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Royal Bank of Canada is offering Issuer Callable Contingent Coupon Barrier Notes (the “Notes”) linked to the S&P Oil
& Gas Exploration and Production Select Industry Index (the “Reference Index”). The Notes are our senior unsecured
obligations, will pay a quarterly Contingent Coupon at the rate and under the circumstances specified below, and will
have the terms described in the documents described above, as supplemented or modified by this terms supplement.

Reference Index Initial
Level* Trigger Level Coupon Barrier

S&P Oil & Gas Exploration and Production Select Industry
Index (“SPSIOP”)

74.75% of its Initial
Level

74.75% of its Initial
Level

* The Initial Level will be the closing level of the Reference Index on the Trade Date.
The Notes do not guarantee any return of principal at maturity. Any payments on the Notes are subject to our credit
risk.
Investing in the Notes involves a number of risks. See “Risk Factors” beginning on page PS-5 of the product prospectus
supplement dated September 10, 2018, on page S-1 of the prospectus supplement dated September 7, 2018, and
“Selected Risk Considerations” beginning on page P-7 of this terms supplement.
The Notes will not constitute deposits insured by the Canada Deposit Insurance Corporation, the U.S. Federal Deposit
Insurance Corporation or any other Canadian or U.S. government agency or instrumentality. The Notes are not subject
to conversion into our common shares under subsection 39.2(2.3) of the Canada Deposit Insurance Corporation Act.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
the Notes or determined that this terms supplement is truthful or complete. Any representation to the contrary is a
criminal offense.

Issuer: Royal Bank of Canada Stock Exchange
Listing: None

Trade Date: September 21, 2018 Principal Amount: $1,000 per Note
Issue Date: September 26, 2018 Maturity Date: October 9, 2019
Coupon Payment
Dates: Quarterly, as set forth below Observation Dates:Quarterly, as set forth

below
Valuation Dates:
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September 30, 2019, October 1, 2019, October 2,
2019, October 3, 2019 and October 4, 2019

Contingent
Coupon Rate:

10% per annum (2.50%
per quarter)

Initial Level: The closing level of the Reference Index on the Trade Date.
Final Level: The arithmetic average of the closing level of the Reference Index on each of the Valuation Dates.

Contingent
Coupon and
Memory Feature:

If the Notes have not been previously called, and if the closing level of the Reference Index is
greater than or equal to the Coupon Barrier on the applicable Observation Date (or the Final Level,
in the case of the final Coupon Payment Date), we will pay the Contingent Coupon on the
applicable Coupon Payment Date. You may not receive any Contingent Coupons during the term
of the Notes.
If a Contingent Coupon is not payable on any Coupon Payment Date, it will be paid on any later
Coupon Payment Date (or at maturity) on which the Contingent Coupon is then payable, together
with the payment otherwise due on that later date.

Payment at
Maturity (if
held to maturity):

If the Notes are not previously called, we will pay you at maturity an amount based on the Final
Level:
For each $1,000 in principal amount, $1,000 plus the Contingent Coupon (together with any
previously unpaid Contingent Coupons) at maturity, unless the Final Level is less than the Trigger
Level.
If the Final Level is less than the Trigger Level, then the investor will receive at maturity, for each
$1,000 in principal amount, a cash payment equal to:
$1,000 + ($1,000 x Underlying Return)
Investors could lose some or all of their principal amount if the Reference Index decreases.

Call Feature:
The Notes will be automatically called on any Coupon Payment Date (other than the final Coupon
Payment Date) if the closing level of the Reference Index on the immediately preceding
Observation Date is greater than or equal to the Initial Level, as described below.

CUSIP/ISIN: 78013XH27/US78013XH270

Per Note Total
Price to public 100.00% $
Underwriting discounts and commissions(1) 1.00% $
Proceeds to Royal Bank of Canada 99.00% $

(1) JPMorgan Chase Bank, N.A., J.P. Morgan Securities LLC and their affiliates will act as placement agents for the
Notes and will receive a fee from the Issuer of $10 per $1,000 in principal amount of the Notes.
The initial estimated value of the Notes as of the date of this terms supplement is $985.38 per $1,000 in principal
amount, which is less than the price to public. The final pricing supplement relating to the Notes will set forth our
estimate of the initial value of the Notes as of the Trade Date, which will not be less than $965.38 per $1,000 in
principal amount. The actual value of the Notes at any time will reflect many factors, cannot be predicted with
accuracy, and may be less than this amount. We describe our determination of the initial estimated value in more
detail below.

RBC Capital Markets, LLC JPMorgan Chase Bank, N.A. J.P. Morgan Securities LLC

Placement Agents
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Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

SUMMARY
The information in this “Summary” section is qualified by the more detailed information set forth in this terms
supplement, the product prospectus supplement, the prospectus supplement, and the prospectus.

General:
This terms supplement relates to an offering of Autocallable Contingent Coupon Barrier Notes
(the “Notes”) linked to the S&P Oil & Gas Exploration and Production Select Industry Index (the
“Reference Index”).

Issuer: Royal Bank of Canada (“Royal Bank”)

Issue: Senior Global Medium-Term Notes, Series H

Trade Date: September 21, 2018

Issue Date: September 26, 2018

Denominations: Minimum denomination of $1,000, and integral multiples of $1,000 thereafter.

Designated
Currency: U.S. Dollars

Contingent
Coupon and
Memory Feature:

We will pay you a Contingent Coupon during the term of the Notes, periodically in arrears on
each Coupon Payment Date, under the conditions described below:
·      If the closing level of the Reference Index is greater than or equal to the Coupon Barrier on
the applicable Observation Date (or in the case of the final Contingent Coupon due on the
Maturity Date, the Final Level), we will pay the Contingent Coupon applicable to that Coupon
Payment Date, together with any previously unpaid Contingent Coupons.
·      If the closing level of the Reference Index is less than the Coupon Barrier on the applicable
Observation Date, we will not pay you the Contingent Coupon applicable to that Observation
Date. You will not receive any Contingent Coupon on the Maturity Date if the Final Level is less
than the Coupon Barrier.
You may not receive a Contingent Coupon for one or more quarterly periods during the term of
the Notes.
For the avoidance of doubt, once a previously unpaid Contingent Coupon has been paid on a
later Coupon Payment Date, it will not be paid again on a subsequent date.

Contingent
Coupon Rate: 10% per annum (2.50% per quarter).

Observation
Dates: Quarterly on January 3, 2019, April 4, 2019 and July 5, 2019.

Coupon Payment
Dates:

The Contingent Coupon, if applicable, will be paid quarterly on January 8, 2019, April 9, 2019,
July 10, 2019and the Maturity Date.

Record Dates:

The record date for each Coupon Payment Date will be the date one business day prior to that
scheduled Coupon Payment Date; provided, however, that any Contingent Coupons payable at
maturity or upon a call will be payable to the person to whom the payment at maturity or upon
the call, as the case may be, will be payable.
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Automatic Call
Feature:

The Notes will be automatically called on any Coupon Payment Date (other than the final
Coupon Payment Date) if the closing level of the Reference Index on the immdiately preceding
Observation Date is greater than or equal to the Initial Level.

Payment if
Called:

If the Notes are called, then, on the applicable Coupon Payment Date, for each $1,000 principal
amount, you will receive $1,000 plus the Contingent Coupon otherwise due on that Coupon
Payment Date (together with any previously unpaid Contingent Coupons).

Valuation Dates: September 30, 2019, October 1, 2019, October 2, 2019, October 3, 2019 and October 4, 2019

Maturity Date: October 9, 2019

Initial Level: The closing level of the Reference Index on the Trade Date.

Final Level: The arithmetic average of the closing level of the Reference Index on each of the Valuation
Dates.

Trigger Level 74.75% of the Initial Level.

Coupon Barrier: 74.75% of the Initial Level.

P-2
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Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

Payment at
Maturity (if
not
previously
called and
held to
maturity):

If the Notes are not previously called, we will pay you at maturity an amount based on the Final
Level:
·      If the Final Level is greater than or equal to the Trigger Level, we will pay you a cash payment
equal to the principal amount plus the Contingent Coupon otherwise due on the Maturity Date,
together with any previously unpaid Contingent Coupons.
·      If the Final Level is less than the Trigger Level, you will receive at maturity, for each $1,000 in
principal amount,  a cash payment equal to:

$1,000 + ($1,000 x Underlying Return)

The amount of cash that you receive will be less than your principal amount, if anything, resulting in
a loss that is proportionate to the decline from the Initial Level to the Final Level. Investors in the
Notes could lose some or all of their investment if there has been a decline in the level of the
Reference Index below the Trigger Level.

Underlying
Return:

Final Level – Initial Level
Initial Level

Market
Disruption
Events:

If a market disruption event occurs or is continuing on any scheduled Valuation Date other than the
final Valuation Date, the closing level of the Reference Index for that Valuation Date will equal its
closing level on the next scheduled Valuation Date. For example, if a market disruption event occurs
or is continuing on the first and second scheduled Valuation Dates, but not on the third scheduled
Valuation Date, then the closing level of the Reference Index will also be deemed to be its closing
level on the first and second scheduled Valuation Dates. If no further scheduled Valuation Dates
occur after a Valuation Date on which a market disruption event occurs or is continuing or if a
market disruption event occurs or is continuing on the final Valuation Date, then the applicable
closing level for that Valuation Date will be determined (or, if not determinable, estimated by the
calculation agent in a manner which is considered to be commercially reasonable under the
circumstances) by the calculation agent on that final Valuation Date, regardless of the occurrence or
continuation of a market disruption event on that day. In such an event, the calculation agent will
make a good faith estimate in its sole discretion of the closing level of the Reference Index that
would have prevailed in the absence of the market disruption event.

Calculation
Agent: RBC Capital Markets, LLC (“RBCCM”)

U.S. Tax
Treatment:

By purchasing a Note, each holder agrees (in the absence of a change in law, an administrative
determination or a judicial ruling to the contrary) to treat the Notes as a callable pre-paid cash-settled
contingent income-bearing derivative contract linked to the Reference Index for U.S. federal income
tax purposes. However, the U.S. federal income tax consequences of your investment in the Notes
are uncertain and the Internal Revenue Service could assert that the Notes should be taxed in a
manner that is different from that described in the preceding sentence. Please see the section below,
“Supplemental Discussion of U.S. Federal Income Tax Consequences,” and the discussion (including
the opinion of our counsel Morrison & Foerster LLP) in the product prospectus supplement dated
September 10, 2018 under “Supplemental Discussion of U.S. Federal Income Tax Consequences,”
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which apply to the Notes.

Secondary
Market:

RBCCM (or one of its affiliates), though not obligated to do so, may maintain a secondary market in
the Notes after the Issue Date. The amount that you may receive upon sale of your Notes prior to
maturity may be less than the principal amount.

Listing: The Notes will not be listed on any securities exchange.

Settlement:
DTC global (including through its indirect participants Euroclear and Clearstream, Luxembourg as
described under “Description of Debt Securities—Ownership and Book-Entry Issuance” in the prospectus
dated September 7, 2018).

Terms
Incorporated
in
the Master
Note:

All of the terms appearing above the item captioned “Secondary Market” on the cover page and pages
P-2 and P-3 of this terms supplement and the terms appearing under the caption “General Terms of the
Notes” in the product prospectus supplement dated September 10, 2018, as modified by this terms
supplement.

P-3

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

6



Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

ADDITIONAL TERMS OF YOUR NOTES
You should read this terms supplement together with the prospectus dated September 7, 2018, as supplemented by the
prospectus supplement dated September 7, 2018 and the product prospectus supplement dated September 10, 2018,
relating to our Senior Global Medium-Term Notes, Series H, of which these Notes are a part. Capitalized terms used
but not defined in this terms supplement will have the meanings given to them in the product prospectus supplement.
In the event of any conflict, this terms supplement will control. The Notes vary from the terms described in the
product prospectus supplement in several important ways. You should read this terms supplement carefully.
This terms supplement, together with the documents listed below, contains the terms of the Notes and supersedes all
prior or contemporaneous oral statements as well as any other written materials including preliminary or indicative
pricing terms, correspondence, trade ideas, structures for implementation, sample structures, brochures or other
educational materials of ours. You should carefully consider, among other things, the matters set forth in “Risk Factors”
in the prospectus supplement dated September 7, 2018 and in the product prospectus supplement dated September 10,
2018, as the Notes involve risks not associated with conventional debt securities. We urge you to consult your
investment, legal, tax, accounting and other advisors before you invest in the Notes. You may access these documents
on the Securities and Exchange Commission (the “SEC”) website at www.sec.gov as follows (or if that address has
changed, by reviewing our filings for the relevant date on the SEC website):
Prospectus dated September 7, 2018:
https://www.sec.gov/Archives/edgar/data/1000275/000121465918005973/l96181424b3.htm

Prospectus Supplement dated September 7, 2018:
https://www.sec.gov/Archives/edgar/data/1000275/000121465918005975/f97180424b3.htm

Product Prospectus Supplement dated September 10, 2018:
https://www.sec.gov/Archives/edgar/data/1000275/000114036118038089/form424b5.htm

Our Central Index Key, or CIK, on the SEC website is 1000275. As used in this terms supplement, “we,” “us,” or “our”
refers to Royal Bank of Canada.
Royal Bank of Canada has filed a registration statement (including a product prospectus supplement, a prospectus
supplement, and a prospectus) with the SEC for the offering to which this terms supplement relates. Before you invest,
you should read those documents and the other documents relating to this offering that we have filed with the SEC for
more complete information about us and this offering. You may obtain these documents without cost by visiting
EDGAR on the SEC website at www.sec.gov. Alternatively, Royal Bank of Canada, any agent or any dealer
participating in this offering will arrange to send you the product prospectus supplement, the prospectus supplement
and the prospectus if you so request by calling toll-free at 1-877-688-2301.

P-4
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Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

HYPOTHETICAL EXAMPLES
The table set out below is included for illustration purposes only. The table illustrates the Payment at Maturity of the
Notes (excluding the final Contingent Coupons, if payable) for a hypothetical range of performance for the Reference
Index, assuming the following terms and that the Notes are not called prior to maturity:

Hypothetical Initial Level: 1,000.00*
Hypothetical Trigger Level: 747.50, which is 74.75% of the hypothetical Initial Level
Hypothetical Coupon Barrier: 747.50, which is 74.75% of the hypothetical Initial Level
Contingent Coupon Rate: 10.00% per annum (or 2.50% per quarter)
Contingent Coupon Amount: $25 per quarter
Principal Amount: $1,000 per Note

* The hypothetical Initial Level of 1,000.00 used in the examples below has been chosen for illustrative purposes only
and does not represent the actual Initial Level. The actual Initial Level will be set forth on the cover page of the final
pricing supplement relating to the Notes.
Hypothetical Final Levels are shown in the first column on the left. The second column shows the Payment at
Maturity for a range of Final Levels. The third column shows the amount of cash to be paid on the Notes per $1,000 in
principal amount. If the Notes are called prior to maturity, the hypothetical examples below will not be relevant, and
you will receive on the applicable Coupon Payment Date, for each $1,000 principal amount, $1,000 plus the
Contingent Coupons otherwise due on the Notes (if payable).

Hypothetical Final Level Payment at Maturity as
Percentage of Principal Amount

Cash Payment Amount
per $1,000 in Principal
Amount

1,300.00 100.00% $1,000.00*

1,200.00 100.00% $1,000.00*

1,100.00 100.00% $1,000.00*

1,000.00 100.00% $1,000.00*

900.00 100.00% $1,000.00*

800.00 100.00% $1,000.00*

747.50 100.00% $1,000.00*

747.40 74.74% $747.40

799.90 79.99% $799.90

700.00 70.00% $700.00

600.00 60.00% $600.00

500.00 50.00% $500.00

400.00 40.00% $400.00

250.00 25.00% $250.00
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0.00 0.00% $0.00
*Excludes the final Contingent Coupon (and any previously unpaid Contingent Coupons), if payable.
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Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

Hypothetical Examples of Amounts Payable at Maturity
The following hypothetical examples illustrate how the payments at maturity set forth in the table above are
calculated, assuming the Notes have not been called.
Example 1: The level of the Reference Index increases by 25% from the Initial Level of 1,000.00 to the Final Level of
1,250.00. Because the Final Level is greater than the Trigger Level and Coupon Barrier, the investor receives at
maturity, in addition to the final Contingent Coupon (and any previously unpaid Contingent Coupons) otherwise due
on the Notes, a cash payment of $1,000 per Note, despite the 25% appreciation in the level of the Reference Index.
Example 2: The level of the Reference Index decreases by 15% from the Initial Level of 1,000.00 to the Final Level of
850.00. Because the Final Level is greater than the Trigger Level and Coupon Barrier, the investor receives at
maturity, in addition to the final Contingent Coupon (and any previously unpaid Contingent Coupons) otherwise due
on the Notes, a cash payment of $1,000 per Note, despite the 15% decline in the level of the Reference Index.
Example 3: The level of the Reference Index decreases by 50% from the Initial Level of 1,000.00 to the Final Level of
500.00, which is less than the Trigger Level. Because the Final Level is less than the Trigger Level and Coupon
Barrier, the final Contingent Coupon will not be payable on the Maturity Date, and we will pay only $500.00 for each
$1,000 in the principal amount of the Notes, calculated as follows:
Principal Amount + (Principal Amount x Underlying Return)
= $1,000 + ($1,000 x -50.00%) = $1,000 - $500.00 = $500.00
* * *
The Payments at Maturity shown above are entirely hypothetical; they are based on levels of the Reference Index that
may not be achieved on the Valuation Dates and on assumptions that may prove to be erroneous. The actual market
value of your Notes on the Maturity Date or at any other time, including any time you may wish to sell your Notes,
may bear little relation to the hypothetical Payments at Maturity shown above, and those amounts should not be
viewed as an indication of the financial return on an investment in the Notes or on an investment in the securities
included in the Reference Index.

P-6
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Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

SELECTED RISK CONSIDERATIONS
An investment in the Notes involves significant risks. Investing in the Notes is not equivalent to investing directly in
the Reference Index. These risks are explained in more detail in the section “Risk Factors” in the product prospectus
supplement. In addition to the risks described in the prospectus supplement and the product prospectus supplement,
you should consider the following:

·

Principal at Risk — Investors in the Notes could lose all or a substantial portion of their principal amount if there is a
decline in the level of the Reference Index between the Trade Date and the Valuation Dates. If the Notes are not
called and the Final Level is less than the Trigger Level, the amount of cash that you receive at maturity will
represent a loss of your principal that is proportionate to the decline in the closing level of the Reference Index from
the Trade Date to the Valuation Dates. Any Contingent Coupons received on the Notes prior to the Maturity Date
may not be sufficient to compensate for any such loss.

·

The Notes Are Subject to an Automatic Call — The Notes may be automatically called on any Coupon Payment Date
other than the final Coupon Payment Date. If the Notes are so called, then, on the applicable Coupon Payment Date,
for each $1,000 in principal amount, you will receive $1,000 plus the Contingent Coupon otherwise due on the
applicable Coupon Payment Date (together with any previously unpaid Contingent Coupons). You will not receive
any Contingent Coupons after that payment. You may be unable to reinvest your proceeds from the call in an
investment with a return that is as high as the return on the Notes would have been if they had not been called.

·

You May Not Receive Any Contingent Coupons — We will not necessarily make any coupon payments on the Notes.
If the closing level of the Reference Index on an Observation Date (or in the case of the final Contingent Coupon, the
Final Level) is less than the Coupon Barrier, we will not pay you the applicable Contingent Coupon. If the closing
level of the Reference Index is less than the Coupon Barrier on each of the Observation Dates, and if the Final Level
is less than the Coupon Barrier, we will not pay you any Contingent Coupons during the term of, and you will not
receive a positive return on your Notes. Generally, this non-payment of the Contingent Coupon coincides with a
period of greater risk of principal loss on your Notes. Accordingly, if we do not pay the Contingent Coupon on the
Maturity Date, you will also incur a loss of principal, because the Final Level will be less than the Trigger Level.

Notwithstanding the memory feature described above, there can be no assurance that any unpaid Contingent Coupon
will become payable during the term of the Notes.

·

The Call Feature and the Contingent Coupon Feature Limit Your Potential Return — The return potential of the Notes
is limited to the pre-specified Contingent Coupon Rate, regardless of the appreciation of the Reference Index. In
addition, the total return on the Notes will vary based on the number of Observation Dates on which the Contingent
Coupon becomes payable prior to maturity or an automatic call. Further, if the Notes are automatically called, you
will not receive any Contingent Coupons or any other payment in respect of any Observation Dates after the
applicable Coupon Payment Date. Since the Notes could be called as early as the first Coupon Payment Date, the
total return on the Notes could be minimal. If the Notes are not called, you may be subject to the full downside
performance of the Reference Index even though your potential return is limited to the Contingent Coupon Rate. As a
result, the return on an investment in the Notes could be less than the return on a direct investment in securities
included in the Reference Index.

·

Your Return May Be Lower than the Return on a Conventional Debt Security of Comparable Maturity — The return
that you will receive on the Notes, which could be negative, may be less than the return you could earn on other
investments. Even if your return is positive, your return may be less than the return you would earn if you bought a
conventional senior interest bearing debt security of Royal Bank.

·Payments on the Notes Are Subject to Our Credit Risk, and Changes in Our Credit Ratings Are Expected to Affect
the Market Value of the Notes — The Notes are our senior unsecured debt securities. As a result, your receipt of any
Contingent Coupons, if payable, and the amount due on any relevant payment date is dependent upon our ability to
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repay its obligations on the applicable payment dates. This will be the case even if the level of the Reference Index
increases after the Trade Date. No assurance can be given as to what our financial condition will be at any time
during the term of the Notes.

·

There May Not Be an Active Trading Market for the Notes-Sales in the Secondary Market May Result in Significant
Losses — There may be little or no secondary market for the Notes. The Notes will not be listed on any securities
exchange. RBCCM and our other affiliates may make a market for the Notes; however, they are not required to do so.
RBCCM or any other affiliate of ours may stop any market-making activities at any time. Even if a secondary market
for the Notes develops, it may not provide significant liquidity or trade at prices advantageous to you. We expect that
transaction costs in any secondary

P-7
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Autocallable Contingent Coupon Barrier Notes with
Memory Coupon Linked to the S&P Oil & Gas
Exploration and Production Select Industry Index
Royal Bank of Canada

market would be high. As a result, the difference between bid and asked prices for your Notes in any secondary
market could be substantial.

·

Owning the Notes Is Not the Same as Owning the Securities Represented by the Reference Index — The return on your
Notes is unlikely to reflect the return you would realize if you actually owned the securities represented by the
Reference Index. For instance, you will not receive or be entitled to receive any dividend payments or other
distributions on those securities during the term of your Notes. As an owner of the Notes, you will not have voting
rights or any other rights that holders of the Reference Index may have. Furthermore, the Reference Index may
appreciate substantially during the term of the Notes, while your potential return will be limited to the applicable
Contingent Coupon payments.

·

The Initial Estimated Value of the Notes Will Be Less than the Price to the Public — The initial estimated value set
forth on the cover page and that will be set forth in the final pricing supplement for the Notes does not represent a
minimum price at which we, RBCCM or any of our affiliates would be willing to purchase the Notes in any
secondary market (if any exists) at any time. If you attempt to sell the Notes prior to maturity, their market value may
be lower than the price you paid for them and the initial estimated value. This is due to, among other things, changes
in the levels of the Reference Index, the borrowing rate we pay to issue securities of this kind, and the inclusion in the
price to the public of the underwriting discount and the estimated costs relating to our hedging of the Notes. These
factors, together with various credit, market and economic factors over the term of the Notes, are expected to reduce
the price at which you may be able to sell the Notes in any secondary market and will affect the value of the Notes in
complex and unpredictable ways. Assuming no change in market conditions or any other relevant factors, the price, if
any, at which you may be able to sell your Notes prior to maturity may be less than your original purchase price, as
any such sale price would not be expected to include the underwriting discount and the hedging costs relating to the
Notes. In addition to bid-ask spreads, the value of the Notes determined by RBCCM for any secondary market price
is expected to be based on the secondary rate rather than the internal funding rate used to price the Notes and
determine the initial estimated value. As a result, the secondary price will be less than if the internal funding rate was
used. The Notes are not designed to be short-term trading instruments. Accordingly, you should be able and willing
to hold your Notes to maturity.

·

The Initial Estimated Value of the Notes on the Cover Page of this Terms Supplement and that We Will Provide in
the Final Pricing Supplement Are Estimates Only, Calculated as of the Time the Terms of the Notes Are Set — The
initial estimated value of the Notes will be based on the value of our obligation to make the payments on the Notes,
together with the mid-market value of the derivative embedded in the terms of the Notes. See “Structuring the Notes”
below. Our estimates are based on a variety of assumptions, including our credit spreads, expectations as to
dividends, interest rates and volatility, and the expected term of the Notes. These assumptions are based on certain
forecasts about future events, which may prove to be incorrect. Other entities may value the Notes or similar
securities at a price that is significantly different than we do.

The value of the Notes at any time after the Trade Date will vary based on many factors, including changes in market
conditions, and cannot be predicted with accuracy. As a result, the actual value you would receive if you sold the
Notes in any secondary market, if any, should be expected to differ materially from the initial estimated value of your
Notes.

·

Inconsistent Research — Royal Bank or its affiliates may issue research reports on securities that are, or may become,
components of the Reference Index. We may also publish research from time to time on financial markets and other
matters that may influence the level of the Reference Index or the value of the Notes, or express opinions or provide
recommendations that may be inconsistent with purchasing or holding the Notes or with the investment view implicit
in the Notes or the Reference Index. You should make your own independent investigation of the merits of investing
in the Notes and the Reference Index.
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·

The Stocks Included in the Reference Asset Are Concentrated in One Sector — All of the stocks included in the
Reference Asset are issued by companies in the oil and gas exploration and production sector. As a result, the stocks
that will determine the performance of the Notes are concentrated in one sector. Although an investment in the Notes
will not give holders any ownership or other direct interests in the stocks underlying the Reference Asset, the return
on an investment in the Notes will be subject to certain risks associated with a direct equity investment in companies
in this sector, including those discussed below. Accordingly, by investing in the Notes, you will not benefit from the
diversification which could result from an investment linked to companies that operate in multiple sectors.

·

The Stocks of Companies in the Oil and Gas Sector Are Subject to Swift Price Fluctuations — The issuers of the stocks
included in the Reference Asset develop and produce, among other things, crude oil and natural gas, and provide,
among other things, drilling services and other services related to oil and gas production and distribution. Stock
prices for these types of companies are affected by supply and demand both for their specific product or service and
for oil and gas products in general. The price of oil and gas, exploration and production spending, government
regulation, world events and economic conditions will likewise affect the performance of these companies. The stock
prices of companies in this sector could be subject to wide fluctuations in response to a variety of factors, including
the ability of the OPEC to set and maintain production levels and
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pricing, the level of production in non-OPEC countries, the demand for oil and gas, which is negatively impacted by
economic downturns, the policies of various governments regarding exploration and development of oil and gas
reserves, advances in exploration and development technology and the political environment of oil-producing regions.
Correspondingly, the stocks of companies in this sector are subject to swift price fluctuations caused by events
relating to international politics, energy conservation, the success of exploration projects and tax and other
governmental regulatory policies. Weak demand for the companies’ products or services or for oil and gas products
and services in general, as well as negative developments in these other areas, would adversely impact the value of the
stocks included in the Reference Asset and, therefore, the level of the Reference Asset and the value of the Notes.

·

Market Disruption Events and Adjustments — The payment at maturity, each Observation Date and Valuation Dates
are subject to adjustment as described in the product prospectus supplement. For a description of what constitutes a
market disruption event as well as the consequences of that market disruption event, see “General Terms of the
Notes—Market Disruption Events” in the product prospectus supplement.
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INFORMATION REGARDING THE REFERENCE INDEX
All disclosures contained in this terms supplement regarding the Reference Index, including, without limitation, its
make-up, method of calculation, and changes in their components, have been derived from publicly available sources.
The information reflects the policies of, and is subject to change by, Standard & Poor’s Financial Services LLC
(“S&P”).  The sponsor has no obligation to continue to publish, and may discontinue publication of, the Reference
Index. The consequences of an index sponsor discontinuing publication of the Reference Index are discussed in the
section of the product prospectus supplement entitled “General Terms of the Notes—Unavailability of the Level of a
Reference Index.” Neither we nor RBCCM accepts any responsibility for the calculation, maintenance or publication of
the Reference Index or any successor index.
We obtained the information regarding the historical performance of the Reference Index set forth below from
Bloomberg Financial Markets.
The Index is an equally-weighted index that is designed to measure the performance of the oil and gas exploration and
production sub-industry portion of the S&P Total Market Index (“S&P TMI”), an index that measures the performance
of the U.S. equity market. The S&P TMI includes all U.S. common equities listed on the NYSE (including NYSE
Arca), the NYSE American, the Nasdaq Global Select Market, and the Nasdaq Capital Market. Each of the component
stocks in the Reference Index is a constituent company within the oil and gas exploration and production sub-industry
portion of the S&P TMI.
To be eligible for inclusion in the Reference Index, companies must be in the S&P TMI, and must be included in the
relevant Global Industry Classification Standard (GICS) sub-industry.  The GICS was developed to establish a global
standard for categorizing companies into sectors and industries.  In addition, companies must satisfy one of the two
following combined size and liquidity criteria:
1.  float-adjusted market capitalization above US$500 million and float-adjusted liquidity ratio above 90%; or
2.  float-adjusted market capitalization above US$400 million and float-adjusted liquidity ratio above 150%.
All U.S. companies satisfying these requirements are included in the Reference Index. The total number of companies
in the Reference Index should be at least 35. If there are fewer than 35 stocks, stocks from a supplementary list of
highly correlated sub-industries that meet the market capitalization and liquidity thresholds above are included in
order of their float-adjusted market capitalization to reach 35 constituents. Minimum market capitalization
requirements may be relaxed to ensure there are at least 22 companies in the Reference Index as of each rebalancing
effective date.
Eligibility factors include:
Market Capitalization:  Float-adjusted market capitalization should be at least US$400 million for inclusion in the
Reference Index. Existing index components must have a float-adjusted market capitalization of US$300 million to
remain in the Reference Index at each rebalancing.
Liquidity: The liquidity measurement used is a liquidity ratio, defined as dollar value traded over the previous
12-months divided by the float-adjusted market capitalization as of the Reference Index rebalancing reference date.
Stocks having a float-adjusted market capitalization above US$500 million must have a liquidity ratio greater than
90% to be eligible for addition to the Reference Index. Stocks having a float-adjusted market capitalization between
US$400 and US$500 million must have a liquidity ratio greater than 150% to be eligible for addition to the Reference
Index. Existing index constituents must have a liquidity ratio greater than 50% to remain in the Reference Index at the
quarterly rebalancing. The length of time to evaluate liquidity is reduced to the available trading period for IPOs or
spin-offs that do not have 12 months of trading history.
Domicile:  U.S. companies only.
Takeover Restrictions:  At the discretion of the index sponsor, constituents with shareholder ownership restrictions
defined in company organizational documents may be deemed ineligible for inclusion in the Reference Index.

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

16



Ownership restrictions preventing entities from replicating the index weight of a company may be excluded from the
eligible universe or removed from the Reference Index.
Turnover:  The Index sponsor has indicated that turnover in index membership should be avoided when possible. At
times a company may appear to temporarily violate one or more of the addition criteria. However, the addition criteria
are for addition to the Reference Index, not for continued membership. As a result, an index constituent that appears to
violate the criteria for addition to the Reference Index will not be deleted unless ongoing conditions warrant a change
in the composition of the Reference Index.
Additional information relating to the Reference Index, including its method of calculation, may be found on the S&P
website.  Please note that information included on that website is not included or incorporated by reference in this
document.
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License Agreement
Standard & Poor’s® and S&P® are registered trademarks of S&P; Dow Jones® is a registered trademark of Dow Jones
Trademark Holdings LLC (“Dow Jones”). “Standard & Poor’s®” and “S&P®” are trademarks of S&P. These trademarks have
been licensed for use by S&P Dow Jones Indices LLC and its affiliates and sublicensed for certain purposes by us.
The Reference Asset is a product of S&P Dow Jones Indices LLC and has been licensed for use by us.
The Notes are not sponsored, endorsed, sold, or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, any of
their respective affiliates (collectively, “S&P Dow Jones Indices”). S&P Dow Jones Indices make no representation or
warranty, express or implied, to the holders of the Notes or any member of the public regarding the advisability of
investing in securities generally or in the Notes particularly or the ability of the Reference Asset to track general
market performance. S&P Dow Jones Indices’ only relationship to us with respect to the Reference Asset is the
licensing of the Reference Asset and certain trademarks, service marks and/or trade names of S&P Dow Jones Indices
and/or its third party licensors. The Index is determined, composed and calculated by S&P Dow Jones Indices without
regard to us or the Notes. S&P Dow Jones Indices have no obligation to take our needs or the needs of the holders of
the Notes into consideration in determining, composing or calculating the Reference Asset. S&P Dow Jones Indices
are not responsible for and have not participated in the determination of the prices, and amount of the Notes or the
timing of the issuance or sale of the Notes or in the determination or calculation of the equation by which the Notes
are to be converted into cash. S&P Dow Jones Indices have no obligation or liability in connection with the
administration, marketing or trading of the Notes. There is no assurance that investment products based on the
Reference Asset will accurately track index performance or provide positive investment returns. S&P Dow Jones
Indices LLC is not an investment advisor. Inclusion of a security within the Reference Asset is not a recommendation
by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment advice.
Notwithstanding the foregoing, CME Group Inc. and its affiliates may independently issue and/or sponsor financial
products unrelated to the Notes currently being issued by us, but which may be similar to and competitive with the
Notes. In addition, CME Group Inc. and its affiliates may trade financial products which are linked to the performance
of the Reference Asset. It is possible that this trading activity will affect the value of the Reference Asset and the
Notes.

S&P DOW JONES INDICES DO NOT GUARANTEE THE ADEQUACY, ACCURACY, TIMELINESS AND/OR
THE COMPLETENESS OF THE REFERENCE INDEX OR ANY DATA RELATED THERETO OR ANY
COMMUNICATION, INCLUDING BUT NOT LIMITED TO, ORAL OR WRITTEN COMMUNICATION
(INCLUDING ELECTRONIC COMMUNICATIONS) WITH RESPECT THERETO. S&P DOW JONES INDICES
SHALL NOT BE SUBJECT TO ANY DAMAGES OR LIABILITY FOR ANY ERRORS, OMISSIONS, OR
DELAYS THEREIN. S&P DOW JONES INDICES MAKE NO EXPRESS OR IMPLIED WARRANTIES, AND
EXPRESSLY DISCLAIMS ALL WARRANTIES, OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE OR AS TO RESULTS TO BE OBTAINED BY US, HOLDERS OF THE NOTES, OR ANY
OTHER PERSON OR ENTITY FROM THE USE OF THE REFERENCE INDEX OR WITH RESPECT TO ANY
DATA RELATED THERETO. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT
WHATSOEVER SHALL S&P DOW JONES INDICES BE LIABLE FOR ANY INDIRECT, SPECIAL,
INCIDENTAL, PUNITIVE, OR CONSEQUENTIAL DAMAGES INCLUDING BUT NOT LIMITED TO, LOSS
OF PROFITS, TRADING LOSSES, LOST TIME OR GOODWILL, EVEN IF THEY HAVE BEEN ADVISED OF
THE POSSIBILITY OF SUCH DAMAGES, WHETHER IN CONTRACT, TORT, STRICT LIABILITY, OR
OTHERWISE. THERE ARE NO THIRD PARTY BENEFICIARIES OF ANY AGREEMENTS OR
ARRANGEMENTS BETWEEN S&P DOW JONES INDICES AND US, OTHER THAN THE LICENSORS OF
S&P DOW JONES INDICES.
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Historical Information
Below is a table setting forth the intra-day high, intra-day low and period-end closing levels of the Reference Index,
based on information provided by Bloomberg Financial Markets. The information provided in the table is for the
period from January 1, 2008 through September 17, 2018.
Period-Start
Date

Period-End
Date

High Intra-Day Level of the
Reference Index

Low Intra-Day Level of the
Reference Index

Period-End Closing Level of
the Reference Index

1/1/2008 3/31/2008 8,390.96 6,342.28 8,059.69
4/1/2008 6/30/2008 10,736.57 7,977.75 10,512.50
7/1/2008 9/30/2008 10,956.05 6,119.70 6,735.70
10/1/2008 12/30/2008 6,735.70 3,421.59 4,379.91
1/1/2009 3/31/2009 5,182.01 3,441.67 4,028.98
4/1/2009 6/30/2009 5,693.90 3,924.27 4,739.29
7/1/2009 9/30/2009 6,011.52 4,174.95 5,788.22
10/1/2009 12/29/2009 6,614.28 5,425.32 6,258.12
1/1/2010 3/31/2010 6,674.74 5,716.83 6,305.00
4/1/2010 6/30/2010 6,878.23 5,538.84 5,839.73
7/1/2010 9/30/2010 6,426.34 5,599.63 6,321.30
10/1/2010 12/30/2010 7,945.96 6,277.81 7,883.34
1/1/2011 3/31/2011 9,786.50 7,825.78 9,703.90
4/1/2011 6/30/2011 9,891.67 8,122.61 8,844.06
7/1/2011 9/30/2011 9,865.04 6,452.66 6,452.82
10/1/2011 12/30/2011 8,671.89 5,675.37 7,934.69
1/1/2012 3/30/2012 9,315.60 7,877.33 8,581.00
4/1/2012 6/29/2012 8,782.59 6,651.56 7,594.48
7/1/2012 9/28/2012 8,988.54 7,226.25 8,395.79
10/1/2012 12/31/2012 8,655.95 7,533.24 8,183.36
1/1/2013 3/28/2013 9,494.57 8,183.36 9,173.92
4/1/2013 6/28/2013 9,580.02 8,198.75 8,843.20
7/1/2013 9/30/2013 10,119.35 8,851.17 10,003.49
10/1/2013 12/31/2013 11,202.98 9,746.86 10,400.37
1/1/2014 3/31/2014 10,919.96 9,673.20 10,896.20
4/1/2014 6/30/2014 12,751.78 10,740.82 12,490.67
7/1/2014 9/30/2014 12,545.51 10,374.39 10,454.42
10/1/2014 12/31/2014 10,573.85 6,357.56 7,271.25
1/1/2015 3/31/2015 8,217.89 6,331.11 7,501.35
4/1/2015 6/30/2015 8,528.09 7,025.94 7,100.87
7/1/2015 9/30/2015 7,104.36 4,823.97 5,001.12
10/1/2015 12/31/2015 6,212.91 4,310.33 4,601.66
1/1/2016 3/31/2016 4,820.87 3,359.43 4,622.51
4/1/2016 6/30/2016 5,812.13 4,421.68 5,297.27
7/1/2016 9/30/2016 5,962.06 4,905.70 5,854.80
10/1/2016 12/30/2016 6,817.43 5,196.31 6,308.60
1/1/2017 3/31/2017 6,497.38 5,270.23 5,700.61
4/1/2017 6/30/2017 5,880.21 4,551.94 4,857.15
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7/1/2017 9/29/2017 5,283.40 4,400.55 5,191.83
10/1/2017 12/29/2017 5,760.28 4,821.74 5,673.53
1/1/2018 3/29/2018 6,118.66 4,719.29 5,365.69
4/1/2018 6/29/2018 6,804.83 5,079.81 6,555.08
7/1/2018 9/17/2018 6,918.53 5,902.02 6,268.00
PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.
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The graph below illustrates the performance of the Reference Index from January 1, 2008 to September 17, 2018. The
red line represents a hypothetical Trigger Level and Coupon Barrier of 4,685.33, which is equal to 74.75% of
6,268.00, which was its closing level on September 17, 2018.  The actual Coupon Barrier and Trigger Level will be
based on the closing level of the Reference Index on the Trade Date.
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SUPPLEMENTAL DISCUSSION OF
U.S. FEDERAL INCOME TAX CONSEQUENCES
The following disclosure supplements, and to the extent inconsistent supersedes, the discussion in the product
prospectus supplement dated September 10, 2018 under “Supplemental Discussion of U.S. Federal Income Tax
Consequences.”
Under Section 871(m) of the Code, a “dividend equivalent” payment is treated as a dividend from sources within the
United States. Such payments generally would be subject to a 30% U.S. withholding tax if paid to a non-U.S. holder.
Under U.S. Treasury Department regulations, payments (including deemed payments) with respect to equity-linked
instruments (“ELIs”) that are “specified ELIs” may be treated as dividend equivalents if such specified ELIs reference an
interest in an “underlying security,” which is generally any interest in an entity taxable as a corporation for U.S. federal
income tax purposes if a payment with respect to such interest could give rise to a U.S. source dividend. However, the
IRS has issued guidance that states that the U.S. Treasury Department and the IRS intend to amend the effective dates
of the U.S. Treasury Department regulations to provide that withholding on dividend equivalent payments will not
apply to specified ELIs that are not delta-one instruments and that are issued before January 1, 2019. Based on our
determination that the Notes are not delta-one instruments, non-U.S. holders should not be subject to withholding on
dividend equivalent payments, if any, under the Notes. However, it is possible that the Notes could be treated as
deemed reissued for U.S. federal income tax purposes upon the occurrence of certain events affecting the Reference
Index or the Notes (for example, upon the Reference Index rebalancing), and following such occurrence the Notes
could be treated as subject to withholding on dividend equivalent payments. Non-U.S. holders that enter, or have
entered, into other transactions in respect of the Reference Index or the Notes should consult their tax advisors as to
the application of the dividend equivalent withholding tax in the context of the Notes and their other transactions. If
any payments are treated as dividend equivalents subject to withholding, we (or the applicable withholding agent)
would be entitled to withhold taxes without being required to pay any additional amounts with respect to amounts so
withheld.
SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)
JPMorgan Chase Bank, N.A., J.P. Morgan Securities LLC and its affiliates will act as placement agents for the Notes
and will receive a fee from the Issuer of $10.00 per $1,000 in principal amount of the Notes.
In addition, RBCCM or another of its affiliates or agents may use this document in market-making transactions after
the initial sale of the Notes, but is under no obligation to do so and may discontinue any market-making activities at
any time without notice.
We expect that delivery of the Notes will be made against payment for the Notes on or about September 26, 2018,
which is the third (3rd) business day following the Trade Date (this settlement cycle being referred to as “T+3”). See
“Plan of Distribution” in the prospectus dated September 7, 2018. For additional information as to the relationship
between us and RBCCM, please see the section “Plan of Distribution—Conflicts of Interest” in the prospectus dated
September 7, 2018.
We will deliver the Notes on a date that is greater than two business days following the Trade Date. Under Rule
15c6-1 under the Exchange Act, trades in the secondary market generally are required to settle in two business days,
unless the parties to any such trade expressly agree otherwise. Accordingly, purchasers who wish to trade the Notes
more than two business days prior to the original issue date will be required to specify alternative settlement
arrangements to prevent a failed settlement.
The value of the Notes shown on your account statement may be based on RBCCM’s estimate of the value of the
Notes if RBCCM or another of our affiliates were to make a market in the Notes (which it is not obligated to do). That
estimate will be based upon the price that RBCCM may pay for the Notes in light of then prevailing market
conditions, our creditworthiness and transaction costs. For a period of approximately six months after the issue date of
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the Notes, the value of the Notes that may be shown on your account statement may be higher than RBCCM’s
estimated value of the Notes at that time. This is because the estimated value of the Notes will not include the
underwriting discount and our hedging costs and profits; however, the value of the Notes shown on your account
statement during that period may be a higher amount, reflecting the addition of RBCCM’s underwriting discount and
our estimated costs and profits from hedging the Notes. This excess is expected to decrease over time until the end of
this period. After this period, if RBCCM repurchases your Notes, it expects to do so at prices that reflect their
estimated value.
STRUCTURING THE NOTES
The Notes are our debt securities, the return on which is linked to the performance of the Reference Index. As is the
case for all of our debt securities, including our structured notes, the economic terms of the Notes reflect our actual or
perceived creditworthiness at the time of pricing. In addition, because structured notes result in increased operational,
funding and liability management costs to us, we typically borrow the funds under these Notes at a rate that is more
favorable to us than the rate that we might pay for a conventional fixed or floating rate debt security of comparable
maturity. Using this relatively lower implied borrowing rate rather than the secondary market rate, is a factor that is
likely to reduce the initial estimated value of the Notes at the time their terms are set. Unlike the estimated value
included in this terms supplement or in the final pricing supplement, any value of the Notes determined for purposes
of a secondary market transaction may be based on a different funding rate, which may result in a lower value for the
Notes than if our initial internal funding rate were used.
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In order to satisfy our payment obligations under the Notes, we may choose to enter into certain hedging arrangements
(which may include call options, put options or other derivatives) on the issue date with RBCCM or one of our other
subsidiaries. The terms of these hedging arrangements take into account a number of factors, including our
creditworthiness, interest rate movements, the volatility of the Reference Index, and the tenor of the Notes. The
economic terms of the Notes and their initial estimated value depend in part on the terms of these hedging
arrangements.
The lower implied borrowing rate is a factor that reduces the economic terms of the Notes to you. The initial offering
price of the Notes also reflects the underwriting commission and our estimated hedging costs. These factors result in
the initial estimated value for the Notes on the Trade Date being less than their public offering price. See “Selected
Risk Considerations—The Initial Estimated Value of the Notes Will Be Less than the Price to the Public” above.
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MICROS Systems, Inc. (I) 6,670 302,751

Microsoft Corp. 109,842 3,134,341

NetSuite, Inc. (I) 1,676 106,443

Oracle Corp. (C) 120,923 3,754,659

Red Hat, Inc. (I) 6,449 317,097

Salesforce.com, Inc. (I) 5,210 760,556

ServiceNow, Inc. (I) 2,100 64,365

Splunk, Inc. (I) 3,380 94,809

Synopsys, Inc. (I) 4,700 151,340

TIBCO Software, Inc. (I) 11,340 285,881

Websense, Inc. (I) 16,200 214,164

Workday, Inc., Class A (I) 1,160 56,260 Materials 3.5% 8,549,300  Chemicals 1.6%

CF Industries Holdings, Inc. 1,835 376,524

Innospec, Inc. (I) 11,000 356,180
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Koppers Holdings, Inc. 7,000 249,900

LyondellBasell Industries NV, Class A 3,000 160,170

Monsanto Company 4,979 428,543

Sensient Technologies Corp. 6,600 240,108

The Dow Chemical Company 32,640 956,352

The Sherwin-Williams Company 5,794 826,109

W.R. Grace & Company (I) 2,500 160,400

Westlake Chemical Corp. 2,007 152,652 Construction Materials 0.2%

Cemex SAB de CV, ADR (I) 15,600 141,024

Siam Cement PCL, NVDR 6,300 76,584

Vulcan Materials Company 4,050 186,179 Containers & Packaging 0.7%

Aptargroup, Inc. 6,110 313,321

Ball Corp. 2,900 124,207

Crown Holdings, Inc. (I) 3,300 126,225

Graphic Packaging Holding Company (I) 31,810 188,315

Greif, Inc., Class A 5,930 248,823

See notes to financial statements Annual report | Hedged Equity & Income Fund 17

Shares Value

Containers & Packaging (continued)

Rock-Tenn Company, Class A 4,580 $335,210

Silgan Holdings, Inc. 9,870 427,470

Metals & Mining 0.3%

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

26



Allied Nevada Gold Corp. (I) 3,175 117,221

Cliffs Natural Resources, Inc. 3,702 134,272

Freeport-McMoRan Copper & Gold, Inc. 11,340 440,899

Walter Energy, Inc. 1,975 69,046

Paper & Forest Products 0.7%

Deltic Timber Corp. 6,170 418,696

International Paper Company 21,980 787,543

Louisiana-Pacific Corp. (I) 23,190 366,170

Mondi PLC 12,811 141,157

Telecommunication Services 1.0% 2,544,127

Diversified Telecommunication Services 1.0%

American Tower Corp. 2,275 171,266

AT&T, Inc. 33,640 1,163,608

Verizon Communications, Inc. 27,089 1,209,253

Utilities 1.8% 4,399,535

Electric Utilities 0.4%

Duke Energy Corp. 5,015 329,435

UNS Energy Corp. 8,290 353,486

Westar Energy, Inc. 9,610 285,417

Gas Utilities 1.4%

Atmos Energy Corp. 9,200 330,924
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New Jersey Resources Corp. 3,390 150,719

UGI Corp. 83,845 2,707,355

WGL Holdings, Inc. 6,090 242,199

Number of

Contracts Value

Options Purchased 3.5% $8,550,000

(Cost $17,295,747)

Put Options 3.5% 8,550,000

S&P 500 Index (Expiration Date: 6-22-13; Strike Price: $1,275; Counterparty:

Morgan Stanley Company, Inc.) (I) 1,900 8,550,000

18 Hedged Equity & Income Fund | Annual report See notes to financial statements

Par value Value

Short-Term Investments 3.6% $8,900,000

(Cost $8,900,000)

Repurchase Agreement 3.6% 8,900,000

Goldman Sachs Tri-Party Repurchase Agreement dated 10-31-12 at

0.280% to be repurchased at $8,900,069 on 11-1-12, collateralized

by $8,362,442 Federal National Mortgage Association, 3.500%

due 4-1-26 (valued at $9,053,610, including interest) $8,900,000 8,900,000

Total investments (Cost $250,797,694)†101.9% $249,923,025

Other assets and liabilities, net (1.9%) ($4,629,211)

Total net assets 100.0% $245,293,814
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The percentage shown for each investment category is the total value of that category as a percentage of the net assets of the
Fund.

ADR American Depositary Receipts

(C) A portion of this security is pledged as collateral for options. Total collateral value at 10-31-12 was $36,464,520.

(I) Non-income producing security.

(R) Direct placement securities are restricted to resale and the Fund has limited rights to registration under the Securities Act of
1933, as follows:

Value as a

Beginning Ending percentage

Acquisition Acquisition share share of Fund's Value as of

Issuer, Description date cost amount amount net assets 10-31-12

Allstar Co-Invest 8-1-11 $240,553 236,300 236,300 0.09% $228,880

Block Feeder LLC

† At 10-31-12, the aggregate cost of investment securities for federal income tax purposes was $251,944,840. Net unrealized
depreciation aggregated $2,021,815, of which $16,611,980 related to appreciated investment securities and $18,633,795 related
to depreciated investment securities.
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F I N A N C I A L   S T A T E M E N T S

Financial statements
Statement of assets and liabilities 10-31-12

This Statement of assets and liabilities is the Fund’s balance sheet. It shows the value of what the Fund owns, is
due and owes. You’ll also find the net asset value for each common share.

Assets

Investments, at value (Cost $250,797,694) $249,923,025

Cash 3,710

Receivable for investments sold 988,567
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Dividends and interest receivable 145,744

Other receivables and prepaid expenses 5,438

Total assets 251,066,484

Liabilities

Payable for investments purchased 777,227

Payable for fund shares repurchased 212,223

Written options, at value (Premiums received $12,275,016) 4,682,000

Payable to affiliates

Accounting and legal services fees 7,381

Trustees’ fees 920

Other liabilities and accrued expenses 92,919

Total liabilities 5,772,670

Net assets

Paid-in capital $246,157,200

Accumulated distributions in excess of net investment income (615)

Accumulated net realized gain (loss) on investments, written options and

foreign currency transactions (7,580,708)

Net unrealized appreciation (depreciation) on investments, written options

and translation of assets and liabilities in foreign currencies 6,717,937

Net assets $245,293,814

Net asset value per share

Based on 13,934,006 shares of beneficial interest outstanding — unlimited

number of shares authorized with par value of $0.01 per share $17.60
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F I N A N C I A L   S T A T E M E N T S

Statement of operations For the year ended 10-31-12

This Statement of operations summarizes the Fund’s investment income earned and expenses incurred in
operating the Fund. It also shows net gains (losses) for the period stated.

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

30



Investment income

Dividends $4,769,983

Interest 13,176

Less foreign taxes withheld (26,385)

Total investment income 4,756,774

Expenses

Investment management fees 2,539,167

Accounting and legal services fees 49,705

Transfer agent fees 18,296

Trustees’ fees 36,452

Printing and postage 37,400

Professional fees 96,561

Custodian fees 44,026

Stock exchange listing fees 41,781

Other 22,531

Total expenses 2,885,919

Net investment income 1,870,855

Realized and unrealized gain (loss)

Net realized gain (loss) on

Investments (6,686,949)

Written options 7,801,413

Foreign currency transactions (13,537)

1,100,927

Change in net unrealized appreciation (depreciation) of

Investments 12,260,249

Written options 11,041,405

Translation of assets and liabilities in foreign currencies (364)

23,301,290

Net realized and unrealized gain 24,402,217
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Increase in net assets from operations $26,273,072
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F I N A N C I A L   S T A T E M E N T S

Statements of changes in net assets
These Statements of changes in net assets show how the value of the Fund’s net assets has changed during the
last two periods. The difference reflects earnings less expenses, any investment gains and losses, distributions, if
any, paid to shareholders and the net of Fund share transactions.

Year Period

ended ended

10-31-12 10-31-111

Increase (decrease) in net assets

From operations

Net investment income $1,870,855 $337,387

Net realized gain (loss) 1,100,927 (8,723,640)

Change in net unrealized appreciation (depreciation) 23,301,290 (16,583,353)

Increase (decrease) in net assets resulting from operations 26,273,072 (24,969,606)

Distributions to shareholders

From net investment income (1,850,217) (317,301)

From tax return of capital (16,575,845) (4,982,535)

Total distributions (18,426,062) (5,299,836)

From Fund share transactions

Shares issued — 279,246,5002,3

Shares repurchased (10,945,445) —

Offering costs — (584,809)

Total from Fund share transactions (10,945,445) 278,661,691

Total increase (decrease) (3,098,435) 248,392,249

Net assets
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Beginning of year 248,392,249 —3

End of year $245,293,814 $248,392,249

Undistributed (Accumulated distributions in excess of) net

investment income ($615) $118

Share activity

Shares outstanding

Beginning of year 14,620,236 —

Shares issued — 14,620,236

Shares repurchased (686,230) —

End of year 13,934,006 14,620,236

1 Period from 5-26-11 (commencement of operations) to 10-31-11.

2 Net of underwriting commissions of $13,153,500, or $0.90 per share, which were paid to brokers in connection with the Fund’s
initial public offerings.

3 Initial seed capital of $100,000 is included in Fund share transactions for the period ended 10-31-11.
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Financial highlights
The Financial highlights show how the Fund’s net asset value for a share has changed during the period.

COMMON SHARES Period ended 10-31-12 10-31-111

Per share operating performance

Net asset value, beginning of period $16.99 $19.102

Net investment income3 0.13 0.02

Net realized and unrealized gain (loss) on investments 1.68 (1.73)

Total from investment operations 1.81 (1.71)

Less distributions to common shareholders

From net investment income (0.13) (0.02)

From tax return of capital (1.16) (0.34)
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Total distributions (1.29) (0.36)

Anti-dilutive impact of repurchase plan 0.094 —

Offering costs related to common shares — (0.04)

Net asset value, end of period $17.60 $16.99

Per share market value, end of period $16.14 $15.18

Total return at net asset value (%)5 12.17 (8.98)6

Total return at market value (%)5 15.14 (22.33)6

Ratios and supplemental data

Net assets applicable to common shares, end of period (in millions) $245 $248

Ratios (as a percentage of average net assets):

Expenses 1.14 1.157

Net investment income 0.74 0.317

Portfolio turnover (%) 76 38

1 Period from 5-26-11 (commencement of operations) to 10-31-11.
2 Reflects the deduction of a $0.90 per share sales load.
3 Based on the average daily shares outstanding.
4 The repurchase plan was completed at an average repurchase price of $15.95 for 686,230 shares.
5 Total return based on net asset value reflects changes in the Fund’s net asset value during each period. Total return based on
market value reflects changes in market value. Each figure assumes that dividend, capital gain and return of capital distributions,
if any, were reinvested. These figures will differ depending upon the level of any discount from or premium to net asset value at
which the Fund’s shares traded during the period.
6 Not annualized.
7 Annualized.
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Notes to financial statements
Note 1 — Organization

John Hancock Hedged Equity & Income Fund (the Fund) is a closed-end management investment company
organized as a Massachusetts business trust and registered under the Investment Company Act of 1940, as
amended (the 1940 Act).

Note 2 — Significant accounting policies

The financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America, which require management to make certain estimates and assumptions at the date of
the financial statements. Actual results could differ from those estimates. Events or transactions occurring after
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the end of the fiscal period through the date that the financial statements were issued have been evaluated in the
preparation of the financial statements. The following summarizes the significant accounting policies of the Fund:

Security valuation. Investments are stated at value as of the close of regular trading on the New York Stock
Exchange (NYSE), normally at 4:00 P.M., Eastern Time. In order to value the securities, the Fund uses the
following valuation techniques: Equity securities held by the Fund are valued at the last sale price or official
closing price on the principal securities exchange on which they trade. In the event there were no sales during
the day or closing prices are not available, then the securities are valued using the last quoted bid or evaluated
price. Options listed on an exchange are valued at the mean between the last bid and ask prices from the
exchange on which they are principally traded. For options not listed on an exchange, an independent pricing
source is used to value the options at the mean between the last bid and ask prices. Certain securities traded only
in the over-the-counter market are valued at the last bid price quoted by brokers making markets in the securities
at the close of trading. Certain short-term securities are valued at amortized cost. Other portfolio securities and
assets, where reliable market quotations are not available, are valued at fair value as determined in good faith by
the Fund’s Pricing Committee following procedures established by the Board of Trustees, which include price
verification procedures. The frequency with which these fair valuation procedures are used cannot be predicted.

The Fund uses a three-tier hierarchy to prioritize the pricing assumptions, referred to as inputs, used in valuation
techniques to measure fair value. Level 1 includes securities valued using quoted prices in active markets for
identical securities. Level 2 includes securities valued using significant observable inputs. Observable inputs may
include quoted prices for similar securities, interest rates, prepayment speeds and credit risk. Prices for
securities valued using these inputs are received from independent pricing vendors and brokers and are based on
an evaluation of the inputs described. Level 3 includes securities valued using significant unobservable inputs
when market prices are not readily available or reliable, including the Fund’s own assumptions in determining
the fair value of investments. Factors used in determining value may include market or issuer specific events or
trends, changes in interest rates and credit quality. The inputs or methodology used for valuing securities are not
necessarily an indication of the risks associated with investing in those securities. Changes in valuation
techniques may result in transfers into or out of an assigned level within the disclosure hierarchy.
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The following is a summary of the values by input classification of the Fund’s investments as of October 31, 2012,
by major security category or type:

LEVEL 3

LEVEL 2 SIGNIFICANT

TOTAL MARKET LEVEL 1 SIGNIFICANT UNOBSERVABLE

VALUE AT 10-31-12 QUOTED PRICE OBSERVABLE INPUTS INPUTS

Common Stocks

Consumer Discretionary $36,659,963 $35,877,976 $553,107 $228,880

Consumer Staples 15,895,684 15,895,684 — —

Energy 23,704,800 21,406,192 2,298,608 —

Financials 33,737,181 31,996,199 1,740,982 —

Health Care 30,273,122 27,899,456 2,373,666 —

Industrials 34,049,859 33,834,240 215,619 —

Information Technology 42,659,454 42,408,800 173,420 77,234

Materials 8,549,300 8,331,559 217,741 —

Telecommunication
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Services 2,544,127 2,544,127 — —

Utilities 4,399,535 4,399,535 — —

Options Purchased 8,550,000 8,550,000 — —

Short-Term Investments 8,900,000 — 8,900,000 —

Total Investments in

Securities $249,923,025 $233,143,768 $16,473,143 $306,114

Other Financial

Instruments:

Written Options ($4,682,000) ($4,682,000) — —

Repurchase agreements. The Fund may enter into repurchase agreements. When the Fund enters into a
repurchase agreement, it receives collateral which is held in a segregated account by the Fund’s custodian. The
collateral amount is marked-to-market and monitored on a daily basis to ensure that the collateral held is in an
amount not less than the principal amount of the repurchase agreement plus any accrued interest. In the event of
a default by the counterparty, realization of the collateral proceeds could be delayed, during which time the
collateral value may decline. Collateral for certain tri-party repurchase agreements is held at a third-party
custodian bank in a segregated account for the benefit of the Fund.

Security transactions and related investment income. Investment security transactions are accounted for on a
trade date plus one basis for daily net asset value calculations. However, for financial reporting purposes,
investment transactions are reported on trade date. Interest income is accrued as earned. Dividend income is
recorded on the ex-date, except for dividends of foreign securities where the dividend may not be known until
after the ex-date. In those cases, dividend income, net of withholding taxes, is recorded when the Fund becomes
aware of the dividends. Foreign taxes are provided for based on the Fund’s understanding of the tax rules and
rates that exist in the foreign markets in which it invests. Gains and losses on securities sold are determined on
the basis of identified cost and may include proceeds from litigation.

Foreign taxes. The Fund may be subject to withholding tax on income or capital gains or repatriation taxes as
imposed by certain countries in which it invests. Taxes are accrued based upon net investment income, net
realized gains or net unrealized appreciation.
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Overdrafts. Pursuant to the custodian agreement, the Fund’s custodian may, in its discretion, advance funds to
the Fund to make properly authorized payments. When such payments result in an overdraft, the Fund is
obligated to repay the custodian for any overdraft, including any costs or expenses associated with the overdraft.
The custodian may have a lien, security interest or security entitlement in any Fund property that is not
otherwise segregated or pledged, to the maximum extent permitted by law, to the extent of any overdraft.

Expenses. Within the John Hancock Funds complex, expenses that are directly attributable to an individual fund
are allocated to such fund. Expenses that are not readily attributable to a specific fund are allocated among all
funds in an equitable manner, taking into consideration, among other things, the nature and type of expense and
the fund’s relative net assets. Expense estimates are accrued in the period to which they relate and adjustments
are made when actual amounts are known.

Federal income taxes. The Fund intends to continue to qualify as a regulated investment company by complying
with the applicable provisions of the Internal Revenue Code and will not be subject to federal income tax on
taxable income that is distributed to shareholders. Therefore, no federal income tax provision is required.
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Under the Regulated Investment Company Modernization Act of 2010, the Fund is permitted to carry forward
capital losses for an unlimited period. Capital losses that are carried forward will retain their character as either
short-term or long-term capital losses rather than being considered all short-term as under previous law.

For federal income tax purposes, as of October 31, 2012, the Fund has a short-term capital loss carryforward of
$7,586,903 available to offset future net realized capital gains which does not expire.

As of October 31, 2012, the Fund had no uncertain tax positions that would require financial statement
recognition, derecognition or disclosure. The Fund’s federal tax returns are subject to examination by the
Internal Revenue Service for a period of three years.

Managed distribution plan. In August 2012, the Board of Trustees amended the managed distribution plan (the
Distribution Plan). Under the amended Distribution Plan, the Fund makes quarterly distributions of an amount
equal to $0.3230 per share, based upon an annualized distribution rate of 7.25% of the Fund’s net asset value of
$17.82 on July 31, 2012. This amount will be paid quarterly until further notice. Under the prior Distribution Plan,
the Fund made quarterly distributions of an amount equal to 1.8125% of the Fund’s net asset value as of each
measuring date, based upon an annual rate of 7.25% (the amount of each quarterly distribution was determined
based on the net asset value of the Fund at the close of the NYSE on the last business day of the month ending
two months prior to each quarterly declaration date).

Distributions under the Distribution Plan may consist of net investment income, net realized capital gains and, to
the extent necessary, return of capital. Return of capital distributions may be necessary when the Fund’s net
investment income and net capital gains are insufficient to meet the minimum percentage dividend. In addition,
the Fund may also make additional distributions to avoid federal income and excise taxes.

The Board of Trustees may terminate or reduce the amount distributed under the Distribution Plan at any time.
The termination or reduction may have an adverse effect on the market price of the Fund’s shares.
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Distribution of income and gains. Distributions to shareholders from net investment income and net realized
gains, if any, are recorded on the ex-date. The Fund generally declares and pays distributions quarterly through
its managed distribution plan described above. The tax character of distributions for the year ended October 31,
2012 and the period ended October 31, 2011 was as follows:

OCTOBER 31, 2012 OCTOBER 31, 2011

Ordinary Income $1,850,217 $317,301

Tax Return of Capital $16,575,845 $4,982,535

Such distributions and distributable earnings, on a tax basis, are determined in conformity with income tax
regulations, which may differ from accounting principles generally accepted in the United States of America.
Material distributions in excess of tax basis earnings and profits, if any, are reported in the Fund’s financial
statements as a return of capital. Capital losses generated in the year ended October 31, 2011, which carried
forward to the fiscal year ended October 31, 2012, and losses realized on the put spread strategy, offset realized
capital gains and gains generated on the option writing strategy, which resulted in a tax return of capital.

Capital accounts within the financial statements are adjusted for permanent book-tax differences. These
adjustments have no impact on net assets or the results of operations. Temporary book-tax differences, if any, will
reverse in a subsequent period. Book-tax differences are primarily attributable to wash sale loss deferrals and
derivative transactions.
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New accounting pronouncement. In December 2011, the Financial Accounting Standards Board issued Accounting
Standards Update No. 2011-11 (ASU 2011-11), Disclosures about Offsetting Assets and Liabilities. The update
creates new disclosure requirements requiring entities to disclose both gross and net information for derivatives
and other financial instruments that are either offset in the Statement of assets and liabilities or subject to an
enforceable master netting arrangement or similar agreement. The disclosure requirements are effective for
annual reporting periods beginning on or after January 1, 2013 and interim periods within those annual periods.
ASU 2011-11 may result in additional disclosure relating to the presentation of derivatives and certain other
financial instruments.

Note 3 — Derivative instruments

The Fund invests in derivatives in order to meet its investment objective. The use of derivatives may involve risks
different from, or potentially greater than, the risks associated with investing directly in securities. Specifically,
the Fund is exposed to the risk that the counterparty to an over-the-counter (OTC) derivatives contract will be
unable or unwilling to make timely settlement payments or otherwise honor its obligations. OTC derivatives
transactions typically can only be closed out with the other party to the transaction. If the counterparty defaults,
the Fund will have contractual remedies, but there is no assurance that the counterparty will meet its contractual
obligations or that the Fund will succeed in enforcing them.

Options. There are two types of options, a put option and a call option. Options are traded either over-the-counter
or on an exchange. A call option gives the purchaser of the option the right to buy (and the seller the obligation to
sell) the underlying instrument at the exercise price. A put option gives the purchaser of the option the right to
sell (and the writer the obligation to buy) the underlying instrument at the exercise price. Writing puts and
buying calls may increase the Fund’s exposure to changes in the value of the underlying instrument. Buying puts
and writing calls may decrease the Fund’s exposure to such changes. Risks related to the use of options include
the loss of the premium, possible illiquidity of the options markets, trading restrictions imposed by an exchange
and movements in underlying security values, and for written options, potential losses in excess of the amounts
recognized on the Statement of assets and liabilities.
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When the Fund purchases an option, the premium paid by the Fund is included in the portfolio of investments and
subsequently “marked-to-market” to reflect current market value. If the purchased option expires, the Fund
realizes a loss equal to the cost of the option. If the Fund exercises a call option, the cost of the securities
acquired by exercising the call is increased by the premium paid to buy the call. If the Fund exercises a put
option, it realizes a gain or loss from the sale of the underlying security and the proceeds from such sale are
decreased by the premium paid. If the Fund enters into a closing sale transaction, the Fund realizes a gain or
loss, depending on whether proceeds from the closing sale are greater or less than the original cost. When the
Fund writes an option, the premium received is included as a liability and subsequently “marked-to-market” to
reflect current market value of the option written. Premiums received from writing options that expire
unexercised are recorded as realized gains. Premiums received from writing options which are exercised or are
closed are added to or offset against the proceeds or amount paid on the transaction to determine the realized
gain or loss. If a put option on a security is exercised, the premium received reduces the cost basis of the
securities purchased by the Fund.

During the year ended October 31, 2012, the Fund used purchased options to hedge against changes in securities
markets. During the year ended October 31, 2012, the Fund held purchased options with market values ranging
from $6.7 million to $16.4 million as measured at each quarter end.

During the year ended October 31, 2012, the Fund wrote option contracts to generate earnings from option
premiums and to attempt to reduce overall volatility. The following tables summarize the Fund’s written options
activities during the year ended October 31, 2012 and the contracts held at October 31, 2012.

NUMBER OF PREMIUMS

CONTRACTS RECEIVED (PAID)
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Outstanding, beginning of period 3,050 $9,440,111

Options written 19,000 32,356,152

Options closed (19,250) (29,521,247)

Options exercised — —

Options expired — —

Outstanding, end of period 2,800 $12,275,016

EXERCISE EXPIRATION NUMBER OF

OPTIONS PRICE DATE CONTRACTS PREMIUM VALUE

CALLS

S&P 500 Index $1,450 Nov 2012 450 $544,037 ($189,000)

S&P 500 Index 1,465 Nov 2012 450 526,725 (94,500)

Total 900 $1,070,762 ($283,500)

PUTS

S&P 500 Index $1,150 Jun 2013 1,900 $11,204,254 ($4,398,500)

Total 1,900 $11,204,254 ($4,398,500)

Fair value of derivative instruments by risk category

The table below summarizes the fair value of derivatives held by the Fund at October 31, 2012 by risk category:

LIABILITY

STATEMENT OF ASSETS FINANCIAL INSTRUMENTS ASSET DERIVATIVES DERIVATIVES

RISK AND LIABILITIES LOCATION LOCATION FAIR VALUE FAIR VALUE

Equity contracts Investments, at value* Purchased options* $8,550,000 —

Written options, at value Written options — $4,682,000

$8,550,000 $4,682,000

* Purchased options are included in the Fund’s investments.
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Effect of derivative instruments on the Statement of operations
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The table below summarizes the net realized gain (loss) included in the net increase (decrease) in net assets from
operations, classified by derivative instrument and risk category, for the year ended October 31, 2012:

STATEMENT OF INVESTMENTS

RISK OPERATIONS LOCATION (PURCHASED OPTIONS) WRITTEN OPTIONS

Equity contracts Net realized gain (loss) ($11,351,788) $7,801,413

The table below summarizes the net change in unrealized appreciation (depreciation) included in the net increase
(decrease) in net assets from operations, classified by derivative instrument and risk category, for the year ended
October 31, 2012:

STATEMENT OF INVESTMENTS

RISK OPERATIONS LOCATION (PURCHASED OPTIONS) WRITTEN OPTIONS

Equity contracts Change in net unrealized ($11,720,519) $11,041,405

appreciation (depreciation)

Note 4 — Guarantees and indemnifications

Under the Fund’s organizational documents, its Officers and Trustees are indemnified against certain liabilities
arising out of the performance of their duties to the Fund. Additionally, in the normal course of business, the
Fund enters into contracts with service providers that contain general indemnification clauses. The Fund’s
maximum exposure under these arrangements is unknown, as this would involve future claims that may be made
against the Fund that have not yet occurred. The risk of material loss from such claims is considered remote.

Note 5 — Fees and transactions with affiliates

John Hancock Advisers, LLC (the Adviser) serves as investment adviser for the Fund. The Adviser is an indirect,
wholly owned subsidiary of Manulife Financial Corporation.

Management fee. The Fund has an investment management agreement with the Adviser under which the Fund
pays a daily management fee to the Adviser equivalent, on an annual basis, to 1.00% of the Fund’s average daily
gross assets. The Adviser has a subadvisory agreement with Wellington Management Company, LLP. The Fund is
not responsible for payment of the subadvisory fees.

Accounting and legal services. Pursuant to a service agreement, the Fund reimburses the Adviser for all expenses
associated with providing the administrative, financial, legal, accounting and recordkeeping services to the Fund,
including the preparation of all tax returns, periodic reports to shareholders and regulatory reports, among other
services. These accounting and legal services fees incurred for the year ended October 31, 2012 amounted to an
annual rate of 0.02% of the Fund’s average daily net assets.

Trustee expenses. The Fund compensates each Trustee who is not an employee of the Adviser or its affiliates. The
John Hancock Group of Funds Deferred Compensation Plan (the Plan) was in effect on October 31, 2012 but since
then has been terminated. Under the Plan, deferred amounts were invested in various John Hancock funds. The
investment of deferred amounts and the offsetting liability are included within Other receivables and prepaid
expenses and Payable to affiliates — Trustees’ fees, respectively, in the accompanying Statement of assets and
liabilities.
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Note 6 — Fund share transactions

On May 26, 2011, the Fund completed its initial public offering of 14,015,000 common shares, and on July 13,
2011, completed a supplemental offering of 600,000 common shares, each at an offering price of $20.00 per
share. Underwriting commissions of $0.90 per share, or $13,153,500, were paid to brokers in connection with
these public offerings. Prior to the public offerings, the Fund was seeded with initial capital of $100,000 in return
for 5,236 shares. Offering costs of approximately $1,103,000 were absorbed by the Adviser.

On December 6, 2011, the Board of Trustees approved a share repurchase plan (the Repurchase Plan). Under the
Repurchase Plan, the Fund may purchase, in the open market, up to 10% of its outstanding common shares
between January 1, 2012 and December 31, 2012 (based on common shares outstanding as of December 31,
2011). During the year ended October 31, 2012, the Fund repurchased 4.69% of shares outstanding under the
Repurchase Plan. The weighted average discount per share on these repurchases amounted to 10.66% for the
year ended October 31, 2012. Shares repurchased and corresponding dollar amounts are included in the
Statement of changes in net assets. The anti-dilutive impact of these share repurchases is included on the
Financial highlights. On December 12, 2012, the Board renewed the share repurchase plan. As renewed, the
Fund may purchase in the open market, between January 1, 2013 and December 31, 2013, up to an additional
10% of its outstanding common shares (based on common shares outstanding as of December 31, 2012).

Note 7 — Purchase and sale of securities

Purchases and sales of securities, other than short-term securities, aggregated $183,038,724 and $209,121,311,
respectively, for the year ended October 31, 2012.

Note 8 — Subsequent event

On December 12, 2012, The Board of Trustees voted to change the Fund’s fiscal year end from October 31 to
December 31.
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Auditor’s report
Report of Independent Registered Public Accounting Firm

To the Board of Trustees and Shareholders of
John Hancock Hedged Equity & Income Fund:

In our opinion, the accompanying statement of assets and liabilities, including the portfolio of investments, and
the related statements of operations and of changes in net assets and the financial highlights present fairly, in all
material respects, the financial position of John Hancock Hedged Equity & Income Fund (the “Fund”) at October
31, 2012, the results of its operations, the changes in its net assets and the financial highlights for each of the
periods indicated, in conformity with accounting principles generally accepted in the United States of America.
These financial statements and financial highlights (hereafter referred to as “financial statements”) are the
responsibility of the Fund’s management; our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these financial statements in accordance with the standards of
the Public Company Accounting Oversight Board (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 includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by
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management, and evaluating the overall financial statement presentation. We believe that our audits, which
included confirmation of securities at October 31, 2012 by correspondence with the custodian, brokers, and the
application of alternative auditing procedures where securities purchased confirmations had not been received,
provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
Boston, Massachusetts
December 21, 2012
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Tax information
Unaudited

For federal income tax purposes, the following information is furnished with respect to the distributions of the
Fund, if any, paid during its taxable year ended October 31, 2012.

The Fund reports the maximum amount allowable of its net taxable income as eligible for the corporate
dividends-received deduction.

The Fund reports the maximum amount allowable of its net taxable income as qualified dividend income as
provided in the Jobs and Growth Tax Relief Reconciliation Act of 2003.

Eligible shareholders will be mailed a 2012 Form 1099-DIV in early 2013. This will reflect the tax character of all
distributions paid in calendar year 2012.

In prior years, certain dividends paid by the Fund were generally taxed to individuals at a rate of 15%. For tax
years beginning after December 31, 2012, such favorable treatment of dividend income is scheduled to expire as
are certain other favorable tax provisions. As a result, absent congressional action, the maximum tax rate on
dividend income will increase from 15% to 39.6%. Congress is considering various tax law changes that could
alter these changes in tax rates or that could otherwise affect the Fund or its shareholders.
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Additional information
Unaudited

Investment objective and policy

The Fund is a diversified, closed-end management investment company, common shares of which were initially
offered to the public on May 26, 2011 and are publicly traded on the NYSE. The Fund’s investment objective is to
provide total return with a focus on current income and gains and also consisting of long-term capital
appreciation. The Fund uses an equity strategy (the “equity strategy”) and an actively managed option overlay
strategy (the “option overlay strategy”) to pursue its investment objective. The equity strategy seeks to provide
broad-based exposure to equity markets, while emphasizing downside equity market protection. The goal of the
equity strategy is to participate in and capture the broader equity market returns in rising market conditions,
while seeking to limit losses relative to the broader equity markets in declining market circumstances through an
effective combination of equity investment strategies. The option overlay strategy pursues two goals: (i) to
generate earnings for current distribution from option premiums; and (ii) downside equity market protection
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(through the use of U.S. equity index puts).

Dividends and distributions

During the year ended October 31, 2012, dividends from net investment income totaling $0.1294 per share and a
tax return of capital totaling $1.1589 per share were paid to shareholders. The date of payment and the amount
per share are as follows:

PAYMENT DATE DISTRIBUTIONS

December 30, 2011 $0.3079

March 30, 2012 $0.3237

June 29, 2012 $0.3337

September 28, 2012 $0.3230

Total $1.2883

Dividend reinvestment plan

The Fund’s Dividend Reinvestment Plan (the Plan) provides that distributions of dividends and capital gains are
automatically reinvested in common shares of the Fund by Computershare Trust Company, N.A. (formerly known
as The Bank of New York Mellon) (the Plan Agent). Every shareholder holding at least one full share of the Fund
will be automatically enrolled in the Plan. Shareholders may withdraw from the Plan at any time and
shareholders who do not participate in the Plan will receive all distributions in cash.

If the Fund declares a dividend or distribution payable either in cash or in common shares of the Fund and the
market price of shares on the payment date for the distribution or dividend equals or exceeds the Fund’s net
asset value per share (NAV), the Fund will issue common shares to participants at a value equal to the higher of
NAV or 95% of the market price. The number of additional shares to be credited to each participant’s account will
be determined by dividing the dollar amount of the distribution or dividend by the higher of NAV or 95% of the
market price. If the market price is lower than NAV, or if dividends or distributions are payable only in cash, then
participants will receive shares purchased by the Plan Agent on participants’ behalf on the New York Stock
Exchange (the NYSE) or otherwise on the open market. If the market price exceeds NAV before the Plan Agent
has completed its purchases, the average per share purchase price may exceed NAV, resulting in fewer shares
being acquired than if the Fund had issued new shares.
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There are no brokerage charges with respect to common shares issued directly by the Fund. However, whenever
shares are purchased or sold on the NYSE or otherwise on the open market, each participant will pay a pro rata
portion of brokerage trading fees, currently $0.05 per share purchased or sold. Brokerage trading fees will be
deducted from amounts to be invested.

The reinvestment of dividends and net capital gains distributions does not relieve participants of any income tax
that may be payable on such dividends or distributions.

Shareholders participating in the Plan may buy additional shares of the Fund through the Plan at any time in
amounts of at least $50 per investment, up to a maximum of $10,000, with a total calendar year limit of $100,000.
Shareholders will be charged a $5 transaction fee plus $0.05 per share brokerage trading fee for each order.
Purchases of additional shares of the Fund will be made on the open market. Shareholders who elect to utilize
monthly electronic fund transfers to buy additional shares of the Fund will be charged a $2 transaction fee plus
$0.05 per share brokerage trading fee for each automatic purchase. Shareholders can also sell Fund shares held
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in the Plan account at any time by contacting the Plan Agent by telephone, in writing or by visiting the Plan
Agent’s Web site at www.computershare.com and clicking on EquityAccess & More. The Plan Agent will mail a
check to you (less applicable brokerage trading fees) on settlement date, which is three business days after your
shares have been sold. If you choose to sell your shares through your stockbroker, you will need to request that
the Plan Agent electronically transfer your shares to your stockbroker through the Direct Registration System.

Shareholders participating in the Plan may withdraw from the Plan at any time by contacting the Plan Agent by
telephone, in writing or by visiting the Plan Agent’s Web site at www.computershare.com and clicking on
EquityAccess & More. Such termination will be effective immediately if the notice is received by the Plan Agent
prior to any dividend or distribution record date; otherwise, such termination will be effective on the first trading
day after the payment date for such dividend or distribution, with respect to any subsequent dividend or
distribution. If you withdraw, your shares will be credited to your account; or, if you wish, the Plan Agent will sell
your full and fractional shares and send you the proceeds, less a transaction fee of $5.00 and less brokerage
trading fees of $0.05 per share. If a shareholder does not maintain at least one whole share of common stock in
the Plan account, the Plan Agent may terminate such shareholder’s participation in the Plan after written notice.
Upon termination, shareholders will be sent a check for the cash value of any fractional share in the Plan
account, less any applicable broker commissions and taxes.

Shareholders who hold at least one full share of the Fund may join the Plan by notifying the Plan Agent by
telephone, in writing or by visiting the Plan Agent’s Web site at www.computershare.com and clicking on
EquityAccess & More. If received in proper form by the Plan Agent before the record date of a dividend, the
election will be effective with respect to all dividends paid after such record date. If you wish to participate in the
Plan and your shares are held in the name of a brokerage firm, bank or other nominee, please contact your
nominee to see if it will participate in the Plan for you. If you wish to participate in the Plan, but your brokerage
firm, bank or other nominee is unable to participate on your behalf, you will need to request that your shares be
re-registered in your own name, or you will not be able to participate. The Plan Agent will administer the Plan on
the basis of the number of shares certified from time to time by you as representing the total amount registered
in your name and held for your account by your nominee.

Experience under the Plan may indicate that changes are desirable. Accordingly, the Fund and the Plan Agent
reserve the right to amend or terminate the Plan. Participants generally will receive written notice at least 90
days before the effective date of any amendment. In the case of termination, participants will receive written
notice at least 90 days before the record date for the payment of any dividend or distribution by the Fund.
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All correspondence or requests for additional information about the Plan should be directed to Computershare
Trust Company, N.A., at the address stated below or by calling 1-800-852-0218, 1-201-680-6578 (For
International Telephone Inquiries) and 1-201-680-6610 (For the Hearing Impaired (TDD)).

Shareholder communication and assistance

If you have any questions concerning the Fund, we will be pleased to assist you. If you hold shares in your own
name and not with a brokerage firm, please address all notices, correspondence, questions or other
communications regarding the Fund to the transfer agent at:

Computershare Trust Company, N.A.
Newport Office Center VII
480 Washington Boulevard
Jersey City, NJ 07310–1900
Telephone: 1-800-852-0218

If your shares are held with a brokerage firm, you should contact that firm, bank or other nominee for assistance.

Shareholder meeting
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The Fund held its Annual Meeting of Shareholders on November 9, 2012. The following proposal was considered
by the shareholders:

Proposal: Election of thirteen (13) Trustees to serve until the expiration of their respective terms as shown
below. Each nominee was elected by the Fund’s shareholders and the votes cast with respect to each Trustee are
set forth below.

For a Term to Expire in 2016:
TOTAL VOTES TOTAL VOTES WITHHELD

FOR THE NOMINEE FROM THE NOMINEE

Independent Trustees
Deborah C. Jackson 12,074,033 336,633
James M. Oates 12,114,373 296,293
Steven R. Pruchansky 12,098,086 312,580
Non-Independent Trustee
Craig Bromley 12,101,057 309,609

For a Term to Expire in 2015:
TOTAL VOTES TOTAL VOTES WITHHELD

FOR THE NOMINEE FROM THE NOMINEE

Independent Trustees
Charles L. Bardelis 12,110,622 300,044
Peter S. Burgess 12,115,000 295,666
Theron S. Hoffman 12,116,740 293,926
Non-Independent Trustee
Warren A. Thomson 12,103,958 306,708
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For a Term to Expire in 2014:
TOTAL VOTES TOTAL VOTES WITHHELD

FOR THE NOMINEE FROM THE NOMINEE

Independent Trustees
William H. Cunningham 12,071,216 339,450
Grace K. Fey 12,115,355 295,311
Hassell H. McClellan 12,070,207 340,459
Gregory A. Russo 12,083,880 326,786
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Non-Independent Trustee
James R. Boyle 12,114,968 295,698
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Board Consideration of and Continuation of Investment Advisory Agreement and Subadvisory
Agreement

The Board of Trustees (the Board, the members of which are referred to as Trustees) of John Hancock Hedged
Equity & Income Fund (the Fund) met in-person on May 6–8 and June 3–5, 2012 to consider the approval of the
Fund’s investment advisory agreement (the Advisory Agreement) with John Hancock Advisers, LLC (the Adviser),
the Fund’s investment adviser. The Board also considered the approval of the investment subadvisory agreement
(the Subadvisory Agreement) between the Adviser and Wellington Management Company, LLP (the Subadviser)
with respect to the Fund. The Advisory Agreement and the Subadvisory Agreement are referred to as the
Agreements.

Activities and composition of the Board

On June 3–5, 2012, the Board consisted of nine individuals, seven of whom were Independent Trustees.
Independent Trustees are generally those individuals who are not employed by or have any significant business
or professional relationship with the Adviser or the Subadviser. The Trustees are responsible for the oversight of
operations of the Fund and perform various duties required of directors of investment companies by the
Investment Company Act of 1940, as amended (the 1940 Act). The Independent Trustees have independent legal
counsel to assist them in connection with their duties. The Board has appointed an Independent Trustee as
Chairman. On June 3–5, 2012, the Board had four standing committees that were composed entirely of
Independent Trustees: the Audit Committee; the Compliance Committee; the Nominating, Governance and
Administration Committee; and the Contracts & Operations Committee. Additionally, on June 3–5, 2012,
Investment Performance Committee A was a standing committee of the Board composed of Independent Trustees
and one Trustee who is affiliated with the Adviser. Investment Performance Committee A was responsible for
overseeing and monitoring matters relating to the investment performance of the Fund. The Board also
designated an Independent Trustee as Vice Chairman to serve in the absence of the Chairman. The Board also
designates working groups or ad hoc committees as it deems appropriate.

The approval process

Under the 1940 Act, the Board is required to consider the continuation of the Agreements each year. Throughout
the year, the Board, acting directly and through its committees, regularly reviews and assesses the quality of the
services that the Fund receives under these Agreements. The Board reviews reports of the Adviser at least
quarterly, which include Fund performance reports and compliance reports. In addition, the Board meets with
portfolio managers and senior investment officers at various times throughout the year. The Board considers at
each of its meetings factors that are relevant to its annual consideration of the renewal of the Agreements,
including the services and support provided by the Adviser and Subadviser to the Fund and its shareholders.

Prior to the May 6–8, 2012 meeting, the Board requested and received materials specifically relating to the
Agreements. The materials provided in connection with the May meeting included information compiled and
prepared by Lipper, a Thomson Reuters company (Lipper), on Fund fees and expenses, the investment
performance of the Fund and other matters including the prices at which Fund shares have traded. This Fund
information is assembled in a format that permits comparison with similar information from a Category and a
subset of the Category referred to as the Expense Group, each as determined by Lipper, and with the Fund’s
benchmark index. The Category includes all funds that invest similarly to the way the Fund invests. The Expense
Group represents funds of similar size, excluding passively managed funds and funds-of-funds. The Fund’s
benchmark index is an unmanaged index of securities that is provided as a basis for comparison with the Fund’s
performance. Other material provided for the Fund review included (a) information on the profitability of the
Agreements to the Adviser and a discussion of any additional benefits to the Adviser or Subadviser or their
affiliates that result from being the Adviser or Subadviser to the Fund; (b) a general analysis provided by the
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Adviser and the Subadviser concerning investment
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advisory fees charged to other clients, such as institutional clients and other investment companies, having
similar investment mandates, as well as the performance of those other clients and a comparison of the services
provided to those other clients and the services provided to the Fund; (c) the impact of economies of scale; and
(d) a summary of aggregate amounts paid by the Fund to the Adviser.

At an in-person meeting held on May 6–8, 2012, the Board reviewed materials relevant to its consideration of the
Agreements. As a result of the discussions that occurred during the May 6–8, 2012 meeting, the Board asked the
Adviser for additional information on certain matters. The Adviser provided the additional information and the
Board also considered this information as part of its consideration of the Agreements.

At an in-person meeting held on June 3–5, 2012, the Board, including the Independent Trustees, formally
considered the continuation of the Advisory Agreement and the Subadvisory Agreement, each for an additional
one-year term. The Board considered what it believed were key relevant factors that are described under
separate headings presented below.

The Board also considered other matters important to the approval process, such as services related to the
valuation and pricing of Fund portfolio holdings. Other important matters considered by the Board were the
direct and indirect benefits to the Adviser, the Subadviser and their affiliates from their relationship with the
Fund and advice from independent legal counsel with respect to the review process and materials submitted for
the Board’s review.

Nature, extent and quality of services

The Board reviewed the nature, extent and quality of services provided by the Adviser and the Subadviser,
including the investment advisory services and the resulting performance of the Fund.

The Board considered the ability of the Adviser and the Subadviser, based on their resources, reputation and
other attributes, to attract and retain qualified investment professionals, including research, advisory and
supervisory personnel. It considered the background and experience of senior management and investment
professionals responsible for managing the Fund. The Board considered the investment philosophy, research and
investment decision-making processes of the Subadviser responsible for the daily investment activities of the
Fund, including, among other things, portfolio trading capabilities, use of technology, commitment to compliance
and approach to training and retaining portfolio managers and other research, advisory and management
personnel.

The Board considered the Subadviser’s history and experience providing investment services to the Fund. The
Board considered the Adviser’s investment manager analytical capabilities, market and economic knowledge and
execution of its Subadviser oversight responsibilities. The Board further considered the culture of compliance,
resources dedicated to compliance, compliance programs, record of compliance with applicable laws and
regulations, with the Fund’s investment policies and restrictions and with the applicable Code of Ethics, and the
responsibilities of the Adviser’s and Subadviser’s compliance departments.

In addition to advisory services, the Board considered the quality of the administrative services provided to the
Fund by the Adviser under a separate agreement. The Board noted that the Adviser and its affiliates provide the
Fund with certain administrative services (in addition to any such services provided to the Fund by third parties)
and officers and other personnel as are necessary for the operations of the Fund. The Board reviewed the
structure and duties of the Adviser’s administration, accounting, legal and compliance departments and
considered the Adviser’s and its affiliate’s policies and procedures for assuring compliance with applicable laws
and regulations.
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The Board also received information about the nature, extent and quality of services provided by and fee rates
charged by the Adviser and Subadviser to their other clients, including other registered investment companies,
institutional investors and separate accounts. The Board reviewed a general analysis provided by the Adviser and
the Subadviser concerning investment advisory fees charged to other clients having similar investment mandates,
the services provided to those other clients as compared to the services provided to the Fund, the performance of
those other clients as compared to the performance by the Fund and other factors relating to those other clients.
The Board considered the significant differences between the Adviser’s and Subadviser’s services to the Fund
and the services they provide to other clients. For other clients that are not closed-end funds, the differences in
services relate to the more burdensome regulatory and legal obligations of closed-end funds, the enhanced
management and oversight arising from the public trading of Fund shares on an exchange and the potentially
higher turnover of closed-end fund portfolio holdings. When compared to all clients including mutual funds, the
Adviser has greater oversight and supervisory responsibility for the Fund and undertakes greater entrepreneurial
risk as the sponsor of the Fund.

Fund performance

The Board was provided with reports, independently prepared by Lipper, which included a comprehensive
analysis of the Fund’s performance. The Board also examined materials discussing Fund performance and the
Fund’s investment objective, strategies and outlook. The Board also reviewed a narrative and statistical analysis
of the Lipper data that was prepared by the Adviser, which analyzed various factors that may affect the Lipper
rankings. The Board reviewed information regarding the investment performance of the Fund as compared to its
Lipper Category as well as its benchmark index (see chart below). The Board was provided with a description of
the methodology used by Lipper to select the funds in the Category. The Board also considered updated
performance information provided by the Adviser at its May and June 2012 meetings. The Board regularly
reviews the performance of the Fund throughout the year and attaches more importance to performance over
relatively longer periods of time, typically three to five years.

Set forth below is the performance of the Fund (based on net asset value (NAV) and market value (Market)) over
a certain time period ended December 31, 2011 and that of its Category average and benchmark index over the
same period:

SINCE INCEPTION

(5-26-11)

Hedged Equity & Income Fund (NAV) –7.01%

Options Arbitrage/Options Strategy Cat. Average (NAV) –5.75%

Russell 3000 TR Index –6.72%

Hedged Equity & Income Fund (Market) –23.80%

Options Arbitrage/Options Strategy Cat. Average (Market) –12.64%

The Board noted that the Fund at NAV underperformed its Category’s average NAV performance and its
benchmark index’s performance since inception.

Expenses and fees

The Board, including the Independent Trustees, reviewed the Fund’s contractual advisory fee rate payable by the
Fund to the Adviser as compared with the other funds in its Expense Group. The Board also received information
about the investment subadvisory fee rate payable by the Adviser to the Subadviser for investment subadvisory
services. The Board considered the services provided and the fees charged by the Adviser and the Subadviser to
other clients with similar investment mandates, including other registered investment companies, institutional
investors and separate accounts.
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In addition, the Board considered the cost of the services provided to the Fund by the Adviser. The Board
received and considered expense information regarding the Fund’s various components, including advisory fees
and fees other than advisory and distribution fees, including transfer agent fees, custodian fees, administration
fees and other miscellaneous fees (e.g., fees for accounting and legal services). The Board considered
comparisons of these expenses to the Expense Group median. The Board also considered expense information
regarding the Fund’s total operating expense ratio (Gross Expense Ratio) and total operating expense ratio after
taking any fee limitation arrangement by the Adviser into account (Net Expense Ratio). The Board considered
information comparing the Gross Expense Ratio and Net Expense Ratio of the Fund to that of the Expense Group
median.

The Board noted that the Fund’s advisory fee ratio was the same as the Expense Group median advisory fee ratio.
The Board noted the following information about the Fund’s Gross and Net Expense Ratios contained in the
Fund’s 2011 financial statements in relation with the Fund’s Expense Group median provided by Lipper in April
2012:

FUND EXPENSE GROUP MEDIAN

Advisory Fee Ratio 1.00% 1.00%

Gross Expense Ratio 1.15% 1.15%

Net Expense Ratio 1.15% 1.15%

The Board received and reviewed statements relating to the Adviser’s financial condition and was also provided
with a profitability analysis that detailed the revenues earned and the expenses incurred by the Adviser for
services under the Advisory Agreement, as well as from other relationships between the Fund and the Adviser
and its affiliates. The Board reviewed the Adviser’s profitability with respect to the Fund and other funds the
Board currently oversees for the year ended December 31, 2011 compared to available aggregate profitability
data provided for the year ended December 31, 2010. The Board reviewed the Adviser’s profitability with respect
to other fund complexes managed by the Adviser and/or its affiliates. The Board reviewed the Adviser’s
assumptions and methodology of allocating expenses in the profitability analysis, noting the inherent limitations
in allocating costs among various advisory products.

The Board also considered a comparison of the Adviser’s profitability to that of a limited number of other
investment advisers whose profitability information is publicly available. The Board recognized that profitability
may be affected by numerous factors including, among other things, fee waivers and expense reimbursements by
the Adviser, the types of funds managed, expense allocations and business mix, and therefore comparability of
profitability is limited.

The Board did not consider profitability information with respect to the Subadviser, which is not affiliated with
the Adviser. The Board considered that the subadvisory fee under the Subadvisory Agreement had been
negotiated by the Adviser and the Subadviser on an arm’s-length basis. For this reason, the Subadviser’s separate
profitability from its relationship with the Fund was not a factor in determining whether to renew the
Subadvisory Agreement. In evaluating overall fees for investment management, the Board recognized the
inherently higher cost structure of subadvised funds.

Economies of scale

The Board, including the Independent Trustees, considered the extent to which economies of scale might be
realized as the assets of the Fund increase but recognized that there is limited ability to grow assets for a
closed-end fund. Possible changes in the advisory fee rate or structure in order to enable the Fund to participate
in these economies of scale (e.g., through the use of breakpoints in the advisory fee at higher asset levels) are
periodically discussed. The Board also considered the Adviser’s overall operations and its ongoing investment in
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its business in order to expand the scale of, and improve the quality of, its operations that benefit the Fund.
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The Board recognized the inherent limitations of any analysis of economies of scale, stemming largely from the
Board’s understanding that most of the Adviser’s costs are not specific to individual funds, but rather are
incurred across a variety of products and services.

Other benefits to the Adviser and the Subadviser

The Board understands that the Adviser, the Subadviser or their affiliates may derive other ancillary benefits
from their relationship with the Fund, both tangible and intangible, such as their ability to leverage investment
professionals who manage other portfolios, an increase in their profile in the investment advisory community and
the engagement of their affiliates and/or significant shareholders as service providers to the Fund, including for
administrative and distribution services. The Board believes that certain of these benefits are difficult to quantify.
The Board also was informed that the Subadviser may use third-party research obtained by soft dollars generated
by certain mutual fund transactions to assist itself in managing all or a number of its other client accounts.

Board determination

The Board unanimously approved the continuation of the Advisory Agreement and the Subadvisory Agreement
each for an additional one-year term. Based upon its evaluation of relevant factors in their totality, the Board was
satisfied that the terms of the Agreements, including the advisory and subadvisory fee rates, were fair and
reasonable and in the best interest of the Fund and its shareholders. In arriving at its decision to approve the
Agreements, the Board did not identify any single factor or any group of factors as all-important or controlling,
but considered all factors together. Different Trustees may have attributed different weights to the various
factors considered. The Independent Trustees were also assisted by independent legal counsel in making this
determination. The Trustees’ conclusions may be based in part on their consideration of these arrangements in
prior years and on their ongoing regular review of Fund performance and operations throughout the year.
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Trustees and Officers
This chart provides information about the Trustees and Officers who oversee your John Hancock fund as of
December 1, 2012. Officers elected by the Trustees manage the day-to-day operations of the Portfolio and execute
policies formulated by the Trustees.

Independent Trustees

Name, Year of Birth Trustee Number of

Position(s) held with Fund of the John Hancock

Principal occupation(s) and other Trust funds overseen

directorships during past 5 years since1 by Trustee

James M. Oates,2 Born: 1946 2012 240
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Managing Director, Wydown Group (financial consulting firm) (since 1994); Chairman and Director,

Emerson Investment Management, Inc. (since 2000); Independent Chairman, Hudson Castle Group, Inc.

(formerly IBEX Capital Markets, Inc.) (financial services company) (1997–2011); Director, Stifel Financial

(since 1996); Director, Investor Financial Services Corporation (1995–2007); Director, Connecticut River

Bancorp (since 1998); Director, Virtus Funds (formerly Phoenix Mutual Funds) (since 1988). Trustee

and Chairman of the Board, John Hancock retail funds (since 2012); Trustee, John Hancock Funds III

(2005–2006); Trustee (since 2004) and Chairman of the Board (since 2005), John Hancock Variable

Insurance Trust; Trustee and Chairman of the Board (since 2005), John Hancock Funds II.

Charles L. Bardelis,2,3 Born: 1941 2012 240

Director, Island Commuter Corp. (marine transport). Trustee, John Hancock retail funds (since 2012);

Trustee, John Hancock Funds III (2005–2006); Trustee, John Hancock Variable Insurance Trust (since

1988); Trustee, John Hancock Funds II (since 2005).

Peter S. Burgess,2,3 Born: 1942 2012 240

Consultant (financial, accounting and auditing matters) (since 1999); Certified Public Accountant;

Partner, Arthur Andersen (independent public accounting firm) (prior to 1999); Director, Lincoln

Educational Services Corporation (since 2004); Director, Symetra Financial Corporation (since 2010);

former Director, PMA Capital Corporation (2004–2010). Trustee, John Hancock retail funds (since 2012);

Trustee, John Hancock Funds III (2005–2006); Trustee, John Hancock Variable Insurance Trust and

John Hancock Funds II (since 2005).

William H. Cunningham, Born: 1944 2011 240

Professor, University of Texas, Austin, Texas (since 1971); former Chancellor, University of Texas

System and former President of the University of Texas, Austin, Texas; Director, LIN Television (since

2009); Chairman (since 2009) and Director (since 2006), Lincoln National Corporation (insurance);

Director, Resolute Energy Corporation (since 2009); Director, Southwest Airlines (since 2000);

former Director, Introgen (manufacturer of biopharmaceuticals) (until 2008); former Director, Hicks

Acquisition Company I, Inc. (until 2007); former Advisory Director, JP Morgan Chase Bank (formerly

Texas Commerce Bank–Austin) (until 2009). Trustee, John Hancock retail funds (since 1986); Trustee,

John Hancock Variable Insurance Trust (since 2012); Trustee, John Hancock Funds II (since 2012

and 2005–2006).

Grace K. Fey,2 Born: 1946 2012 240

Chief Executive Officer, Grace Fey Advisors (since 2007); Director and Executive Vice President,

Frontier Capital Management Company (1988–2007); Director, Fiduciary Trust (since 2009).

Trustee, John Hancock retail funds (since 2012); Trustee, John Hancock Variable Insurance Trust and
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John Hancock Funds II (since 2008).
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Independent Trustees (continued)

Name, Year of Birth Trustee Number of

Position(s) held with Fund of the John Hancock

Principal occupation(s) and other Trust funds overseen

directorships during past 5 years since1 by Trustee

Theron S. Hoffman,2,3 Born: 1947 2012 240

Chief Executive Officer, T. Hoffman Associates, LLC (consulting firm) (since 2003); Director, The Todd

Organization (consulting firm) (2003–2010); President, Westport Resources Management (investment

management consulting firm) (2006–2008); Senior Managing Director, Partner and Operating Head,

Putnam Investments (2000–2003); Executive Vice President, The Thomson Corp. (financial and

legal information publishing) (1997–2000). Trustee, John Hancock retail funds (since 2012); Trustee,

John Hancock Variable Insurance Trust and John Hancock Funds II (since 2008).

Deborah C. Jackson, Born: 1952 2011 240

President, Cambridge College, Cambridge, Massachusetts (since 2011); Chief Executive Officer,

American Red Cross of Massachusetts Bay (2002–2011); Board of Directors of Eastern Bank Corporation

(since 2001); Board of Directors of Eastern Bank Charitable Foundation (since 2001); Board of Directors

of American Student Assistance Corporation (1996–2009); Board of Directors of Boston Stock Exchange

(2002–2008); Board of Directors of Harvard Pilgrim Healthcare (health benefits company) (2007–2011).

Trustee, John Hancock retail funds (since 2008); Trustee of John Hancock Variable Insurance Trust and

John Hancock Funds II (since 2012).

Hassell H. McClellan,2 Born: 1945 2012 240

Associate Professor, The Wallace E. Carroll School of Management, Boston College (since 1984);

Trustee, Virtus Variable Insurance Trust (formerly Phoenix Edge Series Funds) (since 2008); Director,

The Barnes Group (since 2010). Trustee, John Hancock retail funds (since 2012); Trustee, John Hancock

Funds III (2005–2006); Trustee, John Hancock Variable Insurance Trust and John Hancock Funds II

(since 2005).

Steven R. Pruchansky, Born: 1944 2011 240
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Chairman and Chief Executive Officer, Greenscapes of Southwest Florida, Inc. (since 2000); Director

and President, Greenscapes of Southwest Florida, Inc. (until 2000); Member, Board of Advisors, First

American Bank (until 2010); Managing Director, Jon James, LLC (real estate) (since 2000); Director,

First Signature Bank & Trust Company (until 1991); Director, Mast Realty Trust (until 1994); President,

Maxwell Building Corp. (until 1991). Trustee (since 1992) and Chairman of the Board (2011–2012),

John Hancock retail funds; Trustee, John Hancock Variable Insurance Trust and John Hancock Funds II

(since 2012).

Gregory A. Russo, Born: 1949 2011 240

Director and Audit Committee Chairman (since 2012) and Member, Audit Committee and Finance

Committee (since 2011), NCH Healthcare System, Inc. (holding company for multi-entity healthcare

system); Director and Member of Finance Committee, The Moorings, Inc. (nonprofit continuing care

community) (since 2012); Vice Chairman, Risk & Regulatory Matters, KPMG LLP (KPMG) (2002–2006);

Vice Chairman, Industrial Markets, KPMG (1998–2002); Chairman and Treasurer, Westchester

County, New York, Chamber of Commerce (1986–1992); Director, Treasurer and Chairman of

Audit and Finance Committees, Putnam Hospital Center (1989–1995); Director and Chairman of

Fundraising Campaign, United Way of Westchester and Putnam Counties, New York (1990–1995).

Trustee, John Hancock retail funds (since 2008); Trustee, John Hancock Variable Insurance Trust and

John Hancock Funds II (since 2012).

Annual report | Hedged Equity & Income Fund 43

Non-Independent Trustees4

Name, Year of Birth Trustee Number of

Position(s) held with Fund of the John Hancock

Principal occupation(s) and other Trust funds overseen

directorships during past 5 years since1 by Trustee

James R. Boyle,2 Born: 1959 2012 240

Senior Executive Vice President, John Hancock Financial Services (since 1999, including prior positions);

Chairman and Director, John Hancock Advisers, LLC, John Hancock Funds, LLC and John Hancock

Investment Management Services, LLC (2005–2010). Trustee, John Hancock retail funds (since 2012 and

2005–2010), Trustee, John Hancock Variable Insurance Trust and John Hancock Funds II (since 2005).

Craig Bromley,2 Born: 1966 2012 240
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President, John Hancock Financial Services (since 2012); Senior Executive Vice President and General

Manager, U.S. Division, John Hancock Financial Services (since 2012); President and Chief Executive

Officer, Manulife Insurance Company (Manulife (Japan) (2005–2010), including prior positions).

Trustee, John Hancock retail funds (since 2012); Trustee, John Hancock Variable Insurance Trust and

John Hancock Funds II (since 2012).

Warren A. Thomson,2 Born: 1955 2012 240

Senior Executive Vice President and Chief Investment Officer, Manulife Financial Corporation (since

2001, including prior positions); Director, Manulife Trust Company and Manulife Bank of Canada (since

2001, including prior positions); Director and Chairman, Manulife Asset Management (since 2001,

including prior positions). Trustee, John Hancock retail funds, John Hancock Variable Insurance Trust and

John Hancock Funds II (since 2012).

Principal officers who are not Trustees

Name, Year of Birth Officer

Position(s) held with Fund of the

Principal occupation(s) and other Trust

directorships during past 5 years since

Hugh McHaffie, Born: 1959 2012

President

Executive Vice President, John Hancock Financial Services (since 2006, including prior positions);

Chairman and Director, John Hancock Advisers, LLC, John Hancock Investment Management Services,

LLC and John Hancock Funds, LLC (since 2010); President, John Hancock Advisers, LLC (since 2012);

President, John Hancock Investment Management Services, LLC (since 2010). President (since 2012) and

former Trustee (2010–2012), John Hancock retail funds; President, John Hancock Variable Insurance

Trust and John Hancock Funds II (since 2009).

Andrew G. Arnott, Born: 1971 2011

Executive Vice President

Senior Vice President, John Hancock Financial Services (since 2009); Executive Vice President,

John Hancock Advisers, LLC (since 2005); Executive Vice President, John Hancock Investment

Management Services, LLC (since 2006); President, John Hancock Funds, LLC (since 2004, including

prior positions); Executive Vice President, John Hancock retail funds (since 2007, including prior

positions); Executive Vice President, John Hancock Variable Insurance Trust and John Hancock Funds II

(since 2007, including prior positions).
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Thomas M. Kinzler, Born: 1955 2011

Secretary and Chief Legal Officer

Vice President, John Hancock Financial Services (since 2006); Secretary and Chief Legal Counsel,

John Hancock Funds, LLC (since 2007); Secretary and Chief Legal Officer, John Hancock retail funds,

John Hancock Variable Insurance Trust and John Hancock Funds II (since 2006).
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Principal officers who are not Trustees (continued)

Name, Year of Birth Officer

Position(s) held with Fund of the

Principal occupation(s) and other Trust

directorships during past 5 years since

Francis V. Knox, Jr., Born: 1947 2011

Chief Compliance Officer

Vice President, John Hancock Financial Services (since 2005); Chief Compliance Officer, John Hancock

retail funds, John Hancock Variable Insurance Trust, John Hancock Funds II, John Hancock Advisers,

LLC and John Hancock Investment Management Services, LLC (since 2005); Vice President and Chief

Compliance Officer, John Hancock Asset Management a division of Manulife Asset Management (US)

LLC (2005–2008).

Charles A. Rizzo, Born: 1957 2011

Chief Financial Officer

Vice President, John Hancock Financial Services (since 2008); Senior Vice President, John Hancock

Advisers, LLC and John Hancock Investment Management Services, LLC (since 2008); Chief Financial

Officer, John Hancock retail funds, John Hancock Variable Insurance Trust and John Hancock

Funds II (since 2007).

Salvatore Schiavone, Born: 1965 2011

Treasurer

Assistant Vice President, John Hancock Financial Services (since 2007); Vice President, John Hancock

Advisers, LLC and John Hancock Investment Management Services, LLC (since 2007); Treasurer,
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John Hancock retail funds (since 2007, including prior positions); Treasurer, John Hancock Variable

Insurance Trust (since 2010 and 2007–2009, including prior positions); Treasurer, John Hancock Fund II

(since 2010, including prior positions).

John Hancock retail funds is comprised of John Hancock Funds III and 33 other John Hancock funds consisting of 23 series of other
John Hancock trusts and 10 closed-end funds.

The business address for all Trustees and Officers is 601 Congress Street, Boston, Massachusetts 02210–2805.

1 Mr. Bromley, Ms. Jackson, Mr. Oates and Mr. Pruchansky serve as Trustees for a term expiring in 2016; Mr. Bardelis, Mr.
Burgess, Mr. Hoffman and Mr. Thomson serve as Trustees for a term expiring in 2015; Mr. Boyle, Mr. Cunningham, Ms. Fey, Mr.
McClellan and Mr. Russo serve for a term expiring in 2014.

2 Became a Trustee of the Fund, effective December 1, 2012.

3 Member of Audit Committee.

4 Because Messrs. Bromley and Thomson are senior executives or directors and Mr. Boyle held prior positions as a senior
executive or director with the Adviser and/or its affiliates, each of them is considered an “interested person,” as defined in the
Investment Company Act of 1940, of the Fund.
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More information
Trustees Officers Investment adviser

James M. Oates Hugh McHaffie John Hancock Advisers, LLC
Chairman President
Charles L. Bardelis* Subadviser

James R. Boyle† Andrew G. Arnott Wellington Management
Craig Bromley† Executive Vice President Company, LLP
Peter S. Burgess*

William H. Cunningham Thomas M. Kinzler Custodian

Grace K. Fey Secretary and Chief Legal Officer State Street Bank and
Theron S. Hoffman* Trust Company
Deborah C. Jackson Francis V. Knox, Jr.
Hassell H. McClellan Chief Compliance Officer Transfer agent

Steven R. Pruchansky Computershare Shareowner
Vice Chairman Charles A. Rizzo Services, LLC
Gregory A. Russo Chief Financial Officer
Warren A. Thomson† Legal counsel

Salvatore Schiavone K&L Gates LLP
*Member of the Treasurer
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Audit Committee Independent registered

†Non-Independent Trustee public accounting firm

PricewaterhouseCoopers LLP

Stock symbol

Listed New York Stock
Exchange: HEQ

For shareholder assistance refer to page 35

You can also contact us:

1-800-852-0218 Regular mail:

jhfunds.com Computershare Shareowner Services, LLC

Newport Office Center VII

480 Washington Boulevard

Jersey City, NJ 07310-1900

The Fund’s proxy voting policies and procedures, as well as the Fund’s proxy voting record for the most recent twelve-month
period ended June 30, are available free of charge on the Securities and Exchange Commission (SEC) Web site at www.sec.gov or
on our Web site.

The Fund’s complete list of portfolio holdings, for the first and third fiscal quarters, is filed with the SEC on Form N-Q. The Fund’s
Form N-Q is available on our Web site and the SEC’s Web site, www.sec.gov, and can be reviewed and copied (for a fee) at the
SEC’s Public Reference Room in Washington, DC. Call 1-202-551-8090 to receive information on the operation of the SEC’s Public
Reference Room.

We make this information on your fund, as well as monthly portfolio holdings, and other fund details available on our Web site
at www.jhfunds.com or by calling 1-800-852-0218.

The report is certified under the Sarbanes-Oxley Act, which requires closed-end funds and other public
companies to affirm that, to the best of their knowledge, the information in their financial reports is fairly and
accurately stated in all material respects.
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1-800-852-0218
1-800-231-5469 TDD
1-800-843-0090 EASI-Line
www.jhfunds.com

Now available: electronic delivery
www.jhfunds.com/edelivery

P150A 10/12

12/12

ITEM 2. CODE OF ETHICS.

As of the end of the period, October 31, 2012, the registrant has adopted a code of ethics, as defined in Item 2 of
Form N-CSR, that applies to its Chief Executive Officer, Chief Financial Officer and Treasurer (respectively, the
principal executive officer, the principal financial officer and the principal accounting officer, the �Senior Financial
Officers�). A copy of the code of ethics is filed as an exhibit to this Form N-CSR.

ITEM 3. AUDIT COMMITTEE FINANCIAL EXPERT.

Peter S. Burgess is the audit committee financial expert and is �independent�, pursuant to general instructions on
Form N-CSR Item 3.

ITEM 4. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

(a) Audit Fees

The aggregate fees billed for professional services rendered by the principal accountant(s) for the audit of the
registrant�s annual financial statements or services that are normally provided by the accountant(s) in connection
with statutory and regulatory filings or engagements amounted to $37,141 for the fiscal period ended October 31,
2012 and $45,233 for the fiscal period ended October 31, 2011. John Hancock Hedged Equity & Income Fund
commenced operations on May 26, 2011.These fees were billed to the registrant and were approved by the
registrant�s audit committee.

(b) Audit-Related Services

The audit-related fees were $0 for the fiscal period ended October 31, 2012 and $0 for the fiscal period ended
October 31, 2011 billed to the registrant or to the registrant's investment adviser (not including any sub-adviser
whose role is primarily portfolio management and is subcontracted with or overseen by another investment
adviser), and any entity controlling, controlled by, or under common control with the adviser that provides ongoing
services to the registrant ("control affiliates").

(c) Tax Fees

The aggregate fees billed for professional services rendered by the principal accountant(s) for the tax compliance,
tax advice and tax planning (�tax fees�) amounted to $3,492 for the fiscal period ended October 31, 2012 and
$3,390 for the fiscal period ended October 31, 2011. The nature of the services comprising the tax fees was the
review of the registrant�s tax returns and tax distribution requirements. These fees were billed to the registrant and
were approved by the registrant�s audit committee.

(d) All Other Fees
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The all other fees billed to the registrant for products and services provided by the principal accountant were $419
for the fiscal period ended October 31, 2012 and $27,973 for the fiscal period ended October 31, 2011 billed to
control affiliates for products and services provided by the principal accountant. The nature of the services
comprising the all other fees consisted mainly of performance of agreed upon procedures required for the initial
and secondary public offerings of shares. These fees were approved by the registrant�s audit committee.

(e)(1) Audit Committee Pre-Approval Policies and Procedures:

The trust�s Audit Committee must pre-approve all audit and non-audit services provided by the independent
registered public accounting firm (the �Auditor�) relating to the operations or financial reporting of the funds. Prior to
the commencement of any audit or non-audit services to a fund, the Audit Committee reviews the services to
determine whether they are appropriate and permissible under applicable law.

The trust�s Audit Committee has adopted policies and procedures to, among other purposes, provide a framework
for the Committee�s consideration of audit-related and non-audit services by the Auditor. The policies and
procedures require that any audit-related and non-audit service provided by the Auditor and any non-audit service
provided by the Auditor to a fund service provider that relates directly to the operations and financial reporting of a
fund are subject to approval by the Audit Committee before such service is provided. Audit-related services
provided by the Auditor that are expected to exceed $25,000 per instance/per fund are subject to specific
pre-approval by the Audit Committee. Tax services provided by the Auditor that are expected to exceed $30,000
per instance/per fund are subject to specific pre-approval by the Audit Committee.

All audit services, as well as the audit-related and non-audit services that are expected to exceed the amounts
stated above, must be approved in advance of provision of the service by formal resolution of the Audit
Committee. At the regularly scheduled Audit Committee meetings, the Committee reviews a report summarizing
the services, including fees, provided by the Auditor.

(e)(2) Services approved pursuant to paragraph (c)(7)(i)(C) of Rule 2-01 of Regulation S-X:

Audit-Related Fees, Tax Fees and All Other Fees:

There were no amounts that were approved by the Audit Committee pursuant to the de minimis exception under
Rule 2-01 of Regulation S-X.

(f) According to the registrant�s principal accountant, for the fiscal year ended October 31, 2012, the percentage of
hours spent on the audit of the registrant's financial statements for the most recent fiscal year that were attributed
to work performed by persons who were not full-time, permanent employees of principal accountant was less than
50%.

(g) The aggregate non-audit fees billed by the registrant's accountant(s) for services rendered to the registrant and
rendered to the registrant's control affiliates of the registrant were $3,659,845 for the fiscal period ended October
31, 2012 and $1,703,141 for the fiscal period ended October 31, 2011.

(h) The audit committee of the registrant has considered the non-audit services provided by the registrant�s
principal accountant(s) to the control affiliates and has determined that the services that were not pre-approved
are compatible with maintaining the principal accountant(s)' independence.

ITEM 5. AUDIT COMMITTEE OF LISTED REGISTRANTS.

The registrant has a separately-designated standing audit committee comprised of independent trustees. The
members of the audit committee are as follows:

Peter S. Burgess - Chairman
Charles L. Bardelis
Theron S. Hoffman
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ITEM 6. SCHEDULE OF INVESTMENTS.

(a) Not applicable.
(b) Not applicable.

ITEM 7. DISCLOSURE OF PROXY VOTING POLICIES AND PROCEDURES FOR CLOSED-END MANAGEMENT
INVESTMENT COMPANIES.

See attached exhibit �Proxy Voting Policies and Procedures�.

ITEM 8. PORTFOLIO MANAGERS OF CLOSED-END MANAGEMENT INVESTMENT COMPANIES.

Information about the Wellington Management portfolio managers Management
Biographies

Below is a list of the portfolio managers who share joint responsibility for the day-to-day
investment management of the Fund. It provides a brief summary of their business careers
over the past five years. Information is provided as of November 1, 2012.

Kent M. Stahl, CFA
Senior Vice President and Director of Investments and Risk Management,
Wellington Management Company, LLP since 1998
Joined Fund team since its inception (2011)

Gregg R. Thomas, CFA
Vice President and Director of Risk Management,
Wellington Management Company, LLP since 2001
Joined Fund team since its inception (2011)

Other Accounts the Portfolio Managers are Managing

The table below indicates for each portfolio manager information about the accounts over
which the portfolio manager has day-to-day investment responsibility. All information on the
number of accounts and total assets in the table is as of October 31, 2012. For purposes of
the table, “Other Pooled Investment Vehicles” may include investment partnerships and
group trusts, and “Other Accounts” may include separate accounts for institutions or
individuals, insurance company general or separate accounts, pension funds and other
similar institutional accounts.

PORTFOLIO OTHER ACCOUNTS MANAGED BY THE PORTFOLIO
MANAGER NAME MANAGER

Kent M. Stahl, CFA Other Registered Investment Companies: Seven (7) accounts
with total net assets of approximately $8.2 billion

Other Pooled Investment Vehicles: Two (2) accounts with
total net assets of approximately $522 million
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Other Accounts: None

Gregg R. Thomas, Other Registered Investment Companies: Four (4) accounts
CFA with total net assets of approximately $3.1 billion

Other Pooled Investment Vehicles: Two (2) accounts with
total net assets of approximately $522 million

Other Accounts: None

The Subadviser does not receive a fee based upon the investment performance of any of the
accounts included under “Other Accounts Managed by the Portfolio Managers” in the table
above.

Conflicts of Interest. Individual investment professionals at Wellington Management
manage multiple accounts for multiple clients. These accounts may include mutual funds,
separate accounts (assets managed on behalf of institutions, such as pension funds,
insurance companies, foundations, or separately managed account programs sponsored by
financial intermediaries), bank common trust accounts, and hedge funds. The Fund�s
managers listed in the prospectus who are primarily responsible for the day-to-day
management of the Fund (�Investment Professionals�) generally manage accounts in several
different investment styles. These accounts may have investment objectives, strategies, time
horizons, tax considerations and risk profiles that differ from those of the Fund. The
Investment Professionals make investment decisions for each account, including the Fund,
based on the investment objectives, policies, practices, benchmarks, cash flows and other
relevant investment considerations applicable to that account. Consequently, Investment
Professionals may purchase or sell securities, including IPOs, for one account and not
another account, and the performance of securities purchased for one account may vary
from the performance of securities purchased for other accounts. Alternatively, these
accounts may be managed in a similar fashion to the Fund and thus the accounts may have
similar, and in some cases nearly identical, objectives, strategies and/or holdings to that of
the Fund.

An Investment Professional or other investment professionals at Wellington Management
may place transactions on behalf of other accounts that are directly or indirectly contrary to
investment decisions made on behalf of the Fund, or make investment decisions that are
similar to those made for the Fund, both of which have the potential to adversely impact the
Fund depending on market conditions. For example, an investment professional may
purchase a security in one account while appropriately selling that same security in another
account. Similarly, an Investment Professional may purchase the same security for the Fund
and one or more other accounts at or about the same time. In those instances the other
accounts will have access to their respective holdings prior to the public disclosure of the
Fund�s holdings. In addition, some of these accounts have fee structures, including
performance fees, which are or have the potential to be higher, in some cases significantly
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higher, than the fees Wellington Management receives for managing the Fund. Because
incentive payments paid by Wellington Management to Investment Professionals are tied to
revenues earned by Wellington Management and, where noted, to the performance achieved
by the manager in each account, the incentives associated with any given account may be
significantly higher or lower than those associated with other accounts managed by an
Investment Professional. Finally, Investment Professionals may hold shares or investments in
the other pooled investment vehicles and/or other accounts identified above.

Wellington Management�s goal is to meet its fiduciary obligation to treat all clients fairly and
provide high quality investment services to all of its clients. Wellington Management has
adopted and implemented policies and procedures, including brokerage and trade allocation
policies and procedures, which it believes address the conflicts associated with managing
multiple accounts for multiple clients. In addition, Wellington Management monitors a
variety of areas, including compliance with primary account guidelines, the allocation of
IPOs, and compliance with the firm�s Code of Ethics, and places additional investment
restrictions on investment professionals who manage hedge funds and certain other
accounts. Furthermore, senior investment and business personnel at Wellington
Management periodically review the performance of Wellington Management�s investment
professionals. Although Wellington Management does not track the time an investment
professional spends on a single account, Wellington Management does periodically assess
whether an investment professional has adequate time and resources to effectively manage
the investment professional�s various client mandates.

Compensation Wellington Management receives a fee based on the assets under
management of the Fund as set forth in the Subadvisory Agreement between Wellington
Management and the Adviser on behalf of the Fund. Wellington Management pays its
investment professionals out of its total revenues, including the advisory fees earned with
respect to the Fund. The following information relates to the fiscal year ended October 31,
2012. Wellington Management’s compensation structure is designed to attract and retain
high-caliber investment professionals necessary to deliver high quality investment
management services to its clients. Wellington Management’s compensation of the Fund’s
managers listed in the Prospectus who are primarily responsible for the day-today
management of the Fund (the “Investment Professionals”) includes a base salary. The base
salary for each Investment Professional who is a partner of Wellington Management is
generally a fixed amount that is determined by the Managing Partners of the firm. The base
salary for the other Investment Professional is determined by the Investment Professional’s
experience and performance in his role as an investment professional. Base salaries for
Wellington Management’s employees are reviewed annually and may be adjusted based on
the recommendation of an Investment Professional’s manager, using guidelines established
by Wellington Management’s Compensation Committee, which has final oversight
responsibility for base salaries of employees of the firm. The Investment Professionals may
also be eligible for bonus payments based on their overall contribution to Wellington
Management’s business operations. Senior management at Wellington Management may
reward individuals as it deems appropriate based on other factors. Each partner of
Wellington Management is eligible to participate in a partner-funded tax qualified retirement
plan, the contributions to which are made pursuant to an actuarial formula. Mr. Stahl is a
partner of the firm.

Share Ownership by Portfolio Managers. The following table indicates as of October 31,
2012 the value, within the indicated range, of shares beneficially owned by the portfolio
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managers in the Fund.

Range of
Beneficial

Portfolio Manager Ownership

Kent M. Stahl, CFA $0

Gregg R. Thomas, CFA $0

ITEM 9. PURCHASES OF EQUITY SECURITIES BY CLOSED-END MANAGEMENT INVESTMENT COMPANY AND
AFFILIATED PURCHASERS.

(a) Not applicable.

(b) REGISTRANT PURCHASES OF EQUITY SECURITIES

Total Number of
Shares

Total Purchased as Maximum Number
Number of Part of Publicly of Shares that May

Shares Average Price Announced Yet Be Purchased
Period Purchased per Share Plans* Under the Plans

11-Nov - - - -
11-Dec - - - 1,462,024*
12-Jan 145,349 $15.665 145,349 1,316,675
12-Feb 67,084 $16.506 212,433 1,249,591
12-Mar 56,979 $16.409 269,412 1,192,612
12-Apr - - 269,412 1,192,612
12-May 125,440 $15.832 394,852 1,067,172
12-Jun 78,235 $15.379 473,087 988,937
12-Jul 59,543 $15.889 532,630 929,394
12-Aug 58,600 $16.157 591,230 870,794
12-Sep 81,900 $16.264 673,130 788,894
12-Oct 13,100 $16.200 686,230 775,794
Total 686,230 $15.950 -
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*On December 6, 2011, the Board of Trustees approved a share repurchase plan (the Repurchase Plan). Under
the Repurchase Plan, the Fund may purchase, in the open market, up to 10% of its outstanding common shares
between January 1, 2012 and December 31, 2012 (based on common shares outstanding as of December 31,
2011). On December 12, 2012, the Board renewed the share repurchase plan. As renewed, the Fund may
purchase in the open market, between January 1, 2013 and December 31, 2013, up to an additional 10% of its
outstanding common shares (based on common shares outstanding as of December 31, 2012).

ITEM 10. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

There were no material changes to previously disclosed John Hancock Funds – Governance Committee Charter.

ITEM 11. CONTROLS AND PROCEDURES.

(a) Based upon their evaluation of the registrant's disclosure controls and procedures as conducted within 90 days
of the filing date of this Form N-CSR, the registrant's principal executive officer and principal financial officer have
concluded that those disclosure controls and procedures provide reasonable assurance that the material
information required to be disclosed by the registrant on this report is recorded, processed, summarized and
reported within the time periods specified in the Securities and Exchange Commission's rules and forms.

(b) There were no changes in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal half-year (the registrant's second fiscal half-year in the case of an annual report)
that have materially affected, or are reasonably likely to materially affect, the registrant's internal control over
financial reporting.

ITEM 12. EXHIBITS.

(a)(1) Code of Ethics for Senior Financial Officers is attached.

(a)(2) Separate certifications for the registrant's principal executive officer and principal financial officer, as
required by Section 302 of the Sarbanes-Oxley Act of 2002 and Rule 30a-2(a) under the Investment Company Act
of 1940, are attached.

(b)(1) Separate certifications for the registrant's principal executive officer and principal financial officer, as
required by 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, and
Rule 30a-2(b) under the Investment Company Act of 1940, are attached. The certifications furnished pursuant to
this paragraph are not deemed to be "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, or
otherwise subject to the liability of that section. Such certifications are not deemed to be incorporated by reference
into any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that
the Registrant specifically incorporates them by reference.

(c)(1) Proxy Voting Policies and Procedures are attached.

(c)(2) Submission of Matters to a Vote of Security Holders is attached. See attached "John Hancock Funds -
Governance Committee Charter".

(c)(3) Contact person at the registrant.

(C)(4) Registrant�s notice to shareholders pursuant to Registrant�s exemptive order granting an exemption from
Section 19(b) of the Investment Company Act of 1940, as amended and Rule 19b-1 thereunder regarding
distributions made pursuant to the Registrant�s Managed Distribution Plan.

SIGNATURES
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Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

John Hancock Hedged Equity & Income Fund

By: /s/ Hugh McHaffie
------------------------------
Hugh McHaffie
President

Date: December 20, 2012

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940,
this report has been signed below by the following persons on behalf of the registrant and in the capacities and on
the dates indicated.

By: /s/ Hugh McHaffie
-------------------------------
Hugh McHaffie
President

Date: December 20, 2012

By: /s/ Charles A. Rizzo
--------------------------------
Charles A. Rizzo
Chief Financial Officer

Date: December 20, 2012
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