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HIGHLIGHTS

2004
Net Gain From Operations....................... $ 882,389
Paid New Life Insurance ............ccccccee.. $ 36,292,969
INSURANCE IN FORCE  ovniieiiiii i, $ 507,958,291
(FACE AMOUNT)
ASSETS e, $ 119,774,058

AsseT RESERVES
AsseT VaLuaTioN ReEserVvE (AVR) ............ $ 656,517
INTEREST MAINTENANCE RESERVE (IMR) ....$ 1,731,421
STATUTORY CAPITAL AND SURPLUS ......ucvvennenns $ 6,171,449

Risk BAseD CAPITAL RATIO .. 429.0%

INVESTMENT RATE oF BoNDs
AND PREFERRED STOCK ..viviiiiiiieiieinenanennn 6.68%

AVERAGE SIZE LIFE CASE ..cviviiviiiieeeeenen, $ 75,297
(FACE AMOUNT)

RETURN ON EQUITY i 6.1%

2003

708,607

$ 29,385,147

$ 527,949,274

97,668,927

148,763
1,000,174

5,727,774

395.3%

7.07%

79,205

8.7%




A LETTER FROM THE PRESIDENT

During2004 we continued the strong rebound thatbegan in 2003.

From the “Condensed Summary of Operationsand Comparative Report-Statutory Basis” for 2004 which
appearson page 20 of this Annual Report, you will see that the Company had anet gain from operations of $882,390
for2004, anewrecord, which resultedinanetincome of $365,798 for the year. The Company’sassets moved
upastrong20%to $119,774,058 from $97,668,927, capital and surplus rose to $6,171,449 from $5,727,774, and
ourasset reservesincreased to $2,387,938 from $1,148,937. Of those lastamounts, the Interest Maintenance
Reserveroseto$1,731,421from $1,000,174 and our Asset Valuation Reserve t0 $656,517 from $148,763. OurRisk
Based Capital ratio also rose to 429% from 395%.

While we have mentioned the Asset Valuation Reserve (AVR) and the Interest Maintenance Reserve (IMR) in
previous Annual Reports, we continue to receive questions about them from our stockholders. These reservesare
setupunderthe NAIC rulesfor statutory accounting foralllife insurance companies. The Interest Maintenance
Reserve (IMR) receives profits on the sale of securities which are then amortized into income over the remaining
risk period of the securitieswhich aresold. Thetheoryisthatcapital gainsneed tobe amortized to maturity in order
to match those assets with related liabilities. Before the current rules these profits would have gone into the
operating statementimmediately. The Asset Valuation Reserve (AVR) wasestablished asanadditional reserve for
creditrisk onsecuritiesincludingsecurities thatare downgraded by the rating agencies. The AVR hasamoving
cap, whichisbased onasset quality, butisdrawndirectly out of the surplusaccount when additional reserves need
tobe putup forbonds whichare downgraded. During 2004 we soldanumber of below investment grade securities
and reduced them by about 35%.

Weestimated overayearago that we would need toadd perhapsas much as $1,500,000 to the IMR and AVR
1n2004 and 2005, but we now believe that we will need to add no more than perhaps $350,000in 2005 because of
thestrongincreaseinthe IMR and AVR reserves during 2004.

Wemorethandoubled our operating income to about $31 million, sparked by asix-fold increase in annuity
premiumstoover $15million. Overhalf of those premiums came from three year maturity annuities which were
soldasasubstitute for Certificates of Deposit,and an actuarial review of the profitability of those annuitiesled to
the conclusion that we should notsell too many of them. We expect that these short-term annuities may suffer
ahigher withdrawal rate beginningin the year of their maturity, 2007, than other products would have. Thisalso
prompted usto review ourinvestment portfolioand during the year and we formally put togetheran investment
“ladder” (that we had been building forseveral years) which includes sufficient maturities of bondsin the year 2007
tocover the withdrawal of virtually all of the cash valuesin the three year annuities. We expectsales of the three
year annuities to be marginally profitable to us, nonetheless, and their profitability will be enhanced if their
persistency is better thana “worst case” projection. Another reason for withdrawing the productis that the
Washingtonlegislature adopted revised non-forfeiture factorsforannuities based on the recommendation of the
National Association of Insurance Commissioners, and similar legislation was adopted throughout the nation.
Theselowerfactors were required tobe used beginningin 2005 and during the year we redesigned our short-term
annuity productsso that we willnow have no maturity shorter than seven years. We currently are filing revised
annuity formsand will release them to ouragents when they areapprovedinall of the statesin which we do business.

Life insurance productsalsoshowed convincing growth in 2004. Our salesleader in life continues to be our
interest-sensitive whole life, distributed under the trademark name “Versatile Life.” Face amount sales of that
productincreased 9% but premium jumped 77%. Our Whole Life I, whichisatraditional Whole Life product and
soldasanalternative toaninterest-sensitive plan, grew 107% in volume and 93% in premium in 2004. Our Whole
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LifeIV,asimplified issue wholelife product that targets the senior market with issue ages to 85 and with a $25,000
faceamount maximum, wasup 129% involume and premium wasup over 63%. Wealsosellagraded benefitwhole
life product marketed toseniorsto age 80also witha $25,000 face amount maximum which we call our Whole Life
GB. In2004 volume wasup 297% and premium 322%. Our “Lifestyle Term”, another trademarked product, is
usedbothasariderandasastand alone term insurance productin our annual renewable term (ART) to age 100
plan. Growthinthatplanincreased 30% involume and 37% in premium.

Wehave mentioned before that the bigjump inannuity premium wasin our SPDA-3,ashort termannuity with
a3yearsurrender charge. We made thedifficultdecision, guided by our consultingactuary, to haltsalesintwo
SPDA plans, the SPDA-3 and the SPDA-5, effective May 1,2004. More will be said about thislater in thisreport
underthe heading “Sales, Productsand Internet Development.” Wedonotanticipateaslargeavolume of annuity
salesin 2005, and annuity sales through the time of this writing in early March, are running about half of the
premiumvolume oflast year. Ourannuity productline hastwoflexible premium deferred annuities (FPDAs), four
single premium deferred annuities (SPDAs) and areversionary annuity, accidental death only plan.

Aswillbecommented on laterin this Annual Report, during 2004 our agency force remained approximately
the samesize asthe end 0f 2003, 196 general agents and 40 agents and brokers, located throughout the twelve
western statesin which we operateand alsoin Guam andin the Commonwealth of the Northern Marianalslands.
Californiaremains thesstate in which we doaround athird of our business annually. Thisisnotsurprising, because
Californiahasapopulation which constitutesabout two-thirds of all the people wholiveinall of the statesin which
weareadmitted todo business. Asyouwill note from the commentsin other parts of thisReport, our entire
industry, in my opinion, ismigratingintoanelectronic worldand weare becoming prepared to meet the challenges
which those changes will require.

Wehave reported toyouin previousyears thatduring 2002 our Company reviewed its method of adjusting
excessinterest ratesand adoptedanew system. Thisnew system was prompted by the concern that, should interest
rates begin torise fairly rapidly, we could not raise interest rates on all of our old policiesin force when we were
onlyinvestingnew money at the rising rates. Atthattime we established different “assetblocks” of investment
funds from which the excess interest on newly issued policies would be paid. Effective July 1,2004, we
implemented thatsystem by establishingbothan oldand new asset block. All of our Versatile Life policiesissued
priortoJuly 1,2004, carry an excessinterest rate of 4.75% together withabonusatyear fifteen of .25%, and the
Versatile Life policiesissued after July 1,2004, will carry an excess interest rate of 5% plus the same bonus. All
ofthenewandoldFlexible Premium Retirement Annuities (1985 version) will be at 4% as will the Flexible Premium
Retirement Annuity riders,and all of the newand old FPRA Il policies will carry 4% butalso an additional 2% first
yearforIRA,Rothand TSA products (the additional 2% percent comes out of the commission). The SPDA 3 and
5products were withdrawn,as mentionedabove. Webelieve thatinterest ratesthroughout the economy will slowly
riseduring 2005 and we believe that our investment portfolios will produce the profit margins we need, together
with our premium income, to assure the profitability of our Company.

Duringthefourth quarter of2002 we suspended the payment of our preferred stock dividend, and the dividend
hasnotbeendeclared since that time. This hasgiven us the time to pay off the remaining surplus relief (financial
reinsurance) whichisscheduled to occuratthe end 0f 2005 and to rebuild the AVR and IMR. We anticipate the
restoration of the dividend in 2006. AtDecember 31,2004, your Company had 182 common stockholdersand 204
preferredstockholders.



Your managementactively continues to keep the Company’s expenses steady. The Company’s general
expensesin 2004 were approximately the same asthey werein 1991. The Company, of course, has grown
substantially since that time, but our technological advances have enabled us to service considerably more business
with the same experienced staff that we have had for many years.

Further comments with respect to oursales, investments, and an analysis of our operationsand financial
statementsfollow in other parts of thisReport, together with further commentsaboutthe future.

We believe that our basic businessis both sound and profitable, and we intend to expand oursalesata
reasonable pace withoutstrainingsurplus over the nextseveral years.

A

C.RobeftOgden
President



INVESTMENTS

AtDecember 31,2004, ourbond portfolioshowed astatementvalue of $87,693,287 andan NAIC market value
0f $88,500,014. Our preferred stock portfolioatthat date showed astatement value 0f $9,683,809 and an NAIC
market value 0of $9,995,170. During the year the Securities Valuation Office of the National Association of
Insurance Commissionerschangedanumber of securities which we purchased asbondsto preferred stock and vice-
versa. Under Washington law we are permitted to have 10% of our assets in preferred stocks,and at December 31,
2004, we are well within the 10% limitation.

Theaverage yield to maturity on thebondsand preferred stocks purchased in 2004 was 6.11%. Thebondsand
preferredstocks purchased priorto 2004 have aweighted average yield to maturity 0f7.74%. The Company’stotal
portfolioatyearend 2004 had a weighted average of 6.68%. The average yield to maturity of securities purchased
sofarin20051s7.11% including preferred stocks on which we receive the Dividend Received Deduction.

During 2004 we substantially reduced the number of bonds below investment grade. We hold no preferred
stocksbelow investmentgrade. Our mortgage loan portfolioatthe end of the year wasdown nearly 50% from
previous yearend,and the remaining mortgage loans will be allowed run off over time.

During 2004 we revised our investment strategy with respect to the matching of maturities of securities,
especiallyin 2007,and we have rearranged our investment maturities so that we have areasonable face amount of
bondsmaturingineachyearforthenext30years. Thisisthe “investmentladder” previously referred to,and it
should provideus withacushion forthe surrenderand annuitization of the increasing number of annuities that we
havebeenselling. OurInvestment Committeeisactively engaged in makingcertain thatnew cash flowsarising from
new businessare invested in durationsappropriate for the characteristics of that new business.

Our Statement of Investment Policy requiresusto purchase only investment grade securities,and to continue
toraise the quality of the securitiesin our portfolio whilesstill seeking as good a yield to maturity asissafely possible.
ThatStatementalso permits the Company to hold an equity portfolio in mutual funds, but the Company hasnot
implemented thatbecause of limitations in Washington law on theamount of equity which we can holdand because
conditionsin the equity markets duringthe past year were notfavorable.

Wehave never made apractice of deliberately purchasing high yield or “junk”bonds. All of the purchases that
we have made have beeninbonds of Class 1 0r2, whicharebondsofinvestmentgrade. We have bonds of thirteen
issuersbelow investmentgrade all of which result from downgradesand none of which we feel, at the present time,
are threatened by furtherreductionin classification. Because we do not have “surplussurplus” we do not make
apractice of sellingbonds when they are reduced in rating one grade, but we do sell bonds if they are reduced a
second time or reduced two gradesin the first move. We watch very carefully, and on adaily basis, all of our
securities whichare below investmentgrade. In some cases we have sold these securitiesataloss where we could
take thatloss out of the Interest Maintenance Reserve which wasestablished for the purchase of absorbing such
losses.

Webelieve thatinterest rates will rise slowly during 2005, but will remain relatively low compared to past
experience. Dependingupon the recovery intheeconomy andin particular dependingupon the growth of new jobs,
weexpectthe Federal Reservetobeveryattentive to the resurgence of inflation. For the pasttwo years the Federal
Reserve hasfollowedapolicy of announcingitsintentionsand raising interest rates one quarter percentage point
eachquarter. Wenow believe, asthiswaswritten early inMarch, 2005, that pressureisbuilding for additional yield
tobeaccorded tolonger maturitiesand we anticipate arisein interest ratesin general.



Wewill continue to maintain the investmentin the partnership interestin our home office building in Spokane
andalsointhe ownership of West 1124 Riverside Avenue Partners which ownsthe office building adjacent toand
connected with our home office building. The two buildingsare operated asaunitandall of the emergency backup
systemsare commonly shared. We have established aglassatrium between the two buildings which has helped to
reduce the cost of heatingand cooling. Weinvite you to come and visit our Home Office and tour the buildings
whenyouareinSpokane.

AtDecember31,2004, we maintained $14,605,882 in policy loansandliens. Ourpolicy loansarealmostentirely
at 1% above the rate of “excessinterest” which we pay on our ordinary life products, which we have mentioned
before. This “excessinterest” isapplied to the cash value of the policy. Our policies permitus to change the rate
of “excessinterest” torespond toeconomic conditions. The policy loansthat we made during 2004, however, were
approximately the same as the rate at which we could invest the same money in bonds.

Forour Company’slifeinsuranceand annuity products to be profitable we need aspread of approximately 200
basis pointsfor thelife productsand 250 basis points for the annuity products. AsImentioned, thisyear we will
beapplying 5% as the excessinterest on new Versatile Life products which we sell. The rate on our Flexible
Premiumannuitiesis4%. Yieldsthat we are obtainingso farin 2005 on new bond purchases are marginal as to
thespread which we need, but ourinvestments madein previousyearsarereturningarateabove that which weare
currently obtaining on new bond purchases. The resultsare covering the spread that we need. Inaddition, we
believe that our credited interest ratesare currently favorably positioned against our competition. Wesubscribe
toaservice which givesusamonthly analysis of the credited interest rates of 23 interestsensitive whole life products
with which we compete, and 188 flexible premium deferred annuitiesand 263 single premium annuities.

Youwillnotealsothatattheend 0of 2004 we were carrying non-admitted assets of $2,385,620 almostall of which
isadeferred tax asset 0of $2,285,705. “Non-admitted assets” are assets which the Company isnotallowed by the
rules of statutory accounting to include asadmitted assets for regulatory purposes. These “non-admitted assets”
include, inaddition to the deferred tax asset, mortgages which are more than three monthsinarrears, commissions
which we have advanced to ouragents (agents’ balancesandloans),and the Company’s furniture, equipmentand
automobiles, other than computer equipment. Asoursalesexpandthelevel of ouragents’ debit balancesusually
grows.

Ourhome office buildingat West 1116 Riversideis profitable. Werenttheentirefirstfloortothe Attorney
General of the State of Washington and occupy the second floor for which we, of course, charge rent to ourselves.
Thebuildingat West 1124 Riversidealsois profitable but we do have some vacant space. Both buildingsare class
A office spaceand we believe some of the most desirable in Spokane because of the view of the Spokane Riverand
Fallsand the close proximity of thedowntownarea. Ourbuildingsarein the Riverside Historic Districtand both
arelisted on the National Register of Historic Places.

A

C.Robégt@gden
President



SALES, PRODUCTS AND INTERNET DEVELOPMENT

Overview of 2004

Expenses were reduced in several areas during 2002 and 2003. The reductionsincluded less direct mail
recruiting of agents, cutting back the work time and salaries of twoRegional Sales Vice Presidentsand canceling
anagency convention planned for April2003. With thingsturningaround, the 2004 salesbudgetincreased toallow
additional direct mail recruitingand add an additional week to the work schedule of Randy Thomas, our northwest
states Regional Sales V.P. Iam pleased to report the 2004 year end results show solid growth in production from

existing and new producers, and impressive sale increasesinall productlines.

Lifeinsurance productsshowed convincing growth in 2004. The Company salesleader continues to be interest-
sensitive whole life, distributed under the trademarked name “Versatile Life.” Versatile Life serves the family
marketand the most popular plansinclude the use of 5-year, 10-year, 15-year or 20-yearlevel term insurance riders
added to the base insured and/or spouse in one policy and also includes coverage on all children in the family as
well. Salesin 2004 of Versatile Life were equallast year in policy count with 259 placed cases, however, faceamount
increased 9% to $14,844,880from $13,669,399 and premium jumped 77% to $401,772 from $226,608. Whole Life
I(WL-1) isatraditional wholelife product, whichissold asan alternative to an interest-sensitive plan (Versatile
Life). The productisusedinboth the family and senior markets. In2004, WL-1 placed cases grew 107% to 93 cases
from45,volume wasup 113% to $5,837,479 from $2,740,954, and premium was 93% greater than 2003, $56,566
vs.$29,252. WholeLife IV (WL-IV) isasimplified issue wholelife product that targets the senior market with issue
agesto85andhasa$25,000 faceamount maximum. In 2004, placed cases grew 50% to 21 cases from 14, volume
wasup 129%t0 $332,500 from $145,000 and premium was 63% greater than 2003, $10,931vs. $6,703. Whole Life
G.B.(WL-GB)isagraded death benefit wholelife product marketed to seniors through age 80, with a $25,000 face
amount maximum. In 2004, placed cases grew 253% to 60 from 17, volume wasup 297% to $1,252,146 from
$315,788 and premium was 322% greater than 2003, $50,266 vs. $11,911. The “Life-Style Term ”level premium term
insurance plansused asriders alsoserve asthe company’sstand alone term insurance product line and includes
anadditional Annual Renewable Term (ART) toage 100 plan. We continue toexploreapreferredunderwriting
classforourterm products, however, they are profitable to the company, offer competitive rates per thousand in
the $25,000t0 $200,000 face amount market,and have had their best successas ridersattached to our Versatile Life
and Whole LifeI permanentinsurance plans. Growth instand alone term plans over 2003 resulted in a44% increase
incases,49vs.34,a30% increase in volume, $8,012,964 vs. $6,186,000,and a 37% increase in premium, $34,381
vs. $25,017.

Theannuity productline has twoflexible premium deferred annuities (FPDAs), four single premium deferred
annuities (SPDAs),and areversionary annuity, accidental death only plan (Care). The flexible premium deferred
annuitiesare designed toallow frequentdeposits forlong term savings goalsfor non-qualified or tax qualified needs.
The plansserve both the family and senior retirementsavings markets. In 2004, FPD A placed cases grew 34% to
205vs. 153, and premium increased 94% to $3,269,332 from $1,686,922. By late April of 2004, NCL had a
substantial increase in SPD A sales. In particular the SPDA-3, which isashortterm annuity, having only athree-
yearsurrender charge. We made thedifficultdecision, guided by our consultingactuary, Tony Hollobon, to halt
salesintwo SPDA plans, the SPDA-3and SPDA-5, effective May 1,2004. The SPDA-5isalsoashorttermannuity,
havingafive-yearsurrender charge period. The four SPDA plansrequireaminimum $5,000 depositand donot

allow additional deposits past the firstyear. The plansattract monies from bank certificates of depositor other
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company SPDA plans. The plansserve the senior retirement market. 2004 sales of SPDAs resulted in 235 cases
and $11,411,827 of premium, vs. 3 casesand $35,457 in 2003. The reversionary annuity,accidental death planor
“Care”isoriented toward the family market. 2004 sales of “Care” resulted in 152 cases and $30,565 of premium,
vs. 10 casesand $2,022in 2003.

Recruitment of Agents/ Current Agents

North CoastLife hasthree Field Vice Presidents who are responsible for recruiting in the states we are
licensedin. Direct mail recruiting increased in 2004 over 2003, however, the Internetisanother outletforattracting
new agents through our Web-site, www.nclife.comand through search engines, such asgoogle. com. Asmentionedin
lastyear'sreport, oureffort toincrease Web-based recruiting has resulted in anoticeable increase in sales in 2004

and will have apositive impactonsales going forward.

Asanexample,earlyin 2004 we received inquiriesabout our company fromanagency in Portland, Oregon,
whofoundusonanInternetsearchforannuity sales. Oursingle premium deferred annuity productlineand our
flexible premium deferred annuity productline were of interest to them. We have developed an excellent
relationship with theagency, which hasthree officesin western Oregon and onein western Washington. Although
their primary interest was in our short term SPD A-3 annuity, they have placed asignificantamount of flexible
premium annuity businessas well, and plan to continue to give usadditional new business in the years ahead,

although notatthelevel we experienced early in 2004.

We continue tosee positive growth inall territories for new agents. Randy Thomas, our Regional V.P. in
the northweststates of Idaho, Montanaand Washington, has seen the greatestincrease of new recruits in 2004.
GordonEastman, Regional V.P.for Hawaiihas moved back to Californiaandis responsible for recruiting in both
Hawaiiand Northern California. He will handle the responsesforadirect mailing planned for the SanJoaquin Valley
inafewmonths, which includes the cities of Bakersfieldand Fresno. Dick Hillier, Senior Field V.P.,isresponsible
forSouthern Californiaand the states of Nevadaand Arizona. Werecently mailedan area of Southern California
forhim, and plantobringhim and Gordon up to the home office in May to discuss general agency topics, new

productdevelopmentandsalesstrategies for 2005.

NCLalso hastwoManaging General Agents, Ken Peterson of Group Employeesand Associates, Salt Lake
City, Utah,and Roger Surban, Citadel Insurance Underwriters, Guam. Both have been steady producersfor many
years. We continue toview Guam asanarea of increasing sales through the recruiting of new agents. Production

grew by over 200% in Guam during 2004.

A “quality not quantity” recruitingapproach has measurably improved the persistency of new business we
currently receive and hashelped to reduce policy lapses. Our recruitmentapproachistoincrease theagentcount
with agents writing a reasonably steady amount of quality business, withoutrelying on afew agents writinga
considerableamount of business that can be subject to poor persistency. We continue to tighten our recruiting
requirementsand every agent applying foracontractis checked for outstanding debit balances with other
companies through Vector One, an online debitaccount reporting company similar in concept to MIB (Medical
Information Bureau). Our currentagentsare givingus good quality, persistent business. We continue to monitor
individual agent persistency through several reports generated monthly for the agency department management

team.



New Products

Pernew laws mandated in 2006, NCL’s annuity productsare in the process of being replaced to permitalower
minimum rate to be credited. We havefiledin Washington stateand received approval for aFlexible Premium
Deferred Annuity (FPDA) plan, which will replace our current FPD A products (FPRA-85and FPRA-II). Wealso
filedin Washington and received approval for twonew SPDAswitha7 yearsurrender charge. One hasamarket
valueadjustmentand the otherabailoutprovision. The two SPDAswill replace our two remaining SPD A products
(SPDA-7 and SPDA-10). The minimum interest rate on the new annuity productsin 2005 will be 2.10%. The
currentinterest rates to be credited will be determined once the products are approved in all states we do business
inand will be determined for new issues based on available new investments.

Wearenotlooking toadd or change our life insurance products in 2005, however, we continue to explore
preferredunderwriting rate classesand plan to have discussions during our sales management spring meeting on
several issues, includinglevel-based commissionsfor our term products.

NCL On-line

Our main Website, www.nclife.com, has over 300 pages of information. Itcurrently receives over 10,000 unique
visitors a month, and includes full web quoting of our life and annuity products complete with printable
illustrations. Throughaclick on “Become an Agent” an agentcan enter their name and contactinformation for
anNCLRegional V.P.toreply to. The NCL Website also provides productinformation and financial information
tothegeneral publicandseveral printable formsfor our policyholders, who can now make premium paymentsusing
theircreditcard.

Toenhance ourweb-basedagent recruiting we currently have over 1,100 top 30 positionsin the 10 major search
engines, including Google.comatno outlay of advertising expense. Thishasbeen achieved by buildingextensive
search engine capabilities through multiple Websites based on the territories we arelicensed to do businessin. This
isour main searchengine tooltoattractnew agents. Herean agentcan enter theirnameand contactinformation

foran NCL Regional V.P.toreply to.

Onlinelead generatorsare designed for the general publicinterested in purchasinglife insurance and/or
annuity products. We continue to progressin thisareatoward the goal of directsales to the public, however, at
this time the sites generate leads based on information provided to be followed-up by alicensed NCL agent ora
home officeemployee. Wearealsodevelopingan interactive agent product training site, which also allows the
downloading of ouragentsoftwareand running productillustrations.

Agency Software with Internet Applications Submission

Ourreporttoyoulastyeardiscussed the new look and vision of our agency software. The main menu guides
theagentto ourproductline by the three markets NCL products target; the families market, the senior marketand
theretirement/savings market. Asanexample, by clicking on families market, yousee the productillustration
menus for our family productline, which is Versatile Life, Life-Style Term, 3 Year Term, and flexible premium
annuities.

We continue toimprove ouragency software, which now allows the submission of all productapplicationsand
supporting documents over the Internet. Thisincludesthe onlineentry ofallapplication questions, illustrations
requirements, supporting formssuchas 1035 exchangesspecific toeachstate, etc., pluselectronicdigital signatures.
Themainagentmenunowincludesagenttraining videosto guide theagent through the use of digital applications,
electroniccheck submission, digital signaturesand the Internet submission manager.
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We continue tomove forward with Web-based projectsin2005. Weare currently working on giving our
Policyholderstheability to view pertinent information about their life insurance and annuity policies online,
throughsecuredaccess. Ouragents wouldalso beincludedin this projecttoallow them to view the underwriting
status of submitted business and paid business new commissions.

RMV@:@%\_
Robert].Ogden

Executive Vice President
SalesandInsurance Operations
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ANALYSIS OF OPERATIONS
AND FINANCIAL STATEMENTS

This discussion and analysis provides an assessment by management of the Company’s current financial
position and results.

Summary:

A markedincrease in premium income, favorable policy experience, and controlled expenses contributed to
strongoperational earnings. However, netincomedeclined 20% from the prior year due to the exhaustion of income
tax loss carryforwardsin prior yearswhich hasled toanincreased income tax burden, and the continuation of the
efforttoreduce below-investment grade securitiesin the investment portfolio.

Balance Sheet:

CapitalandSurplus:

The Company’scapital and surplusincreased $302,497 (5.3%), moving from $5,727,774 at December 31,2003
t0$6,171,449atDecember31,2004. Theincrease resulted partially from the recovery of certain investment holdings
which had previously been carried at market value. Additionally, operational income wasbalanced by reserving
requirements needed torebuild valuation reserves, payments on financial reinsurance, as well as the admission of

certaindeferred tax assets.

Thefollowingdepictsafive-yearhistory of the Company’sstatutory capital, surplus, Asset Valuation Reserve,
andfinancial reinsurance balances:

2004 2003 2002 2001 2000
Capital & Surplus $6,171,449 § 5,727.774  $ 5,256,579 $ 5,685,573 $ 5,998,498
Asset ValuationReserve 656,517 148,763 598,924 1,211,135 894,352
Financial Reinsurance (349,443) (707,924) (1,058,463) (1,410,229) (1,757,151)
NetCapitalization $6,478,518 § 5,168,613 $ 4,797,040 $ 5,486,479 $ 5,135,709
Ratioof Net Capitalization
to Total Assets 5.4% 5.3% 5.2% 6.3% 6.2%

The table generally demonstrates a recovering capitalization from the 2002 decline. Although the net
capitalization showed astrongincreasein 2004, the increase in total assets continues to hold the ratio of net
capitalization to total assetsdown. Asthe Company continuesto rebuilditsasset reservesand reduce the financial
reinsurance, we anticipate the strengthening of this ratio.

Assets:

Bondsheld by the Company haveincreased nearly 30% during the currentyearasaresult of cash flowarising
from strongsales. Because these sales were primarily associated with a short-term product, the Company
restructured the composition of the portfolio to match the cash flowsassociated with the currentin-force business.
While this restructuring caused the Company toinvestin some lower-yield securities which may hold Investment
Income down over the nextcouple of years, the interest corridor needed on specific products was met.
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Preferred stocks declined approximately 17% from the prior yearend, in order to maintain compliance with
state regulatory guidelines.

While the marketvalue of the portfolio hasdeclined somewhat from the prior year, asfollows, it wasexpected
duetotherisinginterest rate environment.

Changein
Unrealized
12/31/04 12/31/03 Gain/(Loss)
Bonds:
Marketvalue $ 88,500,014 $ 65,551,658
Carryingvalue 87,693,286 63,576,485
Unrealized Gain (Loss) 806,728 1,985,173 (1,178,445)
Preferred Stocks:
Marketvalue 9,995,170 12,077,152
Carryingvalue 9,683,809 11,686,728
Unrealized Gain (Loss) 311,361 390,424 (79,063)
Total Unrealized Gain (Loss) $ 1,118,089 2,375,597 $ (1,257,508)

With respect to the quality of the bondsand preferred stock investments, $6.1 million, or 7% of these holdings
are below the National Association of Insurance Commissioner’s (NAIC) “Class 1" and “Class 2" designations of
“Investment Grade”, whichisa32% decline from the prior yearend. Of thisamount, noneareinincluded in
preferred stocks,and only 7% of the total are below NAIC “Class 3". The market value of these investmentsis
approximately $420,000 less than statement value as of December 31,2004. The Company’s Investment
Committee meets quarterly to review all below-investment-grade securities in detail, in addition to other monitoring
activities. Atthistime, Management hasdetermined thatnoadditional writedownsin statement value are
warranted.

Inaccordance with the Company’sInvestmentPolicy,allbond and preferred stock investment purchases must
beinvestment-grade. Accordingly,all of the Company’sholdings of less-than-investment grade securities have
resulted froman erosion of credit quality in the securities after purchase.

Althoughyieldsonthe purchase of new higher-quality investmentsare somewhatlower than historically earned
by the Company, managementnotesthe reductioninyieldisfully offset by thelow general marketinterest rates
which haveallowed the Company to creditlower rates on its product offerings.

Mortgage loansand real estate owned have continued to decline asthe remainder of the Company’s mortgage
portfolio continuesto run off. The remainingloansin the portfolioare well seasoned and low-risk firstlien
residential notes with low loan-to-value ratios.

The Company wasable toadmit$162,536 of deferred tax assets during the year, relating to deferred acquisition
coststhatwill be realized during the nextyear for tax purposes. Thisincrease in admitted assets wasadirectincrease
tothe Company’ssurplusaccount.

Liabilities:
The majority of the Company’sliabilitiesare comprised of Policy Liabilities (97%). Theseliabilitiesincreased

23.0%inthecurrentyear, whichisadirectcorrelation to thestrongsalesrealized during the year.
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The Interest Maintenance Reserve (IMR) increased 73% to $1,731,421. The increase resulted from
approximately $875,0001n realized gains on the sale of IMR-related fixed income securities (generally rated BBB-
orbetterby Standardand Poor’s). The IMR standsatapproximately 1.5% of cashand invested assets. Atthislevel,
management believesthe IMR is marginally adequate toaccountfor the potential interest rate risk associated with
the Company’sbondand preferred stock investments (see earlier discussion of Company assets).

The Company’s Asset Valuation Reserve (AVR) increased from $148,763 10 $656,517. Theincrease resulted
from: 1) $517,0001in realized losses on securities sold; 2) $784,000 in unrealized gains on securities which had either
been previously heldatmarketandnow sold orimprovementin quality of securities which allows them tobe carried
atamortized costrather than marketvalue;and 3) $241,000in mandatory contributions. AtDecember 31,2003,
Managementhad predicted thatapproximately $350,000in mandatory contributions would be required based on
the quality of the portfolio; thelesseramount of $241,000 displays the improvementin quality of the portfoliosince
theprioryear. Managementanticipatesrequired AVR levelsbetween $800,000and $1 million over the nextseveral
years. Theselevelswill require approximate minimum AVR contributions of $300,000 over an estimated two-year
period. Any futuredeclinein creditquality willincrease the required AVR contributions.

Managementacknowledgesthe risk thatthe AVR may notbe adequate toabsorb potential future capital losses.
However, with theimprovementin creditquality of the portfolio, the potential strain on the Company’s Surplus
accountduetorequired contributions hasbeen greatly lessened.

The Company’s Capital and Surplusstandsat $6,171,449. The Company is required to maintain $4.8 million
of Capitaland Surplusinits domiciliary state of Washington. In California, where approximately 38% of the
Company’slife premiumsarederived, the Company isrequired tomaintain $5.0 million of Capital and Surplus. The
currentlevel of Capital and Surplusisstillsomewhat vulnerable to adverse experience from operations, problems
with theinvestment portfolio, contributionstothe AVR, or other non-operatingitemsincludingchangesinnon-
admitted assetsand pay-downsin the Company’sfinancial reinsurance balance. Inaddition, the Company’ssurplus
accountincludesa $400,000 Surplus Note to an affiliate of the Company, which mustbe repaid in 2008.

Results of Operations:

The Company achieved 22004 netgain from operations of $882,389. Strongfirst yearlifeand annuity premium
and investmentincome coupled with moderate policy benefitsincreases and stable general expenses contributed
tothishealthy gain.

Income:

The Company’sgross premium income fromlifeand annuity policiesfor the yearended December 31,2004
wassubstantially higher than the preceding yearasfollows:

Year Ended Year Ended

December31,2004 December31,2003
Firstyearlife premiums $ 652,777 $ 283,396
Renewal life premiums 5,230,777 5,451,550
Annuities 18,036,307 3,020,984
Accident & Health 540,941 2,428
Total gross premiums $ 24,460,802 $ 8,758,358
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Firstyearlifesaleshaveseenareturntoandslightincrease over, sales prior to 2003, when an effort was made
tokeepsalesdown due to the high costsassociated with new business. Renewal premiums have remainedstrong,
withaslightdecreaseasexpected due to the reductionin firstyearsalesin the prioryear. Accidentand health
premiumsareupasaresultof the Company becomingacarrierinacancer medical reimbursement plan. The
Company receivesareinsurance credit for these premiums, which providesaneteffect on the Company’sbooks
of the 10% fronting fee received. The primary cause of the premium increaseisthe annuity sales. The Company
signedanew agency thisyear which began selling our 3and 5-year SPDA productsasaviablealternative to the CD
market,in which they had previously donealarge volume. Itbecame apparent to Management that the volume of
business from these sales could create some surplusstrainsfor the Company, and assuch, the Company ceased sales
ofthese productsshortly thereafter,andis currently in the process of bringing some longer-term productsto the
marketplace toreplace them.

Netinvestmentincome increased 12.4%, which is consistent with the increase in cash and invested assets.

The Company recordedalossof $107,187 in Other Income whichis the receipt of fundsrelating toasettlement
ofaclassactionlawsuitinvolvingabond previously held by the Company. Duringthe prioryear, the Company
had recorded theamountdue tousof $115,425. Actual funds received were only about $8,000.

Expenses:

Expense fromincreasesin policy reservesincreased substantially from $4.4 million to $18.4 million. This
increase reflectstheincreaseinannuity andfirst year life premiums, where most of the costisincurred.

Grossdeath benefitsincreased 15.3% from $754,296 t0 $869,437, while the annual change in claims net of
reservesand ordinary reinsurance wasadecline of7.4%. The general trend of death benefits remains relatively
consistent over the past five-year period. The claim amountsare shown net of policy reserves and ordinary

reinsurance butexclude the effects of financial reinsurance. (The aggregate neteffect of the Company’sfinancial
reinsurance treaty is typically near zero-accordingly, it can be useful to exclude financial reinsurance from items
suchasdeath claimsand surrender benefits tobetter understand the netimpact of such items on the Company’s

netincome):

2004 2003 2002 2001 2000
13 Qtr $ 385368 § 321675 $§ 218396 $§ 153,233 § 207,156
22 Qtr 234,469 275,696 257,331 151,396 267,709
34Qtr 320,975 302,390 166,690 411,624 271,807
4% Qtr 136,974 264,186 436,275 189,462 397,275
Annual Totals $ 1,077,786  $ 1,163,947 § 1,078,692 $§ 905,715 § 1,143,947
% Increase (decrease) (7.4)% 7.9% 19.1% (20.1)% XXXX

Increasesin other policy benefitsand commissions are consistent with the increased sales.

General expensesincreased approximately $243,000, primarily due to administrative costsassociated with the
group accidentand health policy we began writing through a third party administrator. Aswith the financial
reinsurance discussed above, when all components of this plan are combined, the neteffect on the Company’s
financial statementsisthe 10% fronting fee income received, which totaled $53,895 for 2004. Excluding these costs,
general expenses remained consistent with the prioryear.
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The Company’sPremium Loading rosefromanegative $(76,732) toapositive $37,580asaresult of theincrease
infirst-year premium sales.

Interestonreservedepositsincreased fromapproximately $1.8 million to $2.3 million; however these costs net
againstother components of the Company’sreinsurance arrangementsand donotdirectly affect the Company’snet
earnings (see discussion of Death Benefitsabove).

Federal income taxesincurred decreased from $66,159 to $59,230 asaresult of some recoverables on prior year
taxes. With theexhaustion ofall of the Company’soperatingloss carryforwards during the prior year, the Company
expectsitstax burden tosignificantly increase during the nextfew years.

OtherMatters:
Risk Based Capital:

The Company’sRisk Based Capital Ratio (RBC) increased to 429% from the prior-year ratio o£ 395%. The
National Association of Insurance Commissioners (NAIC) sets outlevels of regulatory action beginningat RBC
levelsof 250andlower. The “Company Action Level” appliesto RBC levels of 150% -250%, and requires thata
Company must prepare abusiness plan outlininghow it will reach compliance (i.e. RBClevel above 250%) and the
[Washington State] Commissioner mustapprove the plan.

A.M. BestRating:

DuringFebruary 2005, A.M. Best Company reatfirmed the Company’sFinancial StrengthRatingat C+ +.

Treasurer
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LOOKING AHEAD

Overthelasttwo years we have been rebounding from the effects of the national recession. We believe that
strain on our Company willbeending during thisyearand thatby next year we will be able to restore the quarterly
dividend payments on our preferred stock which we suspendedin the fourth quarter o£2002. As mentionedearlier
inthisreport,andinthe Annual Reportsfor2003 and 2002, during the years of thatfinancial strain we greatly
reduced our Asset Valuation Reserve and Interest Maintenance Reserve which were established to meet just such
contingencies and by the end 0of 2005 those reserves will have been rebuilt. We have replaced investments
throughout our portfolios with better quality securitiesalthough withlower investmentyields. Nevertheless, we
continue to cover the marginsthat we need for the profitability of ourinterest-sensitive life and annuity products.

During 2005 we will again push our recruiting effortsin order to expand our sales. During 2004 salesboth in
lifeand annuitiesresponded well. We will continue to operate in the twelve western states of Arizona, California,
Colorado, Hawaii,Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington and Wyoming. Wealso
operatein Guamand the Commonwealth of the Northern Marianas (principally Saipan just north of Guam). We
expecttoexpand ouragency representation during 2005.

If youhavenotyetvisited our Company’s website at www.nclife.com you will find thatithasbeen updated

extensively. We receive many complimentsabout our website which we expect touseasatool notonly torecruit
new agents butalsoto provideinformationto potential policyholdersand, eventually, to marketsimple insurance
andannuity productsdirectly to the public. Webelieve thatour wholeindustry ismigratingintoan electronic world
whichwillopenalotofdoorsfor our Company. Webelieve that we will be able to continue to haveanactiveagent
forceselling some of our products while selling others to consumersdirectly. We have implemented electronic
processing features designed to make an agent’sjob easier and to speed up policy underwritingand issue.

Duringthe period of national recession the A.M. Best Company, the national insurance-rating service, dropped
ourratingfromB-to C+ + withanegative outlook. That outlook hasnow been raised tostable this year,and we
believe that we are on our way toward getting our rating back into the B range.

Alittle over 30 yearsago we began theuse of “financial reinsurance”, apopular productin the industry, which
allowed ustoreduce the strain on our surplusin writing new business in growing volumes. We built the balance
of financial reinsurance to amaximum of about $4.8 millionin 1992 and in the following year (1993) began to
aggressively pay thatbalance down. Thisyear of 2005 we will pay that balance off.

Forty yearsagothisyearon April 28,1965, our fledgling Company received its Certificate of Authority tosell
lifeinsurance and annuitiesin the state of Washington. We commenced business on May 3, 1965. Since that time
wehaveacquired by statutory mergertwo other small companiesand we have acquired the businessin force of eight
others, thelastfour through the Washington Life and Disability Insurance Guaranty Association. Some of those
companies had themselvesacquired the policies of other companiesso that today we service business originated
by sixteen companies other than our own. We have seen many changesin thisindustry throughoutthose years that
we haveembraced and from which we have profited, notably the introduction of policies giving reduced rates to
non-smokersand theintroduction of interest-sensitive products. We have notembraced some changes,however.
Inparticular, we have notsold “variable” life insurance and annuity productsin which the cash values can be
invested in mutual funds chosen by the policyholder because those products shift the risk of investment off the
shouldersof theinsurance company to thatpolicyholder. Wehavefeltthatmany policyholdersare notsufficiently
knowledgeable tochoose appropriate investmentsand perhaps donotunderstand the additional risk which they
areassuming. Wearenow embracing further changein theindustry asitmovesintodoing business over the World
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Wide Web. Welook forward to the opportunities thatlieahead. We expectan excellentyearin2005. Weare
confident thatourinvestmentsare sound, our products are competitive, and our salesare accelerating.

Toeachagent,employee, officerand member of our Board of Directors,and to each of youas our stockholders,
Iextend my sincere appreciation and thanks.

March 18,2005 o

C.RobertOgd
President
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NORTH COAST LIFE INSURANCE COMPANY
Spokane, Washington

BALANCE SHEET - STATUTORY BASIS

December 31,
ASSETS 2004
(Unaudited)
Ledger and Non-Ledger Assets:
Bonds (market: $88,500,014/%$65,551,397) ...c.evviueererieeieiririeieirneeieeseceeeenene $87,693,287
Preferred stocks: (market: $9,995,170/$12,077,152)... 9,683,809
Mortgages (residential) ... 558,249
Real estate owned (REO) ....cccovueiiiiiririiiiinieieineeiesseseeeets e 43,765
Other invested assets 1,893,338
Policy 10ans and LHENS .........ccoiiuciiiiiiiiiiiicccceeeecce e 14,605,882
Deposits and cash ... 1,303,481
Agents' balances and loans 52,462
Furniture, equipment and autos ..........ccccccceuiiiiiiiniccnnccecceeccceene 44,310
Computer eqUIPMENt ......cccoiviiiiiiiiiii e 13,420
Premiums deferred & uncollected 2,141,785
Investment income due & accrued 1,572,903
Net deferred taX @SSOt ...cuiiui ittt 2,448,241
Amounts receivable:
1,335
88,159
Guaranty Association assessments ... 15,252
Total Ledger and Non-Ledger Assets...........ccccooiicinnicininiccicccceccen, 122,159,678
Non-Admitted Assets included above:
Fixed INCOME INVESTMENTS .....cvooviivieeieeieieeeeeeeeeeee et 0
Mortgages, REO and related ................ 3,143
Agents' balances and loans .................. 52,462
Furniture, equipment and autos 44,310
Deferred taX ASSEL ..iiiiiiieeieieieciecieeeeteeeee ettt ettt nean 2,285,705
SUDLOTAL...cevieieieceeeetee ettt ettt ettt ettt ettt et e et s ne e 2,385,620
NET ADMITTED ASSETS ...ttt eves s evens $119,774,058

LIABILITIES, CAPITAL AND SURPLUS
Policy Liabilities:
POLICY TESEIVES ...t
Claims PaYabIe ......cciiiiiiiii e
Policy dividends & coupons
Premiums paid in advance...............
Other policy liabilities ............c.c......
Total Policy Liabilities .......ccooiiiiiiiiciiiiiiiiiiccecceeccce e
General Liabilities:

Unearned investment iNCOME ...........cccciuiiiiiiiiiniciciricceceeeeceeecceene
Accrued taxes........ccooecccininiccnnenns
Accrued general expenses
Preferred stock dividend payable
Other amounts payable ..o,
Total General Liabilities
TOTAL LIABILITIES .....ooiiiiiiiiiicicciec e

Asset Reserves:
Interest Maintenance RESEIVE ........ccuoovveeveiouiiieieieeeeeeeeeeeeeete et
Asset Valuation Reserve
TOtal ASSEt RESEIVES ...eeoveeeeeeeieeceeeteeteete ettt ettt seere et e ereeasersereeneeneens

Capital & Surplus
Capital SEOCK ..ot
SUTPIUS .
Total Capital & SUIPIUS ......couviiiciiiiicic e

TOTAL LIABILITIES, CAPITAL & SURPLUS ......cccccoviiiiiirecirccneecceeeenes

$109,922,871
148,870
5,000

58,369
146,937
110,282,047

339,030
246,122
81,272

0

266,200
932,624
111,214,671

1,731421
656,517
2,387,938

8,045,062
(1,873,613)
6,171,449

$119,774,058

December 31,

2003

$63,576,486
11,686,728
943,160
123,104
1,800,094
14,077,351
1,820,584
37,750
57,883
13,409
2,207,437
1,292,408
2,337,842

2,959
117,076

9,981

100,104,252

0

1,850
37,750
57,883
2,337,842
2,435,325
$97,668,927

$89,657,200
81,997
5,000
81,061
68,037
89,893,295

337,642
246,385
77,697

0

237,197
898,921
90,792,216

1,000,174
148,763
1,148,937

8,045,062
(2,317,288)
5,727,774

$97,668,927
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NORTH COAST LIFE INSURANCE COMPANY

Spokane, Washington

CONDENSED SUMMARY OF OPERATIONS AND COMPARATIVE REPORT - STATUTORY BASIS
Through December 31, 2004

INCOME:
Gross premium income. . ...t
Lessreinsurance................. .. .ooiiiiiiiiiia. ..
Policy dividends, coupons and supplementary contracts . . .
Investment income & IMR, net ........ ... ... ... . ......
Real estate income, net ............ ... . ...
Reinsurance commissions & reserve adjustments .........
Otherincome ........... ... ... ... ... ... .

Total operatingincome.................. ... ... ... ... ..

OPERATING EXPENSES & RESERVES:
Increases in policy reserves
Policy dividends, coupons and supplementary contracts . . .
Interest and adjust. on policy, deposit and other funds. . . ..
Policy benefits. . ......... ... ... .. i
Commissions
General eXpenses .......... ...
Taxes, licenses & fees. .. ......... ... ..
Premium loading increases/ (decreases)
Interest on reserve deposits .............. . ..l

Total operating expenses & reserves

Net Income/ (Loss) from operations before federal income taxes
Federal Income taxes incurred ...........................

NET GAIN/(LOSS) FROM OPERATIONS . ................

Net Realized capital gains/(losses)........................
Less (Gains)/losses transferred tothe IMR . ................

NETINCOME . ...
Paid ordinarysales ............ ... ... ... . o ool
Inforceatendofyear........... ... .. . L.

Total admitted assets. . ....... ... .. i

2004 2003 2002 2001 2000
24460802 o 8758358 o 921349 . 7,609,039 o 7,047,490
(1,663,766) (1,878,172)  °(1,481,057) * (1,537,403) ° (1,564,840)

65,000 0 285,998 0 126,686
7,069,505 6,288,331 6,598,698 6,304,646 6,372,411
(32,528) (36,446) (36,573) (40,818) 38,303
1,250,226 1,000,664 956,394 1,158,056 1,136,822
(107,187) 115,425 0 0 0
31,042,052 14,248,160 15,536,955 13,493,520 13,156,872
18,400,792 4,359,458 5,085,710 2,891,177 237,667
106,409 98,178 98,096 86,077 153,062
161,308 160,582 151,615 98,848 0
5,052,522 3,959,362 4,171,264 3,991,578 6,577,479
1,267,311 701,819 889,042 792,627 821,690
2,430,452 2,187,142 2,298,799 2,300,401 2,207,954
297,112 305,592 290,725 286,378 295,955

37,580 (76,732) (29,462) 14,899 (66,545)
2,346,946 1,777,992 1,702,162 2,092,882 2,023,788
30,100,432 13,473,394 14,657,502 12,554,867 12,251,051
941,620 774,766 879,453 938,653 905,822

59,230 66,159 613 0 0
882,390 708,607 878,840 938,653 905,822
357,863 (120,076)  (1,062,866) 72,411 (1,971,354)
(874,455) (133,251) (373,695) (177,546) 1,595,230

$ 365798 § 455280 $ (557,721) $ 833,518 $ 529,697
36,292,969 29,385,147 47,098,345 46,862,180 51,440,303
507,958,291 507949274 561,689,874 579,995,639 592,101,003
119774058  $ 97,668,927  $ 92,985,573 $ 87,031,247 83,434,101



SURPLUS ACCOUNT - STATUTORY BASIS

CAPITAL AND SURPLUS DECEMBER 31, PREVIOUS YEAR .......cccccccviinnee

Gain from OPeTations ...ttt
Net Realized capital gains or (10SS€S) ......cccccvviiiiiiiiiniiiiiiiiicces
Less gains to Interest Maintenance Reserve ..o
(Increase)/decrease in Asset Valuation Reserve ..........ccooovvvvvvvivvnnnnennne
(Increase)/decrease in non-admitted mortgages and real estate ...................
(Increase)/decrease in non-admitted other invested assets ...........ccccceeuveenee
Net (increase)/decrease in agents' balances and other............cccocoiiinin.
non-admitted TEeMS .....ccceiuiiiiiiiiiiiic e
(Increase)/decrease in non-admitted deferred tax assets .........ccccovveerinenne
(Increase)/decrease in net unrealized capital gains (losses) .........cccccccceeeuune
Cumulative effect of changes in accounting principles ...,
Dividends paid on Company preferred stock .........cccocoviiiiiiiiiiiciiinnes
Paydown of financial reinsurance balance .......................
Exercise of common stock directed warrants
Recapture of excess depreciation ........c.ccccceeerieieirieieiiiiieieiceeeeseeeeeeeees
Surplus note CONtIIDULION ...c.ovuieiiiiiiii s

CAPITAL AND SURPLUS, CURRENT PERIOD........ccccccviiiiiiiiiiiiiiiiccines

21-

December 31,
2004

$5,727,774

882,389
357,863
(874,455)
(507,754)
1,494
(2,787)

(1,133)
162,536
783,998

0

o

(358,476

o O O

$6,171,449

December 31,
2003

$5,256,578

708,607
(120,076)
(133,251)
450,162
10,672

0

70,492
0
(598,858)
0
0
(350,539)
0
33,987
400,000

$5,727,773
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NorthCoast Life  FORTIETH ANNUAL REPORT

1116 West Riverside Avenue, P.O. Box 1445, Spokane, Washington 99210-1445
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