LIFE INSURANCE

Advanced Markets
Paying Premiums with Arbitrage

TODAY we find ourselves in an economic environment that features some of the lowest interest rates in the past
century. In the right circumstances, clients who have an asset that is currently producing a return that exceeds
today's low interest rates can use the arbitrage to pay premiums. This may offer them a way to fund an Irrevocable
Life Insurance Trust while minimizing transfer and income taxes.

Take a look at how this strategy works when an asset is transferred to the trust in exchange for a fair market
installment note with a 9-year term. The note is based on the June 2011 mid-term Applicable Federal Rate of 2.27%
and would be locked in for 9 years:

Sale of Asset

Value of Asset: $7,142,857
Discounted Value of Asset: $5,000,000

.................................................................................... Total return on
Asset @6.00%:

Promissory Note of $5,000,000 © $428,571 Consider the cost
; of waiting:
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: A E  required would increase to
Note Interest and Loan Repayments i ] :
Interest at 2.27%: $113,500 E L Death | UEEE0L, e il
P Benefit f $265,071 for premium.
$8.480 562 The life insurance

P E  death benefit that could
Annual be purchased would then
Premiums decrease to approximately
$315,071 i $7.1M or approximately
P : $1.3M, less than what
can be purchased under
current conditions.

John Hancock

Life Insurance
Policy

The installment note is assumed to be established as a balloon payment so that the principal is repaid at the end of the 9-year term. The business is
assumed to qualify for a valuation discount of 30% based on its marketability. This is a supplemental illustration. Not all benefits and values are
guaranteed. The assumptions on which the non-guaranteed elements are based are subject to change by the insurer. Actual results may be more or
less favorable. Assumes a John Hancock Protection UL on a Male, age 65, Preferred Non smoker for $8,480,562 death benefit with a premium for
$315,071 based on a policy crediting rate of 5.2%. Loan interest was calculated based on June 2011 Mid Term AFR rate of 2.27%.
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Repayment of the Note

The trust will then repay the estate the remaining note balance at the end of the trust term with funds from the trust
growth, the asset itself or the life insurance proceeds.

To learn more, click here to see our new JH Solutions module that illustrates this strategy.

For more information, call your John Hancock Representative or the Advanced Markets Group at
888-266-7498, option #3.

For Agent Use Only. This material may not be used with the public.

Trusts should be drafted by an attorney familiar with such matters in order to take into account income and estate tax laws (including the generation-
skipping transfer tax). Failure to do so could result in adverse tax treatment of trust proceeds.

This material does not constitute tax, legal or accounting advice and neither John Hancock nor any of its agents, employees or registered
representatives are in the business of offering such advice. It was not intended or written for use and cannot be used by any taxpayer for the purpose
of avoiding any IRS penalty. It was written to support the marketing of the transactions or topics it addresses. Comments on taxation are based on
John Hancock's understanding of current tax law, which is subject to change. Anyone interested in these transactions or topics should seek advice
based on his or her particular circumstances from independent professional advisors.

Insurance policies and/or associated riders and features may not be available in all states.

Insurance products are issued by John Hancock Life Insurance Company (U.S.A.), Boston, MA 02116 (not licensed in New York) and John Hancock
Life Insurance Company of New York, Valhalla, NY 10595.
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