
THE CONCERN: LOW RETURNS AND HIGH
TAXES

Due to estate tax uncertainty and the volatility of

the stock market, many clients are reluctant to

continue making cash gifts to family members

annually, or to continue with other planning

techniques already established. Nonetheless, it 

is critical that the client not abandon current

planning or ignore opportunities for planning now

since transfers to the next generation may still be

significantly reduced by taxes. In addition, it will

be important to consider the different ways to

reposition existing assets to increase income and

make them more tax-efficient for wealth transfer

purposes. For instance, the clients may like the

tax-free income provided by their municipal bonds,

intending to transfer the bonds at death to heirs.

However, tax-free municipal bonds do not

generally provide the opportunity for high returns.

Moreover, the value of the bonds can be depleted

considerably by estate taxes even if the estate tax

is reformed. Strategies that include repositioning

an inefficient asset to maintain or increase current

income, as well as preserve wealth for future

generations, should be seriously considered.

THE SOLUTION: MUNICIPAL BOND
MAXIMIZATION

Municipal Bond Maximization is a planning

technique in which the bonds are converted to, or

exchanged for, a Single Premium Immediate

Annuity (SPIA).1 A SPIA provides an income stream

for a chosen number of years based on a single

deposit made to purchase the annuity, and the

client’s age and health status. This approach

assumes the use of a life-only no-refund SPIA in

which an income stream is guaranteed to be paid

to the client for life (or for the joint lifetime of

client and spouse, if applicable). If an alternative

annuity option is chosen when the SPIA is issued,

there may be income and/or estate taxes that

apply. For clients who need supplemental

retirement income, a SPIA may provide a higher

net income than the bonds.

The client can then make gifts of a portion of the

after-tax income generated from the SPIA to an

Irrevocable Life Insurance Trust (ILIT).2 The ILIT then

has the funds to purchase a life insurance policy

on the client’s life for an amount that replaces or

exceeds the value of the municipal bonds. Since

the life insurance is owned by an ILIT, the proceeds

will not be part of the taxable estate, providing

that the trust is properly drafted. Potentially more

can be transferred to heirs, estate tax-free, when a

SPIA and life insurance policy work together using

a Municipal Bond Maximization approach. See

following chart.

WEALTH TRANSFER WITH MUNICIPAL BOND MAXIMIZATION
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WEALTH MAXIMIZATION AND MUNICIPAL BONDS

In three simple steps, the client can maximize his or her
municipal bonds and increase the amount transferred 
to the heirs. Here are the steps:

1) Liquidate municipal bonds and purchase an
immediate annuity with a life-only option. If the
client purchases an immediate annuity with a life-only
option, none of the value of the annuity will be included 
in the taxable estate at death. The SPIA can provide an
income stream, a portion of which can be used to 
make gifts.

2) Use distributions from the immediate annuity for
annual exclusion gifts to the trust. Clients can use the
after-tax income to make annual exclusion gifts to an ILIT
for children and other beneficiaries. Currently, annual
exclusion gifts of $13,000 per recipient can be made
without gift tax consequences.3 In addition, each person
has a $1,000,000 lifetime exemption from gift tax.

3) Trustee of the ILIT uses the annual exclusion gifts to
purchase life insurance. The ILIT will purchase a single-
life or survivorship life insurance policy, and the client’s
heirs will be the trust beneficiaries. The trust should
receive the proceeds of the life insurance policy free of
estate and income taxes.

ADVANTAGES OF MUNICIPAL BOND MAXIMIZATION

• Municipal bonds may be sold with minimal income tax cost.

• SPIA income can replace the bond income without estate
taxes.

• A SPIA can typically provide a higher return than
municipal bonds.

• Life insurance inside an ILIT is generally free of income and
estate taxes.4

• The ILIT proceeds can be used to maximize inheritances
and transfer wealth to the next generation.

DISADVANTAGES OF MUNICIPAL BOND MAXIMIZATION

• Municipal bonds may have a lower investment risk than
life insurance.

• Life insurance may have fees associated with it such as the
cost of insurance.

• Unlike municipal bonds, SPIA income is subject to income
tax.

• The exchange may be taxable and/or result in additional
charges and/or risks.

CONCLUSION

For clients who have large municipal bond holdings that they
intend to transfer to the next generation, and who do not
want to give up the income stream the bonds provide,
municipal bond maximization may be an effective planning
strategy. By implementing a municipal bond maximization
strategy, clients can maintain or increase income, and
leverage a portion of the income with life insurance, outside
the taxable estate. Clients may “live better while leaving
more” to heirs by using this strategy.
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THE PROBLEM THE SOLUTION THE RESULT

Low-yielding municipal bonds are subject 
to estate tax.

• Convert municipal bonds to SPIA.

• Leverage SPIA income with life insurance.

Increase the amount transferred 
to heirs.



CASE STUDY: JAMES AND ELLEN WEINGART

Facts: James (74) and Ellen (71) Weingart are both Preferred Non Smoker risks. They have an estate valued at $5,000,000, including
$1,000,000 in municipal bonds. They have two children and want to maximize the inheritance that each child receives. Currently, the
Weingarts receive $32,000 a year in municipal bond income.

Problem: James and Ellen want to implement a plan that will maximize their children’s inheritance and reduce potential estate taxes.
Most of their assets are tied up in real estate and other investments and they are reluctant to liquidate those assets. In addition, they
want to retain the $32,000 a year in municipal bond income (after tax).

Solution: Municipal Bond Maximization

HERE’S HOW IT WORKS

James and Ellen convert their municipal bonds to a Single Premium Immediate Annuity (SPIA). This will provide them with an annual 
after-tax income stream of $63,188 for life. They will make a gift of $26,136 to an ILIT using available annual exclusion gifts. The trustee
of the ILIT will use the gifts to purchase a John Hancock Protection SUL policy with a death benefit of $1,500,000 and an annual
premium of $26,136.5

This is a supplemental illustration authorized for distribution only when preceded or accompanied by a basic illustration from the issuer.
Benefits and values may not be guaranteed; the assumptions on which they are based are subject to change by the insurer. Actual results
may be more or less favorable. Refer to the basic illustration for guaranteed elements and other important information. For non insurance
figures, the data shown is taken from a hypothetical calculation. It assumes a hypothetical rate of return and may not be used to project or
predict investment results. The estate tax calculation is based on current law.6

Conclusion: By implementing a municipal bond maximization strategy, James and Ellen are able to increase their spendable income by
$5,052 annually and increase the inheritance for their children.
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RETAIN MUNICIPAL BONDS MUNICIPAL BOND MAXIMIZATION

NET ANNUAL INCOME $32,000 $63,188

PREMIUM $0 $26,136

NET SPENDABLE INCOME $32,000 $37,052

ESTATE TAX $450,000 $0

NET TO HEIRS AT YEAR 22 $550,000 $1,500,000



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.

1. A SPIA is a Single Premium Immediate Annuity that provides an income stream for a chosen number of years based on a single deposit made to 
purchase the annuity. The annuity income stream is calculated on a Life-Only No-Refund basis so that the income will last for the client’s lifetime, 
or the joint lifetime of the client and spouse, if applicable, and no balance will be payable to the taxable estate at death. The SPIA guarantee is
based on the claims paying ability of the insurer issuing the SPIA and John Hancock does not issue such contracts.

2. Trusts must be drafted by an attorney familiar with such matters in order to take income and estate tax laws, including generation-skipping transfer
tax, into consideration. Failure to do so could result in adverse tax treatment of trust assets.

3. The annual exclusion is currently $13,000 and will be adjusted annually for inflation. Creating and funding an ILIT is a sophisticated estate planning
technique and your legal and estate planning advisor should be consulted prior to making any estate, tax, or investment decisions. 

4. Life insurance death benefit proceeds are generally excludable from the beneficiary’s gross income for income tax purposes. There are a few
exceptions such as when a life insurance policy has been transferred for valuable consideration.

5. This example assumes that the estate is growing at 5% after tax annually and that the sale of the municipal bonds does not result in income tax.

6. Under the current law, which is based on the “Unemployment Insurance Reauthorization and Job Creation Act of 2010,” the maximum estate tax
rate is 35% with a $5,000,000 exemption for each individual. For 2012, this $5,000,000 will be indexed for inflation, taking into account inflation
that occurred from January 1, 2010, through December 31, 2011. The $5,000,000 exemption amount can be used either during lifetime, as a gift
tax exemption amount, or at death as an estate tax exemption. In addition, each individual has a $5,000,000 exemption to the generation-skipping
transfer (GST) tax; this $5,000,000 can be used during life or at death. If an individual passes away with an unused amount of exemption
remaining, that individual’s surviving spouse can use the unused amount to shelter a transfer from either gift or estate taxes. Effective January 1,
2013, the exemption amount for each of the gift, estate and GST taxes will drop to $1M and the top tax rate for each will be 55%.

Guaranteed product features are dependent upon minimum premium requirements and the claims-paying ability of the issuer.

Insurance policies and/or associated riders and features may not be available in all states. Some riders may have additional fees and expenses
associated with them. 

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.

©2011 John Hancock. All rights reserved.

IM1339   05/11   MLINY05041114849 Policy Form Series : 11PROSUL

INSURANCE PRODUCTS:

Not FDIC Insured Not Bank Guaranteed May Lose Value

Not a Deposit Not Insured by Any Government Agency

Availability subject to State approvals.



Survivorship Universal Life Insurance

The Survivorship Universal Life Insurance policy which 
you are considering provides flexible death benefit 
protection on two lives and premium payment flexibility.  
The values in the insurance contract grow based on the 
amount and timing of each premium payment, plus the 
interest rate and other credits applied to the policy, less 
insurance and other charges.

 

Certain aspects of the policy cannot be predicted with 
absolute certainty.  These nonguaranteed elements are 
described on the following pages.  For example, the 
interest rate credited may exceed the guaranteed rate 
and monthly charges may be less than the maximum 
guaranteed charges.  This is an illustration only and is 
not intended to predict actual performance.

 

Death Benefit Protection

This policy illustration shows the Death Benefit 
Protection feature guaranteeing the policy death benefit 
to the younger Life Insured’s attained age 95.

As long as the Death Benefit Protection feature is in 
effect and no loan is outstanding, your policy cannot 
lapse even if the Net Cash Surrender Value falls to zero 
or below.  The Death Benefit Protection feature will stay 
in effect as long as the reference value called the Net 
Death Benefit Protection Value is greater than zero.

The Death Benefit Protection Value is a reference value 
and is only used to determine whether or not the Death 
Benefit Protection feature will stay in effect. The 
policyowner cannot access the reference value.

 

Like your Policy Value, the Death Benefit Protection 
Value is directly affected by the timing and amounts 
of premiums paid.  To ensure that you have the 
Death Benefit Protection feature in effect for the 
period illustrated, it is important that premium 
payments are paid when they are due, otherwise 
your policy may lapse.

 

For purposes of calculating your Death Benefit 
Protection Value, we will apply premiums retroactively 
to the beginning of the policy month in which they are 
received.

Death benefit option changes, loans, withdrawals, rider 
termination or change, and/or face amount decreases 
will also affect the Death Benefit Protection feature.

If a policy loan is outstanding, the Death Benefit 
Protection feature will not prevent your policy from 
lapsing if the Net Policy Value falls to zero.

received.

Death benefit option changes, loans, withdrawals, rider 
termination or change, and/or face amount decreases 
will also affect the Death Benefit Protection feature.

If a policy loan is outstanding, the Death Benefit 
Protection feature will not prevent your policy from 
lapsing if the Net Policy Value falls to zero.
 

Net Death Benefit

The life insurance provided in this illustration reflects a 
Total Initial Death Benefit of $1,500,000.  The Death 
Benefit is composed of $1,500,000 in Face Amount 
(Option 1).  The net death benefit reflects total loan plus 
any loan interest due.

 

Planned Premium Outlay

One of the advantages of Survivorship Universal Life 
Insurance is premium payment flexibility, allowing you 
to vary the amount of your payments.  This illustration 
assumes an Initial Planned Premium Outlay of 
$26,136.00 and that all subsequent premium payments 
are made at the beginning of each modal period.  
Reduced or discontinued premiums in future years are 
only possible if the premiums paid and amounts 
credited are sufficient to cover the cost of insurance and 
administrative expenses.  These factors, as well as any 
outstanding policy loans or withdrawals, could 
necessitate additional premiums to maintain your 
insurance coverage.  Payments in excess of the 
planned premium are subject to underwriting approval.

 

Guaranteed Coverage Premium

Based on the initial death benefit shown in the 
illustration, the level annual premium to guarantee 
coverage for life is $43,779.96.  Death benefit option 
changes, loans, withdrawals, policy changes, and face 
amount changes will cause this premium to be 
recalculated.  Premiums are subject to maximum 
guidelines allowed by the Internal Revenue Code.

 

Interest Rate

Interest is illustrated at an initial assumed effective 
annual rate of 5.20%.  We determine the rate of interest 
to be credited to the Policy Value based on our 
assessment of investment yields and other 
considerations as outlined in your policy.  The current 
rate may increase or decrease, but at no point will the 
interest credited to the policy be lower than the 
guaranteed annual rate of 2.50%.
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to be credited to the Policy Value based on our 
assessment of investment yields and other 
considerations as outlined in your policy.  The current 
rate may increase or decrease, but at no point will the 
interest credited to the policy be lower than the 
guaranteed annual rate of 2.50%.
 

Our obligations under your policy are backed by our 
general account assets.  In addition to fixed income 
investments, such as corporate bonds, we expect to 
invest a portion of the premiums received under this 
class of policies in equities and other longer-duration 
assets.  This investment approach, which may be 
different from the mix expected with other survivorship 
universal life policies, is intended to produce results that 
would permit us to credit values that maximize your 
policy’s performance over the longer term.  However, 
this approach could also cause the policy to experience 
a higher degree of variability of results year-to-year 
relative to other survivorship universal life policies.  It is 
important to review your annual statement and request 
periodic in-force illustrations to make sure your policy 
continues to meet your objectives.

 

Illustrations will be shown at the guaranteed minimum 
interest rate, and an assumed rate (or rates).  An 
assumed illustrated rate will never be higher than the 
current rate, or lower than the guaranteed minimum 
rate.  Values illustrated at the current or an assumed 
rate are not guarantees or estimates, but merely 
illustrate results on the basis of the selected 
assumption.

Changes in the rate of interest that we declare will 
affect both the interest and Persistency Credit applied 
to your Policy Value.  The table below shows how these 
changes could affect the continuation of your coverage, 
keeping other assumptions constant (including planned 
premiums, issue age, risk class and current charges):

 

    Interest Rate Assumption Policy Year at Lapse*

    ______________________ __________________

    5.20% Initial Current Rate N/A

    4.70% 31

    4.20% 28

    3.70% 27

    3.20% 26

    2.70% 25

    2.50% Minimum Rate 25

 
* In this table, the lapse year is hypothetical only, based upon the assumed 
factors, and is not guaranteed.  For instance, the mortality charges used in 
these calculations are less than the maximum charges, and the Persistency 
Credit assumed is greater than the guaranteed minimum.

 

Accessing Policy Value

After your policy has been in force for one year, you can 
make partial cash withdrawals.  You can surrender your 
policy for cash at any time.  We will pay you the policy 
value less a surrender charge and any policy debts you 
may have.  You can also borrow the available cash 
value at any time.

 

Amount Credited

This is the interest earned on the Policy Value, 
including the amount of interest credited on the Loan 
Account, plus the Persistency Credit.

 

Policy Loans

Policy loans may be taken against the Policy Value at 
any time,  and if projected on an illustration , are 
assumed to be taken at the beginning of the year.  The 
maximum loan amount available is the Surrender Value 
less any indebtedness, one year of policy charges, and 
one year’s loan spread.  

The net cost of a loan equals the loan interest rate 
charged less the loan interest rate credited to the 
portion of Policy Value securing the loan.  This 
differential is guaranteed to be no greater than 1.5% in 
policy years 1-10.  In subsequent years, the differential 
is currently 0.00% , and guaranteed not to exceed 
0.25%.

Loan interest is payable in arrears.  The loan interest 
rate used in this policy illustration is shown in the Policy 
Summary.  Loan interest rates are variable and subject 
to change annually on the policy anniversary.

 

Annual Loan Interest
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This is the interest charged on the outstanding Policy 
Debt.  In the event that you do not pay the loan interest 
charged in any Policy Year, it will be borrowed against 
the policy and added to the Policy Debt in arrears at the 
Policy Anniversary.

 

Withdrawals

Withdrawals reduce the Policy Value and the Death 
Benefit.  Withdrawals, if illustrated, are assumed taken 
at the beginning of the year.

 

Life Expectancy

The estimated joint life expectancy is 17.5 years 
assuming 2001 CSO Smoker/Nonsmoker Mortality 
Table.  It does not predict when the second life will die.  
It is expected that more than half of the insureds will live 
longer than the average.

 

Policy Continuation at Age 121

Provided your coverage is in effect on the policy 
anniversary nearest the date on which the younger life 
insured reaches attained age 121, or would have 
reached age 121 if living, coverage will continue after 
age 121 and interest will be credited.  No additional 
charges, other than those for any outstanding policy 
loans, will be deducted.  The tax implications with 
respect to policies that continue beyond age 100 are 
not clear at the present time.  We urge you to consult 
your tax advisor regarding this issue if there are 
questions about what happens after age 100.

 

Taxation of Life Insurance

The information contained in this illustration is based on 
certain tax and legal assumptions.  We suggest that you 
seek professional counsel regarding the interpretation 
of current tax laws and accounting practices as they 
relate to your actual situation.  The Technical and 
Miscellaneous Revenue Act (TAMRA) of 1988 classifies 
some policies as Modified Endowment Contracts 
(MECs).  Distributions from these policies (excluding 
death benefits but including policy loans and 
withdrawals) are taxed differently and may be subject to 
an IRS 10% penalty tax.  TAMRA testing has been 
performed on the current scale only.

 The initial annual 7-pay premium for this policy is 
$123,129.00.

$123,129.00.

 Based on our interpretation of TAMRA, this policy as 
illustrated would not be considered a Modified 
Endowment Contract (MEC).

 Employer-owned Life Insurance.
Where the owner of the policy is the employer of the 
insured, Section 101(j) of the Internal Revenue Code 
specifies a number of requirements in order for life 
insurance death benefits to be excluded from income 
taxation.  Potential insureds must be limited to the 
employer’s directors and "highly compensated" 
employees (as defined by the law).  Also, before the 
issuance of the policy, the potential insured must (1) 
be notified in writing that the employer/policyowner 
intends to insure the employee's life and the maximum 
face amount for which the employee could be insured; 
(2) give his or her written consent to being a life 
insured under the policy, and agree that such 
coverage may continue after the life insured 
terminates employment; and (3) be informed in writing 
that the employer/policyowner will be a beneficiary of 
any proceeds payable upon the death of the 
employee.  Finally, the policyowner is required to keep 
records and make an annual report concerning its 
employer-owned life insurance policies.  Taxpayers 
should seek the counsel of qualified tax advisors to 
determine the applicability of IRC §101(j) or other 
provisions of federal tax law and/or compliance with 
the requirements of any such law or regulation.

 

Other Considerations

This is an illustration only.  An illustration is not 
intended to predict actual performance.  Unless 
otherwise stated, amounts credited and other 
values set forth in the illustration are not 
guaranteed.

 

This illustration assumes that the currently 
illustrated nonguaranteed elements will continue 
unchanged for all years shown.  This is not likely to 
occur, and the actual results may be more or less 
favorable.  Future credits and deductions can vary 
at the company's discretion depending upon 
factors such as death claims, investment earnings 
and expenses, as well as policy owner actions such 
as the timing and amount of premium payments, 
policy lapse and reinstatement, loans and 
withdrawals, and contractual changes.
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policy lapse and reinstatement, loans and 
withdrawals, and contractual changes.
 

To ensure that your policy continues to meet your 
objectives, we suggest that in addition to reviewing 
annual statements, you periodically request in force 
illustrations.  In force illustrations will provide an 
updated projection of policy performance.

 

Protection SUL is issued by John Hancock Life 
Insurance Company (U.S.A.) of Boston, MA 02117.  
John Hancock Life Insurance Company (U.S.A.) 
consistently receives high financial strength ratings from 
independent rating agencies such as Fitch Ratings, 
A.M. Best, Standard & Poor's, and Moody's.  For more 
information, please visit our website at 
www.JohnHancock.com.

 

For more than a century, John Hancock has offered 
security and high quality products to its customers.  The 
company's experience and resources allow it to provide 
first class financial solutions to customers in every 
market in which it operates.
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Coverage Summary
Initial

  Initial Annualized

Coverage Description Amount Premium

Face Amount - Level for all years $1,500,000 $26,136.00

  

Policy Summary 

 

State Michigan  

Death Benefit Option 1 From 1 Thru 50

Definition of Life Insurance CVAT  

Payment Mode Monthly  

Charges Current  

Assumed Interest Rate 5.20% From 1 Thru 50

Loan Interest Rate 5.75% From 1 Thru 50

Owner Tax Bracket 35.00% From 1 Thru 50

Initial 7-Pay Premium
Target Premium

$123,129.00
$28,142.90

 

Minimum Initial Premium $992.05  

Death Benefit Protection Period
           Based on Illustrated Assumptions

24 Years  

  

Interest Adjusted Indexes on Insured at 5%   

   

 -------Payment-------
10 Year      20 Year

----------Cost----------
10 Year      20 Year

 

Guaranteed
Current
Non-guaranteed Element

17.42
17.42

0.00

17.42
17.42

0.00

17.42
10.91

6.51

17.42
12.47

4.95

 

Interest
Adjusted
Indexes

These indexes provide a means for evaluating the comparative cost of the policy under stated assumptions.  They 
can be useful in comparing similar plans of insurance, a lower index being better than a higher one.  These indexes 
reflect the time value of money.  Indexes are approximate because they involve assumptions, including the rate of 
interest used.
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GUARANTEED ASSUMPTIONS  

These policy benefits and values are  GUARANTEED     NON-GUARANTEED ASSUMPTIONS

based on the guaranteed interest of  SUMMARY YEARS ASSUMPTIONS  Midpoint Scale Assumed Scale

2.50% and guaranteed charges.  Based  

on your Planned Premium Outlay, the     Years Premium Paid in Cash 25 25 47

policy would remain in force until  

policy year 25, month 7*.  

NON-GUARANTEED ASSUMPTIONS   Summary Year 5

These policy benefits and values are     Net Surrender Value 4,180 22,364 41,137

based on non-guaranteed elements that     Net Death Benefit 1,500,000 1,500,000 1,500,000

are subject to change by the insurer.  

Actual results may be more or less   Summary Year 10

favorable.     Net Surrender Value 0 27,314 128,953

ASSUMED SCALE:     Net Death Benefit 1,500,000 1,500,000 1,500,000

Policy benefits and values are based on  

the initial current interest rate of 5.20%   Summary Year 20

and current charges.  Based on your     Net Surrender Value 0 0 257,917

Planned Premium Outlay, the policy     Net Death Benefit 1,500,000 1,500,000 1,500,000

would remain in force until younger  

insured age 121*.   Summary Year 29

MIDPOINT SCALE:     Net Surrender Value 0 0 188,040

Assumes the midpoint interest rate     Net Death Benefit 0 0 1,500,000

and charges which are halfway between  

current and guaranteed.  Based on  

your Planned Premium Outlay, the  

policy would remain in force until  

policy year 25, month 7*.  

Premiums are assumed to be paid at  

the beginning of each modal period.  

Policy values, including surrender values   

and death benefits, are illustrated as of  

the end of the year, unless otherwise
noted. I have received a copy of this illustration and understand that any non-guaranteed elements illustrated are 

 
* See Policy Continuation at Age 121
on "Valuable Information" page.

Representative's Address:
Sample Agent
197 Clarendon St. 
Boston, MA  02116
(617) 572-6000

subject to change and could be either higher or lower.  The representative has told me they are not 
guaranteed.

Applicant: ________________________________________________  Date: ___________________
                                       (Signature)                                                                              (mm/dd/yyyy)

Applicant: ________________________________________________  Date: ___________________
                                       (Signature)                                                                              (mm/dd/yyyy)
I certify that this illustration has been presented to the applicant and that I have explained that any 
non-guaranteed elements illustrated are subject to change.  I have made no statements that are inconsistent 
with the illustration.

Representative: ___________________________________________  Date: ___________________
                                       (Signature)                                                                              (mm/dd/yyyy)

                       I further understand that the guarantees provided by the Death Benefit Protection 
feature are directly affected by the amount and timing of premiums paid.

 <ins1si> 

 <ins2si> 

 <asi> 

 <ins1dt> 

 <ins2dt> 

 <adt> 

      

John Hancock Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Survivorship Universal Life Insurance Policy

Numeric Summary

Sample Client
Male - 74 - Preferred NonSmoker
Sample Client
Female - 71 - Preferred NonSmoker

Initial Death Benefit $1,500,000
Face Amount $1,500,000

Initial Planned Premium: $2,178.00 / Billing Mode: Monthly
Death Benefit Option 1; Cash Value Accumulation Test

State: Michigan

Illustration Assumptions

Presented By: Sample Agent

Protection SUL   Form: 11PROSUL
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1 75 72 26,136 12,228 0 1,500,000 13,423 0 1,500,000

2 76 73 26,136 23,007 0 1,500,000 28,018 0 1,500,000

3 77 74 26,136 31,335 0 1,500,000 43,218 5,501 1,500,000

4 78 75 26,136 36,624 800 1,500,000 58,946 23,122 1,500,000

5 79 76 26,136 38,150 4,180 1,500,000 75,107 41,137 1,500,000

6 80 77 26,136 35,043 2,887 1,500,000 91,567 59,411 1,500,000

7 81 78 26,136 26,322 0 1,500,000 108,051 77,658 1,500,000

8 82 79 26,136 10,754 0 1,500,000 124,306 95,618 1,500,000

9 83 80 26,136 0 0 1,500,000 139,970 112,931 1,500,000

10 84 81 26,136 0 0 1,500,000 154,404 128,953 1,500,000

Totals: 261,360

11 85 82 26,136 0 0 1,500,000 167,690 143,749 1,500,000

12 86 83 26,136 0 0 1,500,000 178,753 156,236 1,500,000

13 87 84 26,136 0 0 1,500,000 187,031 165,858 1,500,000

14 88 85 26,136 0 0 1,500,000 191,741 171,826 1,500,000

15 89 86 26,136 0 0 1,500,000 193,413 174,668 1,500,000

16 90 87 26,136 0 0 1,500,000 208,676 191,036 1,500,000

17 91 88 26,136 0 0 1,500,000 223,199 209,893 1,500,000

18 92 89 26,136 0 0 1,500,000 236,827 227,407 1,500,000

19 93 90 26,136 0 0 1,500,000 249,415 243,476 1,500,000

20 94 91 26,136 0 0 1,500,000 260,728 257,917 1,500,000

Totals: 522,720

21 95 92 26,136 0 0 1,500,000 268,604 268,604 1,500,000

22 96 93 26,136 0 0 1,500,000 274,141 274,141 1,500,000

23 97 94 26,136 0 0 1,500,000 276,950 276,950 1,500,000

24 98 95 26,136 0 0 1,500,000 276,526 276,526 1,500,000

25 99 96 26,136 ## ## ## 272,146 272,146 1,500,000

26 100 97 26,136 262,839 262,839 1,500,000

27 101 98 26,136 247,218 247,218 1,500,000

28 102 99 26,136 223,273 223,273 1,500,000

29 103 100 26,136 188,040 188,040 1,500,000

30 104 101 26,136 194,173 194,173 1,500,000

Totals: 784,080

Policy
Year

EOY
Age

Planned
Premium

Policy
Value

Net
Surrender

Value

Net
Death

Benefit
Policy
Value

Net
Surrender

Value

Net
Death

Benefit

End of Year Guaranteed Assumptions
2.50% Minimum Rate, Maximum Charges

End of Year Non-Guaranteed Assumptions
5.20% Initial Current Rate, Current Charges

John Hancock Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Survivorship Universal Life Insurance Policy

Guaranteed and Nonguaranteed Values

Sample Client
Male - 74 - Preferred NonSmoker
Sample Client
Female - 71 - Preferred NonSmoker

Initial Death Benefit $1,500,000
Face Amount $1,500,000

Initial Planned Premium: $2,178.00 / Billing Mode: Monthly
Death Benefit Option 1; Cash Value Accumulation Test

State: Michigan

Illustration Assumptions

Presented By: Sample Agent

Protection SUL   Form: 11PROSUL

 
This is your Basic Illustration and is valid only if all illustration pages are included.
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31 105 102 26,136 200,474 200,474 1,500,000

32 106 103 26,136 206,974 206,974 1,500,000

33 107 104 26,136 213,723 213,723 1,500,000

34 108 105 26,136 220,916 220,916 1,500,000

35 109 106 26,136 228,702 228,702 1,500,000

36 110 107 26,136 237,297 237,297 1,500,000

37 111 108 26,136 246,190 246,190 1,500,000

38 112 109 26,136 255,419 255,419 1,500,000

39 113 110 26,136 264,925 264,925 1,500,000

40 114 111 26,136 274,625 274,625 1,500,000

Totals: 1,045,440

41 115 112 26,136 284,202 284,202 1,500,000

42 116 113 26,136 293,932 293,932 1,500,000

43 117 114 26,136 304,576 304,576 1,500,000

44 118 115 26,136 317,659 317,659 1,500,000

45 119 116 26,136 336,225 336,225 1,500,000

46 120 117 26,136 366,569 366,569 1,500,000

47 121 118 26,136 346,048 346,048 1,500,000

48 122 119 0 378,238 378,238 1,500,000

49 123 120 0 444,703 444,703 1,500,000

50 124 121 0 58,172 58,172 1,500,000

Totals: 1,228,392

51 125 122 0 61,197 61,197 1,500,000

52 126 123 0 64,379 64,379 1,500,000

53 127 124 0 67,727 67,727 1,500,000

54 128 125 0 71,248 71,248 1,500,000

Totals: 1,228,392

Policy
Year

EOY
Age

Planned
Premium

Policy
Value

Net
Surrender

Value

Net
Death

Benefit
Policy
Value

Net
Surrender

Value

Net
Death

Benefit

End of Year Guaranteed Assumptions
2.50% Minimum Rate, Maximum Charges

End of Year Non-Guaranteed Assumptions
5.20% Initial Current Rate, Current Charges

John Hancock Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Survivorship Universal Life Insurance Policy

Guaranteed and Nonguaranteed Values (cont'd)

Sample Client
Male - 74 - Preferred NonSmoker
Sample Client
Female - 71 - Preferred NonSmoker

Initial Death Benefit $1,500,000
Face Amount $1,500,000

Initial Planned Premium: $2,178.00 / Billing Mode: Monthly
Death Benefit Option 1; Cash Value Accumulation Test

State: Michigan

Illustration Assumptions

Presented By: Sample Agent

Protection SUL   Form: 11PROSUL
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Face Amount

The Face Amount is the coverage provided by the base 
policy.  Any decreases to the Face Amount after the 
first policy year must fall within policy minimums.  If a 
Death Benefit Option Change is illustrated, this column 
also includes the amount by which the Face Amount 
has increased as a result of that change.

 

Monthly Administrative Charge

A monthly Administrative Charge of $15.00 will be 
assessed in all years, current and guaranteed.

 

Contract Charge

The Contract Charge is a rate of $7.6114 per $1,000 of 
the Premium Charge Limit, and deducted each policy 
month for the first 20 policy years.  This charge varies 
by each insured's issue age, gender, risk classification, 
and the policy duration.

 

Premium Charge Limit

The policy’s Premium Charge Limit is $112571.59.  This 
value is used in the calculation of the Premium Charge, 
Surrender Charge, and Contract Charge.

 

Cost Of Insurance

Current insurance charges are based on Company 
experience.  The current rates may change, but are 
guaranteed never to exceed the maximum rates.  
Maximum rates reflect the 2001 CSO Sex and Smoker 
Distinct Age Nearest Birthday Ultimate Mortality Table.

 

Persistency Credit

Beginning in Policy Year 11, a Persistency Credit is 
added to your Policy Value on each monthly processing 
date.  The Persistency Credit is guaranteed to be no 
less than 0.025% of the Net Policy Value.  The amount 
of Persistency Credit that we declare above the 
guaranteed minimum will be determined in a uniform 
and non-discriminatory manner.

We will determine the Persistency Credit taking into 
account our investment experience and other company 
factors, and policy owner actions such as the actual 
timing and amount of premium payments, policy lapse 
and reinstatement, loans and withdrawals, and 
contractual changes.  The Persistency Credit in this 
illustration assumes that all nonguaranteed elements of 
this policy will continue unchanged, and that the policy 
owner’s actions will not vary from those illustrated.  You 
can see a projection of the effect that a policy owner 
action might have on the Persistency Credit by 
requesting an in-force illustration.

and reinstatement, loans and withdrawals, and 
contractual changes.  The Persistency Credit in this 
illustration assumes that all nonguaranteed elements of 
this policy will continue unchanged, and that the policy 
owner’s actions will not vary from those illustrated.  You 
can see a projection of the effect that a policy owner 
action might have on the Persistency Credit by 
requesting an in-force illustration.
 

Death Benefit Option

Death Benefit Option 1 provides a level amount of 
coverage.  It will increase only when necessary to 
maintain the definition of life insurance.  Death Benefit 
Option 2 provides coverage equal to the Face Amount 
plus the Policy Value plus any amount necessary to 
maintain the definition of life insurance.

 

Net Death Benefit

The Death Benefit illustrated is the Face Amount plus 
any Required Additional Death Benefit.  This is the 
value that is payable upon the death of the surviving 
insured as stated on the front page of the policy.  The 
actual amount payable may be decreased by loans or 
increased by additional insurance benefits.  Death 
Benefits are illustrated as of the end of the year.  Net 
Death Benefit reflects the total loan plus any loan 
interest due.

 

Net Income

Net Income reflects any illustrated withdrawal, policy 
loan and/or loan interest due.

 

Net Surrender Value

The Net Surrender Value is the Policy Value less 
surrender charge(s), and is illustrated as of end of the 
year.  This amount is shown net of withdrawals and 
total loans plus interest due.  During the surrender 
charge period, there is a surrender charge assessed if 
all or part of the Face Amount is reduced.  If the policy 
terminates for any reason, the amount of any 
outstanding loan (that was not previously considered 
income) could result in a considerable tax.  Under 
certain situations involving large amounts of 
outstanding loans, you might find yourself having to 
choose between high premium requirements to keep 
your policy from lapsing and a significant tax burden if 
you allow the lapse to occur.  Please consult your tax 
advisor for further information.

John Hancock Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Survivorship Universal Life Insurance Policy

Glossary of Terms

Illustration Assumptions

Sample Client
Male - 74 - Preferred NonSmoker
Sample Client
Female - 71 - Preferred NonSmoker

Initial Death Benefit $1,500,000
Face Amount $1,500,000

Initial Planned Premium: $2,178.00 / Billing Mode: Monthly
Death Benefit Option 1; Cash Value Accumulation Test

State: Michigan
Based on Current Charges and an Initial Current Rate of 5.20%

Protection SUL   Form: 11PROSUL

Presented By: Sample Agent
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your policy from lapsing and a significant tax burden if 
you allow the lapse to occur.  Please consult your tax 
advisor for further information.
 

Planned Premium Outlay

The Planned Premium Outlay is the amount which the 
policyholder plans to pay.  This illustration assumes that 
planned premiums are paid at the beginning of each 
modal period indicated.  Additional premiums may be 
paid while the policy is in force, subject to our minimum 
and maximum limits.

 

Policy Value

When premiums are paid, the balance, after premium 
charges are deducted, goes into the Policy Value.  The 
Policy Value is credited daily with a guaranteed interest 
rate of 2.50% or the current rate, whichever is greater.  
Also, once each month, administrative and insurance 
charges are deducted.

 

Required Additional Death Benefit

The death benefit will automatically be increased if 
necessary to maintain the minimum amount of 
insurance needed to comply with current federal tax law 
(Section 7702 of the Internal Revenue Code).  This will 
ensure that your policy maintains the favorable tax 
treatment associated with being a life insurance policy.

 

Risk Class

Classifications represent groups of people with similar 
risk characteristics and help to determine the cost of 
insurance.  Final risk classification for a proposed 
insured is determined upon completion of the 
underwriting process, and may vary from what is shown 
on this illustration.  If so, you will receive a Revised 
Basic Illustration prior to or upon delivery of your 
insurance contract.

John Hancock Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Survivorship Universal Life Insurance Policy

Glossary of Terms (cont'd)

Illustration Assumptions

Sample Client
Male - 74 - Preferred NonSmoker
Sample Client
Female - 71 - Preferred NonSmoker

Initial Death Benefit $1,500,000
Face Amount $1,500,000

Initial Planned Premium: $2,178.00 / Billing Mode: Monthly
Death Benefit Option 1; Cash Value Accumulation Test

State: Michigan
Based on Current Charges and an Initial Current Rate of 5.20%

Protection SUL   Form: 11PROSUL

Presented By: Sample Agent

 This is your Basic Illustration and is valid only if all illustration pages are included.
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Product & Concept  

Concept Ledger

Approved in Michigan

Product Type All Products

Product Protection SUL 11

Policy Design  

Insured Name Sample Client

Sex Male

Issue Age  / Birthdate 74

State Michigan

Risk Class Preferred NonSmoker

Total Face Amount 1500000

Death Benefit Option Option 1

Definition of Life 
Insurance Test

CVAT

Premium Schedule

Solve 1 Lifetime--

Premium Duration Lifetime

Premium Mode Monthly

Target Cash Value 1.00

Target Year Lifetime

Crediting Rate Current

Agent Name Sample Agent

Insured 2 Insured 
Name

Sample Client

Insured 2 Sex Female

Insured 2 Issue Age  / 
Birthdate

71

Insured 2 Risk Class Preferred NonSmoker

Policy Options  

Estimated Policy Issue 
Date

Today + 1 Month

Charges Current

Lump Sum Month Year 
1

1

Lump Sum Month 
Years 2+

1

MEC Testing Avoid MEC

Target Cash Value 1.00

Target Year Lifetime

Withdrawal Cap Basis

Loan Cap None

Loan Interest Payment 
Type

Borrow

Variable Loan Interest 
Rate

5.75%

Owner Tax Rate 35.00%

Optional Reports  

Optional Presentations No Presentation

Optional Reports Yes

Input Summary Yes

John Hancock Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Survivorship Universal Life Insurance Policy

Input Summary ~~ Internal Use Only ~~ Internal Use Only ~~

Illustration Assumptions

Sample Client
Male - 74 - Preferred NonSmoker
Sample Client
Female - 71 - Preferred NonSmoker

Initial Death Benefit $1,500,000
Face Amount $1,500,000

Initial Planned Premium: $2,178.00 / Billing Mode: Monthly
Death Benefit Option 1; Cash Value Accumulation Test

State: Michigan

Protection SUL   Form: 11PROSUL

Presented By: Sample Agent

 
This is your Basic Illustration and is valid only if all illustration pages are included.
Version: 7.0M[0-0-4218888-3584-4203200] 04/04/2011 04:15:52 PM

John Hancock used the fully allocated expense method to test and verify all products for compliance with the NAIC Life Insurance 
Illustration Model Regulation.
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