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Advanced Markets
Planning in Action

Surfin”with SERPs — navigating the waves of an uncertain

labor market

Casein point

A sales strategist working for one of John Hancock’s distribution
partners contacted Advanced Markets to advise on a case. The agent

he was partnered with was engaged with a manufacturing client who

had recently become concerned about their benefit package. Talk of the
“oreat resignation” and a tightened labor market made the client realize a
need to enhance their attractiveness to current and potential employees.

Designing a case & creating a plan

In discussing the case, the strategist indicated that the client had
expressed three main goals. First, an interest to include only those
employees who were crucial to the operation. Second, to realize cost
recovery of the plan if possible. Finally, to ensure the corporation had

at least some control of the plan. The decision was made to go with a
Supplemental Executive Retirement Plan (SERP) — a type of non-qualified
deferred compensation plan.

How it works

e Corporation institutes an agreement whereby they will fund a retirement
benefit for the key participants.

e The budget is $10,000 a year per employee.

e That amount is used to pay premiums into a John Hancock Accumulation
VUL policy that is owned by the corporation which can be used to
provide: 1) informal funding of the retirement benefit for the designated
employees and 2) plan-cost recovery for the corporation via the policy’s
death benefit.
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Client profile

e Manufacturing corporation

e 76 employees, $3 million in net
revenue per annum

Fact finding

¢ |dentified eight key employees to
participate

e Employees age range is late 30s to
mid-50s

¢ Participants are maxed out on
qualified plans

e Client is familiar with plan
administration through other
employee plans



How it works Resources

Flexibility and control are the key to this arrangement. The business can control a * JH Solutions Presentation:
funding vehicle that meets its specified needs while also providing a retirement benefit SERP (for client use)
to its employees. e SERP Client Guide

Corporate control

The corporation will own and be the beneficiary of the life insurance policy. The policy’s
potential cash value is a general asset of the corporation and can be used to informally
fund the SERP obligation or for other corporate purposes. Also, unlike a qualified

plan, the corporation can decide who should be allowed to participate. Plus, the
withdrawals/loans from the policy are received tax free.

Employee benefit

Employees benefit in multiple ways. They now have another potential source of
retirement income provided by the employer at no cost to themselves and with taxes
deferred until they receive the benefit and are incentivized to stay with their company
to receive the benefit under the SERP agreement.

Conclusion

In-demand employees are increasingly negotiating attractive benefit packages. To

be an employer of choice, corporations must adapt. SERPs offer a flexible plan that
provides a unigue benefit while allowing employers to maintain control as they navigate
the challenging seas of today’s adjust to today’s labor environment.

Call Advanced Markets at 888-266-7498, option 3 to speak with an
Advanced Markets Consultant, or email advancedma rkets@jhancock.com

This material is for Institutional / Broker-Dealer use only. Not for distribution or use with the public.

This material does not constitute tax, legal, investment or accounting advice and is not intended for use by a taxpayer for the purposes of avoiding any IRS
penalty. Comments on taxation are based on tax law current as of the time we produced the material.

All information and materials provided by John Hancock are to support the marketing and sale of our products and services, and are not intended to be
impartial advice or recommendations. John Hancock and its representatives will receive compensation from such sales or services. Anyone interested in these
transactions or topics may want to seek advice based on his or her particular circumstances from independent professionals.

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

Loans and withdrawals will reduce the death benefit, cash surrender value, and may cause the policy to lapse. Lapse or surrender of a policy with a loan may
cause the recognition of taxable income. Policies classified as modified endowment contracts may be subject to tax when a loan or withdrawal is made. A federal
tax penalty of 10% may also apply if the loan or withdrawal is taken prior to age 59%2.

Variable universal life insurance has annual fees and expenses associated with it in addition to life insurance related charges. Variable universal life insurance
products are subject to market risk and are unsuitable as a short term savings vehicle. Cash values are not guaranteed and will fluctuate, and the policy may
lose value.

Variable life insurance is sold by product and fund prospectus, which should be read carefully. They contain information on the investment objectives, risks,
charges and expenses of the variable product and its underlying investment options. These factors should be considered carefully before investing.

Vitality is the provider of the John Hancock Vitality Program in connection with policies issued by John Hancock. Vitality PLUS is an optional rider.

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 and securities are offered through John Hancock Distributors LLC through other broker/dealers that have
a selling agreement with John Hancock Distributors LLC, 197 Clarendon Street, Boston, MA 02116.
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