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OATH OR AFFIRMATION

John A. Weston , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statements and supporting schedules pertaining to the firm of

Jefferson Pilot Variable Corporation , as of

December 31 ,20_03 , are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

N

~__/ Signature

Chief Financial Officer
Title

-

Notary Public

ELIZABETH S. NAVARRO, Notary Public

My Commission Expires June 8, 2008

This report** contains (check all applicable boxes):

(a)
(b)
(c)
(d)
(e)
(U]
(9)

B I oo e

3G
= ()
J (k)
K ()

3 (m)
3 (n)

‘Facing page.

Statement of Financial Condition,

Statement of Income (Loss).

Statement of Changes in Financial Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.

Statement of Changes in Liabilities Subordinated to Claims or Creditors.

Computation of Net Capital.

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

Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

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

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

An Qath or Affirmation.

A copy of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Jefferson Pilot Variable Corporation

Consolidated Financial Statements and Supplemental Information

Year ended December 31, 2003
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5—” ERNST& YOUNG ® Ernst & Young 11p & Phone: (617) 266-2000
200 Clarendon Street Fax:  (617) 266-5843
Boston www.ey.com

Massachusetts 02116-5072

Report of Independent Auditors

To the Board of Directors and Stockholder
Jefferson Pilot Variable Corporation

We have audited the accompanying consolidated statement of financial condition of
Jefferson Pilot Variable Corporation as of December 31, 2003, and the related
consolidated statements of income, changes in stockholder’s equity, and cash flows for
the year then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of matenial
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Jefferson Pilot Variable Corporation at
December 31, 2003, and the consolidated results of its operations and its cash flows for
the year then ended, in conformity with accounting principles generally accepted in the
United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental information is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in our audit
of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Lo ! Uouy CLP
ERNST & YOUNG LLP

February 20, 2004

A Member Practice of Ernst & Young Global
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Massachusetts 02116-5072

Report of Independent Auditors on Internal Control

To the Board of Directors of
Jefferson Pilot Variable Corporation

In planning and performing our audit of the consolidated financial statements and supplemental
schedules of Jefferson Pilot Variable Corporation (the “Company”) for the year ended December
31, 2003, we considered its internal control, including control activities for safeguarding
securities, to determine our auditing procedures for the purpose of expressing our opinion on the
consolidated financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedures that we considered relevant to the criteria stated
in rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15c¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons;
2. Recordation of differences required by rule 17a-13; and

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of internal controls and of the practices and procedures referred to in
the preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned criteria. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles generally accepted in the
United States. Rule 17a-5(g) lists additional criteria of the practices and procedures listed in the
preceding paragraph.

11
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Jefferson Pilot Variable Corporation

Consolidated Statement of Financial Condition

December 31, 2003

Assets

Cash and cash equivalents

Prepaid expenses

Federal income taxes due from Parent

Total assets

Liabilities and stockholder’s equity
Liabilities:
Due to affiliates

Stockholder’s equity:
Common stock, par value $1 per share; authorized
100,000 shares; issued 6,000 shares
Additional paid-in capital
Accumulated deficit
Total stockholder’s equity

Total liabilities and stockholder’s equity

See accompanying notes.

$ 1,196,683
2,460
12

$ 1,199,155

$ 2,776

6,000
3,194,000
2,003,621)

1,196,379

51,199,155



Jefferson Pilot Variable Corporation

Consolidated Statement of Operations

Year ended December 31, 2003

Revenues
Concession from affiliates
Interest

Expenses

Selling

General, administrative and other
Loss before federal income taxes

Federal income tax benefit

Net loss

See accompanying notes.

$36,495,215
12,525
36,507,740

36,495,215

90,322

36,585,537
(77,797)
(27,229)

$  (50,568)
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Jefferson Pilot Variable Corporation

Statement of Changes in Stockholder’s Equity

Additional Total
Common Paid-in Accumulated Stockholder’s
Stock Capital Deficit Equity
Balance at December 31, 2002 $6,000 $3,194,000 $(1,953,053) $1,246,947
Net loss (50,568) (50,568)
Balance at December 31, 2003 $6,000 $3,194,000 $(2,003,621) $1,196,379
See accompanying notes.
4
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Jefferson Pilot Variable Corporation

Consolidated Statement of Cash Flows

Year ended December 31, 2003

Operating activities
Net loss
Adjustments to reconcile net income to net cash used in operating
activities:
Decrease in prepaid expenses
Decrease in income taxes receivable from Parent
Change in due to affiliates
Net cash used in operating activities

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information
Income tax refunds (received from Parent)

See accompanying notes.

$ (50,568)

40
3,866

(2,449)

(49,111)

1,245,794

$1,196,683

$ 31,095
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Jefferson Pilot Variable Corporation

Notes to Consolidated Financial Statements

December 31, 2003

1. Accounting Policies

Organization and Nature of Business

- Jefferson Pilot Variable Corporation (the Company) operates as the exclusive distributor for

variable life insurance policies and variable annuity contracts issued by Jefferson-Pilot Financial
Insurance Companies (JP Financial). The Company is a wholly-owned subsidiary of Jefferson-
Pilot Corporation (Parent) and operates in the United States. Jefferson-Pilot Investor Services of
Nevada, Inc. is a wholly owned subsidiary of the Company, which is required by state law to
facilitate the payment of commissions to registered representatives.

The Company is a broker-dealer registered with the Securities and Exchange Commission and is
a member of the National Association of Securities Dealers, Inc. The Company’s transactions
are limited to the sale and redemption of interests in the insurance companies separate accounts.

The Company carries no margin accounts, promptly transmits all customer funds and delivers all
securities received in connection with its activities, does not otherwise hold funds or securities
for, or owe money or securities to customers. Accordingly, the Company is exempt from the
provisions of Rule 15¢3-3 of the Securities and Exchange Commission.

Principles of Consolidation

All material intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires the Company's management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less
when purchased to be cash equivalents.
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Jefferson Pilot Variable Corporation

Notes to Consolidated Financial Statements (continued)

1. Accounting Policies (continued)
Recognition of Revenue and Expense

Concession and interest income are recorded as earned and selling expenses are recorded as
incurred.

Income Taxes

The amount of current and deferred taxes payable or refundable is recognized as of the date of
the financial statements, utilizing currently enacted tax laws and rates. Deferred tax expenses or
benefits are recognized in the financial statements for the changes in deferred tax liabilities or
assets between years. As of December 31, 2003, there was no deferred tax asset or deferred tax
liability.

2. Retirement and Other Benefit Plans

All individuals who provide services to the Company are employees of the Parent. These
individuals are eligible to participate in a noncontributory defined benefit pension plan, a
contributory defined contribution retirement plan, postretirement life insurance and health care
plans, and certain stock option plans, which are provided for the employees of Jefferson-Pilot
Corporation and its subsidiaries. Expenses related to these plans are included in general and
administrative expenses.

JP Life provides health care and life insurance benefits to retired employees who have met
specified eligibility requirements. The Company’s share of the estimated costs that will be paid
after retirement is generally being accrued by charges to expense over the employees’ active
service periods to the dates they are fully eligible for benefits.

3. Net Capital Requirement

As a registered broker-dealer in securities, the Company is subject to the Securities and
Exchange Commission's Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. At December 31, 2003, the Company had net
capital of $1,193,907, which was $1,168,907 in excess of its required net capital of $25,000. The
Company’s ratio of aggregate indebtedness to net capital was 0.002 to 1.
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Jefferson Pilot Variable Corporation

Notes to Consolidated Financial Statements (continued)

4. Federal Income Taxes

The Company is included in the consolidated federal income tax return filed by the Parent.
Federal income taxes are calculated as if the companies filed on a separate return basis, and the
amount of current tax or benefit calculated is either remitted to or received from the Parent.

The Company’s federal income tax provision is computed in accordance with a Tax Sharing
Agreement between the Parent and its subsidiaries at the statutory rate of 35 percent.

5. Transactions with Affiliates

The Company has a Fund Distribution Agreement with Jefferson Pilot Variable Fund, Inc.,
which is an open-end diversified series management investment company registered under the
Investment Act of 1940, as amended. Under this Agreement, the Company performed all
functions relative to sales and marketing of the shares of the Fund. During 2003, the Company
received concession of $36,495,215 from affiliated life insurance companies, which includes
compensation for variable life insurance and variable annuities sold.

The Company has a Selling Agreement with Jefferson Pilot Securities Corporation (JPSC), an
affiliated broker-dealer, which is also registered with the Securities and Exchange Commission
and National Association of Securities Dealers, Inc. The Company acts as distributor for JP
Financial’s variable life insurance policies and variable annuity contracts. Under this selling
agreement, JPSC is paid sales commissions relating to these products. The Company paid
commissions of $26,672,897 and $411,412 in 2003 for the distribution of variable life and
annuity contracts, respectively, in selling expenses.

JP Life provides the Company its management and administrative personnel. The associated
costs allocated to the Company in 2003 are included in general and administrative expenses.
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Jefferson Pilot Variable Corporation

Computation of Net Capital Pursuant to Rule 15¢3-1

December 31, 2003

Computation of net capital
Total stockholder’s equity

Deductions and/or charges:
Nonallowable asset:
Prepaid expenses
Federal income tax receivable
Total non-allowable assets

NET CAPITAL
TOTAL AGGREGATE INDEBTEDNESS

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required (6 2/3% of aggregate indebtedness)

Minimum dollar net capital requirement
Net capital requirement (greater of above amounts)
Excess net capital

Ratio of aggregate indebtedness to net capital

$1,196,379

$ 2,460
12
2,472

$1,193,907

$ 2,776

$ 185

$ 25,000
_S_25000

$1,168,907

002to 1

There were no material differences between the audited Computation of Net Capital included in
this report and the corresponding schedule included in the Company’s unaudited December 31,

2003 Part IIA FOCUS filing.
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Jefferson Pilot Variable Corporation

Statement Regarding Rule 15¢3-3

December 31, 2003

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission under
paragraph (k)(1) of that Rule.

10
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