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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C. 20549
FORM 10-K/A

b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2004

or

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 1-13004

CITIZENS, INC.

(Exact name of registrant as specified in its charter)

Colorado 84-0755371
(State of incorporation) (IRS Employer Identification No.)
400 East Anderson Lane, Austin, Texas 78752
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (512) 837-7100
Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A Common Stock New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirement for the past 90 days. Yes p No o.
Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Act). Yes p No o.
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant s knowledge in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K __
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes o No p
As of the Registrant s last business day of its most recently completed second fiscal quarter (June 30, 2004), the
aggregate market value of the Class A voting stock held by non-affiliates of the Registrant was approximately
$290,340,827.
DOCUMENTS INCORPORATED BY REFERENCE
NONE.
Number of shares of common stock outstanding as of March 1, 2005:
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This Annual Report on Form 10-K/A (this Amendment ) is being filed as an amendment to our Annual Report on
Form 10-K for the fiscal year ended December 31, 2004 to revise certain disclosures contained in the original Form
10-K. This Amendment provides additional information concerning shares of our Class A common stock held of
record, as of March 31, 2005, by Gala Management Services, Inc., an unaffiliated non-U.S. trust administrative
services company, for the benefit of non-U.S. persons, as set forth in Item 12 of Part III of this Amendment. This
information was inadvertently omitted from our definitive proxy statement for our June 7, 2005 Annual Meeting of
Shareholders. Consequently, we are now providing this information in this Amendment, along with all of the
information in Part III of Form 10-K. In addition, we have made revisions to our risk factors that were set forth in
materials that we previously filed with the Securities and Exchange Commission. Our revised risk factors are set forth
as Item 1A in Part I of this Amendment.

In accordance with the rules of the Securities and Exchange Commission, this Amendment sets forth the complete
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text of the Annual Report on Form 10-K, as amended. This Amendment does not update the information contained in
the original filing to reflect facts or events that may have occurred subsequent to the date of the original filing or
subsequent to any periods for which disclosure was otherwise provided in the original filing.
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Item 1. Business

(a) General development of business

PART I

Citizens, Inc. (Citizens) operates primarily as an insurance holding company. We were incorporated in
Colorado in 1977. We are a parent company that directly or indirectly owns 100% of 15 operating
subsidiaries that are listed in the table below. Collectively, Citizens and its subsidiaries are referred to herein

asthe Company , we or us.
Subsidiary
Citizens Insurance Company of America (CICA)

Citizens USA Life Insurance
Company (CUSA)

Citizens National Life

Insurance Company (CNLIC)
(formerly Combined

Underwriters Insurance Company
(Combined)

Computing Technology, Inc. (CTI)

First Alliance Insurance
Company (FAIC)

Funeral Homes of America, Inc. (FHA)
Insurance Investors, Inc. (III)

KYWIDE Insurance Management, Inc.
(KYWIDE)

Mid-American Alliance
Corporation (Mid-American)

Mid-American Alliance Insurance Agency, Inc.
(MAAIA)

Mid-American Associates Agency, Inc. (MAAAI)

Year State of
Incorporated Incorporation

1968 Colorado
1965 Illinois

1986 Texas

1965 Colorado
1994 Kentucky
1989 Louisiana
1965 Texas

1997 Kentucky
1996 Missouri
1980 Missouri
2001 Missouri

2

Information concerning our subsidiaries follows.

Business
Activity
Life insurance

Life insurance

Life insurance

Data processing

Life insurance

Funeral home
Aircraft transportation
Dormant

Insurance holding
company

Insurance agency

Insurance agency
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Year State of Business
Subsidiary Incorporated Incorporation Activity
Mid American Century Life 1983 Missouri Life insurance
Insurance Company (MACLIC)
Security Alliance Insurance 1996 Arkansas Life insurance
Company (SAIC)
Security Plan Life Insurance 1995 Louisiana Life insurance
Company (SPLIC)
Security Plan Fire Insurance 1995 Louisiana Property and casualty insurance
Company (SPFIC)

Historically, our business has focused primarily on issuing ordinary whole life insurance products to overseas
residents, and most of our revenues continue to be generated from this area. In addition, our U.S. operations consist of
the sale of ordinary whole life insurance and limited amount of benefit accident and health insurance products to
middle and lower income Americans, as well as managing books of life insurance from insurance subsidiaries
acquired over the past several years.

We actively review acquisition opportunities for other U.S. life insurers, and we consider a variety of criteria when
evaluating potential acquisition candidates, including:

the asset base and growth opportunities;

insurance policy composition as well as persistency and profitability of the policies;

the market location and demographics of the policyholder base;

opportunities to achieve economies of scale;

the effect of the acquisition on book value and earnings per share;

resources required to integrate the operations; and

the investment required for, and opportunity costs of, the acquisition.
Our strategy in integrating acquisitions is to achieve revenue growth while continuously reviewing and streamlining
the operations of the acquired entities. The following are our acquisitions in the last five years.
On March 19, 2002, we issued approximately 753,000 shares of our Class A common stock to acquire Combined, and
approximately 305,000 shares of our Class A common stock to acquire Lifeline Underwriters Life Insurance
Company ( Lifeline ). The aggregate market value of the consideration was approximately $12.0 million.
On February 18, 2003, we issued approximately 2.6 million shares of our Class A common stock to acquire First
Alliance Corporation, the then owner of FAIC. The aggregate market value of the consideration was approximately

$17.2 million.

On November 18, 2003, we issued approximately 775,000 shares of our Class A common stock to acquire
Mid-American. The aggregate market value of the consideration was approximately $7.2 million.
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On October 1, 2004, we acquired SPLIC and its subsidiary, SPFIC, for $85 million, which was funded from cash on
hand and a $30 million term loan from Regions Bank.
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Certain statements contained in this Annual Report on Form 10-K are not statements of historical fact and constitute
forward-looking statements within the meaning of the Private Securities Litigation Reform Act (the Act ), including,
without limitation, the italicized statements and the statements specifically identified as forward-looking statements
within this document. Many of these statements contain risk factors as well. In addition, certain statements in future
filings by the Company with the Securities and Exchange Commission, in press releases, and in oral and written
statements made by or with the approval of the Company which are not statements of historical fact constitute
forward-looking statements within the meaning of the Act. Examples of forward-looking statements, include, but are
not limited to: (i) projections of revenues, income or loss, earnings or loss per share, the payment or non-payment of
dividends, capital structure, and other financial items, (ii) statements of plans and objectives of the Company or its
management or Board of Directors including those relating to products or services, (iii) statements of future economic
performance and (iv) statements of assumptions underlying such statements. Words such as believes ,

anticipates , expects , intends , targeted , may , will and similar expressions are intended to identify
forward-looking statements but are not the exclusive means of identifying such statements.

Forward-looking statements involve risks and uncertainties, which may cause actual results to differ materially from
those in such statements. Factors that could cause actual results to differ from those discussed in the forward-looking
statements include, but are not limited to: (i) the strength of foreign and U.S. economies in general and the strength of
the local economies where our policyholders reside; (ii) the effects of and changes in trade, monetary and fiscal
policies and laws; (iii) inflation, interest rates, market and monetary fluctuations and volatility; (iv) the timely
development of and acceptance of new products and services and perceived overall value of these products and
services by existing and potential customers; (v) changes in consumer spending, borrowing and saving habits; (vi) a
concentration of business from persons residing in third world countries; (vii) uncertainties in assimilating
acquisitions, (viii) the persistency of existing and future insurance policies sold by the Company and its subsidiaries;
(ix) the dependence of the Company on its Chairman of the Board; (x) the ability to control expenses; (xi) the effect of
changes in laws and regulations (including laws and regulations concerning insurance) with which the Company and
its subsidiaries must comply, (xii) the effect of changes in accounting policies and practices, as may be adopted by the
regulatory agencies as well as the Financial Accounting Standards Board, (xiii) changes in the Company s
organization and compensation plans; (xiv) the costs and effects of litigation and of unexpected or adverse outcomes
in such litigation; and (xv) the success of the Company at managing the risks involved in the foregoing.

Such forward-looking statements speak only as of the date on which such statements are made, and the Company
undertakes no obligation to update any forward-looking statement to reflect events or circumstances after the date on
which such statement is made to reflect the occurrence of unanticipated events.

We make available, free of charge, through our Internet website (http://www.citizensinc.com), our Annual Report on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, Section 16 reports filed by officers and
directors, news releases, and, if applicable, amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after we electronically
file such reports with, or furnish such reports to, the Securities and Exchange Commission. We are not including the

4
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information contained on our website as part of, or incorporating it by reference into, this Annual Report on
Form 10-K.

(b) Financial information regarding the insurance business

Through several of our subsidiaries, we operate principally in four business segments: offering selected lines of
individual life insurance policies in the United States, selected U.S. individual accident and health policies, the
issuance of ordinary whole life insurance policies in the United States utilizing the home service distribution
method, and the acceptance of applications from foreign nationals and overseas residents for the consideration of
the issuance of individual ordinary whole life insurance around the world. Except for certain insignificant
operations, we do not, and have no present intention to, engage in any non-insurance related business. The
following tables set forth certain statistical information on the basis of accounting principles generally accepted in
the United States of America (U.S. GAAP) concerning our operations for each of the five years ended
December 31, 2004.

Table 1

The following table sets forth (i) life insurance in force and (ii) mean life insurance in force.

In Force Mean Life
Beginning In Force Insurance

of Year End of Year In Force

(a) (b) (a) (b) (a) (b)

2004 $2,920,533 $ 4,001,356 $ 3,460,945
2003 2,408,004 2,920,533 2,664,269
2002 2,416,610 2,408,004 2,412,307
2001 2,240,523 2,416,610 2,328,567
2000 2,197,844 2,240,523 2,219,184

(a)  Dollars in thousands.

(b)  Before assuming and ceding reinsurance from/to reinsurers.

Improved persistency in 2001 combined with increased sale of new policies in 2000 and 2001 contributed to the
growth in insurance in force during 2000 and 2001. Increased surrender activity during 2002 related to the uncertain
economic climate in several Latin American countries contributed to the decline in insurance in force. Increased
issuance of new policies coupled with acquisitions contributed to the growth in insurance in force in 2003. The
acquisition of SPLIC in October, 2004 added approximately $982 million to the life insurance in force.

5
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The following table sets forth (i) the ratio of lapses and surrenders to mean life insurance in force and (ii) life
reinsurance ceded.

Ratio of
Lapses
and Reinsurance Ceded
Surrenders Amount Reinsurance
Lapses and To Mean of Premium
Surrenders Reinsurance
(a) In Force (a) Ceded (b)
2004 $ 248,533 72% $265,001 $ 15,388,824
2003 217,888 8.2 301,366 1,793,912
2002 177,227 7.3 152,103 2,212,715
2001 113,482 49 206,386 2,312,232
2000 112,676 5.1 272,150 2,494,798

(a)  Dollars in thousands.

(b)  Premiums reflect both life and accident & health business.

Lapsation and surrender activity attributed to policyholders of FAIC and MACLIC, two companies we acquired in
2003, contributed approximately $39,627,000 to the increase in 2003 lapses and surrenders. As described above, the
uncertain economic climate in several Latin American countries contributed to the increased lapsation and surrender
activity in 2002. The decline in ceded premium in 2001 and 2002 related to an increase in our retention from $75,000
to $100,000. The decline in ceded premium in 2003 was related to the termination of a substantial portion of the major
medical business acquired with the acquisitions of CNLIC, while the significant increase in 2004 ceded premium
related to the 100% cession of the in-force accident and health premiums to another carrier.

Table IT1

The following table sets forth information with respect to total insurance premiums.

Ordinary Annuity & Accident
Universal Group
Life (a) Life Casualty Life & Health (a) Total
2004 $77,110,880 $ 3,519,523 $1,113,189 $ 636,361 $ 787,547 $83,167,500
2003 60,395,058 2,383,768 463,629 14,784,958 78,027,413
2002 54,033,409 283,185 420,321 13,473,966 68,210,881
2001 48,142,397 216,905 543,792 5,059,843 53,962,937
2000 45,892,621 228,479 95,068 7,235,685 53,451,853

(a)  After deduction for reinsurance ceded.

The non-renewal of certain major medical policies affected total premium income for 2000 and 2001. The 2002
increase in accident and health premiums is attributable to the acquisition of CNLIC. The 2003 premium increase was
related to increased new life revenues and the acquisitions of FAIC and MACLIC. In 2004, the decline in accident and
health premium as a result of the cession of the business to another carrier, was offset by increases in CICA s
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international business and the acquisition of SPLIC in 2004. The casualty premiums in 2004 resulted from the
acquisition of SPFIC.
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The following table sets forth information relating to the ratio of underwriting and other expenses to insurance
revenues.

Commissions,
Underwriting
and Operating
Expenses,
Policy Reserve
Increases,
Commissions, Policyholder Benefits
Underwriting and
and Operating Dividends to
Expenses Policyholders
Ratio to Ratio to
Insurance Insurance Insurance
Premiums
(a)(b) Amount(b) Premiums Amount(b) Premiums
2004 $ 83,168 $ 38,065 46.5% $ 98,840 118.9%
2003 78,027 37,201 47.7 89,455 114.7
2002 68,211 31,411 46.1 79,320 116.3
2001 53,963 24,085 44.6 63,253 117.2
2000 53,452 22,570 42.2 63,693 119.2

(a)  After premiums ceded to reinsurers.

(b)  Dollars in thousands.

During 2000, accident and health premiums and claims decreased as discussed above due to the cancellation of major
portions of our group dental and major medical business; however, due to the costs associated with the creation of a
U.S. ordinary life sales program and the administrative costs of managing the run-off of the cancelled accident and
health business, the ratio of expenses to premiums increased. During 2001, a decrease in lapses and surrenders
combined with a decrease in accident and health claims offset increased commissions and administration expenses,
resulting in a decrease in the ratio of benefits to premiums and an increase in the ratio of expenses to premiums.
During 2002, increased new life revenues and increased accident and health premiums attributable to the acquisition
of CNLIC resulted in decreases in the ratio of benefits to premiums; however, the expenses associated with
conversion efforts and the administration of the accident and health business increased the ratio of expenses to
premiums. During 2003, increased new life revenues from new business and the acquisitions of FAIC and MACLIC
resulted in decreases in the ratio of benefits; however, the expenses of these two acquisitions resulted in increases in
the ratios of expenses to premiums. In 2004, expense reductions resulted in improvement in the ratio of expenses to
premiums; however, the claims incurred by SPLIC caused the overall expense and benefit ratio to increase slightly.
Because of the nature of SPLIC s business, a high benefit ratio is not unusual.

Table V

The following table sets forth changes in the face amount of new life insurance business produced between
participating and non-participating policies.

Table of Contents 12
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2002
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(a)  Dollars in thousands.
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Total New
Business
(a)
$ 570,462
433,697
410,352
346,132
327,753

Participating
Amount
(a) Percent
$339,008 59.4%
266,303 614
265,476 64.7
235,847 68.1
217,303 66.3

Non-participating

Amount
(a)
$231,454
167,394
144,876
110,285
110,450

Percent
40.6%
38.6
35.3
31.9
33.7
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During 2000 and 2001, the percentage of participating new business grew due to the mix of products issued. During
2003, the acquisitions of FAIC and MACLIC contributed to the increase in non-participating new business, and the
2004 purchase of SPLIC further increased the percentage of non-participating business.

Table VI

The following table sets forth changes in the face amount of new life insurance business issued according to policy

types.

2004
2003
2002
2001
2000

(a)  Dollars in thousands.

Total New
Business
(a)
$ 570,462
433,697
410,352
346,132
327,753

Whole Life

and Endowment

Amount
(a)

$ 406,075

297,280

289,976

238,765

220,691

Percent
71.2%

68.5
70.7
69.0
67.3

Term Credit
Amount Amount
(a) Percent (a) Percent
$82,839 14.5% $81,548 14.3%
76,637 17.7 59,780 13.8
80,342 19.5 40,034 9.8
71,900 20.8 35,467 10.2
56,747 17.3 50,315 154

In 2000, new life business, measured in paid annualized premiums, increased 21.4%. In 2001, new life business
increased 14.9%. In 2002, such business increased 17.7% due to acquisitions and internal growth, while in 2003 the
increase was 2.9%. The 2003 growth was slowed by the economic downturn in several Latin American countries. In
2004, the addition of SPLIC, which contributed three months results, coupled with growth in CICA s overseas

business, increased the percentage of whole life insurance in force.

Table VII

The following table sets forth deferred policy acquisition costs capitalized and amortized compared to new life

insurance business issued.

2004
2003
2002
2001
2000

(a)  Dollars in thousands.

Total New
Business

Issued (a)
$ 570,462
433,697
410,352
346,132
327,753

Deferred Policy
Acquisition Costs
Capitalized  Amortized

(a) (a)
$17,241 $ 8,438
16,558 11,807
14,423 10,039
11,112 8,568
10,056 8,522

Amortization expense in 2002 and 2003 increased due to higher surrender activity while the decreases in 2001 and
2000 were due to improved persistency. The increase in capitalized costs since 2000 is related to the increase in new
business issued. In 2004, persistency on CICA s international business improved, contributing to lower amortization,

as well as no amortization for the accident and health business that was ceded in 2004.
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Table VIII

The following table sets forth the mean amount of our invested assets and net investment income from our investment
portfolio.

Ratio of Net
Investment
Income
Mean Amount Net to Mean
of Investment Amount
of Invested
Invested Assets Income (a) Assets (a)
2004 $ 375,495,038 $ 17,004,672 4.5%
2003 250,598,366 14,322,275 5.7
2002 216,352,206 14,251,907 6.6
2001 200,449,569 13,296,481 6.6
2000 184,270,944 12,550,754 6.8

(a)  Does not include realized and unrealized gains and losses on investments.

During 2000, we terminated our outside investment manager and changed the mix of new investments, resulting in
improved performance for the year. During 2001, the significant decrease in yields in the bond market caused the
return on invested assets to drop slightly. During 2002 we were able to maintain our investment yield by continuing to
place less emphasis on government guaranteed pass-through instruments and more emphasis on investments in
callable instruments issued by U.S. government agencies. During 2003, the low interest rates available on newly
invested money relative to prior years and the significant call activity on the bonds owned negatively impacted our net
investment income compared to prior years. In 2004, only SPLIC s investment income for the fourth quarter was
included, leading to a further decline in percentage return. Had the entire year s results for SPLIC been included, the
ratio above would have been 5.6%.

(¢) Narrative description of business

(i) Business of Citizens

Our principal business is that of a life insurance holding company. Additionally, we provide management
services to our subsidiaries and other companies who contract with us for our services, under management
services agreements. At December 31, 2004, we had approximately 600 full time equivalent employees,
including approximately 390 full-time agents. All inter-company fees and expenses have been eliminated
in the consolidated financial statements.

(ii) Business of CICA

CICA has historically been our primary insurance subsidiary and 74% of our 2004 revenues were derived
from its operations. Historically, CICA s revenues have been from life insurance premiums and investment
income. CICA is a Colorado-domiciled life insurance company that makes available ordinary whole life
products to high net worth foreign nationals through contracts with overseas marketing organizations.
Additionally, it offers credit life insurance policies, as well as ordinary whole life insurance products, to
middle income U.S. residents. All intercompany fees and expenses have been eliminated in the
consolidated financial statements.
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During the year ended December 31, 2004, 97.7% of CICA s premium income was attributable to life,
endowment and term insurance, 1.4% to accident and health insurance, and 0.9% to individual annuities. Of
the life policies in force at December 31, 2004 and 2003, 32.6% and 45.8%, respectively, were
non-participating and 67.4% and 54.2%, respectively, were participating.

CICA has begun a United States marketing program focused on the sale of ordinary whole life products to
middle income families. Sales to date have been insignificant. We intend to expand sales efforts to other
states in which CICA is licensed and believe that our recent acquisitions should augment this program.

CICA s underwriting policy requires a medical examination of applicants for ordinary insurance in excess of
certain prescribed limits. These limits are graduated according to the age of the applicant and the amount of
insurance. Generally, the maximum amount of ordinary life insurance issued domestically without a medical
examination is $200,000 for ages 0 through 35; $100,000 for ages 36 through 45; $50,000 for ages 46
through 50; $15,000 for ages 51 through 55; and $10,000 for ages 56 and over. In addition, HIV testing is
performed on all applicants for amounts over $75,000. Non-United States applicants through age 39 can
obtain up to $150,000 of insurance without a medical examination. Medical examinations are required of all
non-United States applicants aged 40 and over. The supplemental accident and health policies sold in the
United States have only minimal field underwriting.

On life policies, CICA s maximum coverage on any one life is not limited. However, CICA reinsures the
amount of coverage, which is in excess of its retention policy. See Business of CICA  Reinsurance. CICA
does not accept substandard risks above Table 6 (generally policyholders who cannot qualify for standard
ordinary insurance because of past medical history).

At December 31, 2004, CICA had $30.4 million of insurance in force on individuals that are classified as
substandard risks, the majority of such business having been acquired in the purchase of other companies.
Management believes the exposure to loss as a result of insuring these individuals is minimal, since the
premiums are higher than standard policies to cover the nature of the risk, additional reserves are
established, and the amount of this insurance represents approximately 1.0% of the total insurance in force.

Geographical distribution of business

CICA makes available ordinary whole-life insurance products to residents of foreign countries worldwide.
Premium income from non-U.S. residents accounted for approximately 87.4%, 86.2% and 84.5% of total
CICA premiums for the years ended December 31, 2004, 2003 and 2002, respectively.

Areas representing more than 5% of CICA s total premiums for the years ended December 31, 2004, 2003

and 2002 were: Argentina 12.5%, 15.3% and 19.43%; Colombia 26.9%, 26.3% and 25.1%; Ecuador 5.4%,
4.3%, 3.5%; Taiwan 5.5%, 3.4%, 1.3%; Venezuela 9.5%, 8.9%, 10.4% and Uruguay 5.1%, 6.8% and
8.0%, respectively.

The following table sets forth the composition of CICA s total yearly premium income by geographic area for
the years indicated.
10
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Area 2004 2003 2002

Oklahoma 2.6% 3.1% 3.5%
Texas 3.6% 3.7% 4.9%
Mississippi 2.3% 2.8% 3.0%
Louisiana 1.1% 1.0% 0.9%
All Other States 3.0% 3.2% 3.2%
Foreign 87.4% 86.2% 84.5%

The policies issued by CICA on residents of foreign countries have an average face amount of approximately $58,000
and are issued primarily to individuals in the top 5% of the population in terms of household income. CICA has
neither offices nor employees overseas. It accepts applications for international insurance policies submitted by
several outside marketing firms and consultants in these markets with whom CICA has non-exclusive contracts. These
firms and consultants specialize in marketing life insurance products to citizens of foreign countries and have many
years of experience marketing life insurance products. The outside firms provide recruitment, training and supervision
of their managers and associates in the placement of dollar-denominated life insurance products; however, all
associates of these firms contract directly with CICA and receive their compensation directly from CICA.
Accordingly, should the arrangement between any outside marketing firm and CICA be canceled for any reason,
CICA believes it could continue suitable marketing arrangements with the associates of these outside firms without
appreciable loss of present and future sales, as CICA has done in the past. There is, however, always a risk that sales
could decrease.

CICA s standard agreement with individual consultants provides that the consultant is the representative of the
prospective insured. CICA s standard contract with outside marketing firms provides that the firm has the
responsibility for recruiting and training its associates. These firms guarantee any debts of their marketers and their
associates to CICA. In consideration for the services rendered, the marketing firms receive a fee on all new policies
placed by them or their associates. See Business of CICA  Commissions. CICA s contracts with both outside
marketing firms and consultants provide that any party may terminate the contracts for various causes at any time or
upon 30 days notice.

At present, CICA is dependent on the non-U.S. markets for a large percentage of its new life insurance business. As a
result of these foreign markets, CICA is subjected to potential risks with regard to the continued ability to write such
business should adverse events occur in the countries from which CICA receives applications. These potential risks
include lapses of policies if funds that flow out of such countries were to become restricted. Based on more than

35 years experience in the marketplace in which CICA competes, management believes such risks are not material.
CICA maintains no assets outside the U.S. and requires all premiums to be paid in the U.S. with U.S. dollars via drafts
drawn on banks in the U.S.; therefore, it is not subject to currency devaluation or foreign appropriation. Management
believes that many of the inherent risks in foreign countries, such as political instability, hyperinflation and economic
disruptions, tend to improve rather than hurt CICA s business over the long term because they encourage individuals to
convert assets out of local currencies to the more stable U.S. dollar.
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Marketing operations

CICA holds licenses to do business in 16 states and accepts applications for consideration from any foreign country.
CICA s marketing operations are conducted by outside consultants, with 3,263 active representatives contracted at
December 31, 2004, 3,778 individuals contracted at December 31, 2003 a