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Jackson National Life Global Funding is a statutory trust organized in series under the laws of the State of Delaware (the “Trust”), the sole purpose of 

which is to facilitate the program (the “Program”) described in this offering memorandum (this “Offering Memorandum”) for the issuance, from time to 

time, of discrete series of debt instruments (collectively, the “Notes”) secured by funding agreements (each, a “Funding Agreement”) issued by Jackson 

National Life Insurance Company (“Jackson”).  The Notes will be issued in series (each, a “Series of the Notes” or “Series”) by the Trust through one or 

more series of the Trust (the Trust, with respect to each series of such Trust, a “Series Trust”).  Each Series of the Notes may be comprised of one or more 

tranches (each, a “Tranche”) and will be secured by one or more Funding Agreements entered into between Jackson and the Trust, with respect to the 

relevant Series Trust.  The Trust is the only legal entity which may issue the Notes with respect to the Program, and references herein to each Series Trust 

are to the Trust with respect to a separate series of the Trust, but no Series Trust is a separate legal entity under Delaware law.  The holders of the Notes 

(the “Noteholders”) will have no direct rights against Jackson under any Funding Agreement. 

The Trust is not a subsidiary of Jackson or of any affiliate of Jackson.  The obligations of the Trust evidenced by the Notes will not be obligations of, and 

will not be guaranteed by, any other person, including but not limited to Jackson, or any of its subsidiaries or affiliates. 

The Notes have not been and will not be registered under the Securities Act of 1933, as amended (the “Securities Act”), or any applicable State or foreign 

securities laws and, unless so registered, may not be offered, sold, pledged or otherwise transferred except pursuant to an exemption from, or in a 

transaction not subject to, the registration requirements of the Securities Act and applicable State or foreign securities laws.  Accordingly, the Notes will be 

offered and sold only (a) in the United States, to qualified institutional buyers (as defined in Rule 144A (“Rule 144A”) under the Securities Act) (“Qualified 

Institutional Buyers”) and (b) in “offshore transactions” to persons other than “U.S. Persons” (each as defined in Regulation S (“Regulation S”) under 

the Securities Act).  See “Purchase and Transfer Restrictions.” All resales in the United States must be to Qualified Institutional Buyers.  Prospective 

purchasers that are Qualified Institutional Buyers are hereby notified that the Trust may be relying on the exemption from the provision of Section 5 of the 

Securities Act provided by Rule 144A. 

 

See “Risk Factors” beginning on page 10 for a discussion of certain insurance regulatory issues and other factors that should be considered in 

evaluating an investment in the Notes. 

 

This Offering Memorandum has been approved by the Central Bank of Ireland (the “Central Bank”), as competent authority under Directive 2003/71/EC 

(as amended) (the “Prospectus Directive”).  The Central Bank only approves this Offering Memorandum as meeting the requirements imposed under Irish 

and EU law pursuant to the Prospectus Directive.  Application has been made to The Irish Stock Exchange plc, trading as Euronext Dublin (“Euronext 

Dublin”), for the Notes issued during the period of 12 months from the date of this Offering Memorandum to be admitted to the Official List (the “Official 

List”) and trading on its regulated market.  Such approval relates only to the Notes which are to be admitted to trading on the regulated market of Euronext 

Dublin or other regulated markets for the purposes of Directive 2014/65/EU, as amended (“MiFID II”) or which are to be offered to the public in any 

Member State of the European Economic Area (“EEA”).  However, the Notes may be listed or traded on another exchange or not listed or traded on any 

exchange. 

Each Series of the Notes will be issued in the denominations specified in the relevant Final Terms (the relevant “Final Terms”), subject to compliance with 

all applicable legal and/or regulatory and/or Central Bank requirements.  Any Series of the Notes admitted to trading on the regulated market of Euronext 

Dublin or listed on any other regulated market, or offered to the public in any Member State of the EEA, in circumstances which require the publication of a 

prospectus under the Prospectus Directive will be issued in minimum denominations of €100,000 or greater (or the equivalent thereof in another currency 

at the time of issue).  This Offering Memorandum replaces in its entirety the Offering Memorandum dated June 1, 2017 in relation to this Program.  Any 

Notes issued under the Program on or after the date of this Offering Memorandum are subject to the provisions set out in this Offering Memorandum.  This 

does not affect any Notes issued prior to the date of this Offering Memorandum.  This Offering Memorandum comprises a base prospectus for the purposes 

of the Prospectus Directive. 

The specific terms of the Notes of any series offered will be set forth in the Final Terms for such series.  The Notes of a particular series will be issued by a 

particular Series Trust and will not be the obligations of any other Series Trust.  The price and amount of Notes to be issued under the Program, up to the 

$20,000,000,000 authorized amount, will be determined by the Trust and each relevant Initial Purchaser (as defined herein) at the time of issue in 

accordance with prevailing market conditions. 

Tranches of Notes to be issued under the Program will be rated or unrated.  Where a Tranche of Notes is to be rated, such rating will not necessarily be the 

same as the rating assigned to Notes already issued.  Where a Tranche of Notes is rated, the applicable rating(s) will be specified in the relevant Final 

Terms.  Whether or not a rating in relation to any Tranche of Notes will be treated as having been issued by a credit rating agency established in the 

European Union and registered under Regulation (EC) No. 1060/2009 on credit rating agencies, as amended (the “CRA Regulation”), will be disclosed in 

the relevant Final Terms.  A security rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or 

withdrawal at any time by the assigning rating agency. 

The Notes are not insurance contracts, insurance policies or funding agreements and do not represent an interest in any such policy or contract.  Further, 

the Notes are not obligations of, and are not guaranteed by, Jackson or of any affiliate of Jackson or any other insurance company.  The Notes will not 

benefit from any insurance guaranty association coverage or any similar protection.  
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The Notes sold in the United States in reliance on Rule 144A (“Rule 144A Notes”) under the Securities Act will 

only be issued in registered form (“Registered Notes”).  The Notes sold outside the United States in reliance on 

Regulation S will either be issued as Registered Notes or in bearer form (“Bearer Notes”), provided that all such 

Bearer Notes will be issued in “registered form” for U.S. federal income tax purposes.  Subject to the provisions of 

the applicable Final Terms for a particular series of Notes, each series of (i) Registered Notes offered and sold to 

Qualified Institutional Buyers in reliance on Rule 144A will be initially represented by one or more permanent 

global security certificates (each, a “Permanent Global Registered Note” and in respect of such Rule 144A Notes, 

a “Rule 144A Global Note”) registered in the name of Cede & Co. as nominee (the “144A Nominee”) for, and 

deposited with Citibank, N.A. as custodian (the “Custodian”) for, The Depository Trust Company (“DTC”); (ii) 

Registered Notes offered and sold in reliance on Regulation S initially will be represented by a temporary global 

security certificate (“Regulation S Temporary Global Registered Note”) registered in the name of Citivic 

Nominees Limited as nominee (the “Regulation S Nominee”) of, and deposited with the Common Depositary (as 

defined herein) as common depositary for Euroclear Bank SA/NV(“Euroclear”) and/or Clearstream Banking, S.A. 

(“Clearstream”) (or such other relevant clearing system as may be specified in the relevant Final Terms); and (iii) 

Bearer Notes sold in reliance upon Regulation S initially will be represented by a temporary global security 

certificate (“Regulation S Temporary Global Bearer Note”) deposited with the Common Depositary.  Subject to 

certain restrictions, (i) an interest in a Rule 144A Global Note may be exchanged for Registered Notes in definitive 

form (“Definitive Registered Notes”); (ii) an interest in a Regulation S Temporary Global Registered Note may be 

exchanged for an interest in a Permanent Global Registered Note (“Regulation S Permanent Global Registered 

Note”) or Definitive Registered Notes; (iii) an interest in a Regulation S Temporary Global Bearer Note may be 

exchanged for an interest in a permanent global form security certificate (“Regulation S Permanent Global Bearer 

Note”); and (iv) an interest in a Permanent Global Bearer Note may be exchanged for (if so specified in the 

relevant Final Terms) Registered Notes.  Registered Notes may not be exchanged for Bearer Notes.  See 

“Description of the Notes–Global Notes.” 

NOTICE TO ARKANSAS RESIDENTS ONLY 

The Notes may not be purchased by, offered, resold, pledged or otherwise transferred to an insurer 

domiciled in the state of Arkansas, a health maintenance organization, farmers’ mutual aid association or other 

Arkansas domestic company regulated by the Arkansas Insurance Department. 

 

NOTICE TO INDIANA RESIDENTS ONLY 

The Indiana Insurance Department has stated that Indiana domestic insurers should contact the Indiana 

Insurance Department before purchasing the Notes. 

 

NOTICE TO INVESTORS IN THE UNITED KINGDOM 

In the United Kingdom, this Offering Memorandum, any Final Terms and any other documents or materials 

relating to the issue of the Notes offered hereby are only being distributed to, and are only directed at, persons who 

(1) have professional experience in matters relating to investments and fall within Article 19(5) of the Financial 

Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), (2) are persons 

falling within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations, etc.”) of the Order or 

(3) are any other persons to whom it may otherwise lawfully be communicated pursuant to the Order (each such 

person being referred to as a “Relevant Person”).  Any investment or investment activity to which this Offering 

Memorandum and any Final Terms relate is available only to Relevant Persons and will be engaged in only with 

Relevant Persons.  This Offering Memorandum and any Final Terms must not be acted or relied on by persons who 

are not Relevant Persons. 

_____________________________________ 

Amounts payable under the Notes may be calculated by reference to LIBOR or EURIBOR, which are 

provided by ICE Benchmark Administration Limited and the European Money Markets Institute, respectively. As at 
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the date of this Offering Memorandum, ICE Benchmark Administration Limited and the European Money Markets 

Institute do not appear on the register of administrators and benchmarks established and maintained by the European 

Securities and Markets Authority pursuant to Article 36 of the Benchmark Regulation (Regulation (EU) 2016/1011), 

as amended (the “BMR”). 

As far as the Trust is aware, the transitional provisions in Article 51 of the BMR apply, such that ICE 

Benchmark Administration Limited and the European Money Markets Institute are not currently required to obtain 

authorization or registration (or, if located outside the European Union, recognition, endorsement or equivalence). 

_____________________________________ 

FOR EUROPEAN ECONOMIC AREA INVESTORS 

MiFID II product governance / target market 

The Final Terms in respect of any Notes may include a legend entitled “MiFID II Product Governance” 

which will outline the target market assessment in respect of the Notes and which channels for distribution of the 

Notes are appropriate. Any person subsequently offering, selling or recommending the Notes (a “distributor”) 

should take into consideration the target market assessment; however, a distributor subject to MiFID II is 

responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or refining 

the target market assessment) and determining appropriate distribution channels. 

A determination will be made in relation to each issue about whether, for the purpose of the MiFID Product 

Governance rules under EU Delegated Directive 2017/593, as amended (the “MiFID Product Governance 

Rules”), any Initial Purchaser subscribing for any Notes is a manufacturer in respect of such Notes, but otherwise 

neither the Arranger nor the Initial Purchasers nor any of their respective affiliates will be a manufacturer for the 

purpose of the MiFID Product Governance Rules. 

PRIIPs / IMPORTANT – EUROPEAN ECONOMIC AREA RETAIL INVESTORS 

The Notes are not intended to be offered, sold or otherwise made available to and should not be offered, 

sold or otherwise made available to any retail investor in the EEA. For these purposes, a retail investor means a 

person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of MiFID II or (ii) a 

customer within the meaning of Directive 2002/92/EC, as amended (the “Insurance Mediation Directive”), where 

that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II. 

Consequently, no key information document required by Regulation (EU) No 1286/2014, as amended (the 

“PRIIPs Regulation”) for offering or selling the Notes or otherwise making them available to retail investors in the 

EEA has been prepared and therefore offering or selling the Notes or otherwise making them available to any retail 

investor in the EEA may be unlawful under the PRIIPs Regulation. 

_____________________________________ 
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No Initial Purchaser (as defined below), agent, dealer, salesman or other person has been authorized 

to give any information or to make any representations other than those contained in this Offering 

Memorandum and if given or made such other information or representations must not be relied upon as 

having been authorized by any Series Trust, the Trust, any Initial Purchaser or Jackson.  This Offering 

Memorandum does not constitute an offer to sell, or a solicitation of an offer to buy, any of the Notes offered 

hereby by anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the 

person making such offer or solicitation is not qualified to do so, or to any person to whom it is unlawful to 

make such offer or solicitation.  Neither the delivery of this Offering Memorandum at any time, nor any sale 

made in connection herewith, shall, in any circumstances, create an implication that there has been no change 

in the affairs of any Series Trust, the Trust or Jackson since the date hereof or the date upon which this 

Offering Memorandum has been most recently amended or supplemented or that the information contained 

herein is correct as of any time subsequent to such date.   

In connection with the issue of any Tranche of Notes, the Initial Purchaser or Initial Purchasers (if 

any) acting as the Stabilizing Manager(s) in the applicable Final Terms (or persons acting on behalf of any 

Stabilizing Manager(s)) may over-allot Notes or effect transactions with a view to supporting the market 

price of the Notes at a level higher than that which might otherwise prevail. However, stabilization may not 

necessarily occur. Any stabilization action may begin on or after the date on which adequate public disclosure 

of the final terms of the offer of the relevant Tranche of Notes is made and, if begun, may cease at any time, 

but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche of Notes and 

60 days after the date of the allotment of the relevant Tranche of Notes. Any stabilization action or over-

allotment must be conducted by the relevant Stabilizing Manager(s) (or persons acting on behalf of any 

Stabilizing Manager(s)) in accordance with all applicable laws and rules. 

None of A.M. Best Company (“A.M. Best”), Fitch Ratings, Inc. (“Fitch”), Moody’s Investors Service, Inc. 

(“Moody’s”) or S&P Global Ratings, acting through Standard & Poor’s Financial Services LLC (“S&P”) is 

established in the European Union nor registered in accordance with the CRA Regulation, and therefore is not 

included in the list of credit rating agencies published by the European Securities and Markets Authority (“ESMA”) 

on its website in accordance with the CRA Regulation; however, the ratings assigned by each of A.M. Best, Fitch, 

Moody’s and S&P are endorsed in the European Union by A.M. Best Europe Rating Services Limited, Fitch Ratings 

Ltd, Moody’s Investors Service Ltd. and Standard & Poor’s Credit Market Services Europe Limited, respectively. 

The rating of certain Series of the Notes to be issued under the Program may be specified in the applicable 

Final Terms.  Whether or not each rating applied for in relation to the relevant Series of Notes will be issued by a 

credit rating agency established in the European Union and registered under the CRA Regulation will be disclosed in 

the applicable Final Terms.  In general, European regulated investors are restricted from using a rating for regulatory 

purposes if such rating is not issued by a credit rating agency established in the European Union and registered 

under the CRA Regulation.  Such general restriction will also apply in the case of credit ratings issued by credit 

rating agencies not established in the European Union, unless either (i) the relevant credit ratings are endorsed by a 

credit rating agency established in the European Union and registered under the CRA Regulation or (ii) the relevant 

rating agency is certified in accordance with the CRA Regulation (and such endorsement action or certification, as 

the case may be, has not been withdrawn or suspended). 

RESPONSIBILITY STATEMENT 

Each of the Trust and Jackson accepts responsibility that, having taken all reasonable care to ensure that 

such is the case, the information contained in this Offering Memorandum is, to the best of their knowledge, in 

accordance with the facts and does not omit anything likely to affect the import of such information. 
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THE TRUST IS A DELAWARE STATUTORY TRUST, WHICH ISSUES NOTES THROUGH SERIES 

TRUSTS.  THE TRUST IS AN INDEPENDENT LEGAL ENTITY SEPARATE AND APART FROM JACKSON 

THAT WAS FORMED FOR THE SPECIAL PURPOSE OF ISSUING SERIES OF NOTES, AND IS NOT 

AFFILIATED WITH JACKSON.  THE TRUST NEITHER IS, NOR WILL BE, IN WHOLE OR IN PART, 

“CONTROLLED BY” OR OTHERWISE “AFFILIATED” WITH (AS SUCH TERMS ARE DEFINED IN 

SECTIONS 115(A) AND (B) OF THE MICHIGAN INSURANCE CODE OF 1956, AS AMENDED) JACKSON.  

NOTEHOLDERS CAN LOOK ONLY TO THE ASSETS OF THE APPLICABLE SERIES TRUST FOR 

PAYMENT UNDER THE NOTES; NOTEHOLDERS WILL HAVE NO DIRECT RIGHT OF ACTION 

AGAINST JACKSON FOR PAYMENT UNDER THE NOTES.  COMPLETE FINANCIAL STATEMENTS 

WITH RESPECT TO JACKSON WILL BE AVAILABLE UPON WRITTEN REQUEST TO THE TRUSTEE, 

THE PRINCIPAL PAYING AGENT AND, FOR NOTES ADMITTED TO TRADING ON THE REGULATED 

MARKET OF EURONEXT DUBLIN, TO THE IRISH PAYING AGENT. 

BECAUSE EACH SERIES OF NOTES WILL BE SECURED BY ONE OR MORE FUNDING 

AGREEMENTS ISSUED BY A LIFE INSURANCE COMPANY, THERE IS A RISK THAT IF THE NOTES 

WERE DEEMED TO BE CONTRACTS OF INSURANCE, THE TRANSFER OF THE NOTES COULD 

SUBJECT THE PARTIES TO SUCH TRANSFER TO REGULATION UNDER THE INSURANCE LAWS OF 

THE JURISDICTIONS IMPLICATED BY THE TRANSFER.  AMONG OTHER THINGS, IF THE NOTES 

WERE DEEMED TO BE CONTRACTS OF INSURANCE, THE ABILITY OF A NOTEHOLDER TO SELL THE 

NOTES IN SECONDARY MARKET TRANSACTIONS OR OTHERWISE COULD BE SUBSTANTIALLY 

IMPAIRED AND, THE EXTENT OF ANY SUCH SALES COULD BE AFFECTED, THE PROCEEDS 

REALIZED FROM SUCH SALE OR TRANSFER COULD BE MATERIALLY AND ADVERSELY AFFECTED.  

SEE “RISK FACTORS.” 

THE NOTES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE SECURITIES 

ACT OR ANY STATE OR FOREIGN SECURITIES LAWS AND, UNLESS SO REGISTERED, MAY NOT BE 

OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT PURSUANT TO AN EXEMPTION 

FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE 

SECURITIES ACT AND APPLICABLE STATE OR FOREIGN SECURITIES LAWS.  ACCORDINGLY, THE 

NOTES WILL BE OFFERED AND SOLD ONLY (A) TO QUALIFIED INSTITUTIONAL BUYERS (AS 

DEFINED IN RULE 144A UNDER THE SECURITIES ACT) AND (B) IN “OFFSHORE TRANSACTIONS” TO 

PERSONS OTHER THAN “U.S. PERSONS” (WITHIN THE MEANING OF REGULATION S UNDER THE 

SECURITIES ACT).  SEE “PURCHASE AND TRANSFER RESTRICTIONS.” NOTES SOLD PURSUANT TO 

REGULATION S MAY NOT BE OFFERED OR RESOLD IN THE UNITED STATES OR TO “U.S. PERSONS” 

UNTIL THE RELEASE DATE, AND THEREAFTER SUCH NOTES MAY ONLY BE RESOLD IN THE 

UNITED STATES TO QUALIFIED INSTITUTIONAL BUYERS OR OUTSIDE OF THE UNITED STATES, 

PURSUANT TO AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES 

ACT.  SEE “PLAN OF DISTRIBUTION.” REGISTERED NOTES MAY NOT BE EXCHANGED FOR BEARER 

NOTES.  NEITHER THE TRUST NOR ANY SERIES TRUST WILL BE REGISTERED UNDER THE 

INVESTMENT COMPANY ACT OF 1940, AS AMENDED. 

THE NOTES ISSUED AS BEARER NOTES (AS DEFINED HEREIN) ARE SUBJECT TO U.S. TAX 

LAW REQUIREMENTS. 

EACH OFFERING OF THE NOTES WILL BE MADE IN RELIANCE UPON AN EXEMPTION FROM 

REGISTRATION UNDER THE SECURITIES ACT FOR AN OFFER AND SALE OF SECURITIES WHICH 

DOES NOT INVOLVE A PUBLIC OFFERING.  EACH PURCHASER OF NOTES OFFERED HEREBY 

(TOGETHER WITH THE RELEVANT FINAL TERMS) IN MAKING ITS PURCHASE WILL BE DEEMED TO 

HAVE MADE CERTAIN ACKNOWLEDGMENTS, REPRESENTATIONS, WARRANTIES, AND 

AGREEMENTS AS SET FORTH UNDER “PURCHASE AND TRANSFER RESTRICTIONS.” 

THE INITIAL PURCHASERS WILL NOT BE UNDER ANY OBLIGATION TO MAKE A MARKET IN 

THE NOTES AND, TO THE EXTENT THAT ANY SUCH MARKET MAKING IS COMMENCED, IT MAY BE 

DISCONTINUED AT ANY TIME.  FURTHER, THE NOTES WILL BE SUBJECT TO SUBSTANTIAL 

RESTRICTIONS ON TRANSFER AS SET FORTH UNDER “PURCHASE AND TRANSFER RESTRICTIONS.” 

ACCORDINGLY, THERE IS NO ASSURANCE THAT A SECONDARY MARKET WILL DEVELOP OR, IF IT 
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DOES DEVELOP, THAT IT WILL PROVIDE NOTEHOLDERS WITH THE LIQUIDITY OF INVESTMENT 

OR THAT IT WILL CONTINUE UNTIL THE MATURITY OF THE NOTES.  PROSPECTIVE INVESTORS 

SHOULD PROCEED ON THE ASSUMPTION THAT THEY MAY HAVE TO BEAR THE ECONOMIC RISK 

OF AN INVESTMENT IN THE NOTES UNTIL MATURITY. 

EACH OF THE TRUST AND JACKSON HAS UNDERTAKEN, IN CONNECTION WITH THE 

ADMISSION TO TRADING OF THE NOTES ON THE REGULATED MARKET OF EURONEXT DUBLIN, 

THAT IF THERE SHALL OCCUR ANY ADVERSE CHANGE IN THE BUSINESS OR FINANCIAL POSITION 

OF THE TRUST OR JACKSON OR ANY CHANGE IN THE INFORMATION SET OUT UNDER 

“DESCRIPTION OF THE NOTES” THAT IS MATERIAL IN THE CONTEXT OF ISSUANCE OF NOTES 

UNDER THE PROGRAM OR IN THE EVENT THAT THERE IS A SIGNIFICANT NEW FACTOR, 

MATERIAL MISTAKE OR INACCURACY RELATING TO INFORMATION CONTAINED IN THE 

OFFERING MEMORANDUM WHICH IS CAPABLE OF AFFECTING THE ASSESSMENT OF NOTES 

UNDER THE PROGRAM, THE TRUST WILL PREPARE OR PROCURE THE PREPARATION OF, AND 

MAKE AVAILABLE, AN AMENDMENT OR SUPPLEMENT TO THIS OFFERING MEMORANDUM OR 

PUBLISH A NEW OFFERING MEMORANDUM, AS THE CASE MAY BE, FOR USE IN CONNECTION 

WITH ANY SUBSEQUENT ISSUE BY THE TRUST OF NOTES TO BE ADMITTED TO TRADING ON THE 

REGULATED MARKET OF EURONEXT DUBLIN AND SHALL SUPPLY TO EACH INITIAL PURCHASER 

SUCH NUMBER OF COPIES OF SUCH DOCUMENT AS SUCH INITIAL PURCHASER MAY 

REASONABLY REQUEST. 

THIS OFFERING MEMORANDUM SHOULD BE READ AND CONSTRUED IN ACCORDANCE 

WITH ANY AMENDMENT OR SUPPLEMENT HERETO, AND, IN RELATION TO ANY NOTES, SHOULD 

BE READ AND CONSTRUED IN ACCORDANCE WITH THE RELEVANT FINAL TERMS. 

THIS OFFERING MEMORANDUM IS BEING FURNISHED SOLELY FOR THE PURPOSE OF 

ENABLING PROSPECTIVE INVESTORS TO CONSIDER THE PURCHASE OF THE NOTES.  ITS USE FOR 

ANY OTHER PURPOSE IS NOT AUTHORIZED.  NO REPRESENTATION OR WARRANTY, EXPRESS OR 

IMPLIED, IS MADE BY JACKSON, THE TRUST OR ANY SERIES TRUST AS TO THE ACCURACY OR 

COMPLETENESS OF SUCH INFORMATION IN THIS OFFERING MEMORANDUM (INCLUDING ANY 

AMENDMENT OR SUPPLEMENT HERETO) AS OF ANY DATE AFTER THE DATE OF THIS OFFERING 

MEMORANDUM (OR ANY AMENDMENT OR SUPPLEMENT HERETO). 

NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE BY THE INITIAL 

PURCHASERS AS TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION SET FORTH 

HEREIN, AND NOTHING CONTAINED IN THIS OFFERING MEMORANDUM IS, OR SHALL BE RELIED 

UPON AS, A PROMISE OR REPRESENTATION, WHETHER AS TO THE PAST OR THE FUTURE.  THE 

INITIAL PURCHASERS HAVE NOT INDEPENDENTLY VERIFIED ANY OF SUCH INFORMATION AND 

ASSUME NO RESPONSIBILITY FOR ITS ACCURACY OR COMPLETENESS. 

THE NOTES HAVE NOT BEEN RECOMMENDED OR APPROVED BY ANY FEDERAL, STATE OR 

FOREIGN SECURITIES COMMISSION OR SECURITIES REGULATORY AUTHORITY OR ANY 

INSURANCE OR OTHER REGULATORY BODY.  FURTHERMORE, THE FOREGOING AUTHORITIES 

HAVE NOT REVIEWED THIS OFFERING MEMORANDUM OR CONFIRMED OR DETERMINED THE 

ADEQUACY OR ACCURACY OF THIS OFFERING MEMORANDUM.  ANY REPRESENTATION TO THE 

CONTRARY MAY BE A CRIMINAL OFFENSE. 

THE TRUST ACCEPTS RESPONSIBILITY FOR THE INFORMATION CONTAINED IN THIS 

OFFERING MEMORANDUM AND CONFIRMS THAT THE INFORMATION CONTAINED IN THIS 

OFFERING MEMORANDUM, INCLUDING ANY SUPPLEMENT HERETO, IS, TO THE BEST OF ITS 

KNOWLEDGE AND BELIEF, IN ACCORDANCE WITH THE FACTS AND CONTAINS NO OMISSION 

LIKELY TO AFFECT THE IMPORT OF SUCH INFORMATION, HAVING TAKEN ALL REASONABLE 

CARE TO ENSURE THAT SUCH IS THE CASE. 

THE ASSETS OF THE RELEVANT SERIES TRUST, INCLUDING THE UNDERLYING FUNDING 

AGREEMENT(S), ARE THE SOLE SOURCE OF DISTRIBUTIONS ON THE RELEVANT SERIES OF NOTES.  
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THE NOTES DO NOT REPRESENT AN OBLIGATION OF, AND ARE NOT INSURED OR GUARANTEED 

BY, JACKSON, THE TRUST, ANY TRUSTEE, ANY INITIAL PURCHASER OR ANY OF THEIR 

RESPECTIVE AFFILIATES.  EACH PURCHASER OF A NOTE, BY SUCH PURCHASE, SHALL BE DEEMED 

TO HAVE ACKNOWLEDGED THAT NEITHER THE RELEVANT SERIES TRUST, JACKSON, THE TRUST, 

ANY TRUSTEE, ANY INITIAL PURCHASER, NOR ANY PERSON ACTING ON BEHALF OF THE 

RELEVANT SERIES TRUST, THE TRUST, JACKSON, ANY TRUSTEE OR ANY INITIAL PURCHASER 

HAS MADE ANY REPRESENTATION CONCERNING THE RELEVANT FUNDING AGREEMENT, THE 

SERIES TRUST, THE TRUST, THE NOTES OR THE OFFER AND SALE OF THE NOTES. 

PRESENTATION OF FINANCIAL INFORMATION 

The financial information contained in this Offering Memorandum is based on the (i) audited statutory 

financial statements of Jackson as of and for the periods ended December 31, 2017 and 2016 and (ii) unaudited 

statutory financial statements as of March 31, 2018 and for the three months ended March 31, 2018 and 2017 

(including the notes thereto, the “Statutory Financial Statements”).  

The Statutory Financial Statements were prepared in conformity with the statutory accounting practices 

(“SAP”) prescribed or permitted by the Michigan Department of Insurance and Financial Services (“DIFS”).  SAP 

differs in certain respects, which in some cases may be material, from accounting principles generally accepted in 

the United States of America (“U.S. GAAP”) and international financial reporting standards (“IFRS”).  See 

“Summary of Principal Differences Between Statutory Accounting Principles and U.S. GAAP” for a summary of 

significant differences between SAP and U.S. GAAP and “Summary of Principal Differences Between Statutory 

Accounting Principles and IFRS” for a summary of significant differences between SAP and IFRS.   
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OVERVIEW OF THE PROGRAM 

The following is a brief description only and should be read in conjunction with the rest of this Offering 

Memorandum, any amendments or supplements hereto, and, in relation to the Notes of any Series, in conjunction 

with the relevant Final Terms and, to the extent applicable, the Description of the Notes set out herein. 

Trust .....................................................................  Jackson National Life Global Funding, a special purpose 

statutory trust organized in series under Delaware law 

pursuant to the Master Trust Agreement, dated as of April 

24, 2001 (as amended or supplemented from time to time, 

the “Master Trust Agreement”), between the Depositor 

and the Administrative Trustee (as defined herein) and the 

filing of a certificate of trust (the “Certificate of Trust”) 

with the Delaware Secretary of State on April 24, 2001. 

Trust Legal Entity Identifier (“LEI”) ................  635400PQXLYXWJI5QD78 

Series Trust ..........................................................  The Trust, with respect to a series of the Trust specified as 

the Series Trust in the relevant Final Terms. 

Funding Agreement Provider .............................  Jackson National Life Insurance Company, a Michigan 

stock life insurance company. 

Initial Purchasers .................................................  Deutsche Bank Securities Inc., Deutsche Bank AG, London 

Branch, Barclays Capital Inc., Barclays Bank PLC, 

Citigroup Global Markets Inc., Citigroup Global Markets 

Limited, Credit Suisse Securities (USA) LLC, Credit Suisse 

Securities (Europe) Limited, Goldman Sachs & Co. LLC, 

Goldman Sachs International, HSBC Securities (USA) Inc., 

HSBC Bank plc, HSBC Securities (Canada) Inc., J.P. 

Morgan Securities LLC, Jefferies LLC, Jefferies 

International Limited, Merrill Lynch, Pierce, Fenner & 

Smith Incorporated, Merrill Lynch Canada Inc., Merrill 

Lynch International, Morgan Stanley & Co. LLC, Morgan 

Stanley & Co. International plc, UBS Securities LLC, UBS 

Limited, UBS AG, Australia Branch, U.S. Bancorp 

Investments, Inc., Wells Fargo Securities, LLC, Wells Fargo 

Securities International Limited, BMO Capital Markets 

Corp., BMO Nesbitt Burns Inc., CIBC World Markets Inc., 

CIBC World Markets Corp., TD Securities Inc., TD 

Securities (USA) LLC, The Toronto-Dominion Bank, 

nabSecurities, LLC, National Australia Bank Limited and 

any other entity identified as such in the relevant Final 

Terms. 

Indenture Trustee ................................................  Citibank, N.A. 

Principal Paying Agent, Registrar and Transfer 

Agent .....................................................................  

 

Citibank, N.A. 

Irish Paying Agent ...............................................  Citibank International Limited 

Irish Listing Agent ...............................................  Arthur Cox Listing Services Limited. Arthur Cox Listing 

Services Limited is acting solely in its capacity as listing 

agent for the Trust in connection with the Programme and is 



 

2 

not itself seeking admission of the Notes to trading on the 

regulated market of Euronext Dublin. 

Administrative Trustee .......................................  Wilmington Trust Company, a Delaware corporation with 

its principal place of business in the State of Delaware, will 

be the sole administrative trustee of the Trust and each 

Series Trust and will be the resident trustee of the Trust and 

each Series Trust solely for purposes of complying with 

Section 3807 of the Delaware Statutory Trust Act, 

maintaining the office of the Trust in Delaware and 

accepting service of process for the Trust in Delaware.  The 

Administrative Trustee will not be obligated in any way to 

make payments under or in respect of the Notes.  The 

Administrative Trustee has not participated in the 

preparation of this Offering Memorandum. 

Custodian..............................................................  Citibank, N.A. 

Common Depositary ............................................  The Notes will be registered in the nominee name of a 

common depository. 

Depositor ..............................................................  GSS Holdings II, Inc. 

Ratings ..................................................................  

 

Financial strength ratings of Jackson as of May 23, 2018: 

(i) A.M. Best:  A+ 

(ii) Fitch:   AA- 

(iii) Moody’s:  A1 

(iv) S&P:   AA- 

The foregoing ratings reflect each of the respective rating 

agency’s opinion of Jackson’s financial strength, 

operating performance and ability to meet its obligations 

to policyholders and are not evaluations directed toward 

the protection of investors.  Therefore, such ratings 

should not be relied upon when making any investment 

decision, and may be subject to review, revision, 

suspension, reduction or withdrawal at any time by the 

assigning rating agency. 

Authorized Program Amount .............................  U.S. $20,000,000,000.  For this purpose, any Notes 

denominated in another currency shall be translated into 

U.S. Dollars at the date of the relevant terms agreement 

(each, a “Terms Agreement”) using the spot rate of 

exchange for the purchase of such currency against payment 

of U.S. Dollars being quoted by the relevant paying agent 

(each, a “Paying Agent”) on such date or such other rate as 

the relevant Series Trust and the relevant Paying Agent may 

agree.  The Authorized Program Amount may be increased 

from time to time, subject to compliance with the relevant 

provisions of the First Amendment to the Second Amended 

and Restated Purchase Agreement by and among the Trust, 

Jackson and the Initial Purchasers, dated as of September 1, 

2016 (as amended or supplemented from time to time, the 

“Purchase Agreement”). 

The Notes ..............................................................   The Notes are considered to be asset backed securities 
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for the purposes of the Prospectus Directive. 

  Principal and interest payments, if any, on any series of 

Notes will be made solely from the proceeds of one or 

more Funding Agreements purchased with respect to 

such series of Notes. 

  The Notes may be interest bearing or non-interest 

bearing.  The Notes may bear interest at either a fixed 

rate or a floating rate, as specified in the applicable 

Final Terms. 

  Interest, if any, will be payable on the dates specified in 

the applicable Final Terms. 

  Subject to the provisions of the applicable Final Terms, 

the Notes may be callable by the Series Trust. 

  A Series Trust may issue amortizing Notes that pay a 

level amount in respect of both interest and principal 

amortized over the life of the Note, if specified in the 

applicable Final Terms. 

  The Notes initially will be held in global form by the 

Depositary or Common Depositary for DTC, Euroclear 

or Clearstream. 

  The Notes are not and will not be insurance contracts, 

insurance policies or funding agreements. 

  The Notes are not and will not be obligations of 

Jackson or any other insurance company or affiliate of 

Jackson. 

  The Notes will not benefit from any insurance guaranty 

fund coverage or any similar protection. 

  The Notes of a particular series will be issued by the 

Trust through a particular Series Trust and such Notes 

will not be the obligation of any other Series Trust.  See 

“Description of the Notes.” 

  The Notes will be direct, unsubordinated obligations of 

the relevant Series Trust, secured by the applicable 

Funding Agreement and all other property comprising 

the Pledged Estate (See “Description of the Indenture – 

Pledged Estate”) and rank pari passu among 

themselves and with all other secured and 

unsubordinated obligations of such relevant Series 

Trust (other than any obligations preferred by statute or 

by operation of law). 

Forms of the Notes ...............................................  Each series of Notes will be issued in either fully registered 

or, subject to U.S. tax requirements, bearer form.  Rule 

144A Notes will be offered only as Registered Notes and, 
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subject to the provisions of the applicable Final Terms, will 

be initially represented by one or more Permanent Global 

Registered Notes registered in the name of the Rule 144A 

Nominee as nominee of, and deposited with the Custodian 

as custodian for, DTC.  (Each Permanent Global Registered 

Note representing Rule 144A Notes is referred to as a Rule 

144A Global Note).  Subject to the provisions of the 

applicable Final Terms, each series of Registered Notes 

offered and sold outside the United States in reliance on 

Regulation S (“Regulation S Notes”) will initially be 

represented by one or more Regulation S Temporary Global 

Registered Notes registered in the name of the Regulation S 

Nominee as nominee of, and deposited with the Common 

Depository as common depositary for Euroclear and/or 

Clearstream (or such other relevant clearing system 

specified in the applicable Final Terms).  Subject to the 

provisions of the applicable Final Terms, each series of 

Bearer Notes offered and sold outside of the United States 

in reliance on Regulation S will be treated as “registered” 

for U.S. federal income tax purposes and will be represented 

by a Regulation S Temporary Global Bearer Note and 

deposited on the issue date therefor with the Common 

Depository, as depositary for Euroclear and/or Clearstream, 

or other relevant clearing system.  Each Regulation S 

Temporary Global Registered Note and Regulation S 

Temporary Global Bearer Note will be exchangeable for a 

permanent global Registered Note or a permanent global 

Bearer Note, respectively, beginning after the later of (i) the 

Release Date (as defined herein) and (ii) the first date on 

which requisite certifications as to non-U.S. beneficial 

ownership of the relevant Notes ownership are provided to 

the relevant Paying Agents.  The “Release Date” is the date 

40 days after the later of (i) the date the relevant Notes were 

first offered to persons other than Initial Purchasers and 

(ii) the relevant closing date for the Notes.  Subject to 

certain restrictions, (i) an interest in a Rule 144A Global 

Note may be exchanged for Definitive Registered Notes; (ii) 

an interest in a Regulation S Temporary Global Registered 

Note may be exchanged for an interest in a Regulation S 

Permanent Global Registered Note or Definitive Registered 

Notes; and (iii) a Regulation S Permanent Global Bearer 

Note may be exchanged for (if so specified in the relevant 

Final Terms) Registered Notes.  Registered Notes may not 

be exchanged for Bearer Notes.  See “Description of the 

Notes—Global Notes.”  

Currencies and Denominations ..........................  The Notes may be denominated in any currency or 

currencies, subject to compliance with all applicable legal 

and/or regulatory and/or central bank requirements.  

Payments in respect of the Notes may be made in and/or 

linked to any currency or currencies other than the currency 

in which such Notes are denominated, subject to compliance 

as aforesaid.  

 Each Series of Notes will be issued in the denominations 

specified in the relevant Final Terms, subject to compliance 
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with all applicable legal and/or regulatory and/or central 

bank requirements.  Subject to the provisions of the 

applicable Final Term(s) and as otherwise provided below, 

the Notes of a Series will be issued, with respect to U.S. 

dollar-denominated Notes, in minimum denominations of 

$2,000 and integral multiples of $1,000 in excess thereof.  

Any Series of Notes admitted to the Official List and to 

trading on the regulated market of Euronext Dublin or listed 

on any other regulated market, or offered to the public in 

any Member State of the EEA, in circumstances which 

require the publication of a prospectus under the Prospectus 

Directive will be issued in minimum denominations of 

€100,000 or greater (or the equivalent thereof in another 

currency at the time of issue).  The applicable Final Terms 

may provide that, for so long as any Series of Notes is 

represented by Global Registered Notes and Euroclear and 

Clearstream so permit, such Series of Notes shall be 

tradeable in minimum denominations of €100,000 and 

integral multiples of €1,000 thereafter (or the equivalent 

thereof in another currency at the time of issue).  If a Global 

Registered Note is exchanged for a Definitive Registered 

Note at the option of the relevant Noteholders, the Notes 

shall be issued and tradeable only in principal amounts of at 

least €100,000. 

 Any Notes in respect of which the issue proceeds are 

received by the Series Trust in the United Kingdom and 

which have a maturity of less than one year must (a) (i) have 

a minimum denomination of £100,000 (or its equivalent in 

other currencies), and (ii) be issued only to persons whose 

ordinary activities involve them in acquiring, holding, 

managing or disposing of investments (as principal or agent) 

for the purposes of their businesses; or who it is reasonable 

to expect will acquire, hold, manage or dispose of 

investments (as principal or agent) for the purposes of their 

businesses or (b) be issued in other circumstances which do 

not constitute a contravention of section 19 of the Financial 

Services and Markets Act 2000, as amended (the “FSMA”), 

by the Trust. 

Interest ..................................................................  Interest bearing Notes may bear interest at a fixed rate 

(“Fixed Rate Notes”) or a floating rate (“Floating Rate 

Notes”). 

 Each Fixed Rate Note will bear interest from the date of 

issuance at the annual rate stated on the face thereof until 

the principal thereof is paid or made available for payment.  

Subject to the provisions of the applicable Final Terms, such 

interest will be computed on the basis of a 360-day year of 

twelve 30-day months. 

 Each Floating Rate Note will bear interest from the date of 

issuance until the principal thereof is paid or made available 

for payment at a rate determined by reference to an interest 

rate or interest rate formula (the “Base Rate”), which may 

be adjusted by a Spread and/or Spread Multiplier (each as 
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defined under “Description of the Notes”).  The relevant 

Final Terms will designate one or more of the following 

Base Rates, along with the Index Maturity (as defined under 

“Description of the Notes”) of such Base Rate, as applicable 

to each Floating Rate Note: 

  the Constant-Maturity Treasury Rate (a “CMT Rate 

Note”), 

  the commercial paper rate (a “Commercial Paper Rate 

Note”), 

  EURIBOR (a “EURIBOR Note”), 

  the federal funds rate (a “Federal Funds Rate Note”), 

  LIBOR (a “LIBOR Note”), 

  the prime rate (a “Prime Rate Note”) or 

  the Treasury rate (a “Treasury Rate Note”). 

 The “Index Maturity” is the period of maturity of the 

instrument or obligation from which the Base Rate is 

calculated. 

Clearing Systems..................................................  DTC, Euroclear, Clearstream and/or, in relation to any 

Notes, any other clearing system as may be specified in the 

relevant Final Terms. 

Indenture ..............................................................  Each series of Notes will be issued under, subject to and 

entitled to the benefits of a separate Series Indenture (as 

amended, modified or supplemented from time to time, the 

“Series Indenture”) by and between the relevant Series 

Trust and Indenture Trustee (in such capacity, together with 

any successors, the “Indenture Trustee”).  Each Series 

Indenture will incorporate the Second Amended and 

Restated Indenture, dated September 5, 2014 (as amended 

or supplemented from time to time, the “Indenture”), 

which shall provide the terms which govern each Series 

Indenture thereunder, unless any such Series Indenture 

specifies otherwise.  The Notes issued under a Series 

Indenture will constitute a single series, together with any 

Notes issued in the future under such Series Indenture that 

are designated by the Series Trust as being part of such 

series.  See “Description of the Indenture.” 

Pledged Estate ......................................................  Under each Series Indenture, the Notes will be secured by a 

“Pledged Estate” which will consist of the relevant 

Funding Agreement owned by the Series Trust, all proceeds 

thereof and all rights related thereto. 
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Funding Agreements ...........................................  Funding agreements are unsecured obligations of insurance 

companies. 

 Under Section 500.8142 of the Michigan Insurance Code, in 

the event of an insolvency of a Michigan domestic insurance 

company, the claims of holders of funding agreements rank 

pari passu with the claims of policyholders, and in a 

superior position to general creditors.  Thus, in the event of 

an insolvency of Jackson, the claims of each Series Trust 

under each relevant Funding Agreement will rank pari 

passu with policyholders of Jackson in a position superior to 

general creditors of Jackson.  See “Description of Certain 

Terms and Conditions of the Funding Agreements.” 

 Each series of Notes will be secured by all of the Funding 

Agreements issued by Jackson in respect of the tranches of 

Notes comprising such series of Notes. 

No Guarantee .......................................................  Neither the Trust nor any Series Trust is an affiliate or 

subsidiary of Jackson.  The obligations of each Series Trust 

evidenced by the Notes will not be guaranteed by any 

person, including, but not limited to, Jackson, any of its 

parent companies, or any of its or their respective 

subsidiaries or affiliates.  The obligations of Jackson under 

any Funding Agreement will not be guaranteed by any 

person, including, but not limited to, its parent companies or 

any of its or their respective subsidiaries or affiliates. 

Transfer Restrictions ...........................................  The Notes have not been and will not be registered under 

the Securities Act and may not be offered, sold, pledged or 

otherwise transferred except as described under “Purchase 

and Transfer Restrictions.” In addition, because the primary 

asset of each Series Trust will be one or more Funding 

Agreements issued by a life insurance company, there is a 

risk that a state insurance regulatory authority could take the 

position that the transfer of the Notes subjects the parties to 

regulation under the insurance laws of such jurisdictions.  

Any such determination could affect the transferability of, 

and market for, the Notes.  See “Risk Factors.” 

Bearer Notes are subject to U.S. tax law requirements. 

Employee Benefit Plan Considerations ..............  Prospective purchasers of the Notes must carefully consider 

the restrictions on purchase set forth under “Purchase and 

Transfer Restrictions” and “Employee Benefit Plan 

Considerations.” 

United States Federal Taxation ..........................  Jackson will agree with each Series Trust to treat each 

Funding Agreement as indebtedness on which interest and 

principal is payable for U.S. federal and state income tax 

purposes.  The Noteholders will similarly agree, by their 

purchase of the Notes, with each Series Trust to treat the 

Notes as debt of Jackson for U.S. federal and state income 

tax purposes.  See “Taxation—U.S. Taxation” herein. 
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Payments of Additional Amounts .......................  All payments in respect of the Notes will be made free and 

clear of and without withholding or deduction for, or on 

account of, any present or future taxes, duties, levies, 

assessments or other governmental charges of whatever 

nature imposed or levied by or on behalf of the United 

States or any political subdivision thereof or any authority 

or agency therein or thereof having power to tax, unless the 

withholding or deduction of such taxes, duties, levies, 

assessments or other governmental charges is required by 

law.  If any such withholding or deduction is required, then 

the Series Trust will, subject to certain exceptions set out in 

full herein, pay such additional amounts so that the net 

amounts received by the Noteholders will equal the amounts 

that the Noteholders would have received had no such 

deduction or withholding been required.  Jackson pursuant 

to the relevant Funding Agreement will pay to the Series 

Trust an amount equal to any such additional amounts 

actually paid (or to be paid concurrently) by the Series 

Trust.  The Series Trust is required to redeem the Notes of 

the relevant Series as provided herein if Jackson exercises 

its right to terminate the Funding Agreement related to such 

relevant Series, in each case upon the occurrence of certain 

tax events. 

Jackson will agree in each Funding Agreement that 

payments in respect of such Funding Agreement shall be 

made to the Series Trust free and clear of and without 

withholding or deduction for, or on account of, any present 

or future taxes, duties, levies, assessments or governmental 

charges of whatever nature imposed or levied by or on 

behalf of any governmental authority in the United States 

having the power to tax, unless such withholding or 

deduction is required by law.  If any such withholding or 

deduction is or will be required, then Jackson, under the 

relevant Funding Agreement, will subject to certain 

exceptions set out in full herein, pay such additional 

amounts so that the net amounts received by the Series Trust 

will equal the amounts that the Series Trust would have 

received had no such deduction or withholding been 

required. 

In addition, Jackson has certain rights to terminate the 

Funding Agreement in each case upon the occurrence of 

certain tax events. 

Admission to Trading ..........................................  Application has been made to Euronext Dublin for Notes 

issued under the Program during the period of 12 months 

from the date of this Offering Memorandum to be admitted 

to the Official List and to trading on its regulated market.  

However, Notes may also be (i) listed on any other 

regulated market, (ii) listed on a securities exchange which 

is not a regulated market or (iii) not listed on any regulated 

market or any other securities exchange.  Each applicable 

Final Terms will indicate whether or not the Notes of that 

Series will be listed, and if the Notes will be listed, on 

which securities exchange.  Notes with a maturity of less 
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than 12 months will not be listed.   

 This Offering Memorandum comprises a base prospectus 

for the purposes of the Prospectus Directive.   

 If a European or national legislation is adopted and is 

implemented or takes effect in Ireland in a manner that 

would require the Trust and/or Jackson to publish or 

produce its financial statements according to accounting 

principles or standards that are different from, in the case of 

the Trust, U.S. GAAP or, in the case of Jackson, SAP, or 

that would otherwise impose requirements on the Trust that 

the Trust and the applicable Initial Purchasers in good faith 

determine are not reasonable, the Trust may de-list any 

Notes admitted to trading on the regulated market of 

Euronext Dublin.  The Trust will use its reasonable best 

efforts to obtain an alternative admission to listing, trading 

and/or quotation for the Notes by another listing authority, 

exchange and/or system, within or outside the European 

Union, as it may decide.  If such an alternative admission is 

not available to the Trust, or, in the opinion of the Trust, 

cannot reasonably be effected or maintained, an alternative 

admission may not be obtained.  Notice of any de-listing 

and/or alternative admission will be given as described in 

the Description of the Notes. 

Governing Law ....................................................  The Notes, the Indenture and the relevant Series Indentures 

will be governed by, and construed in accordance with, the 

laws of the State of New York, except as required by 

mandatory provisions of law and except to the extent that 

the validity or perfection of a Series Trust’s ownership of 

and security interest in the relevant Funding Agreement or 

remedies under the Indenture and relevant Series Indenture 

in respect thereof may be governed by the laws of a 

jurisdiction other than the State of New York.  The Master 

Trust Agreement and each Series Trust Agreement will be 

governed by, and construed in accordance with, the laws of 

the State of Delaware. 
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RISK FACTORS 

Prospective purchasers of the Notes should carefully review the information contained elsewhere in this 

Offering Memorandum and any Final Terms and should particularly consider the following matters. 

Risk Factors Relating to the Notes and the Trust 

The Notes are Non-Recourse Obligations of the Relevant Series Trust; Absence of Operating History of the 

Series Trusts 

The obligations of the relevant Series Trust under the Notes, the Indenture and the relevant Series Indenture 

are payable only from the related Pledged Estate of such Series Trust.  The Trust’s primary business purpose is the 

issuance of the Notes, the purchase of the related Funding Agreements and engaging in activities incidental thereto, 

in each case through Series Trusts.  Each Series Trust will be newly formed and will have no operating history at the 

time the Notes of such Series are issued.  If any Event of Default (as defined herein) shall occur under any series of 

Notes, the rights of the Noteholders of such Series and the Indenture Trustee on behalf of such Noteholders will be 

limited to a proceeding against the relevant Pledged Estate for such series of Notes and none of such Noteholders or 

the Indenture Trustee on behalf of such Noteholders will have the right to proceed against the Pledged Estate of any 

other series of Notes in the case of any deficiency judgment remaining after foreclosure of any property included in 

such Pledged Estate.  All claims of the Noteholders of a series of Notes in excess of amounts received by the 

relevant Series Trust under the related Funding Agreements, and related Pledged Estate will be extinguished.  The 

Notes of a Series will not be the obligations of, and will not be guaranteed by, Jackson or any of its subsidiaries or 

affiliates.  Neither Jackson nor any of its subsidiaries or affiliates is under any obligation to provide funds or capital 

to the Trust.  In addition, the Notes will not benefit from any insurance guarantee fund coverage or any similar 

protection. 

Limited Resources of Each Series Trust; Issuance of the Notes in Series 

The net worth of each Series Trust upon the issuance of a series of Notes by such Series Trust will be 

approximately $100.  The net worth of such Series Trust is not expected to increase materially.  The ability of the 

relevant Series Trust to make timely payments on the Notes is entirely dependent upon Jackson making the related 

payments under the relevant Funding Agreements when due.  The Trust is a statutory trust, which was created for 

the purpose of, inter alia, issuing the Notes, and is authorized to issue the Notes in series through separate Series 

Trusts.  Each series of Notes will be secured primarily by one or more separate Funding Agreements.  No series of 

Notes will have any right to receive payments under a Funding Agreement related to any other series of Notes. 

The Notes are not obligations of, and are not guaranteed by Jackson or any of its respective affiliates.  None 

of these entities nor any agent, trustee or beneficial owner of the Trust or the Series Trust are under any obligation to 

provide funds or capital to the Trust or any Series Trust. 

Payment of Certain Expenses Prior to Payments Under the Notes Following Event of Default 

Any funds collected by the Indenture Trustee following an Event of Default (as defined herein), and any 

funds that may then be held or thereafter received by the Indenture Trustee as security with respect to the Notes of 

any Series will be applied first to the payment of certain costs and expenses of the Indenture Trustee in an aggregate 

amount of no more than $500,000 (the “Priority Payments”) for all Series of Notes outstanding.  The funds will 

next be applied to the payment of the amounts then due and unpaid on the Notes of such Series.  Any remaining 

balance thereafter will be applied to the payment of any other Secured Obligations (as defined in the Indenture) then 

due and owing on the Notes of such Series.  Any remaining balance is intended to be paid to the applicable Series 

Trust, its successors or assigns or other person lawfully entitled to receive the same.  The amounts remaining after 

the payment of the Priority Payments may be insufficient to satisfy in full the payment obligations the Series Trust 

has to the Noteholders of a particular Series following the occurrence of an Event of Default. 
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An Event of Default Under a Series of Notes May Not Constitute an “Event of Default” Under the 

Applicable Funding Agreement(s) 

Any event of default under any Funding Agreement will constitute an Event of Default under the related 

Series of Notes and will cause the principal of all of the Notes of such Series, any interest accrued thereon and any 

other amounts payable on the Notes of such Series to become immediately due and payable.  Under certain limited 

circumstances, however, an Event of Default under a Series of Notes, such as, for example, the failure by the Series 

Trust to observe or perform certain covenants contained in the Notes of a Series, in the Indenture or in the applicable 

Series Indenture, may not constitute an event of default under the applicable Funding Agreement(s).  In such case, it 

is possible that the obligations of the Trust under any Series of Notes may be accelerated while the obligations of 

Jackson under the applicable Funding Agreement(s) may not be similarly accelerated.  If this occurs, the Indenture 

Trustee may have no or limited ability to proceed against the applicable Pledged Estate and Noteholders may not be 

paid in full or in a timely manner upon such acceleration.  See “Description of the Indenture—Events of Default” 

and “Description of Certain Terms and Conditions of the Funding Agreements—Events of Default under Funding 

Agreements” in this Offering Memorandum. 

Insurance Regulatory Risks 

The laws and regulations of each state of the United States and of foreign jurisdictions contain broad 

definitions of the activities that may constitute the conduct of the business of insurance or reinsurance in such 

jurisdictions. 

Willkie Farr & Gallagher LLP advised in a memorandum dated August 20, 2013 with regard to insurance 

matters that neither the Trust nor any persons selling or purchasing the Notes should be subject to regulation as 

doing an insurance business in any state of the United States or the District of Columbia by virtue of the offer, sale 

and/or purchase of the Notes.  This advice is based upon interpretations (either written or oral) received as of 

specified dates from the staff of the insurance regulatory body or from local counsel in each of the states of the 

United States and is subject to the considerations described below.  These interpretations from insurance regulatory 

bodies and local counsel were obtained in connection with structures which raise some of the same issues as those 

presented by the Notes.  These oral and written interpretations from state insurance regulatory bodies were based on 

general descriptions of the issuance of funding agreements to back instruments such as the Notes and were not 

specifically based on the Program or the Notes. 

Information specifically relating to the Program and/or the Notes which was not disclosed to insurance 

regulators could be considered material by such regulators and, had such factual information been disclosed, could 

have resulted in different guidance or advice from such regulators.  Based on these oral and written interpretations 

and local counsel opinions and subject to such other considerations as are set forth in its memorandum, Willkie Farr 

& Gallagher LLP believes that (i) the Notes should not be subject to regulation as participations in the Funding 

Agreements themselves or otherwise constitute insurance contracts and (ii) the Trust and any persons offering, 

selling or purchasing the Notes should not be subject to regulation as doing an insurance business by virtue of their 

activities in connection with the offer, sale and/or purchase of the Notes. 

The Arkansas Insurance Department has stated that it would not encourage any Arkansas domestic insurer 

to purchase investment products such as the Notes.  In addition, the Indiana Insurance Department has stated that 

Indiana domestic insurers should contact the Indiana Insurance Department before purchasing any instruments such 

as the Notes. 

All written or oral communications with insurance regulatory bodies reflect only the interpretation of the 

staff of such regulatory bodies with respect to the laws and regulations of their respective jurisdictions, and do not 

purport to be, nor should they be relied upon as, binding legal authority.  Such interpretations and advice by local 

counsel may be subject to challenge in administrative or judicial proceedings. 

Insurance regulatory authorities in the United States have broad discretionary powers to modify or 

withdraw regulatory interpretations, and such interpretations and the advice of local counsel received with respect to 

the laws of any particular state are not binding on a court or any third party and may be subject to challenge in 

administrative or judicial proceedings.  In addition, such interpretations have not been obtained with respect to any 



 

12 

foreign jurisdictions.  There can be no assurance that such interpretations and advice will remain in effect, or that 

such interpretations would be given any effect by a court. 

The Trust will not be registered or licensed as an insurance or reinsurance company in any jurisdiction.  In 

the event it is determined that the Trust should have been licensed under the insurance laws of a jurisdiction in 

connection with the issuance of the Notes, the Trust will be in violation of such laws or regulations and could be 

subject to the fines, penalties and other sanctions provided for therein.  Such violation(s) would have a material 

adverse impact on the Trust’s ability to meet its obligations under the Notes. 

Similarly, if the Notes are deemed to be subject to regulation as participations in Funding Agreements or 

otherwise constitute contracts of insurance, there can be no assurance that Holders of the Notes who subsequently 

offer, sell, transfer or purchase Notes could not be found to be acting as insurance agents or brokers under the laws 

of certain jurisdictions or otherwise be subject to the applicable insurance laws.  Acting without a required insurance 

agent or broker license or other violations of applicable insurance laws and regulations could subject such Holder of 

Notes to substantial civil and criminal fines and charges. 

It is likely that if the Notes were to be deemed to be subject to regulation as participations in Funding 

Agreements or otherwise constitute contracts of insurance, the ability of the Holder to offer, sell or otherwise 

transfer the Notes in secondary market transactions or otherwise would be substantially impaired and, to the extent 

such offer, sale or transfer could be effected, the proceeds realized from such sale or transfer would be materially 

and adversely affected. 

No Previous Market for the Notes; Limited Liquidity of the Notes 

No previous market exists for the Notes and no assurances can be given that any market will develop with 

respect to the Notes.  The Initial Purchasers are under no obligation to make a market in the Notes and to the extent 

that such market making is commenced, it may be discontinued at any time.  There is no assurance that a secondary 

market will develop or, if it does develop, that it will provide Noteholders with liquidity of investment or that it will 

continue for any period of time.  The Notes have not been and will not be registered under the Securities Act or any 

state or foreign securities law and transfers of the Notes are subject to substantial transfer restrictions.  A Noteholder 

may not be able to liquidate its investment readily, and the Notes may not be readily accepted as collateral for loans.  

It is likely that if the Notes were to be deemed to be contracts of insurance, the ability of a Noteholder to offer, sell 

or transfer the Notes in a secondary market transaction or otherwise would be substantially impaired and, to the 

extent any such sale or transfer could be effected, the proceeds realized from such sale or transfer could be 

materially and adversely affected.  In addition, liquidity may be limited if the Trust makes large allocations to a 

limited number of investors.  Investors should proceed on the assumption that they may have to hold the Notes until 

the end of their scheduled term.  See “Purchase and Transfer Restrictions.” 

In Case of Any Redemption of the Notes, an Investor May Not be Able to Reinvest the Redemption Proceeds 

in a Security Offering Comparable Return 

Each Series Trust is required to redeem the Notes of the applicable Series as described herein if Jackson 

exercises its right to terminate the Funding Agreement(s) related to such Series upon the occurrence of certain tax 

events, including, without limitation, if Jackson is required to pay Additional Amounts.  See “Description of the 

Notes—Tax Redemption”. 

In the event the Funding Agreement(s) related to a Series of Notes are terminated by Jackson, the 

applicable Series Trust would, in such event, redeem the Notes of such Series.  In addition, if so specified in Final 

Terms related to the Notes of a Series, such Notes may be redeemable at the option of the Trust. 

In case of any redemption of the Notes, an investor may not be able to reinvest the redemption proceeds in 

a comparable security at an effective interest rate as high as that of the Notes being redeemed.  Jackson’s 

termination right under the relevant Funding Agreement(s) also might adversely impact an investor’s ability to sell 

the Notes. 
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If the Notes are redeemable at the option of the applicable Series Trust, such Series Trust may choose to 

redeem the Notes at times when prevailing interest rates are relatively low.  In addition, if the Notes of a Series are 

subject to mandatory redemption, the applicable Series Trust may be required to redeem the Notes also at times 

when prevailing interest rates are relatively low.  As a result, an investor generally will not be able to reinvest the 

redemption proceeds in a comparable security at an interest rate equal to the interest rate on the Notes being 

redeemed. 

Noteholders of Notes Below Certain Minimum Denominations May Not be Able to Receive Definitive 

Registered Notes and in Such Situations May Not Be Entitled to the Rights in Respect of Such Notes 

Any Notes admitted to trading on Euronext Dublin or any other regulated market, or which are to be 

offered to the public in any Member State of the EEA, will be issued in minimum denominations of €100,000 or 

greater (or the equivalent thereof in another currency at the time of issue) (the “Specified Denominations”).  The 

applicable Final Terms may provide that, for so long as the Notes are represented by a Global Registered Note and 

Euroclear and Clearstream so permit, the Notes may be tradeable in minimum denominations of €100,000 and 

integral multiples of €1,000 thereafter (or the equivalent thereof in another currency at the time of issue), although if 

a Global Registered Note is exchanged for Definitive Registered Notes, at the option of the relevant Holder, the 

Notes shall be tradeable only in principal amounts of at least €100,000.  In these circumstances, a Noteholder 

holding Notes having a nominal amount which cannot be represented by a Definitive Registered Note in the 

Specified Denomination will not be able to receive a Definitive Registered Note in respect of such Notes and will 

not be able to receive interest or principal or be entitled to vote in respect of such Notes.  As a result, a Noteholder 

who holds Notes in Euroclear or Clearstream in an amount less than the Specified Denominations may need to 

purchase or sell, on or before the relevant date on which the Regulation S Temporary Global Registered Note or 

Regulation S Permanent Global Registered Note are to be exchanged for Definitive Registered Notes, a principal 

amount of Notes such that the Noteholders hold the Notes in an aggregate principal amount of at least the Specified 

Denominations. 

Foreign Currency Risks 

The information set forth below is directed to prospective purchasers who are U.S. residents.  The Series 

Trust for each Series of Notes disclaims any responsibility to advise prospective purchasers who are residents of 

countries other than the United States of any matters arising under foreign law that may affect the purchase of or 

holding of, or receipt of payments on, the Notes.  Such persons should consult legal and financial advisors 

concerning these matters. 

An investment in a Note that is denominated or payable in, or the payment of which is linked to the value 

of, currencies other than U.S. dollars entails significant risks.  These risks include the possibility of significant 

changes in rates of exchange between the U.S. dollar and the relevant foreign currencies and the possibility of the 

imposition or modification of exchange controls by either the U.S. or foreign governments.  These risks generally 

depend on economic and political events over which the Series Trust and Jackson have no control. 

In recent years, rates of exchange between U.S. dollars and some foreign currencies have been highly 

volatile, and this volatility may continue in the future.  Fluctuations in any particular exchange rate that have 

occurred in the past are not necessarily indicative, however, of fluctuations that may occur during the term of any 

Note.  Depreciation against the U.S. dollar of the currency in which a Note is payable would result in a decrease in 

the effective yield of the Note below its coupon rate and could result in an overall loss on a U.S. dollar basis. 

Foreign exchange rates can either float or be fixed by sovereign governments.  Exchange rates of most 

economically developed nations are permitted to fluctuate in value relative to the U.S. dollar and to each other.  

However, from time to time governments may use a variety of techniques, such as intervention by a country’s 

central bank or the imposition of regulatory controls or taxes, to influence the exchange rates of their currencies.  

Governments may also issue a new currency to replace an existing currency or alter the exchange rate or relative 

exchange characteristics by a devaluation or revaluation of a currency.  These governmental actions could change or 

interfere with currency valuations and currency fluctuations that would otherwise occur in response to economic 

forces, as well as in response to the movement of currencies across borders. 
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As a consequence, these government actions could adversely affect the U.S. dollar-equivalent yields or 

payouts for the Notes denominated or payable in currencies other than U.S. dollars. 

Additionally, a sovereign debtor’s willingness or ability to repay principal and to pay interest in a timely 

manner may be affected by, among other factors, its cash flow situation, its relations with its central bank, the extent 

of its foreign currency reserves, the availability of sufficient foreign exchange on the date a payment is due, the 

relative size of the debt service burden to the economy as a whole, the sovereign debtor’s policy toward local and 

international lenders, and the political constraints to which the sovereign debtor may be subject. 

 

With respect to any Series of Notes, the relevant Series Trust will not make any adjustment or change in the 

terms of the Notes in the event that exchange rates should become fixed, or in the event of any devaluation or 

revaluation or imposition of exchange or other regulatory controls or taxes, or in the event of other developments 

affecting the U.S. dollar or any applicable foreign currency.  The purchaser of such Notes will bear those risks. 

Governments have imposed from time to time, and may in the future impose, exchange controls that could 

also affect the availability of a specified foreign currency.  Even if there are no actual exchange controls, it is 

possible that the applicable currency for any Note not denominated in U.S. dollars would not be available when 

payments on that Note are due. 

With respect to any Series of Notes, if a payment currency is unavailable, the relevant Series Trust would 

make required payments in U.S. dollars on the basis of the market exchange rate.  However, if the applicable 

currency for any Note is not available because the euro has been substituted for that currency, the relevant Series 

Trust would make the payments in euros.  The mechanisms for making payments in these alternative currencies are 

explained in “Description of the NotesUnavailability of Foreign Currency” below. 

The Notes will be governed by and construed in accordance with the laws of the state of New York.  Unlike 

many courts in the United States outside the State of New York, the courts in the State of New York customarily 

enter judgments or decrees for money damages in the foreign currency in which the Notes are denominated.  These 

amounts would then be converted into U.S. dollars at the rate of exchange in effect on the date the judgment or 

decree is entered.  The purchaser of such Note would bear the foreign currency risk during litigation. 

Certain base rates described herein refer to “benchmarks,” including LIBOR and EURIBOR, that may be 

discontinued or reformed, which may adversely affect the value of and return on Series of Floating Rate Notes. 

Certain base rates, including the London Interbank Offered Rate (“LIBOR”), the Euro Interbank Offered 

Rate (“EURIBOR”) and other rates or indices described herein, are deemed to be “benchmarks” and are the subject 

of ongoing national and international regulatory scrutiny and reform. Some of these reforms are already effective, 

while others are still to be implemented or formulated. For example, on July 27, 2017, the U.K. Financial Conduct 

Authority announced that it intends to stop persuading or compelling banks to submit LIBOR rates after 2021. 

Furthermore, in the United States, efforts to identify a set of alternative U.S. dollar reference interest rates include 

proposals by the Alternative Reference Rates Committee of the Federal Reserve Board and the Federal Reserve 

Bank of New York. These reforms may cause such benchmarks to perform differently than they performed in the 

past or to be discontinued entirely and may have other consequences that cannot be predicted. Any such 

consequences could adversely affect the value of and return on certain Series of Floating Rate Notes that refer, or 

are linked, to a “benchmark” to calculate interest or other payments due on such Series of Floating Rate Notes. 

Any of the international, national or other proposals for reform or the general increased regulatory scrutiny 

of “benchmarks” could increase the costs and risks of administering or otherwise participating in the setting of a 

“benchmark” and complying with any such regulations or requirements. Such factors may have the effect of 

discouraging market participants from continuing to administer or contribute to certain “benchmarks,” trigger 

changes in the rules or methodologies used in certain “benchmarks” or lead to the discontinuance or unavailability 

of quotes of certain “benchmarks.” 

To the extent interest payments on a Series of Floating Rate Notes are linked to a specific “benchmark” that 

is discontinued or is no longer quoted, the applicable base rate will be determined using the alternative methods 
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described in “Description of the Notes – Base Rates.” Any of these alternative methods may result in interest 

payments that are lower than or that do not otherwise correlate over time with the payments that would have been 

made on such Series of Floating Rate Notes if the relevant “benchmark” was available in its current form. Further, 

the same costs and risks that may lead to the discontinuation or unavailability of a “benchmark” may make one or 

more of the alternative methods impossible or impracticable to determine. Any of the foregoing may have an 

adverse effect on the value of and return on such Series of Floating Rate Notes. 

EACH PROSPECTIVE PURCHASER OF THE NOTES SHOULD CONSULT ITS OWN 

FINANCIAL, LEGAL AND TAX ADVISORS AS TO ANY SPECIFIC RISKS ENTAILED BY AN 

INVESTMENT BY SUCH PURCHASER IN NOTES THAT ARE DENOMINATED IN, OR THE 

PAYMENT OF WHICH IS RELATED TO THE VALUE OF, FOREIGN CURRENCY.  SUCH NOTES 

ARE NOT AN APPROPRIATE INVESTMENT FOR PURCHASERS WHO ARE UNSOPHISTICATED 

WITH RESPECT TO FOREIGN CURRENCY TRANSACTIONS. 

Payment of Additional Amounts Upon the Occurrence of Certain Tax Events 

The Trust and Jackson are not required to pay additional amounts to Noteholders to compensate for any 

withholding or deduction for taxes imposed by or on behalf of any governmental authority in the United States 

having the power to tax, unless such Noteholder meets certain requirements.  For example, a Noteholder that is a 

Non-U.S. Holder of a Note (as defined in the section “Taxation”) and actually or constructively owns ten percent or 

more of the total combined voting power of all classes of stock of Jackson entitled to vote would not be entitled to 

the payment of additional amounts as a result of the imposition of any U.S. withholding tax.  There is also no 

requirement to pay additional amounts for the imposition of withholding taxes due under the FATCA provisions in 

sections 1471 through 1474 of the Internal Revenue Code of 1986, as amended (the “Code”), including if a Non-

U.S. Holder fails to meet certain reporting and other requirements under such FATCA provisions or applicable 

intergovernmental agreement and implementing legislation.  See “Description of the Notes—Payment of Additional 

Amounts”.  

Risk Factors Relating to Pledged Estate 

Status of Pledged Estate Upon Insolvency of Jackson 

The Funding Agreements are unsecured obligations of Jackson and, in the event of Jackson’s insolvency, 

will be subject to Michigan Insurance Code Section 500.8142, which establishes the statutory liquidation priority 

over claims of general creditors of the estate of an insolvent Michigan insurance company.  Under Michigan law, for 

purposes of determining the priority of distribution of claims from an insolvent Michigan domestic insurer’s estate, 

life insurance and annuity policies include, but are not limited to, individual annuities, group annuities, guaranteed 

investment contracts (“GICs”) and funding agreement contracts, and are accorded a class two priority in the event 

of the insolvency of a Michigan domestic insurer.  Michigan law would apply to insolvency or receivership 

proceedings of the Funding Agreement Provider should the Funding Agreement Provider ever become impaired or 

insolvent.  Thus, in the event of the insolvency of the Funding Agreement Provider, (i) funding agreements would be 

treated pari passu with life insurance policy and annuity claims, and therefore ahead of any unsecured debt 

obligations of the Funding Agreement Provider and (ii) payments of Additional Amounts would rank pari passu 

with the claims of general creditors of Jackson.  The credit quality of a funding agreement is therefore reflected in 

the Funding Agreement Provider’s insurance financial strength ratings. 

Risk Factors Relating to Jackson, as Provider of the Funding Agreements 

The ability of each Series Trust to make timely payments under the Notes of the relevant series will depend 

entirely on its receipt of corresponding payments under the Funding Agreements.  Furthermore, the marketability, 

liquidity and value of the Notes may be substantially impaired to the extent Jackson is less able to meet, or is 

perceived as being less able to meet, its obligations under the Funding Agreements. 

Conditions in the Global Capital Markets and the Economy Generally May Materially and Adversely Affect 

Jackson’s Business and Results of Operations 
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Jackson’s results of operations are materially affected by conditions in the global capital markets and the 

economy generally, both in the United States and elsewhere around the world.  Since 2008, Jackson has operated 

against a challenging background of periods of significant volatility in global capital and equity markets, interest 

rates (which in some jurisdictions have become negative) and liquidity, and widespread economic uncertainty.  In 

the event of extreme prolonged market events and economic downturns, such as the recent global financial crisis, 

Jackson could incur significant losses.  Even in the absence of a market downturn, Jackson is exposed to substantial 

risk of loss due to market volatility.   

Factors such as consumer spending, business investment, government spending, oil prices, the volatility 

and strength of the capital markets, investor and consumer confidence and inflation levels all affect the business and 

economic environment and, ultimately, the amount and profitability of Jackson’s business.  In an economic 

downturn characterized by higher unemployment, lower family income, lower corporate earnings, lower business 

investment, negative investor sentiment and lower consumer spending, the demand for Jackson’s financial and 

insurance products could be adversely affected.  In addition, Jackson may experience an elevated incidence of 

claims and lapses or surrenders of policies.  Jackson’s policyholders may choose to defer paying insurance 

premiums or stop paying insurance premiums altogether.  In addition, reductions in employment levels of Jackson’s 

existing employer customers may result in a reduction in interest in its annuity products.  In addition, reductions in 

employment levels may result in a decline in employee deposits into retirement plans.  Adverse changes in the 

economy could affect net income negatively and could have a material adverse effect on Jackson’s business, results 

of operations and financial condition. 

Further, the geopolitical environment has produced varying levels of volatility in recent years as seen by 

political developments in the United Kingdom, the United States and the Eurozone. Uncertainty in these regions, 

combined with conflict in the Middle East and elevated tensions in east Asia and the Korean peninsula underline 

that geopolitical risks are truly global and their potential impacts are wide-ranging; for example through increased 

regulatory and operational risks. The geopolitical and economic environments are increasingly closely linked, and 

changes in the political arena may have direct or indirect impacts on Jackson.   

The vote by the United Kingdom to Leave the European Union May Adversely Affect Jackson 

 

The United Kingdom held a referendum on June 23, 2016 on its membership in the European Union 

(“EU”), which resulted in a majority of U.K. voters voting to exit the EU (“Brexit”).   On March 29, 2017, the 

United Kingdom initiated the withdrawal process by sending a formal notice of the country’s intention to withdraw 

from the EU. In  December 2017, agreement was reached between the United Kingdom and the EU to progress 

negotiations onto transitional arrangements and the future trading relationship. The outcome of negotiations remain 

uncertain. Jackson will face risks associated with the potential uncertainty and consequences that may follow Brexit, 

including with respect to volatility in exchange rates and interest rates.  Brexit could adversely affect European or 

worldwide political, regulatory, economic or market conditions and could contribute to instability in global political 

institutions, regulatory agencies and financial markets.  Brexit could also lead to legal uncertainty and politically 

divergent national laws and regulations as a new relationship between the United Kingdom and EU is defined and 

the United Kingdom determines which EU laws to replace or replicate. Any of these effects of Brexit, and others 

Jackson cannot anticipate, could adversely affect Jackson’s business, results of operations and financial condition. 

The proposed demerger of M&G Prudential carries with it execution risk and will require significant 

management attention 

On March 14, 2018 Prudential plc announced the proposed demerger of its United Kingdom and Europe 

business, M&G Prudential, resulting in two separately listed companies. M&G Prudential is expected to remain a 

savings and investment provider, headquartered and premium-listed in London. Prudential plc intends to remain 

focused on growing its business in Asia, the United States and Africa, headquartered and premium-listed in London. 

The proposed demerger of M&G Prudential (Prudential’s U.K. business), is subject to a number of factors 

(including prevailing market conditions, transfer of the Hong Kong business from The Prudential Assurance 

Company Limited to Prudential Corporation Asia Limited and approvals from regulators and shareholders). There 

can be no certainty as to the timing of the demerger, or that it will be completed as proposed (or at all). Further, if 

the proposed demerger is completed, there can be no assurance that either Prudential plc or M&G Prudential will 

realize the anticipated benefits of the transaction, or that the proposed demerger will not adversely affect the trading 
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value or liquidity of the shares of either or both of the two businesses. In addition, preparing for and implementing 

the proposed demerger is expected to require significant time from management, which may divert management’s 

attention from other aspects of Prudential’s business, including Jackson.   

Adverse Capital and Credit Market Conditions May Significantly Affect Jackson’s Ability to Meet Liquidity 

Needs, Access to Capital and Cost of Capital 

Jackson needs liquidity to pay its operating expenses, interest on its debt and dividends to its parent and 

replace certain maturing liabilities.  Without sufficient liquidity, Jackson will be forced to curtail its operations, and 

its business will suffer.  The principal sources of Jackson’s liquidity are premium deposits, annuity considerations, 

investment income and cash provided from maturing or sold investments.   

In the event market or other conditions have an adverse impact on Jackson’s capital and liquidity beyond 

expectations and its current resources do not satisfy its needs, Jackson may have to seek additional financing.  The 

availability of additional financing will depend on a variety of factors such as market conditions, regulatory 

considerations, the general availability of credit, the volume of trading activities, the overall availability of credit to 

the financial services industry, Jackson’s credit ratings and credit capacity, as well as the possibility that customers 

or lenders could develop a negative perception of Jackson’s long- or short-term financial prospects if it incurs large 

investment losses or if the level of its business activity decreases due to a market downturn.  Similarly, Jackson’s 

access to funds may be impaired if regulatory authorities or rating agencies take negative actions against Jackson.  

Its internal sources of liquidity may prove to be insufficient and, in such case, Jackson may not be able to 

successfully obtain additional financing on favorable terms, or at all.   

Disruptions, uncertainty or volatility in the capital and credit markets may also limit Jackson’s access to 

capital required to operate its business.  Such market conditions may limit its ability to replace, in a timely manner, 

maturing liabilities; satisfy statutory capital requirements; generate fee income and market-related revenue to meet 

liquidity needs; and access the capital necessary to grow its business.  As such, Jackson may be forced to delay 

raising capital, issue shorter term securities than it prefers or bear an unattractive cost of capital which could 

decrease profitability and significantly reduce financial flexibility.  Jackson’s financial condition, results of 

operations, cash flows and statutory capital position could be materially adversely affected by disruptions in the 

financial markets. 

Jackson is Exposed to Significant Financial and Capital Risks, Including Changing Interest Rates, Credit 

Spreads and Equity Prices, Which May Have an Adverse Effect on Sales of Its Products, Profitability, and 

Investment Portfolio 

Future changes in interest rates, credit spreads and equity and bond indices may result in fluctuations in the 

income derived from Jackson’s investments.  These and other factors due to the current economic uncertainty could 

have a material adverse effect on its financial condition, results of operations or cash flows. 

Interest Rate and Credit Spread Risk 

Jackson’s interest rate risk is related to market price and changes in cash flow.  Substantial and sustained 

increases or decreases in market interest rates can materially and adversely affect the profitability of its products and 

ability to earn predictable returns. 

If interest rates rise dramatically within a short period of time, Jackson’s business may be exposed to 

disintermediation risk.  Disintermediation risk is the risk that its policyholders may surrender all or part of their 

contracts in a rising interest rate environment, which may require Jackson to sell assets in an unrealized loss 

position.  Alternatively, Jackson may increase crediting rates to retain business and reduce the level of assets that 

may need to be sold at a loss.  However, such action would reduce its investment spread and net income. 

Due to the long-term nature of Jackson’s annuity liabilities, sustained declines in long-term interest rates 

may result in increased redemptions of its fixed maturity securities that are subject to call redemption prior to 

maturity by the issuer and expose Jackson to reinvestment risk.  If Jackson is unable to reinvest the proceeds from 
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such redemptions into investments with credit quality and yield characteristics of the redeemed securities, its net 

income and overall financial performance may be adversely affected.  Jackson has a certain ability to mitigate this 

risk by lowering crediting rates on its products but Jackson may be forced to maintain crediting rates for competitive 

reasons or because minimum interest rate guarantees exist in certain contracts.   

Fixed annuities provide that, at Jackson’s discretion, it may reset the interest rate credited to policyholders’ 

accounts, subject to a guaranteed minimum, but they present the risk that policyholders will exercise their option to 

surrender their contracts in periods of rapidly rising interest rates, possibly requiring Jackson to liquidate assets at an 

inopportune time. 

Jackson’s exposure to credit spreads is related to market price and changes in cash flows related to changes 

in credit spreads.  If credit spreads widen significantly, it may be indicative of a potential for higher levels of other-

than-temporary impairments.  If credit spreads tighten significantly it could result in reduced net investment income 

associated with new purchases of fixed maturity securities. 

Credit Risk 

Jackson is subject to the risk that the issuers of its fixed maturity securities and other debt securities and 

borrowers on its commercial mortgages will default on principal and interest payments or be unable or unwilling to 

pay Jackson in a timely fashion, if at all, due to bankruptcy, insolvency, lack of liquidity, adverse economic 

conditions, operational failure, fraud or other reasons, particularly if a major downturn in economic activity occurs.  

Defaults by such issuers and/or borrowers in the payment or performance of their obligations could reduce Jackson’s 

investment income and realized investment gains or result in realized investment losses.  Further, the value of any 

particular fixed maturity security is subject to impairment based on the creditworthiness of a given issuer.  Issuers of 

the fixed maturities that Jackson owns may experience threats and performance deterioration that trigger rating 

agency downgrades.  Although the issuers may not have defaulted on principal and interest payments with respect to 

these securities, Jackson may be required by regulators and rating agencies to hold more capital in support of these 

investments.  As a result, Jackson could experience higher cost of capital and potential constraints on its ability to 

grow its business and maintain its own ratings. 

The mortgage loans in Jackson’s investment portfolio, which are collateralized by commercial properties, 

are subject to default risk.  The carrying value of its commercial mortgage loans is stated at the aggregate unpaid 

principal balance of such loans, net of unamortized discounts and premiums, impairments and an allowance for loan 

losses.  On a periodic basis, Jackson assesses the commercial mortgage loan portfolio for the need for an allowance 

for loan losses.  In determining its allowance for losses, Jackson evaluates each loan to determine if it is probable 

that amounts due according to the contractual terms of the loan agreement will not be collected.  The allowance 

includes loan specific reserves for loans that are determined to be non-performing as a result of its loan review 

process.  The loan specific portion of the loss allowance is based on Jackson’s assessment as to ultimate 

collectability of loan principal and interest or other value potentially expected in lieu of loan principal and interest.  

This review contemplates a variety of factors which may include, but are not limited to, current economic 

conditions, the physical condition of the property, the financial condition of the borrower, and the near and long-

term prospects for change in these conditions.  Changes in the allowance for loan losses are recorded in surplus.  

Separately, Jackson also reviews individual loans in the portfolio for impairment based on an assessment of the 

factors identified above.  Impairment charges recognized are recorded initially against the established loan loss 

allowance and, if necessary, any additional amounts are recorded as realized losses.  As deemed necessary based on 

cash flow expectations and other factors, Jackson may place loans on non-accrual status.  In this case, all cash 

received is applied against the carrying value of the loan.  An increase in the default rate of its mortgage loan 

investments, caused by current or worsening economic conditions or otherwise, could have a material adverse effect 

on its business, financial condition and results of operations.   

Jackson uses freestanding derivative instruments, including OTC-type transactions, for general hedging 

purposes.  A derivative is a financial contract, the value of which depends on, or is derived from, the value of an 

underlying asset, such as a security, a commodity (such as gold or silver), a currency or an index (a measure of value 

or rates, such as the S&P 500® or the prime lending rate).  Derivatives are subject to counterparty risk, which is the 

risk that the other party in the transaction will not fulfill its contractual obligations.  In order to mitigate this risk, 

Jackson monitors the credit worthiness of its counterparties and manages collateral on at least a daily basis.  If its 
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counterparties for these instruments, however, fail or refuse to honor their obligations under the derivative 

instruments, its revenues may not be sufficient to fund the annual index credits on its fixed index annuities (“FIA”) 

or the value of contract investments may be less than the value of benefits guaranteed on certain of its variable 

annuities.  Any such failure or refusal could harm its financial strength and reduce profitability.  Derivative 

contracts, including, without limitation, swaps, currency forwards, and non-deliverable forwards, are subject to 

regulation under the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank Act”) in the 

United States and under comparable regimes in Europe, Asia and other non-U.S. jurisdictions.  Under the Dodd-

Frank Act, certain swaps and other derivatives are subject to central clearing and trading requirements (for 

designated contracts). Additionally, all swaps and certain forwards are subject to trade reporting, recordkeeping and 

certain other regulatory requirements, including know-your-customer and registration requirements for market 

participants classified as swap dealers, major swap participants, security-based swap dealers and major security-

based swap participants.  Centralized clearing of certain OTC derivatives exposes us to the risk of a default by a 

clearing member or clearinghouse with respect to our cleared derivatives transactions.  Regulations under Dodd-

Frank are now in effect that require Jackson to exchange variation margin (comprised of specified liquid instruments 

and subject to required haircuts) with its counterparties when entering into uncleared derivatives.  Requirements for 

the exchange of initial margin in connection with uncleared derivatives are being phased-in and may ultimately 

require Jackson to also post initial margin when entering into uncleared derivatives.  Implementation of these and 

other regulations under the Dodd-Frank Act has generally increased the costs to Jackson of trading in these 

instruments and may affect returns to Jackson.  In addition, under Dodd-Frank the SEC and Commodity Futures 

Trading Commission are required to determine whether and how “stable value contracts” should be treated as swaps 

under the applicable regulations and whether various other products offered by Jackson and its affiliates should be 

treated as swaps.  If regulated as swaps, Jackson cannot predict how the rules would be applied to such products or 

the effect on their profitability or attractiveness to our clients.  Also, Federal banking regulators have recently 

adopted new rules that will apply to certain qualified financial contracts, including many derivatives contracts, 

securities lending agreements and repurchase agreements, with certain banking institutions and certain of their 

affiliates. These new rules, which will begin to go into effect in 2019, will generally require the banking institutions 

and their applicable affiliates to include contractual provisions in their qualified financial contracts that limit or 

delay certain rights of their counterparties including counterparties’ default rights (such as the right to terminate the 

contracts or foreclose on collateral) and restrictions on assignments and transfers of credit enhancements (such as 

guarantees) arising in connection with the banking institution or an applicable affiliate becoming subject to a 

bankruptcy, insolvency, resolution or similar proceeding. To the extent that any of the derivatives, securities lending 

agreements or repurchase agreements that we enter into are subject to these new rules, it could limit our recovery in 

the event of a default and increase our counterparty risk. 

Liquidity Risk 

Jackson maintains certain levels of cash and cash equivalents to meet short term liquidity needs.  It relies 

on the ability to sell assets in order to meet longer term liquidity needs.  In periods of market stress, it may have 

difficulty selling certain assets.  In particular, Jackson could have difficulty selling its commercial mortgage loans 

because they are less liquid than publicly traded securities.  If Jackson requires significant amounts of cash on short 

notice, it may have difficulty selling these loans at attractive prices, in a timely manner, or both.   

Jackson is a member of the Federal Home Loan Bank of Indianapolis (“FHLBI”).  Membership allows 

Jackson access to advances from the FHLBI with short-term and long-term funding facilities that are collateralized 

by mortgage-related assets in its investment portfolio.  However, the FHLBI borrowings are subject to the FHLBI’s 

discretion and to the availability of qualifying assets.  Changes in these laws and regulations, or in interpretations 

thereof in the United States, can be made for the benefit of the consumer, or for other reasons, at the expense of the 

insurer and thus could have an adverse effect on Jackson’s financial condition and results of operations.  The FHLBI 

program serves as a low cost alternative funding source for Jackson’s businesses.  If Jackson is unable to access this 

source of funding in the future, as a result of changes to federal regulations or impairment of Jackson’s collateralized 

assets held by the FHLBI to support any advances, it may not be able to successfully obtain additional financing on 

favorable terms, or at all. 

Equity Risk 
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Jackson faces equity risk from the asset portfolio, the hedging program and the products sold.  Certain of its 

variable annuity contracts may provide for guaranteed minimum death benefits (“GMDB”), guaranteed minimum 

income benefits (“GMIB”), guaranteed minimum withdrawal benefits (“GMWB”) or guaranteed minimum 

accumulation benefits (“GMAB”).  Jackson charges a fee for these benefits.  Its key risk is that the value of contract 

investments will be less than the value guaranteed under the GMDB, GMIB, GMWB or GMAB.  Statutory reserves 

are required to be established for these benefits.  Jackson no longer offers GMIB or GMAB. 

Jackson hedges the equity risk associated with its GMIBs, GMDBs, GMWBs and GMABs using certain 

derivative instruments, including equity options and futures.  In addition, it considers certain inherent overlaps in 

portfolio risk among its equity related products in determining the level of external hedging necessary.  However, 

Jackson remains liable for the guaranteed benefits in the event that derivative counterparties are unable or unwilling 

to pay, and is also subject to the risk that the cost of hedging these guaranteed benefits may increase, resulting in a 

reduction to net income.  The risks that the value of guaranteed benefits will exceed the value of underlying 

contracts or that counterparties to derivative agreements designed to hedge against such risk default on payment 

obligations may, individually or collectively, have a material adverse effect on net income, financial condition or 

liquidity.  Jackson hedges the financial risk on an economic basis and, thus, accepts variability in its accounting 

results in the short term in order to achieve the appropriate economic result.   

A significant portion of Jackson’s institutional funding originates from one Federal Home Loan Bank, 

which subjects us to liquidity risks associated with sourcing a large concentration of Jackson’s funding from one 

counterparty. 

A significant portion of Jackson’s institutional funding agreements originate from FHLBI, which primarily 

serves as a source of funding for Jackson’s Institutional Products Department.  As of December 31, 2017, Jackson 

had issued $1.9 billion of non-putable funding agreements in exchange for eligible collateral mostly in the form of 

commercial mortgage backed securities and commercial mortgage loans.  Should the FHLBI choose to change their 

definition of eligible collateral, or if the market value of the pledged collateral decreases in value due to changes in 

interest rates or credit ratings, Jackson may be required to post additional amounts of collateral in the form of cash 

or other eligible collateral.  Additionally, Jackson may be required to find other sources to replace this funding if 

Jackson’s loses access to FHLBI funding.  This could occur if Jackson’s creditworthiness falls below the FHLBI’s 

requirements or if legislative or other political actions cause changes to the FHLBI’s mandate or to the eligibility of 

life insurance companies to be members of the FHLBI system. 

Jackson’s participation in a securities lending program and a repurchase program subjects us to potential 

liquidity and other risks.   

Jackson participates in a securities lending program whereby securities are loaned to third-party borrowers, 

primarily major brokerage firms and commercial banks.  Jackson generally obtains cash collateral in an amount 

equal to 102% of the estimated fair value of the loaned securities, which is typically invested in high quality mutual 

fund investments.  A return of loaned securities by a borrower requires us to liquidate the investments held as 

collateral and return the cash collateral associated with such loaned securities. 

 

Jackson also participates in a repurchase program for Jackson’s general account whereby Jackson sells 

fixed income securities to third-party repurchase counterparties, primarily major brokerage firms and commercial 

banks, with a concurrent agreement to repurchase those same securities at a determined future date.  At all times 

during the term of the repurchase agreements, collateral is maintained at a level that is sufficient to allow the 

counterparty to fund substantially all of the cost of purchasing replacement assets.  Jackson’s repurchase agreements 

are generally short term and the cash proceeds received under the repurchase program are typically used for 

operating purposes and cannot be returned prior to the scheduled repurchase date; however, market conditions on the 

repurchase date may limit Jackson’s ability to enter into new agreements.  The repurchase of securities or Jackson’s 

inability to enter into new repurchase agreements would require us to return the cash collateral proceeds associated 

with such transactions on the repurchase or maturity date.   

 

For securities lending transactions, in some cases, the redemption of the securities held as invested 

collateral (i.e., securities that Jackson has purchased with cash collateral received) may have an estimated fair value 

below the amount of cash received as collateral and invested.  For repurchase agreements, if Jackson is required to 
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return significant amounts of cash collateral and is forced to sell securities to meet the return obligation, Jackson 

may have difficulty selling securities in a timely manner, be forced to sell securities in a volatile or illiquid market 

for less than it otherwise would have been able to realize under normal market conditions, or both.  In addition, 

under adverse capital market and economic conditions, liquidity may broadly deteriorate, which would further 

restrict Jackson’s ability to sell securities.  If Jackson decreases the amount of Jackson’s securities lending activities 

over time, the amount of net investment income generated by these activities will also likely decline. 

 

A Downgrade or a Potential Downgrade in Jackson’s Financial Strength or Credit Ratings Could Result in 

a Loss of Business and Adversely Affect Its Financial Condition and Results of Operations 

 

Financial strength ratings, which various rating agencies publish as measures of an insurance company’s 

ability to meet policyholder obligations, are important to maintaining public confidence in Jackson’s products, the 

ability to market its products and its competitive position.  Credit ratings, which rating agencies publish as measures 

of an entity’s ability to repay its indebtedness, are important to Jackson’s ability to raise capital through the issuance 

of debt and to the cost of such financing. 

A ratings downgrade could occur for a variety of reasons, including reasons specifically related to Jackson, 

generally related to its industry or the broader financial services industry or as a result of changes by the rating 

agencies in their methodologies or rating criteria.  A negative outlook on Jackson’s ratings or a downgrade in any of 

its financial strength or credit ratings, the announcement of a potential downgrade, or customer concerns about the 

possibility of a downgrade, could have a material adverse effect on its business, financial condition and results of 

operations.  These direct or indirect effects could include: 

 adversely affecting Jackson’s ability to sell certain of its products; 

 adversely affecting its relationships with its sales force and independent sales intermediaries; 

 adversely affecting the return on the insurance and annuity products it issues and, ultimately, the 

results of its operations; 

 materially increasing the number or amount of policy surrenders and withdrawals by 

policyholders; 

 adversely affecting its ability to obtain new reinsurance or obtain it on reasonable pricing terms; 

 adversely affecting its ability to raise capital; 

 adversely affecting liquidity through increased collateral requirements and potential loss of FHLBI 

membership; 

 allowing derivative counterparties to terminate trades with Jackson; 

 adversely affecting its ability to compete for attractive acquisition opportunities; and 

 increasing its cost of borrowing. 

In addition, although Jackson’s ratings are not ratings of the Notes offered hereby, a downgrade of 

Jackson’s ratings would most likely result in a corresponding downgrade of ratings of any outstanding Series of 

Notes.  In addition, any downgrade or potential downgrade in the ratings assigned to the Notes or to Jackson’s 

ratings in general could adversely impact the trading prices of, and the liquidity of any market for, the Notes. 

Jackson’s ratings were revised by ratings agencies following Prudential plc’s announcement on March 14, 

2018 to demerge the United Kingdom and Europe business, M&G Prudential, resulting in two separately listed 

companies. M&G Prudential is expected to remain a savings and investment provider, headquartered and premium-

listed in London. Prudential plc intends to remain focused on growing its business in Asia, the United States and 
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Africa, headquartered and premium-listed in London. As part of the transaction, M&G Prudential sold its £12.0 

billion shareholder annuity portfolio to Rothesay Life. Also, Prudential plc intends to transfer legal ownership of its 

Hong Kong insurance subsidiaries from The Prudential Assurance Company Limited (M&G Prudential’s U.K. 

regulated insurance entity) to Prudential Corporation Asia Limited. Transfer of the annuity portfolio and of the Hong 

Kong insurance subsidiaries is expected to be complete by year-end 2019. Elements of the demerger are subject to a 

number of factors including regulatory and court approval, completion of the annuity sale, prevailing market 

conditions, and transfer of the Hong Kong business.   

 

There can be no assurance that the demerger will be achieved as the finality is subject to factors outside of 

Jackson and Prudential plc’s control. 

The Difficulties Faced by Other Financial Institutions Could Adversely Affect Jackson 

Jackson has exposure to many different industries and counterparties, and routinely executes transactions 

with counterparties in the financial services industry, including brokers and dealers, commercial banks, investment 

banks and other institutions.  Many of these transactions expose Jackson to credit risk in the event of default of its 

counterparty or client.  In addition, with respect to credit transactions in which Jackson acquires a security interest in 

collateral owned by the borrower, its credit risk may be exacerbated when the collateral it holds cannot be realized 

upon or is liquidated at prices not sufficient to recover the full amount of the loan or derivative exposure due to it.  

Jackson also has exposure to financial institutions in the form of unsecured debt instruments, derivative transactions, 

reinsurance and underwriting arrangements, and equity investments.  There can be no assurance that any such losses 

or impairments to the carrying value of these assets would not materially and adversely impact its business and 

results of operations. 

Additionally, Jackson is required by law to be a member of the guaranty fund association in every state 

where it is licensed to do business.  These guaranty funds are financed by assessing solvent insurance companies 

based on location, volume and types of business.  In the event of insolvency of one or more unaffiliated insurance 

companies, Jackson could be adversely affected by the requirement to pay assessments to the guaranty fund 

associations.  Jackson estimates its reserve for future state guaranty fund assessments based on data received from 

the National Organization of Life and Health Insurance Guaranty Associations.  However, as a result of the 

weakened financial condition of numerous insurers, including insurers currently in receiverships, Jackson cannot 

predict the amount and timing of any future assessments, nor can there be any assurance that its reserves will be 

sufficient. 

The Determination of the Amount of Allowances and Impairments Taken on Jackson’s Investments is 

Highly Subjective and Could Materially Impact Its Financial Condition or Results of Operations 

The determination of the amount of allowances and impairments varies by investment type and is based 

upon Jackson’s periodic evaluation and assessment of known and inherent risks associated with the respective asset 

class.  Such evaluations and assessments are revised as conditions change and new information becomes available.  

Management updates its evaluations regularly and reflects changes in allowances and impairments in operations as 

such evaluations are revised.  There can be no assurance that management has accurately assessed the level of 

impairments taken and allowances reflected in Jackson’s financial statements.  Furthermore, additional impairments 

may need to be taken or allowances provided for in the future.  Historical trends may not be indicative of future 

impairments or allowances. 

Jackson May Face Unanticipated Losses if There are Significant Deviations From Its Assumptions 

Regarding the Probabilities that Its Annuity Contracts will Remain in Force from One Period to the Next or if 

Morbidity or Mortality Rates Differ Significantly From Its Pricing Expectations 

Jackson’s future profitability is based in part upon expected patterns of premiums, expenses and benefits 

using a number of assumptions, including those related to the probability that a policy or contract will remain in 

force from one period to the next, or persistency, as well as mortality and morbidity.  Since no insurer can precisely 

determine persistency, mortality or morbidity, actual results could differ significantly from assumptions.  The effect 

of persistency on profitability varies for different products.  For certain products, actual persistency that is lower 

than assumptions could have an adverse impact on future profitability.  In addition, Jackson may also be forced to 
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sell investments at a loss to fund withdrawals.  For some life insurance and variable annuity products, actual 

persistency in later policy durations that is higher than assumed persistency could also have a negative impact on 

profitability.  If these policies remain in force longer than assumed, Jackson could be required to make greater 

benefit payments than it had anticipated when it priced these products. 

In addition, Jackson sets prices and initial crediting rates for its life insurance and annuity products based 

upon expected claims and payment patterns, using assumptions for, among other factors, the mortality rates and 

morbidity rates of its policyholders.  The long-term profitability of these products depends upon how actual 

experience compares with pricing assumptions.  For example, if morbidity rates are higher, or mortality rates are 

lower than pricing assumptions, Jackson could be required to make greater payments under certain life insurance 

and annuity contracts than it had projected. 

Because Jackson’s assumptions are inherently uncertain, reserves for future policy benefits and claims may 

prove to be inadequate if actual experience is different from its assumptions.  Although certain of its products permit 

Jackson to increase premiums or reduce benefits during the life of the policy or contract, these changes may not be 

sufficient to maintain profitability.  Moreover, many of its products either do not permit Jackson to increase 

premiums or reduce benefits or may limit those changes during the life of the policy or contract.  Therefore, 

significant deviations in experience from assumptions regarding persistency and mortality and morbidity rates could 

have an adverse effect on its financial condition, results of operations and cash flows. 

If Jackson’s Reserves for Future Policy Benefits and Claims are Inadequate, Jackson Would be Required to 

Increase Its Reserve Liabilities 

Jackson calculates and maintains reserves for estimated future benefit payments to its policyholders in 

accordance with SAP.  Jackson releases these reserves as those future obligations are extinguished.  The reserves 

Jackson establishes necessarily reflect estimates and actuarial assumptions with regard to its future experience.  

These estimates and actuarial assumptions involve the exercise of significant judgment.  Jackson’s future financial 

results depend upon the extent to which its actual future experience is consistent with the assumptions it has used in 

pricing its products and determining its reserves.  Many factors can affect future experience, including economic, 

political and social conditions, inflation, healthcare costs and changes in doctrines of legal liability and damage 

awards in litigation.  Therefore, Jackson cannot predict the ultimate amounts it will pay for actual future benefits or 

the timing of those payments. 

Jackson regularly monitors its reserves.  If Jackson concludes its reserves are insufficient to cover actual or 

expected policy and contract benefits and claims payments, Jackson would be required to increase its reserves and 

incur income statement charges in the period in which it is determined, which could adversely affect its financial 

condition and results of operations. 

Jackson May Not be Able to Mitigate the Reserve Strain Associated with Regulation XXX and Guideline 

AXXX, Potentially Resulting in a Negative Impact on its Capital Position 

The model regulation of the National Association of Insurance Commissioners (“NAIC”) entitled 

“Valuation of Life Insurance Policies,” commonly known as “Regulation XXX,” and supporting Guideline entitled 

“The Application of the Valuation of Life Insurance Policies,” commonly known as “Guideline AXXX,” require 

insurers to establish statutory reserves for certain term life insurance policies with long-term premium guarantees 

and for certain universal life policies with secondary guarantees that are consistent with the statutory reserves 

required for other individual life insurance policies with similar guarantees.   

During 2014, the NAIC approved a new regulatory framework applicable to the use of captive insurers in 

connection with Regulation XXX and Guideline AXXX transactions.  Among other things, the framework calls for 

more disclosure of an insurer’s use of captives in its statutory financial statements, and narrows the types of assets 

permitted to back statutory reserves that are required to support the insurer’s future obligations.  The NAIC 

implemented the framework through an actuarial guideline (“AG 48”), which requires the actuary of the ceding 

insurer that opines on the insurer’s reserves to issue a qualified opinion if the framework is not followed.  The 

requirements of AG 48 became effective as of January 1, 2015 in all states, without any further action necessary by 
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state legislatures or insurance regulators to implement it, and apply prospectively to new policies issued and new 

reinsurance transactions entered into on or after January 1, 2015.   

In December 2016, the NAIC adopted an update to AG 48 (“Updated AG 48”) and a model regulation that 

contains the same substantive requirements as the Updated AG 48.  The states have started to adopt the model 

regulation.  As a result of these regulatory changes, the implementation of new captive structures by Jackson in the 

future may be less capital efficient, lead to lower returns, increase prices for Jackson’s products, or reduce sales for 

some of Jackson’s products. 

As of year-end 2016, Jackson completed a captive statutory reserve financing transaction covering 

substantially all of Jackson’s existing Regulation XXX term life insurance business in conformity with Updated AG 

48.  As a result of such transaction, Jackson was able to release approximately $300 million in Regulation XXX 

reserves.  While Jackson no longer writes term life insurance business subject to Regulation XXX at this time, 

Jackson may write or acquire Regulation XXX business in the future.  In this connection, Jackson may not be 

successful in implementing reinsurance, capital management or captive structures to mitigate any excessive levels of 

reserves, as a result of market conditions or otherwise, if the negative impact on its capital position was to reach a 

level where Jackson desired to take such actions. 

Jackson May be Required to (i) Recognize Impairment in the Value of Its Goodwill or VOBA, or (ii) 

Establish a Valuation Allowance Against Deferred Income Tax Assets, Any of Which Could Adversely Affect Its 

Financial Condition and Results of Operations 

The present value of future profits embedded in acquired insurance, annuity and investment-type contracts 

are capitalized as valuation of business acquired (“VOBA”) and are amortized over the expected effective lives of 

the acquired contracts in accordance with Michigan insurance laws.  Under NAIC guidance, these are capitalized, 

subject to certain limitations, as goodwill. 

Management, on an annual basis, reviews the VOBA and goodwill balance for impairments.  Based on 

results of the annual review, the VOBA and goodwill balance may be reduced with an offsetting charge to 

amortization.  Any reductions in VOBA and goodwill could have an adverse effect on the results of Jackson’s 

financial condition and results of operations.   

Deferred income taxes arise from the recognition of temporary differences between the basis of assets and 

liabilities for financial reporting purposes and the basis determined for income tax purposes.  Such temporary 

differences are principally related to the effects of provisions for future policy benefits and expenses.  Deferred tax 

assets are assessed periodically by management to determine if they are realizable.  Factors in management’s 

determination include the performance of the business including the geographic and legal entity source of its 

income, the ability to generate capital gains from a variety of sources, and tax planning strategies.  If based on 

available information, it is more likely than not that the deferred income tax asset will not be realized, then a 

valuation allowance must be established with a corresponding charge to net income.  Such charges could have a 

material adverse effect on Jackson’s financial condition or results of operations. 

Changes in Accounting Requirements Could Negatively Impact Jackson’s Reported Financial Condition 

and Its Reported Results of Operations 

Accounting standards are continuously evolving and subject to change.  Jackson’s financial statements are 

prepared in accordance with SAP as defined by the NAIC, as modified by Michigan laws and regulations.  From 

time to time, Jackson is required to adopt new or revised accounting standards or guidance that are incorporated into 

NAIC SAP.  These changes are difficult to predict, and it is possible that such changes could have a material effect 

on its financial condition and results of operations.  These and other changes in accounting standards may impose 

special demands on issuers in areas such as corporate governance, internal controls and disclosure.  Changes in 

accounting standards, or their interpretation, may negatively affect Jackson’s reported financial condition and its 

reported results of operations. 
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Jackson’s Computer Systems May Fail or Their Security May be Compromised, Which Could Damage Its 

Business and Adversely Affect Its Financial Condition and Results of Operations 

Jackson’s business is highly dependent upon the effective operation of its computer systems.  Jackson relies 

on these systems throughout its business for a variety of functions, including processing claims and applications, 

providing information to customers and distributors, performing actuarial analyses and maintaining financial 

records.  Despite the implementation of security and back-up measures, its computer systems may be vulnerable to 

physical or electronic intrusions, computer viruses or other attacks, programming errors and similar disruptive 

problems.  The failure of these systems for any reason could cause significant interruptions to its operations, which 

could result in a material adverse effect on its business, financial condition or results of operations. 

Further, the emergence of advanced technologies such as artificial intelligence and block chain is providing 

an impetus for companies to rethink their existing operating models and how they interact with customers. The risk 

of new technology may impact the industry and Jackson’s competitiveness within it. Internally, Jackson must 

consider risks associated in meeting digital change challenges and opportunities.  

Jackson’s Failure to Protect its Clients’ Confidential Information and Privacy, or the Perception that its 

Technology Infrastructure is not Secure, Could Adversely Affect Its Business 

In the course of Jackson’s business, it collects and maintains personal data from its customers, including 

personally identifiable non-public financial information, which subjects Jackson to regulation under federal and state 

privacy laws.  For example, certain of the activities conducted by its businesses are subject to the privacy regulations 

of the Gramm-Leach-Bliley Act.  These laws require that Jackson institutes certain policies and procedures in its 

business to safeguard this information from improper use or disclosure.  Jackson also has contractual obligations to 

protect certain confidential information it obtains from its existing vendors and clients.  These obligations generally 

include protecting such confidential information in the same manner and to the same extent as it protects its own 

confidential information.  The actions taken to protect such confidential information may include, among other 

things: 

 creation and inclusion of privacy policies in employee handbooks; 

 communication of the policies to existing and new employees; 

 designation of certain officers to oversee the implementation and adherence to the policies; 

 establishment of a privacy and security program; 

 training and education of its employees regarding its obligations relating to confidential 

information; and  

 limitation on access to electronic information. 

If Federal or State Regulators Establish Further Regulations for Addressing Customer Privacy, Jackson 

May Need to Amend Its Policies and Adapt Its Internal Procedures 

Jackson relies on sophisticated commercial technologies to maintain the security of the confidential 

information retained in its computer systems.  Anyone who is able to circumvent its security measures and 

penetrates its computer systems could access, view, misappropriate, alter, or delete any information in the systems, 

including personally identifiable customer information and proprietary business information.  In addition, an 

increasing number of states and foreign countries require that customers be notified if a security breach results in the 

disclosure of personally identifiable customer information.  Any compromise of the security of Jackson’s computer 

systems that results in inappropriate disclosure of personally identifiable customer information could damage its 

reputation in the marketplace, deter people from purchasing its products, subject Jackson to significant civil and 

criminal liability and require Jackson to incur significant technical, legal and other expenses. 
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In addition, Jackson’s operations require the secure transmission of confidential information over public 

networks.  Security breaches in connection with the delivery of its products and services, including products and 

services utilizing the Internet, as well as intrusions resulting from the efforts of “hackers” seeking the sensitive data 

it possesses, and the trend toward broad consumer and general public notification of such incidents, could 

significantly harm its business, financial condition or results of operations.  Even if Jackson successfully protects its 

technology infrastructure and the confidentiality of sensitive data, Jackson could suffer harm to its business and 

reputation if attempted security breaches are publicized.  Jackson cannot be certain that advances in criminal 

capabilities, discovery of new vulnerabilities, attempts to exploit vulnerabilities in its systems, data thefts, physical 

system or network break-ins or inappropriate access, or other developments will not compromise or breach the 

technology or other security measures protecting the networks used in connection with its products and services. 

On March 1, 2017, the New York State Department of Financial Services’ (“NYSDFS”) cybersecurity 

regulation for financial services institutions, including banking and insurance entities under its jurisdiction, became 

effective. Among other things, this regulation requires these entities to establish and maintain a cybersecurity 

program designed to protect consumers’ private data.  In addition, on October 24, 2017, the NAIC adopted the 

Insurance Data Security Model Law (the “Cybersecurity Model Law”), which establishes standards for data 

security and for the investigation of and notification of insurance commissioners of cybersecurity events involving 

unauthorized access to, or the misuse of, certain nonpublic information. Its implementation will be based on 

adoption by state legislatures.  Importantly, the Cybersecurity Model Law states that a licensee’s compliance with 

New York’s cybersecurity regulation will constitute compliance with the Cybersecurity Model Law.  Certain federal 

legislation relating to cybersecurity is also pending in the United States Congress.  Jackson cannot predict at this 

time whether and how these developments will impact Jackson. Jackson National Life Insurance Company of New 

York (“Jackson NY”) has taken steps to comply with this regulation.  

Attempts by third parties to access or disrupt Jackson’s IT systems could result in loss of trust from 

Jackson’s customers, reputational damage and financial loss 

Jackson and its subsidiaries and affiliates are increasingly exposed to the risk that third parties may attempt 

to disrupt the availability, confidentiality and integrity of their IT systems, which could result in disruption to key 

operations, making it difficult to recover critical services, damage assets and comprise the integrity and security of 

data (both corporate and customer). This could result in loss of trust from Jackson’s customers, reputational damage 

and direct or indirect financial loss. The cyber-security threat continues to evolve globally in sophistication and 

potential significance. Jackson’s increasing market profile, growing customer interest in interacting with their 

insurance providers and asset managers through the internet and social media could also increase the likelihood of 

Jackson being considered a target by cyber criminals. There have been recent changes to the threat landscape and the 

risk from untargeted but sophisticated and automated attacks has increased. Developments in data protection may 

also increase the financial and reputational implications for Jackson following a significant breach of its IT systems. 

To date, Jackson has not identified a failure or breach which has had a material impact in relation to its legacy and 

other IT systems and processes. However, Jackson has been, and likely will continue to be subject to potential 

damage from computer viruses, attempts at unauthorized access and cybersecurity attacks such as ‘denial of service’ 

attacks, phishing and disruptive software campaigns.  

Jackson’s Enterprise Risk Management Policies and Procedures May Leave Jackson Exposed to 

Unidentified or Unanticipated Risk, Which Could Negatively Affect Its Businesses or Result in Losses 

Jackson has devoted significant resources to developing its enterprise risk management policies and 

procedures and will continue to do so.  Jackson enters into financial derivative transactions, including, but not 

limited to, swaps, spread cap options, put-swaptions, futures and options to reduce and manage the risks associated 

with its operations.  These transactions manage the risk of a change in the value, yield, price, cash flows, credit 

quality or degree of exposure with respect to assets, liabilities or future cash flows which Jackson has acquired or 

incurred.  Jackson manages the potential credit exposure for derivative contracts through careful evaluation of the 

counterparty credit standing, collateral agreements, and master netting agreements.  Nonetheless, if its counterparties 

fail or refuse to honor their obligations under the derivative instruments, its hedges of the related risk will be 

ineffective.  This failure could have an adverse effect on its financial condition and results of operations.  Moreover, 

management of operational, legal and regulatory risks requires effective policies and procedures to record, verify 

and report on a large number of transactions and events, and Jackson’s policies and procedures may not be fully 
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effective in identifying, monitoring or mitigating its risk exposure in all market environments or against all types of 

risk.  Many of Jackson’s methods for managing these risks and exposures are based upon historical statistical 

models and observed market behavior.  As such, its methods may not be able to predict all future exposures.  These 

could be significantly greater than what historical measures have indicated.  This could cause Jackson to incur 

investment losses or cause its hedging and other risk management strategies to be ineffective.  In addition, Jackson’s 

distribution network consists of a large number of third party agents and requires the implementation and oversight 

of policies and procedures to ensure that Jackson is not unduly subjected to reputational, financial or other risks 

attributable to such third party agents.  Other risk management methods depend upon the evaluation of information 

regarding markets, clients, catastrophe occurrence or other matters publicly available or otherwise accessible to 

Jackson, which may not always be accurate, complete, up-to-date or properly evaluated. 

Jackson Faces Risks Arising From Acquisitions 

Jackson has made acquisitions in the past and may pursue further acquisitions in the future.  It faces a 

number of risks arising from acquisition transactions, including difficulties in assimilating and retaining employees 

and intermediaries, difficulties in retaining the existing customers of the acquired entities, unforeseen liabilities that 

arise in connection with the acquired businesses, unfavorable market conditions that could negatively impact its 

growth expectations for the acquired businesses, as well as difficulties in integrating and realizing the projected 

results of acquisitions and managing the litigation and regulatory matters to which acquired entities are party.  These 

risks may prevent Jackson from realizing the expected benefits from acquisitions and could result in the impairment 

of goodwill and/or intangible assets recognized at the time of acquisition.  In addition, Jackson’s strategy of 

complimenting its organic growth by exploring opportunities for acquisitions that meet or exceed its targeted rate of 

return, primarily in the area of life insurance, could be materially and adversely affected by the increasingly 

competitive nature of the merger and acquisition market and the increased participation of non-traditional buyers in 

the insurance company merger and acquisition market.  Jackson may consider utilizing securitization financing for 

some bolt-on acquisitions. 

Catastrophes May Adversely Impact Liabilities for Policyholder Claims and the Availability of 

Reinsurance 

Jackson is exposed to the risk of catastrophic mortality, such as from a pandemic, an act of terrorism, a 

natural disaster or other event that causes a large number of deaths or injuries.  Significant influenza pandemics have 

occurred three times in the last century, but the likelihood, timing or severity of a future pandemic cannot be 

predicted.  Additionally, the impact of climate change could cause changes in weather patterns, resulting in more 

severe and more frequent natural disasters such as forest fires, hurricanes, tornados, floods and storm surges.  In 

Jackson’s group insurance operations, a localized event that affects the workplace of one or more of its group 

insurance customers could cause a significant loss due to mortality or morbidity claims.  These events could cause a 

material adverse effect on its results of operations in any period and, depending on their severity, could also 

materially and adversely affect its financial condition. 

The extent of losses from a catastrophe is a function of both the total amount of insured exposure in the 

area affected by the event and the severity of the event.  Pandemics, natural disasters and man-made catastrophes, 

including terrorism, may produce significant damage in larger areas, especially those that are heavily populated.  

Claims resulting from natural or man-made catastrophic events could cause substantial volatility in its financial 

results for any fiscal quarter or year and could materially reduce its profitability or harm its financial condition.  

Also, catastrophic events could harm the financial condition of Jackson’s reinsurers and thereby increase the 

probability of default on reinsurance recoveries.  Accordingly, Jackson’s ability to write new business could also be 

affected. 

Consistent with industry practice and accounting standards, Jackson establishes liabilities for claims arising 

from a catastrophe only after assessing the probable losses arising from the event.  It cannot be certain that the 

liabilities established or applicable reinsurance will be adequate to cover actual claim liabilities, and a catastrophic 

event or multiple catastrophic events could have a material adverse effect on its business, financial condition and 

results of operations. 
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Competitive Activity May Adversely Affect Jackson’s Market Share and Financial Results, Which Could 

have a Material Adverse Effect on Its Business, Financial Condition and Results of Operations 

The insurance industry is highly competitive.  Jackson’s competitors include other insurers and, because 

many of its products include an investment component, securities firms, investment advisers, mutual funds, banks 

and other financial institutions.  In recent years, there has been substantial consolidation and convergence among 

companies in the insurance and financial services industries resulting in increased competition from large, well-

capitalized insurance and financial services firms that market products and services similar to Jackson.  These 

competitors compete with Jackson for producers such as brokers and independent agents, as well as employees.  

Jackson is dependent on its network of independent financial advisors for a significant portion of the sales of its 

annuities and insurance products.  The market for these financial advisors, as well as qualified legal and compliance 

professionals, fund managers, and investment analysts, is extremely competitive.  If Jackson is unable to attract and 

retain qualified individuals or its recruiting and retention costs increase significantly, Jackson’s financial condition 

and results of operations could be materially adversely impacted.  Moreover, Jackson’s success depends upon the 

continued service of its key senior management team, including executive officers and senior managers.  The loss of 

one or more of its key senior management team, and the failure to recruit suitable replacement or replacements, 

could have a material adverse effect on its business.   

Some of Jackson’s competitors may have the ability to spread their operating costs over a larger inforce 

block and an ability to absorb greater risk while maintaining their financial strength ratings, thereby allowing them 

to price their products more competitively.  Additionally, Jackson is faced with competition from other products, 

including non-insurance products such as mutual funds, certificates of deposit and newly developed investment 

products.  These highly competitive pressures could result in increased pricing pressures on a number of its products 

and services and may harm its ability to maintain or increase its profitability.  An insolvency of, or the appointment 

of a receiver to rehabilitate or liquidate, a significant competitor could also negatively impact Jackson’s businesses if 

such appointment were to impact consumer confidence in industry products and services. 

Jackson believes competition will intensify across all regions in response to consumer demand, 

technological advances, the impact of consolidation, regulatory actions and other factors.  Jackson’s ability to 

generate appropriate return depends significantly upon its capacity to anticipate and respond appropriately to these 

competitive pressures.   

Risks Related to Industry  

Jackson’s Insurance Businesses is Heavily Regulated and Changes in Regulation May Reduce Its 

Profitability and Limit Its Growth 

Insurance companies are subject to extensive laws and regulations.  These laws and regulations are 

complex and subject to change.  The results of the 2016 U.S. presidential and congressional elections may increase 

the chance of federal legislative and regulatory changes that could have an unknown impact on the laws and 

regulations applicable to Jackson.  Moreover, these laws and regulations are administered and enforced by a number 

of different governmental authorities, including state insurance regulators, state securities administrators, the United 

States Securities and Exchange Commission (the “SEC”), the Financial Industry Regulatory Authority, Inc. 

(“FINRA”), the United States Department of Justice, and state attorneys general, each of which exercises a degree 

of interpretive latitude.  In some cases, these laws and regulations are designed to protect or benefit the interests of a 

specific constituency rather than a range of constituencies.  For example, state insurance laws and regulations are 

generally intended to protect or benefit purchasers or users of insurance products.  In many respects, these laws and 

regulations limit Jackson’s ability to grow and improve the profitability of its business. 

State insurance laws regulate most aspects of Jackson’s insurance businesses.  Jackson is regulated by the 

insurance departments of the states in which it is domiciled and licensed.  Insurance regulatory authorities in the 

United States have broad administrative powers with respect to, among other things:   

 licensing companies and agents to transact business; 
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 calculating the value of assets to determine compliance with statutory requirements; 

 mandating certain insurance benefits; 

 regulating certain premium rates; 

 reviewing and approving policy forms; 

 regulating unfair trade and claims practices, including through the imposition of restrictions on 

marketing and sales practices, distribution arrangements and payment of inducements; 

 establishing and revising statutory capital and reserve requirements and solvency standards; 

 fixing maximum interest rates on insurance policy loans and minimum rates for guaranteed 

crediting rates on life insurance policies and annuity contracts; 

 approving future rate increases; 

 approving changes in control of insurance companies; 

 restricting the payment of dividends and other transactions between affiliates; and 

 regulating the types, amounts and valuation of investments. 

State insurance regulators and the NAIC regularly re-examine existing laws and regulations applicable to 

insurance companies and their products.  Changes in these laws and regulations, or in interpretations thereof in the 

United States, can be made for the benefit of the consumer, or for other reasons, at the expense of the insurer, and 

thus could have an adverse effect on Jackson’s financial condition and results of operations.  For example, the NAIC 

adopted reforms relating to the calculation of life insurance reserves for new business known as principle-based 

reserving, which became effective on January 1, 2017 in the states where it has been adopted, such as Michigan, to 

be followed by a three-year phase-in period.  The NYSDFS has publicly stated its intention to implement this 

approach, subject to a working group of the NYSDFS establishing the necessary reserves safeguards and the 

adoption of enabling legislation by the New York legislature, which is currently pending.  We cannot predict how 

principle-based reserving will impact our reserves or compliance costs, if any. 

In 2015, the NAIC commenced an initiative to study variable annuity solvency regulations, with the goal of 

curtailing the use of variable annuity captives.  In connection with this initiative, the NAIC engaged a third-party 

consultant to conduct two quantitative impact studies over a two-year period.  In December 2017, the NAIC exposed 

for public comment proposed recommendations and revisions to the current Actuarial Guideline No. 43 (“AG 43”) 

and RBC (“C-3 Phase II”) framework applicable to variable annuities reserve and capital requirements. Proposed 

changes include: (i) aligning economically-focused hedge assets with liability valuations; (ii) reforming standard 

scenarios for AG 43 and C3 Phase II; (iii) revising asset admissibility for derivatives and deferred tax assets; and 

(iv) standardizing capital market assumptions and aligning total asset requirements and reserves. The NAIC is 

considering the recommendations which, if adopted, would likely apply to all existing business and may materially 

change the sensitivity of reserve and capital requirements to capital markets including interest rate, equity markets 

and volatility as well as prescribed assumptions for policyholder behavior.  It is not possible at this time to predict 

whether the amount of reserves or capital required to support Jackson’s variable annuity contracts would increase or 

decrease if the NAIC adopts any new model laws, regulations and/or other standards applicable to variable annuity 

business after considering such recommendations, nor is it possible to predict the materiality of any such increase or 

decrease.  It is also not possible to predict the extent to which any such model laws, regulations and/or other 

standards would affect the effectiveness and design of Jackson’s risk mitigation and hedging programs.  

Furthermore, no assurances can be given to whether any such model laws, regulations and/or other standards will be 

adopted or to the timing of any such adoption.   
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In addition, the NAIC has been considering the development of a methodology for the calculation of capital 

for all the entities in an insurance holding company group.   The goal is to provide U.S. regulators with a method to 

aggregate the available capital and the minimum capital of each entity in a group in a way that applies to all groups 

regardless of their structure.  The NAIC has stated that the calculation will be a regulatory tool and does not 

constitute a requirement or standard.  Nonetheless, the new group capital calculation methodology may incorporate 

existing risk-based capital concepts.   It is not possible to predict what impact any such regulatory tool may have on 

our business.   

Although the federal government does not directly regulate the insurance business, federal legislation and 

administrative policies in several areas, including pension regulation, age and sex discrimination, financial services 

regulation, securities regulation and federal taxation, can significantly affect the insurance business.  In addition, 

legislation has been introduced from time to time in the United States Congress that could result in the federal 

government assuming some role in the regulation of the insurance industry.   

Title VII of the Dodd-Frank Act, which was enacted in response to the financial crisis that began in 2008, 

as well as similar laws passed in jurisdictions outside the United States, such as the European Market Infrastructure 

Regulation (the “EMIR”) in Europe, have significantly impacted the regulation of over-the-counter (“OTC”) 

derivatives.  In the United States regulation of swaps and other derivatives was divided between the Commodity 

Futures Trading Commission (the “CFTC”) and the SEC, with the vast majority of the market being regulated by 

the CFTC.  Since enactment of the law in 2010, the CFTC has adopted a number of significant regulations that have 

changed the way in which swaps are traded in the United States. In addition to imposing registration requirements 

on swap dealers and large market participants, known as major swap participants, the CFTC regulations have 

subjected a significant portion of the interest rate swap market and some of the CDS index market to mandatory 

exchange or swap execution facility trading and central clearing requirements. Additionally, the CFTC regulations 

have also imposed new regulatory requirements on swap transactions, including trade reporting and recordkeeping 

requirements, as well as know-your-customer and other sales practices requirements, such as requirements regarding 

documentation that apply to swap transactions entered into with swap dealers and major swap participants.  In late 

2015, five U.S. bank regulators adopted margin rules for uncleared swaps and security-based swaps that apply to 

registered entities regulated by such regulators.  The CFTC adopted similar rules for uncleared swaps that apply to 

CFTC registered entities that are not regulated by the bank regulators.  The variation margin requirements of these 

rules have gone into effect and now require Jackson to exchange variation margin (comprised of specified liquid 

instruments and subject to required haircuts) when entering into uncleared swaps and security-based swaps with 

these regulated counterparties.  The provisions of these rules requiring the exchange of initial margin in connection 

with uncleared swaps and security-based swaps are being phased-in and may also ultimately require Jackson to post 

initial margin when entering into uncleared swaps and security-based swaps with these regulated counterparties.  

The list of assets that are permitted to be posted as margin under the rules is narrower than that used by Jackson in 

the past and, as a result, the new requirements may result in a reduction of Jackson’s portfolio returns.  

Implementation of these and other regulations under the Dodd-Frank Act has generally increased the costs to 

Jackson of trading in these instruments and may affect returns to Jackson.  In addition, Federal banking regulators 

have recently adopted new rules that will apply to certain qualified financial contracts, including many derivatives 

contracts, securities lending agreements and repurchase agreements, with certain banking institutions and certain of 

their affiliates. These new rules, which will begin to go into effect in 2019, will generally require the banking 

institutions and their applicable affiliates to include contractual provisions in their qualified financial contracts that 

limit or delay certain rights of their counterparties including counterparties’ default rights (such as the right to 

terminate the contracts or foreclose on collateral) and restrictions on assignments and transfers of credit 

enhancements (such as guarantees) arising in connection with the banking institution or an applicable affiliate 

becoming subject to a bankruptcy, insolvency, resolution or similar proceeding. To the extent that any of the 

derivatives, securities lending agreements or repurchase agreements that we enter into are subject to these new rules, 

it could limit our recovery in the event of a default and increase our counterparty risk. 

The SEC has not yet adopted a substantial number of the enforcing regulations applicable to security-based 

swaps.  Statements by the SEC suggest that regulations will be forthcoming in the near future. 

Many of the requirements of the Dodd-Frank Act, EMIR and similar regulations globally make it more 

costly for Jackson to use derivatives and hedge investment exposures.  It is possible that these regulations may 

impede the ability of Jackson to utilize derivatives. 
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Another factor that has driven up the cost for trading in both over-the-counter and exchange traded 

derivatives is the increased capital charges imposed on financial intermediaries, such as futures commission 

merchants and banks.  Basel II, which is a set of comprehensive reform measures aimed at strengthening risk 

management of the banking sector, is impacting trading costs and, as the requirements continue to be rolled out by 

2019, costs may continue to rise which, in turn, may affect the ability of Jackson to implement its desired hedging 

strategies. 

The Dodd-Frank Act also created a Financial Stability Oversight Council.  The Financial Stability 

Oversight Council has the ability to designate by a 2/3 vote certain insurance companies and insurance holding 

companies that pose a grave threat to the financial stability of the United States, in which case such companies 

would become subject to prudential regulation by the Board of Governors of the United States Federal Reserve (the 

“Federal Reserve Board”), including heightened capital, leverage and liquidity standards, risk management 

requirements, concentration limits, maintenance of resolution plans and stress tests, and potential discretionary 

requirements relating to contingent capital, enhanced public disclosure and short-term debt limits.  The Federal 

Reserve Board may limit such company’s ability to enter into merger transactions, restrict its ability to offer 

financial products, require it to terminate one or more activities, or impose conditions on the manner in which it 

conducts activities.  The Dodd-Frank Act also established a Federal Insurance Office under the United States 

Treasury Department to monitor all aspects of the insurance industry and of lines of business other than certain 

health insurance, certain long-term care insurance and crop insurance.  The director of the Federal Insurance Office 

has the ability to recommend that an insurance company or an insurance holding company be subject to heightened 

prudential standards.  The Dodd-Frank Act also provides for the pre-emption of state laws in certain instances 

involving the regulation of reinsurance and other limited insurance matters.  The Dodd-Frank Act requires extensive 

rule-making and other future regulatory action, which in some cases will take a period of years to implement. 

The Trump administration and the majority party have expressed goals to dismantle or roll back the Dodd-

Frank Act and President Trump has issued an executive order that calls for a comprehensive review of the Dodd-

Frank Act in light of certain enumerated core principles of financial system regulation.  In late April 2017, President 

Trump issued another executive order that suspended the designation of non-banks as systemically important 

financial institutions for 180 days.  In 2017 and 2018 bills were introduced in the House and the Senate which 

propose to amend, repeal or replace various sections of the Dodd-Frank Act.  The Trump administration has also 

released a memorandum that generally delayed all pending regulations from publication in the Federal Register 

pending their review and approval by a department or agency head appointed or designated by President Trump.  

We are not able to predict whether any proposal to roll back the Dodd-Frank Act will be adopted, or, if adopted, the 

impact, if any, such proposal could have on Jackson’s business.  Compliance with applicable laws and regulations is 

time consuming and personnel-intensive, and changes in these laws and regulations may materially increase 

Jackson’s direct and indirect compliance efforts and other expenses of doing business. 

The regulatory framework at the state and federal level applicable to Jackson’s products is evolving.  The 

changing regulatory framework could affect the design of such products and its ability to sell certain products.  Any 

changes in these laws and regulations could materially and adversely affect Jackson’s business, financial condition 

or results of operations.  In addition, there is risk that any particular regulator’s or enforcement authority’s 

interpretation of a legal issue may change over time to Jackson’s detriment, or that changes in the overall legal 

environment may, even absent any particular regulator’s or enforcement authority’s interpretation of a legal issue 

changing, cause Jackson to change its views regarding the actions it needs to take from a legal risk management 

perspective, thus necessitating changes to its practices that may, in some cases, limit its ability to grow and improve 

the profitability of its business.  Moreover, Jackson cannot predict how President Trump’s February 2017 executive 

order outlining his administration’s core principles for regulation of the financial system will impact Jackson. 

On April 6, 2016, the United States Department of Labor (the “DOL”) issued final rules, rule amendments, 

and related exemptions affecting the manner in which financial advisers provide investment advice and products to 

retirement plans and accounts.  As issued, the regulations would precipitate changes to Jackson’s sales practices and 

compensation paid to financial professionals who distribute Jackson’s products, and the types of services or products 

Jackson makes available in the retirement solutions area.  Such changes could affect the sales levels or profitability 

of certain Jackson products, thereby materially and adversely affecting Jackson’s business, financial condition, or 

results of operations.  On March 15, 2018, the United States Court of Appeals for the Fifth Circuit vacated the Rules 

(and related prohibited transaction exemptions), holding that the Rules were unreasonable, that the DOL lacked 
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statutory authority to promulgate them, and that the DOL overreached its authority by doing so.  It is expected that 

the Fifth Circuit will issue its mandate in May 2018, at which time the Rules (and related prohibited transaction 

exemptions) will be considered vacated. 

 

On November 24, 2017 the NAIC issued an exposure draft of an expanded Suitability in Annuity 

Transactions Model Regulation, intended to result in the adoption of a “best interest” standard on a nationwide basis. 

The proposed amendments are expected to be modified following the decision by the Fifth Circuit. In addition, on 

December 27, 2017 the NYSDFS proposed revisions to Insurance Regulation 187, which not only incorporate the 

“best interest” standard, but also would expand the scope of the regulations to include sales of life insurance 

policies, as well as annuities to consumers. The proposed revisions were open for public comment until late 

February and on April 27, 2018, the NYSDFS published an updated draft of the regulation for a 30-day comment 

period. 

 

On April 18, 2018, the SEC proposed rules, interpretations and guidance (the “Proposed Rules”) designed 

to enhance and clarify the standards of care applicable to broker-dealers and to investment advisers when dealing 

with retail clients.  The Proposed Rules provide for standardized and additional disclosure as well as new or clarified 

standards of care for broker-dealers and investment advisers.  The Proposed Rules were published in the Federal 

Register on May 9, 2018 and the 90-day comment periods on each of the three proposals have commenced. We 

cannot predict what other proposals may be made, what legislation or regulations may be introduced or enacted, or 

what impact any such legislation or regulations may have on our business, financial condition, or results of 

operations. 

  

Legal and Regulatory Investigations and Actions are Increasingly Common in Several of Jackson’s 

Business Segments and May Result in Financial Losses and Harm Its Reputation 

Jackson faces a significant risk of litigation and regulatory investigations and actions in the ordinary course 

of operating its business, including the risk of class action lawsuits, arbitration claims, regulatory, governmental 

subpoenas, investigations and actions and other claims.  Jackson’s pending legal and regulatory actions include 

proceedings specific to Jackson and others generally applicable to business practices in the industries in which 

Jackson operates.  Jackson’s insurance operations, may become subject to class actions and regulatory actions and 

are or may become subject to individual lawsuits relating, among other things, to sales or underwriting practices, 

payment of contingent or other sales commissions, claims payments and procedures, product design, disclosure, 

administration, additional premium charges for premiums paid on a periodic basis, interest crediting practices, denial 

or delay of benefits and breaches of fiduciary or other duties to customers.  Plaintiffs in class action and other 

lawsuits against Jackson may seek very large or indeterminate amounts, including punitive and treble damages, 

which may remain unknown for substantial periods of time.   

For example, the insurance industry has been the focus of increased scrutiny and lawsuits related to cost of 

insurance charges.  These lawsuits allege that insurers have improperly included factors when calculating cost of 

insurance charges factors not authorized by the contract and that insurers have improperly failed to reduce cost of 

insurance charges to reflect improved mortality experience.  In addition, FINRA and state regulators increasingly 

have scrutinized annuity sales to and the alleged unsuitability of these sales to seniors.  

Jackson is also subject to various regulatory inquiries, such as information requests, subpoenas, market 

conduct exams and books and record examinations, from state and federal regulators and other authorities, which 

may result in fines, recommendations for corrective action or other regulatory actions.  Federal and state regulators 

have focused on, and continue to devote substantial attention to, the mutual fund, variable annuity and insurance 

product industries, including the broker-dealer system.  As a result of publicity relating to widespread perceptions of 

industry abuses, there have been numerous regulatory inquiries and proposals for legislative and regulatory reforms. 

Current or future investigations and proceedings could have an adverse effect on Jackson’s business.  A 

substantial legal liability or a significant regulatory action against Jackson could have an adverse effect on its 

business.  Moreover, even if Jackson ultimately prevails in the litigation, regulatory action or investigation, it could 

suffer significant reputational harm, which could have an adverse effect on its business.  Increased regulatory 

scrutiny and any resulting investigations or proceedings could result in new legal actions or precedents and industry-

wide regulations or practices that could adversely affect its business.  Although Jackson believes that it has 



 

33 

adequately provided in all material respects for the costs of litigation and regulatory matters, no assurance can be 

provided that such provisions are sufficient. 

Changes in U.S. Federal Income Taxation Laws or the Interpretation of Income Tax Laws, Including Any 

Reduction in Individual Income Tax Rates, May Affect Sales of Jackson’s Products and Profitability 

The annuity products that Jackson markets generally provide the policyholder with certain federal income 

tax advantages.  For example, federal income taxation on any increases in non-qualified annuity contract values (i.e. 

the “inside build-up”) is deferred until it is received by the policyholder.  With other savings investments, such as 

certificates of deposit and taxable bonds, the increase in value is generally taxed each year as it is realized.  

Additionally, life insurance death benefits are generally exempt from income tax. 

From time to time, various tax law changes have been proposed that could have an adverse effect on 

Jackson’s business, including the elimination of all or a portion of the income tax advantages described above for 

annuities and life insurance.  If legislation were enacted to eliminate the tax deferral for annuities, such a change 

would have an adverse effect on Jackson’s ability to sell non-qualified annuities.  Non-qualified annuities are 

annuities that are not sold to a qualified retirement plan.   

More recently, U.S. tax reform legislation enacted in December 2017 (the “Tax Cuts and Jobs Act”) 

significantly modifies the Code, including tax rules applicable to corporations (including life insurance companies) 

and foreign business activity.  The Tax Cuts and Jobs Act is generally effective for tax years beginning after 

December 31, 2017, and includes a reduction of the corporate federal income tax rate to 21 percent from a maximum 

of 35 percent.  The Tax Cuts and Jobs Act also expands the income base to which this lower rate applies by reducing 

or eliminating deductions or other tax benefits that determine the income base.  These changes and other future 

changes to federal, state or other tax laws could affect the amount and timing of U.S. federal income taxes of 

Jackson. 

The NAIC is considering changes to revise the methodology or factors used to calculate RBC, which is the 

denominator of the RBC ratio, as a result of the reduction in the federal corporate income tax rate pursuant to the 

Tax Cuts and Jobs Act. The NAIC would like to enact such changes by year-end 2018. If such potential revisions to 

the NAIC’s RBC calculation would result in a reduction in the RBC ratio for one or more of our insurance 

subsidiaries below certain prescribed levels, we may be required to hold additional capital in such subsidiary or 

subsidiaries.  Any reduction in the RBC ratios of our insurance subsidiaries could adversely affect their financial 

strength ratings. 

Distributions from non-qualified annuity policies are considered “investment income” for purposes of the 

Medicare tax on investment income contained in the Health Care and Education Reconciliation Act of 2010.  As a 

result, in certain circumstances a 3.8% tax (“Net Investment Income Tax”) may be applied to some or all of the 

taxable portion of distributions from non-qualified annuities to individuals whose income exceeds certain threshold 

amounts.  This tax may have an adverse effect on Jackson’s ability to sell non-qualified annuities to individuals 

whose income exceeds these threshold amounts and could accelerate withdrawals due to additional tax.   

Prudential plc 

Prudential plc indirectly owns all of the outstanding capital stock of Jackson and therefore it may elect the 

directors of Jackson and exercise control over the business and affairs of Jackson, including its payment of 

shareholder dividends.  Jackson is currently a party to an investment management agreement with PPM America, 

which is indirectly owned by Prudential plc, and a tax allocation agreement with Brooke Life Insurance Company 

(“Brooke Life”), which is another indirect subsidiary of Prudential plc.  Although management believes these 

agreements are no less favorable to Jackson than could be obtained from an unaffiliated third party, any agreements 

entered into in the future between Jackson and Prudential plc or its affiliates, or renewals or amendments to existing 

agreements, may or may not be on terms as favorable as those that could be obtained from unaffiliated third parties. 

Rating agencies have cited Prudential plc’s ownership of Jackson, the relative importance of Jackson to 

Prudential plc’s business and Prudential plc’s historical capital contributions to Jackson as among the many factors 
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supporting Jackson’s ratings.  As a result, a deterioration in the rating of Prudential plc, a change of ownership of 

Jackson or other changes in the nature of the relationship between Jackson and Prudential plc could adversely affect 

the ratings of Jackson. See “Risk Factors – Risk Factors Relating to Jackson, as Provider of the Funding Agreements 

– A Downgrade or a Potential Downgrade in Jackson’s Financial Strength or Credit Ratings Could Result in a Loss 

of Business and Adversely Affect Its Financial Condition and Results of Operations.” 

Furthermore, although currently Jackson is not directly subject to non-U.S. regulation, Jackson may be 

significantly affected by foreign regulatory actions, due to Jackson being an indirect wholly owned subsidiary of 

Prudential plc.  Jackson is unable to predict how any such regulations could affect the way Prudential plc conducts 

its business and manages capital, or to what extent any resulting changes in the way Prudential plc conducts its 

business or manages capital could affect Jackson’s business, Jackson’s relationship with Prudential plc or Jackson’s 

results of operations, financial condition and liquidity.  In addition to the Dodd-Frank Act discussed above, the 

sources of potential change in the regulations applied to Prudential plc and its subsidiaries are the work of the 

Financial Stability Board (the “FSB”) on Global Systemically Important Insurers (“GSIIs”), the Common 

Framework for the Supervision of Internationally Active Insurance Groups (“ComFrame”) being developed by the 

International Association of Insurance Supervisors (the “IAIS”) and the EU’s adoption and implementation of the 

Solvency II Directive. The United Kingdom’s decision to leave the EU has introduced uncertainty to the extent of 

future applicability of the Solvency II regime in the United Kingdom. In October 2017, the Treasury Committee 

published its report on the Solvency II Directive and the U.K. Insurance Industry, which highlighted the need for a 

strategy, post-U.K. exit, to foster innovation, competition and competitiveness for the benefit of U.K. consumers. In 

late 2016 the European Commission began a review of some aspects of the Solvency II legislation, with a particular 

focus on the Solvency Capital Requirement calculated using the standard formula, which is expected to run until 

2021.  

 

On November 21, 2016 the FSB reaffirmed Prudential plc’s designation as a GSII, a designation which 

continues since the FSB, in consultation with the IAIS and national authorities, decided not to publish a new list for 

2017.  GSIIs are subject are subject to additional regulatory requirements, including new capital requirements, 

enhanced supervision, effective resolution planning, development of a Systemic Risk Management Plan, a Recovery 

Plan and a Liquidity Risk Management Plan.  Prudential plc is monitoring the development and potential 

implications and impacts of its designation as a GSII.  In addition, the IAIS is also developing ComFrame which is 

focused on the supervision of Internationally Active Insurance Groups (“IAIGs”).  ComFrame will establish a set of 

common principles and standards designed to assist regulators in addressing risks that arise from insurance groups 

with operations in multiple jurisdictions.  As part of this, work is underway to develop a global Insurance Capital 

Standard (the “ICS”) that is intended to apply to IAIGs and replace the current minimum group capital requirements 

applied to GSIIs. In November 2017, the IAIS announced a plan to introduce the ICS in two phases – a 5-year 

monitoring phase followed by an implementation phase in 2025 as a group-wide prescribed capital standard. 

The Solvency II Directive, which was adopted on November 25, 2009 and came into effect throughout the 

EEA as of January 1, 2016, introduced a fundamental reform of the European insurance industry’s solvency 

framework and prudential regime.  In particular Solvency II implements reforms to minimum capital and solvency 

requirements, governance requirements, risk management and public reporting standards and imposes, among other 

things, group level supervision mechanisms in respect of any insurer or reinsurer that is a member of a group of 

companies containing two or more insurers or reinsurers at least one of which has its head office in the EEA. The 

United Kingdom’s decision to leave the EU has introduced uncertainty to the extent of future applicability of the 

Solvency II regime in the United Kingdom. 

Jackson cannot predict at this time if and how these sources of potential change in regulations applied to 

Prudential Plc and its subsidiaries will impact Jackson, nor can Jackson predict the impact of Brexit on these 

regulations, if any. 



 

35 

CURRENCIES 

Each Series of Notes may be denominated in any currency or currencies, subject to compliance with all 

applicable legal and/or regulatory and/or central bank requirements.  Payments in respect of Notes may be made in 

the currency in which the Notes are denominated and may also be made in any currency or currencies other than the 

currency in which such Notes are denominated.  All Tranches of Notes within the same Series will be denominated 

in and made in the same currency or currencies. 

In this Offering Memorandum, references to “U.S. Dollars,” “Dollars,” “$,” and “U.S.$” are to the 

currency of the United States, references to “Euro,” “Euros” and “€” are to the currency introduced at the start of 

the third stage of European economic and monetary union pursuant to the treaty establishing the European 

Community, as amended by the Treaty on European Union, references to “Swiss Francs,” “Sfr” and “CHF” are to 

the currency of Switzerland, references to “Japanese Yen,” “Yen” and “¥” are to the currency of Japan, references 

to “C$” are to the currency of Canada, and references to “Sterling” and “£” are to the currency of the United 

Kingdom on the date hereof. 

FORWARD-LOOKING STATEMENTS 

This Offering Memorandum does contain forward looking statements.  Those statements appear in a 

number of places including, but not limited to, under the headings “Business of Jackson” and “Management’s 

Discussion and Analysis of Financial Condition and Results of Operations.” Such statements include statements 

regarding the belief or current expectations of the management of Jackson concerning its future financial condition 

and results of operations, including its expected operating and non-operating relationships, ability to meet debt 

service obligations and financing plans, product sales, distribution channels, retention of business, investment yields 

and spreads, investment portfolio and ability to manage asset-liability cash flows.  Prospective investors are 

cautioned that any such forward looking statements are not guarantees of future performance and involve risks and 

uncertainties, and that actual results may differ materially from those in the forward looking statements as a result of 

various factors.  The accompanying information contained in this Offering Memorandum, including without 

limitation the information set forth under the heading “Risk Factors,” identifies important factors that could cause 

such differences. 

None of the Trust, any Series Trust or Jackson intends, or is under any obligation, to update any particular 

forward-looking statement included in this Offering Memorandum. 

USE OF PROCEEDS 

The net proceeds to the relevant Series Trust from each offering of the Notes of such Series Trust will be 

used immediately by the Trust to purchase one or more Funding Agreements identified in the applicable Final 

Terms. 
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JACKSON NATIONAL LIFE GLOBAL FUNDING 

Jackson National Life Global Funding is a statutory trust organized in series under Delaware law pursuant 

to the Master Trust Agreement and the filing of the Certificate of Trust.  The Trust was created to facilitate a 

program for the issuance, from time to time, of discrete series of Notes (which are considered to be asset-backed 

securities for the purposes of the Prospectus Directive) issued by particular Series Trusts and secured by Funding 

Agreements entered into between Jackson and such Series Trust.  The registered office of the Trust is Jackson 

National Life Global Funding c/o Wilmington Trust Company, Rodney Square North, 1100 North Market Street, 

Wilmington, Delaware 19890-0001, its telephone number is 302-636-6104 and the organizational identification 

number of the Trust is 3383546. The Trust’s LEI code is 635400PQXLYXWJI5QD78. The Trust’s U.S. Federal 

Employer ID number is 38-7132128.  

The Trust Series with respect to a designated series of the Trust will be the Series Trust for a particular 

Series of the Notes.  The Series Trust’s business and affairs will be conducted by the Administrative Trustee 

pursuant to the terms of a Series Trust Agreement (the “Series Trust Agreement”).  Under the Series Trust 

Agreement, Wilmington Trust Company has agreed to serve as Administrative Trustee of the Trust until such time 

as the Series Trust Agreement is terminated.  The Series Trust Agreement shall be terminated following the payment 

to each of the Noteholders of the relevant series of Notes and the beneficial interest owner of the relevant beneficial 

interest of all amounts required to be paid to them pursuant to such series of Notes, the relevant Series Indenture, the 

Master Trust Agreement, the relevant Series Trust Agreement and other program documents.  The Series Trust 

Agreement will incorporate the Master Trust Agreement (the “Trust Terms”).  In addition to issuing the Notes, 

subject to the provisions of the applicable Final Terms, each Series Trust will also issue a $100 beneficial interest 

certificate (the “Beneficial Interest Certificate”) to the Depositor.  Under the relevant Series Trust Agreement, 

each Series Trust will be authorized and directed to issue the relevant series of Notes and the relevant Beneficial 

Interest Certificate and to purchase the relevant Funding Agreement.  In addition, the relevant Series Trust 

Agreement will provide that each such Series Trust will exist for the exclusive purposes of (i) issuing and selling the 

Notes of the relevant series and the relevant Beneficial Interest Certificate, (ii) using the proceeds from the sale of 

the Notes to acquire a Funding Agreement (iii) paying amounts due on the Notes of the relevant series, (iv) entering 

into the relevant Series Indenture and (v) engaging in only those other activities necessary or incidental thereto.  

Accordingly, subject to the provisions of the applicable Final Terms, the relevant Funding Agreement and the $100 

consideration received upon the issuance of the Beneficial Interest Certificate will be the sole assets of each Series 

Trust, and payments under the Funding Agreement will be the sole source of income of the Series Trust. 

In no event will the Noteholders have any right to appoint, remove or replace the Administrative Trustee.  

The duties and obligations of the Administrative Trustee for a relevant Series Trust will be governed by the Series 

Trust Agreement relating to such Series Trust. 

Financial Statements.  Delaware law does not require that the Trust or any Series Trust prepare financial 

statements.  Accordingly, no financial statements have been made up as of the date of this Offering Memorandum 

with respect to the Trust or any Series Trust and it is not intended that any such financial statements will be 

prepared.  If and when prepared, copies of the financial statements of the Trust generally and with respect to any 

Series Trust will be made available free of charge from the Trust at its offices c/o Wilmington Trust Company, 

Rodney Square North, 1100 North Market Street, Wilmington, Delaware 19890-0001, such financial statements will 

also be available free of charge from the principal office of the Irish Paying Agent for prospective holders of Notes 

admitted to trading on the regulated market of Euronext Dublin and from the principal offices of the Paying 

Agent(s) for prospective holders of Notes not admitted to trading on the regulated market of Euronext Dublin, in 

each case as provided under “Available Information.” 
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CAPITALIZATION OF JACKSON NATIONAL LIFE GLOBAL FUNDING  

The following table sets forth the capitalization of the Trust as of the date indicated below under statutory 

accounting practices: 

 As at 

April 30, 2018 

(unaudited) 

Outstanding Debt Securities   

3.050% Notes due 2026 ......................................  600,000,000 

2.250% Notes due 2021 ......................................  500,000,000 

2.600% Notes due 2020 ......................................  350,000,000 

2.300% Notes due 2019 ......................................  500,000,000 

1.875% Notes due 2018 ......................................  500,000,000 

4.700% Notes due 2018 ......................................  150,000,000 

3.050% Notes due 2031 ......................................  145,985,401 

2.720% Notes due 2028 ......................................  120,481,928 

0.912% Notes due 2026 ......................................  55,300,000 

2.100% Notes due 2021 ......................................  350,000,000 

2.200% Notes due 2020 ......................................  400,000,000 

3.250% Notes due 2024 ......................................  500,000,000 

2.500% Notes due 2022 ......................................  350,000,000 

0.375% Notes due 2025 ......................................  283,856,317 

Floating Rate Notes due 2019 .............................  150,000,000 

Floating Rate Notes due 2022 .............................  400,000,000 

Floating Rate Notes due 2018 .............................  350,000,000 

Floating Rate Notes due 2020 .............................  550,000,000 

  

 Total Debt .............................................  6,255,623,646 

  

Equity  

Paid in capital ......................................................  1,800 

Retained Earnings ...............................................  0 

Accumulated other comprehensive income ........  0 

 Total equity ...........................................  1,800 

 Total capitalization ...............................         $6,255,625,446 

The Trust has confirmed that it has incurred no additional borrowings, and that there have been no changes 

in the financial or trading position of the Trust since April 30, 2018. 
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SELECTED STATUTORY FINANCIAL INFORMATION OF JACKSON 

The Notes are not obligations of, and are not guaranteed by, Jackson, its parent companies, or any of its or 

their respective subsidiaries or affiliates. In addition, the obligations under the Funding Agreements are solely 

obligations of Jackson and are not guaranteed by any of Jackson’s parent companies, or any of its or their respective 

subsidiaries or affiliates or any other person.  The selected financial information of Jackson set forth below has been 

compiled on an unconsolidated basis and determined in accordance with SAP. Jackson does not prepare 

consolidated statutory financial statements. 

The selected financial information set forth below, should be read in connection with, and is qualified in its 

entirety by reference to, the Statutory Financial Statements of Jackson as of and for each of the years ended 

December 31, 2017 and 2016, which are included elsewhere in this Offering Memorandum and have been audited 

by KPMG LLP, independent auditors.  The selected unaudited financial information includes unaudited financial 

information as of March 31, 2018 and for the three month periods ended March 31, 2018 and 2017. The audited 

Statutory Financial Statements included herein were prepared in conformity with accounting practices prescribed or 

permitted by the DIFS, which differ in certain significant respects from U.S. GAAP and from IFRS.  See “Summary 

of Principal Differences between Statutory Accounting Principles and U.S. GAAP” and “Summary of Principal 

Differences between Statutory Accounting Principles and IFRS”, included elsewhere in this Offering Memorandum.  

The audited Statutory Financial Statements included herein do not present fairly, in conformity with U.S. generally 

accepted accounting principles, the financial position, results of operations or cash flows of Jackson; however, the 

Statutory Financial Statements present fairly, in all material respects, the admitted assets, liabilities, capital and 

surplus of Jackson and the results of its operations and its cash flow in conformity with accounting practices 

prescribed or permitted by the DIFS.  The information presented below should be read in connection with and is 

qualified in its entirety by reference to the aforementioned Statutory Financial Statements of Jackson, including the 

notes thereto, and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and 

other information included elsewhere in this Offering Memorandum. 
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Jackson National Life Insurance Company 

Statutory Statements of Operations 

 (in thousands) 

 

 

 

2018 2017 2017 2016

Income:

Premium and annuity considerations 4,794,668$        4,848,961$        19,004,546$      18,631,372$    

Considerations for supplementary contracts with life contingencies 1,633                 2,467                 7,640                 8,595               

Net investment income 810,595             933,093             3,692,816          3,902,994        

Amortization of interest maintenance reserve 23,530               21,420               103,499             168,694           

Fee income from separate accounts 1,075,590          951,913             4,010,439          3,341,243        

Commissions and expense allowances on 

reinsurance ceded 7,567                 14,410               46,164               371,162           

Other income 135,435             50,133               346,441             280,739           

Total income 6,849,018          6,822,397          27,211,545        26,704,799      

Benefits and other deductions:

Death and other benefits 5,308,257          4,359,096          17,948,360        14,318,108      

Decrease in aggregate reserves (330,630)            (1,007,981)         (2,802,109)         (42,291)            

Commissions 471,468             453,886             1,828,593          1,598,167        

General insurance expenses 148,232             152,668             706,268             606,180           

Taxes, licenses and fees 19,940               19,988               45,637               58,899             

Amortization of value of business acquired and goodwill 12,282               12,282               49,128               49,128             

Interest on funds withheld treaties 81,091               85,842               343,194             320,027           

Reinsurance on in-force business (3,583)                (33,376)              (42,547)              365,294           

Net transfers to separate accounts 516,835             1,641,325          5,281,415          5,365,112        

Change in loading and other 691                    (214)                   (1,003)                2,738               

Total benefits and other deductions 6,224,583          5,683,516          23,356,936        22,641,362      

Gain from operations before federal income tax expense,

dividends to policyholders and net realized capital losses 624,435             1,138,881          3,854,609          4,063,437        

Dividends to policyholders 2,683                 2,715                 9,896                 10,637             

Gain from operations before federal income tax 621,752             1,136,166          3,844,713          4,052,800        

and net realized capital losses

Federal income tax expense 194,060             333,833             1,048,078          1,960,492        

Gain from operations before net realized 427,692             802,333             2,796,635          2,092,308        

capital losses

Net realized capital losses, net of capital 

gains tax and net of transfers to the IMR (769,758)            (910,960)            (2,628,205)         (2,656,147)       

Net (loss) income (342,066)$          (108,627)$          168,430$           (563,839)$        

Three months ended March 31, Year ended December 31, 

(Unaudited) (Audited)
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Jackson National Life Insurance Company 

Statutory Statements of Admitted Assets, 

Liabilities, Capital and Surplus 

 (in thousands,except per share information) 

 

 

2018 2017 2016

Admitted Assets

Bonds 43,836,247$         43,842,502$         46,228,419$         

Stocks:

Preferred, at statement value -                        -                       147                      

Common stock, at fair value 445,672                137,289                412,737                

Subsidiaries, on equity basis 562,786                557,059                475,654                

Cash and short-term investments 783,999                990,424                586,612                

Mortgage loans 8,414,068             8,441,517             7,480,130             

Policy Loans 4,460,319             4,468,858             4,420,561             

Limited partnership interests 1,271,226             1,127,733             1,210,471             

Real estate 270,175                228,772                235,561                

Derivatives 1,327,666             1,754,628             371,608                

Other invested assets 147,456                355,256                350,344                

Total cash and invested assets 61,519,614           61,904,038           61,772,244           

Investment income due and accrued 678,447                706,560                839,013                

Premiums deferred and uncollected 421,967                375,603                80,372                  

Federal income taxes receivable 335,474                335,507                57,492                  

Net deferred tax asset 601,659                505,603                1,614,865             

Value of business acquired at goodwill 216,982                229,264                278,392                

Amounts due (to) from reinsurers (270,653)               (233,823)              61,224                  

Receivable from parent, subsidiaries and affiliates 40,213                  47,939                  920,216                

Other admitted assets 10,859                  11,562                  4,345                    

From separate accounts statement 164,103,947         164,905,515         139,153,016         

Total admitted assets 227,658,509$        228,787,768$       204,781,179$       

Liabilities, Capital and Surplus

Liabilities:

Aggregate reserves for life, accident and

       health and annuity contracts 47,404,229$         47,734,859$         50,536,968$         

Liability for other deposit-type contracts 10,251,064           10,250,092           8,395,984             

Policy and contract claims 724,892                709,539                717,695                

Other contract liabilities 37,114                  64,675                  45,057                  

Remittances in process 45,711                  25,826                  7,698                    

Interest maintenance reserve 155,301                171,915                300,588                

Commissions payable and expense allowances

        on reinsurance assumed 89,769                  109,235                95,970                  

Asset valuation reserve 560,056                354,418                370,085                

Funds held under reinsurance treaties with

       unauthorized reinsurers 3,643,626             3,592,822             3,508,651             

Funds held under coinsurance 290,217                289,852                303,664                

General expenses and taxes due and accrued 157,353                218,076                186,440                

Accrued transfers to separate accounts (5,701,342)            (5,774,286)            (5,807,039)            

Borrowed money and interest thereon 83,222                  687,533                592,549                

Repurchase agreements -                        -                       411,857                

Payable for securities lending 74,698                  64,246                  108,865                

Derivatives 24,398                  -                       20,249                  

Other liabilities 1,094,153             1,499,342             914,014                

From separate accounts statement 164,103,947         164,905,515         139,153,016         

Total liabilities 223,038,408         224,903,659         199,862,311         

Capital and Surplus:

Capital stock (par value $1.15 per share; 50,000 shares

authorized; 12,000 shares issued and outstanding) 13,800                  13,800                  13,800                  

Surplus notes 249,531                249,522                249,488                

Gross paid-in and contributed surplus 3,233,811             3,233,811             3,233,811             

Special surplus funds (197,503)               (480,182)              (412,970)              

Unassigned surplus 1,320,462             867,158                1,834,739             

Total capital and surplus 4,620,101             3,884,109             4,918,868             

Total liabilities, capital and surplus 227,658,509$        228,787,768$       204,781,179$       

March 31, December 31, 

(Unaudited) (Audited)
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Jackson National Life Insurance Company 

Statutory Statements of Cash Flow 

 (in thousands) 

 

 

2018 2017 2017 2016

Cash from Operations:

Operating receipts:

Premiums and annuity considerations 4,748,576$        4,551,739$        18,709,973$      18,127,675$    

Net investment income 852,511             1,079,872          3,635,585          3,641,217        

Other 1,216,112          1,003,074          4,359,057          3,643,070        

Total cash received from operations 6,817,199          6,634,685          26,704,615        25,411,962      

Operating disbursements:

Benefit payments 5,156,919          4,091,504          17,383,648        13,990,673      

Commissions, general expenses and taxes 715,868             747,795             2,506,607          2,304,874        

Net transfers to separate accounts 443,891             1,637,008          5,248,661          5,638,678        

Federal income taxes 275                    -                     49,750               338,461           

Total cash disbursed from operations 6,316,953          6,476,307          25,188,666        22,272,686      

Net cash from operations 500,246             158,378             1,515,949          3,139,276        

Cash from Investments:

Proceeds from investments sold, matured, or repaid:

Bonds 1,150,107          2,201,629          9,704,157          10,559,614      

Stocks 736                    441                    342,087             17,296             

Mortgage loans 309,992             165,040             1,123,875          1,147,299        

Limited partnerships and other invested assets 1,342,465          (966,386)            (2,262,426)         (2,770,956)       

Total investment proceeds 2,803,300          1,400,724          8,907,693          8,953,253        

Cost of investments acquired:

Bonds 1,132,309          1,674,427          6,553,668          10,300,634      

Stocks 311,002             462                    40,099               197,922           

Mortgage loans 283,487             365,087             2,086,813          2,196,376        

Real estate 43,246               830                    2,425                 18,134             

Limited partnerships and other invested assets 566,585             552,383             2,227,873          1,323,193        

Total investments acquired 2,336,629          2,593,189          10,910,878        14,036,259      

Net (increase) decrease in policy loans 8,538                 29,310               (48,297)              (47,113)            

Net cash from investments 475,209             (1,163,155)         (2,051,482)         (5,130,119)       

Cash from financing and miscellaneous sources:

Cash (applied) provided:

Borrowed funds (604,250)            (4,250)                94,960               494,961           

Net deposits on deposit-type contracts (106,588)            827,773             1,854,108          1,233,940        

Dividends paid to stockholder -                     -                     (600,000)            (550,000)          

Other (471,042)            (74,591)              (409,723)            621,590           

Net cash from financing and miscellaneous

sources (1,181,880)         748,932             939,345             1,800,491        

Net change in cash and short-term investments (206,425)            (255,845)            403,812             (190,352)          

Cash and short-term investments at beginning of period 990,424             586,612             586,612             776,964           

Cash and short-term investments at end of period 783,999$           330,767$           990,424$           586,612$         

Three months ended March 31, Year ended December 31, 

(Unaudited) (Audited)
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BUSINESS OF JACKSON 

Jackson is a stock life insurance company organized under the Michigan Insurance Code of 1956, §500.100 

et seq., and a wholly owned subsidiary of Brooke Life, which is ultimately a wholly owned subsidiary of Prudential 

plc. Prudential plc is not affiliated in any manner with Prudential Financial, Inc., a company whose principal place 

of business is in the United States. In March 2018, Prudential plc announced its intention to demerge its United 

Kingdom and Europe businesses (M&G Prudential) from Prudential plc, resulting in two separately-listed 

companies. As part of the demerger, Prudential plc intends to transfer the legal ownership of its Hong Kong 

insurance subsidiaries from The Prudential Assurance Company Limited to Prudential Corporation Asia Limited. 

M&G Prudential agreed to the sale of its annuity portfolio to Rothesay Life. 

Jackson had 18 subsidiaries in North America as of December 31, 2017 (exclusive of subsidiaries formed 

as investment vehicles and dormant companies) that include Jackson NY, Jackson National Asset Management LLC 

(“JNAM”), and Jackson National Life Distributors LLC (“JNLD”). Jackson is a recipient of critical services from 

an affiliated company, PPM America, Inc. (“PPM America”).   

Jackson is a leading provider of long-term savings and retirement products to retail and institutional 

customers and specializes in the sale of variable annuities, fixed annuities, FIAs, GICs and funding agreements.  The 

rights of Prudential plc as the ultimate shareholder of Jackson are set out in the Articles of Incorporation and By-

laws of Jackson.  Jackson is managed by its directors in accordance with its Articles of Incorporation and By-laws.  

GICs and funding agreements are referred to collectively as “Institutional Products.” As of December 31, 2017, 

Jackson had statutory assets of $228.79 billion and statutory capital and surplus of $3.88 billion.  Jackson was 

incorporated on June 19, 1961, is domiciled in Michigan and has its principal place of business and registered office 

at 1 Corporate Way, Lansing, Michigan 48951.  Its telephone number is 517-381-5500 and its U.S. Federal 

Employer ID number is 38-1659835. 

 

Jackson, together with its New York subsidiary, Jackson NY, is admitted to conduct life insurance and 

annuity business in the District of Columbia, all fifty states, the Cayman Islands, and Canada.  Jackson distributes 

products through a broad spectrum of distribution channels, including independent insurance agents and agencies, 

independent registered representatives of Jackson’s broker-dealer affiliates and non-affiliated broker-dealers, banks 

and other financial institutions. 

 

Business 

 

Jackson’s mission is to lever its relationship-based distribution model, innovative products, flexible and 

scalable information technology platform and advantaged cost position to seize the opportunities created by the 

changes occurring in the retirement services market, and continue its track record of profitable growth.  Jackson 

continually revises, re-prices and enhances its existing products and introduces new products, including new fixed 

annuities, variable annuities, FIAs and Institutional Products.  Jackson ceased retail sales of life insurance in 2012.  

Jackson intends to seek growth through a balanced distribution of its product portfolio and by opportunistically 

writing Institutional Products when Jackson believes it can achieve an adequate return on capital.  To complement 

Jackson’s organic growth, it will explore opportunities for acquisitions that meet or exceed its targeted rate of return, 

including in the area of life insurance, which produces very stable cash flows. 

 

JNAM is an investment advisor that provides the funds with professional investment supervision and 

management under an Investment Advisory and Management Agreement between the mutual funds and JNAM. 

JNAM is registered with the SEC under the Investment Advisers Act of 1940, as amended (the “Advisers Act”). As 

of December 31, 2017, JNAM managed approximately $224 billion in assets. 

 

Jackson distributes products in all states of the United States, except for New York, and in the District of 

Columbia, although not all products are available in all states.  Operations in the state of New York are conducted 

through the New York insurance subsidiary.  Jackson markets its retail products primarily through advice based 

distribution channels, including independent agents, independent broker-dealer firms, regional broker-dealers, 

wirehouses, banks and registered investment advisors.   
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Jackson is affiliated with the broker-dealer network, National Planning Holdings, Inc. (“NPH”), consisting 

of the following four broker-dealers: INVEST Financial Corporation, Investment Centers of America, Inc., and 

NPH. On August 15, 2017, the sale of NPH’s business to LPL Financial LLC closed and was publicly announced. 

The transaction is structured as an asset sale which includes substantially all of the business of NPH. The transition 

of NPH’s business, including financial advisors and accounts, to LPL Financial LLC in connection with the 

transaction was completed in February 2018. By year-end 2018, and subject to regulatory approval, NPH intends to 

withdraw their broker-dealer registrations and wind down their operations. 

 

Jackson focuses on independent distribution systems and supports its network of independent agents and 

advisers with education and training programs. 

 

JNLD is the primary marketing and distribution organization for Jackson’s annuities.  The fixed annuity 

products are distributed through independent agents located throughout the United States.  These approximately 

15,300 appointed insurance agents or brokers at December 31, 2017, who may also represent other companies, are 

supported with marketing materials and multimedia presentations to help advisers choose the right solutions for their 

clients’ individual financial situations.  JNLD generally deals directly with writing agents and brokers, thereby 

eliminating intermediaries, such as general agents.  This distribution channel has enabled Jackson to generate 

significant volumes of business on a low, variable cost basis. 

 

JNLD’s wholesalers meet directly with independent broker-dealers and financial planners and are 

supported by an extensive internal sales staff.  Jackson provides training for its broker-dealers and also provides 

them with product information and sales materials.  Over 60,000 advisors serve as independent contractors who own 

and operate independent businesses and affiliate with firms known as independent broker-dealers. Independent 

advisors assume the costs of running their own practices in return for a higher payout. Branch offices in the 

independent channel typically include one to five advisors. These are smaller branches than in the regional or wire 

house channels, although consolidation in the independent channel is creating larger branches in terms of advisors 

and assets. 

 

JNLD’s Regional Broker Dealer (“RBD”) team provides dedicated service and support to regional 

brokerage firms and wirehouses.  Regional broker-dealers are similar to wirehouses, but tend to have more limited 

institutional investment banking services and in some cases smaller or less national footprints. Representatives who 

work for wirehouses and regional broker-dealers typically are employees of the firms, although at least one 

wirehouse and one regional broker-dealer also own independent broker-dealer distribution businesses that support 

contract based representatives.  The RBD team develops relationships with regional firms throughout the United 

States and provides customized materials and support to meet their specialized advisory needs.  As of December 31, 

2017, Jackson’s RBD team supported more than 41,000 representatives in regional broker-dealers and wirehouses. 

 

Jackson’s Institutional Marketing Group distributes annuity products through banks, credit unions and other 

financial institutions and through third party marketing organizations that serve these institutions.  Jackson is a 

leading provider of annuities offered through banks and credit unions and at December 31, 2017 had access to more 

than 32,000 financial institution representatives through existing relationships with banks and credit unions.  

Jackson has established distribution relationships with medium sized regional banks, which it believes are unlikely 

to develop their own insurance product capability. 

 

Jackson markets its Institutional Products, including traditional GICs, funding agreements and medium-

term note funding agreements, through its Institutional Products Department.  Jackson distributes its Institutional 

Products directly to investors, through investment banks, or through intermediaries to plan sponsors or other eligible 

purchasers. 

 

PPM America manages all of Jackson’s equity assets, while PPM Finance, Inc. manages Jackson’s real 

estate investments. Prudential plc is also the ultimate parent of PPM America, Inc. and PPM Finance, Inc. 

 

Jackson has transformed itself over the years from a company that initially focused on individual life and 

fixed annuities sold through a single distribution channel into one offering a diversified line of products with the 

ability to distribute multiple products through multiple channels in varying economic conditions. 
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Product Suite 

 

Jackson develops and distributes products that address the retirement needs of its customers through 

various market cycles, which include variable annuities, fixed annuities and FIAs.  Among the main attractions of a 

variable annuity product are the optional lifetime guarantee where customers can access a stream of payments with 

downside protection, while still being able to invest in a broad range of assets and benefit from the tax deferral on 

the investment growth within the product.  Jackson has a proven track record in this market with its market-leading 

flagship product, Perspective II. Jackson’s success has been built on its quick-to-market product innovation, as 

demonstrated by the development and launch of Elite Access in 2012, our investment-only variable annuity. Further 

demonstrating Jackson’s flexibility and manufacturing capabilities, Jackson launched Perspective Advisory II and 

Elite Access Advisory to serve advisers and distributors with a preference for advisory products.  In November 

2017, Jackson launched Private Wealth Shield, a variable annuity developed specifically for trusts and private 

banks. To support this new product, Jackson also announced the formation of its Private Wealth & Trust group, a 

specialized team focused on complex planning, investment management and tax mitigation strategies for high-net-

worth and ultra-high net-worth clients. 

 

Sales of fixed annuities and fixed index annuities have been relatively consistent in recent years and 

continue to make up a significant portion of Jackson’s balance sheet and earnings.   

 

Jackson continues to proactively balance value, volume, capital and balance sheet strength across its suite 

of product offerings, which allows Jackson to compete effectively throughout the economic cycle.  Jackson operates 

within a well-defined risk framework aligned with the overall Prudential Group risk appetite.  The type and number 

of products it sells remains balanced with the acceptance of risks Jackson retains.  Jackson’s conservative and 

disciplined economic approach to pricing is designed to achieve both adequate returns on its products and sufficient 

resources to support its hedging program. 

 

As of March 31, 2018, total statutory reserves were broken down as follow: 8% fixed annuities, 5% life 

insurance, 5% fixed index annuities, 4% general account variable annuities, 8% Elite Access variable annuities, 53% 

separate account variable annuities with for-life guaranteed living benefits, 12% other separate account variable 

annuities, 4% institutional products, and 1% for other products. 

 

Investment Strategy 

 

Jackson’s overall investment strategy is to maintain a diversified and largely investment grade fixed 

income portfolio and achieve risk-adjusted returns that support the pricing of its products while maintaining 

adequate liquidity. 

 

Jackson has developed an investment program that is designed to maximize risk-adjusted total returns 

within the context of a largely fixed income portfolio and to provide a competitive rate of return which will support 

the profitable growth of its business.  Key to this overall program is the implementation of policies that promote 

asset management activities whose cornerstone is a neutral asset allocation.  Jackson views this neutral asset 

allocation in terms of publicly available indices which represent the investable universe.  The indices chosen to 

represent this universe have been tailored to exclude certain asset classes which are not an appropriate holding in a 

neutral context. 

 

Recognizing the tradeoffs between the level of risk desired in the portfolio, the amount of capital and 

liquidity available and the required return, the largest asset allocation is to investment grade securities.  However, 

asset allocation decisions take into account the benefits of diversification across both collateral types and asset 

classes.  To this end, the neutral asset allocation strategy of Jackson includes target allocations to commercial 

mortgages, high yield bonds and equities.  While Jackson believes the use of indices allows for better information on 

investment performance relative to the range of practical investment alternatives, ultimate investment objectives are 

not focused solely on total return. 
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The focus of this investment strategy is for Jackson, through PPM America, an affiliated company which 

manages all of Jackson’s invested assets, to originate more of its investments rather than simply participate in 

transactions originated by banks, investment banks, commercial finance companies and other intermediaries. 

 

Investment Risks 

 

Jackson’s investment portfolio primarily consists of investment-grade, fixed maturity securities, including 

residential mortgage-backed securities (“MBSs”) and collateralized mortgage obligations.  The fair value of these 

and Jackson’s other invested assets fluctuates depending on market and other general economic conditions and the 

interest rate environment and may be adversely impacted by other economic factors.  For various reasons, including 

if necessary to meet unanticipated surrenders, Jackson may, from time to time, be required to sell certain of its 

investments at prices less than their book values, resulting in capital losses and a reduction in surplus.  In addition, 

commercial mortgage loans, many of which have balloon payment maturities, and privately placed fixed maturity 

securities, are generally illiquid and may carry a greater risk of investment loss than public securities. 

 

Credit risk is the risk that issuers of investments owned by Jackson may default or that other parties may 

not be able to pay amounts due to Jackson.  Jackson targets to invest approximately 5% of its cash and invested 

assets portfolio in below investment grade securities.  Recently, Jackson has been tactically defensive and well 

below target levels.  Below investment grade securities are considered, on balance, as predominately speculative 

with respect to capacity to pay interest and repay principal in accordance with the terms of the obligation and 

generally will involve more credit risk than securities in the higher rating categories.  Jackson manages its 

investments to limit credit risk by diversifying its portfolio.  However, there can be no assurance that material credit 

losses can be avoided. 

 

Ratings and Other Information 

 

Jackson’s insurer financial strength is rated AA- (Very Strong) by S&P, A1 (Good) by Moody’s, and AA- 

(Very Strong) by Fitch.  Jackson has been issued an AM Best Rating of A+ (Superior).  Jackson’s short-term credit 

ratings are A-1+ (S&P), and Prime-1 (Moody’s).  

 

Historically, Jackson’s IFRS operating income was dominated by spread-based business.  Due to an 

increase in fee-based revenue from the variable annuity business over the last several years, along with the 

historically low interest rate environment, Jackson’s earnings have shifted more toward fee-based products.  During 

2017, Jackson generated $2.9 billion total IFRS pretax operating income.  Fee-based earnings accounted for 81% of 

this total, while spread-based earnings comprised 14% and underwriting and other comprised the remainder.  

Jackson represents a significant part of Prudential plc’s global operations, generating 47% of Prudential plc’s 2017 

consolidated operating profit, calculated on an IFRS basis, with approximately 17% of groupwide headcount. 

 

Jackson’s ultimate parent, Prudential plc, is headquartered in London, England.  It is a leading global 

provider of financial services with operations in the United Kingdom, Europe, Asia and the United States (through 

Jackson and its subsidiaries, together with PPM America and the U.S. broker-dealer operations).  The Prudential plc 

Group has been in existence for over 168 years, serves around 26 million insurance customers globally and has over 

$900 billion of funds under management as of December 31, 2017.  The Prudential plc Group Solvency II capital 

surplus was estimated at £13.3 billion as of December 31, 2017, equivalent to a Group Solvency II capital ratio of 

202%.  Prudential plc has one of the United Kingdom’s strongest life funds with claims paying ratings of A+ by 

S&P, Aa3 by Moody’s and AA- by Fitch.  Its long-term, senior debt is rated A by S&P, A2 by Moody’s and A- by 

Fitch.    

 

Prudential plc is not in any way, directly or indirectly, obligated with respect to the Funding Agreements, 

which are solely the obligations of Jackson. 

 

Additionally, Prudential plc is not affiliated in any manner with Prudential Financial, Inc., a company 

whose principal place of business is in the United States of America. 

 

Insurance Regulation 
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Jackson is organized under the laws of the State of Michigan and is subject to regulation and supervision by 

DIFS and by insurance regulatory authorities in other states of the United States in which it is authorized to transact 

business.  State insurance laws establish supervisory agencies with broad administrative and supervisory powers 

related to granting and revoking licenses to transact business, regulating marketing and other trade practices, 

operating guaranty associations, licensing agents, approving policy forms, regulating certain premium rates, 

regulating insurance holding company systems, establishing reserve requirements, prescribing the form and content 

of required financial statements and reports, performing financial and other examinations, determining the 

reasonableness and adequacy of statutory capital and surplus, regulating the type and amount of investments 

permitted, limiting the amount of dividends that can be paid and the size of transactions that can be consummated 

without first obtaining regulatory approval and other related matters.  Certain information and reports that Jackson 

has filed with DIFS can be inspected during normal business hours at 530 W. Allegan Street, 7 th Floor, Lansing, 

Michigan. 

 

During the last decade, the insurance regulatory framework relating to insurance companies doing business 

in the United States has been placed under increased scrutiny by various states, the federal government and the 

NAIC.  Various states have considered or enacted legislation that changes, and in many cases increases, the states’ 

authority to regulate insurance companies.  Legislation has been introduced from time to time in the United States 

Congress that could result in the U.S. federal government assuming some role in the regulation of insurance 

companies.  In recent years, the NAIC has approved and recommended to the states for adoption and 

implementation several regulatory initiatives designed to reduce the risk of insurance company insolvencies.  These 

new initiatives include new investment reserve requirements, risk-based capital (“RBC”) standards, Own Risk and 

Solvency Assessment (“ORSA”), and restrictions on an insurance company’s ability to pay dividends to its 

stockholders. 

 

State insurance laws and regulations also include numerous provisions governing the marketplace activities 

of life and annuity insurers, including provisions governing the form and content of disclosure to consumers, 

illustrations, advertising, sales practices and complaint handling.  State regulatory authorities generally enforce these 

provisions through periodic market conduct examinations.  Insurance regulators have given greater emphasis in 

recent years to the investigation of allegations of improper life insurance pricing and sales practices by life and 

annuity insurers, including race-based underwriting or sales practices, misleading sales presentations by insurance 

agents, particularly targeting the elderly and suitability of product for potential customers.  There can be no 

assurance that any noncompliance with such applicable laws and regulations would not have a material adverse 

effect on Jackson. 

 

Even though the business of insurance is generally regulated at the state level, the Dodd-Frank Act has 

significantly changed financial regulation in the United States.  The Dodd-Frank Act was enacted in July 2010 and 

established a process for designating nonbank financial companies as systemically important.  Nonbank financial 

institutions designated systemically important by the Financial Stability Oversight Council (the “FSOC”) are subject 

to heightened prudential standards and supervision by the Federal Reserve Board.  If Jackson is designated in the 

United States as a systemically important non-bank institution, it may be subject to heightened prudential standards 

to be administered by the United States Federal Reserve Board, including heightened capital, leverage and liquidity 

standards, risk management requirements, single counterparty credit concentration limits, resolution plans and stress 

tests, and potential discretionary requirements relating to contingent capital, enhanced public disclosure and short 

term debt limits. Dodd-Frank Rules and guidance outlining the manner in which the Council will determine which 

companies should be so designated in the United States were adopted in April 2012. The rules set forth a three-stage 

process of increasingly in-depth evaluation and analysis, drawing on both qualitative and quantitative information 

(but preserving significant FSOC discretion). The rules do not, however, permit a definitive view as to whether 

Jackson would or would not be designated as systemically important in the U.S. context.  Although Jackson was not, 

and does not believe that it will be designated as a systemically important financial institution by the FSOC, other 

aspects of the Dodd-Frank Act could affect its business, including the writing and trading of derivatives and the sale 

of certain variable annuity and other products.  Jackson’s business may nonetheless still be impacted by the FSB’s 

designation of Prudential plc as a GSII in July 2013, but that is separate from a Dodd-Frank designation.  See “Risk 

Factors — Related to Industry — Prudential plc.” In certain circumstances, a federal regulator may require a state 

regulator to liquidate an insolvent insurer. 
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The Dodd-Frank Act also established the Federal Insurance Office (the “FIO”).  The FIO has no direct 

regulatory authority over U.S. insurers, but it does have certain authority to represent the U.S. government on 

prudential aspects of international insurance matters, including at the IAIS.  The FIO is also authorized to monitor 

all aspects of the insurance industry, including identifying issues or gaps in the regulation of insurers that could 

contribute to a systemic crisis in the insurance industry.  The Director of the FIO also serves as a non-voting 

member of the FSOC and may make recommendations to the FSOC for designating nonbank financial companies as 

systemically important.  Additional provisions of the Dodd-Frank Act include, among other things, the creation of 

the Consumer Financial Protection Bureau to protect consumers of certain financial products; and changes to certain 

corporate governance rules.  Given the scope of regulatory changes that may result from the Dodd-Frank Act’s 

enactment, Jackson cannot predict the Dodd-Frank Act’s impact upon its business, results of operations and 

financial condition.  However, the Trump administration and the majority party have expressed goals to dismantle or 

roll back the Dodd-Frank Act and President Trump has issued an executive order that calls for a comprehensive 

review of the Dodd-Frank Act in light of certain enumerated core principles of financial system regulation.  In late 

April 2017, President Trump issued another executive order that suspends the designation of nonbanks as 

systemically important financial institutions for 180 days.  On April 19, 2017, the House Financial Services 

Committee released a discussion draft of the Financial CHOICE Act of 2017, which proposes to amend or repeal 

various sections of the Dodd-Frank Act.  The Trump administration has also released a memorandum that generally 

delayed all pending regulations from publication in the Federal Register pending their review and approval by a 

department or agency head appointed or designated by President Trump.  We are not able to predict whether any 

proposal to roll back the Dodd-Frank Act will be adopted, or, if adopted, the impact, if any, such proposal could 

have on Jackson’s business. 

 

On April 6, 2016, the DOL issued new rules, with an original applicable date for most provisions of April 

10, 2017.  On April 4, 2017, however, the DOL released a final rule delaying the original applicability date of the 

new rules for 60 days until June 9, 2017.  The DOL granted an additional delay on certain portions of the new rules 

and on two new prohibited transaction exemptions to July 1, 2019. In addition, the DOL requested comments on 

questions of law and policy related to the new rules to July 1, 2019. The new rules were designed to address the 

manner in which financial advisors may provide investment advice to current and prospective retirement clients, 

including Individual Retirement and Health Savings Accounts, qualified plans maintained by private employers for 

their employees (ERISA Plans), and qualified plans maintained by sole proprietors.  The new rules are complex and 

Jackson and the industry continue to work to interpret the rules and identify the appropriate steps to implement any 

required changes. Jackson has established projects to implement changes necessary to meet the requirements, 

including potential reliance on a DOL exemption promulgated in connection with the rule, commonly referred to as 

the Best Interest Contract Exemption (“BICE”). Jackson has made and continues to consider changes to its product 

offerings and is working with its distributors to support implementation of BICE or fee based product changes as 

appropriate.   

 

On March 15, 2018, the United States Court of Appeals for the Fifth Circuit vacated the DOL fiduciary rule 

and related prohibited transaction exemptions.  See Chamber of Commerce v. U.S. Department of Labor, No. 17-

10238, 2018 WL 1325019 (5th Cir. Mar. 15, 2018).  In a 2:1 decision, the court held that the DOL fiduciary rule 

was unreasonable, that the DOL lacked statutory authority to promulgate it, and that the DOL overreached its 

statutory authority by doing so.  Accordingly, the court held that the fiduciary rule and related exemptions were 

arbitrary, capricious and unlawful under the Administrative Procedures Act, and vacated the rule and the related 

exemptions (or certain conditions of exemptions that were amended in connection with the rule) in their entirety.  

The Fifth Circuit’s judgment is scheduled to take effect on May 7, 2018, although it is not clear at this time whether 

the DOL will appeal the judgment, or whether the DOL will modify the fiduciary rule and exemptions in a manner 

that would comply with ERISA and other applicable law. Jackson is monitoring any action that may potentially 

impact Jackson’s business. 

 

On April 18, 2018, the SEC proposed rules, interpretations and guidance designed to enhance and clarify 

the standards of care applicable to broker-dealers and to investment advisers when dealing with retail clients.  The 

Proposed Rules provide for standardized and additional disclosure as well as new or clarified standards of care for 

broker-dealers and investment advisers.  Ninety day comment periods on each of the three proposals will begin once 

the Proposed Rules are published in the Federal Register. The proposed revisions were open for public comment 

until late February and the NYSDFS is expected to release a new draft of the regulation in the near term.    
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On November 24, 2017 the NAIC issued an exposure draft of an expanded Suitability in Annuity 

Transactions Model Regulation, intended to result in the adoption of a “best interest” standard on a nationwide basis. 

The proposed amendments are expected to be modified following the decision by the Fifth Circuit. In addition, on 

December 27, 2017 the NYSDFS proposed revisions to Insurance Regulation 187, which not only incorporate the 

“best interest” standard, but also would expand the scope of the regulations to include sales of life insurance 

policies, as well as annuities to consumers. The proposed revisions were open for public comment until late 

February and on April 27, 2018, the NYSDFS published an updated draft of the regulation for a 30-day comment 

period. 

 

Cybersecurity Regulations.  The area of cybersecurity has come under increased scrutiny by insurance 

regulators. On March 1, 2017, New York’s new cybersecurity regulation for financial services institutions, including 

banking and insurance entities under its jurisdiction, became effective. Among other things, this regulation requires 

these entities to establish and maintain a cybersecurity program designed to protect consumers’ private data and the 

confidentiality, integrity and availability of a licensee’s information systems. In addition, on October 24, 2017, the 

NAIC adopted the Cybersecurity Model Law, which establishes standards for data security, the investigation of 

cybersecurity events involving unauthorized access to, or the misuse of, certain nonpublic information, and reporting 

to insurance commissioners. Its implementation will be based on adoption by state legislatures.  Importantly, the 

Cybersecurity Model Law states that a licensee’s compliance with New York’s cybersecurity regulation will 

constitute compliance with the Cybersecurity Model Law. 

 

Federal law and regulation requires financial institutions to protect the security and confidentiality of 

customer information and to notify customers about their policies and practices relating to their collection and 

disclosure of customer information and their policies relating to protecting the security and confidentiality of that 

information.  Federal and state laws also regulate disclosures of customer information.  Congress and state 

legislatures are expected to consider additional regulation relating to privacy and other aspects of customer 

information. 

 

The ability of Jackson to carry on this business may also be dependent upon its continued registration under 

the applicable laws or regulations in the jurisdictions in which it does business.  Changes in laws or regulations, or 

in governmental policies, could materially and adversely affect the business and operations of Jackson.  Jackson 

submits on a quarterly basis to DIFS certain reports regarding its statutory financial condition (each, a “Statutory 

Statement” and, collectively, the “Statutory Statements”).  Each Statutory Statement includes other supporting 

schedules as of the end of the period to which such Statutory Statement relates.  The statutory basis financial 

statements are prepared in conformity with accounting practices prescribed or permitted by DIFS.  Statutory 

accounting principles differ in certain respects from U.S. GAAP; in some cases such differences may be material. 

See “Summary of Principal Differences Between Statutory Accounting Principles and U.S. GAAP.” Statutory 

accounting principles also differ in certain respects from IFRS; in some cases such differences may be material.  See 

“Summary of Principal Differences Between Statutory Accounting Principles and IFRS.” 

 

Jackson prepares its Statutory Financial Statements in accordance with accounting practices prescribed or 

permitted by DIFS, which differ in certain respects from the NAIC’s statutory accounting practices (“NAIC SAP”).  

Primary differences affecting the Jackson Statutory Financial Statements include: 

 

 DIFS has excluded Actuarial Guideline 35 as a component of prescribed reserving practices.  This 

guideline requires a certain methodology for providing reserves for FIAs and the associated derivative 

instruments. 

 

 DIFS has adopted certain prescribed accounting practices that differ from NAIC SAP specifically related to 

the value of the book of business arising from the acquisition of a subsidiary or through reinsurance 

allowing it to be fully recognized as an admitted asset if certain criteria are met.  In NAIC SAP, goodwill 

may be admitted in amounts not to exceed 10% of an insurer’s capital and surplus, as adjusted. 

 

 DIFS approved the use of a permitted practice allowing Jackson to report the effectiveness of its hedging 

program related to certain interest rate swaps consistent with the system Jackson adopted in accordance 

with the Michigan Insurance Code, as opposed to NAIC SSAP No. 86.  As a result, hedging transactions 



 

49 

thus identified as effective are reported pursuant to the accounting guidance set forth in NAIC SSAP No. 

86. 

 

 DIFS adopted Valuation of Life Insurance Policies Model Regulation XXX in 2002 (“Regulation XXX”), 

for policies issued in 2002 and after.  NAIC SAP applies Regulation XXX to issues of 2001 and later.  

Regulation XXX requires certain methodology for providing reserves for term life insurance policies and 

universal life insurance policies with secondary guarantees. 

 

The aggregate effect of the differences between practices prescribed or permitted by DIFS and NAIC SAP 

decreased net income and capital and surplus in 2017 by $49.4 million and $221.0 million, respectively, and 

decreased net income and capital and surplus in 2016 by $46.5 million and $104.4 million, respectively. 

 

Jackson is subject to regulation under the insurance holding company laws of various jurisdictions.  The 

insurance holding company laws and regulations vary from jurisdiction to jurisdiction, but generally require each 

controlled insurance company to register with state regulatory authorities and to file with those authorities certain 

reports, including information concerning their capital structure, ownership, financial condition, certain 

intercompany transactions and general business operations. 

 

The jurisdictions where Jackson is admitted to transact insurance business have laws requiring insurance 

companies doing business within their jurisdictions to participate in various types of guaranty associations or other 

similar arrangements.  These associations and arrangements provide certain levels of protection to policyholders 

from losses under insurance policies issued by insurance companies that become impaired or insolvent.  Typically, 

these associations levy assessments, up to prescribed limits, on member insurers on a basis that is related to the 

member insurer’s proportionate share of the business in the relevant jurisdiction of all member insurers in the lines 

of business in which the impaired or insolvent insurer is engaged.  Some jurisdictions permit member insurers to 

recover assessments that they paid through full or partial premium tax offsets, usually over a period of years.  In 

none of the past three years have the aggregate assessments levied against Jackson been material to the financial 

condition of Jackson. 

 

Jackson is subject to state laws and regulations that require diversification of its investment portfolios and 

limit the amount of investments in certain asset categories, such as below investment-grade fixed income securities, 

equity real estate, mortgages, other equity investments, foreign investments and derivatives.  Failure to comply with 

these laws and regulations would cause investments exceeding regulatory limitations to be treated as nonadmitted 

assets for purposes of measuring surplus and, in most instances, would require divestiture of such non-qualifying 

investments.  Jackson believes that the investments made by Jackson complied with such laws and regulations at 

December 31, 2017. 

 

The NAIC is currently conducting an industry consultation with the aim of reducing the non-economic 

volatility in the variable annuity statutory balance sheet and enhancing risk management. Following an industry 

quantitative impact study (QIS), changes have been proposed to the current framework. These changes were 

presented to the December NAIC national meeting, and were exposed for comment by industry and interested 

parties until early March 2018. Jackson will continue to engage with the industry and the NAIC during the comment 

period.  

 

The NAIC is currently conducting a “Variable Annuity Statutory Reserve and Capital Reform” initiative 

with the aim of reducing the noneconomic volatility in the variable annuity statutory balance sheet and risk 

management. Following a quantitative impact study, changes have been proposed to the current framework and were 

exposed for public comment until early March 2018. 

 

The NAIC is currently reviewing a number of components of the risk-based capital framework to reflect 

more current modelling of asset risk (C-1 factors), effective December 31, 2019, tax reform (various components), 

expected to be effective December 31, 2018, operational risk, effective December 31, 2018, and other items. Efforts 

are underway on these items. 

 

On December 22, 2017, President Trump signed into law the Tax Cuts and Jobs Act making significant 

changes to the United States’ tax code. In 2017, the lowering of the corporate tax rate resulted in a charge for the 
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reduction of Jackson’s deferred tax assets. In the future, the lower rate and the effect of other changes to the 

calculation of taxable income are expected to lead to higher after-tax earnings, return on equity and capital 

generation, all else being equal. 

 

Competition 

 

Jackson’s competitors include major stock and mutual insurance companies, mutual fund organizations, 

banks and other financial services companies.  Jackson does not have a career agency sales force to distribute its 

annuity products in the United States and, consequently, competes for distributors such as banks, broker-dealers and 

independent agents. 

 

Risk Based Capital 

 

The NAIC has developed RBC standards for life insurance companies as well as a model act for state 

legislatures to enact.  The model act requires that life insurance companies report on a RBC formula standard that 

they calculate by applying factors to various asset, premium and reserve items and separate model based calculations 

of risk associated primarily with variable annuity products.  The RBC formula takes into account the risk 

characteristics of a company, including asset risk, insurance risk, interest rate risk, market risk and business risk.  

The NAIC designed the formula as an early warning tool to identify potentially inadequately capitalized companies 

for purposes of initiating regulatory action. 

 

Any state adopting the model act gives the state insurance commissioner explicit regulatory authority to 

require various actions by, or take various actions against, insurance companies whose adjusted capital does not 

meet minimum RBC standards.  DIFS takes into account the NAIC’s RBC standards to determine compliance with 

Michigan insurance law. 

 

At December 31, 2017, Jackson’s total adjusted capital under the NAIC’s definition substantially exceeded 

Michigan standards. 

 

Effective December 31, 2008, Jackson initially received approval from DIFS regarding the use of a 

permitted practice that allows Jackson to report the effectiveness of its hedging program related to certain interest 

rate swaps consistent with the system Jackson has adopted in accordance with Section 943 (2) of the Michigan 

Insurance Code, as opposed to NAIC SSAP No. 86 – Accounting for Derivative Instruments and Hedging Activities 

(“SSAP No. 86”).  As a result, hedging transactions thus identified as effective are reported pursuant to the 

accounting guidance set forth in SSAP No. 86.  The effect of this permitted practice, reflected as special surplus 

funds, was to decrease capital and surplus by $480.2 million at December 31, 2017 and $413.0 million at December 

31, 2016, with no effect on income. 

 

The permitted practice is eligible for renewal annually and has been extended by DIFS through October 1, 

2018.  Any increase to surplus resulting from the permitted practice may not be considered by Jackson when 

determining the surplus available for dividends, nor in the determination of the nature of dividends as ordinary or 

extraordinary.  Jackson may elect to not seek renewal from DIFS and allow the permitted practice to expire at the 

end of any annual term. 

 

In compliance with DIFS instructions, the impact of this permitted practice on assets was reported in the 

Annual Statement Assets page as a separate write-in line.  On the Annual Statement Summary of Operations – 

Capital and Surplus Account, the impact of the interest rate swaps adjustment was included as a separate write-in 

line for gains and losses in surplus.  In the accompanying Statutory Statements of Admitted Assets, Liabilities, 

Capital and Surplus, the impact is included in derivatives and special surplus funds.  In the accompanying Statutory 

Statements of Capital and Surplus, the impact is included in a separate line for change in surplus as a result of 

permitted practice. 

 

Legal Proceedings 

 

Jackson is involved in litigation arising in the ordinary course of business.  It is the opinion of management 

that the ultimate disposition of such litigation will not have a material adverse effect on Jackson’s financial 
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condition.  Jackson accrues for legal contingencies once the contingency is deemed to be probable and reasonably 

estimable.  At December 31, 2017 and 2016, Jackson recorded accruals totaling $11.3 million and $1.9 million, 

respectively. 

 

 

Directors and Executive Officers of Jackson 

 

James R. Sopha is no longer President of Jackson effective April 30, 2018.  Barry L. Stowe became 

President effective May 1, 2018. 

 

The following table lists Jackson’s Board of Directors, statutorily-required officers and executive vice 

presidents with Jackson as of May 23, 2018:   

 

Board of Directors  Position 

Dennis Manning Chairman of the Board, Non-Executive Director 

James J. Scanlan 

 

Morten N. Friis 

 

Barry L. Stowe  

Non-Executive Director  

 

Non-Executive Director 

 

Director and President 

P. Chad Myers  Chief Financial Officer, Executive Vice President and Director 

Bradley O. Harris Chief Risk Officer, Senior Vice President and Director 

Kenneth H. Stewart Senior Vice President and Director 

Statutorily-required 

Officers 

Position 

Marcia Wadsten Chief Actuary, Appointed Actuary and Senior Vice President 

Andrew J. Bowden  General Counsel, Senior Vice President and Secretary 

Michael A. Costello Senior Vice President, Treasurer and Controller 

Executive Vice 

President 

Position 

Gregory P. Cicotte              Executive Vice President and Chief Distribution Officer 

 

Barry L. Stowe is a member of the Board and Group Executive Committee of Prudential plc. 

The business address of each director and officer of Jackson is 1 Corporate Way, Lansing, Michigan 48951. 

 

Jackson’s directors do not have any duties to the Trust; therefore, Jackson is not aware of any potential 

conflicts of interest between Jackson’s directors and duties of the Trust.  
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 

FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

 

The discussion that follows with respect to Jackson’s results of operations in 2017 compared to 2016 and 

Jackson’s financial condition at December 31, 2017 and 2016 is based on Jackson’s Statutory Financial Statements 

which are included in this Offering Memorandum and which have been prepared on the basis of accounting 

practices prescribed or permitted by DIFS.  Such accounting practices differ in certain significant respects from 

U.S. GAAP and IFRS.  See “Summary of Principal Differences Between Statutory Accounting Principles and U.S. 

GAAP” and “Summary of Principal Differences Between Statutory Accounting Principles and IFRS.” 

 

Forward-Looking Statements 

This Offering Memorandum, including the discussion that follows, contains forward-looking statements 

that are intended to enhance the reader’s ability to assess Jackson’s future financial performance.  In connection with 

the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995, Jackson cautions readers 

regarding certain forward-looking statements contained in this report and in any other statements made by, or on 

behalf of, Jackson, whether or not in future filings with the SEC.  Forward-looking statements are statements not 

based on historical information and which relate to future operations, strategies, financial results, or other 

developments.  Statements using verbs such as “expect,” “anticipate,” “believe” or words of similar import generally 

involve forward-looking statements.  Without limiting the foregoing, forward-looking statements include statements 

which represent Jackson’s beliefs concerning future levels of sales and redemptions of Jackson’s products, 

investment spreads and yields, or the earnings and profitability of Jackson’s activities. 

Forward-looking statements are necessarily based on estimates and assumptions that are inherently subject 

to significant business, economic and competitive uncertainties and contingencies, many of which are beyond 

Jackson’s control and many of which are subject to change.  These uncertainties and contingencies could cause 

actual results to differ materially from those expressed in any forward-looking statements made by, or on behalf of, 

Jackson.  Whether or not actual results differ materially from forward-looking statements may depend on numerous 

foreseeable and unforeseeable developments.  Some may be national in scope, such as general economic conditions, 

changes in tax law and changes in interest rates.  Some may be related to the insurance industry generally, such as 

pricing competition, regulatory developments and industry consolidation.  Others may relate to Jackson specifically, 

such as credit, volatility and other risks associated with Jackson’s investment portfolio.  Jackson disclaims any 

obligation to update forward-looking information. 

Use of Estimates 

The financial statements and notes included in this Offering Memorandum reflect estimates and 

assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 

reported amounts of revenue and expenses during the period.  The preparation of the accompanying financial 

statements and notes requires the use of estimates and assumptions about future events that affect the amounts 

reported in the financial statements and accompanying notes.  Significant estimates and assumptions include:  1) 

valuation of investments and derivative instruments, including fair values of securities deemed to be in an illiquid 

market and the determination of when an impairment is other-than-temporary; 2) assumptions used in calculating 

policy reserves and liabilities, including, but not limited to mortality rates, policyholder behavior, expenses, 

investment returns and policy crediting rates; 3) assumptions as to future earnings levels being sufficient to realize 

deferred tax benefits and whether or not certain deferred tax assets will reverse within three years; 4) estimates 

related to liabilities for lawsuits and establishment of liability for state guaranty fund assessments; 5) assumptions 

and estimates associated with Jackson’s tax positions which impact the amount of recognized tax benefits recorded 

by Jackson; and 6) assumptions as to future earnings levels of acquired business being sufficient to recover the 

VOBA and goodwill.  These estimates and assumptions are based on management’s best estimates and judgments.  

Management evaluates its estimates and assumptions on an ongoing basis using historical experience and other 

factors as deemed appropriate.  As facts and circumstances dictate, these estimates and assumptions may be 

adjusted.  Since future events and their effects cannot be determined with precision, actual results could differ 

significantly from these estimates.  Changes in estimates, including those resulting from continuing changes in the 

economic environment, will be reflected in the financial statements in the periods the estimates are changed.   
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Asset-Liability Management 

Asset-liability management is an integral part of Jackson’s risk management program.  It is utilized by 

Jackson in an effort to minimize the risks of equity market movements and volatility, interest rate fluctuations and 

disintermediation.  Jackson’s equity market risks are generally related to its liability for variable annuity guarantees 

and equity participation in the fixed index annuities, while interest rate fluctuations primarily impact the interest 

earned on its fixed income investments, interest credited on life products and fixed and fixed index annuity products, 

and the costs and value of hedges and liabilities related to variable annuity guarantees. 

Guaranteed benefits issued by Jackson in connection with the sales of variable annuity contracts expose 

Jackson to equity risk as the benefits generally become payable when equity markets decline and contract values fall 

below the guaranteed amount.  Jackson hedges the economic tail risk associated with the equity exposure using 

equity options and futures and, therefore, has not explicitly hedged the accounting basis risk.  The statutory reserve 

for the guaranteed benefits is included in the reserve for the total variable annuity contract calculated under 

Actuarial Guideline XLIII, which is not a fair value reserve, with changes in the reserve included in net income.  

The derivative contracts, by contrast, are carried at fair value, with changes in fair value excluded from net income 

until realized, but reported directly in capital and surplus.  As a result of these factors, the income statement and 

capital and surplus may include a timing mismatch related to changes in value of the hedges and the hedged 

liabilities. 

Certain products and benefits also expose Jackson to interest rate risk.  Jackson manages this risk in 

aggregate, contemplating natural offsets between products before pursuing hedging transactions.  As deemed 

necessary, Jackson manages this interest rate exposure through a combination of interest rate swaps and interest rate 

swaptions.  For statutory reporting purposes, interest rate swaps are carried at book value in accordance with 

Jackson’s permitted practice, while swaptions are carried at fair value. 

Jackson is exposed primarily to the following five risks arising from fluctuations in interest rates:  (1) the 

risk of loss related to policyholder withdrawals following a sharp and sustained increase in interest rates, (2) the risk 

of mismatch between the expected duration of certain annuity liabilities and certain investments held by Jackson, (3) 

the reinvestment risk associated with accelerated prepayments on MBSs in decreasing interest rate environments and 

delayed prepayments in increasing interest rate environments, (4) the risk of mismatch between the duration of 

certain Institutional Products, liabilities and certain fixed or variable investments held by Jackson, and (5) the risk of 

mismatch in interest rate related components of liabilities and capital requirements related to variable annuity 

guarantees and the associated hedges.  Jackson considers these risks individually and as a whole when making 

decisions related to managing them.  Other factors that are not directly related to interest rates can also give rise to 

disintermediation risk, including, but not limited to, changes in ratings, overall policyholder concerns relating to the 

life insurance industry generally and competition from other products, including non-insurance products such as 

mutual funds, certificates of deposit and other financial products. 

Jackson believes that its fixed-rate liabilities should be backed by a portfolio principally composed of fixed 

income securities that generate predictable rates of return on its invested assets.  Jackson does not have a specific 

target rate of return on its invested assets.  Instead, its rates of return vary over time depending on the current interest 

rate environment, the slope of the yield curve, the spread at which fixed maturities are priced over the yield curve 

and general competitive conditions within the industry.  Its portfolio strategy is designed to achieve adequate risk-

adjusted returns consistent with its investment objectives of effective asset-liability management, liquidity and 

safety.  Asset-liability management and portfolio management strategies are developed by Jackson, and portfolio 

strategy implementation and credit risk decisions are made by PPM America, an affiliate of Jackson, within 

guidelines set by Jackson.  See “Evaluation of Invested Assets”. 

Jackson segregates its Institutional Products portfolio for certain investment management purposes and as 

part of its overall investment strategy.  The portfolio backing Institutional Product liabilities has its own mix of 

investments which meet more limited duration and convexity tolerances.  Consequently, this portion of the portfolio 

is managed to permit less interest rate sensitivity and has limited exposure to MBSs. 

To determine whether obligations will be met when they become due, Jackson uses asset-liability cash flow 

management techniques that consider current and future investment returns, asset and liability durations, risk 
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tolerance, and cash flow requirements.  Based on the results of this analysis, Jackson has established its investment 

policy to maintain a desired spread between the yield on portfolio assets and the rate paid on its policyholder funds 

under a variety of possible future interest rate scenarios.  If subsequent experience proves to be different from earlier 

assumptions, maturing liabilities and maturing investment assets may no longer be matched to the degree originally 

anticipated, placing unanticipated demands on cash flow and liquidity.  Jackson closely monitors its general account 

to assess Jackson’s asset-liability position and to change investment strategies and rebalance investment portfolio 

durations as it deems necessary.  Jackson is required by law to analyze the adequacy of reserves annually.  The 

analysis includes dynamic cash flow testing of assets and liabilities by product under a variety of interest rate 

scenarios. 

As a component of its asset-liability management program, Jackson uses interest rate swap agreements 

(“Swap Agreements”) to match assets more closely to liabilities.  Swap Agreements are agreements to exchange 

with a counterparty interest rate payments of differing character (for example, variable-rate payments exchanged for 

fixed-rate payments) based on an underlying principal balance (notional principal), to hedge against changes in 

interest rates. 

Jackson also uses put-swaption contracts (“Put-Swaptions”) to hedge against changes in market interest 

rates and to assist in the management of the overall asset-liability position of Jackson.  Depending on its overall 

position – after considering any internal offsets between different types of business – Jackson may use Put-

Swaptions to mitigate the effects of increasing interest rates, such as declines in the market value of the asset 

portfolio as well as increased fixed annuity surrenders, or to mitigate the effects of decreasing interest rates, such as 

an increase in the value of variable annuity guaranteed benefits. 

A variety of other derivative transactions are employed in conjunction with the issuance of funding 

agreements (i) to Jackson National Life Funding, LLC, a Cayman Islands special purpose corporation which issues 

medium-term notes (“MTNs”) outside of the United States (the “EMTN Program”) and (ii) to the Trust pursuant to 

the Program (the Program together with the EMTN Program, the “MTN Programs”).  Through the MTN Programs, 

Jackson issues highly structured funding agreements, with different maturities, in different currencies and on 

different interest bases, to address the purchasers’ specific investment requirements.  Concurrent with the issuance 

of a funding agreement, Jackson may enter into one or more derivative contracts which offset the structural 

characteristics and effectively result in Jackson incurring a LIBOR rate-based U.S. dollar-denominated liability.   

Risks embedded in these derivatives can include, but are not limited to, currency risk, foreign or domestic 

equity risk, interest rate risk, credit risk and spread risk.  Jackson requires that all foreign currency MTN liabilities 

be converted to U.S. dollar-based liabilities.  Therefore, most liabilities with embedded risks as described above will 

have related derivative transactions. 

The inability of a counterparty to perform on its obligations could expose Jackson to material counterparty 

risk.  As such, Jackson manages its counterparty risk on MTN related trades with respect to both the 

creditworthiness of acceptable counterparties for any given trade and to the level of collateral posted against these 

transactions. 

The investments underlying Jackson’s FIA products can be divided into two main categories—fixed 

income and equity options and futures.  The fixed income investments are chosen to generate adequate returns, on 

an option-adjusted basis, to provide for the minimum guarantee offered in the FIA product line.  Equity options and 

futures are used in conjunction with the hedging of Jackson’s FIAs. 

The equity participation is achieved through a strategy which principally relies on OTC European call 

options and equity index futures.  Jackson may also use exchange traded put options and/or futures on various 

indices to hedge against the risk that market movements could cause losses to Jackson in excess of internal limits. 

There are risks associated with some of the techniques Jackson uses to provide liquidity, enhance its spread 

income and match its assets and liabilities.  The primary risk associated with Jackson’s repurchase agreements and 

derivative transactions is counterparty risk.  Jackson believes, however, that the counterparty risk associated with 

these transactions is mitigated because the counterparties are highly rated.  Jackson further mitigates counterparty 

risk by requiring collateralization at risk related exposure thresholds and by limiting its uncollateralized exposure to 
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any particular counterparty.  Collateral requirements and levels are managed on a daily basis.  Besides counterparty 

risk, these trades are also subject to interest rate risk.  However, Jackson’s positions typically hedge variable or fixed 

rate assets or liabilities, and interest rate fluctuations that adversely affect the net cash received or paid under the 

terms of a trade generally would be offset by changes in interest income earned on the variable rate assets or interest 

expense paid on the variable or fixed rate liabilities. 

The Institutional Products issued by Jackson generally guarantee the payment of principal and interest at 

either fixed or floating rates for a term of 1 to 10 years.  In the case of GICs sold to pension plans, certain 

withdrawals may be made at book value in the event of circumstances specified in the plan document, such as 

employee retirement, death, disability, hardship withdrawal or employee termination.  Funding agreements 

purchased for their long-term portfolios by banks, asset management firms, and MTN investors either prohibit 

withdrawals or permit scheduled book value withdrawals subject to the terms of the underlying indenture or 

agreement.  Funding agreements purchased by asset management firms for their short-term portfolios either prohibit 

withdrawals or permit withdrawals with notice ranging from 90 days to one year.  Jackson analyzes cash flow 

information and prices contracts accordingly so that it is adequately compensated for possible withdrawals prior to 

maturity.  Potential cash demands under a worst-case scenario are evaluated monthly by management. 

Variable annuity contracts written by Jackson may provide for guarantees for GMDBs, GMIBs, GMWBs 

or GMABs.  The GMDB stipulates that the contract holder’s beneficiary will receive a return of premium plus some 

minimum return and/or the highest prior anniversary value, irrespective of the actual value of the investments under 

the contract at the time of death.  The GMIB provides for a minimum floor level of benefits upon annuitization, 

regardless of the actual value of the investments under the contract at the time of annuitization.  A waiting period of 

10 years from issue is required before the guarantee is effective.  The not-for-life GMWB allows the owner to make 

periodic partial withdrawals of no more than a specified percentage of a benefit base, each year, until the benefit 

base is exhausted, regardless of the value of the investments underlying the contract.  The basis of the benefit is the 

initial premium, and may be increased upon benefit step-up as applicable.  The for-life GMWB allows the owner to 

make periodic partial withdrawals of no more than a specified percentage of a benefit base, each year, for the 

owner’s lifetime, regardless of the value of the investments underlying the contract.  The basis of the benefit is the 

initial premium, plus some minimum return (simple interest, per year) if utilization is deferred, and may be 

increased upon benefit step-up as applicable.  Given the limited withdrawals each year, the guarantee is effectively 

spread over a number of years (i.e., for life, or at least 10-20 years in the case of not-for-life benefits).  The GMAB 

provides a guaranteed return of the defined minimum value after a specified period.  Jackson charges a fee for these 

benefits.  The key risk for Jackson is that the value of contract investments will be less than the value guaranteed 

under the GMDB, GMIB, GMWB or GMAB.  Statutory reserves are required to be established for these benefits.  

Sales of GMIB and GMAB were discontinued in 2009 and 2011, respectively. 

Jackson’s equity risk associated with guarantees is principally hedged using OTC S&P 500 equity options 

and S&P 500 equity index futures.  In addition, Jackson considers certain inherent offsets in portfolio risk among its 

equity related products in determining the level of external hedging necessary.  Jackson also has a reinsurance 

agreement with a highly-rated unaffiliated reinsurer to cover GMIB benefits, so regardless of the emerging 

experience or reserving methodology used, the net retained risk related to GMIB is minimal. 

Besides the equity risk associated with variable annuity guarantees, the statutory reserving methodology 

may introduce volatility to Jackson’s reported statutory earnings.  Statutory reserves are calculated in accordance 

with Actuarial Guideline XLIII.  The Guideline requires reserves for these contracts to be based on the greater of the 

Standard Scenario Amount and the Conditional Tail Expectation Amount (“CTE Amount”).  The Standard 

Scenario Amount is the minimum floor determined using a single deterministic drop and recover scenario and using 

prescribed assumptions.  The CTE Amount is calculated using a projection of the assets and estimated liabilities 

supporting these contracts over a broad range of stochastically generated projection scenarios and using prudent 

estimate assumptions.  Under this methodology, an increase in reserves would result should the actual value of the 

investments fall relative to the value of the guarantee(s).  Alternatively, reserves would be reduced when the value 

of the investments rise relative to the value of the guarantee(s).  Management believes that this volatility in statutory 

earnings resulting from movement in equity markets does not reflect an underlying financial or operational 

weakness and does not affect Jackson’s ability to pay any obligations associated with the variable annuity portfolio.  

There is a risk that the volatility in statutory earnings could be misinterpreted by analysts not familiar with the 

reserving practices.   
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Evaluation of Invested Assets 

Jackson performs regular evaluations of its invested assets.  Management identifies monthly those 

investments that require additional monitoring and carefully reviews the carrying value of such investments to 

determine whether specific investments should be placed on a non-accrual status and to determine if any declines in 

value may be other than temporary.  In making these reviews, management principally considers the adequacy of 

any collateral, compliance with contractual covenants, the borrower’s recent financial performance, news reports 

and other externally generated information concerning the issuer’s affairs.  In the case of publicly traded bonds, 

management also considers market value quotations, if available.  For mortgage loans, management generally 

considers information concerning the mortgaged property and, among other things, factors impacting the current and 

expected payment status of the loan and, if available, the current fair value of the underlying collateral.  For 

investments in partnerships, management reviews the financial statements and other information provided by the 

general partners. 

The carrying values of investments that are determined to have declines in value that are other than 

temporary are reduced to net realizable value and, in determining whether an other than temporary impairment has 

occurred, Jackson considers a security’s forecasted cash flows as well as the severity and duration of depressed fair 

values.  Investment income is not accrued on securities in default and otherwise where the collection is uncertain.  

Subsequent receipts of interest on such securities are generally used to reduce the cost basis of the securities.  The 

provisions for impairment on mortgage loans are based on losses expected by management to be realized on 

transfers of mortgage loans to real estate, on the disposition and settlement of mortgage loans and on mortgage loans 

that management believes may not be collectible in full.  Accrual of interest on mortgage loans is suspended when 

principal or interest payments on mortgage loans are past due more than 90 days.  Interest is then accounted for on a 

cash basis. 

Federal Home Loan Bank Advances 

Jackson is a member of the regional FHLBI primarily for the purpose of participating in its mortgage-

collateralized loan advance program with short-term and long-term funding facilities.  Membership requires Jackson 

to purchase and hold a minimum amount of FHLBI capital stock plus additional stock based on outstanding 

advances.  Advances are in the form of either short-term or long-term notes or funding agreements issued to FHLBI.  

At both December 31, 2017 and 2016, Jackson held $125.4 million of FHLBI capital stock, supporting $1.9 billion 

and $1.8 billion of funding agreements at December 31, 2017 and 2016, respectively, included in liability for 

deposit-type contracts.  Jackson also held $600.1 million of short-term borrowings and a bank loan with an 

outstanding balance of $87.4 million at December 31, 2017.  Jackson held $500.1 million of short-term borrowings 

and a bank loan with an outstanding balance of $92.5 million at December 31, 2016.     

Recent Developments – Three Months Ended March 31, 2018 Compared to Three Months Ended March 31, 

2017 

 

Premiums and Annuity Considerations totaled $4,794.7 million for the three months ended March 31, 

2018, as compared to $4,849.0 million for the same period in 2017. Total variable annuity premiums were $4,068.5 

million for the three months ended March 31, 2018, compared to $4,120.4 million for the same period in 2017.  

Included in variable annuity premiums were Elite Access premiums of $593.6 million for the three months ended 

March 31, 2018, compared to $668.0 million for the same period in 2017. Fixed index annuity premiums received 

during the first quarter of 2018 totaled $90.2 million, compared to $96.1 million received in 2017.  Sales of fixed 

annuities during the first quarter of 2018 totaled $118.7 million, compared to $148.1 million in the same period of 

2017. Jackson sold $304.6 million of institutional products during the first quarter of 2018, compared to $1,452.1 

million in the first quarter of 2017. 

  

Net Loss totaled $342.1 million for the three months ended March 31, 2018, compared to a net loss of 

$108.6 million for the three months ended March 31, 2017.  This increase in net loss was primarily due to the 

impacts of changes in equity markets and interest rates on guaranteed benefit reserves, including voluntary reserves, 

partially offset by lower realized losses on S&P futures.  Additionally, because the Company has a net loss, the 

lower tax rates resulting from tax reform provided a smaller net tax benefit.  
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Capital and Surplus was $4.62 billion at March 31, 2018, compared to $3.88 billion at December 31, 2017.  

The increase in capital and surplus was primarily due to an increase in unrealized gains ($941.3 million) and net 

admitted deferred tax asset ($96.1 million), partially offset by the net loss of $342.1 million. 

 

Total Admitted Assets decreased to $227.7 billion at March 31, 2018, from $228.8 billion at December 31, 

2017.   

 

As described in “Business of Jackson,” the Company received approval from the DIFS regarding the use of 

a permitted practice which allows the Company to report the effectiveness of its hedging program related to certain 

interest rate swaps consistent with the system the Company has adopted in accordance with Section 943(2) of the 

Michigan Insurance Code, as opposed to SSAP No. 86 – Accounting for Derivative Instruments and Hedging 

Activities.  As a result, hedging transactions thus identified as effective are reported pursuant to the accounting 

guidance set forth in NAIC SSAP No. 86.  The capital impact of this permitted practice, reflected as special surplus 

funds, was to decrease capital and surplus by $197.5 million at March 31, 2018 and $480.2 million at December 31, 

2017, with no effect on net income. 

 

Jackson’s investment portfolio is broadly diversified among sectors and issuers.  Below investment grade 

bonds totaled 2.3% of total cash and invested assets at both March 31, 2018 and December 31, 2017.   

 

Jackson had gross unrealized gains of $1,661.4 million and gross unrealized losses of $533.8 million on its 

debt securities at March 31, 2018.  Of the total carrying value of bonds in an unrealized loss position at March 31, 

2018, 96% were investment grade.  Unrealized losses on bonds that were below investment grade comprised 5% of 

the aggregate gross unrealized loss on debt securities.  For statutory reporting, Jackson’s debt securities are 

generally reported at amortized cost, meaning the unrealized gains and losses are not reflected in income or capital 

and surplus. Impairment charges on fixed maturities totaled $2.2 million for the three months ended March 31, 2018. 

 

Results of Operations – Year Ended December 31, 2017 Compared to Year Ended December 31, 2016 

2016 Reinsurance Transactions 

 

Jackson executed two reinsurance transactions in 2016. 

 

Effective December 30, 2016, Jackson executed a reserve financing transaction whereby $623.3 million of 

level premium term reserves were ceded to a captive subsidiary.  Jackson received a ceding commission of $319.2 

million, equal to the excess of statutory basis reserves over the reserves calculated in accordance with Actuarial 

Guideline 48.  The effect of the transaction was that the risk on the $319.2 million of statutory basis redundant term 

life reserves was transferred to a third party reinsurer. 

 

Effective December 31, 2016, Jackson amended its variable annuity reinsurance agreement with its 

subsidiary, Jackson NY.  Prior to the amendment, the agreement ceded to Jackson 90% of the guaranteed minimum 

withdrawal benefits liability associated with variable annuity contracts issued by Jackson NY.  The purpose of the 

amendment was to transfer to Jackson 90% of the total variable annuity contract risk associated with variable 

annuities issued by Jackson NY.  This transfer allows for better alignment with risk mitigation strategies employed 

at the parent company level.  Because of the differences in variable annuity reserve modeling between Jackson and 

Jackson NY, the transaction resulted in a $46.2 million after tax benefit to Jackson. 

 

As both of these reinsurance agreements were comprised of contracts inforce at the date of the transaction, 

the net, after tax, impact of the transactions of $365.3 million was excluded from net income and recorded directly 

to surplus. 

 

2017 Tax Reform 

 

Enactment of the Tax Cuts and Jobs Act on December 22, 2017 had two significant impacts on year-end 

2017 deferred tax balances.  First, the new tax law changed the corporate tax rate from 35% to 21%.  Under 

statutory accounting principles, this enactment required Jackson to revalue its gross deferred tax assets and liabilities 

to the new rate, which reduced net gross deferred tax assets by $797.4 million.  Second, the new tax law eliminated 
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the ability to carry back ordinary tax losses to the previous three years.  This had a direct impact on the Jackson’s 

ability to admit deferred taxes under SSAP101 paragraph 11(a) and reduced net admitted deferred tax assets by 

$803.5 million.  Because Jackson’s net admitted deferred tax assets are currently limited to carry back plus 15% of 

surplus, the total impact on net admitted deferred tax assets was a reduction of $803.5 million. 

 

Net Income 

 

Pretax operating income totaled $3,844.7 million for the year ended December 31, 2017, as compared to 

$4,052.8 million for the year ended December 31, 2016.  The decrease in pretax operating income was primarily due 

to a decrease in commissions and expense allowances on reinsurance ceded ($325.0 million), a decrease in 

investment income ($210.2 million), and a smaller decrease in voluntary reserves ($200.0 million), offset somewhat 

by an increase in fee income ($437.7 million) and a larger decrease in variable annuity guaranteed benefit reserves 

($242.8 million). 

 

Net income totaled $168.4 million for the year ended December 31, 2017, as compared to a net loss of 

$563.8 million for the year ended December 31, 2016.  This increase was primarily due to a $912.4 million decrease 

in federal income taxes, primarily due to the timing of the deductibility of the hedge amounts and the increase in 

dividends received deduction.   

 

Sales and Revenues 

 

Premiums and annuity considerations totaled $19.00 billion for the year ended December 31, 2017, as 

compared to $18.63 billion in 2016.  In 2017, variable annuity premiums were $16.12 billion, compared to $15.85 

billion in 2016.  Sales continue to be impacted by the market disruption caused by the publication of the Department 

of Labor rules. 

 

In 2017, net investment income, which represents gross income earned on invested assets reduced by 

investment expenses, decreased to $3.69 billion from $3.90 billion in 2016.  Gross investment income earned on 

invested assets totaled $3.83 billion in 2017, compared to $4.02 billion in 2016.  The yield earned on average 

invested assets, adjusted for various leverage transactions, decreased to 6.18% on average adjusted invested assets of 

$59.76 billion in 2017, compared to 6.57% on average adjusted invested assets of $59.40 billion in 2016.   

 

In 2017, fee income from separate accounts increased to $3.71 billion from $3.28 billion in 2016, primarily 

due to a $19.63 billion higher average separate account balance in 2017, a result of positive variable annuity flows 

and positive market returns. 

 

Other income increased to $643.9 million in 2017 from $346.7 million in 2016.  Other income in both 2017 

and 2016, was comprised primarily of marketing fees, which increased due to higher average separate account 

balances, and general account policy fees. 

 

Reserves, Benefits and Expenses  

 

Annuity benefits and annuity and life surrenders, which include systematic withdrawals and death benefits 

on annuities, as well as annuity surrender benefits and partial withdrawals, increased to $16.60 billion in 2017 from 

$13.00 billion in 2016.  The increase is primarily due to an increase in variable annuity surrenders and systematic 

withdrawals as the business matures and a much larger base of in-force contracts.  As a percentage of mean account 

value, variable annuity withdrawal rates increased from 5.19% in 2016 to 5.79% in 2017.  Fixed annuity surrender 

rates also increased as withdrawals were 7.32% and 6.22% of the mean account value in 2017 and 2016, 

respectively.  As a percentage of mean life reserves, life withdrawal rates increased from 2.55% in 2016 to 2.61% in 

2017.  Jackson regularly monitors liquidity and believes that the investment portfolio and other sources of funds 

provide sufficient liquidity for anticipated general account withdrawals.   

  

In 2017, aggregate reserves for life and annuity contracts decreased $2,802.1 million, compared to a 

decrease of $42.3 million in 2016.  The significant decrease in reserves in 2017 was due primarily to the increased 

surrenders and the decrease in guaranteed benefit reserves resulting from favorable separate account returns.  The 

average interest rate credited on interest sensitive liabilities (excluding institutional product and fixed-index annuity 
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liabilities) was 3.41% in 2017, as compared to 3.47% in 2016, primarily due to lower crediting rates being 

established upon inforce policy anniversary dates, as well as lower crediting rates on new business in 2017.   

 

 At December 31, 2017 and 2016, Jackson recorded nil and $400.0 million, respectively, of additional voluntary 

variable annuity reserves in excess of those required under minimum statutory standards as defined in Actuarial 

Guideline XLIII.  The voluntary reserve decreased $400.0 million in 2017, compared to a $600.0 million decrease in 

2016. 

 

Interest credited on institutional investment products totaled $193.5 million in 2017, as compared to $132.0 

million in 2016, due to an increase in the average balance of $1,577.5 million and higher crediting rates.   

 

Commissions increased to $1.83 billion in 2017, compared to $1.60 billion in 2016, due primarily to an 

increase in asset based commissions accompanying higher policy account values, which were offset by higher fees.  

Average commission rates on direct business decreased to 5.50% of total premiums in 2017, from 5.62% in 2016, as 

more agents elected asset based commissions.   

 

In 2017, general insurance expenses increased to $706.3 million from $606.2 million in 2016.  The increase 

in expenses was due primarily to an increase in compensation related costs, largely due to headcount increases to 

manage the growing inforce book. 

 

Net transfers to separate accounts decreased to $5.28 billion in 2017 from $5.37 billion in 2016, primarily 

due to the higher surrenders and systematic withdrawals. 

 

Federal income tax expense on operations totaled $1,048.1 million in 2017, compared to $1,960.5 million 

in 2016, resulting in effective tax rates of 27.3% and 48.4% in 2017 and 2016, respectively.  The effective tax rate 

differs from the expected 35% rate, primarily due to the timing of the deductibility of the hedge amounts, dividends 

received deduction and the change in non-deductible voluntary variable annuity guaranteed benefits reserves.  

 

Realized Gains and Losses 

Realized gains and losses were as follows (in millions): 

 

 

Jackson’s hedging program is structured to manage the economic impact of movements in interest rates and 

equity levels, rather than the accounting results.  However, additional considerations will be given where variable 

annuity statutory requirements diverge significantly as compared to the economic basis.  Accordingly, while the 

program remains effective on an economic basis, results may differ from the accounting perspective in any discrete 

period.  From an economic point of view, current losses on derivative instruments, driven primarily by increasing 

equity markets, are offset by the benefit of higher future fees and lower future benefits on increased separate account 

balances.  However, given the nature of the regulatory accounting requirements, these future impacts are not fully 

reflected in the current year accounting results. 

 

2017 2016

Net realized gains (losses):

    Sales of bonds (29.2)$           458.7$          

    Sales of stocks 9.7                9.7                

    Derivative instruments (3,884.2)        (4,169.2)        

    Other assets (0.4)               0.8                

    Impairment writedowns (50.1)             (118.9)           

        Total (3,954.2)        (3,818.9)        

Less: Transferred to IMR (36.2)             146.9            

Transferred to AVR (3,918.0)        (3,965.8)        

Tax benefit 1,289.8         1,309.7         

Per Income Statement (2,628.2)$      (2,656.1)$      



 

60 

Net realized capital gains and losses transferred to the interest maintenance reserve (“IMR”) are amortized 

into income over the approximate remaining lives of the investments sold.  Losses of $36.2 million and gains of 

$146.9 million were transferred to the IMR in 2017 and 2016, respectively.  At December 31, 2017 and 2016, the 

IMR balance was $171.9 million and $300.6 million, respectively.   

 

Financial Condition and Liquidity 

 

Capital and surplus was $3.88 billion at December 31, 2017, compared to $4.92 billion at December 31, 

2016.  The decrease in capital and surplus was comprised primarily of a decrease in net admitted deferred tax asset 

($1,109.3 million), due primarily to the elimination of $803.5 million of loss carrybacks resulting from the new tax 

law, and a dividend payment ($600.0 million), partially offset by an increase in unrealized gains ($476.3 million) 

and net income ($168.4 million).   

 

Admitted assets totaled $228.79 billion at December 31, 2017, as compared to $204.78 billion at December 

31, 2016.  This increase is primarily attributable to a $25.75 billion increase in separate account assets supporting 

variable annuity liabilities.  The increase in separate account assets was primarily due to positive variable annuity 

net flows and positive market performance. 

 

Jackson received approval from the DIFS regarding the use of a permitted practice.  Since being initially 

granted, the permitted practice has been extended annually by the commissioner with a current expiration date of 

October 1, 2018.  The permitted practice allows Jackson to carry interest rate swaps at book value, as if statutory 

hedge accounting were in place, instead of at fair value as would have been otherwise required.  As a condition of 

granting the permitted practice, Jackson must demonstrate the effectiveness of its interest rate swap program 

pursuant to the Michigan Insurance Code.  The capital impact of the permitted practice, reflected as special surplus, 

was to decrease statutory surplus by $480.2 million at December 31, 2017 and $413.0 million at December 31, 2016, 

with no effect on net income.  Jackson’s adjusted capital and surplus was well in excess of regulatory requirements 

both with and without the permitted practice. 

 

 General account cash and invested assets totaled $61.90 billion at December 31, 2017, as compared to 

$61.77 billion at December 31, 2016. 

 

 Jackson’s investment portfolio is broadly diversified among sectors and issuers.  Below investment grade 

bonds totaled 2.3% of cash and invested assets at both December 31, 2017 and December 31, 2016.  Jackson’s direct 

exposure to the subprime mortgage market is $137.6 million at December 31, 2017.  Most of this exposure is in 

fixed rate, residential mortgage-backed securities that hold first liens on the underlying collateral.  Jackson had gross 

unrealized gains of $2,550.7 million and gross unrealized losses of $105.3 million on its debt securities at December 

31, 2017.  Of the total carrying value of bonds in an unrealized loss position at December 31, 2017, 94% were 

investment grade.  Unrealized losses on bonds that were below investment grade comprised 13% of the aggregate 

gross unrealized loss on debt securities.  For Statutory reporting, Jackson’s debt securities are primarily reported at 

amortized cost, so the unrealized gains and losses are generally not reflected in income or capital and surplus.  At 

December 31, 2017, Jackson held $5.15 billion of government securities, down from $6.26 billion at December 31, 

2016.   

 

Mortgage loans with balances totaling $8.44 billion at December 31, 2017, consisted of 492 commercial 

first mortgage loans with an average loan balance of approximately $17.2 million, collateralized by properties 

located in 40 states and the District of Columbia.  Approximately 34% of this portfolio was multi-family residential, 

28% was distribution/warehouse, 19% was retail, 11% was office and 8% was hotel.  At December 31, 2017, 

approximately 15% of this portfolio was secured by properties located in California, 12% by properties located in 

Texas, 7% by properties located in Florida, and no more than 6% of this portfolio was secured by properties in any 

other single state.   

 

At the time of their origination or purchase, Jackson’s mortgage loans had loan-to-value ratios of 80% or 

less.  At year-end 2017 and 2016, loans delinquent by more than 90 days, foreclosed loans and restructured loans 

were not significant in relation to the total mortgage loan portfolio.  
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Other invested assets, which totaled $1.21 billion at December 31, 2017, were comprised of investment 

vehicles that primarily have holdings in unaffiliated private equities of $787.2 million, investment in affiliates of 

$363.9 million, other unaffiliated investments of $32.1 million and affiliated notes of $22.0 million.  Other invested 

assets are generally accounted for using the equity method of accounting.   

 

Investments in common and preferred stocks are minimal, representing less than 2% of cash and invested 

assets at December 31, 2017.  Jackson’s investments in common stocks are primarily investments in subsidiaries. 

 

At December 31, 2017, derivatives were primarily comprised of $55.25 billion notional amount of options, 

$17.00 billion aggregate notional amount of swaps and $2.00 billion in aggregate notional amount of put swaptions.  

Interest rate swaps with a book/adjusted carrying value of nil and fair value of $417.5 million were reported at 

book/adjusted carrying value per the aforementioned permitted practice.  Overall, the net fair value of Jackson’s 

derivatives at December 31, 2017, was $2,172.5 million, as compared to $951.3 million at December 31, 2016.  

Included in surplus at December 31, 2017 and 2016, were unrealized gains on derivatives of $349.3 million and 

losses of $165.8 million, respectively.  These unrealized gains and losses exclude unrealized gains on interest rate 

swaps due to the permitted practice. 

 

Jackson is a member of the FHLBI, primarily for the purpose of participating in its mortgage-collateralized 

loan advance program with short-term and long-term funding facilities.  Advances are in the form of short-term or 

long-term notes or funding agreements issued to the FHLBI and are collateralized by commercial mortgage-related 

securities and commercial mortgage loans. 

Jackson maintains short-term funding facilities with the FHLBI.  Interest rates on advances were either 

fixed or variable and based on the FHLBI cost of funds or market rates.  At December 31, 2017 and 2016, advances 

of $600.1 and $500.1 million were outstanding, respectively.  There was $3.4 million and $594 thousand of interest 

paid on such borrowings in 2017 and 2016, respectively. 

Jackson received loans of $50.0 million from the FHLBI under its community investment program in 2015 

and 2014, which amortize on a straight line basis over the loan term.  The weighted average interest rate on these 

loans was 0.94% in 2017 and 0.45% in 2016.  The outstanding balance on these loans was $87.4 million and $92.5 

million at December 31, 2017 and 2016, respectively.  During 2017 and 2016, interest expense for these loans 

totaled $805 thousand and $405 thousand, respectively.   

Additional sources of liquidity include premium deposits, investment income and cash provided from 

maturing or sold investments.  With 72% of Jackson’s cash and invested assets being comprised of bonds and cash 

and cash equivalents, Jackson’s investment portfolio is highly liquid.  Considering the composition of Jackson’s 

investment and liability portfolio coupled with significant new annual sales and credit availability through funding 

agreements issued to, and short-term borrowings from, the FHLBI, Jackson is well positioned to meet its current and 

future cash needs. 

Jackson carefully monitors cash and short-term investments to maintain adequate balances for timely 

payment of claims, policy benefits, expenses and taxes.  In addition, regulatory authorities establish minimum 

liquidity and capital standards.  
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CAPITALIZATION OF JACKSON 

The following table sets forth the capitalization of Jackson at March 31, 2018 under statutory accounting 

practices. 

An insurer’s Asset Valuation Reserve (“AVR”) is intended to stabilize surplus from fluctuations in the 

statutory value of the insurer’s investment portfolio.  The AVR is included in Total Capital, Surplus and AVR in the 

following table, even though such reserves are shown as a liability on Jackson’s statutory balance sheets.  This 

treatment is consistent with the general view of the insurance industry.  Such reserves are also included as part of 

total adjusted capital for RBC purposes. 

 March 31, 2018 

(in millions) 

AVR ...................................................................................   $ 560.1 

Capital and Surplus:  

Capital stock (12 million issued/outstanding 

common shares at $1.15 par value) (1) ...............  13.8 

Surplus:  

Surplus notes .......................................................  249.5 

Gross paid in and contributed surplus .................  3,233.8 

Special Surplus Funds (2) (197.5) 

Unassigned surplus..............................................  1,320.5 

Total surplus ........................................................  4,606.3           

Total capital and surplus .....................................  4,620.1 

Total Capital, Surplus and AVR (3) ....................   $ 5,180.2 

 

 (1) Jackson’s authorized capital stock consists of 50,000,000 common shares with a par value of 

$1.15 each. 

(2)  Special Surplus Funds consists of the surplus impact of the Jackson’s permitted practice. 

 (3) Jackson has confirmed that since March 31, 2018, there has been no significant change in the 

financial or trading position of Jackson. 
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DESCRIPTION OF THE NOTES 

The following description of the terms and conditions of the Notes sets forth certain general provisions.  It 

does not purport to be complete and is subject to the relevant Final Terms and the detailed provisions of the Notes 

and the Indenture, copies of which will be on file with the Indenture Trustee and the Irish Paying Agent (for the 

Notes admitted to trading on the regulated market of Euronext Dublin) and the Principal Paying Agent (for Notes 

not admitted to trading on the regulated market of Euronext Dublin).  Capitalized terms used herein have the same 

meanings as those used in the Indenture unless the context otherwise requires.  The Final Terms for a series of 

Notes will specify terms for such series of Notes. 

General 

Series Indenture.  Each series of Notes will be issued under, subject to and entitled to the benefits of the 

Indenture and a separate Series Indenture by and between the Trust, with respect to the relevant Series Trust, and the 

Indenture Trustee. 

Calculation Agent.  For the purposes of making determination or calculations of interest rates, interest 

amounts, redemption amounts or any other matters requiring determination or calculation in accordance with the 

Final Terms for any Series of Notes, the Trust may appoint a calculation agent (the “Calculation Agent”) for such 

purposes, in accordance with the provisions of the Indenture, and such Calculation Agent shall be specified in the 

applicable Final Terms.  The Calculation Agent, once appointed, cannot resign its appointment or have its 

appointment revoked by the relevant Series Trust, in respect of any Series of Notes, until a successor has been 

appointed by the relevant Series Trust as the Calculation Agent of the relevant Series Trust in relation to such Series 

of Notes and notice of such appointment has been given in accordance with the terms and conditions of the Notes. 

Tranches of Notes.  Each series of Notes may be comprised of one or more tranches issued on different 

issue dates provided that any subsequently issued tranche of Notes constitutes a “qualified reopening” of the original 

issuance of such series of Notes, as defined in Treasury Regulations Section 1.1275-2(L)(3).  The Notes of each 

series will all be subject to identical terms, except that the issue date, the issue price and the amount of the first 

payment of interest may be different with respect to different tranches.  The Notes of each tranche will all be subject 

to identical terms in all respects except that a tranche may comprise Notes of different denominations. 

Security.  The Notes issued under each Series Indenture will be secured by the Pledged Estate of the Series 

Trust for such series of Notes.  The Notes will be solely obligations of the relevant Series Trust, and will not be 

guaranteed by any person, including but not limited to any Initial Purchaser or Jackson or any other Series Trust or 

any of their respective affiliates. 

Status of the Notes.  The Notes of a series constitute direct, unconditional, unsubordinated and secured non-

recourse obligations of the relevant Series Trust and rank pari passu without any preference among themselves. 

Admission to trading.  Application has been made to Euronext Dublin for the Notes issued under the 

Program to be admitted to trading.  However, Notes may also be (i) admitted to trading on any other regulated 

market, (ii) admitted to trading on a securities exchange which is not a regulated market, or (iii) not admitted to 

trading on any regulated market or any other securities exchange.  Any Notes admitted to trading on Euronext 

Dublin or on any other regulated market will be admitted to trading in minimum denominations of €100,000 or 

greater (or the equivalent thereof in another currency at the time of issue). 

Terms Specified in Final Terms.  Final Terms will specify the particular terms of any issuance of the Notes 

not otherwise specified in this Offering Memorandum. 

Some Definitions.  The following terms are used frequently in this Offering Memorandum: 

A “Business Day” means, subject to the provisions of the applicable Final Terms, any day, other than a 

Saturday or Sunday, (a) that is neither a legal holiday nor a day on which banking institutions are authorized or 

required by law or regulation to close (x) in The City of New York or London or (y) for Notes denominated in a 
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Specified Currency other than U.S. dollars, Australian dollars or euros, in the principal financial center of the 

country of the Specified Currency or (z) for Notes denominated in Australian dollars, in Sydney, and (b) for Notes 

denominated in euros, that is also a day on which the Trans-European Automated Real-time Gross Settlement 

Express Transfer system (“TARGET”) is operating. 

“Euro LIBOR Notes” means LIBOR Notes for which the index currency is euros. 

An “Interest Payment Date” for any Note means a date on which, under the terms of that Note, regularly 

scheduled interest is payable. 

“ISDA Definitions” means, subject to the provisions of the applicable Final Terms, the 2006 ISDA 

Definitions, as amended and updated as at the date of issue of the first Notes of the relevant series (as specified in 

the relevant Final Terms) as published by the International Swaps and Derivatives Association, Inc. 

“London Banking Day” means any day on which dealings in deposits in the relevant index currency are 

transacted in the London interbank market. 

The “Record Date” for any Interest Payment Date is the close of business on the first day immediately 

prior to that Interest Payment Date on which the relevant clearing system is open for business; provided, that for any 

Definitive Registered Notes, the Record Date for any Interest Payment Date is the close of business on the fifteenth 

day immediately prior to that Interest Payment Date. 

“Specified Denomination” means €100,000 and integral multiples of €1,000 in excess thereof, unless as 

otherwise set forth in the Final Terms in instances where the Notes are not admitted to trading on the regulated 

market of Euronext Dublin nor listed on any other regulated markets. 

“TARGET Settlement Day” means any day on which the Trans-European Automated Real-time Gross 

Settlement Express Transfer System is open. 

“Day Count Fraction” means, in respect of the calculation of an amount for any period of time 

(“Calculation Period”), one of the following day count fractions, which will be specified in the Final Terms: 

(i) “Actual/365” or “Actual/Actual (Historical)”:  the actual number of days in the Calculation 

Period divided by 365 (or, if any portion of the Calculation Period falls in a leap year, the sum of (a) the actual 

number of days in that portion of the Calculation Period falling in a leap year divided by 366 and (b) the actual 

number of days in that portion of the Calculation Period falling in a non-leap year divided by 365); 

(ii) “Actual/365 (Fixed)”:  the actual number of days in the Calculation Period divided by 365; 

(iii) “Actual/360”:  the actual number of days in the Calculation Period divided by 360; 

(iv) “30/360”:  the number of days in the Calculation Period in respect of which payment is being 

made divided by 360, calculated on a formula basis as follows: 

Day Count Fraction =  [360 x (Y2 – Y1)] + [30 x (M2 – M1)] + (D2 – D1)  

     360 

where: 

“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day included in 

the Calculation Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation Period falls; 
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“M2” is the calendar month, expressed as number, in which the day immediately following the last day 

included in the Calculation Period falls; 

“Dl” is the first calendar day, expressed as a number, of the Calculation Period, unless such number would 

be 31, in which case Dl will be 30; and 

“D2” is the calendar day, expressed as a number, immediately following the last day included in the 

Calculation Period, unless such number would be 31 and Dl is greater than 29, in which case D2 will be 30;  

(v) “30E/360” or “Eurobond Basis”:  the number of days in the Calculation Period or Compounding 

Period in respect of which payment is being made divided by 360, calculated on a formula basis as follows: 

Day Count Fraction =  [360 x (Y2 – Y1)] + [30 x (M2 – M1)] + (D2 – D1)  

     360 

where: 

“Yl” is the year, expressed as a number, in which the first day of the Calculation Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day included in 

the Calculation Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following the last day 

included in the Calculation Period falls; 

“Dl” is the first calendar day, expressed as a number, of the Calculation Period, unless such number would 

be 31, in which case D1 will be 30; and 

“D2” is the calendar day, expressed as a number, immediately following the last day included in the 

Calculation Period , unless such number would be 31, in which case D2 will be 30; and 

(vi) “Actual/Actual (Bond)” if the Interest Payment Dates all fall at regular intervals between the 

Issue Date and the Maturity Date:  the number of days in the Calculation Period divided by the product of (a) the 

number of days in the Interest Period in which the Calculation Period falls and (b) the number of Interest Periods in 

any period of one year. 

Forms of Notes 

The Notes of a particular series will be offered on a continuing basis and will be issued either as global 

Notes or as definitive Notes, and either in fully registered form or, with respect to global Notes only and subject to 

certain U.S. tax requirements, in bearer form. 

Global Notes in Registered Form.  For Notes in global registered form, the relevant Series Trust will issue 

one or more global certificates representing the entire issue of such Notes.  Except as set forth in this Offering 

Memorandum on page 78 under “Description of the Notes—Global Notes,” or in the relevant Final Terms, an 

investor may not exchange global Notes or interests in global Notes for definitive Notes. 

Each Rule 144A Global Note will be deposited with the Custodian as custodian for, and registered in the 

name of the 144A Nominee, as nominee of DTC.  Subject to the provisions of the applicable Final Terms, each 

global Note certificate representing global Notes in registered form which are offered and sold outside the United 

States will be registered in the name of the Regulation S Nominee, as nominee for, and deposited with the Common 

Depositary, as common depositary for, and in respect of interests held through Euroclear and Clearstream.  A further 
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description of each of DTC’s, Euroclear’s and Clearstream’s procedures for global Notes is set forth in this Offering 

Memorandum under “Description of the Notes—Global Notes.” 

Each Regulation S Temporary Global Registered Note initially representing Registered Notes of a series 

offered and sold outside of the United States in reliance on Regulations S under the Securities Act will be registered 

in the name of the Regulation S Nominee, as nominee for, and deposited with the Common Depositary, as common 

depositary for, and in respect of interests held through, Euroclear and Clearstream (or such other clearing systems as 

may be specified in the relevant Final Terms) for the respective accounts of the purchasers of such Notes.  

Beneficial interests in a Regulation S Temporary Global Registered Note will be exchanged for beneficial interests 

in a Regulation S Permanent Global Registered Notes as described under “Description of the Notes—Global Notes.” 

Registered Notes in Definitive Form.  If the Registered Notes are represented by Notes in definitive form, 

the Note will name the investor or the investor’s nominee as the owner of the Note.  The person named in the Note 

register will be considered the owner of the Note for all purposes under the Indenture.  For example, if the 

Noteholders are asked to vote on a proposed amendment to the Notes, the person named in the Note register would 

be asked to cast any vote regarding that Note.  If the Noteholder has chosen to have some other entity hold the 

Notes, that entity would be considered the owner of the Note for the record and will be entitled to cast the vote 

regarding such Note.  Definitive Notes may not be exchanged for global Notes or interests in global Notes.  See 

“Description of the Notes—Global Notes.” 

Regulation S Global Notes in Bearer Form.  For Regulation S Notes in global bearer form, the relevant 

Series Trust will issue one or more global certificates representing the entire issue of such Notes, which will be 

deposited by its issue date as a Regulation S Temporary Global Bearer Note with the Common Depositary as 

common depositary for Euroclear and/or Clearstream, or such other depositary for such other relevant clearing 

system as specified in the applicable Final Terms and will become exchangeable for a Regulation S Permanent 

Global Bearer Note as described under “Description of the Notes—Global Notes.” Except as set forth in this 

Offering Memorandum on page 78 under “Description of the Notes—Global Notes,” an investor may not exchange 

its interest in global Bearer Notes for definitive Registered Notes.  A further description with respect to the issuance 

and transfer of and payment on global Bearer Notes is set forth in this Offering Memorandum under “Description of 

the Notes—Global Notes.” 

Registered Notes may not be exchanged for Bearer Notes. 

Denominations.  Each Series Trust will issue the Notes, subject to the provisions of the applicable Final 

Terms: 

 for U.S. dollar-denominated Notes, in minimum denominations of $2,000 and integral multiples of 

$1,000 in excess thereof; or 

 any Notes admitted to trading on the regulated market of Euronext Dublin or listed on any other 

regulated market, or offered to the public in any Member States of the EEA, in circumstances 

which require the publication of a prospectus under the Prospectus Directive will be issued in 

minimum denominations of €100,000 and integral multiples of €1,000 thereafter (or the equivalent 

thereof in another currency at the time of issue). 

Authorized Program Amount.  The authorized amount of the Notes which may in the aggregate be issued 

by the Series Trusts is U.S. $20,000,000,000.  For this purpose, any Notes denominated in another currency shall be 

translated into U.S. Dollars at the date of the relevant Terms Agreement using the spot rate of exchange for the 

purchase of such currency against payment of U.S. Dollars being quoted by the relevant Paying Agent on such date 

or such other rate as the relevant Series Trust and the relevant Paying Agent may agree.  The Authorized Program 

Amount may be increased from time to time, subject to compliance with the relevant provisions of the Purchase 

Agreement. 
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Payments 

Payments, Exchanges and Transfers.  Noteholders may present Registered Notes for payment of principal, 

premium, if any, and interest, if any, register the transfer of the Notes and exchange Registered Notes at the office of 

the Irish Paying Agent (as defined below) in Ireland and at the office of the Registrar, maintained by the relevant 

Series Trust for that purpose.  Payments with respect to Bearer Notes will be made solely upon surrender of the 

relevant coupons (for interest payments with respect to Bearer Notes having coupons attached upon initial delivery) 

or presentation of the Notes (for interest payments with respect to Bearer Notes not having coupons attached upon 

initial delivery and for principal payments) at the specified office of any of the Paying Agents of the relevant Series 

Trust outside the United States and its possessions.  Payments of interest due on Bearer Notes will not be made at 

the office of any Paying Agent in the United States or its possessions unless such payment is illegal or effectively 

precluded by exchange controls or other similar restrictions at all of the specified offices of Paying Agents outside 

the United States and its possessions, and such payment is otherwise permitted by applicable U.S. law. 

Holders of global Notes may transfer and exchange Notes only in the manner and to the extent set forth 

under “Description of the Notes—Global Notes” in this Offering Memorandum.  On the date of this Offering 

Memorandum, the agent for the payment, transfer and exchange of the Notes is the Paying Agent.  In the event that 

another Paying Agent is appointed with respect to a Series of Notes, notice will be made promptly in a leading daily 

newspaper having general circulation in Ireland (expected to be the Irish Times). 

A Series Trust will not be required to: 

 register the transfer of or exchange the Notes to be redeemed for a period of fifteen calendar days 

preceding the mailing of the relevant notice of redemption, 

 exchange a Note in registered form for a Note in bearer form, or 

 register the transfer of or exchange any Registered Note selected for redemption in whole or in 

part, except the unredeemed or unpaid portion of that Registered Note being redeemed in part. 

No service charge will be made for any registration of transfer or exchange of the Notes, but the Series 

Trust may require payment of a sum sufficient to cover any tax or other governmental charge payable in connection 

with the registration of transfer or exchange of the Notes. 

Irish Paying Agent.  For so long as the Notes issued by any Series Trust are admitted to trading on the 

regulated market of Euronext Dublin, and to the extent required by the guidelines of such exchange, the relevant 

Series Trust will maintain a Paying Agent in Ireland (the “Irish Paying Agent”). 

Recipients of Payments.  Payments of interest on Registered Notes will be made by the Paying Agent to the 

person in whose name the Note is registered at the close of business on the applicable Record Date.  Payments of 

interest on Bearer Notes will be made by the Paying Agent to the person surrendering the relevant coupon (in the 

case of Bearer Notes initially delivered with coupons attached) or presenting the Note (in the case of Bearer Notes 

initially delivered without coupons attached) on or after the applicable Interest Payment Date.  However, upon 

maturity, redemption or repayment of the Note, payments of interest will be made by the Paying Agent to the person 

to whom it pays the principal of the Note. 

Global Registered Notes.  The Paying Agent will make payments of principal, premium, if any, and 

interest, if any, to the account of DTC or its nominee or Euroclear, Clearstream or the nominee of their common 

depositary or such other clearing system or its nominee, as holder of global Notes in registered form, by wire 

transfer of immediately available funds.  See “Description of the Notes—Global Notes” below. 

Registered Notes in Definitive Form.  Except as indicated below under “Payment Procedures for Rule 144A 

Notes Denominated in a Foreign Currency,” for payments of interest at maturity, redemption or repayment, the 

Paying Agent will make U.S. dollar payments of interest either: 
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 by check mailed to the address of the person entitled to payment as shown on the Note register; or 

 for a registered holder of at least $10,000,000 in aggregate principal amount of definitive Notes 

having the same Interest Payment Date, by wire transfer of immediately available funds, if the 

holder has given written notice to the Paying Agent not later than 15 calendar days prior to the 

applicable Interest Payment Date. 

U.S. dollar payments of principal, premium, if any, and interest, if any, upon maturity, redemption or repayment on 

a Note will be made in immediately available funds against presentation and surrender of the Note. 

Payment Procedures for Rule 144A Notes Denominated in a Foreign Currency.  Rule 144A Notes payable 

in a Specified Currency other than U.S. dollars will provide that a beneficial owner of those Notes may elect to 

receive all or a portion of the payments of principal, premium, if any, or interest, if any, in U.S. dollars.  In those 

cases, DTC will elect to receive all payments with respect to the beneficial owner’s interest in the Notes in U.S. 

dollars, unless the beneficial owner takes the following steps: 

 The beneficial owner must give complete instructions to the direct or indirect participant through 

which it holds the global Notes of its election to receive those payments in the Specified Currency 

other than U.S. dollars by wire transfer to an account specified by the beneficial owner with a 

bank located outside the United States.  In the case of a Note payable in euros, the account must be 

a euro account in a country for which the euro is the lawful currency. 

 The participant must notify DTC of the beneficial owner’s election on or prior to the third 

Business Day after the applicable Record Date, for payments of interest, and on or prior to the 

twelfth Business Day prior to the maturity date or any redemption or repayment date, for payment 

of principal or premium. 

 DTC will notify the Paying Agent of the beneficial owner’s election on or prior to the fifth 

Business Day after the applicable Record Date, for payments of interest, and on or prior to the 

tenth Business Day prior to the maturity date or any redemption or repayment date, for payment of 

principal or premium. 

Beneficial owners should consult their participants in order to ascertain the deadline for giving instructions 

to participants in order to ensure that timely notice will be delivered to DTC. 

Payment Procedures for Registered Notes in Definitive Form Denominated in a Foreign Currency.  For 

Registered Notes in definitive form payable in a Specified Currency other than U.S. dollars, the Notes may provide 

that the holder may elect to receive all or a portion of the payments on those Notes in U.S. dollars.  To do so, the 

holder must send a written request to the Paying Agent: 

 for payments of interest, on or prior to the fifth Business Day after the applicable Record Date; or 

 for payments of principal, at least ten Business Days prior to the maturity date or any redemption 

or repayment date. 

To revoke this election for all or a portion of the payments on the definitive Notes, the holder must send written 

notice to the Paying Agent: 

 at least five Business Days prior to the applicable Record Date, for payment of interest; or 

 at least ten calendar days prior to the maturity date or any redemption or repayment date, for 

payments of principal. 

If the holder does not elect to be paid in U.S. dollars, the Paying Agent will pay the principal, premium, if any, or 

interest, if any, on the definitive Notes: 
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 by wire transfer of immediately available funds in the Specified Currency to the holder’s account 

at a bank located outside the United States, and in the case of a Note payable in euros, in a country 

for which the euro is the lawful currency, if the Paying Agent has received the holder’s written 

wire transfer instructions not less than 15 calendar days prior to the applicable payment date; or 

 by check payable in the Specified Currency mailed to the address of the person entitled to payment 

that is specified in the Note register, if the holder has not provided wire instructions. 

However, the Paying Agent will only pay the principal of the definitive Notes, any premium and interest, if any, due 

at maturity, or on any redemption or repayment date, upon surrender of the definitive Notes at the office or agency 

of the Paying Agent. 

Determination of Exchange Rate for Payments in U.S. Dollars for Notes Denominated in a Foreign 

Currency.  Subject to the provisions of the applicable Final Terms, the Paying Agent (the “Exchange Rate Agent”) 

will convert the Specified Currency into U.S. dollars for holders who elect to receive payments in U.S. dollars and 

for beneficial owners of Rule 144A Notes that do not follow the procedures described immediately above.  The 

conversion will be based on the highest bid quotation in The City of New York received by the Exchange Rate 

Agent at approximately 11:00 a.m., New York City time, on the second Business Day preceding the applicable 

payment date from three recognized foreign exchange dealers for the purchase by the quoting dealer: 

 of the Specified Currency for U.S. dollars for settlement on the payment date; 

 in the aggregate amount of the Specified Currency payable to those holders or beneficial owners 

of the Notes; and 

 at which the applicable dealer commits to execute a contract. 

One of the dealers providing quotations may be the Exchange Rate Agent unless the Exchange Rate Agent 

is an affiliate of Jackson.  If those bid quotations are not available, payments will be made in the Specified Currency.  

The holders or beneficial owners of the Notes will pay all currency exchange costs by deductions from the amounts 

payable on the Notes. 

Unavailability of Foreign Currency.  The relevant Specified Currency may not be available for making 

payments of principal of, premium, if any, or interest, if any, on any Note.  This could occur due to the imposition of 

exchange controls or other circumstances beyond the Series Trust’s control or if the Specified Currency is no longer 

used by the government of the country issuing that currency or by public institutions within the international 

banking community for the settlement of transactions.  If the Specified Currency is unavailable, obligations to 

holders of the Notes may be satisfied by making those payments on the date of payment in U.S. dollars on the basis 

of the noon dollar buying rate in The City of New York for cable transfers of the currency or currencies in which a 

payment on any Note was to be made, published by the Federal Reserve Bank of New York (the “Market 

Exchange Rate”).  If the Market Exchange Rate is not then available or is not published for a particular payment 

currency, the Market Exchange Rate will be based on the highest bid quotation in The City of New York received by 

the Exchange Rate Agent at approximately 11:00 a.m., New York City time, on the second Business Day preceding 

the applicable payment date from three recognized foreign exchange dealers for the purchase by the quoting dealer: 

 of the Specified Currency for U.S. dollars for settlement on the payment date; 

 in the aggregate amount of the Specified Currency payable to those holders or beneficial owners 

of the Notes; and 

 at which the applicable dealer commits to execute a contract. 

One of the dealers providing quotations may be the Exchange Rate Agent unless the Exchange Rate Agent is an 

affiliate of Jackson.  If those bid quotations are not available, the Exchange Rate Agent will determine the Market 

Exchange Rate at its sole discretion. 
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These provisions do not apply if a Specified Currency is unavailable because it has been replaced by the 

euro.  If the euro has been substituted for a Specified Currency, the Series Trust may at its option, or will, if required 

by applicable law, without the consent of the holders of the affected Notes, pay the principal of, premium, if any, or 

interest, if any, on any Note denominated in the Specified Currency in euros instead of the Specified Currency, in 

conformity with legally applicable measures taken pursuant to, or by virtue of, the treaty establishing the European 

Community, as amended by the treaty on European Union.  Any payment made in U.S. dollars or in euros as 

described above where the required payment is in an unavailable Specified Currency will not constitute an Event of 

Default (as described below under “Description of the Indenture”). 

Discount Notes.  Some Notes may be considered to be issued with original issue discount, which must be 

included in income for U.S. federal income tax purposes at a constant yield.  See “Taxation—U.S. Taxation of U.S. 

Holders—Original Issue Discount and Premium” below.  If the principal of any Note that is considered to be issued 

with original issue discount is declared to be due and payable immediately as described under “Description of the 

Indenture—Events of Default,” the amount of principal due and payable on that Note will be limited to: 

 the aggregate principal amount of the Note multiplied by the sum of 

 its issue price, expressed as a percentage of the aggregate principal amount, plus 

 the original issue discount amortized from the date of issue to the date of declaration, expressed as 

a percentage of the aggregate principal amount. 

The amortization will be calculated using the “interest method,” computed in accordance with generally accepted 

accounting principles in effect on the date of declaration.  See the applicable Final Terms for any special 

considerations applicable to these Notes. 

Fixed Rate Notes 

Each Fixed Rate Note will bear interest from the date of issuance at the annual rate stated on its face until 

the principal is paid or made available for payment. 

How Interest Is Calculated.  Subject to the provisions of the applicable Final Terms, interest on Fixed Rate 

Notes will be computed on the basis of a 360-day year of twelve 30-day months. 

How Interest Accrues.  Interest on Fixed Rate Notes will accrue from and including the most recent Interest 

Payment Date to which interest has been paid or duly provided for, or, if no interest has been paid or duly provided 

for, from and including the issue date or any other date specified in Final Terms on which interest begins to accrue.  

Interest will accrue to but excluding the next Interest Payment Date, or, if earlier, the date on which the principal has 

been paid or duly made available for payment, except as described below under “If a Payment Date is Not a 

Business Day.” 

When Interest Is Paid.  Payments of interest on Fixed Rate Notes will be due on the Interest Payment Dates 

specified in the applicable Final Terms. 

Amount of Interest Payable.  Interest payments for Fixed Rate Notes will include accrued interest from and 

including the date of issue or from and including the last date in respect of which interest has been paid, as the case 

may be, to but excluding the relevant Interest Payment Date or date of maturity or earlier redemption or repayment, 

as the case may be. 

If a Payment Date is Not a Business Day.  Subject to the provisions of the applicable Final Terms, if (i) any 

scheduled Interest Payment Date is not a Business Day, the Series Trust will pay interest on the next Business Day, 

but interest on that payment will not accrue during the period from and after the scheduled Interest Payment Date 

and (ii) the scheduled maturity date or date of redemption or repayment is not a Business Day, the Series Trust may 

pay interest and principal and premium, if any, on the next succeeding Business Day, but interest on that payment 

will not accrue during the period from and after the scheduled maturity date or date of redemption or repayment. 
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Amortizing Notes.  If so specified in Final Terms, a Fixed Rate Note may pay a level amount in respect of 

both interest and principal amortized over the life of the Note.  Payments of principal and interest on amortizing 

Notes will be made on the Interest Payment Dates specified in the applicable Final Terms, and at maturity or upon 

any earlier redemption or repayment.  Payments on amortizing Notes will be applied first to interest due and payable 

and then to the reduction of the unpaid principal amount.  The relevant Series Trust will provide in the applicable 

Final Terms, a table setting forth repayment information for each amortizing Note. 

Floating Rate Notes 

Each Floating Rate Note will mature on the date specified in the applicable Final Terms. 

Each Floating Rate Note will bear interest at a floating rate determined by reference to the Base Rate. 

Formula for Interest Rates.  The interest rate on each Floating Rate Note will be calculated by reference to 

the specified Base Rate based on the Index Maturity, plus or minus the Spread, if any, and/or multiplied by the 

Spread Multiplier, if any. 

For any Floating Rate Note, Index Maturity means the period of maturity of the instrument or obligation 

from which the base rate is calculated and will be specified in the applicable Final Terms.  The “Spread” is the 

number of basis points (one one-hundredth of a percentage point) specified in the applicable Final Terms to be 

added to or subtracted from the Base Rate for a Floating Rate Note.  The “Spread Multiplier” is the percentage 

specified in the applicable Final Terms to be multiplied by the Base Rate for a Floating Rate Note. 

Limitations on Interest Rate.  A Floating Rate Note may also have either or both of the following:  (i) a 

maximum limitation, or ceiling, on the rate of interest which may accrue during any interest period (the “Maximum 

Interest Rate”), or (ii) a minimum limitation, or floor, on the rate of interest that may accrue during any interest 

period (the “Minimum Interest Rate”). 

Any applicable Maximum Interest Rate or Minimum Interest Rate will be set forth in the relevant Final 

Terms. 

In addition, the interest rate on a Floating Rate Note may not be higher than the maximum rate permitted by 

New York law, as that rate may be modified by U.S. law of general application. 

How Floating Interest Rates Are Reset.  The interest rate in effect from the date of issue to the first Interest 

Reset Date for a Floating Rate Note will be the initial interest rate specified in the applicable Final Terms (the 

“Initial Interest Rate”).  The interest rate on each Floating Rate Note may be reset daily, weekly, monthly, 

quarterly, semiannually, annually or as otherwise provided in the relevant Final Terms (the “Interest Reset 

Period”).  The first day of each Interest Reset Period is the interest reset date (“Interest Reset Date”).  The interest 

determination date for any Interest Reset Date is the day the Calculation Agent will refer to when determining the 

new interest rate at which a floating rate will reset (the “Interest Determination Date”), and, subject to the 

provisions of the applicable Final Terms, is applicable as follows: 

 for Commercial Paper Rate Notes, Federal Funds Rate Notes, Prime Rate Notes and CMT Rate 

Notes, the Interest Determination Date will be the second Business Day prior to the Interest Reset 

Date; 

 for EURIBOR Notes or Euro LIBOR Notes, the Interest Determination Date will be the second 

TARGET Settlement Day, as defined under “Description of the Notes—General—Some 

Definitions,” prior to the Interest Reset Date; 

 for LIBOR Notes (other than Euro LIBOR Notes), the Interest Determination Date will be the 

second London Banking Day prior to the Interest Reset Date, except that the Interest 

Determination Date pertaining to an Interest Reset Date for a LIBOR Note for which the index 

currency is pounds sterling will be the Interest Reset Date; and 
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 for Treasury Rate Notes, the Interest Determination Date will be the day of the week in which the 

Interest Reset Date falls on which Treasury bills would normally be auctioned. 

Treasury bills are normally sold at auction on Monday of each week, unless that day is a legal holiday, in 

which case the auction is normally held on the following Tuesday, but the auction may be held on the preceding 

Friday.  If, as the result of a legal holiday, the auction is held on the preceding Friday, that Friday will be the Interest 

Determination Date pertaining to the Interest Reset Date occurring in the next succeeding week.  If an auction falls 

on a day that is an Interest Reset Date, that Interest Reset Date will be the next following Business Day. 

The Interest Reset Dates will be specified in the applicable Final Terms.  Subject to the provisions of the 

applicable Final Terms, if an Interest Reset Date for any Floating Rate Note falls on a day that is not a Business 

Day, it will be postponed to the following Business Day, except that, in the case of a EURIBOR Note or a LIBOR 

Note, if that Business Day is in the next calendar month, the Interest Reset Date may be the immediately preceding 

Business Day. 

The interest rate in effect for the ten calendar days immediately prior to maturity, redemption or repayment 

will be the one in effect on the tenth calendar day preceding the maturity, redemption or repayment date. 

In the detailed descriptions of the various Base Rates which follow, the “Calculation Date” pertaining to an 

Interest Determination Date means the earlier of (1) the tenth calendar day after that Interest Determination Date, or, 

if that day is not a Business Day, the next succeeding Business Day, and (2) the Business Day preceding the 

applicable Interest Payment Date or maturity date or, for any principal amount to be redeemed or repaid, any 

redemption or repayment date (the “Calculation Date”). 

How Interest Is Calculated.  Interest on Floating Rate Notes will accrue from and including the most recent 

Interest Payment Date to which interest has been paid or duly provided for, or, if no interest has been paid or duly 

provided for, from and including the issue date or any other date specified in Final Terms on which interest begins to 

accrue.  Interest will accrue to but excluding the next Interest Payment Date or, if earlier, the date on which the 

principal has been paid or duly made available for payment, except as described below under “If a Payment Date is 

Not a Business Day.” 

The applicable Final Terms will specify a Calculation Agent for any issue of Floating Rate Notes.  The 

Calculation Agent will provide notice of the interest rate, interest amount and interest period which will become 

effective on the next Interest Rate Reset Date to the Indenture Trustee, Principal Paying Agent, Registrar (in the case 

of Registered Notes), the relevant Series Trust, the Noteholders, and if the Notes are listed on a stock exchange, and 

the guidelines of such exchange so require, such exchange as soon as possible after their determination or 

calculation, but in no event later than the fourth London Banking Day thereafter or, earlier if in the case of 

notification to the stock exchange and the Noteholders, the guidelines of such exchange so require. 

For a Floating Rate Note, accrued interest will be calculated by multiplying the principal amount of the 

Floating Rate Note by an accrued interest factor.  This accrued interest factor will be computed by adding the 

interest factors calculated for each day in the period for which interest is being paid.  Subject to the provisions of the 

applicable Final Terms, the interest factor for each day is computed by dividing the interest rate applicable to that 

day which shall be as follows: 

 by 360, in the case of Commercial Paper Rate Notes, EURIBOR Notes, Federal Funds Rate Notes, 

LIBOR Notes, except for LIBOR Notes denominated in pounds sterling, and Prime Rate Notes; 

 by 365, in the case of LIBOR Notes denominated in pounds sterling; or 

 by the actual number of days in the year, in the case of Treasury Rate Notes and CMT Rate Notes. 

For these calculations, the interest rate in effect on any Interest Reset Date will be the applicable rate as 

reset on that date.  The interest rate applicable to any other day is the interest rate from the immediately preceding 

Interest Reset Date or, if none, the initial interest rate. 
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Subject to the provisions of the applicable Final Terms, all percentages used in or resulting from any 

calculation of the rate of interest on a Floating Rate Note will be rounded, if necessary, to the nearest one hundred-

thousandth of a percentage point (.0000001), with five one-millionths of a percentage point rounded upward, and all 

U.S. dollar amounts used in or resulting from these calculations on Floating Rate Notes will be rounded to the 

nearest cent, with one-half cent rounded upward. 

When Interest Is Payable.  Interest will be due and payable by the relevant Series Trust on Floating Rate 

Notes on the Interest Payment Dates specified in the applicable Final Terms. 

If a Payment Date is Not a Business Day.  Subject to the provisions of the applicable Final Terms, if any 

scheduled Interest Payment Date, maturity date or any earlier redemption or repayment date, for any Floating Rate 

Note falls on a day that is not a Business Day, it will be postponed to the following Business Day, except that, in the 

case of a EURIBOR Note or a LIBOR Note, if that Business Day would fall in the next calendar month, the Interest 

Payment Date will be the immediately preceding Business Day.  Further, subject to the provisions of the applicable 

Final Terms, if the scheduled maturity date or any earlier redemption or repayment date of a Floating Rate Note falls 

on a day that is not a Business Day, the payment of principal, premium, if any, and interest, if any, will be made on 

the next succeeding Business Day, but interest on that payment will not accrue during the period from and after the 

maturity, redemption or repayment date. 

ISDA Rate Notes 

If the relevant Final Terms specifies the interest rate applicable to the Notes as being ISDA Rate, each Note 

shall bear interest as from such date, and at such rate or in such amounts, and such interest will be payable on such 

dates, as would have applied (regardless of any event of default or termination event or tax event thereunder) if the 

relevant Series Trust had entered into an interest rate swap transaction with the holder of such Note under the terms 

of an agreement to which the ISDA Definitions applied and under which: 

 the Fixed Rate Payer, Fixed Amount Payer, Fixed Price Payer, Floating Rate Payer, Floating 

Amount Payer or, as the case may be, the Floating Price Payer is the relevant Series Trust (as 

specified in the relevant Final Terms); 

 the Effective Date is the issue date of the relevant Notes; 

 the Termination Date is the maturity date of the relevant Notes; 

 the Calculation Agent is the Calculation Agent as specified in the relevant Final Terms; 

 the Calculation Periods are the interest periods; 

 the Period End Dates are the interest period end dates; 

 the Payment Dates are the Interest Payment Dates; 

 the Reset Dates are the interest period end dates; 

 the Calculation Amount is the principal amount of the relevant Note; 

 the Day Count Fraction applicable to the calculation of any amount is that specified in the relevant 

Final Terms or, if none is so specified, as may be determined in accordance with the ISDA 

Definitions; and 

 the Applicable Business Day Convention applicable to any date is that specified in the relevant 

Final Terms or, if none is so specified, as may be determined in accordance with the ISDA 

Definitions. 
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Base Rates 

Commercial Paper Rate Notes 

Commercial Paper Rate Notes will bear interest at the interest rates (calculated with reference to the 

Commercial Paper Rate and the Spread and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate 

and the Maximum Interest Rate, if any) specified in the Commercial Paper Rate Notes and in the applicable Final 

Terms. 

Subject to the provisions of the applicable Final Terms, “Commercial Paper Rate” means, with respect to 

any Interest Determination Date relating to a Commercial Paper Rate Note (a “Commercial Paper Interest 

Determination Date”), the Money Market Yield (calculated as described below) of the rate on such date for 

commercial paper having the Index Maturity specified in the applicable Final Terms, as published by the Board of 

Governors of the Federal Reserve System in “Statistical Release H.15, Selected Interest Rates” or any successor 

publication of the Board of Governors of the Federal Reserve System (“H.15”) under the heading “Commercial 

Paper—Nonfinancial.” 

The following procedures will be followed if the Commercial Paper Rate cannot be determined as 

described above: 

 If the above rate is not published by 9:00 a.m., New York City time, on the Calculation Date, then 

the Commercial Paper Rate will be the Money Market Yield of the rate on such Commercial Paper 

Interest Determination Date for commercial paper of the Index Maturity specified in the applicable 

Final Terms, as such rate shall be published in the daily update of H.15, available through the 

website of the Board of Governors of the Federal Reserve System at 

https://www.federalreserve.gov/releases/h15/update/, or any successor site or publication (“H.15 

Daily Update”) under the heading “Commercial Paper—Nonfinancial.” 

 If by 3:00 p.m., New York City time, on such Calculation Date such rate is not yet published in 

either H.15 or H.15 Daily Update, then the Calculation Agent will determine the Commercial 

Paper Rate to be the Money Market Yield of the arithmetic mean of the offered rates as of 11:00 

a.m., New York City time, on such Commercial Paper Interest Determination Date of three 

leading dealers of commercial paper in New York City selected by the Calculation Agent for 

commercial paper of the Index Maturity specified in the applicable Final Terms placed for an 

industrial issuer whose bond rating is “AA,” or the equivalent, from a nationally recognized 

statistical rating organization. 

 If the dealers selected by the Calculation Agent are not quoting as set forth above, the Commercial 

Paper Rate with respect to such Commercial Paper Interest Determination Date will remain the 

Commercial Paper Rate then in effect on such Commercial Paper Interest Determination Date. 

The “Money Market Yield” will be a yield calculated in accordance with the following formula: 

   

Money Market Yield = 
D x 360 

x 100 
360 – (D x M) 

 

where “D” refers to the applicable per annum rate for commercial paper quoted on a bank discount basis and 

expressed as a decimal and “M” refers to the actual number of days in the interest period for which interest is being 

calculated. 
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EURIBOR Notes 

EURIBOR Notes will bear interest at the interest rates (calculated with reference to EURIBOR and the 

Spread and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate and the Maximum Interest Rate, 

if any) specified in the EURIBOR Notes and in the applicable Final Terms. 

Subject to the provisions of the applicable Final Terms, “EURIBOR” means, with respect to any Interest 

Determination Date relating to a EURIBOR Note (a “EURIBOR Interest Determination Date”), the rate for 

deposits in euros as sponsored, calculated and published jointly by the European Banking Federation and ACI - The 

Financial Market Association, or any company established by the joint sponsors for purposes of compiling and 

publishing those rates, for the Index Maturity specified in the applicable Final Terms as that rate appears on the 

display on Reuters, or any successor service, on page EURIBOR01 or any other page as may replace page 

EURIBOR01 on that service, which is commonly referred to as “Reuters Screen EURIBOR01 Page”, as of 

11:00 a.m. (Brussels time). 

The following procedures will be followed if the rate cannot be determined as described above: 

 If the above rate does not appear as of such time, the Calculation Agent will request the principal 

Euro-zone office of each of four major banks in the Euro-zone interbank market, as selected by the 

Calculation Agent, to provide the Calculation Agent with its offered rate for deposits in euros, at 

approximately 11:00 a.m. (Brussels time) on the Interest Determination Date, to prime banks in 

the Euro-zone interbank market for the Index Maturity specified in the applicable Final Terms 

commencing on the applicable Interest Reset Date, and in a principal amount not less than the 

equivalent of U.S. $1.0 million in euros that is representative of a single transaction in euros, in 

that market at that time.  If at least two quotations are provided, EURIBOR will be the arithmetic 

mean of those quotations. 

 If fewer than two quotations are provided, EURIBOR will be the arithmetic mean of the rates 

quoted by four major banks in the Euro-zone, as selected by the Calculation Agent, at 

approximately 11:00 a.m. (Brussels time), on the applicable Interest Reset Date for loans in euros 

to leading European banks for a period of time equivalent to the Index Maturity specified in the 

applicable Final Terms commencing on that Interest Reset Date in a principal amount not less than 

the equivalent of U.S.$1.0 million in euros. 

 If the banks so selected by the Calculation Agent are not quoting as set forth above, the EURIBOR 

Rate in effect for the applicable period will be the same as EURIBOR for the immediately 

preceding Interest Reset Period, or, if there was no Interest Reset Period, the rate of interest will be 

the Initial Interest Rate. 

“Euro-zone” means the region comprised of member states of the European Union that adopt the single 

currency in accordance with the treaty establishing the European Community, as amended by the treaty on European 

Union. 

Federal Funds Rate Notes 

Federal Funds Rate Notes will bear interest at the interest rates (calculated with reference to the Federal 

Funds Rate and the Spread and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate and the 

Maximum Interest Rate, if any) specified in the Federal Funds Rate Notes and in the applicable Final Terms. 

Subject to the provisions of the applicable Final Terms, “Federal Funds Rate” means, with respect to any 

Interest Determination Date relating to a Federal Funds Rate Note (a “Federal Funds Interest Determination 

Date”), the rate on that day for Federal Funds as published in H.15 under the heading “Federal Funds (Effective)” as 

displayed on Reuters (or any successor service) on page FEDFUND01 or any other page as may replace the 

applicable page on that service (“FEDFUND01 Page”). 



 

76 

The following procedures will be followed if the Federal Funds Rate cannot be determined as described 

above: 

 If the above rate is not displayed on Reuters Screen FEDFUND01 Page or is not published by 9:00 

a.m., New York City time, on the Calculation Date, the Federal Funds Rate will be the rate on 

such Federal Funds Interest Determination Date as published in H.15 Daily Update under the 

heading “Federal Funds (Effective).” 

 If such rate is not yet published in either H.15 or H.15 Daily Update by 3:00 p.m., New York City 

time, on the Calculation Date, the Calculation Agent will determine the Federal Funds Rate to be 

the arithmetic mean of the rates for the last transaction in overnight Federal Funds arranged by 

each of three leading brokers of Federal Funds transactions in New York City selected by the 

Calculation Agent prior to 9:00 a.m., New York City time, on such Federal Funds Interest 

Determination Date. 

 If the brokers selected by the Calculation Agent are not quoting as set forth above, the Federal 

Funds Rate with respect to such Federal Funds Interest Determination Date will remain the 

Federal Funds Rate then in effect on such Federal Funds Interest Determination Date. 

LIBOR Notes 

LIBOR Notes will bear interest at the interest rates (calculated with reference to the LIBOR and the Spread 

and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate and the Maximum Interest Rate, if any) 

specified in the LIBOR Notes and in the applicable Final Terms. 

Subject to the provisions of the applicable Final Terms, LIBOR for each Interest Determination Date 

relating to a LIBOR Note (a “LIBOR Interest Determination Date”) will be determined by the Calculation Agent 

as follows: 

 As of the Interest Determination Date, LIBOR will be the rate for deposits in the Index Currency 

(as defined below) having the Index Maturity designated in the applicable Final Terms, 

commencing on the second London Banking Day immediately following such LIBOR Interest 

Determination Date, that appears on the Reuters Screen LIBOR Page as of 11:00 a.m., London 

time, on that LIBOR Interest Determination Date. 

 In the event such rate does not appear on the Reuters Screen LIBOR Page as of 11:00 A.M., 

London time, on such LIBOR Interest Determination Date, then the Calculation Agent will consult 

with an investment bank of national standing (which may include an affiliate of any of the Initial 

Purchasers) to determine whether there is an industry accepted substitute or successor base rate to 

LIBOR. If, after such consultation, the Calculation Agent determines that there is an industry 

accepted substitute or successor base rate, the Calculation Agent shall use such substitute or 

successor base rate on such LIBOR Interest Determination Date. In such case, the Calculation 

Agent in its sole discretion may (without implying a corresponding obligation to do so) also 

implement changes to the definition of Business Day, the LIBOR Interest Determination Date and 

any method for obtaining the substitute or successor base rate if such rate is unavailable on the 

relevant Business Day, in a manner that is consistent with industry accepted practices for such 

substitute or successor base rate. Unless the Calculation Agent determines that there is an industry 

accepted substitute or successor base rate as so provided in this bullet point, the procedures in the 

bullet point below will apply. 

 If no offered rate appears the Reuters Screen LIBOR Page as of 11:00 A.M., London time, on such 

LIBOR Determination Date, then the Calculation Agent will select four major banks in the 

London interbank market (which may include affiliates of the Initial Purchasers) and will request 

each of their principal London offices to provide a quotation of the offered rate at which deposits 

in the Index Currency for the period of the Index Maturity specified in the applicable Final Terms, 
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commencing on the applicable Interest Reset Date, to prime banks in the London interbank market 

as of approximately 11:00 A.M., London time, on such LIBOR Interest Determination Date and in 

a principal amount that is representative for a single transaction in the Index Currency in such 

market at such time. If at least two quotations are provided, LIBOR will be the arithmetic average 

(rounded upward if necessary to the nearest 0.00001 of 1%) of the quotations provided. If less 

than two quotations are provided, the Calculation Agent, after consultation with an investment 

bank of national standing (which may include an affiliate of any of the Purchasing Agents), will 

select three major banks in New York City and will request each of them to provide a quotation of 

the rate offered by it as of approximately 11:00 A.M., New York City time, on such LIBOR 

Determination Date for loans in the Index Currency for the period of the Index Maturity specified 

in the applicable Final Terms, commencing on the applicable Interest Reset Date, to leading 

European banks and in a principal amount that is representative for a single transaction in the 

Index Currency at such time. If three quotations are provided, three-month LIBOR will be the 

arithmetic average (rounded upward if necessary to the nearest .00001 of 1%) of the quotations 

provided. Otherwise, the Calculation Agent, after consulting such sources as it deems comparable 

to any of the foregoing quotations or display page, or any such source as it deems reasonable from 

which to estimate LIBOR in the Index Currency for the period of the Index Maturity or any of the 

foregoing lending rates, shall determine LIBOR on the relevant LIBOR Interest Determination 

Date in its sole discretion.  

 Notwithstanding the foregoing, if the Calculation Agent is unable or refuses to exercise such 

discretion with respect to any such LIBOR Interest Determination Date, LIBOR for such LIBOR 

Interest Determination Date will be equal to LIBOR in effect on the most recently preceding 

LIBOR Interest Determination Date. 

“Index Currency” means the currency (including composite currencies) specified in the applicable Final 

Terms as the currency for which LIBOR shall be calculated.  If no such currency is specified in the applicable Final 

Terms, the Index Currency shall be U.S. dollars. 

“Reuters Screen LIBOR Page” means the display designated as LIBOR01 on the Reuters 3000 Xtra (or 

any other page as may replace that page on that service, or such other service as may be nominated as the 

information vendor, for purposes of displaying such information) for the purpose of displaying the London interbank 

rates of major banks for the applicable Index Currency. 

Prime Rate Notes 

Prime Rate Notes will bear interest at the interest rates (calculated with reference to the Prime Rate and the 

Spread and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate and the Maximum Interest Rate, 

if any) specified in the Prime Rate Notes and in the applicable Final Terms. 

Subject to the provisions of the applicable Final Terms, “Prime Rate” means, with respect to any Interest 

Determination Date relating to a Prime Rate Note (a “Prime Interest Determination Date”), the rate on such date 

as published in H.15 under the heading “Bank Prime Loan.” 

The following procedures will be followed if the Prime Rate cannot be determined as described above: 

 If the rate is not published prior to 9:00 a.m., New York City time, on the Calculation Date, then 

the Prime Rate will be the rate on such Prime Interest Determination Date as published in H.15 

Daily Update opposite the caption “Bank Prime Loan.” 

 If the rate is not published prior to 3:00 p.m., New York City time, on the Calculation Date, in 

either H.15 or the H.15 Daily Update then the Calculation Agent will determine the Prime Rate to 

be the arithmetic mean of the rates of interest publicly announced by each bank that appears on the 

Reuters Screen US PRIME 1 Page (as defined below) as such bank’s prime rate or base lending 

rate as in effect for that Prime Interest Determination Date. 
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 If fewer than four such rates appear on the Reuters Screen US PRIME 1 Page for the Prime 

Interest Determination Date, the Calculation Agent will determine the Prime Rate to be the 

arithmetic mean of the prime rates quoted on the basis of the actual number of days in the year 

divided by 360 as of the close of business on such Prime Interest Determination Date by at least 

three major banks in New York City selected by the Calculation Agent. 

 If the banks selected are not quoting as mentioned above, the Prime Rate will remain the Prime 

Rate in effect on such Prime Interest Determination Date. 

“Reuters Screen US PRIME 1 Page” means the display designated as page “US PRIME 1” on the Reuters 

Money 3000 Service (or any successor service) or any such other page as may replace the US PRIME 1 Page on that 

service for the purpose of displaying prime rates or base lending rates of major U.S. banks. 

Treasury Rate Notes 

Treasury Rate Notes will bear interest at the interest rates (calculated with reference to the Treasury Rate 

and the Spread and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate and the Maximum 

Interest Rate, if any) specified in the Treasury Rate Notes and the applicable Final Terms. 

Subject to the provisions of the applicable Final Terms, “Treasury Rate” means, with respect to any 

Interest Determination Date relating to a Treasury Rate Note (a “Treasury Rate Interest Determination Date”), 

the rate from the auction held on the applicable Interest Determination Date (the “Auction”) of direct obligations of 

the United States (“Treasury Bills”) having the Index Maturity specified in the applicable Final Terms as that rate 

appears under the caption “INVESTMENT RATE” on the display on Reuters, or any successor service, on page 

USAUCTION10 or any other page as may replace page USAUCTION10 on that service (“Reuters Screen 

USAUCTION10 Page”) or page USAUCTION11 or any other page as may replace page USAUCTION11 on that 

service (“USAUCTION11 Page”). 

The following procedures will be followed if the Treasury Rate cannot be determined as described above: 

 If the rate described above is not published by 3:00 p.m., New York City time, on the Calculation 

Date, the Bond Equivalent Yield of the rate for the applicable Treasury Bills as published in the 

H.15 Daily Update, or other recognized electronic source used for the purpose of displaying the 

applicable rate, under the caption “U.S. Government Securities/Treasury Bills/Auction High.” 

 If the rate described above is not published by 3:00 p.m., New York City time, on the related 

Calculation Date, the Bond Equivalent Yield of the Auction rate of the applicable Treasury Bills, 

announced by the United States Department of the Treasury. 

 In the event that the rate described above is not announced by the United States Department of the 

Treasury, or if the Auction is not held, the Bond Equivalent Yield of the rate on the applicable 

Treasury Rate Interest Determination Date of Treasury Bills having the Index Maturity specified 

in the relevant Final Terms published in H.15 under the caption “U.S. Government 

Securities/Treasury Bills/Secondary Market.” 

 If the rate described above is not so published by 3:00 p.m., New York City time, on the related 

Calculation Date, the rate on the applicable Treasury Rate Interest Determination Date of the 

applicable Treasury Bills as published in H.15 Daily Update, or other recognized electronic source 

used for the purpose of displaying the applicable rate, under the caption “U.S. Government 

Securities/Treasury Bills/Secondary Market.” 

 If the rate described above is not so published by 3:00 p.m., New York City time, on the related 

Calculation Date, the rate on the applicable Interest Determination Date calculated by the 

Calculation Agent as the Bond Equivalent Yield of the arithmetic mean of the secondary market 

bid rates, as of approximately 3:30 p.m., New York City time, on the applicable Treasury Rate 
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Interest Determination Date, of three primary U.S. government securities dealers, which may 

include the Calculation Agent or its affiliates, selected by the Calculation Agent, for the issue of 

Treasury Bills with a remaining maturity closest to the Index Maturity specified in the applicable 

Final Terms. 

 If the dealers selected by the Calculation Agent are not quoting as described above, the Treasury 

Rate with respect to such Treasury Rate Interest Determination Date will remain the Treasury Rate 

then in effect on such Treasury Rate Interest Determination Date, or, if there was no Interest Reset 

Period, the rate of interest payable shall be the Initial Interest Rate. 

The “Bond Equivalent Yield” means a yield calculated in accordance with the following formula and 

expressed as a percentage: 

   

Bond Equivalent Yield = 
D x N 

x 100 
360 – (D x M) 

 

where “D” refers to the applicable per annum rate for Treasury Bills quoted on a bank discount basis, “N” refers to 

365 or 366, as the case may be, and “M” refers to the actual number of days in the interest period for which interest 

is being calculated. 

CMT Rate Notes 

CMT Rate Notes will bear interest at the interest rates (calculated with reference to the CMT Rate and the 

Spread and/or Spread Multiplier, if any, and subject to the Minimum Interest Rate and the Maximum Interest Rate, 

if any) specified in the CMT Rate Notes and in the applicable Final Terms. 

Subject to the provisions of the applicable Final Terms, “CMT Rate” means, with respect to any Interest 

Determination Date relating to a CMT Rate Note (a “CMT Interest Determination Date”), the rate displayed on 

the Designated CMT Reuters Page (as defined below) under the caption “Treasury Constant Maturities.  Federal 

Reserve Board Release H.15.  Mondays Approximately 3:45 p.m.,” under the column for the Designated CMT 

Maturity Index (as defined below) for: 

(i) If the Designated CMT Reuters Page is FRBCMT, the rate on such CMT Interest Determination 

Date; and 

(ii) If the Designated CMT Reuters Page is FEDCMT, the week or the month, as applicable, ended 

immediately preceding the week in which the related CMT Interest Determination Date occurs. 

The following procedures will be used if the CMT Rate cannot be determined as described above: 

 If such rate is no longer displayed on the relevant page, or if not displayed by 3:00 p.m., 

New York City time, on the related Calculation Date, then the CMT Rate will be such Treasury 

Constant Maturity rate for the Designated CMT Maturity Index as published in the relevant H.15. 

 If that rate is no longer published, or if not published by 3:00 p.m., New York City time, on the 

related Calculation Date, then the CMT Rate will be such Treasury Constant Maturity rate for the 

Designated CMT Maturity Index (or other U.S. Treasury rate for the Designated CMT Maturity 

Index) for the CMT Interest Determination Date with respect to such Interest Reset Date as may 

then be published by either the Board of Governors of the Federal Reserve System or the United 

States Department of the Treasury that the Calculation Agent determines to be comparable to the 

rate formerly displayed on the Designated CMT Reuters Page and published in the relevant H.15. 

 If such information is not provided by 3:00 p.m., New York City time, on the related Calculation 

Date, then the Calculation Agent will determine the CMT Rate to be a yield to maturity, based on 
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the arithmetic mean of the secondary market closing offer side prices as of approximately 

3:30 p.m., New York City time, on the CMT Interest Determination Date reported, according to 

their written records, by three leading primary U.S. government securities dealers (each, a 

“Reference Dealer”) in the City of New York selected by the Calculation Agent as described in 

the following sentence.  The Calculation Agent will select five Reference Dealers and will 

eliminate the highest quotation (or, in the event of equality, one of the highest) and the lowest 

quotation (or, in the event of equality, one of the lowest), for the most recently issued direct 

noncallable fixed rate obligations of the United States (“Treasury Notes”), with an original 

maturity of approximately the Designated CMT Maturity Index and a remaining term to maturity 

of not less than such Designated CMT Maturity Index minus one year. 

 If the Calculation Agent cannot obtain three such Treasury Notes quotations, the Calculation 

Agent will determine the CMT Rate to be a yield to maturity based on the arithmetic mean of the 

secondary market offer side prices as of approximately 3:30 p.m., New York City time, on the 

CMT Interest Determination Date of three Reference Dealers in City of New York (selected using 

the same method described above), for Treasury Notes with an original maturity of the number of 

years that is the next highest to the Designated CMT Maturity Index and a remaining term to 

maturity closest to the Designated CMT Maturity Index and in an amount of at least 

$100,000,000. 

 If three or four (and not five) of such Reference Dealers are quoting as described above, then the 

CMT Rate will be based on the arithmetic mean of the offer prices obtained and neither the 

highest nor the lowest of such quotes will be eliminated. 

 If fewer than three Reference Dealers selected by the Calculation Agent are quoting as described 

above, the CMT Rate will be the CMT Rate in effect on such CMT Interest Determination Date. 

 If two Treasury Notes with an original maturity as described above have remaining terms to 

maturity equally close to the Designated CMT Maturity Index, the quotes for the Treasury Note 

with the shorter remaining term to maturity will be used. 

 If the Reference Dealers selected by the Calculation Agent are not quoting as set forth above, the 

CMT Rate with respect to such CMT Interest Determination Date will remain the CMT Rate then 

in effect on such CMT Interest Determination Date. 

“Designated CMT Reuters Page” means the display on Reuters (or any successor service) on the page 

designated in the applicable Final Terms (or any other page as may replace such page on that service for the purpose 

of displaying Treasury Constant Maturities as reported in H.15), for the purpose of displaying Treasury Constant 

Maturities as reported in H.15.  If no such page is specified in the applicable Final Terms, the Designated CMT 

Reuters Page shall be FEDCMT, for the most recent week. 

“Designated CMT Maturity Index” means the original period to maturity of the U.S. Treasury securities 

(either 1, 2, 3, 5, 7, 10, 20 or 30 years) specified in an applicable Final Terms with respect to which the CMT Rate 

will be calculated.  If no maturity is specified in the applicable Final Terms, the Designated CMT Maturity Index 

shall be two years. 

Redemption at Maturity 

Subject to the provisions of the applicable Final Terms, each Note shall be redeemed on maturity at its 

outstanding principal amount. 

Payment of Additional Amounts 

Subject to the provisions of the applicable Final Terms, each Series Trust will, subject to the exceptions and 

limitations set forth below, pay as additional interest on the Notes such additional amounts as are necessary in order 
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that the net payment by the Series Trust or a Paying Agent of the principal of and interest on the Notes to a Holder 

of a Note (as defined in the section “Taxation”), after deduction or withholding for any present or future taxes, 

duties, assessments or governmental charges of the United States or a political subdivision or taxing authority 

thereof or therein, imposed by withholding with respect to the payment, will not be less than the amount provided in 

the Notes to be then due and payable; provided, however, that the foregoing obligation to pay additional amounts 

shall not apply to (a) any tax, duty, levy, assessment or governmental charge imposed which would have not been 

imposed but for the existence of any present or former connection between a holder or beneficial owner of one or 

more of the Notes and the United States, including being or having been a citizen or resident thereof, or being or 

having been present therein, engaged in a trade or business therein, or incorporated therein, or having or having had 

a permanent establishment therein, or being or having been a controlled foreign corporation, a personal holding 

company, a passive foreign investment company, a corporation that has accumulated earnings to avoid U.S. federal 

income tax or a private foundation or other tax-exempt organization, or being or having been an actual or 

constructive owner of 10% or more of the total combined voting power of all shares of Jackson or of the Series Trust 

or its owner; (b) any tax, duty, levy, assessment or governmental charge which would not have been imposed but for 

the presentation of the Notes (where presentation is required) for payment on a date more than 30 days after the date 

on which such payment becomes due and payable or the date on which payment is duly provided for, whichever 

occurs later, except to the extent that the holder or beneficial owner of the Notes would have been entitled to 

additional amounts had the Notes been presented on the last day of such period of 30 days; (c) any tax, duty, levy, 

assessment or governmental charge which is imposed or withheld solely by reasons of the failure of a holder or 

beneficial owner of a Note to comply with certification, identification or information reporting requirements 

concerning the nationality, residence, identity or connection with the United States of a Holder or beneficial owner 

of such Note, if compliance is required by statute, by regulation of the United States Treasury Department or by an 

applicable income tax treaty to which the United States is a party as a precondition to exemption from such tax, 

assessment or other government charge; (d) any inheritance, gift, estate, personal property, sales, transfer or similar 

tax, duty, levy, assessment or governmental charge; (e) any tax, duty, levy, assessment or governmental charge that 

is payable otherwise than by withholding from payments in respect of the Notes; (f) any tax, duty, levy, assessment 

or governmental charge which is imposed by reason of the holder or beneficial owner being or having been a bank 

for U.S. federal income tax purposes whose receipt of interest on the Notes is described in section 881(c)(3)(A) of 

the Code; (g) any tax, duty, levy, assessment or governmental charge imposed by reason of payments on the Notes 

being treated as contingent interest described in section 871(h)(4) of the Code; (h) any tax, duty, levy, assessment or 

governmental charge that would not have been imposed but for an election by the holder or beneficial owner of one 

or more of the Notes the effect of which is to make payment in respect of the Notes subject to U.S. federal income 

tax; (i) any tax, duty, levy, assessment or governmental charge imposed under any of Sections 1471 through 1474 of 

the Code, any applicable United States Treasury Regulations promulgated thereunder, or any judicial or 

administrative interpretation of any of the foregoing; (j) any tax, duty, levy, assessment or governmental charge 

imposed with respect to a Bearer Note issued after March 18, 2012 that is not treated as being in “registered form” 

for U.S. federal income tax purposes; or (k) any combination of items (a), (b), (c), (d), (e), (f), (g), (h), (i) or (j) .  In 

addition, the obligation to pay additional amounts shall not apply unless Jackson is similarly obligated to pay 

additional amounts under the Funding Agreement which secures the applicable Notes.  See “Description of Certain 

Terms and Conditions of the Funding Agreements—Payment of Additional Amounts.” 

The Notes are subject in all cases to any tax, fiscal or other law or regulation or administrative or judicial 

interpretation applicable thereto.  Except as specifically provided under this heading “Description of the Notes  

Payment of Additional Amounts,” the Series Trust for the relevant series of Notes shall not be required to make any 

payment with respect to any tax, assessment or governmental charge imposed by any government or a political 

subdivision or taxing authority thereof or therein. 

Tax Redemption 

If Jackson, as a result of it being required to pay additional amounts under the Funding Agreement securing 

the relevant Notes, has elected to repay all amounts due under such Funding Agreement, and thereby terminates 

such Funding Agreement, then the relevant Series Trust shall redeem, as a whole, but not in part, the Notes on not 

less than 30 nor more than 60 days’ notice, at a redemption price equal to 100% of their principal amount or such 

other redemption amount as specified in the Final Terms, together with interest accrued but unpaid thereon to the 

date fixed for redemption, plus any additional amounts, if any, thereon.  Notice of such tax redemption shall be 

made in a leading daily newspaper having general circulation in Ireland (expected to be the Irish Times). 
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Optional Redemption and Repurchase of the Notes 

Optional Redemption by a Series Trust.  The relevant Final Terms will indicate the terms of a Series Trust’s 

option to redeem the Notes.  The relevant Series Trust will mail a notice of redemption to each holder of Registered 

Notes by first-class mail, postage prepaid, at least 30 days and not more than 60 days prior to the date fixed for 

redemption, or within the redemption notice period designated in the applicable Final Terms, to the address of each 

holder as that address appears upon the books maintained by the Paying Agent.  Further, notice of such redemption 

shall be made in a leading daily newspaper having general circulation in Ireland (expected to be the Irish Times).  

The Series Trust will provide notice of redemption to each holder of Bearer Notes by publication in a leading daily 

newspaper having general circulation in London (expected to be the Financial Times), and in the case of any Bearer 

Notes which are admitted to trading on the regulated market of Euronext Dublin, in a leading daily newspaper 

having general circulation in Ireland (expected to be the Irish Times), or if either such publications is not practicable, 

in a leading general circulation newspaper in Europe.  The first publication of the notice of redemption will be made 

at least 30 days and not more than 60 days prior to the date fixed for redemption.  The applicable Final Terms may 

also specify another redemption notice period and means of effective communication with holders of the Notes. 

Repayment at Option of Holder.  Except with respect to an event of default under the Notes, the Notes will 

not provide the holder with the option to have the Series Trust repay the Note on a date or dates specified prior to its 

maturity date.  See “Description of the Indenture—Events of Default.” 

Repurchase of the Notes.  The Trust may purchase some or all the Notes of any Series in the open market 

or otherwise at any time, and from time to time, with the prior written consent of Jackson as to both the making of 

such purchase and the purchase price to be paid for such Notes; provided that all unmatured coupons or talons 

appertaining thereto are purchased therewith.  If Jackson, in its sole discretion, consents to such purchase of the 

Notes by the Trust, then the Trust and the Indenture Trustee agree to take such actions as may be necessary or 

desirable to effect the prepayment of such portion, or the entirety, of the current balance of the Deposit under each 

applicable Funding Agreement as may be necessary to provide for the payment of the purchase price for such Notes.  

Upon such payment, the balance of the Deposit shall be reduced (i) with respect to any purchase of Fixed Rate Notes 

or Floating Rate Notes, by an amount equal to the aggregate principal amount of the Notes as purchased (or the 

portion thereof applicable to such Funding Agreement) and (ii) with respect to any purchase of the Notes other than 

Fixed Rate Notes or Floating Rate Notes, by an amount to be agreed between the Trust and Jackson to reflect such 

prepayment under the Funding Agreement. 

Replacement of the Notes 

At the expense of the holder, a Series Trust will replace any Notes that become mutilated, destroyed, lost or 

stolen or are apparently destroyed, lost or stolen.  The mutilated Notes must be delivered to the applicable trustee, 

the Paying Agent and the registrar (the “Registrar”), in the case of Registered Notes, or satisfactory evidence of the 

destruction, loss or theft of the Notes must be delivered to the relevant Series Trust, the Paying Agent, the Registrar 

(in the case of Registered Notes), and the applicable trustee.  At the expense of the holder, an indemnity that is 

satisfactory to the relevant Series Trust, the Principal Paying Agent, the Registrar (in the case of Registered Notes), 

and the applicable trustee may be required before a replacement Note will be issued. 

Prescription 

Any money deposited with the Indenture Trustee, Registrar or any Paying Agent in trust for the payment of 

the principal of or interest on any Note and remaining unclaimed for two years after such principal or any such 

premium or interest had become due and payable shall be paid to the relevant Series Trust on a Trust Request (as 

defined in the Indenture); and the Holder of such Note shall thereafter, as an unsecured general creditor, look only to 

the relevant Series Trust for payment thereof, and all liability of the Indenture Trustee, Registrar or such Paying 

Agent with respect to such trust money shall thereupon cease; provided, however, that the Indenture Trustee, 

Registrar or such Paying Agent, before being required to make any such repayment, may at the expense of the 

relevant Series Trust cause to be published once, in an Authorized Newspaper (as defined in the Indenture) in each 

Place of Payment or to be mailed to Noteholders, or both, notice that such money remains unclaimed and that, after 

a date specified therein, which shall not be less than 30 days from the date of such publication or mailing nor shall it 
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be later than two years after such principal and any interest shall have become due and payable, any unclaimed 

balance of such money then remaining will be repaid to the relevant Series Trust. 

Global Notes 

General 

Book-Entry, Delivery and Form.  The information set out below in connection with DTC, Euroclear and 

Clearstream (together, the “Clearing Systems”) is subject to any change in or reinterpretation of the rules, 

regulations and procedures of the Clearing Systems currently in effect.  The information in this section concerning 

the Clearing Systems has been obtained from sources believed to be reliable, but none of Jackson, any Series Trust 

or any Initial Purchaser takes any responsibility for the accuracy thereof.  Investors wishing to use the facilities of 

any of the Clearing Systems are advised to confirm the applicability of the rules, regulations and procedures of the 

relevant Clearing System.  Neither Jackson, any Series Trust, any Initial Purchaser nor any other party to the 

Indenture or Master Trust Agreement will have any responsibility or liability for any aspect of the records relating 

to, or payments made on account of interests in the Notes held through the facilities of any Clearing System or for 

maintaining, supervising or reviewing any records relating to such beneficial ownership interests. 

Notes Sold under Rule 144A.  Subject to the provisions of the applicable Final Terms, the Notes of each 

series offered and sold in reliance on Rule 144A under the Securities Act will be issued in the form of a permanent 

global security certificates, in fully registered form without interest coupons, which shall be deposited with the 

Custodian (as defined herein) as custodian for the DTC and registered in the name of the 144A Nominee (as defined 

herein), as nominee of DTC for credit to the respective accounts of the purchasers of the Notes at DTC.  The Rule 

144A Global Note and any Note issued in exchange therefor will be subject to certain restrictions on transfer set 

forth herein and in the Master Trust Agreement and relevant Series Trust Agreement and will bear the legends set 

forth in “Purchase and Transfer Restrictions.” 

Notes Sold in Registered Form Under Regulation S.  Subject to the provisions of the applicable Final 

Terms, Registered Notes of each series offered and sold outside of the United States in reliance on Regulation S 

under the Securities Act will initially be represented by one or more temporary global security certificates, in fully 

registered form without interest coupons, registered in the name of the Regulation S Nominee (as defined herein), as 

nominee for, Euroclear and/or Clearstream (and any other relevant clearing agency specified in the relevant Final 

Terms) and deposited with the Common Depositary, as common depositary of Euroclear and/or Clearstream (and 

any other relevant clearing agency specified in the relevant Final Terms) and in respect of interests held through 

Euroclear and Clearstream (or such other relevant clearing agency as may be specified in the relevant Final Terms) 

for the respective accounts of the purchasers of such Notes.  Beneficial interests in a Regulation S Temporary Global 

Registered Note may only be held through Euroclear or Clearstream (or such other relevant clearing agency as may 

be specified in the relevant Final Terms) and, except as provided immediately hereafter, may not be exchanged for a 

beneficial interest in any other Note.  Beneficial interests in a Regulation S Temporary Global Registered Note will 

be exchanged for beneficial interests in one or more permanent global security certificates in fully registered form 

without interest coupons (together with the Regulation S Temporary Global Registered Note, the “Regulation S 

Global Notes”) upon the later of (i) the Release Date (as defined herein) and (ii) the first date subsequent to the 

Release Date on which the requisite certifications as to non-U.S. beneficial ownership are provided to the Indenture 

Trustee.  The “Release Date” is the date 40 days after the later of (i) the date the relevant Notes were first offered to 

persons other than Initial Purchasers and (ii) the relevant closing date for such Notes.  The Regulation S Permanent 

Global Registered Note will be registered in the name of the Regulation S Nominee, as nominee for, and deposited 

with the operator of Euroclear and Clearstream for the respective accounts of the holders of such Notes. 

A beneficial interest in a Regulation S Temporary Global Registered Note may be transferred to a person 

who takes delivery in the form of an interest in the corresponding Rule 144A Global Note only upon receipt by the 

Indenture Trustee of a written certification from the transferor in the form required by the Indenture to the effect that 

such transfer is being made to a person whom the transferor reasonably believes is a Qualified Institutional Buyer in 

a transaction meeting the requirements of Rule 144A and in accordance with any applicable securities laws of any 

state of the United States or any other jurisdiction.  Beneficial interests in a Rule 144A Global Note may be 

transferred to a person who takes delivery in the form of an interest in the corresponding Regulation S Global Note, 

only upon receipt by the relevant Indenture Trustee of a written certification from the transferor in the form required 
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by the relevant Indenture to the effect that such transfer is being made in accordance with Regulation S.  Any 

beneficial interest in one of the Global Notes that is transferred to a person who takes delivery in the form of an 

interest in another global Note will, upon transfer, cease to be an interest in such global Note and become an interest 

in such other global Note and, accordingly, will thereafter be subject to all transfer restrictions and other procedures 

applicable to beneficial interests in such other global Note for as long as it remains such an interest. 

Interest payments due on any interest payment date with respect to a Regulation S Temporary Global 

Registered Note will be made only to the extent that certification as to its beneficial ownership as required by United 

States Treasury and securities regulations has been received by Euroclear or Clearstream or any other relevant 

clearing system which may be specified in the relevant Final Terms.  Payments of the amounts due in respect of a 

Regulation S Permanent Global Registered Note will be made through Euroclear or Clearstream or any other 

relevant clearing system without any requirement for certification; however, see “Taxation” regarding withholding 

certification requirements for interest payments to Holders of the Notes.  After the Release Date, holders of interests 

in any Regulation S Temporary Global Registered Note shall not be entitled to receive any payment thereunder 

which falls due on or after the Release Date, or be entitled to exercise any exchange right or other option after such 

date, unless upon due presentation of such Note for exchange in whole for a Regulation S Permanent Global 

Registered Note, or for delivery of definitive Registered Notes, such exchange or delivery has been improperly 

withheld or refused, and such circumstances are continuing as of the relevant payment date. 

Subject to applicable law and the terms of the Indenture and the relevant Series Indenture, any Series Trust, 

the Registrar and any Paying Agent will treat the persons in whose names the global Notes are registered, initially 

the 144A Nominee and the Regulation S Nominee (collectively, the “Holders”), as owners of such Notes for the 

purpose of receiving payments of principal, premium, if any, and interest on the Notes and for all other purposes 

whatsoever.  Therefore, none of any Series Trust, the Registrar or any Paying Agent has any direct responsibility or 

liability for the payment of principal of or interest on the Notes to owners of beneficial interests in the global Notes.  

All payments made by any Series Trust to the registered holders of the global Notes shall discharge the liability of 

the relevant Series Trust under the Notes to the extent of the sums so paid. 

Notes Sold in Bearer Form Under Regulation S.  Subject to the provisions of the applicable Final Terms, 

Bearer Notes of each series offered and sold outside the United States in reliance on Regulation S under the 

Securities Act will initially be issued in the form of a single temporary global Note in bearer form with or without 

interest coupons deposited with the Common Depositary, as common depositary for Euroclear and/or Clearstream, 

or other relevant clearing system specified in the relevant Final Terms.  Subject to the provisions of the applicable 

Final Terms, beneficial interests in a Regulation S Temporary Global Bearer Note may only be held through 

Euroclear or Clearstream or other relevant clearing agency specified in the relevant Final Terms and except as 

provided immediately hereafter, may not be exchanged for a beneficial interest in any other Note.  Beneficial 

interests in a Regulation S Temporary Global Bearer Note will be exchanged for beneficial interests in a single 

Regulation S Permanent Global Bearer Note, with or without interest coupons (the “Regulation S Permanent 

Global Bearer Notes” and together with the Regulation S Temporary Global Bearer Note, the “Regulation S 

Global Bearer Note”) upon the later of (i) the Release Date (as defined herein) and (ii) on or after the first date on 

which the requisite certifications as to non-U.S. ownership are provided to the Indenture Trustee.  After the 

occurrence of an event permitting the issuance of a Regulation S Permanent Global Bearer Note, such that a holder 

has a right to obtain a Regulation S Permanent Global Bearer Note, the Bearer Note will no longer be in registered 

form for U.S. federal income tax purposes, regardless of whether any option to obtain a Regulation S Permanent 

Global Bearer Note has actually been exercised. 

In order to meet U.S. federal income tax requirements for the Bearer Notes to be in “registered form” for 

U.S. federal income tax purposes, a Regulation S Global Bearer Note will be “effectively immobilized.” Under 

guidance issued by the IRS, a global bearer note is “effectively immobilized” if (1) it is issued to and held by a 

Euroclear or Clearstream or another clearing organization as defined in U.S. Treasury Regulation section 1.163-

5(c)(2)(i)(B)(4) (or by a custodian or depository acting as an agent of the clearing organization) for the benefit of 

purchasers of interests in the obligation under arrangements that prohibit the transfer of the global securities except 

to a successor clearing organization subject to the same terms; and (2) beneficial interests in the underlying 

obligation are transferable only through a book entry system maintained by the clearing organization (or an agent of 

the clearing organization). 
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Beneficial interests in a Regulation S Temporary Global Bearer Note may be transferred to a person who 

takes delivery in the form of an interest in the corresponding Rule 144A Global Note only upon receipt by the 

Indenture Trustee of a written certification from the transferor in the form required by the relevant Indenture to the 

effect that such transfer is being made to a person whom the transferor reasonably believes is a Qualified 

Institutional Buyer in a transaction meeting the requirements of Rule 144A and in accordance with any applicable 

securities laws in any state of the United States or any other jurisdiction.  Beneficial interests in a Rule 144A Global 

Note, a Regulation S Temporary Global Registered Note, and a Regulation S Permanent Global Registered Note 

may not be transferred at any time to a person taking delivery in the form of an interest in a Regulation S Global 

Bearer Note.  Any beneficial interest in one of the Regulation S Global Bearer Notes that is transferred to a person 

who takes delivery in the form of an interest in another global Note will, upon transfer, cease to be an interest in 

such global Note and become an interest in such other global Note and, accordingly, will thereafter be subject to all 

transfer restrictions and other procedures applicable to beneficial interests in such other global Note for as long as it 

remains such an interest.  Transfers of interest in a Regulation S Global Bearer Note may be made only as specified 

therein.   

Interest payments due on any interest payment date with respect to a Regulation S Temporary Global 

Bearer Note will be made only to the extent that certification as to its beneficial ownership as required by United 

States Treasury and securities regulations has been received by Euroclear or Clearstream or any other relevant 

clearing system which may be specified in the relevant Final Terms.  Payments in the amounts due in respect of a 

Regulation S Permanent Global Bearer Note will be made through Euroclear or Clearstream or any other relevant 

clearing system without any requirement for certification.  After the Release Date, holders of interests in any 

Regulation S Temporary Global Bearer Note shall not be entitled to receive any payment thereunder which falls due 

on or after the Release Date, or be entitled to exercise any exchange right or other option after such date, unless 

upon due presentation of such Note for exchange in whole for a Regulation S Permanent Global Bearer Note, or for 

delivery of Registered Notes, such exchange or delivery has been improperly withheld or refused, and such 

circumstances are continuing as of the relevant payment date. 

Interests in a Regulation S Permanent Global Bearer Note will be exchanged, in whole but not in part, for 

Registered Notes at the request of the holders of interests in such global Note only if such exchange is permitted by 

applicable law and if (i) Euroclear or Clearstream or any other relevant clearing system specified in the relevant 

Final Terms is closed for business for a continuous period of 14 days (other than by reason of legal holidays) (ii) 

Euroclear or Clearstream or any other relevant clearing system specified in the relevant Final Terms announces an 

intention permanently to cease business or in fact has done so and no alternative clearance system approved by the 

Noteholders is available or (iii) to the extent provided in a relevant Final Terms, at any time upon request of any 

such holder.  Whenever a Regulation S Permanent Global Bearer Note is to be exchanged for Registered Notes, the 

Series Trust is to arrange for the prompt delivery of such Registered Notes, duly authenticated and where applicable 

in the case of Bearer Notes, with receipts, coupons and talons attached, in an aggregate principal amount equal to the 

principal amount of such Regulation S Permanent Global Bearer Note to the holder of the Regulation S Permanent 

Global Bearer Note against its surrender at the specified office of the applicable Paying Agent within 30 days of the 

holders requesting such exchange. 

The following legend will also appear on any global Notes in bearer form and any related coupons: 

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO 

LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE 

LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE. 

The Clearing Systems 

The clearing systems have advised each Series Trust as follows: 

DTC.  DTC is a limited-purpose trust company organized under the laws of the State of New York, a 

member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform 

Commercial Code and a “clearing agency” registered pursuant to the provisions of Section 17A of the United States 

Securities Exchange Act of 1934, as amended (the “Exchange Act”).  DTC was created to hold securities for DTC 

Participants (each, a “DTC Participant”) and to facilitate the clearance and settlement of transactions between DTC 
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Participants through electronic book-entry changes in accounts of DTC Participants, thereby eliminating the need for 

physical movement of certificates.  DTC Participants include certain of the underwriters, securities brokers and 

dealers, banks, trust companies and clearing corporations and may in the future include certain other organizations.  

Indirect access to the DTC system is also available to others such as banks, brokers, dealers and trust companies that 

clear through or maintain a custodial relationship with a DTC Participant, either directly or indirectly (“Indirect 

DTC Participant”). 

Transfers of ownership or other interests in the Notes in DTC may be made only through DTC Participants.  

Indirect DTC Participants are required to effect transfers through a DTC Participant.  In addition, beneficial owners 

of the Notes in DTC will receive all distributions of principal of and interest on the Notes through such DTC 

Participant. 

Because DTC can only act on behalf of DTC Participants, who in turn act on behalf of Indirect DTC 

Participants, and, because owners of beneficial interests in the Notes holding through DTC will hold interests in the 

Notes through DTC Participants or Indirect DTC Participants, the ability of such owners of beneficial interests to 

pledge the Notes to persons or entities that do not participate in DTC, or otherwise take actions with respect to such 

Notes, may be limited. 

Ownership of interests in the Rule 144A Note will be shown on, and the transfer of that ownership will be 

effected only through, records maintained by DTC, the DTC Participants and the Indirect DTC Participants.  The 

laws of some jurisdictions require that certain persons take physical delivery in definitive form of securities which 

they own.  Consequently, the ability to transfer beneficial interests in the Rule 144A Note is limited to such context. 

Clearstream.  Clearstream is incorporated under the laws of Luxembourg as a professional depositary.  

Clearstream holds securities for Clearstream Participants (each, a “Clearstream Participant”) and facilitates the 

clearance and settlement of securities transactions between Clearstream Participants through electronic book-entry 

changes in accounts of Clearstream Participants, thereby eliminating the need for physical movement of certificates.  

Clearstream provides to Clearstream Participants, among other things, services for safekeeping, administration, 

clearance and settlement of internationally traded securities and securities lending and borrowing.  Clearstream 

interfaces with domestic markets in several countries.  As a professional depositary, Clearstream is subject to 

regulation by the Banque Centrale.  Clearstream Participants are recognized financial institutions around the world, 

including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and certain 

other organizations and may include the Initial Purchasers.  Indirect access to Clearstream is also available to others, 

such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a 

Clearstream Participant either directly or indirectly. 

Distributions with respect to the Notes held beneficially through Clearstream will be credited to cash 

accounts of Clearstream Participants in accordance with its rules and procedures, to the extent received by 

Clearstream. 

Euroclear.  Euroclear was created in 1968 to hold securities for Euroclear Participants and to clear and 

settle transactions between Euroclear Participants through simultaneous electronic book-entry delivery against 

payment, thereby eliminating the need for physical movement of certificates and any risk from lack of simultaneous 

transfers of securities and cash.  Euroclear includes various other services, including securities lending and 

borrowing and interfaces with domestic markets in several countries.  Euroclear Participants include banks 

(including central banks), securities brokers and dealers and other professional financial intermediaries and may 

include the Initial Purchasers.  Indirect access to Euroclear is also available to other firms that clear through or 

maintain a custodial relationship with a Euroclear Participant, either directly or indirectly. 

Euroclear, Clearstream and DTC Arrangements 

So long as DTC or its nominee or Euroclear, Clearstream or the nominee of their common depositary is the 

registered holder of the global Notes, DTC, Euroclear, Clearstream or such nominee, as the case may be, will be 

considered the sole owner or holder of the Notes represented by such Global Notes for all purposes under the 

applicable Indenture and the Notes.  Payments of principal, interest and additional amounts, if any, in respect of the 

Global Notes will be made to DTC, Euroclear, Clearstream or such nominee, as the case may be, as the registered 
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holder thereof.  None of any Series Trust, any Initial Purchaser or any affiliate of any of the above or any person by 

whom any of the above is controlled (as such term is defined in the Securities Act) will have any responsibility or 

liability for any aspect of the records relating to or payments made on account of beneficial ownership interests in 

the Global Notes or for maintaining, supervising or reviewing any records relating to such beneficial ownership 

interests. 

Distributions of principal and interest with respect to global interests in the Notes held through Euroclear or 

Clearstream will be credited, to the extent received by Euroclear or Clearstream from the relevant Paying Agent, to 

the cash accounts of Euroclear or Clearstream customers in accordance with the relevant system’s rules and 

procedures. 

Holders of global interests in the Notes through DTC will receive, to the extent received by DTC from the 

relevant Paying Agent, all distributions of principal and interest with respect to global interests in the Notes from the 

relevant Paying Agent through DTC.  Distributions in the United States will be subject to relevant U.S. tax laws and 

regulations. 

Interest on the Notes (other than interest on redemption) will be paid to the holder shown on the register on 

the Record Date.  Trading between the Rule 144A Global Note and the Regulation S Global Note will therefore be 

net of accrued interest from the Record Date to the relevant Interest Payment Date. 

The laws of some states of the United States require that certain persons take physical delivery of securities 

in definitive form.  Consequently, the ability to transfer interests in the Global Notes to such persons will be limited.  

Because DTC, Euroclear and Clearstream can only act on behalf of participants, who in turn act on behalf of indirect 

participants, the ability of a person having an interest in the Global Notes to pledge such interest to persons or 

entities which do not participate in the relevant clearing system, or otherwise take actions in respect of such interest, 

may be affected by the lack of a physical certificate in respect of such interest. 

The holdings of global interests in the Notes through Euroclear, Clearstream and DTC will be reflected in 

the global accounts of each such institution.  As necessary, the Registrar will adjust the amounts of the Notes on the 

register for the accounts of (i) the Regulation S Nominee and (ii) the 144A Nominee to reflect the amounts of the 

Notes held through Euroclear and Clearstream, and DTC, respectively. 

Beneficial ownership of the Notes will be held through financial institutions as direct and indirect 

participants in Euroclear, Clearstream and DTC. 

Interests in the Global Notes will be in uncertificated global form. 

Secondary Market Trading in Relation to Registered Global Notes 

Trading between Euroclear and/or Clearstream Participants.  Secondary market sales of global interests in 

the Notes held through Euroclear or Clearstream to purchasers of global interests in the Notes through Euroclear or 

Clearstream will be conducted in accordance with the normal rules and operating procedures of Euroclear and 

Clearstream and will be settled using the procedures applicable to conventional Euro Notes. 

Trading between DTC Participants.  Secondary market sales of global interests in the Notes between DTC 

Participants will occur in the ordinary way in accordance with DTC rules and will be settled using the procedures 

applicable to U.S. corporate debt obligations if payment is effected in U.S. dollars, or free of payment if payment is 

not effected in U.S. dollars.  Where payment is not effected in U.S. dollars, separate payment arrangements outside 

DTC are required to be made between the DTC Participants. 

Trading between DTC Seller and Euroclear/Clearstream Purchaser.  When global interests in the Notes 

are to be transferred from the account of a DTC Participant holding a beneficial interest in a Rule 144A Global Note 

to the account of a Euroclear or Clearstream accountholder wishing to purchase a beneficial interest in a 

Regulation S Global Note (subject to the certification procedures provided in the relevant Indenture), the DTC 

Participant will deliver instructions for delivery to the relevant Euroclear or Clearstream accountholder to DTC by 
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12:00 noon, New York City time, on the settlement date.  Separate payment arrangements are required to be made 

between the DTC Participant and the relevant Euroclear or Clearstream accountholder.  On the settlement date, the 

Custodian will instruct the Registrar to (i) decrease the amount of Notes registered in the name of the 144A 

Nominee and evidenced by the Rule 144A Global Note and (ii) increase the amount of Notes registered in the name 

of the nominee (being the Regulation S Nominee) of the common depositary for Euroclear and Clearstream and 

evidenced by the Regulation S Global Note.  Global interests will be delivered free of payment to Euroclear or 

Clearstream, as the case may be, for credit to the relevant accountholder on the first business day following the 

settlement date but for value on the settlement date. 

Trading between Euroclear/Clearstream Seller and DTC Purchaser.  When global interests in the Notes 

are to be transferred from the account of a Euroclear or Clearstream accountholder to the account of a DTC 

Participant wishing to purchase a beneficial interest in the Rule 144A Global Note (subject to the certification 

procedures provided in the relevant Indenture), the Euroclear or Clearstream participant must send to Euroclear or 

Clearstream delivery free of payment instructions by 7:45 p.m., Luxembourg/Brussels time as the case may be, one 

business day prior to the settlement date.  Euroclear or Clearstream, as the case may be, will in turn transmit 

appropriate instructions to the common depositary for Euroclear and Clearstream and the Registrar to arrange 

delivery to the DTC Participant on the settlement date.  Separate payment arrangements are required to be made 

between the DTC Participant and the relevant Euroclear and Clearstream accountholder, as the case may be.  On the 

settlement date, the common depositary for Euroclear and Clearstream will (a) transmit appropriate instructions to 

the Custodian who will in turn deliver such global interests in the Notes free of payment to the relevant account of 

the DTC Participant and (b) instruct the Registrar to (i) decrease the amount of Notes registered in the name of the 

nominee (being the Regulation S Nominee of the common depositary for Euroclear and Clearstream and evidenced 

by the Regulation S Global Note) and (ii) increase the amount of Notes registered in the name of the 144A Nominee 

and evidenced by the Rule 144A Global Note. 

Although the foregoing sets out the procedures of Euroclear, Clearstream and DTC in order to facilitate the 

transfers of interests in the Notes among participants of DTC, Clearstream and Euroclear, none of Euroclear, 

Clearstream or DTC is under any obligation to perform or continue to perform such procedures, and such procedures 

may be discontinued at any time.  Neither any Series Trust, any Initial Purchaser, any Registrar, any Administrative 

Trustee, any Indenture Trustee, any Paying Agent, or any affiliate of any of the above, or any person by whom any 

of the above is controlled for the purposes of the Securities Act, will have any responsibility for the performance by 

DTC, Euroclear and Clearstream or their respective direct or indirect participants or accountholders of their 

respective obligations under the rules and procedures governing their operations or for the sufficiency for any 

purpose of the arrangements described above. 

So long as the Regulation S Global Note is held on behalf of Euroclear and Clearstream or any other 

clearing system (an “Alternative Clearing System”), notices to holders of the Notes represented by a beneficial 

interest in the Regulation S Global Note may be given by delivery of the relevant notice to Euroclear, Clearstream or 

the Alternative Clearing System, as the case may be, and so long as the Rule 144A Global Note is held on behalf of 

DTC or an Alternative Clearing System, notices to holders of the Notes represented by a beneficial interest in the 

Rule 144A Global Note may be given by delivery of the relevant notice to DTC or the Alternative Clearing System, 

as the case may be, except that, so long as the Notes are admitted to trading on the regulated market of Euronext 

Dublin and the guidelines of Euronext Dublin so require, notices will also be published in a leading newspaper 

having general circulation in Ireland (which is expected to be the Irish Times) or, if such publication is not 

practicable, in an English language newspaper having general circulation in Europe. 

Owners of beneficial interests in Global Registered Notes will be entitled to have Definitive Notes 

registered in their names only if permitted by applicable law and (i) DTC (or other relevant clearing system 

specified in the relevant Final Terms) notifies the Series Trust in writing that such clearing system is unwilling or 

unable to continue as depositary for such Global Note or ceases to be a “clearing agency” registered under the 

Exchange Act and a qualifying successor depositary is not appointed within 90 days thereof, (ii) the Series Trust is 

notified that either Euroclear or Clearstream (or other relevant clearing system specified in the relevant Final Terms) 

has been closed for business for a continuous period of 14 days (other than by reason of holiday, statutory or 

otherwise) after the original issuance of the Notes or (iii) Euroclear or Clearstream (or other relevant clearing system 

specified in the relevant Final Terms) has announced an intention permanently to cease business or has in fact done 

so and no alternative clearance system approved by the Noteholders is available. 
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DESCRIPTION OF THE INDENTURE 

General 

Each series of Notes will be issued under, subject to and entitled to the benefits of a separate Series 

Indenture by and between the relevant Series Trust and the Indenture Trustee.  Each Series Indenture will 

incorporate the Indenture which shall provide the terms which govern each separate Series Indenture thereunder, 

unless any such Series Indenture specifies otherwise.  The Notes issued under a Series Indenture will constitute a 

single series, together with any Notes issued in the future under such Series Indenture that are designated by the 

Series Trust as being part of such series. 

Pledged Estate 

Pursuant to the Indenture, under each Series Indenture, each series of Notes will be secured by a Pledged 

Estate which will consist of 

(i) the relevant Funding Agreements, 

(ii) all proceeds of the relevant Funding Agreements, and 

(iii) all rights of the relevant Series Trust pertaining to the foregoing. 

Covenants 

Pursuant to the Indenture, the relevant Series Trust will make certain covenants regarding payment of 

principal and interest, maintenance of offices or agencies, money for Note payments to be held in trust, protection of 

the relevant Pledged Estate, delivery of an opinion and annual statement as to compliance, performance of 

obligations, existence, reports, financial information regarding the Notes, notices of defaults and payment of taxes 

and other claims.  Among other covenants contained in the Indenture, each Series Trust will agree that it will not, so 

long as any Notes issued by it are outstanding, without the consent of the Indenture Trustee except as permitted by 

the Indenture or the relevant Series Indenture: 

(i) sell, transfer, exchange, assign, lease, convey or otherwise dispose of any of its assets (owned as 

of the date of the relevant Series Indenture or thereafter acquired), including, without limitation, 

any portion of the relevant Pledged Estate, except as expressly permitted by the Indenture or the 

relevant Series Indenture; 

(ii) engage in any business or activity other than in connection with, or relating to, the execution and 

delivery and performance of the Master Trust Agreement, relevant Series Trust Agreement, the 

relevant Funding Agreement, the transactions contemplated thereby and the issuance of the Notes 

issued by such Series Trust; 

(iii) incur or otherwise become liable, directly or indirectly, for any Indebtedness or Contingent 

Obligation (as defined in the Indenture) except for the Notes issued by such Series Trust and the 

transactions contemplated thereby; 

(iv) make any deduction or withholding from the principal of or interest on any Series of Notes (other 

than amounts that may be required to be withheld from such payments under the Code or any 

other applicable tax law) by reason of the payment of any taxes levied or assessed upon any 

portion of any relevant Pledged Estate except to the extent specified in the Indenture, the relevant 

Series Indenture or the applicable Final Terms; 

(v) (a) permit the validity or effectiveness of the Indenture, relevant Series Indenture or any security 

interest in or assignment for collateral purposes of the relevant Pledged Estate to be impaired, or 

permit a Lien (as defined in the Indenture) arising under the Indenture and/or the relevant Series 
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Indenture (the “Lien of the Indenture”) to be amended, hypothecated, subordinated, terminated 

or discharged, or permit any Person (as defined in the Indenture) to be released from any 

covenants or obligations under the relevant Funding Agreement, except as may be expressly 

permitted by the Indenture, relevant Series Indenture or Funding Agreement, (b) create, incur or 

assume any Lien or other encumbrance (other than the Lien of the Indenture and relevant Series 

Indenture) on any of its properties or assets owned as of the date of the relevant Series Indenture 

or thereafter acquired, or any interest therein or the proceeds thereof, or (c) permit the Lien of the 

Indenture or the relevant Series Indenture not to constitute a valid first priority security interest in 

the relevant Pledged Estate; 

(vi) amend, modify or fail to comply with any material provision of the Master Trust Agreement or the 

relevant Series Trust Agreement; 

(vii) own any subsidiary or lend or advance any moneys to, or make any investment in, any Person, 

except for the investment of any funds of such Series Trust held by the Indenture Trustee or a 

Paying Agent as provided in the Indenture; 

(viii) directly or indirectly make any distribution or other payment on its beneficial interests, redeem or 

otherwise acquire or retire for value any of its beneficial interests, provided that such Series Trust 

may declare or pay a distribution on its Beneficial Interest Certificate if all amounts due to be paid 

on the Notes issued by such Series Trust prior to the next scheduled payment under the relevant 

Funding Agreement have been paid; 

(ix) exercise any rights to foreclose or realize on its security interest in or assignment for collateral 

purposes of the relevant Pledged Estate except at the direction of, or with the prior written 

approval of, the Indenture Trustee; 

(x) cause or permit the sale or other transfer of, or the creation, incidence, assumption or existence of 

any Lien on, all or a portion of the relevant Beneficial Interest Certificate; 

(xi) become required to register as an “investment company” under, or become under the “control” of 

an “investment company,” as such terms are defined in the Investment Company Act of 1940, as 

amended; 

(xii) enter into any transaction of merger or consolidation or liquidate or dissolve itself (or suffer any 

liquidation or dissolution), or acquire by purchase or otherwise all or substantially all of the 

business or assets of, or any stock or other evidence of beneficial ownership of, any Person; 

(xiii) have any employees other than the Administrative Trustee or any other trustees necessary to 

conduct its business and enter into transactions contemplated under the Indenture, the Master 

Trust Agreement, the relevant Series Indenture and the relevant Series Trust Agreement; 

(xiv) have an interest in any bank account other than (1) the relevant Collection Account (as defined in 

the Indenture), (2) the Payment Account (as defined in the Master Trust Agreement) and (3) those 

accounts expressly permitted by the Indenture Trustee; provided that any such further accounts or 

such Series Trust’s interest therein shall be charged or otherwise secured in favor of the Indenture 

Trustee on terms acceptable to such Indenture Trustee; 

(xv) take any action that would cause it not to be either ignored or a grantor trust for U.S. federal 

income tax purposes; 

(xvi) permit any Affiliate, employee or officer of Jackson or any Initial Purchaser to be a trustee of such 

Series Trust; 
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(xvii) issue Notes under the Indenture and relevant Series Indenture unless (A) such Series Trust has 

purchased or will simultaneously purchase the relevant Funding Agreement from Jackson, (B) 

Jackson has affirmed in writing to such Series Trust that it has made or simultaneously will make 

changes to its books and records to reflect the granting of a security interest in, and the making of 

an assignment for collateral purposes of, the relevant Funding Agreement to the Indenture Trustee, 

and (C) such Series Trust has taken such other steps as may be necessary to cause the Indenture 

Trustee’s security interest in or assignment for collateral purposes of the relevant Pledged Estate to 

be perfected for purposes of the UCC or effective against such Series Trust’s creditors and 

subsequent purchasers of such Pledged Estate pursuant to insurance or other state law; 

(xviii) commingle its assets with assets of any of its affiliates (including any Series Trust), or guarantee 

any obligation of any of its affiliates (including any Series Trust); or 

(xix) maintain any joint account with any Person or be a party whether as co-obligor or otherwise, to 

any agreement to which any Person is a party, or become liable as a guarantor or otherwise with 

respect to any indebtedness or contractual obligation of any Person. 

Events of Default 

The following will be Events of Default under the Notes issued by a Series Trust: 

(i) failure to pay any interest on any Note of such Series Trust within five Business Days after such 

interest becomes due and payable; 

(ii) failure to pay the principal of any Note of such Series Trust within one Business Day after the 

maturity; 

(iii) any “Event of Default” (as defined in the relevant Funding Agreement) by Jackson; 

(iv) default in the performance, or breach, of any one or more of the other covenants of the relevant 

Series Trust in the Indenture or relevant Series Indenture (other than a covenant a default in whose 

performance or whose breach is elsewhere in this section specifically dealt with), and continuance 

of such default or breach for a period of 60 days after there shall have been given notice thereof to 

such Series Trust by the Indenture Trustee or to such Series Trust and the Indenture Trustee by the 

holders of the Notes representing at least 25% of the aggregate principal amount of the 

outstanding Notes of such Series Trust, which notice shall specify such default or breach and 

require it to be remedied and which notice shall state that it is a “Notice of Default;” provided that 

the Indenture Trustee may, without the consent of the holders of the Notes of such Series Trust 

and without prejudice to its rights in respect of any subsequent breach, from time to time and at 

any time, if in its opinion the interests of the holders of the Notes of such Series Trust will not be 

materially prejudiced thereby, waive or authorize, on such terms as seem expedient to it, any 

breach by the relevant Series Trust; provided, further, that the Indenture Trustee shall not so waive 

or authorize any breach in contravention of any express notice given by the holders of the Notes 

representing at least 25% of the aggregate principal amount of the outstanding Notes of such 

Series Trust; provided, still further, that no such express notice shall affect any previous waiver or 

authorization and any such waiver or authorization shall be binding on the holders of the Notes of 

such Series Trust, and if the Indenture Trustee deems appropriate, such waiver or authorization 

shall be provided to the holders of the Notes of such Series Trust as soon as practicable; 

(v) the Indenture or relevant Series Indenture for any reason shall cease to be in full force and effect 

(other than in accordance with its terms) or shall be declared null and void, or the Indenture 

Trustee shall cease to have a valid and perfected security interest subject to no prior liens or 

security interests in the relevant Pledged Estate and proceeds thereof except as expressly permitted 

by the Indenture; or any Person shall successfully claim as finally determined by a court of 

competent jurisdiction (1) that any material provision of the Indenture or relevant Series Indenture 
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is void or unenforceable, or (2) that any of the liens granted to the Indenture Trustee with respect 

to any of the relevant Pledged Estate is void or that the enforcement thereof or any other recourse 

by the Indenture Trustee against any of such Pledged Estate is materially limited because of any 

preference, fraudulent transfer or similar law; 

(vi) (1) a court having jurisdiction in the premises shall enter a decree or order for relief in respect of 

the Trust or the relevant Series Trust in an involuntary case under any applicable bankruptcy, 

insolvency or other similar law of the State of Delaware or any other applicable jurisdiction, which 

decree or order is not stayed; or any other similar relief shall be granted under any applicable law; 

or (2) an involuntary case shall be commenced against the Trust or the relevant Series Trust under 

any applicable bankruptcy, insolvency or other similar law of the State of Delaware or any other 

applicable jurisdiction; or a decree or order of a court having jurisdiction in the premises for the 

appointment of a receiver, liquidator, sequestrator, trustee, custodian or other officer having 

similar powers over Trust or the Series Trust, or over all or a substantial part of its property, shall 

have been entered; or there shall have occurred the involuntary appointment of an interim receiver, 

trustee or other custodian of Trust or the Series Trust for all or a substantial part of its property; or 

a court having jurisdiction in the premises shall enter a decree or order declaring the dissolution of 

Trust or the Series Trust; or a warrant of attachment, execution or similar process shall have been 

issued against any substantial part of the property of Trust or the Series Trust and any such event 

described in this clause (2) shall continue for 60 days unless dismissed, bonded or discharged; or 

(vii) (1) the Trust or the relevant Series Trust shall have an order for relief entered with respect to it or 

shall commence a voluntary case under any applicable bankruptcy, insolvency or other similar law 

of the State of Delaware or any other applicable jurisdiction, or shall consent to the entry of an 

order for relief in an involuntary case, or to the conversion of an involuntary case to a voluntary 

case, under any such law, or shall consent to the appointment of or taking possession by a 

receiver, trustee or other custodian for all or a substantial part of its property; or Trust or the Series 

Trust shall make any assignment for the benefit of creditors; or (2) Trust or the Series Trust shall 

fail or be unable, or admit in writing its inability, to pay its debts as such debts become due; or the 

Administrative Trustee of Trust or the Series Trust shall adopt any resolution or otherwise 

authorize any action to approve or for the purpose of effecting any of the actions referred to in this 

paragraph (vii). 

Whenever an Event of Default specified in clause (iv) or (v) above shall have occurred and be continuing, 

the Indenture Trustee or holders of more than 25% in aggregate principal amount of the outstanding Notes of such 

Series Trust may, by written notice to such Series Trust and the Indenture Trustee, declare the principal of and all 

accrued and unpaid interest and other amounts payable on the Notes of such Series Trust to be due and payable and 

such amounts shall become due and payable on the date the written declaration is received by or on behalf of the 

relevant Series Trust.  This provision, however, is subject to the condition that if, at any time after the principal of 

the Notes of such Series Trust shall have been so declared due and payable, and before any judgment or decree for 

the payment of the monies due shall have been obtained or entered, the holder or holders of at least 66 2/3 % in 

aggregate principal amount of the Notes of such Series Trust then outstanding by written notice to the relevant 

Series Trust and the Indenture Trustee may rescind and annul such declaration and its consequences, subject to 

certain conditions, but no such rescission and annulment shall affect any subsequent default or shall impair any right 

consequent thereon.  If an Event of Default specified in clause (i), (ii), (iii), (vi) or (vii) above occurs, the principal 

of and accrued interest on the Notes of such series will be immediately due and payable without any declaration or 

other act on the part of any relevant Series Trust, Indenture Trustee or holder of any Note.  Nothing in the Notes 

issued by any Series Trust will prevent any relevant Noteholder from enforcing (by the institution of legal action 

against the relevant Series Trust or otherwise) its right to receive payment of the principal of and interest on such 

Notes, or any other amount payable under such Notes or the relevant Indenture, when and to the extent such 

payments become due, provided that any Person holding a security entitlement with respect to any Note issued by 

any Series Trust through an account with a securities intermediary shall be subject to the laws and contractual 

provisions referred to under “Description of the Notes  Global Notes” above or in the relevant Indenture. 
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Application of Money Collected Under the Indenture 

Following an Event of Default under the Indenture, any supplements thereto or the relevant Funding 

Agreement, any moneys that may then be held or thereafter received by the Indenture Trustee as security with 

respect to the Notes of a Series shall be held in the relevant Collection Account and be applied in the following 

order, at the date or dates fixed by the Indenture Trustee and, in case of the distribution on account of principal or 

interest, upon presentation of the Notes, or both, and the notation thereon of the payment if only partially paid and 

upon surrender thereof if fully paid: 

first, to the payment of the reasonable and customary expenses and counsel fees incurred by the Indenture 

Trustee in connection with the performance of its fiduciary obligations to the Noteholders, in an aggregate amount 

of no more than $500,000 for all Series of Notes outstanding; 

second, to the payment of the amounts then due and unpaid upon the Notes of the relevant Series for 

principal and interest and all other amounts in respect of which or for the benefit of which such amount has been 

collected, ratably, without preference or priority of any kind, according to the aggregate amounts due and payable on 

such Notes for principal and interest and all such other amounts, respectively; 

third, to the payment of any other Secured Obligations (as defined in the Indenture), ratably, without 

preference or priority of any kind, according to the aggregate amounts due and payable on such obligations, 

respectively; and 

fourth, any remaining balance shall be paid to the relevant Series Trust, its successors or assigns or to 

whomever may be lawfully entitled to receive the same, or as a court of competent jurisdiction may determine. 

If no Event of Default exists, the following priority of payments shall apply: 

first, to the payment of the amounts then due and unpaid upon the Notes of the relevant Series for principal 

and interest and all other amounts in respect of which or for the benefit of which such amount has been collected, 

ratably, without preference or priority of any kind, according to the aggregate amounts due and payable on such 

Notes for principal and interest and all such other amounts, respectively; 

second, to the payment of any other Secured Obligations, ratably, without preference or priority of any 

kind, according to the aggregate amounts due and payable on such obligations, respectively; and 

third, any remaining balance shall be paid to the relevant Series Trust, its successors or assigns or to 

whomever may be lawfully entitled to receive the same, or as a court of competent jurisdiction may determine. 

Except as expressly set forth in the Indenture, none of the Indenture Trustee, Paying Agents or any 

successor Indenture Trustee, Paying Agents or Registrar thereto or any of their employees, officers, directors, 

affiliates or agents shall have any claim or rights of any nature in or to the relevant Pledged Estate, whether as a 

result of set-off, banker’s lien or otherwise. 

Certain Rights of Holders 

The holder or holders of the Notes representing at least 66 2/3% of the aggregate principal amount of the 

Notes of any Series Trust have the right under the Indenture to direct the time, method and place of conducting any 

proceedings for any remedy available to the Indenture Trustee or exercising any trust or power conferred on the 

Indenture Trustee with respect to the Notes of such Series Trust and the Pledged Estate appertaining thereto, subject 

to certain conditions set forth in the Indenture and the relevant Series Indenture. 

No holder of a Note shall have any right to institute any proceedings, judicial or otherwise, with respect to 

the Indenture, the Series Indenture or any agreement or instrument included in the relevant Pledged Estate or for the 

appointment of a receiver or trustee, unless: 
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(i) such holder has previously given written notice to the Indenture Trustee of a continuing Event of 

Default; 

(ii) the holder or holders of the Notes representing not less than 25% of the aggregate principal 

amount of the outstanding Notes of such Series Trust shall have made written request to the 

Indenture Trustee to institute proceedings in respect of such Event of Default in its own name as 

the Indenture Trustee; 

(iii) such holder or holders have offered to the Indenture Trustee indemnity or security satisfactory to it 

against the costs, expenses and liabilities to be incurred in compliance with such request; 

(iv) the Indenture Trustee for 60 days after its receipt of such notice, request and offer of indemnity 

has failed to institute any such proceeding; and 

(v) no direction inconsistent with such written request has been given to the Indenture Trustee during 

such 60-day period by the holder or holders of the Notes representing at least 66 2/3% of the 

aggregate principal amount of the outstanding Notes of such Series Trust; 

it being understood and intended that no holder or holders of the Notes shall have any right in any manner whatever 

by virtue of, or by availing of, any provision of the Indenture or relevant Series Indenture to affect, disturb or 

prejudice the rights of any other holder of any Note of the relevant Series Trust or to obtain or to seek to obtain 

priority or preference over any other holder of any Note of the relevant Series Trust or to enforce any right under the 

Indenture and relevant Series Indenture, except in the manner therein provided and for the equal and ratable benefit 

of all the holders of the Notes of the relevant Series Trust. 

Meetings 

A meeting of holders of the Notes of any series may be called at any time and from time to time pursuant to 

the Indenture and relevant Series Indenture to make, give or take any request, demand, authorization, direction, 

notice, consent, waiver or other action provided by such Indenture to be made, given or taken by each holder of the 

Notes of such Series Trust. 

The Indenture Trustee may at any time call a meeting of holders of the Notes of the relevant series for any 

purpose specified above to be held at such time and at such place in the City of New York or such other place as the 

Indenture Trustee will determine.  Notice of every meeting of holders of the Notes, setting forth the time and the 

place of such meeting and in general terms the action proposed to be taken at such meeting, will be given, in the 

manner provided under the heading “Miscellaneous” below, not less than 21 nor more than 180 days prior to the 

date fixed for the meeting. 

Any resolution passed or decision taken at any meeting of Noteholders duly held in accordance with the 

Indenture and relevant Series Indenture will be binding on all holders of the Notes of such Series Trust, whether or 

not such holders were present or represented at the meeting. 

Nonrecourse Enforcement 

Notwithstanding anything to the contrary contained in the Indenture or the relevant Series Indenture or the 

Notes, other than as described below, none of Jackson, its officers, directors, affiliates, employees or agents or any 

of the Administrative Trustee or the Depositor or the Beneficial Interest Certificate owner of any Series Trust or any 

of their officers, directors, affiliates, employees or agents (the “Nonrecourse Parties”) will be personally liable for 

the payment of any principal, interest or any other sums at any time owing under the terms of the Notes.  If any 

Event of Default shall occur with respect to any Notes of any Series Trust, the right of the holder or holders of the 

Notes of such Series Trust and the Indenture Trustee on behalf of such holder or holders in connection with a claim 

on such Notes will be limited solely to a proceeding against the relevant Pledged Estate.  Neither such holders nor 

the Indenture Trustee on behalf of such holders will have the right to proceed against the Nonrecourse Parties or any 

other Series Trust to enforce the Notes (except that to the extent they exercise their rights, if any, to seize the 
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Funding Agreement, they may enforce the Funding Agreement against Jackson) or for any deficiency judgment 

remaining after foreclosure of any property included in the Pledged Estate.  However, this will not in any manner or 

way constitute or be deemed a release of the debt or other obligations evidenced by the Notes or otherwise affect or 

impair the enforceability against the Series Trust of the liens, assignments, rights and security interests created by 

the Indenture, the relevant Series Indenture, the Pledged Estate or any other instrument or agreement evidencing, 

securing or relating to the indebtedness or the obligations evidenced by the Notes.  The holders of the Notes are not 

precluded from foreclosing upon any property included in the Pledged Estate or from any other rights or remedies in 

law or in equity against the relevant Series Trust. 

Modifications and Amendments 

Modifications and Amendments without Noteholder Consent.  The relevant Series Trust may enter into an 

agreement or agreements supplemental to the Indenture and the relevant Series Indenture at any time, and without 

the consent of any Noteholder or any Person holding a security entitlement in respect of the Notes of the relevant 

Series Trust through an account with a securities intermediary, for the purpose of: 

(i) conveying, transferring, assigning, mortgaging or pledging to the Indenture Trustee, as security for 

the Notes of such Series Trust, any property or assets in addition to the relevant Pledged Estate 

(provided such action does not adversely affect the Series Trust’s status as either ignored or a 

grantor trust for U.S. federal income tax purposes); 

(ii) curing any ambiguity or correcting or supplementing any provision contained in such Indenture, 

the relevant Series Indenture, the Notes of the relevant Series Trust or any supplemental 

agreement which may be defective or inconsistent with any other provision contained in such 

Indenture, such relevant Series Indenture, such Notes, the relevant Funding Agreement or any 

supplemental agreement, or making such other provisions in regard to matters or questions arising 

under the Indenture which shall not adversely affect the interests of any Noteholder of such Series 

Trust in any material respect; 

(iii) evidencing and providing for the acceptance of appointment under the Indenture and such relevant 

Series Indenture of a successor Indenture Trustee with respect to the Notes of such Series Trust; 

(iv) evidencing the succession of another Person (as defined in the Indenture) to the Trust or a Series 

Trust, and the assumption by any such successor of the covenants of the Trust therein, in the 

Notes; 

(v) adding to the covenants of the Trust or the Indenture Trustee for the benefit of the Holders of all or 

any Series of Notes or Coupons (and if such covenants are to be to the benefit of less than all 

Series of Notes or Coupons, stating that such covenants are expressly being solely for the benefit 

of such Series) or to surrender any right or power conferred in the Indenture upon the relevant 

Series Trust; 

(vi) adding any additional Events of Default to the Indenture; 

(vii) adding to or changing any of the provisions of this Indenture to provide that Bearer Notes may be 

registered as to principal, to eliminate any restrictions on the payment of principal of, any 

premium or interest on or any Additional Amounts (as defined in the Indenture) with respect to the 

Notes, permitting Bearer Notes to be exchanged for Bearer Notes of other authorized 

denominations or permitting or facilitating the issuance of the Notes in uncertificated form, 

provided any such action shall not adversely affect the interests of the Holders of the Notes of any 

Series or any Coupons appertaining thereto in any material respect; 

(viii) changing or eliminating any of the provisions of this Indenture; provided, however, that any such 

change or elimination shall become effective only when there is no Note Outstanding (as defined 
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in the Indenture) of any Series created prior to the execution of such supplemental indenture which 

is entitled to the benefit of or bound by such provision; or 

(ix) securing all or any Series of Notes. 

Modifications and Amendments with Noteholder Consent.  The relevant Series Trust and the Indenture 

Trustee may enter into an agreement or agreements supplemental to the Indenture or the relevant Series Indenture 

for the purpose of making any amendment or modification to the Notes of such Series Trust or the Indenture or the 

relevant Series Indenture or modifying in any manner the rights of any Noteholder of such Series Trust with the 

consent of the Noteholder or Noteholders representing at least a majority in aggregate principal amount of the Notes 

of such Series Trust at the time outstanding, provided that no such modification, amendment or waiver may, without 

the affirmative consent or affirmative vote of the Holder of each Note of such Series Trust affected thereby: 

(i) change the stated maturity of the principal of or any installment of interest on any Note of such 

Series Trust; 

(ii) reduce the principal amount of or interest on any Note of such Series Trust; 

(iii) change any place of payment where, or the coin or currency in which the principal of or interest 

on, any Note of such Series Trust is payable; 

(iv) impair the right of any Noteholder of such Series Trust to institute suit for the enforcement of any 

payment on or with respect to the Notes of such Series Trust; 

(v) reduce the percentage of the aggregate principal amount of the outstanding Notes of such Series 

Trust the consent of the holders of which is required for any supplemental indenture, or the 

consent of the holders of which is required for any waiver of compliance with provisions of the 

Indenture or relevant Series Indenture or defaults thereunder and their consequences provided for 

in the Indenture or relevant Series Indenture; 

(vi) modify any of the provisions of the Indenture or relevant Series Indenture respecting 

modifications and amendments, except to increase any percentage specified therein or to provide 

that additional provisions thereof cannot be modified or waived without the consent of the holder 

of each outstanding Note affected thereby; 

(vii) modify or alter the provisions of the Indenture’s definition of the term “Outstanding” which 

require that the Notes owned by the relevant Series Trust or any affiliate thereof be disregarded for 

purposes of such definition; 

(viii) modify or affect in any manner adverse to the interest of any holder of the Notes of the relevant 

Series Trust the terms and conditions of the obligations of such Series Trust regarding the due and 

punctual payment of the principal of, interest on or any other amounts due with respect to the 

Notes of such Series Trust; or 

(ix) permit the creation of any Lien ranking prior to or on a parity with the Lien of such Indenture or 

relevant Series Indenture with respect to any part of the relevant Pledged Estate or terminate the 

Lien of such Indenture or relevant Series Indenture on any property held for the benefit and 

security of holders of the Notes of such Series Trust or deprive the holder of any Note of such 

Series Trust of the security afforded by the Lien of such Indenture or relevant Series Indenture. 

Indenture Trustee 

Under the Indenture and each relevant Series Indenture, and subject to the terms, conditions and limitations 

set forth therein, if an Event of Default has occurred and is continuing thereunder, the Indenture Trustee is obligated 

to exercise such of the rights and powers vested in it by such Indenture and each relevant Series Indenture, and use 
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the same degree of care and skill in their exercise, as a prudent person would exercise or use under the 

circumstances in the conduct of its own affairs. 

Except during the continuance of an Event of Default under the Indenture or a relevant Series Indenture, 

the Indenture Trustee need perform only those duties that are specifically set forth in the Indenture and the relevant 

Series Indenture and no others, and no implied covenants or obligations of the Indenture Trustee will be read into 

the Indenture or any such relevant Series Indenture.  In addition, in the absence of bad faith on its part, the Indenture 

Trustee may conclusively rely, as to the truth of the statements and the correctness of the opinions expressed therein, 

upon certificates or opinions furnished to the Indenture Trustee and conforming to the requirements of the Indenture 

and the relevant Series Indenture unless a Responsible Officer (as defined in the Indenture) of the Indenture Trustee 

has actual knowledge that such statements or opinions are false.  The Indenture Trustee will examine such 

certificates and opinions to determine whether they conform to the requirements of the Indenture and the relevant 

Series Indenture. 

No provision of the Indenture or any relevant Series Indenture will be construed to relieve the Indenture 

Trustee from liability for its own negligent action, its own negligent failure to act, or its own willful misconduct, 

except that:  (a) this paragraph does not limit the effect of the immediately preceding paragraph; (b) the Indenture 

Trustee will not be liable for any error of judgment made in good faith by a Responsible Officer (as defined in the 

Indenture), unless it is proved that the Indenture Trustee was negligent in ascertaining the pertinent facts; (c) the 

Indenture Trustee will not be liable with respect to any action it takes or omits to take in good faith in accordance 

with a direction of the holder or holders representing at least 66 2/3% of the aggregate principal amount of the 

outstanding Notes of the relevant Series Trust relating to the time, method and place of conducting any proceeding 

for any remedy available to the Indenture Trustee, or exercising any trust or power conferred upon the Indenture 

Trustee, under such Indenture with respect to the Notes of such Series Trust; and (d) no provision of the Indenture or 

any relevant Series Indenture will require the Indenture Trustee to expend or risk its own funds or otherwise incur 

any financial liability in the performance of any of its duties thereunder, or in the exercise of any of its rights or 

powers, if it shall have reasonable grounds for believing that repayment of such funds or adequate indemnity against 

such risk or liability is not reasonably assured to it. 

The Indenture Trustee may resign at any time with respect to the Notes of a Series Trust by giving not less 

than 90 days prior written notice thereof to the relevant Series Trust.  If an instrument of acceptance by a successor 

Indenture Trustee shall not have been delivered to the Indenture Trustee within 30 days after the giving of such 

notice of resignation, the resigning Indenture Trustee may petition any court of competent jurisdiction for the 

appointment of a successor Indenture Trustee with respect to the Notes of such Series Trust. 

The Indenture Trustee may be removed at any time by the holder or holders representing at least 66 2/3% 

of the aggregate principal amount of outstanding Notes of each relevant Series Trust, delivered to the Indenture 

Trustee and the relevant Series Trust. 

If at any time the Indenture Trustee shall cease to be eligible to serve as Indenture Trustee under the 

requirements of any relevant Indenture or shall become incapable of acting or shall be adjudged as bankrupt or 

insolvent, or a receiver of the Indenture Trustee or of its property shall be appointed, or any public officer shall take 

charge or control of the Indenture Trustee or of its property or affairs for the purpose of rehabilitation, conservation 

or liquidation, then, (i) the Trust (except during the existence of an Event of Default) by a Series Trust Order (as 

defined in the Indenture) may remove the Indenture Trustee, or (ii) subject to certain obligation to pay costs of suit, 

any Noteholder who has been a bona fide holder of a Note of the relevant Series Trust for at least six months may, 

on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of 

the Indenture Trustee and the appointment of a successor Indenture Trustee under the Indenture and any relevant 

Series Indenture. 

If the Indenture Trustee shall resign, be removed or become incapable of acting, or if a vacancy shall occur 

in the office of the Indenture Trustee for any reason, a successor Indenture Trustee shall be appointed by act of the 

holder or holders of the Notes of the Series Trusts representing at least 66 2/3% of the aggregate principal amount of 

the outstanding Notes of Series Trusts delivered to the Trust and the retiring Indenture Trustee, and the successor 

Indenture Trustee so appointed shall, forthwith upon its acceptance of such appointment, become the successor 

Indenture Trustee and to that extent supersede the successor Indenture Trustee appointed by the Trust.  If no 
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successor Indenture Trustee with respect to the Trust shall have been so appointed by the holder or holders of the 

Notes of the Series Trusts and shall have accepted appointment in the manner herein provided, any holder who has 

been a bona fide holder of a Note of a Series Trust for at least six months may (subject to Section 6.14 of the 

Indenture), on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the 

appointment of a successor Indenture Trustee. 

Miscellaneous 

Notices.  All notices shall be deemed to have been given upon (i) the mailing by first class mail, postage 

prepaid, of such notices to each holder of the Registered Notes of any Series Trust at their registered addresses as 

recorded in the register of Notes for such Series Trust, (ii) publication in a leading daily newspaper having general 

circulation in London (expected to be the Financial Times) for holders of Bearer Notes, and (iii) so long as the Notes 

of a Series Trust are admitted to trading on the regulated market of Euronext Dublin and it is required by the 

guidelines of Euronext Dublin, publication of such notice to each holder of the Notes of such Series Trust in English 

in a leading newspaper having general circulation in Ireland (which is expected to be the Irish Times) or, if such 

publication is not practicable, in one other leading English language daily newspaper with general circulation in 

Europe, such newspaper being published on each business day in morning editions, whether or not it shall be 

published in Saturday, Sunday or holiday editions. 

As long as any Notes of a Series Trust represented by a Global Note are deposited in DTC, Euroclear, 

Clearstream or such other clearing system, notices to all holders of the Notes of such Series Trust may, if so 

permitted by the guidelines of Euronext Dublin (or such other exchange on which the Notes of such Series Trust 

may then be listed), be given by delivery of the relevant notice to DTC, Euroclear or Clearstream or other relevant 

clearing agency for communication by it to its accountholders or by delivery of the relevant notice to the holder or 

holders of any global certificate.  Any such notices will also be published in a leading daily newspaper having 

general circulation in Ireland (expected to be the Irish Times). 

Neither the failure to give notice, nor any defect in any notice given, to any particular holder of a Note will 

affect the sufficiency of any notice with respect to any other holder of any Note. 

Such notice may be waived in writing by the person entitled to receive such notice, either before or after 

the event, and such waiver shall be the equivalent of such notice.  Waivers of notice by holders of the Notes of a 

Series Trust shall be filed with the Indenture Trustee, but such filing shall not be a condition precedent to the 

validity of any action taken in reliance upon such waiver. 

Governing Law; Submission to Jurisdiction.  The Indenture, any relevant Series Indenture and the Notes 

shall be governed by, and construed in accordance with, the laws of the State of New York, except as required by 

mandatory provisions of law and except to the extent that the validity or perfection of a Series Trust’s ownership of 

and security interest in the relevant Funding Agreement or remedies under the Indenture or any relevant Series 

Indenture in respect thereof may be governed by the laws of a jurisdiction other than the State of New York.  All 

judicial proceedings brought against the Trust, any Series Trust, or Indenture Trustee arising out of or relating to the 

Indenture, any relevant Series Indenture, Note or any portion of any Pledged Estate may be brought in a U.S. federal 

court located in New York City, the Borough of Manhattan.  Under the terms of the Indenture and each relevant 

Series Indenture, the relevant Series Trust, the Trust and Indenture Trustee will each accept for itself the 

nonexclusive jurisdiction of the aforesaid courts, waive any defense of forum non conveniens and agree to be bound 

by any judgment rendered thereby in connection with the Indenture, the relevant Series Indenture or the Notes or 

any portion of the relevant Pledged Estate. 

DESCRIPTION OF THE BENEFICIAL INTEREST CERTIFICATE 

The beneficial interest in each Series Trust will consist of one $100 Beneficial Interest Certificate.  The 

holder of the Beneficial Interest Certificate’s right to payment will be in all respects subordinated to the rights to 

payment of holders of the Notes. 
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CERTAIN PROVISIONS OF THE MASTER TRUST AGREEMENT  

AND RELEVANT SERIES TRUST AGREEMENTS 

Limitation on Permitted Activities.  Under the Master Trust Agreement creating the Trust and the Series 

Trust Agreement creating the Series Trust, neither the Trust nor any such Series Trust may undertake any business, 

activity or transaction except as expressly provided for or contemplated by the Master Trust Agreement, the relevant 

Series Trust Agreements, the Indenture or the relevant Series Indenture. 

Defense of claims.  Pursuant to the Master Trust Agreement and the relevant Series Trust Agreement, the 

Administrative Trustee must defend all claims and demands of all persons at any time claiming any lien on any of 

the assets of any Series Trust adverse to the interest of such Series Trust or any holder of the Notes issued by such 

Series Trust, other than the security interest in the Pledged Estate granted in favor of the Indenture Trustee on behalf 

of each such Noteholder pursuant to the Indenture and the relevant Series Indenture. 

Limitation on Liability of the Administrative Trustee.  The Administrative Trustee will not be liable for any 

action or failure to act, except (i) for its own willful misconduct or gross negligence, (ii) for the inaccuracy of its 

own representations or warranties contained in the Master Trust Agreement or any relevant Series Trust Agreement, 

(iii) for its failure to use ordinary care to disburse funds, or (iv) for taxes (other than income taxes), fees or other 

charges on, based on or measured by, any fees, commissions or compensation received by such Administrative 

Trustee in connection with any of the transactions contemplated by the Master Trust Agreement or any relevant 

Series Trust Agreement. 

Eligibility Requirements for Administrative Trustee.  The Administrative Trustee must at all times be a 

corporation (i) authorized to exercise corporate trust powers; (ii) having a combined capital and surplus of at least 

$50,000,000 and subject to supervision or examination by Federal or State authorities; (iii) having (or having a 

parent which has) a rating of at least Baa3 by Moody’s or BBB- by S&P and (iv) satisfying the provisions of Section 

3807(a) of the Delaware Business Trust Act. 

Amendments to the Master Trust Agreement and relevant Series Trust Agreements.  The Master Trust 

Agreement and a relevant Series Trust Agreements may be amended from time to time by the Administrative 

Trustee without the consent of holders of the Notes issued by any relevant Series Trust, (i) to cure any ambiguity, 

(ii) to correct, supplement or modify any provision in such Master Trust Agreement and relevant Series Trust 

Agreement that is inconsistent with another provision therein or (iii) to modify, eliminate or add to any provisions of 

the Master Trust Agreement and relevant Series Trust Agreement to the extent necessary (A) to ensure that any 

Series Trust will be classified for U.S. federal income tax purposes as either a disregarded entity or a grantor trust at 

all times or (B) to ensure that any Series Trust will not be required to register as an investment company under the 

Investment Company Act; provided, however, that in the case of clause (i) and clause (ii), such action would not 

adversely affect in any material respect the interests of any holder of the Notes issued by any Series Trust. 

Without the consent of each affected holder of the Notes issued by any Series Trust, the Master Trust 

Agreement and any relevant Series Trust Agreement may not be amended to (i) change the amount or timing of any 

payments on any Notes or otherwise adversely affect the terms of any Notes or (ii) impair the right of any 

Noteholder to institute suit for the enforcement of any right for principal and interest or other distribution. 
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DESCRIPTION OF CERTAIN TERMS AND 

CONDITIONS OF THE FUNDING AGREEMENTS 

The description of certain of the terms and conditions of the relevant Funding Agreements set forth below 

and in the description of the terms and conditions of the Notes set forth above is a summary of, and is subject to, the 

detailed provisions of such Funding Agreements and related documents, copies of which will be on file with the 

Indenture Trustee and Paying Agents.  Capitalized terms used herein have the same meanings as those used in the 

Funding Agreement unless the context otherwise requires. 

Generally 

Funding Agreements are unsecured obligations of insurance companies that, based upon Michigan 

Insurance Code Section 500.8142, would have a statutory liquidation priority over claims of general creditors as 

further described below.  Under Michigan law, for purposes of determining the priority of distribution of claims 

from an insolvent Michigan domestic insurer’s estate, life insurance and annuity policies include, but are not limited 

to, individual annuities, group annuities, GICs and funding agreement contracts, and are accorded a class two 

priority in the event of the insolvency of a Michigan domestic insurer.  Michigan law would apply to insolvency or 

receivership proceedings of the Funding Agreement Provider should the Funding Agreement Provider ever become 

impaired or insolvent.  Thus, in the event of the insolvency of the Funding Agreement Provider, funding agreements 

would be treated pari passu with life insurance policy and annuity claims, and therefore ahead of any unsecured debt 

obligations of the Funding Agreement Provider.  The credit quality of a funding agreement is therefore reflected in 

the Funding Agreement Provider’s insurance financial strength ratings. 

The obligation to pay under each Funding Agreement will be solely an obligation of Jackson.  The 

obligations of Jackson under each Funding Agreement are not guaranteed by any person, including but not limited to 

any of its holding companies, subsidiaries or affiliates. 

Each series of Notes will be secured by all of the Funding Agreements issued by Jackson in respect of the 

tranches of Notes comprising such series of Notes. 

Representations of Jackson 

Subject to the provisions of the applicable Final Terms for the related series of Notes, Jackson will, among 

other things, represent in each Funding Agreement executed by it that such Funding Agreement has been duly 

authorized, executed and delivered by it and, assuming the due authorization, execution and delivery thereof by the 

other party thereto, constitutes a legal, valid and binding obligation of it enforceable against it in accordance with 

the terms thereof, subject to applicable bankruptcy, insolvency and similar laws affecting creditors’ rights generally, 

and subject, as to enforceability, to general principles of equity, regardless of whether enforcement is sought in a 

proceeding in equity or at law. 

Restrictions on Transfer 

 The following conditions must be satisfied in order to effectuate any assignment of any Funding 

Agreement:  (a) the Funding Agreement may only be transferred through a book entry system maintained by 

Jackson within the meaning of Treasury Regulations Section 1.871-14(c)(1)(i) and (b) Jackson shall have received 

from the proposed assignee such representations, certificates, documentation and opinions as Jackson may deem 

necessary and appropriate. 

Events of Default under Funding Agreements 

Subject to the provisions of the applicable Final Terms each of the following events will constitute an 

“Event of Default” under a Funding Agreement and Jackson shall, in the case of (a) and (b) below and shall, upon 

the request of the relevant Series Trust, in the case of (c) or (d), repay to the relevant Series Trust all amounts under 

the relevant Funding Agreement remaining unpaid, together with interest accrued thereon but unpaid forthwith upon 

the occurrence of any of the following events: 
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(a) default in the payment of any interest on the relevant Funding Agreement when such interest 

becomes due and payable, and continuance of such default for a period of five Business Days; or 

(b) default in the payment of any principal amount under the relevant Funding Agreement and 

continuance of such default for a period of one Business Day; or 

(c) (i) a court having jurisdiction in the premises has entered a decree or order for relief in respect of 

Jackson in an involuntary case under any applicable bankruptcy, insolvency or other similar law 

now or hereafter in effect of the United States of America or any other applicable jurisdiction, 

which decree or order is not stayed; or any other similar relief has been granted under any 

applicable law; or (ii) an insolvency case has been commenced against Jackson under any 

applicable bankruptcy, insolvency or other similar law now or hereafter in effect of the United 

States of America or any other applicable jurisdiction; or a decree or order of a court having 

jurisdiction in the premises for the appointment of a receiver, liquidator, sequestrator, trustee, 

custodian or other officer having similar powers over Jackson, or over all or a substantial part of 

its property, has been entered; or there has occurred the involuntary appointment of an interim 

receiver, trustee or other custodian of Jackson for all or a substantial part of its property; or a court 

having jurisdiction in the premises has entered a decree or order declaring the dissolution of 

Jackson; or a warrant of attachment, execution or similar process has been issued against any 

substantial part of the property of Jackson and any such event described in this clause (c) 

continues for 30 days unless dismissed, bonded or discharged; or 

(d) (i) Jackson has an order for relief entered with respect to it or commences a voluntary case under 

any applicable bankruptcy, insolvency or other similar law now or hereafter in effect of the United 

States of America or any other applicable jurisdiction, or consents to the entry of an order for 

relief in an involuntary case, or to the conversion of an involuntary case to a voluntary case, under 

any such law, or consents to the appointment of or taking possession by a receiver, trustee or other 

custodian for all or a substantial part of its property; or Jackson makes any assignment for the 

benefit of creditors; or (ii) Jackson fails or is unable, or Jackson admits in writing its inability, to 

pay its debts as such debts become due; or the Board of Directors of Jackson adopts any action to 

approve or for the purpose of effecting any of the actions referred to in this paragraph (d). 

Jackson will forthwith notify the Administrative Trustee, the Series Trust and any rating agency rating the 

relevant Notes of the occurrence of any of either (c) or (d) above. 

Payment of Additional Amounts 

Subject to the provisions of the applicable Final Terms, under each Funding Agreement, Jackson will 

agree:  (i) to pay additional amounts to the relevant Series Trust to compensate for any withholding or deduction for 

or on account of any present or future taxes, duties, assessments or governmental charges of whatever nature 

imposed or levied by or on behalf of any governmental authority in the United States having the power to tax, so 

that the net amount received by the Series Trust under the Funding Agreement will equal the amount that would 

have been paid under the Funding Agreement had no such deduction or withholding been required provided that 

Jackson shall not be required to make any payment of any additional amount for or on account of (a) any tax, duty, 

levy, assessment or governmental charge imposed which would have not been imposed but for the existence of any 

present or former connection between a holder or beneficial owner of one or more of the related Notes and the 

United States, including being or having been a citizen or resident thereof, or being or having been present therein, 

engaged in a trade or business therein, or incorporated therein, or having or having had a permanent establishment 

therein, or being or having been a controlled foreign corporation, a personal holding company, a passive foreign 

investment company, a corporation that has accumulated earnings to avoid U.S. federal income tax or a private 

foundation or other tax-exempt organization, or being or having been an actual or constructive owner of 10% or 

more of the total combined voting power of all shares of Jackson or of the Series Trust or its owner; (b) any tax, 

duty, levy, assessment or governmental charge which would not have been imposed but for the presentation of the 

related Notes (where presentation is required) for payment on a date more than 30 days after the date on which such 

payment becomes due and payable or the date on which payment is duly provided for, whichever occurs later, 

except to the extent that the holder or beneficial owner of the related Note would have been entitled to additional 
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amounts had the Notes been presented on the last day of such period of 30 days; (c) any tax, duty, levy, assessment 

or governmental charge which is imposed or withheld solely by reasons of the failure of a holder or beneficial owner 

of a Note to comply with certification, identification or information reporting requirements concerning the 

nationality, residence, identity or connection with the United States of a holder or beneficial owner of such Note, if 

compliance is required by statute, by regulation of the United States Treasury Department or by an applicable 

income tax treaty to which the United States is a party as a precondition to exemption from such tax, assessment or 

other government charge; (d) any inheritance, gift, estate, personal property, sales or transfer tax or similar tax, duty, 

levy, assessment or governmental charge; (e) any tax, duty, levy, assessment or governmental charge that is payable 

otherwise than by withholding from payments in respect of the Funding Agreement or the related Notes; (f) any tax, 

duty, levy, assessment or governmental charge which is imposed by reason of the holder or beneficial owner being 

or having been a bank for U.S. federal income tax purposes whose receipt of interest on the Notes is described in 

Section 881(c)(3)(A) of the Code; (g) any tax, duty, levy, assessment or governmental charge imposed by reason of 

payments on the Notes being treated as contingent interest described in Section 871(h)(4) of the Code; (h) any tax, 

duty, levy, assessment or governmental charge that would not have been imposed but for an election by the holder or 

beneficial owner of one or more of the Notes the effect of which is to make payment in respect of the Notes subject 

to U.S. federal income tax; (i) any tax, duty, levy, assessment or governmental charge imposed under any of 

Sections 1471 through 1474 of the Code, any applicable United States Treasury Regulations promulgated 

thereunder, or any judicial or administrative interpretation of any of the foregoing; (j) any tax, duty, levy, assessment 

or governmental charge imposed with respect to a Bearer Note issued after March 18, 2012 that is not treated as 

being in “registered form” for U.S. federal income tax purposes; or (k) any combination of items (a), (b), (c), (d), 

(e), (f), (g), (h), (i) or (j); and (ii) to pay additional amounts to the relevant Series Trust to compensate for any 

additional amounts which the Series Trust may be required to pay pursuant to the terms and conditions of the Notes. 

If Jackson would be required to pay additional amounts as provided above and such obligation cannot be 

avoided by Jackson taking reasonable measures available to it and such circumstances are evidenced by the delivery 

by Jackson to the relevant Series Trust of a certificate signed by two officers of Jackson stating that the said 

circumstances prevail and describing the facts leading thereto and an opinion of independent legal advisers of 

recognized standing to the effect that such circumstances prevail, then Jackson may repay all amounts due under 

each Funding Agreement, and thereby terminate such Funding Agreement. 
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TAXATION 

The information provided below does not purport to be a complete summary of the U.S. tax law and 

practice currently applicable.  Prospective investors should consult with their own professional advisors. 

U.S. Taxation 

The following is a summary of certain U.S. federal income tax consequences of the purchase, ownership 

and disposition of the Notes.  It is included herein for general information only and does not address every aspect of 

the income or other tax laws that may be relevant to investors in the Notes in light of their personal investment 

circumstances or that may be relevant to certain types of investors subject to special treatment under U.S. income 

tax laws (for example, financial institutions, tax-exempt organizations, real estate investment trusts, regulated 

investment companies, insurance companies, dealers in securities or currencies, traders in securities that elect to use 

a mark-to-market method of accounting for the securities holdings or U.S. persons that have a functional currency 

other than the U.S. dollar).  If a partnership or an entity treated as a partnership for U.S. federal income tax purposes 

holds the Notes, the tax treatment of a partner or an equity interest owner of such other entity generally will depend 

upon the status of the partner or such owner and the activities of the partnership or other entity treated as a 

partnership.  Persons that are partners of a partnership holding the Notes are urged to consult their tax advisors.  The 

discussion in this summary is limited to initial purchasers of the Notes who purchase the Notes for cash at the “issue 

price” (i.e., the initial offering price to the public, excluding bond houses and brokers, at which a substantial amount 

of such Notes are sold) and who hold the Notes as capital assets within the meaning of Section 1221 of the Code and 

not as part of a straddle, hedging or conversion transaction, or as part of a “synthetic security” or other integrated 

financial transaction.  In addition, this discussion does not address the effect of U.S. federal alternative minimum 

tax, U.S. federal gift and estate tax law or any state, local or foreign tax laws. 

Persons considering the purchase, ownership or disposition of the Notes should consult their own tax 

advisors concerning the U.S. federal income tax consequences in light of their particular situations as well as any 

consequences arising under the laws of any other taxing jurisdiction.  Furthermore, the discussion below is based 

upon provisions of the Code, the legislative history thereof, final, temporary and proposed regulations thereunder, 

and rulings and judicial decisions thereunder as of the date hereof, and such authorities may be repealed, revoked or 

modified (including changes in effective dates, and possibly with retroactive effect) so as to result in U.S. federal 

income tax consequences different from those discussed below. 

As used herein, a “Non-U.S. Holder” is any beneficial owner of a Note (other than a partnership) that is 

not a U.S. Holder.  A “U.S. Holder” is a beneficial owner of a Note that is for U.S. federal income tax purposes (i) a 

citizen or resident of the United States; (ii) a corporation created or organized in or under the laws of the United 

States or any state thereof (including the District of Columbia); (iii) an estate the income of which is subject to U.S. 

federal income tax without regard to its source; or (iv) a trust, if (a) a court within the United States is able to 

exercise primary supervision over administration of the trust and one or more U.S. persons have authority to control 

all substantial decisions of the trust or (b) it has a valid election in effect under applicable U.S. Treasury regulations 

to be treated as a domestic trust (any of the foregoing, for purposes of this “Taxation” section, a “U.S. Person”). 

Pursuant to recently enacted legislation, an accrual method taxpayer that reports revenues on an applicable 

financial statement generally must recognize income for U.S. federal income tax purposes no later than the taxable 

year in which such income is taken into account as revenue in an applicable financial statement of the taxpayer.  To 

the extent this rule is inconsistent with the rules described below, this rule supersedes such rules.  Thus, this rule 

could potentially require such a taxpayer to recognize income for U.S. federal income tax purposes with respect to 

the Notes prior to the time such income would be recognized pursuant to the rules described below.  Potential 

investors in the Notes should consult their tax advisors regarding the potential applicability of these rules to their 

investment in the Notes. 

Tax Treatment of the Series Trust and the Notes 

In the opinion of Willkie Farr & Gallagher LLP, special U.S. income tax counsel to Jackson (“Special Tax 

Counsel”), under current law and assuming that the Series Trust is operated in accordance with its organizational 

documents and as described in this Offering Memorandum, and based on certain facts and assumptions contained in 
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such opinion, the Series Trust will not be treated as an association or a publicly traded partnership taxable as a 

corporation. 

Jackson and the Series Trust will treat the Notes as debt of Jackson for U.S. federal income tax purposes.  

Each Holder of the Notes, by acceptance of such Notes, will also agree to treat the Notes as debt of Jackson for U.S. 

federal income tax purposes.  The remainder of this discussion assumes the Notes are properly treated as debt of 

Jackson for U.S. federal income tax purposes. 

An opinion of Special Tax Counsel is not binding on the Internal Revenue Service (the “IRS”) or the 

courts, and no ruling on any of the consequences or issues discussed below will be sought from the IRS.  

Accordingly, persons considering the purchase of the Notes should consult their own tax advisors about the U.S. 

federal income tax consequences of an investment in the Notes and the application of U.S. federal income tax laws, 

as well as the laws of any state, local or foreign taxing jurisdictions, to their particular situations. 

U.S. Taxation of U.S. Holders 

Original Issue Discount and Premium 

U.S. Holders of the Notes will include payments of stated interest received in respect of the Notes as 

ordinary interest income in the taxable year when received or accrued in accordance with their method of accounting 

for U.S. federal income tax purposes.  In general, if the issue price of a Note, determined by the aggregate first price 

at which a substantial amount of the Notes of the first related tranche of a Series are sold to the Holders, is less than 

the “stated redemption price at maturity” of the Note by more than a de minimis amount, a U.S. Holder will be 

considered to have purchased the Note with original issue discount (“OID”).  If a U.S. Holder acquires a Note with 

OID, then regardless of such Holder’s method of accounting, the Holder will be required to accrue OID on the Note 

on a constant yield basis and include such accruals in gross income. 

In general, if the issue price of a Note exceeds the “stated redemption price at maturity” of the Note, a U.S. 

Holder will be considered to have purchased the Note at a premium.  In this event, a U.S. Holder may elect to 

amortize such premium, based on a constant interest basis, as an offset to interest income, whether or not such U.S. 

Holder has received any cash payment from Jackson with respect to the Note.  Any amount of unamortized bond 

premium will decrease the U.S. Holder’s tax basis in the Note. 

“Stated redemption price at maturity” means the sum of all payments to be received on a Note other 

than payments of “qualified stated interest” (defined generally as stated interest that is unconditionally payable at 

least annually at a single fixed rate or, in the case of a variable rate debt instrument, at a “qualified floating rate,” an 

“objective rate,” a combination of a single fixed rate and one or more “qualified floating rates” or one “qualified 

inverse floating rate,” or a combination of “qualified floating rates” that generally does not operate in a manner that 

accelerates or defers interest payments on such Note). 

Notes that have a fixed maturity of one year or less (“short-term notes”) will be treated as having been 

issued with OID.  In general, an individual or other cash method U.S. Holder is not required to accrue such OID 

unless the U.S. Holder elects to do so.  If such an election is not made, any gain recognized by the U.S. Holder on 

the sale, exchange or maturity of the short-term note will be ordinary income to the extent of the OID accrued on a 

straight-line basis, or upon election under the constant yield method (based on daily compounding), through the date 

of sale or maturity, and a portion of the deductions otherwise allowable to the U.S. Holder for interest on borrowings 

allocable to the short-term note will be deferred until a corresponding amount of income is realized.  U.S. Holders 

who report income for U.S. federal income tax purposes under the accrual method, and certain other holders 

including banks and dealers in securities, are required to accrue OID on a short-term note on a straight-line basis 

unless an election is made to accrue the OID under a constant yield method (based on daily compounding). 

Sale, Exchange or Retirement of the Notes 

In general, a U.S. Holder of a Note will have an adjusted tax basis in such Note equal to the cost of the 

Note to such Holder, increased by any amount includible in income by such Holder as OID and reduced by 
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amortized premium and any payments other than payments of qualified stated interest on the Note.  Upon a sale, 

exchange or retirement of a Note, a U.S. Holder will generally recognize gain or loss equal to the difference between 

the amount realized on the sale, exchange or retirement (less any accrued interest, which would be taxable as such) 

and the Holder’s adjusted tax basis in such Note.  Such gain or loss will be long-term capital gain or loss if the U.S. 

Holder held the Note for more than one year at the time of disposition, subject to the rules described below for a 

Foreign Currency Note (as defined below).  U.S. Holders that are individuals are entitled to preferential treatment 

for the excess of net long-term capital gains over net short-term capital losses; however, the ability of U.S. Holders 

to offset capital losses against ordinary income is limited. 

Foreign Currency Notes 

The following summary describes special rules that apply, in addition to the rules described above, to Notes 

that are denominated in, or provide for payments determined by reference to, a currency or currency unit other than 

the U.S. dollar (“Foreign Currency Notes”).  The amount of stated interest paid with respect to a Foreign Currency 

Note that is includible in income by a cash method of accounting U.S. Holder is the U.S. dollar value of the amount 

paid, as determined on the date of receipt by the U.S. Holder using the spot rate of exchange on such date.  In the 

case of stated interest paid to a U.S. Holder that uses the accrual method of accounting, and in the case of OID for 

all U.S. Holders, such U.S. Holder is required to include in income the U.S. dollar value of the amount of interest 

income or OID that accrued during the accrual period.  The U.S. dollar value of such accrued interest income is 

determined by translating such income at the average rate of exchange for the accrual period or, at the U.S. Holder’s 

election, at the spot rate of exchange on the last day of the accrual period. 

Sale, Exchange or Redemption of a Foreign Currency Note.  The amount realized with respect to a sale, 

exchange or redemption of a Foreign Currency Note generally will be (i) in the case of a cash basis taxpayer, the 

U.S. dollar value of the payment received determined on the settlement date of the sale of such Note (using the spot 

rate on such date) or (ii) in the case of an accrual basis taxpayer, the U.S. dollar value of the payment received 

determined on the date of disposition of such Note (or, if such taxpayer elects, the settlement date of the sale of such 

Note) (using the spot rate on such date).  Gain or loss that is recognized will be ordinary income or loss to the extent 

it is attributable to fluctuations in exchange rates between the date of purchase (or basis adjustment) and the date of 

disposition or settlement, as the case may be. 

Disclosure Requirements for Reportable Transactions.  A U.S. Holder that participates in any “reportable 

transaction” (as defined in the Treasury Regulations) must attach to its U.S. federal income tax return a disclosure 

statement on IRS Form 8886.  Each U.S. Holder should consult its own tax advisor regarding the possible obligation 

to file IRS Form 8886 reporting foreign currency loss arising from the Notes or any amount received with respect to 

the Notes.   

Net Investment Income Tax 

 Certain U.S. Holders that are individuals, estates or trusts will be subject to a 3.8% tax on all or a portion of 

their “net investment income,” which may include all or a portion of their interest income and net gains from the 

disposition of a Note.  If you are a U.S. Holder that is an individual, estate or trust, you are urged to consult your tax 

advisors regarding the applicability of the net investment income tax to your income. 

 

U.S. Taxation of Non-U.S. Holders 

Provided the Notes are sold and delivered and payments are made in accordance with the terms of the 

Notes, and subject to the discussion of backup withholding and FATCA withholding below, payments of principal 

and interest (including OID) with respect to the Notes by or on behalf of a Series Trust or any of its paying agents to 

a Non-U.S. Holder, assuming such income is not effectively connected with the conduct of a trade or business in the 

United States, will not be subject to U.S. federal withholding tax if:  (i) the Non-U.S. Holder does not actually or 

constructively own 10 percent or more of the total combined voting power of all classes of stock of Jackson entitled 

to vote within the meaning of Section 871(h)(3) of the Code and regulations thereunder, (ii) the Non-U.S. Holder is 

not a controlled foreign corporation that is related within the meaning of Section 864(d)(4) of the Code to Jackson, 

(iii) the Non-U.S. Holder is not a bank for U.S. federal income tax purposes whose receipt of interest on the Note is 

described in Section 881(c)(3)(A) of the Code; (iv) interest on the Notes is not contingent interest within the 
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meaning of Section 871(h)(4)(A) of the Code; (v) the Notes are treated as being in “registered form” for U.S. federal 

income tax purposes; and (vi) the certification requirements under Section 871(h) or Section 881(c) of the Code and 

regulations thereunder, summarized generally below, are met (satisfaction of the foregoing referred to as eligibility 

for the “Portfolio Interest Exemption”).   

Sections 871(h) and 881(c) of the Code and regulations thereunder require that, in order to obtain the 

Portfolio Interest Exemption from withholding previously described:  (a) the beneficial owner of the Notes must 

certify to Jackson and the Series Trust or a paying agent (as the case may be), under penalties of perjury, that such 

owner is a Non-U.S. Holder, and must provide its name, address and U.S. taxpayer identification number (“TIN”), if 

any, as well as any other required certification information; (b) a securities clearing organization, bank or other 

financial institution that holds customers’ securities in the ordinary course of its trade or business (a “Financial 

Institution”) and holds such Notes on behalf of the beneficial owner thereof must certify to Jackson and the Series 

Trust or a paying agent (as the case may be), under penalties of perjury, that such certificate has been received from 

the beneficial owner by it or by a Financial Institution between it and the beneficial owner, and must furnish Jackson 

and the Series Trust or such paying agent (as the case may be) with a copy thereof; or (c) the Non-U.S. Holder must 

provide the certification described in clause (a) to a “qualified intermediary” or a “withholding foreign partnership,” 

and must ensure that certain other conditions are met.  For these purposes, the certificate stating that the beneficial 

owner of a Note is not a U.S. Holder is generally valid only if it is signed under penalties of perjury, contains the 

beneficial owner’s name and permanent residence address and is dated no earlier than the third year prior to the date 

on which it was provided.  The beneficial owner’s certification may be provided on IRS Form W-8BEN or W-

8BEN-E, if applicable (or such successor form as the IRS may prescribe).  A non-withholding foreign partnership 

generally is required to provide Form W-8IMY (or such successor form as the IRS may prescribe) and to attach 

thereto an appropriate certification by each partner, with a look-through rule applying in the case of tiered 

partnerships. 

If a Non-U.S. Holder does not satisfy the requirements for eligibility for the Portfolio Interest Exemption, 

interest (including OID) earned by such Non-U.S. Holder generally will be subject to a 30 percent withholding tax 

unless (i) the Note has a maturity (at issue) of 183 days or less or (ii) the beneficial owner of the Note provides the 

Series Trust or its paying agent, as the case may be, with a properly executed (1) IRS Form W-8BEN or W-8BEN-E, 

if applicable (or such successor form) claiming an exemption from or reduction in withholding under the benefit of a 

U.S. income tax treaty or (2) IRS Form W-8ECI stating that interest paid on the Note is not subject to withholding 

tax because it is effectively connected with the Non-U.S. Holder’s conduct of a trade or business in the United 

States. 

A Non-U.S. Holder will not be subject to net basis U.S. federal income taxation with respect to interest 

(including OID) on a Note unless such income is or is deemed to be effectively connected with the conduct of a U.S. 

trade or business by the Non-U.S. Holder, in which case net basis income taxation on such income will apply in the 

same manner as if the Non-U.S. Holder were a U.S. Holder, and, if such holder is a foreign corporation, it may also 

be subject to a branch profits tax equal to 30 percent (or lower rate provided by an applicable treaty) of its 

effectively connected earnings and profits for the taxable year, subject to adjustments.  For this purpose, such 

interest (including OID) on a Note will be included in such foreign corporation’s earnings and profits. 

Subject to the discussion of backup withholding and FATCA withholding below, a Non-U.S. Holder will 

not be subject to U.S. federal income or withholding tax on any gain realized on the sale, exchange, retirement or 

other disposition of a Note other than gain attributable to accrued interest (including OID) and will not be subject to 

U.S. federal income tax on such gain unless (i) the Non-U.S. Holder is an individual who is present in the United 

States for 183 days or more in the taxable year of such sale, exchange, retirement or other disposition, and certain 

other conditions are met or (ii) such gain is (or is treated as) effectively connected with a trade or business in the 

United States of such Non-U.S. Holder (and, if an applicable treaty applies, such gain or income is attributable to a 

permanent establishment of the Non-U.S. Holder in the United States). 

Backup Withholding and Information Reporting 

The description below is general in nature and beneficial owners of the Notes should consult their tax 

advisors regarding the application of backup withholding and information reporting to their particular situations, the 

availability of an exemption therefrom, and the procedure for obtaining such an exemption, if available. 
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Backup withholding tax is not an additional tax.  Rather, any amounts withheld from a payment to a 

beneficial owner under the backup withholding rules are allowed as a refund or a credit against such beneficial 

owner’s U.S. federal income tax, provided that the required information is furnished to the IRS on a timely basis. 

U.S. Holders  

Under U.S. federal income tax law, information reporting requirements apply to interest (including OID) 

and principal payments made to, and to the proceeds of sales before maturity by, certain non-corporate U.S. Holders.  

In addition, backup withholding tax will apply to such payments if (i) the non-corporate U.S. Holder fails to furnish 

such non-corporate U.S. Holder’s TIN (which, for an individual, would be his or her Social Security Number) to the 

payor in the manner required, (ii) the non-corporate U.S. Holder furnishes an incorrect TIN and the payor is so 

notified by the IRS, (iii) the payor is notified by the IRS that it has failed properly to report payments of interest and 

dividends or (iv) in certain circumstances, the non-corporate U.S. Holder fails to certify, under penalties of perjury, 

that it has not been notified by the IRS that it is subject to backup withholding for failure properly to report interest 

and dividend payments.  Backup withholding will not apply with respect to payments made to certain exempt 

recipients, such as corporations (within the meaning of Section 7701(a)(3) of the Code) and tax-exempt 

organizations.  Certain recipients (such as corporations) may be exempt from information reporting and backup 

withholding; however, exempt recipients that are not subject to backup withholding and do not provide an IRS Form 

W-9 may nonetheless generally be treated as a foreign payee subject to withholding under FATCA, and may be 

withheld upon at the 30% rate discussed below under “—FATCA Requirements Affecting Taxation of Notes Held 

By or Through Foreign Entities.” 

Non-U.S. Holders 

In the case of a Non-U.S. Holder, backup withholding and information reporting will not apply to payments 

of principal, premium and interest (including OID) on a Note if such Non-U.S. Holder provides the required 

certification to establish an exemption from the withholding of U.S. federal income tax (e.g., a Form W-8BEN or 

W-8BEN-E, as applicable) or otherwise establishes an exemption, provided that (i) Jackson, the Series Trust or its 

paying agent, as the case may be, does not have actual knowledge that the payee is a U.S. Person and (ii) certain 

other conditions are satisfied.  Similarly, unless the payor has actual knowledge that the payee is a U.S. Person, 

backup withholding will not apply to (a) payments of interest (including OID, if any) made outside the United States 

to certain offshore accounts and (b) payments on the sale, exchange, redemption, retirement or other disposition of a 

Note effected outside the United States.  However, information reporting (but not backup withholding) will apply to 

(1) payments of interest made by a payor outside the United States and (2) payments on the sale, exchange, 

retirement or other disposition of a Note effected outside the United States if payment is made by a payor that is, for 

U.S. federal income tax purposes, (v) a U.S. person, (w) a controlled foreign corporation, (x) a U.S. branch of a 

foreign bank or foreign insurance company, (y) a foreign partnership controlled by U.S. Persons or engaged in a 

U.S. trade or business or (z) a foreign person 50% or more of whose gross income is effectively connected with the 

conduct of a U.S. trade or business for a specified three-year period, unless such payor or broker has in its records 

documentary evidence that the beneficial owner is not a U.S. Person and certain other conditions are met or the 

beneficial owner otherwise establishes an exemption. 

FATCA Requirements Affecting Taxation of Notes Held By or Through Foreign Entities 

Sections 1471 and 1474 of the Code (commonly referred to as the “FACTA provisions”) generally impose 

a withholding tax of 30 percent on interest income (including OID) from debt obligations of U.S. issuers and, 

beginning on January 1, 2019, on the gross proceeds of a disposition of such obligations, paid to a foreign financial 

institution (other than with respect to interest (including OID) or gross proceeds that are effectively connected with 

the conduct of a trade or business within the United States), unless such institution either (i) enters into an agreement 

with the U.S. government to collect and provide to the U.S. tax authorities substantial information regarding U.S. 

account holders of such institution (which would include certain account holders that are foreign entities with U.S. 

owners) or (ii) in the event that an applicable intergovernmental agreement and implementing legislation are 

adopted, complies with modified requirements, including in some cases providing local revenue authorities with 

similar account holder information. 
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The FATCA provisions also generally impose a withholding tax of 30 percent on interest income 

(including OID) from such obligations and, beginning on January 1, 2019, on the gross proceeds of a disposition of 

such obligations paid to a non-financial foreign entity (other than with respect to interest (including OID) or gross 

proceeds that are effectively connected with the conduct of a trade or business within the United States) unless such 

entity provides the withholding agent with a certification that it does not have any substantial U.S. owners or a 

certification identifying the direct and indirect substantial U.S. owners of the entity or unless certain exceptions 

apply or they agree to provide certain information to other revenue authorities for transmittal to the IRS.  Under 

certain circumstances (for example, if the recipient is resident in a country having a tax treaty with the United 

States), a holder of such obligation might be eligible for refunds or credits of such taxes.  The Trust will not be 

required to pay Additional Amounts with respect to any taxes withheld from payments on the Notes as a result of the 

enactment and implementation of the FATCA provisions.  Form W-8BEN-E generally requires certain non-U.S. 

entities to certify as to their FATCA status, and if applicable, provide their Global Intermediary Identification 

Number.  Investors are urged to consult with their own tax advisors regarding the possible implications of FACTA 

provisions on their investment in the Notes. 

The Treasury Department has issued final and temporary regulations that revise certain provisions that 

relate to withholding of tax on certain U.S. source income paid to foreign persons, information reporting and backup 

withholding with respect to payments made to certain U.S. persons, and portfolio interest paid to nonresident alien 

individuals and foreign corporations, in order to harmonize those provisions with the withholding and reporting 

regime implemented under the FATCA provisions.  These regulations may extend the validity period of applicable 

IRS Forms in some circumstances, and may affect the type of form and information required to be provided.  

Holders of the Notes should consult their tax advisors regarding the application of these regulations to their 

particular situations.   

 

Registered Form Requirement 

Interest paid to a Non-U.S. Holder on a Bearer Note that is not treated as being in “registered form” for 

U.S. federal income tax purposes with a maturity of more than 183 days will be subject to a 30 percent withholding 

tax unless the beneficial owner of the amount establishes eligibility for an exemption from withholding other than 

the Portfolio Interest Exemption, including eligibility for a reduced rate of withholding under an income tax treaty.  

However, the Series Trust will not issue any Bearer Notes unless such Bearer Notes are treated as being in 

“registered form” for U.S. federal income tax purposes. 

THE UNITED STATES FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE IS INCLUDED 

FOR GENERAL INFORMATION ONLY AND MAY NOT BE APPLICABLE DEPENDING UPON A 

HOLDER’S PARTICULAR SITUATION.  HOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS 

WITH RESPECT TO THE TAX CONSEQUENCES TO THEM OF THE OWNERSHIP AND DISPOSITION OF 

THE NOTES, INCLUDING THE TAX CONSEQUENCES UNDER STATE, LOCAL, FOREIGN AND OTHER 

TAX LAWS AND THE POSSIBLE EFFECTS OF CHANGES IN UNITED STATES OR OTHER TAX LAWS. 

NEITHER THE TRUST NOR ANY OF THE INITIAL PURCHASERS MAKES ANY COMMENT 

ABOUT THE TREATMENT FOR TAXATION PURPOSES OF PAYMENTS OR RECEIPTS IN RESPECT OF 

THE NOTES.  EACH INVESTOR CONTEMPLATING ACQUIRING NOTES UNDER THE PROGRAM IS 

ADVISED TO CONSULT A PROFESSIONAL ADVISOR IN CONNECTION WITH THE CONSEQUENCES 

RELATING TO THE ACQUISITION, RETENTION AND DISPOSITION OF NOTES. 
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EMPLOYEE BENEFIT PLAN CONSIDERATIONS 

The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and Section 4975 of the Code 

impose certain requirements on (i) employee benefit plans (as defined in Section 3(3) of ERISA) subject to ERISA 

(“ERISA Plans”), (ii) plans and retirement arrangements subject to Section 4975 of the Code, including individual 

retirement accounts (and annuities, and Keogh plans (together with ERISA Plans, “Plans” and each a “Plan”)), and 

(iii) entities, including certain collective investment funds or insurance company general or separate accounts, whose 

underlying assets include the assets of any such Plans (“Plan Assets”, and together with Plans, “Benefit Plan 

Investors”).  Each fiduciary of an ERISA Plan must consider the fiduciary standards of ERISA in the context of the 

ERISA Plan’s particular circumstances before authorizing an investment in the Notes.  Accordingly, among other 

factors, the fiduciary must consider whether such an investment is permitted under the documents and instruments 

governing the ERISA Plan and whether the investment would satisfy the prudence and diversification requirements 

of ERISA.   

Section 406 of ERISA and Section 4975 of the Code prohibit a broad range of transactions involving Plan 

Assets and persons (“parties in interest” under ERISA and “disqualified persons” under the Code, collectively, 

“Parties in Interest”) with specified relationships to a Plan, unless a statutory or administrative exemption is 

available.  Parties in Interest that participate in a prohibited transaction may be subject to a penalty imposed under 

ERISA and/or an excise tax imposed pursuant to Section 4975 of the Code, unless a statutory or administrative 

exemption is available.  Certain employee benefit plans, such as governmental plans (as defined in Section 3(32) of 

ERISA), certain church plans (as defined in Section 3(33) of ERISA) and foreign plans, though not subject to the 

prohibited transaction provisions of Section 406 of ERISA or Section 4975 of the Code, may be subject to any non-

U.S., federal, state or local law which is substantially similar to the provisions of Section 406 of ERISA or Section 

4975 of the Code (collectively, “Similar Laws”).   

Subject to the considerations described herein, the Notes may be purchased by any Plan.   

Any fiduciary or other Plan investor considering whether to purchase the Notes with Plan Assets must 

determine whether such purchase is consistent with its fiduciary duties and whether such purchase would constitute 

or result in a non-exempt prohibited transaction under ERISA and/or Section 4975 of the Code.  Because the 

acquisition and holding of a Note may be deemed to be an indirect extension of credit between an investor and 

Jackson, and Jackson may be a Party in Interest to a number of Plans, the acquisition and holding of a Note could 

constitute a prohibited transaction.  In addition the Administrative Trustee and the Initial Purchasers, among other 

parties involved in the operations of the Trust, might be Parties in Interest to the Plans considering acquiring Notes.  

Accordingly, any fiduciary or other Plan investor considering whether to purchase or hold the Notes should consult 

with its counsel regarding the availability of exemptive relief under the DOL Prohibited Transaction Class 

Exemption (“PTCE”) 96-23 (relating to transactions determined by “in-house asset managers”), 95-60 (relating to 

transactions involving insurance company general accounts), 91-38 (relating to transactions involving bank 

collective investment funds), 90-1 (relating to transactions involving insurance company pooled separate accounts) 

and 84-14 (relating to transactions determined by independent “qualified professional asset managers”).  In addition, 

Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code each provides a limited exemption, commonly 

referred to as the “Service Provider Exemption,” from the prohibited transaction provisions of ERISA and Section 

4975 of the Code for certain transactions between a Plan and a person that is a Party in Interest (other than a 

fiduciary or an affiliate that, directly or indirectly, has or exercises any discretionary authority or control or renders 

any investment advice with respect to the assets of any Plan involved in the transaction) solely by reason of 

providing services to the Plan or by relationship to a service provider, provided that the Plan receives no less, nor 

pays no more, than adequate consideration.  Any ERISA Plan fiduciary relying on the Service Provider Exemption 

in connection with the purchase of Notes will have to make a determination that (i) the Plan is paying no more than, 

and is receiving no less than, adequate consideration in connection with the transaction and (ii) none of the Trust, 

Jackson, the Administrative Trustee, any Initial Purchaser, the Indenture Trustee, any Paying Agent, the Custodian, 

the Depositor, the Calculation Agent, nor any of their respective affiliates directly or indirectly exercises any 

discretionary authority or control or renders investment advice with respect to the assets of the Plan which such 

fiduciary is using to purchase Notes, both of which are necessary preconditions to utilizing the Service Provider 

Exemption.  A purchaser of the Notes should be aware, however, that there can be no assurance that all of the 

conditions of any such exemptions will be satisfied at the time that the Notes are acquired by a purchaser, or 

thereafter, if the facts relied upon for utilizing a prohibited transaction exemption change. 
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In any event, each Noteholder will be deemed to have represented by its purchase and holding of the Notes 

or any beneficial interest therein that either (i) it is not, and is not acting on behalf of or investing the assets of a 

Plan, or a governmental, church or foreign plan that is subject to Similar Laws, or (ii) its acquisition, holding and 

disposition of the Notes or beneficial interest therein and its indirect holding, acquisition and disposition of an 

interest in any Funding Agreement, or other assets in the Pledged Estate, will not constitute or result in (A) a non-

exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code (or, in the case of a 

governmental, church or foreign plan, any Similar Laws), or (B) any other violation of ERISA or Similar Laws.  

Moreover, without regard to whether any of the above exemptions applies to the acquisition and holding of a Note, 

the Notes may not be purchased or held by any Benefit Plan Investor, if Jackson, the Administrative Trustee, any 

Initial Purchaser, the Indenture Trustee, any Paying Agent, the Custodian, the Depositor, the Calculation Agent, or 

any of its affiliates (the “Transaction Parties”) (a) has investment or administrative discretion with respect to the 

Plan Assets used to effect such purchase; or (b) has authority or responsibility to give, or regularly gives, investment 

advice with respect to such Plan Assets, for a fee, subject to other requirements and conditions provided under 

ERISA and the regulations thereunder.   

The DOL has promulgated a regulation, 29 C.F.R. §2510.3-101, as modified by Section 3(42) of ERISA 

(the “Plan Asset Regulation”), that describes what constitutes the assets of a Plan with respect to the Plan’s 

investment in an entity for purposes of the fiduciary responsibility provisions of Title I of ERISA and Section 4975 

of the Code.  Under the Plan Asset Regulation, if an ERISA Plan (or an entity whose underlying assets include “Plan 

Assets”) invests in an “equity interest” of an entity that is neither a “publicly offered security” nor a security issued 

by an investment company registered under the Investment Company Act, the Plan’s assets are deemed to include 

both the equity interest itself and an undivided interest in each of the entity’s underlying assets, unless it is 

established either that less than 25% of the total value of each class of equity interest in the entity is held by “benefit 

plan investors” as defined in Section 3(42) of ERISA (the “25% Test”) or that the entity is an “operating company,” 

as defined in the Plan Asset Regulation.  The Plan Asset Regulation provides, however, that where the value of a 

Plan’s equity interest in an entity relates solely to identified property of the entity, such property shall be treated as 

the sole property of a separate entity.   

It is not anticipated that (i) the Notes will constitute “publicly offered securities” for purposes of the Plan 

Asset Regulation, (ii) the Trust will be an investment company registered under the Investment Company Act or (iii) 

the Trust will qualify as an operating company within the meaning of the Plan Asset Regulation.  In addition, there 

is no intent to monitor or take any other measures to assure satisfaction of the 25% Test. 

The Plan Asset Regulation defines an “equity interest” as an interest other than an instrument that is treated 

as indebtedness under applicable local law and which has no substantial equity features.  There is very little 

pertinent authority on the issue of what constitutes an equity security for purposes of the Plan Asset Regulation.  

Accordingly, whether the Notes would be treated as debt or equity for purposes of the Plan Asset Regulation is 

unclear.  Since, however the Noteholders of a Series of Notes will have recourse only to the relevant Pledged Estate 

that secures such Series of Notes, if the Notes were treated as equity interests, only the related Funding Agreement 

would be treated as assets of any Plan holding a Note.  Even if the Notes were treated as equity interests for 

purposes of the Plan Asset Regulation, because (a) the Trust expects that the Funding Agreements will be treated as 

debt, rather than equity, for federal tax purposes and (b) the Funding Agreements should not be deemed to have any 

“substantial equity features,” none of the assets underlying the Funding Agreements should be treated as Plan Assets 

for purposes of the Plan Asset Regulation.  Those conclusions are based, in part, upon the traditional debt features of 

the Funding Agreements including the reasonable expectation of purchasers of the Notes that the amounts payable 

under the Funding Agreements will be paid when due, as well as the absence of conversion rights, warrants and 

other typical equity features.  Moreover, since the Administrative Trustee has no discretionary authority with respect 

to the Funding Agreements even if the Funding Agreements are treated as Plan Assets of a Plan holding a Note, the 

Administrative Trustee should not be treated as having acted in a fiduciary capacity with respect to the Funding 

Agreements and the treatment of the Funding Agreements as Plan Assets should not, absent other factors that do not 

appear to be present, give rise to a violation of the prohibited transaction rules of ERISA or Section 4975 of the 

Code, provided that the prohibited transaction exemption relied upon by the purchaser of the Notes to acquire and 

hold the Notes also applies to the purchaser’s indirect holding of an interest in a Funding Agreement.   
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Any fiduciary or other Plan investor considering whether to purchase any Notes on behalf of or with 

Plan Assets of any Plan should consult with its counsel regarding the potential consequences under ERISA and 

the Code of an investment in the Notes considering their specific circumstances.   

Any insurance company proposing to invest assets of its general account in the Notes should consider the 

extent to which such investment would be subject to the requirements of ERISA in light of the United States 

Supreme Court’s decision in John Hancock Mutual Life Insurance Co. v. Harris Trust and Savings Bank, 510 U.S. 

86 (1993), and subsequent guidance relating to that decision.  In particular, such an insurance company should 

consider the retroactive and prospective exemptive relief granted by the DOL for transactions involving insurance 

company general accounts in PTCE 95-60 and Section 401(c) of ERISA.   

Due to the complexity of these rules and the penalties that may be imposed upon Parties in Interest in non-

exempt prohibited transactions, it is particularly important that a fiduciary considering the purchase of Notes on 

behalf of, or with Plan Assets of, any ERISA Plan consult with its counsel regarding the potential consequences of 

such purchase and the availability of exemptive relief under PTCE 96-23, 95-60, 91-38, 90-1 or 84-14, or the 

Service Provider Exemption, and determine on its own whether all of the conditions of one of more of the foregoing 

prohibited transaction exemptions (or any other applicable statutory or administrative exemption) have been 

satisfied and that its purchase, holding and disposition of the Notes will be entitled to full exemptive relief.  The 

fiduciary of an employee benefit plan that is not subject to ERISA or Section 4975 of the Code proposing to invest 

in the Notes must make its own determination that such investment is permitted under applicable Similar Laws.   

In addition, each purchaser or transferee of a Note or any interest therein that is using assets of a Benefit 

Plan Investor, including any fiduciary purchasing a Note on behalf of a Benefit Plan Investor (“Plan Fiduciary”), 

will be deemed to have represented by its acquisition of the Note that:  

(1) none of the Transaction Parties has provided or will provide advice with respect to the acquisition of a 

Note by the Benefit Plan Investor, other than to the Plan Fiduciary which is independent of the Transaction Parties, 

and the Plan Fiduciary either:  (a) is a bank as defined in Section 202 of the Advisers Act, or similar institution that 

is regulated and supervised and subject to periodic examination by a State or Federal agency; (b) is an insurance 

carrier which is qualified under the laws of more than one state to perform the services of managing, acquiring or 

disposing of assets of a Benefit Plan Investor; (c) is an investment adviser registered under the Advisers Act, or, if 

not registered an as investment adviser under the Advisers Act by reason of paragraph (1) of Section 203A of the 

Advisers Act, is registered as an investment adviser under the laws of the state in which it maintains its principal 

office and place of business; (d) is a broker-dealer registered under the Securities Exchange Act of 1934, as 

amended; or (e) has, and at all times that the Benefit Plan Investor is invested in a Note will have, total assets of at 

least U.S. $50,000,000 under its management or control (provided that this clause (e) shall not be satisfied if the 

Plan Fiduciary is either (i) the owner or a relative of the owner of an investing individual retirement account or (ii) a 

participant or beneficiary of the Plan investing in a Note in such capacity); 

(2) the Plan Fiduciary is capable of evaluating investment risks independently, both in general and with 

respect to particular transactions and investment strategies, including the acquisition by the Benefit Plan Investor of a 

Note; 

(3) the Plan Fiduciary is a “fiduciary” with respect to the Benefit Plan Investor within the meaning of 

Section 3(21) of ERISA, Section 4975 of the Code, or both, and is responsible for exercising independent judgment 

in evaluating the Benefit Plan Investor’s acquisition of a Note;  

(4) none of the Transaction Parties has exercised any authority to cause the Benefit Plan Investor to invest 

in a Note or to negotiate the terms of the Benefit Plan Investor’s investment in a Note; and 

(5) the Plan Fiduciary has been informed by the Transaction Parties:  (a) that none of the Transaction 

Parties is undertaking to provide impartial investment advice or to give advice in a fiduciary capacity, and that no 

such entity has given investment advice or otherwise made a recommendation, in connection with the Benefit Plan 

Investor’s acquisition of a Note; and (b) of the existence and nature of the Transaction Parties financial interests in 

the Benefit Plan Investor’s acquisition of a Note.  The above representations are intended to comply with the DOL 

fiduciary rule (DOL Reg. Section 29 C.F.R. 2510.3-21) generally, and in particular, DOL Reg. Sections 29 C.F.R. 
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2510.3-21(a) and (c)(1) as promulgated on April 8, 2016 (81 Fed. Reg. 20,997).  To the extent  these regulations are 

revoked, repealed or no longer effective, these representations shall be deemed to be no longer in effect. 

The sale of any Notes to a Benefit Plan Investor is in no respect a representation by any party or entity that 

such an investment meets all relevant legal requirements with respect to investments by Benefit Plan Investors 

generally or any particular Benefit Plan Investor, or that such an investment is appropriate for Benefit Plan Investors 

generally or any particular Benefit Plan Investor.   

 



 

113 

PLAN OF DISTRIBUTION 

General 

Each series of Notes will be purchased from the relevant Series Trust pursuant to the terms and conditions 

of the Purchase Agreement, and the Series Trust Consent Letter to the Purchase Agreement to be executed by and 

between the Trust, with respect to the Series Trust, and the Initial Purchasers.  The Purchase Agreement provides 

that the obligations of the Initial Purchasers to purchase the Notes are subject to approval of legal matters by counsel 

and to other conditions.  The Initial Purchasers will be named in the Final Terms relating to such series of Notes.  

The Purchase Agreement makes provision for the resignation or termination of appointment of existing Initial 

Purchasers and for the appointment of additional or other Initial Purchasers either generally in respect of the 

Program or in relation to a particular tranche of Notes. 

Each Series Trust may sell the Notes of any series to an Initial Purchaser as principal for its own account at 

discounts to be agreed upon at the time of sale.  That Initial Purchaser may resell the Notes to investors and other 

purchasers at a fixed offering price or at prevailing market prices, or prices related thereto at the time of resale or 

otherwise, as that Initial Purchaser determines and as will be specified in the applicable Final Terms.  An Initial 

Purchaser may offer the Notes it has purchased as principal to other dealers.  That Initial Purchaser may sell the 

Notes to any dealer at a discount and, subject to the provisions of the applicable Final Terms, the discount allowed 

to any dealer will not be in excess of the discount that Initial Purchaser will receive from each Series Trust.  After 

the initial offering of the Notes that an Initial Purchaser is to resell on a fixed offering price basis, the Initial 

Purchaser may change the offering price, concession and discount. 

Jackson will agree to indemnify the several Initial Purchasers against certain liabilities, including liabilities 

under the Securities Act, or to contribute payments made in respect of those liabilities.  Jackson will also agree to 

reimburse the Initial Purchasers for specified expenses. 

In connection with the issue of any Tranche of Notes, the Initial Purchaser or Initial Purchasers (if any) 

acting as the Stabilizing Manager(s) in the applicable Final Terms (or persons acting on behalf of any Stabilizing 

Manager(s)) may over-allot Notes or effect transactions with a view to supporting the market price of the Notes at a 

level higher than that which might otherwise prevail. However, stabilization may not necessarily occur. Any 

stabilization action may begin on or after the date on which adequate public disclosure of the final terms of the offer 

of the relevant Tranche of Notes is made and, if begun, may cease at any time, but it must end no later than the 

earlier of 30 days after the issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of 

the relevant Tranche of Notes. Any stabilization action or over-allotment must be conducted by the relevant 

Stabilizing Manager(s) (or persons acting on behalf of any Stabilizing Manager(s)) in accordance with all applicable 

laws and rules. 

Neither the Trust nor any of the Initial Purchasers makes any representation or prediction as to the direction 

or magnitude of any effect that the transactions described above may have on the price of the Notes.  In addition, 

neither the Trust nor any of the Initial Purchasers makes any representation that the Initial Purchasers will engage in 

these transactions or that these transactions, once commenced, will not be discontinued without notice. 

The Initial Purchasers and their respective affiliates are full service financial institutions engaged in various 

activities, which may include sales and trading, commercial and investment banking, advisory, investment 

management, investment research, principal investment, hedging, market making, brokerage and other financial and 

non-financial activities and services.  Certain of the Initial Purchasers and their respective affiliates have provided, 

and may in the future provide, a variety of these services to Jackson and to persons and entities with relationships 

with Jackson, for which they received or will receive customary fees and expenses.   

In the ordinary course of their various business activities, the Initial Purchasers and their respective 

affiliates, officers, directors and employees may purchase, sell or hold a broad array of investments and actively 

trade securities, derivatives, loans, commodities, currencies, credit default swaps and other financial instruments for 

their own account and for the accounts of their customers, and such investment and trading activities may involve or 

relate to assets, securities and/or instruments of Jackson or the Trust (directly, as collateral securing other 

obligations or otherwise) and/or persons and entities with relationships with Jackson or the Trust.  The Initial 
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Purchasers and their respective affiliates may also communicate independent investment recommendations, market 

color or trading ideas and/or publish or express independent research views in respect of such assets, securities or 

instruments and may at any time hold, or recommend to clients that they should acquire, long and/or short positions 

in such assets, securities and instruments.   

The Notes may be admitted to trading on the regulated market of Euronext Dublin or listed on any other 

exchange, or the Notes may not be listed on any exchange.  No Initial Purchaser is under any obligation to make a 

market in the Notes and, to the extent that such market making is commenced by any Initial Purchasers, it may be 

discontinued at any time.  Given the restrictions on and risks related to transfer, there is no assurance that a 

secondary market will develop or, if it does develop, that it will provide Noteholders with liquidity of investment or 

exemptions issued by the DOL, or any similar exemption applicable to a governmental, church or foreign plan under 

any Similar Law, or that it will continue until the maturity of the Notes.  Prospective investors should proceed on the 

assumption that they may have to bear the economic risk of an investment in the Notes until maturity. 

With respect to offers and sales outside the United States, each Initial Purchaser will comply (to the best of 

its knowledge) with all applicable laws and regulations in each country or jurisdiction in or from which it purchases, 

offers, sells or delivers the Notes or has in its possession or distributes such offering material, in all cases at their 

own expense. 

United States of America 

The Initial Purchasers will offer the Notes for resale in transactions not requiring registration under the 

Securities Act or applicable state securities laws, including sales pursuant to Rule 144A under the Securities Act.  

The Initial Purchasers have agreed to not offer or sell the Notes except (i) to persons they reasonably believe to be 

Qualified Institutional Buyers or (ii) pursuant to offers and sales to non U.S. persons that occur outside the U.S. 

within the meaning of Regulation S.  The Notes sold pursuant to Regulation S may not be offered or resold in the 

U.S. or to U.S. persons (as defined in Regulation S) until the Release Date, and thereafter such Notes may only be 

resold in the U.S. to Qualified Institutional Buyers or institutional investors that are “accredited investors” within the 

meaning of rule 501(a) under the Securities Act or to non-U.S. persons, in each case pursuant to an exemption from 

the registration requirements of the Securities Act.  The Notes will initially be offered at the price indicated in the 

relevant Final Terms.  After the initial offering of the Notes, the offering price and other selling terms of the Notes 

may from time to time be varied by the Initial Purchasers. 

Canada 

This Offering Memorandum constitutes an offering of Notes only in those Canadian jurisdictions and to 

those persons where and to whom they may be lawfully offered for sale, and therein only by persons permitted to 

sell such securities.  This Offering Memorandum is not, and under no circumstances is to be construed as, an 

advertisement or a public offering of the Notes.  No securities commission or similar authority in Canada has 

reviewed or in any way passed upon this document or the merits of the Notes, and any representation to the contrary 

is an offence under applicable securities laws. The distribution of Notes in Canada is being made on a private 

placement basis.  Accordingly, any resale of Notes must be made in accordance with an exemption from prospectus 

requirements and in compliance with the registration requirements of applicable Canadian securities laws.  The 

Trust is not a reporting issuer in any province or territory of Canada.  Purchasers of Notes advised to seek legal 

advice prior to any resale of Notes. 

Each purchaser is deemed to represent to the Trust, Jackson and the dealer from whom such purchase 

confirmation is received that: 

(a) the purchaser is purchasing as principal and meets one or more of the criteria to be classified an 

“accredited investor” as defined in National Instrument 45-106 – Prospectus and Registration 

Exemptions (“NI 45-106”) but was not created and is not being used solely to purchase or hold 

securities as an accredited investor; and 
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(b) the purchaser meets one or more of the criteria set out in section 8.18(1) of National Instrument 

31-103 – Registration Requirements, Exemptions and Ongoing Registration Obligations in order 

to be classified a “permitted client” pursuant to that instrument. 

In addition, each purchaser hereby represents that the purchaser (a) has been notified by the Trust that (i) 

the Trust is required to provide information pertaining to the purchaser (“personal information”) as required to be 

disclosed in Schedule I of Form 45-106F1 under NI 45-106 (including the purchaser’s name, address, telephone 

number and the number and value of Notes purchased), which Form 45-106F1 is required to be filed by under NI 

45-106, (ii) the personal information will be delivered to the Ontario Securities Commission (the “OSC”) in 

accordance with NI 45-106, (iii) such personal information is being collected indirectly by the OSC under the 

authority granted to it in securities legislation, (iv) such personal information is being collected for the purposes of 

the administration and enforcement of the securities legislation of Ontario and (v) the public official in Ontario who 

can answer questions about the OSC’s indirect collection of personal information is the Administrative Support 

Clerk at the OSC, Suite 1903, Box 55, 20 Queen Street West, Toronto, Ontario M5H 3S8, Telephone: (416) 593-

3684, and (b) has authorized the indirect collection of the personal information by the OSC.  Further, by purchasing 

Notes, the purchaser acknowledges that its name and other specified information may be disclosed to other Canadian 

securities regulatory authorities and may become available to the public in accordance with the requirements of 

applicable laws.  The purchaser consents to the disclosure of such information. 

This Offering Memorandum does not address the Canadian tax consequences of the acquisition, holding or 

disposition of Notes Prospective purchasers are strongly advised to consult their own tax advisors regarding the 

Canadian federal income tax considerations relevant to the purchase of Notes having regard to their particular 

circumstances.  For a summary of the U.S. federal income tax considerations applicable to a non-U.S. holder of 

Notes, see “Taxation – U.S. Taxation of Non-U.S. Holders.” 

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies 

for rescission or damages if this Offering Memorandum (including any amendment thereto) contains a 

misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser within the 

time limit prescribed by the securities legislation of the purchaser’s province or territory.  The purchaser should refer 

to any applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of 

these rights or consult with a legal advisor.  Pursuant to Section 3A.4 of National Instrument 33-105 – Underwriting 

Conflicts, the Initial Purchasers are not required to comply with the disclosure requirements of that Instrument 

regarding underwriter conflicts of interest in connection with this offering. 

Prohibition of Sales to EEA Retail Investors 

Each Initial Purchaser has represented and agreed, and each further Initial Purchaser appointed under the 

Program will be required to represent and agree, that it has not offered, sold or otherwise made available, and will 

not offer, sell or otherwise make available any Notes which are the subject of the offering contemplated by this 

Offering Memorandum as completed by the Final Terms in relation thereto to any retail investor in the EEA. For the 

purposes of this provision the expression “retail investor” means a person who is one (or more) of the following: 

(i) a retail client as defined in point (11) of Article 4(1) of MiFID II; or 

(ii) a customer within the meaning of the Insurance Mediation Directive, where that customer 

would not qualify as a professional client as defined in point (10) of Article 4(1) of 

MiFID II. 

Selling Restrictions Addressing U.K. Securities Laws 

Each Initial Purchaser has represented, warranted and agreed, and each further Initial Purchaser appointed 

under the Program will be required to represent, warrant and agree, that: 

(i) in relation to any Notes which have a maturity of less than one year, (a) it is a person whose 

ordinary activities involve it in acquiring, holding, managing or disposing of investments (as 
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principal or agent) for the purposes of its business and (b) it has not offered or sold and will not 

offer or sell any Notes other than to persons (1) whose ordinary activities involve them in 

acquiring, holding, managing or disposing of investments (as principal or as agent) for the 

purposes of their businesses or (2) who it is reasonable to expect will acquire, hold, manage or 

dispose of investments (as principal or agent) for the purposes of their businesses where the issue 

of the Notes would otherwise constitute a contravention of Section 19 of the FSMA by the Trust 

or any Series Trust; 

(ii) it has only communicated or caused to be communicated and will only communicate or cause to 

be communicated an invitation or inducement to engage in investment activity (within the 

meaning of Section 21 of the FSMA) received by it in connection with the issue or sale of any 

Notes in circumstances in which Section 21(1) of the FSMA does not apply to the Trust or any 

Series Trust; and 

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to 

anything done by it in relation to any Notes in, from or otherwise involving the United Kingdom. 

Japan 

Each Initial Purchaser understands that the Notes have not been and will not be registered under the 

Financial Instruments and Exchange Act of Japan (Act no. 25 of 1948, as amended), and such Initial Purchaser has 

represented, warranted and agreed, and each further Initial Purchaser appointed under the Program will be required 

to represent, warrant and agree, that it will not, directly or indirectly, offer or sell any Notes in Japan or to or for the 

benefit of any resident of Japan (as defined under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and 

Foreign Trade Act (Act No. 228 of 1949, as amended)), or to others for re-offering or resale, directly or indirectly, in 

Japan or to, or for the benefit of, a resident of Japan, except under circumstances which will result in compliance 

with all applicable laws, regulations and guidelines promulgated by the relevant Japanese governmental and 

regulatory authorities and in effect at the relevant time.   

Hong Kong 

Each Initial Purchaser has represented, warranted and agreed, and each further Initial Purchaser appointed 

under the Program will be required to represent, warrant and agree, that: 

(i) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any 

Notes (except for Notes which are a “structured product” as defined in the Securities and Futures 

Ordinance (Cap. 571) of Hong Kong (the “SFO”)) other than:  (a) to “professional investors” as 

defined in the SFO and any rules made under that Ordinance; or (b) in other circumstances which 

do not result in the document being a “prospectus” as defined in the Companies Ordinance (Cap. 

32) of Hong Kong or which do not constitute an offer to the public within the meaning of that 

Ordinance; and 

(ii) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its 

possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, 

invitation or document relating to the Notes, which is directed at, or the contents of which are 

likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the 

securities laws of Hong Kong) other than with respect to Notes which are or are intended to be 

disposed of only to persons outside Hong Kong or only to “professional investors” as defined in 

the SFO and any rules made under that Ordinance. 

Singapore 

Each Initial Purchaser has acknowledged, and each further Initial Purchaser appointed under the Program 

will be required to acknowledge, that this Offering Memorandum has not been registered as a prospectus with the 

Monetary Authority of Singapore under the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”).  
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Accordingly, each Initial Purchaser has represented, warranted and agreed, and each further Initial Purchaser 

appointed under the Program will be required to represent, warrant and agree, that it has not offered or sold any 

Notes or caused such Notes to be made the subject of an invitation for subscription or purchase and will not offer or 

sell such Notes or cause such Notes to be made the subject of an invitation for subscription or purchase, and has not 

circulated or distributed, nor will it circulate or distribute, this Offering Memorandum or any other document or 

material in connection with the offer or sale, or invitation for subscription or purchase, of such Notes, whether 

directly or indirectly, to persons in Singapore other than (i) to an institutional investor (as defined in Section 4A of 

the SFA) under Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant 

to Section 275(1) of the SFA, or any person pursuant to an offer referred to in Section 275(1A) of the SFA, and in 

accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance 

with the conditions of, any other applicable provision of the SFA. 

Where the Notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is 

(i) a corporation (which is not an accredited investor) the sole business of which is to hold investments and the entire 

share capital of which is owned by one or more individuals, each of whom is an accredited investor, or (ii) a trust 

(where the trustee is not an accredited investor (as defined in Section 4(A) of the SFA)) whose sole purpose is to 

hold investments and each beneficiary of the trust is an individual who is an accredited investor, securities (as 

defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights and interest (howsoever 

described) in that trust shall not be transferred within six (6) months after that corporation or that trust has acquired 

the Notes pursuant to an offer made under Section 275 except: 

  

(a) to an institutional investor (under Section 274 of the SFA) or to a relevant person defined 

in Section 275(2) of the SFA, or to any person pursuant to an offer that is made on terms that such 

securities of that corporation or such rights or interest in that trust are acquired at a consideration of not less 

than S$200,000 (or its equivalent in a foreign currency) for each transaction, whether such amount is to be 

paid for in cash or by exchange of securities or other assets and further for corporations, in accordance with 

the conditions specified in Section 275(1A) of the SFA; 

(b) where no consideration is or will be given for the transfer; 

(c) where the transfer is by operation of law; or  

(d) as specified in Section 276(7) of the SFA. 

Switzerland 

Each Initial Purchaser has represented, warranted and agreed, and each further Initial Purchaser appointed 

under the Program will be required to represent, warrant and agree, that it (a) will only offer or sell Notes in 

Switzerland in compliance with all applicable laws and regulations in force in Switzerland and (b) will to the extent 

necessary, obtain any consent, approval or permission required, if any, for the offer or sale by it of Notes under the 

laws and regulations in force in Switzerland.  In particular, each Initial Purchaser has represented and agreed, and 

each further Initial Purchaser appointed under the Program will be required to represent and agree, that it will make 

sure that its selling and/or marketing of the Notes does not qualify as a “public offering” in the meaning of Art. 1156 

Para. 1 of the Swiss Code of Obligations or any other applicable Swiss laws, regulations, rules, codes and practices 

of any nature whatsoever.  Further, each Initial Purchaser represents and agrees, and each further Initial Purchaser 

appointed under the Program will be required to represent and agree, that any issue of Notes denominated in Swiss 

Francs will be in compliance with the Directive on Notes of Foreign Borrowers of May 2001 of the Swiss Bankers 

Association. 
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PURCHASE AND TRANSFER RESTRICTIONS 

Other than with respect to the admission to trading of certain Notes on the relevant stock exchange as may 

be specified in the relevant Final Terms, no action has been or will be taken in any country or jurisdiction by the 

Series Trust or the Initial Purchasers that would permit a public offering of the Notes, or possession or distribution 

of any offering material in relation thereto, in any country or jurisdiction where action for that purpose is required.  

Persons into whose hands the Offering Memorandum or any Final Terms comes are required by the Series Trust and 

the Initial Purchasers to comply with all applicable laws and regulations, including anti-money laundering rules, 

applicable to the issuance and sale of securities in each country or jurisdiction in or from which they purchase, offer, 

sell or deliver the Notes or have in their possession or distribute such offering material, in all cases at their own 

expense. 

The Purchase Agreement provides that the Initial Purchasers shall not be bound by any of the restrictions 

relating to any specific jurisdiction (set out above) to the extent that such restrictions shall, as a result of change(s) 

in, or change(s) in official interpretation of, after the date hereof, applicable laws and regulations, no longer be 

applicable but without prejudice to the obligations of the Initial Purchasers described in the paragraph headed 

“General” above. 

Selling restrictions may be supplemented or modified with the agreement of the relevant Series Trust.  Any 

such supplement or modification will be set out in a supplement to this document. 

Each purchaser of a beneficial interest in the Notes will be deemed to have represented, warranted and 

agreed that it understands that: 

 The Notes have not been and will not be registered under the Securities Act or any state securities 

laws and may not be offered, sold, pledged or otherwise transferred except in accordance with 

applicable securities laws and the following provisions. 

 Neither the Trust nor the Series Trust has been or will be registered as an investment company 

under the Investment Company Act of 1940, as amended. 

 The Notes may not be transferred to, or acquired and held by, any person that is, or is acting on 

behalf of or investing the assets of, a Plan or a governmental, church or foreign plan that is subject 

to any Similar Laws unless the purchase, holding and disposition of the Notes, and the indirect 

purchase, holding and disposition of an interest in any Funding Agreement, or other assets in the 

Pledged Estate, will not constitute or result in (A) a non-exempt prohibited transaction under 

Section 406 of ERISA or Section 4975 of the Code (or, in the case of a governmental, church or 

foreign plan, any Similar Laws) by reason of the exemptive relief available under one or more 

applicable statutory or administrative exemptions, or (B) any other violation of ERISA or Similar 

Laws. 

 Unless the Series Trust determines otherwise in accordance with applicable law, certificates 

representing the Notes will bear a legend reflecting these representations and agreements. 

For 40 days following the completion of the distribution of the Notes of a Series, certificates representing 

the Notes sold pursuant to Regulation S will have legends regarding agreements of purchasers to the following 

effect: 

 If, prior to 40 days after the distribution of the Notes is complete, the purchaser decides to offer, 

sell, pledge or otherwise transfer such Notes, such Notes may be offered, sold, pledged or 

otherwise transferred only (a)(i) in an offshore transaction in accordance with Rule 903 or Rule 

904 of Regulation S or (ii) in compliance with Rule 144A under the Securities Act to an 

institutional buyer that the seller reasonably believes is a Qualified Institutional Buyer within the 

meaning of Rule 144A purchasing for its own account or for the account of a Qualified 

Institutional Buyer, whom the seller has informed that the resale or transfer is being made in 
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reliance on Rule 144A, and (b) in accordance with all applicable securities laws of the states of 

the United States. 

In addition, each purchaser of a beneficial interest in the Notes sold pursuant to Rule 144A will be deemed 

to have represented, warranted and agreed that: 

 If it should sell or transfer the Notes it will only do so in compliance with the Securities Act and 

other applicable laws and only (i) in compliance with Rule 144A to an institutional investor that 

the seller reasonably believes is a Qualified Institutional Buyer within the meaning of Rule 144A 

purchasing for its own account or for the account of a Qualified Institutional Buyer, whom the 

seller has informed, in each case, that the resale or transfer is being made in reliance on rule 144A, 

(ii) in an off-shore transaction in accordance with Rule 903 or 904 of Regulation S under the 

Securities Act or (iii) pursuant to any other exemption from the registration requirements of the 

Securities Act, subject to the receipt by the Series Trust or the Indenture Trustee of an opinion of 

counsel or such other evidence which they may reasonably require that such resale or transfer is in 

compliance with the Securities Act. 

 It is a Qualified Institutional Buyer within the meaning of Rule 144A and it is acquiring such 

Notes for its own account or for the account of a Qualified Institutional Buyer; it is aware, and 

each beneficial owner of such Notes has been advised that the sale of such Notes to it is being 

made in reliance on Rule 144A. 

 It acknowledges that the Series Trust, the Initial Purchasers and their affiliates and others will rely 

upon the truth and accuracy of the foregoing acknowledgments, representations and agreements. 

 If it is acquiring any Notes for the account of one or more Qualified Institutional Buyers, it has 

sole investment discretion with respect to each such account and that it has full power to make the 

foregoing acknowledgments, representations, and agreements on behalf of each such account. 

Bearer Notes are subject to U.S. federal tax law requirements. 

The following legends will appear on any Notes, whether global or definitive: 

THE NOTES REPRESENTED BY THIS CERTIFICATE AND ANY BENEFICIAL INTEREST IN 

THIS CERTIFICATE SHALL NOT BE OFFERED, SOLD, DELIVERED, PLEDGED OR 

OTHERWISE TRANSFERRED TO A PERSON WHO IS AN INSURER DOMICILED IN THE 

STATE OF ARKANSAS, A HEALTH MAINTENANCE ORGANIZATION, FARMERS’ MUTUAL 

AID ASSOCIATION OR OTHER ARKANSAS DOMESTIC COMPANY REGULATED BY THE 

ARKANSAS INSURANCE DEPARTMENT.  ANY PERSON DESCRIBED IN THE PRECEDING 

SENTENCE WHO ACQUIRES THE NOTES REPRESENTED BY THIS CERTIFICATE OR ANY 

BENEFICIAL INTEREST IN THIS CERTIFICATE SHALL NOT BE ENTITLED TO RECEIVE 

ANY PAYMENTS THEREUNDER. 

BY ITS ACCEPTANCE OF THE NOTES REPRESENTED BY THIS CERTIFICATE, EACH 

NOTEHOLDER SHALL BE DEEMED TO HAVE REPRESENTED TO THE ISSUER THAT (A) 

SUCH NOTEHOLDER EITHER (X) IS NOT, AND IS NOT ACTING ON BEHALF OF OR 

INVESTING THE ASSETS OF, (I) AN EMPLOYEE BENEFIT PLAN OR OTHER PLAN OR 

RETIREMENT ARRANGEMENT THAT IS SUBJECT TO THE EMPLOYEE RETIREMENT 

INCOME SECURITY ACT OF 1974, AS AMENDED (“ERISA”), OR SECTION 4975 OF THE 

INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE “CODE”), OR (II) A 

GOVERNMENTAL, CHURCH OR FOREIGN PLAN SUBJECT TO PROVISIONS OF NON-U.S., 

FEDERAL, STATE OR LOCAL LAW SUBSTANTIALLY SIMILAR TO SECTION 406 OF 

ERISA OR SECTION 4975 OF THE CODE (COLLECTIVELY “SIMILAR LAWS”), OR (Y) ITS 

ACQUISITION, HOLDING AND DISPOSITION OF THE NOTES OR ANY BENEFICIAL 

INTEREST THEREIN, AND ITS INDIRECT HOLDING; ACQUISITION AND DISPOSITION OF 
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AN INTEREST IN ANY FUNDING AGREEMENT OR OTHER ASSETS IN THE PLEDGED 

ESTATE, WILL NOT RESULT IN (I) A NON-EXEMPT PROHIBITED TRANSACTION UNDER 

SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A 

GOVERNMENTAL, CHURCH OR FOREIGN PLAN, ANY SIMILAR LAWS) BY REASON OF 

THE EXEMPTIVE RELIEF AVAILABLE UNDER ONE OR MORE APPLICABLE STATUTORY 

OR ADMINISTRATIVE EXEMPTIONS, OR (II) ANY OTHER VIOLATION OF ERISA OR 

SIMILAR LAWS. 

IN ADDITION, EACH PURCHASER OR TRANSFEREE OF A NOTE OR ANY INTEREST 

THEREIN THAT IS USING ASSETS OF A BENEFIT PLAN INVESTOR, INCLUDING ANY 

FIDUCIARY PURCHASING A NOTE ON BEHALF OF A BENEFIT PLAN INVESTOR (“PLAN 

FIDUCIARY”), WILL BE DEEMED TO HAVE REPRESENTED BY ITS ACQUISITION OF THE 

NOTE THAT:  

(1) NONE OF THE TRANSACTION PARTIES HAS PROVIDED OR WILL PROVIDE ADVICE 

WITH RESPECT TO THE ACQUISITION OF A NOTE BY THE BENEFIT PLAN INVESTOR, 

OTHER THAN TO THE PLAN FIDUCIARY WHICH IS INDEPENDENT OF THE 

TRANSACTION PARTIES, AND THE PLAN FIDUCIARY EITHER:  (A) IS A BANK AS 

DEFINED IN SECTION 202 OF THE INVESTMENT ADVISERS ACT OF 1940 (THE 

“ADVISERS ACT”), OR SIMILAR INSTITUTION THAT IS REGULATED AND SUPERVISED 

AND SUBJECT TO PERIODIC EXAMINATION BY A STATE OR FEDERAL AGENCY; (B) IS 

AN INSURANCE CARRIER WHICH IS QUALIFIED UNDER THE LAWS OF MORE THAN 

ONE STATE TO PERFORM THE SERVICES OF MANAGING, ACQUIRING OR DISPOSING 

OF ASSETS OF A BENEFIT PLAN INVESTOR; (C) IS AN INVESTMENT ADVISER 

REGISTERED UNDER THE ADVISERS ACT, OR, IF NOT REGISTERED AN AS 

INVESTMENT ADVISER UNDER THE ADVISERS ACT BY REASON OF PARAGRAPH (1) OF 

SECTION 203A OF THE ADVISERS ACT, IS REGISTERED AS AN INVESTMENT ADVISER 

UNDER THE LAWS OF THE STATE IN WHICH IT MAINTAINS ITS PRINCIPAL OFFICE 

AND PLACE OF BUSINESS; (D) IS A BROKER-DEALER REGISTERED UNDER THE 

SECURITIES EXCHANGE ACT OF 1934, AS AMENDED; OR (E) HAS, AND AT ALL TIMES 

THAT THE BENEFIT PLAN INVESTOR IS INVESTED IN A NOTE WILL HAVE, TOTAL 

ASSETS OF AT LEAST U.S. $50,000,000 UNDER ITS MANAGEMENT OR CONTROL 

(PROVIDED THAT THIS CLAUSE (E) SHALL NOT BE SATISFIED IF THE PLAN FIDUCIARY 

IS EITHER (I) THE OWNER OR A RELATIVE OF THE OWNER OF AN INVESTING 

INDIVIDUAL RETIREMENT ACCOUNT OR (II) A PARTICIPANT OR BENEFICIARY OF THE 

PLAN INVESTING IN A NOTE IN SUCH CAPACITY); 

(2) THE PLAN FIDUCIARY IS CAPABLE OF EVALUATING INVESTMENT RISKS 

INDEPENDENTLY, BOTH IN GENERAL AND WITH RESPECT TO PARTICULAR 

TRANSACTIONS AND INVESTMENT STRATEGIES, INCLUDING THE ACQUISITION BY 

THE BENEFIT PLAN INVESTOR OF A NOTE; 

(3) THE PLAN FIDUCIARY IS A “FIDUCIARY” WITH RESPECT TO THE BENEFIT PLAN 

INVESTOR WITHIN THE MEANING OF SECTION 3(21) OF ERISA, SECTION 4975 OF THE 

CODE, OR BOTH, AND IS RESPONSIBLE FOR EXERCISING INDEPENDENT JUDGMENT IN 

EVALUATING THE BENEFIT PLAN INVESTOR’S ACQUISITION OF A NOTE;  

(4) NONE OF THE TRANSACTION PARTIES HAS EXERCISED ANY AUTHORITY TO CAUSE 

THE BENEFIT PLAN INVESTOR TO INVEST IN A NOTE OR TO NEGOTIATE THE TERMS 

OF THE BENEFIT PLAN INVESTOR’S INVESTMENT IN A NOTE; AND 

(5) THE PLAN FIDUCIARY HAS BEEN INFORMED BY THE TRANSACTION PARTIES:  (A) 

THAT NONE OF THE TRANSACTION PARTIES IS UNDERTAKING TO PROVIDE 

IMPARTIAL INVESTMENT ADVICE OR TO GIVE ADVICE IN A FIDUCIARY CAPACITY, 

AND THAT NO SUCH ENTITY HAS GIVEN INVESTMENT ADVICE OR OTHERWISE MADE 

A RECOMMENDATION, IN CONNECTION WITH THE BENEFIT PLAN INVESTOR’S 
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ACQUISITION OF A NOTE; AND (B) OF THE EXISTENCE AND NATURE OF THE 

TRANSACTION PARTIES FINANCIAL INTERESTS IN THE BENEFIT PLAN INVESTOR’S 

ACQUISITION OF A NOTE.  THE ABOVE REPRESENTATIONS ARE INTENDED TO 

COMPLY WITH THE DOL FIDUCIARY RULE (DOL REG. SECTION 29 C.F.R. 2510.3-21) 

GENERALLY, AND IN PARTICULAR, DOL REG. SECTIONS 29 C.F.R. 2510.3-21(A) AND (C)(1) 

AS PROMULGATED ON APRIL 8, 2016 (81 FED. REG. 20,997).  TO THE EXTENT  THESE 

REGULATIONS ARE REVOKED, REPEALED OR NO LONGER EFFECTIVE, THESE 

REPRESENTATIONS SHALL BE DEEMED TO BE NO LONGER IN EFFECT. 

The following legend will also appear on any Notes in global bearer form and any related coupons: 

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO 

LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE 

LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE 

CODE. 

LEGAL MATTERS 

Certain matters will be passed on for Jackson by Willkie Farr & Gallagher LLP, and for the Trust and the 

relevant Series Trusts by Richards, Layton & Finger, P.A. (as to Delaware law).  Certain matters regarding the 

Funding Agreements will be passed on for Jackson by an Officer of Jackson who is admitted to practice law in the 

State of Michigan and a lawyer in the Jackson Legal Department (as to Michigan law).  Certain matters will be 

passed on for the Initial Purchasers, the Trust and each Series Trust by Sidley Austin LLP. 

GENERAL INFORMATION  

Admission to Trading of the Notes 

Application has been made to Euronext Dublin for the Notes issued under the Program during the period of 

twelve months from the date of this Offering Memorandum to be admitted to the Official List and to trading on its 

regulated market.  Notes may also be (i) admitted to trading on another regulated market, (ii) admitted to trading on 

a securities exchange which is not a regulated market or (iii) not admitted to trading on any regulated market or any 

other securities exchange.   

Application has been made for admission of the Notes to trading on Euronext Dublin by the Trust through 

the Irish Listing Agent.  The Irish Listing Agent is acting solely in its capacity as listing agent for the Trust in 

connection with the Notes and is not itself seeking admission of the Notes to the Official List of Euronext Dublin or 

to trading on the regulated market of Euronext Dublin for the purposes of the Prospectus Directive.   

If a European or national legislation is adopted and is implemented or takes effect in Ireland in a manner 

that would require the Trust and/or Jackson to publish or produce its financial statements according to accounting 

principles or standards that are different from, in the case of the Trust, U.S. GAAP or, in the case of Jackson, SAP, 

or that would otherwise impose requirements on the Trust that the Trust in good faith determines are not reasonable, 

the Trust may de-list any Notes admitted to trading on Euronext Dublin.  The Trust will use its reasonable best 

efforts to obtain an alternative admission to listing, trading and/or quotation for the Notes by another listing 

authority, exchange and/or system, within or outside the European Union, as it may decide.  If such an alternative 

admission is not available to the Trust, or, in the opinion of the Trust, cannot reasonably be effected or maintained, 

an alternative admission may not be obtained.  Notice of any de-listing and/or alternative admission will be given as 

described in the Description of the Notes. 

However, the Notes may be issued pursuant to the Program which will not be admitted to trading on 

Euronext Dublin or any other stock exchange, or the Notes may be issued pursuant to the Program which will be 

admitted to trading on any such stock exchange as the Trust, the relevant Series Trust and the Initial Purchasers may 

agree. 
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Authorizations 

The establishment of, and the Trust’s ongoing activities under, the Program were authorized by the Trust 

on April 24, 2001.  Jackson is authorized to issue the Funding Agreements contemplated under the Program 

pursuant to a resolution of the Board of Directors of Jackson passed on March 15, 2001.  The increase in aggregate 

amount of Funding Agreements under the Program was authorized by resolutions of the Board of Directors of 

Jackson passed on May 17, 2013, May 19, 2015 and February 22, 2018. 

Litigation 

Jackson is involved in litigation arising in the ordinary course of business.  It is the opinion of management 

that the ultimate disposition of such litigation will not have a material adverse effect on Jackson’s financial 

condition or results of operations.  Jackson has been named in civil litigation proceedings, which appear to be 

substantially similar to other class action litigation brought against many life insurers alleging misconduct in the sale 

and administration of insurance products.  Jackson generally accrues for legal contingencies once the contingency is 

deemed to be probable and reasonably estimable.  Accordingly, at December 31, 2017 and 2016, Jackson had 

recorded accruals totaling $11.3 million and $1.9 million, respectively.   

The Trust is not and has not been involved in any governmental, legal or arbitration proceedings (including 

any such proceedings which are pending or threatened of which the Trust is aware) in the twelve months preceding 

the date of this Offering Memorandum which may have or have in such period had a significant effect on the 

financial position or profitability of the Trust.   

Jackson is not and has not been involved in any governmental, legal or arbitration proceedings (including 

any such proceedings which are pending or threatened of which Jackson is aware) in the twelve months preceding 

the date of this Offering Memorandum which may have or have in such period had a significant effect on the 

financial position or profitability of Jackson.   

No Material Adverse Change 

There has been no material adverse change in the financial position or prospects of Jackson since 

December 31, 2017 (the date of the last published annual audited financial statements of Jackson) and no material 

adverse change in the financial position or prospects of the Trust since its creation and formation. 

Notices 

All notices shall be deemed to have been given upon (i) the mailing by first class mail, postage prepaid, of 

such notices to each holder of the Registered Notes of any series at their registered addresses as recorded in the 

register of Notes for such series, (ii) publication in a leading daily newspaper having general circulation in London 

(expected to be the Financial Times) for holders of Bearer Notes, and (iii) so long as the Notes of a Series Trust are 

admitted to trading on the regulated market of Euronext Dublin and it is required by the guidelines of Euronext 

Dublin, publication of such notice to each holder of the Notes of such Series Trust in English in a leading newspaper 

having general circulation in Ireland (which is expected to be the Irish Times) or, if such publication is not 

practicable, in one other leading English language daily newspaper with general circulation in Europe, such 

newspaper being published on each business day in morning editions, whether or not it shall be published in 

Saturday, Sunday or holiday editions. 

Independent Auditors 

The audited statutory statements of admitted assets, liabilities and capital and surplus as of December 31, 

2017 and 2016 and the related statutory statements of operations, capital and surplus and cash flows of Jackson for 

each of the years ended December 31, 2017 and 2016 included in this Offering Memorandum have been audited by 

KPMG LLP, independent auditors and a registered member of the PCAOB (United States), as stated in the reports 

appearing herein in accordance with auditing standards generally accepted in the United States of America.  KPMG 

LLP has no interest in the Trust or Jackson.  The independent auditors’ report with respect to the December 31, 2017 
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and 2016 statutory financial statements, included within this Offering Memorandum, contains an Auditors’ 

Responsibility paragraph.   

The independent auditors’ report on the December 31, 2017 and 2016 statutory financial statements, 

included within this Offering Memorandum, describes that the statutory financial statements do not present fairly in 

conformity with U.S. generally accepted accounting principles, the financial position, results of operations, or cash 

flows of Jackson, and contains explanatory paragraphs describing that Jackson prepares its statutory financial 

statements using accounting practices prescribed or permitted by DIFS, which practices differ from the National 

Association of Insurance Commissioners’ statutory accounting practices.  The independent auditors report states, 

that based on Jackson’s audits, the statutory financial statements present fairly, in all material respects, the admitted 

assets, liabilities, capital and surplus of Jackson as of December 31, 2017 and 2016, and the results of operations and 

its cash flow for the years then ended in accordance with the statutory accounting practices prescribed or permitted 

by DIFS.  Such financial statements have been included in this Offering Memorandum in reliance upon the report of 

such firm.  Jackson does not publish statutory consolidated financial statements.   

Transferability 

The Notes are freely transferable and no transaction through Euronext Dublin can be cancelled, subject to 

the selling restrictions described in this Offering Memorandum. 

Clearing Systems 

The Notes to be sold outside the United States in reliance on Regulation S have been accepted for clearance 

through Euroclear and Clearstream.  The appropriate common code and the ISIN in relation to the Notes of each 

series will be specified in the Final Terms relating thereto.  In addition, the Series Trust will make an application 

with respect to the Notes to be accepted for trading in book-entry form by DTC.  The CUSIP numbers for each 

series of Registered Notes, together with the relevant ISIN and common code, will be specified in the relevant Final 

Terms.  The relevant Final Terms shall specify any other clearing system as shall have accepted the relevant Notes 

for clearance together with any further appropriate information. 

Available Information 

For so long as the Program remains in effect or any Notes shall be outstanding, each person to whom a 

copy of this Offering Memorandum has been delivered, upon the request of such person, can obtain electronic 

copies of the following documents free of charge from the principal office in Ireland of the Irish Paying Agent at 

Citibank International Limited, 1 North Wall Quay, Dublin 1, Ireland: 

(a) this Offering Memorandum; 

(b) the Articles of Incorporation and By-Laws of Jackson; 

(c) the Amended and Restated Indenture, the relevant Series Indenture, the relevant Notes, the relevant 

Beneficial Interest Certificate, the Certificate of Trust, the Master Trust Agreement and the relevant 

Series Trust Agreement; 

(d) the annual audited statutory financial statements of Jackson filed with DIFS as of and for the years 

ended December 31, 2017 and 2016 and all annual audited statutory financial statements of Jackson 

filed with DIFS after the date hereof, together with any notes thereto; 

(e) all annual unaudited statutory statements of Jackson and supplements thereto filed with DIFS after the 

date hereof; 

(f) the quarterly unaudited statutory financial statements as of and for the periods ended March 31, 2018 

and 2017 and all unaudited quarterly statutory statements of Jackson and supplements thereto filed 

with DIFS or otherwise made publicly available by Jackson after the date hereof; 
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(g) any amendments and supplements to this Offering Memorandum that remain in effect at the time of 

such request and that have not been modified or superseded by any other amendment, supplement or 

document incorporated by reference in this Offering Memorandum; 

(h) all financial statements of the Trust and the relevant Series Trust prepared after the date hereof, if any; 

(i) a copy of each Funding Agreement relating to any Series of Notes listed on any stock exchange 

(provided, that, with respect to the offering of any Series of Notes not listed on any stock exchange, a 

copy of each Funding Agreement relating to such Series of Notes will be available for inspection by a 

Holder of any Notes of such Series); and 

(j) each Final Terms relating to any Series of Notes listed on any stock exchange prepared by the Trust 

from time to time (provided, that, with respect to the offering of any Series of Notes not listed on any 

stock exchange, each Final Terms relating to such Series of Notes will be available for inspection and 

can be obtained free of charge by a Holder of any Notes of such Series). 

The Trust has undertaken, in connection with the admission of the Notes to trading on the regulated market 

of Euronext Dublin, that if there shall occur any adverse change in the business or financial position of the Trust or 

Jackson or any change in the information set out under “Description of the Notes” that is material in the context of 

issuance of Notes under the Program or in the event that there is a significant new factor, material mistake or 

inaccuracy relating to information contained in the Offering Memorandum which is capable of affecting the 

assessment of Notes under the Program, the Trust will prepare or procure the preparation of, and make available, an 

amendment or supplement to this Offering Memorandum or publish a new Offering Memorandum, as the case may 

be for use in connection with any subsequent issue by the Trust of Notes to be admitted to trading on the regulated 

market of Euronext Dublin and shall supply to each Initial Purchaser copies of such document as such Initial 

Purchaser may reasonably request. 

The Trust is not subject to the periodic reporting requirements under the Exchange Act.  Upon any request 

by any holder of Notes offered or sold by the Initial Purchasers pursuant to Rule 144A, the Trust has agreed to 

furnish to the Initial Purchasers, any such holder and any prospective purchaser designated by such Initial Purchaser 

or holder the information required to be delivered under Rule 144A(d)(4) under the Securities Act as it relates to 

Jackson or to the Trust. 

Requests for available information may be made by contacting the Trust at its offices c/o Wilmington Trust 

Company, Rodney Square North, 1100 North Market Street, Wilmington Delaware 19890-0001.  In addition, 

physical copies of such documents will be available free of charge from the principal office of the Irish Paying 

Agent in Ireland for Notes admitted to trading on the regulated market of Euronext Dublin and from the relevant 

Paying Agent(s) with respect to Notes not listed on any securities exchange. 

Delaware law does not require that the Trust or any Series Trust prepare financial statements.  Accordingly, 

no financial statements have been or will be prepared with respect to the Trust or any Series Trust.  If and when 

prepared, electronic copies of the financial statements of the Trust generally and with respect to any Series Trust will 

be made available free of charge from the Trust at its offices c/o Wilmington Trust Company, Rodney Square North, 

1100 North Market Street, Wilmington, Delaware 19890-0001, and such financial statements will also be available 

free of charge from the principal office of the Irish Paying Agent for prospective holders of the Notes admitted to 

trading on Euronext Dublin and from the principal office of the Paying Agent(s) for prospective holders of Notes not 

admitted to trading on Euronext Dublin. 

This Offering Memorandum and any amendment or supplement to this Offering Memorandum or new 

offering memorandum, as the case may be, will be published on the website of the Central Bank of Ireland at 

www.centralbank.ie for a period of 12 months following the date of this Offering Memorandum. 

The information on any web site mentioned in this Offering Memorandum or any web site directly or 

indirectly linked to any web site mentioned in this Offering Memorandum is not a part of, or incorporated by 

reference into, this Offering Memorandum and you should not rely on it. 
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Other than as set forth in this Offering Memorandum under “Available Information” or as provided in any 

supplement hereto, the Trust does not intend to provide any post-issuance information in relation to any issue of 

Notes or Funding Agreement. 

Financial Services and Markets Act 2000 

Any Notes in respect of which the issue proceeds are received by the Series Trust in the United Kingdom 

and which have a maturity of less than one year must (a) have a minimum denomination of £100,000 (or its 

equivalent in other currencies) and be issued only to persons whose ordinary activities involve them in acquiring, 

holding, managing or disposing of investments (as principal or agent) for the purposes of their businesses; or who it 

is reasonable to expect will acquire, hold, manage or dispose of investments (as principal or agent) for the purposes 

of their businesses or (b) be issued in other circumstances which do not constitute a contravention of Section 19 of 

the FSMA by the Series Trust. 
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FORM OF FINAL TERMS 

The following is a form of Final Terms for an issue of Notes by Jackson National Life Global Funding under the 

Global Debt Issuance Program. 

 
Final Terms No. [ ] dated ________________ 

Series No.:  [ ] 

Jackson National Life Global Funding 
Legal Entity Identifier: 635400PQXLYXWJI5QD78 

issue of [Aggregate Principal Amount of Tranche] [Title of Notes] secured by a Funding Agreement issued by 

Jackson National Life Insurance Company 

under the $20,000,000,000 Global Funding Program 

These Final Terms should be read in conjunction with the accompanying Offering Memorandum dated 

May 23, 2018 [as supplemented by the [   ] dated [   ]]([collectively, ]the “Offering Memorandum”)] relating to the 

$20,000,000,000 Global Funding Program of Jackson National Life Global Funding (the “Trust”).  [The Central 

Bank of Ireland has approved the Offering Memorandum under Part 7 of the Prospectus Directive (Directive 

2003/71/EC) Regulations 2005 (the “Irish Regulations”) as having been drawn up in accordance with the Irish 

Regulations and Commission Regulation (EC No 809/2004).]3 

[MiFID II product governance / Professional investors and ECPs only target market – Solely for the 

purposes of [the/each] manufacturer’s product approval process, the target market assessment in respect of the Notes 

has led to the conclusion that: (i) the target market for the Notes is eligible counterparties and professional clients 

only each as defined in [Directive 2014/65/EU (as amended, “MiFID II”)][MiFID II]; and (ii) all channels for 

distribution of the Notes to eligible counterparties and professional clients are appropriate. [Consider any negative 

target market]. Any person subsequently offering, selling or recommending the Notes (a “distributor”) should take 

into consideration the manufacturer[’s/s’] target market assessment; however, a distributor subject to MiFID II is 

responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or refining 

the manufacturer[’s/s’] target market assessment) and determining appropriate distribution channels.] 

PROHIBITION OF SALES TO EUROPEAN ECONOMIC AREA RETAIL INVESTORS – The Notes are 

not intended to be offered, sold or otherwise made available to and should not be offered, sold or otherwise made 

available to any retail investor in the European Economic Area (the “EEA”). For these purposes, a retail investor 

means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 

2014/65/EU (as amended, “MiFID II”); (ii) a customer within the meaning of Directive 2002/92/EC (the Insurance 

Mediation Directive), as amended, where that customer would not qualify as a professional client as defined in point 

(10) of Article 4(1) of MiFID II. Consequently no key information document required by Regulation (EU) No 

1286/2014, (as amended, the “PRIIPs Regulation”) for offering or selling the Notes or otherwise making them 

available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise 

making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation. 

PART A — CONTRACTUAL TERMS 

Terms used herein and not otherwise defined herein shall have the meanings ascribed in the Offering 

Memorandum [which [together] constitute[s] a base prospectus for the purposes of the Prospectus Directive 

(Directive 2003/71/EC) (the “Prospectus Directive”)]3.  This document [constitutes the Final Terms of the Notes 

described herein for the purposes of Article 5.4 of the Prospectus Directive and]3 must be read in conjunction with 

                                                           
3 Prospectus Directive references are to be removed for unlisted Notes. 
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the Offering Memorandum.  Full information regarding the Trust and the offer of the Notes is only available on the 

basis of the combination of these Final Terms and the Offering Memorandum.  The Offering Memorandum is 

available for viewing in physical format during normal business hours at the registered office of the Trust located at 

c/o Wilmington Trust Company, Rodney Square North, 1100 North Market Street, Wilmington Delaware 19890-

0001.  In addition, copies of the Offering Memorandum and these Final Terms will be available in physical format 

free of charge [from the principal office of the Irish Paying Agent for Notes admitted to trading on the regulated 

market of Euronext Dublin and]3 from the Paying Agent with respect to Notes not listed on any securities exchange.  

[In addition, the Offering Memorandum will be published on the website of the Central Bank of Ireland at 

www.centralbank.ie.]3 

PROVISIONS RELATING TO NOTES 

1. (i) Issuer: Jackson National Life Global Funding, with respect to 

Jackson National Life Global Funding, Series [ ] 

(ii)  Funding Agreement Provider: Jackson National Life Insurance Company (“Jackson”) 

2. (i) Series Number: [    ] 

(ii)  Tranche Number: [    ] 

[(If fungible with an existing 

Series, details of that Series, 

including the date on which the 

Notes become fungible).] 

 

3. Specified Currency or Currencies: [    ] 

4. Aggregate Nominal Amount of 

Notes [admitted to trading]3: [    ] 

(i) Series: [    ] 

(ii) Tranche: [    ] 

5. Issue Price: [    ] per cent of the Aggregate Principal Amount [plus 

accrued interest from [Insert date] (if applicable)] 

6. Net Proceeds: [    ] after payment of underwriting commissions and before 

payment of certain expenses 

7. Specified Denominations: [    ]  

[    ] 

8. (i) Issue Date: [    ] 

(ii) Interest Commencement 

Date: [    ]/Not Applicable 

9. Maturity Date: [specify date or (for Floating Rate Notes) Interest Payment 

Date falling in or nearest to the relevant month and year] 

10. Settlement Date: [    ] 
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11. Interest Basis: [[    ]% Fixed Rate] 

[CMT Rate / Commercial Paper Rate / Federal Funds Rate 

/ EURIBOR / LIBOR / Prime Rate / Treasury Rate +/- [    

]% Floating Rate] 

[Zero Coupon] 

(further particulars specified below under “Provisions 

Relating to Interest (If Any) Payable”) 

12. Amortization Schedule:  Amount 

of Each Instalment, Date on Which 

each Payment is to be Made: 

[Not Applicable / specify instalment dates and dates on 

which payments will be made] 

13. Redemption/Payment Basis: [Redemption at par] 

[Subject to any purchase and cancellation or early 

redemption, the Notes will be redeemed on the Maturity 

Date at 100% of their nominal amount] 

14. Put/Call Options: [Investor Put] 

[Issuer Call] 

[(further particulars specified below under “Provisions 

Relating to Redemption”)] 

15. Status of the Notes: [Secured Non-Recourse Notes] 

16. Method of Distribution: [Syndicated/Non-syndicated] 

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

17. Fixed Rate Note Provisions: [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 

this paragraph) 

(i) Interest Rate: [    ] per cent per annum [payable [annually / semi-annually 

/ quarterly / monthly] in arrear] 

(ii) Interest Payment Date(s): [    ] in each year [adjusted in accordance with the Business 

Day Convention specified below /not adjusted] 

(iii) Fixed Coupon Amount[(s)]: [    ] per [    ] in Nominal Amount 

(iv) Broken Amount(s): [Insert particulars of any initial or final broken interest 

amounts which do not correspond with the Fixed Coupon 

Amount[(s)]] 

(v) Day Count Fraction: [Actual/365 / Actual /Actual(Historical) / Actual/365 

(fixed) / Actual/360 / 30/360 / 30E/360 / Actual/Actual 

(Bond)] 

(vi) Determination Dates: [    ] in each year (insert regular interest payment dates, 

ignoring issue date or maturity date in the case of a long or 

short first or last coupon.  N.B. only relevant where Day 

Count Fraction is Actual/Actual ([ISMA])) 

(vii) Business Day Convention: [Floating Rate Convention / Following Business Day 

Convention / Modified Following Business Day 
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Convention / Preceding Business Day Convention / FRN 

Convention] 

18. Floating Rate Note Provisions: [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 

this paragraph) 

(i) Base Rate: 
[CMT Rate / Commercial Paper Rate / Federal Funds Rate 

/ EURIBOR / LIBOR / Prime Rate / Treasury Rate] 

(ii)  Initial Interest Rate: [    ] 

(iii)  Interest Reset Periods: [    ] 

(iv)  Interest Reset Dates: [    ] 

(v) Interest Determination Dates: [    ] 

(vi) Interest Period(s): [    ] 

(vii) Specified Interest Payment 

Dates: [    ] 

(viii) Business Day Convention: [Floating Rate Convention / Following Business Day 

Convention / Modified Following Business Day 

Convention / Preceding Business Day Convention / FRN 

Convention] 

(ix) Business Centre(s): [    ] 

(x) Manner in which the Rate(s) 

of Interest is/are to be 

determined: [Screen Rate Determination/ISDA Determination] 

(xi) Calculation Agent, if any, for 

calculating the Interest 

Rate(s) and Interest 

Amount(s) (if not the 

Indenture Trustee): [   ] 

(xii) Screen Rate Determination:  

–  Reference Rate: [CMT Rate / Commercial Paper Rate / Federal Funds Rate 

/ EURIBOR / LIBOR / Prime Rate / Treasury Rate +/- [    

]% Floating Rate]  

–  Interest Determination 

Date(s): [    ] 

–  Relevant Screen Page: [    ] 

(xiii) ISDA Determination:  

–  Floating Rate Option: [    ] 
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–  Designated Maturity: [    ] 

–  Reset Date: [    ] 

(xiv) Margin(s): [+/-][    ] per cent per annum 

(xv) Minimum Interest Rate: [    ] per cent per annum 

(xvi) Maximum Interest Rate: [    ] per cent per annum 

(xvii)  Day Count Fraction: [Actual/365 / Actual/Actual(Historical) / Actual/365 

(fixed) / Actual /360 / 30/360 / 30E/360 / Actual/Actual 

(Bond)] 

19. Zero Coupon Note Provisions: [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 

this paragraph) 

(i) [Amortisation / Accrual] 

Yield: [    ] per cent per annum 

(ii) Reference Price: [    ] 

20. Dual Currency Note Provisions: [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 

this paragraph) 

(i) Rate of Exchange: [    ] 

(ii) Calculation Agent, if any, 

responsible for calculating 

the principal and/or interest 

due: [    ] 

(iii) Person at whose option 

Specified Currency(ies) is/are 

payable: [    ] 

PROVISIONS RELATING TO REDEMPTION 

21. Call Option: [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 

this paragraph) 

(i) Optional Redemption 

Date(s): [    ] 

(ii) Optional Redemption 

Amount(s): [    ] per Note of [    ] specified denomination 

(iii) If redeemable in part:  

(a) Minimum Redemption 

Amount: [    ] 
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(b) Maximum Redemption 

Amount: [    ] 

(iv) Notice period: [    ] 

22. Put Option: [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 

this paragraph) 

(i) Optional Redemption 

Date(s): [    ] 

(ii) Optional Redemption 

Amount(s): [    ] per Note of [    ] specified denomination 

(iii) Notice period: [    ]  

23. Final Redemption Amount of each 

Note:  

 

[[    ] per Note of [    ] specified denomination] 

24. Early Redemption Amount:  

Early Redemption Amount(s) of 

each Note payable on redemption 

for taxation reasons or on event of 

default: 

 

 

 

[    ]  

GENERAL PROVISIONS APPLICABLE TO THE NOTES 

25. Form of Notes: Registered Notes: 

 [The Notes will be issued in registered form.  Rule 144A 

Notes will be represented by a DTC Global Note.  

Regulation S Notes will initially be represented by a 

Temporary Registered Global Note.  Beneficial interests in 

the Temporary Global Registered Note will be exchanged 

for beneficial interests in a Permanent Registered Global 

Note on the 40th day after the completion of the distribution 

of the Notes.  Interests in a Registered Global Note will be 

exchangeable for Definitive Registered Notes only under 

circumstances described in the Offering Memorandum 

under “Description of the Notes—Form of Notes and 

Registration—Registered Notes”.  Beneficial interest in the 

Notes will not be exchangeable for Bearer Notes.]  

Bearer Notes:   

[The Notes will be issued in bearer form (but will be 

treated as being issued in registered form for U.S. federal 

income tax purposes).  Each series of Bearer Notes offered 

and sold outside the United States in reliance on Regulation 

S will initially be represented by a Regulation S Temporary 

Global Bearer Note and deposited on the issue date therefor 
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with the Common Depository, as depositary for Euroclear 

and/or Clearstream, or other relevant clearing system.  

Each Regulation S Temporary Global Registered Note and 

Regulation S Temporary Global Bearer Note will be 

exchangeable for a permanent global Registered Note or a 

permanent global Bearer Note, respectively, beginning 

after the later of (i) the Release Date and (ii) the first date 

on which requisite certifications as to non-U.S. beneficial 

ownership of the relevant Notes ownership are provided to 

the relevant Paying Agents.  The “Release Date” is the 

date 40 days after the later of (i) the date the relevant Notes 

were first offered to persons other than Initial Purchasers 

and (ii) the relevant closing date for the Notes.  Subject to 

certain restrictions, (i) an interest in a Rule 144A Global 

Note may be exchanged for Definitive Registered Notes; 

and (ii) an interest in a Regulation S Temporary Global 

Registered Note may be exchanged for a Regulation S 

Permanent Global Registered Note or Definitive Registered 

Notes.  Registered Notes may not be exchanged for Bearer 

Notes.  See “Description of the Notes—Global Notes.”] 

26. Financial Centre(s) or other special 

provisions relating to Payment 

Dates: [Not Applicable/(Insert the date and place of payment, and 

not interest period end dates, to which items 15(ii), 16(iv) 

and 18(ix) relates)] 

DISTRIBUTION  

27. (i) If syndicated, names of 

Managers: [Not Applicable/give names] 

(ii) Stabilising Manager(s) (if 

any): [Not Applicable/give name] 

28. If non-syndicated, name of Initial 

Purchaser: 
[Not Applicable/give name] 

ADDITIONAL TERMS OF FUNDING AGREEMENT 

29. (i) Funding Agreement Provider: Jackson  

(ii) Funding Agreement Buyer: [Series Trust] 

(iii) Funding Agreement Number: [    ] 

(iv) Principal Amount: [    ] 

(v) Effective Date: [    ] 

(vi) Maturity Date: [    ] 
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PART B – OTHER INFORMATION 

1. LISTING  

(i) Listing: [Euronext Dublin/None] 

(ii) Admission to trading: [Application has been made for the Notes to be 

admitted to trading on Euronext Dublin and trading 

on its regulated market with effect from [   ].] [Not 

Applicable.] 

(iii) Estimate of total expenses related to 

admission to trading: [    ] 

2. USE OF PROCEEDS 

The proceeds from the current sale of the Notes, net of certain expenses, underwriting discounts and 

commissions or similar applicable compensation will be used by the Trust to purchase the Relevant Funding 

Agreement from Jackson. 

3. RATINGS 

Ratings: The Notes to be issued are expected to be rated:   

[S&P:  [   ]] 

[Moody’s:  [  ]] 

[Fitch:  [   ]] 

4. [NOTIFICATION 

The [include name of competent authority in EEA home Member State] [has been requested to provide/has 

provided - include first alternative for an issue which is contemporaneous with the establishment or update of 

the Global Debt Issuance Program and the second alternative for subsequent issues] the [include names of 

competent authorities of host Member States] with a certificate of approval attesting that the Offering 

Memorandum has been drawn up in accordance with the Prospectus Directive.]3 

5. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE AND THE OFFER 

OF THE NOTES 

(It is required that a description of any interest, including conflicting ones, that is material to the issue/offer, 

detailing the persons involved and the nature of the interest be included in the Final Terms.)  

[Except as discussed in “Plan of Distribution” in the Offering Memorandum, so far as the Trust is aware, no 

person involved in the offer of the Notes has an interest material to the issue and the offer of the Notes.]  

6. [Fixed Rate Notes only – YIELD 

Indication of yield: 

 

[  ] 

[The yield is calculated at the Issue Date on the basis 

of the Issue Price.  It is not an indication of future 

yield.] 

7. OPERATIONAL INFORMATION 

CUSIP Number(s): [  ] 
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ISIN Code(s): [  ] 

Common Code(s): [  ] 

CFI Code: [[ ]/Not Applicable] 

FISN: [[ ]/Not Applicable] 

Relevant Clearing System(s): [The Depository Trust Company/Euroclear and 

Clearstream] 

Delivery: Delivery [against/free of] payment 

Names and addresses of additional Paying Agent(s) (if 

any): [  ] 

Tradeable amount: [So long as the Notes are represented by a Global 

Note and the relevant clearing system(s) so permit, 

such Notes shall be tradeable only in principal 

amounts of at least the Specified Denomination, 

provided hereon and integral multiples of €1,000 

thereafter (or its equivalent in another currency).] 

 

LISTING AND ADMISSION TO TRADING APPLICATION 

These Final Terms comprise the final terms required to list and have admitted to trading the issue of Notes described 

herein pursuant to the U.S. $20,000,000,000 Global Funding Program of Jackson National Life Global Funding.   

RESPONSIBILITY 

The Series Trust and Jackson accept responsibility for the information contained in these Final Terms.  Each of the 

Series Trust and Jackson confirms that, having taken all reasonable care to ensure that such is the case, the 

information given in these Final Terms is, to the best of their knowledge, in accordance with the facts and does not 

omit anything likely to affect its import. 

Signed on behalf of the Series Trust: 

By: ............................................ 

Duly authorised 

Signed on behalf of the Funding Agreement Provider: 

By: ............................................. 

Duly authorised 
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SUMMARY OF PRINCIPAL DIFFERENCES BETWEEN STATUTORY ACCOUNTING 

PRINCIPLES AND IFRS 

Statutory financial information for Jackson has been prepared in accordance with accounting practices prescribed or 

permitted by the DIFS (“statutory accounting practices” or “SAP”). Statutory accounting practices differ in 

certain respects, which in some cases may be material, from International Financial Reporting Standards (“IFRS”).  

A description of significant differences between SAP and IFRS is provided below.  This summary should not be 

construed as being exhaustive.  Investors must rely on their own examination of Jackson and its financial 

information.  Investors should consult their own professional advisors for an understanding of the differences 

between SAP and IFRS and how these differences might affect the financial information included or incorporated by 

reference herein.  In addition, no attempt has been made to identify all classification, disclosure and presentation 

differences between SAP and IFRS that would affect the manner in which transactions and events are presented in 

the financial statements or notes thereto.  No attempt has been made to identify future differences between SAP and 

IFRS as the result of prescribed changes in standards and regulations.  In addition, regulatory bodies that promulgate 

SAP and IFRS have significant projects ongoing that could affect future comparisons between SAP and IFRS.  

Finally, no attempt has been made to identify all future differences between SAP and IFRS that may affect Jackson’s 

financial statements as a result of transactions or events that may occur in the future.  

Principles of Consolidation 

 IFRS focuses on the concept of control to determine whether a subsidiary should be consolidated.  

Control exists when an entity has the power to influence the financial and operating policies of an 

entity so as to obtain benefits from its activities.  The financial statements of subsidiaries are 

included in the consolidated financial statements from the date that control commences until the 

date that control ceases.  Under SAP, subsidiaries and other controlled entities are not 

consolidated.  

Financial Statement Presentation 

 The statutory Statement of Cash Flow is prepared under a prescribed format, which differs from 

the format prescribed by IFRS. 

 The statutory financial statements have no presentation of other comprehensive income.  

 The statutory financial statements are restated to reflect a merger as if it had occurred on January 1 

of the prior year; under IFRS, the operations of the acquired entity are included only from the 

acquisition date. 

Invested Assets 

 Investments in bonds and preferred stocks are generally carried at amortized cost under statutory 

accounting practices with bonds in default carried at the lower of amortized cost or fair value. 

Under IFRS, investments in bonds are classified as either trading, held-to-maturity, available-for-

sale or loans and receivables.  Jackson’s investments are generally classified as available-for-sale 

and are reported at fair value with unrealized gains and losses reported as a component of equity.  

Certain investments classified as trading are reported at fair value and the related unrealized gains 

and losses are reported in profit and loss. Investments classified as loans and receivables are 

carried at amortized cost. 

 IFRS also provides an option to elect to carry certain financial assets and liabilities at fair value 

through the income statement.  The election must be made at the time of purchase and may not be 

revised until the disposal of the related asset or liability.  Such an option is not available under 

SAP. 
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 For investments in limited partnerships and common stock in subsidiaries, under SAP, the 

reporting entity’s proportionate share of undistributed earnings and losses of the investee are 

included as a direct adjustment to surplus.  For IFRS reporting purposes, the reporting entity’s 

proportionate share of the change in the investee’s equity is recorded in profit and loss. 

Investment Reserves 

 An interest maintenance reserve (“IMR”) is established to capture realized investment gains and 

losses, net of tax, on the sale of fixed income investments resulting from changes in the general 

level of interest rates, and is amortized into income over the remaining years to expected maturity 

of the assets sold under statutory accounting practices; no such reserve is required under IFRS. 

 Gains or losses resulting from market value adjustments (“MVA”) on policies and contracts 

backed by assets that are valued at book / adjusted carrying value are deferred in the IMR and 

amortized in a manner consistent with the determination of the MVA. 

 An asset valuation reserve (“AVR”), based upon a formula prescribed by the NAIC, is established 

as a liability to offset potential credit related investment losses, and changes in the AVR are 

charged or credited directly to surplus under statutory accounting practices; no such reserve is 

required under IFRS. 

Impairment of Securities 

 For both SAP and IFRS, the bases of debt and equity securities are adjusted for impairments in 

value deemed to be other than temporary, with the associated realized loss reported in net income.  

For both SAP and IFRS, this determination is based on a wide range of factors including the 

amount of the decline, the financial condition and near-term prospects of the issuer, the amount of 

time the fair value has been less than amortized cost and Jackson’s ability and intent to retain the 

investment for the period of time sufficient to allow for an anticipated recovery in value.   

 IFRS requires that decreases in impairment losses on available-for-sale debt securities be recorded 

as recoveries of previous impairment if the decrease can be objectively related to an event 

occurring after the impairment loss was recognized and reflected in profit and loss.  Under SAP, 

recognition of market recoveries on previously impaired securities is prohibited.  

Derivatives 

 Under SAP, with respect to derivative instruments used for hedging purposes, carrying value, as 

well as the recognition of income and changes in fair value, are accounted for consistently with the 

hedged items; under IFRS, derivative instruments are carried at fair value with changes in fair 

value reflected in profit and loss. 

 IFRS requires an embedded derivative to be separated from the host contract and accounted for 

separately except when the embedded derivative has characteristics and risks that are closely 

related to the host contract and for which the value is interdependent with the value of the 

insurance contract.  SAP prohibits an embedded derivative from being separated from the host 

contract and accounted for separately. 

 Assets and liabilities for certain derivative contracts are reported net for SAP, but are reported 

gross under IFRS. 

Other Assets and Liabilities 

 Under SAP, surplus notes issued by Jackson are recorded as surplus rather than as a liability; such 

notes are recorded as debt under IFRS. 
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 Certain assets designated as non-admitted are excluded from assets by a direct charge to surplus 

under SAP; under IFRS, such assets are carried on the balance sheet with appropriate valuation 

allowances. 

 Recognition of the value of acquired insurance in force and goodwill are limited under SAP.  

Under IFRS, goodwill is not amortized, but is carried at its original value less any impairment 

charges taken as a result of periodic impairment evaluations. 

 Under SAP, the surplus impact of reinsuring contracts in force prior to the effective date of the 

reinsurance agreement is charged or credited directly to surplus; under IFRS, the total impact is 

reflected in the income statement. 

Insurance Contracts 

 Under IFRS, an insurance contract is defined as a “contract under which one party (the insurer) 

accepts significant insurance risk from another party (the policyholder) by agreeing to compensate 

the policyholder if a specified uncertain future event (the insured event) adversely affects the 

policyholder.”  As a result, all products, with the exception of certain institutional and immediate 

annuity business are classified as insurance for IFRS purposes.  Under SAP, contracts that have 

any mortality and morbidity risk, regardless of significance, are classified as insurance contracts. 

 Policy acquisition costs, such as commissions and other costs incurred in connection with 

acquiring new business, are expensed when incurred under SAP; under IFRS, such costs that are 

directly related to the sale are deferred and amortized either over the future expected gross profits 

or when premiums are earned for insurance contracts.  Acquisition costs on non-insurance 

contracts (investment contracts) are limited to those costs that are incremental to the sale of the 

product and are included in the carrying amount of the liability. 

 Premiums are generally recorded as revenue under SAP and the related benefits are recorded as an 

expense in the statement of income; under IFRS, only premiums and benefits on products 

designated as insurance products are reported as revenues and expenses.  Certain of Jackson’s 

term certain annuity products are not classified as insurance contracts under IFRS and, as a result, 

are carried as deposits.  Premiums and benefits on these products are not included in the income 

statement. 

 Statutory policy reserves are based on prescribed mortality and interest requirements and without 

consideration of withdrawals and are reported net of reinsurance reserve credits; under IFRS, the 

reserves are reported gross and reinsurance reserve credits are reported as a recoverable from 

reinsurers asset. 

 Separate account assets and liabilities, which represent assets and liabilities that are maintained by 

an insurance enterprise in legally segregated Separate Accounts for the purpose of funding 

variable life and annuity contracts, pension plans and similar activities, are reported in the 

insurance enterprise’s financial statements as summary totals.  Under IFRS, separate account 

assets and liabilities are presented with the general account assets and liabilities based on the 

underlying characteristics of the related assets and liabilities. 

 The Commissioners’ Annuity Reserve Valuation Method (“CARVM”) expense allowance 

associated with statutory reserving practices for deferred variable annuities held in the separate 

accounts is reported in the general account as a negative liability.  The CARVM expense 

allowance is not applicable under IFRS. 
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Taxes 

 Under SAP, a net deferred tax asset, for the tax effect of timing differences between book and tax 

assets and liabilities, is only reported as an admitted asset to the extent that it is realizable within 

three years, and represents less that 15% of capital and surplus (adjusted to exclude any net 

deferred tax assets, electronic data processing equipment and operating system software and any 

net positive goodwill), with the change in net deferred tax asset or liability being recorded directly 

to surplus, subject to certain limits set by SSAP No. 101.  For IFRS reporting, the net deferred tax 

asset is only reduced to the extent that management does not expect sufficient taxable profit will 

be available against which the temporary difference could be utilized. 

 Under SAP, the effect of a tax law or rate change is reflected in the period in which the change is 

enacted.  Under IFRS, such changes are reported in the period the change is either enacted or 

“substantially enacted.” 
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SUMMARY OF PRINCIPAL DIFFERENCES BETWEEN STATUTORY ACCOUNTING 

PRINCIPLES AND U.S. GAAP 

Statutory financial information for Jackson has been prepared in accordance with accounting practices prescribed or 

permitted by the DIFS (“statutory accounting practices” or “SAP”).  Statutory accounting practices differ in 

certain respects, which in some cases may be material, from U.S. generally accepted accounting principles (“U.S. 

GAAP”).  The significant differences are noted below: 

Principles of Consolidation 

 The SAP financial statements of Jackson are not consolidated with those of its subsidiaries. 

Financial Statement Presentation 

 The statutory Statement of Cash Flow is prepared under a prescribed format, which differs from 

the indirect format prescribed by U.S. GAAP. 

 The statutory financial statements have no presentation of other comprehensive income.  

 The statutory financial statements are restated to reflect a merger as if it had occurred on January 1 

of the prior year; under U.S. GAAP, the operations of the acquired entity are included only from 

the acquisition date. 

Invested Assets 

 Investments in bonds and preferred stocks are generally carried at amortized cost under statutory 

accounting practices; under U.S. GAAP, investments in bonds and preferred stocks, other than 

those classified as held to maturity, are carried at fair value. 

 For investments carried at fair value, changes in investment valuations are credited or charged in 

surplus; under U.S. GAAP, investments are generally carried at fair value (amortized cost for 

mortgage loans and policy loans), with changes in valuation recorded in other comprehensive 

income. 

 Investments in subsidiaries or companies where Jackson has a controlling interest or is the primary 

beneficiary of a variable interest entity are reported as investments; under U.S. GAAP, such 

investments are consolidated. 

Investment Reserves 

 An interest maintenance reserve (“IMR”) is established to capture realized investment gains and 

losses, net of tax, on the sale of fixed income investments resulting from changes in the general 

level of interest rates, and is amortized into income over the remaining years to expected maturity 

of the assets sold under statutory accounting practices; no such reserve is required under U.S. 

GAAP. 

 Gains or losses resulting from market value adjustments (“MVA”) on policies and contracts 

backed by assets that are valued at book / adjusted carrying value are deferred in the IMR and 

amortized in a manner consistent with the determination of the MVA. 

 An asset valuation reserve (“AVR”), based upon a formula prescribed by the NAIC, is established 

as a liability to offset potential credit related investment losses, and changes in the AVR are 
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charged or credited directly to surplus under statutory accounting practices; no such reserve is 

required under U.S. GAAP. 

Derivatives 

 Assets and liabilities for certain derivative contracts are reported net for SAP, but are reported 

gross under U.S. GAAP. 

 For derivative instruments carried at fair value, changes in fair value are recorded directly to 

surplus.  Under U. S. GAAP, derivative instruments are carried at fair value with changes in fair 

value generally recorded in income. 

 SAP prohibits an embedded derivative from being separated from the host contract and accounted 

for separately.  U.S. GAAP requires an embedded derivative to be separated from the host contract 

and accounted for separately except when the embedded derivative has characteristics and risks 

that are closely related to the host contract and for which the value is interdependent with the 

value of the insurance contract.   

Other Assets and Liabilities 

 Surplus notes issued by Jackson are recorded as surplus rather than as a liability; such notes are 

recorded as debt under U.S. GAAP. 

 Certain assets designated as non-admitted are excluded from assets by a direct charge to surplus 

under statutory accounting practices; under U.S. GAAP, such assets are carried on the balance 

sheet with appropriate valuation allowances. 

 Recognition of the value of acquired insurance in force and goodwill are limited under statutory 

accounting practices. Under GAAP, goodwill is not amortized, but is carried at its original value 

less any impairment charges taken as a result of periodic impairment evaluations. 

 The surplus impact of reinsuring contracts in force prior to the effective date of the reinsurance 

agreement is recorded directly to surplus; under U.S. GAAP, the total impact is reflected in the 

income statement. 

Insurance Contracts 

 Policy acquisition costs, such as commissions and other costs incurred in connection with 

acquiring new business, are expensed when incurred under statutory accounting practices; under 

U.S. GAAP, such costs that are directly attributable to a successful sale are deferred and amortized 

either over the future expected gross profits or when premiums are earned.  

 Premiums are generally recorded as revenue during the premium paying period of the contract 

under statutory accounting practices; under U.S. GAAP, for universal life, annuity and other 

investment contracts, revenues are only recorded for policy charges for the cost of insurance, 

policy administration and surrender charges assessed to policy account balances. 

 Policy reserves are based on statutory mortality and interest requirements and without 

consideration of withdrawals and are reported net of reinsurance reserve credits under statutory 

accounting practices; under U.S. GAAP, the reserves are reported gross and reinsurance reserve 

credits are reported as a reinsurance recoverable asset. 

 The Commissioners’ Annuity Reserve Valuation Method (“CARVM”) expense allowance 

associated with statutory reserving practices for deferred variable annuities held in the separate 
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accounts is reported in the general account as a negative liability.  The CARVM expense 

allowance is not applicable under U.S. GAAP. 

Taxes 

 A net deferred tax asset, for the tax effect of timing differences between book and tax assets and 

liabilities, is only reported as an admitted asset to the extent that it is realizable within three years, 

and represents less than 15% of capital and surplus (adjusted to exclude any net deferred tax 

assets, electronic data processing equipment and operating system software and any net positive 

goodwill), with the change in net deferred tax asset or liability being recorded directly to surplus, 

subject to limits set by SSAP No. 101. Under U.S. GAAP, a deferred tax asset is recognized to the 

extent that net deductible amounts in future years would be recoverable.  

 

 

 



Independent Auditors’ Report 

To the Audit Committee of the Board of Directors 

Jackson National Life Insurance Company: 

Report on the Financial Statements 

We have audited the accompanying financial statements of Jackson National Life Insurance Company, which 

comprise the statutory statements of admitted assets, liabilities, capital and surplus as of December 31, 2017 

and 2016, and the related statutory statements of operations and capital and surplus, and cash flow for the 

years then ended, and the related notes to the statutory financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with statutory accounting practices prescribed or permitted by the Michigan Department of 

Insurance and Financial Services. Management is also responsible for the design, implementation, and 

maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 

free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 

our audits in accordance with auditing standards generally accepted in the United States of America. Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 

the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 

risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 

of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 

not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 

express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 

the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 

presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinions. 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
KPMG International Cooperative (“KPMG International”), a Swiss entity. 

KPMG LLP
Suite 500
191 West Nationwide Blvd.
Columbus, OH 43215-2568
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 

As described in note 2 to the financial statements, the financial statements are prepared by Jackson National 

Life Insurance Company using statutory accounting practices prescribed or permitted by the Michigan 

Department of Insurance and Financial Services, which is a basis of accounting other than U.S. generally 

accepted accounting principles. Accordingly, the financial statements are not intended to be presented in 

accordance with U.S. generally accepted accounting principles. 

The effects on the financial statements of the variances between the statutory accounting practices and 

U.S. generally accepted accounting principles also are described in note 2 to the financial statements. 

Adverse Opinion on U.S. Generally Accepted Accounting Principles 

In our opinion, because of the significance of the variances between statutory accounting practices and 

U.S. generally accepted accounting principles discussed in the Basis for Adverse Opinion on U.S. Generally 

Accepted Accounting Principles paragraph, the financial statements referred to above do not present fairly, in 

accordance with U.S. generally accepted accounting principles, the financial position of Jackson National Life 

Insurance Company as of December 31, 2017 and 2016, or the results of its operations or its cash flows for the 

years then ended. 

Opinion on Statutory Basis of Accounting 

In our opinion, the financial statements referred to above present fairly, in all material respects, the admitted 

assets, liabilities, capital and surplus of Jackson National Life Insurance Company as of December 31, 2017 

and 2016, and the results of its operations and its cash flow for the years then ended, in accordance with 

statutory accounting practices prescribed or permitted by the Michigan Department of Insurance and Financial 

Services described in note 2. 

Other Matter 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The 

supplementary information included in the Supplemental Schedule of Selected Financial Data, Supplemental 

Investment Risk Interrogatories, and Summary Investment Schedule is presented for purposes of additional 

analysis and is not a required part of the financial statements but is supplementary information required by the 

Michigan Department of Insurance and Financial Services. Such information is the responsibility of 

management and was derived from and relates directly to the underlying accounting and other records used to 

prepare the financial statements. The information has been subjected to the auditing procedures applied in the 

audits of the financial statements and certain additional procedures, including comparing and reconciling such 

information directly to the underlying accounting and other records used to prepare the financial statements or 

to the financial statements themselves, and other additional procedures in accordance with auditing standards 

generally accepted in the United States of America. In our opinion, the information is fairly stated in all material 

respects in relation to the financial statements as a whole. 

/s/KPMG LLP 

Columbus, Ohio 

April 11, 2018 
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See accompanying Notes to Statutory Financial Statements. 

Jackson National Life Insurance Company 

Statutory Statements of Admitted Assets, Liabilities, Capital and Surplus 

December 31, 2017 and 2016 

(In thousands, except per share information) 

2017 2016

Admitted Assets

Bonds  $          43,842,502  $          46,228,419 

Preferred stocks, at statement value (cost:  2017, $0; 2016, $147) - 147 

Common stocks - unaffiliated, at fair value (cost:  2017, $136,889; 2016, $401,271) 137,289 412,737 

Common stocks - affiliated, on equity basis (cost:  2017, $482,323; 2016, $501,660) 557,059 475,654 

Cash and short-term investments 990,424 586,612 

Mortgage loans                8,441,517                7,480,130 

Policy loans                4,468,858                4,420,561 

Limited partnership interests                1,127,733                1,210,471 

Real estate 228,772 235,561 

Derivatives                1,754,628 371,608 

Other invested assets 355,256 350,344 

Total cash and invested assets              61,904,038              61,772,244 

Investment income due and accrued 706,560 839,013 

Premiums deferred and uncollected 375,603 80,372 

Federal income taxes receivable 335,507 57,492 

Net deferred tax asset 505,603                1,614,865 

Value of business acquired and goodwill 229,264 278,392 

Amounts due (to) from reinsurers (233,823) 61,224 

Receivable from parent, subsidiaries and affiliates 47,939 920,216 

Other admitted assets 11,562 4,345 

From separate accounts statement            164,905,515            139,153,016 

Total admitted assets  $        228,787,768  $        204,781,179 

Liabilities, Capital and Surplus

Liabilities:

Aggregate reserves for life, accident and health and annuity contracts  $          47,734,859  $          50,536,968 

Liability for deposit-type contracts              10,250,092                8,395,984 

Policy and contract claims 709,539 717,695 

Other contract liabilities 64,675 45,057 

Remittances in process 25,826 7,698 

Interest maintenance reserve 171,915 300,588 

Commissions payable and expense allowances on reinsurance assumed 109,235 95,970 

Asset valuation reserve 354,418 370,085 

Funds held under reinsurance treaties with unauthorized reinsurers                3,592,822                3,508,651 

Funds held under coinsurance 289,852 303,664 

General expenses and taxes due and accrued 218,076 186,440 

Accrued transfers to separate accounts              (5,774,286)              (5,807,039)

Borrowed money and interest thereon 687,533 592,549 

Repurchase agreements - 411,857 

Payable for securities lending 64,246 108,865 

Derivatives - 20,249 

Other liabilities                1,499,342 914,014 

From separate accounts statement            164,905,515            139,153,016 

Total liabilities            224,903,659            199,862,311 

Capital and surplus:

Capital stock (par value $1.15 per share; 50,000 shares authorized;

    12,000 shares issued and outstanding) 13,800 13,800 

Surplus notes 249,522 249,488 

Gross paid-in and contributed surplus                3,233,811                3,233,811 

Special surplus funds (480,182) (412,970)

Unassigned surplus 867,158                1,834,739 

Total capital and surplus                3,884,109                4,918,868 

Total liabilities, capital and surplus  $        228,787,768  $        204,781,179 
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See accompanying Notes to Statutory Financial Statements. 

Jackson National Life Insurance Company 

Statutory Statements of Operations 

For the Years Ended December 31, 2017 and 2016 

(In thousands) 

2017 2016

Income:

Premiums and annuity considerations  $       19,004,546  $       18,631,372 

    Considerations for supplementary contracts with life contingencies    7,640 8,595 

Net investment income             3,692,816 3,902,994 

Amortization of interest maintenance reserve                103,499 168,694 

Commissions and expense allowances on reinsurance ceded    46,164 371,162 

Fee income from separate accounts             4,010,439 3,341,243 

Other income                346,441 280,739 

Total income           27,211,545           26,704,799 

Benefits and other deductions:

Death and other benefits           17,948,360           14,318,108 

Decrease in aggregate reserves            (2,802,109) (42,291)

Commissions             1,828,593 1,598,167 

General insurance expenses                706,268 606,180 

Taxes, licenses and fees    45,637 58,899 

Amortization of value of business acquired and goodwill    49,128 49,128 

Interest on funds withheld treaties                343,194 320,027 

Change in loading and other (1,003) 2,738 

Reinsurance on in-force business (42,547)               365,294 

Net transfers to separate accounts             5,281,415 5,365,112 

Total benefits and other deductions           23,356,936           22,641,362 

Gain from operations before federal income tax expense and net 

     realized capital losses 3,854,609            4,063,437            

Dividends to policyholders    9,896 10,637 

Gain from operations after dividends to policyholders and before federal income taxes             3,844,713 4,052,800 

Federal income tax expense             1,048,078 1,960,492 

Gain from operations before net realized capital losses             2,796,635 2,092,308 

Net realized capital losses, less tax benefit of $1,289,812 in 2017

    and $1,309,684 in 2016, excluding tax expense of $13,530

    in 2017 and $78,126 in 2016 transferred to the IMR            (2,628,205)           (2,656,147)

Net income (loss)  $            168,430  $           (563,839)
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See accompanying Notes to Statutory Financial Statements. 

Jackson National Life Insurance Company 

Statutory Statements of Capital and Surplus 

For the Years Ended December 31, 2017 and 2016 

(In thousands) 

Capital Surplus Gross paid-in and Special

stock notes contributed funds Unassigned Total

Balances at December 31, 2015  $   13,800  $ 249,457  $                3,233,811  $        (355,525)     $        1,576,908  $      4,718,451 

Net loss                - -  -                         -             (563,839)           (563,839)

Change in net unrealized capital gains and losses                - -   - - 237,345             237,345 

Change in net deferred income tax                - -   - - 906,246             906,246 

Change in asset valuation reserve                - -   - - 2,205 2,205 

Change in non-admitted assets                - -  - -             (139,418)           (139,418)

Change in liability for reinsurance in

     unauthorized companies                - - - - (2) (2)

Surplus notes accretion                -              31  - - - 31 

Dividends to stockholder                - -  - -             (550,000)           (550,000)

Change in surplus as a result of reinsurance               365,294             365,294 

Change in surplus as a result of

permitted practice                - -  -              (57,445) -              (57,445)

Balances at December 31, 2016       13,800     249,488  3,233,811            (412,970)            1,834,739          4,918,868 

Net income                - -   - - 168,430             168,430 

Change in net unrealized capital gains and losses                - -   - - 294,238             294,238 

Change in net deferred income tax                - -  - -             (631,189)           (631,189)

Change in asset valuation reserve                - -   - - 15,667 15,667 

Change in non-admitted assets                - -  - -             (172,176)           (172,176)

Change in liability for reinsurance in 

unauthorized companies                - - - - (4) (4)

Surplus notes accretion                -              34  - - - 34 

Dividends to stockholder                - -  - -             (600,000)           (600,000)

Change in surplus as a result of reinsurance                - -  - - (42,547)             (42,547)

Change in surplus as a result of

permitted practice                - -  -              (67,212) -              (67,212)

Balances at December 31, 2017  $   13,800  $ 249,522  $                3,233,811  $        (480,182) $           867,158  $      3,884,109 

Surplus
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See accompanying Notes to Statutory Financial Statements. 

Jackson National Life Insurance Company 

Statutory Statements of Cash Flow 

For the Years Ended December 31, 2017 and 2016 

(In thousands) 

2017 2016

Cash from operations:

Operating receipts:

Premiums and annuity considerations  $     18,709,973  $     18,127,675 

Net investment income           3,635,585           3,641,217 

Other           4,359,057           3,643,070 

Total cash received from operations         26,704,615         25,411,962 

Operating disbursements:

Benefit payments         17,383,648         13,990,673 

Commissions, general expenses and taxes           2,506,607           2,304,874 

Net transfers to separate accounts           5,248,661           5,638,678 

Federal income taxes                49,750 338,461 

Total cash disbursed from operations         25,188,666         22,272,686 

Net cash from operations           1,515,949           3,139,276 

Cash from investments:

Proceeds from investments sold, matured, or repaid:

Bonds           9,704,157         10,559,614 

Stocks              342,087 17,296 

Mortgage loans           1,123,875           1,147,299 

Limited partnerships and other invested assets          (2,262,426)         (2,770,956)

Total investment proceeds           8,907,693           8,953,253 

Cost of investments acquired:

Bonds           6,553,668         10,300,634 

Stocks                40,099 197,922 

Mortgage loans           2,086,813           2,196,376 

Real estate    2,425 18,134 

Limited partnerships and other invested assets           2,227,873           1,323,193 

Total investments acquired         10,910,878         14,036,259 

Net increase in policy loans               (48,297)              (47,113)

Net cash used in investments          (2,051,482)         (5,130,119)

Cash from financing and miscellaneous sources:

Cash provided (applied):

Borrowed funds                94,960 494,961 

Net deposits on deposit-type contracts           1,854,108           1,233,940 

Dividends paid to stockholder             (600,000)            (550,000)

Other             (409,723)             621,590 

Net cash from financing and miscellaneous sources              939,345           1,800,491 

Net change in cash and short-term investments              403,812 (190,352)

Cash and short-term investments at beginning of year              586,612 776,964 

Cash and short-term investments at end of year  $          990,424  $          586,612 

Cash flow information for non-cash transactions:

Bonds acquired to settle reinsurance transaction  $         (762,324) $ -   

Proceeds on exchanges of debt for debt and/or equity interests  $          317,942  $    -   
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Jackson National Life Insurance Company 

Notes to Statutory Financial Statements 

December 31, 2017 and 2016 

Note 1 - Organization 

Jackson National Life Insurance Company (the “Company” or “Jackson”) is wholly owned by Brooke Life 

Insurance Company (“Brooke Life” or the “Parent”), which is ultimately a wholly owned subsidiary of Prudential 

plc (“Prudential”), London, England.  Jackson is licensed to sell group and individual annuity products (including 

immediate, index linked and deferred fixed annuities and variable annuities), guaranteed investment contracts 

(“GICs”) and individual life insurance products, including variable universal life, in 49 states and the District of 

Columbia.  There is not substantial doubt about the Company’s ability to continue as a going concern. 

Note 2 - Summary of Significant Accounting Policies 

Basis of Presentation 

The accompanying financial statements have been prepared in accordance with accounting practices prescribed or 
permitted by the Michigan Department of Insurance and Financial Services (“statutory”), which vary in some 

respects from U.S. generally accepted accounting principles (“GAAP”) and include the following:  (1) the costs 

related to acquiring business, principally commissions, bonus interest on certain products and certain policy issue 

and underwriting costs, are charged to income in the year incurred and, thus, are not capitalized and amortized over 

the periods benefited;  (2) recognition of the value of business acquired (“VOBA”) and goodwill is limited and is 

amortized over the life of the business acquired, up to ten years; (3) assets must be included in the statement of 

admitted assets, liabilities, capital and surplus at "admitted asset value," with "non-admitted assets" excluded 

through a charge to surplus; (4) bonds are generally carried at amortized cost and, for investments carried at fair 

value, changes in investment valuations are recorded in surplus (under GAAP, investments are generally carried at 

fair value, amortized cost for mortgage loans and policy loans, with changes in valuation recorded in other 

comprehensive income); (5) investments in subsidiaries or companies where Jackson has a controlling interest or is 

the primary beneficiary of a variable interest entity are reported as investments, but are consolidated under GAAP; 
(6) a net deferred tax asset (“DTA”), for the tax effect of timing differences between book and tax assets and 

liabilities, is only reported as an admitted asset to the extent that it is realizable within three years and represents 

less than 15% of capital and surplus (adjusted to exclude any net DTAs, electronic data processing (“EDP”) 

equipment and operating system software and any net positive goodwill), subject to limits set by Statement of 

Statutory Accounting Principles (“SSAP”) No. 101, with the change in net deferred tax asset or liability being 

recorded directly to surplus; (7) assets and liabilities for certain derivative contracts are reported net for statutory, 

but are reported gross under GAAP; (8) for derivative instruments carried at fair value, changes in fair value are 

recorded directly to surplus (under GAAP, derivative instruments are carried at fair value with changes in fair value 

generally recorded in income); (9) future policy benefit reserves for life insurance are based on statutory mortality 

and interest requirements without the consideration of withdrawals; (10) the Commissioners’ Annuity Reserve 

Valuation Method (“CARVM”) expense allowance associated with statutory reserving practices for deferred 
variable annuities held in the separate accounts is reported in the general account as a negative liability; (11) reserve 

credits for reinsurance ceded are netted against the reserve liability, but are reported as assets under GAAP; (12) 

surplus notes issued by the Company are recorded as surplus rather than as a liability under GAAP; (13) an asset 

valuation reserve (“AVR”) is established by a direct charge to surplus to offset future potential credit related 

investment losses; (14) realized gains and losses, net of tax, resulting from changes in interest rates on fixed income 

investments are deferred in the interest maintenance reserve (“IMR”) and amortized into investment income over 

the approximate remaining life of the investment sold; (15) gains or losses resulting from market value adjustments 

(“MVA”) on policies and contracts backed by assets that are valued at book/adjusted carrying value are deferred in 

the IMR and amortized in a manner consistent with the determination of the MVA; (16) premiums for universal life 

and investment-type products, other than GICs and annuities certain, are recognized as income, but are accounted 

for as deposits to policyholders' accounts under GAAP; (17) net after tax gains on reinsurance transactions 
comprised of contracts in force at the date of the transaction are excluded from net income and recorded directly to 

surplus, and amortized into income as earnings emerge from the business reinsured; (18) statements of cash flow 

are prepared under a prescribed format, which differs from the indirect format under GAAP; and (19) there is no 

presentation of comprehensive income.  
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Jackson National Life Insurance Company 

Notes to Statutory Financial Statements 

December 31, 2017 and 2016 

A  reconciliation  of  the  Company’s  statutory  to  GAAP  net  income  and  statutory  capital  and  surplus  to  GAAP  

stockholder’s equity is as follows (in millions): 

2017 2016

Statutory net income (loss)  $          168.4  $        (563.8)

Adjustments:

Future policy benefits and policyholders’ account

 balances                17.9            (409.5)

Deferred acquisition costs and sales inducements              912.3           1,083.3 

Net investment income, less interest on funds held            (695.1)            (668.0)

Net realized gains on investments           3,869.2           4,315.0 

Fair value of hedging instruments         (3,376.7)         (4,008.3)

Amortization of value of business acquired and 

goodwill                46.7                46.7 

Separate account CARVM allowance                48.8                31.1 

Federal income taxes            (549.1)              757.3 

Other, net              (39.6)              188.6 

GAAP net income  $          402.8  $          772.4 

Years Ended December 31,

2017 2016

Statutory capital and surplus  $       3,884.1  $       4,918.9 

Adjustments:

Future policy benefits and policyholders’ account

     balances         (5,514.5)        (5,143.5)

Deferred acquisition costs and sales inducements         11,540.9         10,628.6 

Valuation of derivatives              417.9              627.7 

Separate account CARVM allowance         (5,791.9)         (5,840.9)

Interest maintenance reserve              171.9              300.6 

Asset valuation reserve              362.5              383.4 

Federal income taxes              212.5            (164.7)

Valuation of investments           1,860.0           1,313.6 

Surplus notes            (249.5)            (249.5)

Value of business acquired and goodwill            (193.6)            (240.3)

Non-admitted assets              134.3                93.8 

Other, net              104.3 4.8 

GAAP stockholder’s equity  $       6,938.9  $       6,632.5 

December 31,

The Department of Insurance and Financial Services (“DIFS”) recognizes statutory accounting practices prescribed 

or permitted by the state of Michigan for determining and reporting the financial condition and results of operations 

of an insurance company, and for determining its solvency under Michigan Insurance Law.  The DIFS has adopted 

the National Association of Insurance Commissioners' (“NAIC”) Accounting Practices and Procedures Manual 

(“NAIC SAP”) to the extent that the accounting practices, procedures, and reporting standards are not modified by 

the Michigan Insurance Code.  The state of Michigan has adopted certain prescribed accounting practices that differ 

from those defined in NAIC SAP.  The commissioner of insurance also has the right to permit other specific 

practices that deviate from prescribed practices. 
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Jackson National Life Insurance Company 

Notes to Statutory Financial Statements 

December 31, 2017 and 2016 

Under Michigan law, the value of the book of business arising from the acquisition of a subsidiary or through 

reinsurance may be recognized as an admitted asset if certain criteria are met.  In NAIC SAP, goodwill may be 

admitted in amounts not to exceed 10% of an insurer’s capital and surplus, as adjusted, and is eliminated in the 
event of a merger. 

As a result of an acquisition accounted for as a statutory purchase in accordance with SSAP No. 68, the Company 

has goodwill attributed to the VOBA.  The VOBA value is fully recoverable by the present value of the future cash 

flows of the business acquired.  Under Michigan law, the entire balance is recognized as an admitted asset.  While 

the VOBA also meets the NAIC SAP definition of goodwill, under statutory goodwill accounting in accordance 

with paragraph 13 of SSAP No. 68, the entire VOBA of $229.3 million at December 31, 2017, would be a reduction 

from the Michigan basis capital and surplus, as shown in the following table. 

The Valuation of Life Insurance Policies Model Regulation (“Model 830”, also known as Regulation XXX), was 

effective for NAIC SAP in 2001.  The state of Michigan did not permit Model 830 for reserve calculations until 

January 1, 2002.  Thus, reserves for life business issued in calendar year 2001 are not valued according to Model 
830 and NAIC SAP, but rather, are valued under the prior method of the Standard Valuation Law, referred to as the 

‘unitary’ method. 

Actuarial Guideline XXXV (“Actuarial Guideline 35”) was adopted by the NAIC in December 1998.  The purpose 

of Actuarial Guideline 35 is to interpret the standards for the valuation of statutory reserves for fixed index annuities.  

NAIC SAP requires application of Actuarial Guideline 35 for all fixed index annuities issued after December 31, 

2000.  Michigan law prescribes the valuation of fixed index annuities without consideration of Actuarial Guideline 

35. As a result, and as demonstrated in the Company’s reconciliation of net income and capital and surplus between

NAIC SAP and practices prescribed or permitted by the state of Michigan below, Actuarial Guideline 35 is not 

reflected in the Company’s accounts as of December 31, 2017 and 2016. 

Permitted Practice 

Effective December 31, 2008, the Company received approval from the DIFS regarding the use of a permitted 

practice.  Since being initially granted, the permitted practice has been extended annually by the commissioner with 

a current expiration date of October 1, 2018.  Any increase in capital and surplus resulting from this permitted 

practice may not be considered by the Company when determining the surplus available for dividends, nor in the 

determination of the nature of dividends as ordinary or extraordinary. 

The permitted practice allows the Company to report the effectiveness of its hedging program related to interest rate 

swaps consistent with the system the Company has adopted in accordance with Section 943 (2) of the Michigan 

Insurance Code, as opposed to SSAP No. 86 – Accounting for Derivative Instruments and Hedging Activities.  As 

a result, hedging transactions thus identified as effective were reported pursuant to the accounting guidance set forth 

in NAIC SSAP No. 86.   The effect of this permitted practice, reflected as special surplus funds, was to decrease 

capital and surplus by $480.2 million at December 31, 2017 and $413.0 million at December 31, 2016, with no 

effect on net income. 
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December 31, 2017 and 2016 

Reconciliation to NAIC SAP 

A reconciliation of the Company's net income and capital and surplus between NAIC SAP and practices prescribed 

or permitted by the state of Michigan is shown below (in millions): 

2017 2016

Net income (loss), as stated herein  $              168.4  $            (563.8)

Adjustments - prescribed practices:

Valuation of Life Insurance Policies Model Regulation (XXX):

Decrease in aggregate reserves for life and accident

and health policies and contracts 0.9 0.7 

Actuarial Guideline 35:

Increase in aggregate reserves for life and accident and

health policies and contracts (0.7) (5.0)

Amortization of value of business acquired 49.1 49.1 

Prescribed practices adjustment 49.3 44.8 

Tax effect of prescribed practice differences 0.1 1.7 

Net income (loss), NAIC SAP  $              217.8  $            (517.3)

     Years Ended December 31,

2017 2016

Statutory Capital and Surplus, as stated herein  $             3,884.1  $             4,918.9 

Adjustments - prescribed practices:

Aggregate reserve for life policies and contracts

Valuation of Life Insurance Policies Model Regulation (XXX):

Reserve per Michigan basis 9.8 10.2 

Reserve per NAIC SAP 25.8 27.0 

Model Regulation (XXX) adjustment (16.0) (16.8)

Actuarial Guideline 35:

Reserve per Michigan basis 7,580.5 8,019.5 

Reserve per NAIC SAP 7,607.8 8,046.2 

Actuarial Guideline 35 adjustment (27.3) (26.7)

Value of business acquired (229.3) (278.4)

Tax effect of prescribed practice differences 13.4 13.3 

Net impact of prescribed practices (259.2) (308.6)

Adjustments - permitted practice:

SSAP No. 86 - effectiveness of interest rate swaps per

permitted practice 417.5 599.6 

Tax effect of permitted practice differences 62.7 (186.6)

Net impact of permitted practice 480.2 413.0 

Statutory capital and surplus, NAIC SAP 4,105.1$              5,023.3$              

December 31,
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December 31, 2017 and 2016 

New and Pending Accounting Pronouncements 

In May 2017, the Statutory Accounting Principles Working Group (“SAPWG”) adopted substantive revisions to 

SSAP No. 26R, Bonds, to remove Securities Valuation Office-identified instruments from the definition of a bond 
and provide separate statutory accounting guidance for these instruments.  The revisions incorporate the GAAP 

definition of a security into the definition of a bond and incorporates definitions for non-bond, fixed-income 

instruments (i.e. bond exchange traded funds.)  The revisions to SSAP No. 26R were adopted on a prospective basis 

on December 31, 2017, with no impact on the statutory financial statements. 

In December 2016, the SAPWG adopted substantive revisions to SSAP No. 2, Cash, Cash Equivalents, Drafts, and 

Short-Term Investments, to reclassify investments in money market funds from short-term investments to cash 

equivalents.  In addition, the revisions require money market mutual funds to be reported at fair value and provide 

a practical expedient to use net asset value (“NAV”) for estimating fair value, with any unrealized gains and losses 

accounted for in accordance with SSAP No. 7, Asset Valuation Reserve and Interest Maintenance Reserve.  SSAP 

No. 2R was adopted on a prospective basis on December 31, 2017, with no material impact on the statutory financial 

statements. 

In August 2016, the SAPWG adopted amendments to SSAP No. 26, Bonds, and SSAP No. 43R, Loan-Backed and 

Structured Securities, to clarify the amount of investment income and/or realized gain/loss to be reported upon 

liquidation of an investment prior to its scheduled termination date.  At January 1, 2017, the Company adopted these 

revisions on a prospective basis, the impact of which is included in Note 6.  

In 2015, Michigan became the 39th state to adopt the NAIC’s 2009 revised Valuation Manual (Principles Based 

Reserves).  The Valuation Manual became operative in a majority of states, including Michigan, on January 1, 2017.  

It applies prospectively to contracts issued on/after that date.  In Michigan, the Valuation Manual is currently 

effective, at the company’s option, for policies or blocks of policies acquired by the company through a business 

acquisition or reinsurance transaction, regardless of when the policies were issued.    The Company elected to utilize 
the three year deferral period option to implement changes to reserving practices.  Jackson does not expect the 

impact of the Valuation Manual on the statutory financial statements will be significant, as the Company no longer 

issues new life insurance policies. 

In addition, the NAIC has been conducting an industry consultation with the aim of reducing the complexity in the 

variable annuity statutory balance sheet and risk management.  Following a quantitative impact study, changes have 

been proposed to the current framework and are exposed for comment until early March 2018.  The potential impact 

of this proposal on the statutory financial statements has not been determined. 

Estimates  

The preparation of the accompanying financial statements and notes requires the use of estimates and assumptions 
about future events that affect the amounts reported in the financial statements and the accompanying notes.  

Significant estimates or assumptions, as further discussed in the notes, include: 1) valuation of investments and 

derivative instruments, including fair values of securities deemed to be in an illiquid market and the determination 

of when an impairment is other-than-temporary; 2) assumptions used in calculating policy reserves and liabilities, 

including, but not limited to mortality rates, policyholder behavior, expenses, investment returns and policy 

crediting rates; 3) assumptions as to future earnings levels being sufficient to realize deferred tax benefits and 

whether or not certain deferred tax assets will reverse within three years; 4) estimates related to liabilities for 

lawsuits and establishment of liability for state guaranty fund assessments; 5) assumptions and estimates associated 

with the Company’s tax positions which impact the amount of recognized tax benefits recorded by the Company; 

and 6) assumptions as to future earnings levels of acquired business being sufficient to recover the VOBA and 

goodwill.  These estimates and assumptions are based on management’s best estimates and judgments.  Management 

evaluates its estimates and assumptions on an ongoing basis using historical experience and other factors as deemed 
appropriate.  As facts and circumstances dictate, these estimates and assumptions may be adjusted.  Since future 

events and their effects cannot be determined with precision, actual results could differ significantly from these 

estimates.  Changes in estimates, including those resulting from continuing changes in the economic environment, 

will be reflected in the financial statements in the periods the estimates are changed. 
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Reinsurance Transactions 

Effective December 30, 2016, the Company executed a reserve financing transaction whereby $623.3 million of 

level premium term reserves were ceded to a captive subsidiary, Squire Reassurance Company II, Inc. (“Squire Re 
II”), under a funds withheld 100% coinsurance treaty.  As a result, in a non-cash transaction, the Company recorded 

a ceding commission of $319.2 million, equal to the excess of statutory basis reserves over the reserves calculated 

in accordance with Actuarial Guideline 48.  The effect of the transaction was that the risk on the $319.2 million of 

statutory basis redundant term life reserves was transferred to a third party reinsurer.  See Note 7 for additional 

information.  

Effective December 31, 2016, the Company amended its variable annuity reinsurance agreement with its subsidiary, 

Jackson National Life Insurance Company of New York (“Jackson New York”), a life insurance company.  Prior 

to the amendment, the agreement ceded to Jackson 90% of the guaranteed minimum withdrawal benefits liability 

associated with variable annuity contracts issued by Jackson New York.  The purpose of the amendment was to 

transfer to Jackson 90% of the total variable annuity contract risk associated with variable annuities issued by 

Jackson New York on a coinsurance basis (modified coinsurance for separate account liabilities).  The amendment 
covers all existing and future issues of variable annuity contracts issued by Jackson New York.  The contracts 

reinsured were inforce at the transaction date and the Company assumed $1.1 billion of reserves, partially offset by 

$304.4 million of CARVM allowance.  This transfer allows for better alignment with risk mitigation strategies 

employed at the parent company level.  Because of the differences in variable annuity reserve modeling between 

the Company and Jackson New York, the transaction resulted in a $46.2 million after tax benefit to the Company.  

See Note 7 for additional information.   

As a result of the previously mentioned amended reinsurance agreement, the net receivable of $905.9 million was 

reported as a receivable from affiliate at December 31, 2016 and settled through a transfer of securities and cash in 

2017.  Accordingly, the transaction resulted in the transfer to Jackson of Jackson New York’s $25.3 million IMR 

related to the securities, which was reported direct to surplus as IMR transferred on reinsurance settlement. 

As both of these reinsurance transactions resulted in gains and were comprised of contracts inforce at the date of 

the transaction, the net, after tax, impact of the transactions of $365.3 million was excluded from net income and 

recorded directly to surplus, and will be amortized into income as earnings emerge from the business reinsured.   

Investments  

Bonds not backed by other loans are stated at amortized cost except those with an NAIC designation of “6,” which 

are  stated  at  the  lower  of  amortized  cost  or  fair  value.   Acquisition  premiums and discounts  are  amortized  into  

investment income through call or maturity dates using the effective interest method.   

Jackson recognizes an other-than-temporary impairment for non-loan-backed securities when the Company does 
not expect full recovery of amortized cost.  These impairment losses are recognized in net realized capital losses for 

the full difference between fair value and amortized cost. 

Loan-backed and structured securities, hereafter collectively referred to as “loan-backed securities,” are also stated 

at amortized cost except those with an NAIC carry rating of “6,” which are carried at the lower of amortized cost or 

fair value.  The retrospective adjustment method is used to value loan-backed securities where the collection of all 

contractual cash flows is probable.  For loan-backed securities where the collection of all contractual cash flows is 

not probable, the Company: 

 Recognizes the accretable yield over the life of the loan-backed security as determined at the 

acquisition or transaction date; 

 Continues to estimate cash flows expected to be collected at least quarterly; and 

 Recognizes an other-than-temporary impairment loss if the loan-backed security is impaired (i.e., the 

fair value is less than the amortized cost basis) and if the Company does not expect to recover the 

entire amortized cost basis when compared to the present value of cash flows expected to be collected. 
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Investments are reduced to estimated fair value (discounted cash flows for loan-backed securities) for declines in 

value that are determined to be other-than-temporary.  In determining whether an other-than-temporary impairment 

has occurred, the Company considers a security’s forecasted cash flows as well as the severity and duration of 
depressed fair values. 

If the Company intends to sell an impaired loan-backed security or does not have the intent and ability to retain the 

impaired loan-backed security for a period of time sufficient to recover the amortized cost basis, an other-than-

temporary impairment has occurred.  In these situations, the other-than-temporary impairment loss recognized is 

the difference between the amortized cost basis and fair value.  For loan-backed securities, the credit portion of the 

recognized loss is recorded to the AVR and the non-credit portion is recorded to the IMR.  If the Company does not 

expect to recover the entire amortized cost basis when compared to the present value of cash flows expected to be 

collected, it cannot assert that it has the ability to recover the loan-backed security’s amortized cost basis even 

though it has no intent to sell and has the intent and ability to retain the loan-backed security.  Therefore, an other-

than-temporary impairment has occurred and a realized loss is recognized for the non-interest related decline, which 

is calculated as the difference between the loan-backed security’s amortized cost basis and the present value of cash 
flows expected to be collected. 

For situations where an other-than-temporary impairment is recognized, the previous amortized cost basis less the 

other-than-temporary impairment recognized as a realized loss becomes the new amortized cost basis of the loan-

backed security.  The new amortized cost basis is not adjusted for subsequent recoveries in fair value.  Therefore, 

the prospective adjustment method is used for periods subsequent to other-than-temporary impairment loss 

recognition. 

Unaffiliated common stocks are stated at fair value.  The Company’s investments in subsidiaries are recorded based 

on the equity method.  Insurance subsidiaries are reported at their audited statutory capital and surplus and non-

insurance subsidiaries are carried at their audited net worth as determined under GAAP.  Included in common stocks 
is the Company’s 100% interest in the common stock of Jackson New York.  The Company has non-admitted $6.1 

million of the unaudited equity of eight subsidiaries. 

Preferred stocks are stated at cost, except those with an NAIC Securities Valuation Office rating of “4” to “6,” 

which are reported at the lower of cost or fair value.   

Limited partnership interests, including limited liability company interests, are carried at fair value based on the 

GAAP equity of the investee.  Distributions of earnings from these entities are recorded as investment income and 

unrealized gains and losses are credited or charged directly to surplus.  Included in limited partnership interests was 

$55.4 million and $90.3 million at December 31, 2017 and 2016, respectively, of the Company’s 100% ownership 

of member interests in the following entities:  Jackson National Asset Management, LLC, an investment advisor 
and transfer agent; and Jackson National Life Distributors, LLC, a broker dealer.  The Company has non-admitted 

its 100% ownership interests totaling $28.9 million and $17.3 million at December 31, 2017 and 2016, respectively, 

in Squire Reassurance Company LLC, a captive reinsurance company; Curian Capital, LLC, which terminated its 

separately managed account program on February 19, 2016 and de-registered as a Securities and Exchange 

Commission (“SEC”) investment advisor in October 2016; Curian Clearing, LLC, which had served exclusively as 

the clearing broker dealer for the Curian Capital separately managed account program and de-registered as an SEC 

regulated broker dealer on September 13, 2017; PGDS (US One), LLC, an information technology service provider; 

and Hermitage Management, LLC (“Hermitage”), which holds and manages certain real estate related investments. 

The Company also acquires controlling ownership interests in companies through troubled debt restructuring 

arrangements.  These investments are held for sale and are not operated as subsidiaries.  These equity investments 

are carried at fair value. 

Derivative instruments afforded hedge accounting treatment are accounted for in a manner consistent with the 

hedged items.  Derivative instruments not afforded hedge accounting treatment are stated at fair value.   See Note 5 

for more information on derivative instruments. 
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Cash and short-term investments, which primarily include high quality money market instruments, are carried at 

amortized cost.  These investments have original maturities of twelve months or less, and are considered cash 

equivalents for reporting cash flow. 

Commercial mortgage loans are carried at aggregate unpaid principal balances, net of unamortized discounts and 

premiums, impairments and any allowance for loan losses. 

On a periodic basis, Jackson assesses the commercial mortgage loan portfolio for the need for an allowance for loan 

losses. In determining its allowance for loan losses, the Company evaluates each loan to determine if it is probable 

that amounts due according to the contractual terms of the loan agreement will not be collected. The allowance 

includes loan specific reserves for loans that are determined to be non-performing as a result of this loan review 

process.  The loan specific portion of the loss allowance is based on the Company’s assessment as to ultimate 

collectability of loan principal and interest, or other value expected in lieu of loan principal and interest. This review 

contemplates a variety of factors which may include, but are not limited to, current economic conditions, the 

physical condition of the property, the financial condition of the borrower, and the near and long-term prospects for 
change in these conditions.  Changes in the allowance for loan losses are recorded in surplus.  

Separately, Jackson also reviews individual loans in the portfolio for impairment based on an assessment of the 

factors identified above.  Impairments deemed other-than-temporary are recorded initially against the established 

loan loss allowance and, if necessary, any additional amounts are recorded as realized losses. As deemed necessary 

based on cash flow expectations and other factors, Jackson may place loans on non-accrual status.  In this case, all 

cash received is applied against the carrying value of the loan. 

Policy loans are loans the Company issues to contract holders that use the cash surrender value of their life insurance 

policy or annuity contract as collateral.  Policy loans are carried at unpaid principal balances. 

Real estate is carried at depreciated cost and net of encumbrances.  Buildings are depreciated over their estimated 

useful life, up to 40 years. 

Realized capital gains and losses are recorded at the date of sale and are calculated on a specific cost identification 

basis. 

Life and Annuity Reserves 

Aggregate reserves for life insurance policies are based on statutory mortality and interest requirements without 

consideration for withdrawals.  With respect to ordinary policies, the mortality assumptions range from the 

American Experience Table to the 1980/2001 Commissioners’ Standard Ordinary Tables with interest assumptions 

ranging from 1.50% to 6.25%.  With respect to older industrial policies, the mortality assumptions range from the 
American Experience Table to the 1961 Commissioners’ Standard Industrial Table with interest assumptions 

ranging from 2.50% to 6.00%.  As of both December 31, 2017 and 2016, approximately 28% of the life reserves 

were calculated on a net level reserve basis and 72% were calculated on a modified reserve basis.     

Reserves for variable annuity products and related guarantees are determined using Actuarial Guideline 

43. Actuarial Guideline 43 reserves are set at the greater of a standard scenario calculation and a principles-based

stochastic calculation.  The standard scenario calculation is based on the prescribed valuation tables and valuation 

interest rates applicable to issue years of the policies involved, as well as other generally prescribed assumptions as 

to policyholder behavior.  The stochastic calculation uses prudent estimate assumptions for items such as expenses, 

mortality and policyholder behavior, as well as “real world” stochastically generated equity and interest rate 

scenarios.  Both the standard scenario and stochastic calculations are adjusted to reflect the impact of hedge 

instruments owned on the valuation date, and in the case of the stochastic calculation, future assumed hedging 
activity. 
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Actuarial Guideline 43 defines the minimum reserving standard for variable annuities.  However, in setting reported 

statutory reserves for variable annuities, Jackson considers additional metrics and attempts to balance several other 

considerations, including the desire to maintain strong and stable capital and financial strength ratios.  At December 
31, 2017, the Company had no additional voluntary variable annuity guaranteed benefit reserves recorded in excess 

of those required under minimum statutory standards.  In 2016, the Company recorded $400.0 million of additional 

voluntary variable annuity guaranteed benefit reserves to partially mitigate the market risk component of the risk 

based capital (“RBC”) calculation as determined under C-3 Phase II.   

As previously described in Note 1, Michigan law prescribes the valuation of fixed index annuities without 

consideration of Actuarial Guideline 35. 

The majority of all other annuity reserves and GIC deposits are established with an interest rate assumption ranging 

from 2.50% to 8.75% and are carried at the greater of the cash surrender value or the greatest present value of the 

guaranteed benefits discounted at statutory valuation interest rates. 

Jackson and Jackson National Life Funding, LLC have established a European Medium Term Note program, with 

up to $5.8 billion in aggregate principal amount outstanding at any one time.  Jackson National Life Funding, LLC 

was formed as a special purpose vehicle solely for the purpose of issuing Medium Term Note instruments to 

institutional investors, the proceeds of which are deposited with Jackson and secured by the issuance of funding 

agreements.  The liability for the outstanding balances at December 31, 2017 and 2016 totaled $10.6 million and 

$10.5 million, respectively, and these liabilities are included in liability for deposit-type contracts.  Issued 

instruments representing obligations denominated in a foreign currency have been hedged for changes in exchange 

rates using cross-currency swaps. 

Jackson and Jackson National Life Global Funding have established a $17.0 billion aggregate Global Medium Term 

Note program.  Jackson National Life Global Funding was formed as a statutory business trust, solely for the purpose 
of issuing Medium Term Note instruments to institutional investors, the proceeds of which are deposited with 

Jackson and secured by the issuance of funding agreements.  The liability for the outstanding balances at December 

31, 2017 and 2016 totaled $5.7 billion and $3.8 billion, respectively, and these liabilities are included in liability for 

deposit-type contracts.  Issued instruments representing obligations denominated in a foreign currency have been 

hedged for changes in exchange rates using cross-currency swaps.   

Jackson is a member of the Federal Home Loan Bank of Indianapolis (“FHLBI”) primarily for the purpose of 

participating in the bank’s mortgage-collateralized loan advance program with short-term and long-term funding 

facilities.  Members are required to purchase and hold a minimum amount of FHLBI capital stock, plus additional 

stock based on outstanding advances.  Advances are in the form of short-term or long-term notes or funding 

agreements issued to FHLBI.  At both December 31, 2017 and 2016, Jackson held $125.4 million of FHLBI capital 
stock, supporting $1.9 billion and $1.8 billion of funding agreements at December 31, 2017 and 2016, respectively, 

included in liability for deposit-type contracts.  The Company also held $600.1 million of short-term borrowings 

and a bank loan with an outstanding balance of $87.4 million at December 31, 2017.  The Company held $500.1 

million of short-term borrowings and a bank loan with an outstanding balance of $92.5 million at December 31, 

2016. 

Interest Maintenance Reserve 

The Company is required to maintain an IMR, which is a reserve for the net, after tax, accumulated unamortized 

realized gains and losses on sales of fixed income investments primarily attributable to changes in interest rates.  

Net realized gains and losses charged or credited to the IMR are amortized into investment income over the 

approximate remaining life of the investment sold using the grouped method. 

Gains or losses resulting from MVA on policies and contracts backed by assets that are valued at book/adjusted 

carrying value are deferred in the IMR and amortized in a manner consistent with the determination of the MVA 

using the grouped method.  In 2017, MVA losses of $0.2 million, less a tax benefit of $0.1 million, were transferred 

to the IMR.  In 2016, MVA losses of $0.6 million, less a tax benefit of $0.3 million, were transferred to the IMR.   
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Asset Valuation Reserve 

The Company is required to maintain an AVR, which is computed in accordance with a formula prescribed by the 

NAIC and represents a provision for potential credit related investment losses.  Changes in the AVR are recorded 
directly to surplus. 

Revenue and Expense Recognition 

Premiums for traditional life insurance are recognized as revenue when due.  Annuity considerations are recognized 

as revenue when collected.  GICs and other investment products with no mortality risk are accounted for using 

deposit accounting.  Accordingly, premiums and withdrawals for GICs and other investment products are not 

reflected in the statement of operations, but are credited or charged directly to policyholders’ accounts, while interest 

credited to the policyholders’ accounts is reflected in the statement of operations.  Fee income is recognized as 

revenue when earned.  Commission and expense allowances, which are commission and expense reimbursements 

related to reinsurance ceded to other companies, are recognized as revenue when due.  The CARVM allowance 

represents the excess of separate account contract values over statutory separate account reserves for variable 

annuities and variable life.  Benefits, claims and expenses (including the change in CARVM allowance) are 
recognized when incurred.  Commissions, general expenses, and taxes, licenses and fees, including costs of 

acquiring new business, are charged to operations as incurred. 

Investment Income 

Income due and accrued was excluded from surplus on the following basis:  

Bonds - securities in default and otherwise where collection is uncertain. 

Mortgage loans - loans in foreclosure deemed in default, delinquent greater than one year or where collection 

of interest is uncertain. 

Real estate - properties where rent is in arrears for more than three months.    

Income due and accrued on investments where collection is not likely has been excluded from net investment 

income.  For the years ended December 31, 2017 and 2016, the amounts excluded from investment income were 

$4.8 million and $6.0 million, respectively.    

Furniture and Equipment 

Furniture and equipment are carried at cost less accumulated depreciation, which is charged to operations on a 

straight line basis over the estimated useful lives of the related assets.  Furniture and EDP equipment and software 

are depreciated over three to seven years.  Furniture and equipment, except for certain EDP equipment and software 

reported in other admitted assets, is non-admitted.  Depreciation expense on admitted assets totaled $0.7 million 
and nil for 2017 and 2016, respectively, while depreciation expense on non-admitted assets totaled $39.4 million 

and $14.4 million in 2017 and 2016, respectively. 

Federal Income Taxes 

Federal income taxes are charged to operations based on current taxable income.  Current year federal income tax 

expense is based on financial reporting income or loss adjusted for certain timing differences, which are the result 

of dissimilar financial reporting and tax basis accounting methods.  A net DTA, for the tax effect of timing 

differences between financial reporting and the tax basis of assets and liabilities, is allowed to be reported as an 

admitted asset only to the extent that it is realizable within three years and represents less than 15% of capital and 
surplus (adjusted to exclude any net DTAs, EDP equipment and operating system software and any net positive 

goodwill), with the change in net deferred tax asset or liability being recorded directly to surplus. 

Non-admitted Assets 

Certain assets designated as "non-admitted assets" (principally net deferred tax assets not realizable within three 

years, agents' debit balances, furniture, equipment, computer software, prepaid expenses, certain other receivables, 

and investments in certain common stocks and limited liability corporations) have been excluded from the statutory 

statements of admitted assets, liabilities, capital and surplus by a direct charge to surplus. 
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Separate Account Assets and Liabilities 

The assets and liabilities associated with variable life and annuity contracts, which aggregated $164.6 billion and 

$138.9 billion at December 31, 2017 and 2016, respectively, are segregated in non-guaranteed separate accounts.  
The Company receives fees for assuming mortality and certain expense risks and for providing guaranteed benefits 

under the variable annuity contracts.  These fees are recorded as earned. 

The Company has issued a group variable annuity contract designed for use in connection with and issued to the 

Company’s Defined Contribution Retirement Plan.  These deposits are allocated to the non-guaranteed Jackson 

National Separate Account – II and aggregated $267.7 million and $264.7 million at December 31, 2017 and 2016, 

respectively.  

Value of Business Acquired 

The value of business acquired relates to the acquisition of Reassure America Life Insurance Company (“REALIC”) 

in 2012.  The VOBA is amortized over the estimated life of the business, not to exceed 10 years.  During both 2017 

and 2016, the Company recorded amortization expense of $49.1 million in the statement of operations.   

Subsequent Events 

The Company has evaluated events through April 11, 2018, which is the date the financial statements were available 

to be issued. 

Note 3 - Fair Value of Financial Instruments 

Fair value measurements are based upon observable and unobservable inputs.  Observable inputs reflect market 

data obtained from independent sources, while unobservable inputs reflect the Company’s view of market 

assumptions in the absence of observable market information.  Jackson utilizes valuation techniques that maximize 

the use of observable inputs and minimize the use of unobservable inputs.  All financial assets and liabilities are 
required to be classified into one of the following categories: 

Level 1 Observable inputs that reflect quoted prices for identical assets or liabilities in active markets that 

the Company has the ability to access at the measurement date.  Level 1 securities include 

government securities and exchange traded equity securities and derivative instruments. 

Level 2 Observable inputs, other than quoted prices included in Level 1, for the asset or liability or prices 

for similar assets and liabilities.  Most debt securities that are priced using observable inputs and 

freestanding derivative instruments that are priced using models with observable market inputs 

are included in Level 2.  

Level 3 Valuations that are derived from techniques in which one or more of the significant inputs are 

unobservable (including assumptions about risk). Level 3 includes limited partnership interests 

and less liquid securities such as certain highly structured or lower quality asset-backed securities.  

Because Level 3 fair values, by their nature, contain unobservable market inputs, considerable 

judgment may be used to determine the Level 3 fair values. Level 3 fair values represent the 

Company’s best estimate of an amount that could be realized in a current market exchange absent 

actual market exchanges. 

In many situations, inputs used to measure the fair value of an asset or liability may fall into different levels of the 

fair value hierarchy. In these situations, the Company determines the level in which the fair value falls based upon 

the lowest level input that is significant to the determination of the fair value. As a result, both observable and 

unobservable inputs may be used in the determination of fair values that the Company has classified within Level 
3.  

The Company determines the fair values of certain financial assets and liabilities based on quoted market prices, 

where available.  The Company may also determine fair value based on estimated future cash flows discounted at 

the appropriate current market rate.  When appropriate, fair values reflect adjustments for counterparty credit quality, 

the Company’s credit standing, liquidity and risk margins on unobservable inputs. 
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Where quoted market prices are not available, fair value estimates are made at a point in time, based on relevant 

market data, as well as the best information about the individual financial instrument.  At times, illiquid market 

conditions may result in inactive markets for certain of the Company’s financial instruments.  In such instances, 
there may be no or limited observable market data for these assets and liabilities.  Fair value estimates for financial 

instruments deemed to be in an illiquid market are based on judgments regarding current economic conditions, 

liquidity discounts, currency, credit and interest rate risks, loss experience and other factors.  These fair values are 

estimates and involve considerable uncertainty and variability as a result of the inputs selected and may differ 

materially from the values that would have been used had an active market existed.  As a result of market inactivity, 

such calculated fair value estimates may not be realizable in an immediate sale or settlement of the instrument.  In 

addition, changes in the underlying assumptions used in the fair value measurement technique could significantly 

affect these fair value estimates.   

The following is a discussion of the methodologies used to determine fair values of the financial instruments. 

Bonds and Equity Securities 

The fair values for bonds and equity securities are determined using information available from independent pricing 

services, broker-dealer quotes, or internally derived estimates. Priority is given to publicly available prices from 

independent sources, when available.  Securities for which the independent pricing service does not provide a 

quotation are either submitted to independent broker-dealers for prices or priced internally. Typical inputs used by 

these three pricing methods include, but are not limited to, reported trades, benchmark yields, credit spreads, 

liquidity premiums, and/or estimated cash flows based on default and prepayment assumptions.  

As a result of typical trading volumes and the lack of specific quoted market prices for most fixed maturities, 

independent pricing services will normally derive the security prices through recently reported trades for identical 

or similar securities, making adjustments through the reporting date based upon available market observable 

information as outlined above. If there are no recently reported trades, the independent pricing services and broker-
dealers may use matrix or pricing model processes to develop a security price where future cash flow expectations 

are developed based upon collateral performance and discounted at relevant market rates.  Certain securities are 

priced using broker-dealer quotes, which may utilize proprietary inputs and models.  Additionally, the majority of 

these quotes are non-binding. 

Included in the pricing of loan-backed securities are estimates of the rate of future prepayments of principal over 

the remaining life of the securities. Such estimates are derived based on the characteristics of the underlying 

structure and prepayment assumptions believed to be relevant for the underlying collateral.  Actual prepayment 

experience may vary from these estimates. 

Internally derived estimates may be used to develop a fair value for securities for which the Company is unable to 
obtain either a reliable price from an independent pricing service or a suitable broker-dealer quote. These fair value 

estimates may incorporate Level 2 and Level 3 inputs and are generally derived using expected future cash flows, 

discounted at market interest rates available from market sources based on the credit quality and duration of the 

instrument.  For securities that may not be reliably priced using these internally developed pricing models, a fair 

value may be estimated using indicative market prices.  These prices are indicative of an exit price, but the 

assumptions used to establish the fair value may not be observable or corroborated by market observable information 

and, therefore, represent Level 3 inputs. 

The Company performs a monthly analysis on the prices and credit spreads received from third parties to ensure 

that the prices represent a reasonable estimate of the fair value.  This process involves quantitative and qualitative 

analysis and is overseen by investment and accounting professionals.  Examples of procedures performed include, 

but are not limited to, initial and ongoing review of third party pricing service methodologies, review of pricing 
statistics and trends, back testing recent trades and monitoring of trading volumes.  In addition, the Company 

considers whether prices received from independent broker-dealers represent a reasonable estimate of fair value 

through the use of internal and external cash flow models, which are developed based on spreads and, when 

available, market indices.  As a result of this analysis, if the Company determines there is a more appropriate fair 

value based upon the available market data, the price received from the third party may be adjusted accordingly.   
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For those securities that were internally valued at December 31, 2017 and 2016, the pricing model used by the 

Company utilizes current spread levels of similarly rated securities to determine the market discount rate for the 

security.  Furthermore, appropriate risk premiums for illiquidity and non-performance are incorporated in the 
discount rate.  Cash flows, as estimated by the Company using issuer-specific default statistics and prepayment 

assumptions, are discounted to determine an estimated fair value. 

On an ongoing basis, the Company reviews the independent pricing services’ valuation methodologies and related 

inputs, and evaluates the various types of securities in its investment portfolio to determine an appropriate fair value 

hierarchy distribution based upon trading activity and the observability of market inputs. Based on the results of 

this evaluation, each price is classified into Level 1, 2, or 3. Most prices provided by independent pricing services, 

including broker-dealer quotes, are classified into Level 2 due to their use of market observable inputs. 

At December 31, 2017 and 2016, bonds valued internally, including matrix-priced securities, had a book/adjusted 

carrying value of $5.8 billion and $5.4 billion, respectively, and an estimated fair value of $6.0 billion and $5.6 

billion, respectively.     

Commercial Mortgage Loans 

Fair values are generally determined by discounting expected future cash flows at current market interest rates, 

inclusive of a credit spread, for similar quality loans.  For loans whose value is dependent upon the underlying 

property, fair value is determined to be the estimated value of the collateral.  Certain characteristics considered 

significant in determining the spread or collateral value may be based on internally developed estimates.  As a result, 

these investments have been classified as Level 3 within the fair value hierarchy. 

Policy Loans 

Policy loans are funds provided to policyholders in return for a claim on the policies’ values and function like 

demand deposits which are redeemable upon repayment, death or surrender, and there is only one market price at 
which the transaction could be settled – the then current carrying value.  The funds provided are limited to the cash 

surrender value of the underlying policy.  The nature of policy loans is to have a negligible default risk as the loans 

are fully collateralized by the value of the policy.  Policy loans do not have a stated maturity and the balances and 

accrued interest are repaid either by the policyholder or with proceeds from the policy.  Due to the collateralized 

nature of policy loans and unpredictable timing of payments, the Company believes the carrying value of policy 

loans approximates fair value.   

Derivative Instruments 

Fair values for derivatives priced using valuation models incorporate inputs that are predominantly observable in 

the market. Inputs used to value derivatives include, but are not limited to, interest rate swap curves, credit spreads, 

interest rates, counterparty credit risk, equity volatility and equity index levels.  

Derivative instruments classified as Level 1 include futures, which are traded on active exchanges. 

Derivative instruments classified as Level 2 include interest rate swaps, cross currency swaps, credit default swaps, 

put swaptions and equity index call and put options. The derivative valuations are determined by third party pricing 

services using pricing models with inputs that are observable in the market or can be derived principally from, or 

corroborated by, observable market data. 

A derivative instrument containing Level 1 or Level 2 inputs could be classified as a Level 3 financial instrument if 

it includes at least one significant Level 3 input. 

Limited Partnership Interests 
Fair value for limited partnership interests is determined using the proportion of Jackson’s investment in each fund 

(“NAV equivalent”) as a practical expedient for fair value.  No adjustments to these amounts were deemed necessary 

at December 31, 2017 or 2016.  Limited partnership interests are categorized as Level 3 assets. 
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Separate Account Assets 

Separate account assets are comprised of investments in mutual funds that transact regularly, but do not trade in 

active markets as they are not publicly available, and are categorized as Level 2 assets. 

Annuity Reserves 

Fair values for immediate annuities, without mortality features, are derived by discounting the future estimated cash 

flows using current market interest rates for similar maturities.  Fair values for deferred annuities, including fixed 

index annuities, are determined using projected future cash flows discounted at current market interest rates.   

Reserves for Guaranteed Investment Contracts 

Fair value is based on the present value of future cash flows discounted at current market interest rates.  

Payable for Securities Lending  

The Company’s payable for securities lending is set equal to the cash collateral received.  Due to the short-term 

nature of the loans, carrying value is a reasonable estimate of fair value.    

Funds Held Under Reinsurance Treaties 

The fair value of the funds held is equal to the fair value of the assets held as collateral, which primarily consist of 

policy loans and fixed maturities. 

Repurchase Agreements 

Carrying value of the Company’s repurchase agreements is considered a reasonable estimate of fair value due to 

their short-term maturities. 

Separate Account Liabilities 

Separate account liabilities are carried at the fair value of the separate account assets.   

Debt 

Carrying value of the short-term borrowings is considered a reasonable estimate for fair value due to their short-

term maturity.  Fair value of surplus notes is based on the present value of future cash flows discounted at 

current market interest rates.   
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Fair Value Measurements at Reporting Date 

The following tables provide information about the Company’s financial assets and liabilities that are carried at fair 

value by hierarchy levels (in thousands): 

Level 1 Level 2 Level 3 Total

Assets at fair value:

Government bonds -$  96$ -$  96$  

Common stock 125,411              11,767                111 137,289              

Subtotal 125,411              11,863                111 137,385              

Limited partnership interests - - 1,127,733           1,127,733           

Derivatives 
(1)

- 1,748,697           5,931 1,754,628           

Separate account assets - 164,905,515       - 164,905,515       

Total assets at fair value 125,411$            166,666,075$     1,133,775$         167,925,261$     

Liabilities at fair value:

Derivatives -$  -$  -$  -$  

December 31, 2017

Level 1 Level 2 Level 3 Total

Assets at fair value:

Government bonds -$  92$  -$  92$  

Common stock 137,545              275,081              111 412,737              

Subtotal 137,545              275,173              111 412,829              

Limited partnership interests - - 1,210,471           1,210,471           

Derivatives 
(1)

- 352,638              18,970                371,608              

Separate account assets - 139,153,016       - 139,153,016       

Total assets at fair value 137,545$            139,780,827$     1,229,552$         141,147,924$     

Liabilities at fair value:

Derivatives -$  20,249$              -$  20,249$              

(1)
 Excludes interest rate swaps measured on a cost basis in accordance with the permitted practice (see Note 2).

December 31, 2016
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Changes in Level 3 Assets Measured at Fair Value 

The Company’s policy for determining and disclosing transfers between levels is to recognize transfers using 

beginning of period balances.  The following tables summarize the changes in assets measured at fair value classified 
in Level 3 (in thousands).  Gains and losses reported in these tables may include changes in fair value that are 

attributable to both observable and unobservable inputs.   

Total gains Purchases, 

Balance and (losses) Total gains issuances, Balance

as of Transfers Transfers included in and (losses) sale s as of

January 1, in out net included in and December 31,

2017 Level 3 Level 3 income surplus settlements 2017

Asse ts

Common stock 111$           -$        -$        -$ -$             -$              111$

Limited partnerships 1,210,471   -          (79)          (41,812)          (6,201)          (34,646)         1,127,733         

Derivatives 18,970        -          -          (115,418)        62,084         40,295          5,931 

Total gains Purchases, 

Balance and (losses) Total gains issuances, Balance

as of Transfers Transfers included in and (losses) sale s as of

January 1, in out net included in and December 31,

2016 Level 3 Level 3 income surplus settlements 2016

Asse ts

Common stock 111$           -$        -$        -$ -$             -$              111$

Limited partnerships 1,198,805   -          (8,699)     (52,005)          38,100         34,270          1,210,471         

Derivatives 97,352        -          -          (124,453)        7,348           38,723          18,970              

The components of the amounts included in purchases, sales, issuances and settlements shown above are as follows 
(in thousands): 

Purchases Sales Issuances Settlements Total

Assets

Limited partnerships 152,357$             (187,003)$            -$  -$  (34,646)$              

Derivatives 40,295 - - - 40,295

Total 192,652$             (187,003)$            -$  -$  5,649$

Purchases Sales Issuances Settlements Total

Assets

Limited partnerships 179,031$             (144,761)$            -$  -$  34,270$               

Derivatives 39,573 (850) - - 38,723

Total 218,604$             (145,611)$            -$  -$  72,993$               

December 31, 2017

December 31, 2016

For the year ended December 31, 2017 and 2016, other invested assets with a fair value of $0.1 million and $8.7 

million, respectively, were transferred out of Level 3 as a result of a change in classification to non-admitted.  There 

were no transfers between Level 1 and Level 2 of the fair value hierarchy during 2017 or 2016. 
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Aggregate Fair Value of the Company’s Financial Instruments 

The following tables detail the aggregate fair value of the Company’s financial instruments (in thousands): 

December 31, 2017 Aggregate Admitted

Descript ion Fair Value Value Level 1 Level 2 Level 3

Assets at fair value:

Bonds 46,287,965$      43,842,502$      5,629,083$     40,658,880$   2$

Common stock 137,289 137,289 125,411          11,767            111

Mortgage loans 8,554,827          8,441,517          - - 8,554,827     

Cash and cash equivalents 990,424 990,424 990,424          - - 

Policy loans 4,468,858          4,468,858          - - 4,468,858     

Derivatives 2,172,521          1,754,628          - 2,166,590       5,931            

Limited partnership interests 1,127,733          1,127,733          - - 1,127,733     

Securit ies lending assets 64,246 64,246 64,246            - - 

Separate account assets 164,905,515      164,905,515      - 164,905,515   - 

Total assets at fair value 228,709,378$    225,732,712$    6,809,164$     207,742,752$ 14,157,462$ 

Liabilities at fair value:

Reserves for life insurance

       and annuities (1) 44,559,245$      34,788,166$      -$ 1,184,999$     43,374,246$ 

Liability for deposit-type contracts 10,295,264        10,250,092        - - 10,295,264   

Payable for securities lending 64,246 64,246 - 64,246            - 

Funds held under reinsurance treaties

       with unauthorized reinsurers 3,603,473          3,592,822          - - 3,603,473     

Funds held under coinsurance 290,904 289,852 - - 290,904        

Separate account liabilit ies 164,905,515      164,905,515      - 164,905,515   - 

Borrowed money and interest thereon 687,533 687,533 - 687,533          - 

Total liabilit ies at fair value 224,406,180$    214,578,226$    -$ 166,842,293$ 57,563,887$ 

December 31, 2016 Aggregate Admitted

Description Fair Value Value Level 1 Level 2 Level 3

Assets at fair value:

Bonds 47,996,773$      46,228,419$      6,208,642$     41,788,127$   4$

Preferred stock 2,219 147 2,219 - - 

Common stock 412,737             412,737             137,545          275,081          111

Mortgage loans 7,548,758          7,480,130          - - 7,548,758     

Cash and cash equivalents (203,416)            (203,416)            (203,416)        - - 

Short -term investments 790,028             790,028             790,028          - - 

Policy loans 4,420,561          4,420,561          - - 4,420,561     

Derivatives 971,580             371,608             - 952,610          18,970          

Limited partnership interests 1,210,471          1,210,471          - - 1,210,471     

Securities lending assets 108,865             108,865             108,865          - - 

Separate account assets 139,153,016      139,153,016      - 139,153,016   - 

Total assets at fair value 202,411,592$    199,972,566$    7,043,883$     182,168,834$ 13,198,875$ 

Liabilit ies at fair value:

Reserves for life insurance

       and annuities (1) 44,413,458$      37,259,835$      -$ 1,075,766$     43,337,692$ 

Liability for deposit -type contracts 8,497,265          8,395,984          - - 8,497,265     

Payable for securit ies lending 108,865             108,865             - 108,865          - 

Funds held under reinsurance t reaties

       with unauthorized reinsurers 3,523,106          3,508,651          - - 3,523,106     

Funds held under coinsurance 303,664             303,664             - 303,664        

Separate account liabilities 139,153,016      139,153,016      - 139,153,016   - 

Repurchase agreements 411,857             411,857             - 411,857          - 

Derivatives 20,249 20,249 - 20,249            - 

Borrowed money and interest thereon 592,549             592,549             - 592,549          - 

Total liabilit ies at fair value 197,024,029$    189,754,670$    -$               141,362,302$ 55,661,727$ 

(1)  Annuity re se rve s re pre s e nt  only the c ompone nts  of  d e posits  on inve s tme nt  c on tra c ts  tha t  a re c onside re d to be fina nc ia l  ins trume nts .

There were no financial instruments for which it was not practicable to estimate fair value. 
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Note 4 - Investments 

Investments are comprised primarily of debt securities and commercial mortgage loans.  Debt securities primarily 
include publicly traded industrial, loan-backed, utility and government bonds.  Loan-backed securities include 

mortgage-backed and other structured securities.  The Company generates the majority of its general account 

deposits from interest-sensitive individual annuity contracts, life insurance products and GICs on which it has 

committed to pay a declared rate of interest.  The Company’s strategy of investing in fixed-income securities aims 

to ensure matching of the asset yield with the amounts credited to the interest-sensitive liabilities and to earn a stable 

return on its investments.  

With the Company’s primarily fixed-rate securities portfolio, it is exposed to interest rate risk, which is the risk that 

interest rates will change and cause a change in the value of its investments.  Additionally, changes in interest rates 

may cause certain interest-sensitive products to become uncompetitive or may cause disintermediation.  The 

Company mitigates this risk by charging fees for surrenders in early policy years, by offering products that transfer 

this risk to the purchaser and/or by attempting to match the maturity schedule of its assets with the expected payouts 
of its liabilities.  To the extent that liabilities come due more quickly than assets mature, the Company could 

potentially have to borrow funds or sell assets prior to maturity and potentially recognize a gain or loss. 

Debt Securities, Common and Preferred Stock 

Debt securities consist of bonds and short-term investments.  Cost or amortized cost, gross unrealized gains and 

losses, estimated fair value and book/adjusted carrying value of the Company's debt securities and unaffiliated 

equity investments are as follows (in thousands): 

Cost or Gross Gross Estimated Book/Adjusted

Amortized Unrealized Unrealized Fair Carrying

December 31, 2017 Cost Gains Losses Value Value

Governments  $        5,150,886  $   525,525  $        4,092  $    5,672,319  $        5,150,886 

Special revenue and

special assessment               666,762       146,831            4,817           808,776 666,742 

Industrial and miscellaneous          34,045,138    1,758,960          73,696      35,730,402          34,045,138 

Residential mortgage-backed               824,879         58,973            2,965           880,887 824,879 

Commercial mortgage-backed            1,968,225         41,351            4,160        2,005,416            1,968,225 

Other asset-backed            1,186,632         19,054          15,521        1,190,165            1,186,632 

     Total debt securities          43,842,522    2,550,694        105,251      46,287,965          43,842,502 

Common and preferred stock               136,889 538 138           137,289 137,289 

     Total securities  $      43,979,411  $2,551,232  $    105,389  $  46,425,254  $      43,979,791 

Cost or Gross Gross Estimated Book/Adjusted

Amortized Unrealized Unrealized Fair Carrying

December 31, 2016 Cost Gains Losses Value Value

Governments  $      6,257,350  $     392,437  $   397,461  $    6,252,326  $       6,257,350 

Special revenue and

special assessment             723,474         153,815           4,199           873,090              723,450 

Industrial and miscellaneous        35,227,356      1,706,416       174,585      36,759,187         35,227,356 

Residential mortgage-backed          1,165,743           66,095           7,284        1,224,554           1,165,743 

Commercial mortgage-backed          2,483,911           58,004         13,416        2,528,499           2,483,911 

Other asset-backed          1,160,637           18,205         29,696        1,149,146           1,160,637 

     Total debt securities        47,018,471      2,394,972       626,641      48,786,802         47,018,447 

Common and preferred stock             408,313             7,306              663           414,956              412,884 

     Total securities  $    47,426,784  $  2,402,278  $   627,304  $  49,201,758  $     47,431,331 
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The amount of gross unrealized losses and the associated estimated fair value of debt securities and stocks 

(excluding wholly-owned subsidiaries) are as follows (in thousands): 

Gross Estimated Gross Estimated Gross Estimated

Unrealized Fair Unrealized Fair Unrealized Fair

December 31, 2017 Losses Value Losses Value Losses Value

Governments  $    627  $           209,028  $               3,465  $           262,654  $               4,092  $           471,682 

Special revenue and

   special assessment    31 2,886 4,786 55,069 4,817 57,955 

Industrial and miscellaneous    40,053            3,126,150 33,643            1,353,222 73,696            4,479,372 

Residential mortgage-backed    107 29,997 2,858 64,812 2,965 94,809 

Commercial mortgage-backed    2,359 382,723 1,801 72,619 4,160 455,342 

Other asset-backed    2,291 381,554 13,230 226,973 15,521 608,527 

Total debt securities    45,468            4,132,338 59,783            2,035,349 105,251            6,167,687 

Common and preferred stock    138 3,983 - - 138 3,983 

Total temporarily impaired

     securities  $             45,606  $        4,136,321  $             59,783  $        2,035,349  $           105,389  $        6,171,670 

Less than 12 months 12 months or longer Total

Gross Estimated Gross Estimated Gross Estimated

Unrealized Fair Unrealized Fair Unrealized Fair

December 31, 2016 Losses Value Losses Value Losses Value

Governments  $           397,461  $        4,086,056  $ -    $ -    $           397,461  $        4,086,056 

Special revenue and

   special assessment 4,199                 31,378 - - 4,199                 31,378 

Industrial and miscellaneous               153,669            6,624,682                 20,916               516,138               174,585            7,140,820 

Residential mortgage-backed 660                 73,665 6,624                 90,109 7,284               163,774 

Commercial mortgage-backed    9,027 546,679 4,389 28,242 13,416 574,921 

Other asset-backed 5,325               414,243                 24,371               113,497                 29,696               527,740 

Total debt securities               570,341          11,776,703                 56,300               747,986               626,641          12,524,689 

Common and preferred stock 663               275,084 - - 663               275,084 

Total temporarily impaired

     securities  $           571,004  $      12,051,787  $             56,300  $           747,986  $           627,304  $      12,799,773 

Less than 12 months 12 months or longer Total

Debt securities include investments in mortgage-backed securities, which are collateralized by residential mortgage 

loans (“RMBS”) and are neither explicitly nor implicitly guaranteed by U.S. government agencies.  The Company’s 

non-agency RMBS include investments in securities backed by prime, Alt-A, and subprime loans as follows (in 

thousands): 

Gross Gross Estimated Book/Adjusted

Amortized Unrealized Unrealized Fair Carrying

December 31, 2017 Cost Gains Losses Value Value

Prime 164,000$        11,492$         856$              174,636$        164,000$             

Alt-A 143,365          21,466           412 164,419          143,365               

Subprime 137,618          7,766             1,185             144,199          137,618               

Total non-agency RMBS 444,983$        40,724$         2,453$           483,254$        444,983$             

Gross Gross Estimated Book/Adjusted

Amortized Unrealized Unrealized Fair Carrying

December 31, 2016 Cost Gains Losses Value Value

Prime 219,456$        10,021$         1,777$           227,700$        219,456$             

Alt-A 193,849          16,761           1,858             208,752          193,849               

Subprime 206,395          7,918             3,081             211,232          206,395               

Total non-agency RMBS 619,700$        34,700$         6,716$           647,684$        619,700$             
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The Company defines its exposure to non-agency RMBS as follows.  Prime loan-backed securities are collateralized 

by mortgage loans made to the highest rated borrowers.  Alt-A loan-backed securities are collateralized by mortgage 

loans made to borrowers who lack credit documentation or necessary requirements to obtain prime borrower rates.  
Subprime loan-backed securities are collateralized by mortgage loans made to borrowers that have a FICO score of 

680 or lower.  99% of the Company’s investments in Alt-A related mortgage-backed securities and 100% of the 

Company’s investments in subprime related mortgage-backed securities are rated investment grade by the NAIC.   

Debt securities also include investments in securities, which are collateralized by commercial mortgage loans 

(“CMBS”).  The carrying value and estimated fair value of the Company’s investment in CMBS are $2.0 billion 

and $2.0 billion, respectively, at December 31, 2017.  Of these investments, 100% are rated investment grade by 

the NAIC.     

Corporate securities include direct investments in below investment grade syndicated bank loans.  Unlike most 

corporate debentures, syndicated bank loans are collateralized by specific tangible assets of the borrowers.  As such, 
investors in these securities that become impaired have historically experienced less severe losses than corporate 

bonds.  At December 31, 2017, the carrying value and estimated fair value of the Company’s direct investments in 

bank loans are $64.4 million and $64.1 million, respectively.   

At December 31, 2017, of the total carrying value for bonds in an unrealized loss position, 94% were investment 

grade and 6% were below investment grade based on NAIC designation.  Unrealized losses on bonds that were 

below investment grade comprised approximately 13% of the aggregate gross unrealized losses on debt securities.  

Corporate bonds in an unrealized loss position were diversified across industries. As of December 31, 2017, the 

industries comprising the larger proportion of unrealized losses included consumer goods (13% of corporate bonds 

gross unrealized losses) and telecom (13%).  The largest unrealized loss related to a single corporate obligor was 
$6.8 million at December 31, 2017. 

The amortized cost, gross unrealized gains and losses, estimated fair value and book/adjusted carrying value of debt 

securities at December 31, 2017, by contractual maturity, are shown below (in thousands).  Actual maturities may 

differ from contractual maturities where securities can be called or pre-paid with or without early redemption 

penalties. 

Effective yields, which are used to calculate amortization, are adjusted periodically to reflect actual payments to 

date and anticipated future payments.  Other than as discussed below for certain loan-backed securities, resultant 

adjustments to carrying values are included in investment income using the retrospective method.  Prepayment 

assumptions for loan-backed securities were obtained from independent providers of broker-dealer estimates. 

Book/

Gross Gross Estimated Adjusted

Amortized Unrealized Unrealized Fair Carrying

Maturity distribution Cost Gains Losses Value Value

Due in 1 year or less  $  1,265,635  $       19,060  $              60  $   1,284,635  $   1,265,615 

Due after 1 year through 5 years    11,748,093         501,773  7,995     12,241,871     11,748,093 

Due after 5 years through 10 years   16,388,147         525,465 46,360     16,867,252     16,388,147 

Due after 10 years through 20      2,818,225         434,580 11,965       3,240,840       2,818,225 

Due after 20 years      7,642,686         950,438 16,225       8,576,899       7,642,686 

Residential mortgage-backed         824,879           58,973 2,965          880,887          824,879 

Commercial mortgage-backed      1,968,225 41,351 4,160       2,005,416       1,968,225 

Other asset-backed      1,186,632 19,054 15,521       1,190,165       1,186,632 

Total debt securities  $43,842,522  $  2,550,694  $     105,251  $ 46,287,965  $ 43,842,502 
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With regard to certain loan-backed securities deemed to be high-risk, meaning the Company might not recover 

substantially all of its recorded investment, changes in investment yields due to changes in estimated future cash 

flows are accounted for on a prospective basis.  The book/adjusted carrying value of securities changing from the 
retrospective to the prospective methodology in 2017 and 2016 was $4.7 million and nil, respectively.     

Debt securities are classified into six NAIC quality categories.  These categories range from Class 1 (the highest) 

to Class 6 (the lowest).  Performing securities are designated Classes 1 - 5.  Securities in or near default are 

designated Class 6.  Securities designated as Class 3, 4, 5, and 6 are non-investment grade securities.  If a designation 

is not currently available from the NAIC, the Company’s investment advisor provides the designation.  At December 

31, 2017, the Company’s investment advisor provided the designation for debt securities with carrying values and 

estimated fair values of $381.2 million and $380.9 million, respectively. 

The NAIC approved guidance to adjust the ratings (NAIC 1 through NAIC 6) for CMBS, RMBS and certain asset-

backed securities.  For CMBS and RMBS, the guidance replaces nationally recognized statistical rating 

organizations (“NRSRO”) ratings with a two-step process based upon the book and/or carrying values of each 
security and prices derived from models developed by an independent third party contracted by the NAIC.  For 

certain asset-backed securities, the guidance replaces NRSRO ratings with a two-step process based upon the book 

and/or carrying values of each security and prices derived from generic models.  This method acknowledges that 

securities which have a lower comparative carrying value would have a lower risk of further loss and, therefore, a 

higher rating. 

The Company's debt securities by NAIC designation are as follows at December 31, 2017 (in thousands): 

The book/adjusted carrying value and fair value of debt securities in default that were anticipated to be income 

producing when purchased were $96 thousand and $96 thousand, respectively, at December 31, 2017 and $0.9 

million and $4.1 million, respectively, at December 31, 2016.  The book/adjusted carrying value and fair value of 

debt securities that were non-income producing for the 12 months preceding December 31, 2017 were $96 thousand 

and $96 thousand, respectively, and for the 12 months preceding December 31, 2016 were $5 thousand and $1.7 

million, respectively. 

Debt securities with a book/adjusted carrying value of $93.9 million and $117.9 million at December 31, 2017 and 

2016, respectively, were on deposit with regulatory authorities as required by law in various states in which business 

is conducted. 

At December 31, 2017 and 2016, debt securities with a book/adjusted carrying value of $1,683.5 million and 

$1,694.3 million, respectively, were held in trust pursuant to the 100% coinsurance transactions (“retro treaties”) 

with Swiss Re Life Capital Ltd (“Swiss Re”) discussed in Note 7. 

At December 31, 2017 and 2016, debt securities with a book/adjusted carrying value of $274.7 million and $264.3 

million, respectively, were held pursuant to the Squire Re II reinsurance treaty. 

At December 31, 2017 and 2016, debt securities with a book/adjusted carrying value of $845.1 million and $812.4 

million, respectively, were held in trust pursuant to the Jackson New York reinsurance treaty. 

Gross Gross Estimated Book/Adjusted

Quality category per Amortized Unrealized Unrealized Fair Carrying

     NAIC designation Cost Gains Losses Value Value

Class 1  $   24,097,427  $     1,611,982  $          54,623  $   25,654,786  $   24,097,427 

Class 2       18,343,944 886,124  37,447       19,192,621       18,343,944 

Class 3         1,034,203 38,044  9,530         1,062,717         1,034,203 

Class 4            348,760 13,711 3,588 358,883 348,760 

Class 5   18,068 671 43 18,696 18,068 

Class 6    120 162 20 262 100 

Total debt securities  $   43,842,522  $     2,550,694  $        105,251  $   46,287,965  $   43,842,502 
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Other-Than-Temporary Impairment 

The Company periodically reviews its debt securities and equities on a case-by-case basis to determine if any decline 

in fair value to below cost or amortized cost is other-than-temporary.  Factors considered in determining whether a 
decline is other-than-temporary include the length of time a security has been in an unrealized loss position, the 

severity of the unrealized loss and the reasons for the decline in value and expectations for the amount and timing 

of a recovery in fair value, and the Company’s intent and ability not to sell  a security prior to a recovery in fair 

value.   If  it  is  determined  that  a  decline  in  fair  value  of  an  investment  is  temporary,  an  impairment  loss  is  not  

recorded.  If the decline is considered to be other-than-temporary, a realized loss is recorded in the statement of 

operations.  The AVR is also charged for the realized loss, with an offsetting credit to surplus.   

Securities the Company determines are underperforming or potential problem securities are subject to regular 

review. To facilitate the review, securities with significant declines in value, or where other objective criteria 

evidencing credit deterioration have been met, are included on a watch list. Among the criteria for securities to be 

included on a watch list are: credit deterioration that has led to a significant decline in fair value of the security; a 

significant covenant related to the security has been breached; or an issuer has filed or indicated a possibility of 
filing for bankruptcy, has missed or announced it intends to miss a scheduled interest or principal payment, or has 

experienced a specific material adverse change that may impair its creditworthiness.  

In performing these reviews, the Company considers the relevant facts and circumstances relating to each 

investment and exercises considerable judgment in determining whether a security is other-than-temporarily 

impaired. Assessment factors include judgments about an obligor’s current and projected financial position, an 

issuer’s current and projected ability to service and repay its debt obligations, the existence of, and realizable value 

of, any collateral backing the obligations and the macro-economic and micro-economic outlooks for specific 

industries and issuers.  This assessment may also involve assumptions regarding underlying collateral such as 

prepayment rates, default and recovery rates, and third-party servicing capabilities. 

Among the specific factors considered are whether the decline in fair value results from a change in the credit quality 

of the security itself, or from a downward movement in the market as a whole, and the likelihood of recovering the 

carrying value based on the near-term prospects of the issuer.  Unrealized losses that are considered to be primarily 

the result of market conditions (e.g., minor increases in interest rates, temporary market illiquidity or volatility, or 

industry-related events) and where the Company also believes there exists a reasonable expectation for recovery in 

the near term are usually determined to be temporary.  To the extent that factors contributing to impairment losses 

recognized affect other investments, such investments are also reviewed for other-than-temporary impairment and 

losses are recorded when appropriate.  

In addition to the review procedures described above, investments in asset-backed securities where market prices 

are depressed are subject to a review of their future estimated cash flows, including expected and stress case 
scenarios, to identify potential shortfalls in contractual payments.  These estimated cash flows are developed using 

available performance indicators from the underlying assets including current and projected default or delinquency 

rates, levels of credit enhancement, current subordination levels, vintage, expected loss severity and other relevant 

characteristics.  These estimates reflect a combination of data derived by third parties and internally developed 

assumptions.  Where possible, this data is benchmarked against third-party sources.   

Even in the case of severely depressed market values on asset-backed securities, the Company places significant 

reliance on the results of its cash flow testing and its lack of an intent to sell these securities until their fair values 

recover when reaching other-than-temporary impairment conclusions with regard to these securities.  Other-than-

temporary impairment charges are recorded on asset-backed securities when the Company forecasts a contractual 

payment shortfall. 
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For mortgage-backed securities, credit impairment is assessed using a cash flow model that estimates the cash flows 

on the underlying mortgages, using the security-specific collateral characteristics and transaction structure.  The 

model estimates cash flows from the underlying mortgage loans and distributes those cash flows to various tranches 
of securities, considering the transaction structure and any subordination and credit enhancements existing in that 

structure.  The cash flow model incorporates actual cash flows on the mortgage-backed securities through the current 

period and then projects the remaining cash flows using a number of assumptions, including prepayment speeds, 

default rates and loss severity. 

Specifically for prime and Alt-A RMBS, the assumed default percentage is dependent on the severity of delinquency 

status, with foreclosures and real estate owned receiving higher rates, but also includes the currently performing 

loans.  As of December 31, 2017 and 2016, assumed default rates for delinquent loans ranged from 15% to 100%.  

At both December 31, 2017 and 2016, assumed loss severities were applied to generate and analyze cash flows of 

each bond and ranged from 25% to 70%. 

Management develops specific assumptions using available market data, including internal estimates and references 
to data published by rating agencies and other third-party sources.  These estimates are extrapolated along a default 

timing curve to estimate the total lifetime pool default rate. 

The Company currently intends to hold securities with unrealized losses not considered other-than-temporary until 

they mature or for sufficient time to recover the amortized cost.  However, if there are changes in the specific facts 

and circumstances surrounding a security, or the outlook for its industry sector, the Company may sell the security 

and realize a loss. 

There were no loan-backed securities with a recognized other-than-temporary impairment where the Company has 

either the intent to sell the securities or may be forced to sell the securities prior to a recovery in value as of the 

statement date. 

In 2017 and 2016, the Company recognized other-than-temporary impairments of $0.9 million and $15.3 million, 

respectively, related to loan-backed and structured securities.  See Note 17 for a table detailing securities with 

recognized other-than-temporary impairment charges during 2017, where the Company has (or had at the quarterly 

reporting date) the intent and ability to hold the securities for sufficient time to recover the amortized cost. 

The following table summarizes other-than-temporary impairment charges recorded for the years ended December 

31, 2017 and 2016 (in thousands): 

2017 2016

Residential mortgage-backed securities:

     Prime 347$                  455$                  

     Alt-A 390 1,049                 

     Subprime 135 538 

Industrial and miscellaneous 1,340                 40,874               

Asset-backed securities - 13,218               

Limited partnership interests 47,220               62,698               

Other 676 58 

     Total other-than-temporary impairment charges 50,108$             118,890$           
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Realized Gains and Losses on Investments 

Net realized gains and losses on investments are as follows (in thousands): 

2017 2016

Sales of bonds

    Gross gains  $           167,147  $           638,790 

    Gross losses             (196,305)             (180,051)

Sales of stocks

    Gross gains 9,750 9,694 

    Gross losses (25) (45)

Derivative instruments          (3,884,241)          (4,169,256)

Other assets (458) 822 

Other-than-temporary impairment losses               (50,108)             (118,890)

Net realized losses  $      (3,954,240) $      (3,818,936)

Net gains allocated to IMR  $           (36,223)  $           146,895 

Net losses allocated to AVR          (3,945,370)          (3,925,011)

Net losses unallocated                 27,353               (40,820)

Net realized losses  $      (3,954,240) $      (3,818,936)

Net losses allocated to AVR  $      (3,945,370)  $      (3,925,011)

Net losses unallocated                 27,353               (40,820)

Tax benefit            1,289,812            1,309,684 

Reported net realized losses  $      (2,628,205) $      (2,656,147)

Years Ended December 31,

Proceeds from the sale of bonds totaled $6.2 billion and $6.8 billion in 2017 and 2016, respectively. 

Loan-Backed and Structured Securities 

The Company has no significant concentrations as defined in SSAP No. 27, Disclosure of Information about 

Financial Instruments with Off-Balance-Sheet Risk, Financial Instruments with Concentrations of Credit Risk and 

Disclosures about Fair Value of Financial Instruments, arising from its investment in loan-backed securities. 

The following table summarizes loan-backed and structured securities in an unrealized loss position as of December 

31, 2017 (in thousands): 

Total <12 Months 12+ Months

Fair value 1,158,679$          794,274$             364,405$             

Unrealized loss 22,646$               4,757$  17,889$               

At December 31, 2017, the carrying value and fair value of all loan-backed and structured securities, regardless of 

whether the security was in an unrealized loss position, were $4.0 billion and $4.1 billion, respectively. 

Mortgage Loans on Commercial Real Estate 

At December 31, 2017, mortgage loans were collateralized by properties located in 41 states.  Jackson’s commercial 

mortgage loan portfolio does not include single-family residential mortgage loans, and is therefore not exposed to 

the risk of defaults associated with residential subprime mortgage loans.  The minimum and maximum lending rates 
for loans issued in 2017 were 3.0% and 8.8%, respectively.  The maximum percentage of any one loan to the value 

of the security at the time of the loan, exclusive of insured or guaranteed or purchase money mortgages, was 79.7%. 
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The following table provides a summary of the allowance for losses in the Company’s commercial mortgage loan 

portfolio at December 31, 2017 (in thousands): 

Allowance for loan losses: 2017

Balance at beginning of year -$                

Additions 766 

Recoveries - 

Net 766 

Provision for loan losses - 

Balance at end of year 766$               

There was no allowance for losses in Jackson’s commercial mortgage loan portfolio during 2016. 

The following table provides a summary of the allowance for losses in Jackson’s commercial mortgage loan 

portfolio (in thousands): 

Allowance 

for Loan 

Losses

Recorded 

Investment

Individually evaluated for impairment 766$            3,100$           

Collectively evaluated for impairment -              -                 

Total 766$            3,100$           

December 31, 2017

The Company did not have investments in impaired loans at December 31, 2016.  

As of December 31, 2017 and 2016, the Company’s commercial mortgage loan portfolio is current and accruing 

interest.  Delinquency status is determined from the date of the first missed contractual payment. 
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Under Jackson's policy for monitoring commercial mortgage loans, all impaired commercial mortgage loans are 

closely evaluated subsequent to impairment.  The table below summarizes the recorded investment, unpaid principal 

balance, related loan allowance, average recorded investment and investment income recognized on impaired loans 
(in thousands): 

Recorded 

Investment

Unpaid 

Principal 

Balance

Related 

Loan 

Allowance

Average 

Recorded 

Investment

Investment 

Income 

Recognized

December 31, 2017:

Impaired Loans with a Valuation 

Allowance

Retail 3,100$        3,866$       766$          2,097$        235$           

Warehouse -              -             -             -              -              

Total 3,100$        3,866$       766$          2,097$        235$           

Retail -$            -$           -$           -$            -$            

Warehouse -              -             -             1,623          75               

Total -$            -$           -$           1,623$        75$             

Total Impaired Loans

Retail 3,100$        3,866$       766$          2,097$        235$           

Warehouse -              -             -             1,623          75               

Total 3,100$        3,866$       766$          3,720$        310$           

Impaired Loans without a Valuation 

Allowance

During 2016, there were no impaired commercial mortgage loans. 
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The following tables provide information about the credit quality of commercial mortgage loans (in thousands): 

In Good 

Standing 
(1)

Restructured

Greater than 

90 Days 

Delinquent

In the 

Process of 

Foreclosure

Total 

Carrying 

Value

Apartment 2,863,787$     -$  -$               -$               2,863,787$     

Hotel 705,541          - - - 705,541          

Office 880,956          - - - 880,956          

Retail 1,612,106       - - - 1,612,106       

Warehouse 2,379,127       - - - 2,379,127       

Total 8,441,517$     -$  -$               -$               8,441,517$     

In Good 

Standing
 (2)

Restructured

Greater than 

90 Days 

Delinquent

In the 

Process of 

Foreclosure

Total 

Carrying 

Value

Apartment 2,431,863$     -$  -$               -$               2,431,863$     

Hotel 630,419          - - - 630,419          

Office 827,405          - - - 827,405          

Retail 1,280,961       - - - 1,280,961       

Warehouse 2,309,482       - - - 2,309,482       

Total 7,480,130$     -$  -$               -$               7,480,130$     

December 31, 2017

December 31, 2016

(1)   Includes mortgage loans which the Company is a participant or co-lender of $132.1 million, $36.8 

million, $14.7 million, and $49.2 million in the categories of apartment, hotel, retail and warehouse, 

respectively.

(2)   Includes mortgage loans which the Company is a participant or co-lender of $169.5 million, $15.5 

million, and $26.7 million in the categories of apartment, hotel, and retail, respectively.

During 2017 and 2016, there were no commercial mortgage loans involved in troubled debt restructuring. 

Limited Partnership and Limited Liability Interests 

The unaffiliated limited partnerships and limited liability companies in which the Company has an interest primarily 

invest in securities.  Income recognized by the Company on all limited partnerships and limited liability companies 

was $813.4 million and $853.2 million in 2017 and 2016, respectively.  In 2017 and 2016, $(17.6) million and 

$(25.4) million, respectively, of net unrealized gains (losses) were credited directly to surplus, including $607.7 

million and $660.1 million, respectively, of dividends and membership distributions from subsidiaries.  The 

Company recognized impairment writedowns of $47.2 million and $62.7 million on limited partnerships and limited 

liability companies during 2017 and 2016, respectively.  See Note 15 for more information on the Curian Capital, 
LLC and Curian Clearing, LLC impairments during 2017 and 2016. 
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Securities Lending 

The Company has entered into securities lending agreements with agent banks whereby blocks of securities are 

loaned to third parties, primarily major brokerage firms. At December 31, 2017 and 2016, the estimated fair value 
of loaned securities was $62.1 million and $105.5 million, respectively.  The agreements require a minimum of 102 

percent of the fair value of the loaned securities to be held as collateral, calculated on a daily basis.  To further 

minimize the credit risks related to these programs, the financial condition of the counterparties is monitored on a 

regular basis.  At December 31, 2017 and 2016, unrestricted cash collateral received in the amount of $64.2 million 

and $108.9 million, respectively, was included in other invested assets of the Company.  In 2017 and 2016, an 

offsetting liability for the overnight and continuous loan of $64.2 million and $108.9 million, respectively, is 

included in payable for securities lending in the accompanying statutory statements of admitted assets, liabilities, 

capital and surplus.  

Restricted Assets 

At December 31, 2017, the Company has the following assets pledged to others as collateral or otherwise restricted 

(in thousands): 

Repurchase agreements -$               495,254$        (495,254)$       -$               0.00% 0.00%

FHLB capital stock 125,392          125,392          -                  125,392          0.05% 0.05%

On deposit with state 93,880            117,910          (24,030)           93,880            0.04% 0.04%

Pledged as collateral to FHLB 4,021,892       3,629,074       392,818           4,021,892       1.76% 1.76%

Pledged as collateral for derivatives 1,096,109       1,312,782       (216,673)         1,096,109       0.48% 0.48%

Securities loaned for sec. lending agreements 62,102            98,775            (36,673)           62,102            0.03% 0.03%

Total restricted assets 5,399,375$     5,779,187$     (379,812)$       5,399,375$     2.36% 2.36%

PercentageGross Restricted

Restricted Asset Category

Total General 

Account

Total Prior 

Year

Increase/  

(Decrease)

Total Current 

Year 

Admitted 

Restricted

Gross  

Restricted to 

Total Assets

Admitted 

Restricted to 

Total 

Admitted 

The assignment of an NAIC 5* designation to a debt security occurs when the necessary documentation for a full 
credit analysis does not exist but the security is current on all contractual payments and the Company expects the 

security to make full payment of all contractual principal and interest.  At December 31, 2017, the Company’s 

investments in debt securities with an NAIC 5* designation is as follows (dollars in thousands): 

Current Prior Current Prior Current Prior 

Investment Year Year Year Year Year Year

Bonds 1 1 9,801$          9,844$          9,876$          9,800$          

LB&SS - 2 - 179 - 154

T otal 1 3 9,801$          10,023$        9,876$          9,954$          

Number of 5* Securities Aggregate BACV Aggregate Fair Value

Note 5 – Derivative Instruments 

The Company enters into financial derivative transactions, including, but not limited to, swaps, put-swaptions, 

futures and options to reduce and manage business risks.  These transactions manage the risk of a change in the 

value, yield, price, cash flows, credit quality or degree of exposure with respect to assets, liabilities or future cash 

flows, which the Company has acquired or incurred.   

Derivative instruments are held primarily for hedging purposes.  Derivative instruments afforded hedge accounting 

treatment are stated at either amortized cost or fair value and are accounted for in a manner consistent with the 

hedged items.  Derivative instruments not afforded hedge accounting treatment are stated at fair value.  Hedge 

accounting practices are supported by cash flow matching, duration matching and/or scenario testing. 
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Fair values for derivative instruments are based on quoted market prices, estimates received from independent 

pricing services, or valuation pricing models, and generally reflect the estimated amounts that the Company would 

receive or pay upon sale or termination of the contracts as of the reporting date.   

Cash requirements for derivative instrument activities are limited to settlements, payment commitments on swaps, 

margin requirements on cleared derivatives, and collateral posting requirements in accordance with derivatives’ 

counterparty agreements. 

The Company manages the potential credit exposure for over-the-counter derivative contracts through careful 

evaluation of the counterparty credit standing, collateral agreements, and master netting agreements.  The Company 

is exposed to credit-related losses in the event of non-performance by counterparties; however, it does not anticipate 

non-performance.  There were no charges incurred related to derivative counterparty non-performance during 2017 

or 2016. 

All of the Company’s significant over-the-counter financial derivative counterparty master agreements contain 
netting provisions allowing for the offset of contractual payments either due from or due to counterparties. To the 

extent that the net market value of aggregate contracts with individual counterparties exceeds established threshold 

amounts, collateral posting in favor of the exposed party is required. Collateral must be high quality liquid securities 

or cash as directed by the agreements. 

All of these master agreements also contain downgrade triggers that allow the party potentially harmed by the 

downgrade to, at its option, cause the related transactions to be unwound at market value or to be assigned to a 

different counterparty.  All of these triggers are set in the BBB range and refer to Jackson’s claims paying rating 

and the  counterparty’s  senior  debt  rating.   The  intent  of  the  triggers  is  to  provide  for  a  more  orderly  unwind of  

positions than might otherwise take place in the event of a bankruptcy.  During 2017 and 2016, no counterparties 

triggered an event. 

Interest rate swap agreements used for hedging purposes generally involve the exchange of fixed and floating 

payments based on a notional contract amount over the period for which the agreement remains outstanding, without 

an exchange of the underlying notional amount.   

With the permitted practice described in Note 2, interest rate swap agreements at December 31, 2017 and 2016 are 

included in derivatives reported at amortized cost.  Net amounts paid or received on interest rate swaps and interest 

accruals are included in investment income.  

Put-swaption contracts provide the purchaser with the right, but not the obligation, to require the writer to pay the 

present value of a long-term interest rate swap at future exercise dates.  The Company purchases and writes put-
swaptions for hedging purposes with original maturities of up to 10 years.  Put-swaptions hedge against movements 

in interest rates.  Written put-swaptions may be entered into in conjunction with associated put-swaptions purchased 

from the same counterparties (“linked put-swaptions”).  Linked put-swaptions have identical notional amounts and 

strike prices, but have different underlying swap terms.  Linked put-swaptions are presented at the fair value of the 

net position for each pair of contracts. 

Put-swaption contracts and put-swaption contracts written are included in the related assets and liabilities for 

derivatives at fair value.  Changes in fair value are recorded as unrealized capital gains or losses. 

Equity index futures contracts and equity index options (including various call and put options, interest rate-

contingent options, currency-contingent options, and put spreads) are used to hedge the Company’s overall net 

exposure to equities.  Treasury futures contracts are used to hedge movements in interest rates.  Treasury futures, 
equity index futures contracts and equity index options (including various call and put options) are recorded in 

derivatives at fair value.  Changes in fair value are recorded as unrealized capital gains or losses.  

Futures contracts are executed on regulated exchanges through brokers.  Carrying value is equal to the initial cash 

margin and is included in derivative assets.  Changes in variation margin are recorded as unrealized capital gains or 

losses. 
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Cross-currency swaps, which embody spot and forward currency swaps and, in some cases, interest rate and equity 

index swaps, are entered into for the purpose of hedging the Company issued foreign currency denominated GICs. 

Cross-currency swaps are included in derivatives at amortized cost.  Amounts paid or received are netted with 

amounts paid or received on the hedged foreign currency denominated GICs.  Changes in fair value are recorded as 

unrealized capital gains or losses. 

Credit default swaps, with maturities up to five years, are agreements where the Company has purchased default 

protection on certain underlying corporate bonds held in its portfolio.  These contracts allow the Company to sell 

the protected bonds at par value to the counterparty if a defined “default event” occurs, in exchange for periodic 

payments made by the Company for the life of the agreement.  Credit default swaps are carried at fair value and 

included in derivatives.  Changes in fair value are recorded as unrealized capital gains or losses.  The Company 

does not currently sell default protection using credit default swaps or other similar derivative instruments. 

The fair value of derivatives reflects the estimated amounts, net of payment accruals, which the Company would 
receive or pay upon sale or termination of the contracts at the reporting date.  With respect to swaps and put-

swaptions, the notional amount represents the stated principal balance used as a basis for calculating payments.  

With respect to futures and options, the contractual amount represents the market exposure of outstanding positions. 
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A summary of the aggregate contractual or notional amounts, carrying values and fair values for derivative 

instruments outstanding is as follows (in thousands):  

Contractual/ Contractual/ Net

Notional Carrying Fair Notional Carrying Fair Fair

Amount Value Value Amount Value Value Value

Cross-currency

swaps  $        616,154  $      14,738  $       15,081  $      -  $                -  $                -  $      15,081 

Equity index

call options       31,500,000     1,642,827      1,642,827    -  -  -     1,642,827 

Equity index

put options       23,750,000          97,061           97,062   -  -  -          97,062 

Put-swaptions         2,000,000 2 2  - - - 2 

Equity futures              11,599 - - - - - -   

Treasury futures 3,000 - - - - - -   

Interest rate

swaps       17,000,000 -         417,549  - - -        417,549 

Total  $   74,880,753  $ 1,754,628  $  2,172,521  $      -  $                -  $                -  $ 2,172,521 

December 31, 2017

Assets Liabilities

Contractual/ Contractual/ Net

Notional Carrying Fair Notional Carrying Fair Fair

Amount Value Value Amount Value Value Value

Cross-currency

swaps  $         332,297  $    (7,239) $       (6,885) $    -  $                -  $                -  $       (6,885)

Equity index

call options        25,500,000      306,692         306,692   -  -  -         306,692 

Equity index

put options        37,000,000        70,172           70,172        5,000,000        (25,782)        (25,782)          44,390 

Put-swaptions          2,000,000          1,984 1,984        2,250,000            5,533 5,533             7,517 

Equity futures               11,749 - - - - - -   

Treasury futures                3,000 

Interest rate    - - - - - -   

swaps        20,250,000         599,617         599,617 

Total  $    85,097,046  $  371,609  $     971,580  $    7,250,000  $    (20,249) $     (20,249) $     951,331 

December 31, 2016

Assets Liabilities

All of Jackson’s master swap agreements contain credit downgrade provisions that allow a party to assign or 

terminate derivative transactions if the counterparty’s credit rating declines below an established limit.  At December 

31, 2017 and 2016, the fair value of Jackson’s net derivative assets by counterparty were $2,172.5 million and 

$953.7 million, respectively, and held collateral was $2,574.8 million and $1,098.6 million, respectively, related to 

these  agreements.   At  December  31,  2017  and  2016,  the  fair  value  of  Jackson’s  net  derivative  liabilities  by

counterparty was nil and $2.4 million, respectively, and provided collateral was nil and $0.9 million, respectively, 

related to these agreements.  If all of the downgrade provisions had been triggered at December 31, 2017 or 2016, 

in aggregate, Jackson would have had to disburse $402.2 million and $146.4 million, respectively, to counterparties, 

representing the net fair values of derivatives by counterparty, less collateral held. 
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Note 6 - Investment Income 

The sources of net investment income by major category are as follows (in thousands): 

2017 2016

Debt securities  $         2,023,551  $         2,123,784 

Derivative instruments                246,220                294,366 

Limited partnership interests                205,759                193,071 

Mortgage loans on commercial real estate                308,923 293,611 

Policy loans                400,764 403,379 

Other investment income                607,728                693,893 

Total investment income             3,792,945             4,002,104 

Less investment expenses 61,690 61,805 

Less interest expenses 38,439 37,305 

Net investment income  $         3,692,816  $         3,902,994 

Years Ended December 31,

During 2017, the Company sold, redeemed, or otherwise disposed of 66 securities due to the exercise of a callable 

feature, generating investment income of $48.7 million as a result of the associated prepayment penalty and/or 
acceleration fee. 

Note 7 - Reinsurance 

The Company assumes and cedes reinsurance from and to other insurance companies in order to limit losses from 

large exposures.  However, if the reinsurer is unable to meet its obligations, the originating issuer of the coverage 

retains the liability.  The Company reinsures certain of its risks to other reinsurers under a yearly renewable term, 

coinsurance or modified coinsurance basis.  The Company regularly monitors the financial strength rating of its 

reinsurers. 

As  discussed  in  Note  2,  the  Company  assumes  90%  of  the  risk  associated  with  the  variable  annuities  from  its  
subsidiary, Jackson New York, on a coinsurance/modified coinsurance basis.  Premiums assumed from Jackson 

New York were $1,212.0 million and $1,240.5 million in 2017 and 2016, respectively.  At December 31, 2017 and 

2016, the liability for the reserves assumed from Jackson New York totaled $1,088.0 million and $1,137.4 million, 

respectively.    

In 2016, as discussed in Note 2, the Company executed a reserve financing transaction with Squire Re II.  At 

December 31, 2017 and 2016, the Company ceded $602.8 million and $623.3 million, respectively, of level 

premium term reserves under a funds withheld 100% coinsurance treaty.  The Company holds certain assets, 

primarily fixed maturities, as collateral.  This collateral is reported as funds held under coinsurance on the statements 

of admitted assets, liabilities, capital and surplus.  The income and realized gains on these assets are reported in 

income and with a corresponding offset reported in interest on funds withheld treaties, with no impact on net income.   

The Company has also acquired certain lines of business that are wholly ceded to non-affiliates.  These include 

direct and assumed accident and health business, direct and assumed life insurance business, and certain institutional 

annuities. 

The Company has three retro treaties with Swiss Re.  Pursuant to these retro treaties, the Company ceded to Swiss 

Re on a 100% coinsurance basis, subject to pre-existing reinsurance with other parties, certain blocks of business.  

These blocks of business include disability income and accident and health business, a mix of life and annuity 

insurance business, and corporate owned life insurance business. 
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Pursuant to the retro treaties, the Company holds certain assets, primarily policy loans and fixed maturities, as 

collateral.  This collateral is reported as funds held under reinsurance treaties with unauthorized reinsurers on the 

statements of admitted assets, liabilities, capital and surplus.  The income and realized gains on these assets are 
reported in income with a corresponding offset reported in interest on funds withheld treaties, with no impact on net 

income.     

The effect of reinsurance on premiums and benefits was as follows (in thousands): 

2017 2016

Direct premiums and annuity considerations  $     18,136,061  $     18,340,241 

Reinsurance assumed           1,372,943           1,410,689 

Reinsurance ceded            (504,458)         (1,119,558)

Total premiums and annuity considerations  $     19,004,546  $     18,631,372 

Direct benefits to policyholders and beneficiaries  $     18,263,884  $     14,711,627 

Reinsurance assumed              546,842              461,321 

Reinsurance ceded            (862,366)            (854,840)

Total benefits to policyholders and beneficiaries  $     17,948,360     $     14,318,108 

Years Ended December 31,

Policy reserves and liabilities are stated net of reinsurance ceded to other companies.  At December 31, 2017 and 

2016, reserves ceded were $7.7 billion and $7.8 billion, respectively, which included reserves ceded to Brooke Life 

of $32.8 million and $32.2 million, respectively, and also included reserves ceded to Squire Re II of $602.8 million 

and $623.3 million, respectively.  

Note 8 - Federal Income Taxes 

Enactment of the Tax Cuts and Jobs Act on December 22, 2017 had two significant impacts on year-end 2017 
deferred tax balances.  First,  the new tax law changed the corporate tax rate from 35% to 21%.  Under statutory 

accounting principles, this enactment required the Company to revalue its gross deferred tax assets and liabilities to 

the new rate, which reduced net gross deferred tax assets by $797.4 million.  Second, the new tax law eliminated 

the ability to carry back ordinary tax losses to the previous three years.  This had a direct impact on the Company’s 

ability to admit deferred taxes under SSAP101 ¶ 11(a) and reduced net admitted deferred tax assets by $803.5 

million.  Because the Company’s net admitted deferred tax assets are currently limited to carry back plus 15% of 

surplus, the total impact on net admitted deferred tax assets was a reduction of $803.5 million. 

The Company is subject to federal income taxation as a life insurance company and files a consolidated federal 

income tax return with Brooke Life, Jackson New York and Squire Re II.  The Company has entered into written 

tax sharing agreements that are generally based on separate return calculations.  Intercompany balances are settled 

on a quarterly basis.     

In 2017 and 2016, a tax expense of $0.8 million and $0.2 million, respectively, were recognized by the Company 

in accordance with the tax sharing agreement with Brooke Life.     

The Company is generally no longer subject to U.S. federal, state, and local income tax examinations by tax 

authorities for years prior to 2012. 
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Net Deferred Tax Asset 

The components of the net DTA at December 31 are as follows (in thousands): 

Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total

Total gross DTA 1,595,809$          7,525$           1,603,334$          2,730,480$       36,661$         2,767,141$       (1,134,671)$       (29,136)$        (1,163,807)$       

Statutory valuation allowance - -                 - -                     -                 -                     -                      -                 -                      

Adjusted gross DTA 1,595,809             7,525              1,603,334             2,730,480          36,661            2,767,141          (1,134,671)         (29,136)          (1,163,807)         

DTA nonadmitted 678,706                -                 678,706                419,596             -                 419,596             259,110              - 259,110              

Subtotal net admitted DTA 917,103                7,525              924,628                2,310,884          36,661            2,347,545          (1,393,781)         (29,136)          (1,422,917)         

Deferred tax liabilities (364,047)              (54,978)          (419,025)              (652,295)           (80,385)          (732,680)           288,248              25,407           313,655              

Net admitted DTA 553,056$              (47,453)$        505,603$              1,658,589$        (43,724)$        1,614,865$        (1,105,533)$       (3,729)$          (1,109,262)$       

December 31, 2017 December 31, 2016 Change

Admission calculation components for SSAP No. 101 are as follows (in thousands): 

Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total

(a) Federal income taxes

   Paid in prior years

   recoverable through

   loss carrybacks -$                   -$              -$                   1,435,942$        705$            1,436,647$        (1,435,942)$      (705)$            (1,436,647)$        

(b) Adjusted gross DTA

   Expected to be realized

   after application of the

   threshold limitation

   (Lesser of (b)1 or

    (b)2 below) 505,603             -                505,603             178,175             43                178,218             327,428 (43) 327,385

1. Adjusted gross DTA

    Expected to be realized 

    following the balance

    sheet date 968,252             178,218             790,034

2. Adjusted gross DTA

    Allowed per limitation

    threshold 505,603             495,653             9,950

(c) Adjusted gross DTA

   (Excluding the amount of 

    DTA from (a) and (b) 

    above) offset by

    gross DTL 411,500             7,525            419,025             696,767             35,913         732,680             (285,267) (28,388) (313,655)

(d) DTA admitted as the

result of application of

SSAP No. 101 917,103$           7,525$          924,628$           2,310,884$        36,661$       2,347,545$        (1,393,781)$      (29,136)$       (1,422,917)$        

December 31, 2016December 31, 2017 Change

2017 2016

Ratio Percentage Used to Determine Recovery

Period and Threshold Limitation Amount 708.0% 709.5%

Amount of Adjusted Capital and Surplus Used to

Determine Recovery Period and Threshold

Limitation Amount (in thousands) 3,370,689$             3,879,229$             
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The impact of tax planning strategies was as follows (in thousands): 

Ordinary Capital Ordinary Capital Ordinary Capital

Determination of Adjusted

Gross DT A and Net Admitted DT A, by

Tax Character as a Percentage

1. Adjusted gross DT As 1,595,809$    7,525$         2,730,480$    36,661$       (1,134,671)$    (29,136)$    

2. Percentage of adjusted gross DTAs by

T ax character at tributable to the impact

of tax planning strategies 0% 0% 0% 0% 0% 0%

3. Net admitted adjusted gross DT As 917,103$       7,525$         2,310,884$    36,661$       (1,393,781)$    (29,136)$    

4. Percentage of net admitted adjusted

gross DT As by tax character admit ted

because of the impact of tax planning

strategies 0% 0% 0% 0% 0% 0%

The Company's tax planning strategies do not include the use of reinsurance.

December 31, 2017 December 31, 2016 Change
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The main components of the deferred tax assets and liabilities are as follows (in thousands): 

2017 2016 Change

Deferred tax assets resulting from book/tax differences in:

Ordinary:

Deferred acquisition costs 213,767$              384,600$              (170,833)$        

Insurance reserves 194,826               536,331               (341,505)          

Investments 1,031,836            1,560,085            (528,249)          

Deferred compensation 75,304                 133,002               (57,698)            

Deferred and uncollected premium 2,583 4,693 (2,110)              

Net operating loss carryforward 46,204                 74,381                 (28,177)            

Other 31,289                 37,388                 (6,099)              

Total ordinary gross & adjusted

     gross deferred tax assets 1,595,809             2,730,480             (1,134,671)       

Deferred tax assets nonadmitted (678,706)              (419,596)              (259,110)          

Admitted ordinary gross deferred

     tax assets per NAIC SAP 917,103                2,310,884             (1,393,781)       

Capital:

Investments 7,032 35,938                 (28,906)            

Unrealized capital losses 493 723 (230)                 

Total capital gross & adjusted

     gross deferred tax assets 7,525 36,661                  (29,136)            

Deferred tax assets nonadmitted - - - 

Admitted capital gross deferred

     tax assets per NAIC SAP 7,525 36,661                  (29,136)            

Total admitted deferred tax assets 924,628$              2,347,545$           (1,422,917)$     

Deferred tax liabilities resulting from book/tax differences in:

Ordinary:

Investments 271,164$              527,343$              (256,179)$        

Fixed assets 3,505 8,537 (5,032)              

Insurance reserves 73,939                  88,886                  (14,947)            

Due and deferred premium 15,333                  27,473                  (12,140)            

Other 106 56 50 

Total ordinary deferred tax liabilities 364,047                652,295                (288,248)          

Total capital deferred tax liabilities 54,978                  80,385                  (25,407)            

Total deferred tax liabilities 419,025                732,680                (313,655)          

Total net admitted deferred tax asset 505,603$              1,614,865$           (1,109,262)$     
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The change in the net deferred income taxes is comprised of the following (this analysis is exclusive of the non-

admitted DTAs as the Change in Non-admitted Assets is reported separately from the Change in Net Deferred 

Income Taxes in the Statutory Statements of Capital and Surplus) (in thousands): 

2017 2016 Change

Total deferred tax assets 1,603,334$        2,767,141$        (1,163,807)$        

Total deferred tax liabilities (419,025)           (732,680)           313,655              

Net deferred tax assets/liabilities 1,184,309         2,034,461         (850,152)            

Statutory valuation allowance adjustment - - -

Net DTA after statutory valuation allowance adjustment 1,184,309          2,034,461          (850,152)            

Tax effect of unrealized gains (losses) 118,400            21,618              96,782                

Change in net deferred income tax 1,302,709$        2,056,079$        (753,370)$           

There are no temporary differences for which deferred tax liabilities have not been recognized. Accordingly, there 

are no events that would cause unrecognized temporary differences to become taxable.  There are no unrecognized 
deferred tax liabilities in foreign subsidiaries and foreign corporate joint ventures that are permanent in duration. 

Taxes Incurred 

Current income taxes incurred consist of the following major components (in thousands): 

2017 2016 Change

Federal taxes from operations 1,052,920$      1,932,643$      (879,723)$     

Federal tax benefit on capital losses (1,280,152)      (1,256,706)      (23,446)         

Utilization of operating loss carry forwards - (4,198)             4,198            

Other (1,033)             56,915            (57,948)         

Total federal current taxes incurred (228,265)$       728,654$         (956,919)$     

Federal taxes incurred are reflected in the accompanying statements as follows (in thousands): 

2017 2016

Federal taxes incurred 1,048,078$       1,960,492$       

Capital gains tax transferred to AVR (1,289,812)       (1,309,685)       

Taxes transferred to IMR 13,530              78,126              

Taxes on liability gains released from the IMR (61) (279)                 

Total federal current taxes incurred (228,265) $       728,654 $         
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A reconciliation of the more significant book to tax differences and the related tax effects (at a 35% statutory rate) 

is as follows (in thousands): 

Amount Tax Effect Amount Tax Effect

Income before taxes (84,277)$        (29,497)$        233,864$       81,852$         

Brooke Life expense 417                146                3,089             1,081             

Dividends received deduction (1,407,095)     (492,483)        (1,498,174)     (524,361)        

Interest maintenance reserve (78,794)          (27,578)          (168,694)        (59,043)          

Limited liability companies impact 593,493         207,723         527,178         184,512         

Amortization of value of business

acquired and goodwill 49,128           17,195           49,128           17,195           

Tax credits (25,814)          (9,035)            (81,005)          (28,352)          

Gain on reinsurance of inforce (42,547)          (14,891)          365,294         127,853         

Impact of tax law rate change 2,490,286      871,600         -                 -                 

Other 5,502             1,926             9,258             3,240             

Taxable income and current tax

on operations 1,500,299$    525,105$       (560,062)$      (196,022)$      

Federal and foreign taxes incurred 1,048,078$    1,960,492$    

Tax on capital losses (1,276,343)     (1,231,838)     

Change in net deferred taxes 753,370         (924,676)        

Total statutory taxes 525,105$       (196,022)$      

Years Ended December 31,

2017 2016

At December 31, 2017, the Company had a federal income tax ordinary loss carryforward of $220.0 million, which 

begins to expire in 2026, and an alternative minimum tax credit carryover of $17.8 million, attributable to the 

Company’s acquisition of REALIC. 

Losses from operations may be carried back three taxable years to recoup prior income taxes incurred.  The 

Company has no deposits under Internal Revenue Code Section 6603. 

The Company does not believe that it is reasonably possible that the liability related to any federal or foreign tax 

loss contingencies will significantly increase within the next 12 months. 

Note 9 - Capital, Surplus and Dividend Restrictions 

Under Michigan insurance law, while Jackson must provide notification to the Michigan commissioner of insurance 

prior to payment of any dividend, ordinary dividends on capital stock may only be distributed out of earned surplus, 

excluding any unrealized capital gains and the effect of permitted practices (referred to as adjusted earned surplus).  

At December 31, 2017, the Company had no adjusted earned surplus available for dividends.  Ordinary dividends 

in any twelve month period are also limited to the greater of 10% of statutory surplus as of the preceding year-end, 

excluding any increase arising from the application of permitted practices, or the statutory net income, excluding 

any net realized investment gains, for the twelve month period ended on the preceding December 31.  The 
commissioner may approve payment of dividends in excess of these amounts, which would be deemed an 

extraordinary dividend.  The maximum dividend that can be paid to Brooke Life in 2018, subject to the availability 

of earned surplus, without prior approval of the commissioner is approximately $366.7 million. 

The Company received no capital contributions during 2017 or 2016. 

During 2017 and 2016, the Company made dividend payments to Brooke Life of $600.0 million, of which $229.9 

million was extraordinary, and $550.0 million, of which $450.0 million was extraordinary, respectively.   
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The NAIC has developed certain RBC requirements for life insurance companies.  Under those requirements, 

compliance is determined by a ratio of a company’s total adjusted capital (“TAC”), calculated in a manner 

prescribed by the NAIC, to its authorized control level RBC (“ACL RBC”), calculated in a manner prescribed by 
the NAIC.  Companies below specific trigger points or ratios are classified within certain levels, each of which 

requires specified corrective action.  The minimum level of TAC before corrective action commences is twice ACL 

RBC (“company action level RBC”).  At December 31, 2017 and 2016, the Company’s TAC was more than 400% 

of the company action level RBC. 

Note 10 - Debt 

Surplus Notes 

On March 15, 1997, the Company issued 8.15% surplus notes in the principal amount of $250.0 million due March 

15, 2027.  These surplus notes were issued pursuant to Rule 144A under the Securities Act of 1933, and are 

unsecured and subordinated to all present and future indebtedness, policy claims and other creditor claims and may 

not be redeemed at the option of the Company or any holder prior to maturity.   

Under Michigan insurance law, the surplus notes are not part of the legal liabilities of the Company and are 

considered capital and surplus for statutory reporting purposes.  Payments of interest or principal may only be made 

with the prior approval of the commissioner of insurance of the state of Michigan and only out of surplus earnings 

which the commissioner determines to be available for such payments under Michigan insurance law.  Payments of 

interest on surplus notes are considered to be dividends for purposes of calculating whether a dividend is ordinary 

or extraordinary. 

Interest is payable semi-annually on March 15 and September 15 of each year.  Interest paid on surplus notes was 

$20.4 million in both 2017 and 2016. 

Federal Home Loan Bank Loans 

The Company received loans of $50.0 million from the FHLBI under its community investment program in both 

2015 and 2014, which amortize on a straight line basis over the loan term.  The weighted average interest rate on 

these loans was 0.94% in 2017 and 0.45% in 2016. The outstanding balance on these loans was $87.4 million and 

$92.5 million at December 31, 2017 and 2016, respectively.  During 2017 and 2016, interest expense for these loans 

totaled $805 thousand and $405 thousand, respectively.  At December 31, 2017, the loans were collateralized by 

mortgage-related securities and commercial mortgage loans with a carrying value of $134.2 million.  

Federal Home Loan Bank Advances 

The Company entered into a short-term advance program with the FHLBI in which interest rates were either fixed 

or variable based on the FHLBI cost of funds or market rates.  Advances averaged $351.0 million during 2017, with 

a weighted average interest rate of 0.98%.  At December 31, 2017, advances of $600.1 million were outstanding 

and were recorded in other liabilities.  At December 31, 2016, advances of $500.1 million were outstanding and 

were recorded in other liabilities.  The Company paid interest of $3.4 million and $594 thousand on such advances 

in 2017 and 2016, respectively.  The largest outstanding balance at any month end during 2017 was $750 million.  

At December 31, 2017, advances were collateralized by mortgage related securities and commercial mortgage loans 
with a carrying value of $920.8 million.  
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Repurchase Agreements 

The Company routinely enters into bilateral repurchase agreements whereby the Company agrees to sell and 

repurchase securities as a means of managing liquidity needs.  These agreements are accounted for as financing 
transactions, with the assets and associated liabilities included in the balance sheet.  Short-term borrowings under 

such agreements averaged $474.3 million and $278.4 million during 2017 and 2016, respectively, with weighted 

average interest rates of 0.90% in 2017 and 0.43% in 2016.  At December 31, 2017, there were no outstanding 

repurchase agreements.  At December 31, 2016, the outstanding repurchase agreement balance was $411.9 million 

with two counterparties, collateralized with U.S. Treasury notes with a fair value of $426.2 million, and maturing 

within 2 weeks.  In the event of a decline in the fair value of the pledged collateral under these agreements, the 

Company may be required to transfer cash or additional securities as pledged collateral. Interest paid totaled $4.3 

million and $1.1 million in 2017 and 2016, respectively.  The highest level of short-term borrowings at any month 

end was $804.9 million in 2017 and $857.7 million in 2016.  

Note 11 - Life and Annuity Reserves 

The Company waives deductions of deferred fractional premiums upon death of the insured and returns premiums 

paid and due beyond the date of death.  A reserve is held where a surrender value is promised in excess of the 

minimum required basic reserves.   

At December 31, 2017 and 2016, 83% and 82%, respectively, of annuity reserves and deposit liabilities were subject 

to surrender charges of at least 5% or at market value in the event of discretionary withdrawal by policyholders. 

For policies issued on substandard lives, either the gross premiums are calculated on a rated age basis, or an extra 

premium is charged in addition to the standard premium at the true issue age.  Mean reserves are calculated as the 

regular mean reserve for the plan at the rated age, the regular mean reserve for the plan at the true issue age plus 

one-half of the extra premium charged, or a substandard reserve based on the appropriate multiple of the standard. 

The Company had insurance in force, for which the gross premiums are less than the net premiums of approximately 

$16.2 billion and $19.8 billion, at December 31, 2017 and 2016, respectively, according to the valuation standard 

set by the state of Michigan. 

The Company’s incurred but not reported claim provision is based on the Company’s historical experience. The 

provision was $93.2 million and $91.7 million at December 31, 2017 and 2016, respectively. 

The Company issues variable annuity and life contracts through its separate accounts for which investment income 

and investment gains and losses accrue directly to, and investment risk is borne by, the contract holder (traditional 

variable annuities and life).  The Company also issues variable annuity contracts through separate accounts where 
the Company contractually guarantees to the contract holder (variable contracts with guarantees) either a) return of 

no less than total deposits made to the contract adjusted for any partial withdrawals, b) total deposits made to the 

contract adjusted for any partial withdrawals plus a minimum return, or c) the highest contract value on a specified 

anniversary date adjusted for any withdrawals following the contract anniversary.  These guarantees include benefits 

that are payable in the event of death (guaranteed minimum death benefit (“GMDB”)), at annuitization (guaranteed 

minimum income benefit (“GMIB”)), upon depletion of funds (guaranteed minimum withdrawal benefits 

(“GMWB”)) or at the end of a specified period (guaranteed minimum accumulated benefit (“GMAB”)). 
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The Company provided variable annuity contracts with guarantees, for which the net amount at risk is defined as 

the amount of guaranteed benefit in excess of current account value, as follows (dollars in millions and before 

reinsurance assumed or ceded): 
Weighted

Separate Net General Average

Minimum Account Amount Account Attained

December 31, 2017 Return Value at Risk Reserve Age

Return of net deposits plus a minimum return

GMDB 0-6% 127,657.3$     2,194.8$    66.1

GMWB - premium only 0% 2,667.7           25.6           

GMWB - for life 0-5% * 297.7              17.6           

GMAB - premium only 0% 51.3                -             

Total -$            

Highest specified anniversary account value

minus withdrawals post-anniversary

GMDB 10,402.6         105.1         66.7

GMWB - highest anniversary only 3,097.7           64.6           

GMWB - for life 861.6              61.1           

Total -              

Combination net deposits plus minimum

return, highest specified anniversary account

value minus withdrawals post-anniversary

GMDB 0-6% 7,703.2           576.2         69.0

GMIB 0-6% 1,913.8           564.2         

GMWB - for life 0-8% * 117,700.6       5,578.6      

Total -              

* Ranges shown based on simple interest.  The upper limits of 5% or 8% simple interest are approximately equal to

4.1% and 6%, respectively, on a compound interest basis over a typical 10-year bonus period.
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Weighted

Separate Net General Average

Minimum Account Amount Account Attained

December 31, 2016 Return Value at Risk Reserve Age

Return of net deposits plus a minimum return

GMDB 0-6% 108,628.5$  2,978.0$     65.7 years

GMWB - premium only 0% 2,531.0         45.4             

GMWB - for life 0-5% * 296.1            26.7             

GMAB - premium only 0% 53.9              0.1               

Total 319.4$        

Highest specified anniversary account value

minus withdrawals post-anniversary

GMDB 9,258.2         375.4          66.1 years

GMWB - highest anniversary only 2,864.6         146.6          

GMWB - for life 879.6            98.3             

Total 8.1               

Combination net deposits plus minimum

return, highest specified anniversary account

value minus withdrawals post-anniversary

GMDB 0-6% 6,560.2         864.1          68.7 years

GMIB 0-6% 1,875.3         703.2          

GMWB - for life 0-8% * 98,598.9      10,760.3     

Total 5.3               

* Ranges shown based on simple interest.  The upper limits of 5% or 8% simple interest are approximately equal to 4.1%

and 6%, respectively, on a compound interest basis over a typical 10-year bonus period.

Amounts shown as GMWB above include a ‘not-for-life’ component up to the point at which the guaranteed 

withdrawal benefit is exhausted, after which benefits paid are considered to be ‘for-life’ benefits.  For this table, the 

net amount at risk of the ‘not-for-life’ component is the undiscounted excess of the guaranteed withdrawal benefit 

over the account value, and the ‘for-life’ component is the estimated value of additional life contingent benefits paid 

after the guaranteed withdrawal benefit is exhausted. 

The average period until expected annuitization for the GMIB is 0.4 years and 0.5 years, respectively as of December 

31, 2017 and 2016.  GMIB benefits are reinsured, subject to aggregate annual claim limits.  Deductibles also apply 

on reinsurance of GMIB business issued since March 1, 2005.  Reinsurance credits of nil and $10.2 million were 

taken in 2017 and 2016, respectively.  Due to the inability to economically reinsure or hedge new issues of the 

GMIB, the Company discontinued offering the benefit in 2009. 

Account balances of contracts with guarantees were invested in variable separate accounts as follows (in millions): 

Fund type: 2017 2016

Equity $ 102,170   $ 84,886     

Bond 17,687     17,429     

Balanced 25,177     20,166     

Money market 873          1,177       

Total $ 145,907   $ 123,658   

December 31,
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Reserves for variable annuities and associated guarantees are calculated using Actuarial Guideline 43.  Required 

direct reserves and net amounts at risk associated with guaranteed benefits were nil and $9.2 billion, respectively, 

at December 31, 2017 and $332.9 million and $16.0 billion, respectively, at December 31, 2016. 

Analysis of annuity reserves and deposit liabilities by withdrawal characteristics is as follows (in thousands): 

Guaranteed Nonguaranteed

General Separate Separate

Account Account Account Total

Subject to discretionary withdrawal:

With market value adjustment  $     3,528,881  $              6,320  $ -  $      3,535,201 

At book value without market value 

        adjustment and with current

        surrender charge of 5% or more         8,955,432 - -          8,955,432 

At fair value    -  -      159,260,578      159,260,578 

At book value without market value

        adjustment and with current

        surrender charge less than 5%       23,210,715 -  -        23,210,715 

Total subject to discretionary withdrawal       35,695,028 6,320      159,260,578      194,961,926 

Not subject to discretionary withdrawal       11,038,614 -               85,606        11,124,220 

Total gross       46,733,642  6,320      159,346,184      206,086,146 

Reinsurance ceded            300,621 - -             300,621 

Total, net of reinsurance  $   46,433,021  $              6,320  $  159,346,184  $  205,785,525 

December 31, 2017

Guaranteed Nonguaranteed

General Separate Separate

Account Account Account Total

Subject to discretionary withdrawal:

With market value adjustment $3,931,041 $6,956  $ -  $      3,937,997 

At book value without market value

        adjustment and with current

        surrender charge of 5% or more       10,542,806 -  -        10,542,806 

At fair value - -      133,495,767      133,495,767 

At book value without market value

        adjustment and with current

        surrender charge less than 5%       22,972,153 - -        22,972,153 

Total subject to discretionary withdrawal       37,446,000 6,956      133,495,767      170,948,723 

Not subject to discretionary withdrawal         9,175,186 -               58,192          9,233,378 

Total gross       46,621,186 6,956      133,553,959      180,182,101 

Reinsurance ceded            308,075 - -             308,075 

Total, net of reinsurance  $   46,313,111  $              6,956  $  133,553,959  $  179,874,026 

December 31, 2016

Universal Life Insurance Secondary Guarantees 

The Company previously issued universal life contracts with secondary guarantees, also called “no-lapse” 

guarantees.  No-lapse guarantees are offered in the form of minimum premium guarantees or no-lapse account 
values.  Reserves are calculated according to the Standard Valuation Law, Universal Life Insurance Model 

Regulation, Valuation of Life Insurance Policies Model Regulation, and Actuarial Guideline 38.  Reserve balances 

were $930.8 million and $909.2 million at December 31, 2017 and 2016, respectively. 
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Reserves for variable universal life contracts are calculated according to the Standard Valuation Law, Universal 

Life Insurance Model Regulation, Variable Life Insurance Model Regulation and Actuarial Guideline 37.  Reserve 

balances were $111.0 million and $100.4 million at December 31, 2017 and 2016, respectively. 

At both December 31, 2017 and 2016, approximately 88% of the Company’s fixed interest rate annuity account 

values correspond to crediting rates that are at the minimum guaranteed interest rates.  The following tables show 

the distribution of the fixed interest rate annuities’ account values within the presented ranges of minimum 

guaranteed interest rates at December 31 (in millions): 

Fixed Fixed Index Variable Total

1.0% 3,133.2$         1,892.9$         3,867.2$          8,893.3$       

>1.0% - 2.0% 957.4              6,969.5           1,604.6            9,531.5         

>2.0% - 3.0% 7,750.2           3,076.8           1,321.4            12,148.4       

>3.0% - 4.0% 1,720.8           - - 1,720.8         

>4.0% - 5.0% 2,359.5           - - 2,359.5         

>5.0% - 5.5% 297.8              - - 297.8            

Total 16,218.9$       11,939.2$       6,793.2$          34,951.3$     

Fixed Fixed Index Variable Total

1.0% 2,890.4$         1,912.8$         4,353.2$          9,156.4$       

>1.0% - 2.0% 1,055.6           7,011.2           2,227.2            10,294.0       

>2.0% - 3.0% 8,297.6           3,279.5           1,165.6            12,742.7       

>3.0% - 4.0% 1,799.7           - - 1,799.7         

>4.0% - 5.0% 2,414.6           - - 2,414.6         

>5.0% - 5.5% 304.7              - - 304.7            

Total 16,762.6$       12,203.5$       7,746.0$          36,712.1$     

Minimum Guaranteed Interest 

Rate

Minimum Guaranteed Interest 

Rate

2017

Account Value

2016

Account Value
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Note 12 – Separate Accounts 

Reserves of the non-guaranteed separate accounts are subject to discretionary withdrawal at fair value.  Reserves 
for minimum guaranteed death benefits on variable life and annuity contracts, as well as minimum guaranteed living 

benefits on variable annuity contracts, are held in the general account.  All assets of the separate accounts are carried 

at fair value.  Premiums, considerations or deposits totaled $13.7 billion and $12.8 billion for 2017 and 2016, 

respectively.  Reserves in the separate accounts totaled $159.4 billion and $133.6 billion at December 31, 2017 and 

2016, respectively.  

A reconciliation of net transfers to separate accounts for the years ended December 31, 2017 and 2016 is as follows 

(in thousands): 

2017 2016

Transfers as reported in the Summary of Operations of the Separate 

Accounts Statement:

Transfers to separate accounts  $     16,361,212  $     14,401,966 

Transfers from separate accounts         10,207,029           7,610,059 

Net transfers to separate accounts           6,154,183           6,791,907 

Reconciling adjustments:

Benefit (guaranteed minimum income/withdrawal) and other fees         (1,289,298)        (1,656,189)

Other              416,530              229,394 

Transfers as reported in the accompanying Statements of Operations  $       5,281,415  $       5,365,112 

The difference between the CARVM reserve and the fair value of assets is recognized as an expense allowance in 

the general account.  The total CARVM allowance reduced the general account liability by $5.8 billion at both 

December 31, 2017 and 2016. 
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Note 13 - Employee Retirement Plans 

The Company has a defined contribution retirement plan covering substantially all employees.  To be eligible to 
participate in the Company’s contribution, an employee must have attained the age of 21, completed at least 1,000 

hours of service in a 12-month period and passed their 12-month employment anniversary.  In addition, the 

employee must be employed on the applicable January 1 or July 1 entry date.  The Company's annual contributions, 

as declared by the board of directors, are based on a percentage of eligible compensation paid to participating 

employees during the year.  In addition, the Company matches a participant’s elective contribution, up to 6 percent 

of eligible compensation, to the plan during the year.  The Company’s expense related to this plan was $27.9 million 

and $24.3 million in 2017 and 2016, respectively. 

The Company maintains non-qualified voluntary deferred compensation plans for certain agents and employees of 

Jackson and certain affiliates.  At December 31, 2017 and 2016, the liability for such plans totaled $329.6 million 

and $591.9 million, respectively.  The Company’s expense related to these plans, including a match of elective 

deferrals for the agents’ deferred compensation plan and the change in value of participant elected deferrals, was 
$41.5 million and $37.4 million in 2017 and 2016, respectively.     

Note 14 – Other Related Party Transactions 

The Company’s investment portfolio is managed by PPM America, Inc. (“PPMA”), a registered investment advisor, 

and PPM Finance, Inc. (collectively “PPM”).  PPM is ultimately a wholly owned subsidiary of Prudential.   The 

Company paid $44.4 million and $45.7 million to PPM for investment advisory services in 2017 and 2016, 

respectively. 

The Company has entered into shared services and administrative agreements with certain affiliates.  Under the 

agreements, Jackson allocated $70.8 million and $56.8 million of certain management and administrative services 
expenses to affiliates in 2017 and 2016, respectively. 

The Company previously contracted with PGDS to provide certain information technology services.  The cost of 

the services, totaling $134.3 million in 2016, was based on the cost to PGDS. 

The Company provides a $100.0 million revolving credit facility to Brooke (Holdco1) Inc., an upstream holding 

company.  The loan matures in 2021, accrues interest at LIBOR plus 2% and has a commitment fee of 0.10% per 

annum.  There was no outstanding balance at both December 31, 2017 and 2016.  The highest outstanding loan 

balance during both 2017 and 2016 was nil.  Interest and commitment fees totaled $65 thousand and $40 thousand 

during 2017 and 2016, respectively.   

The Company provides a $40.0 million revolving credit facility to PPMA.  The loan is unsecured, matures in 2018, 

accrues interest at LIBOR plus 2% per annum, and has a commitment fee of 0.25% per annum.  There was no 

balance outstanding at December 31, 2017 or 2016.  The highest outstanding loan balance during both 2017 and 

2016 was nil.  Interest and commitment fees totaled $107 thousand and $100 thousand during 2017 and 2016, 

respectively. 

The Company provides a $50.0 million revolving credit facility to PGDS.  The loan is unsecured, matures in 2018, 

accrues interest at LIBOR plus 2% per annum, and has a commitment fee of 0.10% per annum.  The balance 

outstanding at December 31, 2017 and December 31, 2016 was $20.4 million and $50.0 million, respectively.  The 

highest outstanding loan balance during 2017 and 2016 was $42.0 million and $50.0 million, respectively.  Interest 

and commitment fees totaled $1.0 million and $1.2 million during 2017 and 2016, respectively. 

The Company provided a $350.0 million revolving credit facility to Curian Clearing, LLC, which terminated April 

30, 2016.  The loan was unsecured, accrued interest at LIBOR plus 2% per annum, and had a commitment fee of 

0.10% per annum.  The highest outstanding loan balance during 2016 was nil.  Interest and commitment fees totaled 

$123 thousand during 2016. 
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The Company provided a $6.0 million revolving credit facility to National Planning Holdings, Inc, which terminated 

August 31, 2017.  The loan was unsecured, accrued interest at LIBOR plus 2% per annum, and had a commitment 

fee of 0.10% per annum.  There was no balance outstanding at December 31, 2017 or 2016.  The highest outstanding 
loan balance during both 2017 and 2016 was nil.  Interest and commitment fees totaled $4 thousand and $6 thousand 

during 2017 and 2016, respectively. 

The Company provides a $20.0 million revolving credit facility to Jackson Holdings, LLC, an upstream holding 

company.  The loan is unsecured, matures in 2019, accrues interest at LIBOR plus 2% per annum and has a 

commitment fee of 0.25% per annum.  The balance outstanding at December 31, 2017 and December 31, 2016 was 

$1.5 million and $0.1 million, respectively.  The highest outstanding loan balance during both 2017 and 2016 was 

$1.5 million and $0.1 million, respectively.  Interest and commitment fees totaled $71 thousand and $52 thousand 

during both 2017 and 2016, respectively. 

In 2016, the Company received dividends of $3.7 million, from Hermitage.     

In 2016, the Company received dividends of $50.0 million, from Curian Clearing, LLC.  In 2017, the Company 

received a return of capital of $10.0 million from Curian Clearing, LLC.  

In 2017 and 2016, the Company received membership distributions of $607.0 million and $548.5 million, 

respectively, from Jackson National Asset Management, LLC. 

In 2016, the Company made a capital contribution of $19.3 million to Squire Re II. 

In 2017, the Company recorded a return of capital of $19.3 million and a dividend receivable of $663 thousand from 

Squire Re II, to be settled in 2018.  In 2016, the Company recorded a dividend receivable of $57.9 million from 

Squire Re II, which was settled in 2017. 

Note 15 – Commitments and Contingent Liabilities 

The Company and its subsidiaries are involved in litigation arising in the ordinary course of business.  It is the 

opinion of management that the ultimate disposition of such litigation will not have a material adverse affect on the 

Company's financial condition.  Jackson has been named in civil litigation proceedings, which appear to be 

substantially similar to other class action litigation brought against many life insurers, including allegations of 

misconduct in the sale of insurance products.  The Company accrues for legal contingencies once the contingency 

is deemed to be probable and reasonably estimable.  At December 31, 2017 and 2016, Jackson recorded accruals 

totaling $11.3 million and $1.9 million, respectively.   

The Company has provided an unlimited guarantee for the policyholder obligations of its wholly owned life 

insurance subsidiary, Jackson New York.  The maximum potential amount of future payments cannot be estimated 

as Jackson New York continues to write new business.  This guarantee is not expected to result in future required 

payments by the Company and is not considered to result in a material contingent exposure of the Company’s assets 

to liability because the Company and Jackson New York share the same management and Jackson New York is 

subject to regulatory supervision of the state of New York.  Accordingly, the Company has not accrued any liability 

for this guarantee (exception allowed under SSAP No. 5R, paragraph 17f). 

During 2017 and 2016, the Company recognized impairment writedowns of $1.0 million and $10.9 million, 

respectively, on Curian Capital.  During 2017, the Company recognized impairment writedowns of $0.7 million on 

Curian Clearing, LLC and $2.0 million on its wholly owned subsidiary, Hermitage, LLC. 

At December 31, 2017, the Company had unfunded commitments related to its investments in limited partnerships 

and limited liability companies totaling $561.4 million, including $65.3 million to limited partnerships and limited 

liability companies on which the Company has recognized an impairment charge.  Unfunded commitments related 

to fixed-rate commercial mortgage loan and other fixed maturities totaled $290.0 million at December 31, 2017. 

F-53



Jackson National Life Insurance Company 

Notes to Statutory Financial Statements 

December 31, 2017 and 2016 

At December 31, 2017, the Company had pledged mortgage related securities and commercial mortgage loans with 

a fair value of $4.1 billion in connection with funding agreements issued to and borrowed money from the FHLBI.  

Securities for which all or a portion of Jackson’s holdings have been pledged continue to be reported as invested 
assets. 

In connection with the reinsurance treaty with Jackson New York described in Note 7, Jackson placed high quality 

securities with a carrying value and fair value of $845.1 million and $1,163.0 million, respectively, at December 

31, 2017, in a trust for the benefit of Jackson New York.  Securities in the trust had a carrying value and fair value 
at December 31, 2016 of $812.4 million and $1,065.2 million, respectively.  The trust is required in order for Jackson 

New York to record a credit for the reserves ceded to Jackson.  The securities are reported as invested assets. 

In connection with other life business ceded to non-affiliates, Jackson placed high quality securities in a trust for 

the benefit of the assuming company.  These securities had a carrying value and fair value of $321.6 million and 

$343.0 million, respectively, at December 31, 2017.  These securities had a carrying value and fair value at 

December 31, 2016 of $344.3 million and $342.3 million, respectively.  The securities are reported as invested 

assets. 

The Company leases office space and equipment under several operating leases that expire at various dates through 

2051.  Certain leases include escalating lease rates and, as a result, at December 31, 2017, Jackson recorded a 

liability of $6.1 million for future lease payments.  Lease expense was $32.7 million and $31.3 million in 2017 and 

2016, respectively.   

At December 31, 2017, future minimum payments under noncancellable operating leases were as follows (in 

thousands): 

2018  $   17,139 

2019       16,380 

2020       12,688 

2021         9,462 

2022         5,777 

Thereafter       17,470 

Total  $   78,916 

The Company has two separate service agreements with third party administrators to provide policyholder 
administrative services.  These agreements, subject to certain termination provisions, have ten-year terms and expire 

in 2019 and 2020. 

Note 16 – Share-Based Payments 

Certain employees participate in various share award plans relating to Prudential shares and/or American Depositary 

Receipts (“ADRs”) that are tradable on the New York Stock Exchange and are described below.   The Company is 

not directly liable for obligations under the plans, but does incur related compensation costs. 

The Prudential Long-Term Incentive Plan (“PLTIP”), in which the Company may grant share awards to eligible 

employees in the form of a contingent right to receive Prudential ADRs, or a conditional allocation of Prudential 
ADRs, subject to the prior approval of the Jackson Remuneration Committee.  These share awards vest based on 

the achievement of planned International Financial Reporting Standards (“IFRS”) pretax operating income for the 

U.S. business, have vesting periods of three years and are at nil cost to the employee.  Share awards vest between 

0% (less than 90% of plan) and 100% (more than 110% of plan) of the grant amounts dependent on IFRS pretax 

operating income attained over the performance period.  Award holders do not have any right to dividends or voting 

rights attached to the ADRs granted during the performance period.  Upon vesting, a number of ADRs equivalent 

to the value of dividends that otherwise would have been received over the performance period are added to vested 

awards.  Participants have the option to select a cash settlement alternative under the plan.  The Company’s expense 

related to this plan was $66.3 million and $28.3 million during the years ended December 31, 2017 and 2016, 

respectively. 
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At December 31, 2017, there were 3,691,079 non-vested Prudential ADR grants related to the PLTIP, with a 

weighted average grant date price of $42.41. 

At certain times, the Company may grant one-off type retention awards to certain key senior executives within 

Jackson.  These awards are subject to the prior approval of the Jackson Remuneration Committee and are nil cost 

awards with a contingent right to receive Prudential ADRs.  The awards are contingent upon continued employment 

of the recipient through the award vesting date.  There are no performance measurements with these awards.  The 

Company’s expense related to this plan was $4.5 million and $2.5 million in 2017 and 2016, respectively. 

At December 31, 2017 and 2016, there were 117,814 and 235,620 non-vested Prudential ADR grants related to the 

one-off retention award plan, with a weighted average grant date price of $46.68, respectively. 

The Company either acquires shares/ADRs or reimburses Prudential for the costs of any shares/ADRs that were 

distributed to participants in the above one-off retention plan, or may be distributed in the future.  The shares/ADRs 

acquired are held at cost in a trust account for future distributions.  At December 31, 2017 and 2016, the Company 
had $18.9 million and $22.7 million of shares/ADRs held at cost in the trust, respectively. 

The Company recognizes share-based compensation expense associated with the above plans based on the grant-

date award fair value ratably over the requisite service period of each individual grant, which generally equals the 

vesting period.   The Company recognizes additional compensation expense based on the change in fair value of the 

award at the end of each reporting period.  The Company estimates forfeitures when calculating share-based 

compensation expense.  At December 31, 2017 and 2016, the Company had a liability of $108.8 million and $80.5 

million, respectively, for future payments under the above plans. 

Note 17 – Loan Backed Securities’ Other-Than-Temporary Impairments 

The following table details loan-backed and structured securities with a recognized other-than-temporary 

impairment recorded in 2017 where the Company has the intent and ability to hold the securities for sufficient time 

to recover the amortized cost: 

1 2 3 4 5 6 7

Book/Adj

Carrying Value Recognized Amortized cost Financial

Amortized cost other-than- after other-than Statement

before current Projected temporary temporary Reporting

CUSIP period OTTI Cash Flows impairment impairment Fair Value Period

378961AF3 669,972 668,942           1,030 668,942 479,908        Q1-2017

466247UW1 5,074,764               4,727,570        347,194 4,727,570               5,067,901     Q1-2017

07387BBG7 2,963 - 2,963 - 56,226          Q2-2017

12498NAC7 2,171,036               2,037,516        133,520 2,037,516               2,157,986     Q2-2017

31359VMM2 364,013 346,690           17,323 346,690 340,497        Q2-2017

337355AA9 493,909 489,264           4,646 489,264 475,816        Q2-2017

759950ES3 52,678 51,010             1,668 51,010 47,812          Q2-2017

31359VMN0 107,687 - 107,687 - 13,469          Q3-2017

31359VMM2 336,615 315,997           20,618 315,997 334,234        Q3-2017

337355AA9 472,371 427,570           44,801 427,570 429,000        Q3-2017

05948KE88 6,024,922               6,015,039        9,883 6,015,039               5,730,242     Q4-2017

337355AA9 419,587 380,658           38,928 380,658 417,955        Q4-2017

87804AAD4 5,145,320               5,000,230        145,091 5,000,230               4,996,191     Q4-2017

Total 875,352 
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Schedule 1     

Investment income earned

U.S. government bonds 172,431,234$            

Other bonds (unaffiliated) 1,845,428,804           

Bonds exempt from U.S. tax - 

Bonds of affiliates - 

Preferred stocks (unaffiliated) - 

Preferred stocks of affiliates - 

Common stocks (unaffiliated) 5,889,828 

Common stocks of affiliates 663,127 

Mortgage loans 312,567,341              

Real estate 29,958,187                

Contract loans 400,764,252              

Cash, cash equivalents and short-term investments 5,690,970 

Derivative instruments 243,135,157              

Other invested assets 814,012,346              

Aggregate write-ins for investment income 974,639 

Total investment income 3,831,515,885$         

Real estate owned - book value less encumbrances 228,772,159$            

Mortgage loans by type - book value

Farm mortgages -$  

Residential mortgages - 

Commercial mortgages 8,441,517,338           

Total mortgage loans 8,441,517,338$         

Mortgage loans by standing - book value

Good standing 8,442,283,209$         

Good standing with restructured loans -$  

Interest overdue more than 90 days, not in foreclosure -$  

Foreclosure in process -$  

Other long term assets - statement value 1,205,130,871$         

Contract loans 4,468,857,765$         

Bonds & stocks of parents, subsidiaries and affiliates - book value

Bonds -$  

Preferred stocks -$  

Common stocks 563,209,246$            

Continued
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Bonds and short-term investments by class and maturity:

Bonds by maturity - statement value

       Due within one year or less 1,845,266,216$         

       Over 1 year through 5 years 13,657,178,283         

       Over 5 years through 10 years 18,372,552,482         

       Over 10 years through 20 years 2,730,575,572           

       Over 20 years 7,236,929,851           

       Total by maturity 43,842,502,404$       

Bonds by class - statement value

       Class 1 24,097,426,859$       

       Class 2 18,343,944,537         

       Class 3 1,034,202,571           

       Class 4 348,760,334              

       Class 5 18,067,710                

       Class 6 100,393 

        Total by class 43,842,502,404$       

Total bonds publicly traded 31,727,606,851$       

Total bonds privately placed 12,114,895,553$       

Preferred stocks - statement value -$                           

Common stocks - market value 694,347,962$            

Short-term investments - book value -$  

Options, caps and floors owned - statement value 1,739,890,645$         

Options, caps and floors written & in force - statement value -$  

Collar, swap and forward agreements open - statement value 14,737,846$              

Futures contracts open - current value -$  

Cash on deposit (106,265,701)$          

Cash equivalents 1,096,689,277$         

Life insurance in force

Industrial 301,375,000$            

Ordinary 73,342,885,000$       

Credit life -$                           

Group life 847,431,000$            

Amount of accidental death benefits in force under ordinary policies 2,837,384,000$         

Continued
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Life insurance policies with disability provisions in force

Industrial 151,000$  

Ordinary 9,315,294,000$         

Credit life -$  

Group life 282,809,000$            

Supplementary contracts in force:

Ordinary - not involving life contingencies-

   Amount on deposit 370,517,562$            

   Income payable 11,423,708$              

Ordinary - involving life contingencies-

   Amount on deposit 14,123,067$              

   Income payable 7,649,151$                

Group - not involving life contingencies-

   Amount on deposit 27,336$  

   Income payable -$  

Group - involving life contingencies-

   Income payable 116,686$  

   Income payable 204,784$  

Annuities:

Ordinary-

   Immediate - amount of income payable 267,750,171$            

   Deferred - fully paid account balance 13,755,624,371$       

   Deferred - not fully paid - account balance 18,493,343,276$       

Group-

   Amount of income payable 16,586,813$              

   Fully paid account balance 1,344,316,155$         

   Not fully paid - account balance 2,157,916,247$         

Accident and health insurance - premiums in force:

Ordinary -$  

Group -$  

Credit -$  

Deposit funds and dividend accumulations:

Deposit funds - account balance 31,687,526$              

Dividend accumulations - account balance 50,305,343$              

See accompanying independent auditors' report.
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1) Total admitted assets (excluding Separate Accounts): $ 63,882,252,928   

2) 10 largest exposures to a single issuer/borrower/investment (excluding US Government):

Issuer Category Amount Percentage

Affiliated domestic securities $ 557,059,478   0.9%

JPMorgan Chase & Co Unaffiliated domestic securities $ 298,395,903   0.5%

Unaffiliated domestic securities $ 293,272,706   0.5%

Wells Fargo & Company Unaffiliated domestic securities $ 262,638,187   0.4%

Unaffiliated foreign securities $ 249,820,727   0.4%

Duke Energy Corp Unaffiliated domestic securities $ 240,692,845   0.4%

Exelon Corp Unaffiliated domestic securities $ 229,842,227   0.4%

Daimler Finance North America LLC Unaffiliated domestic securities $ 222,599,600   0.3%

Citigroup Inc Unaffiliated domestic securities $ 212,973,622   0.3%

Unaffiliated domestic securities $ 209,169,460   0.3%

3) Amounts and percentages of total admitted assets held in bonds and preferred stocks by NAIC rating.

Bonds Amount Percentage Preferred stock Amount Percentage

NAIC-1 $ 24,097,426,859   37.7% P/RP-1 $ —    0.0%
NAIC-2 $ 18,343,944,537   28.7% P/RP-2 $ —    0.0%
NAIC-3 $ 1,034,202,571   1.6% P/RP-3 $ —    0.0%
NAIC-4 $ 348,760,334   0.5% P/RP-4 $ —    0.0%
NAIC-5 $ 18,067,710   0.0% P/RP-5 $ —    0.0%
NAIC-6 $ 100,393   0.0% P/RP-6 $ —    0.0%

4) Assets held in foreign investments:

Amount Percentage

Total admitted assets held in foreign investments $ 5,507,725,639 8.6%

5) Aggregate foreign investment exposure categorized by NAIC sovereign rating:

Amount Percentage

Countries rated NAIC-1 $ 5,222,985,179 8.2%

Countries rated NAIC-2 $ 160,407,377 0.3%

Countries rated NAIC-3 or below $ 124,333,083 0.2%

6) Two largest foreign investment exposures in a single country, categorized by the country's NAIC 

sovereign rating:

Amount Percentage

Countries rated NAIC-1:

   United Kingdom $ 1,746,546,013 2.7%

   Australia $ 968,956,922 1.5%

Countries rated NAIC-2:

   Spain $ 92,507,582 0.1%

   Panama $ 35,200,280 0.1%

Countries rated NAIC-3 or below:

   Guernsey $ 102,479,935 0.2%

   Marshall Islands $ 10,000,000 0.0%

7) There is no unhedged foreign currency exposure.

8) There is no unhedged foreign currency exposure.

9) There is no unhedged foreign currency exposure.

10) Ten largest non-sovereign (i.e., non-governmental) foreign issues:

NAIC Rating Amount Percentage

BP Capital Markets Plc 1    $ 249,820,727 0.4%

CSL Limited 1    $ 132,640,000 0.2%

HSBC Holdings Plc 1    $ 111,789,821 0.2%

Credit Suisse Group AG 2    $ 101,905,900 0.2%

Deutsche Telekom AG 2    $ 99,868,295 0.2%

Allergan Plc 2    $ 98,767,330 0.2%

Royal Dutch Shell Plc 1    $ 91,315,301 0.1%

UBS Group AG 1    $ 87,946,003 0.1%

Lyondellbasell Industries NV 2    $ 86,969,238 0.1%

GE Capital International 1    $ 85,283,092 0.1%

Issuer

Bank of America Corp

Jackson National Life Insurance Co of 

New York

BP Capital Markets Plc

AT&T Inc

Continued
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11)

12)

13) Amounts and percentages of admitted assets held in the ten largest equity interests:

Issuer Amount Percentage
Jackson National Life Insurance Co of New York $ 557,059,478   0.9%
FHLBI Class B-1 $ 125,392,100   0.2%
PPM America Private Equity Fund V, L.P. $ 101,536,196   0.2%
PPM America Private Equity Fund VI, L.P. $ 87,202,776   0.1%
PPM America Private Equity Fund III, L.P. $ 73,060,595   0.1%
Cortec Group Fund V, L.P. $ 60,414,243   0.1%
JNAM, LLC $ 40,593,273   0.1%
Green Equity Investors VI, L.P. $ 35,291,387   0.1%
Veritas Capital Fund IV, L.P. $ 26,704,249   0.0%
Apollo Investment Fund VIII, L.P. $ 23,928,123   0.0%

14)

15)

16) Amounts and percentages of total admitted assets held in the ten largest mortgage loans:

Type Amount Percentage
Commercial $ 200,000,000   0.3%
Commercial $ 152,600,000   0.2%
Commercial $ 113,700,000   0.2%
Commercial $ 111,500,000   0.2%
Commercial $ 110,000,000   0.2%
Commercial $ 110,000,000   0.2%
Commercial $ 102,000,000   0.2%
Commercial $ 100,000,000   0.2%
Commercial $ 99,764,200   0.2%
Commercial $ 95,000,000   0.1%

Amount and percentage of the reporting entity's total admitted assets held in the following categories of mortgage loans:

16.12 Construction loans $ —    0.0%
16.13 Mortgage loans over 90 days past due $ —    0.0%
16.14 Mortgage loans in the process of foreclosure $ —    0.0%
16.15 Mortgage loans foreclosured $ —    0.0%
16.16 Restructured mortgage loans $ —    0.0%

17)

Loan to Value Amount Percentage
above 95% $ 3,100,000   0.0%
91 to 95% $ —    0.0%
81 to 90% $ 24,357,902   0.0%
71 to 80% $ 786,228,468   1.2%
below 70% $ 7,627,830,968   11.9%

18) There were no assets held in real estate that exceeded 2.5% of the Company's total admitted assets.

Commercial 

Aggregate mortgage loans having the following loan-to-value ratios as determined from the most current appraisal as of the annual 

statement date:

There were no assets held in investments with contractual sales restrictions that exceeded 2.5% of the Company's total admitted 

assets.

There were no assets held in nonaffiliated, privately placed equities, exceeding 2.5% of the Company’s total admitted assets.

There were no assets held in general partnership interests that exceeded 2.5% of the Company’s total admitted assets.

There were no assets held in Canadian investments that exceeded 2.5% of the Company's total admitted assets.

Continued
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19) There were no assets held in mezzanine real estate loans that exceeded 2.5% of the Company's total admitted assets.

20) Amounts and percentages of total admitted assets subject to the following types of agreements:

At year end At end of each quarter
Agreement type Amount Percentage 1st Qtr 2nd Qtr 3rd Qtr

Securities lending $ 62,102,025   0.1% $ 158,644,644   $ 148,976,170   $ 114,696,795   
Repurchase —    0.0% 593,762,087   —    823,058,639   
Reverse repurchase —    —    —    —    —    
Dollar repurchase —    —    —    —    —    
Dollar reverse repurchase —    —    —    —    —    

21) Amounts and percentages of total admitted assets for warrants not attached to other financial instruments, options, caps and floors:

Type Amount Percentage Amount Percentage

Hedging $ 1,739,890,645   2.7% $ 0 0.0%

22) Amounts and percentages of total admitted assets of potential exposure for collars, swaps and forwards:

At year end At end of each quarter
Type Amount Percentage 1st Qtr 2nd Qtr 3rd Qtr

Hedging $ 169,097,021   0.3% $ 194,361,720   $ 185,302,217   $ 178,775,231   

23) Amounts and percentages of total admitted assets of potential exposure for futures contracts:

At year end At end of each quarter
Type Amount Percentage 1st Qtr 2nd Qtr 3rd Qtr

Hedging $ 1,004,008,600   1.6% $ 1,132,066,600   $ 953,718,000   $ 1,001,308,700   

WrittenOwned

See accompanying independent auditors' report.
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Investment Categories Gross Investment Holdings

Amount Percentage Amount

Securities 

Lending 

Reinvested 

Collateral 

Amount Total Amount Percentage

Bonds:
U.S. Treasury securities $ 5,113,652,788 8.253% $ 5,113,652,788 $ —    $ 5,113,652,788 8.261%
U.S. government agency obligations 604,888,419 0.976% 604,888,419 —    604,888,419 0.977%
Foreign government 24,950,895 0.040% 24,950,895 —    24,950,895 0.040%
States, territories and possessions general obligations 0 —% 0 —    0 —%
Revenue and assessment obligations 41,076,212 0.066% 41,076,212 —    41,076,212 0.066%
Mortgage-backed securities:

Pass-through securities:
GNMA 68,562,715 0.111% 68,562,715 —    68,562,715 0.111%
FNMA and FHLMC 207,718,752 0.335% 207,718,752 —    207,718,752 0.336%

CMO's and REMIC's:
GNMA, FNMA, FHLMC or VA 138,232,150 0.223% 138,232,150 —    138,232,150 0.223%
Non-U.S. Government 0 —% 0 —    0 —%
All other 3,565,222,389 5.754% 3,565,222,389 —    3,565,222,389 5.759%

Other debt and other fixed income securities:
Unaffiliated domestic securities 27,429,676,529 44.270% 27,429,676,529 —    27,429,676,529 44.310%
Unaffiliated foreign securities 6,648,521,555 10.730% 6,648,521,555 —    6,648,521,555 10.740%
Affiliated securities 0 —% 0 —    0 —%

Equity interests:
Investments in mutual funds 7,759,403 0.013% 7,759,403 —    7,759,403 0.013%
Preferred stocks:

Affiliated 0 —% 0 —    0 —%
Unaffiliated 0 —% 0 —    0 —%

Publicly traded equity securities:
Unaffiliated 4,026,074 0.006% 4,026,074 —    4,026,074 0.007%

Other equity securities:
Affiliated 563,209,246 0.909% 557,059,478 —    557,059,478 0.900%
Unaffiliated 125,503,007 0.203% 125,503,007 —    125,503,007 0.203%

Mortgage loans:
Multifamily residential properties 2,863,786,595 4.622% 2,863,786,595 —    2,863,786,595 4.626%
Commercial loans 5,577,730,743 9.002% 5,577,730,743 —    5,577,730,743 9.010%

Real estate investments:
Property occupied by the Company 220,901,732 0.357% 220,901,732 —    220,901,732 0.357%
Property held for the production of income (including
  $0 of property acquired in satisfaction of debt) 7,172,124 0.012% 7,172,124 —    7,172,124 0.012%
Property held for sale (including $0 property
  acquired in satisfaction of debt) 698,303 0.001% 698,303 —    698,303 0.001%

Contract loans 4,470,292,377 7.215% 4,468,857,765 —    4,468,857,765 7.219%

Derivatives 2,172,177,805 3.506% 2,172,177,805 —    2,172,177,805 3.509%

Receivables for securities 213,610,914 0.345% 213,610,914 —    213,610,914 0.345%

Securities Lending 64,246,292 0.104% 64,246,292      XXX    XXX      XXX

Cash, cash equivalents and short-term investments 990,423,576 1.598% 990,423,576 64,246,292 1,054,669,868 1.704%

Other invested assets 835,544,325 1.349% 787,581,557 —    787,581,557 1.271%

Total invested assets $ 61,959,584,920   100.00% $ 61,904,037,772   $ 64,246,292   $ 61,904,037,772   100.000%

Admitted Assets as Reported in the Annual Statement

See accompanying independent auditors' report.
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STATEMENT AS OF MARCH 31, 2018 OF THE  JACKSON NATIONAL LIFE INSURANCE COMPANY

ASSETS
Current Statement Date 4

1

Assets

2

Nonadmitted Assets

3
Net Admitted Assets 

(Cols. 1 - 2)

December 31
Prior Year Net

Admitted Assets

1. Bonds 43,836,247,130 0 43,836,247,130 43,842,502,404 

2. Stocks:

2.1 Preferred stocks 0 0 0 0 

2.2 Common stocks 1,014,557,483 6,099,394 1,008,458,089 694,347,962 

3. Mortgage loans on real estate:

3.1 First liens 8,414,067,593 0 8,414,067,593 8,441,517,338 

3.2 Other than first liens 0 0 0 0 

4. Real estate:

4.1 Properties occupied by  the company (less $ 0 

encumbrances) 262,304,674 0 262,304,674 220,901,732 

4.2 Properties held for  the production of income (less 

$ 0  encumbrances)  7,172,124 0 7,172,124 7,172,124 

4.3 Properties held for sale (less $ 0 

encumbrances) 698,303 0 698,303 698,303 

5. Cash ($ (74,263,792) ), cash equivalents 

($ 858,262,673 ) and short-term

 investments ($ 0 ) 783,998,881 0 783,998,881 990,423,576 

6. Contract loans (including $ 0  premium notes) 4,461,810,968 1,491,520 4,460,319,448 4,468,857,765 

7. Derivatives 1,499,407,383 0 1,499,407,383 2,172,177,805 

8. Other invested assets 1,328,566,477 57,340,457 1,271,226,020 1,205,130,871 

9. Receivables for securities 72,757,593 0 72,757,593 213,610,914 

10. Securities lending reinvested collateral assets 74,697,927 0 74,697,927 64,246,292 

11. Aggregate write-ins for invested assets (171,741,458) 0 (171,741,458) (417,549,314)

12. Subtotals, cash and invested assets (Lines 1 to 11) 61,584,545,078 64,931,371 61,519,613,707 61,904,037,772 

13. Title plants less $ 0  charged off (for Title insurers

only) 0 0 0 0 

14. Investment income due and accrued 678,446,912 0 678,446,912 706,560,235 

15. Premiums and considerations:

15.1 Uncollected premiums and agents' balances in the course of collection 360,287,929 0 360,287,929 314,524,794 

15.2 Deferred premiums,  agents' balances and installments booked but 

deferred and not yet due (including $ 0 

earned but unbilled premiums) 61,679,086 0 61,679,086 61,078,196 

15.3 Accrued retrospective premiums ($ 0 ) and

contracts subject to redetermination ($ 0 ) 0 0 0 0 

16. Reinsurance:

16.1 Amounts recoverable from reinsurers 15,422,315 0 15,422,315 44,425,346 

16.2 Funds held by or deposited with reinsured companies 0 0 0 0 

16.3 Other amounts receivable under reinsurance contracts (286,075,730) 0 (286,075,730) (278,248,711)

17. Amounts receivable relating to uninsured plans 0 0 0 0 

18.1 Current federal and foreign income tax recoverable and interest thereon 335,474,434 0 335,474,434 335,507,174 

18.2 Net deferred tax asset 994,391,007 366,970,909 627,420,098 568,235,703 

19. Guaranty funds receivable or on deposit 3,476,935 0 3,476,935 3,745,295 

20. Electronic data processing equipment and software 7,383,216 0 7,383,216 7,816,491 

21. Furniture and equipment, including health care delivery assets

($ 0 )  36,248,289 36,248,289 0 0 

22. Net adjustment in assets and liabilities due to foreign exchange rates 0 0 0 0 

23. Receivables from parent, subsidiaries and affiliates 40,213,220 0 40,213,220 47,939,243 

24. Health care ($ 0 ) and other amounts receivable 0 0 0 0 

25. Aggregate write-ins for other than invested assets 286,553,761 95,333,182 191,220,579 166,631,390 

26. Total assets excluding Separate Accounts, Segregated Accounts and 
Protected Cell Accounts (Lines 12 to 25) 64,118,046,452 563,483,751 63,554,562,701 63,882,252,928 

27. From Separate Accounts, Segregated Accounts and Protected Cell
Accounts 164,103,946,734 0 164,103,946,734 164,905,514,891 

28. Total (Lines 26 and 27) 228,221,993,186 563,483,751 227,658,509,435 228,787,767,819 

DETAILS OF WRITE-INS

1101. Interest rate swaps adjustment per permitted practice (171,741,458) 0 (171,741,458) (417,549,314)

1102.

1103.  

1198. Summary of remaining write-ins for Line 11 from overflow page 0 0 0 0 

1199. Totals (Lines 1101 through 1103 plus 1198)(Line 11 above) (171,741,458) 0 (171,741,458) (417,549,314)

2501. Agents' balances (net)  3,877,421 3,877,421 0 0 

2502. Capitalized software and associated costs  19,544,949 19,544,949 0 0 

2503. DTA on interest rate swap permitted practice  36,065,706 61,826,925 (25,761,219) (62,632,397)

2598. Summary of remaining write-ins for Line 25 from overflow page 227,065,685 10,083,887 216,981,798 229,263,787 

2599. Totals (Lines 2501 through 2503 plus 2598)(Line 25 above) 286,553,761 95,333,182 191,220,579 166,631,390 
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STATEMENT AS OF MARCH 31, 2018 OF THE  JACKSON NATIONAL LIFE INSURANCE COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS
1

Current
Statement Date

2
December 31

Prior Year

1. Aggregate reserve for life contracts $ 47,404,228,936  less $ 0  included in Line 6.3

(including $ 0  Modco Reserve) 47,404,228,936 47,734,858,822 

2. Aggregate reserve for accident and health contracts (including $ 0  Modco Reserve) 0 0 

3. Liability for deposit-type contracts (including $ 0  Modco Reserve) 10,251,063,875 10,250,092,362 

4. Contract claims:

4.1 Life 724,892,426 709,538,729 

4.2 Accident and health 0 0 

5. Policyholders’ dividends $ 256,195  and coupons $ 0  due and unpaid 256,195 267,300 

6. Provision for policyholders’ dividends and coupons payable in following calendar year - estimated amounts:

6.1  Dividends apportioned for payment  (including $ 0  Modco) 9,705,042 9,713,666 

6.2  Dividends not yet apportioned (including $ 0  Modco) 187,448 187,796 

6.3  Coupons and similar benefits (including $ 0  Modco) 55,316 55,352 

7. Amount provisionally held for deferred dividend policies not included in Line 6 0 0 

8. Premiums and annuity considerations for life and accident and health contracts received in advance less

$ 0  discount; including $ 0  accident and health premiums 3,484,145 2,549,635 

9. Contract liabilities not included elsewhere: 

9.1  Surrender values on canceled contracts 446,886 413,212 
9.2  Provision for experience rating refunds, including the liability of $ 0  accident and health

experience rating refunds of which $ 0  is for medical loss ratio rebate per the Public Health 

Service Act 0 0 

9.3  Other amounts payable on reinsurance, including $ 1,471,407  assumed and  $ 21,507,196 

ceded 22,978,603 51,487,586 

9.4 Interest Maintenance Reserve 155,301,275 171,915,460 

10. Commissions to agents due or accrued-life and annuity contracts $ 89,621,127 , accident and health

$ 0  and deposit-type contract funds $ 0 89,621,127 109,143,402 

11. Commissions and expense allowances payable on reinsurance assumed 148,065 91,823 

12. General expenses due or accrued 156,903,662 223,292,073 

13. Transfers to Separate Accounts due or accrued (net) (including $ (5,672,935,275)  accrued for expense

allowances recognized in reserves, net of reinsured allowances) (5,701,342,362) (5,774,286,243)

14. Taxes, licenses and fees due or accrued, excluding federal income taxes 448,939 (5,216,231)

15.1 Current federal and foreign income taxes, including $ 0  on realized capital gains (losses) 0 0 

15.2 Net deferred tax liability 0 0 

16. Unearned investment income 8,576,115 8,838,482 

17. Amounts withheld or retained by company as agent or trustee 4,618,893 4,485,291 

18. Amounts held for agents' account, including $ 7,468,553  agents' credit balances 7,468,553 7,327,570 

19. Remittances and items not allocated 45,711,141 25,826,326 

20. Net adjustment in assets and liabilities due to foreign exchange rates 0 0 

21. Liability for benefits for employees and agents if not included above 0 0 

22. Borrowed money $ 83,171,054  and interest thereon $ 51,125 83,222,179 687,532,522 

23. Dividends to stockholders declared and unpaid 0 0 

24. Miscellaneous liabilities:

24.01 Asset valuation reserve 560,056,400 354,418,352 

24.02 Reinsurance in unauthorized and certified ($ 0 ) companies 45,202 45,202 

24.03 Funds held under reinsurance treaties with unauthorized and certified ($ 0 ) reinsurers 3,643,626,169 3,592,821,825 

24.04 Payable to parent, subsidiaries and affiliates 5,524,189 5,816,070 

24.05 Drafts outstanding 0 0 

24.06 Liability for amounts held under uninsured plans 0 0 

24.07 Funds held under coinsurance 290,216,608 289,851,626 

24.08 Derivatives 24,398,123 0 

24.09 Payable for securities 41,548,193 0 

24.10 Payable for securities lending 74,697,927 64,246,292 

24.11 Capital notes $ 0  and interest thereon $ 0 0 0 

25. Aggregate write-ins for liabilities 1,026,372,141 1,472,830,121 

26. Total liabilities excluding Separate Accounts business (Lines 1 to 25) 58,934,461,411 59,998,144,422 

27. From Separate Accounts Statement 164,103,946,734 164,905,514,891 

28. Total liabilities (Lines 26 and 27) 223,038,408,145 224,903,659,313 

29. Common capital stock 13,800,000 13,800,000 

30. Preferred capital stock 0 0 

31. Aggregate write-ins for other than special surplus funds 0 0 

32. Surplus notes 249,530,389 249,521,565 

33. Gross paid in and contributed surplus 3,233,811,448 3,233,811,448 

34. Aggregate write-ins for special surplus funds (197,502,677) (480,181,711)

35. Unassigned funds (surplus) 1,320,462,130 867,157,204 

36. Less treasury stock, at cost:

36.1 0  shares common (value included in Line 29 $ 0 ) 0 0 

36.2 0  shares preferred (value included in Line 30 $ 0 ) 0 0 

37. Surplus (Total Lines 31+32+33+34+35-36) (including $ 0  in Separate Accounts Statement) 4,606,301,290 3,870,308,506 

38. Totals of Lines 29, 30 and 37 4,620,101,290 3,884,108,506 

39. Totals of Lines 28 and 38 (Page 2, Line 28, Col. 3) 227,658,509,435 228,787,767,819 

DETAILS OF WRITE-INS

2501. Deferred compensation 339,131,982 340,204,799 

2502. Deferred rent 4,931,761 6,094,077 

2503. Founders Plan liability 26,354 106,194 

2598. Summary of remaining write-ins for Line 25 from overflow page 682,282,044 1,126,425,051 

2599. Totals (Lines 2501 through 2503 plus 2598)(Line 25 above) 1,026,372,141 1,472,830,121 

3101.

3102.

3103.

3198. Summary of remaining write-ins for Line 31 from overflow page 0 0 

3199. Totals (Lines 3101 through 3103 plus 3198)(Line 31 above) 0 0 

3401. Interest rate swaps adjustment per permitted practice (197,502,677) (480,181,711)

3402.

3403.

3498. Summary of remaining write-ins for Line 34 from overflow page 0 0 

3499. Totals (Lines 3401 through 3403 plus 3498)(Line 34 above) (197,502,677) (480,181,711)
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SUMMARY OF OPERATIONS
1

Current Year
To Date

2
Prior Year
To Date

3
Prior Year Ended

December 31

1. Premiums and annuity considerations for life and accident and health contracts 4,794,668,330 4,848,961,435 19,004,545,846 

2. Considerations for supplementary contracts with life contingencies 1,633,193 2,467,019 7,639,987 

3. Net investment income 810,594,730 933,092,728 3,692,816,181 

4. Amortization of Interest Maintenance Reserve (IMR) 23,530,240 21,420,291 103,499,478 

5. Separate Accounts net gain from operations excluding unrealized gains or losses 0 0 0 

6. Commissions and expense allowances on reinsurance ceded 7,566,855 14,409,484 46,163,802 

7. Reserve adjustments on reinsurance ceded 0 0 0 

8. Miscellaneous Income: 

8.1 Income from fees associated with investment management, administration and contract 
guarantees from Separate Accounts 997,072,876 879,229,601 3,712,943,623 

8.2 Charges and fees for deposit-type contracts 0 0 0 

8.3 Aggregate write-ins for miscellaneous income 213,952,345 122,816,615 643,935,400 

9. Totals (Lines 1 to 8.3) 6,849,018,569 6,822,397,173 27,211,544,317 

10. Death benefits 298,373,941 313,993,741 1,090,852,244 

11. Matured endowments (excluding guaranteed annual pure endowments) 1,627,486 1,219,014 5,066,054 

12. Annuity benefits 671,962,109 674,028,346 2,510,013,569 

13. Disability benefits and benefits under accident and health contracts 2,587,076 2,682,695 11,209,416 

14. Coupons, guaranteed annual pure endowments and similar benefits 21,847 24,400 90,955 

15. Surrender benefits and withdrawals for life contracts 4,268,470,415 3,310,840,372 14,093,356,599 

16. Group conversions 0 0 0 

17. Interest and adjustments on contract or deposit-type contract funds 63,073,093 54,183,746 229,548,163 

18. Payments on supplementary contracts with life contingencies 2,141,094 2,123,874 8,223,082 

19. Increase in aggregate reserves for life and accident and health contracts (330,629,886) (1,007,981,055) (2,802,109,368)

20. Totals (Lines 10 to 19) 4,977,627,175 3,351,115,133 15,146,250,714 

21. Commissions on premiums, annuity considerations, and deposit-type contract funds (direct 
business only) 428,741,780 421,111,120 1,698,722,358 

22. Commissions and expense allowances on reinsurance assumed 42,726,047 32,775,250 129,870,638 

23. General insurance expenses 148,232,276 152,668,308 706,268,228 

24. Insurance taxes, licenses and fees, excluding federal income taxes 19,940,050 19,987,818 45,636,776 

25. Increase in loading on deferred and uncollected premiums 667,426 (238,859) (1,106,939)

26. Net transfers to or (from) Separate Accounts net of reinsurance 516,835,209 1,641,324,715 5,281,414,503 

27. Aggregate write-ins for deductions 89,813,716 64,772,270 349,879,718 

28. Totals (Lines 20 to 27) 6,224,583,679 5,683,515,755 23,356,935,996 

29. Net gain from operations before dividends to policyholders and federal income taxes (Line 9 minus 
Line 28) 624,434,890 1,138,881,418 3,854,608,321 

30. Dividends to policyholders 2,683,362 2,714,903 9,896,113 

31. Net gain from operations after dividends to policyholders and before federal income taxes (Line 29 
minus Line 30) 621,751,528 1,136,166,515 3,844,712,208 

32. Federal and foreign income taxes incurred (excluding tax on capital gains) 194,060,142 333,833,642 1,048,077,602 

33. Net gain from operations after dividends to policyholders and federal income taxes and before 
realized capital gains or (losses) (Line 31 minus Line 32) 427,691,386 802,332,873 2,796,634,606 

34. Net realized capital gains (losses) (excluding gains (losses) transferred to the IMR) less capital

gains tax of $ (196,480,466)  (excluding taxes of $ 2,720,098 

transferred to the IMR) (769,757,913) (910,959,605) (2,628,205,027)

35. Net income (Line 33 plus Line 34) (342,066,527) (108,626,732) 168,429,579 

CAPITAL AND SURPLUS ACCOUNT

36. Capital and surplus, December 31, prior year 3,884,108,506 4,918,867,814 4,918,867,814 

37. Net income (Line 35) (342,066,527) (108,626,732) 168,429,579 

38. Change in net unrealized capital gains (losses) less capital gains tax of $ 250,965,504 695,467,038 107,888,915 294,237,506 

39. Change in net unrealized foreign exchange capital gain (loss) 0 0 0 

40. Change in net deferred income tax 148,733,043 48,200,198 (631,189,340)

41. Change in nonadmitted assets 160,392,316 60,287,130 (172,174,587)

42. Change in liability for reinsurance in unauthorized and certified companies 0 0 (3,896)

43. Change in reserve on account of change in valuation basis, (increase) or decrease 0 0 0 

44. Change in asset valuation reserve (205,638,048) (4,400,682) 15,666,223 

45. Change in treasury stock 0 0 0 

46. Surplus (contributed to) withdrawn from Separate Accounts during period 0 0 0 

47. Other changes in surplus in Separate Accounts Statement 0 0 0 

48. Change in surplus notes 8,824 8,147 33,788 

49. Cumulative effect of changes in accounting principles 0 0 0 

50. Capital changes:

50.1 Paid in 0 0 0 

50.2 Transferred from surplus (Stock Dividend) 0 0 0 

50.3 Transferred to surplus 0 0 0 

51. Surplus adjustment:

51.1 Paid in 0 0 0 

51.2 Transferred to capital (Stock Dividend) 0 0 0 

51.3 Transferred from capital 0 0 0 

51.4 Change in surplus as a result of reinsurance (3,582,896) (33,376,371) (42,547,143)

52. Dividends to stockholders 0 0 (600,000,000)

53. Aggregate write-ins for gains and losses in surplus 282,679,034 (9,244,473) (67,211,438)

54. Net change in capital and surplus for the year (Lines 37 through 53) 735,992,784 60,736,132 (1,034,759,308)

55. Capital and surplus, as of statement date (Lines 36 + 54) 4,620,101,290 4,979,603,946 3,884,108,506 

DETAILS OF WRITE-INS

08.301. General account policy fees 78,517,420 72,683,374 297,495,845 

08.302. Marketing fees 132,480,914 75,768,445 369,178,346 

08.303. Miscellaneous income 2,179,871 354,302 1,983,202 

08.398. Summary of remaining write-ins for Line 8.3 from overflow page 774,140 (25,989,506) (24,721,993)

08.399. Totals (Lines 08.301 through 08.303 plus 08.398) (Line 8.3 above) 213,952,345 122,816,615 643,935,400 

2701. Additional contract benefits to Founders Plan policyholders 23,826 24,926 104,418 

2702. Amortization of goodwill and value of business acquired 12,281,989 12,281,989 49,127,954 

2703. Interest on funds withheld treaties 81,090,797 85,841,726 343,194,489 

2798. Summary of remaining write-ins for Line 27 from overflow page (3,582,896) (33,376,371) (42,547,143)

2799. Totals (Lines 2701 through 2703 plus 2798)(Line 27 above) 89,813,716 64,772,270 349,879,718 

5301. Interest rate swaps adjustment per permitted practice 282,679,034 (9,244,473) (67,211,438)

5302.

5303.

5398. Summary of remaining write-ins for Line 53 from overflow page 0 0 0 

5399. Totals (Lines 5301 through 5303 plus 5398)(Line 53 above) 282,679,034 (9,244,473) (67,211,438)
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CASH FLOW
1

Current Year
To Date

2
Prior Year
To Date

3
Prior Year Ended

December 31

Cash from Operations

1. Premiums collected net of reinsurance 4,748,575,577 4,551,739,119 18,709,973,298 

2. Net investment income 852,510,656 1,079,871,460 3,635,584,923 

3. Miscellaneous income 1,218,816,339 1,005,840,317 4,369,461,331 

4. Total (Lines 1 to 3) 6,819,902,572 6,637,450,896 26,715,019,552 

5. Benefit and loss related payments 5,156,919,014 4,091,503,628 17,383,648,215 

6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts 443,891,328 1,637,007,627 5,248,661,431 

7. Commissions, expenses paid and aggregate write-ins for deductions 715,867,998 747,795,356 2,506,607,214 

8. Dividends paid to policyholders 2,703,439 2,766,127 10,404,424 

9. Federal and foreign income taxes paid (recovered) net of $ 0  tax on capital

gains (losses) 274,801 0 49,750,190 

10. Total (Lines 5 through 9) 6,319,656,580 6,479,072,738 25,199,071,474 

11. Net cash from operations (Line 4 minus Line 10) 500,245,992 158,378,158 1,515,948,078 

Cash from Investments

12. Proceeds from investments sold, matured or repaid:

12.1 Bonds 1,150,106,944 2,201,629,142 9,704,157,369 

12.2 Stocks 735,605 440,904 342,087,139 

12.3 Mortgage loans 309,991,555 165,040,241 1,123,874,997 

12.4 Real estate 0 0 0 

12.5 Other invested assets 34,787,178 35,588,656 228,347,994 

12.6 Net gains or (losses) on cash, cash equivalents and short-term investments 0 0 0 

12.7 Miscellaneous proceeds 1,307,679,219 (1,001,974,983) (2,490,774,979)

12.8 Total investment proceeds (Lines 12.1 to 12.7) 2,803,300,501 1,400,723,960 8,907,692,520 

13. Cost of investments acquired (long-term only):

13.1 Bonds 1,132,309,405 1,674,427,363 6,553,667,950 

13.2 Stocks 311,001,664 462,069 40,098,786 

13.3 Mortgage loans 283,487,037 365,086,764 2,086,813,034 

13.4 Real estate 43,245,868 829,675 2,424,899 

13.5 Other invested assets 74,543,081 37,008,350 167,965,576 

13.6 Miscellaneous applications 492,042,213 515,374,958 2,059,907,423 

13.7 Total investments acquired (Lines 13.1 to 13.6) 2,336,629,268 2,593,189,179 10,910,877,668 

14. Net increase (or decrease) in contract loans and premium notes (8,538,317) (29,310,280) 48,297,102 

15. Net cash from investments (Line 12.8 minus Line 13.7 and Line 14) 475,209,550 (1,163,154,939) (2,051,482,250)

Cash from Financing and Miscellaneous Sources

16. Cash provided (applied):

16.1 Surplus notes, capital notes 0 0 0 

16.2 Capital and paid in surplus, less treasury stock 0 0 0 

16.3 Borrowed funds (604,250,000) (4,250,000) 94,960,527 

16.4 Net deposits on deposit-type contracts and other insurance liabilities (106,588,125) 827,772,761 1,854,107,982 

16.5 Dividends to stockholders 0 0 600,000,000 

16.6 Other cash provided (applied) (471,042,113) (74,591,394) (409,723,123)

17. Net cash from financing and miscellaneous sources (Line 16.1 through Line 16.4 minus Line 16.5 
plus Line 16.6) (1,181,880,238) 748,931,367 939,345,386 

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and 17) (206,424,696) (255,845,414) 403,811,214 

19. Cash, cash equivalents and short-term investments:

19.1 Beginning of year 990,423,576 586,612,362 586,612,362 

19.2 End of period (Line 18 plus Line 19.1) 783,998,881 330,766,948 990,423,576 

Note: Supplemental disclosures of cash flow information for non-cash transactions:

20.0001. Bonds acquired to settle reinsurance transaction 0 0 (762,324,434)

20.0002. Proceeds on exchanges of debt for debt and/or equity interests 7,329,301 0 317,941,873 
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NOTES TO FINANCIAL STATEMENTS 

1. Summary of Significant Accounting Policies and Going Concern

A. Accounting Practices 

The financial statements of Jackson National Life Insurance Company (the “Company”) are presented on the basis of 
accounting practices prescribed or permitted by the Michigan Department of Insurance and Financial Services. 

The Department of Insurance and Financial Services recognizes statutory accounting practices prescribed or permitted by 
the state of Michigan for determining and reporting the financial condition and results of operations of an insurance 
company, and for determining its solvency under Michigan Insurance Law.  The Department of Insurance and Financial 
Services has adopted the National Association of Insurance Commissioners' (“NAIC”) Accounting Practices and 

Procedures Manual (“NAIC SAP”) to the extent that the accounting practices, procedures, and reporting standards are not 
modified by the Michigan Insurance Code.  The state of Michigan has adopted certain prescribed accounting practices that 
differ from those defined in NAIC SAP.  Specifically, the value of the book of business arising from the acquisition of a 
subsidiary or through reinsurance may be recognized as an admitted asset if certain criteria are met.  In NAIC SAP, 
goodwill may be admitted in amounts not to exceed 10% of an insurer’s capital and surplus, as adjusted, and is eliminated 
in the event of a merger. The commissioner of insurance has the right to permit other specific practices that deviate from 
prescribed practices. 

The Valuation of Life Insurance Policies Model Regulation (“Model 830”, also known as Regulation XXX), was effective 
for NAIC SAP in 2001.  The state of Michigan did not permit Model 830 for reserve calculations until January 1, 
2002.  Thus, reserves for life business issued in calendar year 2001 are not valued according to Model 830 and NAIC SAP, 
but rather, are valued under the prior method of the Standard Valuation Law, referred to as the ‘unitary’ method. 

Actuarial Guideline XXXV (“Actuarial Guideline 35” or the “Guideline”) was adopted by the NAIC in December 1998. 
The purpose of Actuarial Guideline 35 is to interpret the standards for the valuation of statutory reserves for index-linked 
annuities.  NAIC SAP requires application of Actuarial Guideline 35 for all index-linked annuities issued after December 
31, 2000.  Michigan law prescribes the valuation of index-linked annuities without consideration of the Guideline.  As a 
result, the Guideline is not reflected in the Company’s accounts as of March 31, 2018 and December 31, 2017. 

As a result of an acquisition accounted for as a statutory purchase in accordance with Statement of Statutory Accounting 
Principles (“SSAP”) No. 68, the Company has goodwill attributed to the value of the book of business acquired 
(“VOBA”).  The VOBA value is fully recoverable by the present value of the future cash flows of the business 
acquired.  Under Michigan law, the entire balance is recognized as an admitted asset. While the VOBA also meets the 
NAIC SAP definition of goodwill, under statutory goodwill accounting in accordance with paragraph 13 of SSAP No. 68, 
the entire VOBA of $216,981,798 at March 31, 2018, would be a reduction from the Michigan basis capital and surplus, 
as shown in the table below.  

Effective December 31, 2008, the Company received approval from the Department of Insurance and Financial Services 
regarding the use of a permitted practice.  Since being initially granted, the permitted practice described below has been 
extended annually by the commissioner with a current expiration date of October 1, 2018.  Any increase in surplus resulting 
from this permitted practice may not be considered by the Company when determining the surplus available for dividends, 
nor in the determination of the nature of dividends as ordinary or extraordinary. 

The permitted practice allows the Company to report the effectiveness of its hedging program related to interest rate swaps 
consistent with the system the Company has adopted in accordance with Section 943 (2) of the Michigan Insurance Code, 
as opposed to SSAP No. 86 – Accounting for Derivative Instruments and Hedging Activities (“NAIC SSAP No. 86”).  As 
a result, hedging transactions thus identified as effective were reported pursuant to the accounting guidance set forth in 
NAIC SSAP No. 86.   The effect of this permitted practice, reflected as special surplus funds, was to decrease capital and 
surplus by $171,741,458 ($197,502,677 after tax) at March 31, 2018 and $417,549,314 ($480,181,711 after tax), at 
December 31, 2017, with no effect on net income. 
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A reconciliation of the Company's net income and capital and surplus between NAIC SAP and practices prescribed or 
permitted by the state of Michigan is shown below: 

F/S F/S

SSAP # Page Line # 3/31/2018 12/31/2017

Net Income

Jackson National Life Insurance Company, Michigan basis (342,066,527) $  168,429,579  $    

Michigan Prescribed Practices that increase/(decrease) NAIC SAP:

Valuation of Life Insurance Policies Model Regulation (XXX)

Decrease in aggregate reserves for life and accident

and health policies and contracts 51 4 19 (203,551)  (876,455)  

Actuarial Guideline XXXV

(Decrease)/increase in aggregate reserves for life and accident

and health policies and contracts 51 4 19 (8,942,439)  682,383  

Amortization of value of business acquired 68 4 2702 (12,281,989)  (49,127,954)  

Prescribed practices adjustment (21,427,979)  (49,322,026)  

Tax effect  of prescribed practice differences 51, 68 4 32 1,293,259  (81,867)  

NAIC SAP (321,931,807) $  217,833,472  $    

Capital and Surplus

Jackson National Life Insurance Company, Michigan basis 4,620,101,290  $ 3,884,108,506  $ 

Michigan Prescribed Practices that increase/(decrease) NAIC SAP:

Valuation of Life Insurance Policies Model Regulation (XXX):

Reserve, Michigan basis 51 3 1 (9,550,763)  (9,782,721)  

Reserve, NAIC SAP 51 3 1 (25,315,232)  (25,750,741)  

Model Regulation (XXX) adjustment 15,764,469  15,968,020  

Actuarial Guideline XXXV:

Reserve, Michigan basis 51 3 1 (7,483,405,591)  (7,580,541,199)  

Reserve, NAIC SAP 51 3 1 (7,501,797,668)  (7,607,875,715)  

Actuarial Guideline XXXV adjustment 18,392,077  27,334,516  

Value of business acquired 68 15 2504 216,981,798  229,263,787  

Tax effect  of prescribed practice differences (6,729,321)  (13,370,966)  

Net impact of prescribed practices 244,409,023  259,195,357  

Michigan Permitted Practices that increase/(decrease) NAIC SAP:

Effectiveness of interest rate swaps per

 permitted practice 00 2 1101 (171,741,458)  (417,549,314)  

Tax effect  of permitted practice differences 00, 51, 68 2 18.1 (25,761,219)  (62,632,397)  

Net impact of permitted practice (197,502,677)  (480,181,711)  

NAIC SAP 4,573,194,944  $ 4,105,094,860  $ 

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 1, item B. 

C. Accounting Policy 

(6) Loan-backed and structured securities, hereafter collectively referred to as “loan-backed securities”, are stated at 
amortized cost except those with an NAIC carry rating of “6,” which are carried at the lower of amortized cost or 
fair value.  The retrospective adjustment method is used to value loan-backed securities where the collection of 
all contractual cash flows is probable.  For loan-backed securities where the collection of all contractual cash 
flows is not probable, the Company: 

• Recognizes the accretable yield over the life of the loan-backed security as determined at the acquisition or
transaction date,

• Continues to estimate cash flows expected to be collected at least quarterly, and

• Recognizes an other-than-temporary impairment loss if the loan-backed security is impaired (i.e., the fair value
is less than the amortized cost basis) and if the Company does not expect to recover the entire amortized cost
basis when compared to the present value of cash flows expected to be collected.

Investments are reduced to estimated fair value (discounted cash flows for loan-backed securities) for declines in 
value that are determined to be other-than-temporary.  In determining whether an other-than-temporary 
impairment has occurred, the Company considers a security’s forecasted cash flows as well as the severity and 
duration of depressed fair values. 

If the Company intends to sell an impaired loan-backed security or does not have the intent and ability to retain 
the impaired loan-backed security for a period of time sufficient to recover the amortized cost basis, an other-
than-temporary impairment has occurred.  In these situations, the other-than-temporary impairment loss 
recognized is the difference between the amortized cost basis and fair value.  For loan-backed securities, the credit 
portion of the recognized loss is recorded to the asset valuation reserve (“AVR”) and the non-credit portion is 
recorded to the interest maintenance reserve (“IMR”).  If the Company does not expect to recover the entire 
amortized cost basis when compared to the present value of cash flows expected to be collected, it cannot assert 
that it has the ability to recover the loan-backed security’s amortized cost basis even though it has no intent to sell 
and has the intent and ability to retain the loan-backed security.  Therefore, an other-than-temporary impairment 
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has occurred and a realized loss is recognized for the non-interest related decline, which is calculated as the 
difference between the loan-backed security’s amortized cost basis and the present value of cash flows expected 
to be collected. 

For situations where an other-than-temporary impairment is recognized, the previous amortized cost basis less 
the other-than temporary impairment recognized as a realized loss becomes the new amortized cost basis of the 
loan-backed security.  The new amortized cost basis is not adjusted for subsequent recoveries in fair value. 
Therefore, the prospective adjustment method is used for periods subsequent to other-than-temporary impairment 
loss recognition. 

D. Going Concern 

There is not substantial doubt about the Company’s ability to continue as a going concern. 

2. Accounting Changes and Corrections of Errors

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 2.

3. Business Combinations and Goodwill

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 3.

4. Discontinued Operations

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 4.

5. Investments

D. Loan Backed and Structured Securities 

(1) Principal prepayment assumptions for loan-backed and structured securities are obtained from broker-dealers, 
independent providers of broker-dealer estimates, or internal models. 

(2) There were no loan-backed and structured securities with a recognized other-than-temporary impairment where the 
Company has either the intent to sell the securities or lacks the ability or intent to retain the securities as of the 
statement date.   

(3) The following table details loan-backed and structured securities with a recognized other-than-temporary 
impairment recorded in 2018 where the Company has the intent and ability to hold the securities for sufficient time 
to recover the amortized cost: 

(4) The following table summarizes loan-backed and structured securities in an unrealized loss position as of March 
31, 2018: 

Total <12 Months 12+ Months

Fair Value 2,052,505,468$   1,701,774,692$   350,730,776$   

Unrealized Loss 44,637,711$   28,509,790$   16,127,921$   

The carrying value and fair value of all loan-backed and structured securities, regardless of whether the security is 
in an unrealized loss position, was $3,880,368,284 and $3,926,605,230, respectively. 

(5) The Company periodically reviews its debt securities and equities on a case-by-case basis to determine if any decline 
in fair value to below amortized cost is other-than-temporary.  Factors considered in determining whether a decline 
is other-than-temporary include the length of time a security has been in an unrealized loss position, reasons for the 
decline in value, expectations for the amount and timing of a recovery in value, and the Company’s intent and ability 
not to sell a security prior to a recovery in fair value. 

Securities the Company determines are underperforming or potential problem securities are subject to regular 
review.  To facilitate this review, securities with significant declines in value or where other objective criteria 
evidencing credit deterioration have been met, are included on a watch list.  Among the criteria for securities to be 
included on a watch list are: credit deterioration that has led to a significant decline in fair value of the security; a 
significant covenant related to the security has been breached; or an issuer has filed or indicated a possibility of 
filing for bankruptcy, has missed or announced it intends to miss a scheduled interest or principal payment, or has 
experienced a specific material adverse change that may impair its creditworthiness. 

1 2 3 4 5 6 7

Book/Adj

Carrying Value Recognized Amortized cost Financial

Amortized cost other-than- after other-than Statement

before current Projected temporary temporary Reporting

CUSIP period OTTI Cash Flows impairment impairment Fair Value Period

05948KE88 5,814,720  5,747,089  67,631  5,747,089  5,628,798  Q1-2018

Total 67,631  
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In performing these reviews, the Company considers the relevant facts and circumstances relating to each 
investment and exercises considerable judgment in determining whether a security is other-than-temporarily 
impaired.  Assessment factors include judgments about an obligor’s current and projected financial position, an 
issuer’s current and projected ability to service and repay its debt obligations, the existence of, and realizable value 
of, any collateral supporting the obligations, and the macro-economic and micro-economic outlooks for specific 
industries and issuers.  This assessment may also involve assumptions regarding underlying collateral such as 
prepayment rates, default and recovery rates, and third-party servicing capabilities. 

E.    Dollar Repurchase Agreements and/or Securities Lending Transactions 

(3) b. The aggregate fair value of all securities acquired from the sale, trade, or use of the accepted collateral (reinvested
collateral) was $74,697,927 and $64,246,292 as of March 31, 2018 and December 31, 2017, respectively. 

F. Repurchase Agreements Transactions Accounted for as Secured Borrowing – Cash Taker 

(1) The Company routinely enters into repurchase agreements whereby the Company agrees to sell and repurchase 
securities.  Repurchase agreements are accounted for as collateralized borrowings.  Collateral securities sold under 
such agreements continue to be included in invested assets. Proceeds received from the sale of securities subject 
to repurchase agreements are included in liabilities.   

(2) Type of Repo Trades Used 

First Quarter

a. Bilateral Yes

b. Tri-Party No

(3) Original (Flow) & Residual Maturity 

Minimum Maximum

Average Daily 

Balance

Ending 

Balance

b. Overnight -$    826,117,292$     151,872,353$     -$   

c. 2 Days to 1 Week -$    441,282,500$     200,852,427$     -$   

d. >1 Week to 1 Month -$   219,629,453$     39,030,099$       -$   

First Quarter

(4) The Company had no securities sold and/or acquired that resulted in default. 

(5) Securities Sold Under Repo – Secured Borrowing 

Minimum Maximum

Average Daily 

Balance

Ending 

Balance

a. BACV XXX XXX XXX -$    

b. Nonadmitted - Subset of BACV XXX XXX XXX -$    

c. Fair Value -$   902,028,452$     373,669,538$    -$    

First Quarter

(6) Securities Sold Under Repo – Secured Borrowing by NAIC Designation 

Ending Balance NAIC 1

a. Bonds - BACV -$   

b. Bonds - FV -$   

(7) Collateral Received – Secured Borrowing 

Minimum Maximum

Average Daily 

Balance

Ending 

Balance

a. Cash -$   973,101,788$   391,754,879$   -$    

b. Securities (FV) -$   -$   -$       -$    

First Quarter

(8) Cash & Non-Cash Collateral Received – Secured Borrowing by NAIC Designation 

Ending Balance NAIC 1

b. Bonds - FV -$   
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(9) Allocation of Aggregate Collateral by Remaining Contractual Maturity 

Fair Value

a. Overnight and Continuous -$   

b. 30 Days or Less -$   

c. 31 to 90 Days -$   

d. >90 Days -$   

(10) Allocation of Aggregate Collateral Reinvested by Remaining Contractual Maturity 

Amortized Cost Fair Value

a. 30 Days or Less -$   -$    

b. 31 to 60 Days -$    -$    

c. 61 to 90 Days -$    -$    

d. 91 to 120 Days -$    -$    

e. 121 to 180 Days -$   -$    

f. 181 to 365 Days -$   -$    

g. 1 to 2 Years -$    -$    

h. 2 to 3 Years -$    -$    

i. >3 Years -$    -$    

(11) Liability to Return Collateral – Secured Borrowing (Total) 

Minimum Maximum

Average Daily 

Balance

Ending 

Balance

a. Cash (Collateral - All) -$   973,101,788$     391,754,879$     -$    

b. Securities Collateral (FV) -$   -$                    -$                    -$    

First Quarter

G. Reverse Repurchase Agreements Transactions Accounted for as Secured Borrowing 

The Company does not have reverse repurchase agreements. 

H. Repurchase Agreements Transactions Accounted for as a Sale 

The Company did not have repurchase agreements accounted for as a sale during 2018 or 2017. 

I. Reverse Repurchase Agreements Transactions Accounted for as a Sale 

The Company does not have reverse repurchase agreements.  

M. Working Capital Finance Investments 

(2) The Company does not have working capital finance investments. 

(3) The Company did not have any defaults on working capital finance investments. 

N. Offsetting and Netting of Assets and Liabilities 

The Company reports derivatives, repurchase agreements and securities lending assets and liabilities on a gross basis. 

No other significant changes have occurred since 12/31/2017 that warrant disclosure in Note 5.  

6. Joint Ventures, Partnerships and Limited Liability Companies

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 6.

7. Investment Income

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 7.

8. Derivative Instruments

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 8.

9. Income Taxes

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 9.
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10. Information Concerning Parent, Subsidiaries and Affiliates

During the first quarter of 2018, the Company received a return of capital of $1,500,000 from its wholly owned subsidiary, Curian
Capital, LLC.

During the first quarter of 2018, the Company received a return of capital of $10,000,000 from its wholly owned subsidiary, Curian
Clearing, LLC.

No other significant changes have occurred since 12/31/2017 that warrant disclosure in Note 10.

11. Debt

B. Federal Home Loan Bank (“FHLB”) Agreements 

(1) The Company is a member of the Federal Home Loan Bank of Indianapolis primarily for the purpose of participating 
in the bank’s mortgage-collateralized loan advance program.  Members are required to purchase and hold a minimum 
amount of FHLB capital stock, plus additional stock based on outstanding advances.  Advances are in the form of debt 
or funding agreements issued to FHLB and held in the general account. 

Short-term debt is generally used for liquidity and long-term debt is used to fund qualifying construction projects. 
Debt is reported in borrowed money in the financial statements.  Funding agreements are reported in liability for 
deposit-type contracts in the financial statements.  The Company calculated the maximum borrowing capacity in 
accordance with current FHLB capital stock and limitations in the FHLB credit policy. 

(2) FHLB Capital Stock 

March 31, 2018 December 31, 2017

Membership Stock - Class A -$    -$    

Membership Stock - Class B 22,098,000$    22,098,000$    

Activity Stock 68,640,500$    95,831,800$    

Excess Stock 34,653,600$    7,462,300$    

Aggregate Total 125,392,100$    125,392,100$    

Actual or Estimated Borrowing Capacity as 

Determined by the Insurer 2,786,491,054$    2,786,489,943$    

Not Eligible Less 6 Months 1 to Less

Current Year for Than to Less Than Than 3 to 5

Total Redemption 6 Months 1 Year 3 Years Years

Class A -$   -$   -$   -$    -$   -$   

Class B 22,098,000$   22,098,000$   -$   -$    -$   -$   

Membership 

Stock

Eligible for Redemption

(3) Collateral Pledged to FHLB 

Fair Value

March 31, 2018 3,076,784,787$      3,090,163,420$      2,016,411,054$    

December 31, 2017 4,095,850,213$      4,021,892,481$      2,620,661,054$    

Carrying Value

Aggregate Total 

Borrowing

Total collateral pledged

Maximum Amount Pledged during the Reporting Period 

Fair Value

Period ended March 31, 2018 4,095,850,213$      4,021,892,481$      2,620,661,054$      

Period ended December 31, 2017 4,327,238,599$      4,266,699,675$      2,770,661,054$      

Aggregate Total 

BorrowingCarrying Value

(4) Borrowing from FHLB 

Total Total

Debt

Short-term -$   XXX 600,000,000$   XXX

Long-term 83,171,054  XXX 87,421,054  XXX

Funding Agreements 1,933,240,000  1,933,240,000$   1,933,240,000  1,933,240,000$   

Aggregate Total 2,016,411,054$   1,933,240,000$   2,620,661,054$   1,933,240,000$   

March 31, 2018

Funding Agreements 

Reserves Established

December 31, 2017

Funding Agreements 

Reserves Established
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Maximum Amount Borrowed during the Reporting Period 

2018

Debt 687,421,054$    

Funding Agreements 1,933,240,000  

Aggregate Total 2,620,661,054$      

Does the company have prepayment obligations under the following arrangements? 

Debt No

Funding Agreements Yes

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit
Plans

A. Defined Benefit Plan

The Company does not offer a defined benefit plan.

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 12.

13. Capital and Surplus, Shareholders' Dividend Restrictions and Quasi-Reorganizations

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 13.

14. Liabilities, Contingencies and Assessments

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 14.

15. Leases

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 15.

16. Information about Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentrations of Credit Risk

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 16.

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

B(2)b.  The Company does not have servicing assets or liabilities.

B(4)a.  Not applicable.

B(4)b.  Not applicable.

C.  Wash Sales - No reportable wash sales have occurred during the year.

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 17.

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured Plans

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 18.

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 19.
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20. Fair Value Measurements

A. (1) Fair Value Measurements at Reporting Date 

Des criptio n Leve l 1 Level 2 Leve l 3 To ta l

As s e ts  a t fa ir value :

Co rpo rate  bo nds -$     8,005,160$    -$     8,005,160$    -$    

Res identia l mo rtgage-backed s ecuritie s -   269,878   -   269,878   -  

Co mmo n s to ck 384,822,411   60,738,836   110,906  445,672,153  -  

Othe r inves ted as s e ts -   1,187,771,495   -   1,187,771,495   1,187,771,495   

Deriva tives  (a) -   1,323,795,901   3,870,024   1,327,665,925   -  

Separa te  acco unt a s s ets -   164,103,946,734   -   164,103,946,734   -  

To ta l a s s e ts  a t fa ir value 384,822,411$     166,684,528,004$     3,980,930$   167,073,331,345$     1,187,771,495$     

Liabilitie s  a t fa ir va lue :

Deriva tives -$                            24,398,123$     -$     24,398,123$     -$    

(a ) Excludes  interes t ra te  s waps  meas ured o n a  co s t bas is  in acco rdance  with the  pe rmitted practice  (s ee  No te  1).

NAV Included in 

Leve l 2

(2) Financial Assets Measured at Fair Value Using Significant Unobservable Inputs (Level 3): 

To ta l ga ins To tal gains

Balance Trans fe rs Trans fe rs and (lo s s es ) and (lo s s es ) Ba lance

 a t in o ut included in inc luded in  at

Des criptio n 12/31/2017 Leve l 3 Level 3 Ne t Inco me Surplus P urchas es Is s uances Sa les Se ttlements 3/31/2018

Co mmo n s to ck 110,906$     -$     -$     -$     -$     -$     -$     -$     -$     110,906$     

Other inves ted

as s e ts 1,127,733,197   -   (1,127,733,197)   -  -   -   -   -   -   -   

Deriva tives 5,931,422   -   -   (6,650,000)   4,588,602   -   -   -   -   3,870,024   

To tal 1,133,775,525$   -$     (1,127,733,197)$   (6,650,000)$     4,588,602$     -$     -$     -$     -$     3,980,930$     

There were no significant amounts transferred into or out of Level 1 or Level 2 during the period. 

(3) The Company’s policy for determining and disclosing transfers between levels is to recognize transfers using 
beginning-of-year balances. 

(4) Fixed Maturity and Equity Securities 

The fair values for fixed maturity and equity securities are determined by management using information available from 
independent pricing services, broker-dealer quotes, or internally derived estimates. Priority is given to publicly available 
prices from independent sources, when available.  Securities for which the independent pricing service does not provide a 
quotation are either submitted to independent broker-dealers for prices or priced internally.  Typical inputs used by these 
three pricing methods include, but are not limited to, reported trades, benchmark yields, credit spreads, liquidity premiums, 
and/or estimated cash flows based on default and prepayment assumptions.  

As a result of typical trading volumes and the lack of specific quoted market prices for most fixed maturities, independent 
pricing services will normally derive the security prices through recently reported trades for identical or similar securities, 
making adjustments through the reporting date based upon available market observable information as outlined above. If 
there are no recently reported trades, the independent pricing services and brokers may use matrix or pricing model 
processes to develop a security price where future cash flow expectations are developed based upon collateral performance 
and discounted at relevant market rates.  Certain securities are priced using broker-dealer quotes, which may utilize 
proprietary inputs and models. Additionally, the majority of these quotes are non-binding.  

Included in the pricing of asset-backed securities are estimates of the rate of future prepayments of principal over the 
remaining life of the securities. Such estimates are derived based on the characteristics of the underlying structure and 
prepayment assumptions believed to be relevant for the underlying collateral.  Actual prepayment experience may vary 
from these estimates. 

Internally derived estimates may be used to develop a fair value for securities for which the Company is unable to obtain 
either a reliable price from an independent pricing service or a suitable broker-dealer quote. These estimates may 
incorporate Level 2 and Level 3 inputs and are generally derived using expected future cash flows, discounted at market 
interest rates available from market sources based on the credit quality and duration of the instrument to determine fair 
value.  For securities that may not be reliably priced using these internally developed pricing models, a fair value may be 
estimated using indicative market prices.  These prices are indicative of an exit price, but the assumptions used to establish 
the fair value may not be observable or corroborated by market observable information and, therefore, are considered to 
be Level 3 inputs. 

The Company performs a monthly analysis on the prices and credit spreads received from third parties to ensure that the 
prices represent a reasonable estimate of the fair value.  This process involves quantitative and qualitative analysis and is 
overseen by investment and accounting professionals.  Examples of procedures performed include, but are not limited to, 
initial and on-going review of third party pricing service methodologies, review of pricing statistics and trends, back testing 
recent trades and monitoring of trading volumes.  In addition, the Company considers whether prices received from 
independent brokers represent a reasonable estimate of fair value through the use of internal and external cash flow models, 
which are developed based on spreads and, when available, market indices.  As a result of this analysis, if the Company 
determines there is a more appropriate fair value based upon the available market data, the price received from the third 
party may be adjusted accordingly. 
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For those securities that were internally valued at March 31, 2018 and December 31, 2017, an internally developed model 
was used to determine the fair value.  The pricing model used by the Company utilizes current spread levels of similarly 
rated securities to determine the market discount rate for the security.  Furthermore, appropriate risk premiums for 
illiquidity and non-performance are incorporated in the discount rate.  Cash flows, as estimated by the Company using 
issuer-specific default statistics and prepayment assumptions, are discounted to determine an estimated fair value. 

On an ongoing basis, the Company reviews the independent pricing services’ valuation methodologies and related inputs, 
and evaluates the various types of securities in its investment portfolio to determine an appropriate fair value hierarchy 
distribution based upon trading activity and the observability of market inputs. Based on the results of this evaluation, each 
price is classified into Level 1, 2, or 3. Most prices provided by independent pricing services, including broker quotes, are 
classified into Level 2 due to their use of market observable inputs. 

Other Invested Assets 

Other invested assets include investments in limited partnerships and real estate.  Fair value for limited partnerships is 
determined by using the proportion of Jackson’s investment in each fund (NAV equivalent) as a practical expedient for 
fair value.  No adjustments to these amounts were deemed necessary at March 31, 2018. 

Derivative Instruments 

Fair value of derivative instruments reflects the estimated amounts, net of payment accruals, which the Company would 
receive or pay upon sale or termination of the contracts at the reporting date. Derivatives priced using valuation models 
incorporate inputs that are predominantly observable in the market. Inputs used to value derivatives include, but are not 
limited to, interest rate swap curves, credit spreads, interest rates, counterparty credit risk, equity volatility and equity index 
levels.  

Derivative instruments classified as Level 1 include futures, which are traded on active exchanges. 

Derivative instruments classified as Level 2 include interest rate swaps, cross currency swaps, credit default swaps, put 
swaptions and equity index call and put options. These derivative valuations are determined using pricing models with 
inputs that are observable in the market or can be derived principally from, or corroborated by, observable market data. 

Derivative instruments classified as Level 3 include interest rate contingent options that are valued by third-party pricing 
services utilizing significant unobservable inputs. 

Fair Values of Separate Account Assets and Liabilities 

Separate account assets are invested in mutual funds, which are categorized as Level 2 assets.  The value of separate 
account liabilities are set equal to the value of separate account assets. 

B. The Company provides additional fair value information in Note 5. 

C. The following tables detail the aggregate fair value of the Company’s financial instruments: 

Not

Agg regate Admit ted Pract icab le NAV includ ed

Descrip tio n Fair Value Value Level 1 Level 2 Level 3 Carrying  Value in Level 2

Assets :

Bond s 44 ,96 4 ,22 3 ,34 5$    43 ,836 ,24 7,130$     5,379 ,2 26 ,164$   39 ,58 4 ,99 5,775$     1,4 06$     -$     -$     

Preferred  s tock 17   -  -   -  17  -   -   

Commo n s to ck 4 45,6 72 ,153  4 45,672 ,153   38 4 ,82 2 ,411   6 0 ,738 ,8 36  110 ,9 06   -   -   

Mortgage lo ans 8 ,4 14 ,067,59 3  8 ,4 14 ,06 7,59 3   -   -  8 ,414 ,06 7,593   -   -   

Cash and  cash eq uivalents 783 ,99 8 ,88 1  78 3 ,99 8 ,88 1   78 3 ,9 98 ,8 81  -  -  -   -   

Po licy loans 4 ,460 ,319 ,44 8  4 ,46 0 ,319 ,4 48   -   -  4 ,46 0 ,319 ,4 48   -   -   

Derivat ives 1,4 99 ,714 ,650  1,327,66 5,92 5  -   1,49 5,8 44 ,6 26  3 ,8 70 ,0 24   -   -   

Other invested  as sets 1,187,771,49 5  1,187,771,49 5   -   1,187,771,4 95   -  -   1,187,771,4 95  

Securit ies  lend ing  as sets 74 ,69 7,92 7   74 ,69 7,92 7  74 ,6 97,9 27   -  -  -   -   

Separate account  as sets 164 ,103 ,94 6 ,73 4   164 ,10 3 ,94 6 ,73 4  -   16 4 ,10 3 ,9 46 ,734  -  -   -   

To tal as sets 2 25,934 ,412 ,24 3$   22 4 ,63 4 ,38 7,2 86$  6 ,62 2 ,745,3 83$  20 6 ,43 3 ,2 97,4 66$   12 ,878 ,3 69 ,3 94$  -$     1,187,771,4 95$   

Liab ilit ies :

Reserves fo r life insurance

and  annuit ies  (1) 42 ,9 58 ,075,28 6$     34 ,572 ,650 ,4 93$     -$     1,09 6 ,34 9 ,0 55$     41,861,72 6 ,2 31$    -$     -$     

Liab ility fo r depo sit -type co ntracts 10 ,20 9 ,69 4 ,96 7  10 ,2 51,06 3 ,875   -   -  10 ,20 9 ,6 94 ,9 67   -   -   

Fund s held  und er reinsurance t reaties  3 ,942 ,03 9 ,14 9  3 ,933 ,84 2 ,777  -   -  3 ,94 2 ,03 9 ,149   -   

Payab le fo r s ecurities  lend ing 74 ,69 7,92 7   74 ,69 7,92 7  -   74 ,69 7,9 27  -  -   -   

Separate account  liab ilities 164 ,103 ,94 6 ,73 4   164 ,10 3 ,94 6 ,73 4  -   16 4 ,10 3 ,9 46 ,734  -  -   -   

Derivat ives 24 ,39 8 ,12 3  2 4 ,39 8 ,123   -   2 4 ,39 8 ,123   -  -   -   

Borrowed  money and  interest  thereon 83 ,222 ,179   83 ,22 2 ,179  -   8 3 ,22 2 ,179  -  -   -   

To tal liab ilit ies 2 21,3 96 ,074 ,36 5$   2 13 ,04 3 ,82 2 ,108$    -$     165,38 2 ,614 ,0 18$    56 ,013 ,4 60 ,3 47$  -$     -$     

(1) Annuity reserves  represent  only the compo nents  o f d ep os its  o n investment  co ntracts  that are co ns id ered  to  be financial ins t ruments .

March 3 1, 20 18
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No t

Aggregate Admitted P rac ticable

Des criptio n Fair Va lue Va lue Level 1 Level 2 Leve l 3 Ca rrying Value

As s ets :

Bo nds 46,287,964,830$     43,842,502,404$     5,629,082,589$     40,658,880,455$    1,786$     -$     

P referred s to c k 17   -  -   -   17   -   

Co mmo n s to ck 137,288,484   137,288,484  125,410,794   11,766,784   110,906   -   

Co mmercia l mo rtgage s 8,554,827,123   8,441,517,338   -   -   8,554,827,123   -   

Cas h and c as h equivalents 990,423,576   990,423,576   990,423,576   -   -   -   

P o licy lo ans 4,468,857,765   4,468,857,765   -   -   4,468,857,765   -   

Deriva tives 2,172,520,591   1,754,628,491   -   2,166,589,169   5,931,422   -   

Othe r inves ted a s s e ts 1,127,733,197   1,127,733,197   -   -   1,127,733,197   -   

Securities  lending a s s e ts 64,246,292   64,246,292   64,246,292   -   -   

Separa te  acco unt a s s e ts 164,905,514,891   164,905,514,891   -   164,905,514,891   -   -   

To ta l as s e ts 228,709,376,766$      225,732,712,438$      6,809,163,251$    207,742,751,299$      14,157,462,216$     -$     

Liabilitie s :

Res erves  fo r life  ins urance

and annuities  (1) 44,559,244,506$     34,788,166,064$     -$     1,184,999,253$     43,374,245,253$     -$     

Liability fo r depo s it-type  co ntra c ts 10,295,264,367   10,250,092,362   -   -   10,295,264,367  -   

Funds  he ld unde r re ins urance  tre a ties 3,604,525,309   3,882,673,451   -   -   3,604,525,309   

Securities  lending liabilities 64,246,292   64,246,292   -   64,246,292   -   -   

Separa te  acco unt liabilities 164,905,514,891   164,905,514,891   -   164,905,514,891   -   -   

Debt 687,532,522   687,532,522   -   687,532,522   -   -   

To ta l lia bilities 224,116,327,887$     214,578,225,582$      -$     166,842,292,958$      57,274,034,929$     -$     

(1) Annuity res erves  repres e nt o nly the  co mpo nents  o f de po s its  o n inves tment c o ntrac ts  tha t a re  co ns idered to  be  financ ia l ins trume nts .

Dec ember 31, 2017

D. At March 31, 2018 and December 31, 2017, the Company had no financial instruments for which it was not practicable to 
estimate fair value. 

21. Other Items

At March 31, 2018, the Company recorded $100,000,000 additional voluntary variable annuity guaranteed benefit reserves in excess
of those required under minimum statutory standards as defined in Actuarial Guideline XLIII to partially mitigate C-3 Phase II
charges.  There were no reserves recorded at December 31, 2017.

No other significant changes have occurred since 12/31/2017 that warrant disclosure in Note 21.

22. Events Subsequent

The Company is not aware of any events occurring subsequent to the balance sheet date which require disclosure to keep the
financial statements from being misleading or that may have a material effect on the financial condition of the Company.

23. Reinsurance

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 23.

24. Retrospectively Rated Contracts & Contracts Subject to Redetermination

The Company does not issue health insurance, and therefore, does not have premium subject to the risk sharing provisions of the
Affordable Care Act.

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 24.

25. Change in Incurred Losses and Loss Adjustment Expenses

The Company does not have incurred losses or loss adjustment expenses that require disclosure in Note 25.

26. Intercompany Pooling Arrangements

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 26.

27. Structured Settlements

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 27.

28. Health Care Receivables

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 28.

29. Participating Policies

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 29.

30. Premium Deficiency Reserves

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 30.

31. Reserves for Life Contracts and Annuity Contracts

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 31.
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32. Analysis of Annuity Actuarial Reserves and Deposit Type Liabilities by Withdrawal Characteristics

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 32.

33. Premium and Annuity Considerations Deferred and Uncollected

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 33.

34. Separate Accounts

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 34.

35. Loss/Claim Adjustment Expenses

Significant changes have not occurred since 12/31/2017 that warrant disclosure in Note 35.
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JACKSON NATIONAL ASSET

SQUIRE REASSURANCE COMPANY LLC

(FEIN: 98-0396280)

DISTRIBUTORS LLC

JACKSON NATIONAL LIFE

SQUIRE CAPITAL I  LLC

(FEIN: 26-2773815)

PGDS (US ONE) LLC

(FEIN: 98-0486145)

COMPANY OF NEW YORK

JACKSON NATIONAL LIFE INSURANCE

(BERMUDA) LTD

(FEIN: 13-3389961)

JACKSON NATIONAL LIFE

CURIAN CAPITAL, LLC

(FEIN: 30-0024958)

HERMITAGE MANAGEMENT, LLC

(FEIN: 38-1659835)

MANAGEMENT, LLC

(FEIN: 81-4426599)

BRIER CAPITAL LLC

(FEIN: 98-0343908)

PRUDENTIAL (US HOLDCO 1) LIMITED

JACKSON HOLDINGS LLC

INSURANCE COMPANY (MI)

(FEIN: 20-5383763)

(FEIN: 38-1659835)

BROOKE (HOLDCO 1) INC

BROOKE LIFE INSURANCE

COMPANY (MI)

CURIAN CLEARING LLC

(FEIN: 20-1422038)

(NAIC: 65056; FEIN: 38-1659835)

(FEIN: 98-0486152)

(FEIN: 38-3241867)

PRUDENTIAL plc

(ULTIMATE PARENT COMPANY)
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STATEMENT AS OF MARCH 31, 2018 OF THE  JACKSON NATIONAL LIFE INSURANCE COMPANY

OVERFLOW PAGE FOR WRITE-INS

Additional Write-ins for Assets Line 25
Current Statement Date 4

1

Assets

2

Nonadmitted Assets

3
Net Admitted Assets 

(Cols. 1 - 2)

December 31
Prior Year Net

Admitted Assets

2504. Goodwill and value of business acquired 216,981,798 0 216,981,798 229,263,787 
2505. Prepaid operating expenses 10,083,887 10,083,887 0 0 
2597. Summary of remaining write-ins for Line 25 from overflow page 227,065,685 10,083,887 216,981,798 229,263,787 

Additional Write-ins for Liabilities Line 25
1

Current
Statement Date

2
December 31

Prior Year
2504. Interest payable on death claims 32,301,689 32,768,704 
2505. Interest payable - surplus note 905,556 5,999,306 
2506. Investment escrow & unallocated proceeds 45,833,676 21,373,848 
2507. Unclaimed property 29,113,123 25,535,193 
2508. Collateral payable 574,128,000 1,040,748,000 
2597. Summary of remaining write-ins for Line 25 from overflow page 682,282,044 1,126,425,051 

Additional Write-ins for Summary of Operations Line 8.3
1

Current Year
To Date

2
Prior Year
To Date

3
Prior Year Ended

December 31
08.304. Reinsurance experience and other refunds 774,140 (1,283,829) (16,316)
08.305. IMR transferred on reinsurance settlement 0 (24,705,677) (24,705,677)
08.397. Summary of remaining write-ins for Line 8.3 from overflow page 774,140 (25,989,506) (24,721,993)

Additional Write-ins for Summary of Operations Line 27
1

Current Year
To Date

2
Prior Year
To Date

3
Prior Year Ended

December 31
2704. Reinsurance on in-force business (3,582,896) (8,670,694) (17,841,466)
2705. IMR transferred on reinsurance settlement 0 (24,705,677) (24,705,677)
2797. Summary of remaining write-ins for Line 27 from overflow page (3,582,896) (33,376,371) (42,547,143)
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U.S. INITIAL PURCHASERS NON U.S. INITIAL PURCHASERS 

  

  

Deutsche Bank Securities Inc. 
60 Wall Street 

New York, New York 10005 

United States of America 

Deutsche Bank AG, London Branch 

Winchester House 

1 Great Winchester Street 

London EC2N 2DB 

United Kingdom 

  

  

Barclays Capital Inc. 

745 Seventh Avenue 

New York, New York 10019 

United States of America 

Barclays Bank PLC 

5 The North Colonnade 

Canary Wharf 

London E14 4BB 

United Kingdom 

  

  

BMO Capital Markets Corp. 

3 Times Square 

New York, New York 10036 

United States of America 

BMO Nesbitt Burns Inc. 

100 King Street West  

Toronto, Ontario, M5X 1H3 

Canada 
  

  

CIBC World Markets Corp. 

300 Madison Avenue, 5th Floor 

New York, New York 10017 

United States of America 

CIBC World Markets Inc. 

161 Bay Street, Fifth Floor 

Toronto, Ontario M5J 2S8 

Canada 

  

  

Citigroup Global Markets Inc. 

388 Greenwich Street 

New York, New York 10013 

United States of America 

Citigroup Global Markets Limited 

Citigroup Centre 

Canada Square 

Canary Wharf 

London E14 5LB 

United Kingdom 

  

  

Credit Suisse Securities (USA) LLC 

Eleven Madison Avenue 

New York, New York 10010 

United States of America 

Credit Suisse Securities (Europe) Limited 

One Cabot Square 

London E14 4QJ 

United Kingdom 

  

  

Goldman Sachs & Co. LLC 

200 West Street 

New York, New York 10282 

United States of America 

Goldman Sachs International 

Peterborough Court 

133 Fleet Street 

London EC4A 2BB 

United Kingdom 

  

  

HSBC Securities (USA) Inc. 

452 Fifth Avenue 

New York, New York 10018 

United States of America 

HSBC Bank plc 

8 Canada Square 

London E14 5HQ 

United Kingdom 

  

  

 HSBC Securities (Canada) Inc. 

70 York Street, 9th Floor 

Toronto, Ontario M5J 1S9 

Canada 

  

  

J.P. Morgan Securities LLC 

383 Madison Avenue  
 



 

 
 

New York, New York 10179 

United States of America 

  

  

Jefferies LLC 

520 Madison Avenue, 8th Floor 

New York, New York 10022 

United States of America 

Jefferies International Limited 

Vintners Place 

68 Upper Thames Street 

London EC4V 3BJ 

United Kingdom 

  

  

Merrill Lynch, Pierce, Fenner & Smith Incorporated 

One Bryant Park 

New York, New York 10036 

United States of America 

Merrill Lynch Canada Inc. 

BCE Place, Wellington Tower 

181 Bay Street 

4th & 5th Floors 

Toronto, Ontario M5J 2V8 

Canada 

  

  

 Merrill Lynch International 

2 King Edward Street 

London EC1A 1HQ 

United Kingdom 

  

  

Morgan Stanley & Co. LLC 

1585 Broadway 

New York, New York 10036 

United States of America 

Morgan Stanley & Co. International plc 

25 Cabot Square 

Canary Wharf 

London E14 4QA 

United Kingdom 

  

  

nabSecurities, LLC 

28th Floor, 245 Park Avenue 

New York, New York 10167 

United States of America 

National Australia Bank Limited 

Level 25, 255 George Street 

Sydney, NSW 2000 

Australia 

  

  

TD Securities (USA) LLC 

31 West 52nd Street, 2nd Floor 

New York, New York 10019 

United States of America 

TD Securities Inc. 

222 Bay Street, 7th Floor 

Toronto, Ontario M5K 1A2 

Canada 

  

  

 The Toronto-Dominion Bank 

60 Threadneedle Street 

London EC2R 8AP 

United Kingdom 

  

  

UBS Securities LLC 

1285 Avenue of the Americas 

New York, New York 10019 

United States of America 

UBS Limited 

5 Broadgate 

London EC2M 2QS 

United Kingdom 

  

  

 UBS AG, Australia Branch 

Level 16 Chifley Tower 

2 Chifley Square 

Sydney, New South Wales 2000 

Australia 

  

  

U.S. Bancorp Investments, Inc. 
214 N. Tryon Street, 26th Floor 

 



 

 
 

Charlotte, North Carolina 28202 

United States of America 

  

  

Wells Fargo Securities, LLC 

550 South Tryon Street 

Charlotte, North Carolina 28202 

United States of America 

Wells Fargo Securities International Limited 

1 Plantation Place 

30 Fenchurch Street 

London EC3M 3BD 

United Kingdom 

 



 

 
 

JACKSON NATIONAL LIFE GLOBAL FUNDING 

c/o Wilmington Trust Company 

Rodney Square North 

1100 North Market Street 

Wilmington, Delaware 19890-0001 

TRUSTEE 

Wilmington Trust Company 

not in its individual capacity but solely as Administrative Trustee for 

Jackson National Life Global Funding 

Rodney Square North 

1100 North Market Street 

Wilmington, Delaware 19890-0001 

INDENTURE TRUSTEE 

Citibank, N.A. 

Citigroup Centre  

Canada Square, Canary Wharf 

London, E14 5LB 

PRINCIPAL PAYING AGENT,  

REGISTRAR AND TRANSFER AGENT 

Citibank, N.A. 

Citigroup Centre 

Canada Square, Canary Wharf 

London, E14 5LB 

IRISH PAYING AGENT 

Citibank International Limited 

1 North Wall Quay 

Dublin 1, Ireland 

IRISH LISTING AGENT 

Arthur Cox Listing Services Limited 

Ten Earlsfort Terrace 

Dublin 2, Ireland 

 

LEGAL ADVISERS 

To the Initial Purchasers, the Trust and 

each Series Trust as to United States 

Federal and New York law 

To Jackson 

as to United States Federal 

and New York law 

 

To the Trust and each Series Trust 

as to Delaware law 

Sidley Austin LLP 

One South Dearborn 

Chicago, Illinois 60603 

Willkie Farr & Gallagher LLP 

787 Seventh Avenue 

New York, New York 10019 

Richards, Layton & Finger, P.A. 

One Rodney Square 

P.O. Box 551 

Wilmington, Delaware 19899 

 

INDEPENDENT AUDITORS OF 

JACKSON NATIONAL LIFE INSURANCE COMPANY 

KPMG LLP 

Suite 500 

191 West Nationwide Boulevard 

Columbus, Ohio 43215 

 

 


	Statutory net income loss: 
	Statutory capital and surplus: 


