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PRINCIPAL EXECUTIVE OFFICE
3700 South Stonebridge Drive
McKinney, Texas 75070
(972) 569-4000

ANNUAL MEETING 
OF SHAREHOLDERS

10:00 a.m. CDT, Thursday, April 25, 2019 
Corporate Headquarters
3700 South Stonebridge Drive
McKinney, Texas 75070

The proceedings will be webcast live and in 
replay on the Investors page of the Torchmark 
Corporation website. The Company’s Annual 
Meeting will be conducted in accordance with 
its Shareholder Rights Policy. A copy of this policy 
can be obtained on the Company’s website, or 
by contacting the Corporate Secretary at the 
Torchmark Corporation headquarters address.

INVESTOR RELATIONS 
Contact: Mike Majors
Phone: (972) 569-3239
Fax: (972) 569-3282
Email: tmkir@torchmarkcorp.com

INDEPENDENT REGISTERED PUBLIC 
ACCOUNTANTS

Deloitte & Touche LLP
2200 Ross Avenue
Suite 1600
Dallas, Texas 75201

STOCK EXCHANGE LISTINGS
New York Stock Exchange 
Symbol:  TMK

INDENTURE TRUSTEE FOR   
7.875%, 4.550% AND 3.800% SENIOR 
NOTES AND 6.125% AND 5.275% 
JUNIOR SUBORDINATED DEBENTURES 

Regions Bank
Corporate Trust Services
3773 Richmond Ave., Suite 1100
Houston, TX  77046-3703
PHONE: (713) 244-8042
Website: www.regions.com/commercial_
banking/corp_trust.rf
The 6.125% debentures trade through Depository 
Trust Company under global certificates listed 
on the New York Stock Exchange (NYSE Symbol 
TMKPRC). The 5.275% debentures trade 
through Depository Trust Company under 
global certificates listed on the Singapore  
Stock Exchange.

STOCK TRANSFER AGENT AND 
SHAREHOLDER ASSISTANCE

EQ Shareowner Services
P.O. Box 64854
St. Paul, MN  55164-0854
or
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN  55120-4100
Toll-Free Number: (866) 557-8699
TDD: Hearing impaired can use a relay service
Outside the U.S.: (651) 450-4064
Website: www.shareowneronline.com

DIVIDEND REINVESTMENT
Torchmark maintains a dividend reinvestment 
plan for all holders of its common stock. Under 
the plan, shareholders may reinvest all or part of 
their dividends in additional shares of common 
stock and may also make periodic additional cash 
payments of up to $3,000 toward the purchase of 
Torchmark stock. Participation is voluntary. More 
information on the plan may be obtained from 
the Stock Transfer Agent by calling toll-free (866) 
557-8699 or by writing:  Torchmark Corporation, 
c/o EQ Shareowner Services, P.O. Box 64874, St. 
Paul, MN  55164-0874 or 1110 Centre Pointe 
Curve, Suite 101, Mendota Heights, MN 55120-
4100.

AUTOMATIC DEPOSIT  
OF DIVIDENDS

Automatic deposit of dividends is available to 
shareholders who wish to have their dividends 
directly deposited into the financial institution 
of their choice. Authorization forms may be 
obtained from the Stock Transfer Agent by calling 
toll-free (866) 557-8699.

TORCHMARK CORPORATION WEBSITE
On the www.torchmarkcorp.com home page 
are links to the web pages of:
Company
Brands
Careers
Community
 Investors
Contact
The Investors page contains a menu with 
links to many topics of interest to investors 
and other interested third parties:
Annual Reports, 10-K and Proxy Statements
Calendar
News Releases
SEC Filings
XBRL
Financial Reports and Other 

Financial Information
Environmental, Social, and 
Governance Report
Investor Contact Information
Calls and Meetings
• Management Presentations
• Conference Calls on the Web
• Conference Call Replays and Transcripts
• Annual Meeting of Shareholders
Stock Information
• Stock Transfer Agent and Shareholder 

Assistance
• Dividend Reinvestment
• Automatic Deposit of Dividends
Corporate Governance
• Shareholders’ Rights Policy

• Code of Business Conduct and Ethics
• Corporate By-laws
• Code of Ethics for CEO and Senior 

Financial Officers
• Corporate Governance Guidelines
• Related Party Transaction Policy
• Employee Complaint Procedures
Board of Directors
• Members of the Board
• Committees

 - Audit Committee
 - Compensation Committee
 - Governance and Nominating Committee

• Executive Sessions
• Director Qualification Standards
• Director Independence Criteria
• Director Resignation Policy
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1 The following financial measures utilized by management and contained in the following Letter to 
Shareholders are considered non-GAAP: net operating income; net operating income as a return on 
average equity, excluding net unrealized gains on fixed maturities; book value (shareholders’ equity) 
per share, excluding net unrealized gains or losses on fixed maturities; underwriting income or margin 
(consolidated). Torchmark includes non-GAAP measures to enhance investors’ understanding of 
management’s view of the business. The non-GAAP measures are not a substitute for GAAP, but rather a 
supplement to increase transparency by providing broader perspective. Torchmark’s definitions of non-
GAAP measures may differ from other companies’ definitions. Reconciliations to GAAP financial data are 
presented on pages 14-15.

2 As a result of the tax reform legislation enacted in 2017, the Company made an $874 million adjustment 
to net income to estimate the impact related to the change in the tax rate from 35% to 21%. The 2017 
adjustment was treated as a non-operating event and thus excluded from net operating income.

2018 IN FOCUS
$ in thousands

$3,421,906 
Total Premium

$706,974 
Net Operating  

Income

$2,464,728 
Annualized Life  

Premium In Force

$1,073,698 
Annualized Health  
Premium In Force

FINANCIAL HIGHLIGHTS
$ in thousands, except per share amounts

2018 2017 % CHANGE

OPERATIONS

Total Premium  $3,421,906  $3,282,935 4.2  

Net Operating Income 1, 2  706,974 573,681 23.2 

Net Income 2  701,466 1,454,494

Annualized Life Premium In Force  2,464,728 2,373,099 3.9  

Annualized Health Premium In Force  1,073,698 1,018,020 5.5  

Diluted Average Shares Outstanding  115,249 118,983 3.1 

Net Operating Income as a Return on 
Average Equity (excluding net unrealized 
gains on fixed maturities1) 

14.6% 14.3%

PER COMMON SHARE  
(ON A DILUTED BASIS)

Net Operating Income 1, 2 $6.13 $4.82 27.2  

Net Income2  6.09 12.22

Shareholders’ Equity (excluding net 
unrealized gains on fixed maturities 1, 2) 44.32 39.77 11.4  
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2018 proved to be another successful year for Torchmark. Premiums grew over 4% and net operating income as a return on equity, excluding net 
unrealized gains on fixed maturities, was 14.6%. Net operating income per share grew 27% from a year ago. Excluding the impact of tax reform, we 
estimate the net operating income per share growth would have been approximately 8%.
We often hear people say that the life insurance industry is a mature industry that has little or no growth potential. However, we believe Torchmark 
operates in a market that provides tremendous opportunity. Precise execution of our business model, a model which is quite different than that of 
most of our peers, has produced solid earnings growth year after year regardless of general economic conditions. The fundamental features of this 
model are discussed below.

“ Torchmark operates in a market that 
provides tremendous opportunity. 
Precise execution of our business 
model, a model which is quite 
different than that of most of our 
peers, has produced solid earnings 
growth year after year regardless of 
general economic conditions.”

MARKET 
Our target customers are working class 
middle-income families. Most of our sales 
are to persons who are either uninsured or 
underinsured. This is a vastly underserved 
market in which there is a great need for 
the products we sell. Also due to limited 
competition, we don't have to compete for 
market share with other companies. 

PRODUCTS
We have been selling essentially the same 
products for over fifty years. We focus on 
basic protection life and supplemental  
health insurance products designed to 
meet the primary insurance needs of our 
marketplace. These products are simple for 
agents and customers to understand and 
are not impacted by interest rate or equity  
market fluctuations.

EXCLUSIVE DISTRIBUTION
We distribute our insurance products 
primarily through exclusive agency and direct-
to-consumer marketing channels. Utilization 
of these channels enhances our ability to 
effectively manage costs and produce stable 
underwriting margins.

MARGINS
Most of Torchmark’s net operating income 
comes from underwriting income rather 
than investment income due to the strong 
underwriting margins in our business and 
our ability to control costs. Torchmark is 
well known for its administrative efficiency 
which, along with the extensive data and 
experience we have accumulated over the 
last fifty years marketing basic protection 
products to the middle-income market, 
helps us control costs very effectively.

CASH FLOWS
Torchmark consistently generates significant 
excess cash flows from its operations. The key  
to the consistency is our highly persistent block 
of in force business. Approximately 90% of our 
premium revenue comes from policies sold in 
prior years, and the stability of our in force block has  
never been impacted significantly by macro-
economic conditions.

RETURN OF EXCESS CAPITAL TO 
SHAREHOLDERS
We remain committed to building our in force 
business and then returning excess capital 
to shareholders. Torchmark has returned 
approximately 71% of its net income to 
shareholders through share repurchases and 
dividends since 1986, due to the consistent 
generation of excess cash flow. 

* Throughout this letter net operating income represents net operating income from continuing operations.

       LETTER TO SHAREHOLDERS*
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While we strongly believe in our business model, we understand 
the need to continually seek to enhance our operations. Continued 
investments in technology will help ensure that we maximize our 
ability to adapt to a rapidly changing environment. The goals of these 
investments are to:  

• Improve the agent experience and ease of doing business
• Facilitate a digital consumer experience
• Replace back office legacy systems with modern, 

commercial solutions
• Expand the use of data analytics
• Protect against cyber threats

We believe these investments will help us maintain a position of 
strength and generate profitable future growth. 

The charts below demonstrate the consistent growth in earnings per 
share and book value per share produced by Torchmark.

201820162014201220102008

$15.79  

$19.87  

$23.49   

$27.91   

$32.13   

$44.321

BOOK VALUE PER SHARE
(Excluding Net Unrealized Gains or Losses on Fixed Maturities)
Compound Annual Growth Rate:
10 Year: 10.9%, 5 Year: 11.4%

BOOK VALUE PER SHARE
Compound Annual Growth Rate:
10 Year: 17.0%, 5 Year: 11.7%

201820162014201220102008

$10.04  

$20.24   

$30.56   

$36.19  
$37.76   

$48.111

201820162014201220102008

$2.14  

$2.70   

$3.60  
$4.09   

$4.49   

$6.091 

NET INCOME PER SHARE
Compound Annual Growth Rate: 
10 Year: 11.0%, 5 Year: 10.0%

201820162014201220102008

$2.27
$2.52 

$3.31

$3.92
$4.49 

$6.131

NET OPERATING INCOME PER SHARE
Compound Annual Growth Rate: 
10 Year: 10.4%, 5 Year: 10.9%

 1  In 2017, tax legislation revised the corporate income tax rate from 35% to 21% effective Jan. 1, 2018. 2018 income tax expense was 
calculated based on the 21% rate as compared with 35% rate in prior years.
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Underwriting income reflects premiums less policy benefits, 
acquisition costs, and administrative expenses. As we indicated 
earlier, Torchmark’s net operating income is generated primarily 
by insurance underwriting margin, rather than investment income. 
Underwriting income accounted for approximately 74% of pre-tax 
operating income in 2018.

Torchmark has consistently generated a substantial return on  
equity (ROE). In 2018, the net operating income as an ROE, excluding 
net unrealized gains on fixed maturities, was 14.6%. On a GAAP basis, 
2018 ROE was 12.3%.

INSURANCE OPERATIONS

COMPONENTS OF NET OPERATING INCOME 
($ in millions, except per share data)

PER SHARE

Underwriting Income  $676 $5.87 

Excess Investment Income  245  2.13 

Tax and Parent Expenses  (189)  (1.65)

Stock Compensation Expense, Net of Tax  (25)  (0.22)

Net Operating Income  $707 $6.13 

COMPONENTS OF UNDERWRITING INCOME 
($ in millions)

AS % OF 
PREMIUM

Underwriting Margin

     Life $653 27.1%

     Health  236 23.2%

     Other  10 

Total  $899 26.3%

Administrative Expenses Net of  
Other Income  (223) 6.5%

Underwriting Income  $676 19.8%

We focus on basic protection life insurance and supplemental health 
insurance products that best meet the needs of our market and provide 
predictable profitability.
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AMERICAN INCOME LIFE
American Income is our largest distribution channel. As can be seen in 
the charts, life sales and agent count have grown at a compound annual 
growth rate of 7.6% and 8.4%, respectively, over the past ten years.

While American Income has had strong agent and sales growth over 
the last fifteen years, there have been many times within that overall 
period when sales have been flat or even declined. This past year was 
one of those periods. 

The lack of sales growth in 2018 was due to a lack of agent growth. There 
are many variables that impact agency growth. Agencies go through 
cycles and it takes tremendous focus and diligence to responsibly grow 
an agency force through those cycles. It is both an art and a science. 
Understanding human behavior is critical in driving agency results. 

We frequently adjust commission and bonus structures to steer activity 
in the direction needed to restart or improve agency growth. The 
adjustments generally place an emphasis on agent recruiting, training, 
or retention. The commission and bonus adjustments may be directed 
at any level in the agency hierarchy, depending on what type of change 
is needed.

As previously mentioned, agency growth was flat at American Income 
in 2018. While recruiting was up 6% for the year, retention of new 
agents was down, due in part to historically low unemployment. The 
abundance of alternative work opportunities resulted in higher than 
normal turnover of new agents. While we haven't increased agent 
compensation, we are confident that the restructuring of commission 

DISTRIBUTION CHANNELS
We go to market through several different channels. Each of these 
channels serves a particular niche.

The chart below shows the distribution of underwriting margin among 
our distribution channels.

2018 TOTAL UNDERWRITING MARGIN

American Income Life

Globe Life Direct Response

General Agency

Liberty National Life

Family Heritage Life

45%

7%

13%

17%

18%

AMERICAN INCOME LIFE - AGENT COUNT 
AT END OF YEAR 
10-Year Compound Annual Growth Rate: 8.4%

201820162014201220102008

 3,085   

 3,912   

 5,176  

 6,434   
 6,870   6,894  

 

and bonus payments that have been made in 2019 will stabilize retention 
rates even if unemployment remains at these low levels. In addition 
to the impact of low employment, retention was negatively impacted 
by the fact that eight new agency offices were opened. Whenever we 
open new offices, growing pains occur as training is impacted when 
talented agent managers leave existing offices to go start new offices. 
This is a great short-term problem to have, as expansion into new offices 
generates sustainable agency growth in the long run. 

For as long as we can remember, investors have been asking us if 
American Income can grow in the face of short term challenges or overall 
declines in union membership. The answer to that question has always 
been a resounding yes.

While labor union relationships are still an important asset to this 
Company, only about 20% of American Income’s new sales come from 
union leads. The Company has diversified over the years by focusing 
heavily on other affinity groups, third party internet vendor leads, and 
referrals to help ensure sustainable growth. 

AMERICAN INCOME LIFE - LIFE SALES
($ in millions)
10-Year Compound Annual Growth Rate: 7.6%

201820162014201220102008

$108 

$138 

$159 
$172 

$210 
$224
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FAMILY HERITAGE LIFE
Torchmark acquired Family Heritage in 2012. Since 2013, health sales 
and agent count have grown 6.4% and 9.6%, respectively, driven by 
strong recruiting and agent count growth. We expect strong growth as 
Family Heritage continues to improve recruiting and development of 
agency middle management.

Family Heritage’s exclusive agency primarily markets limited-benefit 
health products in rural areas and smaller cities. Most of these 
products include a return of premium feature that generates better 
persistency, margins and investment income than typical health 
insurance products.

LIBERTY NATIONAL LIFE
Liberty National markets both individual and worksite products. Over 
the years, Liberty National has been transformed from a fixed-cost 
home service model to a variable-cost model. With this transformation, 
we believe Liberty National is positioned for long-term success. Life 
premiums have grown now for two years in a row, after many years of 
flat to declining premiums. 

As can be seen below, total sales and agent counts have grown at a 
compound annual growth rate of 9.5% and 8.6%, respectively, over the 
past five years. This growth is being driven through the efforts of the 
agency owners who develop people to recruit, train, and retain new 
agents and eventually open their own offices in new territories. We are 
encouraged by the continuing turnaround at Liberty National and are 
enthusiastic about Liberty National’s long-term growth prospects.

LIBERTY NATIONAL LIFE - TOTAL SALES
($ in millions)
5-Year Compound Annual Growth Rate: 9.5%

201820172016201520142013

$45 

$52 
$54 

$60 

$67 
$71 

LIBERTY NATIONAL LIFE - AGENT COUNT
AT END OF YEAR 
5-Year Compound Annual Growth Rate: 8.6%

201820172016201520142013

1,430 
1,498 1,478 

1,758

2,106 2,159 

FAMILY HERITAGE LIFE - HEALTH SALES
($ in millions)
5-Year Compound Annual Growth Rate: 6.4%

201820172016201520142013

$44
$47

$50 $51

$57
$60 

FAMILY HERITAGE LIFE - AGENT COUNT 
AT END OF YEAR
5-Year Compound Annual Growth Rate: 9.6%

201820172016201520142013

695 

785

911 909

1,076 1,097 
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GLOBE LIFE DIRECT RESPONSE
Direct Response is our second largest distribution channel. It began 
operations in the 1960s as a direct mail only distribution channel. 
Over the years, we have added insert media and electronic media 
distribution. Having this three-pronged approach provides us the 
ability to monetize leads and reach consumers more effectively than 
competitors in the direct-to-consumer space.

While Direct Response has a long history of sales growth, sales have 
declined in the past few  years  due to operational changes made in 
response to higher than originally expected claims which started 
to emerge in 2015 in certain blocks of business. These operational 
changes were designed to maximize margin dollars, knowing that sales 
would be negatively impacted. We have seen response rates stabilize 
and expect to begin to increase marketing activity and sales in 2019.

In addition to generating direct-to-consumer sales, Direct Response 
also provides critical support to the recruiting, lead generation 
and data management efforts of our agencies. We expect  
Direct Response to continue to be a key contributor to Torchmark’s 
long-term success.

UNITED AMERICAN
United American markets Medicare Supplement insurance through 
independent agents and brokers to individuals and union and employer 
groups. While we focus primarily on life insurance at Torchmark, we do 
like the Medicare Supplement market. It provides stable profit margins 
and we have the expertise and the infrastructure to administer this 
business efficiently. That being said, the Medicare Supplement market 
is very different than the markets we serve through our exclusive 
agencies. It is a highly regulated, competitive market that is relatively 
easy for companies to enter and exit. As such, we take an opportunistic 
approach to this business. 

While short-term sales trends are difficult to predict because of the use 
of independent distribution, we have seen significant growth over the 
last several years. This unit has a stable in force block that has continued 
to grow as shown in the chart below.

DIRECT RESPONSE - LIFE SALES
($ in millions)
10-Year Compound Annual Growth Rate: 0.2%

201820162014201220102008

$123 

$137 
$141 

$158 
$150

$126 

UNITED AMERICAN - HEALTH SALES
($ in millions)
5-Year Compound Annual Growth Rate: 11.3%

201820172016201520142013

$41 

$84 

$72

$56
$61

$70 

UNITED AMERICAN - HEALTH PREMIUMS 
($ in millions)
5-Year Compound Annual Growth Rate: 5.0%

201820172016201520142013

$298 $305

$345
$355

$364
$381

 
DIRECT RESPONSE – LIFE PREMIUMS
($ in millions)
10-Year Compound Annual Growth Rate – 5.0%

201820162014201220102008

$511 
$567 

$630 

$702 

$783
$829 
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INVESTMENT PORTFOLIO

Due to the underwriting margins produced by our insurance operations, 
we don’t have to rely on investment income to generate earnings. While 
we seek to maximize risk-adjusted, capital-adjusted returns, the most 
important criteria when considering new investments is preservation 
of principal.

Our investment philosophy is shaped by the nature of our liabilities.  
We invest almost exclusively in long-term fixed maturities as these 
fixed-rate investments best match our long term fixed-rate liabilities 
and enhance our ability to manage capital as efficiently as possible. 
Because we invest long, an important investment criteria is to invest 
only in entities that we believe can survive through multiple cycles. 
While we have a relatively high portion of our portfolio in BBB securities, 
we believe they produce the best risk-adjusted, capital-adjusted return. 
Furthermore, we don't own higher risk assets such as derivatives and 
equities, and have only minimal ownership of commercial mortgages 
and asset-backed securities.

As can be seen in the chart above, invested assets have grown from 
about $10 billion at the end of 2008 to just under $17 billion in 2018. 
This growth was achieved in spite of the fact that we spent $3.9 billion 
to repurchase shares over that period.

INVESTMENT OPERATIONS

Excess investment income is net investment income less the required 
interest on net policy liabilities and the interest on our debt. We use 
excess investment income as a measure to evaluate the performance 
of the investment segment. Excess investment income produced 27% 
of our pre-tax operating income in 2018. 

Growth in excess investment income has been hampered for several 
years by the low interest rate environment. While we have grown 
investment income, it hasn’t grown at the same rate as our invested 
assets. As we go forward, we expect to be investing new money at 
yields closer to the yields on bonds coming off our books through 
maturities and other dispositions. As such, we should soon begin to 
see investment income grow at the same rate as our invested assets. 

EXCESS INVESTMENT INCOME 
($ in millions)

Net Investment Income $882

Required Interest on Net Policy Liabilities (547)

Interest on Debt (90)

Excess Investment Income $245

COMPONENTS OF NET OPERATING INCOME 
($ in millions, except per share data)

PER SHARE

Underwriting Income $676 $5.87

Excess Investment Income   245   2.13

Tax and Parent Expenses (189) (1.65)

Stock Compensation Expense, Net of Tax (25) (0.22)

Net Operating Income $707 $6.13

201820162014201220102008

$10.2
$11.1 

$12.5
$13.3

$14.8 

$16.6

TOTAL INVESTED ASSETS AT  
AMORTIZED COST 
($ in billions) 
10-Year Compound Annual Growth Rate: 5.0%

INVESTMENT PORTFOLIO - DECEMBER 31, 2018
Invested Assets ($ in millions)

AS % OF 
TOTAL

Fixed Maturities (at fair value)  $16,298 95%

Policy Loans  550 3

Other Investments  271 2

Total*  $17,119 100%

* Total invested assets with fixed maturities at amortized cost were $16,574
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CAPITAL MANAGEMENT

Capital management is an integral component of our business model 
and strategic decision-making process. We seek to manage capital in a 
manner that best benefits our shareholders. 

We currently manage to a Company Action Level Risk-Based Capital 
(RBC) ratio target of 300% to 320%. We are able to maintain a 
significantly lower RBC ratio than many similarly rated peers due to the 
lower risk profile of our business and our strong underwriting profits 
and cash flow generation. We simply do not need as much capital due 
to the consistency of our earnings and excess cash flow generation and 
the fact that we primarily have fixed rate liabilities that are not subject 
to fluctuations in interest rates or equity markets.

The next chart illustrates the significant excess cash flow generated 
routinely at Torchmark. We define excess cash flow as the cash available 
to the parent company from the dividends received from the insurance 
subsidiaries after paying dividends to Torchmark shareholders and 
interest on debt.

201820162014201220102008

6.98%
6.63%

6.04% 5.89% 5.74% 5.55%

FIXED MATURITY PORTFOLIO YIELD 
(at end of year)

FIXED MATURITY PORTFOLIO YIELD

This chart demonstrates the negative impact of lower interest rates on 
investment yields over the last ten years. We hope for higher interest 
rates. We are not concerned about the possibility of unrealized losses 
resulting from higher interest rates as we have the intent and more 
importantly, the ability, to hold our investments to maturity.

EXCESS CASH FLOW
($ in millions)

2019201820162014201220102008

$343 

$269 

$355 
$377 

$311 

$349 
$350-
370 

Estimate

Excess cash flow was somewhat lower at Torchmark in 2016 and 2017 
due to slight declines in net statutory income. These declines resulted 
in part from strong life sales growth and investments in technology. 
While life sales growth and these technology investments are 
detrimental to statutory net income in the short run, they will produce 
growth in excess cash flow in the long run. We expect cash flow to be 
up to around $350 to $370 million in 2019. 

This excess cash flow is a component of our liquidity. Much discussion 
has taken place lately regarding the possibility of a downturn in 
the credit cycle. While we do not expect a major recession, we are 
comfortable that we have more than sufficient liquidity to handle 
any credit migration and defaults that could occur even in a severe 
scenario. 
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SHARE REPURCHASES

* Ratios were calculated using net operating income.

TOTAL SPENT 
(IN MILLIONS)

NO. OF SHARES  
(IN 000’S)

AVERAGE  
PRICE

P/E 
RATIO*

2009 $47  4,613  $10.12  4.4 
2010 $204  8,560  $23.78  9.4 
2011 $788  28,347  $27.78  9.5 

2012 $360  11,219  $32.13  9.7 

2013 $360  8,280  $43.48  11.9 
2014 $375  7,155  $52.42  13.4 
2015 $359  6,292  $56.99  13.8 
2016 $311  5,208  $59.78  13.3 
2017 $325  4,126  $78.67 16.3 
2018 $372  4,406  $84.38 13.8 

We began our share repurchase program in 1986 and have bought 
back stock every year since then except for 1995 after we purchased 
American Income. Since 1986, we have spent $7.5 billion to 
repurchase 80% of the outstanding shares of the Company and 
have returned approximately 71% of our net income to shareholders 
through dividends and share repurchases. While share repurchases 
have been the most efficient use of excess capital over the years, we 
continually evaluate alternative uses to help ensure we maximize 
shareholder value. Please keep in mind that we repurchase shares 
using excess capital only. Our first priority  is to fully fund and grow our 
insurance operations. 

RETURN TO SHAREHOLDERS
($ in millions) 

SHARE 
REPURCHASES

DIVIDENDS 
PAID

(A) TOTAL 
CASH 

RETURNED

(B) NET 
INCOME (A)/(B)

2009 $47 $47 $94 $383 25%
2010 $204 $50 $254 $499 51%
2011 $788 $49 $837 $497 168%

2012 $360 $56 $416 $529 79%

2013 $360 $61 $421 $528 80%
2014 $375 $65 $440 $543 81%
2015 $359 $67 $426 $527 81%
2016 $311 $67 $378 $550 69%

Subtotal $3,266  $4,056  81%
2017 $325 $69 $394 $1,454* 27%*
2018 $372 $71 $443 $701* 63%*

10-Year Total $4,103 $6,211 66%

 *The Company made adjustments to net income in 2017 and 2018 as a result of re-
measuring deferred tax assets and liabilities at the newly enacted corporate rate of 21%. 
Excluding the tax reform adjustments, the ratio of total cash returned to net income would 
have been 77% over the past ten years. 

At our current RBC level of 326%, we are holding $100 - $120 million 
more capital than needed for the RBC target set by rating agencies 
for our current ratings. In addition, we have a buffer of $50 million of 
liquid assets at the Parent Company. This gives us a total of $150 to 
$170 million of capital to handle migration or defaults without having 
to issue any debt or divert excess cash flow from share buybacks. As 
a point of reference, the $150 million to $170 million is greater than 
the amount of capital we put into the insurance companies in 2008-
2010 during the global financial crisis. 

Even if we were somehow required to infuse more capital than we did 
during 2008-2010, we currently have approximately $475 million of 
borrowing capacity. In addition, we consistently generate well over 
$300 million of excess cash flow, after shareholder dividends, every 
year. Even under an extreme stress scenario, we would expect to see 
minimal, if any, impact to our share repurchase program. 
 



12  |  TORCHMARK CORPORATION  |  LETTER TO SHAREHOLDERS

Note: Torchmark cautions you that this Letter to Shareholders may contain forward-looking statements within the meaning of the federal securities law. These 
prospective statements reflect management’s current expectations, but are not guarantees of future performance. Accordingly, please refer to Torchmark’s 
cautionary statement regarding forward-looking statements and the business environment in which the Company operates, contained in the Company’s 
Form 10-K for the period ended December 31, 2018, found on the following pages and on file with the Securities and Exchange Commission. Torchmark 
specifically disclaims any obligation to update or revise any forward-looking statement because of new information, future developments, or otherwise.

As we look ahead, we are very optimistic regarding Torchmark’s future. We have a strong 
business model and a tremendous group of employees, agency owners, and agents. None of 
Torchmark’s success would be possible without their efforts. 

Our agents can take pride in the fact that they are demonstrating the need for life insurance 
and then providing financial security one customer at a time in a market where that security 
is sorely lacking. Torchmark’s products meet a critical need for working families. They are 
designed to help families survive the death or critical illness of a breadwinner and protect their 
future by helping pay off a mortgage, college tuition or meeting other critical obligations.

With respect to our employee workforce, we are extremely proud of the dedication and  
quality of our team. We have placed a high priority on succession planning, not just at the 
executive level, but throughout all areas of the organization. As a result, we have a deep bench 
of talent that gives us confidence that our business model can be executed effectively well 
into the future.

We believe strongly in a diversified workplace with equal opportunity for everybody. 
Torchmark is committed to providing an inclusive and welcoming environment for all. It’s the 
right thing to do, and it’s good for business too. 

When you consider the nature of our market and the low risk profile of our business, we believe 
you will agree that Torchmark is in a position to consistently generate significant shareholder 
value for years to come. Thank you for your investment in Torchmark.

CONCLUSION

LARRY M. HUTCHISON
Co-Chairman and  

Chief Executive Officer

GARY L. COLEMAN
Co-Chairman and  

Chief Executive Officer
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Twelve months ended December 31, %  Increase
2018 2017  or Decrease

UNDERWRITING INCOME
Life:

Premium $2,406,555   $2,306,547 4 
Net policy obligations (955,750) (942,595)
Nondeferred commissions and amortization (725,897) (693,693)
Nondeferred acquisition expense (72,607) (65,922)

Underwriting margin 652,301 604,337 8
Health:

Premium 1,015,339 976,373 4 
Net policy obligations (565,945) (550,848)
Nondeferred commissions and amortization (189,628) (183,787)
Nondeferred acquisition expense (23,713) (22,230)

Underwriting margin 236,053 219,508 8 
Annuity underwriting margin 10,376  10,562  
Total underwriting margin 898,730 834,407
Other income 1,236 1,270 
Insurance administration expenses (223,941) (210,590) 6 

Underwriting income 676,025  625,087  8 
EXCESS INVESTMENT INCOME

Net investment income 882,512  847,885  4 
Required interest on:

Net policy liabilities:
Policy reserves (766,640) (734,370)
Deferred acquisition costs 219,298 210,380 

Debt  (90,076) (84,532)
Total excess investment income  245,094   239,363  2 

Corporate expenses (10,684) (9,631)
Pre-tax operating income 910,435 854,819 7 
Income tax (178,475) (278,812)
Net operating income before stock compensation expense  731,960   576,007  
Stock compensation expense, net of tax (24,986) (2,326) 
NET OPERATING INCOME $706,974  $573,681  23 
Operating EPS on a diluted basis $6.13  $4.82  27 
Diluted average shares outstanding  115,249    118,983  

Reconciliation of Net Operating Income to Net Income:

Net operating income $706,974   $573,681  
Non operating items, net of tax:

Realized gains (losses) - investments  7,327   20,217  
Realized loss - redemption of debt  (8,752)  (2,627) 
Part D adjustments - discontinued operations  (44)  (3,769) 
Administrative settlements  (3,590)  (5,628) 
Non-operating fees  (1,247)  (187) 
Guaranty fund assessment -  (1,171) 
Tax reform adjustment  798    873,978  

NET INCOME $701,466    $1,454,494  
EPS on a diluted basis $6.09    $12.22  

OPERATING SUMMARY
Unaudited and $ in thousands except per share amounts

Note:  The Operating Summary has been prepared in the manner Torchmark management uses to evaluate the operating results of the Company. It differs from the 
Consolidated Statements of Operations found in the accompanying SEC Form 10-K.
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*The Condensed Balance Sheets, excluding ASC 320 has been prepared in the manner Torchmark management, industry analysts, rating agencies and financial 
institutions use to evaluate the financial position of the company. It differs from the Consolidated Balance Sheets found in the accompanying SEC Form 10-K.  
  

+ASC 320 includes guidance for treatment of unrealized gains and losses on available-for-sale fixed maturities previously included in FAS 115.

CONDENSED BALANCE SHEETS
Unaudited and $ in thousands except per share amounts

At December 31,
2018 2017

Assets:
Fixed maturities at amortized cost* $15,753,471  $14,995,101 
Cash and short-term investments  184,314  245,634 
Other investments  757,324  638,088 
Deferred acquisition costs*  4,143,195  3,968,882 
Goodwill 441,591 441,591 
Other assets  1,208,059  1,153,764 
Assets related to discontinued operations  68,577  68,520 

Total assets* $22,556,531  $21,511,580 
Liabilities and shareholders’ equity:

Policy liabilities $14,463,319  $13,931,831 
Current and deferred income taxes payable*  934,507   899,687 
Short-term debt  307,848   328,067 
Long-term debt  1,357,185   1,132,201 
Other liabilities  453,270   489,609 
Liabilities related to discontinued operations  51,186   49,854 
Shareholders’ equity, excluding ASC 320*+  4,989,216   4,680,331 

Total liabilities and shareholders’ equity $22,556,531  $21,511,580 
Actual shares outstanding:

Basic  110,693   114,593 
Diluted  112,561   117,696 

Book value (shareholders’ equity, excluding ASC 320) per diluted share $44.32   $39.77 
Net operating income as a return on average equity, excluding ASC 320 14.6% 14.3%

Average equity, excluding ASC 320 $4,839,930  $4,016,094 
Debt to capital ratio, excluding ASC 320 25.0% 23.8%

Reconciliation of Torchmark management’s view of selected financial items to comparable GAAP measures*:

Shareholders’ equity, excluding ASC 320+ $4,989,216  $4,680,331 
Effect of ASC 320:

Increase fixed maturities  $544,461  1,974,224 
Decrease deferred acquisition costs  (5,270) (10,819)
Increase current and deferred income taxes payable  (113,230) (412,315)

Shareholders’ equity $5,415,177   $6,231,421 
Other comparable GAAP measures:

Fixed maturities at fair value $16,297,932   $16,969,325 
Deferred acquisition costs  4,137,925   3,958,063 
Total assets  23,095,722   23,474,985 
Shareholders’ equity  5,415,177   6,231,421 
Current and deferred income taxes payable  1,047,737   1,312,002 
Book value (shareholders’ equity) per diluted share  48.11  52.95 
Net income as a return on average equity 12.3% 28.2%

Average equity $5,715,483   $5,166,815 
Debt to capital ratio 23.5% 19.0%
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TORCHMARK CORPORATION BOARD OF DIRECTORS

From left to right: Robert W. Ingram, Mary E. Thigpen, Charles E. Adair, Gary L. Coleman, Steven P. Johnson, Linda L. Addison, David L. Boren, 
Paul J. Zucconi, Lamar C. Smith, Marilyn A. Alexander, Larry M. Hutchison, Darren M. Rebelez, Jane M. Buchan, Cheryl D. Alston









[THIS PAGE INTENTIONALLY LEFT BLANK]



































$800,000

$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

$0

$1,600,000

$1,400,000

$1,200,000

$1,000,000

$800,000

$600,000

$400,000

$200,000

$0

$1,454,494

$580,516
$549,779

$701,466

201820172016

NET INCOME
(1)

(Dollar amounts in thousands)

$573,681
$549,360

$706,974

201820172016

NET OPERATING INCOME FROM  
CONTINUING OPERATIONS

(1,2)

(Dollar amounts in thousands)





































































































































































































































[THIS PAGE INTENTIONALLY LEFT BLANK]



[THIS PAGE INTENTIONALLY LEFT BLANK]





TO
R

C
H

M
A

R
K

 C
O

R
P

O
R

A
TIO

N
 A

N
N

U
A

L REPO
RT 2018

3700 S. Stonebridge Drive
McKinney, Texas 75070
www.torchmarkcorp.com


	Table of Contents
	PART I.
	Item 1. Business
	Item 1A. Risk Factors
	Item 1B. Unresolved Staff Comments
	Item 2. Properties
	Item 3. Legal Proceedings
	Item 4. Mine Safety Disclosures

	PART II.
	Item 5. Market for Registrants's common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
	Item 6. Selected Financial Data
	Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
	Item 7A. Quantitive and Qualitative  Disclosures about Market Risk
	Item 8. Financial Statements and Supplementary Data
	Consolidated Balance Sheets
	Consolidated Statements of Operations
	Consolidated Statements of Comprehensive Income
	Consolidated Statements of Shareholders' Equity
	Consolidated Statements of Cash Flows
	Note 1 - Significant Accounting Policies
	Note 2 - Statutory Accounting
	Note 3 - Supplemental Information About Changes to Accumulated Other Comprehensive Income
	Note 4 - Investments
	Note 5 - Deferred Acquisition Costs
	Note 6 - Commitments and Contingencies
	Note 7 - Liability for Unpaid Claims
	Note 8 - Income Taxes
	Note 9 - Postretirement Benefits
	Note 10 - Supplemental Disclosures of Cash Flow Information
	Note 11 - Debt
	Note 12 - Shareholders' Equity
	Note 13 - Stock-Based Compensation
	Note 14 - Business Segments
	Note 15 - Selected Quarterly Data


	Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
	Item 9A. Controls and Procedures
	Item 9B. Other Information

	PART III.
	Item 10. Directors, Executive Officers, and Corporate Governance
	Item 11. Executive Compensation
	Item 12. Security Ownership of Certain Beneficial Owners and Management and related Stockholder Matters
	Item 13. Certain Relationships and Related Transactions and Director Independence
	Item 14. Principal Accountant Fees and Services

	PART IV. 
	Item 15. Exhibits and Financial Statement Schedules





