SECURITIES AND EXCHANGE COMMISSION
[Release No. IC-27603; File No. 812-13320]

Jacksoh National Life Insurance Company, et Q.

* December 19, 2006

Agency: The Securities and Exchange Commission (“Commission”)

~ Action: Notice of application for an amended order undér Section 6(c) of the Investment
Company Act of 1940 (the "Act") _granting .exemptions f.rom. the provisi_ons of Sections 2(a)(32),
22(c) and 27(1)(2)(A) of the Ac’; and Rule 22;:—1 thereur_ldef to pennit the recapture of contract

| 'e_nhancements applied tp purchésé payments rﬁade under certain deferred variable annuity
contracts. -

Applicants: J»ackson Nationai Life Insurance Company ("Jackson National"), J ackson National
Separate Acc()unt -1 (the "JNL Separate Account"), and Jackson National Life Distributors LLCF
("Distributor," and collectively, "Applicants"). ‘

" Summary of Application: Applicants seek an order under Section 6(6) of the Act to amend an

Aexisting order, and exempting them ﬁom the provisions of Sectiohs 2(a)(32), 22(c), énd .
_27(i)(2)(A) of the Act and Rule 22¢-1 thereunder, to the extent necessary to ﬁermit the recapture, '_
under specified circumsténces, of certain contract én‘héméements appli'ed to purchase payménts '
made under the deferred variable annuity contracts described herein that Jackson National will
issue through ﬁhe JNL'S-epa.ra‘te Account (the "Contracts") as well as other contracts that Jackson
National may issue in the future through_ its existing or future sepdiéfe accounts ("Other
Accounts’f') that are substantially similar in all material feSpects_to the Contracts ("Future
Contra(;ts"). Applicants also request that the ofder b¢ing sought extend to anyx other Naﬁonai

Aésociation of Securities Dealers, Inc. ("NASD")_. member broker-dealer controlling or controlled



-
"by, or under common cOntrdI_ witﬁ, Jackson Nationél, whéther existing or created in the ﬁlture,
.that.Sewes as distributdf or prilnlcipal'underWriter for the Contracts or F utu;rev.Contracts
(.';Afﬁliatc_ed Broker-Dealers") and any successors in interest to the Applicénts. |
Filing Date: The éppli‘cation was ﬁlec_l on June 23, 2006, and amended on December 18, 2006.

‘Hearing or Notification of Hearing: An order granting the application will be issued unless the

Commission orders a hearing. Intercsfed persons may request a hearing by writing to the -

Secretary of the Commission and serving Applicants with a copy Qf the request, personally or by

mail. Hearing requests should be received by the Commission by 5:30 p.m. on January 12,2007, - -

~ and should Be accompanied by proof of service on. Appliéan_ts, in the form of an affidavit or, fof
iaWyers, a certificate of service. Hearing requests should state the natufé of the writer's -intereﬁt,
the reason for the request, and the issues contested. Persons may request notification ofa

, hearing by writing to thé Secretary of fhe Corﬁmission. |

Addresses: Secretary, Securities and Ex;:hénge 'Conimission, 100 F Street, NE, Washingt'o_n, DC
20549-1090. Applicants: c/o Jackson Nati>onal Life Insurance Company, 1 Corporate Way,
Lansing, Mi_chigan 48951, Attn: Anthony L. Dowling, Esq.; copies to Joan E. Borés, Esq.,

~ Jorden Burt LLP, 1025 Thomas Jefferson Str‘eet,.NW, Suite 40._0'East, Washingtoﬁ, DC 20007- |

0805.

For Further Information Contact: Ellen J. Saziman, Senior Counsel, at (202) 551-6762, or Harry
- Eisenstein, Branch Chief, at (202) 551-6795, Office of Insurance Products, Division of

Investment Management.

" Supplementary Information: The following is a summary of the Application. The complete
Application is avéilable for a fee from the SEC's Public Reference Branch, 100 F Street, NE,

* Washington, DC 20549 ((202) 551-8090).

Applicants’ Representaﬁons:



1. | Jackson National is a stock life insurance company organiied_ nnder _the laws of the state - -
of Michigan 1n June 1961. Its legal domicile and principal business Aaddreyss is 1 Corporate Way,
Lansing, Michigan'4895 1.7 ackson National rs adtnitted to conduct life insurance and annuity

' 'business in the District of Columbia and all states e;(eept New York. J acksen National is

p ultimately a wholly owned subsidiary of Prudential plc (London, Englan_d)., |

: 2 The JNL Separate Account tivas. estahli'shed by J ackson National on June -14, 1993,

| pursuant to the prov151ons of Michigan law and the authorlty granted under a resolutlon of

‘. Jackson National's Board of Directors. Jackson Natlonal is the deposrtor of the JNL Separate

~ Account. The JNL Separate Account meseis the deﬁmtron of a separate account" under the

federal securities laws and is registered With the Commission as a unit investment trust under the

Act (File No. 811-8664). The JNL Separate Account will fund the variable benefits available

under the Contracts. The offering of the Contraets will be registered under the Securities Act of
193‘3 (the "1933 Act").

3. The Ddstrib‘utor is a wholly owned subsidiary of Jackson National and serves as the |
dlstnbntor of the Contracts. The Drstrlbutor is reglstered with the Commlssmn asa broker—

dealer under the Securltles Exchange Act of 1934 (the "1934 Act") and is a member of the

NASD. The Dlstrlbutor énters into selhng group agreements with afﬁllated and unaffiliated

broker-dealers. The Contracts -are sold by licénsed insurance agents, where the Contracts may be |

E lawfully sold, who are registered representatives of broker-dealers that are registered under the

1934 Actand are»mernbers of the NASD.

4 | The Contracts require a'minirhu‘m initial preminm payment of $5,t)00 or $10,000 under

most eircnmstances depen‘ding on the contract ($2,000 for a qualified plan cdntract). Subsequent

payments may be made at any time during the accumulation phase. Each subsequent payment



must be at least $500 ($50 under an automatic payment pian). Prior approval of J ackson
Na_tid_nal is fequired for aggregafe premium payments of over $1,000,000.
. 5. TheContraets bermit ownefs to accumulate contract values on a fixed basis through
a'lleea'tions to one of six fixed accounts (the "F _ixed. Accdunts"), ineluding four "Guaranteed
Fixed Accounts” which offerx guafenteed crediting rates for specified periods of time (c-ﬁr‘rently,
1; 3, 5, or 7 years), and two "DCA{- Fixed Accounts" (used in connection with dellar ‘cos'f |
aireraging transfers,- each of which frorﬁ time to time offers épecial crediting rates).
6. - AThe Contracts also permit owﬁers io accumulate, cenfraet,valﬁes ona vaﬁable basis,
through allocations to 'onev or more of fh’e investment divisions of the JNL' Separate Accounts (the
"Investment Divisions," collectively with the Fixed Aceounts, the -"bA;llocation Options"). The 67
vInVestment‘Di'Visions listed in Exhibit E to the Application for an Amended Order currently are
expected to be offered under most of the Cont'racts, but additional Investment Divisions may be-
effered in the future and some of those listed could be eliminated or combined with other
.Investment Divisioﬁs ih the future. Similgrly? Future Contracts may offer additional or different
Inivestment Divisions. - |
7. Transfere among the Investment Diyisions_ are permitted. The first 15 transfers in a
.con"eract year are free; subsequent trahs-fers cost $25. Certain transfers to, from and among the
.Fixed Accounts are also permitted during the Conu'acté" aecumulaf;ion phase, but are subject to
certain adjustments and limitatior_ls. Dollar cost averaging_ and rebalahcing'transfers' are offered
" at no charge anel do not eoupt against the 15 free transfers berm_itted ea_ch -year.
8. Ifthe owner dies during the accumulation phase of the Contracts, the beneficiary named
" by the owner is paid a _death beheﬁt by Jackson Netic')nal. The _ContractS’ base death beneﬁt,
| Whieh appli_es unless an'oﬁtiona,l_deavth benefit has been elected, is a payment to the beneﬁciary '

- 'orfvthe gre‘&fer of: (1) contract value on the date Jackson National receives proof of death and



' completed clainr forms frorrr the beneﬁciary or'_(ii) the total premiums paid.under that Centract
minus arny prior wi’rhdraw'als (inc‘iuding any applicable charges and adjustrnents for such
withdrawalé, annual contract maintenarrce charges, ‘tr'ansfer charges, any‘ar)plica.ble'charges due‘
under any optierral‘endorsement and premium tdxes). | |

9. ‘The owner may also be offered certain optional endorsements .(fo'r fees described. below)
that can change the death beneﬁt paid te the be_neﬁcierry. First, an "Eamings Protectren Benefit
Endorsement" is offered to owners.v'vho are no older fhan age 75 r’vhen their Contracts are issued,
Tlris endorserrrent would add to the death benefit otherwise payablle an amount equal to a _ i
specified percenta'ge (thar varies izsfith.the owner%s age at issue) of eernidgs under the Contract up
td a c.ap of 250% of remaininé r)remium-s-(premiums not previously Withdrawn) excluding
remaining premiums paid in the 12 months prior to the date of death (ofher than the initial
premium if the owner dies in the first contract year). |

10. Second, the owner of a Contract who is age 79 or younger rnay be offered the ‘following
five optional deatrr beneﬁrs_ (state variations 'may apply) that would replace the base death
benefit: (i) a “4% Roll-Up” death benefit, (ii) a “5% Roll—Up” deat}r benefit, (iii) a “Higlresf
Anniversary Value” death benefit, (iv) a “Combination 4% Roll-Up and Highest Anniversary
 Value” death benefit or (v) a “Combi'nadion 59 Roll-Up and Highest Anniversary Value death
benefit. o

1 1.'__ The Contracts offer fixed and vaﬁ_able vers_i_ons of the following four types of annuity
payment or."income payment": iife in‘corne, joint dnd surviver,_ life annuity witlr 1.20. or 240
monthly payments guaranteed fo be paid (although not guaranteed as to amount if variable), and
income for a epeciﬁed period of 5 te 30 years'. ’Jackson N;a_tion_al may. also offer. cher income
'payment _options. 'The Co’rrtracts} may dl'se offer an e_ptional Guaranteed Mrmmum Income

- Benefit (“GMIB”) endorsement.



12 In adciition to the Earnings Protection Benefit, GMIB, and or)tional death benefit
_- enciorsernents described above and the optional-contract -enhancement endorsements described |
- below, additional optional endorsements are offered with the Contracts, several of vrhich relate
to withdrawals: (i) an endorsernent that expands the percentage of premiums (that remain
' snbj ect to '5 ‘withdrawal Vcharge) that may be withdrawn in a contract year with. no Withdraiival
charge impos_ed' from 10% to 20%; (ii) an endorsement that reduces the withdraWal charges
applicable under the Contract_and shortens the period for which \A/ithdrawal charges .are impose_d
from seven years to five years or four years; and (111) eight different Guaranteed Minimum
Withdrawal Benefit (“GMWB”) endorsements Three vanatlons of the GMWB generally allow
'subject to spec1ﬁc conditions, partial withdrawals prior to the income date that in total, equal the
amount of net premium payments made (if elected after issue, the contract_ value, less any
. recapture charges will be nsed instead of the net premium payment at issue). The gu.ara_ntee is.
effective if gross partial withdrawals ,taken within any one contract year do not exceed a
specified percentage of net premium payments. | ..
13 | _ | If one of the optional contract enhancement endorsements is elected, each time an owner:
makes a premium paymentduring the first contract year, Jackson National will add an additional
amount to the owner's contract \ialue (a "Contract Enhancement"). All Contract Enha_ncements
are paid from ’Jackson Nationalivs general accotmt .assets.b The Contract Enh_ancement is equal to
- 2%, 3%, 4%, or 5% of the ﬁemiuin payment._ At issue, a Contract owner can choose only one of
the Contract Enhance,ment endorsements_. An owner may' not elect the 3%, 4%, or 5% _COntract
. A_ Enhaneements if the 20% additional free withdrawal endorsement is elected. Jackson National
will allocate the Contract Enhancement tothe F ixeci Accounts and/or Investn_lent Di\risions in-the

same proportiOn as the premium payment allocation. The Contract Enhancement is not credited



to Aany- premiums received after the first contract &ear. If the 5% Conﬁact Enhancement is
elected, no premiums will be accepted after the flist year. - |
14. B There is an asset—ba‘sed charge for each of the Contract Enhancements. The 2% Conﬁact
Enhancement hes ;1 0:.395%]charge that applies for ﬁve‘years. The 'asset-based eharges for the )
oother Contract Enhancements‘apply fo; _seven years and are 0.42%, 0.56%, and 0.695%, |
respectiVeiy, for the 3%, 4%, and 5.% Contract Enhancem_ents.. Th’ese c_harges will also be

‘ assessed against any amounts an owner has allocated to the Fixed Accounts, re_sulting in alower

annual credited intefest rate that would apply to the Fixed Account if the Centrac'f Enhancement 4

had not been elected. |

15.  Jackson National will recapture ail or a portion of any Contract Enhancements by
imposing a recapture charée whenever an owner: (i) makes a total withdrawal within the
recapture charge p'eriod (five years after a ﬁfst year' payment in the caée of the 2% Confrac_t
Enhancement and seven years after a ﬁret year payment in the case of the other Contract

' Enhanc_ernents) or a partial Wi_thdrawal of corresponding premiums within the recapture charge
period in excess of those permitted under the Contracts' free withdrawal provisions _(including :
Afree withdraWals perlnitted’ny a20% additional free withdrawal endorsernent), unless the
withdrawal is made for certain health-related emergencies specified in the Centfacfs; (ii) e]ects to. |

‘receive payments under an income option .within the recapture eharge .period; or (iii) returns the -

Contract during the free;look period.



16.  The ém_ount of thev recapture charge varies, depending upon which Contract Enhancement
. is elected and when the charge is imposed, as follows:

| ~Contract Enhancement Recapture Charge (as a percentage of first year prerhium paymerits)

- Completed Years Since 0 1 2 3 4 5 6
Receipt of Premium- _ _ '
Recapture Charge (2% Credit) - 2% 2% 1.25% 125% 0.5% 0 0

Recapture Charge (3% Credit) 3% 3% 2% 2% 2% 1% 1%

Recapture Charge (4% Credit) 4% 4% - 25% 25% 25% 125% 1.25%
Recapture Charge (5% Credit)  4.5%  3.75% 325% 275% 2% 125% 1%

| 17, The recapture cha;ge percentage will be applied tq the corfesponding-premium reflected
1n the amount withdrawn or fhe amount applied to income bayments thét femaih S;ijec't fo a -
WithdraWal charge. The amount recaptured will be taken from the Investmeﬁt Diviéions' and the
' Fixed Accounts in the same proportion as the withdrawal charge. |
18. Recapt_ure charges w'illvbe waived upon death, Bu_t will be applied upon electing to
commence income payments, even in a sittiaﬁon where the withdrawal charge is waived. Partial
withdrawals will be deemed to remove premium payments on‘a first-in first-out basis (the order
| that entails payment of the lowest withdrawal and recapture charges).. |
"19.  Jackson National does not assess the recépme charg‘e on any paymehts paid duf as:
death benefits; withdrawals taken under free 'vﬁthdraWd.proviéioﬁs ; WithdraWals neceSsary to
~ satisfy the required minimum ' distribution of the Intemal'-ReVen-uAe Code; if p‘érmittcd 'by the
owner's state, withdrawalé of up to $250,060 froxﬁ the JNL Separéte Accqlint or from thé Fixed
~Accounts in connectibn Awith the owner's tcrmina_l illness or. if the owner ﬁeeds éxtended hospital
. of nﬁrsing home care’:as prqyided in the Coﬁtract; or if per’mittec_i by the owner's stéte,
' 'ﬁthdrawals 'bf up to 25% of contréét value ( 125% for each of twé joint owners) from the JNL
i Separate Account or from the Fixed Accounts in conneétion with certain serious medical

conditions specified in the Contract.
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20.  The contract value will reflect any gains or losses attributable to a Contract Enhancement
~ described above. Contract Enhancements, and any gains or losses attributable to a Contract
~ Enhancement, distributed under the Contracts will be considered earnings under the Contract for

tax purposes and for purposes of calculating free withdrawal amounts.

21, .‘ The Contracts have a "free-look" peiiod of ten dasfs after the owner receives the Contract.
(or any longer period required by state law). Contiact V'cilue is returned upon exercise.of free-
‘look rights by‘an owner unless state law requires the ietuni of premiums 'paid. The Contract |
'Enhé.ncernent ie'capture_ cha:ige reduces the amount returned.

22.  The INL Separate Account consists of subjéeceunts, each of which will be available
urider the JNL Separate 'Account. The sub-accounts are referred to as "Investment Divisions." N
Tlie JNL Separate Account currently eonSists of 67 Investment Divisions, and ea_cil investm_eni
Division will invest in shares of a corresponding series ("Series") of INL Series Trust ("Trust"),
or JNL Var‘ilable Fund LLC ("Fund") (collectively the "Trust and Fund"). Not all Investment
bivisions may be available. | | |

: 23 - The Trust and Fund nre.op_en-end management investment cornpanies_ registered under
the Act and their shares are iegistered under the 1933 Act. Jackson Natienal Asset Management,
. | LLC ("INAM") serves as the investment adviser for all of the Series of 'the Trust and Fund.
JNAM has retainedvsub-advvisers foi each Series. iackson National, at a later date, may '.

' determine to create additional Investment Divisions of the JNL Separate Aceonnt to invest in'any
additional Series, or other such underlying portfolio’é or othei i’nveétmehts as may now or in the -
| future be available. Similarly, Investment Division(s) of the JNL Sepaiate: Accoilnt may be .
combined or eliminated from time to time. Any changes to the Investment Divisions offered will

be effected in compiiance with the terms of the Contracts and with applicable stéte and federal


http:Any�changes.t6

laws.

24, Im addition to the Contract Enhancement charges and the Contract Enhancement

' ‘recapture charges, the JNL Contracts may‘ have the following charges: mortality and expense risk

_charge of 1.00% - 1.:45% depending on the version of the Contract (as an annual percentage of

' average daily account value); administration charge of 0.15% (as an annual percentage of H

average daily.account value); .contra_ct maintenance charge ol" $35 per year_ (waived if contract ,

value is $50,000 or more at the time the charge is imposed)' Earnings Protection'Beneﬁt charge .

of 0.30% (as an annual percentage of darly account value - only applies if related optional

endorsement is elected) GMIB charge of 0. 60% per year (0. 15% per quarter) of the "GMIB |

Benefit Base";_ GMWB charge ranging from Q.2‘O% to 1.71% per year (O.IOVOO% to 0.4250% per

quarter') of the "Guaranteed Withdrawal Balance" depending upon age at election and‘upon

‘which (if any) GMWB endorsement is elected; 20% addltlonal free withdrawal benefit charge of

0.30% or 0.40% dependlng on the Contract (as an annual percentage of daily account value -

- only. applies_ if related optional endorsement is elected); five-year withdrawal charge period

charge of 0.30% (as an annual percentage of _daily account value - only app‘liee if related optional
: endorsement is elected); four-year urithdrawal charge period charge of 0.40% (as. an annual |

percentage of dail‘y .account value - only applies if related optional endorsement is elected);

- optional death b,eneﬁt charge ranging fromv(').25% t0 0.55% (as an annual percentage of daily

. account Value ; only applies if related optional endorsement ie elected) depending upon which (if

| any) optional death beneﬁt endorsement is elected; transfer fee of $25 for each transfer in excess

of 15ina contract year (for purposes of whiclr dollar cost averaging and rebalanclng transferé are

excluded); c‘om.mutation fee that applies only upon withdrawals from income payments fora

ﬁxed period, measured lay the difference in values paid upon sucha withdrawal due to.using a

' 'discount rate of 1% greater than the assumed inVeStment rate used in computing the amounts of - ‘

10



income payments; and a wiihdré_wai chairge_ that a’ppliés to fotal Witiidréyials, pa_rﬁ‘al withdrawals
in excess of amounts permitted to be withdrawn under the Contract's frée Withdrawal provisions
- (or the 20% additional i‘ree withdrawél endorsemel_it) and ofi the inc.(ime date (t_he déte income
payments commence) if the income date-is withiii'a yéar of the -c_late_ _the‘ Contract waé issued.
| 25. ' . The withdravilal charges shown in the tablé below apply tb differing veréiohs of
Contracts. The amount of the withdrawal charge depends upon the contribution year of the -
premi_um’ withdrawn as follows: - |

Withdrawal Charge (as a perqent"age of premium pay'liients):-.

Completed Years Since Receipt S :
. of Premium 0 1 2 3 4 5 6 T+
- Withdrawal Charge (Base. 85% 8% 7% 6% 5% 4% 2% 0
Schedule for Offerings under : L '
File Nos. 333-70472 and 333-.
- 132128) - : : :
Withdrawal Charge (Bas 8% 8% 7% 6% o o .0 -0 -
~ Schedule for Offering under : :
File No. 333-119656) : A
Withdrawal Charge if Five- 8% 7% 6% 4% 2% 0 0 0
Year Period is elected (Optional :
Schedule for Offerings under
File No. 333-70472) - |
Withdrawal Charge if Four- 8% 7% 55% 35% 0. 0 0 0
Year Period is elected (Optional _
Schedule for Offering under
File No. 333-132128)

26. The»withdfawai charge is .Waive'd upon withdrawals to "s'ati'sfy the ieqiﬁred minimum -
diétributibn of the ‘Intem.al RéVenue Code (if the witlidrawal requested _e'xceéds the requireci '
minimur_n distribution, the withdrawai (_;harge'xi/ill not b_c Waived on the required minimum -
distribution) and, to the e_xtént permitted by state law, thé Withcirawal fee is waived in connection
* with withdrawals of: (i) up to $250,i)00 from the Investmerit Divisions or the Fixed Accounts of
the Contracts in connection AWiththe terminal illness of the owner of a Contract, or in »connf.:”ction

with extended hospital or nur_silig ho_mé care for the owner; and (ii) up to 25% (_12.5% each for

11



two joint owners) of contAractbv’al’ue in connecﬁon’ with certain serious medical conditions
specified in the Contract.

Applicants' Legal Analysis: -

1. Apﬁlicants state that Sectic?n 6(c) of the Act authorizes the Commission to exempt any
ﬁerson, security or transaction,A or aﬁy class or classes of peréo‘ns, securities or transactions from
 the provisions of the Act and the rules; prorﬁulgated thereunder if and to the extent that such _V _
exempﬁon is necessary or apﬁropriate in the public interest and cbnsistent with the protection 6f
‘investors aﬁd’ the _purposéé fairly int¢nd¢d by the pblicy- and proviéions of the Acf. Applicants
request that the 'Commission, pursuant to S'ecﬁon 6(c) of the Act, grant the exe'mptions_-requésted
below with re_speét fo the Contracts and any Future Contracts funded by the JNL Separate \
Account or Other Accounts that are issued by Jackson National and undermi&en or distributed
by the Distributor or Affiliated Broker-Dealers. Applicants undertake that F .uture‘Contracts ’
Mded by the Separate Account or Other Accounts, in the future; will be substantially similar in
all material_réspects’ to the Contracts. Applicants believe that the requested exemptions are |
appropriate m the pubiic interest and consistent with the protectioﬁ of investors and the pufposes
| fairly intended by the policy and prdvisions of the Act.

2. - Applicants-stat,ev that Subsection (i) éf Sectioq 27 of the Act _pr'ov-ides that S-e'cti01.1'27‘ does |
vvnot-apply fo any registeréd séparate account funding yariable insurance contracts, or to the
.'sponsor-'ing. insurance combany and principal underwriter of suéh account, excépt as prpvid’ed in
paragraph (2) of the Subseétion. Péragraph 2) provide's_ thét if shall be .uniawﬁll for such a

separafe account or sponsoﬁng ins;uran'ce ¢ombany to sella co_ntract funded by the regis;tered ,
| separate account uﬁless suph c"ontrac';t. isa recieémable security. Section 2(5)(32) defines

"redeemable security” as any sécurity, other than short-term paper, under the terms of the which ,

12



| the hqlder, upt)n presentattion to the issuer, is ct)titled tc; rec;:ive etpproximately his proportionate
share of the issuer's curreltt net assets, or the cash equivalent thereof.
' 3 ' Applicants submit that the reéapture of the Coﬁtract Enhancement in the _circutnstttnces

set forth in its Application would not deprive an owner 6f his or he.r‘ proportionate share of thé

~ issuer's current net assets. A Contract owner's intetest in the amount of the Contract |
Enhancement _alloca'ted to his or her contract value upon receipt of a premium payment is not
fully vested until five or sévencotnplete yeérs following a btémium. Until or unless the amount .

of -any Contract Enhancement is trested, j_ackson National retatins the right atnd interest in the
Cdntract Enhancement amount, although tlot in the earnings attributable to that amount. Thﬁs,

' Applicants urgé that when J ackédn Nationél recaptures any Contract Enhanéement it is simply

r,etn'eving its.-own assets, and because a Contract owner's interést in the Coﬁtract Enhancement is

not vested, the Contract owner has not been deprived of a proportionate share of the INL

) Sépetfate Account's assets, i.e., a share of the JNL Separate Account's assets propbrtionéte tt) the -
Contract ovt'ner's contract value. |
4. In atddition, Applicants réprescn‘t that it would bé patently unfair to allowa Contract
owner texercising the free-look privilege to retain the Contract Enhttncement amdultt under a
Contract that has been returned for a refund after a period‘ of only a few days. If Jackson
‘National could no't recapture th_'e. C’otltr'act Enhancement, individuals could purohasé a Contract
with no intention of rétaining it and simply return it for a quick profit. F mthermoﬁ:, Applicants

v. state that the recapture of the Contract Enhancementrelating to Withdf_aWals or feceivihg income
,payine—nts w1thm the first five or s.eve'n'years of a premium contribution is designed to protect
Jackson Nationat» against Cbntra’ct ‘owners‘not holcting the Contract for a sufﬁctent time perioct;
It would providé Jacksbn National with insufficient time to .recove'r.the cost of the Contract

~ Enhancement, to its financial detriment.

13



Cos, ~ Applicants represent that it is not administratively feasible to track the Contract
“Enhancement amount in the INL Separate Account after the Contract Enhancement(s) is apphed a
: Accordmgly, the asset-based charges apphcable to the JNL Separate Account will be assessed

agamst the entire amounts held in the INL Separate Account, including. any Contract |
Enhancement amounts. As a result, the aggregate asset—based charges assessed will be hrgher

. than those that would be charged if the Contract owner's contract value did not 1nclude any
: Contract Enhancement.

6. Applicants suB_mit that the proviSionsl for recapture of an‘y Contract AEnh.ance'ment under

the Contracts do not violate Sections 2(a)(32) and 27(1)(2)(A) of the Act. Sections 26(e) and B
27(i) were add'ed to the Act to implcment the'purposes of the National Securiti'es Markets -

' improvement A'ct. of 1996 and Congressional intent. The application of a Contract E_nhancemerit
to premi_um payments made under the Contracts should not raise any questions as to compliance
by J ackson National with the provisions of Section 27(i). However, to avoid any uncertainty as

- to full cornpliance with the Act, Applicants request an Amended Order prbvrding. exemption
from Section 2(a)(32) and 27(1)(2)(A), to the extent deemed necessary, to permit the rec_aptu're of

'l the Contract Enhancements, including the 5% Contract Enhancement under the circumstances
described herein and in the Applicatron, without the loss of relief from Section 27 provided by

| .S_ectioni 27(i). | | |
7. Appli‘cants.s'taté that Section 22(c) of the Act authorizes the Commission to make rules
-and regulations applicanle to registered investment companies and to principal underwriters of,
and dealers in, the redeemable s_ecuritie's of any registered investment company‘ to accomplish the
same purposes as contempiated by Section 22(a). ‘Rule 22¢-1 under the Act prohibits a registered '

» _investment company issuing-any redeemable sec:urity, a person d_esignated in such issue_r'.s

- prospectus as authorized to consummate transactions in any such security, and a principal
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 underwriter of, or dealer in; such .security, froiﬁ:\vsclling, redeeﬁling, or _rcpuichasing any such
security except at a price based on the current net aés_et_ value of such securitjr which is next
cdmpute'd after receipt 10f a tender of such secuﬁty for redémption or of an order to purchase or
: -Séll such security.
- 8 - Applicants state that it is p_ossibie that someone might view Jackson National's recapture
of the Contréct.‘Enhan.éements as resulting ’in.t.he. redeﬁption of redeemable securities:for a price
other than one baséd on the current net asset value of the JN I',”Separate- Account. Applicants
- 'cbn‘tend, hbwevef, that the recaptﬁre of the Contract Enhancement doés not violate Rule 22¢-1.
The recapture of some or all of the Contract Enhanc¢ment does not in.volvei éither-of the evils
_that Section 22(c) and Rule 22¢c-1 were intended to éliinin'a_te or reduce as far as reasbnably
practicable, n‘arﬁely: (i) the dilution of the value of o’utsténding redeemable securitie;s of
registéred investnient compgnies through their sale at a price below net asset value or repﬁrchase
" at a price above it, and (ii) other unfair results, including speculative tr;ciding practices. To effect
a.recapﬁlre of a Contract Enhancement, J ackson National will redeem interests in a Contract
aner's contract v;ilue at a price determined on the basis of thé current net aése_t value of the»JNL
Sepafate Account. The amount recaptured will bev .less'than or eqﬁal to the amount of the
Contract Enhancement that Jackson Na‘ti_onaﬂ paid out of its geﬁeral account as.sets.r AlthOugh’
Contract owners will be entitled to retain any investment gains a'ttributabl_é to the Conract
Ephancelﬁent. and to bear.any‘ihvestment losses attributable to the Contract Eﬂﬁancexﬁe;lf, the
aﬁaount of such gains or losses will be determined 6n the basis of the current net asset values of.
“the JNL Sepa;—éte Account. Thus, no dilution will occur upon the recapture of the Contract
', Enhancement. Ap’plic_:ants also submit thét the second harm that Rule 22c¢-1 was designed to
address, namély? speculatively tradmg practices calculated to take advantage of baékward

' pricing, will not occur as a result of the recapture of the Contract Enhancement. Because neither
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of the harms that Rule 22¢-1 was meant to address is found in the recapture ‘of the Contract .

' Enhancement Rule 22c-1 should not apply to any Contract Enhancement However to avoid

any uncertamty asto full comphance with Rule 22¢-1, Apphcants request an Amended Order

grantmg an exemptlon from the provisions of Rule 22c¢-1 to the extent deer_ned necessary to

pennit them to recapture the .Contract Enhancement "under the Contracts. |

9. Applicants submit that extending_the tequested rel‘ief to-encompass Future Contracts and

I' .Otber Accounts isappropri‘ate in the .public interest because it promotes competitiveness in the |

~ variable annulty market by eliminating the need to file redundant exemptlve applications prior to
'1ntroduc1ng new variable annurty contracts Investors would recelve no beneﬁt or addrtlonal
_protection by reqmnngVApphcants to repeatedly seek'exempuve rehef that ‘would present no J

: _issues under the Act not already addressed in the Application.

Applicants submit, for the reasons stated herein, that their exemptive request meets the
standards set out in Section 6(c) of the Act, namety, that the exemptions requested are
appropriate in the public interest-and ‘consi_stent with the protection of .investors and the'purposes |
f_'airly intended by the policy and provis.io'ns of the Act and that, therefore, the Commission |
| should grant the requested order. - |
| For the Cbmmissibn, by the Division of Investment Management, pursuant to'delegated

authority. |

Nancy M. Morris
Secretary :

16



