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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

y ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2012

OR

“TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission File Number: 001-34680

Primerica, Inc.

(Exact name of registrant as specified in its charter)

Delaware 27-1204330
(State. or cher jurisdiction of incorporation or (LR.S. Employer Identification No.)
organization)

3120 Breckinridge Boulevard
Duluth, Georgia

(Address of principal executive offices) (ZIP Code)

Registrant’s telephone number, including area code: (770) 381-1000

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, $.01 Par Value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
" Yes y No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. " Yes ¥ No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. y Yes ~ No
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). y Yes ™ No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of the registrant's knowledge, in definitive
proxy or information statements incorporated by reference in Part I1I of this Form 10-K or any amendment to this
Form 10-K. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
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Large accelerated filer y Accelerated filer
Non-accelerated filer " (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). © Yes ¥ No

The aggregate market value of the voting stock held by non-affiliates of the registrant as of June 29, 2012, was
$1,266,336,476. The number of shares of the registrant's Common Stock outstanding at February 15, 2013, with $0.01
par value, was 56,469,039.

Documents Incorporated By Reference

Certain information contained in the Proxy Statement for the Company's Annual Meeting of Stockholders to be held
on May 22, 2013 is incorporated by reference into Part III hereof.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

Investors are cautioned that certain statements contained in this report as well as some statements in periodic press
releases and some oral statements made by our officials during our presentations are ‘“forward-looking” statements.
Forward-looking statements include, without limitation, any statement that may project, indicate or imply future

99 ¢l L INT3 LEINT3

results, events, performance or achievements, and may contain the words “expect,” “intend”, “plan”, “anticipate”, “estimate”,
“believe”, “will be”, “will continue”, “will likely result”, and similar expressions, or future conditional verbs such as “may”, “y
“should”, “would”, and “could.” In addition, any statement concerning future financial performance (including future
revenues, earnings or growth rates), ongoing business strategies or prospects, and possible actions taken by us or our
subsidiaries are also forward-looking statements. These forward-looking statements involve external risks and
uncertainties, including, but not limited to, those described under the section entitled “Risk Factors” included herein.
Forward-looking statements are based on current expectations and projections about future events and are inherently
subject to a variety of risks and uncertainties, many of which are beyond the control of our management team. All
forward-looking statements in this report and subsequent written and oral forward-looking statements attributable to
us, or to persons acting on our behalf, are expressly qualified in their entirety by these risks and uncertainties. These
risks and uncertainties include, among others:

our failure to continue to attract and license new recruits, retain sales representatives, or license or maintain the
licensing of our sales representatives;

changes to the independent contractor status of our sales representatives;

our or our sales representatives’ violation of, or non-compliance, with laws and regulations;

our or our sales representatives' failure to protect the confidentiality of client information;

differences between our actual experience and our expectations regarding mortality, persistency, expenses and
investment yields as reflected in the pricing for our insurance policies;

the occurrence of a catastrophic event that causes a large number of premature deaths of our insureds;

changes in federal and state legislation and regulation, including other legislation or regulation that affects our
insurance and investment product businesses;

our failure to meet risk-based capital standards or other minimum capital or surplus requirements;

a downgrade or potential downgrade in our insurance subsidiaries’ financial strength ratings or in the investment grade
credit ratings for our senior unsecured debt;

the effects of credit deterioration and interest rate fluctuations on our invested asset portfolio;

tncorrectly valuing our investments;

tnadequate or unaffordable reinsurance or the failure of our reinsurers to perform their obligations;

the failure of, or legal challenges to, the support tools we provide to our sales force;

heightened standards of conduct or more stringent licensing requirements for our sales representatives;

tnadequate policies and procedures regarding suitability review of client transactions;

the inability of our subsidiaries to pay dividends or make distributions;

our ability to generate and maintain a sufficient amount of working capital;

our non-compliance with the covenants of our senior unsecured debt;

{egal and regulatory investigations and actions concerning us or our sales representatives;

the loss of key personnel;

the failure of our information technology systems, breach of our information security or failure of our business
continuity plan; and

fluctuations in Canadian currency exchange rates.

Developments in any of these areas could cause actual results to differ materially from those anticipated or projected
or cause a significant reduction in the market price of our common stock.

The foregoing list of risks and uncertainties may not contain all of the risks and uncertainties that could affect us. In
addition, in light of these risks and uncertainties, the matters referred to in the forward-looking statements contained in
this report may not in fact occur. Accordingly, undue reliance should not be placed on these statements. We undertake
no obligation to publicly update or revise any forward-looking statements as a result of new information, future events
or otherwise, except as otherwise required by law.
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PART 1

ITEM 1. BUSINESS.

Primerica, Inc. (“Primerica”, “we”, "us" or the "Parent Company") is a leading distributor of financial products to middle
income households in the United States and Canada with approximately 92,400 licensed sales representatives at
December 31, 2012. We assist our clients in meeting their needs for term life insurance, which we underwrite, and
mutual funds, annuities and other financial products, which we distribute primarily on behalf of third parties. We
insured more than 4.3 million lives and approximately 1.9 million clients maintained investment accounts with us at
December 31, 2012. Our distribution model uniquely positions us to reach underserved middle income consumers in a
cost effective manner and has proven itself in both favorable and challenging economic environments.

Our mission is to serve middle income families by helping them make informed financial decisions and providing
them with a strategy and means to gain financial independence. Our distribution model is designed to:

Address our clients' financial needs. Our sales representatives use our proprietary financial needs analysis tool
(“FNA”) and an educational approach to demonstrate how our products can assist clients to provide financial protection
for their families, save for their retirement and other needs, and manage their debt. Typically, our clients are the
friends, family members and personal acquaintances of our sales representatives. Meetings are generally held in
informal, face-to-face settings, usually in the clients' homes.

Provide a business opportunity. We provide an entrepreneurial business opportunity for individuals to distribute our
financial products. Low entry costs and the ability to begin part-time allow our sales representatives to supplement
their income by starting their own independent businesses without incurring significant start-up costs or leaving their
current jobs. Our unique compensation structure, technology, training and back-office processing are designed to
enable our sales representatives to successfully grow their independent businesses.

Corporate Structure

We conduct our core business activities in the United States through three principal entities, all of which are direct or
indirect wholly owned subsidiaries of the Parent Company:

Primerica Financial Services, Inc. (“PFS”), our general agency and marketing company;

Primerica Life Insurance Company (“Primerica Life”), our principal life insurance underwriting company; and

PFS Investments Inc. (“PFS Investments™), our investment and savings products company, broker-dealer and registered
investment advisor.

Primerica Life is domiciled in Massachusetts, and its wholly owned subsidiary, National Benefit Life Insurance
Company (“NBLIC”), is a New York life insurance underwriting company.

We conduct our core business activities in Canada through three principal entities, all of which are indirect wholly
owned subsidiaries of the Parent Company:

Primerica Life Insurance Company of Canada (“Primerica Life Canada”), our Canadian life insurance underwriting
company;

PFSL Investments Canada Ltd. ("PFSL Investments Canada"), our Canadian licensed mutual fund dealer; and

PFSL Fund Management Ltd. ("PFSL Fund Management"), our Canadian investment funds manager.

Primerica, Inc. was incorporated in the United States as a Delaware corporation in October 2009 to serve as a holding
company for the Primerica businesses (collectively, the "Company"). Our businesses, which prior to April 1, 2010
were wholly owned indirect subsidiaries of Citigroup Inc. ("Citigroup"), were transferred to us by Citigroup on April
1, 2010 in a reorganization pursuant to which we completed an initial public offering in April 2010 (the "IPO"). On
March 31, 2010, we entered into certain reinsurance transactions with affiliates of Citigroup (the "Citigroup
reinsurers") and ceded between 80% and 90% of the risks and rewards of our term life insurance policies that were in
force at year-end 2009. As part of the IPO, in February 2010, Citigroup entered into a securities purchase agreement
with certain private equity funds managed by Warburg Pincus LLC (together, “Warburg Pincus”) and us pursuant to
which, in mid-April 2010, Citigroup sold to Warburg Pincus: (i) approximately 16.4 million shares of our common
stock and (ii) warrants to purchase from us approximately 4.1 million additional shares of our common stock prior to
April 15, 2017 at $18.00 per share. For a description of our corporate reorganization, see "Management's Discussion
and Analysis of Financial Condition and Results of Operations — The April 2010 Transactions."
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During 2011, Citigroup sold approximately 29.0 million shares of our common stock, representing all of its remaining
shares of our common stock. We repurchased approximately 8.9 million of these shares. The remaining shares were
sold in underwritten public offerings from which we did not receive any proceeds.
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In April 2012, we repurchased from Warburg Pincus approximately 5.7 million shares of our common stock at a price

of $26.15 per share, for a total purchase price of approximately $150.0 million. The per-share purchase price was

determined based on the closing price of our common stock on April 17, 2012, the execution date of the agreement to

repurchase the shares.

In October 2012, we repurchased from Warburg Pincus approximately 2.1 million shares of our common stock at a

price of $28.74 per share, for a total purchase price of approximately $60.0 million. The per-share purchase price was

determined based on the closing price of our common stock on October 3, 2012, the execution date of the agreement

to repurchase the shares.

In November 2012, Warburg Pincus sold 3.6 million shares of our common stock in an underwritten public offering,

from which we did not receive any proceeds. As part of the underwritten public offering, we repurchased from the

underwriter 1.2 million shares at a price of $27.51 per share.

In February 2013, Warburg Pincus sold 2.5 million shares of our common stock in an underwritten public offering,

from which we did not receive any proceeds. As of February 15, 2013, Warburg Pincus beneficially owned

approximately 4.4% of the Company's outstanding common stock (or approximately 10.9%, including shares issuable

pursuant to the warrants).

Our Clients

Our clients are generally middle income consumers, which we define as households with $30,000 to $100,000 of

annual income. According to the 2011 U.S. Census Bureau Current Population Survey, the latest period for which data

is available, approximately 50% of U.S. households fall in this range. We believe that we understand the financial

needs of the middle income segment well:

They have inadequate or no life insurance coverage. Individual life insurance sales in the United States declined

from 12.5 million policy sales in 1975 to 6.8 million policy sales in 2011, the latest period for which data is available,

.according to the Life Insurance Marketing and Research Association International, Inc. ("LIMRA"), a worldwide

association of insurance and financial services companies. We believe that term life insurance, which we have

provided to middle income clients for many years, is generally the best option for them to meet their life insurance

needs due to its lower initial cost versus cash value life insurance.

They need help saving for retirement and other personal goals. The current economic environment has intensified

the challenges of middle income families to save for retirement and other goals. By developing personalized savings

programs for our clients using our proprietary FNA tool and offering a wide range of mutual funds, annuities,

managed accounts and segregated fund products sponsored and managed by reputable firms, our sales representatives

are well equipped to help clients develop long-term savings plans to address their financial needs.

They need to reduce their consumer debt. Many middle income families have numerous debt obligations from credit

cards, auto loans, and home mortgages. We help our clients address these financial burdens by providing personalized

client-driven debt resolution techniques and third party referrals that can help them reduce and ultimately pay off their

debts.

They prefer to meet face-to-face when considering financial products. Historically, middle income consumers have

tndicated a preference to meet face-to-face when considering financial products or services. As such, we have

designed our business model to address this preference in a cost-effective manner.

Our Distribution Model

Our distribution model, which is based on a traditional insurance agency model and borrows aspects from franchising

and direct sales, is designed to reach and serve middle income consumers efficiently through direct selling to

customers by our sales representatives. Key characteristics of our unique distribution model include:

Independent entrepreneurs: Our sales representatives are independent contractors building and operating their

own businesses. This business-within-a-business approach means that our sales representatives are entrepreneurs who

take responsibility for selling products, recruiting sales representatives, setting their own schedules and managing and

paying the expenses associated with their sales activities, including office rent and administrative overhead, with

minimal start-up costs.

. Part-time opportunity: By offering a flexible part-time opportunity, we are able to attract a significant
number of recruits who desire to earn supplemental income and generally concentrate on smaller-sized
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transactions typical of middle income consumers. Our representatives distribute our products directly to
consumers, and therefore our business opportunity does not require recruits to purchase and resell our
products. Our representatives are able to join our sales force at minimal expense, and they receive
technological support, pre-licensing training and
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licensing examination preparation programs. Virtually all of our sales representatives begin selling our products on a
part-time basis, which enables them to hold jobs while exploring an opportunity with us.

Incentive to build distribution: ~When a sale is made, the selling representative receives a commission, as does the
representative who recruited him or her, which we refer to as override compensation. Override compensation is paid
through several levels of the selling representative's recruitment and supervisory organization. This structure
motivates existing sales representatives to grow our sales force and ensures their success by providing them with
commission income from the sales completed by their recruits.

Sales force leadership: A sales representative who has built a successful organization and has obtained his or her life
insurance license can achieve the sales designation of Regional Vice President ("RVP"), which entitles him or her to
earn higher compensation and bonuses. RVPs are independent contractors who open and operate offices for their sales
organizations and devote their full attention to their Primerica businesses. RVPs also support and monitor the
part-time sales representatives on whose sales they earn override commissions in compliance with applicable
regulatory requirements. RVPs' efforts to expand their businesses are a primary driver of our success.

Innovative compensation system: We have developed an innovative system for compensating our independent sales
force that is contingent upon product sales. We advance to our representatives a significant portion of their insurance
commissions upon their submission of an insurance application and the first month's premium payment. In addition to
being a source of motivation, this upfront payment provides our sales representatives with immediate cash flow to
offset costs associated with originating the business. In addition, monthly production bonuses are paid to sales
representatives whose downline sales organizations meet certain sales levels. With compensation tied to sales activity,
our compensation approach accommodates varying degrees of individual productivity, which allows us to effectively
use a large group of part-time representatives while providing a variable cost structure. In addition, we incentivize our
RVPs with equity compensation, which aligns their interests with those of our stockholders.

Large dynamic sales force: Members of our sales force primarily target and serve their friends, family members and
personal acquaintances through individually driven networking activities. We believe that this warm markets
approach is an effective way to distribute our products because it facilitates face-to-face interaction initiated by a
trusted acquaintance of the prospective client, which is difficult to replicate using other distribution approaches. Due
to the large size of our sales force and our active recruiting of new sales representatives, our sales force is able to
continually access an expanding base of prospective clients without engaging costly media channels.

Motivational culture: Through sales force recognition events and contests, we seek to create a culture that inspires
and rewards our sales representatives for their personal successes and those of their sales organizations. We believe
this motivational environment is a major reason that many sales representatives join and achieve success in our
business.

Structure and Scalability of Our Sales Force

New sales representatives are recruited by existing sales representatives. When these new recruits join our sales force,
they are assigned an upline relationship with the sales representative who recruited them and with the recruiting sales
representative's respective upline RVP organization. As new sales representatives are successful in recruiting other
sales representatives, they begin to build their own organization of sales representatives who become their downline
sales representatives. We encourage our sales representatives to bring in new recruits to build their own sales
organizations, enabling them to earn override commissions on sales made by members of their downline organization.
While the substantial majority of our sales representatives are part-time, approximately 4,000 sales representatives
served as RVPs at December 31, 2012. RVPs establish and maintain their own offices, which we refer to as field
offices. Additionally, they are responsible for funding the costs of their administrative staff, marketing materials,
travel and training and exclusive recognition events for the sales representatives in their respective downline
organizations. Field offices provide a location for conducting recruiting meetings, training events and sales-related
meetings, disseminating our Internet-streamed TV programming, conducting compliance functions, and housing field
office business records.

Our sales-related expenses are largely variable costs that fluctuate with product sales volume. Sales-related expenses
consist primarily of sales commissions and incentive programs for our sales representatives, as well as costs
associated with information technology, compliance, administrative activities, sales management and training.

10
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With support provided by our home office staff, RVPs play a major role in training, motivating and monitoring our
sales representatives. Because the sales representative's compensation grows with the productivity of his or her
downline organization, our distribution model provides financial rewards to sales representatives who successfully
develop, support and monitor productive sales representatives. Furthermore, we have developed proprietary tools and
technology to enable our RVPs to reduce the time spent on administrative responsibilities associated with their sales
organizations so

3
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they can devote more time to the sales and recruiting activities that drive our growth. We believe that our tools and
technology, coupled with our equity incentive award program, further incentivize our sales representatives to become
RVPs.
To encourage our most successful RVPs to build large downline sales organizations that generate strong sales
volumes, we established the Primerica Ownership Program to provide certain qualifying RVPs a contractual right,
upon meeting certain criteria, to sell their Primerica businesses to another RVP or transfer it to a qualifying family
member.
Both the structure of our sales force and the capacity of our support capabilities provide us with a high degree of
scalability as we grow our business. Our support systems and technology are capable of supporting a large sales force
and a high volume of transactions. In addition, by sharing training and compliance activities with our RVPs, we are
able to grow without incurring proportionate overhead expenses, which accommodates an increase in sales
representatives, clients, product sales and transactions.
Recruitment of Sales Representatives
The recruitment of sales representatives is undertaken by our existing sales representatives, who identify prospects
and share with them the benefits of associating with our organization. Our sales representatives showcase our
organization as dynamic and capable of improving lives by demonstrating the success achieved by the members of our
sales force.
After the initial contact, prospective recruits typically are invited to an opportunity meeting, which is conducted by an
RVP. The objective of an opportunity meeting is to inform recruits about our mission and their opportunity to join our
sales force. At the conclusion of each opportunity meeting, prospective recruits are asked to complete an application
and pay a $99 fee to commence their pre-licensing training and licensing examination preparation programs, which
are provided by the Company generally at no additional charge. Recruits are not obligated to purchase any of our
products in order to become sales representatives, though they may elect to purchase our term life insurance to provide
financial protection for their families or our investment and savings products to save for their retirement and other
needs.
Our sales force is our sole distribution channel and our success depends on the ongoing recruitment, training and
licensing of new sales representatives. Recruits may become our clients or provide us with access to their friends,
family members and personal acquaintances. As a result, we continually work to improve our systematic approach to
recruiting and training new sales representatives so they can obtain the licensing and skills necessary for success.
Similar to other distribution systems that rely upon part-time sales representatives and typical of the life insurance
industry in general, we experience wide disparities in the productivity of individual sales representatives. Many new
recruits do not get licensed, mainly due to the time commitment required to obtain licenses and various regulatory
hurdles. Many of our licensed sales representatives are only marginally active in our business. As a result, we plan for
this disparate level of productivity and view a continuous recruiting cycle as a key component of our distribution
model. Our distribution model is designed to address the varying productivity associated with part-time sales
representatives by paying production-based compensation, emphasizing recruiting, and continuing initiatives to
address barriers to licensing new recruits. By providing override commissions to sales representatives on the sales
generated by their downline sales organization, our compensation structure aligns the interests of our sales
representatives with our interest in recruiting new representatives and maximizing their success.
The following table provides information on new recruits and sales representatives:

Year ended December 31,

2012 2011 2010
Number of new recruits 191,752 244,756 231,390
Number of newly insurance-licensed sales representatives 34,425 33,711 34,488
Number of insurance-licensed sales representatives, at period end 92,373 91,176 94,850
ge\;ir)zge number of insurance-licensed sales representatives during 90.981 91.855 96.840

We define new recruits as individuals who have submitted an application to join our sales force, together with
payment of a $99 fee to commence their pre-licensing training. We may not approve certain new recruits to join our

12
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sales force, and others elect to withdraw from our sales force prior to becoming active in our business.

On average, it requires approximately three months for our sales representatives to complete the necessary
applications and pre-licensing coursework and to pass the applicable state or provincial examinations to obtain a
license to sell our term life insurance products. As a result, individuals recruited to join our sales force within a given
fiscal period may not become licensed sales representatives until a subsequent period.

4
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Sales Force Motivation, Training and Communication

Motivating, training and communicating with our sales force are critical to our success and that of our sales force.
Motivation. Through our proven system of sales force recognition events, contests, and communications, we provide
incentives that drive our results. Motivation is driven in part by our sales representatives' belief that they can achieve
higher levels of financial success by building their own businesses as Primerica sales representatives. The opportunity
to help others address financial challenges is also a significant source of motivation for many of our sales
representatives, as well as for our management and home office employees.

We motivate our sales representatives to succeed in our business by:

compensating our sales representatives for product sales by them and their downline organizations;

helping our sales representatives learn financial fundamentals so they can confidently and effectively assist our
clients;

reducing the administrative burden on our sales force, which allows them to devote more of their time to building a
downline organization and selling products; and

creating a culture in which sales representatives are encouraged to achieve goals through the recognition of their sales
and recruiting achievements, as well as those of their sales organizations.

To help our sales representatives understand that they are part of a larger enterprise than their field office, we conduct
numerous local, regional and national meetings. These meetings inform and motivate our sales force. In June 2013, we
are scheduled to hold our biennial international convention at the Georgia Dome in Atlanta. In previous years, many
of our new recruits and sales representatives elected to attend our meetings at their own expense, which we believe
further demonstrates their commitment to our organization and mission.

Training. Our sales representatives must hold licenses to sell most of our products. Our in-house insurance licensing
program offers a significant number of classroom, online and self-study insurance pre-licensing courses to meet
applicable state and provincial licensing requirements and prepare recruits to pass applicable licensing exams. For
those representatives who wish to sell our investment and savings products, we contract with third-party training firms
to conduct exam preparation and also offer supplemental training tools.

We provide courses, tools and incentives to help new recruits become licensed sales representatives. For example, we
offer, generally at no cost to our sales force, a personalized study plan, an online exam simulator, a tool that uses a
student's prior performance to provide simulated exams that focus on individual study needs, a variety of review
classes, and life insurance study and exam review videos and audios. We also provide an online interactive tool that
provides new recruits with a step-by-step guide to building their Primerica businesses.

Other internal training program opportunities include sales, management skills, business ownership, product and
compliance training modules and videos. Additionally, many RVPs conduct sales training either on nights or
weekends, providing new recruits a convenient opportunity to attend training outside of weekday jobs or family
commitments.

Communication. We communicate with our sales force through multiple channels, including:

Primerica Online ("POL"), which is our intranet website designed to be a support system for our sales force. POL
provides sales representatives with access to their Primerica e-mail, bulletins and alerts, business tracking tools and
real-time updates on their pending life applications and new recruits. We also use POL to provide real-time
recognition of sales representatives' successes and scoreboards for sales force production, contests and trips. In
addition, POL is a gateway to our product providers and product support. More than 160,000 of our sales
representatives, both licensed and not-yet licensed, subscribed to POL at December 31, 2012. Subscribers generally
pay a $25 monthly fee to subscribe to POL, which helps cover the cost of maintaining this support system.

our in-house TV network, which is broadcast by Internet-streaming video. We create original broadcasts and videos
that enable senior management to update our sales force and provide training and motivational presentations. We
broadcast a live weekly program hosted by home office management and selected RVPs that focuses on new
developments and provides motivational messages to our sales force. We also broadcast a training-oriented program
to our sales force on a weekly basis and profile successful sales representatives, allowing these individuals to educate
and train our other sales representatives by sharing their secrets for success.

14
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our publications department, which produces materials to support, motivate, and inform our sales force. We sell
recruiting materials, sales pieces, business cards and stationery and provide total communications services, including
web design, print presentations, graphic design and script writing. We also produce a weekly mailing that includes
materials promoting our current incentives, as well as the latest news about our product offerings.
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Sales Force Support and Tools

Our information systems and technology are designed to support a sales and distribution model that relies on a large
group of predominantly part-time representatives and assist them in building their own businesses. We provide our
sales representatives with sales tools that allow both new and experienced sales representatives to offer financial
information and products to their clients. The most significant of these tools are:

Our Financial Needs Analysis: Our FNA is a proprietary, web-based, needs-based analysis tool. The FNA gives our
sales representatives the ability to collect and synthesize client financial data and develop a financial analysis for the
client that is easily understood. The FNA, while not a financial plan, provides our clients with a personalized
explanation of how our products work and introduces prudent financial concepts, such as regular saving and
accelerating the repayment of high cost credit card debt to help them reach their financial goals. The FNA provides
clients with a snapshot of their current financial position and identifies their life insurance, savings and debt resolution
needs.

Our Point-of-Sale Application Tool: Our web-based, point-of-sale software, TurboApps, is an internally developed
system that streamlines the application process for our insurance products. This application populates client
information from the FNA to eliminate redundant data collection and provides real-time feedback to eliminate
incomplete and illegible applications. Integrated with our paperless field office management system described below
and with our home office systems, TurboApps allows our RVPs and us to realize the efficiencies of
straight-through-processing of application data and other information collected on our sales representatives' mobile
devices, which results in expedited processing of our life insurance product sales. TurboApps also supports our
recruiting activity and our U.S. mutual fund product sales. We developed the web-based versions of TurboApps to
take advantage of the proliferation of portable devices and wireless Internet connections, including smartphones,
laptop computers and tablets.

Virtual Base Shop: In an effort to ease the administrative burden on RVPs and simplify sales force operations, we
make available to RVPs a secure Intranet-based paperless field office management system as part of the POL
subscription. This virtual office is designed to automate the RVP's administrative responsibilities and can be accessed
by all sales representatives in an RVP's immediate downline sales organization, which we refer to as his or her base
shop.

Other Tools: We utilize proprietary and third-party products, including web-based software and mobile devices and
applications, for more efficient application processing, client support, and sales force administration, among other
uses. For example, our Primerica App for certain mobile devices is broadly used by our sales force for receipt of
internal communications and client support.

We also make available other technology to support our sales force in managing their businesses and in serving our
clients, including:

a toll-free sales support call center to address questions and assist with paperwork, underwriting and licensing;

a tele-underwriting process that allows clients to provide needed medical information without disclosing it to our sales
representatives; and

POL for tracking the status of pending life insurance applications and the progress of their new recruits in their
training and licensing efforts.

Performance-Based Compensation Structure

Our compensation system is rooted in our origin as an insurance agency. Our sales representatives can earn
compensation in multiple ways, including:

sales commissions and fees based on their personal sales and client assets under management;

override commissions based on sales by sales representatives and fees based on client assets under management in
their downline organizations;

bonuses and other compensation, including equity-based compensation, based on their own sales performance, the
aggregate sales performance of their downline organizations and other criteria; and

participation in our contests and other incentive programs.

Our compensation system pays a commission to the selling representative who actually sells the product and override
commissions to several levels of the selling representative's upline organization. With respect to term life insurance
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sales, commissions are calculated based on the total first-year premium (excluding policy fee) for all policies and

riders. To motivate our sales force, we compensate them for term life insurance product sales as quickly as possible.

We advance a majority of the insurance commission upon the submission of a completed application and the first
month's premium payment. The remainder of the life insurance sales commission is paid upon receipt of the first 12
months of premium. As the client makes his or her premium payments, the commission is earned by the sales
representative and the commission

6
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advance is recovered by the Company. If premium payments are not made by the client and the policy terminates, any
outstanding advance commission is charged back to the sales representative. The chargeback would equal that portion
of the advance that was made, but not earned, by the representative because the client did not pay the full premium for
the period of time for which the advance was made to the representative. Chargebacks, which occur in the normal
course of business, may be recovered by reducing any cash amounts otherwise payable to the sales representative.
Sales representatives and their upline organizations are contractually obligated to repay us any commission advances
that are ultimately not earned due to the underlying policy lapsing prior to the full commission being earned.
Additionally, we hold back a portion of the commissions earned by our sales representatives as a reserve out of which
we may recover chargebacks. The amounts held back are referred to as deferred compensation account commissions
(“DCA commissions”). DCA commissions are available to reduce amounts owed to the Company by sales
representatives. DCA commissions also provide an upline sales representative with a cushion against the chargeback
obligations of their downline sales representatives. DCA commissions, unless applied to amounts owed, are ultimately
released to sales representatives.

Generally, commissions are not paid after the first year with respect to a policy. One of our riders provides for
coverage increases each year. For such riders, commissions in the second year and thereafter are only paid with
respect to the premium increase related to the increased coverage. Renewal commissions are paid on some older
in-force policies. At the end of the policy duration, compensation is paid on conversions.

We also pay compensation to our sales force for the sale of mutual funds, annuities, long-term care insurance, prepaid
legal services and our Primerica DebtWatchers™ products, and for the referral of customers seeking auto and home
insurance and debt resolution products. For most mutual funds (non-managed accounts) and annuity products,
commissions are paid both on the sale and on the total value of assets under management and are calculated based on
the dealer re-allowance and trail compensation actually paid to us. For managed account mutual fund products, fees
earned are based on the total of assets under management. Long-term care insurance commissions are calculated based
on the amount of premium paid. Prepaid legal services commissions and Primerica DebtWatchers™ commissions are
paid in fixed amounts on the sale of the respective product. For auto and homeowners' insurance products, fees are
paid for referrals that result in completed applications. For debt resolution products, fees are paid with respect to
referrals that result in enrollments. In Canada, we also pay commissions to our sales force on sales of supplemental
health insurance, as well as accident and disability insurance, primarily to small businesses. Fees are paid in fixed
amounts based on the sale of the respective products and any renewals.

We pay bonuses and other incentive compensation for the sale of certain products. Bonuses are paid to the selling
representative or to selected override levels, or both, for achieving specified production levels for the sale of term life
insurance, investment and savings products, and prepaid legal services, and for auto and home insurance referrals.
Upon achieving certain goals and building their teams, new representatives can qualify for additional bonuses, which
are generally contingent on new recruits completing their first personal sales.

In addition to these methods of compensation, we use a quarterly compensation program under which RVPs can earn
equity awards based on various production and sales criteria. Effective deployment of these programs allows us to
align the interests of our sales force with those of our stockholders.

Sales Force Licensing

The states, provinces and territories in which our sales representatives operate generally require our sales
representatives to obtain and maintain licenses to sell our insurance and securities products, requiring our sales
representatives to pass applicable examinations. Our sales representatives may also be required to maintain licenses to
sell certain of our other financial products. To encourage new recruits to obtain their life licenses, we either pay
directly or reimburse the sales representative for certain licensing-related fees and expenses once he or she passes the
applicable exam and obtains the applicable life insurance license.

To sell insurance products, our sales representatives must be licensed by their resident state, province or territory and
by any other state, province or territory in which they do business. In most states, our sales representatives must be
appointed by our applicable insurance subsidiary.

To sell mutual funds, our U.S. sales representatives must be registered with the Financial Industry Regulatory
Authority (“FINRA”) and be Series 6 licensed and, in most states, Series 63 licensed by each state in which they sell
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securities products. To sell variable annuity products, our sales representatives must have these licenses and FINRA
registrations and be appointed by the annuity underwriter in the states in which they market annuity products. To sell
our managed account product, our representatives must be licensed as an investment advisor representative.

Our Canadian sales representatives selling mutual fund products are required to be licensed by the securities
commissions in the provinces and territories in which they sell mutual fund products. Our Canadian sales
representatives
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who are licensed to sell our insurance products do not need any further licensing to sell our segregated funds products
in Canada. In Canada, sales representatives who refer clients to a mortgage lender do not have to be licensed as a
mortgage broker.

Supervision and Compliance

To ensure compliance with various federal, state, provincial and territorial legal requirements, we and our RVPs share
responsibility for maintaining an overall compliance program that involves compliance training and supporting and
monitoring the activities of our sales representatives. Our Office of the General Counsel and our Field Supervision
Department work with RVPs to develop appropriate compliance procedures and systems.

Generally, all RVPs must obtain a principal license (FINRA Series 26 in the United States and Branch Manager
license in Canada), and, as a result, they assume supervisory responsibility over the activities of their downline sales
organizations. Additional supervision is provided by approximately 490 Offices of Supervisory Jurisdiction (“OSJs”),
which are run by select RVPs who receive additional compensation for assuming additional responsibility for
supervision and compliance monitoring across all product lines. OSJs are required to periodically inspect our field
offices and report to us any compliance issues they observe.

All of our sales representatives are required to participate in our annual compliance meeting, a program administered
by our senior management and our legal and compliance staff at which we provide a compliance training overview
across all product lines and require the completion of compliance checklists by each of our licensed sales
representatives for each product he or she offers. Additionally, our sales representatives receive periodic compliance
newsletters regarding new compliance developments and issues of special significance. Furthermore, the OSJs are
required to complete an annual training seminar that focuses on securities compliance and field supervision.

Our Compliance Department regularly runs surveillance reports designed to monitor the activity of our sales force. If
we detect any unusual or suspicious activity, our Compliance Department commences an investigation and ensures
appropriate action is taken to resolve any issues and address disciplinary action. Our Field Supervision Department
regularly assists the OSJs and communicates compliance requirements to them to ensure they properly discharge their
supervisory responsibilities. The Field Supervision Department also periodically inspects OSJ offices.

Our Field Audit Department regularly conducts audits of all sales representative offices, including scheduled and
no-notice audits. Our policy is to conduct approximately 50% of the field office audits on a no-notice basis. The Field
Audit Department reviews all regulatory-required records that are not maintained at our home office. Any compliance
deficiencies noted in the audit must be corrected, and we carefully monitor all corrective action. Field offices that fail
an audit are subject to a follow-up audit in 150 days. Continued audit deficiencies are addressed through a progressive
disciplinary structure that includes fines, reprimands, probations and terminations.

Our Products

We tailor our products to appeal to middle income consumers. We believe our face-to-face delivery of products and
the FNA add sufficient value to the client to allow us to compete on the basis of product value, service and price.
Reflecting our philosophy of helping middle income clients with their financial product needs and ensure
compatibility with our distribution model, our products generally incorporate the following criteria:

Consistent with sound individual finance principles: Products must be consistent with good personal finance
principles for middle income consumers, such as reducing debt, minimizing expenses and encouraging long-term
savings.

Designed to support client multiple goals: Products are designed to address and support a broad range of financial
woals rather than compete with or cannibalize each other. For example, term life insurance does not compete with
mutual funds because term life has no cash value or investment element.

Ongoing needs based:  Products must meet the ongoing financial needs of many middle income consumers so that
the likelihood of a potential sale is high.

Easily understood and sold: Products must be appropriate for distribution by our sales force, which requires that the
application and approval process must be simple to understand and explain, and the likelihood of approval must be
sufficiently high to justify the investment of time by our sales representatives.

We use three operating segments to organize, evaluate and manage our business: Term Life Insurance, Investment and
Savings Products, and Corporate and Other Distributed Products. See “Management's Discussion and Analysis of
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Financial Condition and Results of Operations — Results of Operations” and Note 2 (Segment Information) to our
consolidated and combined financial statements included elsewhere in this report for certain financial information
regarding our operating segments and the geographic areas in which we operate.
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The following table provides information on our principal products and the principal sources thereof by operating
segment as of December 31, 2012.

Operating Segment

Term Life Insurance

Investment and Savings
Products

Corporate and Other
Distributed Products

Principal Products

Term Life Insurance

Mutual Funds and
Certain Retirement
Plans

Managed Accounts
Variable Annuities

Fixed Indexed Annuities

Fixed Annuities

Segregated Funds

Primerica
DebtWatchers™

Long-Term Care
Insurance

Prepaid Legal
Services

Supplemental Health
and Accidental Death &
Disability Insurance

Auto and
Homeowners'
Insurance

Principal Sources of Products

(Applicable Geographic Territory)
Primerica Life (U.S. (except New York), the
District of Columbia and certain territories)
NBLIC (New York)

Primerica Life Canada (Canada)

American Century Investments (U.S.)

American Funds (U.S.)

Franklin Templeton (U.S.)

ING Life Insurance and Annuity Company (U.S.)
Invesco (U.S.)

Legg Mason Global Asset Management (U.S.)
Pioneer Investments (U.S.)

AGF Funds (Canada)

Concert™ Funds (Canada)

Lockwood Advisors (U.S.)
MetLife Investors and its affiliates (U.S.)

The Lincoln National Life Insurance Company and
its affiliates (U.S.)

MetLife Investors USA Life Insurance Company and
its affiliates (U.S.)

Primerica Life Canada (Canada)

Equifax Consumer Services LLC (U.S. and Canada)
Genworth Life Insurance Company and its

affiliates (U.S.)

Various insurance companies, as offered through

LTCI Partners, LLC (U.S.)

Prepaid Legal Services, Inc. (U.S. and Canada)

The Edge (Canada)

Various insurance companies, as offered through
Answer Financial, Inc. (U.S.)
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Debt Resolution
Products()

Mortgage Loan
Referrals()

Student Life Insurance

Short-Term Disability
Benefit Insurance

Freedom Financial Network, LLC (U.S.)

B2B Bank, as offered through its affiliate,
AGEF Trust Company (Canada)

NBLIC (U.S., except Alaska, Hawaii, Montana,
Washington and the District of Columbia)

NBLIC (New York and New Jersey)
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Term Life Insurance Products
Through our three life insurance subsidiaries — Primerica Life, NBLIC and Primerica Life Canada — we offer term life
insurance to clients in the United States, its territories, the District of Columbia and Canada. In 2011, the latest period
for which data is available, we were the largest provider of individual term life insurance in the United States based on
the amount of in-force premiums collected, according to LIMRA.
We believe that term life insurance is a better alternative for middle income clients than cash value life insurance.
Term life insurance provides a guaranteed death benefit if the insured dies during the fixed coverage period of an
in-force policy, thereby providing financial protection for his or her named beneficiaries in return for the periodic
payment of premiums. Term insurance products, which are sometimes referred to as pure protection products, have no
savings or investment features. By buying term life insurance rather than cash value life insurance, a policyholder
initially pays a lower premium and, as a result, may have funds available to invest for retirement and other needs. We
also believe that a person's need for life insurance is inversely proportional to that person's need for retirement
savings, a concept we refer to as the theory of decreasing responsibility. Young adults with children, new mortgages
and other obligations need to buy higher amounts of insurance to protect their family from the loss of future income
resulting from the death of a primary bread winner. With its lower initial premium, term life insurance lets young
families buy more coverage for their premium dollar when their needs are greatest and still have the ability to have
funds for their retirement and other savings goals.
We design our term life insurance products to be easily understood by, and meet the needs of, our clients. Clients
purchasing our term life insurance products generally seek stable, longer-term income protection products for
themselves and their families. In response to this demand, we offer term life insurance products with level premium
coverage periods that range from 10 to 35 years and an array of coverage face amounts. Additionally, certain term life
insurance policies may be customized through the addition of riders to provide coverage for specific protection needs,
such as mortgage and college expense protection. Policies remain in force until the expiration of the coverage period
or until the policyholder ceases to make premium payments and terminates the policy. Premiums are guaranteed not to
rise above a certain amount each year during the life of the policy. The initial guarantee period for policies issued in
the United States equals the initial term period, up to a maximum of 20 years. After 20 years, we have the right to
raise the premium, subject to limits provided for in the applicable policy. In Canada, the amount of the premium is
guaranteed for the entire term of the policy.
One of the innovative term life insurance products that we offer is TermNow, which is our rapid issue term life
product that provides for face amounts of $250,000 and below. In the United States, TermNow allows a sales
representative to take an online application and, with the client’s permission, allows the Company to access databases,
including prescription drug, Medical Information Bureau ("MIB"), and motor vehicle records as part of the
underwriting process. In Canada, TermNow is underwritten using the online application and MIB data, but the
Company uses this data and the client's responses to application questions to determine additional underwriting
procedures in lieu of accessing motor vehicle records and prescription drug databases. These processes replaced the
prior process of collecting a saliva sample. Results of these searches are reported in real time to our underwriting
system, which then decides whether or not to rapidly issue a policy.
The average face amount of our in-force policies issued in 2012 was approximately $243,000. The following table sets
forth selected information regarding our term life insurance product portfolio:

Year ended December 31,

2012 2011 2010
Life insurance issued:
Number of policies issued 222,558 237,535 223,514
Face amount issued (in millions) $68,053 $73,146 $74,401
December 31,
2012 2011 2010
Life insurance in force:
Number of policies in force 2,317,679 2,316,131 2,311,030
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Face amount in force (in millions) $670,412 $664,955 $656,791
Pricing and Underwriting. We believe that effective pricing and underwriting are significant drivers of the
profitability of our life insurance business and we have established our pricing assumptions to be consistent with our

underwriting practices. We set pricing assumptions for expected claims, lapses, investment returns and expenses based
on our experience and other factors. These other factors include:

expected changes from relevant experience due to changes in circumstances, such as (i) revised underwriting
procedures affecting future mortality and reinsurance rates, (ii) new product features, and (iii) revised
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administrative programs affecting sales levels, expenses, and client continuation or termination of policies; and
observed trends in experience that we expect to continue, such as general mortality improvement in the general
population and better or worse policy persistency (the period over which a policy remains in force) due to changing
economic conditions.
Under our current underwriting guidelines, we individually assess each insurable adult applicant and place such
applicant into one of four risk classifications based on current health, medical history and other factors. Each of these
four classifications (preferred plus, preferred, non-tobacco and tobacco) has specific health criteria. We may decline
an applicant's request for coverage if his or her health or activities create unacceptable risks for us.
We do not have our sales representatives collect sensitive and personal medical information from an applicant. Our
sales representatives ask applicants a series of yes or no questions regarding the applicant's medical history. If we
believe that follow up regarding an applicant's medical history is warranted, we use a third-party provider and its
trained personnel to contact the applicant by telephone to obtain a detailed medical history. The report resulting from
the tele-underwriting process is electronically transmitted to us and is evaluated in our underwriting process. During
the underwriting process, we may consider information about the applicant from third-party sources such as the MIB,
prescription drug databases, motor vehicle bureaus and physician statements.
To accommodate the significant volume of insurance business that we process, we and our sales force use technology
to make our operations more efficient. We provide a web-based life insurance application that supports TermNow and
other term life insurance products. We designed the web-based application and TermNow product to allow our sales
representatives to submit an application via our Intranet, allowing us to underwrite the applicant in real-time and send
an approval or additional underwriting notice back to the applicant and representative all within minutes.
Approximately 87% of the life insurance applications we received in 2012 were submitted electronically, including
through our web-based life insurance application. Our web-based life insurance application ensures that the
application is submitted error-free, collects the applicant's electronic signatures and populates the RVP's sales log. For
paper applications, we use our proprietary review and screening system to automatically screen that an application
meets regulatory and other requirements, as well as alert our application processing staff to any deficiencies with the
application. If any deficiencies are noted, our application processing staff telephones the sales representative to obtain
the necessary information. Once an application is complete, the pertinent application data is uploaded to our life
insurance administrative systems, which manage the underwriting process by electronically analyzing data and
recommending underwriting decisions and communicating with the sales representative and third-party providers.
Claims Management. Our insurance subsidiaries processed over 14,000 life insurance benefit claims in 2012 on
policies underwritten by us and sold by our sales representatives. These claims fall into three categories: death, waiver
of premium (applicable to disabled policyholders who purchased a rider pursuant to which Primerica agrees to waive
remaining life insurance premiums during a qualifying disability), or terminal illness. The claim may be reported by
our sales representative, a beneficiary or, in the case of terminal illness, the policyholder. Following are the benefits
paid by us for each category of claim:

Year ended December 31,

2012 2011 2010

(In thousands)
Death $1,040,507 $993,396 $939,107
Waiver of premium 28,665 25,836 24,136
Terminal illness() 7,819 9,654 9,354

1y We consider claims paid for terminal illness to be loans made to the beneficiary that are repaid to us upon death of
the beneficiary from the death benefit.

In the United States, after coverage has been in force for two years, we may not contest the policy for

misrepresentations in the application or the suicide of the insured. In Canada, we have a similar two-year

contestability period, but we are permitted to contest insurance fraud at any time. As a matter of policy, we do not

contest any coverage issued by us to replace the face amount of another insurance company's individual coverage to

the extent the replaced coverage would not be contestable by the replaced company. We believe this approach helps
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our sales representatives sell replacement policies, as it reassures clients that claims made under their replacement
policies are not more likely to be contested as to the face amount replaced. Through our claims administration system,
we record, process and pay the appropriate benefit for any reported claim. Our claims system is used by our home
office investigators to order medical and investigative reports from third-party providers, calculate amounts due to the
beneficiary (including interest) and report payments to the appropriate reinsurance companies.
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The Company and its subsidiaries cross-check public death records at least quarterly to timely identify potential
deceased policyholders for whom claims have not been filed. If unreported deaths are identified, the Company
attempts to contact the beneficiaries to verify the death of the insured and, if necessary, facilitate payment to the
beneficiaries.

Reinsurance. We use reinsurance primarily to reduce the volatility risk with respect to mortality. Since 1994, we
have reinsured death benefits in the United States on a first dollar quota share yearly renewable term (“YRT”) basis. We
pay premiums to each reinsurer based on rates in the applicable agreement.

We generally reinsure 90% of all U.S. insurance policies that we underwrite, excluding coverage under certain riders,
and, for all risks in excess of $4 million per life of coverage, we reinsure on a case-by-case basis. With respect to our
Canadian insurance policies, we previously utilized reinsurance arrangements where we reinsured only face amounts
above $500,000 per life on an excess loss YRT basis, and, for all risk in excess of $2 million per life, we reinsured on
a case-by-case basis. In 2012, we began a YRT reinsurance arrangement in Canada similar to our U.S. program that
reinsures 80% of the face amount for every policy sold. We also reinsure substandard cases on a facultative basis to
capitalize on the extensive experience some of our reinsurers have with substandard cases. A substandard case has a
level of risk that is acceptable to us, but at higher premium rates than a standard case because of the health, habits or
occupation of the applicant.

While our reinsurance agreements are expected to continue indefinitely, both we and our reinsurers are entitled to
discontinue any reinsurance agreement as to future policies by giving advance notice of 90 days to the other. Each
reinsurer's ability to terminate coverage for existing policies is limited to circumstances such as a material breach of
contract or nonpayment of premiums by us. Each reinsurer has the right to increase rates with certain restrictions. If a
reinsurer increases rates, we have the right to immediately recapture the business. Either party may offset any balance
due from the other party. For additional information, see Note 1 (Description of Business, Basis of Presentation, and
Summary of Significant Accounting Policies) and Note 5 (Reinsurance) to our consolidated and combined financial
statements.

Financial Strength Ratings. Ratings with respect to financial strength are an important factor in establishing our
competitive position and maintaining public confidence in us and our ability to market our products. Ratings
organizations review the financial performance and condition of most insurers and provide opinions regarding
financial strength, operating performance and ability to meet obligations to policyholders. For additional information,
see "Management's Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital
Resources — Rating Agencies."

Investment and Savings Products

We believe that middle income families have significant unmet retirement and other savings needs. Using our FNA
tool, our sales representatives help our clients understand their current financial situation and how they can use
time-tested financial principles, such as prioritizing personal savings, to reach their savings goals. Our products
comprise basic saving and investment vehicles that seek to meet the needs of clients in all stages of life.

Through PFES, PES Investments, Primerica Life Canada, PFSL Investments Canada, and our licensed sales
representatives, we distribute and sell to our clients mutual funds, managed accounts, variable and fixed annuities,
fixed indexed annuities and segregated funds. As of December 31, 2012, approximately 21,900 of our sales
representatives were licensed to distribute mutual funds in the United States and Canada. As of December 31, 2012,
approximately 11,500 of our sales representatives were licensed and appointed to distribute variable and fixed
annuities in the United States and approximately 8,800 of our sales representatives were licensed to sell segregated
funds in Canada.

Mutual Funds. In the United States, our licensed sales representatives primarily distribute mutual funds from the
following select asset management firms: American Century Investments, American Funds, Franklin Templeton, ING
Life Insurance and Annuity Company, Invesco, Legg Mason and Pioneer. We have selling agreements with each of
these fund companies and a number of other fund companies. These firms have diversified product offerings,
including domestic and international stock, bond and money market funds. Each firm has individual funds with long
track records and each continually evaluates its fund offerings and adds new funds on a regular basis. Additionally,
their product offerings reflect diversified asset classes and varied investment styles. We believe these asset
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management firms provide funds that meet the investment needs of our clients.

During 2012, four of these fund families (Legg Mason, Invesco, American Funds and Franklin Templeton) accounted
for approximately 94% of our mutual fund sales in the United States. Legg Mason and Invesco each have large
wholesaling teams that support our sales force in distributing their mutual fund products. Our selling agreements with
these firms all have indefinite terms and provide for termination at will. Each of these agreements authorizes us to
receive purchase orders for shares of mutual funds or similar investments underwritten by the fund company and to
sell and distribute the shares on behalf of the fund company. All purchase orders are subject to acceptance or rejection
by the relevant fund

12

29



Edgar Filing: Primerica, Inc. - Form 10-K

Table of Contents

company in its sole discretion. Purchase orders received by the fund company from us are accepted only at the
then-applicable public offering price for the shares ordered (the net asset value of the shares plus any applicable sales
charge). For sales of shares that we initiate, we are paid commissions based upon the dollar amount of the sales and
earn marketing and distribution (12b-1) fees, on mutual fund products sold based on asset values in our client
accounts. Pursuant to agreements with certain fund companies, we also receive, as consideration for our mutual fund
sales infrastructure, a mutual fund support fee based on one or more of the following: a percentage of fund sales, a
percentage of the value of our clients' assets in the funds, or an agreed-upon fixed amount.

In Canada, our sales representatives offer Primerica-branded Concert™ Series funds, which accounted for approximately
43% of our Canadian mutual fund product sales in 2012. Our Concert™ Series of funds are six different asset allocation
funds with varying investment objectives ranging from fixed income to aggressive growth. Each Concert™ Series fund
is a fund of funds that allocates fund assets among equity and income mutual funds of AGF Funds, a major asset
management firm in Canada. The asset allocation within each Concert™ Series fund is determined on a contract basis by
Legg Mason. The principal non-proprietary funds that we offer our clients in Canada are funds of AGF Funds,
Mackenzie and Invesco Trimark. Sales of these non-proprietary funds accounted for approximately 42% of mutual
fund product sales in Canada in 2012. Like our U.S. fund family list, the asset management partners we have chosen
in Canada have a diversified offering of stock, bond and money market funds, including domestic and international
funds with a variety of investment styles.

A key part of our investment philosophy for our clients is the long-term benefits of dollar cost averaging through
systematic investing. To accomplish this, we assist our clients by facilitating monthly contributions to their investment
account by bank draft against their checking accounts. As of December 31, 2012, qualified retirement plans for which
we serve as nominee accounted for 72% of client account assets in the United States and 79% of client account assets
in Canada. Our high concentration of retirement plan accounts and our systematic savings philosophy are beneficial to
us as these accounts tend to have lower redemption rates than the industry and, therefore, generate more recurring
asset-based revenues.

Managed Accounts. PFS Investments is a registered investment advisor in the United States, and it offers a managed
accounts program under a contract with Lockwood Advisors, a registered investment advisor and unit of Bank of New
York Mellon. The offering consists of a mutual fund advisory program with a $25,000 minimum initial investment.
As part of our contract, Lockwood Advisors participates in the design and assists in the ongoing administration of the
program, including the investment of client assets on a discretionary basis into one or more asset allocation portfolios.
In contrast to our existing mutual fund and annuity business, in an advisory fee program, clients do not pay an upfront
commission; rather, they pay an annual fee based on the value of the assets in their account.

Variable Annuities. Our U.S. licensed sales representatives also distribute variable annuities underwritten and
provided by two MetLife insurance companies. Variable annuities are insurance products that enable our clients to
invest in accounts with attributes similar to mutual funds, but also have benefits not found in mutual funds, including
death benefits that protect beneficiaries from losses due to a market downturn and income benefits that guarantee
future income payments for the life of the policyholder(s). MetLife bears the insurance risk on the variable annuities
that we distribute.

With our assistance, Metlife has developed a series of private label annuity products specifically designed to meet the
needs of our clients. We are a party to a selling agreement with MetLife, which, among certain other rights, gives it
the right to supply us with certain annuity and other insurance products on an exclusive basis until July 2013 and on a
non-exclusive basis until July 2015.

Segregated Funds. In Canada, we offer segregated fund products, which are branded as our Common Sense
Funds™, that have some of the characteristics of our variable annuity products distributed in the United States. Our
Common Sense Funds™ are underwritten by Primerica Life Canada and offer our clients the ability to participate in a
diversified managed investment program that can be opened for as little as C$25. While the assets and corresponding
liability (reserves) are recognized on our balance sheet, the assets are held in trust for the benefit of the segregated
fund contract owners and are not commingled with the general assets of the Company.

The investment objective of segregated funds is long-term capital appreciation combined with some guarantee of
principal. Unlike mutual funds, our segregated fund product guarantees clients at least 75% of their net contributions
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(net of withdrawals) at the earlier of the date of their death or at the segregated fund's maturity date, which is selected
by the client. The portfolio consists of both equities and bonds with the equity component consisting of a pool of large
cap Canadian equities and the bond component consisting of Canadian federal government zero coupon treasuries.
The portion of the segregated fund portfolio allocated to zero coupon treasuries are held in sufficient quantity to
satisfy the guarantees payable at the maturity date of the segregated fund. As a result, our potential exposure to market
risk is very low as it comes from the guarantees payable upon the death of the client prior to the maturity date. With
the guarantee level at 75% and in light of the time until the scheduled maturity of our segregated funds contracts, we
currently do not believe it is necessary to allocate any corporate capital as reserves for segregated fund contract
benefits.
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Many of our Canadian clients invest in segregated funds through a registered retirement savings plan (“RRSP”). An
RRSP is similar to an individual retirement account, or IRA, in the United States in that contributions are made to the
RRSP on a pre-tax basis and income is earned on a tax-deferred basis. Our Common Sense Funds™ are managed by
AGF Funds, one of Canada's leading investment management firms, and a leading provider of our mutual fund
products.

Fixed Indexed Annuities. To expand our investment and savings product offerings, we entered into an agreement
with The Lincoln National Life Insurance Company to offer fixed indexed annuity products, which we began selling
throughout the United States in January 2012. These products combine safety of principal and guaranteed rates of
return with additional investment options tied to the S&P 500 Index that allow for returns that may move higher or
lower based on the performance of the index. We believe these and other fixed annuity products give both our life and
securities representatives more ways to assist our clients with their retirement planning needs.

Fixed Annuities. We sell fixed annuities underwritten by MetLife Investors USA Insurance Company and its
affiliates in the United States. Our current offering includes a fixed premium deferred annuity, a single premium
immediate annuity and a longevity income guaranteed annuity. The fixed premium deferred annuity allows our clients
to accumulate savings on a tax deferred basis with safety of principal and a guaranteed rate of return. The single
premium immediate annuity and longevity income guaranteed annuity provide clients with income alternatives during
retirement.

Revenue and Sales Force Compensation. In the United States, we earn revenue from our investment and savings
products business in three ways: commissions earned on the sale of such products; fees earned based upon client asset
values; and account-based revenue. On the sale of mutual funds (non-managed accounts) and annuities, we earn a
dealer reallowance or commission on new purchases as well as trail commissions on the assets held in our clients'
accounts, and we pay our sales representatives a percentage of the dealer reallowance and trail commissions we
receive. Sales representatives that qualify to offer managed accounts receive a portion of the annual fee we receive as
compensation for as long as we retain the account. We also receive marketing and support fees from most of our fund
providers. These payments are typically a percentage of sales or a percentage of the clients' total asset values, or a
combination of both.

We perform custodial services and receive fees on a per-account basis for serving as a non-bank custodian for certain
of our clients' retirement plan accounts for certain of the funds offered in the United States. We also perform
recordkeeping services for some of our select U.S. fund companies and receive compensation on a per-account basis
for these services. Because the total amount of these fees fluctuates with the number of such accounts, the opening or
closing of accounts has a direct impact on our revenues. From time to time, the fund companies for whom we provide
these services request that accounts with small balances be closed.

In Canada, we earn revenue from the sales of our investment and savings products in two ways: commi