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Our Company

2010 was an historic year for
Primerica. On April 1, 2010, we
became an independent company,
publicly traded on the New York
Stock Exchange. We view the
event as our re-founding.” We
trace our roots to A. L. Williams,
Inc., an insurance agency founded
in 1977 to distribute term life
insurance as an alternative to cash
value life insurance. A. L. Williams
popularized the concept of “Buy
Term and Invest the Difference,”
reflecting a view that we continue
to share today as Primerica, a Main
Street company delivering financial

products to Main Street families
across North America.
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Message to Stockholders

Dear Stockholders:

Since 1977, Primerica has helped millions of middle-income families with their financial needs by provid-
ing them with a strategy and means to gain financial indepegdence. In 2010, we took an important step in our
company’s independence and financial future. Our historic initial public offering (IPO) on April 1, 2010 rein-
forced Primerica’s entrepreneurial spirit and instilled a great deal of pride among our sales force and employees.
For these reasons, the IPO represented a new beginning—the re-founding of our company. We believe the
concept of a re—fouridip’g/is appfopriate because it not only signals a fresh start, but pays homage to our proud
34-year history and tfgck record. Our IPO gave us the opportunity to fold our years of experience, expertise
and innovation into an organization with a more streamlined balance sheet. More importantly, the IPO has
allowed us to focus on building Primerica for the long term. .

,T day, having successfully completed our re-founding, we are an independent company with a capltal

o structure that positions us to pursue opportunities to grow our exlstmg businesses, while also seeking addi-

txonal opportunities that we believe will build shareholder value over time. We are especially proud of what we
have been able to accomplxsh in an environment where millions of underserved middle-income families are -
facing unprecedented financial challenges We have made great strides in our first year asa pubhc company,
and we continue to be optimistic and excited about the future of our business.

WHO WE ARE
Beginning in 1977, anenca transformed the life i msurance industry with a phﬂosophy that has en-
couraged families to purchase affordable term life insurance and have more money to invest in thexr family’s
 future. “Buy Term and Invest the Difference” is the cornerstone of the financial game plan of millions of
North Amerlcan ﬁmlhes that we have served over the years. Even as we expand our products and setvices, this
mains a foundauon of ur phil hy, enabhng us to dehver over $939 mxll'on of death claims to.

/ ;aner'ica representat‘ives:\ :
assist cﬁehts in meeting their
needs for term hfe msurance,
'mutual ﬁmds anable annui-

more than 2 mllhon clxents '
‘mamtam their i mvestment
Alouht with us, making. usa
" leading distributor of financial
products to mlddle—mcome o

L "eholds in North America.




North America’s vast
middle-income market has
long been underserved by
traditional financial services
firms. Our unique education-
al approach and face-to-face
distribution model allow us
to meet the needs of middle-
income families in a cost-
effective manner. Our unique
approach has proven itself in
both favorable and challeng-
ing economic environments,
as evidenced by our results
this past year.

In addition, Primerica
provides an entrepreneurial
business opportunity for individuals seeking to distribute our financial products. Low entry costs and the
ability to begin on a part-time basis allow our recruits to supplement their existing income by starting an

independent business without leaving their current jobs.

OUR SALES FORCE IS VITAL TO OUR SUCCESS

Our ability to successfully navigate a challenging economic environment is a testament to the skill,
professionalism and longevity of our sales force. More than 20,000 of our field leaders have been with
Primerica for at least 10 years and 7,000 have been with the Company for at least 20 years.

Becoming a public company provided us with an opportunity to align the interests of our sales force,
stockholders and the Company. Our key field leaders—our Regional Vice Presidents—were so enthusias-
tic about owning Primerica stock that our IPO-directed share program was more than two times oversub-
scribed. Providing a significant equity stake for our sales force has created a unique ownership structure
in the financial services industry. We are proud of our equity incentive programs, which help build both
short- and long-term alignment for all of our stakeholders.

Most importantly for our business, the sales force’s reaction to becoming a public company exceeded
our expectations. The IPO removed uncertainty about our future and helped reinforce our position as a
stable, trusted advisor to middle-income families.

Ultimately, our capacity to grow Primerica rests on our ability to constantly improve the opportunity for
our independent sales representatives. Whether it is through new innovative incentives or improved product
offerings, we recognize the need to continually improve our opportunity. We believe that being re-founded
as the largest independent financial services distribution company in North America opens new vistas for us.

We are committed to using this freedom to continually improve our business opportunity.



2010 PERFORMANCE

We are extremely proud of what we have been able to accomplish during a challenging economic environ-
ment for our target market. Our Term Life business outperformed the industry. Our policies issued were down
only 4% in 2010 compared to 2009, while the term life policies issued in the industry declined 12%, accord-
ing to LIMRA. Our rectuiting growth also outpaced the direct selling industry in 2010. Primerica’s recruiting
increased 4% while the direct selling industry experienced an 8% decline in recruiting compared to 2009. The
size of our life-licensed insurance sales force declined 5% at year-end 2010 compared to year-end 2009 as li-
censing and non-renewals experienced downward pressure in the difficult economic environment. Investment
and savings products sales grew 21% in 2010 compared to 2009 while annuity sales significantly outpaced the
industry increasing 27% in 2010 compared to 2009.

The difficult market conditions affected our investment portfolio. However, with prudent expense
management and growth in our investment and savings products sales and asset values, we were able to

deliver strong financial results for the year.

325 1 Net income was $257.8 million for 2010
] compared to $494.6 million for 2009. Net
. income for 2009 as well as the first quarter of
2010 was higher because it did not reflect the
impact of the Citi reinsurance and reorganiza-
tion transactions executed in March and April
of 2010. As adjusted to reflect these transac-
tions as well as other operating adjustments, net
1 operating income was $161.5 million for 2010
$15 compared to $158.4 million for 2009.

A(«[lijr(i)l; June 30 Sept 30 Dec 31 Our performance this year was well re-

ceived by investors. Common stock ended the
year at $24.25, up 62% from the IPO offering price of $15.00 and up 27% from the opening price of $19.15
on April 1, 2010. That compares with an increase of 8% by the S&P 500 Index over the same time period.
Throughout 2010, we maintained a conservative balance sheet and strong capital position. As of Decem-
ber 31, 2010, our investments and cash totaled $2.28 billion and our debt-to-capital ratio remained low at
17.3%. Our statutory risk-based capital ratio (RBC) was estimated to be in excess of 570% as of December
31, 2010, positioning us well for future growth while remaining significantly above our long-term RBC target.

OUR VALUE PROPOSITION

Traditional financial services companies have long focused on a different segment of the market—specifi-
cally higher net-worth clients—for their investment and wealth management service offerings. Further, recent
statistics show that these companies are moving an increasing portion of their life insurance businesses to
wealthier North Americans. At Primerica, we take a much different approach. We are a Main Street company
that caters to the needs of Main Street consumers. More importantly, we recognize that the middle market is

vast and largely underserved.



More than 50 percent of U.S. households fall in the middle-income market, and we believe our educa-
tional approach and unparalleled distribution model allow us to meet the financial needs of these consumers
more profitably than any other company. A recent study indicated that 35 million American households
have no life insurance and, of those who are covered, most have far less coverage than experts recommend. In
addition, most consumers prefer to work with an agent, rather than over the Internet or via toll-free num-
bers, when purchasing something as important and personal as life insurance. We believe Primericas licensed
life insurance sales force, approximately 95,000 strong, is uniquely equipped to serve the middle market.
The size and local presence of our sales force allow them to sit across the kitchen table from their clients and
provide the education they need face-to-face. In short, we have a vast market to grow our business in and the
business model to do it effectively.

We are focused on building Primerica for the future and are working diligently to improve all areas of
our business. From product improvements and technology innovations to creating a better business oppor-
tunity, we are totally focused on building Primerica for the long term.

We strongly believe in the long-term growth prospects of Primerica and are encouraged by the attitude,
perseverance and commitment of our sales force. Our long-standing management team—a 14-member ex-
ecutive team averaging 26 years with Primerica—remains committed to improving offerings for our clients,
enhancing the business opportunity for our sales representatives, and delivering on the promises we made at
our re-founding.

Our solid track record, attractive products, capital strength and strong distribution capabilities will
enable us to capture the substantial growth opportunity before us. We had an extraordinary first year as a
public company and are excited to have taken important steps in the future of Primerica.

Sincerely,
D. Richard Williams John A. Addison, Jr.
Chairman of the Board and Chairman of Primerica Distribution,

Co-Chief Executive Officer Co-Chief Executive Officer and Director



ust like most people

who just turned 21, Daniel
Alonzo had big dreams.

He wantedtobe a

rtoonist, but everybody

ling him “no.” it was

out that time that one
company actually opened
the door for him, and he
stepped right in.

"Primerica taught me
how to dream again, taught
me how o be courageous,

“they taught me how to per-
sist until | succeed,” Daniel
remembers. '

He was making $7 an
hour at the time, and his
future wife, Karma, was
still incollege, but every-

nerica

ouple didn't just
make money, however,
they followed the financial
principles the company
had taught them-saving
money; investing wisely,
living below their means.
“We made good decisions,”!
Daniet says, “and because
of that we became finan-
cially independent within
seven years of joining the
company. We had saved
one million dollars.”




Primerica is a Main Street company for Main Street North America. Our clients
are generally middle-market families, a market that traditionally has been neglected
by the financial services industry. This market needs what Primerica offers more than
ever before. Our distribution model, which borrows aspects from franchising, direct
sales and traditional insurance agencies, is designed to reach and serve middle income
consumers efficiently.

Our mission is to help families become properly protected, debt free and finan-
cially independent. Using an educational approach and our unique distribution model,

Primerica is positioned to address the middle market’s needs, which we know well:
* They have inadequate or no life insurance coverage
* They need help saving for retirement or other goals
* They need to reduce their debt
* They prefer to meet face-to-face when considering financial products

¢ They need a vehicle to help themselves generate additional income




In June of 2010
Guiseppe Vaiasuso died
at the age of 35 from
brain cancerleaving
32-year-old wife, Karolien
and two children, nine
and six years'old. 1t was
a tragic death at a young
age—and yet Guiseppe
was ableto provide for
his family's -needs.

Only a couple of years
before, the couple had
no life insurance at all=
until they met Primerica
Regional Vice President,
Desi Torrez. Desi met
with Guiseppe and Karo-
lien intheir home and,
with their input, analyzed
their financial needs. Desi
put together a financial
game plan for the family
that included a Primerica
Custom ‘Advantage term
life insurance policy.
Before Guiseppe
died, he knew that his
family had the financial
wherewithal to move on
withtee.

“Had it not been for
Primerica, | '
what |

for life insurance. If Desi
hadn't taken the time |
to talk to s, who knows
what would be happening

Primerica, we are finan-

cially secure”




Primerica is poised to solve the financial problems of the middle market. Our repre-
sentatives meet with families in their own homes, across the kitchen table, and teach them
“how money works”. These fundamental financial concepts are not taught in school. Prim-
erica believes everyone has a right to know these simple principles—not just the wealthy.

Our representatives use our proprietary financial needs analysis tool and an educational
approach to demonstrate how our products can assist clients to provide financial protection
for their families, save for their retirement and reduce their debt. Typically, our clients are

the friends, family members and personal acquaintances of our representatives.

Primerica representa-
:

tives Luz Sanchez and

Desi Torrez with the

Vaiasuso family.




Primerica provides a
business opportunity.

Primerica offers average and ordinary individuals a chance to build their own business
and change their lives. We provide an entrepreneurial business opportunity for individuals
to distribute our financial products and help people get on a path to financial indepen-
dence.

While the lack of start-up capital is a barrier for most would-be entrepreneurs, Primerica
representatives can begin with low entry costs and the ability to begin part-time which al-
lows them to start an independent business without leaving their current jobs.

Our unique compensation structure, cutting-edge technology, extensive training and ef-
ficient back-office processing are designed to enable our representatives to successfully grow
their independent businesses.

While other compames target the affluent, Pr1mer1ca helps hardworkmg middle-market

famlhes all across North Amenca Our market is large and growing every day. Through

education, 'a'CHStOIaned financial strategy, and a source for additional income, our dlients

are able to take a¢ antage;of our common sense solutions and get on the path to financial
independence ... and freedom,

Events and incen-
tive trips give Primerica -
reps something extrato
compete for and offera’
chance for on-site recogn
‘tion of their achievements.
The biggest of these big
events is the convention .
that is held on a bien- ;
nial basis. In June of 2011,
approximately 50,000
Primerica representatives
are expected {o gather
at the Georgi/a Domein
Atlanta for the three-day
event. Leading up fo the
convention are competi
tions for on-stagerecogni- |
tion'in front of a packed
Georgia Dome. Require- \
ments for recognition are
tied to productionand
they help to drive recruit-
ing, licensing and sales.
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X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EX
ACT OF 1934
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

Certain statements contained in this report as
well as some statements in periodic press
releases and some oral statements made by
management during presentations are
“forward-looking" statements. Forward-looking
statements include, without limitation, any
statement that may project, indicate or imply
future 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,” “will,”
“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, which may be
provided by our management teams, 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. These risks and
uncertainties include, among others:

- our failure to continue to attract new
recruits, retain sales representatives, 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 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, or non-compliance with, federal
and state legislation and regulation,
including the Dodd-Frank Wall Street
Reform and Consumer Protection Act of
2010 and other legislation or regulation
that affects our insurance, investment
product and loan businesses;

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

a downgrade or potential downgrade in our
insurance subsidiaries' financial strength
ratings;

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

incorrectly valuing our investments;

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

recent changes in accounting for deferred
policy acquisition costs of insurance
entities and other changes in accounting
standards;

the failure of our investment products to
remain competitive with other investment
options;

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

inadequate policies and procedures
regarding suitability review of client
transactions;

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

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

the effects of a delay in the recovery of the
U.S. and Canadian economies;

Primerica 2010 Annual Report 1



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

our non-compliance with the covenants of
our note payable;

legal and regulatory investigations and
actions concerning us or our sales
representatives;

the competitive environment;
the loss of key personnel;

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

» fluctuations in Canadian currency
exchange rates;

+ conflicts of interests due to Citigroup Inc.’s
(“Citi") significant interest in us, Warburg
Pincus’ significant interest in us and the
limited liability of Citi's directors and
officers for breach of fiduciary duty; and

+ engagement by Citi in the same type of
businesses that we conduct.

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.

Freedom Lives Here™



PART |

ITEM1. BUSINESS

Overview

Primerica, Inc. ("Primerica” or "we") is a
leading distributor of financial products to
middle income households in the United States
and Canada with approximately 95,000
licensed sales representatives at December 31,
2010. 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 more than two
million clients maintained investment accounts
with us at December 31, 2010. 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 (“FNA") tool and
an educational approach to demonstrate
how our products can assist clients to
provide financial protection for their
families, save for their retirement 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’ own 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 recruits
to supplement their income by starting
their own independent businesses without
incurring significant start-up costs or
{eaving 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 and History

We conduct our principal business activities in
the United States through four principal
entities, all of which are wholly owned
subsidiaries: Primerica Financial Services, Inc.
(“"PFS™), our general agency and marketing
company; Primerica Life Insurance Company
("Primerica Life"), our principal life insurance
company; PFS Investments Inc. (“"PFS
Investments'), our securities products company
and broker-dealer; and Primerica Financial
Services Home Mortgages, Inc. (“Primerica
Mortgages"), our loan broker company. Our
Canadian operations are primarily conducted
by Primerica Life Insurance Company of
Canada (“Primerica Life Canada"), our
Canadian life insurance company, and PFSL
investments Canada Ltd., our Canadian licensed
mutual fund dealer. Primerica Life, domiciled in
Massachusetts, owns one principal subsidiary,
National Benefit Life Insurance Company
(“NBLIC"), a New York life insurance company.

As of December 31, 2010, Citi owned
approximately 40% and Warburg Pincus owned
approximately 23% of our outstanding common
stock.

Primerica was incorporated in Delaware in
October 2009 to serve as a holding company
for the Primerica businesses. However, we
trace our core business of offering term life
insurance policies through a sales organization
of independent sales representatives to 1977. In
1977, Arthur L. Williams, Jr. formed A.L.
Williams & Associates, Inc. (“A.L. Williams™), an
independent general agency that was dedicated
to selling term life insurance through a sales
force of seven Regional Vice Presidents
("RVPs") and 85 sales representatives. A.L.
Williams grew rapidly from its inception and
became one of the top sellers of individual life
insurance in the United States. The operations
of A.L. Williams formed the foundation of our
general agency subsidiary, PFS, and of our
sales force. Our insurance and securities
operations are also well-seasoned.

Primerica 2010 Annual Report 3



Primerica Life was formed in 1927 under the
name of Fraternal Protective Insurance
Company, and PFS Investments was formed in
1981 under the name of First American National
Securities, Inc. Primerica Life, PFS Investments
and the assets and operations of PFS were
acquired by predecessors of Citi through a
series of transactions in the late 1980s.

Our businesses, which prior to April 1, 2010
were wholly owned indirect subsidiaries of Citi,
were transferred to us by Citiin a
reorganization pursuant to which we issued to a
wholly owned subsidiary of Citi (i) 74,990,900
shares of our common stock, (ii) warrants to
purchase from us an aggregate of 4,103,110
shares of our common stock and (iii) a $300.0
million note payable due on Mach 31, 2015,
bearing interest at an annual rate of 5.5% (the
“Citi note"). Citi then:

« sold 24,564,000 shares of our common
stock in our initial public offering
completed in April 2010 (the “Offering");

+ s0ld 16,412,440 shares of our common
stock and the warrants to private equity
funds managed by Warburg Pincus LLC
("Warburg Pincus™) in mid-April 2010 (the
“private sale”); and

» contributed back to us 5,021,412 shares of
our common stock for equity awards
granted to employees and sales force
leaders in connection with the Offering.

In March 2010, we entered into coinsurance
agreements (the “Citi reinsurance
agreements”) with two affiliates of Citi and with
Prime Reinsurance Company, Inc. (“Prime Re"),
then a wholly owned subsidiary of Primerica
Life (collectively, the “Citi reinsurers”). For a
description of the Citi reinsurance transactions,
see “Management Discussion and Analysis of
Financial Condition and Results of Operations -
The Transactions - The reinsurance
transactions”. We completed additional
transactions concurrently with the Offering and
the Citi reinsurance transactions, which are
described under “Management Discussion and
Analysis of Financial Condition and Results of
Operations - The Transactions - The concurrent
transactions".

Our Clients

Our clients are generally middle income
consumers. We define middle income
consumers as households with $30,000 to
$100,000 of annual income. According to the
2009 U.S. Census Bureau Current Population
Survey, 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
6.7 million policy sales in 2009, the latest
period for which data is available,
according to LIMRA. We believe that term
fife 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
and for the protection that it provides at
critical points in our clients’ lives.

» They need help saving for retirement and
other personal goals. The decrease in the
value of households’ retirement account
assets has intensified the challenges of
middle income families to save for
retirement and the education of their
children. By developing personalized
savings programs for our clients using our
proprietary FNA tool and offering a wide
range of mutual fund, annuity and
segregated fund products sponsored and
managed by reputable firms, our sales
representatives are well equipped to help
clients develop long-term savings and
retirement plans to address their financial
needs.

They need to reduce their consumer

debt. Many middle income families have
numerous debt obligations for credit card,
auto loan, home-equity and mortgage debt.
We help our clients address these financial
burdens, including through debt
consolidation loans that allow them to
consolidate their debt and accelerate its
repayment and personalized client-driven
debt management techniques that help
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them reduce and ultimately pay off their
debts.

They prefer to meet face-to-face when
considering financial products. Ina 2008
survey conducted by LIMRA, 72% of U.S.
middle income consumers indicated their
desire to speak with a professional about
at least one financial product or service,
with the majority expressing a preference
to meet face-to-face. Our business model is
designed to directly address the
face-to-face preference expressed by the
majority of middle market consumersin a
cost-effective manner.

We believe that our educational approach and
distribution model best position us to address
the unigue needs of the middle income
consumer profitably, which traditional financial
services firms have found difficult to
accomplish.

Our Distribution Model

The high fixed costs associated with in-house
sales personnel and salaried career agents and
the smaller-sized sales transactions typical of
middle income consumers have forced many
other financial services companies to focus on
more affluent consumers. Product sales to
affluent consumers tend to be larger,
generating more sizable commissions for the
selling agent, who usually works on a full-time
basis. As a result, this segment has become
increasingly competitive. Our distribution
model = borrowing aspects from franchising,
direct sales and traditional insurance agencies
- is designed to reach and serve middle income
consumers efficiently.

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.

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
transactions typical of middie income
consumers. 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 by providing them
with commission income from the sales
completed by their recruits.

Innovative compensation system: We have
developed an innovative system for
compensating our independent sales force
that is primarily tied to and 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 for
our sales force, this upfront payment
provides our sales force with immediate
cash flow to offset costs associated with
originating the business. In addition,
monthly production bonuses on term life
insurance sales are paid to sales
representatives whose downline sales
organizations meet certain sales levels. With
compensation primarily tied to sales
activity, our compensation approach
accommodates varying degrees of
individual sales representative productivity,
which allows us to use a large group of part-
time representatives cost effectively and
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gives us 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: The 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
customer, which is difficult to replicate
using other distribution approaches. Due to
the large size of our sales force, attrition
and our active recruiting of new sales
representatives, our sales force is
constantly renewing itself by adding new
members, which allows us to continue to
access an expanding base of our sales
representatives’ contacts. By relying on a
very large and ever-renewing sales force
that has access to and a desire to help
friends, family members and personal
acquaintances, we are able to reach a wide
market without engaging costly media
channels.

Sales force leadership: A sales
representative who has built a successful
organization can achieve the sales
designation of RVP and can earn higher
commissions 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.

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. 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

Our sales force consists of independent sales
representatives. When new sales
representatives are recruited by existing sales
representatives, they join our sales force with
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. Sales representatives are
encouraged to recruit other sales
representatives and build their own downline
organizations to earn override commissions on
sales made by members of their downline
organization. Our sales representatives view
building their own downline organizations as
building their own business within a business.

While the substantial majority of our sales
representatives are part-time, at December 31,
2010 approximately 4,000 served as RVPs who
devote their full attention to our organization.
RVPs establish and maintain their own offices,
which we refer to as field offices, and fund the
cost of administrative staff, marketing
materials, travel and training and recognition
events for the sales representatives in their
respective downline organizations. Field offices
maintained by RVPs 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 primarily variable
costs that fluctuate with product sales volume
and consist primarily of sales commissions paid
to our sales representatives and, to a lesser
extent, both fixed and variable costs associated
with our incentive programs, sales management,
training, information technology, compliance
and administrative activities.

Freedom Lives Here™



With the support of our home office staff, RVPs
play a major role in training, motivating and
monitoring our sales representatives. Because
the primary determinant of a sales
representative’s compensation is the size and
productivity of his or her downline
organization, our distribution model provides
financial rewards to our sales representatives
who successfully recruit, support and monitor
productive sales representatives for our
company. We believe that new tools and
technology, coupled with our equity incentive
award program, further incentivize our sales
representatives to become RVPs. The new tools
and technology that we have made available to
our RVPs enable them to reduce the time spent
on administrative responsibilities associated
with their sales organization so they can devote
more time to the sales and recruiting activities
that drive our growth. See - Sales Force
Support and Tools" below.

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,
the sharing of training and oversight activities
between us and RVPs allows us to grow without
incurring proportionate overhead expenses to
accommodate an increase in sales
representatives, clients, product sales and
transactions.

Recruitment of Sales
Representatives

Our ongoing recruitment, training and licensing
of new sales representatives are critical for our
success. Our sales force is our sole distribution
channel. Our recruiting process is designed to
recruit new sales representatives and to reach
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new prospective clients. Recruits often become
our clients or provide us with access to their
friends, family members and personal
acquaintances, which expand our market reach.
As a result, we have developed, and continue to
seek to improve, a systematic approach to
recruiting new sales representatives and
training them so they can obtain the requisite
licensing to succeed.

Similar to other distribution systems that rely
upon part-time sales representatives and
typical of the life insurance industry generally,
we experience wide disparities in the
productivity of individual sales representatives.
Many new recruits elect not to obtain the
requisite licenses, and many of our licensed
sales representatives are only marginally active
or are inactive in our business each year. We
plan for this disparate level of sales
representative 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 using part-time
sales representatives by paying sales
compensation based on sales activity,
emphasizing the recruiting of new sales
representatives and continuing ongoing
initiatives to address barriers to licensing new
recruits. Our sales force compensation
structure, by providing override commissions to
sales representatives on the sales generated by
their downline sales organization, aligns our
interest in recruiting new representatives with
the interests of our sales representatives.

We recruit and offer training to new sales
representatives in very large numbers. Many
new recruits do not complete the requirements
to obtain their individual life insurance licenses
mainly due to the time commitment required to
obtain licenses and various regulatory hurdles.



The table below highlights the number of new
recruits, newly insurance-licensed sales
representatives, and average number of newly
insurance-licensed sales representatives:

Number of new recruits

Number of newly insurance-licensed sales representatives
Number of insurance-licensed sales representatives, at period end

Year ended December 31,

2010 2009 2008
231,390 221,920 235,125
34,488 37,629 39,383
94,850 99,785 100,651

Average number of insurance-licensed sales representatives during

period

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

We have launched several recruiting and
licensing initiatives that are designed to help us
maintain and increase our recruiting and
licensing activity and ultimately grow the
aggregate size of our licensed sales force,
including:

* introducing a Fast Start Bonus program
that provides new representatives an
opportunity to earn compensation quickly;

+ providing our sales force with the ability to
register new recruits almost
instantaneously using their mobile devices,
which allows our new recruits to get
started in building their businesses
immediately;

» developing a wide array of courses,
training tools and incentives that assist and
encourage new recruits to obtain the
requisite licenses; and

96,840 100,569 99,361

» working with industry and trade
associations to address unnecessary
regulatory barriers to licensing qualified
candidates.

Recruiting 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
changing lives for the better by demonstrating
the success achieved by members of our sales
force.

After the initial contact, prospective recruits
typically are invited to an “opportunity
meeting,” which is conducted by an RVP at a
field office. The objective of such meetings 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. Many
recruits also elect to pay $25 per month for a
subscription to Primerica Online, our extensive
website for our sales force. Recruits are not
obligated to purchase any of our products to
become a sales representative, although they
often elect to do so.

Recognizing that our successful sales
representatives generally are active in our
business in the evenings and on the weekends,
we have created a Partnership Program for the
spouses and significant others of our sales
representatives to provide them with
meaningful roles in our business. For example,
a sales representative’s partner is typically
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recognized with the sales representative for
awards and honors. Moreover, it is common for
a partner to serve as an office manager or
administrator in a field office, which reduces
overhead for that RVP and creates a sense of
shared enterprise for the partner.

The requirement that our sales representatives
obtain licenses to sell many of our productsis a
hurdle for our recruits. To minimize this
impediment, we provide our new recruits with
training opportunities such as test preparation
tools and classes to help them become licensed,
generally at no additional cost to them, and
offer financial incentives and recognition
programs to encourage recruits to become
licensed and to drive growth of our sales force
generally. We also have joined others in the life
insurance industry in seeking to address
unnecessary requlatory barriers to licensing,
including efforts to modify individual state
licensing laws and regulations.

Sales Force Motivation, Training and
Communication

Motivating and training our sales force are
critical activities for our success and that of our
sales representatives. We use multiple channels
to reach our approximately 95,000 licensed
sales representatives to deliver motivational
and substantive messages.

Motivation. Through our proven system
of sales force recognition events and contests,
we provide our sales representatives with
incentives to engage in activities 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 employees. Our mission-driven and
motivational culture is, we believe, a major
reason that many sales representatives join and
succeed in our business.

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

« compensating our sales representatives to
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reward 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.

We seek to motivate our sales representatives
not only through compensation, but also by
providing recognition for individual efforts and
achievements. We do this through incentive
trips, monthly promotion incentives and other
types of performance recognition. Successful
sales representatives, as well as relatively new
sales representatives who are beginning to
achieve success in our sales organization, are
recognized on Primerica Online and in print
materials that are distributed to our entire
sales force. Additionally, many RVPs host their
own recognition events and create incentive
programs that they sponsor for the sales
representatives in their downline organizations.

To give our sales representatives a sense that
they are part of a larger enterprise than their
field office, we conduct numerous local,
regional and national meetings. These meetings
are a vehicle to inform and motivate our sales
force. For example, in January 2011 we
conducted 12 regional meetings with
approximately 3,700 RVPs. We have
periodically held a convention for all of our
sales representatives, the most recent of which
was held in 2007 at the Georgia Dome,
attracting approximately 50,000 individuals.
Our next convention is scheduled to take place
in June 2011, also at the Georgia Dome in
Atlanta, Georgia. We believe the fact that so
many of our sales representatives elect to
attend our meetings at their own expense
demonstrates their commitment to our
organization.



Training. Our sales representatives must
hold licenses to sell most of our products. Our
in-house insurance licensing center makes
available classroom, online and correspondence
insurance pre-licensing classes to meet
applicable state and provincial licensing
requirements and prepare recruits to pass
applicable life insurance licensing exams. In
2010, more than 62,600 students in 42 states,
Puerto Rico and nine Canadian provinces
attended approximately 5,400 classes
conducted by over 500 instructors, many of
whom are also sales representatives.
Approximately 30,400 students in 43 states
and the District of Columbia attended online
pre-licensing classes in 2010. We also offer
correspondence courses in 22 states and the
District of Columbia. For those representatives
who wish to sell our investment and savings
products, we contract with third-party training
firms to conduct exam preparation.

Because we believe that helping our new
recruits secure requisite licensing is a way for
us to grow our business, we continue to
develop courses, tools and incentives to help
new recruits become licensed sales
representatives. Among other tools, we provide
to our sales force (generally at no cost to them)
an online exam simulator, exam preparation
review classes in addition to state or province
mandated life insurance pre-licensing classes,
and life insurance exam review videos. If new
recruits use our online exam simulator and pass
our practice exams, we agree to pay for them
to take the state exam again if they do not pass
the first time. We also developed the Fast Start
Scoreboard, an interactive tool on our
Primerica Online website that provides new
recruits a step-by-step guide to getting started
in building their Primerica businesses, including
encouragement to use our licensing exam
preparation courses and tools.

Other internal training program opportunities
include sales, management skills, business
ownership, product and compliance training
modules and videos designed to equip our sales
representatives to succeed in their businesses.
Many RVPs conduct sales training in field
offices either on nights or weekends to allow
sales representatives with weekday jobs or
family commitments to attend.

Communication. We communicate with our
sales force through multiple communication
channels, including those described below:

+ Primerica Online, our Internet site for sales
representatives, is designed to be a support
system for our sales representatives. It
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. It contains an extensive
library of Primerica-approved presentations,
logos, graphics and audio and visual sales
tools, all of which can be easily downloaded
by our sales representatives. Through
Primerica Online, we provide real-time
recognition of sales representatives’
successes, and scoreboards for sales force
production, contests and trips. Primerica
Online also is a gateway to our product
providers and product support, a vehicle to
monitor production and track sales activity
and a comprehensive training tool that
helps new recruits become licensed and
start building their businesses.
Approximately 142,400 of our sales
representatives, both licensed and not yet
licensed, subscribed to Primerica Online at
December 31, 2010. Sales representatives
generally pay a $25 monthly fee to
subscribe to full-service Primerica Online,
which helps cover the cost of maintaining
this support system.

- Ourin-house TV network is broadcast to
our sales force by Internet-streaming
video. Our full-service television studio
allows us to create original broadcasts and
videos professionally and quickly. This
video programming offers senior
management opportunities for weekly
updates to our sales force, as well as a
vehicle for training and motivational
materials. We broadcast a live weekly
program each Monday hosted by our home
office management or RVPs that focuses
on new developments and provides
motivational messages to our sales force,
and each Wednesday we broadcast a
training oriented program to our sales
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force. We also profile successful sales
representatives in our programming,
allowing these individuals to share their
secrets for succeeding in our business. In
2010, we produced 140 different shows or
broadcasts and produced 159 training and
motivational videos and audios.

» Our publications department and print
facility produce many brochures to
motivate and inform our sales force. We
make available for sale to our sales force
sales pieces, recruiting materials, business
cards and stationery. We have a full-service
publications department and a printing and
distribution facility that provides total
communications services from web design
and print presentations to graphic design
and script writing. RVPs receive a weekly
mailing from us that includes materials
promoting our current incentives, as well
as the latest news about our product
offerings.

+  Our GoSolo® voice messaging tool and
mass texting allow us to widely distribute
motivational and informational voice
message, broadcasts and text messages to
our sales force. GoSolo® is a subscription
service provided by a third party to our
sales representatives.

Sales Force Support and Tools

Our information systems and technology are
designed to support a sales and distribution
model that relies on a large and ever-changing
group of predominantly part-time
representatives to 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. Among the most significant of these
tools are:

* Our Financial Needs Analysis. Our FNA is
a proprietary, needs-based analysis tool
that is made available to our sales force.
The FNA gives our sales representatives
the ability to collect and synthesize client
financial data and develop a personalized
financial needs analysis for the client that

is both understandable to the client and
integrated with product recommendations
that meet the client's financial needs. The
FNA, while not a financial plan, provides
our clients with a personalized explanation
of how our products and prudent financial
practices, such as regular saving and
accelerating the repayment of high cost
credit card debt, can help them reach their
financial goals. When preparing a FNA, our
sales representatives collect key financial
and personal data from their clients and
input it into our FNA software. The
resulting financial needs analysis provides
clients with a snapshot of their current
financial position and identifies their needs
in terms of financial protection (our
insurance products), savings (our mutual
fund, variable and fixed annuity and
segregated funds products) and debt
management (our loan products). The FNA
enables the sales representative to present
financial alternatives to the client and is a
multi-product sales tool.

Our Point-of-Sale Application Tool. Our
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 FNA files
to eliminate redundant data collection and
provides real-time corrections of
incomplete or illegible applications. In
addition, the TurboApps application is
received by both the home office and the
supervising RVP from the sales force
electronically, which results in expedited
processing of our life insurance product
sales. Integrated with our paperless field
office management system described
below and with our home office systems,
our TurboApps tool allows us to realize the
efficiencies of straight-through-processing
of application data and other information
collected on our sales representatives’
mobile devices. In 2010, we added
TurboApps functionality that supports our
recruiting activity and our U.S. mutual fund
product sales. We are currently developing
web-based versions of TurboApps to take
advantage of the proliferation of portable
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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 Primerica Online
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.
As of December 31, 2010, over 3,600 RVPs
had activated a virtual office site.

Our Morningstar Investment Presentation
Tools. We have licensed from Morningstar
two web-based sales presentation tools,
Portfolio Solutions and Morningstar®
Hypothetical lllustrators™. In addition, we
have contracted with Ibbotson Associates
Advisors, LLC, a leading asset allocation
advisory firm and a subsidiary of
Morningstar, to build detailed asset
allocation portfolios for eight leading
mutual fund firms. These tools allow our
sales representatives to illustrate for
clients and prospective clients the long-
term benefits of proper asset allocation
and the resulting weaith creation over
specific time horizons. We believe these
tools offer our clients and prospective
clients the benefit of objective third-party
advice from an industry leader and help
establish the credibility of our sales
representatives and our products.

Client Account Manager. Together with
Morningstar, in October 2010 we deployed
Client Account Manager, a client portfolio
management tool that assists our sales
representatives with monitoring individual
client investment accounts. The Client
Account Manager provides our sales
representatives with additional product sales
opportunities for our investment and savings
products by providing better access to
detailed account information for both active
clients’ and legacy accounts (i.e., accounts

that our representatives have inherited upon
departure of the representative who
established the accounts) to better service
these customers, which allows our sales
representatives to have more client contact,
to present additional investment
recommendations to clients and to cross-sell
additional products.

In addition to these sales-related tools, we
also make available other technology to
support our sales force in managing their
businesses and in serving our clients,
including:

- atoll-free sales support call center to
address each sales representative’s
questions and to assist with
paperwork, underwriting and licensing
related to our insurance products;

- atele-underwriting process that allows
clients to provide us needed medical
information without disclosing it to our
sales representatives, who are often
friends, family members and personal
acguaintances;

- our Primerica Online Internet site that
offers our sales force the ability to
track the status of pending life
insurance applications using the Life
Manager feature and track the
progress of their new recruits (in _
terms of training and licensing) using
the Recruit Manager feature; and

- 16 other websites to communicate
with, inform and assist prospective
clients, clients, recruits, sales
representatives and employees.

Performance-Based Compensation
Structure

Our sales representatives can earn
compensation in multiple ways, including:

sales commissions payable based on their
personal sales;

override commissions payable based on
the sales by sales representatives in their
downline organizations;
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* bonuses and other compensation, including
share-based compensation, payable to
them 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 is rooted in our
origin as an insurance agency. Commissions to
sales representatives with overrides to sales
managers and general agents are common in
the insurance industry. Over time,
modifications have been made to leverage the
entrepreneurial spirit of our sales force.

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. Commissions are
calculated and paid based on the commission
rates in effect at the time of the related sale.
With respect to term life insurance sales,
commissions payable are calculated based on
the total first-year premium (excluding policy
fee) for all policies and riders. To motivate our
sales force and help them offset the costs of
their businesses, we compensate them for the
sale of our term life insurance products as
quickly as possible after the sale. We advance a
majority of the insurance commission upon the
submission of a completed application and the
first month’s premium payment. The advance, if
any, may be an amount up to 75% of the first-
year annual commission, or generally on nine
months of premium. As the client makes his or
her premium payments, the commission is
earned by the sales representative and the
commission advance is recovered. 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 (i.e., nine months).
Chargebacks, which occur in the normal course
of business, may be recovered by reducing any

amounts otherwise payable to the
representative (such as advances on new sales
or earned commissions on other sales).

The remainder of life insurance sales
commissions is earned when the first 12 months
of premium is received from the client. 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 cover these chargebacks. The amounts
held back are referred to as deferred
compensation account commissions (“DCA
commissions”). DCA commissions are available
to reduce debts owed 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 agent debt, are ultimately released
to the 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. Additionally, 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, loans, long-
term care insurance, prepaid legal protection
and our Primerica DebtWatchers™ products, and
for the referral of customers seeking auto and
home insurance. For mutual funds and most
annuity products, commissions are paid both on
the sale and on the total of the assets under
management and are calculated based on the
dealer re-allowance and trail compensation
actually paid to us. Loan commissions are
payable for the sourcing of closed loans and are
calculated based on a fixed percentage of the
loan amount. Long-term care insurance
commissions are calculated based on the
amount of premium received. Prepaid legal
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protection program commissions and Primerica
DebtWatchers™ commissions are payable in
fixed amounts on the sale of the respective
product. For auto and homeowner’s insurance
products, referral fees are paid for referrals that
result in completed applications.

In addition to commissions paid on personal
sales, we pay override commissions to several
levels of the selling representative’s sales and
supervisory organization. This structure
motivates our sales representatives to grow
their downline sales organization and as a
result, drive product sales. To encourage our
most successful RVPs to build large downline
sales organizations that generate strong sales
volumes, we have established the Primerica
Ownership Program to provide certain
qualifying RVPs a contractual right to sell their
business to another RVP or transfer it fo a
qualifying family member.

Bonuses and, from time to time, other incentive
compensation are payable for sales of certain
products. As of December 31, 2010, bonuses
were payable to the selling representative or to
selected override levels, or both, for achieving
specified production fevels for the sale of term
life insurance, investment and savings products,
and prepaid legal protection and for auto and
home insurance referrals. In August 2010, we
announced a bonus program that provides new
representatives an opportunity to quickly
receive rewards for successfu!l performance. The
Fast Start Bonus was designed to incentivize our
newest representatives to observe sales of life
insurance products by licensed sales
representatives, sell our other distributed
products that do not require the sales
representative to hold a license, obtain their life
insurance licenses and recruit new sales
representatives. Upon achieving certain goals
and building their team, new representatives can
qualify for a Fast Start Bonus by completing
successful field training observations and
product sales milestones, while the upline RVP
can earn a bonus for each representative in his
or her downline organization that earns the Fast
Start Bonus. The Fast Start Bonus program
replaces a previous program under which new
representatives could not earn incentive bonus
compensation in their early months with the
company.

In addition to these methods of compensation,
we use quarterly equity award compensation
programs under which RVPs can earn shares of
common stock. 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 generaily
require our sales representatives to obtain and
maintain licenses to sell our insurance,
securities and mortgage loan products. Our
sales representatives may also be required to
maintain licenses to sell certain of our other
financial products.

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 and in most states our sales
representatives must be designated by our
applicable insurance subsidiary.

To sell securities products, our U.S. sales
representatives must be registered with the
Financial Industry Requlatory Authority
("FINRA™) and licensed as both Series 6