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EXPLANATORY NOTE

        This Amendment No. 1 on Form 10-K/A is being filed with respect to our Annual Report on Form 10-K for the fiscal year ended
December 31, 2004, filed with the Securities and Exchange Commission on March 14, 2005. This Amendment No. 1 includes "Management's
Annual Report on Internal Control over Financial Reporting" required by Item 308(a) of Regulation S-K and the related "Attestation Report of
our Independent Registered Public Accounting Firm" required by Item 308(b) of Regulation S-K. This Amendment No. 1 does not contain
updates to reflect any events occurring after the original March 14, 2005 filing of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2004. All information contained in this Amendment No. 1 is subject to updating and supplementing as provided in our reports
filed with the Securities and Exchange Commission, as may be amended, for periods subsequent to the date of the original filing of the Annual
Report on Form 10-K.

PART I

ITEM 1.    BUSINESS

Introduction

        We were formed on December 15, 1995 to develop, market, issue and administer annuities and life insurance. We are a full service
underwriter of a broad array of annuity and insurance products. Our business consists primarily of the sale of fixed rate and index annuities and,
accordingly, we have only one business segment. Our business strategy is to focus on our annuity business and earn predicable returns by
managing investment spreads and investment risk. We are currently licensed to sell our products in 48 states and the District of Columbia.

        On December 9, 2003, we completed an initial public offering of 18,700,000 shares of our common stock at a price of $9.00 per share.
Pursuant to the over-allotment option granted to the underwriters in the offering, the underwriters purchased an additional 2,000,000 shares on
December 29, 2003 and an additional 805,000 shares on January 7, 2004, which fully exercised the over-allotment option. The proceeds from
our initial public offering (including proceeds from shares issued pursuant to the over-allotment option), net of the underwriting discount and
expenses, were approximately $178.0 million.

        Investor related information, including periodic reports filed on Forms 10-K, 10-Q and 8-K and all amendments to such reports may be
found on our internet website at www.american-equity.com as soon as reasonably practicable after such reports are filed with the SEC. In
addition, the Company has available on its website its: (i) code of business conduct and ethics; (ii) audit committee charter; (iii) compensation
committee charter; (iv) nominating/corporate governance committee charter and (v) corporate governance guidelines.

Annuity Market Overview

        Our target market includes the group of individuals ages 45-75 who are seeking to accumulate tax-deferred savings. We believe that
significant growth opportunities exist for annuity products because of favorable demographic and economic trends. According to the U.S.
Census Bureau, there were 35 million Americans age 65 and older in 2000, representing 12% of the U.S. population. By 2030, this sector of the
population is expected to increase to 20% of the total population. Our fixed rate and index annuity products are particularly attractive to this
group as a result of the guarantee of principal with respect to those products, competitive rates of credited interest, tax-deferred growth and
alternative payout options.

        According to LIMRA International, total industry sales of individual annuities were $224.4 billion in 2004 and $218.8 billion in 2003.
Fixed annuity sales, which include index and fixed rate annuities
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were $90.9 billion in 2004 and $89.4 billion in 2003. Sales of index annuities increased 69% to a record $24.3 billion in 2004 from $14.4 billion
in 2003. We believe index annuities, which have a crediting rate linked to the change in various indices, appeal to policyholders interested in
participating in returns linked to equity and/or bond markets without the risk of loss of principal. Our wide range of fixed rate annuity products
has enabled us to enjoy favorable growth during volatile equity and bond markets.

Strategy

        Our business strategy is to focus on our annuity business and earn predictable returns by managing investment spreads and investment risk.
Key elements of this strategy include the following:

        Expand our Current Independent Agency Network.    We believe that our successful relationships with approximately
70 national marketing organizations and, through them, 46,000 independent agents, represent a significant competitive advantage. We
intend to grow and enhance our core distribution channel by expanding our relationships with national marketing organizations and
independent agents, by addressing their product needs and by providing the highest quality service possible.

        Continue to Introduce Innovative and Competitive Products.    We intend to be at the forefront of the fixed and index annuity
industry in developing and introducing innovative and new competitive products. We were the first company to introduce an index
annuity which allowed policyholders to earn returns linked to the Dow Jones Indexsm. We were also one of the first companies to offer
an index product offering a choice among interest crediting strategies which includes both equity and bond indices as well as a
traditional fixed rate strategy. We believe that our continued focus on anticipating and being responsive to the product needs of our
independent agents and policyholders will lead to increased customer loyalty, revenues and profitability.

        Use our Expertise to Achieve Targeted Spreads on Annuity Products.    We have had a successful track record in achieving the
targeted spreads on our annuity products. We intend to leverage our experience and expertise in managing the investment spread
during a range of interest rate environments to achieve our targeted spreads.

        Maintain our Profitability Focus and Improve Operating Efficiency.    We are committed to improving our profitability by
advancing the scope and sophistication of our investment management and spread capabilities and continuously seeking out operating
efficiencies within our company. We have made substantial investments in technology improvements to our business, including the
development of a password-secure website which allows our independent agents to receive proprietary sales, marketing and product
materials and the implementation of software designed to enable us to operate in a completely paperless environment with respect to
policy administration. Further, we have implemented competitive incentive programs for our national marketing organizations, agents
and employees to stimulate performance.

        Take Advantage of the Growing Popularity of Some of Our Products.    We believe that the growing popularity of some of our
products that allow equity and bond market participation without the risk of loss of the premium deposit presents an attractive
opportunity to grow our business. We intend to capitalize on our reputation as a leading marketer of index annuities in this expanding
segment of the annuity market.

Products

        Our products include fixed rate annuities, index annuities, a variable annuity and life insurance.
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Fixed Rate Annuities

        These products, which accounted for approximately 16% and 36% of our total annuity deposits collected for the years ended December 31,
2004 and 2003, respectively, include single premium deferred annuities ("SPDAs"), flexible premium deferred annuities ("FPDAs") and single
premium immediate annuities ("SPIAs"). An SPDA generally involves the tax-deferred accumulation of interest on a single premium paid by the
policyholder. After a number of years, as specified in the annuity contract, the annuitant may elect to take the proceeds of the annuity either in a
single payment or in a series of payments for life, for a fixed number of years, or for a combination of these payment options. We also sell
SPDAs, under which the annual crediting rate is guaranteed for either a three-year or a five-year period. FDPAs are similar to SPDAs in many
respects, except that the FPDA allows additional deposits in varying amounts by the policyholder without a new application.

        Our SPDAs and FPDAs (excluding the multi-year rate guaranteed products) generally have an interest rate (the "crediting rate") that is
guaranteed by us for the first policy year. After the first policy year, we have the discretionary ability to change the crediting rate once annually
to any rate at or above a guaranteed minimum rate. The guaranteed rate on our non-multi-year rate guaranteed policies in force and new issues
ranges from 2.25% to 4.00%. The guaranteed rate on our multi-year rate guaranteed policies in force ranges from 3.05% to 4.80% for the
three-year rate guaranteed product and from 3.25% to 7% for the five-year rate guaranteed product. The initial crediting rate is largely a function
of the interest rate we can earn on invested assets acquired with new annuity deposits and the rates offered on similar products by our
competitors. For subsequent adjustments to crediting rates, we take into account the yield on our investment portfolio, annuity surrender
assumptions, competitive industry pricing and crediting rate history for particular groups of annuity policies with similar characteristics.

        Approximately 99% and 92% of our fixed rate annuity sales during the years ended December 31, 2004 and 2003, respectively, were
"bonus" products. The initial crediting rate on these products specifies a bonus crediting rate ranging from 1% to 7% of the annuity deposit.
After the first year, the bonus interest portion of the initial crediting rate is automatically discontinued, and the renewal crediting rate is
established. Generally, there is a compensating adjustment in the commission paid to the agent to offset the first year interest bonus. In all
situations, we obtain an acknowledgment from the policyholder, upon policy issuance, that a specified portion of the first year interest will not
be paid in renewal years. As of December 31, 2004, crediting rates on our outstanding SPDAs and FPDAs generally ranged from 3.10% to
7.50%, excluding interest bonuses guaranteed for the first year. The average crediting rate on FPDAs and SPDAs including interest bonuses at
December 31, 2004 was 4.42%, and the average crediting rate on those products excluding bonuses was 4.18%.

        Policyholders are typically permitted to withdraw all or a part of the premium paid, plus accrued interest credited to the account (the
"accumulation value"), subject to the assessment of a surrender charge for withdrawals in excess of specified limits. Most of our SPDAs and
FPDAs provide for penalty-free withdrawals of up to 10% of the accumulation value each year after the first year, subject to limitations.
Withdrawals in excess of allowable penalty-free amounts are assessed a surrender charge during a penalty period which generally ranges from 3
to 15 years after the date the policy is issued. This surrender charge is initially 8.25% to 25% of the accumulation value and generally decreases
by approximately one to two percentage points per year during the surrender charge period. Surrender charges are set at levels aimed at
protecting us from loss on early terminations and reducing the likelihood of policyholders terminating their policies during periods of increasing
interest rates. This practice lengthens the effective duration of the policy liabilities and enhances our ability to maintain profitability on such
policies.

        Our SPIAs are designed to provide a series of periodic payments for a fixed period of time or for life, according to the policyholder's choice
at the time of issue. The amounts, frequency, and length of
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time of the payments are fixed at the outset of the annuity contract. SPIAs are often purchased by persons at or near retirement age who desire a
steady stream of payments over a future period of years. The implicit interest rate on SPIAs is based on market conditions when the policy is
issued. The implicit interest rate on our outstanding SPIAs averaged 3.83% and 4.25% at December 31, 2004 and 2003, respectively.

Index Annuities

        Index annuities accounted for approximately 84% and 64% of the total annuity deposits collected for the years ended December 31, 2004
and 2003, respectively. These products allow policyholders to link returns to the performance of a particular index without the risk of loss of
their principal. Most of these products allow policyholders to transfer funds once a year among several different crediting strategies, including
one or more index based strategies and a traditional fixed rate strategy.

        The annuity contract value is equal to the premiums paid increased for returns which are based upon a percentage (the "participation rate")
of the annual appreciation (based in certain situations on monthly averages or monthly point-to-point calculations) in a recognized index or
benchmark. The participation rate, which we may reset annually, generally varies among the index products from 50% to 100%. Some of the
products also have an "asset fee" ranging from 1.5% to 5%, which is deducted from the interest to be credited. The asset fees may be adjusted
annually by us, subject to stated limits. In addition, some products apply an overall limit (or "cap"), ranging from 5% to 13%, on the amount of
annual interest the policyholder may earn in any one contract year, and the applicable cap also may be adjusted annually subject to stated
minimums. The minimum guaranteed contract values are equal to 80% to 100% of the premium collected plus interest credited at an annual rate
ranging from 2% to 3.5%. We purchase options on the applicable indices as an investment to provide the income needed to fund the amount of
the index credits on the index products. The setting of the participation rates, asset fees and caps is a function of the interest rate we can earn on
the invested assets acquired with annuity fund deposits, cost of options and features offered on similar products by competitors. Approximately
57% and 39% of our index annuity sales for the years ended December 31, 2004 and 2003, respectively, were "premium bonus" products. The
initial annuity deposit on these policies is increased at issuance by the specified premium bonus ranging from 1.5% to 10%. Generally, there is a
compensating adjustment in the commission paid to the agent to offset the premium bonus.

        The index annuities provide for penalty-free withdrawals of up to 10% of premium or accumulation value (depending on the product) in
each year after the first year of the annuity's term. Other withdrawals are subject to a surrender charge ranging initially from 5% to 20% over a
surrender period ranging from 5 to 17 years. During the applicable surrender charge period, the surrender charges on some index products
remain level, while on other index products, the surrender charges decline by one to two percentage points per year. After a number of years, as
specified in the annuity contract, the annuitant may elect to take the proceeds of the annuity either in a single payment or in a series of payments
for life, for a fixed number of years, a combination of these payment options, or re-enter into a new contract term.

Variable Annuities

        Variable annuities differ from fixed rate and index annuities in that the policyholder, rather than the insurance company, bears the
investment risk and the policyholder's return of principal and rate of return are dependent upon the performance of the particular investment
option selected by the policyholder. Profits on variable annuities are derived from the fees charged to contract owners rather than from the
investment spread.
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Life Insurance

        These products include traditional ordinary and term, universal life and other interest-sensitive life insurance products. We have
approximately $2.6 billion of life insurance in force as of December 31, 2004. We intend to continue offering a complete line of life insurance
products for individual and group markets. Premiums related to this business accounted for 3% of the revenues in the years ended December 31,
2004 and 2003 and 5% of the revenues in the year ended December 21, 2002.

Investments

        Investment activities are an integral part of our business, and net investment income is a significant component of our total revenues.
Profitability of many of our products is significantly affected by spreads between interest yields on investments and rates credited on annuity
liabilities. Although substantially all credited rates on non-multi-year rate guaranteed SPDAs and FPDAs may be changed annually, subject to
minimum guarantees, changes in crediting rates may not be sufficient to maintain targeted investment spreads in all economic and market
environments. In addition, competition and other factors, including the potential for increases in surrenders and withdrawals, may limit our
ability to adjust or to maintain crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions. For the year
ended December 31, 2004, the weighted average yield, computed on the average amortized cost basis of our investment portfolio, was 6.28%;
the weighted average cost of our liabilities at December 31, 2004, excluding interest bonuses guaranteed for the first year of the annuity contract,
was 3.90%.

        We manage the indexed-based risk component of our index annuities by purchasing call options on the applicable indices to fund the
annual index credits on these annuities and by adjusting the participation rates, asset fee rates and other product features to reflect the change in
the cost of such options (which varies based on market conditions). All of such options are purchased to fund the index credits on our index
annuities at their respective anniversary dates, and new options are purchased at each of the anniversary dates to fund the next annual index
credits.

        For additional information regarding the composition of our investment portfolio and our interest rate risk management, see Quantitative
and Qualitative Disclosures About Market Risk and note 3 to our audited consolidated financial statements.

Marketing

        We market our products through a variable cost brokerage distribution network of approximately 70 national marketing organizations and
46,000 independent agents as of December 31, 2004. We emphasize high quality service to our agents and policyholders along with the prompt
payment of commissions to our agents. We believe this has been significant in building excellent relationships with our existing agency force.

        Our independent agents and agencies range in profile from national sales organizations to personal producing general agents. We
aggressively recruit new agents and expect to continue to expand our independent agency force. In our recruitment efforts, we emphasize that
agents have direct access to our executive officers, giving us an edge in recruiting over larger and foreign-owned competitors. We also have
favorable relationships with our national marketing organizations, which have enabled us to efficiently sell through an expanded number of
independent agents. We are currently licensed to sell our products in 48 states and the District of Columbia. We have applied for licenses to sell
our products in the two remaining states.

        The insurance distribution system is comprised of insurance brokers and marketing organizations. We are pursuing a strategy to increase
the size of our distribution network by developing additional relationships with national and regional marketing organizations. These
organizations typically recruit
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agents for us by advertising our products and our commission structure, through direct mail advertising, or through seminars for insurance agents
and brokers. These organizations bear most of the cost incurred in marketing our products. We compensate marketing organizations by paying
them a percentage of the commissions earned on new annuity policy sales generated by the agents recruited in such organizations. We also
conduct incentive programs for marketing organizations and agents from time to time, including equity-based programs for our leading national
marketers. For additional information regarding our equity-based programs for our leading national marketers see note 10 to our audited
consolidated financial statements. We generally do not enter into exclusive arrangements with these marketing organizations.

        Two of our national marketing organizations each accounted for more than 10% of the annuity deposits and insurance premiums collections
during the year ended December 31, 2004. The states with the largest share of direct premiums collected during 2004 were: Florida (11.7%),
California (10.7%), Texas (8.6%), Illinois (7.2%) and Michigan (5.2%).

Competition and Ratings

        We operate in a highly competitive industry. Many of our competitors are substantially larger and enjoy substantially greater financial
resources, higher ratings by rating agencies, broader and more diversified product lines and more widespread agency relationships. Our annuity
products compete with index, fixed rate and variable annuities sold by other insurance companies and also with mutual fund products, traditional
bank investments and other investment and retirement funding alternatives offered by asset managers, banks, and broker-dealers. Our insurance
products compete with other insurance companies, financial intermediaries and other institutions based on a number of features, including
crediting rates, policy terms and conditions, service provided to distribution channels and policyholders, ratings, reputation and broker
compensation.

        The sales agents for our products use the ratings assigned to an insurer by independent rating agencies as one factor in determining which
insurer's annuity to market. In recent years, the market for annuities has been dominated by those insurers with the highest ratings. American
Equity Life has received a financial strength rating of "B++" (Very Good) with a stable outlook from A.M. Best Company and "BBB+" with a
stable outlook from Standard & Poor's. A.M. Best Company and Standard & Poor's changed their outlook on our rating from negative to stable
subsequent to the completion of our December 2003 initial public offering. In July, 2002, A.M. Best Company and Standard & Poor's adjusted
our financial strength ratings from "A-"(Excellent) to "B++"(Very Good) and "A-" to "BBB+", respectively. The adjustments initially had no
impact on sales of new annuity products or in lapses of existing balances. Beginning in November, 2002, our monthly sales volumes began to
decline primarily as a result of certain actions by us, including reductions in crediting rates and suspension of new sales of some products. The
degree to which ratings adjustments also contributed to this decline is unknown. Our ability to grow sales of new annuities and the level of
surrenders of our existing annuity contracts in force during 2005 may be affected by the current ratings.

        Financial strength ratings generally involve quantitative and qualitative evaluations by rating agencies of a company's financial condition
and operating performance. Generally, rating agencies base their ratings upon information furnished to them by the insurer and upon their own
investigations, studies and assumptions. Ratings are based upon factors of concern to policyholders, agents and intermediaries and are not
directed toward the protection of investors and are not recommendations to buy, sell or hold securities.

        A.M. Best Company ratings currently range from "A++" (Superior) to "F" (In Liquidation), and include 16 separate ratings categories.
Within these categories, "A++" (Superior) and "A+" (Superior) are the highest, followed by "A" (Excellent) and "A-" (Excellent) then followed
by "B++" (Very Good) and "B+" (Very Good). Publications of A.M. Best Company indicate that the "B++" rating is
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assigned to those companies that, in A.M. Best Company's opinion, have demonstrated a good ability to meet their ongoing obligations to
policyholders.

        Standard & Poor's insurer financial strength ratings currently range from "AAA" to "NR", and include 21 separate ratings categories.
Within these categories, "AAA" and "AA" are the highest, followed by "A" and "BBB". Publications of Standard & Poor's indicate that an
insurer rated "BBB" or higher is regarded as having strong financial security characteristics, but is somewhat more likely to be affected by
adverse business conditions than are higher rated insurers.

        A.M. Best Company and Standard & Poor's review their ratings of insurance companies from time to time. There can be no assurance that
any particular rating will continue for any given period of time or that it will not be changed or withdrawn entirely if, in their judgment,
circumstances so warrant. If our ratings were to be adjusted again for any reason, we could experience a material decline in the sales of our
products and the persistency of our existing business.
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Reinsurance

Coinsurance

        American Equity Life has entered into two coinsurance agreements with EquiTrust Life Insurance Company ("EquiTrust"), an affiliate of
Farm Bureau Life Insurance Company ("Farm Bureau"), covering 70% of certain of our fixed rate and index annuities issued from August 1,
2001 through December 31, 2001, 40% of those contracts issued during 2002 and 2003, and 20% of those contracts issued from January 1, 2004
to July 31, 2004, when the agreement was suspended by mutual consent of the parties. As a result of the suspension, new business will no longer
be ceded to EquiTrust unless and until the parties mutually agree to resume the coinsurance of new business. The business reinsured under these
agreements is not eligible for recapture before the expiration of 10 years. EquiTrust has received a financial strength rating of "A" from A.M.
Best Company. As of December 31, 2004, Farm Bureau beneficially owned 14.4% of our issued and outstanding common stock.

        Total annuity deposits ceded were $202.1 million, $649.4 million and $837.9 million for the years ended December 31, 2004, 2003 and
2002, respectively. We received expense allowances of $22.6 million, $65.6 million and $99.4 million under this agreement for the years ended
December 31, 2004, 2003 and 2002, respectively. The balance due under this agreement to EquiTrust was $32.0 million at December 31, 2004
and $22.6 million at December 31, 2003, and represents the market value of the call options related to the ceded business held by us to fund the
index credits and cash due to or from EquiTrust related to the transfer of ceded annuity deposits. At December 31, 2004 and 2003, the aggregate
policy benefit reserves transferred to EquiTrust under these agreements were $2.1 billion and $1.9 billion, respectively. We remain liable with
respect to the policy liabilities ceded to EquiTrust should it fail to meet the obligations assumed by it.

        American Equity Life has also entered into a modified coinsurance agreement to cede 70% of its variable annuity business to EquiTrust.
Separate account deposits ceded under this agreement during the years ended December 31, 2004, 2003 and 2002 were immaterial. Under this
agreement and related administrative services agreements, we paid EquiTrust $0.2 million for the each of years ended December 31, 2004, 2003
and 2002. The modified coinsurance agreement will continue until termination by written notice at the election of either party. Any such
termination will apply to the submission or acceptance of new policies, and business reinsured under the agreement prior to any such termination
is not eligible for recapture before the expiration of 10 years.

Financial Reinsurance

        American Equity Life has entered into two reinsurance transactions with Hannover Life Reassurance Company of America, ("Hannover"),
which are treated as reinsurance under statutory accounting practices and as financial reinsurance under accounting principles generally accepted
in the United States, ("GAAP"). Hannover has received a financial strength rating of "A+" from A.M. Best Company. The first transaction
became effective November 1, 2002 (the "2002 Hannover Transaction") and the second transaction became effective September 30, 2003 (the
"2003 Hannover Transaction"). The agreements for these transactions include a coinsurance segment and a yearly renewable term segment
reinsuring a portion of death benefits payable on certain annuities issued from January 1, 2002 to December 31, 2002 (2002 Hannover
Transaction) and issued from January 1, 2003 to September 30, 2003 (2003 Hannover Transaction). The coinsurance segments provide
reinsurance to the extent of 6.88% (2002 Hannover Transaction) and 13.41% (2003 Hannover Transaction) of all risks associated with our
annuity policies covered by these reinsurance agreements. The 2002 Hannover Transaction provided $29.8 million in net statutory surplus
benefit during 2002 and the 2003 Hannover Transaction provided $29.7 million in net statutory surplus benefit during 2003. The statutory
surplus benefits provided by these agreements were reduced by $13.1 million in 2004 and $6.8 million in 2003. The remaining statutory surplus
benefit under these agreements will be reduced in the following years as follows: 2005�$11.6 million; 2006�$12.4 million; 2007�$13.2 million;
2008�$6.2 million. Risk charges
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attributable to the 2003 and 2002 Hannover Transactions of $2.2 million, $1.6 million and $0.2 million were incurred during 2004, 2003 and
2002, respectively.

        The statutory surplus benefit provided by the 2003 Hannover Transaction replaced the statutory surplus benefit previously provided by a
financial reinsurance agreement with a subsidiary of Swiss Reinsurance Company. We terminated this agreement and recaptured all reserves
subject to this agreement effective September 30, 2003. This agreement was effective January 1, 2001, and provided an initial statutory surplus
benefit of $35.0 million in 2001. The statutory surplus benefit remaining at January 1, 2003 was $30.9 million, all of which was eliminated
during 2003. Risk charges and interest expense incurred on the cash portion of the surplus benefit provided by the agreement were $0.2 million
and $0.6 million for the years ended December 31, 2003 and 2002, respectively.

Indemnity Reinsurance

        Consistent with the general practice of the life insurance industry, American Equity Life enters into agreements of indemnity reinsurance
with other insurance companies in order to reinsure portions of the coverage provided by its life and accident and health insurance products.
Indemnity reinsurance agreements are intended to limit a life insurer's maximum loss on a large or unusually hazardous risk or to diversify its
risks. The maximum loss retained by us on all life insurance policies we have issued was $0.1 million or less as of December 31, 2004.
Indemnity reinsurance does not discharge the original insurer's primary liability to the insured. American Equity Life's reinsured business related
to these blocks of business is primarily ceded to two reinsurers. Reinsurance related to life and accident and health insurance that was ceded by
us primarily to two reinsurers was immaterial. We believe the assuming companies will be able to honor all contractual commitments, based on
our periodic review of their financial statements, insurance industry reports and reports filed with state insurance departments.

Regulation

        Life insurance companies are subject to regulation and supervision by the states in which they transact business. State insurance laws
establish supervisory agencies with broad regulatory authority, including the power to:

�
grant and revoke licenses to transact business;

�
regulate and supervise trade practices and market conduct;

�
establish guaranty associations;

�
license agents;

�
approve policy forms;

�
approve premium rates for some lines of business;

�
establish reserve requirements;

�
prescribe the form and content of required financial statements and reports;

�
determine the reasonableness and adequacy of statutory capital and surplus;

�
perform financial, market conduct and other examinations;

�
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define acceptable accounting principles;

�
regulate the type and amount of permitted investments;

�
limit the amount of dividends and surplus note payments that can be paid without obtaining regulatory approval.

        Our life subsidiaries are subject to periodic examinations by state regulatory authorities. In 2002, the Iowa Insurance Division completed an
examination of American Equity Life as of December 31,
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2000. No adjustments to our financial statements were recommended or required as a result of this examination. The Iowa Insurance Division is
currently conducting an examination of American Equity Life as of December 31, 2003. We have not been informed of any material adjustments
which will be recommended or required as a result of this examination.

        The payment of dividends or the distributions, including surplus note payments, by our life subsidiaries is subject to regulation by each
subsidiary's state of domicile's insurance department. Currently, American Equity Life may pay dividends or make other distributions without
the prior approval of its state of domicile's insurance department, unless such payments, together with all other such payments within the
preceding twelve months, exceed the greater of (1) American Equity Life's statutory net gain from operations for the preceding calendar year, or
(2) 10% of American Equity Life's statutory surplus at the preceding December 31. For 2005, up to approximately $60.9 million can be
distributed as dividends by American Equity Life without prior approval of its state of domicile's insurance department. In addition, dividends
and surplus note payments may be made only out of earned surplus, and all surplus note payments are subject to prior approval by regulatory
authorities. American Equity Life had approximately $114.6 million of earned surplus at December 31, 2004.

        Most states have also enacted regulations on the activities of insurance holding company systems, including acquisitions, extraordinary
dividends, the terms of surplus notes, the terms of affiliate transactions and other related matters. We are registered pursuant to such legislation
in Iowa. Recently, a number of state legislatures have considered or have enacted legislative proposals that alter and, in many cases, increase the
authority of state agencies to regulate insurance companies and holding company systems.

        Most states, including Iowa and New York where our life subsidiaries are domiciled, have enacted legislation or adopted administrative
regulations affecting the acquisition of control of insurance companies as well as transactions between insurance companies and persons
controlling them. The nature and extent of such legislation and regulations currently in effect vary from state to state. However, most states
require administrative approval of the direct or indirect acquisition of 10% or more of the outstanding voting securities of an insurance company
incorporated in the state. The acquisition of 10% of such securities is generally deemed to be the acquisition of "control" for the purpose of the
holding company statutes and requires not only the filing of detailed information concerning the acquiring parties and the plan of acquisition, but
also administrative approval prior to the acquisition. In many states, the insurance authority may find that "control" in fact does not exist in
circumstances in which a person owns or controls more than 10% of the voting securities.

        Although the federal government does not directly regulate the business of insurance, federal legislation and administrative policies in
several areas, including pension regulation, age and sex discrimination, financial services regulation, securities regulation and federal taxation
can significantly affect the insurance business. In addition, legislation has been passed which could result in the federal government assuming
some role in regulating insurance companies and which allows combinations between insurance companies, banks and other entities.

        In 1998, the Securities and Exchange Commission ("SEC") requested comments as to whether index annuities, such as those sold by us,
should be treated as securities under the federal securities laws rather than as insurance products. Treatment of these products as securities would
likely require additional registration and licensing of these products and the agents selling them, as well as cause us to seek additional marketing
relationships for these products. No action has been taken by the SEC on this issue.

        State insurance regulators and the National Association of Insurance Commissioners, or NAIC, are continually reexamining existing laws
and regulations and developing new legislation for the passage by state legislatures and new regulations for adoption by insurance authorities.
Proposed laws and
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regulations or those still under development pertain to insurer solvency and market conduct and in recent years have focused on:

�
insurance company investments;

�
risk-based capital ("RBC") guidelines, which consist of regulatory targeted surplus levels based on the relationship of
statutory capital and surplus, with prescribed adjustments, to the sum of stated percentages of each element of a specified list
of company risk exposures;

�
the implementation of non-statutory guidelines and the circumstances under which dividends may be paid;

�
product approvals;

�
agent licensing;

�
underwriting practices;

�
insurance and annuity sales practices.

        The NAIC's RBC requirements are intended to be used by insurance regulators as an early warning tool to identify deteriorating or weakly
capitalized insurance companies for the purpose of initiating regulatory action. The RBC formula defines a new minimum capital standard which
supplements low, fixed minimum capital and surplus requirements previously implemented on a state-by-state basis. Such requirements are not
designed as a ranking mechanism for adequately capitalized companies.

        The NAIC's RBC requirements provide for four levels of regulatory attention depending on the ratio of a company's total adjusted capital to
its RBC. Adjusted capital is defined as the total of statutory capital, surplus, asset valuation reserve and certain other adjustments. Calculations
using the NAIC formula at December 31, 2004, indicate that the ratio of total adjusted capital to RBC for us exceeded the highest level at which
regulatory action might be initiated by approximately 2.5 times.

        Our life subsidiaries also may be required, under the solvency or guaranty laws of most states in which they do business, to pay assessments
up to certain prescribed limits to fund policyholder losses or liabilities of insolvent insurance companies. These assessments may be deferred or
forgiven under most guaranty laws if they would threaten an insurer's financial strength and, in certain instances, may be offset against future
premium taxes. Assessments related to business reinsured for periods prior to the effective date of the reinsurance are the responsibility of the
ceding companies.

Federal Income Taxation

        The annuity and life insurance products that we market generally provide the policyholder with a federal income tax advantage, as
compared to certain other savings investments such as certificates of deposit and taxable bonds, in that federal income taxation on any increases
in the contract values (i.e., the "inside build-up") of these products is deferred until it is received by the policyholder. With other savings
investments, the increase in value is generally taxed each year as it is realized. Additionally, life insurance death benefits are generally exempt
from income tax.

        From time to time, various tax law changes have been proposed that could have an adverse effect on our business, including the elimination
of all or a portion of the income tax advantage described above for annuities and life insurance. If legislation were enacted to eliminate the tax
deferral for annuities, such a change would have an adverse effect on our ability to sell non-qualified annuities. Non-qualified annuities are
annuities that are not sold to an individual retirement account or other qualified retirement plan.

        In June 2001, the Economic Growth and Tax Relief Reconciliation Act of 2001 (the "2001 Act") was enacted. The 2001 Act implemented a
staged decrease in individual tax rates that began in 2001 and was accelerated when the Jobs and Growth Tax Relief Reconciliation Act of 2003
(the "2003 Act")
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was enacted. While the decreases in rates are temporary (the pre-2001 rates will return in 2011), the present value of the tax deferred advantage
of annuities and life insurance products is less, which might hinder our ability to sell such products and/or increase the rate at which our current
policyholders surrender their policies.

        Our life subsidiaries are taxed under the life insurance company provisions of the Internal Revenue Code of 1986, as amended (the "Code").
Provisions in the Code require a portion of the expenses incurred in selling insurance products to be capitalized and deducted over a period of
years, as opposed to being immediately deducted in the year incurred. This provision increases the current income tax expense charged to gain
from operations for statutory accounting purposes which reduces statutory net income and surplus and, accordingly, may decrease the amount of
cash dividends that may be paid by our life subsidiaries.

Employees

        As of December 31, 2004, we had approximately 230 full-time employees, of which approximately 220 are located in West Des Moines,
Iowa, and 10 are located in the Pell City, Alabama office. We have experienced no work stoppages or strikes and consider our relations with our
employees to be excellent. None of our employees are represented by a union.

ITEM 2.    PROPERTIES

        We do not own any real estate. We lease space for our principal offices in West Des Moines, Iowa, pursuant to written leases for
approximately 45,000 square feet. The leases expire on June 30, 2006 and have a renewal option for an additional five year term at a rental rate
equal to the prevailing fair market rate. We also lease space for our office in Pell City, Alabama, pursuant to a written lease dated January 3,
2000, for approximately 5,680 square feet. This lease is currently on a month-to-month basis.

ITEM 3.    LEGAL PROCEEDINGS

        We are occasionally involved in litigation, both as a defendant and as a plaintiff. In addition, state regulatory bodies, such as state insurance
departments, the SEC, the National Association of Securities Dealers, Inc., the Department of Labor, and other regulatory bodies regularly make
inquiries and conduct examinations or investigations concerning our compliance with, among other things, insurance laws, securities laws, the
Employee Retirement Income Security Act of 1974, as amended and laws governing the activities of broker-dealers.

        Companies in the life insurance and annuity business have faced litigation, including class action lawsuits, alleging improper product
design, improper sales practices and similar claims. We are currently a defendant in several purported class action lawsuits filed in state courts
alleging improper sales practices. In these lawsuits, the plaintiffs are seeking returns of premiums and other compensatory and punitive damages.
We have reached a final settlement in one of these cases, the impact of which is expected to be immaterial. The class was certified as such
incident to the settlement of that case. No class has been certified in any of the other pending cases at this time. Although we have denied all
allegations in these lawsuits and intend to vigorously defend against them, the lawsuits are in the early stages of litigation and neither their
outcomes nor a range of possible outcomes can be determined at this time. However, we do not believe that these lawsuits will have a material
adverse effect on our business, financial condition or results of operations.

        In addition, we are from time to time, subject to other legal proceedings and claims in the ordinary course of business, none of which we
believe are likely to have a material adverse effect on our financial position, results of operations or cash flows. There can be no assurance that
such litigation, or any future litigation, will not have a material adverse effect on our business, financial condition or results of operations.

ITEM 4.    SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

        None.
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PART II

ITEM 5.    MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

        Our common stock began trading on the New York Stock Exchange ("NYSE") under the symbol "AEL" following our initial public
offering ("IPO").

2004 High Low Close

First Quarter $ 13.15 $ 10.05 $ 12.85

Second Quarter $ 13.10 $ 9.75 $ 9.95

Third Quarter $ 10.22 $ 8.79 $ 9.49

Fourth Quarter $ 11.00 $ 9.41 $ 10.77

2003

Fourth Quarter $ 10.30 $ 8.55 $ 9.97
        As of December 31, 2004, the Company had 38,360,343 shares issued and outstanding and approximately 4,500 shareholders of record. In
2004 and 2003, we paid an annual cash dividend of $0.02 and $0.01, respectively, per share on our common stock. We intend to continue to pay
an annual cash dividend on such shares so long as we have sufficient capital and/or future earnings to do so. However, we anticipate retaining
most of our future earnings, if any, for use in our operations and the expansion of our business. Any further determination as to dividend policy
will be made by our board of directors and will depend on a number of factors, including our future earnings, capital requirements, financial
condition and future prospects and such other factors as our board of directors may deem relevant.

        Our credit agreement limits our ability to declare or pay dividends in any fiscal year to 33% of our consolidated net income for the prior
year. In addition, since we are a holding company, our ability to pay cash dividends depends in large measure on our subsidiaries' ability to make
distributions of cash or property to us. Iowa insurance laws restrict the amount of distributions American Equity Life can pay to us without the
approval of the Iowa Insurance Division. See Management's Discussion and Analysis of Financial Condition and Results of Operations and
notes 7 and 11 to our audited consolidated financial statements.

        On December 9, 2003, we completed an initial public offering of 18,700,000 shares of our common stock at a price of $9.00 per share. The
managing underwriters for the offering were Merrill Lynch, Pierce, Fenner & Smith Incorporated, Advest, Inc., Raymond James &
Associates, Inc. and Sanders Morris Harris Inc. The shares of common stock sold in the offering were registered under the Securities Act of
1933, as amended, on a Registration Statement on Form S-1 (Registration No. 333-108794) that was declared effective by the Securities and
Exchange Commission on December 3, 2003. Pursuant to the over-allotment option granted to the underwriters in the offering, the underwriters
purchased an additional 2,000,000 shares on December 29, 2003 and an additional 805,000 shares on January 7, 2004, which fully exercised the
over-allotment option. The offering did not terminate until after the sale of all of the securities registered on the Registration Statement. The
aggregate gross proceeds to us from our initial public offering were approximately $193.5 million. The aggregate net proceeds to us from the
offering were approximately $178.0 million, after deducting an aggregate of approximately $13.5 million in underwriting discounts and
commissions paid to the underwriters and an estimated $2.0 million in other expenses incurred in connection with the offering. In connection
with the IPO, we did not make any payments, directly or indirectly, to any of our directors or officers, or, to our knowledge, any of their
associates, or to any person owning ten percent
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or more of any class of our equity securities, or to any of our affiliates. All of the net proceeds were contributed to our life subsidiaries to fund
future growth of our annuity business.

        There were no sales of unregistered equity securities during 2004 not previously reported on Form 8-K.

Issuer Purchases of Equity Securities

        We did not have any issuer purchases of equity securities for the quarter ended December 31, 2004.
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ITEM 6.    SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

        The summary consolidated financial and other data should be read in conjunction with Management's Discussion and Analysis of Financial
Condition and Results of Operations and our consolidated financial statements and related notes appearing elsewhere in this report. The results
for past periods are not necessarily indicative of results that may be expected for future periods.

Year ended December 31,

2004 2003 2002 2001 2000

(Dollars in thousands, except per share data)

Consolidated Statements of Income Data:
Revenues

Traditional life and accident and health
insurance premiums $ 15,115 $ 13,686 $ 13,664 $ 13,141 $ 11,034
Annuity and single premium universal life
product charges 22,462 20,452 15,376 12,520 8,338
Net investment income 429,926 358,529 308,548 209,086 100,060
Realized gains (losses) on investments 943 6,946 (122) 787 (1,411)
Change in fair value of derivatives(a) 28,696 52,525 (57,753) (55,158) (3,406)

Total revenues 497,142 452,138 279,713 180,376 114,615
Benefits and expenses

Insurance policy benefits and change in future
policy benefits 13,423 11,824 9,317 9,762 8,728
Interest credited to account balances 305,762 248,075 183,503 100,125 57,312
Change in fair value of embedded derivatives(a) (8,567) 66,801 (5,027) 12,921 �
Interest expense due to related party under
General Agency Commission and Servicing
Agreement 2,594 3,000 3,596 5,716 5,958
Interest expense on notes payable 1,749 1,486 1,901 2,881 2,339
Interest expense on subordinated debentures(b) 9,609 7,661 � � �
Interest expense on amounts due under
repurchase agreements and other interest
expense 3,148 1,278 1,777 1,504 3,267
Amortization of deferred policy acquisition costs 67,867 47,450 34,060 20,838 7,791
Other operating costs and expenses 32,016 25,618 21,635 17,176 14,602

Total benefits and expenses 427,601 413,193 250,762 170,923 99,997

Income before income taxes, minority interests and
cumulative effect of change in accounting principle 69,541 38,945 28,951 9,453 14,618
Income tax expense 24,257 13,505 7,299 333 2,385

Income before minority interests and cumulative
effect of change in accounting principle 45,284 25,440 21,652 9,120 12,233
Minority interests in subsidiaries:

Earnings attributable to company-obligated
mandatorily redeemable preferred securities of
subsidiary trusts(b) � � 7,445 7,449 7,449

Income before cumulative effect of change in
accounting principle 45,284 25,440 14,207 1,671 4,784
Cumulative effect of change in accounting for
derivatives(a) � � � (799) �
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Year ended December 31,

Net income(c) $ 45,284 $ 25,440 $ 14,207 $ 872 $ 4,784

Per Share Data:
Earnings per common share:

Income before cumulative effect of change in
accounting principle $ 1.19 $ 1.45 $ 0.87 $ 0.10 $ 0.29
Cumulative effect of change in accounting for
derivatives(a) � � � (0.05) �

Earnings per common share $ 1.19 $ 1.45 $ 0.87 $ 0.05 $ 0.29

Earnings per common share�assuming dilution:
Income before cumulative effect of change in
accounting principle $ 1.08 $ 1.21 $ 0.76 $ 0.09 $ 0.26
Cumulative effect of change in accounting for
derivatives(a) � � � (0.04) �

Earnings per common share�assuming dilution $ 1.08 $

Edgar Filing: AMERICAN EQUITY INVESTMENT LIFE HOLDING CO - Form 10-K/A

21


