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Fellow Shareholders,
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chaos that the economy (and even more so the financial services sector)
has suffered, American Savings Life (ASL) has remained a strong per-
former. While multiple other companies have lost value this last year, ASL
has enjoyed another year of record profits.

So how is it that we have fared so well, when over two hundred
large national lending institutions have either closed their doors, filed for
bankruptcy or drastically scaled back their business? And what about the
thousandsf small mortgage companies that have gone out of business as
well? How do we enjoy record profits when financial giants like Merrill
Lynch and Citigroup are having to write Bfflionsof dollars in losses?

The answer is in our business model. As a life insurance company
first and foremost, we maintain a very conservative investment philoso-
phy. So even though we have over eighty percent of our total assets in-
vested in real estate mortgage loans, our loan portfolio is more conserva-
GADGS YR aNBOS&aaAz2y LINRP2F¢ GKIYy Y2ald 20§KSNE
two investment guidelines we follow. First, we make every effort to de-
termine a conservative economic value for a property, often valuing it less
than the appraised value. Second, we only loan a modest percentage of
our determined property value, usually about fifty percent.

So while banks and other lenders are often forced to sell their
foreclosure properties for a loss because they are owed more than the
property is worth, we have not had that problem. Property values would
have to continue to drop all the way to neahglf their recent values be-
fore we would be in that situation. As a result, we have not experienced
an increase in loan defaults and have not had to take a property back
through foreclosure for over two years.

Of course, there is certainly no guarantee this will not change. If

the housing market continues to worsen and/or the commercial real es-

tate market loses significant value, we most likely will experience some

(and perhaps even many) foreclosureslike we did in the wake of the
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In fact, just today as we are writing this letter, Dr. Ben Bernanke,

the Chairman of the Federal Reserve Board, made the following state-

ment to the U.S. Senate in his report on the state of the U.S. economy:
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fected by the difficulties in the housing and credit mar-

kets. Likewise, after growing robustly through much of

2007, nonresidential construction is likely to decelerate

sharplyin coming quarters as business activity slows and

funding becomes harder to obtain, especially for more
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- Fed ChairmaBen S. Bernanke, Feb 27, 2008

It is our expectation that both the residential and commercial real
estate markets will get worse (perhaps much worse) before they get bet-
ter, and that it could be a much longer road to recovery than most econo-
mists are willing to project.

This does not worry us, however. We have weathered difficult
economic times in the past and we have proven that our investment prac-
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In the meantime, we will continue to manage your assets conser-
vativelyt minimizing risks while maintaining attractive returns. Plus, as
we continue to grow the other areas of our business, we will further in-
crease and diversify our sources of income.
This Annual Report is our means of reporting to you on how we
measured up to our mission® C2 NI A F& hdz2NJ C2dzyRFGA2Y FyR Cd
D N2 ¢ dTHisdrission statement was inspired by our Company Founder,
Frihoff Allen, in the conclusion of his 1965 letter to the Company share-
holders:

oThe efforts of management are ¢
further growth and expansion based upon the
frrm foundation now establish
We report in detail on how we measured up to this commitment
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Increased Stock BuBack Price
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back price (for up to one million shares of Company stock) from 67% to
80% of the most recent stock equity value. This increase in the Com-
LI y& Q& ack @ite isotolzprovide increased liquidity to those
shareholders who desire (or in most cases need) to sell their shares. It is
not intended to encourage you to sell your shares.




Indeed, the Board of Directors approved this increase in the buy
back price because we believe the future value of your shares will con-
tinue to increase and provide attractive increasing cash dividends, includ-
ing unrealized gains that are not reflected in the current equity value. We
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Note #3 of the last section of this report (page 16).

We are pleased with our 2007 accomplishments. We generated
solid financial results and delivered greater earnings to shareholders. The
real excitement, however, lies in the coming years as our growth strate-
gies that complement our existing business begin to contribute even
greater shareholder returns. It is this challenge and opportunity that al-
lows us to wake up each morning with excitement toward an even
brighter future of this great Company.

We thank our outstanding employees for their diligent efforts in
creating the success that we shareholders enjoy. We also thank you, our
loyal shareholders, for your continued confidence in our leadership.

Byron Frihoff Allen, President David K. Allen, Chairman

Executive Management Committee

David K. Allen  Byron F. Allen  Robert E. Allen Clark E. Allen
Chairman President V.P., Operations V.P., Real Estat4e



Management 6s Discussion and
Operations & Financial Position

REPORTON HOWWE MEASURERP TO OURMISSIONTC:
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Fortifying Our Foundation- Maintaining a strong balance sheet
while consistently increasing dividends:

1 Strong Balance Sheet:

§ As you can see on page one, our financial strength improved dur-
ing 2007 as we increased total assets by over $1.3 million (6.5%)
and shareholder equity by over $650,000 (4.1%).

§ Throughout the year we maintained an asset mix with an aver-
age 80% of our total assets invested in mortgage loans, which
provide us with exceptional riskdjusted returns. We discuss
this in greater depth on page 7.

§ Our returns are achieved without the use of debt. The only ma-
terial liabilities we have are reserves required for our life insur-
ance products, impound funds for the mortgage loans we service
and funds on deposit with the Company (APD/GIC accounts).

1 Consistently Increasing Dividends:We have increased dividends

eighteen of the last twenty years and maintained our dividend the

two years they did not increase. The Board of Directors have declared

a 24¢ per share dividend for 2008, with 12¢ per share paid on April

8th and 12¢ per share paid on October 14th. This is a 9.1% increase

from last year and will total approximately $1.2 million.
Furthering Our Growth Report on Three Growth Initiatives:
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consider that we have also made considerable strides in our growth initia-
GA@Sa GKIG INB y20 NBFESOUSR Ay (KA&A &SI NR3
brief report on what has transpired during 2007 and what we anticipate
for 2008:

1 Subsidiary mortgage companyAmerican Life Financial Corporation
(ALF), received its Arizona mortgage bankers license in June 2007. We
have expanded our office space to make room for additional employ-
ees as we grow our loan origination business in 2008. Our goal for
l'[C A& G2 FTRR Fy FTRRAGAZ2YIE o2 ANBGGK AY
ings for 2008.




1 Real Estate Investments Together with a real estate investment
group, In March 2007 we closed on the purchase of a large assem-
blage of land in Northern Arizona adjacent to the town of Holbrook.
We have sold 12 of the 15 billboards on our nearly 5,000 acre prop-
erty and we are working diligently to enable the property to be sold
off in smaller pieces to expanding businesses or developers. Even
0K2dz2K Ay@Said2NI RSYFYR F2NJflyR Ay
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to sell it for an attractive gain.

1 Growth of our life insurance businesstn 2007 we worked on devel-
oping a new annuity product, but have not yet established a satisfac-
tory marketing method. We also made an unsuccessful attempt to ac-
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To reestablish growth in our life insurance sales organically, we have
begun to seek additional life insurance/annuity product development
and marketing expertise. We will also continue to look for other life
insurance companies to acquire at an appropriate price.
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ANALYSISF OPERATIONS: HNANCIALPOSITION

LIFE INSURANCE BUSINESS

Our life insurance business had modest growth, with most growth
from an increase in funds in deposit accounts. Here are the highlights of
our life insurance business for 2007:

1 Total funds deposited with the Company in our deposit accounts in-
creased $538,000 (29%). These accounts are our Advance Premium
Deposit (APD) accounts and Guaranteed Interest Contracts (GIC) ac-
counts. These accounts pay very attractive interest rates with a guar-
anteed minimum interest — :
rate of 4.0%. Life Ins Reserves +

Even though 4.0% is ac Deposit Accounts
tually higher than the inter- [JEEEEY

est rate we are earning to- :;:’54‘0 —
day on our cash accountsps
: $3.0 ¢
these products are still prof-
itable to the Company be- Rzl I )
cause we are able to have RSN 1 1 1
large part of these funds in- $0.0

vestted in Iour conservative 2003 2004 2005 2006 2007
mor ns earning an
ortgage loans earning a LIFE INS RESERVES

average of 11.5% interest. B GIC & APD FUNDS ON DEPOSIT




1 Although our total policyholder benefits paid out (death claims plus
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approximately equal to the average we have paid out over the last
five years.

1 We know that insurance benefits paid can fluctuate widely from year
to year, but what is important is that overall, our life insurance busi-
ySaa Aa LINBFAGlIOE SO Ly flragdg &SINRa !yy
good detail how our life insurance business generates hundreds of
thousands of net income each year.

MORTGAGH OAN INVESTMENTS

We were successful again in 2007 at keeping our investment mix
maximized for the highest yield possible by averaging 80% of our total as-
sets invested in real es-

tate mortgage loans Loans % of Total Assets in 2007
throughout the year. 100% 1 :

If our loan 383’; "'[l‘[[l[ll
portfolio were a typical % INE RN
bank or mortgage IR EEEEEE R
company loan portfo- 30% 1 b

X - : 20% +
lio, consisting of high 10%

loan-o-value loans - Jan Mar May Jul Sep Nov
(particularly if most of X P
them were residential Total Loans M Other Assets

loans), this concentra-

tion of assets in mortgage
Loan Portfolio By Loan-To- loans might be a very risky
Value (Company Value) position.

Our total $18 million
loan portfolio, however,
equals a mere 45% of our
original valuation of the
properties securing the loans
and only equals 35% of the
appraised value of these
loans.

For these reasons,
we feel confident continuing




to invest as much of our assets in these mortgage loans as possible, while
maintaining adequate cash reserves.
REALESTATENVESTMENTS

Our Real Estate Department had an extremely productive year in 2007.
Here are the highlights:

1 We closed on the purchase of the 4,700 acre property in Northern Ari-
zona near the town of Holbrook and they are working toward adding
value to the property by preparing it to be sold to investors in smaller
pieces at much higher prices than our purchase price.

1 We sold the Desert Oasis Mobile Home Park for $400,000 in June.
This netted us a capital gain of $65,000.

1 We earned $424,000 in capital gains. The chart below shows the larg
est contributors to these capital gains. $320,000 or 75% of all capital
gains are from the sale of real estate.

1 Capital gains earned from real estate sales contributed 15.4% to our
taxable income.

1  We received $227,000 in interest and $125,000 in recognized capital
gains as we continued to receive payments from the 2004 sale of the
ppn | ONB& OF f t SR8itSo&Heth Arizénd. Nedare 2 TF 2F L
should continue to receive payments through 2011, at which time a
balloon payment of approximately $1.7 million will be due.
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Sun Valley, just outside of Holbrook, Arizona. These loans and con-
tracts for sale have
performed very well Realized Gains

overall. The sale of From Real Estate
these lots has con-

tributed  $130,000
to our 2007 pretax

--

earnings. We still $125,00
have $485,000 in -
outstanding  princi- Jl S igan Fees
pal due, which we 7% a?%"éﬁﬁd
are scheduled to re- B e

ceive over the next
four years.




How We Compare With Our Peers

Some of our shareholders have wondered how their American Savings Life
Ins Co (ASL) shares compare with the industry, in terms of price and per-
formance. We have selected the Life Insurance Industry, the Mortgage
Investment Industry and the overall Financial Sector (excluding foreign
banks) as our peers(Since ASL stock is not traded on a public stock ex-
OKIFIy3Sx2 ¢S dzZaSR UKS /2YLIl yeQa LISNJ
which was $3.31 as of Dec 31, 2007).

The P/E Ratio (Priceto-

Earnings ratio) is a com-
mon measurement used
to compare how expen-
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compared to the com-
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ally, a lower P/E Ratio
indicates a better value.

The Priceto-Book Value

ratio is another common
measurement used to
compare how expensive a
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book value. Generally, a

lower priceto-book ratio
indicates a better value.

The Dividend Yield is
computed by dividing
total annual dividends by
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higher the number, the
higher cash return from
dividends one receives
for the price of the stock.
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