Financing the Future
Supporting College Funding through
Life Insurance

ndividuals purchase life insurance because the death benefit can help pay off
mortgages or other debts, replace salary income, pay estate taxes or equalize
the inheritance left to heirs. But the benefits of life insurance extend even further
than that, especially permanent life insurance that has the potential for high cash
value. While cash value can often be used to supplement retirement planning, cash
value can also be used to fund future college needs.
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College Funding
Your client may be looking for additional ways to supplement their college
funding plan in addition to the traditional funding methods available, such as
529 plans and other types of savings accounts. Perhaps they have maxed out
their 529 plan contributions. Or, maybe, they are concerned that their child’s
objectives may change in the future and are worried about the potential tax
consequences and penalties of liquidating those type of accounts. Using a
permanent life insurance policy as a college funding supplement offers a
flexible alternative plan. Let’s start by taking a look at some of the benefits a
permanent life insurance policy can provide.

How Life Insurance Can Help
First and foremost, purchasing a permanent life insurance policy provides a
tax-free death benefit to a client’s family. This death benefit acts as a self-completion
vehicle by providing the source of funds necessary to pay for college expenses
should they die prematurely. The cash value of a life insurance policy will grow
tax deferred and can be accessed via tax-free withdrawals (up to basis) and loans
to help supplement a child’s college expenses. Should the child’s objectives
change in the future, the life insurance policy cash value provides the flexibility
to use the funds for other purposes, such as supplemental retirement income.
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Education Costs on the Rise
Budgets may be tight for most
Americans, but that hasn’t stopped
the rise in college and university
tuitions. Unfortunately, the cost
of attending college seems to rise
significantly on an annual basis.
In fact, according to the U.S.
Department of Education, between
the school years of 3000–2001
and 2010–2011, prices for
undergraduate tuition, room and
board at public institutions rose
42% (with private not-for-profit
institutions rising 31%).
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*Source: U.S. Department of Education, National Center for Education Statistics. (2012)

Did you know the average family pays only 46% of total
college attendance with savings? The rest is supplied through
borrowing, grants, loans and gifting.
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Meet Sam
Sam Rogers, age 30, Preferred Non Smoker, has one child who will be starting college in 16 years. After his
annual policy review with his financial advisor, it was determined that he had a $500,000 shortfall in death
benefit protection. After looking at his current college savings plan, his advisor estimated that he would have a
projected annual shortfall of approximately $50,000 during his child’s college years to cover the cost of tuition.
Sam purchased a John Hancock Accumulation Indexed UL policy and paid annual premiums of $9,753 for
15 years at an assumed 7% Capped Indexed account rate.

How it Works at Focus Year
Sam Rogers
Annual Premium
of $9,753

John Hancock Policy:
Face Amount $507,689
A/T withdrawals of
$50,492 a year for 4 years.

Proceeds
at Death

Income-Tax-Free
Death Benefit To
Heirs: $480,104

The result? Should something happen
to Sam, his family will have $500,000
that can be earmarked for his child
INCLUDING future college tuition. In
16 years, Sam can take distributions
from the cash value to help pay for
college BUT if his child changes his
mind, he can leave the money in the
policy and access it at a future time;
there is no mandate that the money
has to be used for college expenses.

This is a supplemental illustration. Not all benefits and values are guaranteed. The assumptions on which the non-guaranteed elements are based are subject to change by the insurer.
Actual results may be more or less favorable. As the example illustrates, at the end of 15 years, Sam can take distributions to satisfy his college fund shortfall in years 16-19. Through
the purchase of the policy, Sam has created the chance for both protection and opportunity for the future.

JH Solutions | Our Proprietary Planning Software
Younger clients can face a dilemma — they need to provide for their children should
something happen to them, but they also want to save for their children’s college education.
Life insurance may help satisfy both needs. By utilizing the efficiency of a cash value life
insurance policy, clients may be able to provide both a valuable death benefit for their
family and accumulate tax-favored savings that can be used for college, through the same
policy. Use JH Solutions (John Hancock’s proprietary concept illustration software) to
illustrate the new College Funding module.

Life insurance death benefit proceeds are generally excludable from the beneficiary’s gross income for income taxes. There are a few exceptions such as when a life insurance policy is transferred for valuable consideration.
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 59½.
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. Anyone interested in these transactions
or topics should seek advice based on his or her particular circumstances from independent professional advisors.
For Agent Use Only. This material may not be used with the public.
Insurance policies and/or associated riders and features may not be available in all states.
Insurance products are issued by John Hancock Life Insurance Company (U.S.A.), Boston, MA 02116 (not licensed in New York) and John Hancock Life Insurance Company of New York, Valhalla, NY 10595.
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