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OATH OR AFFIRMATION

I, Jeffrey Long , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

John Hancock Funds, LLC , as
of _ December 31 ,2013 are true and correct. I 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:
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Notary Public

—

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

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

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

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

Board of Directors
John Hancock Funds, LLC

We have audited the accompanying financial statements of John Hancock Funds, LLC (the
Company), which comprise the statement of financial condition as of December 31, 2013, and
the related statements of operations, changes in member’s equity, and cash flows for the year
then ended that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

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 material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Company’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
basis for our audit opinion.

A member firm of Ernst & Young Gicba! Limited
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of John Hancock Funds, LLC as of December 31, 2013, and the results of
its operations and its cash flows for the year then ended in conformity with U.S. generally
accepted accounting principles.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The information contained in Schedules I and II is presented for purposes of additional
analysis and is not a required part of the financial statements, but is supplementary information
required by Rule 17a-5 under the Securities Exchange Act of 1934. Such information is the
responsibility of management and was derived from, and relates directly to, the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States. In our opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

% ¥ M (el

February 27, 2014

Amemper firm of Ernst & Young Globat Limited



John Hancock Funds, LLC

Statement of Financial Condition

December 31, 2013
(In thousands except share amounts)

Assets
Cash
Equity securities — held for trading (Cost $50,573)
Commissions and distribution fees receivable
Due from affiliated companies
Deferred selling commissions
Prepaid expenses
Intangible asset, net
Other assets
Total assets

Liabilities and member’s equity
Accounts payable and accrued expenses
Commissions and distribution expenses payable
Accrued compensation
Due to affiliated companies
Deferred income taxes, net
Accrued pension cost
Total liabilities

Member’s equity:

Common stock, par value $1.00 per share; authorized
and outstanding, 1,000 shares

Additional paid-in capital

Accumulated deficit
Total member’s equity
Total liabilities and member’s equity

$ 71
50,573
2,425
4,237
23,587
841
9,047
283

$ 91,004

$ 9.407
8,458
7,904

13,754
8,512
7,441

55,476

1
600,451

(564,864)
35,588

$ 91,064

See accompanying notes which are an integral part of these financial statements.



John Hancock Funds, LLC

Statement of Operations

Year ended December 31, 2013
(In thousands)

Revenues
Selling commissions
Fees earned pursuant to Rule 12b-1 distribution plans
Interest and other income
Total revenues

Expenses
Selling commissions
Distribution expenses
Other selling, general and administrative expenses
Marketing support expenses
Parent company service fees
Total expenses

Loss before income tax benefit
Income tax benefit
Net loss

$ 71,343
150,680
658

222,681

81,774
113,110
125,706

21,388

30,215

372,193

(149,512)
51,834

$(97.678)

See accompanying notes which are an integral part of these financial statements.



John Hancock Funds, LLC

Statement of Changes in Member’s Equity

Year ended December 31, 2013

(In thousands)
Additional Total

Common Paid-in Accumulated  Member’s

Stock Capital Deficit Equity

Balance at January 1, 2013 $1 $ 505,651 $ (467,186) $ 38,466
Capital contribution - 94,800 - 94,800
Net loss - - (97,678) (97,678)
Balance at December 31, 2013 $1 $ 600,451 $ (564,864) $ 35,588

See accompanying notes which are an integral part of these financial statements.



N NN N S N Ay O BN NS Ay R E e a2y o an e B e

John Hancock Funds, LLC

Statement of Cash Flows

Year Ended December 31, 2013
(In thousands)

Operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Deferred income taxes
Change in operating assets and liabilities:
Net subscriptions (redemptions) of money market funds
Commissions and distribution fees receivable
Due to/from affiliated companies
Deferred selling commissions, excluding amortization
Prepaid expenses
Other assets
Accounts payable and accrued expenses
Accrued compensation
Cash overdraft
Commissions and distribution expenses payable
-Accrued pension cost
Net cash used in operating activities

Financing activity
Capital contributed by John Hancock Advisers, LLC
Net cash provided by financing activity

Net increase in cash
Cash at beginning of year
Cash at end of year

§ (97,678)

21,976
(1,974)

(2.419)
30
(3,391)
(17,614)
(240)
(163)
3,152
506
(199)
1,385
1,900

(94,729)

94,800

94,800

71

$ 71

Supplemental cash flows disclosures:
Income tax benefits received from parent company

See accompanying notes which are an integral part of these financial statements.

§ 49,234
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John Hancock Funds, LLC

Notes to Financial Statements

December 31, 2013

1. Organization and Description of Business

John Hancock Funds, LLC (the Company) is a registered broker/dealer under the
Securities Exchange Act of 1934 (the Act). The Company was incorporated in the State
of Delaware on January 19, 1991 and is a wholly-owned subsidiary of John Hancock
Advisers, LLC (Advisers). Advisers is a wholly-owned subsidiary of The Berkeley
Financial Group, LLC (the Berkeley Group), a wholly-owned subsidiary of John
Hancock Subsidiaries, LLC (Subsidiaries), which is in turn, a wholly-owned subsidiary
of John Hancock Life Insurance Company (U.S.A.) (JHUSA) which is in turn a wholly-
owned subsidiary of Manufacturers Investment Corporation (MIC). The ultimate parent
company is Manulife Financial Corporation (Manulife), a Canadian Insurance Company.

On December 31, 2009, John Hancock, which was a wholly-owned subsidiary of John
Hancock Holdings Delaware LLC, (JHHLLC), merged with and into MIC. As a result of
the merger, John Hancock ceased to exist and the Company’s property and obligations
became the property and obligations of MIC.

The Company is a member of the Securities Investor Protection Corporation (SIPC)
through which customer accounts are protected in the event of the Company’s insolvency
up to $500,000; including a maximum of $250,000 for free cash balances. The Company
does not open customer accounts or affect customer transactions and does not accept any
customer funds or securities for deposit into any of the Company’s accounts. The
Company is a member of SIPC as a requirement of its membership in the Municipal
Securities Rulemaking Board.

The Company serves as the wholesale distributor and/or underwriter throughout the
United States for the registered investment companies (the Funds) managed by the
Berkeley Group.

2. Summary of Significant Accounting Policies
Use of Estimates

The process of preparing financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions regarding
certain types of assets, liabilities, revenues, expenses and disclosures. Such estimates
primarily relate to unsettled transactions, deferred taxes, deferred selling commissions,
impairment of long lived and intangible assets and events as of the date of the financial
statements and during the reporting period. Accordingly, upon settlement, actual results
may differ from those estimated amounts.



John Hancock Funds, LLC

Notes to Financial Statements (continued)
December 31, 2013
2. Summary of Significant Accounting Policies (continued)

Cash

Cash represents the Company’s deposits at major financial institutions. At times, cash
may exceed the insurance limits of the Federal Deposit Insurance Corporation.
Management believes its risk of loss is mitigated by investing through major financial
institutions.

Equity Securities

The Company classifies its equity securities as held for trading and records these
investments at fair value. Equity securities consist of investments in money market
registered investment companies.

Prior year amounts were reclassified to conform to current year presentation.
Accordingly, at January 1, 2013, the Company reclassified $48,154,000 of money market
mutual funds from Cash and Cash Equivalents to Equities Securities — Held For Trading
in order to align its accounting presentation with its ultimate parent company, Manulife
Financial Corporation.

Deferred Selling Commissions

The Company pays a selling commission to the selling broker/dealer for sales of the
Funds’ Class B and C shares, which also carry Contingent Deferred Sales Charges
(CDSC). B-Share selling commissions are capitalized as deferred selling commissions,
and are amortized on a straight-line basis over periods not exceeding six years. C-Share
selling commissions are also capitalized as deferred selling commissions in the Statement
of Financial Condition, and are amortized on a straight-line basis over a period not to
exceed one year. The amortization periods are intended to approximate the period of time
expected to be benefited, that is the period during which fees earned pursuant to Rule
12b-1 distribution plans are received from the Funds and CDSC payments are received
from shareholders of the Funds Upon redemption of Class B and C shares. Upon receipt
of CDSC payments, the Company records additional amortization to arrive at an estimate
of the remaining unamortized deferred selling commission applicable to the shares
redeemed. On July 1, 2013, the Company discontinued selling Class B-shares.



John Hancock Funds, LLC

Notes to Financial Statements (continued)

December 31, 2013

2. Summary of Significant Accounting Policies (continued)
Revenue Recognition

Selling commissions revenue, including CDSC commissions, are recorded on the trade
date. Fees earned pursuant to Rule 12b-1 distribution plans are recorded in the period in
which the service is rendered (See Note 3). Interest income is recognized on an accrual
basis.

Fair Value Measurements

Accounting Standards Codification (“ASC”) 820-10, Fair Value Measurements and
Disclosures, established a three-tier hierarchy for measuring fair value and requires
additional disclosure about the classification of fair value measurements.

Various inputs are used in determining the value of the Company’s investments. These
inputs are summarized in three broad levels. Level 1 includes quoted prices in active
markets for identical securities. Level 2 includes other significant observable inputs
(including quoted prices for similar securities, interest rates and credit risk). Level 3
includes significant unobservable inputs (including the Company’s own assumptions in
determining the fair value of investments). The inputs or methodology used for valuing
securities are not necessarily an indication of the risk associated with investing in those
securities.

The following is a summary of the inputs used as of December 31, 2013 in valuing the
Company’s investments, which are included in Equity securities — held for trading and
are classified within Level 1 of the valuation hierarchy, as their fair values are based on
quoted subscription and redemption prices which equate to quoted market prices in an
active market.

Equity
Valuation Inputs Securities —
Held for
Trading
(In thousands)
Level 1 § 50,573
Level 2 -
Level 3 -
Total $ 50,573




John Hancock Funds, LLC

Notes to Financial Statements (continued)
December 31, 2013
2. Summary of Significant Accounting Policies (continued)

Office Equipment

Furniture and equipment are recorded at cost and depreciated on a straight-line basis over
their estimated useful lives, which range from three to five years. Costs associated with
the development of new computer software systems or significant enhancements to
existing systems are capitalized and amortized over three years. Leasehold improvements
are amortized on a straight-line basis over the shorter of the estimated useful lives or the
term of the lease. Expenditures for maintenance and repairs are charged to expense as
incurred. Expenditures for renewals and improvements that significantly add to
productive capacity or extend the useful life of an asset are capitalized. Upon retirement
or sale, the asset cost and related accumulated depreciation are removed from the
accounts, and any gain or loss is credited to or charged against income.

Intangible Asset

Intangible asset represents the Company’s distribution network of sales agents and
producers responsible for procuring business. As a result of the acquisition of John
Hancock by Manulife in 2004, $16,900,000 was initially recognized as the estimated fair
value of the distribution networks. Management has determined that this intangible asset
has a definite life estimated to be 28 years. Accordingly, this intangible asset is amortized
over that period in an amount that reflects the pattern of economic benefit to be derived
from the use of the distribution network.

Management periodically evaluates the remaining useful life and carrying value of the
intangible asset to determine whether events and circumstances indicate that a change in
the useful life or impairment in value may have occurred. Should there be an indication
of a change in the useful life or impairment in value, management compares the carrying
value of the asset to the projected undiscounted cash flows expected to be generated from
the underlying asset over its remaining useful life to determine whether impairment has
occurred. If the carrying value of the asset exceeds the undiscounted cash flows, the asset
is written down to its fair value determined using discounted cash flows. There was no
indication of impairment for the current year.

10



John Hancock Funds, LLC

Notes to Financial Statements (continued)

December 31, 2013

2. Summary of Significant Accounting Policies (continued)
Foreign Currency Translation

For expenses paid for which functional currency is the local foreign currency, the
Statement of Financial Condition accounts are translated at exchange rates in effect at the
end of the year and the Statement of Operations accounts are translated at average rates
for the year.

Income Taxes

The provision for federal income taxes includes amounts currently payable or recoverable
and deferred income taxes, computed under the liability method, resulting from
temporary differences between the tax and financial statement bases of assets and
liabilities. A valuation allowance is established for deferred tax assets when it is more
likely than not that an amount will not be realized. In accordance with the income tax
sharing agreements in effect for the applicable tax years, the income tax provision (or
benefit) is computed as if each entity filed separate federal income tax returns with tax
benefits provided for operating losses and tax credits when utilized and settled by the
consolidated group. Intercompany settlements of income taxes are made through an
increase or reduction to amounts due to or from affiliates. Such settlements occur on a
periodic basis in accordance with the tax sharing agreements.

Financial Statement Presentation

Certain amounts in the prior year financial statements have been reclassified to permit
comparison with the current year amounts.

3. Related Party Matters

The financial statements have been prepared from the records maintained by the
Company, which include allocations of certain expenses by JHUSA and Manulife and are
not necessarily indicative of the financial conditions or results of operations that would
have occurred if the Company had been operating as an unaffiliated entity.

11



John Hancock Funds, LLC

Notes to Financial Statements (continued)
December 31, 2013
3. Related Party Matters (continued)
Distribution Agreements

As the wholesale distributor and/or underwriter for the Funds managed by the Berkeley
Group, the Company has distribution agreements with the Funds pursuant to which the
Company earns selling commissions by making the Funds available to broker/dealers
unrelated to JHUSA and to registered representatives of Signator Investors, Inc,
(Signator), an indirect wholly-owned subsidiary of JHUSA. The Company reimburses
Signator for certain marketing expenses. These expenses totaled $506,000 for the year
ended December 31, 2013 and are included in other selling, general and administrative
expenses on the Statement of Operations.

Rule 12b-1 Distribution Plans

The Company receives payments from Rule 12b-1 distribution plans adopted by certain
Funds pursuant to Rule 12b-1 of the Investment Company Act of 1940, as amended.
These plans are subject to annual review and approval by the independent trustees of each
of the Funds. Under the terms of the distribution plans, each Fund makes monthly
payments (fees earned pursuant to Rule 12b-1 distribution plans) which will not exceed
the lesser of a set percentage of each Fund’s average daily net assets on an annual basis
or the pro rata share of the Company’s costs of distribution incurred on behalf of each
Fund. Commissions and distribution fees receivable at December 31, 2013 includes
$2,272,000

of Rule 12b-1 service fee revenue due from the Funds. In addition, the Company incurs
and pays John Hancock Distributors LLC (Distributors) Rule 12b-1 distribution fees for
distributing certain funds on behalf of the Company. Rule 12b-1 distribution fees
incurred and paid to Distributors amounted to $24,731,000 for the year ended December
31,2013 and are included in distribution expenses in the Statement of Operations.

Distribution Plan Service Agreement

The Company has entered into a Distribution Plan Service Agreement with Signator
under which the Company pays Signator selling commissions and distribution expenses
for selling certain Funds. The Company incurred and paid selling commissions of
$3,461,000 and distribution expenses of $4,144,000 included in selling commissions and
distribution expenses, respectively, in the Statement of Operations for the year ended
December 31, 2013 in connection with this agreement. Due to affiliated companies
payable at December 31, 2013 includes $374,000 of combined selling commissions and
Rule 12b-1 service fees due to Signator.

12



John Hancock Funds, LLC

Notes to Financial Statements (continued)
December 31, 2013
3. Related Party Matters (continued)
Capital Contribution

For the year ended December 31, 2013, the Company received cash capital contributions
of $ 94,800,000 from Advisers.

Due from/to Affiliated Companies

Due from affiliated companies at December 31, 2013 included reimbursement for taxes
and certain expenses paid by the Company on behalf of Advisers, Manulife Asset
Management (U.S.) LLC (MAM (US) LLC) and Manulife Investment Company. MAM
(US) LLC is a directly, wholly-owned subsidiary of the Berkeley Group.

Due to affiliated companies at December 31, 2013 includes 12b-1 fee expenses, broker
support expenses, payroll related expenses and other administrative expenses paid on
behalf of the Company by Distributors, Signator, John Hancock Signature Services, Inc.
(Signature Services), JHUSA, Manulife Life Insurance Company (MLI) and Manulife.

Other Related Party Matters

The Company received approximately $49,234,000 in Federal tax benefits from JHUSA
and Advisers for 2013 for reimbursement of federal tax losses incurred.

The Company leases office space from JHUSA as a tenant-at-will based on the
percentage of floor space occupied by the Company in relation to the total floor space
occupied by JHUSA. Rent expense amounted to $3,626,000 for the year ended December
31,2013. ‘

The Company pays a parent company service fee to Manulife and JHUSA for certain
Company expenses paid by those entities on behalf of the Company. The Company also
pays JHUSA for certain insurance coverage.

As more fully described in Note 9, the Company participates in a defined benefit pension
plan, a non-qualified pension plan, and a defined benefit post-retirement plan sponsored
by JHUSA. The Company also participates in a defined contribution plan and a deferred
compensation plan sponsored by JHUSA.

Certain directors and officers of the Company are officers, directors and/or trustees of

Advisers, Signator, Signature Services, MAM (US) LLC, the Berkeley Group, the Funds
and/or officers of JHUSA and Manulife.

13



John Hancock Funds, LLC

Notes to Financial Statements (continued)
December 31, 2013
3. Related Party Matters (continued)
Other Related Party Matters (continued)
The Company reimburses JHUSA for all payroll related expenses. Payroll related
expenses amounted to $86,756,000 for the year ended December 31, 2013 and is included
in other selling, general and administrative expenses in the Statement of Operations.

4. Deferred Selling Commissions

The rollforward of deferred selling commissions as of December 31 is as follows:

2013
(In thousands)
Balance at January 1 $ 26,569
Additions 17,614
Amortization (20,596)
Balance at December 31 $ 23,587

5. Office Equipment

Office equipment is comprised of the following as of December 31:

2013
(In thousands)
Office equipment and computer software $ 6,484
Less accumulated depreciation and amortization (6,484)
$ -

Depreciation and amortization expense for the year ended December 31, 2013 amounted
to $11,000 and is included in other selling, general and administrative expenses in the
Statement of Operations.

6. Intangible Asset
In 2004, the Company recorded an intangible asset for its distribution network for sales

agents and producers responsible for procuring business in the amount of $16,900,000
which resulted from Manulife’s acquisition of John Hancock.

14



Notes to Financial Statements (continued)
December 31, 2013
6. Intangible Asset (continued)

The carrying value of the intangible asset at December 31 was as follows:

2013
(In thousands)
Intangible asset $ 16,900
Less: accumulated amortization (7.853)
Balance at December 31 $9,047

Amortization expense for the year ended December 31, 2013 amounted to $1,369,000
and is included in other selling, general and administrative expenses in the Statement of
Operations.

The estimated future amortization expense for this amortizable intangible asset for the
next five years is as follows, in thousands:

Future Amortization Expense
Year ending December 31, 2014

$1.,442
2015 1,234
2016 1,057
2017 904

2018 and beyond 4,410
7. Income Taxes

The operations of the Company are included in the filing of JHFC’s consolidated U.S.
federal income tax return with affiliates.

The reconciliation of the income tax benefit attributable to operations was computed at
the U.S. Federal statutory tax rates to the income tax benefit recorded on the Statement of
Operations is as follows:

Year Ended
December 31,
2013
(In thousands)
Tax at U.S. statutory rates $ 52.329
Nondeductible expenses including meals
and entertainment (467)
Other (28)
$ 51,834

15



John Hancock Funds, LLC

Notes to Financial Statements (continued)

December 31, 2013

7. Income Taxes (continued)

Significant components of income tax (expense) benefit are as follows:

Year Ended
December 31,
2013
(In thousands)
Current:

Federal $ 49.860
Total current 49,860
Deferred:

Federal 1,974
Total deferred 1.974

$ 51,834

Significant components of the Company’s recognized gross deferred tax liabilities and
assets are as follows as of December 31:

2013
(In thousands)

Deferred tax assets:

Pension obligation $ 2,605

Severance 263

Other 70
Total deferred tax assets 2,938
Deferred tax liabilities:

Deferred selling commissions (8,256)

Acquired acquisition costs (3,166)

Other (28)
Total deferred tax liabilities (11,450)
Net deferred tax liabilities $ (8.512)

16



John Hancock Funds, LLC

Notes to Financial Statements (continued)

December 31, 2013

7. Income Taxes (continued)

The Company has not recorded a valuation allowance with respect to the realizability of
its deferred tax assets. In assessing the need for a valuation allowance, management
considered the future reversal of taxable temporary differences, future taxable income
exclusive of reversing temporary differences, taxable income in the carry back period, as
well as tax planning strategies. Tax planning strategies were considered to the extent
they were both prudent and feasible and if implemented, would result in the realization of
deferred tax assets. Based on management’s assessment of all available information,
management believes that it is more likely than not the Company will realize the full
benefit of its deferred tax assets.

The Company’s common parent John Hancock Financial Corporation (JHFC) (formerly
known as John Hancock Holdings Delaware LLC “JHHLLC”) merged into Manulife
Holdings Delaware LLC (“MHDLLC”) resulting in a new combined group for 2010 for
tax purposes. The returns for the new combined group have not yet been examined.

With respect to the legacy JHFC group, the IRS has completed its examinations of tax
years 1997 through 2006. The IRS has issued statutory notices of deficiency relating to
issues in years 1997 through 2001. JHFC filed a petition in U.S. Tax Court unrelated to
the Company to contest and the trial was completed in 2011. These years will remain
open until the Tax Court case is resolved. For tax years 2002 through 2004, all issues
have been settled except for the issues that were the subject of the prior year’s Tax Court
case which do not relate to John Hancock Funds, LLC. These years will also remain
open until the Tax Court case is resolved. For tax years 2005 through 2006, the legacy
JHFC group is currently in appeals. Tax years 2007 through 2009 are currently under
examination by the IRS.

The Company recognizes interest accrued related to unrecognized tax benefits in interest
and penalties expense in other selling, general and administrative expenses in the
Statement of Operations. During the year ended December 31, 2013 the Company did
not have any such interest expense.

17



John Hancock Funds, LLC

Notes to Financial Statements (continued)
December 31, 2013
8. Net Capital

Pursuant to the net capital provisions of Rule 15¢3-1 of the Act, the Company is required
to maintain minimum net capital, as defined. The amount of net capital and the related
net capital ratio may fluctuate on a daily basis. Also according to Rule 15c3-1, the
Company is prohibited from withdrawing equity capital if such withdrawal would cause
the Company’s aggregate indebtedness to net capital to exceed 10 times its net capital; its
net capital to fall below 120 percent of its minimum dollar requirement; or net capital to
be less than 25 percent of haircuts used in calculating net capital. This limitation includes
withdrawals in the form of distributions, as well as unsecured loans or advances to the
member, employees, or affiliates. At December 31, 2013 the Company had net capital,
as defined, of $5,093,000. The minimum net capital requirement at December 31, 2013
was $250,000.

9. Employee Benefit Plans

All full-time employees of the Company participate in a defined benefit pension plan (the
Plan) sponsored by JHUSA. On January 1, 2002 the Plan was converted to a cash balance
plan. For the year ended December 31, 2013, JHUSA did not allocate any pension
expense to the Company for the Plan. Information reflecting the components of net
periodic pension cost, the actuarial present value of the benefit obligations and the funded
status attributable to the Company’s employees is not segregated within the Plan.

The Company participates in the JHUSA non-qualified pension plan (the Non-Qualified
Plan). The Non-Qualified Plan is unfunded and provides certain management employees
with defined pension benefits in excess of limits imposed by Federal tax law and the Plan
sponsored by JHUSA. For the year ended December 31, 2013, JHUSA allocated pension
expense to the Company for the Non-Qualified Plan which is included in other selling,
general and administrative expenses in the Statement of Operations. Information
reflecting the accumulated plan benefits and plan net assets available for benefits
attributable to Company employees are not segregated within the Non-Qualified Plan.
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Notes to Financial Statements (continued)

December 31, 2013

9. Employee Benefit Plans (continued)

The Company participates in a new non-qualified defined contribution pension plan
maintained by JHUSA, which was established as of January 1, 2008 with participant
directed investment options. Accrued costs related to the new non-qualified defined
contribution pension plan of $7,441,000 at December 31, 2013 are included in accrued
pension cost in the Statement of Financial Condition. The expense for the new plan was
$2,760,000 for the year ended December 31, 2013 and is included in other selling,
general and adminstrative expenses in the Statement of Operations. The prior plan was
frozen

except for grandfathered participants as of January 1, 2008, and the benefits accrued
under the prior plan continue to be subject to the prior plan provisions.

The Company participates in a defined benefit post-retirement plan (the Post-Retirement
Plan) sponsored by JHUSA which provides medical, dental and life insurance benefits to
employees with more than fifteen years of service. The Post-Retirement Plan is unfunded.
For the year ended December 31, 2013, JHUSA allocated post-retirement expense to the
Company for the Post-Retirement Plan. Information reflecting the components of net
periodic post-retirement benefit cost and the actuarial present value of the benefit
obligations attributable to the Company’s employees is not segregated within the Post-
Retirement Plan.

Employees of the Company with more than six months of service may participate in a
defined contribution savings plan, the Investment-Incentive Plan for the Employees of
JHUSA. The Company may make a discretionary matching contribution equal to a
percentage of the elective deferrals of each participant. The Company has made elective
matching contributions of 4% of the elective deferrals of each participant for the year
ended December 31, 2013 which is included in other selling, general and administrative
expenses in the Statement of Operations.

Through April 28, 2004, certain employees of the Company also were eligible to
participate in the John Hancock 1999 Long-Term Stock Incentive Plan, under which
shares and options to purchase shares of John Hancock common stock are granted. The
exercise price of options is equal to fair market value at the date of the grant. As a result
of the merger with Manulife, all unvested stock options as of the date of the
announcement of the merger on September 28, 2003 vested immediately prior to the
closing date and were exchanged for Manulife options. Subsequent to the merger, the

Company continues to incur compensation expense related to stock compensation issued
by Manulife.
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Notes to Financial Statements (continued)
December 31, 2013

9. Employee Benefit Plans (continued)
Since January 1, 2006, employees of the Company have participated in the Global Stock
Ownership Plan (GSOP). Under GSOP, employees can purchase shares of Manulife
common stock through Manulife and receive a 25% matching contribution up to certain
dollar limits. The Company has made elective matching contributions for each participant
for the year ended December 31, 2013 which is included in other selling, general and
administrative expenses in the Statement of Operations.
10. Contingencies
The Company is involved in certain legal proceedings which arise in the normal course of
business. Management believes the outcome of pending litigation will not have a material
adverse effect on the Company.
11. Lease Commitments

The Company has entered into operating leases with unrelated parties for office space.

Minimum payments required under the leases are as follows (in thousands):

Office Space

Year ending December 31, 2014 $35
2015 -

2016 -

2017 -

2018 -

Thereafter -

$35

Related rent expense for the year ended December 31, 2013 was $263,000.

12. Subsequent Events
The management of John Hancock Funds, LLC has evaluated subsequent events through

February 27, 2014, the date the financial statements were available to be issued, and
determined that no events have occurred that require disclosure.
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John Hancock Funds, LLC

Schedule I — Computation of Net Capital Pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission

December 31, 2013

(In thousands)
Computation of Net Capital
Total member’s equity (from Statement of Financial Condition) - $35,588
Allowable credits:
Deferred taxes 8,512
Total capital and allowable credits 44,100
Nonallowable assets:
Due from affiliated companies 4,237
Deferred selling commissions 23,587
Prepaid expenses 841
Intangible assets 9.047
Other assets 283
Total nonallowable assets 37,995
Net capital before haircuts on securities positions 6,105
Haircuts on securities:
Investment in money market fund 1,012
Total haircuts on securities ; 1,012
Net capital $ 5,093

Computation of Alternate Net Capital Requirement

Minimum net capital required (2% of aggregate debit item pursuant to
Rule 15¢3-3)

$
Minimum dollar net capital requirement $ 250

$

$

Net capital requirement (greater of above amounts)
Excess net capital over requirement

There were no material differences between the computation of net capital under Rule
15¢3-1 included in this audited report and the computation included in the Company’s
corresponding unaudited Form x-17a-5, Part Il A filing as of December 31, 2013.
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‘J ohn Hancock Funds, LLC

Schedule II — Statement Regarding SEC Rule 15¢3-3

December 31, 2013

The Company has claimed an exemption from Rule 15¢3-3 (the Rule) under the
provision of paragraph (k) (1) of the Rule at December 31, 2013.
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Supplementary Report of Independent Registered Public Accounting Firm
on Internal Control Required by SEC Rule 17a-5(g)(1)

To the Board of Directors of
John Hancock Funds, LLC

In planning and performing our audit of the financial statements of John Hancock Funds, LLC
(the Company), as of and for the year ended December 31, 2013, in accordance with auditing
standards generally accepted in the United States, we considered its internal control over
financial reporting (internal control), as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company’s 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
consideration of control activities for safeguarding securities. The study included tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢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
including any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons and
recordation of differences required by Rule 17a-13;

2. 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 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 objectives. 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

A member firm of Ernst & Young Global Limited
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statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and was not designed to identify all deficiencies in internal control that might
be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control and control activities for safeguarding securities that we consider
to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2013, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, FINRA and other regulatory agencies that rely on Rule 17a-5(g) under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers, and other recipients
specified by Rule 17a-5(d)(6) and is not intended to be and should not be used by anyone other

than these specified parties.
i M e

February 27, 2014

A member firm of Ernst & Young Global Limited
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Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures

To the Board of Directors and management of John Hancock Funds, LLC

We have performed the procedures enumerated below, which were agreed to by the Board of Directors
and management of John Hancock Funds, LLC, the Securities Investor Protection Corporation (SIPC),
the Securities and Exchange Commission, and the Financial Industry Regulatory Authority in accordance
with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934. We performed the procedures solely to
assist the specified parties in evaluating John Hancock Funds, LLC’s compliance with the applicable
instructions of the General Assessment Reconciliation (Forms SIPC-6 and SIPC-7) for the year ended
December 31, 2013. John Hancock Funds, LLC’s management is responsible for John Hancock Funds,
LLC’s compliance with those requirements. This agreed-upon procedures engagement was conducted in
accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of those parties specified in
this report. Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Forms SIPC-6 and SIPC-7 with respective cash
disbursement record entries in management’s general ledger and cash wire system.

Procedure completed without exception.

2. Compared the amounts reported on management’s SIPC revenue breakdown worksheet derived
from the FOCUS reports and amended FOCUS reports for the fiscal period from January 1, 2013
through December 31, 2013 with the amounts reported in Form SIPC-7 for the fiscal period from
January 1, 2013 through December 31, 2013 covered by the Form SIPC-7.

Procedure completed without exception.

3. Compared any adjustments reported in Forms SIPC-6 and SIPC-7 with supporting schedules and
working papers included as part of management’s SIPC revenue breakdown worksheet.

Procedure completed without exception.

4. Proved the arithmetical accuracy of the calculations reflected in Forms SIPC-6 and SIPC-7 and in
the related supporting schedules and working papers supporting the adjustments.

Procedure completed without exception.
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We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance with the applicable instructions of the General Assessment
Reconciliation (Forms SIPC-6 and SIPC-7) for the period January 1, 2013 through December 31, 2013.
Accordingly, we do not express such an opinion. Had we performed additional procedures, other matters
might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

Sarct MLLP

February 27,2014

Amember firm of Ernst & Young Global Limited



SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 \zf\gagsg%gtggd(}&c. 20090-2185

General Assessment Reconciliation

SIPC-7

(33-REV 7/10)

SIPC-7

{33-REV 7/10}
For the liscal year ended D€cember 31 20132
{Read carefully the instructions in your Working Copy belore completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

l Note: If any of the information shown on the
oYz ‘ .
83 Frwean oec mailing label requires correction, please e-mail
Teohrn Hancoel Fonds LLC  towio any corrections to form@sipc.org and so
60/ Congress Streer, Floor & indicate on the form filed.
Bost en, MA OR300~ RAR0S Name and telephone number of person to
contact respecting this form,
l l Teftd Long (61663 -%243
2. A. General Assessment {item 2e from page 2) $ i
B. Less payment made with SIPC-6 filed (exclude interest) ( 29
7/23/2013
Date Paid
C. Less prior overpayment applied ( o
D. Assessment balance due or {overpayment) 7/5
E. Interest computed on late payment {see instruction E) for______days at 20% per annum o
F. Total assessment balance and interest due {or overpayment carried forward) $ 715
G. PAID WITH THIS FORM:

Check enclosed, payable to SIPC

Total {must be same as F above) 7/5”

&%

H. Overpayment carried forward

£
R

3. Subsidiaries (S) and predecessors {P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is executed represent thereby Var
that all information contained herein is true, correct John Hﬂ’ ‘ ‘{( ‘Ma’ Lt c

and complete ' /}WW%W TWW

Authotfzed Signatute /
Dated the_8%th day of _JTanvary 20 1% . Chiet Ic'jf//ce oﬁ’,rw/

{Title

This form and the assessment payment is due 60 days after the end of the tiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

Dates:

Postmarked Received Reviewed

alculations —— Documentation Forward Copy

SIPC REVIEWER

C
Exceptions:
D

isposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”

l AND GENERAL ASSESSMENT U
Amounts for the fiscal period
beginning_Ja~very L Joiz
and ending Decemees 3, 2013

l ltem No Eliminate cents

2a. Total revenue (FOCUS Line 12/Part IIA Line 9, Code 4030) , §__x2, 680,745

' 2b. Additions:

(1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and
predecessors not included above. —
' {2) Net loss from principal transactions in securities in trading accounts. o
(3) Net loss from principal transactions in commodities in trading accounts. o
' (4) Interest and dividend expense deducted in determining item 2a. o
{5) Net loss from management of or participation in the underwriting or distribution of securities. ot
l {6} Expenses other than advertising, printing, registration fees and legal fees deducted in determining net o
profit from management of or participation in underwriting or distribution of securities.
{7} Net loss from securities in investment accounts. ©
l Total additions o
2c. Deductions:
{1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separale
accounts, and from transactions in security futures products, ARRX, 023, 166
l {2) Revenues from commodity transactions. ©
(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with
l securities transactions. o
{4) Reimbursements for postage in connection with proxy solicitation. o
(S} Net gain from securities in investment accounts. C
l (6) 100% of commissions and markups earned from transactions in {i) certificates of deposit and
(ii) Treasury bills, bankers acceptances or commercial paper that mature nine months or less o
from issuance date.
l {7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue o
related to the securities business (revenue defined by Section 16(3)(L) of the Act).
{8) Other revenue not related either directly or indirectly to the securities buginass.
{See Instruction C}):
o
l {Deductions in excess of $100,000 require documentation)
{8} {i) Total interest and dividend expense (FOCUS Line 22/PART 1A Line 13,
l Code 4075 plus line 2b{4) above) bul not in excess o
of total interest and dividend income. $
(i} 40% of margin interest earned on customers securities o
l accounts (40% of FOCUS line 5, Code 3960). $
Enter the greater of line (i) or (ii) ©
l Total deductions 2AI,023, 166
7
2d. SIPC Net Operating Revenues $ £52579
l?e. General Assessment @ .0025 $ Lesd
{to page 1, line 2.A.)
2
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