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CEO corner

To Our Shareholders,

The year ended July 31, 2011 was tumultuous for financial markets, which

had a multitude of issues to contend with, some of them growing worse as the
period progressed. The list seemed endless. The questionable state of the U.S.
economy, fears about the European debt crisis, natural disasters in Japan and
growing unrest in the Middle East (which sparked hikes in oil and other com-
modities prices) were joined late in the period by worries about U.S. debt ceiling
negotiations and growing signs of slowing U.S. and global economies, not to
mention the downgrade of U.S. debt in early August and the ensuing days of
market upheaval.

Through July 31, 2011, financial markets mostly managed to overcome these
obstacles, in large part because of vibrant corporate earnings growth that
trumped the macro issues and kept investors in the market. For the 12 months
ended July 31, 2011, the equity market returned 19.65%, as measured by the
S&P 500 Index. However, the bulk of that return came in the first half of the
period, as the second half grew more volatile and the period ended with the
market in descent.

Over the 12-month period, bonds produced positive, but more modest results,
with the broad Barclays Capital U.S. Aggregate Bond Index returning 4.44%.
High-yield corporate bonds were the best-performing bond category, the ben-
eficiaries of strong corporate earnings growth and investors’ ongoing search for
higher yields in a low interest-rate environment. Treasuries lagged the group

in the period overall, but gained ground at the period’s end as market volatility
escalated and investors sought their relative safety, despite the potential loss of
their AAA rating, which indeed occurred a week after the period ended.

In this volatile environment we are reminded of the Chinese word for “crisis,”
which is made up of two characters — one means “danger,” the other “opportu-
nity.” Often, in the midst of financial uncertainty, the media tend to focus only
on the danger and not on the opportunities.

We encourage investors to remain patient, not react emotionally and look instead
for the opportunities in the midst of market turmoil. Working with your finan-
cial adviser, position your portfolio to take advantage of the downturn, rather
than exiting the market. Going into cash means you need to make two correct
decisions in timing the market: when to get out, and more importantly, when to
get back in. In the market crash of 2008, many investors felt good about their
first decision, but waited far too long to make that second decision. The result
was that they missed the rally in 2009 and left substantial gains on the table.

Sincerely,

Keith 7 Hontstein

Keith F Hartstein,
President and Chief Executive Officer

This commentary reflects the CEO’s views as of August 31, 2011. They are subject to change
at any time. For more up-to-date information, you can visit our Web site at www.jhfunds.com.
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Your fund at a glance

The Fund’s primary investment objective is to provide a high level of current income,
consistent with preservation of capital. The Fund’s secondary investment objective
is to provide growth of capital to the extent consistent with its primary investment
objective. The Fund seeks to achieve its objectives by investing in securities that, in
the opinion of the Adviser, may be undervalued relative to similar securities in the
marketplace. Under normal market conditions, the Fund invests at least 80% of its
assets (net assets plus borrowings for investment purposes) in preferred stocks and
other preferred securities, including convertible preferred securities.

Over the last twelve months

» Preferred securities posted solid gains, outpacing the overall U.S. investment-grade
bond market, but generally lagging U.S. common stocks.

> Preferred securities' advance was fueled by strong investor demand, diminished
new issue supply and improving corporate profitability.

» The Fund benefited from its holdings in energy and utility companies, while some
U.K. bank holdings were relative disappointments.

John Hancock Preferred Income Fund Il
Fund performance and distribution rates for the year ended July 31, 2011.

16%

8
0,
2l Annualized
distribution
Total Total Annualized rate at
return at return at distribution closing
net asset market rate at net market
0 value price asset value price

The total returns for the Fund include all distributions reinvested. The performance data contained within this
material represents past performance, which does not guarantee future results.

Current annualized distribution rate is the latest monthly dividend rate as an annualized percentage of net asset
value/market price on 7-31-11. The Fund's monthly distributions may be from net investment income, capital
gains or return of capital.
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Managers’ report

John Hancock
Preferred Income Fund Il

Preferred securities posted solid results for the 12 months ended July 31,
2011, with the Bank of America Merrill Lynch Preferred Stock Hybrid
Securities Index returning 7.86%. Their gains fell between the 19.65%
return of the broad S&P 500 Index and the 4.44% advance of the
Barclays Capital U.S. Aggregate Bond Index.

Preferred securities performed well at the beginning of the period in response to rising
concerns that the U.S. economy would slip back into recession and low interest rates.

Economic worries tempered demand for riskier asset classes such as common stocks,

while ultra-low levels of interest rates fueled investors’ appetite for high-yielding

alternatives to U.S. government securities. At the same time, a lack of new issuance

of preferred securities — caused by companies’ increased focus on improving their

TOP 10 ISSUERS'

Nexen, INC. .....ccoocovveiennn. 4%
Viacom, INC. ...ocovevveennnn. 3%
Morgan Stanley

Capital Trusts..........c.coc..... 3%
Merrill Lynch Preferred

Capital Trusts..........c.c...... 3%
Interstate Power &

Light Company................. 3%
The Goldman Sachs

Group, INC. oo 3%
MetLife, InC. ......occcooven 3%
United States

Cellular Corp......ccccouennn. 3%
Comcast Corp. ....c.ccoveee. 3%
Deutsche Bank ................. 3%

Not part of the annual report

balance sheets and new regulations that dampened banks’ new
issue activity — helped elevate the scarcity value of existing

preferred securities.

Although preferred securities came under some pressure in late
2010 when stronger-than-expected economic data dampened
demand for fixed-income securities, they quickly bounced
back and performed reasonably well throughout the remain-
der of the 12-month period. Demand for preferred securities
remained strong as investors continually sought higher-
yielding, investment-grade alternatives to government bonds.
At the same time, demand for preferred securities was bol-
stered by much better-than-expected corporate profit reports.
Furthermore, the extension of Bush-era tax policies and other
forms of stimulus — including the continuation of the 15% tax
rate on qualified dividends on many tax-advantaged preferred

securities — bolstered sentiment for such investments.



Portfolio Managers Gregory K. Phelps and Mark T. Maloney
John Hancock Asset Management (formerly MFC Global Investment Management (U.S.), LLC)?

Performance

For the 12 months ended July 31, 2011, John Hancock Preferred Income

Fund II returned 14.37% at net asset value (NAV) and 15.62% at market price.
The difference in the Fund’s NAV performance and its market performance
stems from the fact that the market share price is subject to the dynamics of sec-
ondary-market trading, which could cause it to trade at a discount or premium
to the Fund’s NAV price at any time. By comparison, the group of closed-end
preferred income funds tracked by UBS Securities LLC returned an average

of 17.26% at NAV and 11.50% at market prices. For the same 12-month period,
the Barclays Capital U.S. Aggregate

Bond Index returned 4.44% and
the Bank of America Merrill Lynch
Preferred Stock Hybrid Securities results for the 12 months ended

“Preferred securities posted solid

Index returned 7.86%. July 31, 2011..."

The Funds current annualized
distribution rate was 8.12% at NAV and 8.38% at closing market price

on July 31, 2011. That compared with the average 7.86% at NAV and 8.19%

at closing market price for the UBS group of closed-end preferred income funds
on July 31, 2011.

The Fund’s NAV results outperformed the Barclays Capital U.S. Aggregate
Bond Index because preferred stocks outpaced all major components
of that benchmark.

Leaders and laggards

During the 12-month period ended July 31, 2011, one of the Fund’s better-
performing preferred holdings was oil and gas exploration and production
company Apache Corp., which benefited from rising oil prices and expectations
of expanding demand. Other good performers included PPL Corp., which did
well largely due to strong investor demand for investment-grade utility securities

that carried attractive coupons. For similar reasons, investments in the recently
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issued securities of telecommunications company Qwest Corp. also performed
well. Holdings in U.K. bank HBSC Holdings PLC contributed to Fund results,
thanks mostly to the fact that other similar holdings were redeemed by the
issuer, making the Fund’ holdings more scarce in the marketplace, and thereby
increasing relative demand for those still outstanding. However, investments

in certain preferred securities issued by Royal Bank of Scotland Group PLC and
Barclays Bank PLC were relative disappointments. These banks came under
pressure due to investors’ fears that their earnings would be negatively affected
by economic weakness in Europe, the continent’s sovereign debt woes and new

and costly regulations.

A word about dividends

Effective with the distribution payment on May 31, 2011, the monthly distribu-
tion of John Hancock Preferred Income Fund II rose by 12.9% to $0.1400 per
share, up from $0.1240 per share. The increased distribution rate was payable

to holders of record on May 12, 2011 and had an ex-dividend date of May 10,
2011. The new distribution rate more closely reflects the Funds current earn-
ings. There were several positive developments enabling the Fund to increase its
distribution, including an increase in the overall dividend yield of the portfolio,
an increase in the Funds leverage in 2010 (adding to the Fund’s earnings spread)
and the expiration of certain higher-cost interest-rate swaps. Subsequent to period

end, the Fund entered into new interest-rate swaps.

Outlook

Given the fragility of the U.S. economy, the Federal Reserve

3
SIEEUON CORAOENTOh] has indicated that it will not raise interest rates in the coming

Financials..............ceocc 48% 18 months or so. A steady, low-rate environment likely would
ULHItIeS covvvvvveirinniens 26%  be favorable for preferred securities, as it has been over the past
Telecommunication year or so, because it will continue to drive demand for higher-
SEIVICES ..o 8%

yielding alternatives to government securities. Additionally,

1 i 0,
Consumer Discretionary.. 7% ... reasonably upbeat about future corporate profitability.

e s 7 Although U.S. economic growth has decelerated in recent
Consumer Staples.......... 2% months, we think the economy will continue to expand, albeit
Short-Term Investments.... 2% gt a sluggish pace. Still, our view is that even modest growth

will help set the stage for improved corporate profitability.

Not part of the annual report




Investors were understandably shaken

by the market downturn that occurred “A steady, low-rate environment

at the end of the period amid the likely would be favorable for
wrangling over the U.S. federal bud-

get debt ceiling and the subsequent preferred securities, as it has been

downgrade of U.S. debt days after the over the past year or so...”

period ended. That said, we believe
market participants will eventually
turn their attention back to company

fundamentals, and we think they’ll

3
be reassured by the fact that earnings, PORTFOLIO COMPOSITION

which ultimately drive stock prices,
77% Preferred Securities — U.S.
15% Preferred Securities — Foreign
2% Capital Preferred Securities
2% Common Stocks
2% Corporate Bonds
2% Short-Term Investments

will, in our view, continue to expand.

This commentary reflects the views of the portfolio managers through 8-31-11. The managers’ statements
reflect their own opinions. As such they are in no way guarantees of future events and are not intended

to be used as investment advice or a recommendation regarding any specific security. They are also subject
to change at any time as market and other conditions warrant.

Past performance is no guarantee of future results.

The Fund normally will invest at least 25% of its total assets in the industries comprising the utilities sector, which
includes telecommunications companies, measured at the time of purchase. When the Fund’s investments focus
on one or more sectors of the economy, they are far less diversified than the broad securities markets. This means
that the Fund may be more volatile than other funds, and the values of its investments may go up and down
more rapidly. Specifically, utilities can be hurt by higher interest costs in connection with capital construction pro-
grams, costs associated with environmental and other regulations and the effects of economic declines, surplus
capacity and increased competition. In addition, the Fund may invest in financial services companies, which can
be hurt by economic declines, changes in interest rates, regulatory and market impacts. The Fund’s investments in
securities of non-U.S. issuers involves special risks such as political, economic and currency risks and differences in
accounting standards and financial reporting.

' As a percentage of the Fund’s total investments on 7-31-11. Cash and cash equivalents not included
in Top 10 Issuers.

2Manulife Asset Management (US) LLC is doing business as John Hancock Asset Management.
3 As a percentage of the Fund’s total investments on 7-31-11.
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Management’s discussion of

Fund performance

By John Hancock Asset Management
(formerly MFC Global Investment Management (U.S.), LLC)

Preferred securities posted solid results for the 12 months ended July 31, 2011, with
the Bank of America Merrill Lynch Preferred Stock Hybrid Securities Index returning
7.86%. Their gains fell between the 19.65% return of the broad S&P 500 Index and the
4.44% advance of the Barclays Capital U.S. Aggregate Bond Index. For the 12 months
ended July 31, 2011, John Hancock Preferred Income Fund II returned 14.37% at

net asset value (NAV) and 15.62% at market price. The difference in the Fund’s NAV
performance and its market performance stems from the fact that the market share price
is subject to the dynamics of secondary-market trading, which could cause it to trade

at a discount or premium to the Fund’s NAV price at any time. For the same 12-month
period, the Bank of America Merrill Lynch Preferred Stock Hybrid Securities Index
returned 7.86%.

The Fund’s NAV results outperformed the Barclays Capital U.S. Aggregate Bond Index
because preferred stocks outpaced all major components of that benchmark. During the
12-month period, one of the better-performing preferred holdings was oil and gas explo-
ration and production company Apache Corp., which benefited from rising oil prices
and expectations of expanding demand. Other good performers included PPL Corp. and
telecommunications company Qwest Corp., which did well largely due to strong investor
demand for investment-grade utility securities that carried attractive coupons. On the
downside, investments in certain preferred securities issued by Royal Bank of Scotland
Group PLC and Barclays Bank PLC were relative disappointments. These banks came
under pressure due to investors’ fears that their earnings would be hurt by economic

weakness in Europe, the continent’s sovereign debt woes and new and costly regulations.

This commentary reflects the views of the portfolio managers through 8-31-11. The managers’ statements reflect
their own opinions. As such they are in no way guarantees of future events and are not intended to be used as
investment advice or a recommendation regarding any specific security. They are also subject to change at any time
as market and other conditions warrant.

Past performance is no guarantee of future results.

The Fund normally will invest at least 25% of its total assets in the industries comprising the utilities sector, which
includes telecommunications companies, measured at the time of purchase. When the Fund'’s investments focus
on one or more sectors of the economy, they are far less diversified than the broad securities markets. This means
that the Fund may be more volatile than other funds, and the values of its investments may go up and down more
rapidly. Specifically, utilities can be hurt by higher interest costs in connection with capital construction programs,
costs associated with environmental and other regulations and the effects of economic declines, surplus capacity
and increased competition. In addition, the Fund may invest in financial services companies, which can be hurt by
economic declines, changes in interest rates, regulatory and market impacts. The Fund’s investments in non-U.S.
issuers involves special risks such as political, economic and currency risks and differences in accounting standards
and financial reporting.

Preferred Income Fund Il | Annual report



Porttolio summary

Top 10 Issuers (31.0% of Total Investments on 7-31-11)’

Nexen, Inc. 4% The Goldman Sachs Group, Inc. 3%
Viacom, Inc. 3% MetLife, Inc. 3%
Morgan Stanley Capital Trusts 3% United States Cellular Corp. 3%
Merrill Lynch Preferred Capital Trusts 3% Comcast Corp. 3%
Interstate Power & Light Company 3% Deutsche Bank 3%

Sector Composition?3

Financials 48% Energy 7%
Utilities 26% Consumer Staples 2%
Telecommunication Services 8% Short-Term Investments 2%
Consumer Discretionary 7%

Country Composition?

United States 84% Netherlands 4%
United Kingdom 5% Switzerland 2%
Canada 4% Bermuda 1%

PORTFOLIO COMPOSITION?

77% Preferred Securities — U.S.
15% Preferred Securities — Foreign
2% Capital Preferred Securities
2% Common Stocks

2% Corporate Bonds

2% Short-Term Investments

" Cash and cash equivalents not included in the Top 10 Issuers.
2 As a percentage of the Fund’s total investments on 7-31-11.

3Investments focused in one sector may fluctuate more widely than investments diversified across sectors. Because
the Fund may focus on particular sectors, its performance may depend on the performance of those sectors.
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Fund’s investments

As of 7-31-11

Shares

Value

Preferred Securities (a) 136.10% (92.16% of Total Investments) $596,755,306

(Cost $603,094,519)

Consumer Discretionary 10.17% 44,579,926
Media 10.17%

CBS Corp., 6.750% (2) 198,700 5,027,110
Comcast Corp., 6.625% (2) 118,500 3,033,600
Comcast Corp., Series B, 7.000% (L)(Z) 610,000 15,487,900
Viacom, Inc., 6.850% (L)(Z) 834,245 21,031,316
Consumer Staples 3.34% 14,670,000
Food & Staples Retailing 3.34%

Ocean Spray Cranberries, Inc., Series A,

6.250% (S)(Z) 160,000 14,670,000
Energy 7.87% 34,493,578
0il, Gas & Consumable Fuels 7.87%

Apache Corp., Series D, 6.000% 85,100 5,543,414
Nexen, Inc., 7.350% (2) 1,151,100 28,950,164
Financials 71.62% 314,048,799
Capital Markets 10.61%

Credit Suisse Guernsey, 7.900% (L)(2) 319,000 8,437,550
Lehman Brothers Holdings Capital Trust Ill,

Series K, 6.375% (1) 177,000 9,735
Lehman Brothers Holdings Capital Trust V,

Series M, 6.000% (1) 46,600 2,936
Lehman Brothers Holdings, Inc., Depositary

Shares, Series C, 5.940% (1) 145,200 1,452
Morgan Stanley Capital Trust Ill, 6.250% (L)(Z) 290,000 6,919,400
Morgan Stanley Capital Trust IV, 6.250% (2) 161,800 3,845,986
Morgan Stanley Capital Trust V, 5.750% (Z) 355,000 8,161,450
Morgan Stanley Capital Trust VI, 6.600% 9,600 235,968
Morgan Stanley Capital Trust VII, 6.600% 52,400 1,280,656
The Goldman Sachs Group, Inc., 6.125% (2) 646,924 16,037,246
The Goldman Sachs Group, Inc., Series B,

6.200% 63,300 1,576,803
Commercial Banks 16.09%

Barclays Bank PLC, Series 3, 7.100% (L)(Z) 375,000 9,071,250
Barclays Bank PLC, Series 5, 8.125% (Z) 330,000 8,358,900
HSBC Holdings PLC, Series A, 6.200% (L)(2) 254,600 6,171,504

Preferred Income Fund Il | Annual report
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Shares Value
Commercial Banks (continued)
Royal Bank of Scotland Group PLC, Series L,

5.750% (2) 480,000 $8,342,400
Santander Finance Preferred SA Unipersonal,

Series 10, 10.500% (Z) 329,000 9,165,940
Santander Holdings USA, Inc., Series C,

7.300% 105,567 2,644,453
USB Capital VIII, Series 1, 6.350% (2) 233,500 5,830,495
USB Capital X, 6.500% 30,300 761,136
USB Capital XI, 6.600% 190,000 4,816,500
Wells Fargo & Company, 8.000% (L)(Z) 554,500 15,387,375

Consumer Finance 2.38%

HSBC Finance Corp., Depositary Shares,

Series B, 6.360% (2) 143,200 3,425,344
SLM Corp., 6.000% (Z) 196,800 4,117,056
SLM Corp., Series A, 6.970% (2) 64,000 2,880,000
Diversified Financial Services 24.42%

BAC Capital Trust Il, 7.000% (2) 22,400 542,304
Citigroup Capital VIII, 6.950% (L)(Z) 660,000 16,341,600
Citigroup Capital XIll (7.875% to 10-30-15,

then 3 month LIBOR + 6.370%) 19,000 514,330
Corporate Backed Trust Certificates,

Series HSBC, 6.250% (Z) 45,400 1,090,508
Deutsche Bank Capital Funding Trust X,

7.350% 155,722 3,872,806
Deutsche Bank Contingent Capital Trust Il

6.550% (2) 161,000 3,796,380
Deutsche Bank Contingent Capital Trust IIl,

7.600% (L)(2) 392,500 9,906,700
Fleet Capital Trust VIII, 7.200% (L)(2) 332,000 8,223,640
General Electric Capital Corp., 6.000% 25,100 629,257
General Electric Capital Corp., 6.050% 23,000 580,520
ING Groep NV, 7.050% (L)(2) 775,700 17,391,194
JPMorgan Chase Capital XXIX, 6.700% (2) 665,377 16,900,576
Merrill Lynch Preferred Capital Trust Ill,

7.000% (2) 362,300 8,669,839
Merrill Lynch Preferred Capital Trust IV,

7.120% (2) 193,200 4,644,528
Merrill Lynch Preferred Capital Trust V,

7.280% (2) 276,100 6,676,098
RBS Capital Funding Trust V, 5.900% (2) 398,000 5,337,180
RBS Capital Funding Trust VII, 6.080% (2) 145,000 1,956,050
Insurance 11.89%
Aegon NV, 6.375% (L)(Z) 355,000 7,948,450
American Financial Group, Inc., 7.000% 258,000 6,540,300
MetLife, Inc., Series B, 6.500% (L)(Z) 783,400 19,577,166
Phoenix Companies, Inc., 7.450% (2) 229,300 4,964,345
PLC Capital Trust IV, 7.250% (2) 390,500 9,789,835
Prudential PLC, 6.500% (2) 103,000 2,564,700
RenaissanceRe Holdings Ltd., Series C,

6.080% (2) 32,500 767,325

See notes to financial statements Annual report | Preferred Income Fund Il




Shares Value
Real Estate Investment Trusts 6.19%
Duke Realty Corp., Depositary Shares, Series J,

6.625% (L)(2) 449,400 $10,812,564
Duke Realty Corp., Depositary Shares, Series K,

6.500% (L)(Z) 110,000 2,632,300
Duke Realty Corp., Depositary Shares, Series L,

6.600% (L)(2) 109,840 2,647,144
Public Storage, 6.350% 47,500 1,185,125
Public Storage, Inc., Depositary Shares,

Series Q, 6.500% 135,800 3,462,900
Public Storage, Inc., Depositary Shares, Series X,

6.450% (2) 30,000 743,100
Public Storage, Inc., Series P, 6.500% 52,000 1,341,600
Wachovia Preferred Funding Corp., Series A,

7.250% (2) 170,000 4,338,400

Thrifts & Mortgage Finance 0.04%

Federal National Mortgage Association, Series S
7.750% (1) 75,000 178,500

Telecommunication Services 10.40% 45,592,684

Diversified Telecommunication Services 2.95%

Qwest Corp., 7.375% 499,000 12,949,050
Wireless Telecommunication Services 7.45%
Telephone & Data Systems, Inc., 6.625% (2) 161,300 3,924,429
Telephone & Data Systems, Inc., 6.875% 81,500 2,047,280
Telephone & Data Systems, Inc., 7.000% 281,000 7,128,970
United States Cellular Corp., 6.950% 768,500 19,542,955
Utilities 32.70% 143,370,319
Electric Utilities 16.51%
Duquesne Light Company, 6.500% (2) 98,450 4,888,663
Entergy Arkansas, Inc., 5.750% 66,400 1,696,520
Entergy Louisiana LLC, 5.875% 183,700 4,774,363
Entergy Louisiana LLC, 6.000% 185,000 4,958,000
Entergy Mississippi, Inc., 6.000% 182,025 4,687,144
Entergy Mississippi, Inc., 6.200% 97,500 2,588,625
Entergy Texas, Inc., 7.875% 37,400 1,065,900
FPC Capital I, Series A, 7.100% (2) 368,000 9,384,000
FPL Group Capital Trust I, 5.875% (L)(2) 267,800 6,815,510
Georgia Power Capital Trust VII, 5.875% (2) 95,000 2,393,050
Gulf Power Co., 5.750% 158,500 4,147,945
HECO Capital Trust Ill, 6.500% (2) 187,750 4,703,138
NSTAR Electric Company, 4.780% (2) 15,143 1,404,987
PPL Corp., 9.500% 262,000 14,695,580
Southern California Edison Company, Series C,

6.000% (2) 20,000 1,948,750
Westar Energy, Inc., 6.100% (2) 87,700 2,223,195

Preferred Income Fund Il | Annual report See notes to financial statements




Shares Value
Multi-Utilities 16.19%
Baltimore Gas & Electric Company, Series 1995,

6.990% (2) 39,870 $4,067,988
BGE Capital Trust Il, 6.200% (2) 486,400 12,169,728
DTE Energy Trust |, 7.800% (2) 287,200 7,653,880
Interstate Power & Light Company, Series B,

8.375% (L)(2) 699,350 20,057,358
SCANA Corp., 7.700% (2) 538,900 14,954,475
Xcel Energy, Inc., 7.600% (Z) 448,000 12,091,520

Maturity
Rate (%) date Par value Value

Capital Preferred Securities (b) 3.16% (2.14% of Total Investments) $13,870,758

(Cost $14,688,460)

Utilities 3.16% 13,870,758

Multi-Utilities 3.16%

Dominion Resources Capital Trust | (L)(Z) 7.830 12-01-27 $8,450,000 8,689,558

Dominion Resources Capital Trust Il (L)(2) 8.400 01-15-31 5,000,000 5,181,200
Shares Value

Common Stocks 3.45% (2.33% of Total Investments) $15,118,209

(Cost $12,735,270)
Telecommunication Services 1.32% 5,805,204

Diversified Telecommunication Services 1.32%

AT&T, Inc. 125,000 3,657,500
Frontier Communications Corp. 27,604 206,754
Verizon Communications, Inc. 55,000 1,940,950
Utilities 2.13% 9,313,005
Electric Utilities 2.01%
FirstEnergy Corp. 145,000 6,474,250
UIL Holdings Corp. 73,500 2,346,855
Multi-Utilities 0.12%
National Grid PLC, ADR 10,000 491,900
Maturity
Rate (%) date Par value Value

Corporate Bonds 2.24% (1.52% of Total Investments) $9,811,500

(Cost $10,362,033)
Energy 2.24% 9,811,500

0il, Gas & Consumable Fuels 2.24%
Southern Union Company (7.200% to
11-1-11, then 3 month LIBOR +
3.018%) (L)(2) 7.200 11-01-66  $10,550,000 9,811,500

See notes to financial statements Annual report | Preferred Income Fund Il 11




Par value Value

Short-Term Investments 2.74% (1.85% of Total Investments) $12,000,000

(Cost $12,000,000)

Repurchase Agreement 2.74% 12,000,000
Repurchase Agreement with State Street Corp.

dated 7-29-11 at 0.010% to be repurchased

at $12,000,010 on 8-1-11, collateralized by

$12,075,000 Federal Home Loan Mortgage

Corp., 1.750% due 6-15-12 (valued at

$12,241,031, including interest). $12,000,000 12,000,000
Total investments (Cost $652,880,282)t 147.69% $647,555,773

Other assets and liabilities, net (47.69%) ($209,090,205)

Total net assets 100.00% $438,465,568

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
LIBOR London Interbank Offered Rate

(@) Includes preferred stocks and hybrid securities with characteristics of both equity and debt that pay dividends
on a periodic basis.

(b) Includes hybrid securities with characteristics of both equity and debt that trade with, and pay, interest income.
(I) Non-income producing security.

(L) All ora portion of this security is on loan as of 7-31-11, and is part of segregated collateral pursuant to the
Committed Facility Agreement. Total value of securities on loan at 7-31-11 was $192,250,008.

(S) This security is exempt from registration under Rule 144A of the Securities Act of 1933. Such a security may be
resold, normally to qualified institutional buyers, in transactions exempt from registration.

(Z) Allora portion of this security is segregated as collateral pursuant to the Committed Facility Agreement. Total
collateral value at 7-31-11 was $439,277,270.

t At 7-31-11, the aggregate cost of investment securities for federal income tax purposes was $653,116,400.
Net unrealized depreciation aggregated $5,560,627, of which $26,848,637 related to appreciated investment
securities and $32,409,264 related to depreciated investment securities.

The Fund had the following country concentration as a percentage of total investments on 7-31-11:

United States 84%
United Kingdom 5%
Canada 4%
Netherlands 4%
Switzerland 2%
Bermuda 1%
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Financial statements

. g, m
Statement of assets and liabilities 7-31-11 =
>
This Statement of assets and liabilities is the Fund’s balance sheet. It shows the value i
of what the Fund owns, is due and owes. You’ll also find the net asset value for each >
common share. -
wv
—
>
pssets | m
m
Investments, at value (Cost $652,880,282) $647,555,773 E
Cash 14,280,144 =
Dividends and interest receivable 2,030,013 =
Other receivables and prepaid expenses 48,536 o
Total assets 663,914,466
Committed facility agreement payable (Note 8) 222,300,000
Payable for investments purchased 2,977,793
Interest payable (Note 8) 22,578
Payable to affiliates
Accounting and legal services fees 11,000
Trustees’ fees 28,594
Other liabilities and accrued expenses 108,933
Total liabilities 225,448,898
Capital paid-in $496,214,175
Undistributed net investment income 2,094,391
Accumulated net realized loss on investments and swap agreements (54,518,489)
Net unrealized appreciation (depreciation) on investments (5,324,509)
Net assets $438,465,568

Net asset value per share

Based on 21,182,284 shares of beneficial interest outstanding — unlimited
number of shares authorized with no par value $20.70
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Statement of operations for the year ended 7-31-11

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

STATEMENTS

the period stated.

-

=

(@)

=

<

=

= Dividends $41,840,050
Interest 1,924,545
Total investment income 43,764,595

Investment management fees (Note 5) 4,847,410
Accounting and legal services fees (Note 5) 61,674
Transfer agent fees 32,833

Trustees’ fees (Note 5) 56,596
Printing and postage 83,865
Professional fees 114,831

Custodian fees 67,757
Interest expense (Note 8) 2,262,056
Stock exchange listing fees 23,624
Other 54,336
Total expenses 7,604,982
Less expense reductions (Note 5) (104,884)
Net expenses 7,500,098
Net investment income 36,264,497

Realized and unrealized gain (loss)

Net realized gain (loss) on

Investments 428,414
Swap contracts (Note 3) (2,312,932)
(1,884,518)
Change in net unrealized appreciation (depreciation) of
Investments 19,854,617
Swap contracts (Note 3) 2,288,123
22,142,740
Net realized and unrealized gain 20,258,222
Increase in net assets from operations $56,522,719
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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, if any.

-
=
>
=
(@}
>
L
wvm
—
>
—
m
=
m
=
—
wv

Year Year
ended ended
7-31-11 7-31-10

Increase (decrease) in net assets

From operations

Net investment income $36,264,497 $35,911,904
Net realized loss (1,884,518) (3,630,649)
Change in net unrealized appreciation (depreciation) 22,142,740 70,171,138
Increase in net assets resulting from operations 56,522,719 102,452,393
Distributions to shareholders
From net investment income (32,535,988)  (31,519,239)
Total increase 23,986,731 70,933,154
Beginning of year 414,478,837 343,545,683
End of year $438,465,568 $414,478,837
Undistributed (accumulated distributions in excess of)

net investment income $2,094,391 ($19,074)
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Statement of cash flows 7-31-11

This Statement of cash flows shows cash flow from operating and financing activities for
the period stated.

STATEMENTS

—

<t

)

=

<2( For the

- year ended

== 7-31-11
Net increase in net assets from operations $56,522,719
Adjustments to reconcile net increase in net assets from operations to net

cash provided by operating activities:

Long-term investments purchased (130,453,625)
Long-term investments sold 114,439,225
Decrease in short-term investments 8,898,649
Net amortization of premium (discount) 29,131
Increase in dividends and interest receivable (723,669)
Increase in payable for investments purchased 2,656,648
Decrease in receivable for investments sold 1,000,339
Increase in other receivables and prepaid expenses (6,843)
Decrease in unrealized depreciation of swap contracts (2,288,123)
Increase in payable to affiliates 11,337
Increase in interest payable 2,646
Decrease in other liabilities and accrued expenses (28,751)
Net change in unrealized (appreciation) depreciation on investments (19,854,617)
Net realized gain on investments (428,414)

Net cash provided by operating activities $29,776,652

Cash flows from financing activities

Borrowings from committed facility agreement 17,000,000
Distributions to shareholders (32,535,988)
Net cash used by financing activities ($15,535,988)
Net increase in cash $14,240,664
Cash at beginning of year $39,480
Cash at end of year $14,280,144
Cash paid for interest $2,259,410
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Financial highlights

The Financial highlights show how the Fund'’s net asset value for a share has changed
since the end of the previous period.

COMMON SHARES Period ended 7-31-11 7-31-10 7-31-09 7-31-08 7-31-07
Net asset value, beginning of year $19.57 $16.22 $18.26 $23.08 $23.98
Net investment income' 1.71 1.70 1.62 2.08 2.24
Net realized and unrealized gain (loss) on investments 0.96 3.14  (1.95) (4.56) (0.24)
Distributions to Auction Preferred Shares (APS) — — —  (0.47) 0.61)
Total from investment operations 2.67 4.84 (0.33) (2.95) 1.39
Less distributions to common shareholders

From net investment income (1.54) (1.49) (1.51) (1.84) (1.86)
From net realized gain — — —  (0.01) (0.43)
From tax return of capital — — (0.20) (0.02) —
Total distributions (1.54) (1.49) (1.71) (1.87) (2.29)
Net asset value, end of year $20.70 $19.57 $16.22 $18.26 $23.08
Per share market value, end of year $20.05 $18.75 $16.06 $17.43 $22.64
Total return at net asset value (%)*? 14.37 31.61 1.15 (13.31) 5.70
Total return at market value (%) 15.62 27.35 4.92 (15.65) 5.58

Ratios and supplemental data

Net assets applicable to common shares, end of year

(in millions) $438 $414 $344 $386 $488
Ratios (as a percentage of average net assets):

Expenses before reductions (excluding

interest expense) 1.23 1.29 1.37 1.42 1.34
Interest expense (Note 8) 0.52 0.60 1.18 0.30 —
Expenses before reductions (including
interest expense) 1.75 1.89 2.55 1.72 1.344
Expenses net of reductions (excluding
interest expense) 1.20 1.20 1.19 1.16 1.05
Expenses net of reductions (including
interest expense) 1.72 1.80 2.37 1.46 1.05°
Net investment income 8.34 9.47 1216 9.94 9.18°
Portfolio turnover (%) 18 10 15 10 19
Total value of APS outstanding (in millions) — — — —’ $254
Involuntary liquidation preference per unit

(in thousands) — — — — $25
Average market value per unit (in thousands) — — — — $25
Asset coverage per unit® = — — — $72,354
Total debt outstanding end of year (in millions)

(Note 8) $222  $205 $170 %184 —
Asset coverage per $1,000 of APS® — — — —  $2,919
Asset coverage per $1,000 of debt'® $2,972 $3,019 $3,024 $3,097 —
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"Based on the average daily shares outstanding.

“Total returns would have been lower had certain expenses not been reduced during the periods shown.

3Total 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 and capital gain
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.

“4Ratios calculated on the basis of gross expenses relative to the average net assets of common shares that do not
take into consideration expense reductions during the periods shown. Without the exclusion of preferred shares, the
annualized ratio of gross expenses would have been 0.90% for the year ended 7-31-07.

®Ratios calculated on the basis of net expenses relative to the average net assets of common shares. Without the
exclusion of preferred shares, the annualized ratio of net expenses would have been 0.70% for the year ended
7-31-07.

®Ratios calculated on the basis of net investment income relative to the average net assets of common shares.
Without the exclusion of preferred shares, the annualized ratio of net investment income would have been 6.15%
for the year ended 7-31-07.

’In May 2008, the Fund entered into a Committed Facility Agreement with a third-party financial institution in order
to redeem the APS. The redemption of all APS was completed on 5-28-08.

8Calculated by subtracting the Fund’s total liabilities from the Fund’s total assets and dividing that amount by the
number of APS outstanding as of the applicable 1940 Act Evaluation Date, which may differ from the financial
reporting date.

° Asset coverage equals the total net assets plus APS divided by the APS of the Fund outstanding at period end.

1% Asset coverage equals the total net assets plus borrowings divided by the borrowings of the Fund outstanding at
period end (Note 8).
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Notes to financial statements

Note 1 — Organization

John Hancock Preferred Income Fund II (the Fund) is a closed-end diversified management
investment company organized as a Massachusetts business trust and registered under the
Investment Company Act of 1940, as amended (the 1940 Act). The Fund commenced operations
on November 29, 2002.

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 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. 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,
changes in interest rates and credit quality. The inputs or methodology used for valuing securities
are not necessarily an indication of the risk associated with investing in those securities.
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The following is a summary of the values by input classification of the Fund’s investments as of
July 31, 2011, by major security category or type:

LEVEL 2 LEVEL 3
SIGNIFICANT SIGNIFICANT
TOTAL MARKET LEVEL 1 OBSERVABLE UNOBSERVABLE
VALUE AT 7-31-11 QUOTED PRICE INPUTS INPUTS
Preferred Securities
Consumer Discretionary $44,579,926 $44,579,926 — —
Consumer Staples 14,670,000 — $14,670,000 —
Energy 34,493,578 34,493,578 — —
Financials 314,048,799 314,047,347 1,452 —
Telecommunication Services 45,592,684 45,592,684 — —
Utilities 143,370,319 131,059,931 12,310,388 —
Capital Preferred Securities
Utilities 13,870,758 — 13,870,758 —
Common Stocks
Telecommunication Services 5,805,204 5,805,204 — —
Utilities 9,313,005 9,313,005 — —
Corporate Bonds
Energy 9,811,500 — 9,811,500 —
Short-Term Investments 12,000,000 — 12,000,000 —
Total Investments
in Securities $647,555,773 $584,891,675 $62,664,098 —

Changes in valuation techniques may result in transfers in or out of an assigned level within the
disclosure hierarchy. During the year ended July 31, 2011, there were no significant transfers in or
out of Level 1 or Level 2 assets.

In order to value the securities, the Fund uses the following valuation techniques. Equity securities,
including exchange-traded funds, 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 securities are valued using the

last quoted bid or evaluated price. Debt obligations are valued based on the evaluated prices
provided by an independent pricing service, which utilizes both dealer-supplied and electronic
data processing techniques, taking into account factors such as institutional-size trading in similar
groups of securities, yield, quality, coupon rate, maturity, type of issue, trading characteristics and
other market data. Foreign securities and currencies are valued in U.S. dollars, based on foreign
currency exchange rates supplied by an independent pricing service. 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 market quotations are not readily 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. Generally, trading in non-U.S. securities is substantially
completed each day at various times prior to the close of trading on the NYSE. Significant

market events that affect the values of non-U.S. securities may occur between the time when the
valuation of the securities is generally determined and the close of the NYSE. During significant
market events, these securities will be valued at fair value, as determined in good faith, following
procedures established by the Board of Trustees. The Fund may use a fair valuation model to value
non-U.S. securities in order to adjust for events which may occur between the close of foreign
exchanges and the close of the NYSE.

20 Preferred Income Fund Il | Annual report




New accounting pronouncement. In May 2011, Accounting Standards Update 2011-04 (ASU
2011-04), Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in
U.S. GAAP and IFRSs, was issued and is effective during interim and annual periods beginning
after December 15,2011. ASU 2011-04 amends Financial Accounting Standards Board (FASB)
Topic 820, Fair Value Measurement. The amendments are the result of the work by the FASB and
the International Accounting Standards Board to develop common requirements for measuring
fair value and for disclosing information about fair value measurements in accordance with GAAP,
Management is currently evaluating the application of ASU 2011-04 and its impact, if any, on the
Fund’s financial statements.

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
Funds 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.

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. Gains and losses on securities sold are determined on the basis of identified
cost and may include proceeds from litigation. 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 is recorded when the Fund becomes aware of the dividends. Interest
income includes coupon interest and amortization/accretion of premiums/discounts on debt
securities. Debt obligations may be placed in a non-accrual status and related interest income may
be reduced by stopping current accruals and writing off interest receivable when the collection of all
or a portion of interest has become doubtful.

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 has a lien, security interest or security
entitlement in any Fund property, that is not segregated, to the maximum extent permitted by law
to the extent of any overdraft.

Expenses. The majority of expenses are directly attributable to an individual 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 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.

For federal income tax purposes, the Fund has a capital loss carryforward of $54,282,371 available
to offset future net realized capital gains as of July 31, 2011. The loss carryforward expires as
follows: July 31,2017 — $47,190,246 and July 31, 2018 — $7,092,125.

Under the Regulated Investment Company Modernization Act of 2010, the Fund will be permitted
to carry forward capital losses incurred in taxable years beginning after December 22, 2010 for an
unlimited period. However, any losses incurred during those future taxable years will be required
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to be utilized prior to the losses incurred in pre-enactment taxable years. As a result of this ordering
rule, pre-enactment capital loss carryforwards may be more likely to expire unused. Additionally,
post-enactment 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.

As of July 31, 2011, the Fund had no uncertain tax positions that would require financial statement
recognition, derecognition or disclosure. The Fund’ federal tax returns are subject to examination
by the Internal Revenue Service for a period of three years.

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
dividends monthly and capital gain distributions, if any, annually. The tax character of distributions
for the years ended July 31,2011 and July 31, 2010 was as follows:

JULY 31, 2011 JULY 31, 2010
Ordinary Income $32,535,988 $31,519,239

As of July 31, 2011, the component of distributable earnings on a tax basis included $2,113,927 of
undistributed ordinary income.

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 accounts within 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 derivative transactions, amortization and accretion on debt securities, and
investments in real estate investment trust.

Statement of cash flows. Information on financial transactions that have been settled through the
receipt and disbursement of cash is presented in the Statement of cash flows. The cash amount shown
in the Statement of cash flows is the amount included in the Fund’s Statement of assets and liabilities
and represents the cash on hand at its custodian and does not include any short-term investments.

Note 3 — Derivative instruments

The Fund may invest in derivatives in order to meet its investment objectives. The use of derivatives
may involve risks different from, or potentially greater than, the risks associated with investing
directly in securities. Specifically, derivatives expose the Fund 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.

Interest rate swaps. Interest rate swaps represent an agreement between a Fund and counterparty
to exchange cash flows based on the difference between two interest rates applied to a notional
amount. The payment flows are usually netted against each other, with the difference being paid
by one party to the other. The Fund settles accrued net interest receivable or payable under the
swap contracts on a periodic basis. Upfront payments made/received by the Fund are amortized/
accreted for financial reporting purposes, with the unamortized/unaccreted portion included in the
Statement of assets and liabilities. Swaps are marked-to-market daily based upon values from third
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party vendors or broker quotations, and the change in value is recorded as unrealized appreciation/
depreciation of swap contracts. A termination payment by the counterparty or the Fund is recorded
as realized gain or loss, as well as the net periodic payments received or paid by a Fund.

Entering into swap agreements involves, to varying degrees, elements of credit, market and
documentation risk that may amount to values that are in excess of the amounts recognized on

the Statement of assets and liabilities. Such risks involve the possibility that there will be no liquid
market for the swap, that a counterparty may default on its obligation or delay payment under the
swap terms. The counterparty may disagree or contest the terms of the swap. Market risks may also
accompany the swap, including interest rate risk. The Fund may also suffer losses if it is unable to
terminate or assign outstanding swaps or reduce its exposure through offsetting transactions.

There were no open interest rate swaps at July 31, 2011.

Effect of derivative instruments on the Statement of operations

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 July 31,2011:

STATEMENT OF OPERATIONS SWAP
RISK LOCATION CONTRACTS
Interest rate contracts Net realized loss ($2,312,932)

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 July 31, 2011:

STATEMENT OF OPERATIONS SWAP
RISK LOCATION CONTRACTS
Interest rate contracts Change in unrealized appreciation $2,288,123
(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 (MFC).

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 0.75% of the Fund’s average daily managed assets including any assets attributable to

the Committed Facility Agreement (see Note 8) (collectively, managed assets). The Adviser has

a subadvisory agreement with John Hancock Asset Management a division of Manulife Asset
Management (US) LLC (formerly MFC Global Investment Management (U.S.), LLC), an indirectly
owned subsidiary of MFC and an affiliate of the Adviser. The Fund is not responsible for payment
of the subadvisory fees.
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At inception of the Fund, the Adviser contractually agreed to waive a portion of its advisory fee. The
Adviser agreed that, until the fifth anniversary of the investment advisory agreement, the Adviser
would limit its advisory fee to 0.55% of average daily managed assets, in the sixth year to 0.60% of
average daily managed assets, in the seventh year to 0.65% of average daily managed assets, and in
the eighth year to 0.70% of average daily managed assets. After the eighth year, the Adviser would
no longer waive a portion of its advisory fee. Effective November 29, 2010, the limitation expired.
Accordingly, the expense reductions for the year ended July 31, 2011 amounted to $104,884.

The investment management fees incurred for the year ended July 31, 2011 were equivalent to an
annual net effective rate of 0.73% of the Fund’ average daily managed assets.

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 of 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 July 31, 2011 amounted to an annual rate of 0.01% of the Fund’s
average daily managed assets.

Trustee expenses. The Fund compensates each Trustee who is not an employee of the Adviser or
its affiliates. These Trustees may, for tax purposes, elect to defer receipt of this compensation under
the John Hancock Group of Funds Deferred Compensation Plan (the Plan). Deferred amounts are
invested in various John Hancock funds and remain in the funds until distributed in accordance
with the Plan. 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.

Note 6 — Fund share transactions
The Fund is authorized to issue an unlimited number of common shares with no par value. There
were no share transactions for the years ended July 31, 2011 and July 31, 2010.

Note 7 — Leverage risk

The Fund utilizes a Committed Facility Agreement (CFA) to increase its assets available for
investment. When the Fund leverages its assets, common shareholders bear the fees associated
with the facility and have the potential to benefit or be disadvantaged from the use of leverage.
The Adviser’s fee is also increased in dollar terms from the use of leverage. Consequently, the
Fund and the Adviser may have differing interests in determining whether to leverage the Fund’s
assets. Leverage creates risks that may adversely affect the return for the holders of common
shares including:

* the likelihood of greater volatility of net asset value and market price of common shares
e fluctuations in the interest rate paid for the use of the credit facility
* increased operating costs, which may reduce the Funds total return

* the potential for a decline in the value of an investment acquired through leverage, while the
Funds obligations under such leverage remains fixed

* the Fund is more likely to have to sell securities in a volatile market in order to meet asset
coverage or other debt compliance requirements

To the extent the income or capital appreciation derived from securities purchased with funds
received from leverage exceeds the cost of leverage, the Fund’s return will be greater than if leverage
had not been used, conversely, returns would be lower if the cost of the leverage exceeds the income
or capital appreciation derived.
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In addition to the risks created by the Fund’s use of leverage, the Fund is subject to the risk that

it would be unable to timely, or at all, obtain replacement financing if the CFA is terminated.
Were this to happen, the Fund would be required to de-leverage, selling securities at a potentially
inopportune time and incurring tax consequences. Further, the Funds ability to generate income
from the use of leverage would be adversely affected.

Note 8 — Committed facility agreement

The Fund has entered into the CFA with a subsidiary of BNP Paribas (BNP) that allows it to borrow
up to $231 million and to invest the borrowings in accordance with its investment practices. Prior
to April 29, 2011, the Fund could borrow up to $208 million under the CFA.

Borrowings under the CFA are secured by the assets of the Fund as disclosed in the Funds
investments. Interest charged is at the rate of one month LIBOR (reset daily) plus 0.70% and is
payable monthly. Prior to April 29, 2011, the interest rate was one-month LIBOR (reset daily) plus
0.85%. The Fund also pays a commitment fee of 0.60% per annum on the unused portion of the
facility. The commitment fee for the year ended July 31, 2011 totaled $14,943 and is included in
Interest expense in the Statement of operations. As of July 31, 2011, the Fund had borrowings of
$222,300,000 at an interest rate of 0.89%, which are reflected in the CFA payable on the Statement of
assets and liabilities. During the year ended July 31, 2011, the average borrowing under the CFA and
the effective average interest rate were $211,466,849 and 1.05%, respectively.

The Fund may terminate the CFA with 90 days’ notice and, if the Board of Trustees determines
that the elimination of all indebtedness leveraging the Fund’s investments is in the best interests of
the Fund’ shareholders, the Fund may terminate the agreement with 30 days’ notice. In addition,
if certain asset coverage and collateral requirements, minimum net assets or other covenants are
not met, the CFA could be deemed in default and result in termination. Absent a default or facility
termination event, BNP is required to provide the Fund with 270 days’ notice prior to terminating
or amending the CFA.

The Fund has an agreement with BNP that allows BNP to borrow a portion of the pledged
collateral (Lent Securities) in an amount not to exceed the lesser of: (i) outstanding borrowings
owed by the Fund to BNP and (ii) thirty-three and one-third percent of the Fund’ total assets.
The Fund can designate any security within the pledged collateral as ineligible to be a Lent
Security and can recall any of the Lent Securities. The Fund also has the right to apply and set-off
an amount equal to one-hundred percent (100%) of the then-current fair market value of such
Lent Securities against the current borrowings under the CFA in the event that BNP fails to timely
return the Lent Securities and in certain other circumstances. In such circumstances, however, the
Fund may not be able to obtain replacement financing required to purchase replacement securities
and, consequently, the Fund’s income generating potential may decrease. Even if the Fund is

able to obtain replacement financing, it might not be able to purchase replacement securities

at favorable prices. Income earned from Lent Securities is recorded as a component of interest
income on the Statement of operations. During the year ended July 31, 2011, the Fund recorded
$72,568 in income on Lent Securities.

Note 9 — Purchase and sale of securities

Purchases and sales of securities, other than short-term securities, aggregated $130,453,625 and
$114,439,225, respectively, for the year ended July 31, 2011.
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Auditors’ report

Report of Independent Registered Public Accounting Firm

To the Board of Trustees and Shareholders of John Hancock Preferred Income Fund II:

In our opinion, the accompanying statement of assets and liabilities, including the schedule

of investments, and the related statements of operations, of changes in net assets and of cash
flows and the financial highlights present fairly, in all material respects, the financial position

of John Hancock Preferred Income Fund II (the “Fund”) at July 31, 2011, and the results of its
operations, the changes in its net assets, its cash flows 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 audits

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 management, and evaluating the overall financial statement presentation.

We believe that our audits, which included confirmation of securities at July 31, 2011 by
correspondence with the custodian and 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
September 23, 2011
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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 July 31, 2011.

With respect to the ordinary dividends paid by the Fund for the fiscal year ended
July 31, 2011, the Fund designates the maximum amount allowable for the corporate
dividends-received deduction.

The Fund hereby designates 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. This
amount will be reflected on Form 1099-DIV for the calendar year 2011.

Shareholders will be mailed a 2011 Form 1099-DIV in January 2012. This Form will reflect the
total of all distributions for calendar year 2011.
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Additional information

Investment objective and policy

The Fund’s primary investment objective is to provide a high level of current income, consistent with
preservation of capital. The Fund’s secondary investment objective is to provide growth of capital to
the extent consistent with its primary investment objective. The Fund seeks to achieve its objectives
by investing in securities that, in the opinion of the Adviser, may be undervalued relative to similar
securities in the marketplace.

Under normal market conditions, the Fund invests at least 80% of its assets (net assets plus bor-
rowings for investment purposes) in preferred stocks and other preferred securities, including
convertible preferred securities. In addition, the Fund invests 25% or more of its total assets in

the industries comprising the utilities sector, and at least 80% of its total assets in preferred securi-
ties and other fixed-income securities which are rated investment grade or higher by Moody’ or
Standard & Poor’s at the time of investment or in unrated securities determined by the Adviser to be
of comparable credit quality.

Effective March 9, 2011, the Board of Trustees amended the Fund’ investment policy regarding the
use of reverse repurchase agreement transactions. The new policy provides the following:

Reverse Repurchase Agreements. The Fund may engage in reverse repurchase agreement
transactions to the extent permitted under the Investment Company Act of 1940, as amended
(the “1940 Act”), and related guidance of the Securities and Exchange Commission (the “SEC”)
and its staff. The Fund intends to use reverse repurchase agreements to obtain investment
leverage either alone and/or in combination with other forms of investment leverage. The Fund
may also use reverse repurchase agreement transactions for temporary or emergency purposes.

In a reverse repurchase agreement transaction, the Fund temporarily transfers possession of a
portfolio instrument to another party in return for cash. At the same time, the Fund agrees to
repurchase the instrument at an agreed upon time and price, which reflects an interest payment.
The value of the portfolio securities transferred may substantially exceed the purchase price
received by the Fund under the reverse repurchase agreement transaction and, during the life of
the reverse repurchase agreement transaction, the Fund may be required to transfer additional
securities if the market value of those securities initially transferred declines. In engaging in a
reverse repurchase transaction, the Fund may transfer (“sell”) any of its portfolio securities to a
broker-dealer, bank or another financial institution counterparty as determined by the Adviser to
be appropriate. In accordance with guidance from the SEC and its staff from time to time in effect,
the Fund will earmark or segregate liquid assets equal to repayment obligations under the reverse
repurchase agreements. When the Fund enters into a reverse repurchase agreement transaction, any
fluctuations in the market value of either the securities transferred to another party or the securities
in which the proceeds may be invested would affect the market value of the Funds assets. As a
result, such transactions may increase fluctuations in the market value of the Fund’s assets.

Reverse Repurchase Agreement Risks. Reverse repurchase agreement transactions involve the
risk that the market value of the securities that the Fund is obligated to repurchase under such
agreements may decline below the repurchase price. Any fluctuations in the market value of either
the securities transferred to the other party or the securities in which the proceeds may be invested
would affect the market value of the Fund’s assets, thereby potentially increasing fluctuations in the
market value of the Fund’s assets. In the event the buyer of securities under a reverse repurchase
agreement files for bankruptey or becomes insolvent, the Fund’s use of proceeds received under
the agreement may be restricted pending a determination by the other party, or its trustee or
receiver, whether to enforce the Fund’s obligation to repurchase the securities. In addition, reverse
repurchase agreement transactions are techniques involving leverage, and accordingly, segregation
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requirements apply. To the extent that the amount of cash and liquid securities required to be
segregated increases, the Fund may be required to sell portfolio securities at prices that may be
disadvantageous to the Fund.

Dividends and distributions
During the year ended July 31, 2011, dividends from net investment income totaling $1.5360 per
share were paid to shareholders. The dates of payments and amounts per share are as follows:

INCOME
PAYMENT DATE DIVIDEND
August 31, 2010 $0.1240
September 30, 2010 0.1240
October 29, 2010 0.1240
November 30, 2010 0.1240
December 31, 2010 0.1240
January 31, 2011 0.1240
February 28, 2011 0.1240
March 31, 2011 0.1240
April 29, 2011 0.1240
May 31, 2011 0.1400
June 30, 2011 0.1400
July 29, 2011 0.1400
Total $1.5360

Dividend reinvestment plan
The Board of Trustees approved certain amendments to the Fund’s Dividend Reinvestment
Plan. The Dividend Reinvestment Plan that is in effect as of July 1, 2011 is described below.

Pursuant to the Fund’s Dividend Reinvestment Plan (the Plan), distributions of dividends and
capital gains are automatically reinvested in common shares of the Fund by The Bank of New York
Mellon (the Plan Agent). Every shareholder holding at least one full share of the Fund is entitled

to participate in the Plan. In addition, every shareholder who became a shareholder of the Fund
after June 30, 2011 and holds at least one full share of the Fund will be automatically enrolled in
the Plan. 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
NAYV 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.

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.
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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 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.bnymellon.com/shareowner/equityaccess. 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.bnymellon.com/shareowner/equityaccess. 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.bnymellon.com/shareowner/equityaccess. 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 o