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* Certain financial data differ from the comparable GAAP financial data. Reconciliations to
GAAP financial data are presented on pages 10-11, and management’s reasons for the
usage of these non-GAAP financial data appear on pages 8-9.

OPERATIONS:

Total Premium $2,375,783 $2,279,033 4.2

Total Revenue 2,930,638 2,761,049 6.1

Net Operating Income 446,383 423,609 5.4

Annualized Life Premium in Force 1,449,290 1,343,156 7.9

Annualized Health Premium in Force 1,064,428 1,030,482 3.3

Diluted Average Shares Outstanding 115,377 120,669 (4.4)

Net Operating Income as a Return
On Average Common Equity 16.3% 16.5%

PER COMMON SHARE:

Net Operating Income $3.87 $3.51 10.3

Shareholders‘ Equity at Year End 25.06 22.46 11.6

2003 2002 % CHNG.

F I N A N C I A L HI G H L I G H T S *

In thousands except percentage and per share amounts
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2003 was another good year for Torchmark.  Net operating income increased 5% to $446 million; on a per share

basis, net operating income increased 10% to $3.87.

Our underwriting income increased 3% for the year, and our excess investment income increased 9%.  We managed

our capital effectively, including the repurchase of our stock, which enhances the current and future value of the

investment of our shareholders.

FI N A N C I A L RE V I E W

KEY COMPONENTS OF NET OPERATING INCOME

$ MILLIONS

2002 % CHNG2003

DILUTED OPERATING
EARNINGS PER SHARE

2002 % CHNG2003

INSURANCE UNDERWRITING INCOME $371.8 $359.4 3 $3.22 $2.98 8
EXCESS INVESTMENT INCOME 321.3 295.0 9 2.78 2.44 14
OTHER (13.9 ) (14.2) (2 ) (0.12 ) (0.12) --
INCOME TAX (232.8 ) (216.6) 7 (2.02 ) (1.79) 13

NET OPERATING INCOME $446.4 $423.6 5 $3.87 $3.51 10

First year premiums are the collected premiums received for policies that are in their first policy year, and they are a

measure of the new business being generated within our distribution systems.  Life insurance first year premiums

increased 12% to $222 million, and health insurance first year premiums increased 2% to $146 million.

Total life insurance premium income increased 7% to $1,310 million.  Underwriting margin, which is the premium

income less the amounts required to (1) fund current and future benefits and (2) amortize acquisition expense,

increased 9% to $326 million.  

Total health insurance premium income increased 1% to $1,034 million.  Underwriting margin declined 2% to $164 million.

Annuity premiums declined 20% to $31 million, and underwriting margin declined 21% to $11 million.

Insurance underwriting income, which is the sum of the underwriting margins plus other income and less

administrative expenses, increased 3% to $372 million.

Net Investment Income increased 7% to $557 million.  The required interest on net policy liabilities increased 7% to 

$206 million, and financing costs declined 15% to $29 million.  Therefore, excess investment income increased 9% to

$321 million.

Valuing fixed maturity assets at amortized cost instead of market, book value per share was $25.06, net operating

income as a return on equity was 16.3%, and our debt to capital ratio was 23.5%.

LE T T E R T O SH A R E H O L D E R S *

* Certain financial data differ from the comparable GAAP financial data. Reconciliations to GAAP financial data are presented on pages
10-11, and management’s reasons for the usage of these non-GAAP financial data appear on pages 8-9.
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AM E R I C A N IN C O M E AG E N C Y OP E RAT I O N
In millions, except %

First year premiums increased 17% to $85 million.  Total premiums increased 13% to $371 million, and underwriting

margin increased 11% to $112 million.

American Income is a “union label” company, and the home office non-management employees and the sales force

are union members.  With the endorsement of unions at the local level, the sales force markets insurance products

to the union membership.  There is a strong affinity among members of the labor movement, and American Income

is one of only two “union label” U. S. life insurance companies.  Given that the current customer base represents

less than 5% of the 19 million union members in the U. S. and Canada, we have only begun to penetrate the

potential market.  

At year-end, the sales force numbered almost 2,300 producing agents, an increase of over 300 agents for the year.

Going forward in 2004, expectations are for continued impressive growth in premiums and underwriting margin in

life insurance, our primary business at American Income.

DI R E C T RE S P O N S E OP E RAT I O N
In millions, except %

First year premiums increased 29% to $71 million.  Total premiums increased 12% to $379 million, and underwriting

margins increased 14% to $90 million.

Our Direct Response operation is the largest direct response life insurance operation in the U. S., and the primary

vehicle is direct mail.  We obtain mailing lists that meet the selection criteria for the products we offer, and then we

reduce the lists using our own demographic data related to household incomes and past response rates.  All printing

and lettershop work are done internally, including making our own envelopes.  We pre-sort our mail into carrier route

zip codes, and then truck the mail to the various regional postal centers throughout the country.  The results are

mailings that have the lowest possible packaging and postal costs and the highest probability of response rates that

will generate the desired underwriting margin.

HEALTH LIFE

FIRST YEAR COLLECTED PREMIUM 73 61 12 11

UNDERWRITING MARGIN:
PREMIUM 315 277 56 52
POLICY OBLIGATIONS 107 34% 94 34% 23 41% 20 38%
ACQUISITION EXPENSES 114 36% 100 36% 14 25% 13 25%

UNDERWRITING MARGIN 93 30% 83 30% 19 34% 19 37%

2002
$

2003
%*$ %*$ %*$ %*

20022003

* PERCENT OF PREMIUM

HEALTH LIFE

FIRST YEAR COLLECTED PREMIUM 63 50 8 4

UNDERWRITING MARGIN:
PREMIUM 350 316 28 22
POLICY OBLIGATIONS 165 47% 155 49% 22 78% 18 80%
ACQUISITION EXPENSES 99 28% 85 27% 3 9% 2 7%

UNDERWRITING MARGIN 86 25% 76 24% 3 12% 3 13%

2002
$

2003
%*$ %*$ %*$ %*

20022003

* PERCENT OF PREMIUM
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With respect to the life insurance operation, the business issued during the past three years has greater percentage of

premium underwriting margins than the overall in force business.  This isn’t an accident, but is the result of constant

testing of products and pricing structures that maximize the return on investment.  The evidence is reflected in the

financial results; life premiums increased 11% for the year, but the underwriting margins increased 14%.

Going forward into 2004, we expect another outstanding year in our Direct Response operation, with a continued

impressive growth rate in premiums and an even greater growth rate in underwriting margin.

LI B E RT Y NAT I O N A L EXC LU S I V E AG E N C Y OP E RAT I O N
In millions, except %

First year premiums increased 2% to $50 million.  Total premiums increased 1% to $468 million, and underwriting

margins declined 8% to $77 million.

The bad news is that the financial performance of the Liberty National Agency operation was disappointing.  The

good news is that we are reacting to the bad news.

With respect to life insurance, the quality of the new business that was being issued had deteriorated.  First year lapse

rates had increased to higher than expected levels, thereby reducing the premium income to lower than expected

levels; in short, higher lapse rates adversely impacted underwriting margin.  The segment of the new business that was

causing the higher lapse rates was the business being submitted with cash or money orders, and it represented 25% of

the new business being submitted.  The lapse rates associated with this business were almost twice as high as the

business being submitted with personal checks from the applicants.  Beginning in April 2003, the Company no longer

accepted a new application unless it was accompanied with the applicant’s personal check.  Initially, this change in

policy resulted in a sharp decline in the volume of new business.   Nonetheless, the field force adapted and new

business volume for the year was down only 5%.  Even with the lower volume of new business, first year life insurance

premiums increased 2% for the year due to the improved persistency on the new business that was issued since April.  

Other changes, primarily related to field force compensation and other acquisition expenses, have been

implemented, with more to come throughout 2004.

Health underwriting margin continues to be pressured by the Liberty cancer business subject to the 1994 class action

settlement.  This block of business, which represented 47% of Liberty’s health premiums, experienced a paid claims

loss ratio equal to 109% of premiums.  Although we continue to implement rate increases on this block of business,

rate increases will not solve the problem...and the problem is not only losses incurred by Liberty National, but also

the burden of large rate increases and high premiums being paid by our customers.  There is a solution to the

problem; in fact, there is more than one solution.  We will be implementing one or more solutions during 2004, and

we expect the results to be beneficial to our customers and to Liberty National.

HEALTHLIFE

FIRST YEAR COLLECTED PREMIUM 40 40 9 9

UNDERWRITING MARGIN:
PREMIUM 304 302 164 160
POLICY OBLIGATIONS 144 47% 141 47% 125 76% 118 74%
ACQUISITION EXPENSES 93 31% 90 30% 30 18% 28 18%

UNDERWRITING MARGIN 68 22% 70 23% 10 6% 14 9%

2002
$

2003
%*$ %*$ %*$ %*

20022003

* PERCENT OF PREMIUM
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Going forward into 2004, with respect to life insurance, we expect continued improvements in persistency, greater

growth in first year and total premiums, and a higher underwriting margin due to better persistency and lower

acquisition expenses.  These expectations also apply to our health insurance, but we also are committed to

improving the situation that exists with respect to the cancer block of business as described above.

UN I T E D AM E R I C A N GE N E RA L AG E N C Y A N D

BRA N C H OF F I C E OP E RAT I O N S
In millions, except %

First year premiums declined 3% to $131 million.  Total premiums and underwriting margin were flat at $857 million

and $141 million, respectively.

With respect to health insurance, our independent general agencies and our branch office agents market

supplemental health insurance products to individuals who are under the age of 65, and Medicare supplement

products to individuals age 65+ and who are on Medicare.

With respect to supplemental health insurance products for the underage 65 market, the volume of new sales

increased 63% for the year.  There are two reasons for the growing demand for the products:  (1) the availability of

individual Major Medical insurance is disappearing as carriers withdraw from the marketplace (they are tired of losing

money), and (2) employers are cutting back employee group health insurance benefits in order to reduce their health

care costs.  The wide variety of products offered by United American either will fill the gaps created by employer

cutbacks or will provide basic protection against the expenses of the majority of hospital confinements and out-

patient hospital treatments.

United American continues to have the reputation as being a most cost-efficient, high-level customer service Medicare

supplement carrier, but we have never had the reputation for having the lowest premiums.  We maintain our claims

at just above the 65% of premiums as mandated by the regulatory authorities, our agent commissions as a

percentage of premiums are basically the same as our competitors, and our administrative costs are the lowest of the

Medicare supplement carriers.  Our underwriting income from our Medicare supplement business is about 11% of

premium revenues.  For the past few years and until recently, many competitors have offered rates that were at least

15% less than ours.  Instead of reducing our rates at least 15% and turning our 11% profit margin into a loss, we’ve

elected to wait until pricing sanity returns to the marketplace.  We’ve been through periods like this before in our

35+ years in the Medicare supplement business.  Nonetheless, the volume of new Medicare supplement sales

declined 32% during the year.  But as noted above, the gap between our premiums and those of our competitors is

closing as they implement larger rate increases.

Going forward into 2004, we expect sales volume in the underage 65 market to continue to experience impressive

growth, and we expect growth in sales volume in the Medicare supplement business.  For our health insurance

operations, we expect improved growth with respect to first year premiums, total premiums, and underwriting margin.

HEALTH LIFE

FIRST YEAR COLLECTED PREMIUM 14 16 117 120

UNDERWRITING MARGIN:
PREMIUM 71 70 786 786
POLICY OBLIGATIONS 34 48% 34 49% 502 64% 504 64%
ACQUISITION EXPENSES 29 40% 28 40% 151 19% 150 19%

UNDERWRITING MARGIN 9 12% 8 12% 132 17% 132 17%

2002
$

2003
%*$ %*$ %*$ %*

20022003

* PERCENT OF PREMIUM
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With respect to our Military operation, first year premiums increased 13% to $24 million.  Total premiums increased

12% to $166 million, and underwriting margin increased 13% to $39 million.

All of our Military business is generated through one independent agency, First Command, headquartered in Fort

Worth, Texas.  First Command is represented by over 1,000 agents in over 200 offices located on or near military

installations in the U. S. and abroad.  The agency markets its products exclusively to commissioned and non-

commissioned military officers and their families.  The integrity of First Command and its commitment to customers is

extraordinary, and the quality of the business it produces is second to none in the industry.

First Command and Torchmark have been partners since 1982, and although Torchmark is but one of several

companies represented by First Command, over the years we have earned an increasing portion of the total new

business produced by the agency.  Going forward, we will continue to strive to earn even more of their business as

they grow their operations.

AD M I N I S T RAT I V E EX P E N S E S

Insurance administrative expenses increased 5% to $131 million.  As a percentage of premium, administrative

expenses were 5.5%, unchanged from the prior year.  Included in these expenses were our litigation expenses which

declined 23% to $4.9 million, including $.9 million related to our litigation with Waddell & Reed.  Going forward into

2004, we expect some increase in litigation expenses, primarily due to our ongoing litigation with Waddell & Reed.

Nonetheless, our objective is to reduce our overall administrative expenses as a percentage of premium by simplifying

administrative functions, thereby enhancing customer service and reducing costs.

IN V E S T M E N T S

Our investment portfolio is concentrated in high quality fixed-maturity assets.  Fixed-maturity assets on an amortized

cost basis represented 93% of our invested assets.  For a variety of reasons, not the least of which is our discomfort

with alternatives, fixed-maturity assets will likely continue to be an increasing percentage of our invested assets.  The

average credit rating quality of the fixed-maturity portfolio was BBB+ as rated by Standard & Poor’s and Baa1 as rated

by Moody’s.

Net investment income was $557 million.  Excess investment income is the difference between our net investment

income and the interest required on our net interest-bearing liabilities.  Required interest was $236 million, resulting in

excess investment income of $321 million.

Because of our stock repurchase program, comparing the yearly change in excess investment income is misleading.  A

better comparison is on a per-share basis; as such, our excess investment income increased 14%.

MI L I TA RY A N D OT H E R LI F E AG E N C Y OP E RAT I O N S
In millions, except %

OTHER MILITARY

FIRST YEAR COLLECTED PREMIUM 24 22 7 9

UNDERWRITING MARGIN:
PREMIUM 166 149 103 107
POLICY OBLIGATIONS 77 46% 69 46% 39 38% 41 38%
ACQUISITION EXPENSES 50 30% 45 30% 34 33% 39 36%

UNDERWRITING MARGIN 39 24% 35 23% 30 29% 27 25%

2002
$

2003
%*$ %*$ %*$ %*

20022003

* PERCENT OF PREMIUM
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* For illustrative purposes only, total investment income has been allocated pro rata based upon the net liabilities.  Torchmark does

not specifically allocate assets to liabilities.

TOTAL* REQUIRED EXCESS
(1) FROM INVESTED ASSETS SUPPORTING:

NET INTEREST-BEARING POLICY LIABILITIES:
POLICY RESERVES $351
DEFERRED ACQUISITION COSTS (145)

NET $268 206 $62
DEBT AND DISTRIBUTIONS ON TRUST PREFERRED SECURITIES 61 56 5
INTEREST RATE SWAPS 0 (26) 26

(2) FROM REMAINING INVESTED ASSETS 228 0 228
$557 $236 $321

PER DILUTED SHARE $4.82 $2.04 $2.78
INCREASE OVER 2002 11% 9% 14%

As noted on the chart, we have entered into derivative agreements known as “interest rate swaps.”  These agreements

produced $26 million of excess investment income for the year.  Should interest rates rise dramatically over time, the

current positive excess investment income from the “swaps” could become negative.  We have concluded that the

risk/reward is in our favor because the increase in investment income from higher interest rates would soon exceed the

income lost from the swaps.  Furthermore, we hope interest rates do rise from the current levels because we generate

substantial cash within our investment and insurance operations to be invested each year.

2003 IN V E S T M E N T IN C O M E
In millions, except percent and per share amounts

SH A R E RE P U RC H A S E PR O G RA M

During the year we repurchased 5.9 million shares of our outstanding stock at a cost of $225 million.  Since the

inception of the stock repurchase program in 1986, we have repurchased stock in all years except one, and the

cumulative effect has been that we have repurchased 53% of the outstanding stock at a total cost of $2.26 billion.  We

expect to continue this program as long as we believe that our stock is undervalued, since the program is a means of

increasing shareholder intrinsic value.

OU T LO O K

In 2004, we expect continued growth in first year premiums, total premiums and underwriting margin in our life

operations, with all four of our major life distribution systems adding increasing value.  And we expect continued

growth in first year premiums, total premiums and underwriting margin in our health insurance operations.  We will

effectively manage our expenses and we expect our investment operations to continue to do well (but it would be

most helpful if interest rates would move somewhat upward).  And, as stated above, we expect further repurchases of

our stock.  We expect 2004 to be another good year for Torchmark.  

C. B.  HUDSON
Chairman and Chief Executive Officer
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GU I D E L I N E S F O R UN D E R S TA N D I N G TO RC H M A R K’S

FI N A N C I A L RE S U LT S A S MA N AG E M E N T VI E W S TH E M

Torchmark’s core operations are the insurance operations and the investment operations, which as described above,

includes the interest costs on our net policy liabilities and debt.  As a result, management believes that net operating

income, and shareholders’ equity excluding the effect of FAS 115, are the best measures to evaluate the Company’s

performance and financial condition.  As shown in the chart below, these measures differ from the comparable

GAAP measures because they exclude certain adjustments that distort operating performance or book value.

In millions

ITEMS EXCLUDED FROM NET OPERATING INCOME

Capital gains and losses from investments generally occur from sales due to credit concerns, due to calls by

issuers and from write-downs due to asset impairments.  They can also occur because of sales for tax purposes.  On a

tax basis, we match capital gains and losses, but at times we can still have GAAP gains/losses.  This occurs because the

offsetting transactions are intercompany transactions recognized on the tax return, but eliminated when preparing the

consolidated GAAP finacial statements.  Because we do not trade investments for operating profits, and prefer to hold

our investments over long periods of time, we do not consider capital gains and losses as part of our core operations.

We have interest rate swaps whereby we receive fixed rate payments and make floating rate payments on a total

principal amount of $530 million.  The periodic net cash settlements have been positive to Torchmark, and are

included in net operating income as an offset to interest expense.   GAAP accounting also requires us to record an

asset on the balance sheet for the present value of the anticipated future cash flow from the swaps.  The period to

period changes in this asset are included in GAAP net income as capital gains/losses.   Since Torchmark plans to

retain the swaps until they terminate, at which time their value will be zero, the sum of all gains/losses recognized

will be non-cash, unrealized amounts that total zero.  As a result, we don’t believe the period to period changes in the

asset value have relevance.

Capital gains and losses are not part of our core operations, and thus, are not included in net operating income.  This

is a common practice among life insurance companies and the investment community that follows the industry.

The tax settlement of long standing issues and the sale of a company airplane are excluded from net operating

income because they are non-operating, non-recurring events.

NET OPERATING INCOME $446.4

CAPITAL LOSSES:
INVESTMENTS (9.1)
CHANGE IN FAIR VALUE OF INTEREST RATE SWAPS (10.1)

TAX SETTLEMENT 3.5
LOSS ON SALE OF COMPANY AIRPLANE (0.5)

GAAP NET INCOME $430.1

SHAREHOLDERS’ EQUITY AT 12/31/03, EXCLUDING FAS 115 $2,854.0

NET EFFECT OF FAS 115 ADJUSTMENT 386.1

GAAP SHAREHOLDERS’ EQUITY AT 12/31/03 $3,240.1
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ITEM EXCLUDED FROM SHAREHOLDERS’ EQUITY

The adjustment of fixed maturities to fair value is required by GAAP accounting (FAS 115) to reflect fixed

maturities at their estimated market value.   The difference in the market value and the amortized cost of the assets,

offset by the related impact on deferred acquisition costs and the deferred income tax liability, is recorded as an

unrealized gain or loss in shareholders’ equity.  This adjustment presents two concerns.  First, the period to period

changes in market value are primarily the result of changes in market interest rates and economic conditions outside

the control of management.  In addition, approximately 65% of our fixed maturities support our interest bearing

liabilities, primarily the net policy liabilities.  GAAP accounting does not permit a corresponding adjustment of these

liabilities to market value, resulting in a mismatch that is material to shareholders’ equity.  For these reasons, we

remove the effect of FAS 115 when analyzing our balance sheet.  This is also the practice followed by industry analysts,

rating agencies and lenders when analyzing the financial condition of Torchmark and other life insurance companies.

OTHER ITEMS IN SHAREHOLDERS’ EQUITY

Because our GAAP balance sheet with the effect of FAS 115 excluded, as shown in this annual report, is the one used

by analysts, rating agencies and lenders, we did not exclude the following items.  However, as discussed below,

management does not believe that these are meaningful assets when measuring the Company’s financial position

over time. 

The estimated fair value of the interest rate swaps is an asset, net of tax, that is carried on the balance sheet.

Management does not believe that it is appropriate to carry this asset for the reasons cited above in the discussion of

capital gains/losses related to the swaps.

Our goodwill meets the GAAP rules for recognition and is carried as an asset on the balance sheet.  However,

management believes that no company should carry goodwill on its balance sheet because goodwill has no

marketable value.

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, 2003, 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.



Assets:
Fixed maturities at amortized cost  * $ 7,472,003 $ 6,888,830
Cash and short-term investments 64,356 79,993
Mortgages and real estate 130,185 131,156
Other investments 405,049 385,391
Deferred acquisition costs  * 2,456,657 2,303,830
Goodwill 378,436 378,436
Other assets 266,291 248,334
Separate account assets 1,693,900 1,656,795

Total assets  * $ 12,866,877 $ 12,072,765

Liabilities and shareholders’ equity:
Policy liabilities $ 6,636,669 $ 6,130,954
Accrued income taxes  * 697,223 619,391
Short-term debt 182,448 201,479
Long-term debt and trust preferred securities 693,403 695,991
Other liabilities 109,241 103,874
Separate account liabilities 1,693,900 1,656,795
Shareholders’ equity, excluding FAS 115  * 2,853,993 2,664,281

Total liabilities and shareholders’ equity $ 12,866,877 $ 12,072,765

Actual shares outstanding:
Basic 112,715 118,267
Diluted 113,887 118,598

Book value (shareholders' equity, excluding FAS 115) per diluted share $ 25.06 $ 22.46
Net operating income as a return on average equity, excluding FAS 115 16.3% 16.5%

Average equity, excluding FAS 115 $ 2,740,959 $ 2,563,492
Debt to capital ratio, excluding FAS 115 23.5% 25.2%

Reconciliation of Torchmark management’s view of selected financial measures to comparable GAAP measures:
Shareholders’ equity, excluding FAS 115 $ 2,853,993 $ 2,664,281

Effect of FAS 115:
Increase fixed maturities 630,807 305,562
Decrease deferred acquisition costs (36,798) (17,605)
Increase accrued income taxes (207,903) (100,785)

Shareholders’ equity $ 3,240,099 $ 2,851,453

Other comparable GAAP measures:

Fixed maturities $ 8,102,810 $ 7,194,392
Deferred acquisition costs 2,419,859 2,286,225
Total assets 13,460,886 12,360,722
Shareholders' equity 3,240,099 2,851,453
Accrued income taxes 905,126 720,176
Book value (shareholders' equity) per diluted share 28.45 24.04
Net income as a return on average equity 14.0% 14.6%

Average equity $ 3,077,941 $ 2,630,372
Debt to capital ratio 21.3% 23.9%

CONDENSED BALANCE SHEET •  2003 Annual Report

This Condensed Balance Sheet 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.

CONDENSED BALANCE SHEET
Unaudited and amounts in thousands

AT DECEMBER 31,

2003 2002
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Torchmark Corporation • OP E RAT I N G SU M M A RY

UNDERWRITING INCOME
Life:

Premium $1,310,460 $1,220,743 7%
Net policy obligations (566,567) (534,507)
Commissions and acquisition expenses (418,342) (387,015)

Underwriting margin 325,551 299,221 9%

Health:
Premium 1,034,031 1,019,120 1%
Net policy obligations (671,998) (658,560)
Commissions and acquisition expenses (197,669) (193,073)

Underwriting margin 164,364 167,487 (2%)

Annuity underwriting margin 10,607 13,421

Total underwriting margin 500,522 480,129

Other income 2,582 3,906
Insurance administration expenses (131,314) (124,605) 5%

Underwriting income 371,790 359,430 3%

EXCESS INVESTMENT INCOME
Tax-equivalent net investment income 556,647 522,319 7%

Required interest on:
Net policy liabilities:

Policy reserves (351,177) (331,758)
Deferred acquisition costs 145,279 138,951

Debt and distributions on Trust Preferred Securities (29,469) (34,513)
Total excess investment income 321,280 294,999 9%

Tax equivalency adjustment (3,674) (3,701)
Corporate expenses (10,234) (10,523)
Pre-tax operating income 679,162 640,205 6%

Income tax (232,779) (216,596)

NET OPERATING INCOME $446,383 $423,609 5%

Operating EPS on a diluted basis $3.87 $3.51 10%

Diluted average shares outstanding 115,377 120,669

Reconciliation of net operating income to net income:

Net operating income $446,383 $423,609
Non operating items, net of tax:

Realized gains (losses) (9,106 ) (51,730 )
Realized gains (losses) - interest rate swaps (10,122 ) 11,554
Realized gains (losses) - sale of airplane (525 ) 0
Tax settlements 3,511 0

NET INCOME $430,141 $383,433

EPS on a diluted basis $3.73 $3.18

OP E RAT I N G SU M M A RY

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.

TWELVE MONTHS ENDED DECEMBER 31,

2003 2002 % INC (DECR)

Unaudited and in thousands except per share amounts

10
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