 419,530 $ 399,633

Equity securities are reported at fair value with the change in fair value reflected in net realized investment gains (losses)
within the consolidated statements of operations.
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The decrease and increase in mortgage loans on real estate for the years ended December 31, 2023 and 2022, respectively,
are summarized as follows:

Years Ended December 31,

2023 2022
Mortgage loans on real estate, beginning............cceccvevveereeereereeereiereeneeneeenns $ 242,314,128  $ 177,508,051
PUICRASES ....eviiviieiiiecteeteet ettt ettt ettt et et esb s besaeene e 130,956,402 183,102,781
DiISCOUNT ACCTEHION ...ttt e e e s eaaeeesnaeee s 1,856 250,089
Net realized investMent aiNS ........ceecveeveeeeriereeieeeeeee e esreereeeeeeeesreens 2,496 -
PAYIMENTS.....ooviieeiiiiieieteiee ettt sttt st ete s et ss e ebensens (132,634,814) (118,132,864)
Foreclosed - transferred to real estate ..........cccvevveeeerienieneeieeieeieeeieane (764,967) -
Increase in allowance for bad debts..........cccoovvieviiiiiieciiiiiceeceecee, (43,654) (413,929)
INCrease (AECICASE) ... .cvieeeereierrieieeieeiestterteeteeteeee e e steereesseeeseesaenseens (2,482,681) 64,806,077
Mortgage loans on real estate, ending ............cceevveveerierieeeeeieieeseeereeneenns $ 239,831,447 $ 242,314,128

The increase and decrease in investment real estate for the years ended December 31, 2023 and 2022, respectively, are
summarized as follows:

Years Ended December 31,

2023 2022
Investment real estate, DEZINNING ............ccoeievieieieieieeieee e $ 540,436 $ 688,345
Real estate acquired through mortgage loan foreclosure................ccoeeueenneene. 764,967 -
SalES PrOCEEAS. ...vieutieiiieeieciieie ettt ettt ste e eenaeseeas - (200,080)
Net realized INVEStMENT ZAINS ......ccveeviiierierieeieeteeeeeeeseereeeeeeeseeesaeese e - 52,171
INCrease (AECICASE) ... .cvievireeeriieiieieeieete st eteete e e s e e saeesbeesseesaesseeseens 764,967 (147,909)
Investment real estate, eNding .........c.cccvevierieeeieiiienieerie et $ 1,305,403 $ 540,436

The decrease and increase in other long-term investments (comprised of lottery receivables) for the years ended December
31,2023 and 2022, respectively, are summarized as follows:

Years Ended December 31,

2023 2022

Other long-term investments, beginning ..............ccoceeeeeeeeeeeeeeeeieeeeneen $ 67,500,783 $ 65,929,215

PULCRASES ... e 7,385,062 13,327,014

DiSCOUNE ACCTEHION ..ot ereeeeeneeean 4,948,951 4,975,796
Net realized INVeStMENt IOSSES.......ccovieruieiieierierreeieeee e e e eae e - (422,578)
PAYIMENES. .....oviiviieieticeiee ettt ettt ettt et ettt aeeveeteeveeaeernennan (18,346,857) (16,308,664 )

INCrease (AECIASE) ......uieuieruierrierieireetiectieste et ete et sre v eve s saeereens (6,012,844 ) 1,571,568

Other long-term investments, eNding ..........cocevveerierieeseceeerieieeseeneesaeeens $ 61,487,939 §$ 67,500,783

Our assets other than invested assets as of December 31, 2023 and 2022 are summarized as follows:

Amount Change
December 31, 2023 December 31, 2022 2023 less 2022
Cash and cash equivalents..............cccoevneen. $ 33,839,741 $ 33,542,725  $ 297,016
Accrued investment income ...............cc......... 6,214,459 5,580,175 634,284
Recoverable from reinsurers ..........coceeeuee... 10,353,674 11,102,875 (749,201)
Assets held in trust under coinsurance
AGIECIMENL.....evviviereereereeereeeeeereeeveereeanens 79,940,459 92,033,769 (12,093,310)
Agents' balances and due premiums.............. 1,284,003 1,253,077 30,926
Deferred policy acquisition costs .................. 60,795,108 56,183,785 4,611,323
Value of insurance business acquired............ 3,777,353 4,048,105 (270,752)
Other aSsets .....c.eevveeeiieiiiecii e 19,299,098 20,050,191 (751,093)
Assets other than investment assets............ $ 215,503,895 $ 223,794,702  $ (8,290,807)

25



The $297,016 increase in cash and cash equivalents for the year ended December 31, 2023 and the corresponding decrease
of $8,985,321 for the year ended December 31, 2022 are summarized in the Company’s consolidated statements of cash
flows.

The $12,093,310 decrease in assets held in trust under the coinsurance agreement is due to a reduction in assets under
TLIC’s annuity coinsurance agreement with an offshore annuity and life insurance company that is administered on a funds
withheld basis.

The increase in deferred policy acquisition costs for the years ended December 31, 2023 and 2022, respectively, are
summarized as follows:

Years Ended December 31,
2023 2022
Balance, beginning Of YEar..........ccccvieviiiiiieiieieeie et $ 56,183,785 $ 49,717,323
Capitalization of commissions, sales and iSSUE EXPENSES .......c.ecvvervverreernennen. 13,476,834 13,734,859
JaN 0 T0) (3 V2215 (o) WU (8,863,514) (7,280,457)
Deferred acquisition costs allocated to iINVestments ............ceceeeeervereenennen. (1,997) 12,060
Balance, end Of YEaT ........ccevieriieiieiieieeeee et $ 60,795,108 $ 56,183,785

Our other assets as of December 31, 2023 and December 31, 2022 are summarized as follows:

Amount Change
December 31, 2023 December 31, 2022 2023 less 2022
Federal and state income taxes recoverable . $ 10,845,790 $ 8,887,609 $ 1,958,181
Advances to mortgage loan originator ......... 4,487,715 4,743,041 (255,326)
Advances to an independently owned
investment firm...........cccoeeeieieneienenne, 2,045,191 5,000,000 (2,954,809)
Guaranty funds ..........ccoeeevvieeenieiieieeiens 723,767 699,865 23,902
Accrued management fee ............ccoecveeeennen. 345,148 - 345,148
Lease asset - right to US€........cccveeververreennenne 369,107 467,536 (98,429)
Receivables from lottery vendor .................. 278,207 - 278,207
Other receivables, prepaid assets and
dEPOSILS ..ot 159,854 194,737 (34,883)
Notes receivable ......ooocvvveviiiiieiiiiieeeeiieinnes 44,319 57,403 (13,084)
Total other assets ..........ccoeveeeeeerieneeciennnnns $ 19,299,098 § 20,050,191 $ (751,093)

There was a $1,958,181 increase in federal and state income taxes recoverable primarily due to federal and state tax
withholdings on lottery receivables.

There was a $345,148 increase in accrued management fees for managing mortgage loans for a third party.
There was a $278,207 increase in receivables from a lottery vendor.

There was a $255,326 decrease in advances to one mortgage loan originator who acquires residential mortgage loans for
our life insurance companies.

There was a $2,954,809 decrease in advances to an independently owned investment firm. The promissory note bears
interest and is collateralized by structured settlement receivables, lottery receivables and annuity payment receivables.
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Our liabilities as of December 31, 2023 and 2022 are summarized as follows:

December 31, 2023 December 31, 2022

Amount Change
2023 less 2022

Policy liabilities

Policyholders' account balances................c..cu.... $ 391,247,676 $ 391,359,944 $ (112,268)
Future policy benefits .........ccceevveirerieinieieiinene, 123,729,530 110,012,174 13,717,356
Policy Claims.......c.cocevvieviivieiieiieicieieieeeieee e 2,410,243 2,541,088 (130,845)
Other policy liabilities ..........cccovverieriieieeiesieieans 250,294 146,217 104,077
Total policy liabilities ........c.ccevvverrievreecierrennen. 517,637,743 504,059,423 13,578,320
Funds withheld under coinsurance agreement.......... 77,257,253 92,301,039 (15,043,786)
Deferred federal income taxes..........cccveeeeeuveeeennnen.. 4,228,189 2,677,411 1,550,778
Other labilities........ccvevveevieiieereiceeeeee e 8,882,142 15,173,652 (6,291,510)
Total HabilitieS........cccevvevvieieerieericieeeeereeanee $ 608,005,327 $ 614211,525 § (6,206,198)

The $13,717,356 increase in future policy benefits is primarily related to the production of new life insurance policies and

the aging of existing policies an additional year.

The decrease and increase in policyholders’ account balances for the years ended December 31, 2023 and 2022,

respectively, are summarized as follows:

Years Ended December 31,

2023 2022
Policyholders' account balances, beginning ..............ccccceeeeveevrieiieieeeeereeieeieeeenenn $ 391,359,944 $ 373,647,869
DIEPOSIES .ottt ettt ettt ettt et et ne et e teete e e 69,082,635 67,308,368
WIRATAWALS .......vviieiieeeeeee ettt tre e reeeeaee s (104,579,076) (72,595,697)
Funds withheld under coinsurance agreement.............c.ecceeeeerreerreeneeeesreerreeneenns 20,290,488 7,265,325
Acquisition of Royalty Capital Life Insurance Company ............cceceeeeeeeereereeneense. - 3,019,610
INETESt CIEAIEd .....vvveiieiiie e et e e s e s enaaee s 15,093,685 12,714,469
INCIEase (AECIEASE) .....cuevvierieeieeeieiiiete et ettt ettt ettt b e e b e s reesaeenae e (112,268) 17,712,075
Policyholders' account balances, ending ..............cccceeveveuevreveeieeceeeeeee e $ 391,247,676 $ 391,359,944

The $1,550,778 increase in deferred federal income taxes was due to $1,182,469 of increased deferred federal income taxes
on the unrealized appreciation of fixed maturity securities available-for-sale and $368,309 of operating deferred federal tax

expense.

The $15,043,786 decrease in funds withheld under coinsurance agreement is due to significant 2023 surrenders of
coinsured annuity contracts under coinsurance agreement with an offshore annuity and life insurance company.

Our other liabilities as of December 31, 2023 and December 31, 2022 are summarized as follows:

Amount Change
December 31, 2023 December 31, 2022 2023 less 2022

Mortgage loans Suspense................coovev.... $ 5,841,113  $ 2,655,185 $ 3,185,928
Suspense accounts payable....................... 800,262 9,706,063 (8,905,801)
Guaranty fund assessments ...................... 713,000 681,000 32,000
Accrued expenses payable..............cc....... 696,000 830,000 (134,000)
Unclaimed funds ........cccceoeneienennncne, 488,492 338,204 150,288
Lease liability ......cccceverenenenieieieee, 369,107 467,536 (98,429)
Unearned investment income.................... 115,166 105,236 9,930
Accounts payable .........ccoceeieriieiinieninnns 53,804 80,964 (27,160)
Deferred revenue.........c.ccooevveeeeneeeennnn.. 41,250 52,250 (11,000)
Payable for securities purchased .............. 7,082 390,508 (383,4206)
Other payables, withholdings and

CSCIOWS .eteenrieneeeneeeneesreeseeteeneeeneeseeenneas (243,134) (133,294) (109,840)

Total other liabilities...........ccccoeevereeennen. $ 8,882,142 § 15,173,652  § (6,291,510)
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The $8,905,801 decrease in suspense accounts payable is due to decreased annuity deposits on policy applications that had
not been issued as of the financial reporting date.

As of December 31, 2023, the Company had $7,082 in security purchases where the trade date and settlement date were in
different financial reporting periods compared to $390,508 of security purchases overlapping financial reporting periods as
of December 31, 2022.

The $134,000 decrease in accrued expense payable is due to a decrease in the regulatory financial examination accrual.
The $109,840 decrease in other payables, withholdings and escrows is primarily due to the increase in escrow advances.
The increase in unclaimed funds of $150,288 is due to increased outstanding checks that will be escheated to the states.

The increase in mortgage loan suspense of $3,185,928 is primarily due to timing of principal loan payments on mortgage
loans.

Liquidity and Capital Resources

Our operations have been financed primarily through the private placement of equity securities and intrastate public stock
offerings. Through December 31, 2023, we have received $27,119,480 from the sale of our shares.

The Company raised $1,450,000 from two private placements during 2004 and $25,669,480 from two public stock
offerings and one private placement stock offering from June 22, 2005 through February 23, 2007; June 29, 2010 through
April 30, 2012; and August 15, 2012 through March 8, 2013. The Company issued 7,347,488 shares of its common stock
and incurred $3,624,518 of offering costs during these private placements and public stock offerings.

The Company also issued 702,685 shares of its common stock in connection with two stock dividends paid to shareholders
in 2011 and 2012 that resulted in accumulated earnings being charged $5,270,138 with an offsetting credit of $5,270,138 to
common stock and additional paid-in capital.

In 2020, the Company paid a $0.05 per share cash dividend for a total of $393,178 and issued 791,339 shares of class A
common stock in connection with a 10% stock dividend to its Class A shareholders. The 10% stock dividend resulted in
accumulated earnings being charged $8,657,249 with an offsetting credit of $8,657,249 to common stock and additional
paid-in capital.

The Company has also purchased 247,580 shares of treasury stock at a cost of $893,947 from former members of the Board
of Directors including the former Chairman of the Board of Directors, a former agent, the former spouse of the Company’s
Chairman, Chief Executive Officer and President and a charitable organization where a former member of the Board of
Directors had donated shares of the Company’s common stock.

As of December 31, 2023, we had cash and cash equivalents totaling $33,839,741. As of December 31, 2023, cash and cash
equivalents of $13,862,341 and $12,652,783, respectively, totaling $26,515,124 were held by TLIC and FBLIC and may
not be available for use by FTFC due to the required pre-approval by the OID of any dividend or intercompany transaction
to transfer funds to FTFC. The maximum dividend, which may be paid in any twelve-month period without notification or
approval, is limited to the greater of 10% of statutory surplus as of December 31 of the preceding year or the net gain from
operations of the preceding calendar year.

Cash dividends may only be paid out of surplus derived from realized net profits. Based on these limitations, there is no
capacity for TLIC to pay a dividend due to a negative unassigned surplus of $2,247,082 as of December 31, 2023. In
addition, based on those limitations, there is the capacity for FBLIC to pay a dividend up to $1,373,511 in 2024 without
prior approval. In 2022, FBLIC paid a $3,200,000 dividend to TLIC, of which $1,495,631 was considered ordinary and
$1,704,369 was considered extraordinary. Dividends paid by FBLIC to TLIC are eliminated in consolidation. TLIC has
paid no dividends to FTFC. In 2022, TLIC returned $2,200,000 in capital to FTFC. This return of capital by TLIC to FTFC
is eliminated in consolidation.

The Company maintains cash and cash equivalents at multiple institutions. The Federal Deposit Insurance Corporation
insures interest and non-interest bearing accounts up to $250,000. Uninsured balances aggregate $26,017,084 and
$32,933,850 as of December 31, 2023 and December 31, 2022, respectively. Other funds are invested in mutual funds that
invest in U.S. government securities. We monitor the solvency of all financial institutions in which we have funds to
minimize the exposure for loss. The Company has not experienced any losses in such accounts.
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Our cash flows for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change
2023 2022 2023 less 2022
Net cash provided by operating activities..................... $ 40,390,718 $ 30,038,812 $ 10,351,906
Net cash used in investing activities...........cccceeverueenen. (4,597,261) (33,736,804) 29,139,543
Net cash used in financing activities .........c.ccccveevevennee. (35,496,441) (5,287,329) (30,209,112)
Increase (decrease) in cash.......cccccceeeveeeciieecieeccieeenens 297,016 (8,985,321) 9,282,337
Cash and cash equivalents, beginning of period ... 33,542,725 42,528,046 (8,985,321)
Cash and cash equivalents, end of period.............. $ 33,839,741 $ 33,542,725 $ 297,016

The cash provided by operating activities for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31, Amount Change

2023 2022 2023 less 2022

Premiums collected ........oooviviviieieeieeeeeeeceeeeeeeeee e $ 38,693,776 $ 35,760,183 $ 2,933,593
Net investment income collected...........ccocvvvvvvveveenerrenne. 26,205,489 20,638,225 5,567,264
Service fees and other income collected............ccuueeenn...... 5,135,220 3,027,055 2,108,165
Death benefits paid........c.ccoceeereneninenienieniicierenencne (13,680,462) (12,311,907) (1,368,555)
Surrenders Paid.........ccceeveieiieieieiierer e (2,173,694) (1,414,622) (759,072)
Dividends and endowments paid...........cccceevverereeneennnne. (365,276) (331,245) (34,031)
CommisSions Paid ........cceeeereerireierierieeee e (12,744,748) (12,287,493) (457,255)
Other underwriting, insurance and acquisition expenses

PAIA. e e (11,217,061) (9,075,210) (2,141,851)
TaXES PAIA -.c.veviieeiieeeieie et (3,736,959) (2,541,283) (1,195,676)
(Increased) decreased advances to mortgage loan

OTIZINALOT ... eevvieereeeieeieeste et ere e eere e esteebeesbeesaeseaeseneeas 255,326 (411,050) 666,376
Decreased advances to private equity company ................ - 3,000,000 (3,000,000)
(Increased) decreased advances to independently owned

nvestment firm ..........oceeiiiiiiiininininecceen 2,954,809 (5,000,000) 7,954,809
Increased advances to an investment vendor..................... (296,477) - (296,477)
Decreased funds under coinsurance agreement................. 17,340,015 7,156,208 10,183,807
Increased (decreased) deposits of pending policy

APPICALIONS ...t (8,905,801) 9,270,592 (18,176,393)
Increased (decreased) mortgage loan suspense ................. 3,185,928 (4,901,553) 8,087,481
OtNET ...t (259,367) (539,088) 279,721

Cash provided by operating activities...........c.coeveuennne. 40,390,718 $ 30,038,812 $ 10,351,906

Please see the consolidated statements of cash flows for the years ended December 31, 2023 and 2022 for a summary of the
components of net cash used in investing activities and financing activities.
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Our shareholders’ equity as of December 31, 2023 and 2022 is summarized as follows:

December 31, December 31, Amount Change
2023 2022 2023 less 2022

Class A common stock, par value $.01 per share (40,000,000

shares authorized as of December 31, 2023 and 2022,

9,631,920 issued as of December 31, 2023 and 2022,

9,384,340 outstanding as of December 31, 2023 and 2022)..... $ 96,319 $ 96,319 $ -
Class B common stock, par value $.01 per share (10,000,000

shares authorized, 101,102 issued and outstanding as of

December 31, 2023 and 2022).......cccvveienieriieieeiereeeeee e 1,011 1,011 -
Additional paid-in capital.........c.ccceeveerierieiiniecie e 43,668,023 43,668,023 -
Treasury stock, at cost (247,580 shares as of December 31,

2023 and 2022) c..eovieieeeeeeee e (893,947) (893,947) -
Accumulated other comprehensive 10SS .........cccoevveiieiienienieins (9,641,308) (14,319,679) 4,678,371
Accumulated €arnings.........cceeeeveeeevieiiieeiiie e 30,786,110 23,100,785 7,685,325

Total shareholders' €qUity .........ccocvevevieievevieirierieeereeeeeea $ 64,016,208 $ 51,652,512 $ 12,363,696

The increase in shareholders’ equity of $12,363,696 for the year ended December 31, 2023 is primarily due to $7,915,361
of net income less a $230,036 credit loss cumulative effect adjustment and $4,678,371 decrease in accumulated other
comprehensive loss.

The liquidity requirements of our life insurance companies are met primarily by funds provided from operations. Premium
and annuity consideration deposits, investment income and investment maturities are the primary sources of funds, while
investment purchases, policy benefits, and operating expenses are the primary uses of funds. There were no liquidity issues
in 2023 or 2022. Our investments include marketable debt securities that could be readily converted to cash for liquidity
needs. We are subject to various market risks. The quality of our investment portfolio and the current level of shareholders’
equity continue to provide a sound financial base as we strive to expand our marketing to offer competitive products.

Our investment portfolio had unrealized depreciation on available-for-sale securities of ($12,207,282) and ($18,131,268) as
of December 31, 2023 and 2022, respectively, prior to the impact of income taxes and deferred acquisition cost
adjustments. A decrease of $5,580,785 in unrealized losses arising for year ended December 31, 2023 has been decreased
by 2023 net realized investment losses of $52,016 originating from the sale, calls and maturities for fixed maturity
securities available-for-sale resulting in net unrealized gains on investments of $5,632,801.

A primary liquidity concern is the risk of an extraordinary level of early policyholder withdrawals. We include provisions
within our insurance policies, such as surrender charges, that help limit and discourage early withdrawals. Individual life
insurance policies are less susceptible to withdrawal than annuity reserves and deposit liabilities because policyholders may
incur surrender charges and undergo a new underwriting process in order to obtain a new insurance policy. Cash flow
projections and cash flow tests under various market interest rate scenarios are also performed annually to assist in
evaluating liquidity needs and adequacy. We currently anticipate that available liquidity sources and future cash flows will
be adequate to meet our needs for funds.

One of our significant risks relates to the fluctuations in interest rates. Regarding interest rates, the value of our available-
for-sale fixed maturity securities investment portfolio will increase or decrease in an inverse relationship with fluctuations
in interest rates, while net investment income earned on newly acquired available-for-sale fixed maturity securities
increases or decreases in direct relationship with interest rate changes.

From an income perspective, we are exposed to rising interest rates which could be a significant risk, as TLIC’s and
FBLIC’s annuity business is impacted by changes in interest rates. Life insurance company policy liabilities bear fixed
rates. From a liquidity perspective, our fixed rate policy liabilities are relatively insensitive to interest rate fluctuations. We
believe gradual increases in interest rates do not present a significant liquidity exposure for the life insurance policies and
annuity contracts. We maintain conservative durations in our fixed maturity portfolio.
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As of December 31, 2023, cash and cash equivalents, short-term investments, the fair value of fixed maturity available-for-
sale securities with maturities of less than one year and the fair value of lottery receivables with maturities of less than one
year equaled 9.9% of total policy liabilities. If interest rates rise significantly in a short time frame, there can be no
assurance that the life insurance industry, including the Company, would not experience increased levels of surrenders and
reduced sales, and thereby be materially adversely affected.

In addition to the measures described above, TLIC and FBLIC must comply with the National Association of Insurance
Commissioners promulgated Standard Valuation Law (“SVL”) which specifies minimum reserve levels and prescribes
methods for determining them, with the intent of enhancing solvency. Upon meeting certain tests, which TLIC and FBLIC
met during 2023, the SVL also requires the Company to perform annual cash flow testing for TLIC and FBLIC. This
testing is designed to ensure that statutory reserve levels will maintain adequate protection in a variety of potential interest
rate scenarios. The Actuarial Standards Board of the American Academy of Actuaries also requires cash flow testing as a
basis for the actuarial opinion on the adequacy of the reserves which is a required part of the annual statutory reporting
process.

Our marketing plan could be modified to emphasize certain product types and reduce others. New business levels could be
varied in order to find the optimum level. We believe that our current liquidity, current bond portfolio maturity distribution
and cash position give us substantial resources to administer our existing business and fund growth generated by direct
sales.

The operations of TLIC and FBLIC may require additional capital contributions to meet statutory capital and surplus
requirements mandated by state insurance departments. Life insurance contract liabilities are generally long term in nature
and are generally paid from future cash flows or existing assets and reserves. We will service other expenses and
commitments by: (1) using available cash, (2) dividends from TLIC and FBLIC that are limited by law to the greater of
prior year net operating income or 10% of prior year-end surplus unless specifically approved by the controlling insurance
department, (3) public and private offerings of our common stock and (4) corporate borrowings, if necessary.

Effective January 1, 2019, the Company entered into a revised advance agreement with one loan originator. As of
December 31, 2023, the Company has outstanding advances to this loan originator totaling $4,487,715. The advances are
secured by $7,919,165 of residential mortgage loans on real estate that are assigned to the Company. The Company has
committed to fund up to an additional $1,512,285 to the loan originator that would result in additional security in the form
of residential mortgage loans on real estate to be assigned to the Company.

Effective January 1, 2019, the Company also entered into a revised escrow agreement with the same loan originator.
According to the revised terms of the escrow agreement, as of December 31, 2023, $890,915 of additional and secured
residential mortgage loan balances on real estate are held in escrow by the loan originator. As of December 31, 2023,
$850,039 of that escrow amount is available to the Company as additional collateral on $4,487,715 of advances to the loan
originator. The remaining December 31, 2023 escrow amount of $40,876 is available to the Company as additional
collateral on its investment of $8,175,212 in mortgage loans on real estate.

We are not aware of any commitments or unusual events that could materially affect our capital resources. We are not
aware of any current recommendations by any regulatory authority which, if implemented, would have a material adverse
effect on our liquidity, capital resources or operations. We believe that our existing cash and cash equivalents as of
December 31, 2023 will be sufficient to fund our anticipated operating expenses.

Off-Balance Sheet Arrangements

The Company does not have any off-balance sheet arrangements.
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SPECIAL NOTE CONCERNING FORWARD-LOOKING STATEMENTS

Certain statements contained herein are forward-looking statements. The forward-looking statements are made pursuant to
the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995, and include estimates and assumptions
related to economic, competitive and legislative developments. Forward-looking statements may be identified by words
such as “expects,” “intends,” “anticipates,” “plans,” “believes,” “estimates,” “will” or words of similar meaning; and
include, but are not limited to, statements regarding the outlook of our business and financial performance. These forward-
looking statements are subject to change and uncertainty, which are, in many instances, beyond our control and have been

made based upon our expectations and beliefs concerning future developments and their potential effect upon us.

EEINT3 2 ER N3 G

There can be no assurance that future developments will be in accordance with our expectations, or that the effect of future
developments on us will be as anticipated. These forward-looking statements are not a guarantee of future performance and
involve risks and uncertainties. There are certain important factors that could cause actual results to differ, possibly
materially, from expectations or estimates reflected in such forward-looking statements. These factors include among
others:

e general economic conditions and financial factors, including the performance and fluctuations of fixed income,
equity, real estate, credit capital and other financial markets;

e differences between actual experience regarding mortality, morbidity, persistency, surrenders, investment returns,
and our pricing assumptions establishing liabilities and reserves or for other purposes;

e the effect of increased claims activity from natural or man-made catastrophes, pandemic disease, or other events
resulting in catastrophic loss of life;

e adverse determinations in litigation or regulatory matters and our exposure to contingent liabilities;

inherent uncertainties in the determination of investment allowances and impairments and in the determination of

the valuation allowance on the deferred income tax asset;

investment losses and defaults;

competition in our product lines;

attraction and retention of qualified employees and agents;

ineffectiveness of risk management policies and procedures in identifying, monitoring and managing risks;

the availability, affordability and adequacy of reinsurance protection;

the effects of emerging claim and coverage issues;

the cyclical nature of the insurance business;

interest rate fluctuations;

changes in our experiences related to deferred policy acquisition costs;

the ability and willingness of counterparties to our reinsurance arrangements and derivative instruments to pay

balances due to us;

impact of medical epidemics and viruses;

domestic or international military actions;

the effects of extensive government regulation of the insurance industry;

changes in tax and securities law;

changes in statutory or U.S. generally accepted accounting principles (“GAAP”), practices or policies;

regulatory or legislative changes or developments;

the effects of unanticipated events on our disaster recovery and business continuity planning;

failures or limitations of our computer, data security and administration systems;

risks of employee error or misconduct;

the assimilation of life insurance businesses we acquire and the sound management of these businesses;

the availability of capital to expand our business; and

Coronavirus disease impact on economic environment.

It is not our corporate policy to make specific projections relating to future earnings, and we do not endorse any projections
regarding future performance made by others. In addition, we do not publicly update or revise forward-looking statements
based on the outcome of various foreseeable or unforeseeable developments.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and
Shareholders of First Trinity Financial Corporation

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated statements of financial position of First Trinity Financial Corporation and
Subsidiaries (the Company) as of December 31, 2023 and 2022, and the related consolidated statements of operations,
comprehensive income (loss), changes in shareholders’ equity, and cash flows for each of the years in the two-year period
ended December 31, 2023, and the related notes (collectively referred to as the financial statements). In our opinion, the
financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2023
and 2022, and the results of its operations and its cash flows for each of the years in the two-year period ended December
31, 2023, in conformity with U.S. generally accepted accounting principles.

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 Public
Company Accounting Oversight Board (United States) (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 audit to obtain reasonable assurance about whether the financial statements are free of material misstatement,
whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal control
over financial reporting, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly, we express no such opinion.

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 included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. 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.

Amortization of Deferred Policy Acquisition Costs — Refer to Notes 1 and 6
Critical Audit Matter Description

The Company’s products include traditional life insurance contracts and annuities in which certain acquisition costs are
capitalized and the expenses are deferred into future periods. Management amortizes the capitalized costs of traditional life
insurance products over the premium paying period of the products based on assumptions developed and consistent with
assumptions used in determining the products future policy benefit liabilities. Amortization of annuity products and certain
limited payment life insurance products are amortized based on actual and expected future gross profits. The unamortized
deferred policy acquisition cost asset was $60.8 million as of December 31, 2023.
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The recovery of the unamortized deferred policy acquisition cost asset is dependent on the future profitability of the related
products. Management periodically reviews the recoverability by developing an actuarial study of the present value of
future profits of the products, and reduces the asset when the asset is shown to not be recoverable.

As a result, the audit of this area requires a high degree of judgment due to the complex nature of determining the
amortization for the period and creation of actuarial studies for recoverability.

How the Critical Audit Matter was Addressed in the Audit

Our audit procedures related to the amortization of the unamortized deferred policy acquisition cost asset and consideration
of the recoverability of the asset included, among others, the following:

e We gained an understanding of the processes utilized and controls implemented in amortizing the deferred policy
acquisition

e We obtained previous actuarial recoverability studies, and any current updates to the studies

We tested data utilized by management for completeness and accuracy

e We engaged an independent actuarial specialist to assist with the testing of amortization and the review and
evaluation of the assumptions and methodologies used by management for the study of recoverability

Future Policy Benefits — Refer to Note 1
Critical Audit Matter Description

Liabilities for amounts payable under the Company’s life insurance products are recorded as future policy benefits
liabilities. Such liabilities are established based on actuarial assumptions at the time policies are issued. Management
applies considerable judgement in developing the actuarial assumptions based on expectations of future economic
conditions and policyholder behavior. These assumptions are developed at the time the contracts are issued, or in the case
of a business combination, at the time the contracts are purchased. If actual experience is adverse in nature when compared
to the original assumptions in developing the future policy benefits liability, management may be required to establish
premium deficiency reserves. The Company’s future policy benefits liability was $123.7 million as of December 31, 2023.

The audit of future policy benefits requires a high degree of auditor judgment when considering the complex actuarial
assumptions and models management utilizes.

How the Critical Audit Matter was Addressed in the Audit
Our audit procedures related to the liability for future policy benefits included the following procedures, among others:

e We gained an understanding of the processes utilized and controls implemented in determining the valuation of
future policy benefits

e We tested the underlying data used by management in developing the valuation and the completeness and
accuracy of the data

e We obtained original assumption information and subsequent experience studies

e We engaged an independent actuarial specialist to evaluate the actuarial assumptions and methodologies for
reasonableness, to develop an independent estimate of future policy benefits on a sample basis and to evaluate
management’s development of experience studies.

/s/ Kerber, Eck & Braeckel LLP
We have served as the Company’s auditor since 2004.

Springfield, Illinois
March 13, 2024
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First Trinity Financial Corporation and Subsidiaries
Consolidated Statements of Financial Position

December 31, December 31,

2023 2022
Assets
Investments
Available-for-sale fixed maturity securities at fair value (amortized cost:

$161,908,230 and $144,744,158 as of December 31, 2023 and 2022,

TESPECTIVELY) 1rivviiiitieieeiteit ettt ettt ettt ettt b et ete et ese e st esbebeeseeseeteessessessessessens $ 149,700,948 $ 126,612,890
Equity securities at fair value (cost: $287,375 and $276,131 as of December 31,

2023 and 2022, 1€SPECHIVELY) ..cuveruririeiieeiierieeie et eeeeee ettt ees 419,530 399,633
Mortgage 10ans 0N 1eal ESTALE.........c.eeverierieriieie et ete e 239,831,447 242.314,128
INVEStMENT TEAL ESTALE .....cuvviiieeiiee et ere e e e e eaeeeeennns 1,305,403 540,436
POLICY J0ANS ....viiiiiieiiecee ettt s e s e et e e s aae e et e e s sbeenabeesaaeenaes 3,474,116 2,840,887
Short-term INVESTIMENTS ....cooieieiiiiieieieeieieee e e ettt e e e eeeeeeeeeeeeseeateeeeeeeeesnaeeeeeeesannes 298,257 1,860,578
Other 1oNg-term INVESTMENES .........eeiiierieeiiierieeeieereeesieeesieeereeereeereesveesseesseessseens 61,487,939 67,500,783

Total INVESTMENES. ......uveiiiieiii e e e e e e e eeaeeeeenneeeas 456,517,640 442,069,335

Cash and cash eqUIVALENLS ...........ccviiiiiiiiiiiiieee ettt eesreereeaeenee e 33,839,741 33,542,725
Accrued INVESTMENT INCOIMNE. ......ccuvvvviieeiiiiiieeeeeeeeeeeiee e e e e e eeeaaeeeeeeeeesaareeeeeessesaareeeeeeeas 6,214,459 5,580,175
RecoVErable fIOM FEINSUIETS ......ciivuiiiiieiiee ettt et e e e e ettt e e s e e e e s eeaaeessaaeeeans 10,353,674 11,102,875

Assets held in trust under coinsurance agreement
Available-for-sale fixed maturity securities at fair value (amortized cost:
$56,824,160 and $63,649,991 as of December 31, 2023 and 2022, respectively)... 51,651,259 56,209,040

Mortgage 10ans 0N 1eal ESTALE.........c.eeverreereeiieeieste ettt eee et eae e seeneeas 27,581,881 31,028,575
ShOrt-term INVESTMENTS .......cccveiiieiiieeiiieeeeeeee et e eetee e e e e e e e eeaeeeeeteeeeeraneeeenneens - 982,404
Payable fOr SECUTILIES ....ccuveriieiieieeieeiiesiee ettt ettt e enseenaessaenneas (4,414) -
Cash and cash eqUIVAICNLS.........cceerieiiiiiriee et 711,733 3,813,750
Total assets held in trust under coinsurance agreement............oceecueeeereereeneeneeneeeneenne 79,940,459 92,033,769
Agents' balances and dUe PreMIUMS ...........cocieruieriieiiieieeieeeese ettt 1,284,003 1,253,077
Deferred policy acqUiSTtiON COSES.....eeuierieuirrtieriieieeieetestte st e et eeee et eneeeeee e eeeas 60,795,108 56,183,785
Value of insurance business aCqUITE ............erueruereriririeieieieie ettt 3,777,353 4,048,105
OBRET ASSEES ...ttt ettt e e ettt e e et e s e e e e e etaeeesnteeeeenaeeesaaeeessnnaeeeannes 19,299,098 20,050,191
TTOEAL ASSCS ..o et e e et e e e e et e e et e ettt e e e eeae s e st e et eeeeeeeeeaee $ 672,021,535 $ 665,864,037

Liabilities and Shareholders' Equity
Policy liabilities

Policyholders' account balances ............ccuevuerierieriiririeeieieieieeee et $ 391,247,676 $ 391,359,944
Future policy DENefIts......cceiuiiiiieieieee e 123,729,530 110,012,174
POLCY ClAIMIS ..ottt ettt ettt e e saeeeeesae e reesbeenseas 2,410,243 2,541,088
Other POlICY HabIlItIes .....c..eiuerieiieieieteeie et 250,294 146,217
Total POlICY HHADIIIIES ......eeeeieieeieeieeieee e 517,637,743 504,059,423

Funds withheld under coinsurance agreement ............ccvecveeeveeeereereerieeieseeseesseesseenenns 77,257,253 92,301,039
Deferred federal INCOME tAXES ....ocvvveieieiieieiieee et etee e et e eenaeeeseaeeeeans 4,228,189 2,677,411
Other LHADIIILIES ....ecvviiveevieere ettt ettt ettt ete e teeeteeeveeeeeneeeaeeeteeeteereenseenseereens 8,882,142 15,173,652
TOtal HADTIIEIES ..........oovviiiiiiiieecc ettt ettt eaeere e ens 608,005,327 614,211,525

Shareholders' equity
Class A common stock, par value $.01 per share (40,000,000 shares authorized as
of December 31, 2023 and 2022, 9,631,920 issued as of December 31, 2023 and

2022, 9,384,340 outstanding as of December 31, 2023 and 2022)..........ccceevuenneeee. 96,319 96,319
Class B common stock, par value $.01 per share (10,000,000 shares authorized,

101,102 issued and outstanding as of December 31, 2023 and 2022) ..................... 1,011 1,011
Additional paid-in capital...........cceviereririeieieieee e 43,668,023 43,668,023
Treasury stock, at cost (247,580 shares as of December 31, 2023 and 2022)............. (893,947) (893,947)
Accumulated other comprehensive LOSS ........ccoieieierierierirere e (9,641,308) (14,319,679)
Accumulated CAMINGS ........c.eccvieiiiiieiieteeie ettt e et ebeebeeeseersesreebeenreas 30,786,110 23,100,785

Total shareholders’ equity ..............ocoiiiiiiiiiiii e 64,016,208 51,652,512
Total liabilities and shareholders' equity .................ccccooeiviiriirieeiiniciiiieeeeeceeean $ 672,021,535 $ 665,864,037

See notes to consolidated financial statements.
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First Trinity Financial Corporation and Subsidiaries
Consolidated Statements of Operations

Years Ended December 31,

2023 2022
Revenues
PIOIMIUINIS 1ottt e e e e et e et e e et e et e eeeeeeeaeesseeeneeeneeenesneseeesaeesneenaeeeneeeneen $ 38912934 § 35,705,560
Net INVESTMENT INCOIMIE ...uvvvviieiiieiiiiieeeeeeeeeeiee e e e eeeeeaaeeeeeeeeeraaaeeeeeeeseessaaaeeeseeesenraeeeeees 31,655,321 26,221,172
Net realized investment ains (I0SSES) ......cvvievierieieiieiierieete e eee et sreesreereeeseeeeeseeens (180,152) 544,217
SEIVICE S ..ottt e ettt e e e s ee et e e e e e e e e eatareeeeeeeannaes 4,701,960 3,004,324
(011 1 1=3 g 1 1107 o LR 666,409 83,826
TOtAl FEVEIUES.........oooiiiiiiiiiieiee ettt eeeeae e e e e e e et e e e e e e eeaaareeeeeeeensaaareeeeas 75,756,472 65,559,099
Benefits, Claims and Expenses
Benefits and claims
Increase in future policy Benefits .........ccceveierierieiieieeeee e 14,212,615 13,713,452
Death DENETILS ...cc.eiiiuiiiiiiciie ettt e e e er e e e e e bee e 14,298,818 12,998,679
SUITENAECTS ...t e e e e e e e e et e e e et eeeeeaeeeeeareeeenreeeeenneens 2,173,694 1,414,622
Interest credited to policyholders .........cceeuiiiiiiiiieeeee e 15,093,685 12,714,469
Dividend, endowment and supplementary life contract benefits..............c.ceceenee.e 362,676 330,598
Total benefits and CIAIMS .......evvvviiiiiiiiiiieee e e e e e e e e e e e e esnnes 46,141,488 41,171,820
Policy acquisition costs deferred..........ooveiriiiinienieeee e (13,476,834) (13,734,859)
Amortization of deferred policy acquiSition COSES......cccueruerierieneeneiieiie e 8,863,514 7,280,457
Amortization of value of insurance business acquired...........cc.coeoererenenininicenieenne 270,752 270,394
COMUMISSIONS ..vvvvveeeeeeeeeiteeeeeeeeeeeteeeeeeeeeeessaareeeeeessesaaeeeeeeeseeaaasseeeeessesssseseeseessennanees 12,803,764 12,776,046
Other underwriting, insurance and acquiSition EXPENSES .........ceevvereerreerveevereereeenns 11,091,340 9,824,589
TOLAL EXPEIISES ...vvivieriiiieeiieiteeeieetee st ebe et e e besttesteesbeesseesseessesaeesseesseesseesseessesssessseseenses 19,552,536 16,416,627
Total benefits, claims and eXPenses ..............cccoevvvieiiieniiieiiieiieee e 65,694,024 57,588,447
Income before total federal income tax eXpense.............cccceevveeciieeieenciieesieenieesieenes 10,062,448 7,970,652
Current federal INCOME taX EXPEISEC....cveeverrerierrierreeieeeeseesteeseeseessesseesseeseesesssessees 1,778,778 758,465
Deferred federal inCOmME taX EXPENSE......ccvveverieiierrieriieiieieeeiesteereereeeresseesseeseessenenes 368,309 1,027,484
Total federal inCome taX €XPENSE ...........oovvieiiiieriieeiieeiieeiteeieeeieeereesbee e e saeeesaeenaees 2,147,087 1,785,949
INEEEICOMIC. ...ttt ettt e e et e et e e e e et e et e st eeneesaeesaesnas $ 7,915,361 $ 6,184,703
Net income per common share
Class A cOMIMON SEOCK ............ocoovviiiiiiiiiieiieieiceeee ettt et eeeenseseere e $ 0.8358 §$ 0.6531
Class B COMMON SEOCK.............ccooouiiiiiiiiiieece ettt eaeeeae e $ 0.7104 $ 0.5551

See notes to consolidated financial statements.
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First Trinity Financial Corporation and Subsidiaries
Consolidated Statements of Comprehensive Income (Loss)

Years Ended December 31,
2023 2022

INCEETICOMIC. ..ot e e e et e e e e et e et e eeee et e eeeeseeseeeeareeareesaesanes $ 7,915,361 $ 6,184,703
Other comprehensive income (loss)

Total net unrealized investment gains (losses) arising during the period

..................... 5,580,785 (33,990,160)

Less net realized investment gains (I0SSES)......c..cvvievieiriierieiriereeeeeeesre e ereeee e (52,016) 861,782
Net unrealized investment gains (I0SSES) ......ccvverrieriiiiiiierieerie ettt 5,632,801 (34,851,942)
Adjustment to deferred acqUISTHON COSES ....oovviiviiriieriieiieiecreere et 1,997 (12,060)
Other comprehensive income (loss) before federal income tax expense (benefit).... 5,630,804 (34,839,882)

Federal income tax expense (Denefit) ........cccevvueiierieriieiiieiecieeeeee e 1,182,469 (7,316,376)
Total other comprehensive income (10SS) ............ccceevvieriieiieeiieciie e, 4,448,335 (27,523,506)
Total comprehensive income (10SS) ...............cccooieviiiiieiiiieeiee e $ 12,363,096 $ (21,338,803)

See notes to consolidated financial statements.

38



First Trinity Financial Corporation and Subsidiaries
Consolidated Statements of Changes in Shareholders' Equity
Years Ended December 31, 2023 and 2022

Class A Class B

Common Common Accumulated
Stock Stock  Additional Other Total
$.01 Par $.01 Par  Paid-in Treasury Comprehensive Accumulated Shareholders'
Value Value Capital Stock  Income (Loss)  Earnings Equity
Balance as of
January 1,2022................ $ 89,093 § 1,011 $39,078,485 $(893,947)$ 13,203,827 $ 16,916,082 $ 68,394,551
Comprehensive income
(loss):
Net income...................... - - - - - 6,184,703 6,184,703
Other comprehensive
0SS .evenieieieee e - - - - (27,523,506) - (27,523,506)
Acquisition of Royalty
Capital Life Insurance
Company ........cceeeeeeeenee. 7,226 - 4,589,538 - - - 4,596,764
Balance as of
December 31,2022........... $ 96,319 § 1,011 $43,668,023 $(893,947)$ (14,319,679) $ 23,100,785 $§ 51,652,512
Cumulative effect
adjustment as of January
1,2023:
Accumulated credit loss
January 1, 2023........... - - - - 230,036 (230,036) -
Adjusted balance as of
January 1, 2023 .............. 96,319 1,011 43,668,023 (893,947)  (14,089,643) 22,870,749 51,652,512
Comprehensive income:
Net income...................... - - - - - 7,915,361 7,915,361
Other comprehensive
INCOME ..o - - - - 4,448,335 - 4,448,335
Balance as of
December 31,2023 ........... $ 96,319 § 1,011 $43,668,023 $(893,947)$  (9,641,308) $ 30,786,110 $§ 64,016,208

See notes to consolidated financial statements.
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First Trinity Financial Corporation and Subsidiaries
Consolidated Statements of Cash Flows

Years Ended December 31,

2023 2022
Operating activities
NEEITICOMIE ..ottt e e et e e e eae e s eeeseeeesee st eeaeeeeeeeeeseeeseeenneenns $ 7915361 $ 6,184,703
Adjustments to reconcile net income to net cash provided by operating
activities:
Accretion of discount 0N INVEStMENLS.........eeceeeriieerireeiiiesieeeieesreeeaeesveeneneens (4,825,475) (4,896,100)
Net realized investment (Zains) l0SSES........ccveeverieriereerieeie e see e eee s 180,152 (544,217)
Amortization of policy aCqUISTHON COSt.....ccuverviriirieriierieereeieseesieere e see e 8,863,514 7,280,457
Policy acquisition cost deferred...........covierieriieciinieeieeeseee e (13,476,834) (13,734,859)
Amortization of value of insurance business acquired ...........ccocevvereereeennnne. 270,752 270,394
Allowance for mortgage 10an 10SSEs........c.eevervieriieciieiesieseee e 43,654 413,929
Provision for deferred federal income tax eXpense.........cceceeevereereereeeneeeeenne 368,309 1,027,484
Interest credited to policyholders. .........oceevieriiiiiiieieeee e 15,093,685 12,714,469
Change in assets and liabilities:
Accrued INVEStMENt INCOME ........ceeerueeerireeiiieeieeeiieeieeeieesreeeveesaeenaneens (634,284) (700,877)
Recoverable from FEINSUIETS........coovviiiiiieee et 749,201 578,259
Assets held in trust under coinsurance agreement..............ccveeveeveenreennenns 17,340,012 7,156,208
Agents' balances and dUe Premiums..........cceevverveerieecieneenieesieeeeeeesieenens (30,926) 485,160
(011 4 1<) 1L <1 - RSP 751,093 (4,818,426)
Future policy Benefits ........ccvvvviiieriiriieiicieeiereee e 13,717,356 13,174,365
POLICY ClaIMS ....eiiiiie ettt (130,845) 108,513
Other policy Habilities ......ceevveeriercierieriee e e 104,077 57,370
Other liabilities (excludes change in payable of securities purchased of
($383,426) and ($1,074,665) in 2023 and 2022, respectively) ............. (5,908,084) 5,281,980
Net cash provided by operating activities.................c.ccoocoiiiniiiiiiiiiiie 40,390,718 30,038,812
Investing activities
Purchases of fixed maturity SECUTItIES ........ceveeeriireriieeiieeiieeiee e e sre e (23,059,491) (35,249,421)
Maturities of fixed maturity SECUIILIES........ccveevverieriieieeiecee et 4,830,000 952,000
Sales of fixed MAtUrity SECUITLIES. ... .cviiieiieirieiieie ettt 457,601 57,441,624
Purchases of equity SECUTILICS ........ccvvervieriieieiieriiere e et eve e (130,550) (215,470)
Acquisition of Royalty Capital life Insurance Company...........ccccceeverveennenne. - 3,525,749
Joint venture diStribDULION ..........oovviiiiiiieiiiec e 119,306 216,897
Purchases of mortgage loans ...........ccoecvevieriieiieciieieieeee e (130,956,402) (183,102,781)
Payments on mortgage loans ...........ccoecuerierieriieiieieeieeee e 132,634,814 118,132,864
Purchases of other long-term investments ............eceeeverveneeneeriesereseeseeeenns (7,385,062) (13,327,014)
Collections on other long-term iNVEStMENtSs ..........ccceveereerierieneereeieeee e 18,346,857 16,308,664
Sales OF 1AL ESTALE ... e - 200,080
POJICY LOANS ...ttt (633,229) (568,258)
Short-term INVESTMENES .. ..uvviiiiiiiiieieeeeee et eeeetree e e e e et e e e e e esearareeeeeas 1,562,321 3,022,927
Net change in receivable and payable for securities sold and purchased......... (383,426) (1,074,665)
Net cash used in investing activities ...............c..ccoocoiiiiiiiii, (4,597,261) (33,736,804)
Financing activities
Policyholders' account deposSits .........ccuereerieerieecieiienienieeie e eee e se e 69,082,635 67,308,368
Policyholders' account Withdrawals...........ccoeeveveeerienieniinienieeeeeeeeeeeieean (104,579,076) (72,595,697)
Net cash used in financing activities ................ccocceeviiiiiieriiii e, (35,496,441) (5,287,329)
Increase (decrease) in cash and cash equivalents 297,016 (8,985,321)
Cash and cash equivalents, beginning of period...........cccceevvevieviercinciinienieeeens 33,542,725 42,528,046
Cash and cash equivalents, end of period ..........cceeveriieieiieicerieeec e $ 33,839,741 $ 33,542,725

See notes to consolidated financial statements.
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First Trinity Financial Corporation and Subsidiaries
Consolidated Statements of Cash Flows (continued)
Supplemental Disclosure — Cash and Non-Cash Impact on Operating, Investing and Financing Activities

During 2023, the Company foreclosed on residential mortgage loans of real estate totaling $764,967 and transferred the
property to investment real estate that is now held for sale.

In conjunction with this foreclosure, the non-cash impact on investing activities is summarized as follows:

Year Ended
December 31,2023
Reductions in mortgage loans due to forecloSUre...........ccovveriieiiieiinieieeeeee e $ 764,967
Investment real estate held-for-sale acquired through foreclosure............ccoeeevcierienienierieeeeeeeees (764,967)
Net cash used in INVESHNG ACHIVITIES. .....ieviivieieieieieriesiesieete et etesbe st esesbesreereeeseeaessessessessesenns $ -

On January 4, 2022, the Company acquired Royalty Capital Life Insurance Company. The Company acquired assets of
$15,778,364 (including cash) and assumed liabilities of $11,181,600.

In conjunction with this 2022 acquisition, the cash and non-cash impact on operating, investing and financing activities is
summarized as follows.

December 31,

2022

Cash used in acquisition of Royalty Capital Life Insurance COmpany ..........cccceeceereereeneenieneeniceneenieenens $ -
Cash provided in acquisition of Royalty Capital Life Insurance Company .............ccccceevveevreeveeveseenreenens 3,525,749
Increase in cash from acquisition of Royalty Capital Life Insurance Company ............ccceeveevveevveereenreennens 3,525,749
Fair value of assets acquired in acquisition of Royalty Capital Life Insurance Company

(excluding cash)
SHOTT-tEITN INVESTIMEIIES. .......eeiiiieeitrieeeeieeeeeeee e et e e ettt e et eeeeteeeeeaeeeeeeaeeeeeesreeeeeseeseeseeeeensreeeennneeseenneeeans 1,586,667
ReCOVETrable frOM TEINSUTIETS .....c.uvviiiieriieeeeieeeeeeee et eete e e e e et e e e e e e e e e e e etaeeeeeareeeeenseeeenaseesennreeeenns 10,634,753
Accrued INVESMENT INCOMIE ....c..eueiuteutitetenterte ettt ettt ettt sbe et e et e b e st e b e sbeebe e bt es s et et e besbeebesbeeneennens 8
DIUE PICIMIUITIS ....cttenteeiee e etie et ettt et e et e bt e bt et e et e saeesse e et enteeneeese e st e seanseemeesmeesseenseenseenseanseeneanseenseansenseens 25,187
(011415 g 111 - SRRSOt 6,000
Total fair value of assets acquired (excluding Cash)..........ccoviiiieiiiiiiiiiee e 12,252,615
Fair value of liabilities assumed in acquisition of Royalty Capital Life Insurance Company
FUture POLICY DENETILS ... c.eiuieiieiieiee ettt sttt ettt ettt e bt ebeeb e e st ene et ensenes 8,102,093
Policyholders' acCount DalancCe...........ccveevieiiiiiiieiieit ettt ettt ae v e sraesseessaesseessesssensaensens 3,019,610
POLICY CIAIMIS ...ttt ettt ettt e e te et e e st e esbeessesseesaeesseesseesaesssessaenseessenssessaessenssanseens 51,392
(01141 N 1o U Tt TR RRRPRRR 8,505
Total fair value of 1iabiliti€s @SSUMEA ...........oooeveieiiieiieeeieie et eeee e e e et e e e et e e eerreeeeetreeeenns 11,181,600
Fair value of net assets acquired in acquisition of Royalty Capital Life Insurance Company

(EXCIUAING CASN)...evieiieiieie ettt ettt ettt et e st es b e es b e s seessae st enseensesnsesseanseenseensenssenseensenn 1,071,015
Fair value of net assets acquired in acquisition of Royalty Capital Life Insurance Company

(INCTUAING CASN) 1.ttt ettt ettt ettt et ese et e s et e e b e st eseesessesesbensesessessesesseseesens $ 4,596,764

See notes to consolidated financial statements.
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First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Organization and Significant Accounting Policies

First Trinity Financial Corporation (the “Company” or “FTFC”) is the parent holding company of Trinity Life Insurance
Company (“TLIC”), Family Benefit Life Insurance Company (“FBLIC”), Trinity Mortgage Corporation (“TMC”) and
Trinity American, Inc. (“TAI”’). The Company was incorporated in Oklahoma on April 19, 2004, for the primary purpose of
organizing a life insurance subsidiary.

The Company owns 100% of TLIC. TLIC owns 100% of FBLIC. TLIC and FBLIC are primarily engaged in the business
of marketing, underwriting and distributing a broad range of individual life insurance and annuity products to individuals.
TLIC’s and FBLIC’s current product portfolio consists of a modified premium whole life insurance policy with a flexible
premium deferred annuity rider, whole life, term, final expense, accidental death and dismemberment and annuity products.
The term products are both renewable and convertible and issued for 10, 15, 20 and 30 years. They can be issued with
premiums fully guaranteed for the entire term period or with a limited premium guarantee. The final expense product is
issued as either a simplified issue or as a graded benefit, determined by underwriting. The TLIC and FBLIC products are
sold through independent agents. TLIC is licensed in the states of Alabama, Georgia, Illinois, Indiana, Kansas, Kentucky,
Louisiana, Mississippi, Montana, Nebraska, New Mexico, North Dakota, Ohio, Oklahoma, South Dakota, Tennessee,
Texas, Utah and West Virginia. FBLIC is licensed in the states of Alabama, Arizona, Arkansas, Colorado, Georgia, Illinois,
Indiana, Kansas, Kentucky, Louisiana, Michigan, Mississippi, Missouri, Montana, Nebraska, New Mexico, North Carolina,
North Dakota, Ohio, Oklahoma, Pennsylvania, South Dakota, Tennessee, Texas, Utah, Virginia and West Virginia.

The Company owns 100% of TMC that was incorporated in 2006 and began operations in January 2007. TMC’s primary
focus changed during 2020 from premium financing loans to originating, brokering and administrating residential and
commercial mortgage loans for third parties.

The Company owns 100% of TAI. TAI was incorporated in Barbados, West Indies on March 24, 2016 for the primary
purpose of forming a life insurance company producing United States (U.S.) dollar denominated life insurance policies and
annuity contracts outside of the United States and Barbados. TAI is licensed as an Exempt Insurance Company under the
Exempt Insurance Act of Barbados. TAI was initially involved in developing life insurance contracts but is now issuing life
insurance policies and annuity contracts through an association with distribution channels. The Company’s acquisition of
TAI was formally approved by Barbados regulators and the certifications were received in 2019.

Company Capitalization

The Company raised $1,450,000 from two private placement stock offerings during 2004 and $25,669,480 from two public
stock offerings and one private placement stock offering from June 22, 2005 through February 23, 2007; June 29, 2010
through April 30, 2012 and August 15, 2012 through March 8, 2013. The Company issued 7,347,488 shares of its common
stock and incurred $3,624,518 of offering costs during these private placements and public stock offerings.

The Company also issued 702,685 shares of its common stock in connection with two stock dividends paid to shareholders
in 2011 and 2012 that resulted in accumulated earnings being charged $5,270,138 with an offsetting credit of $5,270,138 to
common stock and additional paid-in capital.

In 2020, the Company paid a $0.05 per share cash dividend for a total of $393,178 and issued 791,339 shares of Class A
common stock in connection with a 10% stock dividend to its Class A shareholders. The 10% stock dividend resulted in
accumulated earnings being charged $8,657,249 with an offsetting credit of $8,657,249 to common stock and additional
paid-in capital.

The Company has also purchased 247,580 shares of treasury stock at a cost of $893,947 from former members of the Board
of Directors including the former Chairman of the Board of Directors, a former agent, the former spouse of the Company’s
Chairman, Chief Executive Officer and President and a charitable organization where a former member of the Board of
Directors had donated shares of the Company’s common stock.
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First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Organization and Significant Accounting Policies (continued)
Acquisition of Other Companies

On December 23, 2008, FTFC acquired 100% of the outstanding common stock of First Life America Corporation
(“FLAC”) from an unaffiliated company. The acquisition of FLAC was accounted for as a purchase. The aggregate
purchase price for FLAC was $2,695,234 including direct costs associated with the acquisition of $195,234. The acquisition
of FLAC was financed with the working capital of FTFC.

On December 31, 2008, FTFC made FLAC a 15 year loan in the form of a surplus note in the amount of $250,000 with an
interest rate of 6% payable monthly, that was approved by the Oklahoma Insurance Department (“OID”). This surplus note
is eliminated in consolidation.

On August 31, 2009, two of the Company’s subsidiaries, Trinity Life Insurance Company (“Old TLIC”) and FLAC, were
merged, with FLAC being the surviving company. Immediately following the merger, FLAC changed its name to TLIC.

On December 28, 2011, TLIC acquired 100% of the outstanding common stock of FBLIC from FBLIC’s shareholders. The
acquisition of FBLIC was accounted for as a purchase. The aggregate purchase price for the acquisition of FBLIC was
$13,855,129. The acquisition of FBLIC was financed with the working capital of TLIC.

On April 28, 2015, the Company acquired a block of life insurance policies and annuity contracts according to the terms of
an assumption reinsurance agreement. The Company acquired assets of $3,644,839, assumed liabilities of $3,055,916 and
recorded a gain on reinsurance assumption of $588,923.

On April 3, 2018, FTFC acquired 100% of the outstanding stock of TAI domiciled in Barbados, West Indies. The Barbados
regulators approved the acquisition and supplied certifications during 2019. The aggregate purchase price for the
acquisition of TAI was $250,000. The acquisition of TAI was financed with the working capital of FTFC.

Effective January 1, 2020, the Company acquired 100% of the outstanding common stock of K-TENN insurance company
(“K-TENN”) from its sole shareholder in exchange for 168,866 shares of FTFC’s common stock. The acquisition of K-
TENN was accounted for as a purchase. The aggregate purchase price of K-TENN was $1,746,240. Immediately
subsequent to this acquisition, the $1,746,240 of net assets and liabilities of K-TENN along with the related life insurance
business operations were contributed to TLIC.

On January 4, 2022, FTFC acquired Royalty Capital Life Insurance Company (“RCLIC”) from Royalty Capital
Corporation (“Royalty”) in exchange for 722,644 shares of FTFC’s Class A common stock issued to unrelated parties.
Royalty was dissolved immediately after FTFC acquired RCLIC. On March 1, 2022, the Missouri Department of
Commerce and Insurance approved FTFC’s contribution and merger of RCLIC into FBLIC.

Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America ("U.S. GAAP").

Investments

Change in significant Accounting Policies — Credit Losses on Investments and Allowance for Loan Losses from Mortgage
Loans

In first quarter 2023, the Company adopted Accounting Standards Update 2016-13 Financial Instruments — Credit Losses:

Measurement of Credit Losses on Financial Instruments and all related guidance dealing with the FASB’s pronouncements
dealing with changes in accounting for and recognizing credit losses.
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First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Organization and Significant Accounting Policies (continued)

Fixed maturity securities comprised of bonds and redeemable preferred securities are classified as available-for-sale and are
carried at fair value with unrealized gains and losses, net of applicable income taxes, reported in accumulated other
comprehensive income (loss). The amortized cost of fixed maturity securities available-for-sale is adjusted for amortization
of premium and accretion of discount to maturity.

Interest income on fixed maturity securities, as well as the related amortization of premium and accretion of discount, is
included in net investment income under the effective yield method. Dividend income on redeemable preferred securities
are recognized in net investment income when declared. The amortized cost of fixed maturity securities available-for-sale
are written down to fair value when a decline in value is considered to be other-than-temporary.

The Company evaluates the difference between the cost or amortized cost and estimated fair value of its fixed maturity
securities to determine whether any decline in value is the result of a credit loss or other factors. An allowance for credit
losses is recorded against available-for-sale securities to reflect the amount of an unrealized loss attributed to credit. This
impairment is limited by the amount that the fair value is less than the amortized cost basis. Any remaining unrealized loss
is recognized in other comprehensive income (loss) with no change to the cost basis of the security. This determination
involves a degree of uncertainty. Changes in the allowance for credit losses are recognized in earnings.

The assessment and determination of whether or not a credit loss exists is based on consideration of the cash flows expected
to be collected from the fixed maturity security. The Company develops those expectations after considering various factors
such as agency ratings, the financial condition of the issuer or underlying obligors, payment history, payment structure of
the security, industry and market conditions, underlying collateral, and other factors that may be relevant based on the facts
and circumstances pertaining to individual securities.

If the Company intends to sell the fixed maturity security or will be more likely than not be required to sell the fixed
maturity security before recovery of its amortized cost basis, then any allowance for credit losses, if previously recorded is
written off and the fixed maturity security’s amortized cost is written down to the security’s fair value as of the reporting
date with any incremental impairment recorded as a charge to noninterest income.

Prior to 2023, the Company evaluated the difference between the cost or amortized cost and estimated fair value of its fixed
maturity securities to determine whether any decline in value was other-than-temporary in nature. That determination
involved a degree of uncertainty. If a decline in the fair value of a security was determined to be temporary, the decline
was recorded as an unrealized loss in shareholders' equity. If a decline in a security's fair value is considered to be other-
than-temporary, the Company then determined the proper treatment for the other-than-temporary impairment. The amount
of any other-than-temporary impairment related to a credit loss was recognized in earnings and reflected as a reduction in
the cost basis of the security; and the amount of any other-than-temporary impairment related to other factors is recognized
in other comprehensive income (loss) with no change to the cost basis of the security. If an other-than-temporary
impairment related to a credit loss occurs with respect to a bond, the Company amortized the reduced book value back to
the security's expected recovery value over the remaining term of the bond. The Company continued to review the security
for further impairment that would prompt another write-down in the value.

Equity securities are comprised of mutual funds and common stocks and are carried at fair value. The associated unrealized
gains and losses are included in net realized investment gains (losses). Dividends from these investments are recognized in
net investment income when declared.

Mortgage loans are carried at unpaid balances, net of unamortized premium or discounts. This measurement of mortgage
loans on an amortized cost basis is reduced by an allowance for credit losses representing a valuation allowance that is
deducted from the amortized costs basis of mortgage loans to present the net carrying value at the amount expected to be
collected on the mortgage loans.

Interest income and the amortization of premiums or discounts are included in net investment income. Mortgage loan fees,
certain direct loan origination costs, and purchase premiums and discounts on loans are recognized as an adjustment of
yield by the interest method based on the contractual terms of the loan. In certain circumstances, prepayments may be
anticipated.
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First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Organization and Significant Accounting Policies (continued)

The statement of operations reflects the measurement of credit losses for newly recognized mortgage loans as well as the
expected increases or decreases of expected credit losses that have taken place during the period. The measurement of
expected credit losses is based on relevant information about past events, including historical experience, current conditions
and reasonable and supportable forecasts that affect the collectability of the reported mortgage loan balances. The Company
uses judgment in determining the relevant information and estimation methods that are appropriate in establishing the
valuation allowance for credit losses. The allowance for credit losses for mortgage loans with a more-than-insignificant
amount of credit determination since origination is determined and the initial allowance for credit losses should be added to
the purchase price of mortgage loans rather than being reported as a credit loss expenses.

The Company, however, has established and will continue to establish a valuation allowance for mortgage loans on real
estate that are not supported by funds held in escrow based on historical patterns. The Company’s foreclosed properties
have not resulted in accumulated losses and due to the low loan-to-value the Company holds with respect to its mortgage
loans, the Company has not recorded and does not expect to record the addition to the purchase price of mortgage loans an
initial allowance for credit losses to be amortized over the life of the mortgage loans. The Company will continue to record
credit losses for mortgage loans not supported by funds held in escrow in accordance with its valuation policy for mortgage
loans on real estate followed before 2023.

Prior to and continuing in 2023, the Company established a valuation allowance for mortgage loans on real estate that are
not supported by funds held in escrow based on historical patterns. This allowance for possible loan losses from
investments in mortgage loans on real estate continues to be a reserve established through a provision for possible loan
losses charged to expense which represents, in our judgment, the known and inherent credit losses existing in the residential
and commercial mortgage loan portfolio. This allowance, in the Company’s judgment, is necessary to reserve for estimated
loan losses inherent in the residential and commercial mortgage loan portfolio and reduces the carrying value of
investments in mortgage loans on real estate to the estimated net realizable value on the consolidated statement of financial
position.

While the Company utilizes its best judgment and information available, the ultimate adequacy of this allowance is
dependent upon a variety of factors beyond our control, including the performance of the residential and commercial
mortgage loan portfolio, the economy and changes in interest rates. The allowance for possible mortgage loan losses
consists of specific valuation allowances established for probable losses on specific loans and a portfolio reserve for
probable incurred but not specifically identified loans.

The Company considers mortgage loans on real estate impaired when, based on current information and events, it is
probable that the Company will be unable to collect the scheduled payments of principal or interest when due according to
the contractual terms of the mortgage loan agreement. Impairment is measured on a loan-by-loan basis. Factors that the
Company considers in determining impairment include payment status, collateral value of the real estate subject to the
mortgage loan and the probability of collecting scheduled principal and interest payments when due. Mortgage loans that
experience insignificant payment delays and payment shortfalls generally are not classified as impaired.

The Company determines the significance of payment delays and payment shortfalls on a case-by-case basis, taking into
consideration all of the circumstances surrounding the mortgage loan on real estate and the borrower, including the length
of the delay, the reasons for the delay, the borrower’s prior payment record and the amount of the shortfall in relation to the
principal and interest owed.

Investment real estate in land held for both the production of income and for sale is carried at cost. Investment real estate
obtained through foreclosure on mortgage loans on real estate is carried at the lower of acquisition cost or net realizable

value.

Policy loans are carried at unpaid principal balances. Interest income on policy loans is recognized in net investment
income at the contract interest rate when earned.
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First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Organization and Significant Accounting Policies (continued)

Other long-term investments are comprised of lottery prize receivables and are carried at amortized cost. Interest income
and the accretion of discount are included in net investment income. These investments are backed by the lottery
departments at the various states by U.S. Treasury Bonds and Notes or in the case of Pennsylvania, by annuities purchased
from a highly rated life insurance company. Given this support to lottery prize receivables, the Company has not recorded
and does not expect to incur any current estimated credit losses on its investments in lottery prize receivables.

Principles of Consolidation

The consolidated financial statements include the accounts and operations of the Company and its subsidiaries. All
intercompany accounts and transactions are eliminated in consolidation.

Reclassifications

Certain reclassifications have been made in the prior year financial statements to conform to current year classifications.
These reclassifications had no effect on previously reported net income or shareholders' equity.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. Although these estimates
are based on management’s knowledge of current events and actions it may undertake in the future, they may ultimately
differ from actual results.

Common Stock and Treasury Stock

Class A and Class B common stock are both fully paid, non-assessable and has a par value of $.01 per share. Class B
shareholders are entitled to elect a majority of FTFC’s Board of Directors (one-half plus one) but will only receive,
compared to FTFC’s Class A shareholders, 85% of cash dividends, stock dividends or amounts due upon any FTFC
merger, sale or liquidation event. FTFC’s Class B shareholders may also convert one share of FTFC’s Class B common
stock for a .85 share of FTFC’s Class A common stock. FTFC’s Class A shareholders will elect the remaining Board of
Directors members and will receive 100% of cash dividends, stock dividends or amounts due upon any Company merger,

sale or liquidation event.

Treasury stock, representing shares of the Company’s common stock that have been reacquired after having been issued
and fully paid, is recorded at the reacquisition cost and the shares are no longer outstanding.

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, amounts due from banks and money market instruments.
Short-term investments

Short-term investments include funds that have a maturity of more than 90 days but less than one year at the date of
purchase.

Investment Income and Realized Gains and Losses on Sales of Investments

Interest and dividends earned on investments are included in net investment income. Realized gains and losses on sales of
investments are recognized in operations on the specific identification basis.
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December 31, 2023 and 2022

1. Organization and Significant Accounting Policies (continued)
Deferred Policy Acquisition Costs

Commissions and other acquisition costs which vary with and are primarily related to the successful production of new
business are deferred and amortized in a systematic manner based on the related contract revenues or gross profits as
appropriate. Recoverability of deferred acquisition costs is evaluated periodically by comparing the current estimate of the
present value of expected pretax future profits to the unamortized asset balance. If this current estimate is less than the
existing balance, the difference is charged to expense.

Deferred acquisition costs for the successful production of traditional life insurance contracts are deferred to the extent
deemed recoverable and amortized over the premium paying period of the related policies using assumptions consistent
with those used in computing future policy benefit liabilities. Deferred acquisition costs related to the successful production
of insurance and annuity products that subject the Company to mortality or morbidity risk over a period that extends
beyond the period or periods in which premiums are collected and that have terms that are fixed and guaranteed (i.e.,
limited-payment long-duration annuity contracts) are deferred to the extent deemed recoverable and amortized in relation to
the present value of actual and expected gross profits on the policies.

To the extent that realized gains and losses on fixed income securities result in adjustments to deferred acquisition costs
related to insurance and annuity products, such adjustments are reflected as a component of the amortization of deferred
acquisition costs. Deferred acquisition costs related to limited-payment long-duration insurance and annuity contracts are
also adjusted, net of tax, for the change in amortization that would have been recorded if the unrealized gains (losses) from
available-for-sale securities had actually been realized. This adjustment is included in the change in net unrealized
appreciation (depreciation) on available-for-sale securities, a component of “Accumulated Other Comprehensive Income
(Loss)” in the shareholders’ equity section of the statement of financial position.

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation or amortization. Office furniture, equipment and
computer software is recorded at cost or fair value at acquisition less accumulated depreciation or amortization using the
straight-line method over the estimated useful life of the respective assets of three to ten years. Leasehold improvements are
recorded at cost and depreciated over the remaining non-cancellable lease term.

Reinsurance

The Company cedes reinsurance under various agreements allowing management to control exposure to potential losses
arising from large risks and providing additional capacity for growth. Estimated reinsurance recoverable balances are
reported as assets and are recognized in a manner consistent with the liabilities related to the underlying reinsured ceded
contracts. The Company also assumes reinsurance under various agreements allowing management to increase growth in
assets and profitability. Estimated reinsurance payable balances are reported as liabilities and are recognized in a manner
consistent with the assets related to the underlying assumed reinsurance contracts.

Funds Withheld Coinsurance

In accordance with an annuity coinsurance agreement with an offshore annuity and life insurance company, TLIC holds
assets and recognizes a funds withheld liability for the benefit of the assuming company in an amount at least equal to the
annuity reserves in accordance with U.S. statutory accounting principles generated by this ceded business. In addition, the
assuming company maintains a trust related to this ceded business amounting to at least an additional 4% of assets above
the annuity reserve required under U.S. statutory accounting principles. This coinsurance agreement may be terminated for
new business by either party at any time upon 30 days prior written notice to the other party.
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1. Organization and Significant Accounting Policies (continued)

In addition, in accordance with this annuity coinsurance agreement, investment income, investment expenses, other income
and other expenses earned or incurred in relation to the operations of this annuity coinsurance agreement are not reported
on the Company’s Consolidated Statements of Operations. The unrealized appreciation (depreciation) of fixed available-
for-sale fixed maturity securities and the related income tax expense (benefit) is not reported as accumulated other
comprehensive income in the shareholders’ equity section of the Company’s Consolidated Statements of Financial
Position. Correspondingly, the net unrealized gains (losses) arising during the period, the net realized gains (losses) having
no credit gains (losses) and the related income tax expense (benefit) associated with the available-for-sale fixed maturities
held under this coinsurance agreement are not included in the computation of total other comprehensive income (loss) in
the Company’s Consolidated Statement of Comprehensive Loss.

The Company’s Consolidated Statement of Cash Flows only includes the cash flow activities related to the assets and funds
withheld under the coinsurance agreement in a one-line presentation and does not include those cash flow activities in the
other financial captions and categories presented in that financial statement.

Value of Insurance Business Acquired

As a result of the Company’s purchases of FLAC and FBLIC, an asset was recorded in the application of purchase
accounting to recognize the value of acquired insurance in force. The Company’s value of acquired insurance in force is an
intangible asset with a definite life and is amortized under Financial Accounting Standards Board (“FASB”) guidance. The
value of acquired insurance in force is amortized primarily over the emerging profit of the related policies using the same
assumptions that were used in computing liabilities for future policy benefits.

For the amortization of the value of acquired insurance in force, the Company periodically reviews its estimates of gross
profits. The most significant assumptions involved in the estimation of gross profits include interest rate spreads, future
financial market performance, business surrender/lapse rates, mortality and morbidity, expenses and the impact of realized
investment gains and losses. In the event actual experience differs significantly from assumptions or assumptions are
significantly revised, the Company is required to record a charge or credit to amortization expense for the period in which
an adjustment is made.

As of December 31, 2023 and 2022, there was $4,962,525 and $4,691,773, respectively, of accumulated amortization of the
value of insurance business acquired due to the purchases of FLAC and FBLIC. The Company expects to amortize the
value of insurance business acquired by the following amounts over the next five years:, $169,840 in 2024, $152,011 in
2025, $157,225 in 2026, $148,123 in 2027 and $153,251 in 2028.

Other Assets and Other Liabilities

Other assets consist primarily of advances to mortgage loan originator, receivable for securities sold, federal and state
income taxes recoverable, guaranty funds, notes receivable, prepaid assets, deposits, other receivables and property and
equipment.

Other liabilities consist primarily of accrued expenses payable, accounts payable, remittance and suspense items not
allocated, payable for securities purchased, guaranty fund assessments, unclaimed funds, deferred revenue, unearned
investment income, withholdings, escrows and other payables.

Policyholders’ Account Balances

The Company’s liability for policyholders’ account balances represents the contract value that has accrued to the benefit of
the policyholder as of the financial statement date. This liability is generally equal to the accumulated account deposits plus
interest credited less policyholders’ withdrawals and other charges assessed against the account balance. Interest crediting
rates for individual annuities range from 2.25% to 5.00%. Interest crediting rates for deposit-type liabilities range from
2.50% to 4.00%.
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Future Policy Benefits

The Company’s liability for future policy benefits is primarily comprised of the present value of estimated future payments
to or on behalf of policyholders, where the timing and amount of payment depends on policyholder mortality or morbidity,
less the present value of future net premiums. For life insurance and annuity products, expected mortality and morbidity is
generally based on the Company’s historical experience or standard industry tables including a provision for the risk of
adverse deviation. Interest rate assumptions are based on factors such as market conditions and expected investment
returns. Although mortality, morbidity and interest rate assumptions are “locked-in” upon the issuance of new insurance
with fixed and guaranteed terms, significant changes in experience or assumptions may require the Company to provide for
expected future losses by establishing premium deficiency reserves.

Policy Claims

Policy claim liabilities represent the estimated liabilities for claims reported plus estimated incurred but not yet reported
claims developed from trends of historical market data applied to current exposure.

Federal Income Taxes

The Company uses the asset and liability method of accounting for income taxes. Deferred income taxes are provided for
cumulative temporary differences between balances of assets and liabilities determined under U.S. GAAP and balances
determined using tax bases. A valuation allowance is established for the amount of the deferred tax asset that exceeds the
amount of the estimated future taxable income needed to utilize the future tax benefits.

Accumulated Other Comprehensive Income (Loss)

FASB guidance requires the inclusion of unrealized gains or losses on available-for-sale securities, net of tax, as a
component of other comprehensive income (loss). Unrealized gains and losses recognized in accumulated other
comprehensive income (loss) that are later recognized in net income through a reclassification adjustment are identified on
the specific identification method. In addition, deferred acquisition costs related to limited-payment long-duration insurance
and annuity contracts are also adjusted, net of tax, for the change in amortization that would have been recorded if the
unrealized gains (losses) from available-for-sale securities had actually been realized. This adjustment is included in the
change in net unrealized appreciation (depreciation) on available-for-sale securities, a component of “Accumulated Other
Comprehensive Income (Loss)” in the shareholders’ equity section of the statement of financial position.

Revenues and Expenses

Revenues on traditional life insurance products consist of direct premiums reported as earned when due. Liabilities for
future policy benefits are provided and acquisition costs are amortized in a systematic manner based on the related contract
revenues or gross profits as appropriate.

The Company generates fee income and recognizes revenue from providing contractual services to third parties that are
outside traditional life insurance sources of revenues. This fee income is recognized as revenue in the Service Fees caption
of the Statement of Operations for the years ended December 31, 2023 and 2022. The primary source of this fee income
during 2023 and 2022 was the recognition of fee income from providing residential mortgage loan on real estate lending
opportunities to third parties through the introduction of qualified borrowers identified and provided by the Company. This
fee income is associated with a single performance obligation and is not recognized as revenue until the point in time the
third party issues a residential mortgage loan on real estate to a qualified borrower identified and provided by the Company.
Additional fee income with one specific third party is recognized by the Company as contractual revenues for the
Company being available to provide and providing services to manage brokered residential mortgage loans on real estate
during the period that the obligations are held by the third party for the qualified borrower identified and provided by the
Company.

49



First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Organization and Significant Accounting Policies (continued)

Acquisition costs for traditional life insurance contracts are deferred to the extent deemed recoverable and are amortized
over the premium paying period of the related policies using assumptions consistent with those used in computing future
policy benefit liabilities. Traditional life insurance products are treated as long-duration contracts since they generally
remain in force for the lifetime of the insured.

Deferred acquisition costs related to insurance and annuity products that subject the Company to mortality or morbidity risk
over a period that extends beyond the period or periods in which premiums are collected and that have terms that are fixed
and guaranteed are deferred to the extent deemed recoverable and amortized in relation to the present value of actual and
expected gross profits on the policies. These types of insurance and annuity contracts are treated as long-duration insurance
contracts since they generally remain in force for an extended period.

Net Income Per Common Share Basic

For the year ended December 31, 2023 and 2022, the net income allocated to the Class B shareholders is the total net
income multiplied by the right to receive dividends at 85% for Class B shares (85,937) as of the reporting date divided by
the allocated total shares (9,470,277) of Class A shares (9,384,340) and Class B shares (85,937) as of the reporting date.

For the year ended December 31, 2023, the net income allocated to the Class A shareholders of $7,843,534 is the total net
income $7,915,361 less the net income allocated to the Class B shareholders $71,827. For the year ended December 31,
2022, the net income allocated to the Class A shareholders of $6,128,581 is the total net income $6,184,703 less the net
income allocated to the Class B sharcholders $56,122.

The weighted average outstanding common shares basic for the year ended December 31, 2023 and 2022 were 9,384,340
for Class A shares and 101,102 for Class B shares.

Subsequent Events

Management has evaluated all events subsequent to December 31, 2023 through the date that these financial statements
have been issued.

On February 23, 2024, the Board of Directors of the Company unanimously voted to terminate the Share Acquisition
Agreement dated April 24, 2023 (the “Agreement”) among the Company, MTCP LLC, a Florida limited liability company
(the “Buyer”) and Brickell L&A Holdings LLC, a Delaware limited liability company wholly owned by the Buyer,
pursuant to provisions of an amendment to the Agreement giving the Company the right to terminate the Agreement. The
Company gave notice of the termination on February 26, 2024,

Adopted Accounting Standards
Financial Instruments - Credit Losses: Measurement of Credit Losses on Financial Instruments

In June 2016, the FASB issued updated guidance (Accounting Standards Update 2016-13) for the accounting for credit
losses for financial instruments. The updated guidance applied a new credit loss model (current expected credit losses or
CECL) for determining credit-related impairments for financial instruments measured at amortized cost (e.g. reinsurance
recoverables, including structured settlements that are recorded as part of reinsurance recoverables) and required an entity
to estimate the credit losses expected over the life of an exposure or pool of exposures.

The estimate of expected credit losses considers historical information, current information, as well as reasonable and
supportable forecasts, including estimates of prepayments. The expected credit losses, and subsequent adjustments to such
losses, are recorded through an allowance account that is deducted from the amortized cost basis of the financial asset, with
the net carrying value of the financial asset presented on the consolidated balance sheet at the amount expected to be
collected.
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The updated guidance also amended the current other-than-temporary impairment model for available-for-sale debt
securities and requires the recognition of impairments relating to credit losses through an allowance account and limits the
amount of credit loss to the difference between a security’s amortized cost basis and its fair value. In addition, the length of
time a security has been in an unrealized loss position will no longer impact the determination of whether a credit loss
exists. The Company adopted this standard in first quarter 2023 on a modified retrospective basis. The cumulative effect
adjustment to January 1, 2023 accumulated earnings for the adoption of this standard was a charge of $230,036.

Troubled Debt Restructurings and Vintage Disclosures

In March 2022, the FASB issued amendments (Accounting Standards Update 2022-2) for the accounting of troubled debt
restructuring and disclosures. The amendments introduced new requirements related to certain modifications of receivables
made to borrowers experiencing financial difficulties. The amendments promulgated that an entity must apply specific loan
refinancing and restructuring guidance to determine whether a modification results in a new loan or the continuation of an
existing loan. The amendments also required that an entity disclose current-period gross write-offs by year of origination
for financing receivables and net investment in leases. The Company adopted the amendments in this standard in first
quarter 2023. The adoption of this guidance did not have a material effect on the Company’s results of operations, financial
position or liquidity.

Recent Accounting Pronouncements
Targeted Improvements to the Accounting for Long-Duration Contracts

In August 2018, the FASB issued updated guidance (Accounting Standards Update 2018-12) to the existing recognition,
measurement, presentation and disclosure requirements for long-duration contracts issued by an insurance entity. This
update improves the timeliness of recognizing changes in the liability for future policy benefits, modifies the rate used to
discount future cash flows, simplifies and improves accounting for certain market-based options or guarantees associated
with deposit (i.e., account balance) contracts, simplifies the amortization of deferred acquisitions costs and expands
required disclosures. The expanded disclosure requires an insurance entity to provide disaggregated roll forwards of
beginning to ending balances of the following: liability for future policy benefits, policyholder account balances, market
risk benefits, separate account liabilities and deferred acquisition costs including disclosure about, changes to and effect of
changes for significant inputs, judgments, assumptions and methods used in measurements.

The updated guidance was effective for reporting periods beginning after December 15, 2020. As a Smaller Reporting
Company, the effective date has been changed twice and the delayed effective date is now for reporting periods beginning
after December 15, 2024. Early adoption is permitted but not likely to be elected by the Company. With respect to the
liability for future policyholder benefits for traditional and limited-payment contracts and deferred acquisition costs, an
insurance entity may elect to apply the amendments retrospectively as of the beginning of the earliest period presented.
With respect to the market risk benefits, an insurance entity should apply the amendments retrospectively as of the
beginning of the earliest period presented. The Company expects that the impact on the Company’s results of operations,
financial position and liquidity at the date of adoption of the updated guidance in 2025 will be determined by the long-
duration contracts then held by the Company and the economic conditions at that time.
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Transition for Sold Contracts

In December 2022, the FASB issued amendments (Accounting Standards Update 2022-5) to Accounting Standards Update
2018-12 (Targeted Improvements for Long-Duration Contracts) that originally required an insurance entity to apply a
retrospective transition method as of the beginning of the earliest period presented or the beginning of the prior fiscal year
if early application was elected. This updated guidance reduces implementation costs and complexity associated with the
adoption of targeted improvements in accounting for long-duration contracts that have been derecognized in accordance
with Accounting Standards Update 2018-12 before the delayed effective date. Without the amendments in this Update, an
insurance entity would be required to reclassify a portion of gains or losses previously recognized in the sale or disposal of
insurance contracts or legal entities because of the adoption of a new accounting standard. Because there is no effect on an
insurance entity’s future cash flows, this reclassification may not be useful to users of financial information.

The amendments in this guidance are effective for fiscal years beginning after December 15, 2024. Early adoption is
permitted but not likely to be elected by the Company. The Company expects that the impact on the Company’s results of
operations, financial position and liquidity at the date of adoption of the updated guidance in 2025 will be determined by
the long-duration contracts then held by the Company and the economic conditions at that time.

Improvements to Reportable Segment Disclosures

In November 2023, the FASB issued amendments (Accounting Standards Update 2023-07) to improve reportable segment
disclosure requirements primarily through enhanced disclosures about significant segment expenses on both an annual and
interim basis. The amendments require public entities to follow the significant expense principle and disclose on an annual
and interim basis significant segment expenses that are regularly provided to the chief operating decision maker (“CODM”)
with additional disclosure of the CODM’s title, position and how the reported measure(s) of segment profit or loss are used
in assessing segment performance and allocating resources. In addition, amounts for other segment items are required to be
disclosed including a description of its composition. If the COMD uses more than one measure in assessing segment
performance and allocating resources, at least one of the measures should be consistent with the corresponding amounts
utilized in the public entity’s consolidated financial statements.

The amendments in this guidance are effective for fiscal years beginning after December 15, 2023, and interim periods
within fiscal years beginning after December 15, 2024. Early adoption is permitted. The Company anticipates adopting and
disclosing this Update for year-end reporting in 2024 and for interim periods beginning in 2025.

Improvements to Income Tax Disclosures

In December 2023, the FASB issued amendments (Accounting Standards Update 2023-09) to enhance the transparency and
decision usefulness of income tax disclosures. The amendments require that public business entities on an annual basis
disclose information about taxes paid and a tabular reconciliation using both percentages and amounts of specific categories
in the rate reconciliation. In addition, separate disclosure is required for any reconciling item equal to or greater than five
(5) percent of the amount computed by multiplying the income or loss from continuing operations before income taxes by
the statutory income tax rate. If not otherwise evident, a public business entity is required to provide an explanation of the
individual reconciling items such as the nature, effect and causes of the reconciling items.

The amendments in this guidance are effective for public companies for fiscal years beginning after December 15, 2024,
and interim periods within fiscal years beginning after December 15, 2024. This guidance should be applied on a
prospective basis but retrospective application is permitted. Early adoption is permitted. The Company anticipates adopting
and disclosing this Update for year-end reporting in 2025.
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Cybersecurity Risk Management, Strategy, Governance and Incident Disclosures by Public Companies

On July 26, 2023, the U.S. Securities and Exchange Commission adopted this Final Rule (the “Cybersecurity Final Rule”)
enhancing disclosure requirements for registered companies covering cybersecurity risk and management. The
Cybersecurity Final Rule requires registrants to disclose material cybersecurity incidents on Form 8-K within four business
days of a determination that a cybersecurity incident is material, and such materiality determination must be made without
unreasonable delay.

The rule also requires periodic disclosures of, among other things, details on the company’s processes to assess, identify,
and manage cybersecurity risks, cybersecurity governance, and management’s role in overseeing such a compliance
program, including the board of directors’ oversight of cybersecurity risks. Certain reporting requirements under the
Cybersecurity Final Rule become effective as early as December 2023.

The Company has not ever had a material cyber security incident but will follow the Cybersecurity Final Rule regarding

timely disclosure of a material cyber security incident. The Company has also disclosed its strategy and governance with
respect to its cybersecurity risk management program in this December 31, 2023 Form 10-K.
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Fixed Maturity Securities

Investments in fixed maturity securities as of December 31, 2023 and 2022 are summarized as follows:

Fixed maturity securities

U.S. government and U.S. government agencies.............
States and political SubdiviSiOns .........cccccevvereerreeirenenne
U.S. government agency mortgage backed securities......
Commercial mortgage-backed securities..........c.cccecueuee
Residential mortgage-backed securities............c.cceeeueeee.
Corporate bonds.........cceceerieeeierierieriereee e
Asset-backed SECUTTHIES . .....ueevrrrierieieeieeie e
Exchange traded securities..........cooovereererrenienceneeeee.
Foreign bonds .......ccceeviieeiieiiiecie e
Redeemable preferred securities ..........ccooeeeeiereerienienennne.
Total fixed maturity SECUITtIES ......cveeveeeveerrecreereereeerenenn

Fixed maturity securities held in trust under coinsurance

AELECINICNL. c..c.e.veneevitenieterteneetestestete et etesteseebesteseebeseeneenens

Fixed maturity securities

U.S. government and U.S. government agencies.............
States and political subdiviSions ..........cccceveereerirreennenne.
Commercial mortgage-backed securities...........c.cceeueen..e.
Residential mortgage-backed securities..............c.eeuneene..
Corporate bonds..........ceeeereriiiiinienieneeeeeee e
Asset-backed SECUTTHIES......ccuererererireeeeieiee e
Exchange traded securities...........ccoevvvevvieeesieenreereenennnns
Foreign bonds ........cccccvevvieeiieciiiiesieseecee e
Redeemable preferred securities...........cceevvereerreenerenennen.
Certificate of depoSitS.......cceevvevuieierierieiiereeeeeeeieeens
Total fixed maturity SECUTItIES ......c.eecveevereerrrererrererennn

Fixed maturity securities held in trust under coinsurance

AGTECINCIIL. ... .vevieieeienieieteete et ettt eseenee e seestesbeebeeneeneeneens

Amortized Gross Gross
Cost Unrealized  Unrealized Fair
or Cost Gains Losses Value
December 31, 2023
$ 3,806,419 §$ 14,360 $ 22,495 $§ 3,798,284
9,773,549 97,215 338,894 9,531,870
10,097,479 208,985 - 10,306,464
10,629,003 - 2,157,465 8,471,538
9,986 4,328 - 14,314
85,901,454 65,239 6,625,386 79,341,307
12,466,601 43,424 1,017,529 11,492,496
882,631 - 406,631 476,000
27,091,108 24,186 1,902,619 25,212,675
1,250,000 - 194,000 1,056,000
$161,908,230 $§ 457,737 $12,665,019 $149,700,948
$ 56,824,160 $ 53,496 $ 5,226,397 $ 51,651,259

December 31, 2022

$ 2,097,558 $ - S 42993 $ 2,054,565
4,966,770 2,268 408,717 4,560,321
10,608,213 - 2274575 8,333,638

10,550 4,700 - 15,250
88,394,563 35464 10,317,800 78,112,137
9,538,593 - 1,539,164 7,999,429

682,280 - 215,080 467,200
26,995,631 - 3225551 23,770,080
1,250,000 - 148,800 1,101,200

200,000 - 930 199,070

$144,744,158 $ 42,432 $18,173,700 $126,612.890

$ 63,649,991 $ 8224 $ 7,449,175 $ 56,209,040
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All securities in an unrealized loss position as of the financial statement dates, the estimated fair value, pre-tax gross
unrealized loss and number of securities by length of time that those securities have been continuously in an unrealized loss
position as of December 31, 2023 and 2022 are summarized as follows:

Unrealized Number of
Fair Value Loss Securities
December 31, 2023
Fixed maturity securities
Less than 12 months in an unrealized loss position
U.S. government and U.S. government agencies...........c....oeu..... $ 231,010 $ 100 1
States and political SUbAIVISIONS .......cc.eecveeveerrieriieieiieseeie e, 120,734 588 1
Corporate DONAS ........c.eeviriirieriieiecie ettt ens 3,762,988 78,589 14
FOreign Donds..........cocieiieieeienieieee et 502,835 8,573 2
Total less than 12 months in an unrealized loss position .................... 4,617,567 87,850 18
More than 12 months in an unrealized loss position
U.S. government and U.S. government agencies...............o..e..... 1,876,612 22,395 3
States and political SUDAIVISIONS ......cccveeueereieriieiieiecieseeeeeeee. 4411,017 338,306 21
Commercial mortgage-backed securities ...........ccceeevveeereerveennnenne 8,471,538 2,157,465 24
Corporate BONAS ........c.eeierieriieiieieee et 72,550,042 6,546,797 214
AsSet-backed SECUTTHES ......cvvviiieeiieeeiie e 7,390,830 1,017,529 20
Exchange traded SECUTIItIeS......ccvevveeriiieiieiieeie e 476,000 406,631 2
FOreign bonds...........coveviiiiiieiieiecie et 23,164,587 1,894,046 61
Redeemable preferred SECUTItIes .......c.evveevieviievieieeiiesieeieeveeeeens 306,000 194,000 2
Total more than 12 months in an unrealized loss position .................. 118,646,626 12,577,169 347
Total fixed maturity securities in an unrealized loss position .................... $123,264,193 $ 12,665,019 365
Fixed maturity securities held in trust under coinsurance agreement
Total less than 12 months in an unrealized loss position .................... $ 1,400,820 $ 5,810 7
Total more than 12 months in an unrealized loss position .................. 47,082,945 5,220,587 180
Total fixed maturity securities held in trust under coinsurance agreement
in a unrealized 10SS POSIHION.......cceeiiiiiiiieieieeeeeeee e $ 48,483,765 $ 5,226,397 187
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Unrealized Number of
Fair Value Loss Securities
December 31, 2022
Fixed maturity securities
Less than 12 months in an unrealized loss position
U.S. government and U.S. government agencies..............c.ue....... $ 1,760,073 $ 37,231 2
States and political SUbdiVISIONS .......ccceeruererererineeieieeee 3,325,252 301,788 20
Commercial mortgage-backed securities ...........cocveveeeerreenreennen. 5,863,255 1,387,792 17
Corporate DONAS ......cc.eeeeieriiierie et 69,451,263 8,733,104 216
Asset-backed SECUTTHIES ......covvviiieeeieecieieeeeee e 5,042,586 890,318 12
Foreign bonds...........coveeiieiiieieeiiiieceeseeie e 21,766,704 2,785,419 61
Certificate of dEPOSItS .....occvevvierieiieieeie et 199,070 930 1
Total less than 12 months in an unrealized loss position .............. 107,408,203 14,136,582 329
More than 12 months in an unrealized loss position
U.S. government and U.S. government agencies......................... 294,492 5,762 2
States and political SUDAIVISIONS .......ccvevvereveriieiieieriieeeie e 766,424 106,929 3
Commercial mortgage-backed securities ...........cccceeeeveiereenennnen. 2,470,383 886,783 7
Corporate DONdS .......cccueveeiieiieiee e 6,314,364 1,584,786 20
Asset-backed SECUTILIES ........covvvueiieiiiiiieeeeee e 2,956,843 648,846 9
Exchange traded SECUTIItIeS......ccvevvieriiieiieiieeie et 467,200 215,080 2
FOreign bonds...........ccieviiiiiieiiieieeiece et 2,003,376 440,132 6
Redeemable preferred SECUTIHES .......ccceevereeeerieieieieiereseee e 351,200 148,800 2
Total more than 12 months in an unrealized loss position .................. 15,624,282 4,037,118 51
Total fixed maturity securities in an unrealized loss position .................... $123,032,485 $ 18,173,700 380
Fixed maturity securities held in trust under coinsurance agreement
Total less than 12 months in an unrealized loss position .................... $ 49,918,808 $ 5,679,624 231
Total more than 12 months in an unrealized loss position .................. 5,524,318 1,769,551 21
Total fixed maturity securities held in trust under coinsurance agreement
in a unrealized 10SS POSTHON.....c.eeviriiriiiieieeeee e $ 55,443,126 $ 7,449,175 252
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As of December 31, 2023, the Company held 365 available-for-sale fixed maturity securities with an unrealized loss of
$12,665,019, fair value of $123,264,193 and amortized cost of $135,929,212. These unrealized losses were primarily due to
market interest rate movements in the bond market as of December 31, 2023. The ratio of the fair value to the amortized
cost of these 365 securities is 91%.

As of December 31, 2022, the Company held 380 available-for-sale fixed maturity securities with an unrealized loss of
$18,173,700, fair value of $123,032,485 and amortized cost of $141,206,185. These unrealized losses were primarily due to
market interest rate movements in the bond market as of December 31, 2022. The ratio of the fair value to the amortized
cost of these 380 securities is 87%.

The change in the current estimate of credit losses on fixed maturity available-for-sale securities for the year ended
December 31, 2023 is summarized as follows:

(Unaudited)
December 31, 2023
Be@INNING DAIAINICE ......ovivieiieeiciiceicicee ettt ettt ettt et ettt ettt e eaeeteetseteess et et e seeteetsersersensensenes $ -
Cumulative adjustment to accumulated earnings as of January 1, 2023 .........c.cccoevvveviieiieieneennen. (291,185)
Current eStimate Of CIEAIt IOSSES ......icviiiiiiieiieiieieee ettt ettt et ee e e eeeereebeeabe e s e eseesreesreas (139,285)
ENAING DALANCE ..ottt ettt et ettt et e et ettt ettt et et ereeaeeteereens $ (430,470)

Net unrealized losses included in other comprehensive income (loss) for investments classified as available-for-sale, net of
the effect of deferred income taxes and deferred acquisition costs assuming that the depreciation had been realized as of
December 31, 2023 and 2022 are summarized as follows:

December 31,2023  December 31, 2022

Unrealized depreciation on available-for-sale securities............ceeevevereenenneen, $ (12,207,282) $ (18,131,268)

Adjustment to deferred acqUISTHON COSES ...vvivvierrierrieiieierieie e, 3,094 5,091

Deferred INCOME tAXES......eiiveeieieeeieeeeeeee ettt e e e e e eenaeeeeenees 2,562,880 3,806,498
Net unrealized depreciation on available-for-sale securities............... $ (9,641,308) $ (14,319,679)

Assets held in trust under coinsurance agreement
Unrealized depreciation on fixed maturity securities available-for-sale .... $ (5,172,901) $ (7,440,951)
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The amortized cost and fair value of fixed maturity available-for-sale securities as of December 31, 2023, by contractual
maturity, are summarized as follows:

December 31, 2023
Fixed Maturities Available-For-Sale
Securities
Amortized Cost Fair Value
DUE iN ONE YEAT OF IESS ....vvveeeeeeeeeee ettt $ 3,303,802 $ 3,370,422
Due in one year through five years..........ccovveveevieniieciicieceeceeeee e 31,689,156 30,411,513
Due after five years through ten years.........cccceeevveviieriieniieeie e 24,768,591 23,731,965
DUE After 1EN YEATS...ccuviiiiieeiii ettt ettt este et e veesaae e beesaaeesabeennaeens 90,257,692 82,645,196
Due at multiple Maturity dates ........cccecereeeiierieriieieciere e 11,888,989 9,541,852
$ 161,908,230 $ 149,700,948

Expected maturities will differ from contractual maturities because borrowers may have the right to call or prepay
obligations with or without call or prepayment penalties.

The amortized cost and fair value of fixed maturity available-for-sale securities held in trust under coinsurance agreement
as of December 31, 2023, by contractual maturity, are summarized as follows:

December 31, 2023
Fixed Maturity Available-For-Sale
Securities

Amortized Cost Fair Value
DUE N ONE YEAT OF 1€SS ...ovviiieiieiieieeie ettt $ 1,183,080 $ 1,177,915
Due after one year through five Years .........ccoccvevierieciieieeieeeeeeee e 27,579,589 27,071,969
Due after five years through ten years.........cccceecveeiciieeciieiiiieeiee e 8,120,483 7,893,466
DUE After 1EN YRAIS...c.ueeiieeiieeieetietiete ettt ettt 16,827,762 12,909,324
Due at multiple maturity dates .........ccecceviereerieeiieeeeeee e 3,113,246 2,598,585
$ 56,824,160 $ 51,651,259
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Proceeds and gross realized gains (losses) from the sales, calls and maturities of fixed maturity securities available-for-sale,
equity securities, investment real estate, mortgage loans on real estate and other long-term investments for the years ended

December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31,

Fixed Maturity Securities Equity Securities Investment Real Estate
2023 2022 2023 2022 2023 2022
Proceeds .ooveeeeeeeeeeeeeeeeeeeeeeeeens $ 5,287,601 $58,393,624 § - $ - 8 - $ 200,080
Gross realized gains ..................... 265,625 1,230,951 - - - 55,867
Gross realized losses .................... (317,641) (369,169) - (8,000) - (3,696)
Years Ended December 31,
Mortgage Loans on Real Estate Other Long-Term Investments
2023 2022 2023 2022
Proceeds .....coeeeeieieieeee e $ 132,634,814 $§ 118,132,864 $§ - $ 16,308,664
Gross realized gains .........ccceeevveeeieriieniieieeienens 2,496 - - -
Gross realized 10SSes .......oocveeverieriieriieieeieeienenn - - - (422,578)

The accumulated change in net unrealized investment gains (losses) for fixed maturity available-for-sale securities for the
years ended December 31, 2023 and 2022 and the amount of net realized investment gains (losses) on fixed maturity
securities available-for-sale, equity securities, investment real estate, mortgage loans on real estate and other long-term
investments for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31,

2023 2022
Change in unrealized investment gains (losses):
Available-for-sale securities:
Fixed mMaturity SECUITIES ... .ccuveveereiieeieeiteere ettt et ere e eeae e sreesreeneenne e $ 5,632,801 $  (34,851,942)
Fixed maturity securities held in trust under coinsurance agreement ............. 2,268,050 (10,918,940)
Net realized investment gains (losses):
Available-for-sale securities:
Fixed mMaturity SECUIIICS ... .ecveeveieieiieriietiereeteesteeieereeaeseee e eaeesaeseeeseeenseens (52,016) 861,782
Fixed maturity securities credit LoSSES .........ceecvreereerieereriesieseeee e (139,285) -
Equity securities, sale 0f SECUITLIES......uevieriiriierieeiereee e - (8,000)
Equity securities, changes in fair value...........cccoeieviieciinciinieeeeeeceee e, 8,653 60,842
Investment 1eal €StAte...........oooviiiieiie e - 52,171
Mortgage 10ans on real EState.........c.eevuerierierieie e 2,496 -
Other long-term INVESTMENtS .........c.eeiieierieiieriieie et - (422,578)
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2. Investments (continued)
Mortgage Loans on Real Estate

The Company’s mortgage loans by property type as of December 31, 2023 and 2022 are summarized as follows:

December 31, December 31,
2023 2022

Residential mMortgage 10AnS ..........cccveevieiieiiiieiiecece ettt $ 224,258,534 $ 223,984,194
Commercial mortgage loans by property type

AGEICUITUTAL. ...ttt et beeae e ens 986,207 994,691

ADPATTIMIENIE ...ttt ettt ettt bbbt bttt et st st be b eneene 3,108,829 3,625,533

INAUSIIAL ..ottt et 1,267,264 1,999,438

LOAZING. ...ttt 24,727 268,741

OFFICE DUILAING......eoveeieiee ettt 5,652,487 5,681,946

17 1 O OSSPSR 4,533,399 5,759,585
Total commercial mortgage loans by property type .......cceeeeeveereereerieeieeeiesieseeeneens 15,572,913 18,329,934
Total MOTTZAZE 10ANS ......eeuiieiieiiieiieeee ettt $ 239,831,447 § 242,314,128
Mortgage loans held in trust under coinsurance agreement

Commercial Mmort@age LOANS ...........ccceevueeiiieiieeieiiereere et seees $ 27,714,891 §$ 31,076,883

Less unearned interest on mortgage l0ans ............ceeveeeerieeiieeciesiesieseee e 133,010 48,308
Total mortgage loans held in trust under coinsurance agreement..............c..ceerveennen. $ 27,581,881 $ 31,028,575

The Company utilizes the ratio of the carrying value of individual mortgage loans compared to the individual appraisal
value to evaluate the credit quality of its mortgage loans on real estate (commonly referred to as the loan-to-value ratio).
The Company’s residential and commercial (includes agricultural, apartment, industrial, lodging, office building and retail)
mortgage loans on real estate by credit quality using this ratio as of December 31, 2023 and 2022 are summarized as
follows:

December 31,

Residential Mortgage Commercial Mortgage Total Mortgage
Loans Loans Loans
Loan-To-Value Ratio 2023 2022 2023 2022 2023 2022

Over 70% t0 80%.....cccceeeuveueennen. $ 75,718,654 § 72,013,555 § 2,099,950 $ 3,287,048 § 77,818,604 § 75,300,603
Over 60% t0 70%.....ccceeeeveeennen. 65,525,308 67,780,388 2,958,186 3,033,504 68,483,494 70,813,892
Over 50% t0 60%........ccceeveueeunen. 38,548,660 36,929,025 1,809,817 1,839,272 40,358,477 38,768,297
Over 40% t0 50%...c.cccceveerrennennn 22,283,148 20,100,407 2,394,557 1,272,088 24,677,705 21,372,495
Over 30% t0 40%....c..cccovevrrennennn 10,056,308 13,143,773 3,817,212 5,123,894 13,873,520 18,267,667
Over 20% t0 30%......cccccvvveeenne. 7,929,094 8,898,731 463,856 733,238 8,392,950 9,631,969
Over 10% t0 20%....c..ccoeveverennenenn 3,178,001 3,976,357 1,714,394 3,040,890 4,892,395 7,017,247
10% OF 1€SS...eveveeireiireeeierenenn 1,019,361 1,141,958 314,941 - 1,334,302 1,141,958

Total...coveireiiiecreeeen $224,258,534 $223,984,194 $15,572,913 $18,329,934 $239,831,447 $242,314,128
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First Trinity Financial Corporation and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

The outstanding principal balance of mortgage loans, by state, as of December 31, 2023 and 2022 are summarized as

follows:

ATIZONA....uvvviiiiiiiiciieeieeeee,
Arkansas.........ccccoeevveeiiiiiiinnn.
California.......cccccovveeeeeneeeennnn.
Colorado......cccuvvveeveeeeeiieeenen.
Connecticut ........cccveeeevvreennen..
Delaware .........cooovveeeeuveeennnnn.
District of Columbia................
Florida ........ccoovvviviiieeenieeene.
GeOrgia...vveveeeieeiieiieieee e
Hawail .cooovvveeeiiiiiiiiiiieiies

Kansas ....cccoeeeeeeeeieieeeieieieeeen,
Kentucky ....coeevvvevieeeiieieene,
Louisiana.........ccccoevvevevuveeennen.

Maryland .........cceeveieenenennnne.
Massachusetts...........ccccuveeene...
Michigan ........cccccoeevevvereeennnne.
MiINNESOota.......ccovvevveveeeeeeeennnns
Y EET T 1) o) SO
Y ERTSY0101 & FO R
Nevada.....oooooeeeeiiveiieeiiieees
New Jersey .....cocveeeeveeenciveennnne
New MeXICO..uuvvvvivviiirrreieeenn.
New YOrK...ooovvvvvvviiiecieeeenne.

Virginia .....coeeveevervenieenenenenne.
Washington ...........ccccceevveennenne.
WiSCONSIN....eevreiiereeiieirenee,
West Virginia ........ccccceevveenenne.

Mortgage loan allowance

December 31, 2023 December 31, 2022
Amount Percentage Amount Percentage

............................. $ 516,657 0.22% $ 1,631,291 0.67%
............................. 2,564,148 1.07% 1,095,402 0.45%
............................. 792,495 0.33% 736,037 0.30%
............................. 15,612,618 6.51% 13,811,582 5.70%
............................. 1,420,410 0.59% 1,536,180 0.63%
............................. 1,301,749 0.54% 2,882,731 1.19%
............................. 360,334 0.15% 155,840 0.06%
............................. 53,031 0.02% 53,653 0.02%
............................. 88,891,627 37.07% 94,748,560 39.11%
............................. 6,302,274 2.63% 7,314,430 3.02%
............................. 473,360 0.20% - 0.00%
............................. 115,286 0.05% - 0.00%
............................. 2,562,076 1.07% 2,634,689 1.09%
............................. 622,476 0.26% 335,817 0.14%
............................. 153,307 0.06% 251,815 0.10%
............................. 192,485 0.08% - 0.00%
............................. 177,027 0.07% 189,335 0.08%
............................. 118,911 0.05% 200,056 0.08%
............................. 1,357,240 0.57% 1,285,510 0.53%
............................. 1,858,981 0.78% 2,580,335 1.06%
............................. 591,204 0.25% 363,570 0.15%
............................. 908,114 0.38% 922,025 0.38%
............................. 54,560 0.02% - 0.00%
............................. 4,233,592 1.77% 3,505,416 1.45%
............................. 696,957 0.29% 469,713 0.19%
............................. 12,610,602 5.26% 15,465,715 6.38%
............................. 79,122 0.03% 79,815 0.03%
............................. 28,845,873 12.03% 24,960,742 10.30%
............................. 4,250,466 1.77% 5,975,930 2.47%
............................. 10,048,860 4.19% 8,230,523 3.40%
............................. 438,268 0.18% 739,753 0.31%
............................. 648,535 0.27% 459,193 0.19%
............................. 1,904,171 0.79% 1,477,938 0.61%
............................. 232,866 0.10% 235,713 0.10%
............................. 1,227,942 0.51% 682,167 0.28%
............................. 3,863,355 1.61% 1,865,345 0.77%
............................. 40,130,295 16.73% 43,134,683 17.80%
............................. 409,443 0.17% 134,668 0.06%
............................. 200,295 0.08% 208,045 0.09%
............................. 2,307,904 0.96% 2,013,668 0.83%
............................. 1,320,541 0.55% 517,963 0.21%
............................. 499,987 0.21% 502,127 0.21%
............................. 46,105 0.02% 46,601 0.02%
............................. (1,164,102) -0.49% (1,120,448) -0.46%

$ 239,831,447 100% $ 242,314,128 100%
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2. Investments (continued)

During 2023, the Company foreclosed on residential mortgage loans of real estate totaling $764,967 and transferred those
properties to investment real estate held for sale. During 2022, the Company did not foreclose on residential mortgage loans
of real estate.

The principal balances of the 1,870 residential mortgage loans owned by the Company as of December 31, 2023 that
aggregated to $224,258,534 ranged from a low of $286 to a high of $1,650,000 and the interest rates ranged from 3.43% to
16.00%. The principal balances of the 37 commercial (includes agricultural, apartment, industrial, lodging, office building
and retail) mortgage loans owned by the Company as of December 31, 2023 that aggregated to $15,572,913 ranged from a
low of $14,478 to a high of $1,493,157 and the interest rates ranged from 5.50% to 10.51%.

The principal balances of the 1,538 residential mortgage loans owned by the Company as of December 31, 2022 that
aggregated to $223,984,194 ranged from a low of $634 to a high of $2,125,911 and the interest rates ranged from 3.43% to
16.91%. The principal balances of the 42 commercial (includes agricultural, apartment, industrial, lodging, office building
and retail) mortgage loans owned by the Company as of December 31, 2022 that aggregated to $18,329,934 ranged from a
low of $14,515 to a high of $1,498,063 and the interest rates ranged from 5.97% to 10.51%.

There were 18 mortgage loans with a remaining principal balance of $6,043,282 that were more than 90 days past due as of
December 31, 2023. There were six mortgage loans in default and in the foreclosure process with a remaining principal
balance of $2,129,576 as of December 31, 2023.

There were 17 mortgage loans with a remaining principal balance of $4,134,266 that were more than 90 days past due as of
December 31, 2022. There were six mortgage loans in default and in the foreclosure process with a remaining principal
balance of $2,155,566 as of December 31, 2022.

There are allowances for losses on mortgage loans of $1,164,102 and $1,120,448 as of December 31, 2023 and 2022,
respectively. As of December 31, 2023, $890,915 of independent mortgage loan balances are held in escrow by a third
party for the benefit of the Company related to its investment in mortgage loans on real estate with one loan originator. As
of December 31, 2022, $753,648 of independent mortgage loan balances are held in escrow by a third party for the benefit
of the Company related to its investment in mortgage loans on real estate with one loan originator.

Investment real estate

TLIC owns approximately three acres of undeveloped land located in Topeka, Kansas with a carrying value of $409,436.

FBLIC owns approximately one-half acre of undeveloped land located in Jefferson City, Missouri with a carrying value of
$131,000.

During 2023, the Company foreclosed on residential mortgage loans of real estate totaling $764,967 and transferred those
properties to investment real estate held for sale.

During 2022, the Company sold investment real estate property with an aggregate carrying value of $147,909. The
Company recorded a gross realized investment gain on sale of $52,171 based on an aggregate sales price of $200,080.
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2. Investments (continued)
The Company’s investment real estate as of December 31, 2023 and 2022 is summarized as follows:

December 31,

2023 2022
Land - held fOr INVESTMENT .........cooueiieeeee e $ 540,436 $ 540,436
Residential real estate - held for Sale..........ooovvvvieiiiiiiiiiiiieieeeeeeeeeeeee e 764,967 -
Total investment in 1eal €StAtE........c.eeeiveeieieiieeeeeeee e $ 1,305,403 $ 540,436

Other Long-Term Investments

The Company’s investment in lottery prize cash flows was $61,487,939 and $67,500,783 as of December 31, 2023 and
2022, respectively. The lottery prize cash flows are assignments of the future rights from lottery winners purchased at a
discounted price. Payments on these investments are made by state run lotteries.

The amortized cost and estimated fair value of lottery prize cash flows, by contractual maturity, as of December 31, 2023
are summarized as follows:

December 31, 2023
Amortized Cost Fair Value
DUE iN ONE YEAT OT 1ESS ...uviviiiiriieieeieieteeteete ettt ettt et se e essesennas $ 13,606,873 $ 13,827,135
Due in one year through five Years..........ccvvvevierieniieiiciecieeeee e 32,445,768 34,786,621
Due after five years through ten years.........ccoccvevveviieciieienieieeeieeee e 10,536,206 12,493,922
DU After 1EN YEAIS.....uieieeeieiieiieie ettt ettt ens e reas 4,899,092 6,916,039
$ 61,487,939 § 68,023,717
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2. Investments (continued)

The outstanding balance of lottery prize cash flows, by state lottery, as of December 31, 2023 and 2022 are summarized as
follows:

December 31, 2023 December 31, 2022
Amount Percentage Amount Percentage

ATIZONA ..ottt st $ 301,299 0.49% $§ 343,698 0.51%
CalifOrnia.....c..oovieeieeeieee e 7,327,724 11.92% 7,891,340 11.69%
CONNECTICUL ...ttt 2,285,266 3.72% 2,334,369 3.46%
FLOTIA@ ..o 529,803 0.86% 851,727 1.26%
GEOTZIA ettt sttt 3,947,186 6.42% 5,249,187 7.78%
TIHNOIS oottt ene 2,587,537 4.21% 1,422,002 2.11%
INAIANA. .....cviiieiieie e e 4,229,571 6.88% 4,852,536 7.19%
IMAIINIE. ... ettt st - 0.00% 40,686 0.06%
MaSSACHUSELLS.......cvereieeieiieieeieeieie et 13,632,982 22.17% 14,736,084 21.83%
MICRIZAN ..ot 190,457 0.31% 210,900 0.31%
IMISSOULT. .ottt ettt ettt et e e 62,782 0.10% 73,107 0.11%
NEW JEISCY ..eovieiieiieiiieeieetietee ettt s 68,823 0.11% 99,031 0.15%
NEW YOrK ..o 19,004,811 30.90% 20,785,835 30.78%
ORI0 .-ttt 3,755,995 6.11% 4,092,128 6.06%
OTCZOM .ttt s 29,272 0.05% 42,158 0.06%
Pennsylvania ..........cocoveiiiinieeeee e 935,798 1.52% 1,522,210 2.26%
TEXAS cueieeiieitereee e 1,774,744 2.89% 1,997,313 2.96%
VITZINIA c.veeiiiiieiiecieeie ettt seeenne e 17,774 0.03% 33,506 0.05%
VEIMONL......ooiiiiiiiiiiiiiicict et 550,235 0.89% 658,585 0.98%
WaShiNngton .......ccccvevieiiieiieieeieee e 255,880 0.42% 264,381 0.39%

$ 61,487,939 100.00% $ 67,500,783 100.00%

Major categories of net investment income for the years ended December 31, 2023 and 2022 are summarized as follows:

Years Ended December 31,

2023 2022

Fixed maturity SECUTIICS .. ..ccveveiereieiieiieeieeeeeieie ettt $ 6,550,360 $ 7,061,501
EQUILY SECUITLICS ..evvieivieiieeeieiieieeie ettt ie e sae st sseeseenae e sneeneeenes 118,780 211,290
Other long-term iNVEStMENtS ..........ccuveieeierieeieieeie ettt 4,948,734 4,975,205
MOTtZage LOANS .......eeveieiieiieiieei ettt 19,678,014 16,850,320
POLICY 10ANS ... e 240,385 194,814
Short-term and other INVEStMENtS...........c..oeeeeviiieeiieeeeieeeeeee e 2,600,099 243315

Gross INVEStMENt INCOIMEC .......c.vveeeeeereeeeeiieeeeeieeeeeeeeeeeeeeeeeeereeeeeenneaes 34,136,372 29,536,445
INVESTMENT EXPEINISES....veeerieiieeiieeieeeieeerieeeteeeteeeteesreessseessreensneensseensees (2,481,051) (3,315,273)

Net INVEStMENt INCOME. ......oovivieeieeieeeeeieeeeeeeeeee et $ 31,655,321 $ 26,221,172
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3. Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (an exit price) on the
measurement date. The Company also considers the impact on fair value of a significant decrease in volume and level of
activity for an asset or liability when compared with normal activity.

The Company holds fixed maturity and equity securities that are measured and reported at fair market value on the
statement of financial position. The Company determines the fair market values of its financial instruments based on the
fair value hierarchy that requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. The standard describes three levels of inputs that may be used to measure fair value, as
follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities. The Company’s Level 1 assets include equity
securities that are traded in an active exchange market.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities. The Company’s Level 2 assets and liabilities include fixed maturity
securities with quoted prices that are traded less frequently than exchange-traded instruments or assets and liabilities whose
value is determined using a pricing model with inputs that are observable in the market or can be derived principally from
or corroborated by observable market data. This category generally includes U.S. government, U.S. government agencies,
state and political subdivisions, U.S. government agency mortgage backed securities, mortgage-backed securities, corporate
bonds, asset-backed securities, exchange traded securities, foreign bonds, redeemable preferred stocks and certificate of
deposits.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of
the assets or liabilities. The Company’s Level 3 assets and liabilities include financial instruments whose value is
determined using pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments for
which the determination of fair value requires significant management judgment or estimation. This category generally
includes certain private equity investments where independent pricing information was not able to be obtained for a
significant portion of the underlying assets.

The Company has categorized its financial instruments, based on the priority of the inputs to the valuation technique, into
the three-level fair value hierarchy. If the inputs used to measure the financial instruments fall within different levels of the
hierarchy, the categorization is based on the lowest level input that is significant to the fair value measurement of the
instrument.

A review of fair value hierarchy classifications is conducted on a quarterly basis. Changes in the valuation inputs, or their
ability to be observed, may result in a reclassification for certain financial assets or liabilities. Reclassifications impacting
Level 3 of the fair value hierarchy are reported as transfers in and out of the Level 3 category as of the beginning of the
period in which the reclassifications occur.
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3. Fair Value Measurements (continued)

The Company’s fair value hierarchy for those financial instruments measured at fair value on a recurring basis as of
December 31, 2023 and 2022 is summarized as follows:

Level 1 Level 2 Level 3 Total
December 31, 2023

Fixed maturity securities, available-for-sale

U.S. government and U.S. government agencies........... $ - $ 3,798,284 $ - $ 3,798,284
States and political subdivisions .........c.cceceeeeerieiieniennene - 9,531,870 - 9,531,870
U.S. government agency mortgage backed securities... - 10,306,464 - 10,306,464
Commercial mortgage-backed securities ...................... - 8,471,538 - 8,471,538
Residential mortgage-backed securities ............cccueee... - 14,314 - 14,314
Corporate DONdS ........cccvevveriieriieieiieeeesie e - 79,341,307 - 79,341,307
Asset-backed SECUTIHIES ........eeeevvveeeeereeeeeeeeeeeee e - 11,492,496 - 11,492,496
Exchange traded securities.........ccoeeveevereesieenieeiesnenenn - 476,000 - 476,000
Foreign bonds..........coocvvvieniienieiieieeeeeeeeee e - 25,212,675 - 25,212,675
Redeemable preferred securities ..........ccccevveveeneeeennee. - 1,056,000 - 1,056,000
Total fixed maturity securities ...........cceevrvereerennen. $ - $149,700,948 $ - $149,700,948
Fixed maturity securities, available-for-sale held in trust
under CoOINSUTanCe agreement.........cvevevereerevereereeeresseneans $ - $ 51,651,259 $ - $ 51,651,259
EQUItY SECUITLICS ....vvieveieeieiieiieeieeiesiieie et
Mutual fUNS ..o $ - 3 50,226 $ - 3 50,226
Corporate common StOCK ..........ccvevveeierieriiecieeieneennn 304,064 - 65,240 369,304
Total equity SECUTTIES ....c.eovevrevireeierireeeeveieeeeveane $ 304,064 $ 50,226 $ 65,240 $§ 419,530
December 31, 2022
Fixed maturity securities, available-for-sale
U.S. government and U.S. government agencies .......... $ - $ 2,054,565 $ - $ 2,054,565
States and political subdiviSions ...........cccceeeververveennnnne. - 4,560,321 - 4,560,321
Commercial mortgage-backed securities ...................... - 8,333,638 - 8,333,638
Residential mortgage-backed securities ............cco........ - 15,250 - 15,250
Corporate DONds .........ccvevvieieeienieiieeee e 78,112,137 78,112,137
Asset-backed SECUTIHIES .........eoevvveeeeerieeeeeeeeeeee e 7,999,429 7,999,429
Exchange traded securities..........cceoereenieneenenienienen. 467,200 467,200
Foreign bonds..........cooiiiieiieiieieeeeseeeee e 23,770,080 23,770,080
Redeemable preferred securities ..........ccccevveveeneeeennee. 1,101,200 1,101,200
Certificate of deposit........ccceevirierienienieiieerieceeee 199,070 199,070
Total fixed maturity securities .............cccceveeveeurnnees $126,612,890 $126,612,890
Fixed maturity securities, available-for-sale held in trust
under COINSUTanCe agreement............cveveveveveeeevereeenereennnas $ - $ 56,209,040 $ - $ 56,209,040
Equity securities
Mutual funds .......ccooevveeiiiiieieceececeeeeeee e $ -3 47910 $ -3 47910
Corporate common StOCK ..........cceeverververiieieeiesieneenn 297,727 - 53,996 351,723
Total equity SECUTILIES .....cveevievreeieiieeieieieieieeie e $ 297,727 § 47910 $ 53,996 $ 399,633
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3. Fair Value Measurements (continued)

As of December 31, 2023 and 2022, Level 3 financial instruments consisted of a private placement common stock that has
no active trading and a joint venture investment with a mortgage loan originator.

This private placement common stock represents an investment in a small insurance holding company. The fair value for
this security was determined through the use of unobservable assumptions about market participants. The Company has
assumed a willing market participant would purchase the security for the same price as the Company paid until such time as
this small insurance holding company commences significant operations. The joint venture investment with a mortgage
loan originator is accounted for under the equity method of accounting.

Fair values for Level 1 and Level 2 assets for the Company’s fixed maturity available-for-sale securities and equity
securities are primarily based on prices supplied by a third party investment service. The third party investment service
provides quoted prices in the market which use observable inputs in developing such rates.

The Company analyzes market valuations received to verify reasonableness and to understand the key assumptions used
and the sources. Since the fixed maturity securities owned by the Company do not trade on a daily basis, the third party
investment service prepares estimates of fair value measurements using relevant market data, benchmark curves, sector
groupings and matrix pricing. As the fair value estimates of the Company’s fixed maturity securities are based on
observable market information rather than market quotes, the estimates of fair value on these fixed maturity securities are
included in Level 2 of the hierarchy. The Company’s Level 2 investments include obligations of U.S. government, U.S.
government agencies, state and political subdivisions, U.S. government agency mortgage backed securities, mortgage-
backed securities, corporate bonds, asset-backed securities, exchange traded securities, foreign bonds, redeemable preferred
stocks and certificate of deposits.

The Company’s equity securities are included in Level 1 and Level 2 and the private placement common stocks and joint
venture investment are included in Level 3. Level 1 for the equity securities classified as such is appropriate since they
trade on a daily basis, are based on quoted market prices in active markets and are based upon unadjusted prices. Level 2
for those equity securities classified as such is appropriate since they are not actively traded.

The Company’s fixed maturity available-for-sale securities and equity securities are highly liquid and allows for a high
percentage of the portfolio to be priced through pricing services.

The change in the fair value of the Company’s Level 3 equity securities available-for-sale for the years ended December 31,
2023 and 2022 is summarized as follows:

December 31,

2023 2022
Beginning balance ............c.ocveeiviieriiieieiiieieesieeete sttt $ 53,996 $ 63,423
JOINt VENTUIE NET INCOIME ...ooeeiiiiiiiieieeeeeeeeeeeee ettt eeeaee e e enanees 130,550 215,470
Joint venture diStribUtioN.........c.coceviiiiieiieccie e (119,306) (216,897)
Net realized INVEStMENTt L0SSES ....ccvveervriereieiiiiierie et eeve e sae e - (8,000)
ENding DAlance ........ccuevveviiiiieiiiieieieieieisteee ettt $ 65,240 3 53,996
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Fair Value of Financial Instruments
The carrying amount and fair value of the Company’s financial assets and financial liabilities disclosed, but not carried, at

fair value as of December 31, 2023 and 2022, and the level within the fair value hierarchy at which such assets and
liabilities are measured on a recurring basis are summarized as follows:

Carrying Fair
Amount Value Level 1 Level 2 Level 3
December 31, 2023
Financial assets
Mortgage loans on real estate
Commercial........cocooeeveeieeieeeeeeeeeeeennn $ 15,572,913 $ 14,803,724 $ -3 - $ 14,803,724
Residential..........ccooeeevieviieirieciiecieee 224,258,534 196,514,414 - - 196,514,414
Policy 10ans.........ccoocvvvverieieieeieeeeeee 3,474,116 3,474,116 - - 3,474,116
Short-term investments..............cccoeeeeuvennn. 298,257 298,257 298,257 - -
Other long-term investments ...................... 61,487,939 68,023,717 - - 68,023,717
Cash and cash equivalents ..............cccenee. 33,839,741 33,839,741 33,839,741 - -
Accrued investment income........................ 6,214,459 6,214,459 - - 6,214,459
Total financial assets..........ccceevevveveeenennnnn $345,145,959 $323,168,428 $34,137,998 $ - $289,030,430
Held in trust under coinsurance agreement
Mortgage loans on real estate
Commercial .......ccocoovveeeveeeeeeeeeeeeeee. $ 27,714,891 $ 27,714,891 $ - 3 - $ 27,714,891
Less unearned interest on mortgage
LOANS. ...cvieeieeeeeeee e 133,010 133,010 - - 133,010
Cash and cash equivalents....................... 711,733 711,733 711,733 - -
Total financial assets held in trust under
coinsurance agreement ....................... $ 28293614 $ 28293614 $§ 711,733 $ - $ 27,581,881
Financial liabilities
Policyholders' account balances.................. $391,247,676 $344,806,580 $ - 3 - $344,806,580
Policy claims.........cccveevieieeieiieiieieeieiens 2,410,243 2,410,243 - - 2,410,243
Total financial liabilities..............cccc....... $393,657,919 $347,216,823 $ - $ - $347,216,823
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3. Fair Value Measurements (continued)

Carrying
Amount Fair Value Level 1 Level 3
December 31, 2022
Financial assets
Mortgage loans on real estate
Commercial.........ccooeveevueeeceeeieecieeeen, $ 18,329,934 § 17,393,284 $ -5 - $ 17,393,284
Residential..........ccooeeeveeerieiiiecieccieeeee 223,984,194 202,476,647 - - 202,476,647
Policy 10ans........ccoecvevieniecieiiicieece e 2,840,887 2,840,887 - - 2,840,887
Short-term investments.............ccceveeeeennennn. 1,860,578 1,860,578 1,860,578 - -
Other long-term investments ...................... 67,500,783 74,155,822 - - 74,155,822
Cash and cash equivalents ............c.coon...... 33,542,725 33,542,725 33,542,725 - -
Accrued investment income........................ 5,580,175 5,580,175 - - 5,580,175
Total financial assets..........cceeeeveeveennens $353,639,276 $337,850,118 $35,403,303 §$ - $302,446,815
Held in trust under coinsurance agreement
Mortgage loans on real estate
Commercial.........ccoeoevveeeieiieecieecieeennens $ 31,076,883 $ 31,076,883 $ -3 - $ 31,076,883
Less unearned interest on mortgage
LOANS.....cviieiieeieeeteece e 48,308 48,308 - - 48,308
Short-term investments...........ccccoeveuvveeeennnn. 982,404 982,404 982,404 - -
Cash and cash equivalents .............ccceeueene 3,813,750 3,813,750 3,813,750 - -
Total financial assets held in trust under
coinsurance agreement ........................ $ 35,824,729 $ 35,824,729 $ 4,796,154 $ - $ 31,028,575
Financial liabilities
Policyholders' account balances.................. $391,359,944 $359,044,740 $ - 3 - $359,044,740
Policy claims.......c.cceevieeeeriecrieieeieeienens 2,541,088 2,541,088 - - 2,541,088
Total financial liabilities..............cc..c....... $393,901,032 $361,585,828 $ - 3 - $361,585,828
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3. Fair Value Measurements (continued)

The estimated fair value amounts have been determined using available market information and appropriate valuation
methodologies. However, considerable judgment was required to interpret market data to develop these estimates.
Accordingly, the estimates are not necessarily indicative of the amounts which could be realized in a current market
exchange. The use of different market assumptions or estimation methodologies may have a material effect on the fair value
amounts.

The following methods and assumptions were used in estimating the fair value disclosures for financial instruments in the
accompanying financial statements and notes thereto:

Fixed Maturity Securities and Equity Securities

The fair value of fixed maturity securities and equity securities are based on the principles previously discussed as Level 1,
Level 2 and Level 3.

Mortgage Loans on Real Estate

The fair values for mortgage loans are estimated using discounted cash flow analyses. For both residential and commercial
mortgage loans, the discount rate used was indexed to the Secured Overnight Financing Rate as of December 31, 2023 and
2022.

Cash and Cash Equivalents, Short-Term Investments, Accrued Investment Income and Policy Loans

The carrying value of these financial instruments approximates their fair values. Cash and cash equivalents and short-term
investments are included in Level 1 of the fair value hierarchy due to their highly liquid nature.

Other Long-Term Investments

Other long-term investments are comprised of lottery prize receivables and fair value is derived by using a discounted cash
flow approach. Projected cash flows are discounted using the average FTSE Pension Liability Index in effect at the end of
each period.

Investment Contracts — Policyholders’ Account Balances

The fair value for liabilities under investment-type insurance contracts (accumulation annuities) is calculated using a
discounted cash flow approach. Cash flows are projected using actuarial assumptions and discounted to the valuation date
using risk-free rates adjusted for credit risk and the nonperformance risk of the liabilities.

The fair values for insurance contracts other than investment-type contracts are not required to be disclosed.

Policy Claims

The carrying amounts reported for these liabilities approximate their fair value.

4. Special Deposits

TLIC and FBLIC are required to hold assets on deposit for the benefit of policyholders and other special deposits in
accordance with statutory rules and regulations. As of December 31, 2023 and 2022, these required deposits had amortized
costs that totaled $4,609,927 and $4,634,898, respectively. As of December 31, 2023 and 2022, these required deposits had
fair values that totaled $4,596,130 and $4,590,193, respectively.
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5. Allowance for Loan Losses from Mortgage Loans on Real Estate

As of December 31, 2023, $890,915 of independent residential mortgage loans on real estate are held in escrow by a third
party for the benefit of the Company. As of December 31, 2023, $850,039 of that escrow amount is available to the
Company as additional collateral on $4,487,715 of advances to the loan originator. The remaining December 31, 2023
escrow amount of $40,876 is available to the Company as additional collateral on its investment of $8,175,212 in mortgage
loans on real estate. In addition, the Company has an additional $1,164,102 allowance for possible loan losses in the
remaining $231,656,235 of investments in mortgage loans on real estate as of December 31, 2023.

As of December 31, 2022, $753,648 of independent residential mortgage loans on real estate are held in escrow by a third
party for the benefit of the Company. As of December 31, 2022, $656,924 of that escrow amount is available to the
Company as additional collateral on $4,743,041 of advances to the loan originator. The remaining December 31, 2022
escrow amount of $96,724 is available to the Company as additional collateral on its investment of $19,344,898 in
mortgage loans on real estate. In addition, the Company has an additional $1,120,448 allowance for possible loan losses in
the remaining $222,969,230 of investments in mortgage loans on real estate as of December 31, 2022.

As of December 31, 2023, the Company’s Chairman, President and Chief Executive Officer has provided approximately
$2,040,000 of loans to this mortgage loan originator and with Board of Directors approval, may provide an additional
amount of $960,000 so not to exceed $3.0 million in the aggregate.

The balances of and changes in the Company’s credit losses related to residential and commercial (includes agricultural,
apartment, industrial, lodging, office building and retail) mortgage loans on real estate as of and for the years ended
December 31, 2023 and 2022 are summarized as follows (excluding $8,175,212 and $19,344,898 of mortgage loans on real
estate as of December 31, 2023 and 2022, respectively, with one loan originator where independent mortgage loan balances
are held in escrow by a third party for the benefit of the Company):

Years Ended December 31,

Residential Mortgage Commercial Mortgage
Loans Loans Total
2023 2022 2023 2022 2023 2022
Allowance, beginning................... $ 1,030,424 $ 675,162 $ 90,024 $ 31,357 $ 1,120,448 $ 706,519
Charge offs ......ccceeveeecriecieeen. - - - - - -
Recoveries ......ccoovereereeienennee. - - - - - -
Provision........coceevveneccncncncnnee 55,495 355,262 (11,841) 58,667 43,654 413,929
Allowance, ending..........cccoceevenene $§ 1085919 $ 1,030424 § 78,183 § 90,024 $ 1,164,102 § 1,120,448
Allowance, ending:
Individually evaluated for
impairment ............c....cco....... $ -3 -3 -8 -5 -5 -
Collectively evaluated for
IMPAIrMent .......cceevveereneenens $§ 1,085919 § 1,030424 $ 78,183 $ 90,024 $§ 1,164,102 § 1,120,448
Carrying Values:
Individually evaluated for
reserve allowance.................. $ -3 -3 -3 -3 -3 -
Collectively evaluated for
reserve allowance.................. $216,097,800 $205,054,480 $15,558,435 $17,914,750 $231,656,235 $222,969,230
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6. Deferred Policy Acquisition Costs

The balances of and changes in deferred acquisition costs as of and for the years ended December 31, 2023 and 2022 are
summarized as follows:

2023 2022
Balance, beginning Of YEar..........ooveviiieeeeeeeee e $ 56,183,785 $ 49,717,323
Capitalization of commissions, sales and iSsue €Xpenses............cceeverveenne. 13,476,834 13,734,859
AMOTTIZATION ..ottt ettt eee e e e et e e eeeeeaeeeeaaeeeaeeeeareeeseeeans (8,863,514) (7,280,457)
Deferred acquisition costs allocated to investments............ccccceceeeereeienene (1,997) 12,060
Balance, end Of YEAT ........cc.oiiuieieeiieiceceeeeeeeeee e $ 60,795,108 $ 56,183,785

7. Federal Income Taxes

FTFC filed 2022 and 2021 consolidated federal income tax returns that included TLIC, FBLIC, FTFC and TMC since all
companies had been members of a consolidated group for over five years.

Certain items included in income reported for financial statement purposes are not included in taxable income for the
current period, resulting in deferred income taxes.

A reconciliation of federal income tax expense computed by applying the federal income tax rate of 21% to income before
federal income tax expense for the years ended December 31, 2023 and 2022, respectively, is summarized as follows:

Years Ended December 31,

2023 2022
EXPECted taX EXPEIISE ...o.vivieiveieitetieeeteeeee ettt ettt ettt ettt s et enns $ 2,113,114 $ 1,673,837
Future policy DENETIS ........cvevuiiiiieiicie ettt s e 116,934 (45,901)
Non taxable INternational LOSSES ........eeiiveuiiiiiiiiee et eaeee e 44,775 35,331
Adjustment Of Prior YEArS' tAXES .....cccveieerrierrieiierieeeeteesteesreereereeeeseeesaeesaeeaeenne e 36,495 (77,434)
Capital GAINS TAXES ..eevvereiereieiieieetieteeteesteesteetesteseesteesseeseesseeseesseesseesseessasssesssesens 28,398 100,366
INEt OPETALING 1OSSES ....uvivieiieiieiieieiierteste et et et e st e sreeteebeesbeesbesteesseeseessesssesseesans - 78,242
Difference in book versus tax basis of available-for-sale securities ..............ceeueenne.. (3,341) (31,897)
Unearned inVeStMent INCOME. ........cuerververieerrieteeteeeeseeenteeteeseesessaessaesseesseesesnsennns (23,446) 110,215
Premium amortiZAtion ...........cceeeeerieerieriieiiesieie et eeeeee st et ereseae e seeseeae e ens (47,081) (65,439)
Reinsurance recoverable (Payable) .........cooieiieriiiiiiieieeeeeee e (158,863) 20,273
L0 714 13 TSP 40,102 (11,644)
Total INCOME tAX EXPEIISE ......veveeeerieiiereeieeeteeeeeteteee ettt esetese et sses s ese s ssesees s eseseaes $ 2,147,087 $ 1,785,949
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7. Federal Income Taxes (continued)
Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. Significant components of the Company’s

deferred tax liabilities and assets as of December 31, 2023 and 2022 are summarized as follows:

December 31,

2023 2022
Deferred tax liabilities:
Deferred policy acqUISITION COSTS.....ccuviruiiriierietiereeteesteeteereeereeeesteesteesaeeaeeneeene e $ 10,880,652 $ 10,001,063
Value of insurance business aCqUIred ..........ceeeeieiererinenieeeieie e 793,244 850,102
(11115 g 11031 1 (RS RRRRR 290,470 512,499
REINSUTANCE TECOVETADIE .......evviieiiiiiiieieee et e 260,169 237,092
DUE PIEIMIUIMIS. ....vevieiieiietiete e eteeteesteesteeebeeetesseesseesseessessaesssesseesseesseessesssansseseessens 104,257 85,369
INVEStMENE TEAL ESTALE ......eeeieveieeeieie et eeee e e e e e e e e eenneees 23,425 23,425
Available-for-sale fixed Maturity SECUIILIES.......eevvievreieeieriieieeieeie e - 16,520
Available-for-sale fixed equity SECUTIIES ........ecveruieriieiireieeieieee e 2,734 917
(0111 1<) USRS 12 60
Total deferred tax HabIilitIes ...........ooouiiiieieiie e 12,354,963 11,727,047
Deferred tax assets:
Policyholders' account balances and future policy benefits...........ccccoeoveveenvinenene. $ 5,027,661 $ 4,408,278
Net unrealized INVESTMENT LOSSES ......vvviiiiiiieiiiiieeeeeeeeeee ettt e e e eeeaeee e 2,562,880 3,806,498
MOTEZAZE LOANS ....vevvieiiiiiiieie ettt ettt ettt et te et e esbeesseetsesaaesaeebeenaeenneens 241,819 232,646
AQENTS' DALANCES ...eovvieevieiiiiieiiiecieeie ettt ettt et e e b b e e saeesaeesaeenneenns 185,954 217,718
CasSh CQUIVAIEILS ......ouieiieiicie ettt et e te b e esbeesseesaessnenseas - 206,305
Net operating 10SS carryfOrward ..........ccccevieviiiiiiieiiereee e e - 157,094
Available-for-sale fixed maturity SECUIILIES.........covverviecierierieriieeeie e 76,016 -
Unearned iNVESMENTE INCOIMNE. ...........eeeeeureeeeereeeeeteeeeerreeeeeeeeeeereeeeessreeeenseeeeenreeeennns 24,186 12,293
Dividend Hability .......cccecieeiieiiiiieeiesieseee e 8,258 8,804
Total deferTed taX @SSELS .....ccvveiieeeeieeeeeeeee et e et et e e et e e e e e e et e e e e e e eeaaeeeenareeeennns 8,126,774 9,049,636
Net deferred tax HADIIITIES .......ccvvivviiie ittt et eneas $ 4,228,189 $ 2,677,411

FTFC, TLIC, FBLIC and TMC have no remaining net operating loss carryforwards as of December 31, 2023. During 2023,
FTFC utilized its remaining $748,067 net operating loss carryforwards existing as of January 1, 2023 to offset 2023 federal
taxable income. During 2022, FTFC utilized $1,822,633 of its net operating loss carryforward existing as of January 1,
2022 to offset 2022 federal taxable income. During 2022, TLIC utilized its remaining $685,110 net operating loss
carryforwards existing as of December 31, 2022.

The Company has no known uncertain tax benefits within its provision for income taxes. In addition, the Company does not
believe it would be subject to any penalties or interest relative to any open tax years and, therefore, has not accrued any
such amounts. The Company files U.S. federal income tax returns and income tax returns in various state jurisdictions. The
2020 through 2023 U.S. federal tax years are subject to income tax examination by tax authorities. The Company classifies
any interest and penalties (if applicable) as income tax expense in the financial statements.
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8. Reinsurance

Statutory reinsurance assumed and ceded amounts for TLIC and FBLIC for 2023 and 2022 are summarized as follows:

2023 2022
Premiums aSSUINIEA ........ooiiieeiiiieeee ettt ettt s e e et s eaeeas $ 9,272,154 $ 6,338,775
Commissions and expense allowances assumed ...........ccocceeveeeienieneecieneenen. 3,652,842 2,903,368
Benefits aSSUME.......coiiiiiiiiiiiiiiceeeceeeee e e 229,729 81,512
Reserve credits aSSUMEd.........coovuviiiiiiiiiiiiiie ettt e 14,087,640 8,924,307
In force amount aSSUMEd...........ocuviiiiiiiiiiiie et 249,019,338 229,765,011
Premiums CEAEM ......ooiiuiiiiiiiiiieeeee ettt 532,288 1,054,085
Commissions and expense allowances ceded...........coceevvveviieienieniecieeienienenn 11,180 21,715
Benefits CeACd ......uviiiiniiiieeee e s 5,070,456 5,009,861
Reserve credits Ceded ..o 92,309,889 109,521,784
In force amount CEAEd ..........uuvviiiiiiiiiiiiiiieceeceeeee e 64,278,984 63,424,357

TLIC participates in ceded and assumed reinsurance in order to provide risk diversification, additional capacity for future
growth and limit the maximum net loss potential arising from large risks. TLIC reinsures all amounts of risk on any one life
in excess of $100,000 for individual life insurance with Investors Heritage Life Insurance Company, Optimum Re
Insurance Company (“Optimum Re”), RGA Reinsurance Company and Wilton Reassurance Company (“Wilton Re”).

TLIC is a party to an Automatic Retrocession Pool Agreement (the “Reinsurance Pool””) with Optimum Re, Catholic Order
of Foresters, American Home Life Insurance Company and Woodmen of the World. The agreement provides for automatic
retrocession of coverage in excess of Optimum Re’s retention on business ceded to Optimum Re by the other parties to the
Reinsurance Pool. TLIC’s maximum exposure on any one insured under the Reinsurance Pool is $100,000. As of January
1, 2008, the Reinsurance Pool stopped accepting new cessions.

Effective September 29, 2005, FLAC and Wilton Re executed a binding letter of intent whereby both parties agreed that
FLAC would cede the simplified issue version of its Golden Eagle Whole Life (Final Expense) product to Wilton Re on a
50/50 quota share original term coinsurance basis. The letter of intent was executed on a retroactive basis to cover all
applicable business issued by FLAC subsequent to January 1, 2005. Wilton Re agreed to provide various commission and
expense allowances to FLAC in exchange for FLAC ceding 50% of the applicable premiums to Wilton Re as they were
collected. As of June 24, 2006, Wilton Re terminated the reinsurance agreement for new business issued after the
termination date.

FBLIC also participates in reinsurance in order to provide risk diversification, additional capacity for future growth and
limit the maximum net loss potential arising from large risks. FBLIC reinsures initial amounts of risk on any one life in
excess of $100,000 for individual life insurance with Optimum Re. TLIC and FBLIC also reinsure the accidental death
benefit portion of their life policies under a bulk agreement with Optimum Re.

To the extent that the reinsurance companies are unable to meet their obligations under the reinsurance agreements, TLIC
and FBLIC remain primarily liable for the entire amount at risk.

Effective January 1, 2018, TLIC entered into an annuity coinsurance agreement with an offshore annuity and life insurance
company whereby 90% of TLIC’s annuity considerations originated after December 31, 2017 were ceded to the assuming
company. The assuming company contractually reimburses TLIC for the related commissions, withdrawals, settlements,
interest credited, submission costs, maintenance costs, marketing costs, excise taxes and other costs plus a placement fee.
Effective April 1, 2020, the Company and an offshore annuity and life insurance company mutually agreed that the Quota
Share under its existing reinsurance agreement shall be 0% for future business instead of the original contractual amount of
90%.
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8. Reinsurance (continued)

In accordance with this annuity coinsurance agreement, TLIC holds assets and recognizes a funds withheld liability for the
benefit of the assuming company in an amount at least equal to the annuity reserves in accordance with U.S. statutory
accounting principles generated by this ceded business. In addition, the assuming company maintains a trust related to this
ceded business amounting to at least an additional 4% of assets above the annuity reserve required under U.S. statutory
accounting principles. This coinsurance agreement may be terminated for new business by either party at any time upon 30
days prior written notice to the other party.

In 2019, TLIC entered into a life insurance coinsurance agreement with TAI, effective October 1, 2018, whereby 100% of
TAI’s life insurance policies and annuity contracts issued after September 30, 2018 were ceded to TLIC. TLIC
contractually reimburses TAI for the related commissions, submission costs, maintenance costs, marketing costs and other
costs related to the production of life insurance policies and annuity contracts. These transactions are eliminated in
consolidation.

In 2022, FBLIC entered into group life insurance coinsurance agreement with Texas Republic Life Insurance Company
(“TRLIC”), whereby generally 50% of TRLIC group life insurance policies and premiums were ceded to FBLIC. FBLIC
contractually reimburses TRLIC for generally 50% of the related commissions, submission costs, maintenance costs,
marketing costs and other costs related to the production of group life insurance policies.

With the acquisition of RCLIC in 2022, FBLIC reinsures individual life insurance and annuity contracts with Security
National Life Insurance Company ("SNLIC”). In addition, an agreement was established with SNLIC in which all funds
associated with the reinsurance agreement are held in a trust by SNLIC. There are no cash transfers between FBLIC and
SNLIC associated with this agreement. Under the trust agreement, FBLIC would have access to the funds to satisfy policy
obligations in the event SNLIC’s inability to meet policy obligations.

9. Leases

The Company leases 7,302 square feet of office space in Tulsa, Oklahoma. The lease began on October 1, 2015 and ended
on September 30, 2020. The Company signed an amended lease agreement effective August 1, 2020 and ending on
September 30, 2027. The amended lease agreement provides for the expansion of the existing premises from 6,769 square
feet to 7,302 square feet. The Company incurred rent expense (including charges for the lessor’s building operating
expenses above those specified in the lease agreement less monthly amortization of the leasehold improvement allowance
received from the lessor) of $111,755 and $105,494 for the years ended December 31, 2023 and 2022, respectively.

In accordance with the current lease, the Company was provided an allowance of $54,152 for leasehold improvements. For
the amended lease, the Company was provided allowance of $77,000 for leasehold improvements. The leasehold
improvement allowance is amortized over the non-cancellable lease term and reduced rent expense by $11,000 for the years
ended December 31, 2023 and 2022. The future minimum lease payments to be paid under the non-cancellable lease
agreement are $120,720, $123,130, $125,576 and $95,620 for the years 2024, 2025, 2026 and 2027, respectively.
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10. Shareholders’ Equity and Statutory Accounting Practices

FBLIC and TLIC are domiciled in Oklahoma and prepares their statutory financial statements in accordance with statutory
accounting practices prescribed or permitted by the OID. Prescribed statutory accounting practices include publications of
the National Association of Insurance Commissioners, state laws, regulations, and general administrative rules. Permitted
statutory accounting practices encompass all accounting practices not so prescribed. Statutory accounting practices
primarily differ from U.S. GAAP by charging policy acquisition costs to expense as incurred, establishing future policy
benefit liabilities using different actuarial assumptions and valuing investments, deferred taxes, and certain assets on a
different basis.

The statutory net income (loss) for TLIC amounted to ($249,030) and $2,765,732 for the years ended December 31, 2023
and 2022, respectively. The statutory capital and surplus of TLIC was $17,980,111 and $15,593,424 as of December 31,
2023 and 2022, respectively. The statutory net income for FBLIC amounted to $1,027,432 and $679,295 for the years
ended December 31, 2023 and 2022, respectively. The statutory capital and surplus of FBLIC was $13,735,110 and
$12,377,689 as of December 31, 2023 and 2022, respectively.

TLIC and FBLIC are subject to Oklahoma laws that limit the amount of dividends insurance companies can pay to
stockholders without approval of the Oklahoma Department of Insurance. The maximum dividend, which may be paid in
any twelve-month period without notification or approval, is limited to the greater of 10% of statutory surplus as of
December 31 of the preceding year or the net gain from operations of the preceding calendar year. Cash dividends may only
be paid out of surplus derived from realized net profits. Based on these limitations, there is no capacity for TLIC to pay a
dividend due to a negative unassigned surplus of $2,247,082 as of December 31, 2023. In addition, based on those
limitations, there is the capacity for FBLIC to pay a dividend up to $1,373,511 in 2024 without prior approval. In 2022,
FBLIC paid a $3,200,000 dividend to TLIC, of which $1,495,631 was considered ordinary and $1,704,369 was considered
extraordinary. Dividends paid by FBLIC to TLIC are eliminated in consolidation. TLIC has paid no dividends to FTFC. In
2022, TLIC returned $2,200,000 in capital to FTFC. This return of capital by TLIC to FTFC is eliminated in consolidation.
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11. Segment Data

The Company has a life insurance segment, consisting of the life insurance operations of TLIC, FBLIC and TAI, an annuity
segment, consisting of the annuity operations of TLIC, FBLIC and TAI and a corporate segment. Results for the parent
company and the operations of TMC, after elimination of intercompany amounts, are allocated to the corporate segment.

These segments as of and for the years ended December 31, 2023 and 2022 are summarized as follows:

Year Ended December 31,
2023 2022
Revenues:
Life inSUrance OPerations ............cceevverveerreeruessieseeseesseesseesessesseesseessenssens $ 46,859,649 $ 41,826,391
ANNUILY OPETALIONS ..eevvienvieeiieerieiieetiestieteeseeteseesteesseeseesesseesseesseesseessenns 24,531,347 21,351,816
COrpOrate OPEIALIONS .....eeuvieeverrierieeieereerestesteesseesseeseeseesseesseesseessesssenseens 4,365,476 2,380,892
TOAL ...ttt s re e $ 75,756,472 $ 65,559,099
Income before income taxes:
Life inSUrance Operations ..............ccoeueeveeueeueereeeeeeeeeeseeereereereereeveeveeseennas $ 3,463,203 $ 3,139,886
ANNUILY OPETALIONS ..eevvieuvieeiieeiieiieetiestieteereeteseesteesseesseesesssesseesseesseesenns 3,453,174 3,028,852
COrpOrate OPEIALIONS .....eevieereeererererrrerieesieesteeseereseesseesseesseessesssesssesseesses 3,146,071 1,801,914
TOAL ..ot ettt s reeeare e $ 10,062,448 $ 7,970,652
Amortization expense:
Life inSUrance Operations ..............ccoeeeveeueeueereeeeeeeeeeseeereereereereeseeveeseennas $ 7,705,997 $ 6,417,370
ANNUILY OPETALIONS ...veevvieeieeriieerieenieerreesteesteessreessreesseeessseessseesseeesseennes 1,428,269 1,133,481
TOTAL ..ottt $ 9,134,266 $ 7,550,851
December 31,
2023 2022
Assets:
Life inSUrance OPerations ............c.ecvverreerreerueereeieeseesreesseeseessesseesseesseesens $ 164,653,497 $ 149,949,283
ANNUILY OPETALIONS ...veevvieeieeriieerieenieesteesaeesteesseeessreesseeessseessseesssesseesnes 495,979,724 505,990,810
COrpOTate OPETATIONS ....veeuvieeerietieieeie et siee st et ettt e eaeesaee b et eneesseeseeens 11,388,314 9,923,944
TOTAL ...t et eae e $ 672,021,535 $ 665,864,037

12. Concentrations of Credit Risk

Credit risk is limited by diversifying the Company’s investments. The Company maintains cash and cash equivalents at
multiple institutions. The Federal Deposit Insurance Corporation insures accounts up to $250,000. Uninsured balances
aggregate $26,017,084 as of December 31, 2023. Other funds are invested in mutual funds that invest in U.S. government
securities. The Company monitors the solvency of all financial institutions in which it has funds to minimize the exposure
for loss. The Company has not experienced any losses in such accounts.

The Company’s lottery prize receivables due from various states and the geographical distribution of the Company’s
mortgage loans by state are summarized in Note 2.
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13. Contingent Liabilities

From time to time, we are a party to various legal proceedings in the ordinary course of business. While management is
unable to predict the ultimate outcome of these actions, it believes that any ultimate liability arising from them will not
have a material effect on the Company’s financial position, results of operations or cash flow. We are not currently a party
to any bankruptcy, receivership, reorganization, adjustment or similar proceeding, and we are not aware of any material
threatened litigation. As summarized below, the Company is currently involved in three pending lawsuits.

A lawsuit filed by the Company and its Chairman and Chief Executive Officer, Gregg E. Zahn (“Mr. Zahn”) styled First
Trinity Financial Corporation and Gregg E. Zahn vs. C. Wayne Pettigrew and Group & Pension Planners was originally
filed in 2013 in the District Court of Tulsa County, Oklahoma against former Company Board of Director, C. Wayne
Pettigrew (“Mr. Pettigrew”). The Company and Mr. Zahn alleged that Mr. Pettigrew defamed Mr. Zahn and the Company
and that Mr. Pettigrew breached his fiduciary duties to the Company by making untrue statements about the Company and
Mr. Zahn to the press, state regulators and to certain shareholders.

In February 2017, the lawsuit resulted in a jury verdict in favor of the Company and Mr. Zahn, with the jury awarding
damages of $800,000 to the Company and $3,500,000 to Mr. Zahn. In February 2020, the Oklahoma Court of Civil
Appeals, upon an appeal by Mr. Pettigrew, reversed the judgment and remanded the case for a new trial. A Petition for
Certiorari review with the Oklahoma Supreme Court by the Company and Mr. Zahn was declined in December, 2020. The
case is now scheduled to be retried in the District Court. The Company is vigorously prosecuting this case. The Company
faces no exposure in connection with this action since there were no counterclaims or cross claims made against the
Company. Management believes that this lawsuit is not material in relation to the Company’s financial position or results of
operations.

The Company, through its life insurance subsidiary, TLIC, commenced two lawsuits as plaintiff, both in the New York
Supreme Court, New York County, one on June 29, 2020 and another on March 4, 2022, for breach of contract against a
company for failure to advance funding to lottery ticket winners to the detriment of TLIC and against various of that
company’s associated persons for unjust enrichment and fraud perpetuated on TLIC. The cases are entitled “Trinity Life
Insurance Company v. Advance Funding LLC, Dan Cevallos, and Monica L. Ray, Index No. 652780/2020” (New York
Supreme Court, New York County) and “Trinity Life Insurance Company v. Advance Funding LLC, Dan Cevallos, Julie
Casal, and Monica L. Ray, Index No. 651023/2022” (New York Supreme Court, New York County). The Company is
vigorously prosecuting this case against the defendants. The Company faces no exposure in connection with either action
since no counterclaims or cross claims have been made against the Company. Management believes that this lawsuit is not
material in relation to the Company’s financial position or results of operations.

The third lawsuit, filed on November 7, 2018, involves an insurance holding company and its insurance subsidiaries as
plaintiffs in the District Court of Travis County, Texas, entitled Citizens, Inc., CICA Life Ltd., and CICA Life Insurance
Company of America, v. Randall H. Riley, Citizens American Life, LLC, Citizens American Life, Inc., Alexis Delgado,
Carlos Landa, Enrique Ruiz, Johan Silva, Esperanza Delgado, Michael Buchweitz, Jonathan Pollio, Steven Rekedal, First
Trinity Financial Corporation, Trinity American, Inc., and International Marketing Group S.A. LLC, defendants. The
plaintiffs claimed common law unfair competition, misappropriation of trade secrets under the Texas Uniform Trade
Secrets Act and various breaches of and interference with contracts. Several of the individual defendants counterclaimed
seeking damages for breach of contract based on commissions they were denied due to wrongful termination of their sales
agreement by the plaintiffs. Trial of the case occurred from February 26, 2024 through March 8, 2024 and the defendants
offered a vigorous defense. In its verdict, delivered on March 8, 2024, the jury confirmed the Company’s position that the
plaintiffs’ claims were without merit, found no liability on any cause of action against the Company and awarded no
damages against any defendant. In addition, the jury found the plaintiffs owed over $1.2 million to two individual
defendants for wrongfully withheld sales commissions.

Guaranty fund assessments, brought about by the insolvency of life and health insurers, are levied at the discretion of the

various state guaranty fund associations to cover association obligations. In most states, guaranty fund assessments may be
taken as a credit against premium taxes, typically over a five-year period.
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14. Other Comprehensive Income (Loss) and Accumulated Other Comprehensive Income (Loss)

The changes in the components of the Company’s accumulated other comprehensive income (loss) for the years ended
December 31, 2023 and 2022 are summarized as follows:

Unrealized
Appreciation
(Depreciation) on Adjustment to Accumulated
Available-For- Deferred Other
Sale Acquisition Comprehensive
Securities Costs Income (Loss)

Year Ended December 31, 2023

Balance as of January 1, 2023 ........ccccoovevivreiirireecreeeeeereee. $ (14,323,715) $ 4,036 $ (14,319,679)
Cumulative effect adjustment as of January 1, 2023
Accumulated credit loss January 1, 2023..........cccoevenenne 230,036 - 230,036
Other comprehensive income before reclassifications, net
OF LXK 1eititeiie ettt et et e ere e 4,408,820 (1,578) 4,407,242

Less amounts reclassified from accumulated other
comprehensive income (loss) having no credit losses,

NEL OF LAX...uviieieeceie ettt e et eaee s (41,093) - (41,093)
Other comprehensive iNCOMe........ooeeveereereeneeneenieeeenne 4,449,913 (1,578) 4,448,335
Balance as of December 31, 2023 .......coooovevvieieiieieeceeeeeenee. $ (9,643,766) $ 2,458 $ (9,641,308)

Year Ended December 31, 2022

Balance as of January 1, 2022 .........cccccvvivieinenieiiieieeerenene $ 13,209,319 $ (5,492) $ 13,203,827
Other comprehensive loss before reclassifications, net of
BAX ettt ettt (26,852,226) 9,528 (26,842,698)

Less amounts reclassified from accumulated other
comprehensive income (loss) having no credit losses,

NEE OF TAXooviivieieceeeeteeeteeete et ettt et eaeeere v e 680,808 - 680,808
Other comprehensive 1SS ........coceeeeieieienieiieneece e, (27,533,034) 9,528 (27,523,506)
Balance as of December 31, 2022 .....cccoevvviieiviiieiieieeeeen $ (14,323,715) $ 4,036 $ (14,319,679)
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14. Other Comprehensive Income (Loss) and Accumulated Other Comprehensive Income (Loss) (continued)

The pretax components of the Company’s other comprehensive income (loss) and the related income tax expense (benefit)
for each component for the years ended December 31, 2023 and 2022 are summarized as follows:

Income Tax
Expense
Pretax (Benefit) Net of Tax
Year Ended December 31, 2023

Other comprehensive income:
Change in net unrealized gains on available-for-sale
securities:
Unrealized holding gains arising during the period ...... $ 5,580,785 ' $ 1,171,965 $ 4,408,820
Reclassification adjustment for net losses included in

0] 0153 10 o BRSSP (52,016) (10,923) (41,093)

Net unrealized gains on investments ......................... 5,632,801 1,182,888 4449913
Adjustment to deferred acquisition costs ...................... (1,997) (419) (1,578)

Total other comprehensive income...............c.cueee.... $ 5,630,804 $ 1,182,469 $ 4,448,335

Year Ended December 31, 2022

Other comprehensive loss:
Change in net unrealized losses on available-for-sale
securities:
Unrealized holding losses arising during the period ..... $  (33,990,160) $ (7,137,934) $  (26,852,226)
Reclassification adjustment for net gains included in

OPCTALION ...e.ieeieeeeieiete ettt eeneas 861,782 180,974 680,808

Net unrealized losses on investments......................... (34,851,942) (7,318,908) (27,533,034)
Adjustment to deferred acquisition costs ...................... 12,060 2,532 9,528

Total other comprehensive 10SS ..........ccccveveveeieverennnnns $  (34,839,882) $ (7,316,376) $§  (27,523,506)

Realized gains and losses on the sales of investments are determined based upon the specific identification method and
include provisions for other-than-temporary impairments where appropriate.

The pretax and the related income tax components of the amounts reclassified from the Company’s accumulated other
comprehensive income (loss) to the Company’s consolidated statements of operations for the years ended December 31,
2023 and 2022 are summarized as follows:

Years Ended December 31,

Reclassification Adjustments 2023 2022
Realized gains (losses) on sales of SECUrities (&) ........cvevveeeerreerieereseeseenneennn. $ (52,016) $ 861,782
Income tax expense (benefit) (bD).......ccceeeeeriieeiiieiiieeie et esee e (10,923) 180,974
Total reclassification adjuStments ..........c.ccceevveevieeeiiieieeneere e $ (41,093) § 680,808

(a) These items appear within net realized investment gains in the consolidated statements of operations.
(b) These items appear within federal income taxes in the consolidated statements of operations.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer (“Certifying Officers”),
has evaluated the effectiveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) of the
Securities Exchange Act of 1934 as amended (“Exchange Act”) as of the end of the fiscal period covered by this Annual
Report on Form 10-K (“Annual Report”). Based upon such evaluation, the Certifying Officers have concluded that the
Company’s disclosure controls and procedures were effective to ensure that information required to be disclosed by us in
the reports we file or submit under the Exchange Act is made known to management, including our Certifying Officers, as
appropriate, to allow timely decisions regarding disclosure and that such information is recorded, processed, summarized
and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms.

In designing and evaluating our disclosure controls and procedures, our management recognizes that any controls and
procedures, no matter how well designed and operating, can provide only reasonable assurance of achieving the desired
control objectives, and our management necessarily is required to apply its judgment in evaluating the cost-benefit
relationship of possible controls and procedures.

Management’s Report on Internal Control over Financial Reporting

The Company’s management is responsible for establishing and maintaining adequate internal control over financial
reporting. As of the end of the period covered by this Annual Report, the Company carried out an evaluation, under the
supervision and with the participation of the Company’s management, including the Certifying Officers, of the
effectiveness of the design and operation of the Company’s internal controls over financial reporting as defined in
Rule 13a-15(e) and 15d-15(e) of the Exchange Act. The standard measures adopted by management in making its
evaluation are the measures in the Internal-Control Integrated Framework (2013) published by the Committee of
Sponsoring Organizations of the Treadway Commission. Based upon such evaluation, management has determined that
internal control over financial reporting was effective as of December 31, 2023.

This Annual Report does not include an attestation report of the Company’s registered public accounting firm regarding
internal control over financial reporting. Management’s report was not subject to the attestation by the Company’s
registered public accounting firm pursuant to rules of the Securities and Exchange Commission that permit the Company to
provide only management’s report in this Annual Report.

Limitations on the Effectiveness of Controls

The Company’s management, including the Certifying Officers, does not expect that the disclosure controls and internal
controls will prevent all errors and all fraud. A control system, no matter how well conceived and operated, can provide
only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the design of a control
system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to
their costs.

Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all
control issues and instances of fraud, if any, within the Company have been detected. These inherent limitations include the
realities that judgments in decision-making can be faulty, and that breakdowns can occur because of a simple error or
mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more
people, or by management or board override of the control.
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The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events,
and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions;
over time, controls may become inadequate because of changes in conditions, or the degree of compliance with the policies
or procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to
error or fraud may occur and not be detected.

Changes to Internal Control over Financial Reporting

There were no changes in the Company’s internal control over financial reporting during the fiscal year ended
December 31, 2023 that have materially affected, or are reasonably likely to materially affect, the Company’s internal
control over financial reporting.

Item 9B. Other Information

None

Part II1

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this Item is incorporated by reference from the Company’s proxy statement for the 2024
annual meeting of shareholders to be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934.

Item 11. Executive Compensation

The information required by this Item is incorporated by reference from the Company’s proxy statement for the 2024
annual meeting of shareholders to be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this Item is incorporated by reference from the Company’s proxy statement for the 2024
annual meeting of shareholders to be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934 not later
than 120 days subsequent to December 31, 2023.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this Item is incorporated by reference from the Company’s proxy statement for the 2024
annual meeting of shareholders to be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934 not later
than 120 days subsequent to December 31, 2023.

Item 14. Principal Accounting Fees and Services

The information required by this Item is incorporated by reference from the Company’s proxy statement for the 2024

annual meeting of shareholders to be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934 not later
than 120 days subsequent to December 31, 2023.
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