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MANAGEMENT REPORT 

PACIFIC LIFE FUNDING, LLC 

Background 

Pacific Life Funding, LLC (“PLF”) is an exempted company incorporated in the Cayman Islands with limited 
liability on January 23, 1998 pursuant to the Companies Law of the Cayman Islands. 

The only business activity of PLF is to issue debt instruments and to purchase funding agreements from Pacific Life. 
The indentures governing the terms of the instruments issued by PLF prohibit PLF from engaging in any other 
business activity. PLF has not issued any instruments or purchased any funding agreements since 2005. Between its 
organization in 1998 and 2005, PLF issued $5,728 million in aggregate principal amount of instruments, of which 
$2,653 million aggregate principal amount remained outstanding as of December 31, 2008. PLF issued these 
instruments in a variety of currencies and maturities that varied from one to twenty years both to institutional 
investors in a variety of jurisdictions and to retail investors in the United Kingdom, The Netherlands, Germany and 
Switzerland. 

PLF’s principal assets are funding agreements issued by Pacific Life. Each outstanding series of instruments issued 
by PLF is secured by one or more funding agreements. No instruments of a series have any right to receive 
payments under a funding agreement related to any other series of instruments. Accordingly, PLF is only able to 
make timely payments with respect to a series of instruments if Pacific Life has made all required payments under 
the funding agreements securing such series of instruments. Because PLF’s ability to satisfy its obligations under a 
series of instruments depends upon Pacific Life’s performance under the related funding agreements, this Annual 
Report includes detailed information regarding Pacific Life. See “—Pacific Life Insurance Company” below. 

The obligations of PLF evidenced by the instruments are not obligations of, and are not guaranteed or insured by, 
any other person, including, but not limited to, Pacific Life or any of its subsidiaries or affiliates. None of these 
entities nor any agent or trustee of PLF is under any obligation to provide funds or capital to PLF, except for Pacific 
Life’s payment obligations under the funding agreements and an agreement by Pacific Life to pay certain operating 
expenses of and fees to PLF. In addition, the instruments do not benefit from any insurance guaranty fund coverage 
or similar protection. 

Management 

The directors of PLF are Ms. Dianne Scott and Mr. Martin Couch. Each of the directors is also an employee of 
Maples Finance Limited. Maples Finance Limited acts as administrator to PLF (the “Administrator”). The office of 
the Administrator serves as the general business office of PLF. Through the office, and pursuant to the terms of an 
Administration Agreement between PLF and the Administrator, the Administrator performs in the Cayman Islands 
various management functions on behalf of PLF, including communications with shareholders and the general 
public, and the provision of certain clerical, administrative and other services until termination of the Administration 
Agreement. The Administrator’s principal office is P.O. Box 1093, Boundary Hall, Cricket Square, George Town, 
Grand Cayman KY1-1102, Cayman Islands. There are currently no committees of the board of directors. There are 
currently no existing or proposed service contracts between PLF or any subsidiary thereof and any of the directors of 
PLF. The directors of PLF are not currently entitled to remuneration or benefits in kind from PLF and do not 
currently hold any interests in the share capital of PLF. 

Capitalization 

The authorized share capital of the Issuer is US$50,000 divided into 50,000 ordinary shares of US$1.00 each, 1,000 
of which have been issued. All of the issued shares of PLF are fully paid and are held by Maples Finance Limited 
(the “Share Trustee”) under the terms of a Declaration of Trust dated April 15, 1998 (the “Declaration of Trust”) 
under which the Share Trustee holds the shares in trust. Under the terms of the Declaration of Trust, so long as there 
are instruments outstanding, the Share Trustee may not dispose or otherwise deal with the shares except to a person 
previously approved in writing by the indenture trustee for the instruments. It is not anticipated that any distribution 



3 
 

will be made on the shares while any instrument is outstanding. When all of the outstanding instruments have 
matured or otherwise been redeemed, it is expected that the Share Trustee will wind up the trust and make a final 
distribution to charity. The Share Trustee has no beneficial interest in, and derives no benefit (other than its fee for 
acting as Share Trustee) from, its holding of the shares. 

The following table presents PLF’s capitalization as of December 31, 2008 prepared in conformity with GAAP. The 
information as of December 31, 2008 in this table is derived from the audited GAAP financial statements of PLF as 
of December 31, 2008 and 2007 and for the years ended December 31, 2008, 2007 and 2006. 

 
December 31, 

2008 
  
Debt:  
Short-term debt .....................................................................................................  -
Long-term debt...................................................................................................... $ 2,731,881,174
  Total Debt ...........................................................................................................  2,731,881,174

  
Equity:  
Paid-in capital .......................................................................................................  1,000
Retained earnings..................................................................................................  -
Accumulated other comprehensive income ..........................................................  -
  Total Equity.........................................................................................................  1,000
  
Total capitalization.............................................................................................. $ 2,731,882,174

Development of PLF’s Business 

Other than as described herein, there were no developments having a material effect on PLF or its business during 
the year ended December 31, 2008. In addition, except as described below under “—Pacific Life Insurance 
Company,” there have been no recent developments having a material effect on PLF or its business since December 
31, 2008. As of the date of this report, there exists no condition or event that would constitute an event of default 
under the terms of the instruments of PLF that are currently outstanding. 

There are currently no indications that the business of PLF will change between the date of this report and June 30, 
2009. 

PACIFIC LIFE INSURANCE COMPANY 

Selected Consolidated GAAP Financial Information of the Company 

The following table sets forth selected consolidated GAAP financial information for the Company. You should read 
it in conjunction with the sections of the Annual Report that follow and the Audited GAAP Financial Statements 
included in this Annual Report. The preparation of financial statements in conformity with GAAP requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date 
of the financial statements and the reported amounts of revenues and expenses during the reported period. Actual 
results may differ from such estimates. Additionally, the results for past accounting periods are not necessarily 
indicative of the results to be expected for any future accounting period. 

The selected consolidated GAAP financial information for the Company as of December 31, 2008 and 2007 (other 
than “life insurance in force” and “employees” included in “Other Data”) and for the years ended December 31, 
2008, 2007 and 2006 has been derived from the Audited GAAP Financial Statements included in this Annual 
Report.  The selected consolidated GAAP financial information for the Company as of December 31, 2006 (other 
than “life insurance in force” and “employees” included in “Other Data”) has been derived from the Company’s 
audited GAAP consolidated financial statements not included in this Annual Report. 
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The group insurance business of Pacific Life and Pacific Life & Annuity Company (“PL&A”), a wholly owned 
subsidiary of Pacific Life, has been treated as a discontinued operation due to the sale of this business in April 2005.  
In addition, in March 2007, the Company classified its broker-dealer subsidiaries, other than Pacific Select 
Distributors, Inc. (“PSD”), a wholly owned subsidiary of Pacific Life, as held for sale. On June 20, 2007, a 
transaction closed whereby the Company sold certain of these broker-dealer subsidiaries to an unrelated third party. 
Proceeds from the sale included cash of $53 million and a common stock interest in the buyer's parent of $57 
million. A pre-tax gain of $54 million was recognized from this sale during the year ended December 31, 2007. On 
December 31, 2007, a transaction closed whereby the Company sold another one of its broker-dealer subsidiaries to 
subsidiary management. The Company incurred a pre-tax loss of $1 million from this transaction during the year 
ended December 31, 2007. As of December 31, 2007, one broker-dealer subsidiary remained classified as held for 
sale. On March 31, 2008, a transaction closed whereby the Company sold this held for sale subsidiary to an 
unrelated third party. The Company recognized an insignificant pre-tax gain from this transaction during the year 
ended December 31, 2008.  The broker-dealer operations that the Company sold on June 20, 2007, December 31, 
2007 and March 31, 2008 are treated as a discontinued operation for purposes of this Annual Report, including for 
purposes of the financial information in the sections of the Annual Report that follow and in the Audited GAAP 
Financial Statements. 

   Years Ended December 31, 
Consolidated Statements of Operations Data:   2008 2007 2006 
 
Revenues: 

(in millions) 
 

Policy fees and insurance premiums....................    $ 1,997  $ 1,780  $ 1,538 
Net investment income ........................................     1,997   2,114   2,042 
Net realized investment gain (loss)......................     (1,327)   (46)   62 
Net realized investment gain on interest in 

PIMCO ...........................................................
  

  109      32 
Investment advisory fees .....................................     255   327   319 
Other income .......................................................     129   98   47 

Total revenues..........................................................     3,160   4,273   4,040 
      
Benefits and Expenses:      

Interest credited to policyholder account 
balances ..........................................................

  
  1,234   1,266   1,219 

Policy benefits paid or provided ..........................     1,206   855   780 
Commission expenses..........................................     715   690   606 
Operating expenses..............................................     712   740   630 

Total benefits and expenses .....................................     3,867   3,551   3,235 
      
Income (loss) from continuing operations before 

provision (benefit) for income taxes ....................
  

  (707)   722   805 
Provision (benefit) for income taxes ........................     (363)   98    198 
Income (loss) from continuing operations ...............     (344)   624   607 
Minority interest.......................................................     11   (36)   (13) 
Discontinued operations, net of taxes (1) ..................     (6)   11   (4) 
Net income (loss) .....................................................    $ (339)  $ 599   $ 590 
      

 
(1) Income from Pacific Life’s and PL&A’s group insurance business has been treated as a discontinued operation 

due to its sale in April 2005. In addition, in March 2007, Pacific Life’s broker-dealer operations were classified 
as a discontinued operation. 
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December 31, 
Consolidated Statements of Financial 
Condition Data:  2008 2007 2006 
 
Assets:  

($ in millions) 

Investments ...............................................   $ 36,745  $ 40,414  $ 37,446 
Cash and cash equivalents.........................    3,354   521   1,341 
Deferred policy acquisition costs ..............    5,012   4,481   4,248 
Other assets ...............................................    3,046   1,482   1,262 
Separate account assets .............................    41,505   57,605   48,900 

Total assets ....................................................   $ 89,662  $ 104,503  $ 93,197 
     
Liabilities and Stockholder’s Equity     
Liabilities:     

Policyholder account balances ..................   $ 32,670  $ 32,017  $ 30,744 
Future policy benefits................................    9,841   6,025   5,341 
Short-term and long-term debt ..................    328   397   187 
Other liabilities..........................................    1,332   1,878   1,748 
Separate account liabilities........................    41,505   57,605   48,900 

Total liabilities...............................................    85,676   97,922   86,920 
     
Stockholder’s Equity:     

Common stock ..........................................    30   30   30 
Paid-in capital............................................    505   505   505 
Retained earnings ......................................    5,130   5,814   5,244 
Accumulated other comprehensive 

income (loss)........................................    (1,679)   232   498 
Total stockholder’s equity .............................    3,986   6,581   6,277 
Total liabilities and stockholder’s equity.......   $ 89,662  $ 104,503  $ 93,197 
     
Other Data:     
Life insurance in force   $220,822  $ 207,548  $ 195,141 
     
Employees:     

Continuing operations ...............................    2,823   2,694   2,588 
Discontinued operation (1) .........................       234   547 

Total employees.............................................    2,823   2,928   3,135 
 

(1) Represents Pacific Life and PL&A’s group insurance business, which has been treated as a discontinued 
operation due to its sale in April 2005.  In addition, in March 2007, Pacific Life’s broker-dealer operations 
were classified as a discontinued operation. 
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Management’s Discussion and Analysis of Financial Condition and Results of Operations of the Company 

The following should be read in conjunction with the Selected Consolidated GAAP Financial Information of the 
Company set forth above and the Audited GAAP Financial Statements included in this Annual Report. 

Background 

Pacific Life was established in 1868 and is organized under the laws of the State of Nebraska as a stock life 
insurance company, conducting business in the District of Columbia and every state except the State of New York. 
Pacific Life is an indirect subsidiary of Pacific Mutual Holding Company (“PMHC”), a Nebraska mutual insurance 
holding company, and a wholly owned subsidiary of Pacific LifeCorp, an intermediate Delaware stock holding 
company. PMHC and Pacific LifeCorp were organized pursuant to consent received from the California Department 
of Insurance and the implementation of a plan of conversion to form a mutual insurance holding company structure 
in 1997. Under Nebraska law and their respective charters, PMHC must always own at least 51% of the outstanding 
voting stock of Pacific LifeCorp, and Pacific LifeCorp must always own 100% of the voting stock of Pacific Life. 
Certain owners of Pacific Life’s life insurance policies and annuity contracts have membership interests in PMHC, 
consisting principally of the right to vote on the election of the Board of Directors of PMHC and on other matters, 
and certain rights upon liquidation or dissolution of PMHC.  

Pacific Life transferred its legal domicile from the State of California to the State of Nebraska, effective September 
1, 2005. PMHC transferred its legal domicile from the State of California to the State of Nebraska, effective June 29, 
2007, in order to reunite PMHC and Pacific Life under one regulatory authority. Pacific Life’s principal 
administrative offices are at 700 Newport Center Drive, Newport Beach, California, in a 285,000 square-foot office 
building it owns. 

Pacific Life has been in business for over 140 years. As of December 31, 2008, 2007 and 2006, the Company had 
$89.7 billion, $104.5 billion and $93.2 billion, respectively, in total assets, and total stockholder’s equity of $4.0 
billion, $6.6 billion and $6.3 billion, respectively. Life insurance in force was $220.8 billion, $207.5 billion and 
$195.1 billion as of December 31, 2008, 2007 and 2006, respectively. Net income (loss) was ($339) million for the 
year ended December 31, 2008 as compared to $599 million for the year ended December 31, 2007 and $590 
million for the year ended December 31, 2006. The Company’s primary business operations provide life insurance 
products, individual annuities and mutual funds, and offer to individuals, businesses and pension plans a variety of 
investment products and services. 

The following discusses the Company’s primary operating segments: Life Insurance, Investment Management and 
Annuities & Mutual Funds, as well as its principal subsidiaries and affiliates. 

Segments 

The Life Insurance segment provides a broad range of life insurance products through multiple distribution channels 
operating in the upper income and corporate markets. Principal products include universal life, variable universal 
life, survivor life, interest sensitive whole life and traditional products such as whole life and term life and corporate 
owned life insurance. Distribution channels include regional life offices, marketing organizations, broker-dealer 
firms, wirehouses and M Financial Group, an association of independently owned and operated insurance and 
financial producers. As of December 31, 2008, 2007 and 2006, Life Insurance represented 30%, 27% and 28% of 
the Company’s total assets, respectively. 

The Investment Management segment provides investment and insurance products to institutional investors, pension 
fund sponsors and structured settlement annuitants, primarily through its home office marketing team and other 
intermediaries. The segment’s products include guaranteed interest contracts (“GICs”), synthetic GICs, single 
premium group annuity contracts, retirement annuities sold to pension plans, funding agreement-backed notes issued 
to institutional investors via medium–term note programs and structured settlement annuities issued in conjunction 
with personal injury awards. As of December 31, 2008, 2007 and 2006, Investment Management represented 17%, 
15% and 16% of the Company’s total assets, respectively. 
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The Annuities & Mutual Funds segment offers variable and fixed annuity products, mutual funds and college 
savings plans through multiple distribution sources. As of December 31, 2008, 2007 and 2006, this segment 
represented 51%, 55% and 53% of the Company’s total assets, respectively. 

On April 27, 2005 (the “Closing Date”), Pacific Life and PL&A sold their group insurance and stop loss businesses 
to an unrelated third party. The transaction is structured as a coinsurance arrangement whereby Pacific Life and 
PL&A cede to the buyer future premiums received for their existing group insurance and stop loss businesses and 
the buyer assumes future claim liabilities following the Closing Date. Group insurance and stop loss liabilities 
arising prior to the Closing Date are not reinsured. The buyer also obtained renewal rights for the existing business 
as of the Closing Date. 

The group insurance business is considered a discontinued operation, and its operating results are included with the 
discontinued operations of the Company’s broker-dealer operations. See “—Principal Subsidiaries and Affiliates” 
below. 

Principal Subsidiaries and Affiliates 

PL&A markets and distributes variable universal life insurance, term insurance, variable annuities, structured 
settlement annuities and GICs. PL&A is licensed to sell certain of its products in the State of New York. As noted 
above, Pacific Life and PL&A sold their respective group insurance and stop loss businesses to an unrelated third 
party during 2005. 

PSD, a wholly-owned subsidiary of Pacific Life, is a broker-dealer and the underwriter and wholesale distributor of 
certain of the Company’s investment-related products and services, principally variable life and annuity contracts 
and retail mutual funds. Effective May 1, 2007, a service plan adopted by the Pacific Select Fund, the investment 
vehicle provided to the Company’s variable life insurance policyholders and variable annuity contract owners, went 
into effect whereby the fund pays PSD, as distributor of the fund, a service fee in connection with services rendered 
or procured to or for shareholders of the fund or their variable contract owners. These services may include, but are 
not limited to, payment of compensation to broker-dealers, including PSD itself, and other financial institutions and 
organizations which assist in providing any of the services. 

In March 2007, the Company classified its broker-dealer subsidiaries, other than PSD, as held for sale. On June 20, 
2007, a transaction closed whereby the Company sold certain of these broker-dealer subsidiaries to an unrelated 
third party. Proceeds from the sale included cash of $53 million and a common stock interest in the buyer's parent of 
$57 million. A pre-tax gain of $54 million was recognized from this sale during the year ended December 31, 2007. 
On December 31, 2007, a transaction closed whereby the Company sold another one of its broker-dealer subsidiaries 
to subsidiary management. The Company incurred a pre-tax loss of $1 million from this transaction during the year 
ended December 31, 2007. As of December 31, 2007, one broker-dealer subsidiary remained classified as held for 
sale. On March 31, 2008, a transaction closed whereby the Company sold this held for sale subsidiary to an 
unrelated third party. The Company recognized an insignificant pre-tax gain from this transaction during the year 
ended December 31, 2008.  
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Operating results of the discontinued operations were as follows: 

 
For The Years 

Ended December 31, 
  2008 2007 2006 
  (in millions) 
Revenues ..............................................................................   $ 13  $ 276  $ 395 
Benefits and expenses...........................................................    22   300   401 
Loss from discontinued operations.......................................    (9)   (24)   (6) 
Benefit from income taxes....................................................    (3)   (8)   (2) 
Loss from discontinued operations, net of taxes...................    (6)   (16)   (4) 
    
Net gain on sale of discontinued operations .........................       53    
Provision for income taxes ...................................................       26    
Net gain on sale of discontinued operations, net of taxes.....       27    
Discontinued operations, net of taxes...................................   $ (6)  $ 11  $ (4) 

As of December 31, 2007, the Company owned a beneficial economic interest in Pacific Investment Management 
Company LLC (“PIMCO”). PIMCO offers investment products through separately managed accounts and 
institutional, retail and offshore mutual funds.  The interest in PIMCO was reported at estimated fair value, as 
determined by a contractual put and call option price, with changes in estimated fair value reported as a component 
of other comprehensive income, net of taxes. As of December 31, 2007, the interest in PIMCO, which was included 
in other investments, had an estimated fair value of $288 million. 

During the year ended December 31, 2008, the Company exercised a put option and sold all of its remaining interest 
in PIMCO to Allianz of America Inc., a subsidiary of Allianz SE (“Allianz”) for $288 million and recognized a pre-
tax gain of $109 million. 

During the year ended December 31, 2006, Allianz exercised a call option and bought approximately $88 million of 
the Company’s interest in PIMCO. The pre-tax investment gain recognized for 2006 was $32 million. 

Pacific Life Fund Advisors LLC (“PLFA”), a wholly-owned subsidiary of Pacific Life formed in 2007, serves as 
the investment adviser for the Pacific Select Fund, an investment vehicle provided to the Company’s variable life 
insurance policyholders and variable annuity contract owners, and the Pacific Life Funds, the investment vehicle for 
the Company’s mutual fund products. Prior to May 1, 2007, Pacific Life served in this capacity. PLFA charges 
advisory and other fees based primarily upon the net asset value of the underlying portfolios. 

Revenues and Expenses 

The Company derives operating revenues from (1) premiums and policy fees on life and other insurance products, 
(2) net investment income from general account assets, (3) asset management fees and mortality and expense fees 
related to variable annuities and variable life insurance policies and (4) fees for other services. Under GAAP, total 
premiums paid on guaranteed premium policies are included in revenues with a corresponding expense for increases 
in policy reserves. For universal life and investment-type products, amounts received from policyholders are 
considered deposits and are not recorded as revenues, and increases in reserves are not shown as an expense. Only 
the amounts deducted from policy values for mortality and expenses, as and when deducted, are recorded as 
revenues on universal life and investment-type products. 

Operating earnings result primarily from (1) the spread between the rates earned on invested assets and the rates 
credited to policyholders, (2) the fees earned on mortality and expense charges on variable products and (3) 
investment advisory fees earned on separate account assets. Operating earnings are affected by claims experience 
and the persistency of policies and their continuing premiums and the investment markets. In addition, the Company 
seeks to increase earnings by carefully managing operating expenses through its budgeting process, monitoring of 
expense recoveries and improvements through the use of technology. Included in operating expenses are 
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components such as salary and wages, employee benefits, rent, professional services, depreciation and other sundry 
expenses. 

Results of Operations 

Year Ended December 31, 2008 compared to the Year Ended December 31, 2007 

2008 will be remembered as a year when an unprecedented mortgage crisis created a credit crisis that challenged 
global financial systems and led to a sharp decline in investor confidence in stocks and bonds alike. The Standard & 
Poor’s 500 Index (S&P 500) finished the year down 37%, its worst year since 1931. The bond market, typically a 
source of stability for investors, was anything but stable. The Company’s results were negatively affected by the 
significant drop in the equity markets, which led to losses in the variable annuity product line resulting primarily 
from the long-term guarantees associated with these products and to the weak economic conditions, which led to 
higher investment losses. Net income (loss) was ($339) million for the year ended December 31, 2008 as compared 
to $599 million for the year ended December 31, 2007. The net loss for the year ended December 31, 2008 was 
primarily attributable to the impact of the economic recession and severely negative economic conditions which led 
to (1) higher investment losses and (2) the significant decline in the equity markets, leading to increases in the 
negative mark to market of certain embedded derivatives, net of hedges and policy fees, related to variable annuity 
guaranteed living benefits in the Annuities & Mutual Funds segment in 2008 compared to 2007. See the discussion 
of consolidated statement of operations line items below. 

Policy fees and insurance premiums for the year ended December 31, 2008 were $1,997 million compared to $1,780 
million for the year ended December 31, 2007, an increase of 12%. Policy fees consist of cost-of-insurance charges, 
expense loads, surrender charges and other fees related to products. These fees increased in the Life Insurance 
segment primarily as a result of an increase in amortization of unearned revenue and cost-of-insurance charges. In 
addition to the increase in policy fees, there was also an increase in insurance premiums from the sale of structured 
settlement and retirement annuities in the Investment Management segment in 2008 as compared to 2007. 

Net investment income decreased 6% from $2,114 million for the year ended December 31, 2007 to $1,997 million 
for the year ended December 31, 2008. The decrease in 2008 as compared to 2007 primarily relates to prepayment 
fees on fixed maturity securities and mortgage loans, which were $33 million lower in 2008 as compared to 2007. In 
addition, there was also a decrease in net investment income on private equity investments in 2008 as compared to 
2007. 

Net realized investment loss for the year ended December 31, 2008 amounted to $1,327 million compared to $46 
million for the year ended December 31, 2007. The increase in net realized investment loss is primarily related to 
other than temporary impairments charges being $479 million higher in 2008 as compared to 2007 and a $666 
million increase in the negative mark to market of embedded derivatives, net of hedges and policy fees, related to 
variable annuity guaranteed living benefits in the Annuities & Mutual Funds segment in 2008 compared to 2007. In 
connection with the recent significant disruption in the residential mortgage and credit markets, the other than 
temporary impairments charges recorded during the year ended December 31, 2008 were primarily related to the 
Company’s exposure to Alt-A residential mortgage backed securities, certain structured securities, and direct 
exposure to financial companies through corporate equity and debt holdings. See the Audited GAAP Financial 
Statements included in this Annual Report for additional information on the components of net realized investment 
gains and losses. 

Realized investment gain on the interest in PIMCO amounted to a pre-tax gain of $109 million for the year ended 
December 31, 2008. See “—Principal Subsidiaries and Affiliates” above for a discussion of the Company’s interest 
in PIMCO.  

Investment advisory fees decreased $72 million to $255 million for the year ended December 31, 2008 as compared 
to $327 million for the year ended December 31, 2007. Effective May 1, 2007, there was a reduction in certain 
advisory fees charged by the Company, which contributed to the decrease. Additionally, the decrease in separate 
account assets during 2008 as compared to December 31, 2007 also contributed to this decrease. See “—Principal 
Subsidiaries and Affiliates” above for additional information. 
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Other income was $129 million for the year ended December 31, 2008 as compared to $98 million for the year 
ended December 31, 2007. Other income was higher in 2008 as compared to 2007 due to fees earned by PSD in 
connection with the Pacific Select Fund’s service plan mentioned above. See “—Principal Subsidiaries and 
Affiliates” above for additional information. 

Interest credited to policyholder account balances decreased to $1,234 million for the year ended December 31, 
2008 as compared to $1,266 million for the year ended December 31, 2007. This slight decrease in interest credited 
to policyholder account balances is primarily related to a decrease in interest credited on floating rate institutional 
investment products due to a fall in short term interest rates in 2008 as compared to 2007, which was slightly offset 
by an increase in the Life Insurance segment due to a growth in account values. 

Policy benefits paid or provided increased $351 million to $1,206 million for the year ended December 31, 2008 as 
compared to $855 million for the year ended December 31, 2007. The increase is primarily related to the sale of 
structured settlement annuities in the Investment Management segment, which is mentioned above. The Annuities & 
Mutual Fund segment also had an increase of $138 million due to increases in guaranteed living and death benefit 
reserves. The Life Insurance segment experienced an increase in life insurance benefits of $64 million principally 
due to an increase in average death claim size and increased other benefit reserves. 

Commission expenses for the year ended December 31, 2008 increased $25 million to $715 million compared to 
$690 million for the year ended December 31, 2007. Commission expenses include components of deferred 
acquisition costs (“DAC”), and vary with the level of sales by business segment due to the mix of products. The 
commission expenses in the Life Insurance segment was the primary reason for the increase related to increased 
sales and higher amortization of DAC caused by the impact of negative market returns in 2008. This increase was 
partially offset by the Annuities & Mutual Fund segment's lower trail commissions and DAC benefit from 
embedded derivative losses. 

Operating expenses for the year ended December 31, 2008 decreased by $28 million, or 4%, compared to the year 
ended December 31, 2007 from $740 million to $712 million. This slight decrease is primarily due to a settlement 
accrual recorded in 2007, partially offset by an increase in net DAC and other operating expenses in 2008. Operating 
expenses include components of DAC, and the amortization of DAC is dependent on various factors that affect 
future gross profits by business segment. For most products, DAC amortization represents a percentage of gross 
profits.  

The provision (benefit) for income taxes for the year ended December 31, 2008 was ($363) million as compared to 
$98 million for the year ended December 31, 2007. This decrease in tax expense is primarily due to lower taxable 
income realized by the Company in 2008. The taxes in 2008 and in 2007 are lower than the statutory rate primarily 
due to the separate account dividends received deductions and utilization of low income housing and foreign tax 
credits. 

Year Ended December 31, 2007 compared to the Year Ended December 31, 2006 

Net income was $599 million for the year ended December 31, 2007 as compared to $590 million for the year ended 
December 31, 2006. The slight increase in net income in 2007 as compared to 2006 is primarily a result of increases 
in policy fees and insurance premiums and net investment income and a decrease in provision for income taxes. 
These positive components of net income were offset by decreases in net realized investment gains and increases in 
total benefits and expenses. See the discussion of consolidated statement of operations line items below. 

Policy fees and insurance premiums for the year ended December 31, 2007 were $1,780 million compared to $1,538 
million for the year ended December 31, 2006, an increase of 16%. Policy fees consist of cost-of-insurance charges, 
expense loads, surrender charges and other fees related to products. These fees increased primarily as a result of an 
increase in policies in force, an increase in the net amount at risk for life insurance policies and an increase of 
separate account assets in the Annuities & Mutual Funds segment. In addition, insurance premiums were higher in 
2007 as compared to 2006 due to the sale of structured settlement annuities in the Investment Management segment. 
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Net investment income increased from $2,042 million for the year ended December 31, 2006 to $2,114 million for 
the year ended December 31, 2007, an increase of 4%. The increase in 2007 as compared to 2006 is primarily 
attributable to higher average invested assets during 2007 as compared to 2006. Prepayment fees on fixed maturity 
securities and mortgage loans were $18 million lower in 2007 as compared to 2006. 

Net realized investment gain (loss) for the year ended December 31, 2007 amounted to ($46) million compared to 
$62 million for the year ended December 31, 2006. The decrease in net realized investment gain (loss) of $108 
million is primarily related to the negative mark to market of certain derivatives, including the negative mark to 
market of embedded derivatives related to variable annuity riders in the Annuities & Mutual Funds segment. In 
addition, other than temporary impairments were $89 million higher in 2007 as compared to 2006, primarily 
attributable to other than temporary impairments of $73 million related to investments in collateralized debt 
obligations with exposure to sub-prime residential mortgage loans. Net investment gains on the sale of fixed 
maturity securities and real estate investments, as well as net investment gains on other investments, also increased 
in 2007 as compared to 2006. See the Audited GAAP Financial Statements included in this Annual Report for 
additional information on the components of net realized investment gain (loss). 

Investment advisory fees increased $8 million to $327 million for the year ended December 31, 2007 as compared to 
$319 million for the year ended December 31, 2006. This increase is primarily attributable to the growth of advisory 
fees earned on assets under management in the Company’s separate accounts. Separate account assets increased 
from $48.9 billion at the end of 2006 to $57.6 billion at the end of 2007. The increase in separate account assets is 
from sales of variable products in the Life Insurance and Annuities & Mutual Funds segments and the market 
appreciation of these assets, net of contract surrenders, during 2006 and 2007. Effective May 1, 2007, there was a 
reduction in certain advisory fees charged by the Company in conjunction with the service plan mentioned above 
that was adopted by the Pacific Select Fund. These reductions had the effect of offsetting any larger increases in the 
advisory fees earned by the Company. See “—Principal Subsidiaries and Affiliates” above for additional 
information. 

Other income was $98 million for the year ended December 31, 2007 as compared to $47 million for the year ended 
December 31, 2006. Other income was higher in 2007 as compared to 2006 due to fees earned by PSD in connection 
with the service plan mentioned above. See “—Principal Subsidiaries and Affiliates” above for additional 
information. 

Interest credited to policyholder account balances increased to $1,266 million for the year ended December 31, 2007 
as compared to $1,219 million for the year ended December 31, 2006. This increase in interest credited to 
policyholder account balances is primarily related to the increase of policies in force as previously discussed and an 
increase in interest credited on floating rate institutional investment products due to a rise in short-term interest rates 
in 2007 as compared to 2006. 

Policy benefits paid or provided increased $75 million to $855 million for the year ended December 31, 2007 as 
compared to $780 million for the year ended December 31, 2006. This increase is mainly attributable to the 
Investment Management segment, which also saw a corresponding increase in insurance premiums noted above. 
This increase is offset by favorable mortality experience in the Life Insurance segment. 

Commission expenses for the year ended December 31, 2007 increased $84 million to $690 million compared to 
$606 million for the year ended December 31, 2006. Commission expenses include components of DAC and vary 
with the level of sales by business segment due to the mix of products. Increased commission expenses in the 
Annuities & Mutual Funds segment was the primary reason for the increase in 2007 as compared to 2006 due to 
higher asset based trail commissions and higher DAC amortization. 

Operating expenses for the year ended December 31, 2007 increased by $110 million, or 17%, compared to the year 
ended December 31, 2006 from $630 million to $740 million. Operating expenses include components of DAC, and 
the amortization of DAC is dependent on various factors that affect future gross profits by business segment. For 
most products, DAC amortization represents a percentage of gross profits. Product gross profits were higher in 2007 
as compared to 2006, primarily in the Life Insurance and Annuities & Mutual Funds segments. Variable product 
sub-advisory fees were higher during 2007 as compared to 2006 due to the increase in assets of the separate 
accounts as previously mentioned. 
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The provision for income taxes for the year ended December 31, 2007 amounted to $98 million compared to $198 
million for the year ended December 31, 2006. The taxes in 2007 and in 2006 are lower than the statutory rate due to 
the separate account dividends received deductions, utilization of low income housing and other non-taxable 
investment income. 

Assets 

As of December 31, 2008, the Company had total assets of $89.7 billion as compared to $104.5 billion as of 
December 31, 2007. This decrease in total assets is primarily from the decrease in separate account assets from 
$57.6 billion as of December 31, 2007 to $41.5 billion as of December 31, 2008, which was primarily the result of 
the negative equity market in 2008. Total investments also decreased from $40.4 billion at December 31, 2007 to 
$36.7 billion at December 31, 2008, primarily as a result of lower estimated fair values due to an increase in net 
unrealized losses. General spread widening on fixed maturity investments caused by the recent disruption in the 
financial markets led to the decrease in estimated fair values. Partially offsetting these decreases was an increase in 
mortgage loan investments of $1.0 billion and an increase to cash and cash equivalents of $2.8 billion. See the 
Audited GAAP Financial Statements included in this Annual Report for additional information on investments. 
 
As of December 31, 2007, the Company had total assets of $104.5 billion as compared to $93.2 billion as of 
December 31, 2006. This increase in total assets is primarily from the increase in separate account assets from $48.9 
billion at December 31, 2006 to $57.6 billion at December 31, 2007. In addition, total general account investments 
increased from $37.4 billion at December 31, 2006 to $40.4 billion at December 31, 2007. 

Liabilities 

As of December 31, 2008, the Company had total liabilities of $85.7 billion as compared to $97.9 billion as of 
December 31, 2007. This decrease in total liabilities is primarily from the decrease in separate account liabilities 
from $57.6 billion at December 31, 2007 to $41.5 billion at December 31, 2008, which is consistent with the 
decrease in separate account assets described above. This decrease was offset by an increase to future policy benefits 
of $3.8 billion. 

As of December 31, 2007, the Company had total liabilities of $97.9 billion as compared to $86.9 billion as of 
December 31, 2006. This increase in total liabilities is primarily from the increase in separate account liabilities 
from $48.9 billion at December 31, 2006 to $57.6 billion at December 31, 2007. Additionally, the remainder of the 
increase in liabilities is from policyholder account balances, future policy benefits, an increase in commercial paper 
borrowings and an increase in non-recourse long-term debt related to subsidiary real estate. 

Liquidity and Capital Resources 

The Company’s principal capital resources come from insurance premiums, deposits to policyholder account 
balances, investment income, sales, maturities, calls and principal repayments of investments and cash flows from 
other operations. The principal uses of these funds are investment purchases, payment of policy acquisition costs, 
payment of policyholder benefits, withdrawal of policyholder account balances, income taxes and current operating 
expenses. Remaining funds not used as noted above are generally used to increase the asset base, to provide funds to 
meet the need for future policy benefit payments and for writing new business. As described below, total cash and 
cash equivalents increased $2,833 million during 2008 as compared to a decrease of $820 million during 2007. Total 
cash and cash equivalents increased $582 million during 2006. 

Net cash provided by operating activities was $2,081 million during 2008, $2,052 million during 2007 and $1,989 
million in 2006. Net cash provided by operating activities can vary depending on the level and type of sales, 
particularly those of annuity and other investment-type products. For example, sales of universal life insurance 
products and investment-type products result in cash flows that are predominantly shown as cash flow from 
financing activities rather than as cash flow from operations, while sales of variable products result in cash flows 
that are predominantly reflected in the separate accounts and are not a part of the cash flow statement. 
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Net cash provided by (used in) investing activities was $1,448 million during 2008 and was ($2,874) million in 2007 
as compared to ($59) million during 2006. Due to the current financial environment, the Company had reduced 
purchases of fixed maturity and equity securities during 2008 resulting in increased investing cash flow. It is the 
Company’s objective to remain fully invested in assets with maturities and yields that it believes are matched to its 
product liabilities. As assets mature, are redeemed or are sold, the Company evaluates the available investment 
alternatives, reinvests according to existing and expected product liabilities as well as seeks to ensure that sufficient 
marketable assets and other sources of liquidity are in place to provide for large unexpected demands for cash. 
Discrepancies between the timing of financial statement preparation and the timing of reinvestment activity 
sometimes result in the presentation of levels of short-term investments that are not typical of day-to-day operations. 
These short-term investments are considered cash equivalents. 

Net cash provided by (used in) financing activities was ($696) million during 2008 and was $2 million in 2007 as 
compared to ($1,348) million during 2006. The decrease primarily relates to a cash dividend paid by Pacific Life to 
Pacific LifeCorp of $345 million in 2008. Also, changes in universal life and investment-type product account 
balances and changes in short-term and long-term debt are additional drivers of the change in cash flows from 
financing. 

The payment of dividends by Pacific Life to Pacific LifeCorp is subject to restrictions set forth in the insurance laws 
of the State of Nebraska. Under these laws, Pacific Life must deliver notice to the Nebraska Department of 
Insurance of any dividend to Pacific LifeCorp within five business days after declaration of the dividend, and may 
not pay the dividend to Pacific LifeCorp within the ten business day period following delivery of such notice unless 
the Nebraska Department of Insurance approves payment of the dividend within such ten business day period. In 
addition, Pacific Life may not pay an “extraordinary dividend” to Pacific LifeCorp until the Nebraska Department of 
Insurance has either (i) approved the payment of the dividend or (ii) not disapproved the payment of the dividend 
within thirty days after receiving notice of the declaration of the dividend. For purposes of applicable Nebraska law, 
an “extraordinary” dividend or distribution is a dividend or distribution of cash or other property with a fair market 
value that, together with that of other dividends or distributions made by Pacific Life to Pacific LifeCorp within the 
preceding twelve months, exceeds the greater of either (i) 10% of Pacific Life’s statutory policyholders surplus as of 
the preceding December 31 or (ii) Pacific Life’s statutory net gain from operations for the twelve month period 
ending the preceding December 31. Based on the 2008 statutory results, Pacific Life could pay $256 million in 
ordinary dividends during 2009, subject to the ten business day notice period described above. Dividends in excess 
of such amount would be considered extraordinary dividends for purposes of Nebraska law and would be subject to 
the thirty day notice and non-disapproval requirement described above. During 2008, Pacific Life paid a cash 
dividend to Pacific LifeCorp of $345 million. No dividends were paid by Pacific Life during 2007. During 2006, 
Pacific Life paid dividends of $185 million to Pacific LifeCorp consisting of $169 million in cash and a real estate 
investment with an estimated fair value of $16 million.  

Liquidity Sources and Requirements 

The Company’s liquidity needs vary by product line. Factors that affect each product line’s need for liquidity 
include interest rate levels, customer type, termination or surrender charges, federal income taxes, benefit levels and 
level of underwriting risk. Pacific Life’s asset/liability management process takes into account the varying liquidity 
needs of its different product lines. 

The Company believes that its product mix contributes to its strong liquidity position. A primary liquidity concern 
for the Company is the risk of early contract owner and policyholder withdrawals. The Company closely evaluates 
and manages this risk. A significant portion of the Company’s life insurance, institutional and annuity products 
contain surrender charges for varying durations or fair value adjustments, reducing the risk that customers will seek 
withdrawals during the periods when surrender charges or fair value adjustments are in place. Surrender charges or 
fair value adjustments help the Company to better plan the maturities of its invested assets by reducing the risk that 
future outflows will exceed anticipated levels. 
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The following table describes Pacific Life’s withdrawal characteristics of certain annuity actuarial reserves and 
deposit-type contracts, including GICs and funding agreements. Amounts are derived from Pacific Life’s statutory 
financial information at the dates noted. 

 December 31, 2008 December 31, 2007 
 Amount % of Total Amount % of Total 
 ($ in millions) 
Subject to discretionary withdrawal:         
With fair value adjustment..........................................  $ 2,263  4%  $ 1,437  2% 
At book value less current surrender charge of 5%  

or more ...................................................................  1,923  3%  2,056  3% 
At fair value................................................................   35,114   63%   48,565   73% 
Total with adjustment or at fair value.........................  39,300  70%  52,058  78% 
At book value without adjustment ..............................  1,790  3%  1,309  2% 
Not subject to discretionary withdrawal .....................   14,816   27%   13,631   20% 
Total (gross)................................................................  55,906   100%  66,998   100% 
Reinsurance ceded ......................................................   409     11   
Total (net) ...................................................................  $ 55,497    $ 66,987   

 

As noted in the table above, as of December 31, 2008 and 2007, only 3% and 2%, respectively, of these liabilities 
were subject to withdrawal at book value without adjustment. The other 97% and 98% of these liabilities as of 
December 31, 2008 and 2007, respectively, were either subject to withdrawal with an adjustment or at fair value or 
were not subject to discretionary withdrawal. The products are designed in this manner to discourage early 
withdrawals and protect Pacific Life from liquidity risks. Pacific Life believes the structuring of liabilities in this 
manner provides it with a stable block of liabilities that reduces its exposure to unexpected cash withdrawals and 
demands and the adverse financial effects that could occur as a result.  

The Company’s principal sources of liquidity to meet unexpected cash outflows are its portfolio of liquid assets and 
its net operating cash flow. Liquid assets include U.S. Treasury securities, short-term money market investments, 
common and preferred stocks and marketable fixed maturity securities. Furthermore, the Company monitors and 
manages cash flows in order to maximize investment returns relative to client obligations and to minimize the 
number, length of time and severity of asset and liability cash flow mismatches.  

Additional sources of liquidity include facilities for short-term borrowing to meet working capital requirements. 
Pacific Life maintains a $700 million commercial paper program. There were no borrowings outstanding under the 
commercial paper program as of December 31, 2008 and 2006. As of December 31, 2007, there was $100 million 
outstanding under the commercial paper program. In addition, a bank revolving credit facility totaling $400 million 
is also in place that serves as a back-up line of credit for the commercial paper program. The credit facility matures 
in June 2012 and does not contain a material adverse change clause. This facility had no debt outstanding as of 
December 31, 2008, 2007 and 2006. As of December 31, 2008, 2007 and 2006, and for the years ended December 
31, 2008, 2007 and 2006, Pacific Life was in compliance with its debt covenants related to this credit facility. 

PL&A maintains a $40 million reverse purchase line of credit with a commercial bank. These borrowings are at 
variable rates of interest based on collateral and market conditions. There was no debt outstanding in connection 
with this line of credit as of December 31, 2008, 2007 and 2006. 

Pacific Life is a member of the Federal Home Loan Bank (“FHLB”) of Topeka. Pacific Life has approval from the 
FHLB of Topeka to borrow amounts up to 40% of Pacific Life’s statutory general account assets provided it has 
available collateral and is in compliance with debt covenant restrictions and insurance laws and regulations. There 
was no debt outstanding with the FHLB of Topeka as of December 31, 2008, 2007 and 2006. Certain assets are on 
deposit with the FHLB of Topeka with an estimated fair value of $3.6 billion as of December 31, 2008, of which 
$2.2 billion have been pledged and $1.4 billion are available for future advances from the FHLB of Topeka. This 
amounts to a borrowing capacity of approximately $1.0 billion as of December 31, 2008. 
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PL&A is a member of the FHLB of San Francisco. PL&A is eligible to borrow from the FHLB of San Francisco 
amounts based on a percentage of statutory capital and surplus and could borrow amounts up to $99 million. Of this 
amount, half, or $49.5 million, can be borrowed for terms other than overnight, out to a maximum term of nine 
months. These borrowings are at variable rates of interest, collateralized by certain mortgage loan and government 
securities. As of December 31, 2008, 2007 and 2006, PL&A had no debt outstanding with the FHLB of San 
Francisco. 

Dividends and Distributions from Subsidiaries 

In recent years, the subsidiaries of Pacific Life have provided other sources of liquidity through the payment of 
distributions and dividends. Of the principal subsidiaries, only Pacific Asset Holding LLC (“PAH”), a wholly-
owned subsidiary of Pacific Life, has recently made cash distributions to Pacific Life. Dividends received from other 
subsidiaries of Pacific Life have been nominal during the past few years. 

Operating cash flow for PAH has been generated by the cash distributions from the interest in PIMCO owned by 
PAH. These cash distributions from the interest in PIMCO are the primary source of distributions that PAH pays to 
Pacific Life. In connection with the exercise of the final put option of the Company’s interest in PIMCO, as noted 
above, PAH made distributions to Pacific Life of $300 million during the year ended December 31, 2008. PAH paid 
distributions to Pacific Life of $12 million during the year ended December 31, 2007. PAH paid no distributions to 
Pacific Life during the year ended December 31, 2006.  

The payment of dividends by PL&A to Pacific Life is subject to restrictions set forth in the Arizona insurance laws. 
These laws require that PL&A notify the Arizona Department of Insurance of the declaration of any dividend to be 
paid by PL&A to Pacific Life. PL&A may not pay an “extraordinary” dividend to Pacific Life until the Arizona 
Department of Insurance has either (i) approved the payment of the dividend or (ii) not disapproved the payment of 
the dividend within thirty days after receiving notice of the declaration of the dividend. For purposes of applicable 
Arizona law, an “extraordinary” dividend or distribution is a dividend or distribution of cash or other property 
whose fair market value, together with that of other dividends or distributions made by PL&A to Pacific Life within 
the preceding twelve months, exceeds the lesser of either (i) 10% of PL&A’s statutory policyholders surplus with 
respect to policyholders as of the preceding December 31 or (ii) PL&A’s statutory net gain from operations for the 
twelve month period ending the preceding December 31. PL&A would be unable to pay ordinary dividends in 2009 
based on 2008 statutory results. Any dividends paid by PL&A in 2009 would be considered extraordinary dividends 
for purposes of Arizona law and would be subject to the thirty day notice and non-disapproval requirement 
described above. PL&A did not pay any dividends to Pacific Life during the years ended December 31, 2008, 2007 
or 2006. 

General 

The Company believes that these sources of liquidity are adequate to meet its anticipated cash obligations. 

There can be no assurance that future experience regarding benefits and surrenders will be similar to historic 
experience since withdrawal and surrender levels are influenced by such factors as the interest rate environment and 
the Company’s claims-paying and financial strength ratings.  

Effects of Interest Rate Changes 

Interest rate changes may affect the sale and profitability of the life insurance, institutional and annuity products the 
Company offers. The Company monitors interest rates and sells life insurance, institutional and annuity products 
that permit flexible responses to interest rate changes as part of its management of interest spreads. However, the 
profitability of its products is not based solely upon interest rate spreads but also on persistency, mortality and 
expenses. 

The Company manages its investment portfolio in part to reduce its exposure to interest rate fluctuations. In general, 
the market value of the Company’s fixed maturity portfolio increases or decreases in an inverse relationship with 
fluctuations in interest rates. 
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The Company has emphasized interest-sensitive life insurance and institutional products and has developed an 
asset/liability management approach that utilizes option-adjusted analysis to manage the interest-rate sensitivities for 
each of its major product business units and for the portfolio as a whole. The Company utilizes cash flow matching 
for known cash inflows and outflows and considers numerous potential stress scenarios to determine the impact of 
changing interest rates on earnings and equity.  

In force reserves and the assets allocated to each identified business unit are modeled on a regular basis to analyze 
projected cash flows under a variety of economic scenarios. The results of this modeling are used to modify asset 
allocation, investment portfolio duration and renewal crediting strategies. The Company may utilize interest rate 
swaps, floors, caps and options to hedge interest rate risk and reduce the impact of fluctuations in market prices. The 
Company has in place stringent guidelines that limit the potential exposure to derivatives and control the selection of 
derivative counterparties. For further discussion and disclosure of the nature and extent of the Company’s use of 
derivatives, see the Audited GAAP Financial Statements included in this Annual Report. 

Principal Risks and Uncertainties 

The Company operates in a business environment that is subject to various risks and uncertainties which are difficult 
to predict and could have a material adverse effect on the Company’s financial condition or results of operations. 
These risks and uncertainties include: 

• continued deterioration of the equity and credit markets, which may increase defaults on and 
impairment of the Company’s portfolio of fixed maturity investments, reduce sales and profitability of 
the Company’s variable and investment management products and the fees the Company receives on 
assets under management, and increase the costs relating to guaranteed minimums in annuity products; 

• changes in economic conditions, including changes in interest rates, which may reduce profitability of 
the Company’s life insurance and investment businesses, significantly affect the value of the 
Company’s portfolio of fixed maturity investments and reduce the liquidity of fixed maturity 
investments; 

• uncertainty in the capital and credit markets which may limit the Company’s access to capital required 
to operate its business and the Company’s ability to refinance its credit facilities; 

• uncertainty about the effectiveness of the U.S. government’s plans to purchase large amounts of 
illiquid, mortgage-backed and other securities from financial institutions and to take other actions to 
address the financial crisis; 

• impairment of certain financial institutions, including issuers of investment securities the Company 
holds, certain monoline insurers, derivative instrument counterparties and reinsurers which may result 
in losses for the Company; 

• decreased availability of derivative instrument counterparties which may adversely affect the 
Company’s ability to hedge various business risks; 

• decreased availability or increased cost of reinsurance which may adversely affect the Company’s 
ability to write future business or result in the assumption of more risk by the Company; 

• downgrades in the ratings assigned to Pacific Life or PL&A by nationally recognized statistical rating 
organizations which may reduce new sales of insurance products, annuities and other investment 
products, increase the number or amount of policy surrenders and withdrawals, increase the 
Company’s borrowing costs, adversely affect the Company’s ability to obtain reinsurance at 
reasonable prices or at all and adversely affect the ratings of the instruments issued by PLF; 

• further deterioration in the performance of the sub-prime and Alt-A residential mortgage sector which 
may cause declines in the value of the Company’s investment portfolio; 
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• differences between actual experience with respect to mortality, policy surrenders or withdrawals, 
interest rates or investment returns and the assumptions that the Company uses in pricing its products, 
establishing reserves or for other purposes; 

• competitive pressures on product pricing and services, including competition by other insurance 
companies and financial services companies; 

• changes in domestic and foreign laws, regulations and taxes that may affect the cost of, or demand for, 
the Company’s products and services; 

• changes in accounting standards, policies or practices; 

• failure of the Company’s risk management policies to adequately mitigate future exposures;  

• adverse results or consequences from litigation, regulatory investigations or other regulatory actions; 

• volatility and decreased commercial and economic activity due to terrorism and military actions; 

• losses stemming from a catastrophic event, pandemic or computer system failure;  

• changes in assumptions relating to DAC which may require the Company to accelerate the amount of 
DAC amortization in a given period; and 

• inability to attract or retain key personnel. 

Recently Adopted Accounting Pronouncements 

For a discussion of recently adopted accounting pronouncements, see the Audited GAAP Financial Statements 
included in this Annual Report. 

Future Adoption of New Accounting Pronouncements 

For a discussion of future adoption of new accounting pronouncements, see the Audited GAAP Financial Statements 
included in this Annual Report. 

Legal Proceedings 

The Company is a respondent in a number of legal proceedings, some of which involve allegations for extra-
contractual damages. Although the Company is confident of its position in these matters, success is not a certainty 
and it is possible that in any case a judge or jury could rule against the Company. In the opinion of management, the 
outcome of such proceedings is not likely to have a material adverse effect on the Company’s consolidated financial 
position. The Company believes adequate provision has been made in its consolidated financial statements for all 
probable and estimable losses for litigation claims against the Company. 

Ratings 

Rating agencies assign Pacific Life financial strength ratings based on their evaluations of Pacific Life’s ability to 
meet its financial obligations. These ratings indicate a rating agency’s view of an insurance company’s ability to 
meet its obligations to its insureds. There can be no assurance that Pacific Life’s ratings will continue for any given 
period of time or that they will not be adjusted or withdrawn. Pacific Life’s financial strength ratings and outlook as 
of the date of this Annual Report are set forth in the chart below.  
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Rating Agency  Rating  Rating Structure  Ratings Outlook 
Moody’s Investors Service, Inc. Aa3 (Excellent) Fourth highest of 21 ratings  Negative 
Standard and Poor’s Rating Services AA- (Very strong) Fourth highest of 21 ratings Negative 
Fitch Ratings AA- (Very strong) Fourth highest of 21 ratings  Negative 
A.M. Best Company, Inc. A+ (Superior) Second highest of 16 ratings  Negative 

Pacific Life’s ratings are of interest to policyholders and holders of Pacific Life’s debt securities and other 
obligations, but are not ratings of the instruments issued by PLF and do not reflect an evaluation of the safety and 
security of such instruments. 

Employees 

As of December 31, 2008, Pacific LifeCorp and its subsidiaries had approximately 2,800 employees. None of 
Pacific LifeCorp and its subsidiaries’ employees are covered by a collective bargaining agreement. Pacific LifeCorp 
believes that its employee relations are satisfactory. 

Properties 

Pacific Life’s principal administrative offices are located at 700 Newport Center Drive, Newport Beach, California, 
in a 285,000 square-foot office building it owns. The Company intends to retain its Corporate headquarters in this 
location. The Company also owns and occupies a new office building it constructed in Aliso Viejo, California that 
was completed in February 2008. The Company also leases office space at various locations throughout the United 
States. Other principal leases include other subsidiary home offices, regional life and other sales offices, group 
insurance claims processing offices and storage facilities. The Company believes that its facilities are adequate for 
its present needs in all material respects. 
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STATEMENT OF RESPONSIBILITY 

Pacific Life Funding, LLC  

The directors of PLF confirm, to the best of their knowledge, that: 

• the financial statements of PLF included in this report were prepared in accordance with U.S. 
GAAP and give a true and fair view of the assets, liabilities, financial position and profit or loss of 
PLF as of December 31, 2008 and for the year ended December 31, 2008; and 

• this report includes a fair review of the development and performance of the business and position 
of PLF during the year ended December 31, 2008, including the principal risks and uncertainties 
PLF faces. 

Dated:  April 29, 2009 

 

/s/   Martin Couch  
Martin Couch 
Director 

 

/s/   Dianne Scott  
Dianne Scott 
Director 
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