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FinanciaL HiGHLIGHTS

In 2005, GAFRI’s core net operating earnings improved in each of its

continuing lines of business, leading to a 15 percent increase in core operating earnings

per share compared to last year. At both the subsidiary and holding company levels,

we’ve again reached historic highs in aimost every key financial measure.
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Over the last three decades,

the assets of Great American Life
Insurance Company (GALIC) and its
subsidiaries have grown at an annual
compounded rate of more than 20%.
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Since GAFRI's acquisition of GALIC,
GAFR!'s hook value per common share

has grown at an annuaf compounded rate

exceeding 15%.

“excludes unrealized gains on fixed
maturity investments
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Since 2001, statutory premiums have
exceeded $1 billion annuatly.



Selected Financial Data

2005

2004

in miflions, except per share amounts . 2003
Assets $11,922.0 $11,722.0 $10,309.1
Premiums (1) $1,147 .4 $1,0428 $1,136.1
Net Investment Income $557.2 $523.7 $500.1
Net Income (see components of net income below) $69.9 $101.8 $49.7
Components of Net Income
Core net operating earnings from continuing operations
(before significant items below) $65.6 $56.6 $53.6
Gain on sale of hotel 10.7
Significant unlocking charges and write-off of DPAC (19.1) - 9.9
Subtotal 57.2 56.6 43.7
Discontinued operations 19.6 14.5 121
Charge related to former manufacturing operations 6.2) - -
Realized gains (losses) 0.7) 329 6.1)
Accounting change 2.2)
Net Income $69.9 $101.8 $49.7
Diluted EPS (see components of EPS below) $1.47 $2.15 $1.13
Components of EPS
Core net operating eamnings (before significant items below) $1.38 $1.20 $1.22
Gain on sale of hotel 0.22
Significant unfocking charges and write-off of DPAC (0.40) - 0.22)
Subtotal 1.20 1.20 1.00
Discontinued operations 0.41 0.30 0.27
Charge related to former manufacturing operations 0.13) - -
Realized gains (losses} ©.01 0.69 ©.14)
Accounting change - 0.04) -
Net Income - Per Share $1.47 $2.15 $1.13

(1) Excludes GA Life of Puerto Rico
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MESSAGE TO INVESTORS

Dear Fellow Stockholders,

Over the last several years, our message to you has touched on the themes of
strength, growth and integrity. This year we’d like to address all three of these
and demonstrate how, together, they have enhanced the value of your company.

GAFRI continues to strengthen itself in nearly every facet of its business. In 20035,
we again reached record levels in almost every key measure of financial strength,
including stockholders’ equity, assets, revenues, and the capital levels of our
insurance subsidiaries. Our debt-to-capital ratio is at its lowest level ever, and many
of our subsidiaries continue to report record levels of assets, operating earnings,

and premiums.

Through acquisitions and internal growth, GAFRT has expanded its product
offerings and the lines of business in which it operates. In 20035, traditional fixed
annuities accounted for about 60 percent of total premiums compared to virtually
all of our premiums 12 years ago; non-annuity lines now account for more than
25 percent of the Company’s premiums and more than 20 percent of our insurance
subsidiaries’ core pre-tax earnings. This expansion has strengthened and diversified
our earnings sources and helped to ensure continued profitability in the face of
industry cycles. Through new product development and offerings, GAFRI has
strengthened its individual business lines in the face of very competitive markets.
Through strategic IT and expense reduction initiatives, GAFRIT has strengthened its

position as a profitable, low cost, high service provider in the industries we serve.

CGrowth

Last year’s annual report highlighted our focus on growing profits, growing people,
and growing policies, and we’ve again succeeded in these areas. GAFRI’s 2005 core
operating earnings per share were 15 percent higher than those of the previous year.
We continue to emphasize the importance of our employees. In order to maintain
our high level of employee satisfaction, we began several initiatives aimed at
providing training, skill enhancement, and growth opportunities throughout our
organization. Through acquisitions and internal growth, policies in force have
grown to nearly 1 million at December 31, 2005, This is nearly four times the
number of policies in force when GAFRI acquired Great American Life Insurance
Company (GALIC) in 1992,




Over the last 30 years, the assets of our insurance subsidiaries have grown at
an annual compounded rate in excess of 20 percent. Even more important, since
acquiring GALIC in 1992, GAFRI’s book value per common share has grown at

an annual compounded rate exceeding 15 percent.

The results of our focus on strength, growth and integrity are evident. GAFRI’s
common stockholders’ equity is more than eight times the level of our first year in
the insurance industry thirteen years ago. Our debt-to-capital level is significantly
lower than in 2002; over that same period, the statutory adjusted capital at our
insurance companies has increased more than 50 percent. And the Company’s

excess capital and liquidity have never been higher.

U

GAFRI has always been committed to operating with the highest integrity. Our
businesses and competitive advantages have been built on relationships—with our
agents, policyholders, and employees. Integrity and honesty form the cornerstone

of all these relationships and will continue to do so. The products we develop,

the standards we set for sales practices, and the way we interact with each of our
constituencies—all must answer the question we continually ask ourselves: Is GAFRI
a good company to buy from, sell for, work at, and invest in? We think the answer is
yes. The fact that satisfaction surveys of our agents, policvholders, and employees are

well above industry standards reaffirm that GAFRI is a company of choice.

We believe our operating philosophy and financial strength, combined with our
streamlined infrastructure, investment expertise, and highly skilled associates,
provide GAFRI with the necessary platform, skills, and attributes to allow for
significant growth in each of our markets. We have the capacity for significant
growth at very low incremental costs. This, in turn, will help us to achieve

our goals of increasing our returns and maximizing stockholder value.

Thank you for your continued support.

Sincerely,

Ca W olomdbins  $ Caiy fondon,  Cdape
Carr H. LiNDNER S. Craic LINDNER CuarLEs R. ScHEPER
CHAIRMAN OF THE BOARD PRESIDENT AND CHIEF OPERATING OFFICER

CHIEF EXECUTIVE OFFICER
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We remain a leader
in the kindergarten through
high school segment of the

retirement annuity market.
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Financial Resources®, inc.

BUSINESS SUMMARY

Our organization was built on fixed
annuity business, and this remains
our largest line of business. Over the
years we have diversified our offerings
with supplemental insurance and life
products designed to meet other

market needs.

Annuities

Annuities make up our largest product
group, accounting for more than 80
percent of the Company’s assets and
approximately 75 percent of the
Company’s premiums. We continue

to update our traditional fixed annuity
offerings to meet the needs of our target
markets and attract quality agents.

As a result, GAFRDs first-year sales of
flexible premium fixed annuities in the
school segment climbed for the fourth
straight year. In the non-school
segment, GAFRPs sales of annuities
increased by more than 25 percent

over the past year even as the Company
maintained its commission and interest
crediting discipline during a period of
historically low interest rates. This
growth resulted from the reintroduction
of a line of indexed annuities as well as
$100 million of premiums received
from policyholders of a company in
rehabilitation who chose to transfer
their funds to GAFRI.

Supplemental Insurance

and Life Products

Through our operations in Austin,
Texas, United Teacher Associates
Insurance Company (UTA) and Loyal
American Life Insurance Company, we
sell insurance policies to supplement
primary health and other insurance
coverage, as well as long-term care
insurance. These limited benefit
products provide coverage for critical
illness, short-term disability, cancer,
intensive care, accidents, hospital stays,
and long-term care for individuals and
groups. Net supplemental insurance
premiums increased more than

11 percent in 2005 from 2004.

We recently completed the sale of
Great American Life Assurance
Company of Puerto Rico (GA-PR), the
largest in-home service life provider in
Puerto Rico. Our investment in GA-PR
was very profitable and represents
another example of our ability to create
shareholder value through acquisitions.
This sale provides us with significant
capital and liquidity to invest in
GAFRI’s core U.S. operations.

Although GAFRI’s Cincinnati
operations suspended new sales

of term and universal life insurance
products, it continues to accept renewal
premiums on its inforce block of more
than 185,000 policies.



GAFRI has diversified
significantly over the
fast 12 years.

@ 403(b) annuities

O Single premium annuities
O variable annuities

C Indexed annuities

O Life insurance

O Supplemental insurance

Premium Composition Comparison

1993

93%

Total Premiums $403 million

2005
2% 21%
4% ) \
7% ‘ ‘/"‘
/
/
8%
38%

Total Premiums $1.1 billion

. "' A M. Best . Lacation
Companies " Products ] | Rating { Totals
Cincinnati | Great American Life Fixed Annuities A (Excellent) i $10 biffion in assets
Annuity Investors Life Fixed and Variablte Annuities A {Excellent) | $877 million in premiums \
Manhattan National Life Life Insurance A- (Excellent) 575 employses .
Great American Advisors Broker/Dealer ¢ 544,000 policies
Austin | United Teacher Associates Medicare Supplement, Cancer, A- (Excellent) ; $1 billion in assets

Long-term Care and Annuities i $270 million in premiums |

Loyal American Life Supplemental Insurance A (Excellent) 1 235 employses ‘

405,000 policies

Other | GAFRI's real estate operations inciude hotels in Cape Cod, Mass., Whitefield, N.H., and Charleston, S.C., as well as marinas in

Palm Beach Shares, Fla., Georgetown and Stevensville, Md., and Charleston, S.C.

GAFRI is licensed to sell its
products in all 50 states and
the District of Columbia.

2005 ANNuaL RerorT 5
Great American
Financial Resources®, Inc.




Curis MiLiano
EXECUTIVE VICE PRESIDENT
AND CHIEF FINANCIAL OFFICER

W

We expect to continue
generating excess capital and
will continue to invest that
capital in profitable new

business in order to maximize

stockholder returns.

6 2005 ANNuUAL REPORT
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STRENGTH

Financial Strength
The business
environment over the
last five years provided

a real challenge to our
industry. Interest rates dropped and still
remain near generational lows. Business
scandals and failures increased. The
stock market whipsawed. Despite all
this, GAFRI continues to achieve record
levels in almost every key financial
measure. Qur commitment to strength
has resulted in the strongest balance
sheet in the Company’s history, at both
the holding company and our insurance
subsidiaries.

Since the beginning of 2003, our
debt-to-capital ratio has decreased
from 36 percent to 23 percent
(following GAFRT’s first-quarter 2006
debt repurchases). Over the same
period, GAFRIs stockholders’ equity
has risen by nearly 40 percent, and
the statutory adjusted capital of our

insurance subsidiaries has increased

Common
Stockholders’
Equity*
in millions at December 31,
{except as noted)
$1,000
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At December 31, 2005, our common

stockholders’ equity is more than eight times

the level it was when GAFRI first entered the
insurance industry by acquiring GALIC.
“excludes unrealized gains and losses on
fixed maturity investments

A key to GAFRIs success s its strength—
financial strength, people strength, and IT strength.

by more than 50 percent. Our
insurance ratings remain excellent, and

our liquidity has never been higher.

Our goal is to maximize stockholder
value. Achieving appropriate returns
——on acquisitions and new premiums—
is paramount to achieving that goal.
GAFRT’s financial strength and excess
capital provides us with the foundation,
and the flexibility, to do just that.

People Strength

We believe our people are our strongest
asset. When we meet with analysts,
investors, and ratings agencies, a key
focus is the Company’s senior
management. Combined, the top 12
executives of the Company have more
than 250 years of experience in the
Insurance industry, even though their
average age is under 0. Many of

our officers have been affiliated with
GAFRI or its subsidiaries for more than
20 years. At all levels of the Company,
our employees apply their knowledge

and experience to help us compete in

Total Revenues*

in millions year ended December 37,
$1,000
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Internal growth and acquisitions have
resuited in record levels of revenues.
“excludes realized gains (losses)



a changing business environment. Qur
employee satisfaction is well above
industry benchmarks while our
employee turnover ratio is well below
such benchmarks; and our agent and
policyholder satisfaction surveys
confirm what we already knew—that
our service is outstanding, and our

people are great.

IT Strength

None of our achievements would be
possible without a strong technology
base. Over the last five years, we have
successfully engaged in major efforts to
transform our company by improving
efficiency and thereby profitability.

We have completed nearly all of our
systems conversions to a commorn
platform capable of administering
virtually all of our products. Achieving
this has helped us to reduce expenses
while more than doubling our
productivity. As a result, we have the
capacity to grow our business at very

low incremental costs. These cost and

Debt to Capital

at December 31,
{except as noted)
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GAFRI’s ratio of debt to capital has
decreased significantly over recent years.

productivity gains have strengthened
our competitive advantages and will
allow us to continue to pursue
acquisitions and other growth

opportunities.

Future Strength

Over the last 30 years, the assets of our
insurance companies have grown from
less than $30 million to more than

$10 billion, an annual compounded
rate of more than 20 percent. Since
acquiring GALIC at the end of 1992,
GAFRUI’s book value has grown from
about $3.25 per common share to
more than $20 per share, an annual

compounded rate exceeding 15 percent.

We could not have accomplished this
growth without financial strength,
people strength, and systems strength.
As we look to the future, our
commitment to these strengths will

not waitver,

Insurance Subsidiaries
Statutory Capital
& Surplus

in mifions at December 31,
(except as noted)
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Policyholder protection has never
been higher.
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Mixe Pracer
EXECUTIVE VICE PRESIDENT, CHIEF
ACTUARY, AND CHIEF RISK OFFICER

A great infrastructure,

in terms of both systems and
people, leads to lower risks
and costs, as well as increased
productivity and, in turn,
higher profits and

return on equity.

2005 ANNUAL RepoRrT
Great American
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Risk MANAGEMENT & GROWTH

As Chief Actuary and
Chief Risk Officer, my
role is to support our
growth efforts while
ensuring these efforts
result in the appropriate
risk-adjusted returns to our stockholders.

As our results indicate, GAFRI has
achieved financial growth in all major
areas. Assets have risen to nearly

$12 billion, and stockholders’ equity
is approaching the $1 billion mark,
excluding unrealized gains. The only
financial measure that decreased was our
debt-to-capital ratio, which makes for
a stronger company. GAFRI maintains
the strongest financial position in its
history, leading to less risk (and more
opportunity) for our stakeholders, and
providing even greater opportunity for
growing profits and our balance sheet.

Diversification into new products
through organic growth and acquisitions
over the last twelve years has improved
our risk profile by lessening our reliance
on traditional fixed annuities as a sole
source of earnings. Acquisitions also
enable us to strengthen existing markets
by improving our competitive position
and improving economies of scale.

Our successes in acquiring American
Memorial Life Insurance Company,
GA-PR, UTA, Manhattan National Life,
and blocks of business from other
companies are indications that we can
grow profitability and stockholder value
through other channels.

In 2005, we laid a solid foundation
toward achieving our goal of growing
policies. We enhanced many existing
products, launched several new
products, and started examining

new markets. Most significantly, we
re-entered the indexed annuity market.
Industry-wide sales of these annuities
have quadrupled to more than

$27 billion over the last several years,
and the risks inherent in this market
have become manageable and more
consistent with our profile. The indexed
annuity expands our product portfolio
and is expected to increase sales from
our existing producers and help attract
new producers.

Policy growth can come more quickly
through acquisitions. In 2005 we
examined nearly a dozen acquisition
opportunities (closing on one in
January 2006). While some of these
opportunities are ongoing, others

were filtered out for not meeting our
financial, operational, and risk profiles.
GAFRI maintains strong disciplines as
part of its acquisition process, yet speed
to closing is a significant competitive
advantage for us. We can also quickly
convert policies to a single administrative
platform, which reduces operational
risk and improves our cost structure.

We continue to succeed in growing

our people through succession planning,
talent reviews, risk awareness training,
and a personal development plan for
every employee. Qur people maintain
excellent service standards, and their
knowledge, depth, and tenure help
attract quality agents and create
stockholder value. We emphasize

“line of sight” vision, whereby
employees learn our risks and our

key financial and operational goals,
understand their roles in reaching those
goals, and are recognized for achieving
our strategic initiatives.

We invest significant resources in our
people to help achieve our growth goals,
while optimizing the risk and reward
relationship. In the end, an insurance
company’s success will be determined
by its people and not a computer
forecasting model.



As GAFRDI’s General Counsel,

1 participate in the Company’s activities
in the areas of compliance, product
development, marketing, rate setting,
agent and employee conduct and
training, suitability, internal audit,
Sarbanes-Oxley, and financial reporting.
Recent transgressions by several
companies in the insurance and

other industries have resulted in an
environment of heightened oversight
by regulatory bodies, ratings agencies,
audit committees, and analysts.

These changes have brought challenges
to many companies. For them, it
resulted in significant costs as they
struggled to overhaul their infrastructure,
staffing, and procedures. We viewed this
environment as validation of the way

- we have always operated. Integrity in

1,200
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0

every aspect of our business has always
been a major part of the culture

INTEGRITY

The processes and
procedures we have in
place allowed us to avoid
the pitfalls and delays in
financial reporting that
other entities have
encountered. Our “control
environment”—the fundamental
operating philosophy of a company’s
senior management—has provided the
foundation for GAFRI’s business
decisions for years.

We believe that to succeed, and to
achieve growth in value, we must
operate with the highest ethical
standards. Our employees and
producers all understand this. We
believe that as stockholders, you expect
this of us. Our financial statements are
accurate, our standards are extremely
high, and our businesses practices are
consistent with the high standards

at GAFRIL we set.
Supplemental Supplemental
Insurance Pretax Insurance
Productivity Operating Earnings Premiums
in mitlions year gnded in mitlions year ended
December 31, December 31,
J— $30 $300
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This measure depicts policies per
employee, reflecting GAFRI's significant
increase in productivity over the iast
several years.

eamings diversification.

GAFRI's entry into the supplemental insurance lines has led to successful premium and

Marxk MUETHING

EXECUTIVE VICE PRESIDENT
AND GENERAL COUNSEL

With an agile administrative
pla{fbrm, an expanded sales
force, and our financial
flexibility and strength,
we are well equipped for

growth in all our markets.
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Joun Berping

EXECUTIVE VICE PRESIDENT,

[

Chatham Bars Inn,

a luxury resort located in
Cape Cod, is one of
several properties owned
by GAFRI

INVESTMENTS

10 2005 ANNuaL ReporT
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INVESTMENT STRENGTH

Maintaining a high-
quality investment
portfolio that produces
a predictable and stable
stream of investment
income is our principal investment
objective. Our investment strategies
are predicated on our strengths in credit
analysis, comprehensive asset-liability
management techniques, and
maintaining a highly liquid portfolio
that allows us to respond to the
opportunities that exist with changing
market conditions. In structuring our
portfolio, the foremost consideration
is the liabilities that our assets support.
We rigorously test the appropriateness
of our assets with respect to our
liabilities by running simulations

under varying interest rate scenarios.

GAFRI Investment Portfolio

Our ability to match assets and
liabilities appropriately is enhanced

by the credit quality and structural
stability of our invested assets, as well
as the persistent nature of our liabilities.
Fixed income investments—bonds,
policy loans, mortgage loans, and
short-term investments—make up
approximately 97 percent of our

invested assets.

The National Association of Insurance
Commissioners (NAIC) assigns quality
ratings to the fixed income securities
invested in by insurance companies.
According to these ratings, the credit
quality of our portfolio is excellent,
with 94 percent of our insurance
companies’ fixed maturity portfolio

in investment-grade quality securities
{INAIC rating of 1 or 2) at year-end 2005.

at December 31, 2005

in mittions umorﬁzed Cost - Market ’
Corporate obligations $5,509 $5620
Mortgage-hacked securities 2,793 2,768
Government, municipalities and political subdivisions 524 542
Trading securities 272 272
Total fixed maturities 9,098 9,202
Real estate 118 118"
Common and preferred stocks 186 191
Mortgage loans 38 38"
Policy loans 259 259"
Short-term investments 133 133
Total investments $9,832 $9,941

* Market value shown equals amortized cost. GAFRI believes it has significant unrecognized valug in its real estate portfolio.




Our company’s bond portfolio is well
diversified, with limited exposure to the
more cyclical companies and troubled
industries. As of December 31, 2005,
our stock and bond portfolio contains
unrealized gains of nearly $110 million.
The average maturity of our fixed
maturity portfolio is approximately
eight years. Our bond portfolio consists
primarily of corporate bonds, the vast
majority of which are non-callable

prior to maturity.

Great American Financlal Resources
invests predominantly in investment-
grade bonds with relatively little
investment in stocks, real estate,

GAFRTs real estate portfolio, while
relatively small, consists of several
unique properties, including hotels in
Cape Cod, Massachusetts; Whitefield,
New Hampshire; and Charleston,
South Carolina. Our real estate assets
have performed very well in the past,
and are expected to yield excellent
returns for the Company as they
appreciate in value, In October 2003,
GAFRI sold a hotel in Austin, Texas,
for a gross sale price of $53 million
(before fees and expenses); its cost basis
in the hotel at the date of sale was
approximately $22 million. We may
lock to market one or more of our
properties as opportunities present

themselves.

@ Bonds (includes cash and short-term)
C Policy Loans
O Real Estate and Mortgage Loans

or mortgages. C Stocks and Other Invested Assets

Great American
Financial Resources
Investment Portfolio

2005 at December 31,
2% 2% 2%

94%

Life Insurance Industry
Investment Portfolio

2005 at September 30,

6%

10%

81%

M

The quality of GAFRIs
investment portfolio is at
the highest level in the
Companys bistory.

2005 ANNUAL REPORT 1
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Consolidated Balance Sheet

|

December 31,
doliars in miliions 2005 J 2004
Assets
Investments:
Fixed maturities:
Available-for-sale - at market (@mortized cost - $8,825.9 and $8,383.2) $8,930.1 $8,700.1
Trading securities - at market 27119 292.2
Equity securities - at market (cost - $185.7 and $134.1) 1914 159.2
Mortgage loans on real estate 38.4 22.4
Real estate 118.3 108.8
‘ Policy loans 258.7 250.2
‘ Short-term investments 132.6 145.7
Total investments 9,941.4 9,678.6
Cash 21.7 245
Accrued investment income 117.6 1156
Unamortized insurance acquisition costs 835.9 841.2
Reinsurance recoverable 257.3 3276
Other assets 104.6 1145
j Variable annuity assets (separate accounts) 6435 620.0
| $11,922.0 $11,722.0
|
| Liabilities and Capital
Annuity benefits accumulated $8,417.3 $8,132.1
Unearned revenue 118.2 1104
Life, accident and health reserves 1,088.0 1,022.0
Notes payable 299.8 300.0
Payable to subsidiary trusts 42.0 62.8
Payable to affiliates, net 119.9 1153
Deferred taxes on unrealized gains 31.0 98.9
Accounts payable, accrued expenses and other liabilities 155.6 1914
Variable annuity liabilities (separate accounts) 643.5 620.0
Total liabilities 10,915.3 10,652.9
Stockholders' Equity:
Commaon Stock, $1 par value
- 100,000,000 shares authorized
- 47,256,092 and 47,062,384 shares outstanding 47.3 471
Capital surplus 409.0 407 1
Retained earnings 489.2 424.0
Unrealized gains on marketable securities, net 61.2 190.9
Total stockholders' equity 1,006.7 1,069.1
: $11,922.0 $11,722.0

12 2005 ANNuaL REPORT
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Consolidated Income Statement

Year ended December 317,
in millions, except per share amounts 2005 | { 2004 J 2003 ‘ “
Revenues: ;
Net investment income $557.2 $523.7 $500.1 |
Life, accident and health premiums (a) 296.4 280.6 265.9
Realized gains (losses) on: |
Investments () 0.7 55.9 9.9 |
Goodwill impairment - {4.0) - ‘
Retirement of subsidiary trust debt (1.8) (1.3) - ‘
Other income (¢} 135.6 108.3 87.0
Total revenues 988.1 963.2 843.6
Benefits and Expenses:
Benefits to policyholders (d) 588.2 5441 511.5
Insurance acquisition expenses (€) 133.3 99.2 103.4
Interest and other financing expenses 28.4 27.4 249
QOther expenses (f) 162.1 1553 1469 |
Total benefits and expenses 912.0 826.0 786.7 1
Operating earnings before income taxes 76.1 137.2 56.9
Refated income taxes 25.8 477 193
Income from continuing operations 50.3 89.5 3786
Discontinued operations 19.6 14.5 124
Cumulative effect of accounting change (g} - 2.2)
Net Income $69.9 $101.8 $49.7
Average commaon shares outstanding - diluted 47.6 473 438
Diluted earnings per share data:
Continuing operations $1.06 $1.89 $0.86
Discontinued operations 0.41 0.30 027
Cumulative effect of accounting change (g) - (0.04) -
Diluted net income per common share $1.47 $2.15 $1.13

@
)
{©) Includes $16.5 million gain on the sale of a hotel in 2005.
d

) Far GAAP purposes, annuity premiums are accounted for as depasits rather than ravenues.
) 2004 reflects primarily GAFRI's gain on its investment in Provident Financial Group resulting from its merger with National City.
)

) Includes unlocking charge of $11.5 million in 2005 and a favorable unlocking benefit of $4.5 million in 2003 related to the unlocking of actuarial assumptions.
(€) Includes charges of $17.9 million in 2005 and $18.7 million in 2003 related to mortality experience and/or unlocking of actuarial assumptions.

{f Includes $9.5 million charge refated to former manufacturing operations in 2005,

(g) Reflects the 2004 implementation of an accounting change refated to long duration contracts mandated by Statement of Position 03-1.
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CarL H. LINDNER
CHAIRMAN

S. Craic LINDNER
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Subsidiaries of Great American Financial Resources®

Great American Life Insurance Company®
Annuity Investors Life Insurance Company®
United Teacher Associates Insurance Company
Loyal American Life Insurance Company®

Manhattan National Life Insurance Company

Great American Advisors® is a full-service broker/dealer that
supports our sales efforts, including distribution of our

insurance products through financial institutions.

Products and Services
For more information about the products and services offered by

GAFRI companies, please visit www.gafri.com. Or call:

403({b}/Retirement Annuities—Fixed and Variable
1-800-789-6771, ext. 11401

Single Premium Annuities

1-800-438-3398, ext. 17197

Long-Term Care, Supplemental Health, and Life Insurance
1-800-880-8824, ext. 1401

Broker/Dealer and Investment Advisory Services
1-800-216-3354

www.gafri.com

Great American Financial Resources and subsidiaries are equal
opportunity employers. Our company is a member of the
American Financial Group family of companies.
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Financial Resources?, Inc.

"INVESTOR INFORMATION

Please contact us with your reciuests
using these addresses
or phone and fax numbers:

Regarding securities:

Great American Financial Resources, Inc.

c/o American Stock Transfer & Trust Company
59 Maiden Lane

New York, NY 10038

Toll-free: 1-866-668-6550

www.amstock.com

Regarding the 10-K

and additional information:

Great American Financial Resources, Inc.
c/o General Counsel

P.O. Box 120

Cincinnati, OH 45201-0120

Phone: 1-513-333-5300

Fax: 1-513-357-3397

2005 ANNvAL ReporT

Share Certificates

Certificates representing shares of Common Stock
of Sprague Technologies, Inc., STI Group, Inc.,

or American Annuity Group, Inc., automatically
represent the same number of shares of Great
American Financial Resources, Inc. Therefore,
stockholders are not required to exchange their

existing certificates.

Duplicate Mailings

Please call or write to us at either of the
addresses at left if you wish to eliminate
duplicate mailings of this report or other

materials from our company.



Annual Stockholders Meeting

The Annual Stockholders Meeting is
scheduled to be held on May 18, 2006,

at 11:00 a.m. Eastern Daylight Time at
The Cincinnatian Hotel in Cincinnati,
Ohio. Audited Financial Statements, Notes
to Consolidated Financial Statements, and
Management’s Discussion and Analysis
are included in a separate document being

mailed simultaneously to stockholders.

Find additional information on our

organization at http://www.gafri.com.

Stock Market Data

Great American Financial Resources
Common Stock is listed and traded
principally on the New York Stock Exchange
(NYSE) under the symbol GFR. On
February 1, 2006, approximately 4,350
holders of record owned our shares.

The following table sets forth the range of high and low sales prices
for the Company’s Common Stock on the NYSE Composite Tape:

| 2005 i 2004
High Low High Low
First quarter  $17.60 $15.18 $17.25 $15.32
Second quarter  20.86 14.79 16.42 14.08
Third quarter 22.34 18.15 16.60 14,53
Fourth quarter  22.20 18.15 17.75 14.82

The Company paid annual dividends of $0.10 per share In 2005
and in 2004,

GAFRI has included as Exhibit 31 to its
Annual Report on Form 10-K for fiscal year
2005 filed with the Securities and Exchange
Commission, certificates of GAFRDs Chief
Executive Officer and Chief Financial Officer
certifying the quality of the Company’s public
disclosure. GAFRI’s Chief Executive Officer
has also submitted to the NYSE a certificate
certifying that he is not aware of any
violations by GAFRI of the NYSE corporate

governance listing standards.
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FORWARD-LOOKING STATEMENTS

This Form 10-K, chiefly in Items 1, 3, 5, 7 and 8, contains certain forward-looking
statements that are subject to numerous assumptions, risks or uncertainties. The Private
Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking
statements. Some of the forward-looking statements can be identified by the use of forward-
looking words such as "anticipates™, "believes", "expects", "estimates", "intends", "plans",
"seeks", "could", "may", "should", "will", or the negative version of those words or other
comparable terminology. Such forward-looking statements relate to: expectations concerning
market and other conditions and their effect on future premiums, revenues, earning and:
investment activities; recoverability of asset values; mortality and the adequacy of reserves
for environmental pollution.

Actual results could differ materially from those contained in or implied by such forward-
looking statements for a variety of factors including:

e changes in economic conditions, including interest rates, performance
of securities markets, and the availability of capital;

e trends in persistency, mortality and morbidity;

e regulatory actions;

e changes in regulatory and legal environments;

¢ tax law changes;

e changes in laws governing retirement savings vehicles;

e cost of environmental clean-up at former manufacturing sites operated
by the Company's predecessor;

e availability of reinsurance and ability of reinsurers to pay their obligations;

e competitive pressures; and

e changes in debt and claims paying ratings.

Forward-looking statements included in this Form 10-K are made only as of the date of this
report and under Section 27A of The Securities Act and Section 21E of the Exchange Act; we do
not have any obligation to update any forward-looking statement to reflect subsequent events
or circumstances.




PART I
ITEM1
Business
Please refer to "Forward-Looking Statements” following the index in front of this Form 10-K.

introduction

Great American Financial Resources, Inc. ("GAFRI" or "the Company"), which was incorporated
as a Delaware corporation in 1987, is an 82%-owned subsidiary of American Financial Group,
Inc. ("AFG"). GAFRI is a holding company that markets retirement products, primarily fixed

and variable annuities, and various forms of supplemental insurance through its subsidiaries
listed below. GAFRI and its insurance subsidiaries employed approximately 815 people
(primarily in Cincinnati, Ohio and Austin, Texas) as of February 1, 2006. SEC filings, news
releases, GAFRI's Code of Ethics applicable to directors, officers and employees and other
information may be accessed free of charge through GAFRI's Internet site at: www.gafri.com.
Information on GAFRI's Internet site is not part of this Form 10-K.

GAFRI's primary insurance subsidiaries include Great American Life Insurance Company
("GALIC"), Annuity Investors Life Insurance Company ("AILIC"), Loyal American Life Insurance
Company and United Teacher Associates Insurance Company ("UTA"). All of these companies sell
their products through independent producers.

Following is certain information concerning these subsidiaries (dollars in millions).

Year AM Best GAAP Y Statutory Policies
Company  Acquired Rating Headquarters Asgsets Equity Capital Premiums in Force  Principal Products
GALIC 1992 A (Excellent) Cincinnati, OH $8,809 $1,211 $723 3669 395,000 Fixed and indexed annuities
AILIC 1994 A (Excellent) Cincinnati, OH $1,498 $ 109 $45 $208 79,000 Fixed, variable annuities
UTA 1999  A-(Excellent) Austin, TX $ 598 $ 133 $ 66 $232 220,000 Supplemental insurance
LOYAL 1995 A (Excellent) Austin, TX $ 514 $ 63 $ 46 $38 185,000 Supplemental insurance

(1) As reported in accordance with Generally Accepted Accounting Principles; excludes
unrealized gains on fixed maturity investments.

(2) As reported in accordance with Statutory Accounting Principles; capital includes Asset
Valuation Reserves; premiums are shown net of reinsurance.

Statutory premiums over the last three years were as follows (in millions):

Premiums

2005 2004 2003

Traditional single premium fixed annuities $ 437 $ 401 $ 526
403 (b) fixed annuities 242 255 213
Variable annuities 92 105 122
Indexed-annuities 78 6 7
Supplemental insurance 254 229 218
Life insurance 44 47 50
Total $1,147 $1,043 $1,136

Sale of Subsidiary In January 2006, GAFRI sold its subsidiary, Great American Life Assurance

Company of Puerto Rico ("GA-PR"). See "Discontinued Operations ~ Puerto Rican Insurance
Subsidiary". The tables above exclude information on GA-PR.

Annuities

GAFRI's principal products are Flexible Premium Deferred Annuities ("FPDAs") and Single
Premium Deferred Annuities ("SPDAs"). Annuities are long-term retirement savings instruments
that benefit from income accruing on a tax-deferred basis. The issuer of the annuity

collects premiums, credits interest or earnings on the policy and pays out a benefit upon
death, surrender or annuitization. FPDAs are characterized by premium payments that are
flexible in both amount and timing as determined by the policyholder and generally made
through payroll deductions. SPDAs are generally issued in exchange for a one-time lump-sum
premium payment.

Annuity contracts are generally classified as either fixed rate (including indexed) or
variable. With a traditional fixed rate annuity, the Company seeks to maintain a desired

1



spread between the yield on its investment portfolio and the rate it credits. GAFRI
accomplishes this by: (i) offering crediting rates that it has the option to change after any
initial guarantee period (subject to minimum interest rate guarantees); (ii) designing
annuity products that encourage persistency and (iii) maintaining an appropriate matching of
assets and liabilities.

In addition to traditional fixed rate annuities, GAFRI offers indexed annuities and variable
annuities. An indexed annuity provides pclicyholders with a c¢rediting rate tied, in part, to
the performance of an existing market index while protecting against the related downside
risk through a guarantee of principal (excluding surrender charges). GAFRI purchases call
options designed to offset substantially all of the increases in the liabilities associated
with indexed annuities.

With a variable annuity, the earnings credited to the policy vary based on the investment
results of the underlying investment options chosen by the policyholder, generally without
any guarantee of principal except in the case of death of the insured annuitant. Premiums
directed to the underlying investiment options maintained in separate accounts are invested in
funds managed by various independent investment managers. GAFRI earns a fee on amounts
deposited into separate accounts. Subject to contractual provisions, policyholders may also
choose to direct all or a portion of their premiums to various fixed rate options, in which
case GAFRI earns a spread on amounts deposited.

The majority of GAFRI's flexible premium deferred annuities are sold in the qualified markets
under sections 403(k), 457 and 401 (k) of the Internal Revenue Code. In the 403 (k) and 457
markets, schools, government agencies and certain other not-for-profit organizations may
allow employees to save for retirement through contributions made on a before-tax basis.
GAFRI's 403 (b) operations sell annuities primarily to teachers in the kindergarten through
twelfth grade (K-12) market. According to the Bureau of Labor Statistics, the K-12 teacher
market will be the fastest growing job segment in the country through the year 2012. 1In the
401 (k) market, both for-profit and not-for-profit organizations may establish qualified
retirement plans where employees are eligible to save for retirement through contributions
made primarily on a before-tax basis. For federal income tax purposes, before-tax
contributions and earnings are not included in the employee's taxable income until amounts
are withdrawn.

GAFRI sells its fixed rate annuities primarily through a network of 165 managing general
agents ("MGAs") who, in turn, direct approximately 1,650 actively producing independent
agents. The top 15 MGAs accounted for approximately two-thirds of GAFRI's fixed rate annuity
premiums in 2005. No one MGA represented more than 15% of total fixed annuity premiums in
2005.

The Company offers its variable annuity as an ancillary product solely through its 403(b) and
401 (k) sales channels. Nearly one-half of GAFRI's variable annuity sales in 2005 were made
through the Company's wholly-owned subsidiary, Great American Advisors, Inc. ("GAA"). GAA is
a broker/dealer licensed in all 50 states to sell stocks, bonds, options, mutual funds and
variable insurance contracts through independent representatives and financial institutions.
GRAA also acts as the principal underwriter and distributor for the Company's variable annuity
products.

GAFRI is licensed to sell its fixed annuity products in all 50 states; it is licensed to sell
its variable products in all states except New York and Vermont. In 2005, no individual
state accounted for more than 10% of GAFRI's annuity premiums other than California (16%),
Washington (13%) and Texas (10%). At December 31, 2005, GAFRI had approximately 370,000
annuity policies in force.

For additional information on GAFRI's annuity operations, see Items 7 and 7A and Note E to
the Financial Statements.

Supplemental Insurance

UTA offers a variety of supplemental insurance products and annuities through independent
agents. UTA's principal health products include coverage for Medicare supplement, cancer and
long-term care. UTA utilizes endorsements from various state retired teachers associations
to sell some of its products.

Loyal American Life Insurance Company offers a variety of supplemental health and life
products. The principal products sold by Loyal include cancer, accidental injury, short-term
disability and hospital indemnity. Together, UTA and Loyal employ more than 230 people in
Austin.




For additional information on GAFRI's Supplemental Insurance Operations, see Item 7 and Note
E to the Financial Statements.

Life Operations
Although GALIC's life division no longer issues new life insurance policies, it continues to

service and accept renewal premiums on its in-force block of approximately 185,000 policies
and $32 billion gross ($10 billion net) of life insurance in force.

Discontinued Puerto Rican Insurance Operations

In December 2005, GAFRI announced it had reached an agreement to sell its subsidiary, GA-PR,
to Triple-S Management Corporation, also of Puerto Rico, for $37.5 million in cash. The sale
was completed in January 2006. During 2005, GAFRI received dividends from GA-PR totaling
$100 million. GAFRI acquired GA-PR in 1997 for approximately $50 million. There was no
material after-tax gain or loss on the sale. For additional information on GA-PR, see Note C
to the Financial Statements.

Former Manufacturing Operations

The Company's balance sheet includes a liability of approximately $15 million at December 31,
2005 for the estimated future costs of environmental clean-up activities at certain sites
from the Company's former manufacturing operations as well as third-party sites. See Note N
to the Financial Statements.

Investments
Investments comprise almost 90% of the Company's assets (excluding variable annuity separate

account assets) and are the principal source of income. See Items 7 and 7A and Note F to the
Financial Statements for more information on the Company's investment portfolio.

Competition

The Company's principal insurance subsidiaries ("Insurance Companies") operate in highly
competitive markets. They compete with other insurers and financial institutions based on

many factors, including: (1) ratings; (ii) financial strength; (iii) reputation; (iv) service
to policyholders and agents; (v) product design (including interest rates credited and
premium rates charged); (vi) commissions; and (vii) number of school districts in which a
company has approval to sell. Since policies are marketed and distributed primarily through

independent agents, the Insurance Companies must also compete for agents.

No single insurer dominates the markets in which the Insurance Companies compete.

Competitors include: (i) individual insurers and insurance groups; (ii) mutual funds; and
(iii) other financial institutions. In a broader sense, GAFRI's Insurance Companies compete
for retirement savings with a variety of financial institutions offering a full range of
financial services. Financial institutions have demonstrated a growing interest in marketing
investment and savings products other than traditional deposit accounts.

Sales of annuities, including renewal premiums, are affected by many factors, including: (i)
competitive annuity products and rates; (ii) the general level and volatility of interest
rates, and the shape of the yield curve; (iii) the favorable tax treatment of annuities; (iv)
commissions paid to agents; (v) services offered; (vi) ratings from independent insurance
rating agencies; (vii) other alternative investments; (viii) performance of the equity
markets; (ix) media coverage of annuities; (x) regulatory developments regarding suitability
and the sales process; and (xi) general economic conditions.

Regulation

The Insurance Companies are subject to comprehensive regulation under the insurance laws of
their states of domicile and the other states in which they operate. These laws, in general,
require approval of the particular insurance regulators prior to certain actions such as the
payment of dividends in excess of statutory limitations, (see Footnote O to the Financial
Statements), continuing service arrangements with affiliates and certain other transactions.
Regulation and supervision are administered by a state insurance commissioner who has broad
statutory powers with respect to granting and revoking licenses, approving forms of insurance
contracts and determining types and amounts of business that may be conducted in light of the
financial strength and size of the particular company.



State insurance departments periodically examine the business and accounts of the Insurance
Companies and regquire such companies to submit detailed annual financial statements prepared
in accordance with statutory requirements. State insurance laws also regulate the character
of each insurance company's investments, reinsurance and security deposits.

Many of the Company's other subsidiaries are subject to regulation by various state, federal
and other regulatory authorities. Insurance agency subsidiaries are regulated by state
insurance departments. GAA is subject to the rules of the Securities and Exchange
Commission, the National Association of Securities Dealers, Inc. and the securities laws of
the states in which it transacts business. AILIC's variable separate accounts and variable
annuity products are subject to the rules and regulations of the Securities and Exchange
Commission. In addition, AILIC's variable annuity products are subject to the "Blue Sky"
laws of the states in which its products are sold.

The regulatory framework under which the Insurance Companies operate continues to evolve.
One of the National Association of Insurance Commissioner's ("NAIC") major roles is to -
develop model laws and regulations affecting insurance company operations and encourage
uniform regulation through the adoption of such model laws in all states. As part of the
overall insurance regulatory process, the NAIC forms numerous task forces to review, analyze
and recommend changes to & variety of areas affecting both the operating and financial
aspects of insurance compenies.

Uncertainties

GAFRI's businesses are subject to various uncertainties, including regulatory,
legislative, environmental and tax law developments. While it is not possible to predict
what changes will come in these areas, some could possibly have a material impact on
GAFRI and its businesses. See "Item 1A" below and "Item 7 - Uncertainties."

ITEM 1A
Risk Factors

Following is a discussion of the most significant risk factors to investors in GAFRI
securities.

Intense competition could adversely affect GAFRI's profitability. GAFRI's Insurance Companies compete with
individual insurers and insurance groups, mutual funds and other financial institutions.

Some of GAFRI's competitors have more capital and greater resources than GAFRI, and may offer
a broader range of products and lower prices than GAFRI offers. If competition limits
GAFRI's ability to write new or renewal business at adequate rates, its results of operations
could be adversely affected.

GAFRI's premiums could be negatively affected if it is not able to attract and retain independent agents. GAFRI's
reliance on the independent agency market makes it vulnerable to a reduction in the amount of
business written by agents. Many of GAFRI's competitors also rely significantly on the
independent agency market. Accordingly, GAFRI must compete with other insurance carriers for
independent agents' business. Some of its competitors offer a wider variety of products,
lower price for insurance coverage or higher commissions. Loss of a substantial portion of
the business that GAFRI writes through independent agents could adversely affect GAFRI's
premiums and profitability.

GAFRI is subject to comprehensive regulation and its ability to earn profits may be restricted by these regulations.
GAFRI is subject to comprehensive regulation by government agencies in the states where its
insurance company subsidiaries are domiciled and where these subsidiaries issue policies and
handle claims. GAFRI must obtain prior approval for certain corporate actions. The
regulations may limit GAFRI's ability to obtain rate increases or to take other actions
designed to increase GAFRI's profitability.

There can be no assurance that existing insurance-related laws and regulations will not.
become more restrictive in the future or that new restrictive laws will not be enacted and,
therefore, it is not possible to predict the potential effects of these laws and regulations.
The costs of compliance or the failure to comply with existing or future regulations could
harm GAFRI's financial results and its reputation with customers. See "Item 1 - Regulation”
and "Item 7 - Uncertainties"” for further discussion. '




As a holding company, GAFRI is dependent on the results of operations of its insurance company subsidiaries to meet its
obligations and pay future dividends. GAFRI is a hoclding company and a legal entity separate and
distinct from its insurance company subsidiaries. As a holding company without significant
operations of its own, GAFRI's principal sources of funds are dividends and other distributions
from its insurance company subsidiaries. As discussed in "Item 1l-Regulation”, state insurance
laws limit the ability of insurance companies to pay dividends or other distributions and
require insurance companies to maintain specified levels of statutory capital and surplus.
GAFRI's rights to participate in any distribution of assets of its insurance company
subsidiaries are subject to prior claims of policyholders and creditors (except to the extent
that its rights, if any, as a creditor are recognized). Consequently, GAFRI's ability to pay
debts, expenses and cash dividends to its shareholders may be limited.

GAFRI's failure to maintain a commercially acceptable insurance financial strength rating could negatively affect its
ability to compete successfully. As discussed under "Management's Discussion and Analysis -

Independent Ratings," financial strength ratings are an important factor in establishing the
competitive position of insurance companies and may be expected to have an effect on an
insurance company's sales. A downgrade in GAFRI's insurers' claims-paying and financial

strength ratings could significantly reduce GAFRI's business volumes, adversely impact
GAFRI's ability to access the capital markets and increase GAFRI's borrowing costs.

Variations from the actuarial assumptions used to establish certain assets and liabilities in GAFRI's annuity and
supplemental insurance business could negatively impact GAFRI's financial results. The earnings on certain
products sold by GAFRI's annuity, supplemental insurance and run-off life businesses depend
significantly upon the extent to which actual experience is consistent with the assumptions
used in setting reserves and establishing and amortizing deferred policy acquisition costs
("DPAC"). These assumptions relate to investment yields (and spreads over fixed annuity
crediting rates), mortality, surrenders, annuitizations and, on some policies, morbidity.
Developing such assumptions is complex and involves information obtained from company-
specific and industry-wide data, as well as general economic information. These assumptions,
and therefore GAFRI's results of operations, could be negatively impacted by changes in any
of the factors listed above. For example, GAFRI recorded pretax non-cash charges in 2005 of
(i) $15.8 million to DPAC and annuity liabilities due primarily to the negative effect of
lower interest rates on expected future profits of its fixed annuity operations and (ii)
$13.6 million due to an unexpected increase in mortality in its run-off life operations.

Adverse securities market conditions can have significant negative effects on GAFRI's investment portfolio.
GAFRI's results of operations depend in part on the performance of its invested assets. As
of December 31, 2005, 93% of GAFRI's investment portfclio was invested in fixed maturity
securities and 2% in equity securities. Certain risks are inherent in connection with fixed
maturity securities including loss upon default and price volatility in reaction to changes
in interest rates and general market factors. See Item 7A, "Quantitative and Qualitative
Disclosures About Market Risk - Fixed Maturity Portfolio.™"

GAFRI cannot predict whether and the extent to which industry sectors in which it maintains
investments may suffer losses as a result of potential decreased commercial and economic
activity, or how any such decrease might impact the stock price of companies within the
affected industry sector