


OATH OR AFFIRMATION

I, Sharon Grubenhoff , swear (or affirm) that, to the best of my

knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

PFS Investments Inc. , as of

December 31 , 201S , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Signature f

CFQ [/ Treasurer
Title

s, O
U I\@rypubllc

is report ** contains (check all applicable
(a) Facing Page.
(b) Statement of Financial Condition,.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

o 9
X

X

X

O

Xl (g) Computation of Net Capital.
X

X

O

X

O

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
(I} An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

I (n) A reportdescribingany material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**ffor conditions of confidential treatment of certain poriions of this filing, see section 240.17a-5(e)(3).
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PFS INVESTMENTS INC.
(A Wholly Owned Subsidiary of Primerica Finance Corporation)

Statement of Financial Condition
December 31, 2015

(With Report of Independent Registered Public Accounting Firm Thereon)
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S The Board of Drrectors
- PFS Investments Inc.:

' 'V'_ We: have aud1ted the accompanymg statement of ﬁnanc1a1 COIldlthI‘l of PFS Investments Inc (the Com

~ o as well as evaluatmg the ‘overall ﬁnanc1al statement presentatron We belleve that our audlt provid
o reaSOnable basis for our opmlon : '

* Inour opinion, the ﬁnancral statement referred to above presents falrly, in all material respects the ﬁnanC1al
- position of PFS Investments Inc as of December 31, 2015 in conform1ty wrth U S. generally _accepted
-accounting principles. - ‘ o S o S

 Adanta, Georgia .
February 26,2016 i

303 Peachtree Street, N. E. L L
“eAtlanta, VGA_340308 300~ e

» Reportv(')f Independent Re’giétered Public Accounti'ng Firm o

KPMG LLP is 4 Delaware limited liability partnership,
t irrm of KPMG Intemnational Cooperative
ional”), a.Swiss entity.
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PFS INVESTMENTS INC.
(A Wholly Owned Subsidiary of Primerica Finance Corporation)

Statement of Financial Condition
December 31, 2015

Assets
Cash and cash equivalents
Restricted cash
Securities owned, at fair value (cost $5,382,915 in 2015)
Distribution costs receivable
Due from mutual funds
Accounts receivable from representatives
Receivables from affiliates
Contract buyout, net of accumulated amortization of $17,398,119
Accrued interest income
Furniture, equipment, and leasehold improvements, at cost, net of accumulated
depreciation and amortization of $1,101,428

Tax indemnification asset
Deferred tax asset, net
Other assets

Total assets

Liabilities and Stockholder's Equity

Liabilities:
Unpresented checks
Commissions payable to representatives
Payables to affiliates
Income taxes payable
Accounts payable and accrued expenses
Other liabilities
Commitments and contingent liabilities

Total liabilities
Stockholder's equity:
Common stock, $0.10 par value. Authorized, 100,000 shares; issued and

outstanding, 25,500 shares

Additional paid-in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

See accompanying notes to the financial statement.

$ 37,615,000
503,356
5,358,464
974,465
4,393,919
1,541,985
1,695,558
3,252,182

14,483

48,131
539,622
4,486,668
9,436,091

$ 69,859,924

$ 1,684,426
8,637,587
5,890,174
2,968,070

12,880,694
779,061

32,840,012

2,550
32,753,422
4,263,940

37,019,912

3 69,859,924




PFS INVESTMENTS iNC. -
A Wholly Owned Subsidiary of Pii J’ICa Flnance Corporatlon) -
. Notes to Financial Statement :
December 31 2015

(1) ‘Descrlptlon of Busmess Ba5|s of Presentatlon and Summary of Slgmflcant Accountmg Pollcles o
Descrlptlon of Busmess '

‘PFS Investments tnc"(the"‘Company” or “we”) is a wholly owned subsidiary of Primetica Finance e
vCorporatlon which is a wholIy owned sub3|d|ary of Primerica, Inc. (the“Parent”) ThemCompany ista

Authorlty ("FINRA") The Companys approX|mately 17, 746 reglstered representatlves prlmanly dlstnbute‘ TR
- mutual funds from five asset management firms. In these reIatronshlps the Company trecerves dealer A

- .n 2011 the Company became a reglstered tn\iestment adviser in the United States and tntroduced a o
[ ;managed accounts program consisting of five portfolio models. The Company’ has a’ contractual LR
.~ arrangement with a third-party registered investment adviser to handle certain functions, i 2
. selections and modeling. Primerica Shareholder Services (“PSS”), an affiliated registered.
- serves as the transfer agent for the program. The Company earns advisory-and custodiz ne ;..
‘managed accounts program and, in turn, pays a portlon of the adwsory fees to its mvestment adV|ser L
frepresentatlves : S

The. Company has been approved by the Internal Revenue Service (“IRS") under appllcable
- ~provisions to act as a nominee custodian solely for federal income tax purposes for: certann fut
Company receives annual custodial fees in this capamty

The Companhy consists entrrely of one operatrng segment that serves consumers in the Unlted States

Basrs of Presentation

We prepare our financial statement in accordance with U.S. generally- accepted accountlng prlncrples
{“GAAP"). These principles are established primarily by the Financial Accounting Standards Board L
- (“FASB"). The preparation of the financial statement in conformity with GAAP requires us to make -~
. estimates-and assumptions that affect the reported financial statement balances, :as well'as the disclosure oo e
-of contingent assets and liabilities during the reporting period. Actual results could differ from those -
‘estimates. Management considers available facts and knowledge of existing circumstances when
- establishing estimated amounts inciuded in the financial statement. Current market conditions increase S
the risk and complexity of the judgments in these estimates. The most slgmfrcant item that involves a o
- greater degree of accounting estimates subject to change in the future is the valuatron of - securrtres BRI
owned. .

- The Company claims the (k)(2)(i) exemption to the requirements of Rule 15¢3-3 per FINRA's written
instruction, even though, in certain instances, the Company does not promptly forward: customer ohecks L
~to third-party fund companies and variable insurance issuers. In these instances, ‘the ‘Cor ‘
-, segregates funds equal to the amount of checks not yet remiitted or returned:to thecusto'
- customer checks are made payable to the third-party fund companies and variable msuran ei‘"
the Company cannot endorse or negotrate the checks under any C|rcumstances ‘

Securltles Owned

Securities owned are classified as tradlng securities and consist of .corporate flxed-matunty andf
asset-backed securities, which are carried at fair value. Purchases and sales of- securities are recorded

. on a trade-date basis. We use the spemf c-identification method to determine realized gains of losses
from securltles sales.
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PFS INVESTMENTS INC.
(A Wholly Owned Subsidiary of Primerica Finance Corporation)
Notes to Financial Statement
December 31, 2015

Cash and Cash Equivalents

The Company considers all highly liquid securities purchased with a maturity of 90 days or less to be
cash equivalents. Cash equivalents at December 31, 2015 include money market funds totaling
approximately $34.9 million.

Accounts Receivable from Representatives

Accounts receivable from representatives represent amounts due from agents for licensing fees and
commission reversals. Losses from such receivables are indemnified by other agents.

Contract Buyout

In July 1995, the Company paid a lump-sum contract termination fee to Management Financial Services,
Inc. owned by a former Company officer, by paying a lump-sum of approximately $20.7 million. Prior to
July 1995, the Company was obligated to pay an amount equal to 5.25% of commissions received by the
Company to Management Financial Services, Inc. Provisions of the buyout provide for a noncompete
agreement to continue through October 2019. The amortization of this contract buyout is calculated on a
straight-line basis over 24 years and 4 months, which represents the life of the associated noncompete
agreement. No events have occurred during 2015, and no factors exist as of December 31, 2015 that
would indicate that the net carrying value of this asset may not be recoverable or will not be used
throughout its estimated useful life.

Income Taxes

The Company accounts for income taxes using a benefit-for-loss approach to the allocation of current
taxes, whereby tax benefits resulting from operating losses or other tax attributes, which will be realized
by other members of the consolidated group, go to the benefit of the Company. Using this method,
deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled.

Fair Value of Financial Instruments

The carrying amounts for cash and cash equivalents, restricted cash, due from mutual funds, accounts
receivable from representatives, affiliate receivables and payables, accrued interest income, commissions
payable to representatives, unpresented checks, and accounts payable and accrued expenses
approximate their fair values due to the short-term nature of these instruments. Securities owned
represent various investments in corporate fixed-maturity and asset-backed securities, which are carried
at fair value.

Distribution Costs Receivable

Distribution costs receivable represent commissions paid to agents for sales of certain Class B mutual
fund shares. Distribution costs receivable are recovered over 96 months through various fees charged to
the mutual fund shareholders. These costs are amortized over the same period as recovered. No events
have occurred during 2015, and no factors exist as of December 31, 2015 that would indicate that the net
carrying value of this asset may not be recoverable or will not be used throughout its estimated useful life.

New Accounting Pronouncements

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606)
("ASU 2014-097). ASU 2014-09 clarifies the principles for recognizing revenue by establishing the core
principle that an entity should recognize revenue to depict the transfer of goods or services to customers

4
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Securities owhed, at fair value, as of December 31, 2015 were as follows:

, PFS INVESTMEN C.
(A WhoIIy Owned Subsudlary' ' ca Fmance Corporatuon)
Notes to Financial Statement" : Co
December 31 2015 k [ O

in an amount that reflects the consideration to which the enttty expects to be entltled in exchange for -
those goods or services. ASU 2014-09 also requires additional disclosure about the nature, amount,

*timing and uncertainty of revenue that is recognized. The amendments in ASU 2014-09, as upda ed by
ASU No. 2015-14, are effective retrospectlvely for the Company beginning in fiscal year. 2018. Early .
' adoptlon is not permltted We are still in the process of evaluating the gmdance in ASU 2014- 09. '

"'Durlng 2015, various accounting standard setting bodies, including the FASB have been actlvely |ssu|ng ) ‘
“updated. and .new guidance. Recent accounting. guidance not discussed was not applucable Was o i

|mmaterrai to the Company’s financial statements, or did not have a materlal impact on our buslness

_Securities Owned

Fair N Carrymg

, , ___value - 'amount
~ Corporate fixed-maturity securities 3 3485247 '
: Asset -backed securities , 1873217
' ‘Total securities owned $ ,,,,,,,,;5;358,464_‘ §

Al of our asset-backed securities represent variable interests in var|abIe interest entities (VIEs) We are not the‘;"‘» SR p
primary . beneficiary of these VIEs because we do not have the power to direct the activities that most 5 -
significantly -impact the entities’ economic performance. The maximum exposure to loss as aresult of oury S e

involvement in these VIEs equals the carrying value of the securities.

“Fair ‘value is the price that would be received to sell -an asset in an order'jy‘ transaction', betwéen ‘market :

participants at the measurement date. Fair value measurements are based upon observable and unobservable

inputs. Observable inputs reflect market data obtained from independent sources, while unobservable inputs. -

reflect our view of market assumptions in the absence of observable market information. We classify. and
disclose all mvested assets carried at fair value in one of the following three categomes

e Level 1- Quoted prices for identical instruments in active markets. Level 1 primarily consists of fi nancual_ : -

instruments whose value is based on quoted market prices in active markets.

e - Level 2 - Quoted prices for similar instruments in active markets, quoted prices for udentlcal or s|m|Iar ’

instruments in markets that are not active, and model-derived valuations in which all sigriificant inputs and

significant value drivers are observable in active markets. Level 2 includes those financial instruments . -

that are valued using industry-standard pricing methodologies, models, or other valuation'methodolo_gies.
Various inputs are considered in deriving the fair value of the underlying financial instrument, including
interest rate, credit spread, and foreign exchange rates. All significant inputs are observable, derived from

observable information in the marketplace, or are supported by observable levels at which transactlons ) e

are executed in the marketplace.

e Level 3 - Valuations derived from valuation techniques in which one or more S|gn|f|cant lnputs or

significant value drivers are unobservable. Level 3 consists of financial instruments:whose fair value is ..

estimated based. on industry-standard pricing methodologies and models using 5|gn|f|cant mputs not
based on, nor corroborated by, readily available market information.

As of the reportmg perlod all assets recorded at fair value are classified in their entlrety based on the Iowest .

- level of input (Level 3 belng the lowest) that is s|gn|f|cant to the fair value measurement Slgmﬁcant tevels of
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PFS INVESTMENTS INC.
(A Wholly Owned Subsidiary of Primerica Finance Corporation)
Notes to Financial Statement
December 31, 2015

estimation and judgment are required to determine the fair value of certain of our investments. The factors
influencing these estimations and judgments are subject to change in subsequent reporting periods.

In assessing fair value of our investments, we use a third-party pricing service. We perform internal
reasonableness assessments on fair value determinations within our portfolio throughout the quarter and at
quarter-end including pricing variance analyses and comparisons to alternative pricing sources and benchmark
returns. If a fair value appears unusual relative to these assessments, we will reexamine the inputs and may
challenge a fair value assessment made by the pricing service. If there is a known pricing error, we will request
a reassessment by the pricing service. If the pricing service is unable to perform the reassessment on a timely
basis, we will determine the appropriate price by corroborating with an alternative pricing service or other
qualified source as necessary. We do not adjust quotes or prices except in a rare circumstance to resolve a
known error.

All of our securities owned as of December 31, 2015 were classified as Level 2. There were no transfers
between Levels 1, 2 or 3 during 2015.

(3) Income Taxes

Deferred income taxes are recognized for the future tax consequences of temporary differences between the
financial statement carrying amounts and the tax bases of assets and liabilities. The tax effects of temporary
differences that give rise to the net deferred tax asset at December 31, 2015 are presented below:

Deferred tax assets:

State income taxes $ 1,811,677
Accrued expenses 1,778,232
Intangible assets 1,599,047
Other 777,039

Total deferred tax assets 5,965,995

Deferred tax liabilities:

Distribution costs (341,063)
Intangible assets (1,138,264)

Total deferred tax liabilities (1,479,327)

Net deferred tax asset $ 4,486,668

There was no deferred tax asset valuation allowance at December 31, 2015. In assessing the realizability of
deferred tax assets, management considers whether it is more likely than not that some portion or all of the
deferred tax assets will not be realized. Management considers the scheduled reversal of deferred tax liabilities,
projected future taxable income, and tax planning strategies in making this assessment. Management believes
that it is more likely than not that the results of future operations will generate sufficient taxable income to
realize the deferred tax assets.
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PFS 1INVESTME
A WhoIIy Owned Subsidiary. ¢ ca Flnance Corporation)
“Notes to Financial Statement
December 31 2015

= The foIIowmg isa roIIforward of the Company s unrecognrzed tax beneﬂts

 Balance, January 1, 2015 $ 519, 973

Increase (decrease) in unrecognized tax benefit — prior perlod : . . (73,037)

~Increase (decrease) in unrecoghized tax benefit — current period - 830,805
“ Reductions in unrecognized tax benefits as a re5ult of a : '
lapse | tn statute of limitations

,‘,,7(‘1r096£6:-7~.5)'.": =

The total amount of unrecognized tax benefits at December 31, 2015 that if recogmzed would affect thef'f

S Company s effective tax rate was approX|mater $3.4 mlllron

7 ‘The total amounts of accrued interest and penaltles in the Companys statement of fmancral condltlon as of -

December 31, 2015 were approximately $855,000 and are mcluded in accounts payable and accrued expenses :

£ in the accompanyrng statement of financial condition.

The Company isa party to a tax separation agreement that includes a tax indemnification agreement whrch‘

. was negotiated and executed as part of the separation in 2010 from Citigroup, Inc. (together with-its affiliates,
o “Cltlgrot]p,) The .indemnification requires Citigroup to cover income tax liabilities and associated. interest

by the' Company for any consolidated, combined, or unitary returns for periods that end on or priorto

the separatlon As of December 31, 2015, the Company has a Citigroup tax indemnification asset of -

apprcmmately $540,000. Any consolldated -combined, or unitary tax liabilites not. covered: <by the -tax

- indemnification agreement are payable to the Parent. As of December 31, 2015, federal income taxes of

approximately $176,000 are payable to the Parent.

The only event reasonably possible to occur within 12 months of the reportlng date is the addition of the most

“recent year to the Company's tax contingency reserves and the release of the oldest year for which taxes are - S
" reserved. The projected net movement in the Company’s tax contingency reserves resulting from this proJected
" movement is not consldered to be material to the Company.

The Company is currently open to audit by the IRS for the year ended December 31, 2012 and thereafter for
federal income tax purposes

Net Capltal Requirement

The Company is subject to the Securltles and Exchange Commission Net Capital Requwement for wBrokers or.
Dealers, as mandated by Rule 15c3-1 of the Exchange Act. This regulation requires the maintenance -of
minimum “net capital” of the greater of $250,000 or 6-2/3% of aggregate indebtedness. The. regulatuon also

- requires that the ratio of aggregate indebtedness to net capital, as those terms are defined, not excéed 15-to-1. . .
At-December 31, 2015, the Company had net capital of approximately $15.2 million, whlch was approxumatety '

$13.0-million -in_excess of its required net capital of approximately $2.2 million. The Companys aggregate '

.indebtedness to net caprtal ratio was 2.15-to-1.

| Llabllltles Subordmated to the Clalms of General Creditors

At December 31, 2015, the Company had no I|ab|I|t|es that were subordlnated to the claims of general credltors B

Related Party Transactions

The Company purchases computer services, programming services, electronic media resources, and prlntlng
iliates to: support its brokerage operations. The Company also incurs a management fee
aredgeneral and administrative expenses allocated by an aff|I|ate Prrmerrca ;;lnsurance

7
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o _,‘The Company has an arrangement in which it receives cash on behalf -of Prrmerrca Frnancra
. (“PFS’), an insurance agency licensed affiliate, for commission income and pays all related
-~ of variable -annuities, ‘ultimately remitting the net amount to PFS. The Company also -

S tnstatlment payments on behalf of PFS. The Company recerves a management fee to off

- payable of approX|mately $1.7 m||||on for the net amount owed to PFS under these arrangeménts

- statement of fmancral condition.

/

PFS INVEST' .
(A Wholly Owned Subsidiary, mance Corporatron)
‘Notes to Financial ‘Statement - -

December 31 2015

o "the amount owed to PLIC for these arrangements whrch is. mcluded in payables to afflllates |n the’;‘
accompanylng statement of financial condition. . : B

Senices, f!ln‘c.

included in payabie to affiliates in the accompanying statement of financial condition.

‘ The Company also receives a management fee to offset the cost of shared general and«ladmlmstratlve o
- expenses incurred on behalf of PSS. As of December 31, 2015, the Company recorded a tec vab]e of $1 7

million :for. het amounts .due from PSS, which is mctuded in' receivables from afflllates I|n

i The Company paid- d|v1dends of $23.5 million and returned approX|mater $6.0 mrlllon of capltal to the Parent‘_‘f. :
_ during 2015 conslstmg entlrely of cash. _ o s

_"~’>Commrtments and Contmgent Liabilities

The Company is involved from time to time in legal dlsputes regulatory inquiries and arbrtratron proceedlngs in

" .the normal course of business. These disputes are subject to uncertainties, including indeterminate amounts

sought in certain of these matters and the inherent unpredictability of litigation. As such, the Corpany is unable
to estimate the possible loss or range of loss that may result from these matters unless otherwise indicated.

Restricted Cash

To more effrmently serve its customers, the Company holds customer checks that are recelved Wlth mCompIete L
investment applications for longer than 24 hours while problems with the application are “resolved. The -

Company holds certain-customer checks up to 5 days and places an amount equal to 106% of the amount ‘of

' the customers’ funds held into a separate bank account for the exclusive benefit of custorriers. At December31 ) :

2015, the total amount of cash held in this separate account i is reported as restricted cash in the accompanymg
statement of financial condrtlon : \

Rlsk and Uncertainties

Investment securltles are exposed to several risks, rncludmg but not fimited to interest rate and cred|t risks. Due

to the risks associated with investment securities, it is at least reasonably possible that changes-in the values-of
_investment securities will occur in the near term and such changes could matenally affect the amounts reported E

in the Company ] flnanC|aI statements

enses forsales . .
es_mcome tax

-wh‘roh is
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PFS INVESTMENTS INC.
(A Wholly Owned Subsidiary of Primerica Finance Corporation)
Notes to Financial Statement
December 31, 2015

(10) Form X-17A-5 Part i

Pursuant to SEC Rule 15¢3-1, as adopted by FINRA, and as applied in conformity with generally accepted
industry practices, the Company includes sales of variable annuity products in its computation of net capital.
These variable annuity sales are, however, recorded in the financial records of PFS and, therefore, are not
included in the accompanying financial statement. The schedule below details the difference between net
capital, as reported in Form X-17A-5 Part I, and the accompanying statement of financial condition. The
inclusion of the sales in Form X-17A-5 is consistent with the treatment afforded such sales in prior years.
Additionally, the Company has relied upon SEC no-action letters concerning such treatment and continues to
rely on such no-action letters unless and until instructed otherwise.

Amortization
Variable of distribution
Form X-17A-5 annuity costs Accompanying
Part | adjustments receivable financial statement
Total ownership equity

(including adjustments) $ 673,711,233 $ (636,691,321) $ -9 37,019,912
Nonallowable assets (656,257,495) 635,675,457 - (20,582,038)
Haircuts on securities (1,215,409) (3,556) - (1,218,965)
Net capital $ 16,238,329 $ (1,019,420) $ -9 15,218,909




