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DISCLOSURE STATEMENT 
This document was prepared exclusively for the benefit and internal use of the party to whom it is directly addressed and delivered (the “Organization”) in order to 
assist the Organization in evaluating certain products or services that may be provided by J.P. Morgan.  
Chase, J.P. Morgan and JPMorgan Chase are marketing names for certain businesses of JPMorgan Chase & Co. and its subsidiaries worldwide (if and as used herein 
may include as applicable employees or officers of any or all of such entities irrespective of the marketing name used). Products and services may be provided by 
commercial bank affiliates, securities affiliates or other J.P. Morgan affiliates or entities. In particular, securities brokerage services other than those which can be 
provided by commercial bank affiliates under applicable law will be provided by registered broker/dealer affiliates such as J.P. Morgan Securities LLC, J.P. Morgan 
Institutional Investments Inc. or by such other affiliates as may be appropriate to provide such services under applicable law. Such securities are not deposits or other 
obligations of any such commercial bank, are not guaranteed by any such commercial bank and are not insured by the Federal Deposit Insurance Corporation. We are 
not responsible for the performance of our partners, their continued service levels, or their ability to provide services. 
The information herein does not purport to set forth all applicable issues and is not intended to constitute advice on legal, tax, investment, accounting, regulatory or 
any other matters. J.P. Morgan makes no representations as to such matters or any other effects of any transaction and shall have no responsibility or liability to you 
with respect thereto. You should consult with your own advisors regarding such matters and the suitability, permissibility and effect of any transaction. In no event shall 
J.P. Morgan nor any of its directors, officers, employees or agents be liable for any use of, for any decision made or action taken in reliance upon, or for any inaccuracies 
or errors in, or omissions from, the information herein. The information herein is not intended as nor shall it be deemed to constitute advice or a recommendation 
regarding the issuance of municipal securities or the use of any municipal financial products. J.P. Morgan is not providing any such advice or acting as the Organization’s 
agent, fiduciary or advisor, including, without limitation, as a Municipal Advisor under Section 15B of the Securities and Exchange Act of 1934, as amended. 

Money Market Funds: 
NOT FDIC INSURED · NO BANK GUARANTEE · MAY LOSE VALUE 

You could lose money by investing in a money market fund. With respect to a money market fund that qualifies as a “retail” or “government” money market fund under 
applicable money market fund regulations, although the money market fund seeks to preserve the value of your investment at $1.00 per share, it cannot guarantee it 
will do so. In the case of a money market fund that does not qualify as a “retail” or “government” money market fund, because the share price of the money market 
fund will fluctuate, when you sell your shares they may be worth more or less than what you originally paid for them. If a money market fund does not qualify as a 
“government” money market fund, effective October 14, 2016, the money market fund may impose a fee upon sale of your shares or may temporarily suspend your 
ability to sell shares if the money market fund’s liquidity falls below required minimums because of market conditions or other factors. An investment in a money market 
fund is not insured or guaranteed by the Federal Deposit Insurance Corporation (FDIC) or any other government agency. A money market fund’s sponsor has no legal 
obligation to provide financial support to the fund, and you should not expect that the sponsor will provide financial support to the fund at any time.  
For J.P. Morgan Funds – Call 1-800-766-7722 for a fund prospectus. You can also visit us online at www.jpmorganfunds.com. Investors should carefully consider the 
investment objectives and risk as well as charges and expenses of the mutual fund before investing. The prospectus contains this and other information about the 
mutual fund. Read the prospectus carefully before investing. JPMorgan Funds are distributed by JPMorgan Distribution Services, Inc., which is a subsidiary of JPMorgan 
Chase & Co. JPMorgan Chase Bank, N.A. may receive compensation from the fund, the management company for the fund and/or the distributor of the fund for 
providing services as described in the prospectus for the funds. Affiliates of JPMorgan Chase & Co. also receive fees for providing various services to the funds. 
Securities may be provided by J.P. Morgan Institutional Investments, Inc., member FINRA/SIPC. 
For Third Party Funds – The distributors of the third party funds are not affiliated with J.P. Morgan. J.P. Morgan may receive compensation from a third party fund, the 
management company for the third party fund and/or the distributor of a third party fund for providing services as described in the prospectus for the funds. 
For all Funds – Carefully consider a fund’s investment objectives, risks, charges and expenses before investing. This and other important information is included in the 
fund’s prospectus, which should be read carefully before investing. Prospectuses for mutual funds can be obtained by contacting your relationship manager. 
This proposal is subject to and conditioned upon a mutually agreeable contract between the Organization and J.P. Morgan. J.P. Morgan also requires execution of all 
applicable product and service agreements. Implementation of products and services is subject to and conditioned upon the condition of satisfactory completion of 
J.P. Morgan’s “Know Your Customer” due diligence and meeting product requirements. These steps are included in J.P. Morgan’s client onboarding process. 
This document may contain information that is confidential and/or proprietary to J.P. Morgan, which may only be used in order to evaluate the products and services 
described herein and may not be disclosed to any other person. Such information is marked “confidential” and may not be copied, published or used, in whole or in 
part, for any purpose other than as expressly authorized by J.P. Morgan.  
To help the United States government fight the funding of terrorism and money laundering activities, U.S. law (Section 326 of the USA PATRIOT Act) requires banks 
and certain other financial institutions to obtain, verify, and record information that identifies each client that opens an account. What this means for our clients: Before 
opening a new account, we will require you to provide name, address, taxpayer identification number, and other information and/or documentation that will allow us to 
identify the account owner(s), as required by law. 
Please note that we do not issue cards and prohibit use of our cards in any country against which the United States has imposed sanctions. A current list of such 
sanctioned countries, as well as information about sanctions, is available on the U.S. Department of the Treasury website: treas.gov/offices/enforcement/ofac. 
J.P. Morgan is licensed under U.S. Pat Nos. 5,910,988 and 6,032,137. 
PaymentNet® is a registered trademark of JPMorgan Chase & Co. MasterCard® and smartdata.gen2™ are trademarks of MasterCard International. Visa® is a 
registered trademark of Visa Inc. Microsoft®, Excel®, and Internet Explorer® are registered trademarks of Microsoft Corporation. Adobe Acrobat® is a registered 
trademark of Adobe Systems Incorporated. JPMorgan Chase Bank, N.A., is licensed under U.S. Pat. Nos. 5,910,988 and 6,032,137. 
If this is a Commercial Card product proposal, this proposal is valid for 365 days from August 3, 2018. J.P. Morgan reserves the right to amend this proposal thereafter.”  
All trademarks, trade names and service marks appearing herein are the property of their respective owners. 
This document does not constitute a commitment by any J.P. Morgan entity to extend or arrange credit. 
© 2018 JPMorgan Chase & Co. All Rights Reserved. JPMorgan Chase Bank, N.A. Member FDIC. 

 

J.P. Morgan supports sustainable business practices and adheres to the principles of environmental sustainability wherever possible. 
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Tab A. Transmittal Letter 

August 3, 2018 

Joshua Berkow 
Director of Debt and Cash Management 
State of Delaware 
Office of the State Treasurer 
820 Silver Lake Boulevard, Suite 100 
Dover, DE 19904 

RE:  Request for Proposal for Professional Services (Banking),  
Contract Number: TRE18101-BANKINGSVC 

 

Dear Joshua: 
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Solution Overview 
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Tab B: Questionnaire(s) 

Provide a detailed set of responses to the questions posed in Attachment 1 (A-E). All Vendors must 
respond to Attachment 1. Attachments 1A – 1E only need responded to if Vendor is proposing for that 
service. Responses should be both complete and concise. 

Attachment 1: Vendor Questionnaire 

ALL Firms must complete Attachment 1 

A. Vendor Background & General Information 

1.  History/Values. Describe in detail the history of your firm, including your founding values and 
core principles. 

History of Our Firm 
JPMorgan Chase’s corporate headquarters are in New York City. Our major legacy 
institutions—J.P. Morgan, Chase Manhattan, Chemical, Manufacturers Hanover, Bank One, 
First National Bank of Chicago and National Bank of Detroit—contributed significantly to the 
development of communities worldwide. Our corporate history is intertwined with innovations 
in finance and the globalization of the world economy. 

The story of JPMorgan Chase and our legacy institutions reaches back more than 200 years 
with the founding of our earliest predecessor in 1799.  

Historical Overview 

 

Figure 1 
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Founding Values 
About 70 years ago, one of our firm’s leaders, J.P. Morgan, Jr., was called before Congress 
and asked to explain actions of the firm during the financial crisis of the 1930s. During his 
testimony, he said: 

“I should state that at all times the idea of doing only first-class business and that in a first-
class way, has been before our minds. We have never been satisfied with simply keeping 
within the law, but have constantly sought so to act that we might fully observe the 
professional code, and so maintain the credit and reputation which has been handed down to 
us from our predecessors in the firm.” J.P. Morgan, Jr. 

Core Principles 
Today, we continue to focus on our core values in how we do business. Our mission focuses 
on inclusive growth, in order to enable more people to share in the rewards of a growing 
economy: 

● Fostering collaboration: Forging partnerships among businesses, government and 
nonprofits to solve complex problems. 

● Investing philanthropic capital: Making long-term investments to test and scale 
innovative programs. 

● Delivering data and analysis: Harnessing the power of data and our firm’s insights 
into the global economy. 

● Leveraging our core business: Deploying capital, providing credit and applying our 
expertise to enable local economic development. 

● Providing skills and expertise: Putting the capabilities of our firm and the 
knowledge of our people to work for our communities. 

● Building capacity: Strengthening the nonprofit sector and the underlying systems 
needed to support sustainable change. 
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JPMorgan Chase’s Core Principles  

 

Figure 2 

Source: JPMorgan Chase & Co.’s April 2018 Corporate Responsibility Report 

2.  Ownership. Describe your Firm’s current ownership structure. Include any pending agreements 
or announced plans to merge, sell or significantly change the ownership structure of the Firm or 
any material portion thereof. Describe any material changes in ownership during the past five 
years. 

As a publicly traded company with approximately four billion shares, JPMorgan Chase & Co. 
has numerous shareholders whose ownership in the company varies from day to day based 
upon the purchase and sale of the stock. Exact ownership varies on any day, but even the 
largest institutional investor in the company owns approximately 5%. Furthermore, due to the 
large number of shares, business transactions and clients, the Bank does not believe that 
any shareholder ownership represents a financial interest that would present a conflict of 
interest in the award of this contract. 

3.  Experience. Describe your Firm’s experience providing similar services for government entities, 
specifically states, if possible. 

J.P. Morgan has more than 30 years’ experience providing services in the RFP to 

government entities with comparable volumes and organizational structure. The individuals 
who will be working with the State have direct experience working with other States and large 
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municipal clients, including those we have provided as references, for these banking 
services. The benefit to you is that we can bring more than just our knowledge of banking 
products and services, but also an understanding of how other government clients manage 
banking relationships and interactions with us. We understand the pros and cons of how 
other clients are organized and how they leverage and use our solutions. We bring this 
insight and experience to the conversations we will have with the State. We want the State to 
benefit from what is optimal for you – we will tell you if something is not a fit equally to what 
could be of value and should be considered even if it means change on your side. 

Experience with Banking Services for State Governments 

Leverage Our Public Sector Expertise to Your Advantage 

 

Figure 3 

 

Committed to Helping State and Local Governments Thrive 
The J.P. Morgan Government Banking team is committed to providing innovative financial 
solutions and personalized client service. We serve government clients in 40 of the 50 states 
and provide financial solutions to all types of government organizations. We leverage 
thoughtful strategies and best practices to empower your organization with the practical, 
workable tools and resources that you need to meet your evolving banking and cash 
management needs. 
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Government-first focus 

Our first-hand knowledge and understanding of today’s challenges comes from having 
supported government agencies and authorities dealing with issues ranging from planning 
and development to tax processing, utilities, finance, procurement, public safety and disaster 
relief. 

Dedicated to understanding your needs 

We serve 2,281 state and local governments in 40 out of the 50 states, and we help them: 

● Manage the burden of over-extended budgets 

● Bridge tax-collection gaps 

● Find customizable equipment financing solutions 

● Manage collection and disbursement of funds and related documentation 

● Address resource constraints and improve operational efficiencies 

● Gain efficiencies and an added level of fraud protection by transitioning from paper to 
electronic payment processing 

Dedicated Government Banking Experts  
We provide financial solutions to all types of state and municipal governments and 
organizations. Our dedicated team of government bankers structure thoughtful strategies and 
keep you updated regarding the current best practices so that the State has the practical 
tools and resources needed to meet today’s budgetary, tax collection, financing and liquidity 
challenges. 

Thought Leadership for Government  

 

Figure 4 
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Benefit from our understanding of today’s challenges and our firm’s firsthand experience 
helping government agencies and authorities manage issues ranging from planning and 
development to tax processing, utilities, finance, procurement, public safety and disaster 
relief. Our bankers are government specialists, and our partners in treasury services, 
merchant services and commercial card all have government experience as well—giving us a 
unique perspective into your business and industry. 

 

  

4.  Credit Ratings. Complete the following table with current credit ratings by Standard & Poor’s 
Rating Services and Moody’s Investor Services. If the Firm is not rated by these organizations, 
provide other evidence of the Firm’s financial strength. 

The following ratings are as of June 30, 2018. 

 Standard & Poor’s Rating  Moody’s Investor Services  

Firm / Bank    

Short-Term Unsecured Senior Debt A-2 P-2 

Long-Term Unsecured Senior Debt A- A3 

Bank Holding Company    

Short-Term Unsecured Senior Debt A-1 P-1 

Long-Term Unsecured Senior Debt A+ Aa3 

 

5.  Coverage Ratio. Discuss the Firm’s current capital structure, adequacy and coverage. Provide 
the following statistics for the last reporting period. 

a.  Total Risk Based Capital Ratio: 14.7% 

b.  Tier 1 Risk Based Capital Ratio: 13.8% 

c.  Tier 1 Leverage Capital Ratio: 8.7% 

6.  FDIC Call Report. Include an electronic copy of the most recent Federal Deposit Insurance 
Corporation (“FDIC”) call report. 

Please find an electronic copy of JPMorgan Chase Bank’s FDIC call report in Appendix 1. It 
can also be found online at https://cdr.ffiec.gov/public/. 
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7.  Community Reinvestment Act. Describe your Firm’s participation in the community 
reinvestment program, including your current national and state Community Reinvestment Act 
(“CRA”) rating. 

JPMorgan Chase Bank, N.A. is committed to the 
goals of the Community Reinvestment Act (CRA) 
and to community service. On its most recent 
CRA exam conducted by the Comptroller of the 
Currency, the bank’s overall CRA performance 
was rated “Satisfactory.” 

The major factors that support the most recent 
CRA rating include:  

● JPMorgan Chase’s over all lending performance was considered good. The volume 
and responsiveness of community development lending had a significant positive 
impact. Additionally, the volume of the bank’s mortgage loans and CRA-eligible small 
business loans was generally excellent. 

● JPMorgan Chase’s overall investment performance was considered excellent. The 
volume of investments was considered excellent. The bank demonstrated leadership 
through its significant involvement in the Low Income Housing Tax Credit program as 
well as through its support of Community Development Financial Institutions. 

● JPMorgan Chase’s overall performance under the service test was considered good. 

 The branch network provided generally good accessibility to geographies and 
individuals of different income levels in the bank’s assessment areas. 

 The bank’s record of opening and closing branch offices improved the 
accessibility of its delivery systems, particularly in low- and moderate-income 
geographies. 

 Branch hours were reasonably consistent across low- and moderate-income 
geographies. 

 Alternative delivery systems (such as ATMs, online and mobile banking) 
improved accessibility for customers residing in low- and moderate-income 
geographies. 

 The level of CD services provided was generally good overall. 

8.  State Presence. How many bank branches does your Firm have in the State of Delaware? 

JPMorgan Chase Bank, N.A. currently has branches in 23 states and ATMs in 26 states.  

Our first branches in Washington, D.C. will open in the fall of 2018. JPMorgan Chase Bank, 
N.A. will be opening 70 new branches in the Greater Washington region, including northern 
Virginia, Washington, D.C. and Maryland.  

As a business practice, we regularly review branch and ATM activity, which may result in 
branch openings and closings, ATM placement or removal, or in the change of branch bank 
or ATM functions. Therefore, branch bank and ATM locations and functions may change from 
time to time. Branch hours are subject to change and will be posted at each branch location. 

SUPPORTING COMMUNITIES 

On its most recent federal Community 
Reinvestment Act (CRA) performance 
examination, JPMorgan Chase Bank 
earned the CRA rating of Satisfactory. 
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9.  Community Based Initiatives. Discuss the Firm’s existing community oriented activities, 
specifically: 

a.  Number of individuals the Firm employs in the State. 

b.  The investment the Firm has made in the State. 

c.  Community outreach program(s) for hiring and/or contracting. 

d.  Existing plans for expanding community based banking and financial services in the 
State of Delaware. 

e.  Any public outreach or financial education programs. 

f.  Support for State businesses, foundations, charities, and residents for the last three 
years with an explanation of the Firm’s level of involvement. 

g.  Describe how the Firm sees its role in economic development and explain how you can 
collaborate with the OST in fulfilling its mission of fostering economic development 
within the State. 

With decades of experience working with all levels of government, including entities like the 
State, our government banking team can guide you in quickly implementing banking services 
that meet your needs. We will work diligently to provide a solution that exceeds your 
expectations. Your J.P. Morgan team has developed expertise through working with federal, 
state and large local government entities. We look forward to addressing your key business 
issues. 

Figure 5 
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10.  Sheltered Harbor. Is the Firm a participant in Sheltered Harbor, the new industry initiative to 
securely store and restore account data? 

J.P. Morgan was one of the leading institutions driving the development and establishment of 
Sheltered Harbor in 2016. In January 2018, the firm began daily storage of retail banking and 
brokerage customer data and is working towards the required audit. 

B. Key Proposed Personnel 
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Figure 7 

 

2.  After the initial transition, how often will the primary relationship manager attend on-site 
meetings with State staff (at minimum quarterly meetings are requested)? Describe a typical 
meeting agenda for this on-site meeting. 
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3.  Describe the Firm’s policy on changing the primary contact person on an account at your 
discretion. 

While we do not anticipate a change in the State’s relationship team at J.P. Morgan, we will 
notify the State promptly if such a change were to occur. If a change occurs, we will make it a 
high priority to help smooth the transition and schedule introductions to the State’s team. 

4.  IT Resources: Will Firm provide a dedicated IT liaison to work on set-up, file transfer, testing and 
troubleshooting / issue resolution? During what hours is technical support available (specify 
time zones)? 

During implementation, a dedicated implementation project manager, David Fleshel, will be 
your primary point of contact for all aspects of implementation. He will engage additional IT 
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professionals as needed to work on set-up, file transfer, testing and troubleshooting/issue 
resolution.  

● One or more technical implementation resources will work with the implementation 
project manager to coordinate setup activities for your data file transmissions. The 
technical implementation resource will assemble a team of production and systems 
experts to work closely with you throughout the process. 

● A connectivity resource will discuss connectivity options, set up and test the 
connectivity link, and send test files.  

C. Pricing & Incentives 
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3.  Are there any additional price breaks or incentives if more than one component is awarded to 
your Firm? 

 
 

D. Electronic Invoicing 

1.  Is the Firm able to provide electronic invoicing as opposed to hard copies via mail? 

The State can view up to 13 months of account analysis statements online or export them in 
Excel, PDF and CSV format. In addition, the State can download statements in a BAI file via 
Access Reports or via Host-to-Host Direct Transmission. Account analysis statements are 
available online starting on the sixth business day after the close of the billing period. 

2.  Would it be possible to send an invoice for the Firm’s services to a centralized email account or 
upload to a State vendor portal? 

In addition to the monthly account analysis statement, J.P. Morgan can provide the State an 
invoice in an EDI 822 file that can be distributed via secure email to a centralized email 
account or direct transmission that could be uploaded to the State’s systems. 

E. Project Management Approach 

It will be the responsibility of the Vendor to lead the transition to the new program. The State will 
collaborate with the Vendor to successfully implement within the negotiated time frame. 
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1.  Please describe the Vendor’s philosophy, methodology, and approach to this implementation 
project and to project management. 

An implementation project manager, , will be assigned to serve as the State’s 
primary point of contact throughout the process. Your implementation project manager, who 
has end-to-end ownership and accountability of the implementation, is responsible for 
communicating regularly with you and coordinates activities across the bank. Regular, often 
weekly, meetings are held to share information and measure progress. 

Your project manager works with you to validate the solutions you have requested, establish 
timelines for implementation and then coordinates with the necessary teams across your 
organization and J.P. Morgan to complete the setup. 

We view the implementation process as a pivotal phase in our relationship and an opportunity 
to demonstrate the value of our expertise and consultative capabilities. Our project 
management methodology is designed to build a strong understanding of your objectives. 

The implementation project manager is responsible for: 

● Forwarding new account and product documentation, file specifications, start-up 
packet(s) and procedure manuals to the State. 

● Contacting your designated representative(s) to complete all required documentation 
and determine specific product instructions. 

● Reviewing and completing product questionnaires with you, as appropriate. 

● Opening required accounts.  

● Ordering depository supplies. 

● Coordinating with our operations group to make sure products are set up to your 
specifications. 

● Coordinating file and transmission testing with the technical implementation 
resources for both teams, which includes: 

 Transmission options review and setup 

 File testing 

 File security 

 Providing test and reports to the State 

 Examining all reports and elements of file testing and processing 

 Updating all parties on progress 

● Confirming delivery of PINS and instruction guides. 

● Providing required training or other assistance, as needed. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 34  

● Monitoring initial depository activity and confirming depository products are working 
as expected. 

● Organizing a post-implementation meeting to review your first bill.  

● Coordinating the hand-off to your dedicated Client Service Professional,  
 for ongoing servicing. 

An established project flow and framework is followed when executing the setup of products 
and services. 

Implementation Process Flow 

 

Figure 8 

 

As the State looks to implement a new banking architecture, we have provided a few sample 
transition plans to help the State proactively assess the potential impact for such a project. 
Along with a master transition plan, we have created a sample implementation plan for OST 
and the Division of Unemployment, included in Appendix 2. 

The basic implementation process follows:  

● Relationship team confirms terms of proposal with the State. 

● You accept the proposal. 

● Terms of proposal are forwarded to our implementations group. 

● Sales and implementation discuss the proposal, exceptions and special conditions. 

● You return the required core DDA documents and product-specific documents to 
Implementation.  

● Our implementation team verifies our systems reflect correct State information. 

● Your Client Service Professional (CSP)  is notified of product setup 
completions. 

● Training requirements are coordinated and scheduled with your designated 
contact(s). 

● Training, including product manuals and sample completed order forms, is provided 
to you at no cost. 

● Your account is monitored for a period of time (to be determined) to verify proper 
setup, availability, exceptions, etc. 

● Our Implementation team confirms with you that products are working properly. 

● Your account is officially handed to  your dedicated CSP for ongoing servicing. 
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2.  Describe the methods, tools, and techniques the Vendor intends to use in providing project 
management services. Does the Firm send Project Status Reports during the course of the 
implementation? How frequently? Who is responsible for sending these Reports? 

The State’s dedicated implementation project manager will serve as your primary point of 
contact and is responsible for coordinating the implementation of your services. Your 
implementation project manager is also the contact between all levels of the State’s staff 
(e.g., management, users, technical staff and external partners) and J.P. Morgan. 

In addition, we may assign additional staff to the implementation team: 

● One or more technical implementation resources will work with the implementation 
project manager to coordinate setup activities for your data file transmissions. The 
technical implementation resource will assemble a team of production and systems 
experts to work closely with you throughout the process. 

● A connectivity resource will discuss connectivity options, set up and test the 
connectivity link, and send test files.  

● Other experts will be added as required. 

Your dedicated implementation manager will schedule a kickoff meeting for large or complex 
implementations. Key tasks, assignments and time frames are documented and shared with 
project team members. Your implementation manager will schedule subsequent meetings to 
track and support the progress of the implementation. The State decides how often these 
meetings are held. We recommend meeting weekly for complex implementations.  

Ongoing support is provided to the State by the Client Service and Technical Support teams. 
These teams provide training, usage assistance and technical support via telephone. 

● The support provided by J.P. Morgan does not end once we implement your 
service(s). We believe continuous support is critical to your overall account 
relationship. After implementation, , the State’s dedicated CSP will become your 
ongoing contact to make sure that your expectations are consistently met. 

● We will supply the State with necessary product guides, procedure manuals and user 
guides required for the products and services being implemented. Additionally, we 
will provide training that is required or requested. Our objective is for you to fully 
understand our products so you can take full advantage of their benefits and 
features. 

3.  Please describe IT support that will be provided to help interface the bank’s systems with the 
State’s existing First State Financials (FSF / PeopleSoft Financials system version 9.2). 
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4.  What flexibility does the Firm’s systems have in accepting different file layouts for inbound files 
or generating customized file layouts for outbound files that are processed within PeopleSoft, or 
FSF (the current accounting system)? 

 

 
 

 
 

 

 

5.  Please describe the most common reasons for an inefficient or delayed implementation. What 
strategies should be implemented to increase the likelihood of a smooth transition? 

A common lesson learned includes setting expectations for meeting an aggressive target 
date for implementation. To address this, the State’s designated implementation manager will 
create a detailed timeline at the outset of the project, along with milestone dates. This informs 
the State and J.P. Morgan of the work that must be completed. 

In addition to keeping the core project team focused on the steps needed to meet the goal, 
this timeline also provides the State with a formal document to gain acceptance from your 
internal groups, such as Legal, Marketing, Compliance, etc. In many cases, the challenges in 
meeting timelines are commonly due to the required involvement of these indirectly related 
departments. 

Another common challenge that can arise in an implementation is incomplete requirements 
identification. Due to the broad impact that customer systems can have within an 
organization, it is critical that all requirements are identified at the outset of the project. 

 
 

6.  If there is a risk of delay, unforeseen hurdles, or other challenges, who is responsible for 
identifying these potential problems and communicating them to the working group? 

Implementation project managers can help you identify each area that might be affected by a 
system, and are expert in driving, identifying and documenting application-specific 
configuration requirements. This step-by-step process helps make sure that no operational 
requirements are overlooked. 

7.  Please provide the training materials and resources available for each component being 
proposed? Are there webinars, on-site training, online resources, or other tools available? 

We offer the State a variety of methods for training without any cost to you, such as webinars, 
phone and short step-by-step prerecorded videos. 
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The following resources are available: 

● Online Resources: Available on Access Online’s Support via the Education tab. 
Resources include online help articles, FAQs, guides and a range of live and pre-
recorded webinar offerings on how the State can use the Access Online products 
and services. 

● Webinar Training: Instructor-led sessions are available on many of our products 
including Receivables Online and Remote Deposit Capture. For Access Online, we 
have webinars for each of our products in the Access Online family. Each webinar 
lasts between 15-90 minutes. Webinar registration is available via Access Online’s 
Support/Education page.  

● Phone Training: Customized one-on-one training conducted over the phone is 
offered to meet the State’s unique needs for all Access Online products and services. 
To schedule a one-on-one session, you may contact  

 

The support provided by the bank does not end once we have implemented your account. 
We believe continued support is critical to our overall account relationship. Ongoing support 
is provided by the Client Service and Technical Support teams. For example, after account 
implementation, , your CSP will become your ongoing contact to address your 
expectations. 

8.  During the course of the contract, if the Firm upgrades its banking software or internal 
processes, how will these changes be communicated to the State? 

The bank makes advance notice available in the Important Messages broadcasts and Alerts 
feature of the Access Online portal, including specific details and benefits. 

9.  What banking data from the incumbent provider will the Firm be willing to migrate? How does 
the Firm recommend receiving this information? 

 
 

 

 
 

10.  The State expects to have a long-standing partnership with the chosen Vendor. If the State ever 
elects to transition services to a different vendor, what end-of-contract transition services is the 
Firm willing to provide? 

J.P. Morgan will work with the State to provide a smooth transition to a new provider at the 
end of the contract. Upon request, J.P. Morgan will continue to provide current treasury 
systems as a contingency for the duration of the State’s transition, subject to contract terms. 
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F. Subcontractors 

1.  The State reserves the right to approve any and all subcontractors utilized in the execution of 
this event. Please identify all subcontractors for this event, detailing how they will be utilized, 
your Firm’s relationship with the subcontractor, and a description of joint work the Firm has 
undertaken with this subcontractor. 

J.P. Morgan proposes to provide the services offered in Components 1, 2, 3 and 5 directly, 
without the participation of any subcontractors.  

G. Control 

1.  Describe the Firm’s security environment. Specifically cover the physical and digital security 
and software safeguards that the Firm has put in place to control access to funds transfer 
systems and client account information. 

The firm has developed a full suite of Information Risk and Security Policies, Standards and 
Procedures that are consistent with industry standard frameworks. In particular, the firm’s 
data security standards are consistent with the Payment Card Industry Data Security 
Standard 3.2, as the firm’s data security control framework incorporates PCI-DSS standards. 

Client information is protected by the firm in a variety of ways, including and not limited to: 

● Using industry standard firewall technologies to protect data 

● Removing vendor supplier defaults for system passwords and other security 
parameters 

● Utilizing industrial-strength encryption methods when the data is in transit outside of 
the firm network 

● Deploying intrusion prevention/intrusion detection systems 

● Deploying anti-malware to the computers with regular signature updates 

● Regularly patching systems 

● Regularly testing security systems and processes 

● Tracking and monitoring access to network resources 

● Maintaining an information security policy designed to ensure that all employees 
receive regular training on data privacy and security and that employees are required 
to certify their completion of such training 

● Instituting a corporate-wide policy requiring that all laptops and mobile computing 
devices have encryption software installed that requires a separate login at boot up. 

Lastly, as a card issuer, the Commercial Card division of the firm requires that external 
service providers who act as the primary processors of cardholder transaction data be PCI-
DSS compliant and can confirm that this is the case each year. 
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Physical Security 
Controls provide reasonable assurance that physical access to the computing environment is 
limited to authorized individuals. 

● Entrances to computer data centers are restricted through physical access controls. 
A process is in place to periodically recertify that physical access remains 
commensurate with job responsibilities, or to periodically revoke all users requiring 
re-approval of their access. 

● Visitors (excluding authorized contractors) entering data centers must be monitored 
by an authorized individual. 

● Data centers are equipped with alternative power supplies (e.g., uninterruptible 
power supplies and generators). 

● Environmental controls are in place at critical data centers including: 

 Fire protection systems (alarms and fire suppression) 

 Smoke and heat detection (and moisture detection where water based fire 
suppression exists) 

 Temperature and humidity control  
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2.  Describe the Firm’s security procedures for its information reporting system, both for access 
and information protection (e.g. RSA tokens, secure certification, etc.). 

As a financial institution, J.P. Morgan has processes and controls in place that are designed 
to protect the security of our systems as well as the security and privacy of client and 
customer data;  

  

Internal Controls 
The Technology Controls Identity and Access Management (TCIAM,) within our Technology 
Controls organization, administers authorized access to certain firm technology applications. 
TCIAM oversees the creation, deletion and maintenance of access IDs for most applications 
through request processing, workflow and approval mechanisms. TCIAM also manages the 
recertification process at the operating system, application and database layers and ensures 
appropriate review of personnel as terminations and transfers occurs. 

Access to the firm corporate network requires a wireless client to be installed on a user’s firm-
issued laptop and requires multifactor authentication. All relevant logs are captured and sent 
to the Cybersecurity Security Event Monitoring. Only firm-issued laptops can gain wireless 
access to the firm network.  
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3.  Describe the backup and recovery capabilities in the event the proposed systems are 
unavailable. Who would the State contact to initiate day-to day transactions if online capabilities 
and functionality are temporarily unavailable? 

J.P. Morgan maintains a comprehensive program for business continuity that includes 
backup of all systems as well as resources and procedures to provide business continuity, 
disaster recovery and fail-safe operations in the event of an unforeseen disruption to normal 
operations. 
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4.  Discuss the bank’s security environment related to cybersecurity. Specifically describe the 
cyber risks to which the proposed services may be exposed and explain the Firm’s approach 
and response to protection against these risks. What are the Firm’s crisis communications 
plans in the event of a cyber-attack? 

Cybersecurity Overview 
 

  

 
 

Periodic risk assessments are performed to identify, assess and quantify cyber risk to the firm 
in order to prioritize strategic objectives. The Cyber risk framework analyzes identified threats 
and vulnerabilities by focusing on the potential impact and likelihood of each. 

The firm has a fully established Application Risk Assessment (ARA) Process that adheres to 
the firm’s published Policies and Standards. The firm’s Information Confidentiality 
Classification Standard provides the firm-wide definition of confidentiality by assigning 
information types to one of four classes: Highly Confidential, Confidential, Internal and Public. 
Technology controls and handling processes are then applied based on the information 
confidentiality class. 

Via the Application Risk Classification (ARC) process, applications, together with underlying 
technology components, are risk ranked, with the information confidentiality class being a key 
input to the ranking process. The ARC ranking drives the controls regime for the application, 
including the required controls and frequency of risk reviews. 

The firm performs risk assessments on all externally facing applications that are in scope for 
the FFIEC Guidance (FFIEC Authentication in an Internet Banking Environment Guidance). 
The Application Risk Assessment (ARA) ensures that the strength of the authentication 
mechanism deployed is appropriate for applications that handle sensitive customer 
information (including personal information) and/or perform money movement. The 
assessment focuses on appropriate use of multifactor (“two-factor”) authentication, as well as 
layered controls (e.g., monitoring) to ensure that all users are appropriately authenticated. 

Vulnerability scans are performed as part of the firm’s Vulnerability Management Program. 
Internal and external scans are conducted on a regular schedule in accordance with the 
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firm’s IT policies and standards. JPMorgan Chase assets are scanned including externally 
facing IP addresses across environments. 

The firm’s vulnerability management plan is developed and implemented via the firm’s 
Vulnerability Management Program. The firm has a dedicated team that manages the 
Vulnerability Management Program and associated framework. Findings identified and 
associated recommendations from these activities are formally documented, tracked until 
completion and validated via follow-on exercises and assessments. 

To maintain security and confidentiality, we do not share specific details with clients or other 
third parties. If you require more information regarding our cybersecurity program, we will be 
pleased to arrange a meeting for you with members of our Global Cybersecurity & 
Technology Controls organization. 

Incident Response 
The firm has controls in place designed to ensure a consistent and effective approach for the 
management of cyber incidents as per industry standards and best practices. A global 
security operations center, with the ability to handle issues and pass them between offices in 
different time zones, responds to any suspected security breach, engages with application 
and infrastructure incident response teams and performs severity assessment, root cause 
analysis and implementation of corrective actions as needed. 

We notify impacted clients and regulatory agencies as required by applicable laws and 
regulations. The firm closely collaborates with financial institutions, intelligence organizations 
and law enforcement to share timely, relevant and actionable physical and cyber security 
threat and incident information to enhance the ability of the financial services sector to 
prepare for, respond to and mitigate risks associated with cybersecurity threats. 

5.  Has the Firm ever had to respond to a data breach? If so, please describe the breach and what 
the Firm’s response was. 

In October 2014, JPMorgan Chase disclosed to regulators and customers that it had 
experienced a data breach. As reported in the firm’s 8-K filed at the time, the breach did not 
affect customers’ financial data, but it did compromise customers’ names, addresses, email 
addresses and phone numbers. 

Since this experience, the firm has conducted a comprehensive review of our global 
cybersecurity program and we invest significant resources, including a dedicated team of 
2000+ professionals, in identifying and addressing cybersecurity threats. While it is 
impossible to fully eliminate all cyber threats to our customer data, cybersecurity is one of the 
most important bedrock commitments of our firm. 

6.  Describe the encryption capabilities that are supported by the Firm for the transmission of data 
between the Firm and the State. Describe the file verification capabilities that are supported by 
the Firm, such as checksum or hash totals to ensure that no data is misfield or substituted. 

Authentication Requirements 
J.P. Morgan has established minimum requirements for safeguarding the integrity of 
wholesale financial messages to reduce the risk of financial loss from accidental or deliberate 
alterations of messages, and the introduction of fraudulent messages as exchanged between 
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J.P. Morgan financial applications, or between J.P. Morgan financial applications and 
J.P. Morgan clients. 

● Message authentication detects any change in data content. 

● Encryption makes data unreadable but does not confirm data integrity. 

● Password protection limits access but does not confirm data integrity. 

● Callbacks can be compromised by call-forwarding technology.  

All wholesale financial messages, transmitted through a telecommunications link to or from a 
J.P. Morgan financial application must be properly authenticated. All message authentication 
measures and products must conform to approved American National Standards Institute 
(ANSI) standards. A key management process must be employed and must conform to 
approved ANSI standards. 

To prevent unauthorized or fraudulent transmission of payment instructions, J.P. Morgan 
requires that authentication be employed on all value bearing transactions, which are 
electronically transmitted to the bank. Encryption will be implemented based on the client’s 
request. 

Please refer to the attached TSS Connectivity User Guide in Appendix 5 for a complete 
overview of all connectivity and security measures currently available, for the transmission of 
data between J.P. Morgan and the State.  

 
 
 

 
  

 
 

 
 

 
  

 
 
 

 

7.  Describe the process and procedures for providing notification of technology changes, such as 
file content / structure, and new / modified data availability reporting changes to the State. 

Any technology changes that J.P. Morgan would mandate would be well-communicated 
through one of the members of your J.P. Morgan relationship team. Any update to a product 
or program being utilized at the bank would have a migration contact assigned that is 
dedicated to that product change. The relationship team would also work carefully with the 
State during any proposed changes to ensure any negative impacts would be mitigated. 
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Generally, during an initial implementation, file contents/structures are agreed-upon and do 
not change unless the State requests a change to the format. 

8.  List the types and amounts of insurance and bonding carried. Provide copies of the insurance 
certificates. Insurance requirements can be found in the STCs Section IX of Appendix D. 

JPMorgan Chase & Co. (JPMC) maintains reasonable and customary forms of insurance to 
protect itself and its subsidiary companies against loss. The insurance does not extend to 
clients, but may protect JPMC and its subsidiary companies if it is liable for loss of client 
property. JPMC reserves the right to cancel, non-renew or modify all or any part of the 
insurance policies at any time. For copies of the insurance certificates, please refer to 
Appendix 6.  

Bankers Blanket Bond / Computer Misuse and Telephonic Misuse Insurance  

Risks Covered:  Loss of Property (e.g. money, securities and other tangible items of 
personal property) resulting directly from dishonest, fraudulent, malicious or 
deliberate criminal acts committed by an Employee; robbery, theft, burglary, 
or mysterious unexplainable disappearance; forged or counterfeit checks 
and securities; Computer Misuse and/or Telephonic Misuse committed by 
any person other than an identifiable Employee or Servicing Contractor. 
Coverage applies to Property (1) owned by JPMC, (2) held by JPMC for any 
purpose or in any capacity, (3) for which JPMC is legally liable, (4) in which 
JPMC has a pecuniary or other interest or (5) for which JPMC has 
instructions to insure.  

    

    

     

Excess All Risks of Physical Loss or Damage  

Risks Covered: Protects against loss including loss of physical securities, uncertificated 
securities and electronic securities: (1) owned by JPMC,(2) held by JPMC 
for any purpose or in any capacity, (3) for which JPMC is legally liable, and 
(4) property for which JPMC is responsible and/or for which JPMC has 
instructions to insure. The coverage applies anywhere in the world where 
property is kept by JPMC at its business locations and/or third party 
locations where JPMC has insurable interest in physical subject matter 
covered under this policy.  

    

   
  

      

Mail and Transit  

Risks Covered: All risk mail and transit insurance for all types of securities and other 
valuable property.  
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Policy Period: Continuous until canceled 

Bankers Professional Liability  

Risks Covered: Bankers Professional Liability coverage indemnifies against loss arising 
from claims of alleged wrongful acts committed in the performance of 
professional services.  

    

    

      

Cyber Security Liability / Excess Cyber Security Liability  

Risks Covered:  JPMC currently maintains a Privacy, Media and Network Security Insurance 
policy covering: a) Network Security & Privacy Liability, b) Event 
Management, c) Network Business Interruption, d) Crisis Fund, e) 
Regulatory Defense, Fines, Penalties and Consumer Redress, and f) 
Payment Card Industry (PCI) Fines.  

    

    

      

Workers Compensation & Employer’s Liability (U.S.)  

Risks Covered:  All compensation and other benefits required by state law and all sums the 
insured is legally obligated to pay because of bodily injury by accident or 
disease.  
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Commercial General Liability (U.S. and Canada)  

Risks Covered: Sums which the insured is legally obligated to pay due to third party bodily 
injury and property damage claims arising out of the conduct of the 
insured’s business.  

    
 

    
  

      

Business Automobile Liability (U.S.)  

Risks Covered:  Sums which the insured is legally obligated to pay due to third party bodily 
injury and property damage claims arising out of the use of owned, non-
owned and hired vehicles.  

    

    

     

Umbrella Liability  

Risks Covered:  Excess liability over underlying liability limits (excess of Employer’s Liability, 
Commercial General Liability and Business Automobile Liability).  

    

    

      

International Casualty  

Risks Covered:  Provides primary and excess liability coverage for international operations in 
situations where local coverage (i.e., general, automobile and workers’ 
compensation) is limited in application (primary coverage) or insufficient 
(excess coverage).  
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9.  Does the Firm maintain cyber liability insurance? If so, list the types and amount/limits carried. 

Cyber Security Liability / Excess Cyber Security Liability  

Risks Covered:  JPMC currently maintains a Privacy, Media and Network Security Insurance 
policy covering: a) Network Security & Privacy Liability, b) Event 
Management, c) Network Business Interruption, d) Crisis Fund, e) 
Regulatory Defense, Fines, Penalties and Consumer Redress, and f) 
Payment Card Industry (PCI) Fines.  

    

    

      

10.  Describe the bank’s procedures for complying with the U.S. Treasury Department’s Office of 
Foreign Assets Control (“OFAC”) regulations. When was the last time an independent test of the 
bank’s OFAC program was conducted by internal audit, outside auditors, consultants, or other 
qualified independent party? 

JPMorgan Chase & Co. is subject to the regulations administered by the U.S. Treasury 
Department’s Office of Foreign Assets Control (“OFAC”) and has policies and procedures 
designed to comply with the prohibitions and restrictions mandated by OFAC and all other 
sanctions laws and regulations applicable in the jurisdictions in which JPMorgan Chase & Co. 
operates. 

Assessments related to OFAC are performed on an annual basis.  

All payment instructions are validated for authenticity and checked for potential duplication 
and Office of Foreign Assets Control (OFAC) compliance. In addition, they are reviewed for 
accuracy and correct formatting of account parties and approved for completion. This work is 
done in an automated, straight-through manner, using the logic and artificial intelligence that 
has been built into the payment system. Authentication is mandatory regardless of which 
avenue your company uses to deliver the payment files. 

11.  Include a copy of the bank’s most recent reports issued in accordance with the Statement on 
Standards for Attestation Engagements (“SSAE”) No. 16 (formerly known as the Statement of 
Auditing Standards-70 (“SAS70”)) for any processes or systems relevant to the services 
proposed by the Firm under this RFP. (Note: Failure to provide this information will significantly 
impair the State’s ability to assess the Firm’s controls and will negatively affect the evaluation of 
the proposal.) 
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We would be happy to engage our IT Risk Management experts to discuss your questions or 
concerns in greater detail upon request. 

H. Information Technology 

1.  All services, products and deliverables provided by the Firm must comply with State standards 
promulgated by DTI, inclusive of Terms and Conditions for Cloud and Offsite Hosting, published 
at https://dti.delaware.gov.  

J.P. Morgan agrees to implement and maintain appropriate levels of data and IT security in 
accordance with our internal policies and procedures. The bank does not specifically comply 
with any one particular set of standards or requirements, but broadly complies with numerous 
standards and requirements in accordance with our many regulatory obligations as part of a 
highly regulated industry. To comply with such regulations, the bank maintains an IT Risk and 
Security Management Program (“IT Risk Program”), which is subject to regular inspection by 
regulatory authorities, including the U.S.  

 
 

We are more than happy to discuss this topic further with the State to verify that the bank’s 
standards meet or exceed those of the State. However, given the number of bank clients, we 
are not able to agree to an individual client’s security standards or policies. 
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Attachment 1-A: General Banking Services 

A. Key Personnel & Customer Service 

1.  Provide biographical information on the individuals who will work with the State on a regular 
basis. Please include the following information: 

a.  Proposed role with regard to OST’s account; 

b.  Biographical information; 

c.  Location; 

d.  Experience working with other government entities; 

e.  Number of years of experience in this field; 

f.  Number of years with Firm; and, 

g.  Number of accounts the person is responsible for. 
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2.  Provide an organizational chart that includes these individuals.  

Figure 9 

 

3.  Customer Service 

a.  For routine day-to-day transactions, will a specific customer service representative or a 
customer service department be assigned? Provide biographical information for this 
individual(s) that will be assigned to this account. 

 

 

b.  Describe the responsibilities of the customer service personnel, including the chain of 
command for problem resolution. 

The State’s Client Service Professionals (CSP) have the primary responsibility for all 
day to day aspects of your treasury management relationship such as inquiries, 
research and maintenance related to accounts and services. They will also have 
authority to engage all levels of Commercial Banking management and escalate 
issues as appropriate. Client Service has a detailed matrix of contacts and escalation 
procedures to expedite resolution for each service provided to you. These 
procedures also include internal service standards to make sure other J.P. Morgan 
groups are providing timely responses. Finally, Client Service works closely with your 
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full relationship team to be sure that everyone supporting you is informed of your 
relationship activity. 

c.  What are the hours of operation of the customer service unit involved in supporting the 
State? 

 
 

 

d.  If a State employee needs assistance after business hours, what support is available? 

 
 

 
 

 

 

B. General Banking Services 

1.  Account Structure 

a.  Discuss how the Firm would approach setting up a new account structure for the State. 
(Note: The State would be interested in consolidating the number of accounts and is 
looking for potential suggestions from the Firm). 

J.P. Morgan will work collaboratively with the State leadership team and staff, Agency 
staff where applicable, along with your consultant to understand the payment and 
collection needs of each Agency.  

 
 

  
 

  
  

  
 

 
 

 

For the OST accounts, a sample account structure is shown in Appendix 9 for your 
review. For Agency accounts, we will collaborate with the State,  
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b.  For the Firm’s other state clients, how many accounts are typically used to facilitate the 
operations of the Treasurer’s office and agencies? 

 
 

 
 

 
 
 
 

 
 

 

c.  What resources is the Firm willing to provide to assist the State in re-evaluating their 
current account structure and making formal recommendations? 
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d.  If the State were to change the existing account structure, how would this affect the 
time required for implementation? 

Changes to the State’s existing account structure would not have an impact on the 

implementation timeline. The first step in the process is account opening and the 
implementation timeline is governed more by the products and services to be set up, 
connectivity needs, testing, and overall responsiveness to tasks on both the bank’s 

part and the State’s part. 

e.  In the Firm’s experience, is there a benefit to separating check disbursement activity 
from other bank activity? (Note: The State is concerned that accounts with check 
disbursement activity may be forced to close due to fraud, despite positive pay being 
used on the account.) 

  

 
  

 
 

 
 

 

2.  Deposit Reconciliation Services 

a.  What are the specifications for assigning unique deposit identification numbers (i.e. 
maximum number of digits, numeric-only, etc.)? 

J.P. Morgan offers deposit reporting to assist with deposit reconcilement. This 
provides the State with a listing of all deposits identified by ULID (Unique Location 
Identifier), as well as miscellaneous debit/credit deposit adjustments.  

The auxiliary on-us field used for ULID reporting is located on the deposit ticket in 
positions 46 through 55. If you are using less than 10 digits, move the MICR symbol 
from box 56 and zero-fill. Your number must be at least six digits and no alpha 
characters. 

b.  Are daily deposit totals reported by each location separately? 

The reporting details are available via Access Online.  
 

c.  Is the location code available on all standard reports? If not, please identify how this 
information will be available (i.e. customized reports from the online platform, 
transmitted files, etc.). 
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3.  Remote Deposit Capture (“RDC”) 

a.  Describe the Firm’s ability to process checks by Remote Deposit Capture (“RDC”). 

Integrated Receivables Collect 
Our Integrated Receivables Collect solution includes an efficient and cost-effective 
electronic alternative to paper deposits.  

 
 

 
 

Remote Deposit Capture Workflow 

 

Figure 10 

Remote Deposit Capture is an end-to-end hardware, software and processing 
solution for reducing paper check payments at branch locations, drop boxes and 
internal retail and consumer lockboxes. To use our remote capture services, the 
State needs a high-speed Internet connection, a desktop check scanner and a 
Windows-based PC. 

Remote Deposit Capture is: 

● For U.S, accounts, checks must be: 

 Scanned from a U.S. location. 

 Drawn on a U.S. financial institution. 
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 In U.S. dollars. 

 Deposited into a J.P. Morgan U.S.-domiciled DDA. 

● The solution allows the State to deposit business, government and consumer 
checks, Postal Money Orders, Western Union Money Orders, demand drafts 
and government warrants. 

● The State scans images of checks and transmits them electronically to the 
bank for clearing. 

● Transmissions are conducted through secure HTTP protocols employing 
128-bit encryption. 

● We provide same-day ledger credit for checks received by the deadline. 

● An implementation specialist works with the State to set up remote capture 
services. 
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Figure 11 

OCR: Optical character recognition. MICR: Magnetic ink character recognition. 

Remote Deposit Capture/Remote Lockbox Capture with 
Mobile 
Our remote capture service is available on mobile devices extending the reach of a 
remote deposit service to the point of check receipt. Mobile capabilities provide 
another efficient and cost-effective electronic alternative to paper deposits. It only 
requires a compatible smartphone or tablet, connectivity service plan, a wireless 
signal and a J.P. Morgan demand deposit account. 

● Remote Deposit Capture via mobile is for use in the U.S. only. 

 Checks must be scanned from a U.S. location. 

 Drawn on a U.S. financial institution. 

 In U.S. funds. 

 Deposited into a J.P. Morgan U.S.-domiciled DDA. 
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● Our mobile remote capture service is fully integrated with our desktop 
solution providing the same features and functionality. 

● To maximize organizational efficiencies, use desktop scanners and the 
mobile solution together or stand alone. 

● The application is intuitive and easy to use, requiring minimal training or 
support. 

● Employees in the field can photograph and capture checks for deposit to 
your J.P. Morgan DDA. 

● The check image and/or document is uploaded and transmitted to the bank 
for processing. 

● Review 14-day deposit history on the mobile device. 

● No sensitive data is stored on the mobile device once a deposit is completed. 

b.  Can deposit reconciliation services be used in conjunction with RDC? 

Yes, the Operator Summary Report provides a listing of every user who created and 
submitted batches for deposit. The report will include a “captured by” field to identify 
the user. 

c.  How does a user select which account an RDC deposit will be made into (i.e. drop down 
menu, key entering account number, other)? If deposit reconciliation is used, is the 
location id information available in the drop down menu?  

A lockbox or account number is selected from a drop down menu at the beginning of 
the scanning process. 

d.  Describe how a single RDC terminal can be used to make deposits into multiple bank 
accounts.  

The State can establish multiple depository accounts for each remote deposit site. 
J.P. Morgan puts no restrictions on the number of accounts that can be used with our 
remote capture services. The State can set up users to access multiple lockboxes 
and multiple depository accounts if needed. 

e.  How are permissions granted for an account with deposit reconciliation services – by 
location id or account?  

Unique customer IDs are requested and submitted through the State’s Treasury 
Management Officer or CSP with appropriate substantiating documentation, which is 
attached in the request if required. 
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i.  Would this structure allow the bank to directly communicate with the end-user 
on deposit corrections, returned items, etc.?  

Yes, each end user can see all the items requiring actions based on profile 
setup. 

ii.  Would this structure allow for an individual to view returned items for only their 
location without having access to other location information? 

Yes, through entitlements, a user can only have access to their location data. 

f.  Is there a limit on the number of checks that can be contained in a single deposit? How 
many checks would the Firm recommend be processed in a single deposit? 

 

 
 

 

g.  Is there a maximum dollar amount (per check) that can be processed through RDC? 

The maximum check amount is $99,999,999.99. 

h.  Does the Firm’s service offer the ability to populate data using recognition technology 
such as Magnetic Ink Character Recognition (“MICR”), Optical Character Recognition 
(“OCR”), or Intelligent Character Recognition (“ICR”)? If so, does the system recognize 
both the courtesy amount and the legal amount of the check? 

J.P. Morgan uses scanning technologies, such as magnetic ink character recognition 
(MICR) and Optical Character Recognition (OCR), to capture and validate check 
data. We also use Character Amount Recognition (CAR) and Legal Amount 
Recognition (LAR) to capture and validate the amounts on the check. If the software 
cannot read the values, it prompts the user to manually enter the data. 

i.  When using the Firm’s RDC service, can checks be automatically endorsed? Is the 
endorsement an electronic image or physically printed on the check? 

It is recommended that the State physically endorse all checks before scanning. Our 
remote capture service electronically endorses each item with a generic endorsement 
that cannot be customized. 

We provide a “virtual” endorsement on the back of each check (i.e., For Deposit Only 
– RDC). When the captured image is printed or viewed, the endorsement is visible. 

Mobile supports the virtual endorsement feature as well, although the endorsement 
cannot be viewed on the smartphone or tablet. 

j.  Describe the process used for balancing and correcting deposits prior to transmitting 
them to your Firm. 

All balancing for remote deposits is performed by the user before submitting for 
deposit. If the batch does not balance, the user can correct the item or remove it from 
the batch prior to submitting for deposit. 
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Balancing and Correcting Deposits 

 

Figure 12 

 

k.  Does your Firm’s service allow for multiple batches to be scanned throughout the day 
and processed as a single deposit at the end of the day? 

l.  If batches are processed by different users, are batches consolidated or are they 
separate deposits? 

Batches are consolidated for one deposit. Details per batch can be provided in 
reporting for reconciliation. 

m.  For how long are electronic check images deposited by RDC stored and available for 
viewing? 
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n.  What fields are searchable for researching check deposits? 

o.  How will the State be notified of deposit corrections and/or adjustments for RDC items?  

J.P. Morgan provides a variety of optional services for handling return items, such as 
posting options, redeposit or notification via Receivables Online. During your account 
implementation process, we will help the State set up the appropriate solutions to 
manage your returned checks. 

p.  If the State needs replacement or additional RDC equipment, what equipment would the 
Firm recommend? Indicate how many items these machines can handle. 

The Epson CaptureOne 60/100 or 90/100 is generally used for check-only scanning 
and the Epson DS-860 if you plan to scan checks and documents. Please see 
Appendix 10 for addition Epson 860 information. Epson has indicated that their 
scanners have an expected lifetime volume of one million documents scanned. 

q.  What is the document destruction policy for scanned checks? Does the OST have to 
destroy the documents or can the State contract with a third-party vendor to destroy the 
documents? 

 
 

r.  What is the ledger cutoff time for deposits for items processed by RDC? 
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4.  Image Cash Letter (ICL) 

a.  Describe the Firm’s ability to process checks by Image Cash Letter Processing (“ICL”). 

Our image cash letter solution allows the State to image all of your paper items and 
transmit them to us electronically for clearing. 

Image Cash Letter—Did you know? 
● We are one of the first banks to exchange images of items electronically. 

● We have invested more than $100 million to enhance our image 
infrastructure. 

● We consult with the State to create dynamic solutions suited to your current 
and evolving business requirements. 

● As a founding member and board representative of The Clearing House, we 
are one of the first owner banks exchanging images of items electronically. 

The illustration below provides an overview of the image cash letter process flow. 

Image Cash Letter Overview 

 

Figure 13 

 

J.P. Morgan employs advanced image quality analysis tools to verify the quality of 
image deposits and reduce the incidence of items returned by the paying bank for 
poor quality. We also maintain a duplicate detection database to protect against 
duplicate files during a 45-day period.  
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The State will benefit from: 

● Image-Enabled Routing Transit Numbers: J.P. Morgan currently sends to 
approximately 22,000 routing transit numbers. The bank updates routing 
transit numbers on a quarterly basis. 

● Competitive Availability Schedule: We base availability on the bank on 
which the deposited check is drawn and the time the deposit is made. 

● Electronic Notification of ICL Transmission: The State will receive an 
electronic notification for each ICL file you transmit to us. We send 
notification, including the number of items and dollar totals, to designated 
recipients via email or XML transmission. 

● Advanced Image Quality Analysis Processes: We use a two-pass process 
to identify suspect items. The process determines whether items may be 
acceptable for presentment to the paying bank or are nonconforming images 
(NCIs). 

● Image Quality Processing: This helps reduce adjustments, potential privacy 
violations and fraud. Quality checks verify that ICL-deposited items are 
correctly debited and credited to the proper account(s), for the precise 
value(s). 

● Codeline Match Quality Processes: We use, and were one of the first 
providers to implement, a process to verify that check data associated with 
an image matches correctly to the item. 

 This greatly reduces errors by having the item properly routed to the 
correct paying bank and debited to the relevant account. 

 It also reduces the risk for downstream adjustments and potential privacy 
violations of a check inserted into another customer’s account statement. 

● Duplicate File Detection: Our transmission management process includes 
duplicate file review against the database for the previous 45 days of 
transmission activity. To guard against duplication, J.P. Morgan reviews file 
headers for volume, value, composition date and time and sender details. 
Files will not be processed if the header and/or detail records indicate zero 
dollar value. We provide timely email and telephone notifications to minimize 
service disruptions. 

● Enhanced Landing Zone: We assign the State’s deposits float and pricing 
based on the time the file is received and acknowledged, not at another point 
later in the process. 

● Seamless Implementation Process: Implementation is driven by the 
outcome of testing, file certification, connectivity, etc. Our implementation 
team will work with the State to configure the services we will provide. 
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b.  Is there a limit on the number of checks that can be contained in a single deposit? How 
many checks would the Firm recommend be processed in a single deposit? 

There is no limit on the number of files the State can send each day and no time 
restrictions between file transmissions. Please note that there is a 35,000-item limit 
on individual ICL files, which should not exceed 2GB. J.P. Morgan has established 
that as the largest volume level for a file that can be reconciled efficiently. 

J.P. Morgan recommends 300 items per bundle. The maximum is 350 items. 

c.  Is there a maximum dollar amount (per check) that can be processed through ICL? 

The maximum check amount is $99,999,999.99. 

d.  How will the State be notified of deposit corrections and/or adjustments for ICL items? 

Adjustment Advice 
The State will receive debit or credit adjustment advices from J.P. Morgan that 
contain reference identification numbers, the date and the amount of the deposit that 
was adjusted, identification of the item(s) adjusted and the location number if 
applicable. 
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Figure 14 
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Figure 15 

 

● Cash letter advice: This advice lists all return checks processed during the 
current cycle. Multiple advices may be created during the processing day. 
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● Extended data advice: If extended data is keyed, additional fields appear on 
the advice.  

● Single item advice: Each return appears on a single advice. 

Adjustment/Image Quality Documents 
If image quality does not meet acceptable standards, the State is notified via email. 
You may then either deposit the original item or rescan and resubmit another image. 
We can mail the image quality failure document to the same address where 
statements are sent or to an alternate address. 

The standard delivery method for all adjustment advices is the U.S. Postal Service. 
Adjustment advices are mailed within one business day of verification to the address 
provided during the implementation process. A copy of the adjustment advice can be 
sent to a second address and overnight delivery is also available. The location 
number can be included on the adjustment advice. 

The adjustment will post to the State’s account and is reported through electronic 
information reporting. Your bank statement will reflect a debit adjustment that 
includes the dollar amount and location number. 

e.  What is the document destruction policy for scanned checks? Does the OST have to 
destroy the documents or can the State contract with a third-party vendor to destroy the 
documents? 

f.  What is the ledger cutoff time for deposits for items processed by RDC? 

g.  Can the Firm process the State’s current ICL X9.100-187 file? 

X9.100-187 is J.P. Morgan’s standard ICL file format. This is the only format we 
accept for ICL transmissions. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 69  

5.  ATM Deposits 

a.  Would the Firm be willing to install ATMs in State-owned buildings at no cost to the 
State or respective agencies? 

J.P. Morgan is willing and open to further discussions with the State on ATMs. 

b.  Can OST make deposits into the Firm’s ATMs? Please describe the process and any 
limitations. 
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Detailed Reporting 
Receive up-to-the-minute detailed transaction reporting through Access Online. 

c.  What other functionality or services are available to the State through the ATMs? What 
is the associated cost? 

To provide the most controlled service for our clients, the Business Deposit ATM card 
does not allow any other functionality. However, these same ATMs do have the 
functionality for consumer customers to make deposits and withdrawals, transfer 
funds between accounts, and obtain balances. 

Note that we have expanded the bill capacity in many of our machines to accept up 
to 200 bills per deposit.  

6.  Smart Safes 

a.  Does the Firm offer smart safes? If not, are you able to partner with an armored car 
courier to offer the technology? If you partner with multiple armored car companies, 
which companies do you work with in the State’s footprint? 

J.P. Morgan does not provide Smart Safe equipment services. These services are 
provided by one of with our approved armored courier providers, Brinks, Garda and 
Loomis. Working with the armored courier providers, the State will choose a model of 
Smart Safe and negotiate leasing terms and contracts. This would include 
maintenance and warranty terms.  

The State should discuss the geographic regions covered with the armored courier 
providers directly. 

b.  Describe the smart safe options and technology available, including information about 
the available safe sizes. 

 
 

 
 

 
The efficiencies gained using 

Smart Safe with Advanced Credit will allow the State to eliminate time-consuming 
deposit preparation of cash, freeing staff to spend more time on other tasks. 
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We recommend that the State meet with our approved armored courier providers to 
understand the Smart Safe solution that is right for your operations. They will review 
the equipment options, placement, capacity and related pricing with you to help 
determine a solution that meets your needs. 

c.  When depositing funds to a smart safe, are currency deposits credited to the State’s 
bank account on a same day basis? 

 

 

d.  Can the smart safe handle deposits of both coin and currency? 

If you use the safe to secure coin or check deposits the State will need to follow 
standard vault deposit guidelines that include a deposit ticket and use of tamper 
evident deposit bags. 

e.  Can the smart safe “make change”? If so, can both coin and currency be dispensed? 

The Smart Safe is designed to accept deposits and does not allow for withdrawals of 
cash. 

f.  What fees or costs would be charged by your Firm when using a smart safe for 
currency deposits? Can these smart safes be leased from the bank or must they be 
leased from an armored car provider? 

 

7.  Returned Item Processing 

a.  Can returned items be automatically redeposited? 

J.P. Morgan can automatically redeposit return items if they have been returned for a 
reason that is eligible for redeposit, such as non-sufficient funds (NSF). Return items 
can be redeposited one time. 

b.  Does the Firm offer Represented Check Entries (“RCK”) services? 

Re-presented Check Entry (RCK) is a special redeposit process that converts eligible 
paper check returns into an ACH-formatted debit record to be re-presented via ACH. 
Compared with paper redeposit, RCK rules allow an extra presentment where the 
State may choose one paper redeposit followed by a final ACH presentment or two 
ACH presentments. RCK can accelerate the process, and may reduce the costs, of 
returned check collection. 

J.P. Morgan processes deposited checks through normal channels. Eligible checks 
returned by the paying bank are converted by the Returns Unit to a NACHA-
formatted ACH debit record for representment as an ACH. The State may choose the 
date of the first ACH debit (e.g., on the next business day), a specific number of days 
in the future (up to 30 days), a specific day of the month (such as the 1st or 15th) or 
the end of the month. 
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The ACH processing unit picks up the ACH file and sends out ACH debits on the 
State’s behalf. If there are any items that are not paid through ACH presentments, 
ACH debits the State’s account and notifies the State of those items. 

Here is an overview of the process, indicating industry average percentages; actual 
clearing percentages may vary. 

RCK Process Overview 

 

Figure 16 

* Percentages are industry averages; actual clearing percentages may differ. 

The State must disclose to check writers that the check may be converted to an 
electronic debit. 

Only checks that meet the following criteria are eligible for RCK: 

● Returned for NSF or uncollected funds 

● Written for an amount less than $2,500 

● Drawn on a consumer bank account 

● Not drawn on a Federal Reserve Bank or Federal Home Bank 

● Contain a preprinted serial number 

● Dated fewer than 180 days prior to ACH debit transaction 
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c.  Can the Firm provide online access to electronic images (front and back) of returned 
items to the State? How soon after an item is returned can these images be accessed? 

d.  Can the Firm provide a detailed return item transmission to the State? Can this report 
identify the payer’s name, depositing location, deposit date and type of item being 
returned? 
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8.  Availability of Deposits 

a.  How does the Firm determine and calculate availability of deposited items? Does the 
Firm calculate availability by item or formula? 

The availability schedule determines availability for each item. Availability is based on 
the deposit method (paper, image or lockbox), the drawee bank routing/transit 
number, the time the deposit is processed, fractional float assignment and in some 
instances the dollar amount of the item. 

With one of the largest check-clearing networks in the country, the bank offers 
accelerated funds availability. J.P. Morgan clears more than 99% of all deposited 
checks as images through approximately 22,000 endpoints. 

See the availability schedules in Appendix 11. 

b.  Does the Firm give immediate availability for on-us items? 

Availability for on-us items and on-us controlled disbursement items vary by 
availability schedule. For specific details, please refer to the availability schedules. 

c.  Provide a copy of the availability schedules the Firm proposes to use for the State, 
including branch deposit, vault, and RDC. 

 
 

9. Check Disbursements / Positive Pay 

a.  Does the Firm offer payee positive pay? 

As part of a complete range of disbursement services, J.P. Morgan offers the State 
Internet-based positive pay services. Positive pay exception items are presented via 
Access Online, including images of the item for review. The State then indicates a 
pay or return decision online. 

The State can use J.P. Morgan’s stale-date feature to return checks that are 
presented for payment past a State-determined number of days from the issue date. 
Your account must be subscribed to positive pay and we must receive the issue 
record in advance of the check being presented for payment. 

For positive pay accounts, these checks appear as exceptions on the daily positive 
pay exception report, which allows the State to decide whether each item should be 
paid or returned. The State may also have the Access Online system automatically 
return all items prior to having them reported for your review. 
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b.  How will OST be notified of exception items? Can an e-mail notification be sent to 
specific users alerting them that there is an exception item to review? 

Using “PUSH” technology, Access Online provides a daily positive pay email 
notification to your designated email address that indicates accounts with exception 
items (or discrepancies) or “no items today,” providing more complete reporting to the 
State.  

c.  At what time will the State receive the information on exception items? How much time 
will the State have to review discrepancies and notify the Firm to accept or reject? 

 

  

d.  If the State is unable to provide a “pay” or “no pay” decision before the deadline, what 
happens? Does the Firm offer a “do not pay” default? 

 

 
hile the typical default is setup as return, the State can 

specify specific default parameters during implementation. 

e.  What are the options for transmitting check issuance information to the Firm for 
positive pay services? 

The State can manually enter or submit files online via Access Online, or submit files 
through direct transmission. 

f.  Does the Firm offer the ability to manually enter one-time check disbursements issued 
during the day outside of the regular batch file? How quickly will the teller line receive 
this information? 

 
  

 

g.  How quickly will transmission files of additional checks and/or recently voided items be 
available across the Firm’s platform (including branch tellers)? Is there a limit to the 
number of files per day? 

 
 

h.  Does the Firm confirm receipt of transmission files? If so, what options are available for 
the State to receive confirmation? 

For validation, the State may receive an automated acknowledgement of your check 
issuance file transmission within one hour of file receipt, via the Internet or 
transmission. 
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i.  How is payee information captured from the physical checks? What steps does the Firm 
take to prevent exception items being flagged due to erroneous capture of payee 
information? 

J.P. Morgan was one of the first banks to offer this technology to detect payee fraud 
through payee verification. This additional feature of positive pay digitally interrogates 
up to 100 characters of payee name data after verifying check number and amount 
against the data on you issue file. 

 

j.  How are stale-dated checks identified? (i.e. are these checks automatically removed 
from the issue file after a set number of days or does the State need to send a file 
removing the checks from the issue file?) 

The State can use J.P. Morgan’s stale-date feature to return checks that are 
presented for payment past a State-determined number of days from the issue date. 
Your account must be subscribed to positive pay and we must receive the issue 
record in advance of the check being presented for payment. 

k.  If a stale-dated check is presented, will it be reported to the State as an (i) exception 
item because of the date being greater than 180 days, (ii) exception item because of a 
State initiated a void on file for the issued check, or (iii) automatically returned? 

For positive pay accounts, these checks appear as exceptions on the daily positive 
pay exception report, which allows the State to decide whether each item should be 
paid or returned. The State may also have the Access Online system automatically 
return all items prior to having them reported for your review. 

l.  If a disbursement check is deposited by the payee using mobile technology and he/she 
accidentally attempts to deposit the item a second time, will your Firm’s positive pay 
service identify this item as an exception or will it be automatically returned as a 
duplicate item? How does this item appear in the State’s daily reports? 

m.  Will the Firm cash checks issued by the State presented by a non-account holder at no 
cost to either the State or the payee? 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 77  

10.  International Disbursements 

a.  What recommendation(s) does your Firm have to improve the State’s process of issuing 
checks to individuals now living outside of the U.S.? 

This is a challenge for almost all government clients who have international 
disbursement needs. There are a number of solutions for making international 
payments. Some of those solutions require the client to maintain in-country 
international accounts incurring additional costs; or to use more sophisticated 
banking solutions. 

b.  Does your Firm offer the ability to initiate International ACH Transactions (“IAT”)? 
Describe the differences in the process and procedures for initiating an IAT versus a 
domestic ACH transaction, if any. 

International ACH Transactions (IAT) 
Using ACH Direct Send or Access Online, the State can originate USD transactions 
in NACHA’s IAT format. Additionally, the State can originate transactions in local 
currencies to countries in Asia, Europe and the Western Hemisphere via 
J.P. Morgan’s Global ACH product suite. 

c.  Are there any restrictions on IATs that the State should be aware of? 

International ACH Transactions for USD are supported through J.P. Morgan’s Host –

to-Host Payment solution only and designed for high volume mixed payment file 
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business needs. When lower volume USD international payment needs exist, we 
generally recommend utilizing wire payments.  

d.  Describe the Firm’s procedures to comply with the U.S. Treasury Department’s Office of 
Foreign Assets Control (“OFAC”) regulations. 

JPMorgan Chase & Co. is subject to the regulations administered by the U.S. 
Treasury Department’s Office of Foreign Assets Control (“OFAC”) and has policies 
and procedures designed to comply with the prohibitions and restrictions mandated 
by OFAC and all other sanctions laws and regulations applicable in the jurisdictions 
in which JPMorgan Chase & Co. operates. 

JPMorgan Chase & Co. is a publicly traded company that is regulated by various 
U.S. federal and state banking and securities regulators as well as other regulatory 
organizations, including self-regulatory organizations and other U.S. and non-U.S. 
governmental agencies that have supervisory authority over certain legal entities. For 
more information concerning JPMorgan Chase & Co.’s businesses and the products 
and services offered, please feel free to visit our website at www.jpmorgan.com. 

e.  Describe the process of requesting foreign currency denominated paper bank drafts. 

Access Online makes it easy to initiate and manage transactions including foreign 
drafts. With just a few clicks, the State can originate foreign drafts using the same 
functionality as used for initiating domestic and international wire transfers, ACH and 
other electronic payments. The platform is fully customizable allowing you to create 
custom filters and views for ease and accuracy in reviewing, approving and releasing 
transactions.  

Access Online has been designed based on customer feedback, so that all 
capabilities are in sync with the daily activities of treasury managers. All payment 
methods (i.e., wire, book transfer, account transfer ACH, and foreign drafts) are 
accessible from a single-page in a uniform, easy-to-follow work stream.  

11.  Controlled Disbursement 

a.  Does the Firm offer controlled disbursement services? 

 
 

b.  At what time will the State be notified of presentment items? Specify 1st and 2nd 
presentment times. 

The first presentment time is 8:30 a.m. ET. 

The second presentment time is 10:00 a.m. ET. 

c.  What is the average percentage of the final presentment available at the 1st 
presentment time? 

The State can expect a reporting average of 99% of dollars at first presentment.  
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d.  Is automatic funding of the controlled disbursement account from a main account 
possible? 

12.  Stop Payments 

a.  What initial term options are available for stop payments? 

 

b.  Are stop payment requests effective immediately? If not, how long does it take for a 
stop payment request to become effective? 

 

c.  Will the system automatically verify if a check has been paid before processing the stop 
payment? 

 
 
 

 

 
 

d.  Is there a report that lists stop payments that are set to expire? 

Access Online provides the following stop payment audit reports: 

●  
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e.  Can stop payments be automatically renewed? If so, for how long? 

 

f.  If using positive pay, can a cancel be placed on an outstanding check in lieu of a stop 
payment? 

 

 

 

 

13.  ACH Processing 

a.  Please provide a comprehensive discussion on the various methods for initiating ACH 
origination transactions (i.e. direct entry, upload to the online platform, secure file 
transmission, other etc.) For each method, please discuss: 

Based on the State’s operational requirements, J.P. Morgan recommends: 

● Access Online for lower volume transaction files. Access Online is a fully 
integrated, browser-based platform that provides easy-to-use applications for 
all of your information, compliance and portfolio management needs. 

● The secure file transfer protocol (SFTP) transmission method for large batch 
origination.  

Originating Low Volume Transactions through Access 
Online 
Access Online offers an entirely new way to initiate and manage payments. With just 
a few clicks, The State can make all key transactions (wire transfers, ACH, liquidity 
investments and foreign exchange) from a single page. It is fully customizable, 
meaning the State can create filters or templates with locked fields for added 
security. 

The Access Online platform offers fully integrated functionality. The State will have 
the ability to use all services without logging out or moving between windows. 
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Reporting, productivity tools and security administration services are integrated, so 
you can perform activities across applications using a common workflow that saves 
time. Access Online is simple and intuitive, making payments easier, with little or no 
learning curve. 

Figure 17 
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ACH NACHA File Import  

The State can elect to use the automated interface to upload a standard NACHA 
formatted file, after which you can submit them for payment approval and release. 
NACHA import is available for CCD, CTX, PPD and WEB Standard Entry Class Code 
transactions. The import functionality also supports the transaction codes for 
Checking, Savings, General Ledger and Loans. Optionally, a comma-delimited or 
fixed width file can be uploaded using the template functionality. 
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Originating Large Volume Transactions through Batch File 
Transmissions 

● Using any one of industry standard NACHA file formats (e.g., ARC, CCD or 
PPD), the State sends the file to J.P. Morgan through a common protocol, 
such as secure file transfer protocol (SFTP). 

● The transmission is encrypted and sent to J.P. Morgan for final ACH 
processing.  

● J.P. Morgan will maintain an Internet-facing SFTP server and will create a 
“drop box” directory on the server for the State. The server will be mirrored 
for disaster recovery.  

● The State will be issued a logon and password that gives the State access to 
the directory.  

● For inbound data, the State can push files to the directory. The State is 
responsible for initiating the SFTP session to push and pull data files.  

● J.P. Morgan offers a file delivery solution that allows the State to send and 
receive ACH files using SSL session encryption, browser-based file 
exchange (HTTPS), SFTP with PGP (Pretty Good Privacy) or GNUPG (GNU 
Privacy Guard) file encryption or AS2 (Applicability Statement 2).  

● These delivery methods leverage the Internet and readily available software 
packages to make transferring files simple and secure without the added cost 
of proprietary software installation.  

● Additional file transfer solutions, such as VAN (virtual area network) and VPN 
(virtual private network), are supported. 

The bank recommends submitting large batch files containing any consumer credits 
at least two business days prior to the settlement date. The bank accepts future-
dated large batch files containing consumer credits. These should be submitted at 
least two business days prior to the settlement date. The State can also send same 
day ACH credits. All ACH credit transactions, except for international transactions 
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i.  The transmission protocols supported 

 

ii.  The encryption method that is supported or required 

  

iii.  If a transmission mailbox is used, what restrictions are in place (can an agency 
send and receive via the same mailbox, are discrete mailboxes needed to 
support particular sub-services (e.g. ACH Origination, Returned ACH, and 
Received ACHs)) 

Depending on the connectivity solution chosen by the State, each mailbox 
within J.P. Morgan’s server is designed to have unique folders that can be 

utilized for specific business processes. One may be designed for dropping 
off ACH payment files, another may be designed for picking up balance and 
transaction reporting files, or return-item notifications. 

iv.  Can multiple Company IDs use the same mailbox for file transmissions? 

v.  Are control totals required to be submitted for an ACH batch? How are ACH 
control totals communicated to the bank (i.e. phone, online, email)? 
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vi.  Does the bank provide automatic file receipt acknowledgements? Is so, how is 
the acknowledgement transmitted? 

 
 

 

vii.  What controls (i.e. dual authorization) are available to separate payment 
initiator and payment approver roles? Are payment initiators and payment 
approvers required to use a security token to authorize ACH transactions? 

Dual authorization is required for payment initiation and payment 
approval/release. Security tokens are required for all value-bearing 
transactions. 

viii.  Are templates used/required for direct entry of transactions? 

Access Online provides for a common set of intuitive templates for every 
payment method. For example, the State can easily create beneficiary 
templates with lockable and editable fields to set up recurring/repetitive 
payments. Access Online offers a complete range of funds transfer services 
supporting U.S. dollar and multicurrency payments, using both predefined 
(repetitive) templates and free-form formats. Clients with higher volumes can 
import transactions for easy approval and release, allowing for seamless 
integration with your existing accounting systems. 

● For larger volume transactions, we recommend the State use direct 
transmission. You will create a transaction file in standard NACHA 
format using industry standard applications. You will then transmit 
the file to the bank through a common protocol such as FTP. The 
transmission is encrypted and sent to the bank for final ACH 
processing. 
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● Lower volume ACH transactions can be performed using Access 
Online. The State’s authorized users will be able to enter the 

required ACH payment details in the fields provided. Access Online 
can also be used for ACH and wire disbursements and 
concentration. 

b.  When does the Firm need the file from the State for payments to be made on a same-
day, next-day and 2-day settlement? Please complete the following table:  

c.  Which network does your Firm process ACH transactions through – NACHA or the 
Federal Reserve’s Automated Clearing House? 

J.P. Morgan processes ACH settlements through the Federal Reserve Bank, which is 
collectively the largest ACH network operator, as well as the Electronic Payments 
Network (EPN), which is a private sector ACH Operator that also provides ACH 
processing and settlement services. 

d.  How frequently does your Firm send ACH transactions to NACHA or the Federal 
Reserve’s Automated Clearing House? If there is a set-schedule, what times do you 
transmit? 

e.  Discuss the Firm’s methodology for determining debit and credit exposure limits. 
Confirm that your Firm is willing to commit to an ACH exposure limit inclusive of all of 
the State’s payment requirements. 

ACH service is subject to and contingent upon credit approval according to the 
bank’s current credit policies for credit and debit applications. J.P. Morgan will 
discuss this with the State during the implementation process to determine what 
dollar values to expect.  

The bank sets credit and debit limits to help facilitate seamless transaction 
processing, including a cushion over a client’s normal file size, and then monitors the 
client’s ACH activity trends to determine if limits are appropriate. Although clients 
typically are not informed of their limit, it is designed to facilitate uninterrupted 
service. 

f.  What would happen to a file if OST exceeded its daily exposure limit? 

J.P. Morgan coordinates exposure risk with a client’s payment patterns. Exposure is 
calculated as the net settlement over a cumulative two to three business day period. 
When a limit is approached or exceeded, a J.P. Morgan credit officer will make a 
determination to either process the file or notify the State. Please consult with your 
relationship team to discuss this question in greater detail. 
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g.  Does the Firm accept both debits and credits on the same file? If so, discuss any 
additional requirements. 

h.  Can transactions be added online for future processing dates? What is the Firm’s 
maximum retention for future dated transactions? 

ACH items, including ACH transactions (IAT) can be future dated. 

i.  Does your Firm offer Same Day ACH transaction capability? If so, describe the process 
for initiating transactions and any limitations on the use of Same Day ACHs. 

J.P. Morgan ACH originators will automatically be enabled to initiate same-day 
transactions by using the Effective Entry Date within the batch header record on the 
ACH File; an opt-out process is available for clients who do not want same-day 
processing. ACH clients wishing to initiate same-day ACH debit entries must contact 
their relationship team to enable same-day debit processing. 
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j.  How are returned and rejected ACH transactions handled? What information does the 
Firm provide to assist in identifying returned and rejected ACH transactions? When is 
this information available? 

Returned funds post at the end of the 
banking business day. Prior to posting, 
information concerning these items is 
available on J.P. Morgan’s current-day 
report. To confirm that a return belongs to 
the State, J.P. Morgan will perform edits on 
account number, date, individual ID and 
trace number. 

Return Item Processing 

k.  If an individual ACH transaction within a file is rejected, will the entire file be rejected 
and not processed? How will the individual rejected ACH transactions be 
communicated? 

Access Online 
For transactions initiated via the Payments function, the State will have the option to 
configure the system to reject the entire file if there are errors during the file import 
stage or allow partial import of only the valid transactions. If there are any errors 

ADVANTAGE J.P. MORGAN 

To minimize the problems exception 
items can cause, J.P. Morgan carefully 
designed its return item process to 
minimize exception items. 
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during the import stage, the entire file or the individual transaction will be rejected 
with the relevant error message(s).  

At this stage, based on your selected configuration, you have the ability to continue 
with the file import (recognizing only the valid transaction(s) that will be imported) or 
you may choose to cancel the file import process entirely and fix the erroneous 
records before proceeding with the import. Once the transaction is fully approved and 
released, each transaction is acknowledged, e.g. accepted or rejected. 

l.  Is pricing different if ACH transactions initiated from a standard NACHA file is 
transmitted via your Firm’s online reporting system or through a secure FTP process? 

m.  For outgoing ACH transmissions, what options are available in transmitting addenda 
information (i.e. CCD, CCD+ and CTX)? Is there any special processing requirements or 
can this information be added to the NACHA file? Are there any additional costs 
associated with sending addenda information? 

Transactions are executed on pre-existing templates or with those built by the State. 
Users can initiate debits and credits using several formats types, including: 

● PPD (Prearranged Payment and Deposits) 

● PPD+ (Prearranged Payment and Deposits plus Addenda) 

● CCD (Corporate Credit or Debit) 

● CCD+ (Corporate Credit or Debit plus Addenda) 

● WEB (Internet Initiated Entry) via NACHA Import 

● CTX (Corporate Trade Exchange) via NACHA Import 
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Figure 18 

There are additional fees for sending addenda information. Please refer to Tab E, 
Attachment 4 for our Schedule of Fees. 

n.  Can the Firm accommodate the State’s current process for the STRIP program, as found 
in Appendix A? 

J.P. Morgan can accommodate the State’s process for the STRIP program.  

o.  Can the Firm meet all of the pension and payroll direct deposit requirements listed in 
Appendix G  
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14.  Incoming Electronic Transfers 

a.  Describe any solutions your Firm offers to help identify and differentiate incoming 
electronic transfers, similar to Universal Payment Identification Codes (“UPICs”). If your 
solution does not rely on UPICs, please explain the features and the benefits of your 
Firm’s solution. 
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Figure 19 

i.  If an alternative solution is recommended above, is your Firm still able to offer 
UPICs as a solution? 

J.P. Morgan does still offer Universal Payment Identification Code (UPIC). 
UPIC can help protect the State’s sensitive banking information by providing 
a universally recognized account and routing number that is different than 
their J.P. Morgan account number for the purposes of receiving ACH credit 
transactions. Features of UPIC include: 

● Masking routing and account numbers while securely facilitating 
electronic payments 

● Receive credit payments only, blocking all debit originations  

● Used in conjunction with a universal routing number  

● Issued and maintained by banks 

● Remains with the State regardless of changes in account numbers or 
banking relationships 
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b.  How can OST gain access to addenda information (i.e. CCD, CCD+ and CTX) for 
incoming ACH transactions? 

i.  Can this information be viewed online with current and previous day reporting, 
or does the State need to download special EDI reports? 

Access Online gives the State access to ACH transaction information. 
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ii.  Are reports available in human readable formats? 

ACH addenda is shown in its entirety within Access Balance and Transaction 
online reports and Access Online EDI reports. 

iii.  How are the charges assessed for receiving addenda information (by number of 
characters, number of lines, transaction)? 

c.  How will the Firm assist the OST in ensuring payers send ACH transactions to the new 
banking information? 

J.P. Morgan will be able to assist the State with the outreach to their payers for 
communicating updated instructions for incoming ACH payments. While we would 
not contact your payers directly as a part of this process, we will be able to provide 
guidance on the aspects of this type of change to help minimize any impacts to the 
overall payment process. 

15.  Fraud Protection & Controls 

a.  What controls are in place to protect against lost files, duplicate transmissions and ACH 
file edits? 

J.P. Morgan has automated tools for encryption, authentication and duplicate file 
checking to help protect against lost files and duplicate transmissions.  

J.P. Morgan requires clients to meet NACHA requirements for encryption in transit. A 
number of encryption methods are available, including three DES hardware devices, 
PGP (Pretty Good Privacy), HTTPS secure sessions, and SSL and VPN connections.  

J.P. Morgan uses authentication software to authenticate items processed by the 
State. A message authentication code (MAC) is created for the data in the file with 
the software and a set of secret keys. The State then transmits the file to ACH. At 
ACH, the same software and keys are used to calculate the MAC. If the MAC codes 
do not match, the file is rejected and the transmission desk contacts the State. If the 
MACs match, the file is allowed to continue processing through the ACH data stream.  
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b.  Describe the Firm’s ability to block unauthorized ACH debits received. If the Firm 
provides ACH debit filtering, what level of filtering can be applied (originator, originator 
& dollar amount, etc.)? 

J.P. Morgan can block all ACH debits to the State accounts. J.P. Morgan provides 
both ACH debit blocking and ACH Transaction Review products. 

ACH Debit Block 
ACH debit block enables the State to specify which companies are authorized to post 
ACH debits to its accounts, blocking unauthorized use. The system’s “block all” 
option prevents all ACH debits from posting. The State may also set dollar limit 
ceilings. 

How it works 

Transaction Types ACH Debit Block ACH Transaction Review 

 Debit Debit and Credit 

Criteria Block all: 

 By Company ID 

 By maximum dollar amount 

Review all or subset transactions by 
filtering: 

 DR/CR transactions 

 Company ID 

 Dollar amount/dollar range 

 Transaction type 

Returns Returned automatically Client return decision required 

Timing Presentment day Day after presentment 
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Debits not Affected by ACH Debit Block/Transaction Review 

In accordance with customary practices, as well as applicable law and rules, the 
following types of ACH-related debits will not be blocked: 

● ACH debits to the State’s account to offset ACH credit entries originated by 
the State through J.P. Morgan 

● Reversals of previously received ACH credits 

● Reclamation entries, as defined in the NACHA operating rules 

● Debits to the State’s account initiated by J.P. Morgan to correct processing 
errors, effect back-valuations or make other adjustments 

● Returns or reversals of ACH debits originated by the State 

● Fees or charges owed for services provide by J.P. Morgan 

c.  With ACH debit blocking, does the Firm notify the State of attempts to debit funds that 
have been automatically rejected? 

Figure 20 
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d.  Does the Firm offer ACH positive pay (ability to make pay / no pay decisions on 
unidentified transactions)? 

ACH Transaction Review 
The State can use this fraud mitigation service to review and confirm ACH debit and 
credit transactions that post to your account on a case-by-case basis. The State’s 
users simply determine if the transaction in question is authorized and return any 
unauthorized transactions. Clients have until 4:00 p.m. ET, determined by account 
location, to submit decisions. If a Pay or Return decision is not submitted by the 
client, the default Pay or Return decision, as established in the related profile, will be 
applied. 

Users can filter transactions to review by any combination of:  

● Debits and credits  

● Company IDs  

● Dollar amount/range  

● Transaction types  

A self-serve option allows the State to choose either a “pay” or “return” decision 
default on your ACH Filter Profiles. This applies to both credit and debit profiles. 

e.  Can accounts be designated “post no checks” to prevent any check from clearing? 

Post No Checks 
If the State has a business account dedicated to electronic payments (ACH or wires) 
or depository (lockbox), you will benefit from our new Post No Checks service. Post 
No Checks prevents check debits from posting against a designated account 
automatically—with no monitoring required. 

i.  If your Firm does not offer this service, who is liable if a fraudulent check is 
presented and the account is not set up with positive pay? 

Not Applicable 

16.  Wire Processing 

a.  Discuss the process the State must use to set up repetitive wire transfers with the Firm, 
including communication methods (e.g., written request, fax, PC, Internet). 

J.P. Morgan provides the following options for establishing repetitive transfers: 

● Internet: The State can input repetitive wire transfer instructions (or standard 
templates) via Access Online. You also have the option to send your newly 
created templates to J.P. Morgan for verification prior to their activation 
(enhanced templates). 
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● Electronic transmission: Host-to-Host Payments clients can establish 
repetitive lines that will be stored on J.P. Morgan’s mainframe. 

● Mail: Written requests for repetitive line setup are handled on an exception 
basis. 

● Other: Clients who initiate wires via telephone can establish repetitive lines 
that will be stored on J.P. Morgan’s mainframe. 

b.  Please fill in the following table with the cutoff time for an Outgoing Domestic Fedwire 
by origination method. 

 Online  Phone  

 

c.  If wire transfers can be initiated online, describe the system’s security features. Can 
varying degrees of authorization be set (i.e. multiple authorizers, maximum dollar 
amounts, etc.)? 
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Figure 21 

 

The elements of an approval rule are: 

● Payment Type 

● Payment Creation Method 

● Accounts/Account Groups 

● Templates 

● Transaction Amount Limit 

● Approval Type (Sequential or Non-Sequential) 

● Number, Type and Priority of Approvers 

● Approval Rule Elements for Trusted Beneficiary 

Categories enable you to classify users, tying approvals to a group or job function 
rather than a particular individual. 

Multilayer Security System 
Access Online uses a multilayer security system designed to protect the privacy and 
authenticity of users’ data and transactions. 
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Authentication is required for users accessing functions involving value-bearing 
transactions or security activities, for example wires and ACH. We use a two-factor 
authentication process: Industry standard 128-bit SSL (Secure Socket Layer) and 
TLS (Transport Layer Security) helps protect the confidentiality of data and 
transactions. 

d.  During what hours is the Firm’s wire transfer system available? When is the customer 
service staff supporting the wire transfer system available? 

Payment/receipt processing operates from 9:00 p.m. ET each Sunday through 
7:00 p.m. ET each Friday, excluding U.S. Federal holidays. 

e.  Once the Firm is in receipt of instructions, how long does it take the Firm to send the 
wire? 

17.  Digital Payments  
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Figure 22 
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Figure 23 
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Figure 24 
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18.  System Administration 

a.  Please describe your Firm’s system administration capabilities. Can a multilevel 
hierarchy be established (i.e. Treasury (parent), agency (child), user (grandchild))? 

Access Online uses a multi-layer security system designed to protect the privacy and 
authenticity of users’ data and transactions. 

The State’s security environment is maintained by your assigned security 
administrators (SAs), who create and authorize users for Access Online services. 
Using online administration tools, SAs can lock down security with precise user 
entitlements, limits and account settings and generate entitlement reports to meet 
auditing requirements.  

All active security administrators may oversee and entitle user privileges across all of 
the State’s J.P. Morgan Access Online users, created under your J.P. Morgan 
Access profile.  

  

b.  Can additional hierarchy levels be added? 
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c.  Describe the process of granting entitlements and access to individual users. Can 
agency heads (child) be delegated the responsibility for maintaining end-user 
(grandchild) entitlements? 

 

As a standard practice and to help the State maintain audit controls, a minimum of 
two security administrators are required for user setup and maintenance.  

● One security administrator establishes users for accounts, services (e.g., 
ACH initiation, funds transfer initiation or balance reporting) and functions 
(e.g., reporting, transaction initiation and transaction approval or release). 

● A second security administrator approves the user entitlements granted by 
the first security administrator. 

● For each user created by a State SA, we establish basic authentication user 
IDs. Digital signature authentication IDs will be established for users 
authorized for transaction initiation and administrative functions. 

● SecurID tokens are assigned by the security administrator to those users 
who need to perform digital signatures. 

● User IDs are sent electronically to one security administrator, along with the 
SecurID tokens. The other security administrator electronically receives the 
user passwords. The State’s security administrators are responsible for 
distributing the IDs and passwords (and a SecurID token if required) to each 
user. 

● Users sign on to Access Online to start the new user identification process 
with the secured information provided by your security administrator. This 
sign-on procedure, in combination with the acknowledgement and pre-
established user entitlements, creates an electronic user profile that will be 
employed for all Access Online communications with J.P. Morgan. Each 
user’s Access Online desktop will reflect the accounts, services and functions 
to which that user has been entitled. 

Standard Security Administrator Model 

 

Figure 25 
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d.  Can the State designate administrators? 

The State will nominate your own security administrators to establish and approve 
users for accounts, services and functions using an online entitlement feature. 

e.  What levels of authorization (i.e. accounts view, transaction capabilities, etc.) can be 
permitted or turned off for individual users? 

Using online administration tools, SAs can lock down security with precise user 
entitlements, limits and account settings and generate entitlement reports to meet 
auditing requirements. 

Access Online allows complete flexibility for the State] to designate the rights of each 
user on the platform, and provides comprehensive and configurable user 
entitlements, limits and approval workflow to provide optimal control. Available 
services accommodate a wide range of security options, including dual control 
among users, daily or transaction limits and transaction approval rules. 

Each user can be restricted by dollar amount and function, such as creating, 
approving and releasing transactions – or no transaction entitlements at all. 
Privileges are entitled for specific bank accounts, as well as dollar amounts at either 
single transaction level, daily aggregate level or both.  

By separating duties, accounts and approval workflows, the State can help reduce 
the risk of fraud or compromised data. The State’s security administrators are the 
only individuals able to assign users with transaction initiation privileges. 

f.  When setting up a new user, can a current user’s profile be copied from one user to 
another? 

There are four setup methods: 

● Express Setup: This is the simplest and fastest way to set up entitlements, 
using pre-defined roles to assign product and functions entitlements. 

● Clone: This setup method enables the State to quickly and easily assign 
products, functions, accounts and group membership to a new user by 
cloning (replicating) the entitlements granted in Administration from and 
existing user. 

● Profile Only Setup: This setup method enables the State to establish user 
profile information without assigning entitlements. 

● Custom Setup: This method allows the greatest amount of customization, 
enabling the State to choose specific entitlements to products, functions, 
accounts and group membership. 

19.  Online Reporting System 

a.  Are there limits on the number of OST users that can have access to the Firm’s online 
website? 
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b.  How soon after the cut-off date are the following items ready?  

 Online  By Mail  

Bank Statements Bank statements are available 
online within two to three business 
days from the statement cutoff 
date. 

While electronic delivery is 
standard, bank statements can be 
mailed 3 business days after the 
statement cutoff date. 

CD-ROMs n/a CDs are shipped two to three 
business days after weekly cutoff 
date, or with monthly reconcilement 
package. 

Partial Reconciliation Information Reconciliation packages are 
available online within five business 
days from the close of a cutoff 
cycle. 

While electronic delivery is 
standard, reconciliation packages 
can be mailed 5 business days 
after the statement cutoff date. 

Full Reconciliation Information Reconciliation packages are 
available online within five business 
days from the completion of cutoff 
cycle and receipt of all incoming 
issuance/void files for the period. 

While electronic delivery is 
standard, reconciliation packages 
can be mailed 5 business days 
after the statement cutoff date. 

Account Analysis Statement Account analysis statements are 
available online within six business 
days from the close of the billing 
period. 

While electronic delivery is 
standard, account analysis 
statements can be mailed within 6 
business days after the close of the 
billing period. 

 

c.  Describe any recent or upcoming major upgrades to your Firm’s online reporting 
system. 
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d.  Are there fees associated with user accounts for the Firm’s online website? 

 

e.  What time is previous day information available? 

Prior day reporting will be made available by 7:00 a.m. ET. 

f.  Can electronic reports be customized by users within the Firm’s online platform? Can 
these customized reports be saved? Can the templates be shared with other users? 

The State can create and save customized reports through a set of filter criteria, e.g., 
date range, accounts, reference numbers, check numbers, transaction types, etc. 
Users can: 

● Run, view and modify all customized reports quickly and easily 

● View reports online or export them to Adobe PDF or Microsoft Excel formats. 
The State can export to Excel from any File List View. 

● Most reports can be exported into CSV, BAI2, OFX, ISO camt.052, camt.053, 
camt.054 or SWIFT MT942/MT940 files. 

● Schedule online reports for automatic generation (PDF, XLS). 

Output will be delivered to your Report Inbox and available for 24 hours. 

g.  Complete the following table indicating how long each item is available online? 
Differentiate between the standard term and the terms available for an additional fee. 
Please note, this question is asking for how long the items are available, not when they 
are available. 

 Standard Term  Optional Terms Available  
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 Standard Term  Optional Terms Available  

 

h.  In what file formats can transaction data be downloaded? Can activity be downloaded 
into Excel? 

The State can export data from Access Online to Microsoft Excel and other software 
packages. The State can export to Excel from any File List View. 

Access Online can also export information throughout the day to update the State’s 
accounting, ERP and/or treasury workstation systems. For interface to treasury 
workstation environments, the service provides balance and transaction information 
in the following formats: 

● Microsoft Excel 

● BAI2 

● Comma-separated Values (CSV) 

● SWIFT MT942/MT940 

● ISO camt.052/053, camt.054 

● Open Financial Exchange (OFX) 

● Formatted reports 

i.  What protocols are available for transmission of prior data with the State’s servers 
retrieving the file from the bank servers? Are these files transmitted by FTP? How early 
can these files be retrieved? 

The firm provides transmission solutions that are designed to secure and protect 
data. File transfer options offer advanced security features to prevent unauthorized 
access and safeguard data against theft or manipulation. Documented standards 
require staff to select the appropriate file transfer protocol, encryption, authentication 
and non-repudiation method that is required per firm and specific line of business 
requirements.  

  

j.  What technology options would your Firm recommend OST use for archiving historical 
check images (i.e. CD-ROM, online retention, data transmission)? 

J.P. Morgan recommends our flexible and convenient on-line long-term checks paid 
image archive solution, though Access Online Checks. The standard archive 
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retention period is seven years online for paid check images (front and back). This 
retention period is at an account level.  

k.  For historical images of disbursement checks that are accessible online, does your 
Firm charge per image stored or per image accessed? 

We have billing options to charge either per image stored or per image accessed, but 
given the low cost for per image stored and the ability to have unlimited access to 
stored images for the retention period, clients typically find better value with billing 
per image stored. 

l.  Can historical images of checks be sent by transmission to the State for archival 
purposes (i.e. a full fiscal year)? If so, describe. 

m.  If available, provide access to an interactive demonstration of the Firm’s online 
reporting capabilities. 

J.P. Morgan welcomes the opportunity to provide demonstrations of our online 
products and services. 

n.  Describe any mobile applications that your Firm offers for smartphones or tablets. What 
banking services can be completed using these applications? Complete the following 
table indicating which banking functions can be completed through the mobile 
applications.  

More Than a Trend 
Revolutions in technology areas such as social networking and smartphones create 
more urgency for the State to upgrade the way you collect from consumers. An AFP 
Electronic Payments Survey found that in 2016, 12% of organizations reported using 
mobile tools to initiate payments, while another 26% said they plan to do so in the 
next three years. Similarly, 10% said they currently accept mobile payments from 
consumers, while 28% indicated they plan to start in the next three years.  
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Our responses to the questioned banking functions that can be completed through 
our mobile applications are listed below. 

 

o.  What dual authentication protocols are available and does your Firm use (i.e. tokens, 
etc.)? 

Authentication is required for users accessing functions involving value-bearing 
transactions or security activities, for example wires and ACH. The firm uses a two-
factor authentication process: Digital signature authentication is achieved through the 
firm’s patent-pending solution, leveraging SecurID token technology to provide 
signatures. 

Helping the State prevent wire transfer fraud on your accounts is a high priority for 
J.P. Morgan. In addition to Access Online’s security features, the Administration 
functions and implementation options offer the State the ability to choose settings 
and features that help prevent fraud. 

● Access Online uses multi-layered security designed to protect the State’s 
data and transactions. 

● Access Online automatically prevent a single user from performing all actions 
(create, approve and release) on a single payment, even if the user is 
entitled to create, approve and release. 

● For those functions that demand an extra level of security, Access Online 
provides two-factor authentication via SecurID token technology. 

● PSTP or Portable Security Transaction Protocol, a patent pending 
technology developed by J.P. Morgan, uses SecurID devices to digitally sign 
transactions and provide a level of security formerly available only using 
digital certificates. 

p.  Does the Firm’s online reporting system offer the ability to set and send e-mail alerts? 

Access Online supports alerts via email or through the Access Online inbox to notify 
users that payments were entered for approval or have been approved. Access 
Online offers a wide variety of customizable business critical alert notifications to 
save the State time and make sure you never miss anything. 
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You can elect to receive Access Online alert 
notifications via email and/or online via the Alerts Inbox. You can define, manage and 
view messages from anywhere in the Access Online platform. For example: 

The State will receive alerts via email from “Access Online Alerts.”  

Note: J.P. Morgan will never send emails that require you to send account or 
personal information to us via public email or pop-up windows. 

q.  Can electronic reports be scheduled to be generated automatically and e-mailed to 
designated users? 

The State can create and save customized reports through a set of filter criteria, e.g., 
date range, accounts, reference numbers, check numbers, transaction types, etc. 
Users can: 

● Run, view and modify all customized reports quickly and easily 

● View reports online or export them to Adobe PDF or Microsoft Excel formats. 
The State can export to Excel from any File List View. 

● Most reports can be exported into CSV, BAI2, OFX, ISO camt.052, camt.053, 
camt.054 or SWIFT MT942/MT940 files. 

● Schedule online reports for automatic generation (PDF, XLS). 

r.  Does your Firm offer any solutions where reports are directly downloaded and 
accessed from specific workstations? 

J.P. Morgan Access entitlements and output reporting are determined at the user ID 
level only. Account balance and activity data from our web-based reporting cannot be 
assigned to specific workstation locations or email destinations. Should that become 
a business need, we can discuss our Host-to-Host reporting with the State. 

20.  Reconciliation Services 

a.  Does the Firm offer full Account Reconciliation Program (“ARP”) services? 

Yes, J.P. Morgan offers a complete range of account reconciliation (ARP) services. 
The full reconciliation service is described in further detail below. 
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Full Reconciliation 
J.P. Morgan offers the State a complete reconciliation of outstanding and paid 
checks, with the option of reconciling accounts by the week, month, fiscal or calendar 
year in a format tailored to meet your needs. You provide us with detailed check 
issue data, including account numbers, check numbers, issue dates, dollar amounts 
and reference information (up to 15 bytes). The State chooses how you wish to 
supply this data: In a file transmission or by upload or manual key entry to Access 
Online, as warranted by the check activity in each account. 

With check issued data, J.P. Morgan will perform a full reconciliation of activity in the 
account, delivering a reconciliation report package online via Access Online. The 
standard full reconciliation package contains an account statement, balance sheet, 
paid and outstanding check listing, plus a summary including check number, issue 
date, amount paid and paid date. 

b.  What report options are available for full reconciliations? Do these reports include 
information on check, ACH, and wire transactions? Provide sample reports. 

Available partial and full reconciliation reports are listed below.  
 

Reconciliation Reports Package 

Report Name Full Report Description 

Bank Statement Yes Provides a summary of credit, debit and paid check activity for the 
statement period as well as balances at the start and end of the period. 
The statement then provides a detailed chronological listing of credit 
and debit transactions. For each transaction, the entry provides the 
ledger and value dates, the dollar value of the transaction and detailed 
transaction description. The report also provides closing ledger 
balances.  

Consolidated Diagnostic 
Summary Report 

Yes Provides an itemized listing of issued and paid check exception items 
during the reconciliation period. 

Consolidated 
Reconciliation Report 

Yes Lists both unpaid and paid checks for the reconciliation period. Full and 
range reconciliation clients may receive this report in addition to or in 
lieu of the Paid and Unpaid Reports. 

This report reflects the status of checks written, whether paid, 
outstanding or assigned a special status, such as cancel or stop 
payment. 

The standard report is printed in serial number sequence. Serial 
numbers are sequenced vertically. 

Coversheet Yes Summary page. 

Current Stop 
Reconciliation Report 

Yes Lists stops on file for an account as of the reconciliation period date. 

DDA Paid File Yes Provides an itemized listing of all paid checks during the period. 

Daily Paid File Yes Provides an itemized listing of paid checks during the previous 
business day. 
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Reconciliation Reports Package 

Report Name Full Report Description 

Miscellaneous Credit 
Reconciliation Report 

Yes Lists credit transactions posted during the reconciliation period. 
Miscellaneous credits include deposits, electronic credits and credit 
adjustments processed by the bank. 

Descriptive information relative to the item is provided where 
applicable. 

Miscellaneous Debit 
Reconciliation Report 

Yes Lists debit transactions, other than checks, posted during the 
reconciliation period. 

Outstanding Settlement 
Report 

Yes Provides the balances pertaining to the issue information submitted 
during the reconcilement period. 

Paid No Issue Report Yes Lists separately the current- and prior-period paid items with no 
corresponding issue information on file. Items will remain on the report 
until issue information is submitted. The bank can generate a Paid-No-
Issue Report upon request. 

Paid Only Diagnostic 
Summary Report 

Yes Provides an itemized listing of issued and paid checks during the 
reconciliation period. 

Paid Only Reconciliation 
Report 

Yes Lists checks paid during the reconciliation period. The standard Paid 
Only Report is printed in serial number sequence. 

Serial numbers are sequenced vertically. A grand total of paid items is 
printed at the end of the report. 

Recap of Posted Items Yes Provides a daily recap of all items posted during the reconciliation 
period. It also summarizes, per day, the number and amount of issues, 
stops placed, stops removed and canceled items. The report is printed 
in sequence vertically by day. 

Reconciliation Data File Yes Text file containing issues, stops placed, stops removed, canceled 
items and outstanding checks. 

Stop Reconciliation 
Report 

Yes Lists stops on file for an account as of the reconciliation period date. 

Unmatched Report Yes Lists unmatched paid and issued items (outstanding checks and paid-
no-issues) as of the reconciliation period date in amount sequence. 

Unpaid Only Diagnostic 
Summary Report 

Yes Summary of outstanding check and exception items. 

Unpaid Only 
Reconciliation Report 

Yes Lists outstanding checks and exception items, including stops and 
cancels, as of the end of the reconciliation period. The total of 
outstanding items is printed at the end of the report. 

 

c.  Describe how reconciliation data would be transmitted to the State? What data elements 
are available? 

J.P. Morgan offers flexible account activity and transaction reconcilement reporting 
options for all transactions types, not just for checks. They may be delivered in a 
variety of schedules and industry standard file formats, such as fixed-width, CSV, 
Excel, BAI2, SWIFT MT 940, ISO2002. They may be delivered via the Access Online 
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platform of Host-to-Host delivery. Once we understand the State’s specific goals and 

preferred ERP interfaces, we will advise on the best approach.  

Data elements on the reconciliation file include: record status type, account number, 
check number, amount, issue date, paid date, additional data field [optional and can 
contain client-provided data], and payee name. 

21.  Account Analysis Statements 

a.  Provide a sample analysis statement. How soon after month-end is the analysis 
statement available? 

The State can retrieve electronic account analysis statements via Access Online  
 

. All sections of your account analysis statement may be 
viewed, printed and exported through Access Online. Analysis statements are 
available in PDF, Excel and CSV formats. In addition, statements can be downloaded 
in a BAI file via Access Reports or via Host-to-Host Direct Transmission. 

Figure 26 
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Figure 28 
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b.  Can Association for Financial Professionals (“AFP”) Service Codes be included on the 
analysis statement? If not, does your Firm offer another report that provides this 
information? 

J.P. Morgan provides AFP service codes* on U.S. account analysis statements. 

*A portion of this material related to the AFP Service Codes is copyrighted by the Association for Financial 
Professionals and has been reprinted with permission. 

c.  Are account analysis statements available online? How many prior months are 
available? Can the account analysis details be downloaded into Microsoft Excel? 

The State can retrieve electronic account analysis statements via Access Online. 

d.  Is the Firm able to send analysis statements in an 822 file? 

J.P. Morgan supports EDI 822 version 4010. Delivery is available via: 

● Direct transmission: Once a secure FTP connection has been established, 
the monthly file is available by the sixth business day after the close of the 
billing period for download. 

● Secure email distribution: An embedded link in a secure email links to the 
file for download. 

22.  File Transfers 

a.  Can the Firm provide all of the file transfers required in Appendix F? If not, please 
explain any potential issues with meeting these requirements. 

J.P. Morgan supports several standard lockbox data transmission formats and can 
also develop customized formats as required for your accounts receivable system.  

J.P. Morgan’s standard formats include: 

● The ANSI X.12 823 and 820 formats 

● All standard variations of the 80-character-per-record lockbox BAI2 format 
accepted by major accounts receivable software vendors such as Oracle, 
SAP (their lockbox BAI1 and BAI2 formats) and PeopleSoft (their 102-
character variation) 

Sample standard BAI2 formats are provided in the Lockbox BAI2 Data Transmission 
Guidelines and Formats Description document in Appendix 13. Proprietary formats 
can be accommodated as well. A one-time programming charge may be assessed 
when significant format customization is required. 

b.  What type of confirmation(s) can the State receive that the direct deposit files were 
received and processed? Are email or mobile alerts available? 

An email alert can be established to notify the sender that a transaction has been 
rejected. This email alert should be used in conjunction with the automated 
acknowledgement method mentioned below in part c. to ensure there is an adequate 
notification process in place. 

c.  How will the State be notified if a file fails to process correctly? What are the notification 
options? Describe the process of resolution if this happens to a payroll file. 

J.P. Morgan will respond to each input file with a level one confirmation. A level one 
response will include file level validation and control information. It will also include 
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J.P. Morgan’s front-end transaction validation. Each accepted transaction will be 
displayed with a confirmation record. Each rejected transaction will be displayed with 
a confirmation and reject record. A file trailer will also be sent. Additional levels of 
acknowledgements will be provided where applicable (FX transactions, ASC X12 
processing etc.). 

If the payment file contains a transaction that fails our transaction-level validation, 
only transactions that failed validation will be rejected. The rest of the payment file 
will be processed. 

An email alert can also be established to notify the sender that a transaction has 
been rejected. This email alert should be used in conjunction with the automated 
acknowledgement method mentioned above to ensure there is an adequate 
notification process in place. 

d.  If a direct deposit file is rejected, who can the State contact for resolution? 

e.  Are there alternative file formats available that would provide more functionality than 
what the State is using now? 

J.P. Morgan offers flexible account activity and transaction reconcilement reporting 
options for all transactions types, not just for checks. They may be delivered in a 
variety of schedules and industry standard file formats, such as fixed-width, CSV, 
Excel, BAI2, SWIFT MT 940, ISO2002. They may be delivered via the on-line 
J.P. Morgan Access platform or Host-to-Host delivery. Once we understand the 
State’s specific goals and preferred ERP interfaces, we will advise on the best 
approach.  

23.  Earnings Credit Rates (“ECR”) 

a.  Does the State have the choice of paying the Firm by either “hard dollars” or “soft 
dollars”? Is the pricing the same for either option? If not, what is the difference? 

Yes, J.P. Morgan offers a demand deposit account (DDA) with the option of either 
paying a “hard dollar” interest or an earnings credit allowance (“soft dollar”). Pricing 
information is available in Tab E: Schedule of Fees. 

J.P. Morgan offers an earnings credit–a soft dollar value calculation–on cash 
balances in non-interest bearing accounts. This earnings credit can be used to offset 
certain banking service fees and may enable the State to realize greater value for 
your cash compared to other alternatives. The account analysis statement 
automatically applies the earnings credit to offset service fees for an analysis period. 
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To the extent that earnings credits are not sufficient to offset all service charges, the 
State will pay hard dollars for the balance. J.P. Morgan will invoice you for this 
payment. Balances required to offset service charges will vary based on fluctuations 
in the earnings credit rate and account activity. The earnings credit allowance is 
automatically credited to your monthly billing statement. 

b.  How does the Firm determine, adjust, and apply the ECR? 

The earnings credit allowance is calculated based on the average daily positive 
collected balances in the non-interest bearing accounts less the reserve requirement 
(currently 0%) using the following calculation: 

Monthly Earnings Credit Allowance Calculation 

(Average Monthly Investable Balance x ECR x Actual Number Of Days in Month) 

Actual Number of Days in Year 

 

c.  Is the Firm willing to link the ECR to a market index? If so, which index is suggested? 

 

d.  Does a reserve requirement apply on balances? 

In calculating the ECR, J.P. Morgan currently does not deduct the reserve 
requirement from the available balance. 

Since October 1, 2008, the Federal Reserve has paid interest on reserves held at the 
Federal Reserve by member banks. J.P. Morgan passes this benefit to you by basing 
the earnings credit on 100% of the eligible balance of non-interest bearing demand 
deposit accounts. 

e.  Will the Firm assess any balance-based charges to the State? If so, 

i.  Provide a list of each charge. 

ii.  What is the charge for an entire year on a $1,000,000 balance? 

iii.  How is each charge computed? 

iv.  Are these charges assessed on ledger or collected balances? 
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The following formula is used to calculate the BBC: 

Balance Based Charge Calculation (monthly) 

Average Positive Ledger Balance x Charge Rate x Number of Calendar Days in the Month /  
Actual Number of Days in the Year 

 

As with other eligible fees, the monthly Balance Based Charge may be offset by 
earnings credit provided by J.P. Morgan. 

f.  If the Firm’s assessment / surcharge by the FDIC is lowered during the term of the 
contract with the State, will the proposed balance based charge be lowered as well? 

g.  Provide the earnings credit rate history for the 5-year period from April 2013 through 
March 2018. Please indicate the earnings credit rate for each month. 
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h.  What is the Firm’s current ECR? What is the ECR you are offering to the State? 

i.  If the proposed earnings credit rate is higher than bank’s standard ECR, does your Firm 
plan to maintain this spread for the OST over the life of the contract? 

J.P. Morgan does not maintain a spread, but we would continue to offer a competitive 
ECR, above standard, to the State over the term of the contract. 

j.  Does the Firm have any limits on the amount of deposits that the State could maintain 
with the Firm? 

The bank does not have any limits on the amount of deposits that the State could 
maintain. We look forward to the opportunity to discuss how our liquidity and 
investment options could benefit the State to maximize your returns and value 
realized by the State. 

k.  Can “excess” earnings credits be carried forward to cover charges in the following 
month? Is there a limit on how far forward excess earnings credits can be carried? 

Earnings credit is calculated and applied on a monthly basis. Excess credit amounts 
are not carried forward to the next month. Excess earnings credit would fall off at the 
end of the invoice settlement period. 

24.  Overnight Investment Option or Interest Bearing Bank Deposit (If your Firm is proposing more 
than one sweep vehicle, please make sure each of the following questions is answered for each 
option.) 

a.  What short-term investment vehicle(s) or interest bearing account(s) does the Firm 
propose to use for the overnight sweep of the State’s main demand deposit accounts? 

J.P. Morgan offers a variety of deposit and investment alternatives for your operating 
and reserve balances including: 

● Commercial Checking with Interest 

  

● Money Market Funds (through a sweep or direct investment) 

Commercial Checking with Interest 
J.P. Morgan’s Commercial Checking with Interest, also known as a DDA, is part of a 

suite of products which provides the option of either paying an earned credit rate 
(ECR) or “soft dollar” interest on balances which are applied against bank fees or 

“hard dollar” interest.  

The DDA with ECR and the DDA with interest are both fully liquid with no restrictions 
on withdrawals. J.P. Morgan also offers a Hybrid DDA which offers both a soft dollar 
interest to be applied against bank fees up to a pre-determined level of balances and 
hard dollar interest on any balance over that level. Please refer to the Hybrid DDA 
section for more information. 
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Figure 29 
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Money Market Funds 
J.P. Morgan Asset Management offers a variety of money market funds (MMF), 
ranging from diversified credit instruments to government obligations. The average 
maturities of these MMF investments are short term, generally 45 to 90 days, and the 
yields are market driven. Select third party (non-J.P. Morgan) MMFs are available. 

J.P. Morgan offers the State the convenience of an automated investment sweep and 
direct investment through J.P. Morgan Access Liquidity Solutions. For direct and 
automated intraday investments (purchases and redemptions) the funds are subject 
to specific market cutoff times during the day.  

 
 

MMF yield and share classes are dependent on the investment amount and 
investment channel. Please see table below for share class minimum balances: 
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b.  Does a reserve requirement apply to the proposed option? 

No. 

c.  Does an FDIC assessment, deposit based fee, or similar fee apply to the proposed 
option? 

 

i.  If so, what is the current charge for an entire year on a $1,000,000 balance? 
How is this charge computed? 

Not applicable. 

ii.  Is this charge assessed on ledger or collected balances? 

Not applicable. 
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d.  Provide investment return history for the 5-year period from April 2013 through March 
2018 for each option proposed. Show the yield for each month. 

 
 

 

 

e.  With substantial changes in the interest rate and regulatory environments over the last 
10 years, what types of changes or recommendations has your Firm made to clients 
regarding bank deposit balances (i.e. use of compensating balances, sweeps into 
repurchase agreements, sweep into money market mutual funds, interest bearing 
checking accounts, other)? 

f.  If a sweep is proposed, what time of day is the sweep deadline? Is it end-of-day or next-
day sweep? 

If we determine a sweep is the best option for the State, we would propose an end-
of-day sweep to avoid the risk of late day transactions or adjustments that could 
result in overdrafts. 

g.  What fee (if any) is charged to sweep funds into the proposed investment vehicle(s)? Is 
the charged assessed per account or by the relationship? 

 

h.  If the Firm is proposing a money market mutual fund, provide a copy of the current 
prospectus and identify the class of shares by providing the ticker symbol or CUSIP. 

Money market fund (MMF) share classes are dependent on the investment amount 
and investment channel.   
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i.  If the earnings credit rate or overnight investment option is not competitive, the State is 
considering transferring all funds from the DDA accounts to their custody bank at the 
end of each day. The State would transfer funds back into the DDA account(s) on a daily 
basis to meet the disbursements needs each day. Are there any objections or potential 
issues with this setup? 

J.P. Morgan is committed to offering a competitive earnings credit rate and 
investment rate(s) to the State and we have a number of liquidity products and 
solutions to help the State optimize your returns. We look forward to discussions with 
the State on managing your excess cash and options for investing reserve and 
strategic cash, as well as discussing the benefits to maintaining operating balances 
with the bank supporting your daily cash management activities. 

j.  Would the Firm be willing to facilitate these transfers with standing instructions from 
the OST? 

J.P. Morgan recommends that the State use Access Online to initiate wire 
transactions. Access Online makes it easy to initiate and manage transactions 
through a customizable platform. Access Online provides for a common set of 
intuitive templates for every payment method. For example, the State can easily 
create beneficiary templates with lockable and editable fields to set up 
recurring/repetitive payments. 

k.  At what time is the Firm able to provide the State with the total disbursements that will 
clear that day? 

For accounts using our Syracuse controlled disbursement endpoint, the first 
presentment is made by 8:30 a.m. ET and the second presentment is made by 10:00 
a.m. ET. The average reporting time for first notification during the previous quarter 
was 7:35 a.m. ET. The average reporting time for final notification during the previous 
quarter was 9:46 a.m. ET. 

During the previous quarter, 99.93% of dollars and 99.87% of items were included in 
the first presentment, with the balance included in the second presentment. 

l.  Are balances in the sweep product shown and associated with previous day or current 
day reports? 

As we are proposing end of day sweeps, balances shown are associated with 
previous day reports. 

m.  If the Firm is proposing a next-day sweep, please explain and diagram the movement of 
funds in and out of the DDA. If there are more than ample funds in the sweep vehicle, is 
there any possibility that the DDA account would be overdrawn? 

If the State decides to sweep funds to an investment account, J.P. Morgan 
recommends using an end-of-day sweep.  

25.  Collateral Requirements 

a.  Please confirm the Firm’s willingness to comply with the Guidelines. If there are any 
exceptions for the State to consider, identify those, and the impact they can have on the 
Firm’s offering. 

J.P. Morgan is willing to comply with the State’s Guidelines as indicated in 
Appendix B: Cash Management Policy Board Guidelines. 
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J.P. Morgan will collateralize all public deposits as necessary and has no established 
maximum, to date.  

NCMG Process and Procedures 
JPMorgan Chase Bank, N.A. (“Bank”), through its National Collateral Management 
Group (“NCMG”), employs a Bank developed Corporate Collateral Management 
System (Coast), which provides daily monitoring of deposit balances and security 
value for collateralization purposes. 

Coast is reviewed each Federal Reserve banking day by dedicated Collateral 
Managers for compliance with customer collateral requirements. Collateral 
requirements are based upon the end-of-day ledger balances (except for Louisiana 
clients, where collected balances are used) in deposit accounts (demand and time 
deposits) (plus accrued interest if any), less applicable FDIC coverage, plus 
applicable margin (gross-up), if any. The end-of-day deposit balances are uploaded 
into Coast the following Federal Reserve banking day morning from the Bank’s 
deposit system. NCMG monitors the market value of collateral pledged to our 
customers and compares the market value to the collateral requirements. In the 
event a market value reduction creates an under-collateralized position, additional 
collateral will be pledged promptly. 

b.  Explain how the Firm’s approach to collateralization impacts the proposed pricing. 

 

c.  What type of collateral does the Firm propose? Explain in detail. 

State law will govern acceptable collateral for public fund clients, if applicable. The 
State may provide further direction as to types of acceptable collateral. The types of 
collateral pledged are subject to change.  

Subject to applicable state law and anticipated deposit levels, the bank may pledge 
an irrevocable letter of credit issued by a Federal Home Loan Bank and securities in 
the form of US Treasury (bills, notes, bonds and TIPS) and Agency (Fannie Mae, 
Freddie Mac) securities as collateral to secure public fund deposits. In circumstances 
where the amount of deposits exceeds the size of the letter of credit the bank will 
provide the required collateral using other forms of eligible collateral. Your 
relationship team or NCMG will be pleased to discuss our approach and provide 
additional information. 

d.  Where will the collateral be held? What type of collateral reports will the State receive? 
Who sends these reports and how frequently? 

Custodian for Collateral 
The Bank currently employs the Federal Reserve Bank (“FRB”) as the primary 
custodian for joint-custody security accounts (“collateral account”). The 
Administrative Reserve Bank (“ARB”) that holds the securities for the Bank is the 
FRB of New York (determined by Federal Reserve rules). The FRB of Boston is the 
Federal Reserve System’s national collateral account administrator. Pledged 
securities will be held in a FRB collateral account in the name of the Public Entity 
(i.e., the State of Delaware). 
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In order to establish a collateral account, FRB requires a copy of the completed FRB 
“Pledgee Agreement Form (PA)” and “Fed Mail Form” from the Public Entity (the 
Public Entity must agree to the custodial agreement terms set forth in the FRB’s 
Operating Circular 7, Appendix C, as amended from time to time). The FRB will not 
review or complete any tri-party custodial agreements that Public Entities or banks 
present for collateral accounts. (Copies of these FRB forms are available from 
J.P. Morgan upon request.) 

The Public Entity will be assigned a unique, alphanumeric collateral account number 
by the FRB upon the receipt, review and verification of the completed PA and Fed-
mail forms. The Public Entity may retain the original forms for their records.  

If a Public Entity has (or had) a FRB collateral account, the Public Entity can provide 
NCMG the FRB alphanumeric collateral account number, a listing of authorized 
signer(s) and verification requirements listed on the existing PA or provide a copy of 
an existing PA, such that NCMG can pledge into their collateral account. If the Public 
Entity has a PA greater than two (2) years old, it is recommended that the Public 
Entity submit a new PA.  

Until NCMG receives the FRB documents (or information regarding the existing 
account), NCMG will pledge collateral into a Bank controlled account at the FRB in 
the name of the Public Entity on Coast. 

Reporting 
The State will continue to receive collateral reporting as provided by the Federal 
Reserve Bank.  

The FRB provides two (2) types of reporting: 

● Joint Custody Daily Activity Statements (AS) – reports account activity when 
conducted within the collateral account 

● Monthly Securities Holdings Report (MSHR) – reports all securities held in 
the Public Entity’s collateral account at month end.  

Both reports are sent within 24 hours either by email or by facsimile. The FRB reports 
list the original par value of the securities pledged and does not report market value 
of securities pledged. The FRB does not provide on-line access to collateral account 
nor hold any irrevocable letter of credit issued by a Federal Home Loan Bank. 

The State has requested that the Bank not provide individual collateral reporting, for 
the State uses the Federal Reserve Bank reporting. The State will continue to receive 
the average deposit reporting from the Bank. 

J.P. Morgan’s Firmwide Regulatory Reporting and Analysis group will provide 
average deposit reporting on a monthly basis. 

Should the State desire to change these reporting services, we welcome the 
opportunity to discuss the available alternatives. 
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26.  End-of-Day Overdrafts 

a.  Does the Firm return items if an overdraft exists? If yes, how flexible is this policy? 

To mitigate the risk of an overdraft, we can explore with the State establishing an 
overdraft netting arrangement where physical balances remain within their account 
structures, but we can virtually aggregate balances to mitigate overdrafts. 

Any funding resulting in next day funds could lead to an overdraft. If the State should 
have an overdraft, you will be contacted by the bank to help make sure the account is 
processed appropriately. We look to resolve overdrafts before 12 noon ET. You can 
always contact your client service professional, Gus Baltazar, if you have any 
questions or concerns. 

b.  What are the fees and interest charges associated with overdrafts? How are these 
charges calculated? 

.P. Morgan charges for the use of end of day (EOD) uncollected funds by applying a 
daily variable overdraft (OD) rate to individual DDAs for each day an overdraft 
occurs. Interest and overdraft fees can be offset by an earnings credit allowance and 
may be assessed on a per-occurrence basis. 

The formula for Negative Collected Balance Fee is as follows: 

Negative Collected Balance Fee Calculation 

(Negative Collected Balance x OD Rate x Number of Days Overdrawn) /  

360 days 

 

There is also a per occurrence fee for each individual overdraft when paid or 
returned. 

c.  Is there a fee per check or per occurrence when there is an overdraft? If so, what is it? 

Yes, there is a fee per check when there is an overdraft. Please refer to the pricing 
for fees associated with overdrafts. 

d.  Is there a daily cap on fees? If so, what is it? 

No, there is no daily cap on overdraft fees. The negative collected balance amount 
would be assessed a fee . There is no cap 
on this charge; however, we work closely with clients when overdraft charges would 
apply. 

27.  Daylight Overdrafts 

a.  Describe the Firm’s policies concerning daylight balance overdrafts. Indicate whether 
this is applied to each individual account or across all accounts of a client relationship. 
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Daylight overdrafts are referenced in the context of either intraday credit line (IDL) or 
intraday liquidity (Fed daylight overdraft) usage. T  

 

b.  Is wire transfer processing stopped when the intra-day limit is reached? 

Recognizing a client’s credit standing, an appropriate intraday credit limit will be 
made available to make sure your transactions flow smoothly and efficiently through 
our systems. This limit is electronically verified by our Funds Transfer Balance 
Control System. Payments within the limit, plus the current cash position in your 
account, will instantly flow through to the appropriate execution mechanism. 

Should a payment take your account balances over the intraday limit, the transfer will 
be stored electronically and referred to your funds control officer for approval. If 
covering funds are received while the payment is stored, the transfer will be 
automatically released without manual intervention. 

c.  If the Firm incurs a daylight overdraft charge from the Federal Reserve, will it pass this 
charge on to its customers? If so, how (e.g. intra-day loan, daylight overdraft facility 
fees)? How is the charge allocated among customers? 

 
 

C. New Services & Ideas 

1.  Describe any new services or ideas that will enhance the State’s use of banking services. 

J.P. Morgan will look to present any new product enhancements or innovative solutions that 
would benefit the State during our quarterly meetings.  
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2.  Provide any additional information your Firm believes to be pertinent to your ability to provide 
this service but not specifically requested elsewhere in this RFP. 
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We will assist the State in implementing the agreed upon recommendations identified during 
the review that are aligned with the goals and objectives stated in the RFP, highlighted in this 
proposal, and discussed during the data gathering phase. Our objective is mutual success by 
providing precise insight into areas where our industry experience can help the State reach 
its goals. 

3.  Provide any ideas or suggestions your Firm believes could improve the State’s overall banking 
architecture or services used. Specifically, (a) reducing the number of accounts used by the 
State and/or State agencies, (b) new services that will benefit the State, (c) services the State 
could discontinue or replace, and (d) implementing best practices. 

J.P. Morgan will work collaboratively with the State leadership team and staff, Agency staff 
where applicable, along with your consultant to understand the payment and collection needs 
of each Agency. With an understanding of our bank products and solutions, it is expected 
there will be opportunities to: 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 137  

D. Implementation / Conversion 

1.  Provide a detailed conversion plan for transitioning the State’s existing banking services to your 
Firm. Include the estimated length of time for the transition and the amount of effort required by 
the State’s staff. 

We encourage the State to review the sample General Banking Services Implementation 
Plan  Note that the time and effort required by certain tasks for the 
banking services implementation may be reduced or eliminated where we already have 
completed such tasks to support the lockbox services or other services provided to the State. 

2.  Based on the State’s implementation expectations provided in Section II. Background, how 
would your Firm work with the 200+ State agencies to transition banking services to your Firm? 

We understand the State is interested in supporting an implementation and transition at an 
Agency level. We can support that choice using a consistent approach which will start by 
implementing the agreed upon recommendations identified during the Agency review l  

 These recommendations will be aligned with the goals and objectives stated 
in the RFP, highlighted in this proposal and discussed during the data gathering phase.  

3.  Who will be responsible for coordinating the transition? If a conversion team is used, how will 
the State’s account be transitioned to the ongoing client service team? 

 
 

 

4.  How are implementation managers or implementation teams assigned (i.e. availability, 
geographically, complexity of the transition)? 

The Government Banking implementation team operates out of several locations throughout 
the U.S. Assignment is generally determined by deal capacity at the time the business is 
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awarded; however, we try to assign someone in close proximity to the client whenever 
possible. The Senior Implementation Project Manager assigned to this request, regardless of 
office location, would be able to support a complex onboarding. 

5.  Indicate the Firm’s plans for initial and ongoing education and training of OST and State agency 
employees in the use of your Firm’s systems. 

We offer the State a variety of methods for training without any cost to you, such as webinars, 
phone and short step-by-step prerecorded videos. 

The following resources are available: 

● Online Resources: Available on Access Online’s Support via the Education tab. 
Resources include online help articles, FAQs, guides and a range of live and pre-
recorded webinar offerings on how the State can use the Access Online products 
and services. 

● Webinar Training: Instructor-led sessions are available on many of our products 
including Receivables Online and Remote Deposit Capture. For Access Online, we 
have webinars for each of our products in the Access Online family. Each webinar 
lasts between 15-90 minutes. Webinar registration is available via Access Online’s 
Support/Education page.  

● Phone Training: Customized one-on-one training conducted over the phone is 
offered to meet the State’s unique needs for all Access Online products and services. 

6.  Identify potential issues and risks to the State’s implementation of banking services. Identify the 
appropriate steps to avoid or mitigate these risks. 

Communication throughout the team is critical for providing a successful implementation 
within your time frames. Periodic updates and project meetings are scheduled to measure 
progress against the plan and to make sure any issues are dealt with swiftly and effectively. 

Documenting a stringent timeline from day one will be critical to the success of the 
implementation. As with any implementation there are potential issues that can arise that can 
push out and delay an implementation. If deliverable dates are missed, then that can have a 
negative downstream impact. Any technical issues that arise may require additional rounds of 
testing which could delay next steps. 

In some cases, the availability and knowledge of our client’s IT resources can be a potential 
issue. Resource constraints and/or the client IT capability to support complex file 
development, integration, connectivity protocols, etc. can cause implementation delays. 
Having decision makers ‘at the table’ during the onboarding process is another key to 
success.  

During the evaluation of proposals, we welcome the opportunity to discuss your capabilities 
and resources in greater detail so that we can more accurately tailor our approach and 
recommendations accordingly. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 139  

7.  Describe the post implementation support that will be provided for the State. Include the 
philosophy and approach to providing the technical and functional post implementation support 
requested and identify the resources it would make available to the State to provide this 
support. 

The support provided by the bank does not end once we have implemented your account. 
We believe continued support is critical to our overall account relationship.  

Post-go-live, the Implementations team continues to provide support for approximately 30 
days and coordinates the transition to Client Service for day-to-day involvement in issue 
resolution. Your dedicated client service professional,  will participate in the 
implementation process to become familiar with the State’s new requirements. As such,  

and his backup will be prepared to provide ongoing support to address your expectations. 

Production support is provided prior to the project’s closure, including turnover of 
documentation and providing proper J.P. Morgan contact information for assistance regarding 
transmission-related services from our Technical Support teams. 

E. Pricing & Fees 

1.  If the State chooses to use compensating balances, are there any charges that could not be paid 
in this way? 

 

2.  Complete the schedule of fees provided in Attachment 4. 

 

F. Disaster Recovery 

1.  Are there any disaster recovery plans specific to this component that are not outlined in the 
Disaster Recovery plan requested in Section V.A. Tab J? 
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Attachment 1-B: Lockbox Services Questionnaire 

A. Key Personnel & Customer Service 

1.  Provide biographical information on the individuals who will work with the State on a regular 
basis. Please include the following information. 

a.  Proposed role with regard to OST’s account; 

b.  Biographical information; 

c.  Location; 

d.  Experience working with other government entities; 

e.  Number of years of experience in this field; 

f.  Number of years with Firm; and 

g.  Number of accounts the person is responsible for. 
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2.  Provide an organizational chart that includes these individuals. 

Figure 30 
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3.  Customer Service 

a.  For routine day-to-day transactions, will a specific customer service representative or a 
customer service department be assigned? Provide biographical information for this 
individual(s) that will be assigned to this account. 

b.  Describe the responsibilities of the customer service personnel, including the chain of 
command for problem resolution. 

The State’s Client Service Professionals (CSP) have the primary responsibility for all 

day to day aspects of your treasury management relationship such as inquiries, 
research and maintenance related to accounts and services. They will also have 
authority to engage all levels of Commercial Banking management and escalate 
issues as appropriate. Client Service has a detailed matrix of contacts and escalation 
procedures to expedite resolution for each service provided to you. These 
procedures also include internal service standards to make sure other J.P. Morgan 
groups are providing timely responses. Finally, Client Service works closely with your 
full relationship team to be sure that everyone supporting you is informed of your 
relationship activity. 

c.  What are the hours of operation of the customer service unit involved in supporting the 
State? 

d.  If a State employee needs assistance after business hours, what support is available? 

B. Lockbox Services 

1.  Describe the Firm’s experience providing lockbox services to government entities. 

The originator of the lockbox, we have offered wholesale lockbox services since 1947. We 
have provided lockbox services to public sector entities for the majority of this time, including 
federal, state and local government entities.  

We offer a full range of lockbox services that will allow the State to streamline your remittance 
processing and accelerate your revenue stream with a fast, cost-efficient, around-the-clock 
lockbox solution. We own and operate our own nationwide wholesale lockbox network of 
processing sites to offer the State fully automated wholesale and scannable wholesale 
lockbox services. We offer optimal availability, funds concentration and full information 
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reporting. The State can receive posting information via a website or delivery of electronic 
files via transmission. Additionally, you will have a full suite of imaging products available to 
you for efficient handling of exception cash posting, credit/collection and client service. 

As the originator of the lockbox, we have offered lockbox services since 1947 and network 
lockbox services since 1984. In 1995, we were the first remittance bank to offer secure same-
day imaging of checks and remittance documents over the Internet and image browser.  

2.  Does the Firm operate its own lockbox or does it use the services of a third-party? If a third-
party lockbox is used, name the lockbox operator and the length of time the operator has had a 
relationship with your Firm. Describe how the Firm oversees and monitors the third-party 
lockbox provider to ensure a high level of service. 

3.  What type of lockbox solution is the Firm proposing for each of the State’s lockboxes 
(wholesale, retail, wholetail)?  

 

4.  Please fill out the table below with the proposed location for each lockbox and the number of 
employees at each location.  

5.  Are all of the Firm’s locations on the same technology platform? 
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6.  Does the Firm have a unique five-digit zip code assigned exclusively for receipt of lockbox 
items? 

J.P. Morgan maintains unique zip codes in our Binghamton and Brooklyn lockbox sites. The 
U.S. Postal Service out-sorts all J.P. Morgan lockbox items on the first pass by the unique 
zip. This use of a unique zip code minimizes mail float by reducing the amount of mail 
handling at the U.S. post offices. 

7.  If the State has a preference to use a Delaware P.O. Box, can the Firm accommodate this 
request? If so: 

J.P. Morgan does not support a P.O. Box in Delaware at this time. We recommend the State 
continue to use the mailing address of our lockbox facility in Binghamton, NY for the most 
cost-effective and timely processing.  

a.  How will mail be directed to the Firm’s processing facility? 

Mail to the Binghamton mailing address would be handled by the U.S. Postal Service. 
J.P. Morgan picks up mail from the post office multiple times each business day. 

b.  Will the Firm pick up the items at the Delaware P.O. Box or will your Firm ask the U.S. 
Postal Service to redirect the mail to your nearest processing facility? 

c.  Would there be additional mail float time? 

Mail sent directly to the Binghamton address would be the most expedient method. 

d.  Would there be an additional cost to this? 

8.  What was the average monthly volume for the lockbox operation that would process the State’s 
payments during the last twelve months (items, dollars, number of lockboxes and number of 
customers)? What percentage of the items processed during the past twelve months were 
government related? 

Listed below are 2017 average statistics for our primary and backup lockbox sites for the 
State’s work. This information is deemed proprietary and confidential. 

New York Lockbox 
Volumes 

Average 
Monthly 
Items 

Average Monthly 
Dollars 
Processed 

Average 
Monthly 
Keystrokes 

Average 
Monthly 
Document 
Images 

# of 
Active 
Boxes 

Average 
# of 
Clients 

Binghamton This data is considered proprietary and confidential. 

New York This data is considered proprietary and confidential. 

 

We do not disclose data regarding the breakdown of volumes by client or industry. 
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9.  Describe the lockbox department’s processing workflow. Include schematics or flow charts of 
the processing procedures and the equipment used. 

While each client’s specific instructions may vary, the following outlines the general workflow 
of lockbox processing. 

Figure 31 

 

● After scannable items have been separated from wholesale, they are batched and 
delivered to the scanner workstation. Single and multiple transactions are 
commingled in a single batch. 

● Scanning associate enters the lockbox number into the scanner workstation. 

● Lockbox processing instructions appear on the page. 

● A unique batch number is applied to the group of work. 

● OCR scanlines and MICR lines are captured during this first pass. 
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● The system identifies transaction boundaries by looking for sequences of coupon(s) 
and check(s). For example, an OCR coupon is processed followed by a check. The 
next OCR scanline following a check acts as the transaction boundary. With this 
logic, one or more OCR scanlines followed by one or more checks will automatically 
be separated into transactions. 

● Low confidence OCR character reads are routed to a scanline fix process for repair. 

● Courtesy amount(s) and legal amount(s) are compared to scanline amount(s) via 
data capture through ICR software. 

● Completed batches are virtually or physically endorsed and encoded. 

● Upon batch completion, images are available for client delivery. 

● All outputs are automatically generated (fed to the online browser, direct image 
transmissions and/or data transmissions). 

● Unprocessable checks and related materials are forwarded via the client’s preferred 
method. 

10.  Describe the process of establishing processing procedures for each of the State’s lockboxes. 
Who is involved with these discussions (i.e. relationship manager, implementation coordinator, 
lockbox specialist)? 

Processing instructions are established during the initial implementation of the lockbox in 
question. Your relationship team, implementation project manager, program manager and 
lockbox implementations team would be involved in these discussions. The team’s approach 
is to establish consistent procedures that not only serve to quickly and accurately process 
your remittance items but also to streamline efficiencies among the processing staff 
performing the day-to-day work. 

11.  Will your Firm provide a document to the State outlining the processing procedures for each 
lockbox? If so, please provide a sample of this document for a similar type of lockbox. 

J.P. Morgan is always open to providing the State with the current processing procedures in 
place for lockbox processing. As part of our relationship reviews, we will discuss the current 
procedures and review aspects of those procedures that may need to be updated. We will 
always look to review procedures that utilize our technological capabilities to further the 
timely and accurate processing of your remittance items. 

J.P. Morgan provides lockbox instructions to the client as a means of periodic review (i.e., 
what works, what needs updating). We have conducted reviews in the past with the State of 
Delaware on this front as it allows us to identify processing efficiencies. Each lockbox would 
have its own unique set of instructions based on the type of work processed in each. 
Segregating different work types among multiple lockboxes helps improve efficiencies and 
reduce the potential for errors. 

Below is a sample general instruction for Mail Opening. If you would like the instructions for 
the other functions for this box (i.e. Data Entry, Mail Room, Imaging) we can provide those 
upon request. 
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Figure 32 

 

12.  If changes are made to the State’s processing instructions, how are these changes 
communicated? How will the Firm ensure that specifications are adhered to when assigned 
persons are unavailable? 

The State will make all requests for changes to processing instructions to Gus your CSP who 
will: 

● Work with you to validate complete understanding of the requested change and, if 
appropriate, suggest an alternative way of meeting your need that may be more 
accurate or efficient. 

● Forward the change to our Production Support staff, which is responsible for making 
changes to processing and data keying instructions within the lockbox operating 
system. Each time instructions are changed, the lockbox number will appear on a 
daily production management report that shows all changes. In addition, when the 
updated instructions are put into production, a pop-up box on the lockbox operator’s 
screen alerts the operator to the changes. 

Lockbox associates review the State’s instructions prior to processing your lockbox. This 
helps verify adherence to your instructions even when the regular associate is absent.  



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 148  

13.  Describe the Firm’s procedures for the capture and transmission of remittance details such as 
account number or invoice number. 

J.P. Morgan’s image-based lockbox system provides optimal processing efficiency and 
accuracy. Checks and remittance documents are captured as the first step in our automated 
transaction processing, then electronically routed to operators. The operators perform 
amount entry and verification as well as capture of supplemental remittance details. 
Intelligent character recognition (ICR) technologies are used to reduce capture costs and 
improve accuracy; edit and balance routines can further refine data accuracy, resulting in 
improved cash application rates. J.P. Morgan supports several standard data transmission 
formats and can also develop customized formats as required for your accounts receivable 
system. Files are delivered via various secure transmission protocols; our telecommunication 
specialists will work with your staff to implement whichever option you prefer. 

14.  Does the Firm’s equipment have mark-sense technology that detects change-of-address 
information or other exception based information provided? 

Our technology can not only lift data based on location of coupon, but be trained over time to 
know where to look and grab data required. 

15.  What controls does the Firm have in place to ensure accurate processing per customer 
specifications? 

During our lockbox implementation process: 

● A dedicated implementation project manager will work closely with the State to 
document your processing requirements. We create a unique client outline based on 
our interviews with you, which is used as a set of online processing instructions. We 
develop a second set of instructions if data capture is required (for example, invoice 
numbers and amounts are to be keyed from remittance documents). 

● Our lockbox team also reviews and clarifies the State processing instructions for our 
associates and prepares for production. 

All reported errors can be tracked to the individual responsible so that corrective action can 
be taken (e.g., clarification of language on the outline, additional training for the associates or 
modification of procedures). 

The State has received high quality processing from J.P. Morgan as a result of the 
established processing requirements and attention to detail. The performance results that we 
have shared with the State during relationship reviews have demonstrated this accuracy.  

16.  Will the Firm process and deposit all of the State’s payments on the same ledger day as 
received? If not, when are these items deposited? 

 

 

 

As we establish processing instructions for additional lockboxes, we will determine pickup 
and processing cutoff times that enable the maximum possible deposit processing with timely 
reporting that meets the State’s operational needs. 
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17.  What specifications for the remittance documents are recommended to minimize errors and 
reduce lockbox processing costs? 

J.P. Morgan suggests utilizing the current processes in place for the Division of Corporations 
franchise tax payment collection. The value of using your existing lockbox is that no further 
documentation or setup is required to continue the use of this account and procedures are 
already established for efficient processing.  

We will work with the State and the agencies upon award to evaluate and assess the 
processes in each of the lockboxes to minimize errors and reduce cost. During 
implementation, J.P. Morgan will review the remittance coupons for the Division of 
Unemployment, Pension and Division of Revenue, and provide the scannable specifications. 
Any recommendations for changes would be made prior to testing.  

18.  If a payment is received without the remittance document, does the Firm offer any technology 
that can aid in determining the customer account? 

Complex Processing 
Our Operations teams use standard processing requirements that have been thoroughly 
tested and proven highly effective, with excellent quality and efficiency rates. When more 
complex processing is required (complex sorting, balancing and validation, etc.) we pursue a 
technical solution based on edits programmed during the implementation and setup phase 
that accommodate these functions. 

During the implementation process, we will discuss how the State would like certain out-of-
balance conditions handled. Once implemented, we will follow your processing instructions. 

For example, if during implementation the State indicates the check amount must exactly 
match the amount of the accompanying list bill, we can create a customer program that 
matches the check amount to the total remittance amount. If the amounts do not match, we 
can reject those items back to the State as an unprocessable item. We can also create 
procedures to force-balance unbalanced transactions if desired. 

Exception Management 
Exception Management is a solution that will allow the State to configure rules that will stop 
payments from being processed through the lockbox if they meet your defined criteria.  
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19.  How are checks processed for deposit (physical deposit vs ICLs)? 

 
, then a single credit will be 

posted to the deposit account each banking day that has activity. If a lockbox has multiple 
contracted deposit times, then separate postings to the deposit account will occur for each 
scheduled deposit time with activity. For clients contracting for weekend processing and 
deposit, the weekend deposits post as separate credits on the next banking day. 

20.  Describe processing options for the following types of exceptions: 

a.  Stub in envelope with no check 

Currently, J.P. Morgan returns these transaction to the State based on processing 
requirements. If the State would prefer, J.P. Morgan will process these transaction as 
a ‘No Check’ transaction and transmit the data to the State. 

b.  Check in envelope with no stub 

Currently, J.P. Morgan processes these transactions based on the requirements of 
the State as long as all of the applicable processing information is present on the 
check. 

c.  Non-balancing remittances  

Currently, J.P. Morgan processes these single coupon/single check unbalanced 
transactions based on your processing requirements. If multiple coupon/multiple 
check transactions are received that cannot be matched one for one, we will return 
those as unbalanced. If the State would prefer these types of transactions be 
processed, we can review and adjust your processing requirements. 

During the implementation process for each additional lockbox, we will discuss how 
the State would like certain out-of-balance conditions handled. Once implemented, 
we will follow your processing instructions. 

21.  Describe the Firm’s procedures for processing exception items. 

a.  Can the State review exception items online? 

b.  Can business or workflow rules be established for decisioning exception items? 

c.  How long can items remain in queue awaiting to be decisioned by the State? 

d.  If items can remain in queue awaiting to be decisioned for only a certain period of time, 
what happens to the item if the State does not take any action (i.e. the check and 
remittance document is returned in the mail, the check is processed, but the remittance 
item is returned, other). 

e.  Are e-mails sent to authorized users alerting them that an item is awaiting to be 
decisioned? 

Integrated Receivables Reconcile 
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22.  Describe the reporting capabilities of the Firm’s web-based lockbox portal. 

b.  What retention options are available for these images? 

J.P. Morgan offers two lockbox imaging services: 

● Image Transmission: An image file that can be imported into an in-house 
image system. 

● Receivables Online: An Internet-based online service. 

Clients who have not invested in an in-house image application have elected to use 
the online service. For those clients with an in-house image system, receiving a daily 
file of images and an associated index file that is then incorporated into their internal 
system has made the image transmission method a better alternative. 
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Receivables Online is an Internet-based service that provides electronic images of 
checks, remittance documents and, optionally, envelopes to the State. Through this 
single portal, you can access images and information related to payments received in 
your J.P. Morgan lockboxes 

 
your accounts receivable, credit and service staff the ability to make informed 
business decisions quickly without handling paper documents. 

c.  For a given day’s lockbox activity, at what time of day can your Firm report the total 
amount that will be credited to the State’s account? 

d.  Does your Firm offer any web-based document search and electronic archiving? If so, 
does the system allow searches on any data field? 

The Transaction Search screen in Receivables Online is the starting point for 
creating queries to access and display transactions based on a wide variety of 
criteria. Depending on your company level and user level entitlements, this screen 
may display up to five sections that include Payment, Bank Identifier, Remitter, 
Reference Details and Payment Reference Details (optionally configured fields for 
subscribing customers) and Workflow. In each section, you can define a different 
category of search criteria. 

Within each section, a number of data entry fields and drop-down list options allow 
you to broadly or very narrowly define the search parameters that will return a large 
or small number of results. When you execute the search, results may be displayed 
in any of three subsequent result and detail screens depending on your Personal 
Options settings and whether your search has returned one or more transactions. 
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e.  In what standard formats does the Firm transmit? Confirm that the Firm can transmit in 
BAI format. How will this information be transmitted (website, file transfer, etc.)? 

J.P. Morgan standard formats include: 

● The ANSI X.12 823 and 820 formats  

● All standard variations of the 80-character-per-record lockbox BAI2 format 
accepted by major accounts receivable software vendors such as Oracle, 
SAP (their lockbox BAI1 and BAI2 formats) and PeopleSoft (their 102-
character variation) 

f.  If correspondence or other non-payment documents are included in payment 
envelopes, how will these documents be transmitted to the State and at what time? 
Does the Firm offer correspondence indexing services for non-financial 
correspondence? If so, describe the service. 

J.P. Morgan utilizes a one-pass scanning environment where the images of checks, 
remittances documents, correspondence and, optionally, envelopes are captured on 
lockbox equipment. 

When correspondence and other non-financial documents are imaged, each item is 
indexed based on client-specific criteria such as barcodes, form IDs, etc. Index data 
is passed with the image via the transmission. 

23.  If selected as a finalist, can the State tour your Firm’s lockbox operation? 

J.P. Morgan encourages the State to tour our lockbox operation as part of your evaluation of 
finalists. The State will be able to see the quality of staff, efficiency of operations and level of 
security that distinguishes our lockbox operations. 

24.  Returned items processed in the lockbox 

a.  Can returned checks be automatically redeposited in the lockbox environment? If so, 
how many times and at what cost? 

J.P. Morgan maintains a comprehensive database that details your return item 
handling instructions, which may vary by lockbox even if multiple lockboxes share the 
same depository account. Checks that are returned may automatically be 
redeposited.  

 

b.  Does the Firm offer Represented Check Entries (“RCK”) where an ACH debit is used to 
represent a returned check through the lockbox? 

Yes. RCK is described in our response to Attachment 1-A: General Banking 
Services, section B. General Banking Services, question 7.b. 

c.  How will the State be notified of returned items? 

Receivables Online 
The Receivables Online check return service provides timely notification of return 
activity for U.S. lockboxes, allowing the State to follow up promptly with delinquent 
customers and update your accounting records. 
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● Both redeposited items and final returns are available on the business day 
following a return item’s processing date. 

● For all final returns, the original item is updated with a status marker to 
indicate that the item was returned. This information is available for 10 years, 
with long-term storage. 

● The Return Item Summary report helps the State analyze patterns and 
trends of delinquent payers. 

● An alert can be setup to automatically notify the State of return activity. 

  
 

 

25.  Can the Firm’s lockbox operation process credit/debit card payments? What merchant card 
processor would you propose to use for these transactions? 
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26.  What differentiates the Firm’s service from that of other providers? 

27.  What are some of latest services or features added to the Firm’s lockbox solution? 
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28.  eLockbox Services 

a)  Does the Firm offer eLockbox services? If so, describe the Firm’s eLockbox service. 

J.P. Morgan offers both eLockbox services as well as ACH Direct Debit originations. 

ACH eLockbox 
ACH eLockbox can streamline the State’s receivables posting process by 
consolidating electronic payments received from multiple sources into a single 
deposit. On payment receipt, we generally credit your account promptly the morning 
of the next business day after receipt of payments. Our Transaction Repair service 
streamlines the exception process by allowing you to review and repair exception 
items online for faster posting to your back-office system. We provide you with a 
single accounts receivable file and upload this data into your back-office system to 
help you save time, improve productivity and reduce costs. 

How It Works 

1. The State notifies your payment processors to send the payment files directly 
to your ACH eLockbox. We will work with each processor on your behalf to 
complete the payment redirection. 

2. Your customers send you payments electronically (e.g., online banking, 
credit cards, bank by phone, government remitters, etc.) 

3. After validating the billing account numbers and data match each transaction, 
we consolidate the payments automatically on receipt. 

4. A single credit, along with remittances, posts to your account—all in the 
same business day. 

ACH eLockbox: How it Works 

 

Figure 33 

 

Added Security: To help protect the State’s account information, we issue you a 
unique account number that is used to collect payments into your ACH eLockbox 
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account. This account number is then translated to your actual account number by 
our back office. 

ACH eLockbox provide a range of benefits, including: 

● Provides consolidated, straight-through processing of consumer, business or 
government payments. 

● Lowers overall cost associated with payment processing and application.  

● Streamlines the receivables process by incorporating electronic remittances 
and outsourcing the EDI remittance reporting translation function. 

● Accelerates funds availability and improve productivity by reducing mail, 
processing and check clearing float. 

● Offers upfront editing and data validation that improves the number of 
accurate remittances and valid customer account numbers and expedites 
exception handling. 
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ACH Direct Debit 
In addition to the eLockbox functionality, the State can also originate ACH Debit 
transactions for electronic collections as a direct transmission to the bank or through 
a mixed payments file. Where the State has collected the banking information and 
authorization from payors, we offer extended processing windows to allow the State 
to submit ACH debit origination files  
ACH debit origination files can also be supported on a same day basis with same day 
ACH services. 

b)  Which clearing networks does the Firm work with? Please describe in detail. 

c)  If multiple State agencies implement eLockbox services, how will constituents be able 
to differentiate payments between departments? How will the Firm differentiate these 
payment details to the State (i.e. multiple transmission files, etc.)? 

We can provide one file with different values to differentiate between payments or a 
file per department based on what the State chooses as optimal. 

C. New Services & Ideas 

1.  Describe any new services or ideas that will enhance the State’s use of lockbox services. 

J.P. Morgan understands that one of the key goals for the State is to improve operational 
efficiency. By leveraging new technology and innovative solutions, the State can automate 
the receivables process for a more efficient and cost effective way to collect payments.  
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These digital and electronic collections can be seamlessly combined with paper check 
processing through the lockbox and remote capture enabling automated posting of payments 
without manual involvement by the State’s personnel. 
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Figure 35 
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2.  Provide any additional information your Firm believes to be pertinent to your ability to provide 
this service but not specifically requested elsewhere in this RFP. 
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3.  The Department of Labor’s Unemployment Insurance lockbox requires the lockbox processor to 
hand-key a large amount of data. What recommendations does the Firm have to improve this 
process? How about for the Training Tax lockbox?  

J.P. Morgan will work with the State to implement a coupon with an OCR scanline to 
decrease the amount of data elements that are keyed.  
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Once the State selects from this extensive and versatile feature set, and provides information 
as needed during implementation, J.P. Morgan will quickly provide an application to build, 
and support the State’s integration and user acceptance testing efforts prior to application 

activation and production support. As J.P. Morgan provides industry-leading functionality, 
service and support, the State is able to achieve your e-payment objectives now and as they 
evolve in the future. 

4.  Provide any ideas or suggestions your Firm believes could improve the State’s overall use of 
lockbox services. Specifically, (a) reducing the number of lockboxes used by the State and/or 
State agencies, (b) new services that will benefit the State, (c) services the State could 
discontinue or replace, and (d) implementing best practices.  

D. Implementation / Conversion 

1.  Provide a detailed conversion plan for transitioning the State’s existing lockbox services to your 
Firm. Include the estimated length of time for the transition and the amount of effort required by 
the State’s staff. 

2.  Based on the State’s implementation expectations provided in Section II. Background, how 
would you work with the individual State agencies to transition lockbox services to your Firm? 

For each agency implementing our solution for additional lockbox programs such as Pension, 
Unemployment Insurance, Training, etc., your implementation manager, , will 
engage additional J.P. Morgan resources (e.g., your relationship team, our industry solutions 
experts and others) to collaborate with you and the agency to validate the solutions 
requested. Once the solution has been scoped, he will establish timelines for implementation 
and coordinate with the necessary teams across your organization and J.P. Morgan to 
complete the setup. 

 

3.  Who will be responsible for coordinating the transition? If a conversion team is used, how will 
the State’s account be transitioned to the ongoing client service team? 

An implementation project manager,  
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In addition,  

 

4.  How are implementation managers or implementation teams assigned (i.e. availability, 
geographically, complexity of the transition)? 

The Government Banking implementation team operates out of several locations throughout 
the U.S. Assignment is generally determined by deal capacity at the time the business is 
awarded; however, we try to assign someone in close proximity to the client whenever 
possible. The Senior Implementation Project Manager assigned to this request, regardless of 
office location, would be able to support a complex onboarding. 

5.  Indicate the Firm’s plans for initial and ongoing education and training of OST and State agency 
employees in the use of the Firm’s systems. 

We offer the State a variety of methods for training without any cost to you, such as webinars, 
phone and short step-by-step prerecorded videos. 

The following resources are available: 

● Online Resources: Available on Access Online’s Support via the Education tab. 
Resources include online help articles, FAQs, guides and a range of live and pre-
recorded webinar offerings on how the State can use the Access Online products 
and services. 

● Webinar Training: Instructor-led sessions are available on many of our products 
including Receivables Online and Remote Deposit Capture. For Access Online, we 
have webinars for each of our products in the Access Online family. Each webinar 
lasts between 15-90 minutes. Webinar registration is available via Access Online’s 
Support/Education page.  

6.  Identify potential issues and risks to the State’s implementation of lockbox services. Identify the 
appropriate steps to avoid or mitigate these risks. 
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7.  Describe the post implementation support that will be provided for the State. Include the 
philosophy and approach to providing the technical and functional post implementation support 
requested and identify the resources it would make available to the State to provide this 
support. 

The support provided by the bank does not end once we have implemented your account. 
We believe continued support is critical to our overall account relationship.  

Post-go-live, the Implementations team continues to provide support for approximately 30 
days and coordinates the transition to Client Service for day-to-day involvement in issue 
resolution. Your dedicated client service professional, , will participate in the 
implementation process to become familiar with the State’s new requirements. As such,  

and his backup will be prepared to provide ongoing support to address your expectations. 

The Binghamton team will be actively engaged from an operational perspective if issues arise 
and/or there are questions pertaining to processing. On an on-going basis, the Binghamton 
team looks for new, innovative ideas that streamline processing and ultimately reduce costs 
for the State. 

Production support is provided prior to the project’s closure, including turnover of 
documentation and providing proper J.P. Morgan contact information for assistance regarding 
transmission-related services from our Technical Support teams. 

E. Pricing 

1.  Complete the schedule of fees provided in Attachment 4 

 

2.  In addition to the pricing pro forma provided in Attachment 4 provide a sample analysis 
statement that uses the Firm’s actual service names and expected volumes and pricing based 
upon the information provided in the pro forma. Provide a description for each service included 
in the analysis statement and when the charge would apply. 

 

F. Disaster Recovery 

1.  Describe the procedures established for disaster recovery for lockbox services. 

Documented business resiliency strategies and plans address the recovery of functions 
and/or people to one or more viable recovery sites. Many of the firm’s production operations, 
including lockbox, have locations throughout the world. For critical processes, J.P. Morgan 
employs the strategy of moving work, not people, wherever possible.  

When similar processes utilizing like systems are performed at multiple locations, the use of a 
sister site or distributed operating model is generally the preferred recovery approach. A 
sister site is defined as a facility that performs like processes, using similar systems and 
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equipment, and where local management possesses expertise on the processes to be 
recovered at that location.  

All recovery sites are in a separate zone from the production location they support. 
J.P. Morgan’s corporate policies use the zone designation to measure and depict local 
diversification of infrastructure and access. A series of criteria (such as, utility sources, 
telecommunication feeds, transportation, etc.) is used to determine whether two or more 
facilities have the potential to be impacted by the same localized incident.  

An analysis to determine zone designation is performed by our Global Real Estate, Global 
Security and Global Technology Infrastructure business units with input from Global Business 
Resiliency. 

Due to the sensitive nature of this information and for the protection of our clients and staff, 
J.P. Morgan does not release specific details on the location of primary and backup data 
centers and processing sites, nor further details of our resiliency plans. 

2.  If a third-party is used for disaster recovery, with whom does your Firm contract? 

The backup site for the State’s lockbox processing is our lockbox facility in Brooklyn, NY. Not 
only are staff members of our Brooklyn site cross-trained on processing the State’s work, but 
we can also temporarily relocate certain lockbox staff from Binghamton to Brooklyn. In 
addition, our trainers are readily available to bring additional employees up to speed in times 
of need.  

If necessary, temporary staff would be engaged to assist with processing under the 
supervision of J.P. Morgan employees.  

3.  How often does your Firm test disaster recovery procedures? When was the site last tested? 

Critical resiliency plans are tested annually or when there are significant changes in the 
environment. The level of testing is determined by the recovery time objective of the business 
function as established by the business impact analysis. Any issues that arise during testing 
are addressed and resolved, and retested where necessary, prior to the end of the test or 
within an appropriate timeframe.  

4.  Have disaster recovery procedures ever been employed for a real disaster? If so, explain. 

Plans are partially and wholly implemented as necessary. They are implemented on a regular 
basis for storm pre-event planning, fires, floods, terror threats, civil unrest and electrical 
outages. 

In recent years, J.P. Morgan has experienced several major events that required activation of 
our business resiliency plans. During or following these events, J.P. Morgan activated 
portions of our resiliency plans. With established and documented plans in place, 
J.P. Morgan — and, more importantly, our clients — experienced little or no disruption in our 
services as a result of these events. 

Fortunately, we have not had to deploy our resiliency procedures for Binghamton lockbox 
processing. 

In the event of a disaster, we strive to maintain service at the levels established during 
normal operations. We will work hard to keep our clients informed throughout the entire 
event. 
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5.  How long does it take to activate the site? How long can your Firm stay at the site? 

Each J.P. Morgan business unit performs a formal business impact analysis to assess the 
client, financial, legal/regulatory and interdependencies impact of a service disruption. The 
results of the business impact analysis are used to determine the criticality of the function and 
the corresponding recovery time objective. The recovery strategies developed during the 
resiliency planning process must enable the business to achieve the recovery time objective 
as established by the business impact analysis. 

Recovery time objectives vary based on criticality of the specific business function as 
determined by the business impact analysis. For our most critical functions, we apply a two-
hour recovery time objective for full resumption of normal operations. For other functions, we 
apply recovery time objectives ranging from 4-72 hours. For the least critical functions, we 
apply a recovery time objective of 73+, which results in those business functions deferred 
and/or suspended until resources are available to restore the function. 

Each business impact analysis must be updated, reviewed and approved at least annually or 
as material changes occur. 

For our Binghamton lockbox operations, we will declare a disaster within 24-48 hours, 
depending on the severity and knowns/unknowns. Within 48-96 hours, J.P. Morgan would be 
ready to begin recovery methods. We would engage the United States Postal Service in the 
early stages of the response, and we would determine how long it would take to have mail 
either rerouted to a different Post Office or would have to courier from Binghamton to 
Brooklyn on a daily basis. 

Because our backup site is our own lockbox, we can stay at this site as long as needed to 
provide continuity of service. 

6.  What arrangements are made regarding service level agreements in the event of a disaster? 

In the event of a disaster, we strive to maintain service at the levels established during 
normal operations. We will work hard to keep our clients informed throughout the entire 
event. 

7.  What agreements does your Firm have with your equipment manufacturers for additional 
equipment should a disaster occur? Specify all areas of remittance processing, including mail 
extraction and image processing. 

By using the excess capacity of one of our other existing lockbox sites as the backup location 
for processing the State’s work in the event of a disaster, we do not need additional 
equipment. Each of our lockbox sites are scaled to accommodate volumes shifted from other 
sites. 

In addition, we have a Hardware Vendor Manager who assists with any equipment issues 
that may arise in normal or contingency processing scenarios. 

8.  Are there any additional disaster recovery plans specific to this component that are not outlined 
above or in the Disaster Recovery plan requested in Section V.A. Tab K? 

The firm’s business resiliency planning for lockbox services is fully covered in the information 
provided in Tab K: Business Continuity and Disaster Recovery Plans.  

The site has an identified Resiliency Manager that assists with activation, invocation and 
recovery during a disaster related occurrence. The site maintains a Business Continuity 
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Playbook that is tested on an annual basis, at a minimum. The playbook covers everything 
from a recovery strategy overview to contact information to process steps to communication 
plans. 
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Attachment 1-C: Purchasing/Virtual Card & ePayables 

Questionnaire 

A. Key Personnel & Customer Service 

1.  Provide biographical information on the individuals who will work with the State on a regular 
basis. Please include the following information: 

a.  Proposed role with regard to OST’s account; 

b.  Biographical information; 

c.  Location; 

d.  Experience working with other government entities; 

e.  Number of years of experience in this field; 

f.  Number of years with Firm; and, 

g.  Number of accounts the person is responsible for. 
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2.  Provide an organizational chart that includes these individuals. 

Figure 36 

 

3.  Customer Service 

a.  For routine day-to-day transactions, will a specific customer service representative or a 
customer service department be assigned? Provide biographical information for this 
individual(s) that will be assigned to this account. 

For routine day-to-day transactions, the State’s cardholders will continue to be 
 

 By simply calling the toll-free number on the back of their cards, cardholders are 
identified by their card number and then routed to the proper service specialist. In 
areas where toll-free calling is not offered, a collect number is also listed on the back 
of every card to provide for prompt, efficient service. Importantly, our customer 
service specialists are solely dedicated to commercial card support and do not 
handle any other bank products. 
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Services Tailored to Cardholder Needs 

 

Figure 37 

Our specialized service structure enables cardholders to access the support they require 24 hours a day. 

Knowledgeable and Experienced Support 
We offer support from approximately 100 specialists in two locations. Each customer 
service specialist is trained and knowledgeable about the specific programs they 
support. All customer service specialists receive targeted training, enabling them to 
become experts in their roles. 

Services and information our specialists offer for your cardholders include: 

● Lost/stolen card reporting 

● Answers to statement questions 

● Card activation 

● General account information 

● Balance/credit information 

● Billing disputes 

● Fraud reporting  

● Payment information 

● Cardholder transaction information 

● Specific charge details (including declines) 

● Account closures/card cancellations 

● Replacement card requests 

● Emergency assistance 

● Online password assistance 
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Our average response time is less than 20 seconds. If issues cannot be resolved 
immediately, a time commitment will be communicated to the cardholder within 48 
hours. 

Additional services provided through our call center include an easy-to-use voice 
response unit (VRU) for commonly asked questions and an interpretation service to 
assist non-English-speaking cardholders in over 100 languages (e.g., Spanish, 
German, Italian and French).  

b.  Describe the responsibilities of the customer service personnel, including the chain of 
command for problem resolution. 

The State’s cardholders can continue to contact our Customer Service team 24/7/365 
via a toll-free number for assistance with account issues, balance inquiries, lost or 
stolen cards and other account-related needs.  

They can also: 

● Investigate and resolve issues. 

● Process replacement card requests. 

● Adjust account control parameters. 

● Reprint archived statement requests. 

Issue Resolution and Escalation Process 
If a customer service specialist is unable to provide an immediate solution, the 
specialist will place the cardholder on hold and contact the proper resource (such as 
a team lead or technical support) for assistance. The specialist will then provide the 
necessary details and transfer the call to the appropriate resource for immediate 
resolution. 

If additional resources are not available at the time of the call, the specialist will 
communicate a time commitment for resolution to the caller, end the call and perform 
any research or escalation necessary to resolve the issue. 
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Figure 38 

Service specialists can resolve issues on their own and have the ability to escalate if necessary. 

c.  What are the hours of operation of the customer service unit involved in supporting the 
State? 

Our customer service representatives are available 24/7/365. 

d.  If a State employee needs assistance after business hours, what support is available? 

Our customer service representatives are available 24/7/365. 

e.  In what languages is customer support available? 

Our service specialists and voice response unit (VRU) provide support in English and 
French. Our Service team can connect you to a translation service, which provides 
support in additional languages through a skilled interpreter. 

B. Purchasing Card Services 

1.  What card platform(s) does your Firm’s program employ (e.g., MasterCard and/or Visa)? If more 
than one is used, which would you recommend for the State and why? 

J.P. Morgan employs both Visa and Mastercard for its Purchasing, Travel and One Card 
programs. We employ Mastercard exclusively for Single Use Accounts. Based on the State’s 
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objectives, and as an existing client, we recommend the continued use of Visa for your 
existing Purchasing Card program and Mastercard for your Single-Use Account program.  

Visa 
Visa is one of the world’s largest electronic payment networks and provider of tailored 
payment solutions. Visa makes commercial payments convenient for all types of 
organizations and spending needs. As a leading network brand for cardholders and 
merchants, Visa’s broad coverage enables commercial cards to be the payment channel of 
choice for more of your transactions.  

Visa’s processing services provide proven, dependable core payment processing capabilities 
as well as improve security and enhance convenience. Visa understands that cardholders 
require integrated, streamlined systems and processes that improve overall efficiency.  

Visa delivers insights through benchmarking and market trends that will support your program 
goals by leveraging the breadth of its network. Your J.P. Morgan relationship manager can 
work with you to facilitate access to key Visa resources and robust analytical tools. 

Mastercard 
Currently, our single-use account virtual card program is offered exclusively through 
Mastercard.  

Over the past two decades, Mastercard has become a global leader in providing flexible, end-
to-end payment solutions. Mastercard distinguishes itself with broad acceptance levels. 
Mastercard is accepted at millions of locations and serves cardholder needs in more than 210 
countries and territories. In addition, Mastercard has one of the largest ATM network in the 
world with well over one million terminals. 

2.  The State requires the awarded Firm to not only support the existing 4,700 cardholders, but also 
support the expected growth of the program. Explain how the Firm is able to accomplish both of 
these objectives. 

J.P. Morgan has successfully supported the State’s existing Purchasing Card program for ten 
years. Our scale enables us to provide the extensive resources necessary for the expected 
growth of your program. 

Our clients range in size from a few hundred to over 20,000 cards issued. Associated spend 
can range from a few million dollars to more than one billion dollars per year. 
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The scalable architecture of PaymentNet, our proprietary online card management platform, 
is designed to accommodate as many logins as needed without sacrificing speed or 
consistency.  
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3.  Will the Firm require social security numbers or perform credit checks to approve existing or 
new cardholders? (Note: The State will not agree to Firms performing credit checks on 
employees.) 

No. Neither social security numbers nor personal credit checks are required for programs 
with corporate liability. 

4.  Does the Firm have the ability to offer separate Purchase and Travel cards? What benefits are 
derived by having separate Purchase and Travel card programs? Would you recommend 
separate programs? 

Yes. J.P. Morgan has extensive experience with both one- and two-card programs.  

A one-card solution is a good fit for organizations with simple reporting and oversight 
requirements. This approach allows for both a reduced administrative effort and a significant 
reduction to the number of cards in the field. 

The primary benefit of distinct Purchase and Travel programs is a clear separation between 
spending types that often have vastly different reporting and oversight requirements. This is 
the structure the State uses today, and we recommend that you maintain that course as long 
as your reporting and oversight requirements remain the same.  

Should the State prefer to move back to the streamlined one card approach, JP Morgan 
stands ready to reconfigure your program to meet that need.  

5.  Provide an overview of software/web based card program management system that supports 
the Firm’s purchasing card program. 

The State currently utilizes PaymentNet, our fully hosted online solution that requires no 
client-side software and is accessible from virtually any secure Internet browser. Designed, 
developed and supported in house by J.P. Morgan, our easy-to-use system helps the State 
streamline time-consuming tasks and offers key features, including: 

● Simplified day-to-day account 
management: From real-time profile 
changes and declined transaction viewing 
for program administrators to streamlined 
reporting options for cardholders, 
PaymentNet can help you handle 
everyday tasks more quickly and 
efficiently. 

● Mass update capabilities: PaymentNet 
allows program administrators to send 
mass updates of approvals, accounting 
codes and cardholder applications, 
reducing the need for repetitive manual 
updates. 

● Flexible receipt imaging: the State is 
given access to PaymentNet’s versatile 
receipt imaging options, including the 
ability to fax or upload scanned receipts. 

PAYMENTNET 

ADVANTAGES 

 Complete online solution, wholly 
owned by J.P. Morgan 

 Real time adjustments of account 
controls 

 Multiple standard reports plus 
query capabilities 

 Full hierarchy support 

 Seamless integration with your 
financial systems 

 Simple user interface 
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● Time-saving reporting options: PaymentNet lets users create and save report 
queries, schedule reports to run automatically and view reports on screen for quick 
transaction reviews. PaymentNet includes a suite of standard reports to assist the 
State in monitoring, analyzing and reporting on your program spend. 

● Custom fields and transaction splitting: the State can use PaymentNet’s custom 
fields to meet their auditing needs, and the ability to easily split transactions simplifies 
the reconciliation process. 

● Online disputes: Any cardholder or authorized user can submit a dispute in 
PaymentNet, which is not possible in many competitors’ systems. 

PaymentNet Features 
Our PaymentNet system enables the State to efficiently manage all aspects of your 
commercial card program, from policy adherence tracking and spend control to real-time 
adjustments of credit limits and other account parameters. Unlike other management 
software, PaymentNet provides a consolidated platform for all card-related needs, creating a 
uniform and consistent user experience. 
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The following are the core features of PaymentNet: 

6.  Is the software/web based card program management system wholly owned by your Firm? If 
not, specify the owner of the software/web based card program management system. 

Yes, PaymentNet is wholly owned by J.P. Morgan. It is designed, developed and maintained 
in-house. 
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7.  Describe the procedure for enrolling new State organizations into the program, including the 
following: 

a.  Required account setup information 

The existing State program is fully centralized under the administration of the Division 
of Accounting. All government branches, State agencies, school systems and higher 
education organizations are onboarded by the State’s program administration team 
at their discretion. J.P. Morgan requires nothing from these individual entities in order 
to participate in the State card program. 

b.  Authorizations 

The only authorization required would be internally from the State’s card program 
administration team. 

c.  Applications 

The State utilizes our PaymentNet Account Request Manager (ARM) to process new 
applications. The State program administration team simply shares a link to its 
custom application template with any potential new participant. ARM allows for 
workflow approvals through final approval by a State program administrator. 

d.  Forms and signatures that are required (samples are encouraged) 

No forms or signatures are required to be submitted to J.P. Morgan when onboarding 
a new State agency school system or higher education organization. 

e.  Time frames for providing cards once the organization takes the necessary enrollment 
steps 

Individual cards are sent directly to cardholders or your program administrator, at the 
State’s discretion, within four business days after card application processing through 
standard first-class mail. We also offer overnight bulk card delivery for 10 or more 
cards sent directly to a central location. 

8.  The State currently has an online process for adding cardholders that ensures organizational 
and State internal controls are met. This paperless approach is a requirement of the State and 
an explanation on how your Firm can meet this requirement should be detailed in question a 
below. 

a.  How is the procedure of adding cardholders accomplished through an on-line or 
electronic system? 

The State currently utilizes the Account Request Manager (ARM) online application 
tool for program administrators within PaymentNet. This tool builds upon the card 
creation capabilities and offers the ability to move the entire application, validation 
and approval process associated with commercial cards to a secure online platform. 
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b.  What cardholder information needs to be supplied to issue a new card? 

We must collect the following information for each cardholder: 

● Full legal first and last name 

● Date of birth 

● Home address 

For security and authentication purposes (mainly for identity validation during the 
card activation process and when a cardholder contacts our Customer Service team), 
we also ask cardholders to provide two unique security identifiers: a 4-digit numeric 
and 4-digit alphanumeric. 

c.  Does a new cardholder have to input or supply any information or can the State 
administrator supply all of the necessary information without any involvement by the 
new cardholder? 

Your program administrator can supply all information necessary to request new 
accounts for your cardholders. However, this approach leaves an organization with 
the need to handle paper internally or develop some other homegrown mechanism to 
communicate cardholder details like home address and unique security identifiers to 
the State program administrators. Continued use of our Account Request Manager 
(ARM) streamlines the application process by allowing the cardholder to place that 
information into a secure online application and, upon meeting the State’s approval 
requirements, pushing all of that information to J.P. Morgan without the need for the 
State program administrator team to re-key any information. This functionality 
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provides the State with greater efficiency, security and visibility in the card application 
process. 

d.  Does the Firm offer the ability to have multiple approvers for each new cardholder 
added? 

Yes. ARM integrates several workflow options for the application approval process 
and provides multiple levels of control, including an electronic signature option using 
a secure, validated PaymentNet approver role. 

e.  Are there any paper forms or signatures required to add a new cardholder? 

No. ARM is an entirely electronic card application and approval system, eliminating 
delays and costs associated with distributing, collecting, storing and managing paper 
applications. 

f.  What is the time frame for issuing and mailing cards once the organization takes the 
necessary enrollment steps? 

Individual cards are sent directly to cardholders or your program administrator, at the 
State’s discretion, within four business days after card application processing through 
standard first-class mail. We also offer overnight bulk card delivery for 10 or more 
cards sent directly to a central location. 

9.  Describe the card controls and usage restrictions supported by the Firm’s program: 

a.  The ability for the State to occasionally allow cash advances to card holders is 
essential. Is the State able to block or grant ATM/Institution Cash Advance access on a 
card-by-card basis to include the issuance of PINs? 

Yes. Our cash advance program offers ATM usage by authorized employees through 
the use of Merchant Category Codes (MCCs) that can either be blocked or allowed, 
as needed, by the State’s program administrators. 

b.  How quickly can cash advances be permitted when needed by a cardholder? Is it 
instantaneous? 

Yes. Your program administrators can adjust cash advance permissions for your 
cardholders in real-time through PaymentNet. 

c.  Is the State able to block card usage by Merchant Category Code (“MCC”)? 

Yes. Limits can be applied to MCCs with a dollar amount, transaction value or the 
number of transactions allowed per day. 

d.  Can the State establish card limits on a real-time basis? Card limits include both a per 
transaction dollar limit, as well as a monthly dollar limit. 

Yes. J.P. Morgan’s programs offer real-time adjustments of spend controls online. 

e.  Describe any additional limits, purchase restrictions or any other types of restrictions 
or fraud controls available. 

J.P. Morgan’s programs offer numerous card controls and key administrative features 
such as full hierarchy support, real-time adjustments of spend controls online and 
denial at the point of sale for transactions that do not meet your requirements. The 
State’s program administrator can establish dollar, transaction, merchant category 
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code (MCC) and cash advance limits at any level of your hierarchy: by individual, 
department, or for the entire organization. 

Standard controls available for our commercial cards include: 

● Dollar limits: Dollar limit controls include cycle spend, transaction amount, daily 
spend amount, monthly spend and spend limits by MCC. 

● Transaction limits: Limits can be placed on the number of transactions allowed 
per day and per month. 

● MCC restrictions: Limits can be applied to MCCs with a dollar amount, 
transaction value or the number of transactions allowed per day. 

● Cash advance controls: the State has the ability to control monthly cash 
advance amounts or totally restrict the ability to use the cash advance options.  

● Guidance Line: Suspends your ability to continue to use the card when the total 
balance reaches its limit. 

10.  Card Issuance 

a.  Can the card design be customized to include the State’s logo? 

Yes. J.P. Morgan can add the State’s logo or seal through a “hot stamp” process.  
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b.  Can the card design be customized to include State supplied graphics? Are there any 
restrictions on the graphics supplied? 

Yes.  

 

c.  Confirm all cards will include, at minimum: 

i.  EMV Chip 

Yes. 

ii.  Phrase: “FOR OFFICIAL USE ONLY” 

Yes. 

iii.  Employee Name 

Yes. 

iv.  Toll free 24-hour per day customer service number 

Yes. 

d.  What card design features can assist with card acceptance or the prevention of 
misuse? 

Our cards come with a variety of security features that include validation numbers on 
the back of each card and chip technology.  

Visa developed the card verification value (CVV) system to help prevent alteration or 
misuse of card data and to enhance verification of the card and cardholder. The CVV 
comprises three digits encoded in a card’s magnetic stripe. The CVV2 is a three-digit 
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numbers printed on the signature panel on the back of the card. For Internet, 
telephone, and mail orders, cardholders can provide this three-digit number to 
merchants for verification purposes.  

Chip Technology 
In addition to enhanced security, chip cards promote broader acceptance with 
merchants internationally and in the U.S. as chip technology is more widely adopted 
by merchants. 

Embossing 
In addition to protection from external misuse, we also offer the ability to provide a 
card design that will distinguish the State’s purchasing cards from a cardholder’s 
personal cards. We are also happy to continue embossing either “Purchasing” or 
“Travel” on the State’s plastics to help ensure the cardholder uses the proper card at 
all times. 

e.  Is the State able to order cards with no distinctive governmental affiliation for 
cardholders who should not readily be identified as a State employee? 

Yes. 

f.  For cards issued with an EMV, will a pin number be required for face-to-face 
transactions? If so, how will the pin number be assigned and communicated to the 
employee? 

Accounts are setup as signature preferring for all chip cards; however, certain 
terminals may require a PIN. Cardholders can create a PIN for their chip and 
signature cards at the time of activation. 

Our industry-leading voice response unit (VRU) enables callers to activate cards and 
establish or change PIN numbers in a prompt, user-friendly manner. 

g.  What is the delivery method and turnaround time for new/replacement cards? 

Individual cards are sent directly to cardholders or your program administrator, at the 
State’s discretion, within four business days after card application processing through 
standard first-class mail. We also offer overnight bulk card delivery for 10 or more 
cards sent directly to a central location. 

Replacement Cards 
Card replacement requests can be placed online using the account maintenance 
feature of PaymentNet. This simple process requires just two clicks from the Account 
List page. Cards are processed on the same day as long as it is received by their 
preset processing deadlines. Cards are typically in the mail within five business days 
of request receipt.  

Card delivery tracking information is provided in PaymentNet when a new or 
replacement card is requested. The State can obtain updated information from the 
carrier itself and better anticipate when cards will be delivered. 
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Lost or Stolen Cards 
The State should notify us immediately if a card is lost, stolen, misused or if there is 
fraud. We will promptly cancel the account to prevent further program liability. Our 
Customer Service team is available 24/7/365 to cancel lost or stolen cards and 
reissue new plastic, as needed.  

Delivery of new cards is made within five to seven business days. If a rush card 

 

h.  If the State orders 10 or more new cards on any given day, will the Firm be willing to 
express ship those cards to the State at no cost? 

Yes. We offer overnight bulk card delivery for 10 or more cards sent directly to a 
central location at no cost to the State.  

i.  Can the Firm send all newly issued cards (including replacement cards) directly to a 
centralized location? (Note: the State desires to have all cards sent to DOA) 

Yes. Cards can be sent either directly to the cardholder or to a central location, 
depending on your preference. 

j.  What is the time frame for emergency or rush cards, and is there a fee to the State for 
overnight delivery? 

k.  Can card profiles associated with an employee job title or position be made available to 
quickly set up new cardholders with a specific transaction/credit limit and specific MCC 
categories? 

Yes, utilizing the PaymentNet online card application module, Account Request 
Manager (ARM), a client can leverage application template configuration features to 
drive card velocity limits and MCC category groupings. 

l.  It is State requirement that all cards require activation upon receipt and prior to first 
use. How will the Firm accommodate this? 

We do not send active cards to our clients as a fraud prevention measure. On 
receipt, each cardholder must contact our voice response unit to activate his or her 
card. The State’s program administrator may contact your Program Coordinator team 
for mass activation of cards on delivery, if necessary and applicable to your program. 
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m.  How often do cards expire and are re-issued to cardholders? 

Each card will be valid for three-years. The expiration date is defined to be three 
years from the issuance date. 

n.  When are reissued cards issued and sent prior to the expiration date of the existing 
card? 

Renewal cards are automatically sent to the State’s program administrator or 
cardholders (depending on preference and bulk ship options) the month prior to 
expiration. Replacement cards are also active for three years from the issuance date. 

o.  What are the Firm’s procedures for canceling a card and notifying the State? Is the 
State able to disallow any such cancellation? 

The bank must maintain the right to cancel cards associated with individuals on the 
Federal Government’s OFAC sanction screening list. 

Delinquency 
When an account reaches five cycles past due (beyond 150 days delinquent), the 
card will be cancelled. At seven cycles past due (typically 181 days past statement 
date), the cardholder account is charged off. 

Suspension is systemically removed when the account is paid in full. It cannot be 
removed without payment. Reinstatement of a cancelled account can be requested 
by the Program Administrator of the State if the account is paid in full.  

11.  Lost, Stolen or Compromised Cards 

a.  In what ways can the State notify the Firm once they realize a card has been lost, stolen 
or compromised? 

The State should notify us by contacting our Customer Service team or online 
through PaymentNet immediately if a card is lost, stolen, misused or if there is fraud. 
We will promptly cancel the account to prevent further program liability.  

Our Customer Service team is also available 24/7/365 to cancel lost or stolen cards 
and reissue new plastic, as needed. Delivery of new cards is made within five to 
seven business days. If a rush card replacement is requested, a card can be 
delivered within one to two days. 

b.  The State requires support for notification. Is support for notification available 24/7? 

Yes. When a potentially fraudulent transaction is identified, a fraud analyst will 
evaluate the account’s history and activity. If fraud is still suspected, the analyst will 
contact the cardholder to confirm card possession, verify the cardholder’s two 
security identifiers on file and validate the transaction(s). Depending on the 
circumstances, we may continue to monitor the account for suspicious charges or 
suspend it temporarily to minimize potential fraud losses. If we suspect employee 
misuse of funds, we will contact the State’s program administrator directly. 
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Enroll to Receive Notifications 

 

Figure 42 

 

Under most circumstances, a call is placed to the cardholder at the telephone 
number(s) on file, with messages left if contact cannot be made. After the first 
attempt, we will call the cardholder at both phone numbers and leave messages. If 
we are unsuccessful in reaching the cardholder after three attempts or if the phone 
number(s) on file is invalid, we will place a hold on the card and reach out to your 
program administrator. 

As an option, cardholders can enroll to receive fraud alerts via text message or email. 
Fraud alerts notify cardholders when suspicious transactions are identified on their 
account and allows them to quickly reply to validate transactions. 

c.  How long does it take for a card to be cancelled once the Firm has been notified? 

Program Administrators can cancel cards online and in real-time through 
PaymentNet or by contacting our Customer Service team. 

d.  How quickly can a replacement card be mailed once the Firm has been notified? 

Cards are typically in the mail within five business days of request receipt. If a rush 
card replacement is requested, a card can be delivered within one to two days. 

e.  How will the Firm handle the replacement of a lost or stolen card in the event the State 
requires account activation within 48 hours or less? 

Emergency rush cards can be sent overnight to cardholders or your program 
administrator. The Rush Delivery Card report within PaymentNet helps you track 
online requests for expedited plastic. 
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A cardholder can contact our Customer Service team for assistance in authorizing 
charges (e.g., hotel check-in) until the new card arrives. Furthermore, when a 
program administrator applies for a new card through PaymentNet, a card number is 
provided for instant use.  

12.  Program Administration 

a.  What capabilities and functionalities do administrators have (i.e. adding new 
cardholders, adjusting credit limits, reviewing activities)? Are these changes made in 
real-time? 

Program administrators can make account changes using PaymentNet’s account 
maintenance feature. With this feature, tasks such as credit limit adjustments, profile 
updates and termination activities can be accomplished online and in real time, with 
changes effective immediately. Available functions include: 

● Name and address updates 

● Current balance verification 

● Transaction limit changes 

● Monthly/cycle credit limit changes (temporary and permanent) 

● MCC Group changes 

● New card requests 

● Card replacement requests 

● Account closures 

● Authorization/decline activity access 

Cardholders can also use PaymentNet to view their account data, although they will 
not be able to make changes. 
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The Account Detail screen displays basic account information to your program 
administrator, such as credit limits, account status and hierarchy level. 

b.  If a transaction is declined at the point-of-sale and the cardholder contacts the Program 
Administrator, can the Program Administrator adjust restrictions, cardholder limits, and 
controls on individual cards on a “real-time” basis? If not “real-time”, identify the length 
of time required for changes to become effective. 

Yes. Online adjustments to card controls in PaymentNet are made in real-time. 

Fraud Alert Notifications 
When a potentially fraudulent transaction is identified, a fraud analyst will evaluate 
the account’s history and activity. If fraud is still suspected, the analyst will contact 
the cardholder to confirm card possession, verify the cardholder’s two security 
identifiers on file and validate the transaction(s). Depending on the circumstances, 
we may continue to monitor the account for suspicious charges or suspend it 
temporarily to minimize potential fraud losses. If we suspect employee misuse of 
funds, we will contact the State’s program administrator directly. 
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Enroll to Receive Notifications 

 

Figure 45 

 

Under most circumstances, a call is placed to the cardholder at the telephone 
number(s) on file, with messages left if contact cannot be made. After the first 
attempt, we will call the cardholder at both phone numbers and leave messages. If 
we are unsuccessful in reaching the cardholder after three attempts or if the phone 
number(s) on file is invalid, we will place a hold on the card and reach out to your 
program administrator. 

As an option, cardholders can enroll to receive fraud alerts via text message or email. 
Fraud alerts notify cardholders when suspicious transactions are identified on their 
account and allows them to quickly reply to validate transactions. 

c.  If the internet is unavailable, can Program Administrators make changes to cardholder 
limits/restrictions by phone? 

Yes. 

d.  Can Program Administrators make temporary adjustments to a cardholder’s profile that 
automatically reverts back to the original profile on a specified future date? 

Yes, program administrators can set beginning and ending dates to make profile 
adjustments to credit and daily transaction limits. Program administrators can set 
changes to revert to the original account settings after a predetermined amount of 
time. However, adjustments to merchant category code (MCC) restrictions will 
require manual updates from your program administrator. It is important to note that 
these adjustments occur in real time. 

e.  Can a report be generated to show dormant accounts that have no activity for a period 
of time? 

Yes, there are several reports that include last transaction date. 

An account is considered inactive when it has had no transactions for 18 months, has 
no outstanding balance and is past its expiration date. An informational message 
showing the scheduled purge date will be displayed for 30 days before the account is 
deleted. Program administrators will see this message on the Account Detail screens 
in PaymentNet if they view an account that has been purged. 
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f.  Can a report be generated to summarize the amount spent by all cardholders for 
individual vendors? 

Yes. PaymentNet features three types of vendor spending reports to provide detailed 
analysis: spending analysis reports, merchant information reports and merchant 
profile reports. 

Spending Analysis Reports 
● Airline Spending Analysis by Merchant 

● Car Rental Spending Analysis by Merchant 

● Lodging Spending Analysis by Merchant 

● Lodging Spending Analysis by City 

● Restaurant Spending Analysis 

● Transportation Spending Analysis by Merchant 

If the State requires an analysis of an industry that is not automatically offered in the 
standard reports, you can change the MCC of any report to match your requirements. 
You can then save the report for that particular industry and re-run it at any time. 

Merchant Information Reports 
● Merchant Ranking 

● Quarterly Merchant Analysis by Parent Merchant 

● Transaction Detail by Parent Merchant 

● Transaction Summary by Parent Merchant 

These reports are excellent in assisting with decision making and rate negotiations. 
PaymentNet also provides reports that detail spend by MCC. These reports are good 
tools to determine spend allocation among different merchant classes. 

Merchant Reports 
● Merchant Profile –Excel 

● Merchants with Default Account Codes 

● MCC With Default Account Codes 

● 1099 Merchant 

● Merchant Profile with Custom Fields 

These reports track information such as 1099 and socio-economic detail. Vendor 
data received by PaymentNet is passed by the merchant and verified by the 
merchant’s acquiring bank. If the merchant does not pass this data, PaymentNet 
gives the State’s program administrator the ability to manually add information in the 
merchant profile section. 
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13.  Customer Support 

a.  Will State administrators have a dedicated customer service team to handle requests 
and service needs? 

The State will continue to benefit from a designated Card Relationship Manager, 
Greg Powell and a designated Card Program Coordinator, Phil Snavely. Program 
coordinator support is further augmented by 24/7/365 customer service assistance, 
which is available to both program administrators and cardholders.  

i.  What are the normal business hours of this team? 

Our program coordinator servicing team is available Monday through Friday 
from  This program coordinator support is further 
augmented by 24/7/365 customer service assistance, which is available to 
both program administrators and cardholders. 

ii.  Will it be available 24/7/365? 

Our customer service team, which is available to both program 
administrators and cardholders, is available 24/7/365. 

iii.  Where is the call center located? 

 

iv.  How many support personnel available? 

We offer support from approximately 100 specialists. 
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v.  What is the average response time? 

Our customer service team’s average response time is less than 20 seconds. 

b.  Will cardholders have a toll-free assistance line for account inquiries, billing 
information, reporting fraud and other services the Firm describes? 

Yes. 

i.  What are the normal business hours of this team? 

This team is available 24/7/365. 

ii.  Will it be available 24/7/365? 

Yes. 

iii.  Where is the call center located? 

 

iv.  How many support personnel available? 

We offer support from approximately 100 specialists. 

v.  What is the average response time? 

Our average response time is less than 20 seconds. 

14.  Disputed and Fraudulent Activity 

a.  What is the process for handling disputed and fraudulent items? 

Most erroneous charges can be corrected by calling the merchant—avoiding the 
dispute process entirely.  

We have a straightforward dispute initiation process that makes it easy for the State 
to initiate disputes through us. Throughout the dispute resolution process, our 
Disputes team will act as advocates on your behalf. 

We recommend that the State initiate all disputes via phone, as this enables our 
specialists to discuss the issue with the cardholder and provide the most 
comprehensive support. Cardholders can contact our Customer Service department 
by calling the number on the back of the card. Disputes can also be initiated online in 
PaymentNet or by email or mail. Dedicated personnel handle the reporting, tracking 
and resolution of disputes worldwide. 
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Initiating a Dispute by Phone 

Cardholders who are uncertain how to submit a dispute should contact our Customer 
Service team by calling the number on the back of their card. The customer service 
specialist will walk the cardholder through the process to initiate a dispute. A dispute 
analyst will review the case and follow up with the cardholder. They have access to 
additional tools and information to facilitate the process, such as mediating a 
conversation between the cardholder and the merchant for immediate resolution—

which is often the best approach. This gives the analyst an opportunity to more fully 
understand the concern and better assist the cardholder. We recommend this 
process for more complicated disputes. 

Online Dispute Initiation in PaymentNet 

Users authorized by the State to initiate disputes in PaymentNet can do so using a 
prepopulated form. The user simply selects a dispute reason, follows the prompts to 
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input additional information and clicks “submit” to transmit the form to our disputes 
department. 

PaymentNet enables employees to track disputes initiated through PaymentNet 
online. Color-coded indicators on the transaction screen mark steps in the dispute 
process. After a dispute has been submitted, a yellow indicator appears next to the 
transaction. When it has been assigned to a dispute specialist and is actively being 
worked on, the indicator changes to red. After the dispute is resolved, the indicator 
turns green. Your program administrator can also run the Transaction Disputes by 
Hierarchy report to see the status of all open disputes. 

Dispute Initiation by Email or Mail 

We offer a standard form that cardholders can send to us via email or mail in order to 
initiate a dispute. Cardholders can also initiate a dispute via email without using the 
form. The dispute will be initiated when we receive the form, and a disputes analyst 
may contact the cardholder via phone or email for additional information. We will 
provide the standard form to your program administrator. 

Cardholders should include his or her name and account number along with the 
transaction details of the disputed charge and their reason for disputing the charge. 
Details of any efforts they have made to resolve the dispute with the merchant on 
their own should be noted. Cardholders should also provide additional 
documentation, such as receipts, during the dispute resolution process. 

Fraud Screening and Communication Process 
Our fraud screening process is designed to protect our clients from fraud losses. Our 
communication process makes sure that the right person is contacted when we 
suspect fraud. 

We provide fraud screening 24/7/365. As a result, fraud statistics for our commercial 
card programs are well below the industry average and a far lower rate than the fraud 
associated with consumer cards. This low fraud rate speaks to the strength of our 
fraud prevention practices, as well as our relationships with clients in establishing 
effective card controls. 

Fraud Screening 

Our team of experienced fraud prevention analysts uses specialized screening tools 
to constantly monitor transactions for suspicious activity and to aid in detecting fraud 
and minimizing losses. Our fraud detection systems are flexible and have the ability 
to target both general and specific fraud trends. Criteria or rules are defined based on 
analysis of data from current fraud trends: 

● Fraud patterns 

● Specific or high-risk Merchant Category Codes (MCCs) 

● Dollar amounts and cash advances 

● Geographic location 

● Specific merchants and unusual purchases such as jewelry or electronics 
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Our screening process uses several indicators (including the trends listed above) to 
identify possible fraud. The categories we monitor include unusual purchases such 
as jewelry or electronics, high-risk MCCs and questionable geographic areas. Cash 
advances are also monitored for high-risk locations and large dollar amounts. 
Suspicious transactions are further identified based on details that include the 
authorization type, merchant type, location of recent fraud trends, account history, 
expiration date entered and decline reason. If authorizations meet these pre-defined 
criteria, the account is sent to a fraud handling queue or blocked for referral. 

If requested, our Fraud team will provide a detailed walkthrough to the State’s 
executives and program administrators explaining fraud performance in depth. This 
information includes collaboration with your program administrators to identify and 
implement ongoing improvements. 

Fraud Communication  

When a potentially fraudulent transaction is identified, a fraud analyst will evaluate 
the account’s history and activity. If fraud is still suspected, the analyst will contact 
the cardholder to confirm card possession, verify the cardholder’s two security 
identifiers on file and validate the transaction(s). Depending on the circumstances, 
we may continue to monitor the account for suspicious charges or suspend it 
temporarily to minimize potential fraud losses. If we suspect employee misuse of 
funds, we will contact the State’s program administrator directly. 

Enroll to Receive Notifications 

 

Figure 48 

 

Under most circumstances, a call is placed to the cardholder at the telephone 
number(s) on file, with messages left if contact cannot be made. After the first 
attempt, we will call the cardholder at both phone numbers and leave messages. If 
we are unsuccessful in reaching the cardholder after three attempts or if the phone 
number(s) on file is invalid, we will place a hold on the card and reach out to your 
program administrator. 

As an option, cardholders can enroll to receive fraud alerts via text message or email. 
Fraud alerts notify cardholders when suspicious transactions are identified on their 
account and allows them to quickly reply to validate transactions. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 201  

Additional Fraud Protection 
We offer clients our third-party fraud waiver and Visa and Mastercard’s liability 
waivers for employee fraud to complement our fraud screening.  

Due to the sensitive nature of fraudulent transactions, we require that fraud be 
reported by phone to an expert in our Fraud department. Reporting fraud by phone 
makes sure that all fraudulent transactions are identified as soon as possible. The 
card will be blocked and no further transactions can be processed, immediately 
stopping fraud attempts. There are also systematic processes to provide for 
timeliness of opening and resolving a fraud case, as well as requirements put in 
place by Mastercard. In most cases, we can provide a complete resolution in one 
call, which avoids multiple call-back attempts and saves time on resolving any open 
issues. 

Cardholders can report fraud by calling the number on the back of their card or the 
direct fraud line at (888) 307-2990.  
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b.  How will a cardholder dispute an item on his or her statement, or submit notice of an 
item believed to be fraudulent? 

We recommend that the State initiate all disputes or fraud concerns via phone, as 
this enables our specialists to discuss the issue with the cardholder and provide the 
most comprehensive support. Cardholders can contact our Customer Service 
department by calling the number on the back of the card. Disputes can also be 
initiated online in PaymentNet or by email or mail. Dedicated personnel handle the 
reporting, tracking and resolution of disputes worldwide. 

c.  How is the pending dispute or fraudulent item notated on a cardholder’s account? 

When the State notifies us of a disputed transaction, the disputed item is removed 
from the balance during the investigation. A temporary dispute credit is issued while 
the dispute is being researched.  

When a fraudulent transaction is reported, we will place a hold on the cardholder’s 
account during the investigation. The card will be blocked and no further transactions 
can be processed to stop fraud attempts immediately.  

d.  How is a cardholder’s account corrected if dispute is settled in cardholder’s favor or 
transaction is confirmed fraudulent? 

We will credit your account if a dispute is resolved in the State’s favor. This credit is 
processed just like a transaction and will appear on your next statement. The 
suspended charge will leave the dispute status and payment will be due if the dispute 
is resolved in the merchant’s favor. 

For suspected fraudulent transactions, if the transaction is valid, we will remove the 
hold on the cardholder’s account. If the transaction is not valid, it will be reported to 
the association. We will work with the cardholder to close the account and reissue a 
new number and card. 

The merchant chargeback process is initiated after we are notified of fraud on an 
account. If funds are not recovered, fraud charges are either deducted from the 
State’s rebate or we absorb the loss, contingent on your contract terms. 

e.  What is the timeframe for crediting the disputed or fraudulent item to the cardholder’s 
account? 

Dispute resolution typically occurs within 5 to 60 days of initiation, dependent on the 
nature of the dispute, and we regularly exceed our goal to resolve 65 percent of 
disputes within 7 days and 88 percent within 30 days.  

In most cases when reporting suspected fraudulent transactions, we can provide a 
complete resolution in one call, which avoids multiple call-back attempts and saves 
time on resolving any open issues. 

f.  Does the Firm offer any program for eliminating/reducing card fraud? 

Yes. Our team of experienced fraud prevention analysts uses specialized screening 
tools to constantly monitor transactions for suspicious activity and to aid in detecting 
fraud and minimizing losses. Our fraud detection systems are flexible and have the 
ability to target both general and specific fraud trends.  
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Criteria or rules are defined based on analysis of data from current fraud trends: 

● Fraud patterns 

● Specific or high-risk Merchant Category Codes (MCCs) 

● Dollar amounts and cash advances 

● Geographic location 

● Specific merchants and unusual purchases such as jewelry or electronics 

Our screening process uses several indicators (including the trends listed above) to 
identify possible fraud. The categories we monitor include unusual purchases such 
as jewelry or electronics, high-risk MCCs and questionable geographic areas. Cash 
advances are also monitored for high-risk locations and large dollar amounts. 
Suspicious transactions are further identified based on details that include the 
authorization type, merchant type, location of recent fraud trends, account history, 
expiration date entered and decline reason. If authorizations meet these pre-defined 
criteria, the account is sent to a fraud handling queue or blocked for referral. 

If requested, our Fraud team will provide a detailed walkthrough to the State’s 
executives and program administrators explaining fraud performance in depth. This 
information includes collaboration with your program administrators to identify and 
implement ongoing improvements. 

g.  What are the liabilities of the State and employees in the event of fraud, abuse, or loss 
of a card that is committed by a non-employee and not for the benefit of the State? 

The State is protected from non-employee fraud if you contact J.P. Morgan 
immediately when you suspect a card has been lost, stolen, or compromised. Once 
notified, J.P. Morgan will promptly cancel the account. Subject to the terms and 
conditions outlined in our attached financial offering in Tab E: Schedule of Fees, the 
State will not be liable for fraudulent transactions made on that account. Merchants 
that do not follow transaction authorization procedures can be subject to 
chargebacks. If there are fraud losses, they are typically netted out of the program 
rebate opportunity. 

i.  If the State is not liable but a loss is incurred, would it impact the rebate, if any, 
paid to the State? 

Subject to the terms and conditions outlined in our attached financial offering 
in Tab E: Schedule of Fees, the State will not be liable for fraudulent 
transactions made on that account. Fraud losses are not deducted from 
rebate.  

ii.  Confirm neither the State nor any State employee will be held responsible for 
charges incurred from a lost/stolen card if the loss is reported to the awarded 
Firm within five business days of the known loss. 

The State is protected from fraud if you contact J.P. Morgan immediately 
when you suspect a card has been lost, stolen, or compromised. 
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h.  Is the Firm able to electronically notify authorized designees of unusual transaction 
activity at the individual cardholder level? 

Yes, cardholders can enroll to receive fraud alerts via text message, email or phone. 
Fraud alerts notify cardholders when suspicious transactions are identified on their 
account and allows them to quickly reply to validate transactions. 

15.  Reporting 

a.  Describe the online reporting provided to cardholders and administrators. 

Through PaymentNet, the State can access a suite of standard reports to help you 
easily monitor and manage expenditures throughout your organization. These reports 
have been developed based on best practices and actual client usage, making them 
effective, practical and convenient. All reports can be run on demand or users can 
schedule reports to run automatically. Users can elect to receive an email alert when 
a scheduled report is available. The State can download the report in PDF, Excel or 
comma-separated values (CSV) format. 

In addition to enabling the State to see what your cardholders purchased and from 
whom, PaymentNet’s suite of standard reports addresses the following: 

● Program administrators—Manage employees and accounts, review and 
approve transactions, assess policy compliance and analyze spend 
composition 

● Cardholders—Run reports at the end of each billing cycle, review 
transactions and print data for expense reports 
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Additionally, PaymentNet enables the State to configure reports to meet your specific 
requirements. For example, a user can narrow the type of data, date range and 
hierarchy level of a standard report to show only the information you need for a 
particular analysis. The user can then save this instance of the report for future use. 
The system will also store completed reports for up to 35 days for employees who 
cannot access them right away. 

This combination of features and flexibility makes PaymentNet a robust, user-friendly 
tool for meeting the State’s reporting needs. 

b.  Identify whether the online reporting system provides real time information for 
transactions. If not, how long does it take for transaction data to become available? 
(Note: availability of real-time transaction information is a requirement of the State.) 

The State’s program administrators can view real-time authorization and decline 
information through PaymentNet. 

Transactions are loaded into PaymentNet and available to users within two business 
days of merchant posting. The State’s program administrators, auditors, cardholders 
and managers can view authorizations and declines immediately. 

c.  Is the State able to generate reports that are organization (Department or Division level, 
not across the entire Program) or cardholder specific? (Note: the ability to generate 
these reports is a requirement of the State.) 

Yes. The State can create reporting at any level of your hierarchy – from the top of 
the organization, to the department or division level, or to individual cardholders. 

d.  Is the State able to schedule on-demand ad-hoc reports? 

Yes. PaymentNet’s new Reporting module allows users to customize the contents 
and layout of reports and manage the reports they have created.  

Using a redesigned interface, standard and custom reports are available and the 
State can access by: selecting a report on the Report List screen, running the report 
and retrieving the output from the Available Downloads screen.  

The new Reporting module allows program administrators to:  

● Define new reports from templates provided by J.P. Morgan, change the 
contents and layout of a report as well as specify the output format (PDF, MS 
Excel, or CSV)  

● Customize reports by adding data elements from all reporting categories 

● Sort and group report data and include calculations for subtotals, grand totals 
and counts 

● Share customized reports with users across your organization based on their 
assigned roles; for example, you can customize and share a report only with 
cardholders  

● Schedule reports to run on a regular basis or on behalf of other users  

● Find reports using search capabilities and filter options on a redesigned 
Report List screen  
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● Enable the Quick Run option to allow users to run any report from the Report 
List screen with a single click  

Although only program administrators can build new reports, all users will work with 
their available reports using the new Reporting interface. 

Reporting also offers powerful keyword search and filter capabilities. Cardholders will 
also be able to create and personalize new versions of their reports, adding filters 
and sorting the data as needed, and then produce the report in the format of their 
choice. They can run reports on demand (using the Quick Run button, if enabled) or 
schedule reports to run on a specific date or a recurring schedule.  

Employee access to standard reports in PaymentNet can be modified by the State’s 
program administrator based on the system roles assigned to each user type. Sensitive 
data in reports is also restricted based on the rights assigned to each user. 

e.  Confirm that the Firm can provide the reporting requirements provided in the table 
below.  

Requirement  Yes/No 

List of cardholders by State, organization, etc. Yes 

Detailed transaction listing by cardholder. Yes 

Detailed transaction listing by organization or unit within the organization. Yes 

Summary listing of activity by merchant type. Yes 
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Requirement  Yes/No 

Detailed listing of transaction by merchant type, cardholder. Yes 

Monthly listing of all cards reported lost or stolen, including date account was closed. Yes 

Listing of all accounts closed during the month and the date of closing. Yes 

Listing of all disputed transactions submitted by State organizations. Yes 

Daily listing of all declined transactions by organization, cardholder. Yes 

Listing of all authorized card users by account. Yes 

f.  In what formats, can these reports be downloaded? Are these reports downloaded from 
the web-based application? Are there alternative options for transmitting daily reports 
(i.e. FTP)? 

All reports can be downloaded from PaymentNet in PDF, Excel or CSV format. 
Certain types of reports can be set up for a file transmission. 

g.  Validate the capacity to meet the file definitions provided in Appendix H for current file 
transfers. 

Yes. As an existing commercial card client with J.P. Morgan, the State currently 
receives the DP003 custom card file. 

h.  Confirm the Firm’s ability to provide cardholder test files to the extent where a testing 
database is provided to the central P-Card team to execute the triggers provided in 
Appendix H for creation of testing files for the cardholder data interface file. 

Yes. As an existing commercial card client with J.P. Morgan, the State currently 
receives the DP003 custom card file. 

i.  Does the State have the ability to run reports to show activity for: daily, weekly, 
monthly, quarterly, yearly, and for a period between any two dates chosen by the 
central team end user? 

Yes. Reports can be run manually or scheduled to run daily, weekly, monthly, or by 
cycle. PaymentNet enables users to narrow the date range of a standard report to 
show only the information you need for a particular analysis. PaymentNet houses a 
rolling 24 months’ worth of transaction data. 

j.  Describe the electronic data available online that can be downloaded. In what format is 
information available? 

PaymentNet receives and displays all levels of transaction detail passed by 
merchants at the point of sale. All domestic locations are level I capable, and more 
than 1.4 million Visa and 6 million Mastercard merchants can send level II or level III 
information. Data typically included at each level is noted in the following table: 

FEATURES LEVEL I LEVEL II LEVEL III 

Transaction amount    

Date    

Cardholder information    
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FEATURES LEVEL I LEVEL II LEVEL III 

Exchange rate    

Merchant name    

Merchant city, state, zip    

Merchant category code    

Sales tax amount/VAT    

Customer code    

Street address, phone number    

Small business status    

MWDOB data    

Tax ID/DUNS number    

Item description    

Item quantity    

Cost per unit    

Item transaction amount    

Ship to/from    

Freight, duty    

Alternative tax    

Data fields available in all commercial card reporting systems (not just J.P. Morgan’s 
offerings) are contingent upon the issuer, the card association, the merchant 
acquirer, the processor and system parameters. Some fields are standard and 
required, while others may be generated at the point of sale and fail to make it all the 
way to the commercial card reporting system. Still, other fields may not be recorded 
at the point of sale and will never contain information. 

Downloading Reports 
PaymentNet’s user-friendly, intuitive navigation makes it easy for the State’s 
employees to access and configure reports that meet your organizational 
requirements. Reports can be selected from a master list or by a reporting category 
(e.g., account, merchant, cardholder or transaction). Users simply specify the report 
name, output file type and any desired report criteria. After selecting necessary 
parameters, users can run finished reports and will be given the option of saving the 
customized criteria for future use. 

Fields available for report customization include: 

● Date ranges 

● Display preference 

● Levels of hierarchy 
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● Ascending or descending order 

● Frequency of report generation 

The State’s program administrator can control report accessibility based on your 
established hierarchy, ensuring that sensitive information is limited to approved 
employees. All employee-specific reports are available only for that employee unless 
otherwise specified by your program administrator. 

Report Formats 

Reports can be viewed online at any time and downloaded in PDF, Excel or CSV 
format. Users can schedule a certain day to run reports or may run them manually on 
demand. PaymentNet also allows users to request an email notification when a report 
is ready to be downloaded or viewed.  

k.  Are workflow reports available to show an audit trail of specific activity, such as card 
review/approvals (name, date, activity) and temporary credit limit approvals? 

Yes. PaymentNet has a full range of on-screen audit trails and features enhanced 
monitoring controls through extensive audit reporting. Auditing is available for 
transactions, accounts, employees, hierarchy, chart of accounts and payables. The 
State can view the last 20 changes made to any of these objects using the History 
screen. We offer standard reports for each of these objects and provide up to one 
year of data. Our system and reports show each individual change, including 
previous and new values, the user ID of the person who made the change and the 
time that the change was made. 

l.  Provide a demonstration of your Firm’s online capabilities. Access to the demo can be 
by CD-ROM or online. 

As a current client, the State uses and has access to PaymentNet’s online 
capabilities. However, we would welcome the opportunity to provide a walk through 
to eh State’s evaluation committee. 

m.  How can the State limit the ability to view information on an organization-by-
organization basis (scoped viewing)? 

The State’s program administrator can control report accessibility based on your 
established hierarchy, ensuring that sensitive information is limited to approved 
employees. All employee-specific reports are available only for that employee unless 
otherwise specified by your program administrator. 
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Additionally, approvers and/or administrators can reassign approval tasks if the 
approver(s) have been set up previously and have the proper scope and authority to 
approve the request. 

If a user is assigned more than one role, they can select the applicable role for each 
function and/or task. This allows the user to focus on the functions and tasks specific 
to the role selected. The user can toggle between different roles easily and quickly. 
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n.  Describe the data that is captured by the online reporting system. Does the reporting 
system capture Level 3 data? 

PaymentNet receives and displays all levels of transaction detail passed by 
merchants at the point of sale including level III data. All domestic locations are level I 
capable, and more than 1.4 million Visa merchants can send level II or level III 
information. Data typically included at each level is noted in the following table: 

FEATURES LEVEL I LEVEL II LEVEL III 

Transaction amount    

Date    

Cardholder information    

Exchange rate    

Merchant name    

Merchant city, state, zip    

Merchant category code    

Sales tax amount/VAT    

Customer code    

Street address, phone number    

Small business status    

MWDOB data    

Tax ID/DUNS number    

Item description    

Item quantity    

Cost per unit    

Item transaction amount    

Ship to/from    

Freight, duty    

Alternative tax    

 

o.  Describe the Firm’s capabilities regarding interfaces with First State Financials. 
Elaborate on the ability to extract data in various formats from your system for analysis 
or to interface with the State’s accounting systems. 

Today, the State utilizes a Visa VCF transaction file to load transaction data to First 
State Financials on a daily basis. While we do not anticipate the need for any change 
to this process, J.P. Morgan does offer a variety of other file options as described 
below. 
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J.P. Morgan has extensive experience in mapping commercial card data. Our flexible 
technical integration capabilities will allow the State to import your transaction 
information into your ERP system daily, weekly, monthly or by billing cycle.  

Standard Transaction File 
Our standard transaction file is designed for clients that want to load data into their 
own systems without additional assistance from J.P. Morgan. This static, tab-
delimited file is available within the PaymentNet user interface and contains more 
than 700 data elements, giving you access to a wide range of details, including 
transactions, merchants, chart of accounts (when applicable) and reporting hierarchy. 
If merchants have passed level III or enhanced data with transactions, that 
information is also included in the file. 
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This file option is available through the user interface, and may be created and 
generated through the mapper utility. We also provide technical resources and a 
developer’s guide to help you easily map data elements. 

16.  Additional Benefits / No Cost Features 

a.  Discuss any no-cost benefits provided to cardholders (i.e. travelers’ checks, emergency 
check cashing privileges, etc.) 

At no cost to the State, J.P. Morgan provides your cardholders with one of the most 
comprehensive insurance and service offerings in the commercial card industry. 
Automatic coverage for cardholders using the J.P. Morgan Purchasing Card includes: 

● Legal referral assistance 

● Medical referral assistance 

● Emergency message service 

● Prescription and document delivery assistance 

b.  For employees using the card for travel expenses, what additional benefits (i.e. accident 
and lost baggage protection) are provided at no additional cost? 

When a cardholder uses a purchasing card for travel purposes, the following benefits 
also apply: 

● Primary auto rental insurance 
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● Emergency transportation assistance 

● Roadside assistance 

● Pre-trip assistance  

● Lost luggage locator service  

● Emergency ticket replacement service  

● Emergency translation service  

C. Electronic Payables (ePayables) Services 

Currently, FSF does not have the functionality to handle comprehensive ePayables services. The 
following questions would allow the State to evaluate the feasibility of implementing a holistic ePayables 
solution and determine the allocation of resources needed to complete the project. 

1.  Describe the Firm’s capabilities and experience with electronic payables solutions (virtual card 
and ACH payments). 
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2.  How many customers currently use your Firm’s electronic payables service? How many used 
the service as of December 31, 2017 and as of December 31, 2016? 

3.  Describe the Firm’s involvement with the payment process. Discuss in detail any files that OST 
would need to prepare or transmit to the bank. Are separate files required for virtual card 
transactions and ACH transactions or can they be combined in a single file? 

For batch payments of invoices from the State’s PeopleSoft ERP system, J.P. Morgan is only 
involved once the invoice is in a ready-to-be paid state. 

Single-Use Account Payment Instruction File 
The State currently uses J.P. Morgan’s stand-alone single-use account solution to disburse 
SUA payments. Once J.P. Morgan receives a payment request from the State’s PeopleSoft 
ERP system, we will create a payment file and then send the confirmation directly to the 
supplier via email. Alternately, you can communicate payment and remittance information 
directly with your suppliers in accordance with your internal communication processes. 

In addition to batch payments of approved invoices, individual single-use accounts can be 
generated in real time either manually through the PaymentNet interface or automatically via 
a system-to-system interface. Real-time SUA payments can be used for making e-commerce 
payments at the time of the order, making payments by phone, for airfare or hotel bookings or 
any other centrally procured and paid card transaction you can think of. In this way, Single-
Use Accounts can reduce the State’s dependence on purchasing cards, reducing 
opportunities for fraud and improving the control and reconciliation experience in the process. 
The State does not currently utilize this SUA real-time functionality. 
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4.  Please provide a timeline or flowchart of the entire payment process, including the deduction of 
cash from an OST account and receipt of payment by the vendor. 

 

5.  What are the options for transmitting vendor payment instructions to the bank? What is the 
deadline for the transmission of these payment instructions for same-day processing? 

The State should send J.P. Morgan its payment files before 4:00 p.m. CT for same day SUA 
creation. 

J.P. Morgan will generate single-use account numbers within four business hours. If the 
payment file is received toward the end of a business day, it will be processed the next 
business day. In addition, the time that it takes for the supplier to process the payment may 
vary. 
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6.  Once the Firm receives a payment instruction file, can the State instruct payments to be delayed 
and sent on a specific date or will payments be initiated immediate? 

Single-use accounts can be assigned with controls over the start and end date.  

7.  What controls are in place to protect against lost files and duplications of transmissions? If 
duplicate files are sent, is there a penalty or potential issue? 

Batch files are checked against previously processed files to ensure that duplicate files are 
not processed. This prevents duplicate payables from being generated and issued. 

Because single-use accounts leverage a one-to-one match between your payment 
documents and payments, the State can easily avoid duplicate payments and facilitate 
automated reconciliation of all of your accounts payable activities.  

Batch files are checked against previously processed files to certify that duplicate files are not 
processed. Files are considered duplicate when the “Created Date Time” field in the header 
record matches another file that was successfully processed within the past 35 days for the 
given organization and user ID. 

As a best practice to help you avoid transmitting duplicate payments, after you send 
J.P. Morgan your payment file, we process it and then return a file showing the status of all 
payment requests. Your program administrator can then update your system accordingly.  

8.  How frequently can transmission files be uploaded to the bank for the issuance of additional 
payments? Is there a limit to the number of files per day? 

Multiple files can be processed from a client each day. Multiple files should be sent at least 
60 seconds apart to allow adequate time for processing, and each file should be uniquely 
named. 

9.  Does the Firm provide automatic file receipt acknowledgements? 

Yes. After you send J.P. Morgan your payment file, we process it and then return a file 
showing the status of all payment requests. 

10.  Describe the Firm’s ability to warehouse payment orders. 

All reports available in PaymentNet can be generated with up to 24 months of historical data 
(audit data is archived after 12 months). We further maintain up to seven years of basic 
transaction information that can be retrieved by contacting your Relationship Manager, Greg 
Powell. 

11.  Describe the Firm’s capabilities for delivering remittance detail to the payment recipient for each 
payment method. Is there an additional fee for this service? 

The preferred method of communicating payment is for J.P. Morgan to email the payment 
information directly to the supplier. However, the State can also communicate the single-use 
account number directly to your suppliers, if that is your preference. Once the supplier 
receives the single-use account number and processes it, the transaction flows like an 
ordinary card transaction, with payment made directly into the supplier’s bank account. 
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Invoices 
Our solution has the ability to pass invoice data. You can choose whether to make one 
payment per invoice or bundle invoices. Our file format accepts up to 30 custom fields. Each 
one of these fields can be used to house invoice/line item detail. 

12.  Payments to Vendors by Merchant Card 

a.  Describe how vendor payments made by card are communicated to vendors. Are ghost 
cards or one-time use cards used for payment? 

Single-use accounts have won out over legacy technologies like ePayables. 
Traditional ePayables solutions utilize automated ghost cards; a static account 
number that is assigned to each supplier and typically stored on file by the supplier 
for reference whenever a payment instruction is received. Automated ghost account 
solutions present control (the account number never expires), reconciliation (one 
account number for many payments), and flexibility (no “real-time” option) challenges 
for the buyer. Ghost accounts also pose significant reconciliation and PCI challenges 
for the supplier due to storing the account number on file. 

Most often, our clients request that we send payment information directly to their 
suppliers via email. We encourage suppliers to set up secure email during 
enrollment. This is a one-time process and allows the supplier to receive remittance 
information and complete payment information (comprised of full single use account 
number, expiration date and three-digit security code). As an alternative, the State 
can communicate payment and remittance information directly to your suppliers 
following your own internal communication processes.  

Single-Use Accounts are used for one-time payments to the State’s vendors.  

SUA Controls 
Single-use accounts enable a high level of program security through the following 
inherent controls: 

● One-to-one relationship of account numbers to payments 

● The account credit limit equals the exact payment amount 

● Each account is active for a defined time period (e.g., five or 30 days) 

● The account authorizes for specific merchant category codes 

● No cards are distributed to employees  
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b.  Describe how suppliers receive payments. 

Suppliers who are not on our merchant processing network process single-use 
accounts the same way they would any other credit card payment—by keying 
information in their point-of-sale terminals. 

Notification emails to your suppliers include details such as line items, payment 
amounts, validity dates and remittance information to support reconciliation within 
your internal system. Emails also include the last nine digits of single-use account 
numbers. Your suppliers will combine these digits with the seven digits they will be 
provided during enrollment to create a unique virtual credit card number. 
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c.  Identify how authorization limits are determined or changed. 

J.P. Morgan’s Single-Use Accounts provide superior control over transactions, as 
each account is used for a single transaction and is only valid for that specific 
payment. The following controls can be assigned to each single-use account: 

● Single, daily and/or monthly limits 

● Credit limit—to the penny 

● Merchant category code (MCC) restrictions 

● Number of authorizations 

● Start and end date 

● Dollar amount or percentage tolerance 

● Estimated freight and tax 

Several controls can be set within the State’s ERP system. You can choose to have 
authorization controls remain static within your system or customize controls for each 
payment.  

d.  If the supplier reverses a payment, identify the impact on the available balance for the 
card. 

If the single-use account number has been used (i.e., the payment has been 
processed), your supplier can submit a credit to offset the debit.  

As a standard, the State utilizes our “single authorization” single-use accounts. Single 
authorization requires suppliers to take the exact amount authorized by the State in a 
single “swipe” of the card. At that point, the card account is closed. While credits can 
still be applied to that account, they do not impact available balance. 

In rare instances, the State may utilize our “multi authorization” single-use accounts. 
These are typically applied when a supplier advises they must process on a “per 

invoice” basis (as opposed to processing a single payment amount and then 
allocating it to individual invoices.) If a supplier processes a credit against a multi-
authorization single-use account before taking the full payment amount authorized by 
the State, credits will impact the available balance. 

e.  Are there any reports that the State can access that identifies initiated, but unprocessed 
card payments? 

Yes. Our user-friendly SUA Payables module offers increased visibility and efficiency. 
The SUA Overview screen is the new home page for the Payables module. This 
screen presents information about payables, vendors and the overall SUA Payables 
program in one centralized place. Benefits include: 

● A streamlined experience for full visibility into SUA payables status, bringing 
relevant information to a single screen 

● At-a-glance view of all payables that may require attention along with multiple 
configurations to view payables list 

● Detailed vendor information (spend, updates, etc.) as well as data provided 
by suppliers via SUA Connection, our supplier portal 
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Figure 56 

 

f.  If an email is sent to vendors, provide an example of the correspondence sent. Can the 
body of the email sent to vendors be customized by the State? 

Please refer to Appendix 14 for our Secure Email Fact Sheet. Clients are able to 
customize the body of the text, as well as the fields provided to the supplier. 
Notification emails can include up to 30 custom transaction fields. Reminder 
notifications can also be customized. 

g.  If a vendor does not process a credit card payment, after how many days does the card 
number “expire” and can no longer be used? 

Your organization can determine the length of time within which a vendor must 
accept payment. Our recommended standard active account period is 30 days; 
however, active periods can range from one day to one year (i.e., 365 days). 

If the single-use account is not processed within the time frame specified by your 
organization, the account will automatically close. 

h.  Before the card number “expires” does your Firm’s system send an automated 
reminder notice to the vendor informing them that they have a payment that has not 
been processed? 

The State can use PaymentNet to extend a payment’s active period, as well as to 
create customized reminder emails for suppliers. These emails can be configured to 
be sent automatically within a certain number of days before an account’s end date. 
In addition, you can use PaymentNet to track the status of each payment (including 
changes). 
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i.  Does your Firm offer a Buyer Initiated Payment (push pay) Program? If so, provide an 
explanation of how this service would operate. Does a different rebate schedule apply? 
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Figure 57 

Automated Settlement eliminates steps in the payment process, accelerating the transaction flow. 

 

13.  Payments to Suppliers by ACH 

a.  Does the State need to send a separate file for vendors receiving ACH payments or can 
these transactions be sent in the same payment instruction file as virtual card 
payments? 

The State can send a single file to vendors receiving ACH payments,  
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Additional benefits of this solution are detailed in the table below.  

Benefit Host-to-Host Payments Feature 

Efficiency Consolidates payment requests and simplifies the payment and e-collections 
process, reducing costs 

Visibility Manages file delivery and workflow in real time, allowing you to view initiation status 
and transactions 

Compatibility  Integrates with ERP systems and leverages industry-standard formats and standard 
network protocols 

Security Designed to protect transaction privacy and authenticity to reduce the risk of 
payment fraud; also reduces human error and improves risk control 

 

Host-to-Host Payments offers a full range of file formats and transmission protocols 
and supports most payment types offered by J.P. Morgan. Our solution also employs 
industry standard file formats, advanced communications and data security 
interfaces. 

b.  Does the payment instruction file need to include the payee’s routing and account 
number details? If not, how does the Firm process the payment (i.e. a vendor code)? 

 
 

 

 
 

c.  Does your Firm assign a vendor code? Is the vendor code assigned by your Firm or do 
you use the State’s unique vendor identification code? 

The vendor ID code is assigned by the State. 

d.  Is your Firm willing to accommodate the State’s preference to process ACH payments 
through its primary bank by storing and retaining routing and account information in 
OST’s ERP system? If not, discuss why your approach is better for OST. 

Yes, it is an acceptable option for the State to store and maintain their own bank 
account information, for payment instructions. Any third party processors would 
require special due-diligence review and approval by J.P. Morgan. 

14.  Vendor Enrollment 

a.  Discuss your Firm’s approach in recruiting vendors on the State’s behalf to your Firm’s 
electronic payables platform. 

We help you drive adoption and capture more spend, combining our large supplier 
network, extensive recruitment experience and broad acceptance base. As part of 
your campaign management service, we help convert targeted suppliers from their 
current payment type to rebate-generating plastic and/or virtual card payments like 
Single-Use Accounts (SUA). Further, if suppliers are resistant to commercial card 
payment options, we can use the recruitment process to also identify suppliers willing 
to accept ACH payments in lieu of checks. 
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b.  What are the steps for signing up a vendor? Does the Firm have an online self-
enrollment internet portal for vendors to register? 

Recruitment specialists initiate the acceptance process by sending confirmation email 
messages to suppliers. To formally accept, each supplier clicks on the acceptance 
link embedded within the confirmation email. They are directed to the State’s landing 
page where they will then click ‘Submit’ to confirm their acceptance to receive single-
use account payments from the State. Suppliers only need a standard point-of-sale 
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terminal used to process credit card transactions - to accept single-use account 
virtual card payments. 

Figure 60 

 

To further support the supplier acceptance process. J.P. Morgan provides sample 
communication materials the State can customize according to your needs.  
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c.  Identify the number of suppliers your Firm currently has enrolled. Please specify the 
number of vendors currently receiving card payments vs. ACH payments. 
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d.  If a supplier is already enrolled with your Firm’s payables platform, can these vendors 
be paid immediately or does your vendor enrollment team have to contact the vendor 
first? Is the process the same for ACH and card payments? If not, describe the 
differences. 

Suppliers typically only agree to “guaranteed acceptance” of monetized payments 
when the timing and cost of payment can be guaranteed. For example, a supplier 
may only agree to accept payments if they occur within 10 days of invoice approval 
with a guaranteed fixed cost. This is easier to do with large and strategic suppliers 
where the cost and method of payment has been contractually agreed upon. The 
majority of suppliers that participate in spend monetization programs are small to 
mid-sized and governed by net terms. Acceleration of payment with these smaller 
suppliers is often challenging due to existing manual and/or decentralized invoice 
processes.  

As a result, like our competitors, we contact all vendors to discuss their willingness to 
accept SUA payments from a specific client. 

Non-monetized ACH payments (straight-ACH) do not have this requirement and once 
a vendor is ACH payments from the State as well set up on a network to accept ACH 
from other buyers, they should be able to accept as without additional setup. 

e.  Who makes outbound phone calls to vendors (i.e. employees of your bank or a third-
party)? Will a specific individual or a team of individuals be assigned to the State? 

J.P. Morgan’s Recruitment Specialists communicate with the suppliers targeted for 
the State’s virtual Single-Use Account (SUA) program. We offer contact via phone 
and email based on the supplier information you have available. We recommend the 
State be involved in the communication with your most strategic suppliers.  
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f.  How many professionals on the vendor outreach teams does your Firm employ? For 
these individuals, what percentage of their time is dedicated to vendor outreach calls or 
activities? 

g.  Is the vendor outreach team empowered to sign up the vendor or is it handed off to 
another department? 

Recruitment specialists are empowered to sign up vendors. 

h.  Will your Firm provide vendor payment information (i.e. contact person, e-mail, address, 
phone number, routing and account number) to the State? 

We do not capture or require routing and account number information for SUA 
payments as the banking relationship is with the card accepting supplier’s merchant 
processor. During the enrollment process, we do capture the vendor’s email address 
and provide this information back to the State. All supplier information is stored and 
maintained in the State’s ERP or payment system. Relevant details for payment such 
as supplier name, email address and remittance are passed to J.P. Morgan in the 
payment instruction file. If you choose to have remittance information emailed to your 
suppliers by J.P. Morgan on your behalf, a State “From” email address is used. This 
helps ensure that any bounce-back email is sent to the appropriate contact in your 
organization. 

i.  How quickly does your Firm anticipate reaching out to the State’s vendors? How many 
vendors do you plan to reach out to in 3 months? In 6 months? 

We can handle campaigns of any size, so depending on the number of suppliers, we 
have an average campaign completion of 12 weeks. This is also dependent on the 
data we are provided by the client; the more contact information we have, the more 
effective our outreach will be. For the vendors we do not have information for, we will 
enrich the data through several sources to find contact information. 

We have partnered with the State on multiple campaigns and stand ready to begin 
the next at the conclusion of this RFP process. As a best practice, we recommend 
running a campaign every 12 to 18 months. 
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j.  Based on the vendor file provided in Appendix I identify the number of vendors, 
transaction and dollar amount, that your Firm thinks will likely accept the State’s 
electronic payables program within 6 months? Within 12 months? Please specify what 
you expect to convert to ACH versus card payments. 

k.  What policies or procedures would your Firm recommend the State adopt to maximize 
vendor acceptance of OST’s electronic payment options? 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 236  

l.  Provide two specific examples of a successful implementation for a client. What were 
the organization’s issues, solutions, and results of this implementation? 
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D. New Services & Ideas 

1.  What additional ideas or services can your Firm offer that will improve or enhance the State’s 
purchasing card or virtual card program? These can include, but not be limited to: 

a.  Alternative payment programs 
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Figure 62 

 

Card Security Features 
Our cards comes with a variety of security features that include validation numbers 
on the back of each card and chip technology.  

Visa developed the card verification value (CVV) system to help prevent alteration or 
misuse of card data and to enhance verification of the card and cardholder. The CVV 
comprises three digits encoded in a card’s magnetic stripe. The CVV2 is a three-digit 
numbers printed on the signature panel on the back of the card. For Internet, 
telephone and mail orders, cardholders can provide this three-digit number to 
merchants for verification purposes.  

Chip Technology 
In addition to enhanced security, chip cards promote broader acceptance with 
merchants internationally and in the U.S. as chip technology is more widely adopted 
by merchants. 

Embossing 
In addition to protection from external misuse, we also offer the ability to provide a 
card design that will distinguish the State’s purchasing cards from a cardholder’s 
personal cards. We are also happy to continue embossing either “Purchasing” or 
“Travel” on the State’s plastics to help ensure the cardholder uses the proper card at 
all times. 
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c.  Advances in fraud detection 

We have recently launched our new cardholder fraud alert notification process. 
Cardholder enrollment is voluntary, but strongly encouraged as a further protection 
against fraudulent activity. Through this process, cardholders can enroll online to 
receive fraud alert notifications via email, text or phone. The alerts will go out to 
enrolled cardholders when suspicious activity is detected on a cardholder’s account. 
The cardholder can respond immediately to indicate whether the activity is valid, 
minimizing the disruption of card usage due to suspicious activity. 

d.  Specialized customer services 

In addition to the direct support we provide to Program Administrators and 
cardholders, the State will benefit from our dedicated Supplier Support Team, which 
is available to provide your vendors with extensive pre and post enrollment support. 
The Supplier Support team will guide vendors through details of what to expect and 
how to accept SUA payments. 

Figure 63 

 

e.  Timesaving items on billing statement 

Cardholders can use PaymentNet’s online statement functionality to view electronic 
versions of their statements. Statements are available for viewing within two business 
days after the billing cycle ends, which means there is no need to wait for hardcopy 
statements in order to make payments. The State has the opportunity to earn higher 
rebates associated with faster payment by receiving billing statements earlier. 
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Cardholder access to the online statement feature is granted by the State’s program 
administrators. 

f.  Specially created and informative management reports 

Figure 64 

 

Program Administrator Dashboard 
Each time you log in to PaymentNet, the Program Administrator (PA) Dashboard 
displays on the Welcome screen to give you a quick snapshot of information about 
accounts, cardholder transactions and users. 

The following figure shows an example of the PA Dashboard on the PaymentNet 
Welcome screen. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 241  

Figure 65 

 

You can set the default hierarchy, tab and corporate accounts for the PA Dashboard 
by editing your user profile. Refer to the PaymentNet Online Help for detailed 
information about the PA Dashboard. 

g.  Vendor relations and marketing 

SUA Connection, available for PaymentNet programs, makes it easy for your 
suppliers to process and track SUA payments. A user-friendly online resource, SUA 
Connection empowers suppliers via: 

● Full visibility into SUA payment status 

● Intuitive user interface to simplify payment processing and tracking 

● Self-serve options to minimize missed/expired payments and improve days 
sales outstanding (DSO) 

● Easy access to aggregate remittance data to streamline reconciliation 

● Supplier-defined profile, preferences and user access control to help ensure 
tailored support 

SUA Connection is easy to navigate and offered to suppliers at no additional cost. 
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Figure 67 
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Figure 68 

 

2.  Does the Firm currently have or will offer in the near future, mobile banking services (i.e., via cell 
phone, tablet, laptop, etc.) to view transactions or perform administrative functions? If so, is 
there a cost associated with this service? 

Yes. Cardholders can access PaymentNet whether in the office or on the road to manage 
and monitor their transactions. J.P. Morgan’s Commercial Card Mobile site enables 
cardholders to easily view balances, filter and sort transactions, access real-time 
authorizations and declines, as well as make a payment through their mobile device. Support 
is provided for the most widely used smartphones and mobile devices (i.e., Apple, Android, or 
Blackberry devices), with stability and security as a top priority. 
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Figure 69 

 

Users can also Access Online help while logged in or call our Customer Service department 
with any questions. 

3.  Provide any additional information that your Firm believes to be pertinent but not specifically 
requested elsewhere in the RFP. 

As part of our ongoing commitment to innovation, our product development teams are 
continually improving and expanding our product capabilities to meet both client and market 
needs. Our current single-use account roadmap is focused on enhancing the client and 
supplier experience. We are in the process of developing features such as simplified supplier 
management tools and an enhanced online experience in PaymentNet. 

J.P. Morgan is committed to maintaining our position as an industry leader in this space, and 
our experience and expertise in providing electronic payables solutions for more than 11 
years enable us to offer optimal options for our clients and their suppliers. 
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Figure 70 

 

4.  Provide any additional ideas or suggestions your Firm feels could improve the State’s 
purchasing/virtual card program. Specifically, (a) growing the State’s vendor acceptance of both 
programs, (b) new services that will benefit the State, (c) services the State could discontinue or 
replace, and (d) implementing best practices. 

(a) Growing the State’s vendor acceptance of both programs 
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E. Implementation / Conversion 

1.  Provide a detailed conversion plan for transitioning the State’s existing purchasing and virtual 
card programs to your Firm. Include the estimated length of time for the transition and the 
amount of effort required by the DOA’s staff. 

Because the State is a current J.P. Morgan commercial card client, you will not need to go 
through an implementation process for your purchasing card and single-use account 
programs.  

As you move forward in evaluating our competitors’ proposals, it is important to consider the 
very significant expense that the State could incur by implementing an entirely new program. 
Remember that no new implementation will be required for your existing purchasing card and 
SUA programs. Additionally, our financial benefits will not need to be earmarked to cover 
implementation expenses and other costs of change. Furthermore, by continuing to 
collaborate with J.P. Morgan for your card program, the State will be able to focus on 
realizing added value through growth opportunities and expert consultation services. 

 

2.  What are the general steps in implementing an ePayables program for the State? What 
resources will be needed from the State? (Note: ePayables in this RFP is defined as the ability 
for the State to create and send a single file with vendor payments to be made by either virtual 
card or ACH.) 

The State has already implemented the Single-Use Account services with J.P. Morgan. 
Implementing the additional ability to send a mixed payment file (including ACH, check, wire, 
SUA and other payment types) via Host-to-Host Payments would follow the same high-level 
implementation process as for other general banking services. 

For Host-to-Host Payments, an implementation project manager, , will be 
assigned to serve as the State’s primary point of contact throughout the process.  will 

have end-to-end ownership and accountability of the implementation. He will be responsible 
for communicating regularly with you and coordinating activities across the bank. He will lead 
regular, often weekly, meetings to share information and measure progress. 

 will engage additional J.P. Morgan resources such as your relationship team, our 
industry solutions experts and others, to collaborate with you to validate the solutions you 
have requested. Once the solution has been scoped, he will establish timelines for 
implementation and coordinate with the necessary teams across your organization and 
J.P. Morgan to complete the setup. 

 

3.  If the State implements an ePayables program as mentioned above, does the State have the 
ability to add check payments to this same file in the future, and have the bank print and mail 
physical check payments? 

Yes.  
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4.  Based on the State’s implementation expectations provided in Section II. Background, how 
would your Firm work with the individual State agencies to transition this service to your Firm? 

Because the State is a current J.P. Morgan commercial card client, you will not need to go 
through an implementation process for your purchasing card and single-use account 
programs.  

For each agency implementing our Host-to-Host Payments solution for ePayables, your 
implementation manager, David Fleshel, will engage additional J.P. Morgan resources such 
as your relationship team, our industry solutions experts and others, to collaborate with you 
and the agency to validate the solutions requested. Once the solution has been scoped, he 
will establish timelines for implementation and coordinate with the necessary teams across 
your organization and J.P. Morgan to complete the setup. 

 

5.  Who will be responsible for coordinating the transition? If a conversion team is used, how will 
the State’s account be transitioned to the ongoing client service team? 

Because the State is a current J.P. Morgan commercial card client, you will not need to go 
through an implementation process for your purchasing card and single-use account 
programs.  

For implementation of our Host-to-Host Payments solution,  will manage the 
transition process. Further information regarding  role, responsibilities and 
background are included in our response to Component 1: General Banking Services. 

6.  How are implementation managers or implementation teams assigned (i.e. availability, 
geographically, complexity of the transition)? 

Because the State is a current J.P. Morgan commercial card client, you will not need to go 
through an implementation process for your purchasing card and single-use account 
programs. If any implementation for card services is ever needed, the State can be confident 
that we will provide your organization with the most appropriate personnel to staff your 
account team based on their experience and industry knowledge, location and availability. 
J.P. Morgan’s goal is to ensure that we provide our clients with the full support you require to 
establish best-in-class programs.  

Should the State adopt our Host-to-Host Payments solution, a Treasury Services 
implementation manager, , will lead the transition. The Government Banking 
implementation team operates out of several locations throughout the U.S. Assignment is 
generally determined by deal capacity at the time the business is awarded; however, we try 
to assign someone in close proximity to the client whenever possible. The Senior 
Implementation Project Manager assigned to this request, regardless of office location, would 
be able to support a complex onboarding 
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7.  Indicate the Firm’s plans for initial and ongoing education and training of DOA and State agency 
employees in the use of your Firm’s systems. 

To meet the State’s training needs, J.P. Morgan offers tailored introductory sessions and 
ongoing supplementary webinars as well as a variety of educational materials to support all 
program users. 

J.P. Morgan supports one of the only dedicated training teams in the industry. Our curriculum 
includes live, instructor-led sessions tailored to your needs and conducted onsite at your 
location or via webinar.  

Delivering our training courses through customized webinars allows for a virtually unlimited 
number of participants and makes it easy to accommodate scheduling preferences without 
requiring attendees to travel, obtain special equipment or arrange for large meeting spaces. 

For your initial training on any new programs added to your existing program, one of our 
expert trainers will consult with the State’s program administrator, in collaboration with the 
J.P. Morgan implementation team, to perform a needs assessment and create a webinar 
based on your goals and existing processes.  

For ongoing training, our training team members will continue to provide assistance 
throughout the life of your program through the following:  

Supplemental Tailored Training Sessions 
J.P. Morgan does not limit individualized training to one initial session. The State can request 
additional tailored webinar training sessions for your organization by simply contacting your 
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relationship manager or a program coordinator. Our experienced training team will assess 
your specific requirements (for example, adding a new location or training new program 
administrators) and will then create a session that meets your needs. 

Monthly Topical Webinars 
The State is welcome to participate in our monthly training sessions, which are designed to 
enhance your knowledge of commercial card programs and the card industry. These 
sessions cover a range of topics, including:  

● Updated information on PaymentNet features 

● New details on our programs and services 

● Industry trends 

● Best practices 

Session invitations will be conveniently posted on your PaymentNet Welcome screen, and we 
offer morning and afternoon sessions for flexible scheduling. Each session lasts about an 
hour. Attendees are polled at the end of the session regarding desired topics for upcoming 
sessions, enabling you to help drive the direction of future calls. 

8.  Identify potential issues and risks to the State’s implementation of a new purchasing/virtual card 
and ePayables program. Identify the appropriate steps to avoid or mitigate these risks. 

Because the State is a current J.P. Morgan client, you will have the advantage of avoiding 
common implementation risks associated with converting to a new Purchasing Card or SUA 
program. 

9.  Describe the recommended process for data conversion and migration of the existing 4,700 
cardholders that the State expects to convert to the new card administration system. Where and 
when does this task/subtask fit into the overall project workplan? Identify State and Vendor 
responsibilities for these activities. 

Because the State is a current J.P. Morgan client, you will not need to go through any 
implementation process  

10.  Describe the post implementation support that will be provided for the Delaware Procurement 
Card Program. Include the philosophy and approach to providing the technical and functional 
post implementation support requested and identify the resources it would make available to the 
State to provide this support. 

Our service structure is composed of experienced commercial card experts and is designed 
to make sure we provide the customized support and central points of contact our clients 
require at all organizational levels, from senior management to program administration to 
cardholders. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 255  

J.P. Morgan Service Model 

 

Figure 72 

Our service model is designed to give each area of the State’s organization the specialized support you need. 

Management Team Support 
To maintain a successful card program, the State needs access to industry best practices, as 
well as a variety of customized financial services and solutions. Your management team can 
continue to turn to your designated commercial card relationship manager, Greg Powell, for 
strategic advice, assistance with key features and tools and help with any program-wide 
issues that may arise. You will also have ongoing access to your local treasury and banking 
representatives Michael Pressman and Bill Zuk to leverage resources throughout 
J.P. Morgan. 

In addition, on contract award, the State will be assigned an implementation project manager 
to help you roll out your program. This individual leads an experienced team that will leverage 
our proven methodology to make your program deployment as smooth and seamless as 
possible by working closely with you to design and implement your commercial card program 
using a comprehensive approach that is specifically tailored to your objectives. 

Program Administration Support 
Supporting your program administrator and Commercial Card relationship manager, Phil 
Snavely is your designated program coordinator (DPC). Phil will continue to assist with 
account management inquiries, operations requests and technical issues. He maintains 
access to your organization’s program files and program-specific information to help deliver 
prompt, efficient service. 

The State will also continue to benefit from dedicated support teams that are aligned with 
each relationship manager and serve as backup to your DPC.  

These smaller support teams are designed to promote more efficient interactions in the event 
that your DPC is unavailable. Rather than being directed to a randomly selected service 
specialist according to capacity, your calls will be handled by a reduced pool of experts 
familiar with your business. By serving clients as a unit, extended members of the Program 
Coordinator team are able to become service experts for an entire client set. 



Proposal to State of Delaware – Office of the State Treasurer 

 

Page 256  

This program coordinator support is further augmented by 24/7/365 customer service 
assistance, which is available to both program administrators and cardholders. 

Cardholder Support 
The State’s cardholders receive 24/7/365 support from our commercial card call centers. Our 
customer service specialists are available to answer questions, resolve issues and make sure 
your employees have access to the support resources they need whenever and wherever 
they do business. Our service personnel are held to some of the highest standards in the 
industry and our service organization is entirely dedicated to commercial card support—
Customer Service team members do not handle consumer cards or other bank products. All 
customer service is conducted domestically—we do not offshore support. We have two call 
centers with 100 customer service specialists dedicated to servicing our Commercial Card 
clients.  

11.  What type of training is available for all current and potential purchasing card users? Include the 
availability of training in the following formats: webinars, on-site and job aids. Also, describe 
any training resources that will be available for the State to use to train new end users on an 
ongoing basis after initial implementation. 

J.P. Morgan supports one of the only dedicated training teams in the industry. Our curriculum 
includes live, instructor-led sessions tailored to your needs and conducted onsite at your 
location or via webinar.  

Delivering our training courses through customized webinars allows for a virtually unlimited 
number of participants and makes it easy to accommodate scheduling preferences without 
requiring attendees to travel, obtain special equipment or arrange for large meeting spaces. 

Trainings are designed for program administrators; however, as part of these sessions, a 
trainer will also address cardholder functionalities and make sure program administrators are 
prepared to educate cardholders on our user-friendly systems. In addition, we provide 
resources for cardholder training and advice on best practices. 

New Program Administrator Training 
Invitations will be sent via email to new program administrators for existing clients. These 
specialized training sessions lasts 90 minutes and focus on common administrator topics, 
such as PaymentNet hierarchy setup, reporting and managing cardholder limits. This training 
is an invaluable resource for new program administrators, giving them the extra instruction 
they need to feel confident in their roles.  

Training Resources 
J.P. Morgan posts a variety of educational materials in PaymentNet to help ensure that all 
program participants have quick, easy access to information about the tools they are using 
and the tasks they must complete. Available resources include the following: 

● PaymentNet user guide: The guide walks users through PaymentNet functions 
step-by-step and contains comprehensive details about the more than 100 reports 
offered in the system. 
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● Quick reference cards: Our quick reference cards contain instructions for frequently 
used PaymentNet processes in a user-friendly format; versions for program 
administrators and cardholders are provided. 

● Help files: Context-sensitive help files address common questions and technical 
features and can be viewed at any time and from any page in PaymentNet. 

● Import file templates: Your program administrator can leverage several Excel 
templates to assist you in importing data such as your chart of accounts or hierarchy 
changes. 

● Product release notes: When we update or enhance our products, we keep you 
informed about these modifications through detailed release notes. 

J.P. Morgan can also offer marketing sheets and product brochures to help the State promote 
and manage your program. Our wide range of reference materials can significantly reduce 
your program administrator’s workload by providing immediate answers to questions posed 
by infrequent PaymentNet users and serving as a starting point for self-directed “refresher” 
training for any user or group. 

Making certain that our clients have the education, information and support necessary to 
maximize your commercial card programs is a primary focus for J.P. Morgan, and we look 
forward to consulting with the State to implement a training plan that will achieve your unique 
objectives. 

12.  The awarded Firm will be responsible for providing help desk operations to support the new 
Delaware Procurement Card Program. The implementation will have an impact on the demand 
for and delivery of help desk services. The Firm will be responsible for providing help desk 
operations to support the State. Describe the following: 

a.  Coordination of the State help desk with training activities; 

Because the State is a current J.P. Morgan client, it is unlikely that your help desk will 
require any further training on PaymentNet. However, the State can request webinar 
training sessions for your organization by simply contacting your relationship 
manager or a program coordinator.  

b.  Recommended help desk software tools; 

PaymentNet is a fully hosted online solution that requires no client-side software and 
is accessible from virtually any secure Internet browser; therefore, there are no 
software tools required to access our solution. 

c.  Training to be provided to the State help desk agents; 

The State can request webinar training sessions for your organization by simply 
contacting your relationship manager or a program coordinator. Our experienced 
training team will assess your specific requirements and will then create a session 
that meets your needs. 

d.  Suggested escalation procedures; 

Please refer to Appendix 16 for our Escalation Process. 
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e.  Interim staffing for peak help desk demand periods and transition to a permanent 
arrangement; and 

Because the State has an existing commercial card program with J.P. Morgan, it is 
unlikely that your help desk would require any additional training. It is important to 
note that our customer service representatives are available to the State 24 hours a 
day, 7 days a week and 365 days a year to answer questions and resolve issues. 
Our specialists are dedicated solely to commercial card and do not handle any other 
bank products. 

f.  Development of a help desk knowledge base. 

The State can request webinar training sessions for your organization by simply 
contacting your relationship manager or a program coordinator. Our experienced 
training team will assess your specific requirements and will then create a session 
that meets your needs. 

F. Pricing 

1.  Settlement and Billing System 

a.  Describe the Firm’s basic system for billing. Examples and samples are encouraged. 

J.P. Morgan offers central billing and payment for purchasing card and single-use 
account programs. Under this structure, the State’s accounting department will 
receive a central invoice and make one payment to J.P. Morgan. Individual 
cardholders can receive online statements that contain transaction details but show a 
zero payment due on the individual account. 

 

b.  Discuss the Firm’s adaptability of its system to organization requests for changes, such 
as additional data elements, characters, or control numbers. 

Responsiveness to client requirements is of paramount importance to J.P. Morgan. 
We analyze each client request, including an assessment of implementation 
requirements and timeframes. Although prioritization and deployment may be 
dependent on various factors, we are committed to finding solutions for clients in the 
most expedient manner possible.  

Because PaymentNet was developed and is maintained in house, we have full 
control over the enhancement process. 

c.  Provide an example of a cardholder billing statement format and displayed information. 

. 

d.  Who has the ability to view and download cardholder billing statements? 

Cardholders and Program Administrators can view and download statements online 
through PaymentNet. Cardholder access to the online statement and payment 
feature is granted by the State’s program administrators.  

e.  What are the available options to add other recipients/parent organizations? 

Cardholder access to the online statement and payment feature is granted by the 
State’s program administrators. Other users, such as Agency Coordinators or 
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Program Administrators, can also be granted access to see cardholder statements 
that would be within their area of responsibility. 

f.  What billing cycles are available? 

The State utilizes a 30/14 billing and settlement period today. That said, J.P. Morgan 
offers a wide range of billing cycle closing dates, allowing the State to select the date 
that is most appropriate for your calendar. This date can vary for each subsidiary that 
has its own accounting system. Billing runs on a 30-day cycle with payment due 14 
days after the end of the cycle. There are several flexible payment options, with 
shorter payment cycles tied to reduced credit exposure and improved rebates.  

g.  How will the State receive billing statements? Are they available electronically? (Note: 
electronic billing is desired by the State). 

Yes. Users can use PaymentNet to review statements and remit payment online. 
This payment vehicle also debits directly from approved checking or savings 
accounts.  

Reissuing Statements 
If users need statements reissued, they can access PaymentNet (for a rolling 24-
month period), where they will remain until purged by the State. There are no fees 
associated with this service. J.P. Morgan’s customer service team can also assist 
with statement requests. 

Statement Reports 
PaymentNet can also generate several standard reports that contain all transactions 
made during a billing cycle: 

● Statement of Account: This report provides a listing of previous cycle 
transaction information as well as accounting code allocations, transaction 
notes, custom fields and transaction addendum detail when available. 

● Transaction Summary by Hierarchy: This report provides summary 
information on spend by hierarchy and cardholders within a defined 
cycle/period. It includes the dollar amount and the total number of debits and 
credits and the aggregate total of all debit and credit transactions and dollars. 

Reports can be scheduled to run on a recurring basis or on demand. Note 
that transaction reports are not official bank billing statements and cannot be 
used for remittance purpose 

h.  What are the payment terms from “statement date”? 

Standard purchasing card and SUA payment is due 14 days from the statement date. 
Early payment may result in a higher rebate.  

Please refer to the financial proposal for the payment options that are available to the 
State.  
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i.  How soon after the billing cycle ends are statements available? Can statements be 
available electronically the morning following the billing cycle end date? 

Statements are available online in PaymentNet within two days after your billing cycle 
closes. 

j.  Is the Firm able to provide a monthly invoice for all statewide charges and credits 
transacted in the statement period? If so, in what format is this information available? 

Yes. Statement information is collected and stored by the processor during each 
billing cycle. On each billing date, as chosen by the State, an account statement is 
generated by the processor. The statement, or data reflected on the statement, is 
then available to the State either online in PaymentNet. The statement information 
provides the user with a record of specific, detailed information regarding the 
account, as well as activity posted to the account during the billing period.  

Information provided on the statement includes data pertaining to credit limit, 
previous and new balances as well as a listing of charges, payments, and other debit 
or credit adjustments.  

k.  Is the Firm able to provide a detailed electronic report of all statewide transactions to 
support the summary invoice, available the first morning following the end of the billing 
period? If so, in what format is this information available? 

Yes. PaymentNet can generate several standard reports that contain all transactions 
made during a billing cycle: 

● Statement of Account: This report provides a listing of previous cycle 
transaction information as well as accounting code allocations, transaction 
notes, custom fields and transaction addendum detail when available. 

● Transaction Summary by Hierarchy: This report provides summary 
information on spend by hierarchy and cardholders within a defined 
cycle/period. It includes the dollar amount and the total number of debits and 
credits and the aggregate total of all debit and credit transactions and dollars. 

Statements are available online in PaymentNet within two days after your billing cycle 
closes though other reporting is available the morning after a cycle ends. 

Users can schedule a certain day to run reports or may run them manually on 
demand. Reports can be viewed online at any time and downloaded in PDF, Excel or 
CSV format. PaymentNet also allows users to request an email notification when a 
report is ready to be downloaded or viewed.  

l.  By what payment methods (ACH/Wire/Check) will the Firm accept monthly payments by 
the State? 

  
Payment options are driven by the billing and payment setup rather than program 
type. Please note that ACH payments must be formatted according to Commercial 
Card’s specifications to provide for timely and accurate processing. 

Programs that are setup to consolidate billing on one or more central bill accounts 
can also take advantage of the following payment options: 
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Central Bill/Central Pay 
● ACH CCD: The Cash Concentration and Disbursement (CCD) payment type 

is used when initiating payments from a corporate or business deposit 
account. This option is for a single ACH payment made to a single account— 
typically a central bill account. 

● ACH CCD+: CCD+ signifies that a CCD has a single addendum record. This 
option is for a single ACH payment made to a single account, typically a 
central bill account. 

● ACH-CTX: A Corporate Trade Exchange (CTX) payment is typically used 
when a company makes payments to programs with multiple accounts. CTX 
is the ACH payment type and it contains an EDI 820 transaction set in the 
addenda records. It is commonly referred to as a CTX 820, or a Financial 
EDI payment. ACH CTX sends one lump sum payment to be allocated to one 
or more centrally billed accounts with funds and remittance detail provided 
together. 

● Online: Users with authority granted by their program administrator may use 
PaymentNet to make payments on their account. Payments can be 
scheduled on a recurring basis or can be created as-needed. You can also 
setup a payment instruction for an individually billed or central bill account. 
The payment generates an ACH transaction to withdraw funds from the 
designated DDA account. 

2.  Rebate Schedule 

a.  Provide a rebate schedule for card activity at various usage levels up to $500 million. 
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b.  Describe any other factors, such as average transaction size, file turn, etc., that affect 
the rebate amount. 

Please refer to question 2.a. above. 

While not a direct factor in rebate calculation, we do monitor Spend per Card as an 
important measure of the expenses associated with your card programs. To illustrate, 
imagine a card program that spends $1 million annually using only one card vs. a 
program that spends $1 million dollars annually using 10,000 cards. The latter would 
be vastly more expensive to the bank while generating the same revenue as the 
more efficient program. 
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To that end, we have crafted our financial proposal with the expectation that the 
State will not materially reduce the efficiency of its card programs and have included 
the bullet below to our Terms & Conditions:  

c.  Describe how speed of payment is calculated. 

File Turn is calculated as the Average Balance divided by Total Charge Volume 
multiplied by the number of days in the period. 

d.  Identify any exceptions to the rebate schedule (i.e. large dollar items, etc.) Specifically 
define what constitutes a “large dollar” item. 

Please see our response to item 2.a. above for a discussion of Large Ticket. 

Categories that do not qualify as spend for rebate purposes include the following: 

● Annual fees, finance charges and other fees or charges posted to accounts 
(e.g., late fees, returned check fees, cash advance fees, collection costs and 
administrative fees) 

● Convenience checks, cash advance transactions and fees 

● Fraudulent charges reported to a lost or stolen card or unauthorized charges 
posted to accounts 

Large-ticket interchange (LTI) is a discount (preferential pricing) given to suppliers for 
processing certain transactions. These discounts are given only for larger 
transactions, if the supplier passes level III enhanced detail. Discounted fees for 
large-ticket transactions encourage suppliers to accept credit cards for larger 
purchases. This gives the State the ability to expand your purchasing card and 
single-use account programs and to streamline your purchasing processes. 

A merchant benefits from LTI pricing if the transaction exceeds a ‘break-even’ point 
(dollar amount). A merchant’s acquiring bank determines whether to submit a 
transaction for LTI rates. The only accurate way to determine if your vendors are 
receiving a discounted LTI rate is to contact them directly. 

Visa 
Visa’s LTI program has the following specifications: 

● Merchants are required to pass level II and level III (line-item detail) 
enhanced data. 

● The program applies to U.S. large-ticket purchases only. 

● The break-even point is roughly $7,755. At this point, the marginal cost of 
interchange under LTI lowers as the transaction size increases (relative to 
standard Level III rates). 
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Mastercard 
Mastercard’s LTI requirements vary slightly based on merchant location. 

Merchants within the United States 

● The transaction can be conducted within any Mastercard commercial card 
program. 

● The transaction must be submitted with a merchant category code (MCC) 
other than airline, vehicle rental, passenger railway or restaurant. 

● Commercial large-ticket addendum data requirements (level III) must be 
satisfied. 

● Each transaction amount must be more than $7,255.01. 

Merchants Outside the United States 

● The transaction must be conducted on a Mastercard purchasing card or fleet 
card. 

● The transaction must be submitted with an MCC other than airline, lodging, 
vehicle rental, passenger railway or restaurant. 

● Inter-regional commercial purchasing large-ticket addendum data 
requirements must be satisfied. 

Please also refer to Tab E, Attachment 4 to evaluate our schedule of fees for other 
integrated payables services. 

e.  Address additional proposed incentives to include signing bonuses. 

f. Will the same rebate schedule apply for purchasing card and virtual card payments? 

Yes. 

3.  Fees to the State 

a.  Identify all fees/charges that would apply to international transactions. 

International transactions incur  that originates at Visa/MasterCard and is 
passed through by J.P. Morgan. 

b.  Are there any fees associated with cash advances? 

 

c.  Is there a cost to send monthly paper statements to individual cardholders? 

No. However, it is a best practice to utilize online statements via PaymentNet. 
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d.  Identify all fees and charges for the ePayables solution including payment by 
purchasing card, check and ACH, that the State would be responsible for paying in an 
ePayables environment. 

e.  Is your Firm willing to offer any upfront or one-time transition or retention incentives? 

f.  For how long will the Firm guarantee the proposed fees/rebate? 

g.  Provide all purchase, licensing, and maintenance costs. If software must be licensed 
per workstation, show each workstation license cost. Note if any site license/master 
license program is available. Please provide a copy of this proposed license agreement. 
If there is a software maintenance agreement, please provide a copy of this proposed 
agreement. Indicate support capabilities and availability; indicate whether upgrades and 
to what degree (i.e., full vs. incremental) are included in the maintenance agreement. 

PaymentNet is a proprietary J.P. Morgan system, and does not require any licensing 
or maintenance costs. PaymentNet is designed, developed and supported in-house 
by J.P. Morgan.  

Technical Support 
The Client Application Support (CAS) team is your first level of help desk technical 
support. Available from 7:00 a.m. to 6:00 p.m. CT Monday through Friday with on-call 
emergency support available 24 hours per day, seven days per week, this 
knowledgeable team can resolve most concerns within the first call. The CAS team 
will assist the State in addressing program-specific software functionality issues, 
including: 

● System error messages 

● System outages 

● System slowness 

● Inability to access modules 

● Actual results that are different than expected results 
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● Defect and incident updates 

● Association (Mastercard/Visa) issues 

Our approximately 30 CAS employees are located in Elgin, IL and Columbus, OH. 
They can be reached directly by the State or through one of our internal business 
partners such as your J.P. Morgan relationship manager. Regardless of who initiated 
the request, the CAS team will speak directly with the State and will inform your 
relationship manager of issue resolution. 

System Upgrades 
Because PaymentNet is housed online and wholly owned by J.P. Morgan, updates 
and enhancements are taken care of behind the scenes, saving your organization the 
time and money associated with software maintenance. 

System updates are made simultaneously to our clients. Approximately 60 days prior 
to updates, the State will receive a notice regarding upcoming enhancements. A 
message will also be posted directly on the PaymentNet Welcome page. Importantly, 
because PaymentNet is Internet based, there is no need to deal with time-consuming 
software— upgrades are made on our server, so users receive updates 
simultaneously, with minimal or no additional effort on your part.  

G. Disaster Recovery 

1.  Are there any disaster recovery plans specific to this component that are not outlined in the 
Disaster Recovery plan requested in Section V.A. Tab K? 

The firm’s business resiliency planning for general banking services is fully covered in the 
information provided  
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Attachment 1-D: Stored Value Card Questionnaire 

J.P. Morgan respectfully declines to submit a proposal for stored value card services. 
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Attachment 1-E: Check Printing Questionnaire 

A. Key Personnel & Customer Service 

1.  Provide biographical information on the individuals who will work with the State on a regular 
basis. Please include the following information: 

a.  Proposed role with regard to OST’s account; 

b.  Biographical information; 

c.  Location; 

d.  Experience working with other government entities; 

e.  Number of years of experience in this field; 

f.  Number of years with Firm; and 

g.  Number of accounts the person is responsible for. 
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2.  Provide an organizational chart that includes these individuals. 

 

Figure 73 

 

3.  Customer Service 

a.  For routine day-to-day transactions, will a specific customer service representative or a 
customer service department be assigned? Provide biographical information for this 
individual(s) that will be assigned to this account. 

The State has been assigned a dedicated Client Service Professional, , 
to handle your day-to-day inquiries.  

 

b.  Describe the responsibilities of the customer service personnel, including the chain of 
command for problem resolution. 

The State’s Client Service Professionals (CSP) have the primary responsibility for all 
day to day aspects of your treasury management relationship such as inquiries, 
research and maintenance related to accounts and services. They will also have 
authority to engage all levels of Commercial Banking management and escalate 
issues as appropriate. Client Service has a detailed matrix of contacts and escalation 
procedures to expedite resolution for each service provided to you. These 
procedures also include internal service standards to make sure other J.P. Morgan 
groups are providing timely responses. Finally, Client Service works closely with your 
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full relationship team to be sure that everyone supporting you is informed of your 
relationship activity. 

c.  What are the hours of operation of the customer service unit involved in supporting the 
State? 

Our CSPs are available during standard business hours within each time zone. In 
addition, our Commercial Banking Service Center offers extended hours of operation 
from 8:00 a.m. to 8:00 p.m. ET, Monday through Friday. 

d.  If a State employee needs assistance after business hours, what support is available? 

The Commercial Banking Service Center is staffed with CSPs who can help with 
routine requests after normal business hours until 8:00 p.m. ET Monday through 
Friday. Our Transmissions team provides support for clients initiating file transfer or 
receiving reporting via Direct Transmissions to J.P. Morgan. Staff is available to 
assist Transmissions clients from 8:00 a.m. to 3:00 a.m. ET Monday through Friday. 
Weekend on call hours are between 12:00 p.m. ET Saturday and 8:00 p.m. ET 
Sunday. 

B. Check Printing Services 

1.  Describe the Firm’s experience in providing check-printing services. 

J.P. Morgan’s Check Print service provides the State with a comprehensive print-to-mail 
solution for processing large volumes of checks. We have offered check print and dispatch 
services for more than 20 years. Designed to help you lower operating costs, our service 
removes the State’s need to maintain printing equipment and unnecessary overhead 
associated with printing checks or remittances advices. 

J.P. Morgan offers two check print services with similar functionality, but differences that may 
make one service more cost effective than another depending on the State or Agency’s 

volumes and requirements. Rather than a one-size-fits-all approach, we will work with the 
State and each Agency during implementation to determine which service would be best for 
the specific check print purpose.  
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Figure 74 

 

2.  How will the State transmit check payment information to the bank? 

The State can submit check print instruction files via: 

● Direct transmission 

● Web file upload or check direct entry through Access Online  

3.  Are there any file size limits for check printing files? If so, what is are they? 

4.  What is your Firm’s cut-off time for receiving files for vendor checks to be printed on the next 
business day? 
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5.  What is the cut-off date and time for receiving files for payroll checks and statements for mailing 
of checks/paystubs on Friday? 

We recommend next-day print for payroll checks. The cutoff date and time depends on the 
check print service selected, as noted above in question 4. 

6.  Where will checks be printed? 

J.P. Morgan has two redundant regional check printing facilities, and will consult with the 
State during the implementation process to determine which facility would best match your 
mail distribution requirements.  

 

7.  Can a printed check be returned? How long does it take? 

Checks can be mailed to the State for distribution. Checks can be delivered to the State via 
Federal Express or UPS. Checks will be forwarded to the State the same day they are 
printed. 

8.  What controls does your Firm employ to assure safety of customer data transmitted, check 
stock, and safeguarding of the checks before they are mailed? 

Transmission controls described in Attachment 1: Vendor Questionnaire, section G. Control 
and in the TSS Connectivity Services guide in Appendix 5. 

Checks are printed onto blank stock, so there can be no tampering or loss of pre-printed 
stock. J.P. Morgan’s selected stock for check printing includes the following security features: 
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J.P. Morgan maintains secured, monitored physical access to facilities and processing areas. 
Access and dual control is in place for all negotiable checks. 

9.  Describe the process that your Firm would use to verify that all records have been received and 
processed. 

Through our automated Check Print file transmission process, a control record is provided at 
the end of file tallying the total number of records within the file, including control records. The 
total number of records is required on the file trailer to ensure that our Check Print Operations 
has received the entire file successfully via the file transfer process. Within our check print 
operations, they use an Automated Document factory to track and account for each item 
received and processed. 

10.  Describe in detail the type of printers and the technology that would be used to print the payroll 
statements and checks? What security features does the equipment have? 
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11.  What quality controls are in place to prevent errors in printing? 

Upon processing of each file, check print outsourcing clients receive both an 
acknowledgement (confirmation) report and an error report indicating items that may have 
rejected due to failing the edit. J.P. Morgan can also provide check register information for 
each file delivered to the bank. 

If an error is detected in a sent transaction, J.P. Morgan will reject the transaction, notifying 
the State via acknowledgment. 

Control Total verification will include the total amount of the file and the total number of 
transactions. If the Control Totals do not match the File Totals, or Control Totals are not 
received when they are expected, the discrepancy will be reported to the State’s contact. 

Discrepancies must be resolved before the bank will process the file. 

In addition, each check print file will be validated for the following: file name, creation date is 
greater than last transmission, sequence is one greater than the last cycle, batch and file 
totals in proof and validated division number. Additional validation for duplicate check 
numbers and valid address is performed when the check print file is processed. 
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Errors are listed in four categories, and the State is emailed an error report with the following 
information. The State will receive a document that identifies each category in detail. This 
report can also be sent via transmission. 

● W: Warning error, but check is processed. 

● E: Check is rejected, but batch is processed. 

● B: Entire batch is rejected. 

● F: Fatal errors halt processing and must be resolved before process can continue. 

12.  What are the hours of your Firm’s printing operation? 

13.  Describe in detail any quality improvement program that your Firm has in place. Provide 
statistics or other regularly available performance data related to the level of service quality and 
any other data that demonstrates your commitment to quality improvement. 
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C. New Services & Ideas 

1.  Describe any new services or ideas that will enhance the State’s use of a check printing 
services. 
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2.  Provide any additional information your Firm believes to be pertinent to your ability to provide 
this service but not specifically requested elsewhere in this RFP. 

J.P. Morgan offers two varieties of Check Print Services, and we recommend the State and 
each of its agencies use whichever of these solutions best meets your specific needs. 

D. Implementation / Conversion 

1.  Provide a detailed conversion plan for transitioning the State’s current process of check printing 
to your Firm. Include the estimated length of time for the transition and the amount of effort 
required by the OST’s staff. 

 
 Note that the time and effort required by certain tasks for the check print 

implementation may be reduced or eliminated where we already have completed such tasks 
to support the lockbox services or other services provided to the State. 
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2.  Based on the State’s implementation expectations provided in Section II. Background, how 
would your Firm work with the individual State agencies to transition this service to your Firm? 

For each agency implementing our solution for Check Print Services, your implementation 
manager, , will engage additional J.P. Morgan resources such as your 
relationship team, our industry solutions experts and others, to collaborate with you and the 
agency to validate the solutions requested. Once the solution has been scoped, he will 
establish timelines for implementation and coordinate with the necessary teams across your 
organization and J.P. Morgan to complete the setup. 

 

3.  Who will be responsible for coordinating the transition? If a conversion team is used, how will 
the State’s account be transitioned to the ongoing client service team? 

An implementation project manager, , has been assigned to serve as the 
State’s primary point of contact throughout the process.  is responsible to coordinate 
the hand-off to your dedicated CSP.  

4.  How are implementation managers or implementation teams assigned (i.e. availability, 
geographically, complexity of the transition)? 

The Government Banking implementation team operates out of several locations throughout 
the U.S. Assignment is generally determined by deal capacity at the time the business is 
awarded; however, we try to assign someone in close proximity to the client whenever 
possible. The Senior Implementation Project Manager assigned to this request, regardless of 
office location, would be able to support a complex onboarding. 

5.  Indicate the Firm’s plans for initial and ongoing education and training of OST and State agency 
employees in the use of your Firm’s systems. 

We offer the State a variety of methods for training without any cost to you, such as webinars, 
phone and short step-by-step prerecorded videos. 

The following resources are available: 

● Online Resources: Available on Access Online’s Support via the Education tab. 

Resources include online help articles, FAQs, guides and a range of live and pre-
recorded webinar offerings on how the State can use the Access Online products 
and services. 

● Webinar Training: Instructor-led sessions are available on many of our products 
including Receivables Online and Remote Deposit Capture. For Access Online, we 
have webinars for each of our products in the Access Online family. Each webinar 
lasts between 15-90 minutes. Webinar registration is available via Access Online’s 

Support/Education page.  

● 
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6.  Identify potential issues and risks to the State’s implementation of check printing services. 
Identify the appropriate steps to avoid or mitigate these risks. 

7.  Describe the post implementation support that will be provided for the State. Include the 
philosophy and approach to providing the technical and functional post implementation support 
requested and identify the resources it would make available to the State to provide this 
support. 

The support provided by the bank does not end once we have implemented your account. 
We believe continued support is critical to our overall account relationship.  

Post-go-live, the Implementations team continues to provide support for approximately 30 
days and coordinates the transition to Client Service for day-to-day involvement in issue 
resolution. Your dedicated client service professional, , will participate in the 
implementation process to become familiar with the State’s new requirements. As such,  

and his backup will be prepared to provide ongoing support to address your expectations. 

Production support is provided prior to the project’s closure, including turnover of 
documentation and providing proper J.P. Morgan contact information for assistance regarding 
transmission-related services from our Technical Support teams. 

E. Pricing 

1.  What are the estimated costs associated with the State outsourcing their check printing? Be 
sure to include any one-time setup fees. 

 

2.  Complete the pro forma provided in Attachment 4. 
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F. Disaster Recovery 

1.  Are there any disaster recovery plans specific to this component that are not outlined in the 
Disaster Recovery plan requested in Section V.A. Tab K? 

The firm’s business resiliency planning for check printing services is fully covered in the 
information provided i  

2.  How quickly can check printing resume in a disaster recovery situation? 

J.P. Morgan’s exercises commercially reasonable efforts to ensure that the firm meets our 
obligations to you and to all of our clients. The firm’s resiliency program provides 
comprehensive business impact analysis, risk assessment, resiliency planning and testing to 
ensure we can manage our risk and our clients’ risk within a reasonable time period.  

J.P. Morgan has two redundant regional check printing facilities, minimizing downtime in the 
event of a disaster situation. 
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Tab C: Requirements Matrix 

Complete and return the attached Requirements Matrix in Attachment 2. 
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b 
fo

r 
cl

ie
nt

s.
 I

n 
th

is
 b

us
in

es
s,

 
w

hi
le

 y
ou

 m
ak

e 
la

rg
e 

in
it

ia
l i

nv
es

tm
en

ts
 

in
 o

rd
er

 to
 g

ro
w

, w
he

n 
yo

u 
ga

in
 c

lie
nt

s,
 

th
ey

 u
su

al
ly

 s
ti

ck
 w

it
h 

yo
u 

fo
r 

a 
lo

ng
 ti

m
e.

 

• 
O

ve
r 

ti
m

e,
 w

e 
do

 e
xp

ec
t t

o 
ex

pa
nd

 o
ur

 
C

or
po

ra
te

 &
 I

nv
es

tm
en

t B
an

k 
in

to
 n

ew
 

co
un

tr
ie

s,
 w

hi
ch

 w
ill

 b
en

efi
t a

ll 
th

e 
bu

si
-

ne
ss

es
 w

it
hi

n 
th

is
 f

ra
nc

hi
se

.

Co
m

m
er

ci
al

 B
an

ki
ng

• 
T

hi
s 

pa
st

 y
ea

r, 
C

om
m

er
ci

al
 B

an
ki

ng
 h

as
 

co
m

pl
et

ed
 it

s 
ex

pa
ns

io
n 

in
to

 th
e 

to
p 

50
 

m
ar

ke
ts

 in
 th

e 
U

ni
te

d 
St

at
es

 –
 th

is
 w

ill
 

dr
iv

e 
gr

ow
th

 f
or

 d
ec

ad
es

. A
nd

 r
em

em
be

r, 
w

he
n 

C
om

m
er

ci
al

 B
an

ki
ng

 o
pe

ns
 it

s 
do

or
s,

 it
 a

ls
o 

he
lp

s 
dr

iv
e 

th
e 

gr
ow

th
 o

f 
 

ou
r 

Pr
iv

at
e 

B
an

k 
an

d 
th

e 
C

or
po

ra
te

 &
 

In
ve

st
m

en
t B

an
k 

bu
si

ne
ss

es
. 

• 
C

om
m

er
ci

al
 B

an
ki

ng
 h

as
 a

dd
ed

 m
an

y 
sp

ec
ia

liz
ed

 in
du

st
ry

 b
an

ke
rs

 to
 b

et
te

r 
se

rv
e 

th
os

e 
sp

ec
ifi

c 
se

gm
en

ts
. 
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As
se

t &
 W

ea
lt

h 
M

an
ag

em
en

t

• 
In

 th
e 

U
ni

te
d 

St
at

es
, o

ur
 s

ha
re

 o
f 

th
e 

ul
tr

a-
hi

gh
-n

et
-w

or
th

 m
ar

ke
t (

$1
0 

m
ill

io
n 

or
 g

re
at

er
) i

s 
8%

. W
e 

be
lie

ve
 w

e 
ha

ve
 a

 
su

pe
ri

or
 b

us
in

es
s 

an
d 

th
at

 w
e 

ca
n 

gr
ow

 
ou

r 
sh

ar
e 

by
 e

ss
en

ti
al

ly
 a

dd
in

g 
ba

nk
er

s,
 

br
an

ch
es

 a
nd

 b
et

te
r 

pr
od

uc
ts

.

• 
In

 th
e 

hi
gh

-n
et

-w
or

th
 b

us
in

es
s 

($
3 

m
ill

io
n 

to
 $

10
 m

ill
io

n)
 a

nd
 th

e 
C

ha
se

 a
ffl

ue
nt

 
bu

si
ne

ss
 ($

50
0,

00
0 

to
 $

5 
m

ill
io

n)
, o

ur
 

m
ar

ke
t s

ha
re

s 
ar

e 
on

ly
 1

%
 a

nd
 4

%
, r

es
pe

c-
ti

ve
ly

. W
e 

ha
ve

 n
o 

do
ub

t t
ha

t w
e 

ca
n 

gr
ow

 
by

 a
dd

in
g 

ba
nk

er
s 

an
d 

lo
ca

ti
on

s,
 p

ar
ti

cu
-

la
rl

y 
be

ca
us

e 
w

e 
ha

ve
 s

om
e 

ex
ci

ti
ng

 n
ew

 
pr

od
uc

ts
 c

om
in

g 
so

on
. T

he
re

 is
 n

o 
re

as
on

 
w

e 
ca

n’
t m

or
e 

th
an

 d
ou

bl
e 

ou
r 

sh
ar

e 
ov

er
 

th
e 

ne
xt

 1
0 

ye
ar

s.

• 
W

e 
ar

e 
al

so
 a

dd
in

g 
n

ew
 p

ro
du

ct
s,

 li
ke

 
in

de
x 

fu
n

ds
 a

n
d 

ex
ch

an
ge

-t
ra

de
d 

fu
n

ds
 

(E
T

F)
, t

ha
t 

w
e 

be
lie

ve
 w

ill
 h

el
p 

dr
iv

e 
gr

ow
th

.

Ac
ro

ss
 th

e 
co

m
pa

ny

In
 a

dd
it

io
n,

 w
e 

ar
e 

un
de

rt
ak

in
g 

m
an

y 
in

it
ia

ti
ve

s 
ac

ro
ss

 th
e 

co
m

pa
ny

 th
at

 w
ill

 h
el

p 
gr

ow
 o

ur
 b

us
in

es
se

s 
an

d 
be

tt
er

 s
er

ve
 o

ur
 

cu
st

om
er

s.
 

• 
O

n 
th

e 
pa

ym
en

ts
 f

ro
nt

, w
e 

ha
ve

 d
ev

el
-

op
ed

 m
ul

ti
pl

e 
pr

od
uc

ts
 to

 m
ak

e 
w

ho
le

sa
le

 
pa

ym
en

ts
 b

et
te

r, 
ea

si
er

 a
nd

 f
as

te
r. 

W
e 

ar
e 

ro
lli

ng
 o

ut
 th

es
e 

pr
od

uc
ts

 a
cr

os
s 

ou
r 

pl
at

fo
rm

s,
 a

nd
 th

ey
 s

ho
ul

d 
he

lp
 u

s 
so

lid
if

y 
an

d 
gr

ow
 o

ur
 p

os
it

io
n.

 

• 
O

n 
th

e 
co

n
su

m
er

 s
id

e,
 w

e 
ha

ve
 in

tr
o-

du
ce

d 
C

ha
se

 P
ay

, t
he

 d
ig

it
al

 e
qu

iv
al

en
t 

 
to

 u
si

n
g 

a 
de

bi
t 

or
 c

re
di

t 
ca

rd
, w

hi
ch

 
al

lo
w

s 
cu

st
om

er
s 

to
 p

ay
 o

n
lin

e 
or

 in
-s

to
re

 
w

it
h 

th
ei

r 
m

ob
ile

 p
ho

n
e.

 W
e 

al
so

 in
tr

o-
du

ce
d 

Z
el

le
, a

 r
ea

l-t
im

e 
co

n
su

m
er

-t
o-

 
co

n
su

m
er

 p
ay

m
en

ts
 s

ys
te

m
, w

hi
ch

 
al

lo
w

s 
cu

st
om

er
s 

to
 e

as
ily

, s
af

el
y 

an
d 

im
m

ed
ia

te
ly

 s
en

d 
m

on
ey

 t
o 

th
ei

r 
fr

ie
n

ds
 

an
d 

fa
m

ily
. W

e 
ex

pe
ct

 t
he

se
 p

ro
du

ct
s 

 
to

 d
ri

ve
 lo

ts
 o

f 
cu

st
om

er
 in

te
ra

ct
io

n
s 

 
an

d 
m

ak
e 

ou
r 

pa
ym

en
ts

 o
ff

er
in

gs
 

co
m

pe
lli

n
g,

 e
ve

n
 a

s 
so

m
e 

ve
ry

 s
m

ar
t 

fi
n

te
ch

 c
om

pe
ti

to
rs

 e
m

er
ge

.

• 
A

cr
os

s 
th

e 
co

m
pa

ny
 –

 n
ot

 ju
st

 in
 te

ch
-

no
lo

gy
 –

 w
e 

ha
ve

 th
ou

sa
nd

s 
of

 e
m

pl
oy

ee
s 

w
ho

 a
re

 d
at

a 
sc

ie
nt

is
ts

 o
r 

ha
ve

 a
dv

an
ce

d 
de

gr
ee

s 
in

 s
ci

en
ce

, t
ec

hn
ol

og
y,

 e
ng

i-
ne

er
in

g 
an

d 
m

at
h.

 O
f 

th
e 

ne
ar

ly
 5

0,
00

0 
pe

op
le

 in
 te

ch
no

lo
gy

 a
t t

he
 c

om
pa

ny
, 

m
or

e 
th

an
 3

1,
00

0 
ar

e 
in

 d
ev

el
op

m
en

t a
nd

 
en

gi
ne

er
in

g 
jo

bs
, a

nd
 m

or
e 

th
an

 2
,5

00
 

ar
e 

in
 d

ig
it

al
 te

ch
no

lo
gy

. T
hi

nk
 o

f 
th

es
e 

ta
le

nt
ed

 in
di

vi
du

al
s 

as
 d

ri
vi

ng
 c

ha
ng

e 
ac

ro
ss

 th
e 

co
m

pa
ny

. 

• 
A

rt
ifi

ci
al

 in
te

lli
ge

nc
e,

 b
ig

 d
at

a 
an

d 
m

ac
hi

ne
 

le
ar

ni
ng

 a
re

 h
el

pi
ng

 u
s 

re
du

ce
 r

is
k 

an
d 

fr
au

d,
 u

pg
ra

de
 s

er
vi

ce
, i

m
pr

ov
e 

un
de

r-
w

ri
ti

ng
 a

nd
 e

nh
an

ce
 m

ar
ke

ti
ng

 a
cr

os
s 

th
e 

fi
rm

. A
nd

 th
is

 is
 ju

st
 th

e 
be

gi
nn

in
g.

• 
O

ur
 s

ha
re

d 
te

ch
no

lo
gy

 in
fr

as
tr

uc
tu

re
 

– 
ou

r 
ne

tw
or

ks
, d

at
a 

ce
nt

er
s,

 a
nd

 th
e 

pu
bl

ic
 a

nd
 p

ri
va

te
 c

lo
ud

 –
 d

ec
re

as
es

 c
os

ts
, 

en
ha

nc
es

 e
ffi

ci
en

cy
 a

nd
 m

ak
es

 a
ll 

ou
r 

bu
si

ne
ss

es
 m

or
e 

pr
od

uc
ti

ve
. I

n 
ad

di
ti

on
, 

th
is

 a
llo

w
s 

us
 to

 e
m

br
ac

e 
th

e 
fa

ct
 th

at
 

ev
er

y 
bu

si
ne

ss
 a

nd
 m

er
ch

an
t h

as
 it

s 
ow

n 
so

ft
w

ar
e 

an
d 

al
so

 w
an

ts
 e

as
y,

 in
te

gr
at

ed
 

ac
ce

ss
 to

 o
ur

 p
ro

du
ct

s 
an

d 
se

rv
ic

es
. W

e 
ar

e 
de

liv
er

in
g 

on
 th

at
 th

ro
ug

h 
th

e 
cr

ea
ti

on
 

of
 a

 c
om

m
on

 J
PM

or
ga

n 
C

ha
se

 A
PI

 (a
pp

li-
ca

ti
on

 p
ro

gr
am

m
in

g 
in

te
rf

ac
e)

 s
to

re
 th

at
 

al
lo

w
s 

cu
st

om
er

s 
to

 a
dd

 s
im

pl
e,

 s
ec

ur
e 

pa
ym

en
ts

 to
 th

ei
r 

so
ft

w
ar

e.
 A

nd
 w

e 
ar

e 
bu

ild
in

g 
ev

er
yt

hi
ng

 d
ig

it
al

 –
 b

ot
h 

fo
r 

in
di

-
vi

du
al

 c
us

to
m

er
s 

an
d 

la
rg

e 
co

rp
or

at
io

ns
 –

 
fr

om
 o

nb
oa

rd
in

g 
to

 id
ea

 g
en

er
at

io
n.

• 
In

cr
ea

si
ng

ly
, t

he
 m

an
ag

em
en

t t
ea

m
s 

 
of

 C
on

su
m

er
 &

 C
om

m
un

it
y 

B
an

ki
ng

,  
C

or
po

ra
te

 &
 I

nv
es

tm
en

t B
an

k,
  

C
om

m
er

ci
al

 B
an

ki
ng

 a
nd

 A
ss

et
 &

 W
ea

lt
h 

 
M

an
ag

em
en

t s
ha

re
 id

ea
s,

 s
ha

re
 p

la
tf

or
m

s 
an

d 
se

rv
e 

ea
ch

 o
th

er
’s

 c
us

to
m

er
s.

 T
he

 
su

cc
es

s 
of

 a
ny

 o
ne

 b
us

in
es

s 
al

m
os

t a
lw

ay
s 

he
lp

s 
th

e 
ot

he
r 

th
re

e.
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• 
Pr

iv
ac

y 
an

d 
sa

fe
ty

 –
 w

e 
sp

en
d 

an
 e

no
r-

m
ou

s 
am

ou
nt

 o
f 

re
so

ur
ce

s 
to

 p
ro

te
ct

 
al

l o
f 

ou
r 

cl
ie

nt
s 

an
d 

cu
st

om
er

s 
fr

om
 

fr
au

d,
 c

yb
er

se
cu

ri
ty

 r
is

k 
an

d 
in

va
si

on
 

of
 th

ei
r 

pr
iv

ac
y.

 T
he

se
 c

ap
ab

ili
ti

es
 a

re
 

ex
tr

ao
rd

in
ar

y,
 a

nd
 w

e 
w

ill
 c

on
ti

nu
e 

to
 

re
le

nt
le

ss
ly

 b
ui

ld
 th

em
. A

s 
pa

rt
 o

f 
th

is
, w

e 
ha

ve
 c

on
si

st
en

tl
y 

w
ar

ne
d 

ou
r 

cu
st

om
er

s 
ab

ou
t p

ri
va

cy
 is

su
es

, w
hi

ch
 w

ill
 b

ec
om

e 
in

cr
ea

si
ng

ly
 c

ri
ti

ca
l f

or
 a

ll 
in

du
st

ri
es

 
as

 c
on

su
m

er
s 

re
al

iz
e 

th
e 

se
ve

ri
ty

 o
f 

th
e 

pr
ob

le
m

. L
as

t y
ea

r, 
w

e 
w

ro
te

 a
bo

ut
 

a 
ne

w
 a

rr
an

ge
m

en
t w

it
h 

In
tu

it
 th

at
 

be
ar

s 
re

pe
at

in
g 

– 
it

 b
ri

efl
y 

de
sc

ri
be

d 
th

e 
pr

ob
le

m
 a

nd
 p

re
se

nt
ed

 a
 s

ol
ut

io
n,

 
w

hi
ch

 w
e 

ho
pe

 m
ig

ht
 s

et
 a

 s
ta

nd
ar

d 
fo

r 
pr

ot
ec

ti
ng

 c
us

to
m

er
s 

w
hi

le
 g

iv
in

g 
th

em
 

co
nt

ro
l o

f 
th

ei
r 

da
ta

. 

Fo
r 

ye
ar

s, 
w

e 
ha

ve
 b

ee
n 

de
sc

ri
bi

ng
 t

he
 

ri
sk

s 
– 

to
 b

an
ks

 a
nd

 c
us

to
m

er
s 

– 
th

at
 a

ri
se

 
w

he
n 

cu
st

om
er

s 
fr

ee
ly

 g
iv

e 
aw

ay
 t

he
ir

 
ba

nk
 p

as
sc

od
es

 t
o 

th
ir

d-
pa

rt
y 

se
rv

ic
es

, 
al

lo
w

in
g 

vi
rt

ua
lly

 u
nl

im
it

ed
 a

cc
es

s 
to

 
th

ei
r 

da
ta

. C
us

to
m

er
s 

of
te

n 
do

 n
ot

 k
no

w
 

th
e 

lia
bi

lit
y 

th
is

 m
ay

 c
re

at
e 

fo
r 

th
em

 if
 

th
ei

r 
pa

ss
co

de
 is

 m
is

us
ed

, a
nd

, i
n 

m
an

y 
ca

se
s, 

th
ey

 d
o 

no
t 

re
al

iz
e 

ho
w

 t
he

ir
 d

at
a 

ar
e 

be
in

g 
us

ed
. F

or
 e

xa
m

pl
e,

 a
cc

es
s 

to
 

th
e 

da
ta

 m
ay

 c
on

ti
nu

e 
fo

r 
ye

ar
s 

af
te

r 
cu

st
om

er
s 

ha
ve

 s
to

pp
ed

 u
si

ng
 t

he
 t

hi
rd

-
pa

rt
y 

se
rv

ic
es

. 

W
e 

re
ce

nt
ly

 c
om

pl
et

ed
 a

 n
ew

 
ar

ra
ng

em
en

t 
w

it
h 

In
tu

it
, w

hi
ch

 w
e 

th
in

k 
re

pr
es

en
ts

 a
n 

im
po

rt
an

t 
st

ep
 f

or
w

ar
d.

 
In

 a
dd

it
io

n 
to

 p
ro

te
ct

in
g 

th
e 

ba
nk

, t
he

 
cu

st
om

er
s 

an
d 

ev
en

 t
he

 t
hi

rd
 p

ar
ty

 (i
n 

th
is

 c
as

e,
 I

nt
ui

t)
, i

t 
al

lo
w

s 
cu

st
om

er
s 

to
 

sh
ar

e 
da

ta
 –

 h
ow

 a
nd

 w
he

n 
th

ey
 w

an
t. 

U
nd

er
 t

hi
s 

ar
ra

ng
em

en
t, 

cu
st

om
er

s 
ca

n 
ch

oo
se

 w
ha

te
ve

r 
th

ey
 w

ou
ld

 li
ke

 t
o 

sh
ar

e 
an

d 
op

t 
to

 t
ur

n 
th

es
e 

se
le

ct
io

ns
 o

n 
or

 o
ff

 
as

 t
he

y 
se

e 
fit

. T
he

 d
at

a 
w

ill
 b

e 
“p

us
he

d”
 

to
 I

nt
ui

t, 
el

im
in

at
in

g 
th

e 
ne

ed
 f

or
 s

ha
ri

ng
 

ba
nk

 p
as

sc
od

es
, w

hi
ch

 p
ro

te
ct

s 
th

e 
ba

nk
 

an
d 

ou
r 

cu
st

om
er

s 
an

d 
re

du
ce

s 
po

te
nt

ia
l 

lia
bi

lit
ie

s 
on

 I
nt

ui
t’s

 p
ar

t 
as

 w
el

l. 
W

e 
ar

e 
ho

pi
ng

 t
hi

s 
se

ts
 a

 n
ew

 s
ta

nd
ar

d 
fo

r 
da

ta
-

sh
ar

in
g 

re
la

ti
on

sh
ip

s.
 

Ev
en

ts
 f

ro
m

 th
e 

pa
st

 y
ea

r 
un

de
rs

co
re

 th
e 

im
po

rt
an

ce
 o

f 
eff

or
ts

 li
ke

 th
is

. A
s 

qu
es

ti
on

s 
ar

e 
ra

is
ed

 a
bo

ut
 h

ow
 c

on
su

m
er

s’ 
in

fo
r-

m
at

io
n 

is
 s

ha
re

d 
an

d 
pr

ot
ec

te
d,

 I
 s

tr
on

gl
y 

be
lie

ve
 th

at
 d

at
a 

pr
iv

ac
y 

an
d 

se
cu

ri
ty

 s
ho

ul
d 

be
 a

 w
ay

 in
 w

hi
ch

 w
e 

an
d 

ot
he

r 
bu

si
ne

ss
es

 
co

m
pe

te
 to

 s
er

ve
 c

us
to

m
er

s.

3.
 W

hy
 is

 o
rg

an
ic

 g
ro

w
th

 a
 b

et
te

r 
w

ay
 to

 g
ro

w
 —

 a
nd

 w
hy
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s,
 a

nd
 d

iff
er

en
t i

nv
en

to
ry

 a
nd

 
su

pp
ly

 li
ne

s.
 I

n 
al

l c
as

es
, e

xt
re

m
e 

vo
la

ti
lit

y 
ca

n 
be

 c
re

at
ed

 b
y 

sl
ig

ht
ly

 c
ha

ng
in

g 
fa

ct
or

s.
 

It
 is

 f
un

da
m

en
ta

lly
 th

e 
sa

m
e 

fo
r 

st
oc

ks
, 

bo
nd

s,
 a

nd
 in

te
re

st
 r

at
es

 a
nd

 c
ur

re
nc

ie
s.

 
C

ha
ng

in
g 

ex
pe

ct
at

io
ns

, w
he

th
er

 a
ro

un
d 

in
fl

at
io

n,
 g

ro
w

th
 o

r 
re

ce
ss

io
n 

(y
es

, t
he

re
 w

ill
 

be
 a

no
th

er
 r

ec
es

si
on

 –
 w

e 
ju

st
 d

on
’t 

kn
ow

 
w

he
n)

, s
up

pl
y 

an
d 

de
m

an
d,

 s
en

ti
m

en
t a

nd
 

ot
he

r 
fa

ct
or

s,
 c

an
 c

au
se

 d
ra

st
ic

 v
ol

at
ili

ty
.

O
ne

 s
ce

na
ri

o 
th

at
 w

e 
m

us
t b

e 
pr

ep
ar

ed
 fo

r 
is

 
th

e 
po

ss
ib

ili
ty

 th
at

 th
e 

re
ve

rs
al

 o
f q

ua
nt

it
at

iv
e 

ea
si

ng
 (Q

E)
 b

y 
th

e 
w

or
ld

’s
 c

en
tr

al
 b

an
ks

 —
 in

 a
 

ne
w

 r
eg

ul
at

or
y 

en
vi

ro
nm

en
t —

 w
ill

 b
e 

di
ff

er
en

t 
fr

om
 w

ha
t p

eo
pl

e 
ex

pe
ct

. 

T
he

 U
ni

te
d 

St
at

es
 h

as
 h

ad
 s

ub
pa

r 
ec

on
om

ic
 

gr
ow

th
 o

ve
r 

th
e 

la
st

 e
ig

ht
 y

ea
rs

 (I
 b

el
ie

ve
 th

is
 

is
 d

ue
 to

 a
 lo

t o
f 

po
or

 p
ol

ic
y 

de
ci

si
on

s 
th

at
 I

 
di

sc
us

s 
in

 th
e 

ne
xt

 s
ec

ti
on

), 
as

 w
el

l a
s 

ne
w
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de
m

og
ra

ph
ic

 r
ea

lit
ie

s.
 O

ur
 g

ro
w

th
 c

um
ul

a-
ti

ve
ly

 in
 th

is
 e

xp
an

si
on

 h
as

 b
ee

n 
ab

ou
t 2

0%
, 

w
hi

le
 a

 m
or

e 
no

rm
al

 r
ec

ov
er

y 
w

ou
ld

 h
av

e 
se

en
 g

ro
w

th
 o

f 
ov

er
 4

0%
 b

y 
no

w
. H

ow
ev

er
, 

w
it

h 
re

ce
nt

 r
ef

or
m

s, 
th

e 
si

tu
at

io
n 

m
ay

 b
e 

im
pr

ov
in

g.
 A

s 
in

fla
ti

on
, w

ag
es

 a
nd

 g
ro

w
th

 
se

em
 to

 b
e 

m
od

es
tly

 in
cr

ea
si

ng
, t

he
 F

ed
er

al
 

R
es

er
ve

 h
as

 s
ta

rt
ed

 to
 r

ai
se

 in
te

re
st

 r
at

es
 a

nd
 

re
ve

rs
e 

Q
E.

 I
m

po
rt

an
tly

, a
s 

lo
ng

 a
s 

ra
te

s 
ar

e 
ri

si
ng

 b
ec

au
se

 th
e 

ec
on

om
y 

is
 s

tr
en

gt
he

ni
ng

 
an

d 
in

fla
ti

on
 is

 c
on

ta
in

ed
, i

t i
s 

re
as

on
ab

le
 

to
 e

xp
ec

t t
ha

t t
he

 r
ev

er
sa

l o
f 

Q
E 

w
ill

 n
ot

 b
e 

pa
in

fu
l. 

T
he

 b
en

efi
ts

 o
f 

a 
st

ro
ng

 e
co

no
m

y 
ar

e 
m

or
e 

im
po

rt
an

t t
ha

n 
th

e 
ne

ga
ti

ve
 im

pa
ct

 
fr

om
 m

od
es

t i
nc

re
as

es
 in

 in
te

re
st

 r
at

es
. 

Si
nc

e 
Q

E 
ha

s 
ne

ve
r 

be
en

 d
on

e 
on

 th
is

 s
ca

le
 

an
d 

w
e 

do
n’

t c
om

pl
et

el
y 

kn
ow

 th
e 

m
yr

ia
d 

eff
ec

ts
 it

 h
as

 h
ad

 o
n 

as
se

t p
ri

ce
s,

 c
on

fi
de

nc
e,

 
ca

pi
ta

l e
xp

en
di

tu
re

s 
an

d 
ot

he
r 

fa
ct

or
s,

 w
e 

ca
nn

ot
 p

os
si

bl
y 

kn
ow

 a
ll 

of
 th

e 
eff

ec
ts

 o
f 

it
s 

re
ve

rs
al

. W
e 

ha
ve

 to
 d

ea
l w

it
h 

th
e 

po
ss

ib
ili

ty
 

th
at

 a
t o

ne
 p

oi
nt

, t
he

 F
ed

er
al

 R
es

er
ve

 a
nd

 
ot

he
r 

ce
nt

ra
l b

an
ks

 m
ay

 h
av

e 
to

 ta
ke

 m
or

e 
dr

as
ti

c 
ac

ti
on

 th
an

 th
ey

 c
ur

re
nt

ly
 a

nt
ic

i-
pa

te
 –

 r
ea

ct
in

g 
to

 th
e 

m
ar

ke
ts

, n
ot

 g
ui

di
ng

 
th

e 
m

ar
ke

ts
. A

 s
im

pl
e 

sc
en

ar
io

 u
nd

er
 w

hi
ch

 
th

is
 c

ou
ld

 h
ap

pe
n 

is
 if

 in
fl

at
io

n 
an

d 
w

ag
es

 
gr

ow
 m

or
e 

th
an

 p
eo

pl
e 

ex
pe

ct
. I

 b
el

ie
ve

 th
at

 
m

an
y 

pe
op

le
 u

nd
er

es
ti

m
at

e 
th

e 
po

ss
ib

ili
ty

 
of

 h
ig

he
r 

in
fl

at
io

n 
an

d 
w

ag
es

, w
hi

ch
 m

ea
ns

 
th

ey
 m

ig
ht

 b
e 

un
de

re
st

im
at

in
g 

th
e 

ch
an

ce
 

th
at

 th
e 

Fe
de

ra
l R

es
er

ve
 m

ay
 h

av
e 

to
 r

ai
se

 
ra

te
s 

fa
st

er
 th

an
 w

e 
al

l t
hi

nk
. W

hi
le

 in
 th

e 
pa

st
, i

nt
er

es
t r

at
es

 h
av

e 
be

en
 lo

w
er

 a
nd

 
fo

r 
lo

ng
er

 th
an

 p
eo

pl
e 

ex
pe

ct
ed

, t
he

y 
m

ay
 

go
 h

ig
he

r 
an

d 
fa

st
er

 th
an

 p
eo

pl
e 

ex
pe

ct
. I

f 
th

is
 h

ap
pe

ns
, i

t i
s 

us
ef

ul
 to

 lo
ok

 a
t h

ow
 th

e 
ta

bl
e 

is
 s

et
 –

 w
ha

t a
re

 a
ll 

th
e 

th
in

gs
 th

at
 a

re
 

di
ff

er
en

t o
r 

be
tt

er
 o

r 
w

or
se

 th
an

 d
ur

in
g 

pr
io

r 
cr

is
es

, p
ar

ti
cu

la
rl

y 
th

e 
la

st
 o

ne
 –

 a
nd

 tr
y 

to
 

th
in

k 
th

ro
ug

h 
th

e 
po

ss
ib

le
 e

ff
ec

ts
.

T
he

re
 a

re
 m

an
y 

pl
us

es
 (t

hi
ng

s 
th

at
 a

re
 b

et
te

r 
th

an
 d

ur
in

g 
th

e 
la

st
 c

ri
si

s 
in

 2
00

9)
:

• 
Fa

r 
m

or
e 

ca
pi

ta
l a

nd
 le

ss
 le

ve
ra

ge
 in

 th
e 

ba
nk

in
g 

sy
st

em

• 
Fa

r 
m

or
e 

liq
ui

di
ty

 in
 th

e 
ba

nk
in

g 
sy

st
em

• 
M

or
e 

co
lla

te
ra

l i
n 

th
e 

m
ar

ke
ts

• 
Le

ss
 to

ta
l s

ho
rt

-te
rm

 s
ec

ur
ed

 fi
na

nc
in

g,
 

w
hi

ch
 is

 a
ls

o 
m

or
e 

pr
op

er
ly

 c
ol

la
te

ra
liz

ed

• 
Le

ss
 le

ve
ra

ge
d 

le
nd

in
g

• 
M

on
ey

 m
ar

ke
t f

un
ds

 th
at

 a
re

 f
ar

 s
af

er
 d

ue
 

to
 r

eg
ul

at
or

y 
re

qu
ir

em
en

ts
 a

ro
un

d 
cr

ed
it

 
st

an
da

rd
s 

an
d 

liq
ui

da
ti

on

• 
H

ea
lt

hi
er

 c
on

su
m

er
s 

in
 te

rm
s 

of
 b

ot
h 

em
pl

oy
m

en
t a

nd
 d

is
po

sa
bl

e 
in

co
m

e 
(a

nd
 

th
ei

r 
de

bt
 b

ur
de

n 
is

 s
ti

ll 
m

od
es

t r
el

at
iv

e 
to

 th
ei

r 
di

sp
os

ab
le

 in
co

m
e,

 w
hi

le
 d

eb
t 

se
rv

ic
e 

bu
rd

en
s 

ar
e 

hi
st

or
ic

al
ly

 lo
w

)

• 
T

he
 a

bs
en

ce
 o

f 
m

as
si

ve
 lo

ss
es

 in
 th

e 
m

or
tg

ag
e 

m
ar

ke
ts

. M
or

tg
ag

e 
un

de
rw

ri
ti

ng
 

si
nc

e 
20

09
 h

as
 b

ee
n 

ra
th

er
 p

ri
st

in
e.

 A
nd

 
w

hi
le

 lo
ss

es
 w

ill
 g

o 
up

 in
 a

 r
ec

es
si

on
, i

t 
w

ill
 b

e 
no

th
in

g 
lik

e 
w

ha
t h

ap
pe

ne
d 

in
 th

e 
G

re
at

 R
ec

es
si

on
. I

n 
th

e 
20

09
 c

ri
si

s,
 lo

ss
es

 
to

ta
le

d 
m

or
e 

th
an

 $
1 

tr
ill

io
n.

 T
he

 m
ar

ke
t-

pl
ac

e 
re

al
iz

at
io

n 
th

at
 fi

na
nc

ia
l i

ns
ti

tu
ti

on
s 

an
d 

in
ve

st
or

s 
w

er
e 

go
in

g 
to

 e
xp

er
ie

nc
e 

m
as

si
ve

 lo
ss

es
 is

 a
 p

ri
m

ar
y 

re
as

on
 w

hy
 

th
er

e 
w

as
 a

 d
ev

as
ta

ti
ng

 lo
ss

 o
f 

co
nfi

de
nc

e 
in

 th
e 

fi
na

nc
ia

l s
ys

te
m

.

A
nd

 th
er

e 
ar

e 
so

m
e 

m
od

es
t n

eg
at

iv
es

 o
r 

po
te

nt
ia

lly
 im

po
rt

an
t d

iff
er

en
ce

s 
(t

ha
n 

du
ri

ng
 th

e 
la

st
 c

ri
si

s)
:

• 
Fa

r 
m

or
e 

m
on

ey
 th

an
 b

ef
or

e 
(a

bo
ut

 $
9 

tr
il-

lio
n 

of
 a

ss
et

s,
 w

hi
ch

 r
ep

re
se

nt
s 

ab
ou

t 3
0%

 
of

 to
ta

l m
ut

ua
l f

un
d 

lo
ng

-te
rm

 a
ss

et
s)

 is
 

m
an

ag
ed

 p
as

si
ve

ly
 in

 in
de

x 
fu

nd
s 

or
 E

T
Fs

 
(b

ot
h 

of
 w

hi
ch

 a
re

 v
er

y 
ea

sy
 to

 g
et

 o
ut

 
of

). 
So

m
e 

of
 th

es
e 

fu
nd

s 
pr

ov
id

e 
fa

r 
m

or
e 

liq
ui

di
ty

 to
 th

e 
cu

st
om

er
 th

an
 th

e 
un

de
r-

ly
in

g 
as

se
ts

 in
 th

e 
fu

nd
, a

nd
 it

 is
 r

ea
so

n-
ab

le
 to

 w
or

ry
 a

bo
ut

 w
ha

t w
ou

ld
 h

ap
pe

n 
if

 
th

es
e 

fu
nd

s 
w

en
t i

nt
o 

la
rg

e 
liq

ui
da

ti
on

.
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• 
Ev

en
 m

or
e 

pr
oc

yc
lic

al
it

y 
ha

s 
be

en
 b

ui
lt

 
in

to
 th

e 
sy

st
em

. R
is

k-
w

ei
gh

te
d 

as
se

ts
 w

ill
 

go
 u

p 
as

 w
ill

 c
ol

la
te

ra
l r

eq
ui

re
m

en
ts

 –
 a

nd
 

th
is

 is
 o

n 
to

p 
of

 th
e 

pr
oc

yc
lic

al
it

y 
of

 lo
an

 
lo

ss
 r

es
er

vi
ng

.

• 
M

ar
ke

t m
ak

in
g 

is
 d

ra
m

at
ic

al
ly

 s
m

al
le

r 
th

an
 

in
 th

e 
pa

st
 (e

.g
., 

ag
gr

eg
at

e 
pr

im
ar

y 
de

al
er

 
po

si
ti

on
s 

of
 b

on
ds

 –
 in

cl
ud

in
g 

Tr
ea

su
ry

 
an

d 
ag

en
cy

 s
ec

ur
it

ie
s, 

m
or

tg
ag

e-
ba

ck
ed

 
se

cu
ri

ti
es

 a
nd

 c
or

po
ra

te
s 

– 
av

er
ag

ed
 

$5
30

 b
ill

io
n 

in
 2

00
7 

vs
. a

n 
av

er
ag

e 
of

 
$1

79
 b

ill
io

n 
to

da
y)

. W
hi

le
 in

 th
e 

pa
st

 th
at

 
to

ta
l m

ay
 h

av
e 

be
en

 to
o 

hi
gh

, v
ir

tu
al

ly
 

ev
er

y 
as

se
t m

an
ag

er
 s

ay
s 

to
da

y 
it

 is
 m

uc
h 

ha
rd

er
 to

 b
uy

 a
nd

 s
el

l s
ec

ur
it

ie
s,

 p
ar

ti
cu

-
la

rl
y 

th
e 

le
ss

 li
qu

id
 s

ec
ur

it
ie

s.

• 
Li

qu
id

it
y 

re
qu

ir
em

en
ts

, w
hi

le
 m

uc
h 

hi
gh

er
, n

ow
 h

av
e 

an
 e

le
m

en
t o

f 
ri

gi
di

ty
 

bu
ilt

 in
 th

at
 d

id
 n

ot
 e

xi
st

 b
ef

or
e.

 B
an

ks
 

w
ill

 b
e 

un
ab

le
 to

 u
se

 th
at

 li
qu

id
it

y 
w

he
n 

th
ey

 m
os

t n
ee

d 
to

 d
o 

so
 –

 to
 m

ak
e 

lo
an

s 
or

 in
te

rm
ed

ia
te

 m
ar

ke
ts

. T
he

y 
ha

ve
 a

 “
re

d 
lin

e”
 th

ey
 c

an
no

t c
ro

ss
 (t

he
y 

ar
e 

re
qu

ir
ed

 
to

 m
ai

nt
ai

n 
ha

rd
 a

nd
 f

as
t l

iq
ui

di
ty

 
re

qu
ir

em
en

ts
). 

A
s 

cl
ie

nt
s 

de
m

an
d 

m
or

e 
liq

ui
di

ty
 f

ro
m

 th
ei

r 
ba

nk
s,

 th
e 

ba
nk

s 
es

se
nt

ia
lly

 w
ill

 b
e 

un
ab

le
 to

 p
ro

vi
de

 it
.

• 
T

he
re

 h
as

 b
ee

n
 a

n
 e

xc
es

si
ve

 r
el

ia
n

ce
 o

n 
m

od
el

s 
(w

hi
ch

 I
 s

po
ke

 a
bo

ut
 e

ar
lie

r 
in

 
th

is
 s

ec
ti

on
).

• 
T

he
 c

on
ti

n
uo

us
 p

ol
it

ic
iz

at
io

n
 o

f 
co

m
pl

ex
 

po
lic

y 
is

 a
n

 is
su

e.
 N

o 
on

e 
ca

n
 b

el
ie

ve
 

th
at

 v
er

y 
de

ta
ile

d 
an

d 
co

m
pl

ex
 g

lo
ba

l 
liq

ui
di

ty
 o

r 
ca

pi
ta

l r
eq

ui
re

m
en

ts
 s

ho
ul

d 
be

 s
et

 b
y 

po
lit

ic
ia

n
s.

 

• 
N

o 
ba

nk
s 

to
 th

e 
re

sc
ue

 th
is

 ti
m

e 
– 

ba
nk

s 
go

t p
un

is
he

d 
fo

r 
he

lp
in

g 
in

 th
e 

la
st

 
go

-r
ou

nd
.

It
 w

ou
ld

 b
e 

a 
re

as
on

ab
le

 e
xp

ec
ta

ti
on

 
th

at
 w

it
h 

n
or

m
al

 g
ro

w
th

 a
n

d 
in

fl
at

io
n 

ap
pr

oa
ch

in
g 

2%
, t

he
 1

0-
ye

ar
 b

on
d 

co
ul

d 
or

 s
ho

ul
d 

be
 t

ra
di

n
g 

at
 a

ro
un

d 
4%

. A
n

d 
th

e 
sh

or
t 

en
d 

sh
ou

ld
 b

e 
tr

ad
in

g 
at

 a
ro

un
d 

2½
%

 (
th

es
e 

w
ou

ld
 b

e 
fa

ir
ly

 n
or

m
al

 h
is

to
r-

ic
al

 e
xp

er
ie

n
ce

s)
. A

n
d 

th
is

 is
 s

ti
ll 

a 
lit

tl
e 

lo
w

er
 t

ha
n

 t
he

 F
ed

 is
 f

or
ec

as
ti

n
g 

un
de

r 
th

es
e 

co
n

di
ti

on
s.

 I
t 

is
 a

ls
o 

a 
re

as
on

ab
le

 
ex

pl
an

at
io

n
 (

an
d 

on
e 

th
at

 m
an

y 
ec

on
om

is
ts

 
be

lie
ve

) 
th

at
 t

od
ay

’s
 r

at
es

 o
f 

th
e 

10
-y

ea
r 

bo
n

d 
tr

ad
in

g 
be

lo
w

 3
%

 a
re

 d
ue

 t
o 

th
e 

la
rg

e 
pu

rc
ha

se
s 

of
 U

.S
. d

eb
t 

by
 t

he
 F

ed
er

al
 

R
es

er
ve

 (
an

d 
ot

he
rs

). 

T
hi

s 
si

tu
at

io
n

 is
 c

om
pl

et
el

y 
re

ve
rs

in
g.

 
So

m
et

im
e 

in
 t

he
 n

ex
t 
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. d
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 r
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 p
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 c
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 b
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, b
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 r
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 b
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t l
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 d
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 f
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 c
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.
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 f
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 c
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 d
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 p
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 p
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 f
as

te
r 

an
d 

hi
gh

er
 th

an
 p

eo
pl

e 
m

ig
ht

 e
xp

ec
t. 

In
 th

is
 c
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 p
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 m
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 f
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 C
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 p
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 b
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 r
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at
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ra

te
 w

en
t u

p 
by

 o
ve

r 
20

0 
ba

si
s 

po
in

ts
. A

ls
o 

re
m

em
be

r 
th

at
 th
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ra
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 c
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 c
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 c
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 b
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 d
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 d
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l m
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 b
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t p
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t p
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 d
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 d
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l o
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re
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 f
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 c
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 c
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 c
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 r
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e 

pa
st

 1
00

 y
ea

rs
 w

he
n 

pa
ni

c 
in

 th
e 

m
ar

ke
ts

 c
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 b
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 p
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.
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 c
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 c
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l c
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e 
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 p
ar

ag
ra

ph
s.

Ba
nk

s 
an

d 
re

gu
la

to
rs

 n
ee

d 
to

 b
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 p
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 d
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ra
l b

an
ks

 w
ill

 
ne

ed
 to

 r
es

po
nd

. T
he

 fi
na

nc
ia

l s
ys

te
m

 is
 f
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 p
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 c
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 c
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 r
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 p
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 c
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 m
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ac

to
rs

 in
 th
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 p
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 c
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 c
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 d
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is
 m

ig
ht

 
un

fo
ld

. A
nd

 a
ll 

th
is

 w
ill

 b
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 c

ou
ld

 
be

 b
et

te
r 

pe
rf

or
m

ed
 if

 w
e 

w
or

ke
d 

w
it

h 
th
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 o

f 
no

nb
an

ks
, m

on
ey

 m
an

ag
er

s,
 

cl
ea

ri
ng

ho
us

es
, e

xc
ha

ng
es

, e
tc

.) 

7.
 

H
ow

 is
 th

e 
co

m
pa

ny
 d

ea
lin

g 
w

ith
 b

ur
ea

uc
ra

cy
 a

nd
 c

om
pl

ac
en

cy
 th

at
 o

ft
en

 in
fe

ct
  

la
rg

e 
co

m
pa

ni
es

? 

M
od

es
t r

eg
ul

at
or

y 
re

fo
rm

 c
an

 s
tr

en
gt

he
n 

th
e 

fin
an

ci
al

 s
ys

te
m

, i
m

pr
ov

e 
th

e 
fu

nc
ti

on
in

g 
of

  
ou

r 
m

ar
ke

ts
 a

nd
 e

nh
an

ce
 e

co
no

m
ic

 g
ro

w
th

 fo
r 

 
al

l A
m

er
ic

an
s.

W
hi

le
 th

e 
re

gu
la

to
ry

 e
nv

ir
on

m
en

t i
s 

ap
pr

o-
pr

ia
te

ly
 m

uc
h 

st
ri

ct
er

 th
an

 it
 o

nc
e 

w
as

, w
e 

ca
n 

si
m

pl
if

y 
it

 a
nd

 e
ve

n 
st

re
ng

th
en

 it
 b

y 
en

su
ri

ng
 th

at
 it

 is
 g

lo
ba

lly
 f

ai
r 

an
d 

tr
an

s-
pa

re
nt

 a
nd

 in
cl

ud
es

 c
on

ti
nu

ou
s,

 r
eg

ul
ar

 
re

vi
ew

 a
nd

 a
pp

ro
pr

ia
te

 m
od

ifi
ca

ti
on

. 

R
eg

ul
at

or
s 

no
w

 h
av

e 
be

gu
n 

to
 s

im
pl

if
y,

 c
oo

r-
di

na
te

 a
nd

 r
ed

uc
e 

ov
er

la
pp

in
g 

re
gu

la
ti

on
s.

 
I 

w
on

’t 
re

pe
at

 th
e 

de
ta

ils
 th

at
 I

’v
e 

di
sc

us
se

d 
in

 p
ri

or
 le

tt
er

s 
– 

m
an

y 
of

 th
em

 w
er

e 
al

so
 

di
sc

us
se

d 
in

 T
re

as
ur

y 
re

po
rt

s 
is

su
ed

 b
y 

th
e 

go
ve

rn
m

en
t. 

B
ut

 s
uffi

ce
 it

 to
 s

ay
, m

od
es

t 
re

gu
la

to
ry

 r
ef

or
m

 c
ou

ld
 a

llo
w

 b
an

ks
 to

 
ex

pa
nd

 c
ar

ef
ul

ly
, i

m
pr

ov
e 

ac
ce

ss
 to

 c
re

di
t 

(e
.g

., 
m

or
tg

ag
es

 a
nd

 s
m

al
l b

us
in

es
s 

lo
an

s)
 

an
d 

im
pr

ov
e 

m
ar

ke
t m

ak
in

g 
an

d 
th

e 
fu

nc
-

ti
on

in
g 

of
 th

e 
m

on
ey

 m
ar

ke
ts

. 

I 
w

as
 r

ec
en

tl
y 

at
 a

 s
en

io
r 

le
ad

er
sh

ip
 o

ff
si

te
 

m
ee

ti
ng

 ta
lk

in
g 

ab
ou

t b
ur

ea
uc

ra
cy

. W
e 

he
ar

d 
bu

re
au

cr
ac

y 
de

sc
ri

be
d 

as
 “

a 
ne

ce
ss

ar
y 

ou
tc

om
e 

of
 c

om
pl

ex
 b

us
in

es
se

s 
op

er
at

in
g 

in
 c

om
pl

ex
 in

te
rn

at
io

na
l a

nd
 r

eg
ul

at
or

y 
en

vi
ro

nm
en

ts
.” 

T
hi

s 
is

 h
og

w
as

h.
 B

ur
ea

u-
cr

ac
y 

is
 a

 d
is

ea
se

. B
ur

ea
uc

ra
cy

 d
ri

ve
s 

ou
t 

go
od

 p
eo

pl
e,

 s
lo

w
s 

do
w

n 
de

ci
si

on
 m

ak
in

g,
 

ki
lls

 in
no

va
ti

on
 a

nd
 is

 o
ft

en
 th

e 
pe

tr
i d

is
h 

of
 

ba
d 

po
lit

ic
s.

 L
ar

ge
 o

rg
an

iz
at

io
ns

, i
n 

fa
ct

 a
ll 

or
ga

ni
za

ti
on

s,
 s

ho
ul

d 
be

 th
ou

gh
t o

f 
as

 a
lw

ay
s 

sl
ow

in
g 

do
w

n 
an

d 
ge

tt
in

g 
m

or
e 

bu
re

au
cr

at
ic

. 
T

he
re

fo
re

, l
ea

de
rs

 m
us

t c
on

ti
nu

al
ly

 d
ri

ve
 

fo
r 

sp
ee

d 
an

d 
ac

cu
ra

cy
 to

 e
lim

in
at

e 
w

as
te

 
an

d 
ki

ll 
bu

re
au

cr
ac

y.
 W

he
n 

yo
u 

ge
t i

n 
gr

ea
t 

sh
ap

e,
 y

ou
 d

on
’t 

st
op

 e
xe

rc
is

in
g.

A
ft

er
 y

ea
rs

 o
f 

in
cr

ea
si

ng
 r

eg
ul

at
io

ns
, t

he
re

 
ha

s 
be

en
 a

 te
m

pt
at

io
n 

to
 b

la
m

e 
so

m
e 

of
 o

ur
 

bu
re

au
cr

ac
y 

an
d 

ri
di

cu
lo

us
 p

ro
ce

ss
es

 o
n 

re
gu

la
ti

on
s.

 T
ha

t, 
to

o,
 is

 (m
os

tl
y)

 h
og

w
as

h.
 

It
 is

 e
as

y 
to

 fi
nd

 e
xc

us
es

 n
ot

 to
 a

tt
em

pt
 to

 
re

im
ag

in
e 

ho
w

 th
in

gs
 c

ou
ld

 b
e 

do
ne

 b
et

te
r 

an
d 

m
or

e 
effi

ci
en

tl
y.

B
el

ow
 a

re
 fi

ve
 e

xa
m

pl
es

 o
f 

ho
w

 w
e’

ve
 s

et
 o

ut
 

to
 c

om
ba

t t
hi

s 
co

nd
it

io
n:

M
ee

ti
ng

s.
 I

nt
er

na
l m

ee
ti

ng
s 

ca
n 

be
 a

 g
ia

nt
 

w
as

te
 o

f 
ti

m
e 

an
d 

m
on

ey
. I

 a
m

 a
 v

oc
al

 p
ro

po
-

ne
nt

 o
f 

ha
vi

ng
 f

ew
er

 o
f 

th
em

. I
f 

a 
m

ee
ti

n
g 

is
 a

bs
ol

ut
el

y 
n

ec
es

sa
ry

, t
he

 o
rg

an
iz

er
 n

ee
ds

 
to

 h
av

e 
a 

w
el

l-p
la

n
n

ed
, f

oc
us

ed
 a

ge
n

da
 w

it
h 

pr
e-

re
ad

 m
at

er
ia

ls
 s

en
t 

in
 a

dv
an

ce
. T

he
 

ri
gh

t 
pe

op
le

 h
av

e 
to

 b
e 

in
 t

he
 r

oo
m

, a
n

d 
fo

llo
w

-u
p 

ac
ti

on
s 

m
us

t 
be

 w
el

l-d
oc

um
en

te
d.

 
Ju

st
 a

s 
im

po
rt

an
t, 

ea
ch

 m
ee

ti
n

g 
sh

ou
ld

 
on

ly
 r

un
 f

or
 a

s 
lo

n
g 

as
 it

 n
ee

ds
 t

o 
an

d 
le

ad
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S

to
 r

ea
l d

ec
is

io
n

s.
 I

n
 a

dd
it

io
n

, t
he

re
 s

ho
ul

d 
be

 c
la

ri
ty

 a
ro

un
d 

w
ho

 c
ha

ir
s 

th
e 

m
ee

ti
n

g.
 

T
he

 c
ha

ir
 is

 r
es

po
n

si
bl

e 
fo

r 
m

ak
in

g 
su

re
 a

ll 
is

su
es

 a
re

 p
ro

pe
rl

y 
ra

is
ed

, f
ac

ili
ta

ti
n

g 
eff

ec
-

ti
ve

 a
n

d 
pr

od
uc

ti
ve

 d
is

cu
ss

io
n

s 
an

d 
dr

iv
in

g 
to

 d
ec

is
io

n
s.

 

W
ar

 r
oo

m
s.

 J
us

t a
s 

im
po

rt
an

t, 
w

e 
ne

ed
 to

 
si

m
pl

if
y 

ou
r 

pr
oc

es
se

s 
w

hi
le

 a
cc

el
er

at
in

g 
th

e 
pa

ce
 o

f 
ch

an
ge

 a
nd

 d
ri

vi
ng

 n
ew

 in
no

va
ti

on
s.

 
La

st
 y

ea
r, 

th
e 

O
pe

ra
ti

ng
 C

om
m

it
te

e 
cr

ea
te

d 
a 

nu
m

be
r 

of
 “

w
ar

 r
oo

m
s”

 –
 s

pa
nn

in
g 

lin
es

 o
f 

bu
si

ne
ss

, g
eo

gr
ap

hi
es

, f
un

ct
io

ns
 a

nd
 le

ve
ls

 
– 

to
 m

ak
e 

ou
r 

fi
rm

 m
or

e 
ag

ile
 a

nd
 to

 p
ut

 a
 

la
se

r 
fo

cu
s 

on
 s

ev
er

al
 h

ot
-b

ut
to

n 
is

su
es

, l
ik

e 
cl

ie
nt

 o
nb

oa
rd

in
g 

an
d 

ve
nd

or
 a

nd
 th

ir
d-

pa
rt

y 
m

an
ag

em
en

t. 
Ea

ch
 w

ar
 r

oo
m

 is
 s

ta
ff

ed
 

w
it

h 
a 

de
di

ca
te

d 
gr

ou
p 

of
 e

m
pl

oy
ee

s 
ta

sk
ed

 
w

it
h 

so
lv

in
g 

sp
ec

ifi
c 

pr
ob

le
m

s 
w

it
hi

n 
a 

se
t 

nu
m

be
r 

of
 w

ee
ks

 o
r 

m
on

th
s.

 Y
ou

 w
ou

ld
 b

e 
am

az
ed

 a
t h

ow
 q

ui
ck

ly
 o

ur
 e

m
pl

oy
ee

s 
ca

n 
co

m
e 

up
 w

it
h 

ne
w

 s
ol

ut
io

ns
 w

he
n 

th
ey

 a
re

 
ga

lv
an

iz
ed

 a
ro

un
d 

so
lv

in
g 

a 
pr

ob
le

m
 in

 a
 

co
nc

en
tr

at
ed

 ti
m

e 
pe

ri
od

. T
he

se
 te

am
s 

ha
ve

 
be

en
 s

o 
su

cc
es

sf
ul

 in
 d

ri
vi

ng
 b

ur
ea

uc
ra

cy
 

ou
t o

f 
th

e 
de

ci
si

on
-m

ak
in

g 
pr

oc
es

s 
th

at
 w

e 
pl

an
 to

 d
ep

lo
y 

m
or

e 
w

ar
 r

oo
m

s 
w

he
n 

cr
it

-
ic

al
 n

ee
ds

 a
ri

se
. T

he
se

 w
ar

 r
oo

m
s 

ar
e 

ve
ry

 
si

m
ila

r 
to

 h
ow

 w
e 

op
er

at
ed

 w
he

n 
w

e 
m

ad
e 

co
m

pl
ex

 a
cq

ui
si

ti
on

s.
 E

ss
en

ti
al

ly
, t

he
y 

ca
us

e 
be

tt
er

 a
nd

 f
as

te
r 

di
ss

em
in

at
io

n 
of

 in
fo

r-
m

at
io

n 
to

 th
os

e 
w

ho
 n

ee
d 

to
 k

no
w

 –
 a

nd
 

fa
st

er
 a

nd
 m

or
e 

pr
od

uc
ti

ve
 d

ec
is

io
n 

m
ak

in
g 

be
ca

us
e 

ev
er

yo
ne

 in
vo

lv
ed

 is
 in

 th
e 

ro
om

.

Re
im

ag
in

in
g.

 Y
ou

 c
an

 t
ak

e 
an

y 
pa

rt
 o

f 
yo

ur
 

bu
si

n
es

s 
an

d 
re

im
ag

in
e 

it
. Y

ou
 c

an
 g

et
 

al
l t

he
 r

ig
ht

 p
eo

pl
e 

in
 t

he
 r

oo
m

 t
o 

th
in

k 
ab

ou
t 

a 
ce

rt
ai

n
 p

ro
ce

ss
 a

n
d 

re
im

ag
in

e 
ho

w
 

it
 c

ou
ld

 b
e 

do
n

e 
fr

om
 t

he
 g

ro
un

d 
up

. O
ur

 
K

n
ow

 Y
ou

r 
C

us
to

m
er

 p
ro

bl
em

-s
ol

vi
n

g 
te

am
 

is
 a

 g
oo

d 
ex

am
pl

e 
of

 t
he

 r
es

ul
ts

 o
ur

 r
ei

m
ag

-
in

in
g 

an
d 

w
ar

 r
oo

m
s 

ca
n

 d
ri

ve
. C

om
pr

is
in

g 
al

l l
in

es
 o

f 
bu

si
n

es
s,

 t
he

 g
ro

up
 w

as
 g

iv
en

 
ei

gh
t 

w
ee

ks
 t

o 
re

im
ag

in
e 

ou
r 

K
Y

C
 p

ro
ce

ss
es

 
to

 im
pr

ov
e 

th
e 

cu
st

om
er

 e
xp

er
ie

n
ce

 w
it

ho
ut

 
sa

cr
ifi

ci
n

g 
co

n
tr

ol
s.

 B
y 

ap
pl

yi
n

g 
a 

sh
ar

p,
 

fi
rm

w
id

e 
fo

cu
s 

to
 t

he
 K

Y
C

 p
ro

to
co

ls
, t

he
 

te
am

 id
en

ti
fi

ed
 s

ev
er

al
 K

Y
C

 q
ue

st
io

n
s 

an
d 

pr
ot

oc
ol

s 
th

at
 h

ad
 b

ec
om

e 
ou

td
at

ed
 o

r 
be

en
 

m
ad

e 
re

du
n

da
n

t 
by

 r
ec

en
t 

co
n

tr
ol

s.
 O

n
e 

cu
st

om
er

 c
ou

ld
 b

e 
su

bj
ec

te
d 

to
 m

ul
ti

pl
e 

K
Y

C
 p

ro
ce

ss
es

 d
ep

en
di

n
g 

on
 t

he
 li

n
e 

of
 

bu
si

n
es

s 
an

d 
ch

an
n

el
 u

se
d.

 A
s 

a 
re

su
lt

, t
he

 
te

am
 s

tr
ea

m
lin

ed
 K

Y
C

 q
ue

st
io

n
s 

su
bs

ta
n

-
ti

al
ly

 a
n

d 
id

en
ti

fi
ed

 a
 n

um
be

r 
of

 p
ro

ce
ss

es
 

th
at

 c
ou

ld
 b

e 
el

im
in

at
ed

, w
hi

ch
 w

ill
 a

llo
w

 
fo

r 
a 

be
tt

er
 c

us
to

m
er

 e
xp

er
ie

n
ce

 w
hi

le
 s

ti
ll 

m
ai

n
ta

in
in

g 
a 

st
ro

n
g 

co
n

tr
ol

 e
n

vi
ro

n
m

en
t. 

T
hi

s 
w

ar
 r

oo
m

 t
ea

m
’s

 r
es

ul
ts

 n
ot

 o
n

ly
 

he
lp

ed
 d

is
pa

ra
te

 li
n

es
 o

f 
bu

si
n

es
s 

id
en

ti
fy

 
du

pl
ic

at
iv

e 
pr

oc
es

se
s 

bu
t 

al
so

 e
n

ab
le

d 
th

e 
te

am
 t

o 
up

da
te

 t
he

 fi
rm

’s
 p

ri
or

it
ie

s.
 

Fi
gh

ti
ng

 c
om

pl
ac

en
cy

 b
y 

be
in

g 
se

lf-
cr

it
ic

al
. 

C
om

pl
ac

en
cy

 is
 a

n
ot

he
r 

di
se

as
e.

 I
t 

is
 u

su
al

ly
 

bo
rn

e 
ou

t 
of

 a
rr

og
an

ce
 o

r 
su

cc
es

s,
 b

ut
 it

 is
 a

 
gu

ar
an

te
e 

of
 f

ut
ur

e 
fa

ilu
re

. O
ur

 c
om

pe
ti

to
rs

 
ar

e 
n

ot
 r

es
ti

n
g 

on
 t

he
ir

 la
ur

el
s 

– 
n

or
 c

an
 

w
e.

 T
he

 o
n

ly
 w

ay
 t

o 
fi

gh
t 

co
m

pl
ac

en
cy

 is
 t

o 
al

w
ay

s 
an

al
yz

e 
ou

r 
ow

n
 a

ct
io

n
s 

an
d 

po
in

t 
ou

t 
ou

r 
ow

n
 w

ea
kn

es
se

s.
 I

t’s
 g

re
at

 t
o 

op
en

ly
 

ce
le

br
at

e 
ou

r 
su

cc
es

se
s,

 b
ut

 w
he

n
 t

he
 d

oo
r 

is
 c

lo
se

d,
 m

an
ag

em
en

t 
sh

ou
ld

 e
m

ph
as

iz
e 

th
e 

n
eg

at
iv

es
.

U
si

ng
 a

gi
le

 m
an

ag
em

en
t t

o 
cr

ea
te

 s
pe

ed
. 

A
gi

le
 te

ch
no

lo
gy

 g
en

er
al

ly
 m

ea
n

s 
us

in
g 

n
ew

 f
or

m
s 

of
 t

ec
hn

ol
og

y 
– 

th
in

k 
cl

ou
d 

co
m

pu
ti

n
g,

 f
or

 e
xa

m
pl

e 
– 

to
 e

n
ab

le
 s

m
al

l 
te

am
s 

of
 p

ro
gr

am
m

er
s 

to
 b

ui
ld

 a
n

d 
pr

op
-

er
ly

 e
xe

cu
te

 n
ew

 p
ro

gr
am

s 
an

d 
pr

od
uc

ts
 

ra
pi

dl
y 

an
d 

eff
ec

ti
ve

ly
. T

he
 c

on
ce

pt
 o

f 
ag

ile
 

m
an

ag
em

en
t 

go
es

 h
an

d 
in

 h
an

d 
w

it
h 

th
is

 
ap

pr
oa

ch
. S

m
al

l t
ea

m
s 

of
 p

eo
pl

e 
re

sp
on

-
si

bl
e 

fo
r 

pr
od

uc
ts

 a
n

d 
se

rv
ic

es
 w

or
k 

w
it

h 
te

ch
n

ol
og

is
ts

 t
o 

im
pr

ov
e 

th
e 

cu
st

om
er

  
ex

pe
ri

en
ce

. T
o 

do
 t

hi
s,

 t
he

y 
m

us
t 

be
 g

iv
en

 
th

e 
n

ec
es

sa
ry

 a
ut

ho
ri

ty
 a

n
d 

re
so

ur
ce

s.
 I

t 
is

 
al

so
 im

po
rt

an
t 

th
ey

 u
n

de
rs

ta
n

d 
th

at
 t

he
y 

ca
n

 m
ak

e 
m

is
ta

ke
s 

w
it

ho
ut

 p
un

is
hm

en
t. 
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 r
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nd
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et
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n 

tr
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ut
 it
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ar
d 
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0 
ye

ar
s 

an
d 

no
t t

hi
nk
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 h

as
 b

ee
n 

ge
tt

in
g 

in
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ng
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 w
or
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nd
 w

e 
sh

ou
ld
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e 

th
at

 it
 w

ill
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et
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et
te

r 
on
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s 

ow
n)

. 
B

ef
or

e 
w

e 
tr

y 
to

 a
dd

re
ss

 w
ha

t w
e 

ca
n 

do
 to

 
fi

x 
it

, i
t i

s 
im

po
rt

an
t t

o 
lo

ok
 a

t w
hy

 it
 h

as
 

go
tt

en
 w

or
se

. H
er

e 
ar

e 
m

y 
th

eo
ri

es
:

• 
T

he
 w

or
ld

 is
 g

et
tin

g 
fa

st
er
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nd

 m
or

e 
co

m
pl

e x
, m

ak
in

g 
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ee
d 

an
d 

an
al
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ic
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al

l 
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e 
m

or
e 
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an

t. 
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 s
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ou

r 
po
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 p
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 c
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m

ay
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 s
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 u

p 
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r 
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– 
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d 
in
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 w

ay
 to

 
en
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le

 th
em
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 d

ea
l w

ith
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ch

al
le

ng
es

.
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C

ri
ti

ca
l t

hi
nk

in
g,

 a
na

ly
si

s 
of

 f
ac

ts
 a

nd
 

pr
op

er
 p

ol
ic

y 
fo

rm
at

io
n 
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ve

 b
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om
e 

ex
tr

em
el

y 
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ffi
cu

lt
 in
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 p

ol
it

ic
iz

ed
 a

nd
 

m
ed
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-s

at
ur

at
ed

 e
nv

ir
on

m
en

t. 
O

ft
en

,  
po

lit
ic

s 
m

is
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es
 f
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ts
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 ju
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y 
a 

po
si

ti
on

.
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W

e 
ar

e 
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ec
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ve
ly

 c
ri

pp
le

d 
w

he
n

 it
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m

es
 t

o 
fi

xi
n
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ou

r 
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ob
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m
s 
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he

n 
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ey
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 p
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R
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up
tc
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et
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 b
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n

de
d 

pe
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 p
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n
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b 
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n
d 
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g 
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id
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d 
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n
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s 
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e 
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.
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W
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o 
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h 
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t t
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r 

ex
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pl
e,

 P
re
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nt
 B

ill
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lin
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n’
t m
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n 
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k 
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m
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lly
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lly
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ed
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 d
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vi
ng
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 B

ut
 th

e 
ex

ce
ss

iv
e 

m
or

tg
ag

e 
le
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ed
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 p
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e 
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ra
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en
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w
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 b
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ve
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or
s 
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 p
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pa

rt
 o

f 
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e 

ec
on

om
y 

at
 th

at
 ti

m
e 

di
d 

w
el

l. 
It

 b
le

w
 u

p 



33

II
. 

 P
U

B
LI

C
 P

O
LI

CY

la
te

 in
 P

re
si

de
nt

 G
eo

rg
e 

W
. B

us
h’

s 
te

rm
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 d
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go
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W

e 
si
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le

ar
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d 
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w

ro
ng

 le
ss
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s.
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nd

 
in
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e 

sh
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t r
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, w
e 

te
nd

 to
 s

im
pl

is
ti

ca
lly

 
lo

ok
 f

or
 s
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pe

go
at

s 
in

st
ea

d 
of

 s
ol

ut
io

ns
. 

• 
R

og
off

 a
nd

 R
ei

nh
ar

t w
ro

te
 in

 th
ei

r 
bo

ok
, 

Th
is

 T
im

e 
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 D
iff

er
en

t, 
th

at
 it

 ta
ke
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a 

lo
ng

 
ti

m
e 

to
 r

ec
ov

er
 f

ro
m

 a
 fi

na
nc

ia
l c

ri
si

s.
 B

ut
 

th
is

 w
as

 o
ft

en
 d

ue
 to

 p
oo

r 
po

lic
y 

or
 o

ve
r-

re
ac

ti
on

 to
 th

e 
fi

na
nc

ia
l c

ri
si

s, 
an

d 
w
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le

 
hi

st
or

y 
te

ac
he

s 
us

 th
at

 m
ay

be
 w

e 
sh

ou
ld

 
ex

pe
ct

 th
is

 r
ea

ct
io

n 
in

 th
e 

ne
xt

 c
ri

si
s, 

it
 

do
es

 n
ot

 h
av

e 
to

 b
e 

tr
ue

 o
ve

r 
an

d 
ov

er
. W

e 
ha

ve
 a

 d
iffi

cu
lt 

ti
m

e 
le

ar
ni

ng
 f

ro
m

 th
e 

pa
st

. 

• 
A

 f
am

ou
s 

po
lit

ic
ia

n 
on

ce
 s

ai
d,
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D

on
’t 

le
t a

 
go

od
 c

ri
si

s 
go

 to
 w

as
te

.” 
I 

th
in

k 
he

 r
ea

lly
 

m
ea

nt
, “

Le
t’s

 u
se

 th
e 

cr
is

is
 to

 g
et

 s
om

e 
go

od
, i

m
po

rt
an

t t
hi

ng
s 

do
ne

.” 
It

 a
pp

ea
rs

 

Fi
rs

t o
ff

, w
e 

sh
ou

ld
 fi

nd
 it

 r
at

he
r 

ea
sy

 to
 

re
co

gn
iz

e 
th

at
 b

ad
 th

in
ki

ng
 o

ft
en

 le
ad

s 
to

 b
ad

 
po

lic
ym

ak
in

g.
 L

et
 m

e 
lis

t a
 f

ew
 o

f 
th

e 
cu

lp
ri

ts
:

• 
B

in
ar

y 
ar

gu
m

en
ts

. W
he

n 
pe

op
le

 a
rg

ue
 a

s 
if

 th
er

e 
ar

e 
bi

na
ry

 s
ol

ut
io

ns
, t

he
 a

rg
um

en
t 

is
 a

lm
os

t a
lw

ay
s 

w
ro

ng
. W

he
n 

pe
op

le
 s

ay
 

yo
u 

sh
ou

ld
 n

ot
 d

o 
so

m
et

hi
ng

 b
ec

au
se

 it
 

is
 li

ke
 g

oi
ng

 d
ow

n 
a 

“s
lip

pe
ry

 s
lo

pe
,” 

it
 

ge
ne

ra
lly
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 n

ot
 a

 g
oo

d 
ar

gu
m

en
t. 

In
 th

e 
m

od
er

n 
w

or
ld

, t
he

re
 a

re
 r

ea
so

ns
 to

 c
al

i-
br

at
e 

va
ri

ou
s 

pa
rt

s 
of

 p
ol

ic
y 

in
st

ea
d 

of
 ju

st
 

de
ny

in
g 

th
e 

ar
gu

m
en

t a
lt

og
et

he
r.

• 
“T

he
y 

co
m

pl
ai

n 
to

o 
m

uc
h”

 a
rg

um
en

ts
. 

W
he

n 
a 

po
in

t h
as

 b
ee

n 
m

ad
e 

an
d 

so
m

eo
ne

 
ca

lls
 it

 a
 c

om
pl

ai
nt

, t
he

 p
oi

nt
 is

 d
im

in
is

he
d 

ri
gh

t a
w

ay
. W

he
n 

so
m

eo
ne

 c
om

pl
ai

ns
 

ab
ou

t s
om

et
hi

ng
, a

 b
et

te
r 

re
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on
se

 is
 to

 
th

in
k 
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ou

t w
he

re
 o

r 
ho

w
 th

e 
pe

rs
on

 
m

ig
ht

 b
e 

ri
gh

t o
r 

pa
rt

ia
lly

 r
ig

ht
.

• 
N

ot
 li

st
en

in
g 
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 o

ne
 a

no
th

er
. I

 te
ll 

m
y 

lib
er

al
 f

ri
en

ds
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 r
ea

d 
co

lu
m

ni
st

s 
lik

e 
A

rt
hu

r 
B

ro
ok

s 
an

d 
G

eo
rg

e 
W

ill
. A

nd
 I

 te
ll 

m
y 

co
ns

er
va

ti
ve

 f
ri

en
ds

 to
 r

ea
d 

w
ri

te
rs

 
lik

e 
To

m
 F

ri
ed

m
an

.

th
at

 p
ol

it
ic

ia
ns

 s
om

et
im
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 u

se
 a

 c
ri

si
s 

to
 

ju
st

if
y 

im
pl

em
en

ti
ng

 th
ei

r 
ow

n 
ag

en
da

.

• 
H

er
e’

s 
an

ot
he

r 
ex

am
pl

e:
 W

e 
al

l k
n

ow
 t

ha
t 

th
e 

U
.S

. h
ea

lt
hc

ar
e 

sy
st

em
 n

ee
ds

 t
o 

be
 

re
fo

rm
ed

. M
an

y 
ha

ve
 a

dv
oc

at
ed

 g
et

ti
n

g 
on

 t
he

 p
at

h 
to

 u
n

iv
er

sa
l h

ea
lt

hc
ar

e 
fo

r 
al

l 
A

m
er

ic
an

s.
 T

he
 c

re
at

io
n

 o
f 

O
ba

m
ac

ar
e,

 
w

hi
le

 a
 s

te
p 

in
 t

he
 r

ig
ht

 m
or

al
 d

ir
ec

-
ti

on
, w

as
 n

ot
 w

el
l d

on
e.
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m

er
ic

a 
ha

s 
29

0 
m

ill
io

n
 p

eo
pl

e 
w

ho
 h

av
e 

in
su

ra
n

ce
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0 
m

ill
io

n
 t

hr
ou

gh
 p
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va

te
 e

n
te
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ri

se
 

an
d 

11
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ill

io
n
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gh

 M
ed

ic
ar

e 
an
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M

ed
ic

ai
d.

 O
ba

m
ac

ar
e 

sl
ig

ht
ly
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xp

an
de

d 
bo

th
 a

n
d 

cr
ea

te
d 

ex
ch

an
ge

s 
th

at
 in

su
re

 
10

 m
ill

io
n

 p
eo

pl
e.

 B
ut

 it
 d

id
 v

er
y 

lit
tl

e 
to

 fi
x 

ou
r 

br
ok

en
 h

ea
lt

hc
ar

e 
sy

st
em

 a
n

d 
ha

s,
 in

 f
ac

t, 
to

rn
 u

p 
th

e 
bo
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 p

ol
it

ic
 o

ve
r 

10
 y

ea
rs
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 a

n
d 

th
is

 t
um

ul
t 

m
ay

 g
o 

on
 f

or
 

an
ot

he
r 

10
 y

ea
rs

.

3.
 W

e 
ca

n 
fix

 th
is

 p
ro

bl
em

 th
ro

ug
h 

in
te

lli
ge

nt
, t

ho
ug

ht
fu

l, 
an

al
yt

ic
al

 a
nd

 c
om

pr
eh

en
si

ve
 p

ol
ic

y.
 

• 
N

ot
 a

sk
in

g 
w

ha
t o

ut
co

m
es

 y
ou

 r
ea

lly
 w

an
t 

to
 a

ch
ie

ve
.

• 
N

ot
 w

or
ki

ng
 w

it
h 

ex
pe

rt
s 

w
ho

 k
no

w
 th

e 
m

os
t a

bo
ut

 a
 s

ub
je

ct
.
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Tr

yi
ng
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 c

re
at

e 
to

o 
m

an
y 

ze
ro

-to
le
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e 
en
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ro
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en
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 w

he
n 
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en
 n

ot
 

m
er

it
ed

. E
xa

m
pl

es
 in
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ud

e 
si

tu
at

io
ns

 
w

he
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 p
eo

pl
e 

ne
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e 
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le
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 c
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m
u-
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te
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it
h 

ea
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 o
th

er
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nd
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k 
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h 

m
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m
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at
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 m
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-
m

en
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r 
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 c
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m
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th
ic
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o-
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le
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e 
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an
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 b
e 
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T
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s 
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ay
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in
g 

al
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s 
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st
itu

-
tio

ns
. W

e 
sh

ou
ld

 n
ot

 d
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tr
oy
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e 
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ty
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 th

e 
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ec
tiv

en
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s 
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st

itu
tio

ns
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ub
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 p

ri
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te
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r 
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e 

m
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ta
ke

s 
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 m
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de
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s 
of

 
a 

fe
w

. T
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m
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d 
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or
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m
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ve
 u

s 
w
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r 
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ng
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e 
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en
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ly
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n
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t 
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od
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g 
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s 
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– 
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w
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it
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 b
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 C
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 D
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 p
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th
in

ki
ng
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ay

. W
e 

ne
ed
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el
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in
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 c

om
pe

te
nt

 g
ov

er
n-
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en
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o 
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a 
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on
. C

le
ar
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, t

he
re

 
ar

e 
th

in
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nl

y 
th

e 
go

ve
rn
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en

t c
an

 
do
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 a

nd
 m

us
t d

o 
w

el
l –

 s
uc

h 
as
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in
g 

a 
st

ro
ng

 m
ili

ta
ry

 a
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 e
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ur
in

g 
an

 e
ffi

ci
en
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nd
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op
er

ly
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un
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io
ni

ng
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e 
sy
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em

. T
he

 
fe

de
ra

l g
ov

er
nm

en
t m

ai
nt

ai
ns

 m
os

t o
f 

ou
r 

na
ti

on
’s

 tr
an

sp
or

ta
ti

on
 s

ys
te

m
s,

 a
nd

 w
e 

ne
ed

 
st

at
e 

an
d 

lo
ca

l g
ov

er
nm

en
ts

 to
 d

o 
a 

go
od

 
jo

b 
in

 te
rm

s 
of

 e
du

ca
ti

on
, p

ol
ic

in
g 

an
d 

ot
he

r 
im

po
rt

an
t f

un
ct

io
ns

. S
om

e 
ar

gu
e 

th
at

 th
e 

go
ve

rn
m

en
t s

ho
ul

d 
be

 d
oi

ng
 m

or
e.

 B
ut

 w
he

n 
m

an
y 

A
m

er
ic

an
s 

th
in

k 
of

 th
e 

go
ve

rn
m

en
t 

de
liv

er
in

g 
se

rv
ic

es
, t

he
y 

th
in

k 
of

 th
e 

en
dl

es
s 

bu
re

au
cr

ac
y 

an
d 

pa
pe

rw
or

k 
as

so
ci

at
ed

 w
it

h 
th

e 
In

te
rn

al
 R

ev
en

ue
 S

er
vi

ce
, t

he
 U

.S
. P

os
ta

l 
Se

rv
ic

e 
an

d 
th

e 
D

ep
ar

tm
en

t o
f 

V
et

er
an

s 
A

ff
ai

rs
 –

 n
on

e 
of

 w
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ch
 w

ou
ld

 c
on

si
st

en
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y 
ge

t h
ig

h 
m

ar
ks

. 

W
e 

al
l c

an
 a

gr
ee

 th
at

 th
e 

la
ck

 o
f 

tr
ue

 c
ol

la
b-

or
at

io
n 

an
d 
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 u
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ill
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gn
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s 

to
 a

dd
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ss
 o

ur
 

m
os

t p
re
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in

g 
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lic
y 
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su

es
 h

av
e 

co
nt

ri
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te
d 

to
 th

e 
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vi
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ve
 a

nd
 p

ol
ar

iz
ed

 e
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ir
on

m
en

t w
e 
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ve

 to
da

y.
 C

er
ta

in
ly

 th
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e 
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 p
le

nt
y 

of
 b

la
m

e 
to
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o 

ar
ou

nd
 o

n 
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 f

ro
nt

. H
ow

ev
er

, r
at

he
r 

th
an

 lo
ok

in
g 
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ck

, i
t n

ow
 is

 m
or

e 
im

po
rt

an
t 

th
an

 e
ve

r 
fo

r 
th

e 
bu

si
ne

ss
 c

om
m

un
it

y 
an

d 
go

ve
rn

m
en

t t
o 
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e 

lo
an

s,
 e

xt
en

de
d 

lo
an

 p
ay

m
en

ts
, w

ai
ve

d 
la

te
 f

ee
s 

an
d 

m
ad

e 
in

ve
st

m
en

ts
 to

 s
up

po
rt

 th
e 

lo
ng

-te
rm

 r
ec

ov
er

y 
in

 th
es

e 
co

m
m

u-
ni

ti
es

. W
e 

al
so

 r
ea

ch
ed

 o
ut

 to
 h

el
p 

th
e 

hu
nd

re
ds

 o
f 

ou
r 

em
pl

oy
ee

s 
w

ho
 

w
er

e 
aff

ec
te

d 
di

re
ct

ly
. O

ur
 e

m
pl

oy
ee

-
to

-e
m

pl
oy

ee
 g

iv
in

g 
fu

nd
 s

ho
w

ed
 th

e 
tr

em
en

do
us

 g
en

er
os

it
y 

of
 e

m
pl

oy
ee

s 
lo

ok
in

g 
ou

t f
or

 e
ac

h 
ot

he
r 

in
 ti

m
es

  
of

 n
ee

d.
 A

nd
 f

ro
m

 H
ou

st
on

 to
 S

ou
th

 
Fl

or
id

a 
to

 th
e 

B
ay

 A
re

a,
 y

ou
 c

ou
ld

 
se

e 
th

e 
bl

ue
 s

hi
rt

s 
of

 o
ur

 G
oo

d 
W

or
ks

 
vo

lu
nt

ee
rs

 h
el

pi
ng

 o
ut

 d
is

tr
ib

ut
in

g 
fo

od
 a

nd
 w

at
er

, c
le

ar
in

g 
de

br
is

 a
nd

 
he

lp
in

g 
ho

w
ev

er
 th

ey
 c

ou
ld

. B
us

in
es

s 
ha

s 
a 

br
oa

de
r 

so
ci

al
 r

ol
e 

to
 p

la
y,

 p
ar

-
ti

cu
la

rl
y 

no
w

, a
nd

 it
’s

 p
os

si
bl

e 
th

at
 n

o 
co

m
pa

ny
 c

an
 d

o 
as

 m
uc

h 
as

 o
ur

s.

Lo
ok

in
g 

ah
ea

d

If
 th

is
 o

rg
an

iz
at

io
n 

ha
s 

pr
ov

ed
 o

ne
 

th
in

g,
 it

’s
 th

at
 w

e 
ca

n 
m

ov
e 

an
d 

ad
ap

t q
ui

ck
ly

 f
or

 a
 c

om
pa

ny
 o

f 
ou

r 
si

ze
. W

e 
ar

e 
ex

pe
ri

en
ci

ng
 a

no
th

er
 

pe
ri

od
 o

f 
ex

tr
ao

rd
in

ar
y 

ch
an

ge
. T

he
 

pa
ce

 o
f 

te
ch

no
lo

gy
 is

 a
cc

el
er

at
in

g 
fa

st
er

 th
an

 m
os

t b
us

in
es

se
s 

ca
n 

ab
so

rb
. I

nd
us

tr
y 

af
te

r 
in

du
st

ry
 is

 
be

in
g 

di
sr

up
te

d 
as

 e
m

er
gi

ng
 p

la
ye

rs
 

de
ve

lo
p 

be
tt

er
 c

us
to

m
er

 e
xp

er
ie

nc
es

, 
fa

st
er

 th
an

 in
cu

m
be

nt
s 

ca
n 

in
no

va
te

. 
A

PI
-b

as
ed

 p
la

tf
or

m
s 

al
lo

w
 s

of
tw

ar
e 

de
ve

lo
pe

rs
 to

 b
ui

ld
 o

nt
o 

ex
pe

ri
en

ce
s,

 
an

d 
w

e 
se

e 
se

rv
ic

es
 c

on
ve

rg
in

g.

W
e 

kn
ow

 w
e 

ha
ve

 a
n 

ex
tr

ao
rd

in
ar

y 
le

ad
er

sh
ip

 p
os

it
io

n,
 a

nd
 w

e 
do

 n
ot

 
ta

ke
 it

 f
or

 g
ra

nt
ed

 f
or

 a
 s

ec
on

d.
 

A
cr

os
s 

in
du

st
ri

es
, t

he
 m

ig
ht

y 
ha

ve
 

fa
lle

n 
– 

an
d 

w
e 

do
 n

ot
 th

in
k 

w
e 

ar
e 

im
m

un
e.

 T
he

 k
ey

 f
or

 u
s 

no
w

 is
 to

 
in

ve
st

, i
nn

ov
at

e 
an

d 
sp

ee
d 

up
  

to
 s

er
ve

 c
us

to
m

er
s.

 A
s 

w
e 

lo
ok

 
ah

ea
d,

 w
e 

w
ill

 b
e 

la
se

r 
fo

cu
se

d 
on
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te

lli
ge

nc
e 

is
 th
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ab

ili
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 to
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pt

 to
 c

ha
ng
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– 
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C
ha

se
 Q

ui
ck

Pa
ySM

 m
ak

es
 u

p 
m

or
e 

th
an

 5
0%

 o
f 

Z
el

le
’s

 v
ol

um
e.

 W
e 

w
an

t 
ou

r 
cu

st
om

er
s 

to
 d

ec
id

e 
w

ho
 to

 p
ay

 
an

d 
w

he
n,

 a
nd

 w
e 

m
ak

e 
su

re
 it

’s
 s

im
-

pl
e,

 s
af

e 
an

d 
se

am
le

ss
.

O
w

ni
ng

 a
 h

om
e 

– 
B

uy
in

g 
a 

ho
m

e 
is

 
on

e 
of

 th
e 

m
os

t e
m

ot
io

na
l p

ur
ch

as
es

 
a 

fa
m

ily
 e

ve
r 

m
ak

es
. B

ut
 th

e 
pr

oc
es

s 
of

 b
uy

in
g 

on
e 

is
 a

ny
th

in
g 

bu
t j

oy
fu

l. 
W

e 
w

an
t t

o 
he

lp
 th

e 
hu

nd
re

ds
 o

f 
th

ou
sa

nd
s 

of
 c

us
to

m
er

s 
w

ho
 w

ill
 b

uy
 

a 
ho

m
e 

w
it

h 
C

ha
se

 in
 2

01
8 

to
 d

o 
so

 
w

it
h 

ea
se

 a
nd

 s
pe

ed
. O

ur
 p

ar
tn

er
sh

ip
 

w
it

h 
R

oo
st

if
y 

ha
s 

m
ad

e 
ou

r 
di

gi
ta

l 
m

or
tg

ag
e 

pr
oc

es
s 

si
m

pl
er

 a
nd

 h
as

 
re

du
ce

d 
th

e 
ti

m
e 

it
 ta

ke
s 

to
 r

efi
na

nc
e 

by
 1

5%
.

O
w

ni
ng

 a
 c

ar
 –

 O
ve

r 
1 

m
ill

io
n 

cu
s-

to
m

er
s 

w
ill

 b
uy

 o
r 

le
as

e 
a 

ca
r 

w
it

h 
C

ha
se

 in
 2

01
8,

 y
et

 m
an

y 
pe

op
le

 s
ti

ll 
do

n’
t t

hi
nk

 to
 c

al
l u

s 
fi

rs
t i

f 
th

ey
’r

e 
bu

yi
ng

 o
ne

. L
ik

e 
ge

tt
in

g 
a 

ho
m

e 
lo

an
, t

he
 e

xp
er

ie
nc

e 
of

 b
uy

in
g 

a 
ca

r 
ca

n 
be

 lo
ng

 a
nd

 d
au

nt
in

g.
 W

e 
th

in
k 

w
e 

ca
n 

re
in

ve
nt

 it
 –

 m
ak

in
g 

it
 e

as
ie

r, 
le

ss
 e

xp
en

si
ve

 a
nd

 a
 p

le
as

an
t e

xp
er

i-
en

ce
. C

ha
se

 A
ut

o 
D

ir
ec

t, 
in

 p
ar

tn
er

-
sh

ip
 w

it
h 

Tr
ue

C
ar

, i
s 

a 
st

ep
 in

 th
e 

ri
gh

t d
ir

ec
ti

on
.

G
ro

w
in

g 
w

ea
lt

h 
– 

O
ur

 b
ra

nd
 p

ro
m

-
is

e 
is

 to
 h

el
p 

cu
st

om
er

s 
m

ak
e 

th
e 

m
os

t o
f 

th
ei

r 
m

on
ey

. O
ur

 te
am

 o
f 

ba
nk

er
s 

an
d 

w
ea

lt
h 

ad
vi

so
rs

 h
as

 
w

or
ke

d 
w

it
h 

cu
st

om
er

s 
fo

r 
de

ca
de

s.
 

In
 2

01
8,

 w
e 

w
ill

 in
tr

od
uc

e 
ne

w
 d

ig
it

al
 

to
ol

s 
to

 h
el

p 
cu

st
om

er
s 

in
ve

st
 a

nd
 

tr
ad

e 
fr

om
 th

ei
r 

ph
on

es
, a

s 
w

el
l a

s 
co

nn
ec

t t
he

m
 w

it
h 

an
 a

dv
is

or
 w

he
n 

th
ey

 n
ee

d 
on

e.
 U

nl
ik

e 
ot

he
r 

in
ve

st
-

m
en

t a
pp

s,
 o

ur
s 

w
ill

 h
av

e 
th

e 
te

am
 

of
 J.

P.
 M

or
ga

n 
ad

vi
so

rs
 a

nd
 b

an
ke

rs
 

be
hi

nd
 it

.

G
ro

w
in

g 
bu

si
ne

ss
es

 –
 F

ew
 b

an
ks

 
ca

n 
he

lp
 b

us
in

es
se

s 
as

 m
uc

h 
as

  
JP

M
or

ga
n 

C
ha

se
 c

an
, f

ro
m

 s
ta

rt
up

s 

to
 m

ul
ti

na
ti

on
al

s.
 F

ro
m

 th
e 

be
gi

n-
ni

ng
, w

e 
ca

n 
off

er
 b

an
ki

ng
, c

re
di

t 
an

d 
m

er
ch

an
t s

er
vi

ce
s 

al
on

g 
w

it
h 

a 
bu

si
ne

ss
 b

an
ke

r. 
W

e 
ha

ve
 d

ev
el

op
ed

 
ne

w
 p

ro
du

ct
s 

an
d 

se
rv

ic
es

 th
at

 m
ak

e 
it

 e
as

ie
r 

fo
r 

ou
r 

cu
st

om
er

s 
to

 m
an

ag
e 

an
d 

gr
ow

 th
ei

r 
bu

si
ne

ss
. C

ha
se

 B
us

i-
ne

ss
 Q

ui
ck

 C
ap

it
al

®
, p

ow
er

ed
 b

y 
ou

r 
pa

rt
ne

rs
hi

p 
w

it
h 

O
nD

ec
k,

 is
 a

 g
re

at
 

ex
am

pl
e,

 o
ff

er
in

g 
sa

m
e-

da
y 

ac
ce

ss
 to

 
sh

or
t-t

er
m

 lo
an

s.
 T

he
 n

ex
t s

te
p 

is
 to

 
ex

pa
nd

 in
to

 n
ew

 m
ar

ke
ts

 a
nd

 u
se

 
th

e 
po

w
er

 o
f 

C
ha

se
 to

 h
el

p 
ou

r 
bu

si
-

ne
ss

 c
us

to
m

er
s 

gr
ow

 a
nd

 th
ri

ve
.

Lo
ok

in
g 

ah
ea

d 
at

 o
ur

 a
m

bi
ti

on
s 

fo
r 

th
e 

ye
ar

, w
e 

ar
e 

gr
at

ef
ul

 fo
r 

ou
r 

le
ad

er
-

sh
ip

 p
os

it
io

n 
an

d 
ar

e 
re

ad
y 

to
 d

o 
m

or
e.

 A
s 

la
rg

e 
as

 w
e 

ar
e 

an
d 

as
 m

uc
h 

as
 w

e 
ha

ve
 g

ro
w

n,
 w

e 
kn

ow
 th

e 
be

st
 

da
ys

 a
re

 s
ti

ll 
to

 c
om

e.
 W

e 
ra

is
ed

 o
ur

 
m

ed
iu

m
-te

rm
 R

O
E 

ta
rg

et
 to

 2
5%

+ 
fr

om
 2

0%
+/

-, 
in

 p
ar

t d
ue

 to
 th

e 
im

pa
ct

 
of

 ta
x 

re
fo

rm
. W

it
h 

th
e 

st
re

ng
th

 o
f 

ou
r 

pr
od

uc
ts

, d
is

tr
ib

ut
io

n 
an

d 
br

an
d,

 
w

e 
kn

ow
 w

e 
ca

n 
ge

t t
he

re
.

T
he

 fi
rs

t s
te

p 
w

ill
 b

e 
ex

pa
nd

in
g 

ou
r 

al
re

ad
y 

si
za

bl
e 

te
ch

no
lo

gy
 in

ve
st

m
en

t. 
A

s 
a 

fi
rm

, w
e 

in
ve

st
 in

 e
xc

es
s 

of
 $

10
 

bi
lli

on
 a

nn
ua

lly
 in

 te
ch

no
lo

gy
. W

e 
ha

ve
 m

or
e 

th
an

 3
1,

00
0 

te
ch

no
lo

gi
st

s 
at

 th
e 

fi
rm

 in
 d

ev
el

op
m

en
t a

nd
 e

ng
i-

ne
er

in
g 

jo
bs

; t
ha

t n
um

be
r 

ha
s 

gr
ow

n 
ov

er
 ti

m
e,

 a
nd

 w
e 

ex
pe

ct
 to

 h
ir

e 
 

m
or

e 
pe

op
le

 in
 2

01
8.

 W
e 

ha
ve

 m
ov

ed
 

a 
nu

m
be

r 
of

 o
ur

 te
ch

no
lo

gy
 te

am
s 

to
 

an
 a

gi
le

 s
tr

uc
tu

re
, a

llo
w

in
g 

th
em

 to
 

be
 c

lo
se

r 
to

 th
e 

pr
od

uc
t o

w
ne

rs
 a

nd
 

sp
ee

di
ng

 u
p 

ti
m

e 
to

 m
ar

ke
t. 

T
hi

s 
ch

an
ge

 h
as

 e
na

bl
ed

 o
ur

 te
am

s 
to

 b
e 

10
0%

 fo
cu

se
d 

on
 th

ei
r 

pr
od

uc
ts

 a
nd

 
on

 d
el

iv
er

in
g 

fo
r 

ou
r 

cu
st

om
er

s.

To
 m

ai
nt

ai
n 

sp
ee

d 
an

d 
ad

ap
ta

bi
lit

y,
 

w
e 

ha
ve

 to
 fi

gh
t t

he
 in

st
it

ut
io

na
l 

dr
ag

 th
at

 s
lo

w
s 

bi
g 

co
m

pa
ni

es
 d

ow
n.

 
B

ur
ea

uc
ra

cy
 is

 li
ke

 a
 v

ir
us

. A
s 

so
on

 

be
co

m
in

g 
th

e 
ea

si
es

t b
an

k 
to

 d
o 

bu
si

ne
ss

 w
it

h.
 W

e 
w

ill
 d

o 
th

at
 b

y 
be

in
g 

ex
ce

lle
nt

 in
 s

ix
 c

or
e 

ar
ea

s 
 

w
e 

de
liv

er
 f

or
 c

us
to

m
er

s:
 b

ec
om

in
g 

a 
cu

st
om

er
, p

ay
in

g 
w

it
h 

C
ha

se
, o

w
n-

in
g 

a 
ho

m
e,

 o
w

ni
ng

 a
 c

ar
, g

ro
w

in
g 

w
ea

lt
h 

an
d 

gr
ow

in
g 

bu
si

ne
ss

es
.

B
ec

om
in

g 
a 

cu
st

om
er

 –
 N

o 
m

at
te

r 
ho

w
 c

us
to

m
er

s 
fi

nd
 u

s 
– 

in
 a

 b
ra

nc
h,

 
on

 o
ur

 a
pp

, o
n 

ch
as

e.
co

m
 o

r 
th

ro
ug

h 
a 

fr
ie

nd
 –

 w
e 

w
an

t t
o 

m
ak

e 
it

 e
as

y 
fo

r 
th

em
 to

 b
ec

om
e 

a 
cu

st
om

er
 a

nd
 s

ta
y 

w
it

h 
us

 th
ro

ug
ho

ut
 th

ei
r 

liv
es

. W
e 

w
ill

 c
on

ti
nu

e 
to

 in
ve

st
 in

 h
av

in
g 

a 
si

m
pl

e,
 f

as
t w

ay
 to

 d
ev

el
op

 th
is

 r
el

a-
ti

on
sh

ip
 a

cr
os

s 
C

ha
se

. E
ar

ly
 in

 2
01

8,
 

w
e 

st
ar

te
d 

us
in

g 
a 

si
m

pl
er

 d
ig

it
al

 
ap

pl
ic

at
io

n 
fo

r 
ou

r 
C

on
su

m
er

 c
he

ck
-

in
g 

an
d 

sa
vi

ng
s 

pr
od

uc
ts

. S
im

ila
r 

to
 

th
e 

B
us

in
es

s 
B

an
ki

ng
 a

pp
lic

at
io

n 
I 

m
en

ti
on

ed
 e

ar
lie

r, 
w

e 
ju

st
 s

tr
ea

m
-

lin
ed

 th
e 

pr
oc

es
s 

to
 m

ak
e 

it
 f

as
t a

nd
 

ea
sy

. E
ar

ly
 r

es
ul

ts
 h

av
e 

be
en

 b
ey

on
d 

ou
r 

ex
pe

ct
at

io
ns

, r
eq

ui
ri

ng
 o

nl
y 

a 
fe

w
 

m
in

ut
es

 fo
r 

ex
is

ti
ng

 c
us

to
m

er
s 

to
 a

dd
 

ch
ec

ki
ng

 o
r 

sa
vi

ng
s 

ac
co

un
ts

 a
nd

 
on

ly
 a

 f
ew

 m
in

ut
es

 lo
ng

er
 fo

r 
cu

st
om

-
er

s 
w

ho
 a

re
 n

ew
 to

 C
ha

se
 to

 jo
in

 u
s.

  
D

ur
in

g 
on

e 
da

y 
in

 F
eb

ru
ar

y,
 w

e 
op

en
ed

 tw
o 

ac
co

un
ts

 e
ve

ry
 m

in
ut

e.

Pa
yi

n
g 

w
it

h 
C

ha
se

 –
 H

el
pi

ng
 o

ur
 

cu
st

om
er

s 
pa

y 
fo

r 
th

in
gs

 is
 a

t t
he

  
ce

nt
er

 o
f 

ev
er

yt
hi

ng
 w

e 
do

. W
he

th
er

 
a 

cu
st

om
er

 p
ay

s 
an

 in
di

vi
du

al
, p

ur
-

ch
as

es
 a

 p
ro

du
ct

 o
r 

se
tt

le
s 

a 
bi

ll,
 it

 
sh

ou
ld

 b
e 

si
m

pl
e,

 q
ui

ck
 a

nd
 s

af
e.

 
Fo

rt
y 

pe
rc

en
t o

f 
C

ha
se

 c
us

to
m

er
s 

al
re

ad
y 

m
ov

e 
m

on
ey

 w
it

h 
us

. W
e 

ha
ve

 4
8 

m
ill

io
n 

ac
ti

ve
 c

re
di

t a
nd

 
de

bi
t c

ar
d 

cu
st

om
er

s, 
an

d 
m

or
e 

th
an

 
70

%
 o

f 
ou

r 
ac

ti
ve

 c
re

di
t c

ar
d 

cu
st

om
-

er
s 

us
e 

th
os

e 
ca

rd
s 

in
 m

ob
ile

 w
al

le
ts

 
or

 fo
r 

re
cu

rr
in

g 
bi

lls
 a

nd
 m

er
ch

an
t 

pa
ym

en
ts

. Z
el

le
 h

as
 b

ee
n 

ad
di

ng
 

ne
ar

ly
 1

00
,0

00
 u

se
rs

 e
ve

ry
 d

ay
, a

nd
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•  
Co
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er
 re

la
tio

ns
hi

ps
 w

ith
 

ne
ar

ly
 h

al
f o

f U
.S

. h
ou

se
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 b
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t c
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 p
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 d
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 b
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l f
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 c
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 f
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ra
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at
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an

sl
at

es
 in

to
 

gr
ea

te
r 

op
po

rt
un

it
y 

fo
r 

al
l. 

R
at

he
r, 

it
 

re
qu

ir
es

 d
el

ib
er

at
e 

ac
ti

on
 a

nd
 m

ea
n-

in
gf

ul
 c
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 c
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re
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l c
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 c
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. c
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re
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 m
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 C
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l o
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l c
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, m
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 C
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 o
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 p
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r d
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 d
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l p
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 d
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 m
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 m
os

t 
co

m
pr

eh
en

si
ve

 in
iti

at
iv

e 
to

 d
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 c
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 b
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 c
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l b
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l-p
ay

in
g 

jo
bs

.

M
ea

ni
ng

fu
l c
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 b
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 b
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l d
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 d
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d 
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itm
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r c
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 c
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r c
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 c
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 c
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t o
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 c
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 p
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 c
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 c
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w
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 p

ro
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 b
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 c

om
m

itm
en

t, 
JP

M
or

ga
n 

Ch
as

e 
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e 

im
pa

ct
 o

f s
us

ta
in

ab
ili

ty
 

eff
or

ts
 a

m
on

g 
m

or
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 c
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w
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e 

si
ze

, s
co

pe
 a

nd
 g

lo
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l r
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 c
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 c
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g 
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e 
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de
rs

ta
nd

 th
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p 
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 b
us

in
es

se
s 

an
d 

no
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r f
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r d
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ra
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ke

t f
ac

to
rs

, s
uc

h 
as

 in
te

re
st

 a
nd

 fo
re

ig
n 

ex
ch

an
ge

 r
at

es
, e

qu
it

y 
an

d 
co

m
m

od
it

y 
pr

ic
es

, c
re

di
t s

pr
ea

ds
 o

r 
im

pl
ie

d 
vo

la
til

iti
es

, o
n 

th
e 

va
lu

e 
of

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s 
he

ld
 fo

r 
bo

th
 th

e 
sh

or
t a

nd
 

lo
ng

 te
rm

.

12
1–

12
8

Co
un

tr
y 

ri
sk

Th
e 

fr
am

ew
or

k 
fo

r 
m

on
ito

ri
ng

 a
nd

 a
ss

es
si

ng
 h

ow
 fi

na
nc

ia
l, 

ec
on

om
ic

, p
ol

iti
ca

l o
r 

ot
he

r 
si

gn
ifi

ca
nt

 d
ev

el
op

m
en

ts
 

ad
ve

rs
el

y 
af

fe
ct

 th
e 

va
lu

e 
of

 th
e 

Fi
rm

’s
 e

xp
os

ur
es

 r
el

at
ed

 to
 a

 p
ar

tic
ul

ar
 c

ou
nt

ry
 o

r 
se

t o
f c

ou
nt

ri
es

. 
12

9–
13

0

O
pe

ra
tio

na
l r

is
k

Th
e 

ri
sk

 a
ss

oc
ia

te
d 

w
ith

 in
ad

eq
ua

te
 o

r 
fa

ile
d 

in
te

rn
al

 p
ro

ce
ss

es
, p

eo
pl

e 
an

d 
sy

st
em

s,
 o

r 
fr

om
 e

xt
er

na
l e

ve
nt

s.
 

13
1–

13
3

Co
m

pl
ia

nc
e 

ri
sk

Th
e 

ri
sk

 o
f f

ai
lu

re
 to

 c
om

pl
y 

w
ith

 a
pp

lic
ab

le
 la

w
s,

 r
ul

es
, a

nd
 r

eg
ul

at
io

ns
.

13
4

Co
nd

uc
t r

is
k

Th
e 

ri
sk

 th
at

 a
ny

 a
ct

io
n 

or
 in

ac
tio

n 
by

 a
n 

em
pl

oy
ee

 o
f t

he
 F

ir
m

 c
ou

ld
 le

ad
 to

 u
nf

ai
r 

cl
ie

nt
/c

us
to

m
er

 o
ut

co
m

es
, 

co
m

pr
om

is
e 

th
e 

Fi
rm

’s
 r

ep
ut

at
io

n,
 im

pa
ct

 th
e 

in
te

gr
it

y 
of

 th
e 

m
ar

ke
ts

 in
 w

hi
ch

 th
e 

Fi
rm

 o
pe

ra
te

s,
 o

r 
re

fle
ct

 p
oo

rl
y 

on
 

th
e 

Fi
rm

’s
 c

ul
tu

re
.

13
5

Le
ga

l r
is

k
Th

e 
ri

sk
 o

f l
os

s 
pr

im
ar

ily
 c

au
se

d 
by

 th
e 

ac
tu

al
 o

r 
al

le
ge

d 
fa

ilu
re

 to
 m

ee
t l

eg
al

 o
bl

ig
at

io
ns

 th
at

 a
ri

se
 fr

om
 th

e 
ru

le
 o

f l
aw

 
in

 ju
ri

sd
ic

tio
ns

 in
 w

hi
ch

 th
e 

Fi
rm

 o
pe

ra
te

s,
 a

gr
ee

m
en

ts
 w

ith
 c

lie
nt

s 
an

d 
cu

st
om

er
s,

 a
nd

 p
ro

du
ct

s 
an

d 
se

rv
ic

es
 o

ff
er

ed
 b

y 
th

e 
Fi

rm
. 

13
6

Es
tim

at
io

ns
 a

nd
 M

od
el

ri
sk

Th
e 

ri
sk

 o
f t

he
 p

ot
en

tia
l f

or
 a

dv
er

se
 c

on
se

qu
en

ce
s 

fr
om

 d
ec

is
io

ns
 b

as
ed

 o
n 

in
co

rr
ec

t o
r 

m
is

us
ed

 e
st

im
at

io
n 

ou
tp

ut
s.

13
7
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G
ov

er
na

nc
e 

an
d 

ov
er

si
gh

t
Th

e 
Fi

rm
’s

 o
ve

ra
ll 

ap
pe

tit
e 

fo
r 

ri
sk

 is
 g

ov
er

ne
d 

by
 a

 “
Ri

sk
 

A
pp

et
ite

” 
fr

am
ew

or
k.

 T
he

 fr
am

ew
or

k 
an

d 
th

e 
Fi

rm
’s

 r
is

k 
ap

pe
tit

e 
ar

e 
se

t a
nd

 a
pp

ro
ve

d 
by

 th
e 

Fi
rm

’s
 C

hi
ef

 E
xe

cu
tiv

e 
O

ff
ic

er
 (

“C
EO

”)
, C

hi
ef

 F
in

an
ci

al
 O

ff
ic

er
 (

“C
FO

”)
 a

nd
 C

hi
ef

 
Ri

sk
 O

ff
ic

er
 (

“C
RO

”)
. L

O
B-

le
ve

l r
is

k 
ap

pe
tit

e 
is

 s
et

 b
y 

th
e 

re
sp

ec
tiv

e 
LO

B 
CE

O
, C

FO
 a

nd
 C

RO
 a

nd
 is

 a
pp

ro
ve

d 
by

 th
e 

Fi
rm

’s
 C

EO
, C

FO
 a

nd
 C

RO
. Q

ua
nt

ita
tiv

e 
pa

ra
m

et
er

s 
an

d 
qu

al
ita

tiv
e 

fa
ct

or
s 

ar
e 

us
ed

 to
 m

on
ito

r 
an

d 
m

ea
su

re
 th

e 
Fi

rm
’s

 c
ap

ac
it

y 
to

 ta
ke

 r
is

k 
co

ns
is

te
nt

 w
ith

 it
s 

st
at

ed
 r

is
k 

ap
pe

tit
e.

 Q
ua

nt
ita

tiv
e 

pa
ra

m
et

er
s 

ha
ve

 b
ee

n 
es

ta
bl

is
he

d 
to

 
as

se
ss

 s
el

ec
t s

tr
at

eg
ic

 r
is

ks
, c

re
di

t r
is

ks
 a

nd
 m

ar
ke

t r
is

ks
. 

Q
ua

lit
at

iv
e 

fa
ct

or
s 

ha
ve

 b
ee

n 
es

ta
bl

is
he

d 
fo

r 
se

le
ct

 
op

er
at

io
na

l r
is

ks
, a

nd
 fo

r 
re

pu
ta

tio
n 

ri
sk

s.
 R

is
k 

A
pp

et
ite

 
re

su
lt

s 
ar

e 
re

po
rt

ed
 q

ua
rt

er
ly

 to
 th

e 
Bo

ar
d 

of
 D

ir
ec

to
rs

’ 
Ri

sk
 P

ol
ic

y 
Co

m
m

itt
ee

 (
“D

RP
C”

).
 

Th
e 

Fi
rm

 h
as

 a
n 

In
de

pe
nd

en
t R

is
k 

M
an

ag
em

en
t (

“I
RM

”)
 

fu
nc

tio
n,

 w
hi

ch
 c

on
si

st
s 

of
 th

e 
Ri

sk
 M

an
ag

em
en

t a
nd

 
Co

m
pl

ia
nc

e 
or

ga
ni

za
tio

ns
. T

he
 C

EO
 a

pp
oi

nt
s,

 s
ub

je
ct

 to
 

D
RP

C 
ap

pr
ov

al
, t

he
 F

ir
m

’s
 C

RO
 to

 le
ad

 th
e 

IR
M

 o
rg

an
iz

at
io

n 
an

d 
m

an
ag

e 
th

e 
ri

sk
 g

ov
er

na
nc

e 
fr

am
ew

or
k 

of
 th

e 
Fi

rm
. 

Th
e 

fr
am

ew
or

k 
is

 s
ub

je
ct

 to
 a

pp
ro

va
l b

y 
th

e 
D

RP
C 

in
 th

e 
fo

rm
 o

f t
he

 p
ri

m
ar

y 
ri

sk
 m

an
ag

em
en

t p
ol

ic
ie

s.
 T

he
 C

hi
ef

 
Co

m
pl

ia
nc

e 
O

ff
ic

er
 (

“C
CO

”)
, w

ho
 r

ep
or

ts
 to

 th
e 

CR
O

, i
s 

al
so

 
re

sp
on

si
bl

e 
fo

r 
re

po
rt

in
g 

to
 th

e 
Au

di
t C

om
m

itt
ee

 fo
r 

th
e 

Gl
ob

al
 C

om
pl

ia
nc

e 
Pr

og
ra

m
. T

he
 F

ir
m

’s
 G

lo
ba

l C
om

pl
ia

nc
e 

Pr
og

ra
m

 fo
cu

se
s 

on
 o

ve
rs

ee
in

g 
co

m
pl

ia
nc

e 
w

ith
 la

w
s,

 r
ul

es
 

an
d 

re
gu

la
tio

ns
 a

pp
lic

ab
le

 to
 th

e 
Fi

rm
’s

 p
ro

du
ct

s 
an

d 
se

rv
ic

es
 to

 c
lie

nt
s 

an
d 

co
un

te
rp

ar
tie

s.
 

Th
e 

Fi
rm

 p
la

ce
s 

re
lia

nc
e 

on
 e

ac
h 

of
 it

s 
LO

Bs
 a

nd
 o

th
er

 
fu

nc
tio

na
l a

re
as

 g
iv

in
g 

ri
se

 to
 r

is
k.

 E
ac

h 
LO

B 
an

d 
ot

he
r 

fu
nc

tio
na

l a
re

a 
gi

vi
ng

 r
is

e 
to

 r
is

k 
is

 e
xp

ec
te

d 
to

 o
pe

ra
te

 
w

ith
in

 th
e 

pa
ra

m
et

er
s 

id
en

tif
ie

d 
by

 th
e 

IR
M

 fu
nc

tio
n,

 a
nd

 
w

ith
in

 it
s 

ow
n 

m
an

ag
em

en
t-

id
en

tif
ie

d 
ri

sk
 a

nd
 c

on
tr

ol
 

st
an

da
rd

s.
 T

he
 L

O
Bs

, i
nc

lu
si

ve
 o

f L
O

B 
al

ig
ne

d 
O

pe
ra

tio
ns

, 
Te

ch
no

lo
gy

 a
nd

 O
ve

rs
ig

ht
 &

 C
on

tr
ol

s,
 a

re
 th

e 
“f

ir
st

 li
ne

 o
f 

de
fe

ns
e”

 in
 id

en
tif

yi
ng

 a
nd

 m
an

ag
in

g 
th

e 
ri

sk
 in

 th
ei

r 
ac

tiv
iti

es
, i

nc
lu

di
ng

 b
ut

 n
ot

 li
m

ite
d 

to
 a

pp
lic

ab
le

 la
w

s,
 r

ul
es

 
an

d 
re

gu
la

tio
ns

.  

Th
e 

IR
M

 fu
nc

tio
n 

is
 in

de
pe

nd
en

t o
f t

he
 b

us
in

es
se

s 
an

d 
fo

rm
s 

“t
he

 s
ec

on
d 

lin
e 

of
 d

ef
en

se
”.

 T
he

 IR
M

 fu
nc

tio
n 

se
ts

 
an

d 
ov

er
se

es
 v

ar
io

us
 s

ta
nd

ar
ds

 fo
r 

th
e 

ri
sk

 g
ov

er
na

nc
e 

fr
am

ew
or

k,
 in

cl
ud

in
g 

ri
sk

 p
ol

ic
y,

 id
en

tif
ic

at
io

n,
 

m
ea

su
re

m
en

t,
 a

ss
es

sm
en

t,
 te

st
in

g,
 li

m
it 

se
tt

in
g,

 m
on

ito
ri

ng
 

an
d 

re
po

rt
in

g,
 a

nd
 c

on
du

ct
s 

in
de

pe
nd

en
t c

ha
lle

ng
e 

of
 

ad
he

re
nc

e 
to

 s
uc

h 
st

an
da

rd
s.

 

Th
e 

In
te

rn
al

 A
ud

it 
fu

nc
tio

n 
op

er
at

es
 in

de
pe

nd
en

tl
y 

fr
om

 
ot

he
r 

pa
rt

s 
of

 th
e 

Fi
rm

 a
nd

 p
er

fo
rm

s 
in

de
pe

nd
en

t t
es

tin
g 

an
d 

ev
al

ua
tio

n 
of

 fi
rm

w
id

e 
pr

oc
es

se
s 

an
d 

co
nt

ro
ls

 a
cr

os
s 

th
e 

en
tir

e 
en

te
rp

ri
se

 a
s 

th
e 

Fi
rm

’s
 “

th
ir

d 
lin

e 
of

 d
ef

en
se

” 
in

 
m

an
ag

in
g 

ri
sk

. T
he

 In
te

rn
al

 A
ud

it 
Fu

nc
tio

n 
is

 h
ea

de
d 

by
 th

e 
Ge

ne
ra

l A
ud

ito
r, 

w
ho

 r
ep

or
ts

 to
 th

e 
Au

di
t C

om
m

itt
ee

. 

In
 a

dd
iti

on
, t

he
re

 a
re

 o
th

er
 fu

nc
tio

ns
 th

at
 c

on
tr

ib
ut

e 
to

 th
e 

fir
m

w
id

e 
co

nt
ro

l e
nv

ir
on

m
en

t i
nc

lu
di

ng
 F

in
an

ce
, H

um
an

 
Re

so
ur

ce
s,

 L
eg

al
, a

nd
 C

or
po

ra
te

 O
ve

rs
ig

ht
 &

 C
on

tr
ol

.



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

78
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

Th
e 

in
de

pe
nd

en
t s

ta
tu

s 
of

 th
e 

IR
M

 fu
nc

tio
n 

is
 s

up
po

rt
ed

 b
y 

a 
go

ve
rn

an
ce

 s
tr

uc
tu

re
 th

at
 p

ro
vi

de
s 

fo
r 

es
ca

la
tio

n 
of

 r
is

k 
is

su
es

 to
 

se
ni

or
 m

an
ag

em
en

t,
 th

e 
Fi

rm
w

id
e 

Ri
sk

 C
om

m
itt

ee
, a

nd
 th

e 
Bo

ar
d 

of
 D

ir
ec

to
rs

, a
s 

ap
pr

op
ri

at
e.

 

Th
e 

ch
ar

t b
el

ow
 il

lu
st

ra
te

s 
th

e 
Bo

ar
d 

of
 D

ir
ec

to
rs

 a
nd

 k
ey

 s
en

io
r 

m
an

ag
em

en
t l

ev
el

 c
om

m
itt

ee
s 

in
 th

e 
Fi

rm
’s

 r
is

k 
go

ve
rn

an
ce

 
st

ru
ct

ur
e.

 In
 a

dd
iti

on
, t

he
re

 a
re

 o
th

er
 c

om
m

itt
ee

s,
 fo

ru
m

s 
an

d 
pa

th
s 

of
 e

sc
al

at
io

n 
th

at
 s

up
po

rt
 th

e 
ov

er
si

gh
t o

f r
is

k,
 n

ot
 s

ho
w

n 
in

 th
e 

ch
ar

t b
el

ow
.  

Th
e 

Fi
rm

’s
 O

pe
ra

tin
g 

Co
m

m
itt

ee
, w

hi
ch

 c
on

si
st

s 
of

 th
e 

Fi
rm

’s
 C

EO
, C

RO
, C

FO
 a

nd
 o

th
er

 s
en

io
r 

ex
ec

ut
iv

es
, i

s 
th

e 
ul

tim
at

e 
m

an
ag

em
en

t e
sc

al
at

io
n 

po
in

t i
n 

th
e 

Fi
rm

 a
nd

 m
ay

 
re

fe
r 

m
at

te
rs

 to
 th

e 
Fi

rm
’s

 B
oa

rd
 o

f D
ir

ec
to

rs
. T

he
 

O
pe

ra
tin

g 
Co

m
m

itt
ee

 is
 a

cc
ou

nt
ab

le
 to

 th
e 

Fi
rm

’s
 B

oa
rd

 o
f 

D
ir

ec
to

rs
. 

Th
e 

Bo
ar

d 
of

 D
ir

ec
to

rs
 p

ro
vi

de
s 

ov
er

si
gh

t o
f r

is
k 

pr
in

ci
pa

lly
 

th
ro

ug
h 

th
e 

D
RP

C,
 th

e 
Au

di
t C

om
m

itt
ee

 a
nd

, w
ith

 r
es

pe
ct

 to
 

co
m

pe
ns

at
io

n 
an

d 
ot

he
r 

m
an

ag
em

en
t-

re
la

te
d 

m
at

te
rs

, t
he

 
Co

m
pe

ns
at

io
n 

&
 M

an
ag

em
en

t D
ev

el
op

m
en

t C
om

m
itt

ee
. 

Ea
ch

 c
om

m
itt

ee
 o

f t
he

 B
oa

rd
 o

ve
rs

ee
s 

re
pu

ta
tio

n 
ri

sk
 a

nd
 

co
nd

uc
t r

is
k 

is
su

es
 w

ith
in

 it
s 

sc
op

e 
of

 r
es

po
ns

ib
ili

ty
.

Th
e 

D
ir

ec
to

rs
’ R

is
k 

Po
lic

y 
Co

m
m

itt
ee

 o
f t

he
 B

oa
rd

 o
ve

rs
ee

s 
th

e 
Fi

rm
’s

 g
lo

ba
l r

is
k 

m
an

ag
em

en
t f

ra
m

ew
or

k 
an

d 
ap

pr
ov

es
 

th
e 

pr
im

ar
y 

ri
sk

 m
an

ag
em

en
t p

ol
ic

ie
s 

of
 th

e 
Fi

rm
. T

he
 

Co
m

m
itt

ee
’s

 r
es

po
ns

ib
ili

tie
s 

in
cl

ud
e 

ov
er

si
gh

t o
f 

m
an

ag
em

en
t’s

 e
xe

rc
is

e 
of

 it
s 

re
sp

on
si

bi
lit

y 
to

 a
ss

es
s 

an
d 

m
an

ag
e 

th
e 

Fi
rm

’s
 r

is
ks

, a
nd

 it
s 

ca
pi

ta
l a

nd
 li

qu
id

it
y 

pl
an

ni
ng

 a
nd

 a
na

ly
si

s.
 B

re
ac

he
s 

in
 r

is
k 

ap
pe

tit
e,

 li
qu

id
it

y 
is

su
es

 th
at

 m
ay

 h
av

e 
a 

m
at

er
ia

l a
dv

er
se

 im
pa

ct
 o

n 
th

e 
Fi

rm
 

an
d 

ot
he

r 
si

gn
ifi

ca
nt

 r
is

k-
re

la
te

d 
m

at
te

rs
 a

re
 e

sc
al

at
ed

 to
 

th
e 

D
RP

C.
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Th
e 

Au
di

t C
om

m
itt

ee
 o

f t
he

 B
oa

rd
 a

ss
is

ts
 th

e 
Bo

ar
d 

in
 it

s 
ov

er
si

gh
t o

f m
an

ag
em

en
t’s

 r
es

po
ns

ib
ili

tie
s 

to
 a

ss
ur

e 
th

at
 

th
er

e 
is

 a
n 

ef
fe

ct
iv

e 
sy

st
em

 o
f c

on
tr

ol
s 

re
as

on
ab

ly
 d

es
ig

ne
d 

to
 s

af
eg

ua
rd

 th
e 

as
se

ts
 a

nd
 in

co
m

e 
of

 th
e 

Fi
rm

, a
ss

ur
e 

th
e 

in
te

gr
it

y 
of

 th
e 

Fi
rm

’s
 fi

na
nc

ia
l s

ta
te

m
en

ts
 a

nd
 m

ai
nt

ai
n 

co
m

pl
ia

nc
e 

w
ith

 th
e 

Fi
rm

’s
 e

th
ic

al
 s

ta
nd

ar
ds

, p
ol

ic
ie

s,
 p

la
ns

 
an

d 
pr

oc
ed

ur
es

, a
nd

 w
ith

 la
w

s 
an

d 
re

gu
la

tio
ns

. I
n 

ad
di

tio
n,

 
th

e 
Au

di
t C

om
m

itt
ee

 a
ss

is
ts

 th
e 

Bo
ar

d 
in

 it
s 

ov
er

si
gh

t o
f t

he
 

Fi
rm

’s
 in

de
pe

nd
en

t r
eg

is
te

re
d 

pu
bl

ic
 a

cc
ou

nt
in

g 
fir

m
’s

 
qu

al
ifi

ca
tio

ns
, i

nd
ep

en
de

nc
e 

an
d 

pe
rf

or
m

an
ce

, a
nd

 o
f t

he
 

pe
rf

or
m

an
ce

 o
f t

he
 F

ir
m

’s
 In

te
rn

al
 A

ud
it 

fu
nc

tio
n.

Th
e 

Co
m

pe
ns

at
io

n 
&

 M
an

ag
em

en
t D

ev
el

op
m

en
t C

om
m

itt
ee

 
(“

CM
D

C”
) a

ss
is

ts
 th

e 
Bo

ar
d 

in
 it

s 
ov

er
si

gh
t o

f t
he

 F
ir

m
’s

 
co

m
pe

ns
at

io
n 

pr
og

ra
m

s 
an

d 
re

vi
ew

s 
an

d 
ap

pr
ov

es
 th

e 
Fi

rm
’s

 o
ve

ra
ll 

co
m

pe
ns

at
io

n 
ph

ilo
so

ph
y,

 in
ce

nt
iv

e 
co

m
pe

ns
at

io
n 

po
ol

s,
 a

nd
 c

om
pe

ns
at

io
n 

pr
ac

tic
es

 c
on

si
st

en
t 

w
ith

 k
ey

 b
us

in
es

s 
ob

je
ct

iv
es

 a
nd

 s
af

et
y 

an
d 

so
un

dn
es

s.
 T

he
 

CM
D

C 
re

vi
ew

s 
O

pe
ra

tin
g 

Co
m

m
itt

ee
 m

em
be

rs
’ p

er
fo

rm
an

ce
 

ag
ai

ns
t t

he
ir

 g
oa

ls
, a

nd
 a

pp
ro

ve
s 

th
ei

r 
co

m
pe

ns
at

io
n 

aw
ar

ds
. T

he
 C

M
D

C 
al

so
 p

er
io

di
ca

lly
 r

ev
ie

w
s 

th
e 

Fi
rm

’s
 

di
ve

rs
it

y 
pr

og
ra

m
s 

an
d 

m
an

ag
em

en
t d

ev
el

op
m

en
t a

nd
 

su
cc

es
si

on
 p

la
nn

in
g,

 a
nd

 p
ro

vi
de

s 
ov

er
si

gh
t o

f t
he

 F
ir

m
’s

 
cu

lt
ur

e 
an

d 
co

nd
uc

t p
ro

gr
am

s.

A
m

on
g 

th
e 

Fi
rm

’s
 s

en
io

r 
m

an
ag

em
en

t-
le

ve
l c

om
m

itt
ee

s 
th

at
 

ar
e 

pr
im

ar
ily

 r
es

po
ns

ib
le

 fo
r 

ke
y 

ri
sk

-r
el

at
ed

 fu
nc

tio
ns

 a
re

:

Th
e 

Fi
rm

w
id

e 
Ri

sk
 C

om
m

itt
ee

 (“
FR

C”
) i

s 
th

e 
Fi

rm
’s

 h
ig

he
st

 
m

an
ag

em
en

t-
le

ve
l r

is
k 

co
m

m
itt

ee
. I

t p
ro

vi
de

s 
ov

er
si

gh
t o

f 
th

e 
ri

sk
s 

in
he

re
nt

 in
 th

e 
Fi

rm
’s

 b
us

in
es

se
s.

 T
he

 F
RC

 is
 c

o-
ch

ai
re

d 
by

 th
e 

Fi
rm

’s
 C

EO
 a

nd
 C

RO
. T

he
 F

RC
 s

er
ve

s 
as

 a
n 

es
ca

la
tio

n 
po

in
t f

or
 r

is
k 

to
pi

cs
 a

nd
 is

su
es

 r
ai

se
d 

by
 it

s 
m

em
be

rs
, t

he
 L

in
e 

of
 B

us
in

es
s 

Ri
sk

 C
om

m
itt

ee
s,

 F
ir

m
w

id
e 

Co
nt

ro
l C

om
m

itt
ee

, F
ir

m
w

id
e 

Fi
du

ci
ar

y 
Ri

sk
 G

ov
er

na
nc

e 
Co

m
m

itt
ee

, F
ir

m
w

id
e 

Es
tim

at
io

ns
 R

is
k 

Co
m

m
itt

ee
, C

ul
tu

re
 

an
d 

Co
nd

uc
t R

is
k 

Co
m

m
itt

ee
 a

nd
 r

eg
io

na
l R

is
k 

Co
m

m
itt

ee
s,

 
as

 a
pp

ro
pr

ia
te

. T
he

 F
RC

 e
sc

al
at

es
 s

ig
ni

fic
an

t i
ss

ue
s 

to
 th

e 
D

RP
C,

 a
s 

ap
pr

op
ri

at
e.

Th
e 

Fi
rm

w
id

e 
Co

nt
ro

l C
om

m
itt

ee
 (“

FC
C”

) p
ro

vi
de

s 
a 

fo
ru

m
 

fo
r 

se
ni

or
 m

an
ag

em
en

t t
o 

re
vi

ew
 a

nd
 d

is
cu

ss
 fi

rm
w

id
e 

op
er

at
io

na
l r

is
ks

, i
nc

lu
di

ng
 e

xi
st

in
g 

an
d 

em
er

gi
ng

 is
su

es
 

an
d 

op
er

at
io

na
l r

is
k 

m
et

ri
cs

, a
nd

 to
 r

ev
ie

w
 o

pe
ra

tio
na

l r
is

k 
m

an
ag

em
en

t e
xe

cu
tio

n 
in

 th
e 

co
nt

ex
t o

f t
he

 O
pe

ra
tio

na
l 

Ri
sk

 M
an

ag
em

en
t F

ra
m

ew
or

k 
(“

O
RM

F”
).

 T
he

 O
RM

F 
pr

ov
id

es
 

th
e 

fr
am

ew
or

k 
fo

r 
th

e 
go

ve
rn

an
ce

, r
is

k 
id

en
tif

ic
at

io
n 

an
d 

as
se

ss
m

en
t,

 m
ea

su
re

m
en

t,
 m

on
ito

ri
ng

 a
nd

 r
ep

or
tin

g 
of

 
op

er
at

io
na

l r
is

k.
 T

he
 F

CC
 is

 c
o-

ch
ai

re
d 

by
 th

e 
Ch

ie
f C

on
tr

ol
 

O
ff

ic
er

 a
nd

 th
e 

Fi
rm

w
id

e 
Ri

sk
 E

xe
cu

tiv
e 

fo
r 

O
pe

ra
tio

na
l R

is
k 

Go
ve

rn
an

ce
. T

he
 F

CC
 r

el
ie

s 
on

 th
e 

pr
om

pt
 e

sc
al

at
io

n 
of

 
op

er
at

io
na

l r
is

k 
an

d 
co

nt
ro

l i
ss

ue
s 

fr
om

 b
us

in
es

se
s 

an
d 

fu
nc

tio
ns

 a
s 

th
e 

pr
im

ar
y 

ow
ne

rs
 o

f t
he

 o
pe

ra
tio

na
l r

is
k.

 
O

pe
ra

tio
na

l r
is

k 
an

d 
co

nt
ro

l i
ss

ue
s 

m
ay

 b
e 

es
ca

la
te

d 
by

 
bu

si
ne

ss
 o

r 
fu

nc
tio

n 
co

nt
ro

l c
om

m
itt

ee
s 

to
 th

e 
FC

C,
 w

hi
ch

 in
 

tu
rn

, m
ay

 e
sc

al
at

e 
to

 th
e 

FR
C,

 a
s 

ap
pr

op
ri

at
e.

Th
e 

Fi
rm

w
id

e 
Fi

du
ci

ar
y 

Ri
sk

 G
ov

er
na

nc
e 

Co
m

m
itt

ee
 

(“
FF

RG
C”

) i
s 

a 
fo

ru
m

 fo
r 

ri
sk

 m
at

te
rs

 r
el

at
ed

 to
 th

e 
Fi

rm
’s

 
fid

uc
ia

ry
 a

ct
iv

iti
es

. T
he

 F
FR

GC
 o

ve
rs

ee
s 

th
e 

fir
m

w
id

e 
fid

uc
ia

ry
 r

is
k 

go
ve

rn
an

ce
 fr

am
ew

or
k,

 w
hi

ch
 s

up
po

rt
s 

th
e 

co
ns

is
te

nt
 id

en
tif

ic
at

io
n 

an
d 

es
ca

la
tio

n 
of

 fi
du

ci
ar

y 
ri

sk
 

is
su

es
 b

y 
th

e 
re

le
va

nt
 li

ne
s 

of
 b

us
in

es
s;

 a
pp

ro
ve

s 
ri

sk
 o

r 
co

m
pl

ia
nc

e 
po

lic
y 

ex
ce

pt
io

ns
 r

eq
ui

ri
ng

 F
FR

GC
 a

pp
ro

va
l; 

ap
pr

ov
es

 th
e 

sc
op

e 
an

d/
or

 e
xp

an
si

on
 o

f t
he

 F
ir

m
’s

 fi
du

ci
ar

y 
fr

am
ew

or
k;

 a
nd

 r
ev

ie
w

s 
m

et
ri

cs
 to

 tr
ac

k 
fid

uc
ia

ry
 a

ct
iv

it
y 

an
d 

is
su

e 
re

so
lu

tio
n 

Fi
rm

w
id

e.
 T

he
 F

FR
GC

 is
 c

o-
ch

ai
re

d 
by

 
th

e 
A

ss
et

 M
an

ag
em

en
t C

EO
 a

nd
 th

e 
A

ss
et

 &
 W

ea
lt

h 
M

an
ag

em
en

t C
RO

. T
he

 F
FR

GC
 e

sc
al

at
es

 s
ig

ni
fic

an
t f

id
uc

ia
ry

 
is

su
es

 to
 th

e 
FR

C,
 th

e 
D

RP
C 

an
d 

th
e 

Au
di

t C
om

m
itt

ee
, a

s 
ap

pr
op

ri
at

e.

Th
e 

Fi
rm

w
id

e 
Es

tim
at

io
ns

 R
is

k 
Co

m
m

itt
ee

 (“
FE

RC
”)

 r
ev

ie
w

s 
an

d 
ov

er
se

es
 g

ov
er

na
nc

e 
an

d 
ex

ec
ut

io
n 

ac
tiv

iti
es

 r
el

at
ed

 to
 

m
od

el
s 

an
d 

ce
rt

ai
n 

an
al

yt
ic

al
 a

nd
 ju

dg
m

en
t b

as
ed

 
es

tim
at

io
ns

, s
uc

h 
as

 th
os

e 
us

ed
 in

 r
is

k 
m

an
ag

em
en

t,
 b

ud
ge

t 
fo

re
ca

st
in

g 
an

d 
ca

pi
ta

l p
la

nn
in

g 
an

d 
an

al
ys

is
. T

he
 F

ER
C 

is
 

ch
ai

re
d 

by
 th

e 
Fi

rm
w

id
e 

Ri
sk

 E
xe

cu
tiv

e 
fo

r 
M

od
el

 R
is

k 
Go

ve
rn

an
ce

 a
nd

 R
ev

ie
w

. T
he

 F
ER

C 
se

rv
es

 a
s 

an
 e

sc
al

at
io

n 
ch

an
ne

l f
or

 r
el

ev
an

t t
op

ic
s 

an
d 

is
su

es
 r

ai
se

d 
by

 it
s 

m
em

be
rs

 
an

d 
th

e 
Li

ne
 o

f B
us

in
es

s 
Es

tim
at

io
n 

Ri
sk

 C
om

m
itt

ee
s.

 T
he

 
FE

RC
 e

sc
al

at
es

 s
ig

ni
fic

an
t i

ss
ue

s 
to

 th
e 

FR
C,

 a
s 

ap
pr

op
ri

at
e.

Th
e 

Cu
ltu

re
 a

nd
 C

on
du

ct
 R

is
k 

Co
m

m
itt

ee
 (“

CC
RC

”)
 p

ro
vi

de
s 

ov
er

si
gh

t o
f c

ul
tu

re
 a

nd
 c

on
du

ct
 in

iti
at

iv
es

 to
 d

ev
el

op
 a

 
m

or
e 

ho
lis

tic
 v

ie
w

 o
f c

on
du

ct
 r

is
ks

 a
nd

 to
 c

on
ne

ct
 k

ey
 

pr
og

ra
m

s 
ac

ro
ss

 th
e 

Fi
rm

 to
 id

en
tif

y 
op

po
rt

un
iti

es
 a

nd
 

em
er

gi
ng

 a
re

as
 fo

r 
fo

cu
s.

 T
he

 C
CR

C 
is

 c
o-

ch
ai

re
d 

by
 th

e 
Ch

ie
f C

ul
tu

re
 &

 C
on

du
ct

 O
ff

ic
er

 a
nd

 th
e 

Co
nd

uc
t R

is
k 

Co
m

pl
ia

nc
e 

Ex
ec

ut
iv

e.
 T

he
 C

CR
C 

es
ca

la
te

s 
si

gn
ifi

ca
nt

 is
su

es
 

to
 th

e 
FR

C,
 a

s 
ap

pr
op

ri
at

e.

Li
ne

 o
f B

us
in

es
s 

an
d 

Re
gi

on
al

 R
is

k 
Co

m
m

itt
ee

s 
re

vi
ew

 th
e 

w
ay

s 
in

 w
hi

ch
 th

e 
pa

rt
ic

ul
ar

 li
ne

 o
f b

us
in

es
s 

or
 th

e 
bu

si
ne

ss
 

op
er

at
in

g 
in

 a
 p

ar
tic

ul
ar

 r
eg

io
n 

co
ul

d 
be

 e
xp

os
ed

 to
 a

dv
er

se
 

ou
tc

om
es

 w
ith

 a
 fo

cu
s 

on
 id

en
tif

yi
ng

, a
cc

ep
tin

g,
 e

sc
al

at
in

g 
an

d/
or

 r
eq

ui
ri

ng
 r

em
ed

ia
tio

n 
of

 m
at

te
rs

 b
ro

ug
ht

 to
 th

es
e 

co
m

m
itt

ee
s.

 T
he

se
 c

om
m

itt
ee

s 
m

ay
 e

sc
al

at
e 

to
 th

e 
FR

C,
 a

s 
ap

pr
op

ri
at

e.
 L

O
B 

ri
sk

 c
om

m
itt

ee
s 

ar
e 

co
-c

ha
ir

ed
 b

y 
th

e 
LO

B 
CE

O
 a

nd
 th

e 
LO

B 
CR

O
. E

ac
h 

LO
B 

ri
sk

 c
om

m
itt

ee
 m

ay
 c

re
at

e 
su

b-
co

m
m

itt
ee

s 
w

ith
 r

eq
ui

re
m

en
ts

 fo
r 

es
ca

la
tio

n.
 T

he
 

re
gi

on
al

 c
om

m
itt

ee
s 

ar
e 

es
ta

bl
is

he
d 

si
m

ila
rl

y,
 a

s 
ap

pr
op

ri
at

e,
 fo

r 
th

e 
re

gi
on

.

In
 a

dd
iti

on
, e

ac
h 

lin
e 

of
 b

us
in

es
s 

an
d 

fu
nc

tio
n 

is
 re

qu
ir

ed
 to

 
ha

ve
 a

 C
on

tr
ol

 C
om

m
itt

ee
. T

he
se

 c
on

tr
ol

 c
om

m
itt

ee
s 

ov
er

se
e 

th
e 

co
nt

ro
l e

nv
ir

on
m

en
t o

f t
he

ir
 r

es
pe

ct
iv

e 
bu

si
ne

ss
 o

r 
fu

nc
tio

n.
 A

s 
pa

rt
 o

f t
ha

t m
an

da
te

, t
he

y 
ar

e 
re

sp
on

si
bl

e 
fo

r 
re

vi
ew

in
g 

da
ta

 w
hi

ch
 in

di
ca

te
s 

th
e 

qu
al

it
y 

an
d 

st
ab

ili
ty

 o
f t

he
 p

ro
ce

ss
es

 in
 a

 b
us

in
es

s 
or

 fu
nc

tio
n,

 
re

vi
ew

in
g 

ke
y 

op
er

at
io

na
l r

is
k 

is
su

es
 a

nd
 fo

cu
si

ng
 o

n 
pr

oc
es

se
s 

w
ith

 s
ho

rt
co

m
in

gs
 a

nd
 o

ve
rs

ee
in

g 
pr

oc
es

s 
re

m
ed

ia
tio

n.
 T

he
se

 c
om

m
itt

ee
s 

es
ca

la
te

 is
su

es
 to

 th
e 

FC
C,

 
as

 a
pp

ro
pr

ia
te

.



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

80
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

Th
e 

Fi
rm

w
id

e 
As

se
t L

ia
bi

lit
y 

Co
m

m
itt

ee
 (“

AL
CO

”)
, c

ha
ir

ed
 b

y 
th

e 
Fi

rm
’s

 T
re

as
ur

er
 a

nd
 C

hi
ef

 In
ve

st
m

en
t O

ff
ic

er
 u

nd
er

 th
e 

di
re

ct
io

n 
of

 th
e 

CF
O

, m
on

ito
rs

 th
e 

Fi
rm

’s
 b

al
an

ce
 s

he
et

, 
liq

ui
di

ty
 r

is
k 

an
d 

st
ru

ct
ur

al
 in

te
re

st
 r

at
e 

ri
sk

. A
LC

O
 r

ev
ie

w
s 

th
e 

Fi
rm

’s
 o

ve
ra

ll 
st

ru
ct

ur
al

 in
te

re
st

 r
at

e 
ri

sk
 p

os
iti

on
, a

nd
 

th
e 

Fi
rm

’s
 fu

nd
in

g 
re

qu
ir

em
en

ts
 a

nd
 s

tr
at

eg
y.

 A
LC

O
 is

 
re

sp
on

si
bl

e 
fo

r 
re

vi
ew

in
g 

an
d 

ap
pr

ov
in

g 
th

e 
Fi

rm
’s

 F
un

ds
 

Tr
an

sf
er

 P
ri

ci
ng

 P
ol

ic
y 

(t
hr

ou
gh

 w
hi

ch
 li

ne
s 

of
 b

us
in

es
s 

“t
ra

ns
fe

r”
 in

te
re

st
 r

at
e 

ri
sk

 a
nd

 li
qu

id
it

y 
ri

sk
 to

 T
re

as
ur

y 
an

d 
CI

O
),

 th
e 

Fi
rm

’s
 In

te
rc

om
pa

ny
 F

un
di

ng
 a

nd
 L

iq
ui

di
ty

 
Po

lic
y 

an
d 

th
e 

Fi
rm

’s
 C

on
tin

ge
nc

y 
Fu

nd
in

g 
Pl

an
.

Th
e 

Fi
rm

w
id

e 
Ca

pi
ta

l G
ov

er
na

nc
e 

Co
m

m
itt

ee
, c

ha
ir

ed
 b

y 
th

e 
H

ea
d 

of
 th

e 
Re

gu
la

to
ry

 C
ap

ita
l M

an
ag

em
en

t O
ff

ic
e,

 is
 

re
sp

on
si

bl
e 

fo
r 

re
vi

ew
in

g 
th

e 
Fi

rm
’s

 C
ap

ita
l M

an
ag

em
en

t 
Po

lic
y 

an
d 

th
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t r
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 c
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e 

cy
cl

e 
an

d 
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;
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f f
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;
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l d
is

tr
ib

ut
io

n 
ob

je
ct

iv
es

; a
nd

• 
M

ai
nt

ai
n 

su
ff

ic
ie

nt
 c
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 p
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ra
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 c
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l r
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 b
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 c
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at
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 r
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m
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 c
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Ad
ju

st
ed

 a
ve

ra
ge

 a
ss

et
s,

 fo
r 
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rp
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f c
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tin

g 
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e 
Ti
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 1
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ra
ge
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at
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ra
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re
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 d
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 o
pe

ra
tin

g 
lo

ss
es

 (
“N

O
Ls

”)
.

(b
) 

Th
e 

Ti
er

 1
 le

ve
ra

ge
 r

at
io

 is
 c
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 c
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l l
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ag
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ge
 8

8.
(d
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e 

ca
se

 o
f t

he
 S

LR
, t

he
 F

ul
ly

 P
ha

se
d-

In
 m

in
im

um
 r

at
io

 is
 e

ff
ec

tiv
e 

Ja
nu

ar
y 

1,
 2

01
8.



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

84
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

St
ra

te
gy

 a
nd

 g
ov

er
na

nc
e

Th
e 

Fi
rm

’s
 C

EO
, t

og
et

he
r 

w
ith

 th
e 

Bo
ar

d 
of

 D
ir

ec
to

rs
 a

nd
 

th
e 

O
pe

ra
tin

g 
Co

m
m

itt
ee

, e
st

ab
lis

he
s 

pr
in

ci
pl

es
 a

nd
 

gu
id

el
in

es
 fo

r 
ca

pi
ta

l p
la

nn
in

g,
 is

su
an

ce
, u

sa
ge

 a
nd

 
di

st
ri

bu
tio

ns
, a

nd
 m

in
im

um
 c

ap
ita

l t
ar

ge
ts

 fo
r 

th
e 

le
ve

l a
nd

 
co

m
po

si
tio

n 
of

 c
ap

ita
l i

n 
bu

si
ne

ss
-a

s-
us

ua
l a

nd
 h

ig
hl

y 
st

re
ss

ed
 e

nv
ir

on
m

en
ts

. T
he

 D
RP

C 
re

vi
ew

s 
an

d 
ap

pr
ov

es
 th

e 
ca

pi
ta

l m
an

ag
em

en
t a

nd
 g

ov
er

na
nc

e 
po

lic
y 

of
 th

e 
Fi

rm
. T

he
 

Fi
rm

’s
 A

ud
it 

Co
m

m
itt

ee
 is

 r
es

po
ns

ib
le

 fo
r 

re
vi

ew
in

g 
an

d 
ap

pr
ov

in
g 

th
e 

ca
pi

ta
l s

tr
es

s 
te

st
in

g 
co

nt
ro

l f
ra

m
ew

or
k.

Th
e 

Ca
pi

ta
l G

ov
er

na
nc

e 
Co

m
m

itt
ee

 a
nd

 th
e 

Re
gu

la
to

ry
 

Ca
pi

ta
l M

an
ag

em
en

t O
ff

ic
e 

(“
RC

M
O

”)
 s

up
po

rt
 th

e 
Fi

rm
’s

 
st

ra
te

gi
c 

ca
pi

ta
l d

ec
is

io
n-

m
ak

in
g.

 T
he

 C
ap

ita
l G

ov
er

na
nc

e 
Co

m
m

itt
ee

 o
ve

rs
ee

s 
th

e 
ca

pi
ta

l a
de

qu
ac

y 
as

se
ss

m
en

t 
pr

oc
es

s,
 in

cl
ud

in
g 

th
e 

ov
er

al
l d

es
ig

n,
 s

ce
na

ri
o 

de
ve

lo
pm

en
t 

an
d 

m
ac

ro
 a

ss
um

pt
io

ns
, a

nd
 e

ns
ur

es
 th

at
 c

ap
ita

l s
tr

es
s 

te
st

 
pr

og
ra

m
s 

ar
e 

de
si

gn
ed

 to
 a

de
qu

at
el

y 
ca

pt
ur

e 
th

e 
ri

sk
s 

sp
ec

ifi
c 

to
 th

e 
Fi

rm
’s

 b
us

in
es

se
s.

 R
CM

O
, w

hi
ch

 r
ep

or
ts

 to
 

th
e 

Fi
rm

’s
 C

FO
, i

s 
re

sp
on

si
bl

e 
fo

r 
de

si
gn

in
g 

an
d 

m
on

ito
ri

ng
 

th
e 

Fi
rm

’s
 e

xe
cu

tio
n 

of
 it

s 
ca

pi
ta

l p
ol

ic
ie

s 
an

d 
st

ra
te

gi
es

 
on

ce
 a

pp
ro

ve
d 

by
 th

e 
Bo

ar
d,

 a
s 

w
el

l a
s 

re
vi

ew
in

g 
an

d 
m

on
ito

ri
ng

 th
e 

ex
ec

ut
io

n 
of

 it
s 

ca
pi

ta
l a

de
qu

ac
y 

as
se

ss
m

en
t 

pr
oc

es
s.

 T
he

 B
as

el
 In

de
pe

nd
en

t R
ev

ie
w

 fu
nc

tio
n 

(“
BI

R”
),

 
w

hi
ch

 r
ep

or
ts

 to
 th

e 
RC

M
O

, c
on

du
ct

s 
in

de
pe

nd
en

t 
as

se
ss

m
en

ts
 o

f t
he

 F
ir

m
’s

 r
eg

ul
at

or
y 

ca
pi

ta
l f

ra
m

ew
or

k 
to

 
en

su
re

 c
om

pl
ia

nc
e 

w
ith

 th
e 

ap
pl

ic
ab

le
 U

.S
. B

as
el

 r
ul

es
 in

 
su

pp
or

t o
f s

en
io

r 
m

an
ag

em
en

t’s
 r

es
po

ns
ib

ili
ty

 fo
r 

as
se

ss
in

g 
an

d 
m

an
ag

in
g 

ca
pi

ta
l a

nd
 fo

r 
th

e 
D

RP
C’

s 
ov

er
si

gh
t o

f 
m

an
ag

em
en

t i
n 

ex
ec

ut
in

g 
th

at
 r

es
po

ns
ib

ili
ty

. F
or

 a
dd

iti
on

al
 

di
sc

us
si

on
 o

n 
th

e 
D

RP
C,

 s
ee

 E
nt

er
pr

is
e-

w
id

e 
Ri

sk
 

M
an

ag
em

en
t o

n 
pa

ge
s 

75
–1

37
.

M
on

ito
ri

ng
 a

nd
 m

an
ag

em
en

t o
f c

ap
ita

l 
In

 it
s 

m
on

ito
ri

ng
 a

nd
 m

an
ag

em
en

t o
f c

ap
ita

l, 
th

e 
Fi

rm
 ta

ke
s 

in
to

 c
on

si
de

ra
tio

n 
an

 a
ss

es
sm

en
t o

f e
co

no
m

ic
 r

is
k 

an
d 

al
l 

re
gu

la
to

ry
 c

ap
ita

l r
eq

ui
re

m
en

ts
 to

 d
et

er
m

in
e 

th
e 

le
ve

l o
f 

ca
pi

ta
l n

ee
de

d 
to

 m
ee

t a
nd

 m
ai

nt
ai

n 
th

e 
ob

je
ct

iv
es

 
di

sc
us

se
d 

ab
ov

e,
 a

s 
w

el
l a

s 
to

 s
up

po
rt

 th
e 

fr
am

ew
or

k 
fo

r 
al

lo
ca

tin
g 

ca
pi

ta
l t

o 
its

 b
us

in
es

s 
se

gm
en

ts
. W

hi
le

 e
co

no
m

ic
 

ri
sk

 is
 c

on
si

de
re

d 
pr

io
r 

to
 m

ak
in

g 
de

ci
si

on
s 

on
 fu

tu
re

 
bu

si
ne

ss
 a

ct
iv

iti
es

, i
n 

m
os

t c
as

es
 th

e 
Fi

rm
 c

on
si

de
rs

 r
is

k-
ba

se
d 

re
gu

la
to

ry
 c

ap
ita

l t
o 

be
 a

 p
ro

xy
 fo

r 
ec

on
om

ic
 r

is
k 

ca
pi

ta
l.

Re
gu

la
to

ry
 c

ap
ita

l 
Th

e 
Fe

de
ra

l R
es

er
ve

 e
st

ab
lis

he
s 

ca
pi

ta
l r

eq
ui

re
m

en
ts

, 
in

cl
ud

in
g 

w
el

l-c
ap

ita
liz

ed
 s

ta
nd

ar
ds

, f
or

 th
e 

co
ns

ol
id

at
ed

 
fin

an
ci

al
 h

ol
di

ng
 c

om
pa

ny
. T

he
 O

CC
 e

st
ab

lis
he

s 
si

m
ila

r 
m

in
im

um
 c

ap
ita

l r
eq

ui
re

m
en

ts
 fo

r 
th

e 
Fi

rm
’s

 n
at

io
na

l 
ba

nk
s,

 in
cl

ud
in

g 
JP

M
or

ga
n 

Ch
as

e 
Ba

nk
, N

.A
. a

nd
 

Ch
as

e 
Ba

nk
 U

SA
, N

.A
. T

he
 U

.S
. c

ap
ita

l r
eq

ui
re

m
en

ts
 

ge
ne

ra
lly

 fo
llo

w
 th

e 
Ca

pi
ta

l A
cc

or
d 

of
 th

e 
Ba

se
l C

om
m

itt
ee

, 
as

 a
m

en
de

d 
fr

om
 ti

m
e 

to
 ti

m
e.

 

Ba
se

l I
II 

ov
er

vi
ew

Ca
pi

ta
l r

ul
es

 u
nd

er
 B

as
el

 II
I e

st
ab

lis
h 

m
in

im
um

 c
ap

ita
l 

ra
tio

s 
an

d 
ov

er
al

l c
ap

ita
l a

de
qu

ac
y 

st
an

da
rd

s 
fo

r 
la

rg
e 

an
d 

in
te

rn
at

io
na

lly
 a

ct
iv

e 
U

.S
. b

an
k 

ho
ld

in
g 

co
m

pa
ni

es
 (

“B
H

C”
) 

an
d 

ba
nk

s,
 in

cl
ud

in
g 

th
e 

Fi
rm

 a
nd

 it
s 

ID
I s

ub
si

di
ar

ie
s.

 B
as

el
 

III
 s

et
s 

fo
rt

h 
tw

o 
co

m
pr

eh
en

si
ve

 a
pp

ro
ac

he
s 

fo
r 

ca
lc

ul
at

in
g 

RW
A

: a
 s

ta
nd

ar
di

ze
d 

ap
pr

oa
ch

 (
“B

as
el

 II
I S

ta
nd

ar
di

ze
d”

),
 

an
d 

an
 a

dv
an

ce
d 

ap
pr

oa
ch

 (
“B

as
el

 II
I A

dv
an

ce
d”

).
 C

er
ta

in
 

of
 th

e 
re

qu
ir

em
en

ts
 o

f B
as

el
 II

I a
re

 s
ub

je
ct

 to
 p

ha
se

-in
 

pe
ri

od
s 

th
at

 b
eg

an
 o

n 
Ja

nu
ar

y 
1,

 2
01

4 
an

d 
co

nt
in

ue
 

th
ro

ug
h 

th
e 

en
d 

of
 2

01
8 

(“
tr

an
si

tio
na

l p
er

io
d”

).
 

Ba
se

l I
II 

es
ta

bl
is

he
s 

ca
pi

ta
l r

eq
ui

re
m

en
ts

 fo
r 

ca
lc

ul
at

in
g 

cr
ed

it 
ri

sk
 R

W
A

 a
nd

 m
ar

ke
t r

is
k 

RW
A

, a
nd

 in
 th

e 
ca

se
 o

f 
Ba

se
l I

II 
Ad

va
nc

ed
, o

pe
ra

tio
na

l r
is

k 
RW

A
. K

ey
 d

iff
er

en
ce

s 
in

 
th

e 
ca

lc
ul

at
io

n 
of

 c
re

di
t r

is
k 

RW
A

 b
et

w
ee

n 
th

e 
St

an
da

rd
iz

ed
 

an
d 

Ad
va

nc
ed

 a
pp

ro
ac

he
s 

ar
e 

th
at

 fo
r 

Ba
se

l I
II 

Ad
va

nc
ed

, 
cr

ed
it 

ri
sk

 R
W

A
 is

 b
as

ed
 o

n 
ri

sk
-s

en
si

tiv
e 

ap
pr

oa
ch

es
 w

hi
ch

 
la

rg
el

y 
re

ly
 o

n 
th

e 
us

e 
of

 in
te

rn
al

 c
re

di
t m

od
el

s 
an

d 
pa

ra
m

et
er

s,
 w

he
re

as
 fo

r 
Ba

se
l I

II 
St

an
da

rd
iz

ed
, c

re
di

t r
is

k 
RW

A
 is

 g
en

er
al

ly
 b

as
ed

 o
n 

su
pe

rv
is

or
y 

ri
sk

-w
ei

gh
tin

gs
 

w
hi

ch
 v

ar
y 

pr
im

ar
ily

 b
y 

co
un

te
rp

ar
ty

 t
yp

e 
an

d 
as

se
t c

la
ss

. 
M

ar
ke

t r
is

k 
RW

A
 is

 c
al

cu
la

te
d 

on
 a

 g
en

er
al

ly
 c

on
si

st
en

t 
ba

si
s 

be
tw

ee
n 

Ba
se

l I
II 

St
an

da
rd

iz
ed

 a
nd

 B
as

el
 II

I 
Ad

va
nc

ed
. I

n 
ad

di
tio

n 
to

 th
e 

RW
A

 c
al

cu
la

te
d 

un
de

r 
th

es
e 

m
et

ho
do

lo
gi

es
, t

he
 F

ir
m

 m
ay

 s
up

pl
em

en
t s

uc
h 

am
ou

nt
s 

to
 

in
co

rp
or

at
e 

m
an

ag
em

en
t j

ud
gm

en
t a

nd
 fe

ed
ba

ck
 fr

om
 it

s 
re

gu
la

to
rs

. 

Ba
se

l I
II 

al
so

 in
cl

ud
es

 a
 r

eq
ui

re
m

en
t f

or
 A

dv
an

ce
d 

A
pp

ro
ac

h 
ba

nk
in

g 
or

ga
ni

za
tio

ns
, i

nc
lu

di
ng

 th
e 

Fi
rm

, t
o 

ca
lc

ul
at

e 
th

e 
SL

R.
 F

or
 a

dd
iti

on
al

 in
fo

rm
at

io
n 

on
 th

e 
SL

R,
 

se
e 

pa
ge

 8
8.

O
n 

D
ec

em
be

r 
7,

 2
01

7,
 th

e 
Ba

se
l C

om
m

itt
ee

 is
su

ed
 th

e 
Ba

se
l I

II 
Re

fo
rm

s.
 P

ot
en

tia
l c

ha
ng

es
 to

 th
e 

re
qu

ir
em

en
ts

 fo
r 

U
.S

. f
in

an
ci

al
 in

st
itu

tio
ns

 a
re

 b
ei

ng
 c

on
si

de
re

d 
by

 th
e 

U
.S

. 
ba

nk
in

g 
re

gu
la

to
rs

. F
or

 a
dd

iti
on

al
 in

fo
rm

at
io

n 
on

 B
as

el
 II

I 
re

fo
rm

s,
 r

ef
er

 to
 S

up
er

vi
si

on
 &

 R
eg

ul
at

io
n 

on
 p

ag
es

 1
–8

.

Ba
se

l I
II 

Fu
lly

 P
ha

se
d-

In
Th

e 
Ba

se
l I

II 
tr

an
si

tio
na

l p
er

io
d 

w
ill

 e
nd

 o
n 

D
ec

em
be

r 
31

, 
20

18
, a

t w
hi

ch
 p

oi
nt

 th
e 

Fi
rm

 w
ill

 c
al

cu
la

te
 it

s 
ca

pi
ta

l r
at

io
s 

un
de

r 
bo

th
 th

e 
Ba

se
l I

II 
St

an
da

rd
iz

ed
 a

nd
 A

dv
an

ce
d 

A
pp

ro
ac

he
s 

on
 a

 F
ul

ly
 P

ha
se

d–
In

 b
as

is
. I

n 
th

e 
ca

se
 o

f t
he

 
SL

R,
 th

e 
Fu

lly
 P

ha
se

d-
In

 w
el

l-c
ap

ita
liz

ed
 r

at
io

 is
 e

ff
ec

tiv
e 

Ja
nu

ar
y 

1,
 2

01
8.

 T
he

 F
ir

m
 m

an
ag

es
 e

ac
h 

of
 it

s 
lin

es
 o

f 
bu

si
ne

ss
, a

s 
w

el
l a

s 
th

e 
co

rp
or

at
e 

fu
nc

tio
ns

, p
ri

m
ar

ily
 o

n 
a 

Ba
se

l I
II 

Fu
lly

 P
ha

se
d-

In
 b

as
is

. 

Fo
r 

ad
di

tio
na

l i
nf

or
m

at
io

n 
on

 th
e 

Fi
rm

, J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

. a
nd

 C
ha

se
 B

an
k 

U
SA

, N
.A

.’s
 c

ap
ita

l, 
RW

A
 a

nd
 

ca
pi

ta
l r

at
io

s 
un

de
r 

Ba
se

l I
II 

St
an

da
rd

iz
ed

 a
nd

 A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

 r
ul

es
 a

nd
 th

e 
SL

R 
ca

lc
ul

at
ed

 u
nd

er
 th

e 
Ba

se
l I

II 
Ad

va
nc

ed
 F

ul
ly

 P
ha

se
d-

In
 r

ul
es

, a
ll 

of
 w

hi
ch

 a
re

 
co

ns
id

er
ed

 k
ey

 r
eg

ul
at

or
y 

ca
pi

ta
l m

ea
su

re
s,

 s
ee

 
Ex

pl
an

at
io

n 
an

d 
Re

co
nc

ili
at

io
n 

of
 th

e 
Fi

rm
’s

 U
se

 o
f N

on
-

GA
A

P 
Fi

na
nc

ia
l M

ea
su

re
s 

an
d 

Ke
y 

Pe
rf

or
m

an
ce

 M
ea

su
re

s 
on

 p
ag

es
 5

2–
54

.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
85

Th
e 

Ba
se

l I
II 

St
an

da
rd

iz
ed

 a
nd

 A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

 c
ap

ita
l, 

RW
A

 a
nd

 c
ap

ita
l r

at
io

s,
 a

nd
 S

LR
s 

fo
r 

th
e 

Fi
rm

, J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

. a
nd

 C
ha

se
 B

an
k 

U
SA

, N
.A

. a
re

 b
as

ed
 o

n 
th

e 
cu

rr
en

t p
ub

lis
he

d 
U

.S
. B

as
el

 II
I r

ul
es

. 

Ri
sk

-b
as

ed
 c

ap
ita

l r
eg

ul
at

or
y 

m
in

im
um

s

Th
e 

fo
llo

w
in

g 
ch

ar
t p

re
se

nt
s 

th
e 

Ba
se

l I
II 

m
in

im
um

 C
ET

1 
ca

pi
ta

l r
at

io
 d

ur
in

g 
th

e 
tr

an
si

tio
na

l p
er

io
ds

 a
nd

 o
n 

a 
fu

lly
 p

ha
se

d-
in

 
ba

si
s 

un
de

r 
th

e 
Ba

se
l I

II 
ru

le
s 

cu
rr

en
tl

y 
in

 e
ff

ec
t.

Th
e 

Ba
se

l I
II 

ru
le

s 
in

cl
ud

e 
m

in
im

um
 c

ap
ita

l r
at

io
 

re
qu

ir
em

en
ts

 th
at

 a
re

 s
ub

je
ct

 to
 p

ha
se

-in
 p

er
io

ds
 th

ro
ug

h 
th

e 
en

d 
of

 2
01

8.
 T

he
 c

ap
ita

l a
de

qu
ac

y 
of

 th
e 

Fi
rm

 a
nd

 it
s 

ID
I s

ub
si

di
ar

ie
s,

 b
ot

h 
du

ri
ng

 th
e 

tr
an

si
tio

na
l p

er
io

d 
an

d 
up

on
 fu

ll 
ph

as
e-

in
, i

s 
ev

al
ua

te
d 

ag
ai

ns
t t

he
 B

as
el

 II
I 

ap
pr

oa
ch

 (
St

an
da

rd
iz

ed
 o

r 
Ad

va
nc

ed
) 

w
hi

ch
, f

or
 e

ac
h 

qu
ar

te
r, 

re
su

lt
s 

in
 th

e 
lo

w
er

 r
at

io
 a

s 
re

qu
ir

ed
 b

y 
th

e 
Co

lli
ns

 
A

m
en

dm
en

t o
f t

he
 D

od
d-

Fr
an

k 
Ac

t (
th

e 
“C

ol
lin

s 
Fl

oo
r”

).
 T

he
 

Ba
se

l I
II 

St
an

da
rd

iz
ed

 F
ul

ly
 P

ha
se

d-
In

 C
ET

1 
ra

tio
 is

 th
e 

Fi
rm

’s
 c

ur
re

nt
 b

in
di

ng
 c

on
st

ra
in

t,
 a

nd
 th

e 
Fi

rm
 e

xp
ec

ts
 th

at
 

th
is

 w
ill

 r
em

ai
n 

its
 b

in
di

ng
 c

on
st

ra
in

t f
or

 th
e 

fo
re

se
ea

bl
e 

fu
tu

re
.

Ad
di

tio
na

l i
nf

or
m

at
io

n 
re

ga
rd

in
g 

th
e 

Fi
rm

’s
 c

ap
ita

l r
at

io
s,

 a
s 

w
el

l a
s 

th
e 

U
.S

. f
ed

er
al

 r
eg

ul
at

or
y 

ca
pi

ta
l s

ta
nd

ar
ds

 to
 

w
hi

ch
 th

e 
Fi

rm
 is

 s
ub

je
ct

, i
s 

pr
es

en
te

d 
in

 N
ot

e 
26

. F
or

 
fu

rt
he

r 
in

fo
rm

at
io

n 
on

 th
e 

Fi
rm

’s
 B

as
el

 II
I m

ea
su

re
s,

 s
ee

 th
e 

Fi
rm

’s
 P

ill
ar

 3
 R

eg
ul

at
or

y 
Ca

pi
ta

l D
is

cl
os

ur
es

 r
ep

or
ts

, w
hi

ch
 

ar
e 

av
ai

la
bl

e 
on

 th
e 

Fi
rm

’s
 w

eb
si

te
 (

ht
tp

://
in

ve
st

or
.s

ha
re

ho
ld

er
.c

om
/j

pm
or

ga
nc

ha
se

/b
as

el
.c

fm
).

A
ll 

ba
nk

in
g 

in
st

itu
tio

ns
 a

re
 c

ur
re

nt
ly

 r
eq

ui
re

d 
to

 h
av

e 
a 

m
in

im
um

 c
ap

ita
l r

at
io

 o
f 4

.5
%

 o
f r

is
k 

w
ei

gh
te

d 
as

se
ts

. 
Ce

rt
ai

n 
ba

nk
in

g 
or

ga
ni

za
tio

ns
, i

nc
lu

di
ng

 th
e 

Fi
rm

, a
re

 
re

qu
ir

ed
 to

 h
ol

d 
ad

di
tio

na
l a

m
ou

nt
s 

of
 c

ap
ita

l t
o 

se
rv

e 
as

 a
 

“c
ap

ita
l c

on
se

rv
at

io
n 

bu
ff

er
”.

 T
he

 c
ap

ita
l c

on
se

rv
at

io
n 

bu
ff

er
 is

 in
te

nd
ed

 to
 b

e 
us

ed
 to

 a
bs

or
b 

po
te

nt
ia

l l
os

se
s 

in
 

tim
es

 o
f f

in
an

ci
al

 o
r 

ec
on

om
ic

 s
tr

es
s.

 If
 n

ot
 m

ai
nt

ai
ne

d,
 th

e 
Fi

rm
 c

ou
ld

 b
e 

lim
ite

d 
in

 th
e 

am
ou

nt
 o

f c
ap

ita
l t

ha
t m

ay
 b

e 
di

st
ri

bu
te

d,
 in

cl
ud

in
g 

di
vi

de
nd

s 
an

d 
co

m
m

on
 e

qu
it

y 
re

pu
rc

ha
se

s.
 T

he
 c

ap
ita

l c
on

se
rv

at
io

n 
bu

ff
er

 is
 s

ub
je

ct
 to

 a
 

ph
as

e-
in

 p
er

io
d 

th
at

 b
eg

an
 J

an
ua

ry
 1

, 2
01

6 
an

d 
co

nt
in

ue
s 

th
ro

ug
h 

th
e 

en
d 

of
 2

01
8.

 

A
s 

an
 e

xp
an

si
on

 o
f t

he
 c

ap
ita

l c
on

se
rv

at
io

n 
bu

ff
er

, t
he

 F
ir

m
 

is
 a

ls
o 

re
qu

ir
ed

 to
 h

ol
d 

ad
di

tio
na

l l
ev

el
s 

of
 c

ap
ita

l i
n 

th
e 

fo
rm

 o
f a

 G
SI

B 
su

rc
ha

rg
e 

an
d 

a 
co

un
te

rc
yc

lic
al

 c
ap

ita
l 

bu
ff

er
. 

U
nd

er
 th

e 
Fe

de
ra

l R
es

er
ve

’s
 fi

na
l r

ul
e,

 th
e 

Fi
rm

 is
 r

eq
ui

re
d 

to
 c

al
cu

la
te

 it
s 

GS
IB

 s
ur

ch
ar

ge
 o

n 
an

 a
nn

ua
l b

as
is

 u
nd

er
 t

w
o 

se
pa

ra
te

ly
 p

re
sc

ri
be

d 
m

et
ho

ds
, a

nd
 is

 s
ub

je
ct

 to
 th

e 
hi

gh
er

 
of

 th
e 

tw
o.

 T
he

 fi
rs

t (
“M

et
ho

d 
1”

),
 r

ef
le

ct
s 

th
e 

GS
IB

 
su

rc
ha

rg
e 

as
 p

re
sc

ri
be

d 
by

 th
e 

Ba
se

l C
om

m
itt

ee
’s

 
as

se
ss

m
en

t m
et

ho
do

lo
gy

, a
nd

 is
 c

al
cu

la
te

d 
ac

ro
ss

 fi
ve

 
cr

ite
ri

a:
 s

iz
e,

 c
ro

ss
-ju

ri
sd

ic
tio

na
l a

ct
iv

it
y,

 
in

te
rc

on
ne

ct
ed

ne
ss

, c
om

pl
ex

it
y 

an
d 

su
bs

tit
ut

ab
ili

ty
. T

he
 

se
co

nd
 (

“M
et

ho
d 

2”
),

 m
od

ifi
es

 th
e 

M
et

ho
d 

1 
re

qu
ir

em
en

ts
 

to
 in

cl
ud

e 
a 

m
ea

su
re

 o
f s

ho
rt

-t
er

m
 w

ho
le

sa
le

 fu
nd

in
g 

in
 

pl
ac

e 
of

 s
ub

st
itu

ta
bi

lit
y,

 a
nd

 in
tr

od
uc

es
 a

 G
SI

B 
sc

or
e 

“m
ul

tip
lic

at
io

n 
fa

ct
or

”.
 T

he
 fo

llo
w

in
g 

ta
bl

e 
re

pr
es

en
ts

 th
e 

Fi
rm

’s
 G

SI
B 

su
rc

ha
rg

e.
 

20
17

20
16

Fu
lly

 P
ha

se
d-

In
:

M
et

ho
d 

1
2.

50
%

2.
50

%

M
et

ho
d 

2
3.

50
%

4.
50

%

Tr
an

si
tio

na
l(a

)
1.

75
%

1.
12

5%

(a
) 

Th
e 

GS
IB

 s
ur

ch
ar

ge
 is

 s
ub

je
ct

 to
 tr

an
si

tio
n 

pr
ov

is
io

ns
 (

in
 2

5%
 in

cr
em

en
ts

) 
th

ro
ug

h 
th

e 
en

d 
of

 2
01

8.

20
16

20
17

20
18

20
19

GS
IB

 s
ur

ch
ar

ge
 Ca

pi
ta

l
co

ns
er

va
tio

n 
bu

ff
er

 in
cl

. G
SI

B

Ca
pi

ta
l

co
ns

er
va

tio
n

bu
ff

er
 

M
in

im
um

 
re

qu
ir

em
en

t

4.
5%

02468101214

4.
50

%
4.
50

%
4.
50

%
4.
50

%

7.
50

%

1.
25

0%

1.
75

0%

1.
87

5%

9.
00

%

2.
62

5%

3.
50

%

10
.5
0%

2.
50

%

0.
62

5%

1.
12

5%

6.
25

%

12
/3

1/
17

 
CE

T1
: 1

2.
1%



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

86
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

Th
e 

Fi
rm

’s
 e

ff
ec

tiv
e 

GS
IB

 s
ur

ch
ar

ge
 fo

r 
20

18
 is

 a
nt

ic
ip

at
ed

 
to

 b
e 

3.
5%

.

Th
e 

co
un

te
rc

yc
lic

al
 c

ap
ita

l b
uf

fe
r 

ta
ke

s 
in

to
 a

cc
ou

nt
 th

e 
m

ac
ro

 fi
na

nc
ia

l e
nv

ir
on

m
en

t i
n 

w
hi

ch
 la

rg
e,

 in
te

rn
at

io
na

lly
 

ac
tiv

e 
ba

nk
s 

fu
nc

tio
n.

 O
n 

Se
pt

em
be

r 
8,

 2
01

6 
th

e 
Fe

de
ra

l 
Re

se
rv

e 
pu

bl
is

he
d 

th
e 

fr
am

ew
or

k 
th

at
 w

ill
 a

pp
ly

 to
 th

e 
se

tt
in

g 
of

 th
e 

co
un

te
rc

yc
lic

al
 c

ap
ita

l b
uf

fe
r. 

A
s 

of
 D

ec
em

be
r 

1,
 2

01
7,

 th
e 

Fe
de

ra
l R

es
er

ve
 r

ea
ff

ir
m

ed
 s

et
tin

g 
th

e 
U

.S
. 

co
un

te
rc

yc
lic

al
 c

ap
ita

l b
uf

fe
r 

at
 0

%
, a

nd
 s

ta
te

d 
th

at
 it

 w
ill

 
re

vi
ew

 th
e 

am
ou

nt
 a

t l
ea

st
 a

nn
ua

lly
. T

he
 c

ou
nt

er
cy

cl
ic

al
 

ca
pi

ta
l b

uf
fe

r 
ca

n 
be

 in
cr

ea
se

d 
if 

th
e 

Fe
de

ra
l R

es
er

ve
, F

D
IC

 
an

d 
O

CC
 d

et
er

m
in

e 
th

at
 c

re
di

t g
ro

w
th

 in
 th

e 
ec

on
om

y 
ha

s 
be

co
m

e 
ex

ce
ss

iv
e 

an
d 

ca
n 

be
 s

et
 a

t u
p 

to
 a

n 
ad

di
tio

na
l 

2.
5%

 o
f R

W
A

 s
ub

je
ct

 to
 a

 1
2-

m
on

th
 im

pl
em

en
ta

tio
n 

pe
ri

od
. 

Th
e 

Fi
rm

 b
el

ie
ve

s 
th

at
 it

 w
ill

 o
pe

ra
te

 w
ith

 a
 B

as
el

 II
I C

ET
1 

ca
pi

ta
l r

at
io

 b
et

w
ee

n 
11

%
 a

nd
 1

2%
 o

ve
r 

th
e 

m
ed

iu
m

 te
rm

. 
It

 is
 th

e 
Fi

rm
’s

 in
te

nt
io

n 
th

at
 it

s 
ca

pi
ta

l r
at

io
s 

w
ill

 c
on

tin
ue

 
to

 m
ee

t r
eg

ul
at

or
y 

m
in

im
um

s 
as

 th
ey

 a
re

 fu
lly

 p
ha

se
d 

in
 

20
19

 a
nd

 th
er

ea
ft

er
. 

In
 a

dd
iti

on
 to

 m
ee

tin
g 

th
e 

ca
pi

ta
l r

at
io

 r
eq

ui
re

m
en

ts
 o

f 
Ba

se
l I

II,
 th

e 
Fi

rm
 a

ls
o 

m
us

t m
ai

nt
ai

n 
m

in
im

um
 c

ap
ita

l a
nd

 
le

ve
ra

ge
 r

at
io

s 
in

 o
rd

er
 to

 b
e 

“w
el

l-c
ap

ita
liz

ed
.”

 T
he

 
fo

llo
w

in
g 

ta
bl

e 
re

pr
es

en
ts

 th
e 

ra
tio

s 
th

at
 th

e 
Fi

rm
 a

nd
 it

s 
ID

I s
ub

si
di

ar
ie

s 
m

us
t m

ai
nt

ai
n 

in
 o

rd
er

 to
 m

ee
t t

he
 

de
fin

iti
on

 o
f “

w
el

l-c
ap

ita
liz

ed
” 

un
de

r 
th

e 
re

gu
la

tio
ns

 is
su

ed
 

by
 th

e 
Fe

de
ra

l R
es

er
ve

 a
nd

 th
e 

Pr
om

pt
 C

or
re

ct
iv

e 
Ac

tio
n 

(“
PC

A”
) 

re
qu

ir
em

en
ts

 o
f t

he
 F

D
IC

 Im
pr

ov
em

en
t A

ct
 

(“
FD

IC
IA

”)
, r

es
pe

ct
iv

el
y.

 

W
el

l-c
ap

ita
liz

ed
 r

at
io

s

BH
C

ID
I

Ca
pi

ta
l r

at
io

s

CE
T1

—
%

6.
5

%

Ti
er

 1
 c

ap
ita

l
6.

0
8.

0

To
ta

l c
ap

ita
l

10
.0

10
.0

Ti
er

 1
 le

ve
ra

ge
—

5.
0

SL
R(a

)
5.

0
6.

0

(a
) 

In
 th

e 
ca

se
 o

f t
he

 S
LR

, t
he

 F
ul

ly
 P

ha
se

d-
In

 w
el

l-c
ap

ita
liz

ed
 r

at
io

 is
 

ef
fe

ct
iv

e 
Ja

nu
ar

y 
1,

 2
01

8.

Ca
pi

ta
l

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 r
ec

on
ci

lia
tio

ns
 o

f t
ot

al
 

st
oc

kh
ol

de
rs

’ e
qu

it
y 

to
 B

as
el

 II
I F

ul
ly

 P
ha

se
d-

In
 C

ET
1 

ca
pi

ta
l, 

Ti
er

 1
 c

ap
ita

l a
nd

 B
as

el
 II

I A
dv

an
ce

d 
an

d 
St

an
da

rd
iz

ed
 F

ul
ly

 P
ha

se
d-

In
 T

ot
al

 c
ap

ita
l a

s 
of

 D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
. F

or
 a

dd
iti

on
al

 in
fo

rm
at

io
n 

on
 th

e 
co

m
po

ne
nt

s 
of

 r
eg

ul
at

or
y 

ca
pi

ta
l, 

se
e 

N
ot

e 
26

.

Ca
pi

ta
l c

om
po

ne
nt

s

(i
n 

m
ill

io
ns

)
D

ec
em

be
r 

31
,

20
17

D
ec

em
be

r 
31

,
20

16

To
ta

l s
to

ck
ho

ld
er

s’
 e

qu
it

y
$

25
5,

69
3

$
25

4,
19

0

Le
ss

: P
re

fe
rr

ed
 s

to
ck

26
,0

68
26

,0
68

Co
m

m
on

 s
to

ck
ho

ld
er

s’
 e

qu
it

y
22

9,
62

5
22

8,
12

2

Le
ss

: Go
od

w
ill

47
,5

07
47

,2
88

O
th

er
 in

ta
ng

ib
le

 a
ss

et
s

85
5

86
2

Ad
d:

Ce
rt

ai
n 

D
ef

er
re

d 
ta

x 
lia

bi
lit

ie
s(a

)(
b)

2,
20

4
3,

23
0

Le
ss

: O
th

er
 C

ET
1 

ca
pi

ta
l a

dj
us

tm
en

ts
(b

)
22

3
1,

46
8

St
an

da
rd

iz
ed

/A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

CE
T1

 c
ap

it
al

18
3,

24
4

18
1,

73
4

Pr
ef

er
re

d 
st

oc
k

26
,0

68
26

,0
68

Le
ss

: O
th

er
 T

ie
r 

1 
ad

ju
st

m
en

ts
(c

)
74

8
32

8

St
an

da
rd

iz
ed

/A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

Ti
er

 1
 c

ap
it

al
$

20
8,

56
4

$
20

7,
47

4

Lo
ng

-t
er

m
 d

eb
t a

nd
 o

th
er

 in
st

ru
m

en
ts

qu
al

ify
in

g 
as

 T
ie

r 
2 

ca
pi

ta
l

$
14

,8
27

$
15

,2
53

Q
ua

lif
yi

ng
 a

llo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

14
,6

72
14

,8
54

O
th

er
(1

03
)

(9
4)

St
an

da
rd

iz
ed

 F
ul

ly
 P

ha
se

d-
In

 T
ie

r 
2

ca
pi

ta
l

$
29

,3
96

$
30

,0
13

St
an

da
rd

iz
ed

 F
ul

ly
 P

ha
se

d-
in

 T
ot

al
ca

pi
ta

l
$

23
7,

96
0

$
23

7,
48

7

Ad
ju

st
m

en
t i

n 
qu

al
if

yi
ng

 a
llo

w
an

ce
 fo

r
cr

ed
it 

lo
ss

es
 fo

r 
Ad

va
nc

ed
 T

ie
r 

2 
ca

pi
ta

l
(1

0,
46

2)
(1

0,
96

1)

A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

 T
ie

r 
2 

ca
pi

ta
l

$
18

,9
34

$
19

,0
52

A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

 T
ot

al
 c

ap
it

al
$

22
7,

49
8

$
22

6,
52

6

(a
) 

Re
pr

es
en

ts
 d

ef
er

re
d 

ta
x 

lia
bi

lit
ie

s 
re

la
te

d 
to

 ta
x-

de
du

ct
ib

le
 g

oo
dw

ill
 

an
d 

id
en

tif
ia

bl
e 

in
ta

ng
ib

le
s 

cr
ea

te
d 

in
 n

on
ta

xa
bl

e 
tr

an
sa

ct
io

ns
, w

hi
ch

 
ar

e 
ne

tt
ed

 a
ga

in
st

 g
oo

dw
ill

 a
nd

 o
th

er
 in

ta
ng

ib
le

s 
w

he
n 

ca
lc

ul
at

in
g 

TC
E.

(b
) 

In
cl

ud
es

 th
e 

ef
fe

ct
 fr

om
 th

e 
re

va
lu

at
io

n 
of

 th
e 

Fi
rm

’s
 n

et
 d

ef
er

re
d 

ta
x 

lia
bi

lit
y 

as
 a

 r
es

ul
t o

f t
he

 e
na

ct
m

en
t o

f t
he

 T
CJ

A
. 

(c
) 

In
cl

ud
es

 th
e 

de
du

ct
io

n 
as

so
ci

at
ed

 w
ith

 th
e 

pe
rm

is
si

bl
e 

ho
ld

in
gs

 o
f 

co
ve

re
d 

fu
nd

s 
(a

s 
de

fin
ed

 b
y 

th
e 

Vo
lc

ke
r 

Ru
le

).
 T

he
 d

ed
uc

tio
n 

w
as

 n
ot

 
m

at
er

ia
l a

s 
of

 D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
87

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 r
ec

on
ci

lia
tio

ns
 o

f t
he

 F
ir

m
’s

 
Ba

se
l I

II 
Tr

an
si

tio
na

l C
ET

1 
ca

pi
ta

l t
o 

th
e 

Fi
rm

’s
 B

as
el

 II
I F

ul
ly

 
Ph

as
ed

-I
n 

CE
T1

 c
ap

ita
l a

s 
of

 D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
.

(i
n 

m
ill

io
ns

)
D

ec
em

be
r 

31
,

20
17

D
ec

em
be

r 
31

,
20

16

Tr
an

si
ti

on
al

 C
ET

1 
ca

pi
ta

l
$

18
3,

30
0

$
18

2,
96

7

AO
CI

 p
ha

se
-in

(a
)

12
8

(1
56

)

CE
T1

 c
ap

ita
l d

ed
uc

tio
n 

ph
as

e-
in

(b
)

(2
0)

(6
95

)

In
ta

ng
ib

le
 a

ss
et

s 
de

du
ct

io
n 

ph
as

e-
in

(c
)

(1
60

)
(3

12
)

O
th

er
 a

dj
us

tm
en

ts
 to

 C
ET

1 
ca

pi
ta

l(d
)

(4
)

(7
0)

Fu
lly

 P
ha

se
d-

In
 C

ET
1 

ca
pi

ta
l

$
18

3,
24

4
$

18
1,

73
4

(a
) 

In
cl

ud
es

 th
e 

re
m

ai
ni

ng
 b

al
an

ce
 o

f a
cc

um
ul

at
ed

 o
th

er
 c

om
pr

eh
en

si
ve

 
in

co
m

e 
(“

AO
CI

”)
 r

el
at

ed
 to

 A
FS

 d
eb

t s
ec

ur
iti

es
 a

nd
 d

ef
in

ed
 b

en
ef

it 
pe

ns
io

n 
an

d 
ot

he
r 

po
st

re
tir

em
en

t e
m

pl
oy

ee
 b

en
ef

it 
(“

O
PE

B”
) 

pl
an

s 
th

at
 w

ill
 q

ua
lif

y 
as

 B
as

el
 II

I C
ET

1 
ca

pi
ta

l u
po

n 
fu

ll 
ph

as
e-

in
.

(b
) 

Pr
ed

om
in

an
tl

y 
in

cl
ud

es
 r

eg
ul

at
or

y 
ad

ju
st

m
en

ts
 r

el
at

ed
 to

 c
ha

ng
es

 in
 

D
VA

, a
s 

w
el

l a
s 

CE
T1

 d
ed

uc
tio

ns
 fo

r 
de

fin
ed

 b
en

ef
it 

pe
ns

io
n 

pl
an

 
as

se
ts

 a
nd

 d
ef

er
re

d 
ta

x 
as

se
ts

 r
el

at
ed

 to
 ta

x 
at

tr
ib

ut
es

, i
nc

lu
di

ng
 

N
O

Ls
. 

(c
) 

Re
la

te
s 

to
 in

ta
ng

ib
le

 a
ss

et
s,

 o
th

er
 th

an
 g

oo
dw

ill
 a

nd
 M

SR
s,

 th
at

 a
re

 
re

qu
ir

ed
 to

 b
e 

de
du

ct
ed

 fr
om

 C
ET

1 
ca

pi
ta

l u
po

n 
fu

ll 
ph

as
e-

in
.

(d
) 

In
cl

ud
es

 m
in

or
it

y 
in

te
re

st
 a

nd
 th

e 
Fi

rm
’s

 in
ve

st
m

en
ts

 in
 it

s 
ow

n 
CE

T1
 

ca
pi

ta
l i

ns
tr

um
en

ts
.

Ca
pi

ta
l r

ol
lfo

rw
ar

d
Th

e 
fo

llo
w

in
g 

ta
bl

e 
pr

es
en

ts
 th

e 
ch

an
ge

s 
in

 B
as

el
 II

I F
ul

ly
 

Ph
as

ed
-I

n 
CE

T1
 c

ap
ita

l, 
Ti

er
 1

 c
ap

ita
l a

nd
 T

ie
r 

2 
ca

pi
ta

l f
or

 
th

e 
ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

, 2
01

7.

Ye
ar

 E
nd

ed
 D

ec
em

be
r 

31
, (

in
 m

ill
io

ns
)

20
17

St
an

da
rd

iz
ed

/A
dv

an
ce

d 
CE

T1
 c

ap
ita

l a
t D

ec
em

be
r 

31
, 2

01
6

$
18

1,
73

4

N
et

 in
co

m
e 

ap
pl

ic
ab

le
 to

 c
om

m
on

 e
qu

it
y(a

)
22

,7
78

D
iv

id
en

ds
 d

ec
la

re
d 

on
 c

om
m

on
 s

to
ck

(7
,5

42
)

N
et

 p
ur

ch
as

e 
of

 tr
ea

su
ry

 s
to

ck
(1

3,
74

1)

Ch
an

ge
s 

in
 a

dd
iti

on
al

 p
ai

d-
in

 c
ap

ita
l

(1
,0

48
)

Ch
an

ge
s 

re
la

te
d 

to
 A

O
CI

53
6

Ad
ju

st
m

en
t r

el
at

ed
 to

 D
VA

(b
)

46
8

Ch
an

ge
s 

re
la

te
d 

to
 o

th
er

 C
ET

1 
ca

pi
ta

l a
dj

us
tm

en
ts

(c
)

59

In
cr

ea
se

 in
 S

ta
nd

ar
di

ze
d/

Ad
va

nc
ed

 C
ET

1 
ca

pi
ta

l
1,

51
0

St
an

da
rd

iz
ed

/A
dv

an
ce

d 
CE

T1
 c

ap
it

al
 a

t 
D

ec
em

be
r 

31
, 2

01
7

$
18

3,
24

4

St
an

da
rd

iz
ed

/A
dv

an
ce

d 
Ti

er
 1

 c
ap

ita
l a

t 
D

ec
em

be
r 

31
, 2

01
6

$
20

7,
47

4

Ch
an

ge
 in

 C
ET

1 
ca

pi
ta

l
1,

51
0

N
et

 is
su

an
ce

 o
f n

on
cu

m
ul

at
iv

e 
pe

rp
et

ua
l p

re
fe

rr
ed

 s
to

ck
—

O
th

er
(4

20
)

In
cr

ea
se

 in
 S

ta
nd

ar
di

ze
d/

Ad
va

nc
ed

 T
ie

r 
1 

ca
pi

ta
l

1,
09

0

St
an

da
rd

iz
ed

/A
dv

an
ce

d 
Ti

er
 1

 c
ap

it
al

 a
t 

D
ec

em
be

r 
31

, 2
01

7
$

20
8,

56
4

St
an

da
rd

iz
ed

 T
ie

r 
2 

ca
pi

ta
l a

t D
ec

em
be

r 
31

, 2
01

6
$

30
,0

13

Ch
an

ge
 in

 lo
ng

-t
er

m
 d

eb
t a

nd
 o

th
er

 in
st

ru
m

en
ts

 q
ua

lif
yi

ng
as

 T
ie

r 
2

(4
26

)

Ch
an

ge
 in

 q
ua

lif
yi

ng
 a

llo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

(1
82

)

O
th

er
(9

)

D
ec

re
as

e 
in

 S
ta

nd
ar

di
ze

d 
Ti

er
 2

 c
ap

ita
l

(6
17

)

St
an

da
rd

iz
ed

 T
ie

r 
2 

ca
pi

ta
l a

t 
D

ec
em

be
r 

31
, 2

01
7

$
29

,3
96

St
an

da
rd

iz
ed

 T
ot

al
 c

ap
it

al
 a

t 
D

ec
em

be
r 

31
, 2

01
7

$
23

7,
96

0

Ad
va

nc
ed

 T
ie

r 
2 

ca
pi

ta
l a

t D
ec

em
be

r 
31

, 2
01

6
$

19
,0

52

Ch
an

ge
 in

 lo
ng

-t
er

m
 d

eb
t a

nd
 o

th
er

 in
st

ru
m

en
ts

 q
ua

lif
yi

ng
as

 T
ie

r 
2

(4
26

)

Ch
an

ge
 in

 q
ua

lif
yi

ng
 a

llo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

31
7

O
th

er
(9

)

D
ec

re
as

e 
in

 A
dv

an
ce

d 
Ti

er
 2

 c
ap

ita
l

(1
18

)

A
dv

an
ce

d 
Ti

er
 2

 c
ap

it
al

 a
t 

D
ec

em
be

r 
31

, 2
01

7
$

18
,9

34

A
dv

an
ce

d 
To

ta
l c

ap
it

al
 a

t 
D

ec
em

be
r 

31
, 2

01
7

$
22

7,
49

8

(a
) 

In
cl

ud
es

 a
 $

2.
4 

bi
lli

on
 d

ec
re

as
e 

to
 n

et
 in

co
m

e 
as

 a
 r

es
ul

t o
f t

he
 

en
ac

tm
en

t o
f t

he
 T

CJ
A

. F
or

 a
dd

iti
on

al
 in

fo
rm

at
io

n 
re

la
te

d 
to

 th
e 

im
pa

ct
 o

f t
he

 T
CJ

A
, s

ee
 N

ot
e 

24
.

(b
) 

In
cl

ud
es

 D
VA

 r
el

at
ed

 to
 s

tr
uc

tu
re

d 
no

te
s 

re
co

rd
ed

 in
 A

O
CI

.
(c

) 
In

cl
ud

es
 th

e 
ef

fe
ct

 fr
om

 th
e 

re
va

lu
at

io
n 

of
 th

e 
Fi

rm
’s

 n
et

 d
ef

er
re

d 
ta

x 
lia

bi
lit

y 
as

 a
 r

es
ul

t o
f t

he
 e

na
ct

m
en

t o
f t

he
 T

CJ
A

. 



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

88
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

RW
A 

ro
llf

or
w

ar
d

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 c
ha

ng
es

 in
 th

e 
co

m
po

ne
nt

s 
of

 R
W

A
 u

nd
er

 B
as

el
 II

I S
ta

nd
ar

di
ze

d 
an

d 
Ad

va
nc

ed
 F

ul
ly

 P
ha

se
d-

In
 fo

r 
th

e 
ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

, 2
01

7.
 T

he
 a

m
ou

nt
s 

in
 th

e 
ro

llf
or

w
ar

d 
ca

te
go

ri
es

 a
re

 e
st

im
at

es
, b

as
ed

 o
n 

th
e 

pr
ed

om
in

an
t 

dr
iv

er
 o

f t
he

 c
ha

ng
e.

St
an

da
rd

iz
ed

A
dv

an
ce

d

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 2

01
7

(i
n 

m
ill

io
ns

)
Cr

ed
it 

ri
sk

RW
A

M
ar

ke
t r

is
k

RW
A

To
ta

l R
W

A
Cr

ed
it 

ri
sk

RW
A

M
ar

ke
t r

is
k

RW
A

O
pe

ra
tio

na
l 

ri
sk

 
To

ta
l R

W
A

D
ec

em
be

r 
31

, 2
01

6
$

1,
36

5,
13

7
(d

)
$

12
7,

67
9

$
1,

49
2,

81
6

(d
)

$
95

9,
52

3
$

12
7,

65
7

$
40

0,
00

0
$

1,
48

7,
18

0

M
od

el
 &

 d
at

a 
ch

an
ge

s(a
)

(8
,2

14
)

1,
73

9
(6

,4
75

)
(1

4,
18

9)
1,

73
9

—
(1

2,
45

0)

Po
rt

fo
lio

 r
un

of
f(b

)
(1

3,
60

0)
—

(1
3,

60
0)

(1
6,

10
0)

—
—

(1
6,

10
0)

M
ov

em
en

t i
n 

po
rt

fo
lio

 le
ve

ls
(c

)
42

,7
37

(5
,7

16
)

37
,0

21
(6

,3
29

)
(5

,6
05

)
—

(1
1,

93
4)

Ch
an

ge
s 

in
 R

W
A

20
,9

23
(3

,9
77

)
16

,9
46

(3
6,

61
8)

(3
,8

66
)

—
(4

0,
48

4)

D
ec

em
be

r 
31

, 2
01

7
$

1,
38

6,
06

0
$

12
3,

70
2

$
1,

50
9,

76
2

$
92

2,
90

5
$

12
3,

79
1

$
40

0,
00

0
$

1,
44

6,
69

6

(a
) 

 M
od

el
 &

 d
at

a 
ch

an
ge

s 
re

fe
r 

to
 m

at
er

ia
l m

ov
em

en
ts

 in
 le

ve
ls

 o
f R

W
A

 a
s 

a 
re

su
lt

 o
f r

ev
is

ed
 m

et
ho

do
lo

gi
es

 a
nd

/o
r 

tr
ea

tm
en

t p
er

 r
eg

ul
at

or
y 

gu
id

an
ce

 (
ex

cl
us

iv
e 

of
 r

ul
e 

ch
an

ge
s)

.  
(b

) 
Po

rt
fo

lio
 r

un
of

f f
or

 c
re

di
t r

is
k 

RW
A

 p
ri

m
ar

ily
 r

ef
le

ct
s 

(u
nd

er
 b

ot
h 

th
e 

St
an

da
rd

iz
ed

 a
nd

 A
dv

an
ce

d 
ap

pr
oa

ch
es

) 
re

du
ce

d 
ri

sk
 fr

om
 p

os
iti

on
 r

ol
lo

ff
s 

in
 le

ga
cy

 p
or

tf
ol

io
s 

in
 H

om
e 

Le
nd

in
g,

 th
e 

sa
le

 o
f t

he
 s

tu
de

nt
 lo

an
 p

or
tf

ol
io

 d
ur

in
g 

th
e 

se
co

nd
 q

ua
rt

er
 o

f 2
01

7,
 a

nd
 th

e 
sa

le
 o

f r
ev

er
se

 m
or

tg
ag

es
 in

 C
IB

 d
ur

in
g 

th
e 

th
ir

d 
qu

ar
te

r 
of

 
20

17
.

(c
) 

 M
ov

em
en

t i
n 

po
rt

fo
lio

 le
ve

ls
 fo

r 
cr

ed
it 

ri
sk

 R
W

A
 r

ef
er

s 
to

 c
ha

ng
es

 p
ri

m
ar

ily
 in

 b
oo

k 
si

ze
, c

om
po

si
tio

n,
 c

re
di

t q
ua

lit
y,

 a
nd

 m
ar

ke
t m

ov
em

en
ts

; a
nd

 fo
r 

m
ar

ke
t r

is
k 

RW
A

 r
ef

er
s 

to
 c

ha
ng

es
 in

 p
os

iti
on

 a
nd

 m
ar

ke
t m

ov
em

en
ts

.
(d

) 
 T

he
 p

ri
or

 p
er

io
d 

am
ou

nt
s 

ha
ve

 b
ee

n 
re

vi
se

d 
to

 c
on

fo
rm

 w
ith

 th
e 

cu
rr

en
t p

er
io

d 
pr

es
en

ta
tio

n.

Su
pp

le
m

en
ta

ry
 le

ve
ra

ge
 ra

tio
 

Th
e 

SL
R 

is
 d

ef
in

ed
 a

s 
Ti

er
 1

 c
ap

ita
l u

nd
er

 B
as

el
 II

I d
iv

id
ed

 
by

 th
e 

Fi
rm

’s
 to

ta
l l

ev
er

ag
e 

ex
po

su
re

. T
ot

al
 le

ve
ra

ge
 

ex
po

su
re

 is
 c

al
cu

la
te

d 
by

 ta
ki

ng
 th

e 
Fi

rm
’s

 to
ta

l a
ve

ra
ge

 o
n-

ba
la

nc
e 

sh
ee

t a
ss

et
s,

 le
ss

 a
m

ou
nt

s 
pe

rm
itt

ed
 to

 b
e 

de
du

ct
ed

 fo
r 

Ti
er

 1
 c

ap
ita

l, 
an

d 
ad

di
ng

 c
er

ta
in

 o
ff

-b
al

an
ce

 
sh

ee
t e

xp
os

ur
es

, s
uc

h 
as

 u
nd

ra
w

n 
co

m
m

itm
en

ts
 a

nd
 

de
ri

va
tiv

es
 p

ot
en

tia
l f

ut
ur

e 
ex

po
su

re
. 

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 th
e 

co
m

po
ne

nt
s 

of
 th

e 
Fi

rm
’s

 
Fu

lly
 P

ha
se

d-
In

 S
LR

 a
s 

of
 D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

.

(i
n 

m
ill

io
ns

, e
xc

ep
t r

at
io

)
D

ec
em

be
r 

31
,

20
17

D
ec

em
be

r 
31

,
20

16

Ti
er

 1
 c

ap
it

al
$

20
8,

56
4

$
20

7,
47

4

To
ta

l a
ve

ra
ge

 a
ss

et
s

2,
56

2,
15

5
2,

53
2,

45
7

Le
ss

: A
dj

us
tm

en
ts

 fo
r 

de
du

ct
io

ns
fr

om
 T

ie
r 

1 
ca

pi
ta

l
47

,3
33

46
,9

77

To
ta

l a
dj

us
te

d 
av

er
ag

e 
as

se
ts

(a
)

2,
51

4,
82

2
2,

48
5,

48
0

O
ff

-b
al

an
ce

 s
he

et
 e

xp
os

ur
es

(b
)

69
0,

19
3

70
7,

35
9

To
ta

l l
ev

er
ag

e 
ex

po
su

re
$

3,
20

5,
01

5
$

3,
19

2,
83

9

SL
R

6.
5

%
6.

5
%

(a
) 

Ad
ju

st
ed

 a
ve

ra
ge

 a
ss

et
s,

 fo
r 

pu
rp

os
es

 o
f c

al
cu

la
tin

g 
th

e 
SL

R,
 in

cl
ud

es
 

to
ta

l q
ua

rt
er

ly
 a

ve
ra

ge
 a

ss
et

s 
ad

ju
st

ed
 fo

r 
on

-b
al

an
ce

 s
he

et
 a

ss
et

s 
th

at
 a

re
 s

ub
je

ct
 to

 d
ed

uc
tio

n 
fr

om
 T

ie
r 

1 
ca

pi
ta

l, 
pr

ed
om

in
an

tl
y 

go
od

w
ill

 a
nd

 o
th

er
 in

ta
ng

ib
le

 a
ss

et
s.

 
(b

) 
O

ff
-b

al
an

ce
 s

he
et

 e
xp

os
ur

es
 a

re
 c

al
cu

la
te

d 
as

 th
e 

av
er

ag
e 

of
 th

e 
th

re
e 

m
on

th
-e

nd
 s

po
t b

al
an

ce
s 

du
ri

ng
 th

e 
re

po
rt

in
g 

qu
ar

te
r. 

A
s 

of
 D

ec
em

be
r 

31
, 2

01
7,

 J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

.’s
 a

nd
 

Ch
as

e 
Ba

nk
 U

SA
, N

.A
.’s

 F
ul

ly
 P

ha
se

d-
In

 S
LR

s 
ar

e 
ap

pr
ox

im
at

el
y 

6.
7%

 a
nd

 1
1.

8%
, r

es
pe

ct
iv

el
y.

Li
ne

 o
f b

us
in

es
s 

eq
ui

ty
Ea

ch
 b

us
in

es
s 

se
gm

en
t i

s 
al

lo
ca

te
d 

ca
pi

ta
l b

y 
ta

ki
ng

 in
to

 
co

ns
id

er
at

io
n 

st
an

d-
al

on
e 

pe
er

 c
om

pa
ri

so
ns

 a
nd

 r
eg

ul
at

or
y 

ca
pi

ta
l r

eq
ui

re
m

en
ts

. F
or

 2
01

6,
 c

ap
ita

l w
as

 a
llo

ca
te

d 
to

 
ea

ch
 b

us
in

es
s 

se
gm

en
t f

or
, a

m
on

g 
ot

he
r 

th
in

gs
, g

oo
dw

ill
 

an
d 

ot
he

r 
in

ta
ng

ib
le

s 
as

so
ci

at
ed

 w
ith

 a
cq

ui
si

tio
ns

 e
ff

ec
te

d 
by

 th
e 

lin
e 

of
 b

us
in

es
s.

 R
O

E 
is

 m
ea

su
re

d 
an

d 
in

te
rn

al
 

ta
rg

et
s 

fo
r 

ex
pe

ct
ed

 r
et

ur
ns

 a
re

 e
st

ab
lis

he
d 

as
 k

ey
 

m
ea

su
re

s 
of

 a
 b

us
in

es
s 

se
gm

en
t’s

 p
er

fo
rm

an
ce

. 

O
n 

at
 le

as
t a

n 
an

nu
al

 b
as

is
, t

he
 F

ir
m

 a
ss

es
se

s 
th

e 
le

ve
l o

f 
ca

pi
ta

l r
eq

ui
re

d 
fo

r 
ea

ch
 li

ne
 o

f b
us

in
es

s 
as

 w
el

l a
s 

th
e 

as
su

m
pt

io
ns

 a
nd

 m
et

ho
do

lo
gi

es
 u

se
d 

to
 a

llo
ca

te
 c

ap
ita

l. 
Th

ro
ug

h 
th

e 
en

d 
of

 2
01

6,
 c

ap
ita

l w
as

 a
llo

ca
te

d 
to

 th
e 

lin
es

 
of

 b
us

in
es

s 
ba

se
d 

on
 a

 s
in

gl
e 

m
ea

su
re

, B
as

el
 II

I A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

 R
W

A
. E

ff
ec

tiv
e 

Ja
nu

ar
y 

1,
 2

01
7,

 th
e 

Fi
rm

’s
 

m
et

ho
do

lo
gy

 u
se

d 
to

 a
llo

ca
te

 c
ap

ita
l t

o 
th

e 
Fi

rm
’s

 b
us

in
es

s 
se

gm
en

ts
 w

as
 u

pd
at

ed
. T

he
 n

ew
 m

et
ho

do
lo

gy
 in

co
rp

or
at

es
 

Ba
se

l I
II 

St
an

da
rd

iz
ed

 F
ul

ly
 P

ha
se

d-
In

 R
W

A
 (

as
 w

el
l a

s 
Ba

se
l 

III
 A

dv
an

ce
d 

Fu
lly

 P
ha

se
d-

In
 R

W
A

),
 le

ve
ra

ge
, t

he
 G

SI
B 

su
rc

ha
rg

e,
 a

nd
 a

 s
im

ul
at

io
n 

of
 c

ap
ita

l i
n 

a 
se

ve
re

 s
tr

es
s 

en
vi

ro
nm

en
t.

 T
he

 m
et

ho
do

lo
gy

 w
ill

 c
on

tin
ue

 to
 b

e 
w

ei
gh

te
d 

to
w

ar
ds

 B
as

el
 II

I A
dv

an
ce

d 
Fu

lly
 P

ha
se

d-
In

 R
W

A
 b

ec
au

se
 

th
e 

Fi
rm

 b
el

ie
ve

s 
it 

to
 b

e 
th

e 
be

st
 p

ro
xy

 fo
r 

ec
on

om
ic

 r
is

k.
 

Th
e 

Fi
rm

 w
ill

 c
on

si
de

r 
fu

rt
he

r 
ch

an
ge

s 
to

 it
s 

ca
pi

ta
l 

al
lo

ca
tio

n 
m

et
ho

do
lo

gy
 a

s 
th

e 
re

gu
la

to
ry

 fr
am

ew
or

k 
ev

ol
ve

s.
 In

 a
dd

iti
on

, u
nd

er
 th

e 
ne

w
 m

et
ho

do
lo

gy
, c

ap
ita

l i
s 

no
 lo

ng
er

 a
llo

ca
te

d 
to

 e
ac

h 
lin

e 
of

 b
us

in
es

s 
fo

r 
go

od
w

ill
 a

nd
 

ot
he

r 
in

ta
ng

ib
le

s 
as

so
ci

at
ed

 w
ith

 a
cq

ui
si

tio
ns

 e
ff

ec
te

d 
by

 
th

e 
lin

e 
of

 b
us

in
es

s.
 T

he
 F

ir
m

 w
ill

 c
on

tin
ue

 to
 e

st
ab

lis
h 

in
te

rn
al

 R
O

E 
ta

rg
et

s 
fo

r 
its

 b
us

in
es

s 
se

gm
en

ts
, a

ga
in

st
 

w
hi

ch
 th

ey
 w

ill
 b

e 
m

ea
su

re
d,

 a
s 

a 
ke

y 
pe

rf
or

m
an

ce
 

in
di

ca
to

r. 



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
89

Th
e 

ta
bl

e 
be

lo
w

 r
ef

le
ct

s 
th

e 
Fi

rm
’s

 a
ss

es
se

d 
le

ve
l o

f c
ap

ita
l 

al
lo

ca
te

d 
to

 e
ac

h 
lin

e 
of

 b
us

in
es

s 
as

 o
f t

he
 d

at
es

 in
di

ca
te

d.
 

Li
ne

 o
f b

us
in

es
s 

eq
ui

ty
 (

A
llo

ca
te

d 
ca

pi
ta

l)
D

ec
em

be
r 

31
,

(i
n 

bi
lli

on
s)

Ja
nu

ar
y 

1,
 2

01
8

20
17

20
16

Co
ns

um
er

 &
 C

om
m

un
ity

 B
an

ki
ng

$
51

.0
$

51
.0

$
51

.0

Co
rp

or
at

e 
&

 In
ve

st
m

en
t B

an
k

70
.0

70
.0

64
.0

Co
m

m
er

ci
al

 B
an

ki
ng

20
.0

20
.0

16
.0

A
ss

et
 &

 W
ea

lt
h 

M
an

ag
em

en
t

9.
0

9.
0

9.
0

Co
rp

or
at

e
79

.6
79

.6
88

.1

To
ta

l c
om

m
on

 s
to

ck
ho

ld
er

s’
 e

qu
it

y
$

22
9.

6
$

22
9.

6
$

22
8.

1

Pl
an

ni
ng

 a
nd

 s
tr

es
s 

te
st

in
g

Co
m

pr
eh

en
si

ve
 C

ap
ita

l A
na

ly
si

s 
an

d 
Re

vi
ew

Th
e 

Fe
de

ra
l R

es
er

ve
 r

eq
ui

re
s 

la
rg

e 
ba

nk
 h

ol
di

ng
 

co
m

pa
ni

es
, i

nc
lu

di
ng

 th
e 

Fi
rm

, t
o 

su
bm

it 
a 

ca
pi

ta
l p

la
n 

on
 

an
 a

nn
ua

l b
as

is
. T

he
 F

ed
er

al
 R

es
er

ve
 u

se
s 

th
e 

CC
A

R 
an

d 
D

od
d-

Fr
an

k 
Ac

t s
tr

es
s 

te
st

 p
ro

ce
ss

es
 to

 e
ns

ur
e 

th
at

 la
rg

e 
BH

Cs
 h

av
e 

su
ff

ic
ie

nt
 c

ap
ita

l d
ur

in
g 

pe
ri

od
s 

of
 e

co
no

m
ic

 a
nd

 
fin

an
ci

al
 s

tr
es

s,
 a

nd
 h

av
e 

ro
bu

st
, f

or
w

ar
d-

lo
ok

in
g 

ca
pi

ta
l 

as
se

ss
m

en
t a

nd
 p

la
nn

in
g 

pr
oc

es
se

s 
in

 p
la

ce
 th

at
 a

dd
re

ss
 

ea
ch

 B
H

C’
s 

un
iq

ue
 r

is
ks

 to
 e

na
bl

e 
it 

to
 a

bs
or

b 
lo

ss
es

 u
nd

er
 

ce
rt

ai
n 

st
re

ss
 s

ce
na

ri
os

. T
hr

ou
gh

 th
e 

CC
A

R,
 th

e 
Fe

de
ra

l 
Re

se
rv

e 
ev

al
ua

te
s 

ea
ch

 B
H

C’
s 

ca
pi

ta
l a

de
qu

ac
y 

an
d 

in
te

rn
al

 
ca

pi
ta

l a
de

qu
ac

y 
as

se
ss

m
en

t p
ro

ce
ss

es
 (

“I
CA

A
P”

),
 a

s 
w

el
l 

as
 it

s 
pl

an
s 

to
 m

ak
e 

ca
pi

ta
l d

is
tr

ib
ut

io
ns

, s
uc

h 
as

 d
iv

id
en

d 
pa

ym
en

ts
 o

r 
st

oc
k 

re
pu

rc
ha

se
s.

 

O
n 

Ju
ne

 2
8,

 2
01

7,
 th

e 
Fe

de
ra

l R
es

er
ve

 in
fo

rm
ed

 th
e 

Fi
rm

 
th

at
 it

 d
id

 n
ot

 o
bj

ec
t,

 o
n 

ei
th

er
 a

 q
ua

nt
ita

tiv
e 

or
 q

ua
lit

at
iv

e 
ba

si
s,

 to
 th

e 
Fi

rm
’s

 2
01

7 
ca

pi
ta

l p
la

n.
 F

or
 in

fo
rm

at
io

n 
on

 
ac

tio
ns

 ta
ke

n 
by

 th
e 

Fi
rm

’s
 B

oa
rd

 o
f D

ir
ec

to
rs

 fo
llo

w
in

g 
th

e 
20

17
 C

CA
R 

re
su

lt
s,

 s
ee

 C
ap

ita
l a

ct
io

ns
 o

n 
pa

ge
s 

89
-9

0.

Th
e 

Fi
rm

’s
 C

CA
R 

pr
oc

es
s 

is
 in

te
gr

at
ed

 in
to

 a
nd

 e
m

pl
oy

s 
th

e 
sa

m
e 

m
et

ho
do

lo
gi

es
 u

til
iz

ed
 in

 th
e 

Fi
rm

’s
 IC

A
A

P 
pr

oc
es

s,
 a

s 
di

sc
us

se
d 

be
lo

w
.

In
te

rn
al

 C
ap

ita
l A

de
qu

ac
y 

As
se

ss
m

en
t P

ro
ce

ss
 

Se
m

ia
nn

ua
lly

, t
he

 F
ir

m
 c

om
pl

et
es

 th
e 

IC
A

A
P,

 w
hi

ch
 p

ro
vi

de
s 

m
an

ag
em

en
t w

ith
 a

 v
ie

w
 o

f t
he

 im
pa

ct
 o

f s
ev

er
e 

an
d 

un
ex

pe
ct

ed
 e

ve
nt

s 
on

 e
ar

ni
ng

s,
 b

al
an

ce
 s

he
et

 p
os

iti
on

s,
 

re
se

rv
es

 a
nd

 c
ap

ita
l. 

Th
e 

Fi
rm

’s
 IC

A
A

P 
in

te
gr

at
es

 s
tr

es
s 

te
st

in
g 

pr
ot

oc
ol

s 
w

ith
 c

ap
ita

l p
la

nn
in

g.
 

Th
e 

pr
oc

es
s 

as
se

ss
es

 th
e 

po
te

nt
ia

l i
m

pa
ct

 o
f a

lt
er

na
tiv

e 
ec

on
om

ic
 a

nd
 b

us
in

es
s 

sc
en

ar
io

s 
on

 th
e 

Fi
rm

’s
 e

ar
ni

ng
s 

an
d 

ca
pi

ta
l. 

Ec
on

om
ic

 s
ce

na
ri

os
, a

nd
 th

e 
pa

ra
m

et
er

s 
un

de
rl

yi
ng

 
th

os
e 

sc
en

ar
io

s,
 a

re
 d

ef
in

ed
 c

en
tr

al
ly

 a
nd

 a
pp

lie
d 

un
ifo

rm
ly

 
ac

ro
ss

 th
e 

bu
si

ne
ss

es
. T

he
se

 s
ce

na
ri

os
 a

re
 a

rt
ic

ul
at

ed
 in

 
te

rm
s 

of
 m

ac
ro

ec
on

om
ic

 fa
ct

or
s,

 w
hi

ch
 a

re
 k

ey
 d

ri
ve

rs
 o

f 
bu

si
ne

ss
 r

es
ul

ts
; g

lo
ba

l m
ar

ke
t s

ho
ck

s,
 w

hi
ch

 g
en

er
at

e 
sh

or
t-

te
rm

 b
ut

 s
ev

er
e 

tr
ad

in
g 

lo
ss

es
; a

nd
 id

io
sy

nc
ra

tic
 

op
er

at
io

na
l r

is
k 

ev
en

ts
. T

he
 s

ce
na

ri
os

 a
re

 in
te

nd
ed

 to
 

ca
pt

ur
e 

an
d 

st
re

ss
 k

ey
 v

ul
ne

ra
bi

lit
ie

s 
an

d 
id

io
sy

nc
ra

tic
 r

is
ks

 
fa

ci
ng

 th
e 

Fi
rm

. H
ow

ev
er

, w
he

n 
de

fin
in

g 
a 

br
oa

d 
ra

ng
e 

of
 

sc
en

ar
io

s,
 a

ct
ua

l e
ve

nt
s 

ca
n 

al
w

ay
s 

be
 w

or
se

. A
cc

or
di

ng
ly

, 
m

an
ag

em
en

t c
on

si
de

rs
 a

dd
iti

on
al

 s
tr

es
se

s 
ou

ts
id

e 
th

es
e 

sc
en

ar
io

s,
 a

s 
ne

ce
ss

ar
y.

 IC
A

A
P 

re
su

lt
s 

ar
e 

re
vi

ew
ed

 b
y 

m
an

ag
em

en
t a

nd
 th

e 
Au

di
t C

om
m

itt
ee

. 

Ca
pi

ta
l a

ct
io

ns

Pr
ef

er
re

d 
st

oc
k 

Pr
ef

er
re

d 
st

oc
k 

di
vi

de
nd

s 
de

cl
ar

ed
 w

er
e 

$1
.7

 b
ill

io
n 

fo
r 

th
e 

ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 2

01
7.

O
n 

O
ct

ob
er

 2
0,

 2
01

7,
 th

e 
Fi

rm
 is

su
ed

 $
1.

3 
bi

lli
on

 o
f f

ix
ed

-
to

-f
lo

at
in

g 
ra

te
 n

on
-c

um
ul

at
iv

e 
pr

ef
er

re
d 

st
oc

k,
 S

er
ie

s 
CC

, 
w

ith
 a

n 
in

iti
al

 d
iv

id
en

d 
ra

te
 o

f 4
.6

25
%

. O
n 

D
ec

em
be

r 
1,

 
20

17
, t

he
 F

ir
m

 r
ed

ee
m

ed
 a

ll 
$1

.3
 b

ill
io

n 
of

 it
s 

ou
ts

ta
nd

in
g 

5.
50

%
 n

on
-c

um
ul

at
iv

e 
pr

ef
er

re
d 

st
oc

k,
 S

er
ie

s 
O

.

Fo
r 

ad
di

tio
na

l i
nf

or
m

at
io

n 
on

 th
e 

Fi
rm

’s
 p

re
fe

rr
ed

 s
to

ck
, 

se
e 

N
ot

e 
20

.

Tr
us

t p
re

fe
rr

ed
 s

ec
ur

iti
es

O
n 

D
ec

em
be

r 
18

, 2
01

7,
 th

e 
D

el
aw

ar
e 

tr
us

ts
 th

at
 is

su
ed

 
se

ve
n 

se
ri

es
 o

f o
ut

st
an

di
ng

 tr
us

t p
re

fe
rr

ed
 s

ec
ur

iti
es

 w
er

e 
liq

ui
da

te
d,

 $
1.

6 
bi

lli
on

 o
f t

ru
st

 p
re

fe
rr

ed
 a

nd
 $

56
 m

ill
io

n 
of

 
co

m
m

on
 s

ec
ur

iti
es

 o
ri

gi
na

lly
 is

su
ed

 b
y 

th
os

e 
tr

us
ts

 w
er

e 
ca

nc
el

le
d,

 a
nd

 th
e 

ju
ni

or
 s

ub
or

di
na

te
d 

de
be

nt
ur

es
 

pr
ev

io
us

ly
 h

el
d 

by
 e

ac
h 

tr
us

t i
ss

ue
r 

w
er

e 
di

st
ri

bu
te

d 
pr

o 
ra

ta
 to

 th
e 

ho
ld

er
s 

of
 th

e 
co

rr
es

po
nd

in
g 

se
ri

es
 o

f t
ru

st
 

pr
ef

er
re

d 
an

d 
co

m
m

on
 s

ec
ur

iti
es

.

Th
e 

Fi
rm

 r
ed

ee
m

ed
 $

1.
6 

bi
lli

on
 o

f t
ru

st
 p

re
fe

rr
ed

 s
ec

ur
iti

es
 

in
 th

e 
ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

, 2
01

6.

Co
m

m
on

 s
to

ck
 d

iv
id

en
ds

 
Th

e 
Fi

rm
’s

 c
om

m
on

 s
to

ck
 d

iv
id

en
d 

po
lic

y 
re

fle
ct

s 
JP

M
or

ga
n 

Ch
as

e’
s 

ea
rn

in
gs

 o
ut

lo
ok

, d
es

ir
ed

 d
iv

id
en

d 
pa

yo
ut

 r
at

io
, 

ca
pi

ta
l o

bj
ec

tiv
es

, a
nd

 a
lt

er
na

tiv
e 

in
ve

st
m

en
t o

pp
or

tu
ni

tie
s.

 

O
n 

Se
pt

em
be

r 
19

, 2
01

7,
 th

e 
Fi

rm
 a

nn
ou

nc
ed

 th
at

 it
s 

Bo
ar

d 
of

 D
ir

ec
to

rs
 in

cr
ea

se
d 

th
e 

qu
ar

te
rl

y 
co

m
m

on
 s

to
ck

 d
iv

id
en

d 
to

 $
0.

56
 p

er
 s

ha
re

, e
ff

ec
tiv

e 
w

ith
 th

e 
di

vi
de

nd
 p

ai
d 

on
 

O
ct

ob
er

 3
1,

 2
01

7.
 T

he
 F

ir
m

’s
 d

iv
id

en
ds

 a
re

 s
ub

je
ct

 to
 th

e 
Bo

ar
d 

of
 D

ir
ec

to
rs

’ a
pp

ro
va

l o
n 

a 
qu

ar
te

rl
y 

ba
si

s.

Fo
r 

in
fo

rm
at

io
n 

re
ga

rd
in

g 
di

vi
de

nd
 r

es
tr

ic
tio

ns
, s

ee
 N

ot
e 

20
 

an
d 

N
ot

e 
25

.



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

90
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

Th
e 

fo
llo

w
in

g 
ta

bl
e 

sh
ow

s 
th

e 
co

m
m

on
 d

iv
id

en
d 

pa
yo

ut
 

ra
tio

 b
as

ed
 o

n 
ne

t i
nc

om
e 

ap
pl

ic
ab

le
 to

 c
om

m
on

 e
qu

it
y.

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
,

20
17

20
16

20
15

Co
m

m
on

 d
iv

id
en

d 
pa

yo
ut

 r
at

io
33

%
30

%
28

%

Co
m

m
on

 e
qu

ity
 

D
ur

in
g 

th
e 

ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 2

01
7,

 w
ar

ra
nt

 
ho

ld
er

s 
ex

er
ci

se
d 

th
ei

r 
ri

gh
t t

o 
pu

rc
ha

se
 9

.9
 m

ill
io

n 
sh

ar
es

 
of

 th
e 

Fi
rm

’s
 c

om
m

on
 s

to
ck

. T
he

 F
ir

m
 is

su
ed

 fr
om

 tr
ea

su
ry

 
st

oc
k 

5.
4 

m
ill

io
n 

sh
ar

es
 o

f i
ts

 c
om

m
on

 s
to

ck
 a

s 
a 

re
su

lt
 o

f 
th

es
e 

ex
er

ci
se

s.
 A

s 
of

 D
ec

em
be

r 
31

, 2
01

7,
 1

5.
0 

m
ill

io
n 

w
ar

ra
nt

s 
re

m
ai

ne
d 

ou
ts

ta
nd

in
g,

 c
om

pa
re

d 
w

ith
 2

4.
9 

m
ill

io
n 

ou
ts

ta
nd

in
g 

as
 o

f D
ec

em
be

r 
31

, 2
01

6.

Ef
fe

ct
iv

e 
Ju

ne
 2

8,
 2

01
7,

 th
e 

Fi
rm

’s
 B

oa
rd

 o
f D

ir
ec

to
rs

 
au

th
or

iz
ed

 th
e 

re
pu

rc
ha

se
 o

f u
p 

to
 $

19
.4

 b
ill

io
n 

of
 c

om
m

on
 

eq
ui

ty
 (

co
m

m
on

 s
to

ck
 a

nd
 w

ar
ra

nt
s)

 b
et

w
ee

n 
Ju

ly
 1

, 2
01

7 
an

d 
Ju

ne
 3

0,
 2

01
8,

 a
s 

pa
rt

 o
f i

ts
 a

nn
ua

l c
ap

ita
l p

la
n.

A
s 

of
 D

ec
em

be
r 

31
, 2

01
7,

 $
9.

8 
bi

lli
on

 o
f a

ut
ho

ri
ze

d 
re

pu
rc

ha
se

 c
ap

ac
it

y 
re

m
ai

ne
d 

un
de

r 
th

e 
co

m
m

on
 e

qu
it

y 
re

pu
rc

ha
se

 p
ro

gr
am

. 

Th
e 

fo
llo

w
in

g 
ta

bl
e 

se
ts

 fo
rt

h 
th

e 
Fi

rm
’s

 r
ep

ur
ch

as
es

 o
f 

co
m

m
on

 e
qu

it
y 

fo
r 

th
e 

ye
ar

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7,
 

20
16

 a
nd

 2
01

5.
 T

he
re

 w
er

e 
no

 r
ep

ur
ch

as
es

 o
f w

ar
ra

nt
s 

du
ri

ng
 th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7,

 2
01

6 
an

d 
20

15
.

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, (

in
 m

ill
io

ns
)

20
17

20
16

20
15

To
ta

l n
um

be
r 

of
 s

ha
re

s 
of

 c
om

m
on

 s
to

ck
re

pu
rc

ha
se

d
16

6.
6

14
0.

4
89

.8

Ag
gr

eg
at

e 
pu

rc
ha

se
 p

ri
ce

 o
f c

om
m

on
st

oc
k 

re
pu

rc
ha

se
s

$
15

,4
10

$
9,

08
2

$
5,

61
6

Th
e 

Fi
rm

 m
ay

, f
ro

m
 ti

m
e 

to
 ti

m
e,

 e
nt

er
 in

to
 w

ri
tt

en
 tr

ad
in

g 
pl

an
s 

un
de

r 
Ru

le
 1

0b
5-

1 
of

 th
e 

Se
cu

ri
tie

s 
Ex

ch
an

ge
 A

ct
 o

f 
19

34
 to

 fa
ci

lit
at

e 
re

pu
rc

ha
se

s 
in

 a
cc

or
da

nc
e 

w
ith

 th
e 

co
m

m
on

 e
qu

it
y 

re
pu

rc
ha

se
 p

ro
gr

am
. A

 R
ul

e 
10

b5
-1

 
re

pu
rc

ha
se

 p
la

n 
al

lo
w

s 
th

e 
Fi

rm
 to

 r
ep

ur
ch

as
e 

its
 e

qu
it

y 
du

ri
ng

 p
er

io
ds

 w
he

n 
it 

w
ou

ld
 n

ot
 o

th
er

w
is

e 
be

 r
ep

ur
ch

as
in

g 
co

m
m

on
 e

qu
it

y 
—

 fo
r 

ex
am

pl
e,

 d
ur

in
g 

in
te

rn
al

 tr
ad

in
g 

bl
ac

ko
ut

 p
er

io
ds

. A
ll 

pu
rc

ha
se

s 
un

de
r 

Ru
le

 1
0b

5-
1 

pl
an

s 
m

us
t b

e 
m

ad
e 

ac
co

rd
in

g 
to

 p
re

de
fin

ed
 s

ch
ed

ul
es

 
es

ta
bl

is
he

d 
w

he
n 

th
e 

Fi
rm

 is
 n

ot
 a

w
ar

e 
of

 m
at

er
ia

l 
no

np
ub

lic
 in

fo
rm

at
io

n.

Th
e 

au
th

or
iz

at
io

n 
to

 r
ep

ur
ch

as
e 

co
m

m
on

 e
qu

it
y 

w
ill

 b
e 

ut
ili

ze
d 

at
 m

an
ag

em
en

t’s
 d

is
cr

et
io

n,
 a

nd
 th

e 
tim

in
g 

of
 

pu
rc

ha
se

s 
an

d 
th

e 
ex

ac
t a

m
ou

nt
 o

f c
om

m
on

 e
qu

it
y 

th
at

 
m

ay
 b

e 
re

pu
rc

ha
se

d 
is

 s
ub

je
ct

 to
 v

ar
io

us
 fa

ct
or

s,
 in

cl
ud

in
g 

m
ar

ke
t c

on
di

tio
ns

; l
eg

al
 a

nd
 r

eg
ul

at
or

y 
co

ns
id

er
at

io
ns

 
af

fe
ct

in
g 

th
e 

am
ou

nt
 a

nd
 ti

m
in

g 
of

 r
ep

ur
ch

as
e 

ac
tiv

it
y;

 th
e 

Fi
rm

’s
 c

ap
ita

l p
os

iti
on

 (
ta

ki
ng

 in
to

 a
cc

ou
nt

 g
oo

dw
ill

 a
nd

 
in

ta
ng

ib
le

s)
; i

nt
er

na
l c

ap
ita

l g
en

er
at

io
n;

 a
nd

 a
lt

er
na

tiv
e 

in
ve

st
m

en
t o

pp
or

tu
ni

tie
s.

 T
he

 r
ep

ur
ch

as
e 

pr
og

ra
m

 d
oe

s 
no

t 
in

cl
ud

e 
sp

ec
ifi

c 
pr

ic
e 

ta
rg

et
s 

or
 ti

m
et

ab
le

s;
 m

ay
 b

e 
ex

ec
ut

ed
 th

ro
ug

h 
op

en
 m

ar
ke

t p
ur

ch
as

es
 o

r 
pr

iv
at

el
y 

ne
go

tia
te

d 
tr

an
sa

ct
io

ns
, o

r 
ut

ili
zi

ng
 R

ul
e 

10
b5

-1
 p

la
ns

; a
nd

 
m

ay
 b

e 
su

sp
en

de
d 

by
 m

an
ag

em
en

t a
t a

ny
 ti

m
e.

Fo
r 

ad
di

tio
na

l i
nf

or
m

at
io

n 
re

ga
rd

in
g 

re
pu

rc
ha

se
s 

of
 th

e 
Fi

rm
’s

 e
qu

it
y 

se
cu

ri
tie

s,
 s

ee
 P

ar
t I

I, 
It

em
 5

: M
ar

ke
t f

or
 

Re
gi

st
ra

nt
’s

 C
om

m
on

 E
qu

it
y,

 R
el

at
ed

 S
to

ck
ho

ld
er

 M
at

te
rs

 
an

d 
Is

su
er

 P
ur

ch
as

es
 o

f E
qu

it
y 

Se
cu

ri
tie

s 
on

 p
ag

e 
28

.

O
th

er
 c

ap
it

al
 r

eq
ui

re
m

en
ts

 

TL
AC

O
n 

D
ec

em
be

r 
15

, 2
01

6,
 th

e 
Fe

de
ra

l R
es

er
ve

 is
su

ed
 it

s 
fin

al
 

TL
AC

 r
ul

e 
w

hi
ch

 r
eq

ui
re

s 
th

e 
to

p-
tie

r 
ho

ld
in

g 
co

m
pa

ni
es

 o
f 

ei
gh

t U
.S

. G
SI

B 
ho

ld
in

g 
co

m
pa

ni
es

, i
nc

lu
di

ng
 th

e 
Fi

rm
, t

o 
m

ai
nt

ai
n 

m
in

im
um

 le
ve

ls
 o

f e
xt

er
na

l T
LA

C 
an

d 
ex

te
rn

al
 

lo
ng

-t
er

m
 d

eb
t t

ha
t s

at
is

fie
s 

ce
rt

ai
n 

el
ig

ib
ili

ty
 c

ri
te

ri
a 

(“
el

ig
ib

le
 L

TD
”)

, e
ff

ec
tiv

e 
Ja

nu
ar

y 
1,

 2
01

9.

Th
e 

m
in

im
um

 e
xt

er
na

l T
LA

C 
an

d 
th

e 
m

in
im

um
 le

ve
l o

f 
el

ig
ib

le
 lo

ng
-t

er
m

 d
eb

t r
eq

ui
re

m
en

ts
 a

re
 s

ho
w

n 
be

lo
w

:

(a
) 

RW
A

 is
 th

e 
gr

ea
te

r 
of

 S
ta

nd
ar

di
ze

d 
an

d 
Ad

va
nc

ed
.

Th
e 

fin
al

 T
LA

C 
ru

le
 p

er
m

an
en

tl
y 

gr
an

df
at

he
re

d 
al

l l
on

g-
te

rm
 d

eb
t i

ss
ue

d 
be

fo
re

 D
ec

em
be

r 
31

, 2
01

6,
 to

 th
e 

ex
te

nt
 

th
es

e 
se

cu
ri

tie
s 

w
ou

ld
 b

e 
in

el
ig

ib
le

 b
ec

au
se

 th
ey

 c
on

ta
in

ed
 

im
pe

rm
is

si
bl

e 
ac

ce
le

ra
tio

n 
ri

gh
ts

 o
r 

w
er

e 
go

ve
rn

ed
 b

y 
no

n-
U

.S
. l

aw
. A

s 
of

 D
ec

em
be

r 
31

, 2
01

7,
 th

e 
Fi

rm
 w

as
 c

om
pl

ia
nt

 
w

ith
 th

e 
re

qu
ir

em
en

ts
 u

nd
er

 th
e 

cu
rr

en
t r

ul
e 

to
 w

hi
ch

 it
 w

ill
 

be
 s

ub
je

ct
 o

n 
Ja

nu
ar

y 
1,

 2
01

9.

18
%

 o
f R

W
A

+
ap

pl
ic

ab
le

 
bu

ff
er

s,
 in

cl
ud

in
g 

M
et

ho
d 

1 
G

SI
B

su
rc

ha
rg

e

7.
5%

 
of

 t
ot

al
le

ve
ra

ge
 

ex
po

su
re

+
2.

0%
 b

uff
er

6%
 o

f R
W

A
+

M
et

ho
d 

2 
G

SI
B

su
rc

ha
rg

e

4.
5%

 
of

 t
ot

al
le

ve
ra

ge
ex

po
su

re

M
in

im
um

 e
xt

er
na

l T
LA

C

G
re

at
er

 
of

M
in

im
um

 le
ve

l o
f e

lig
ib

le
lo

ng
-t

er
m

 d
eb

t

G
re

at
er

 
of

(a
)

(a
)



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
91

B
ro

ke
r-

de
al

er
 r

eg
ul

at
or

y 
ca

pi
ta

l

JP
M

or
ga

n 
Se

cu
ri

tie
s

JP
M

or
ga

n 
Ch

as
e’

s 
pr

in
ci

pa
l U

.S
. b

ro
ke

r-
de

al
er

 s
ub

si
di

ar
y 

is
 

JP
M

or
ga

n 
Se

cu
ri

tie
s.

 J
PM

or
ga

n 
Se

cu
ri

tie
s 

is
 s

ub
je

ct
 to

 R
ul

e 
15

c3
-1

 u
nd

er
 th

e 
Se

cu
ri

tie
s 

Ex
ch

an
ge

 A
ct

 o
f 1

93
4 

(t
he

 
“N

et
 C

ap
ita

l R
ul

e”
).

 J
PM

or
ga

n 
Se

cu
ri

tie
s 

is
 a

ls
o 

re
gi

st
er

ed
 

as
 a

 fu
tu

re
s 

co
m

m
is

si
on

 m
er

ch
an

t a
nd

 s
ub

je
ct

 to
 R

ul
e 

1.
17

 
of

 th
e 

CF
TC

.

JP
M

or
ga

n 
Se

cu
ri

tie
s 

ha
s 

el
ec

te
d 

to
 c

om
pu

te
 it

s 
m

in
im

um
 

ne
t c

ap
ita

l r
eq

ui
re

m
en

ts
 in

 a
cc

or
da

nc
e 

w
ith

 th
e 

“A
lt

er
na

tiv
e 

N
et

 C
ap

ita
l R

eq
ui

re
m

en
ts

” 
of

 th
e 

N
et

 C
ap

ita
l R

ul
e.

In
 a

cc
or

da
nc

e 
w

ith
 th

e 
m

ar
ke

t a
nd

 c
re

di
t r

is
k 

st
an

da
rd

s 
of

 
A

pp
en

di
x 

E 
of

 th
e 

N
et

 C
ap

ita
l R

ul
e,

 J
PM

or
ga

n 
Se

cu
ri

tie
s 

is
 

el
ig

ib
le

 to
 u

se
 th

e 
al

te
rn

at
iv

e 
m

et
ho

d 
of

 c
om

pu
tin

g 
ne

t 
ca

pi
ta

l i
f, 

in
 a

dd
iti

on
 to

 m
ee

tin
g 

its
 m

in
im

um
 n

et
 c

ap
ita

l 
re

qu
ir

em
en

ts
, i

t m
ai

nt
ai

ns
 te

nt
at

iv
e 

ne
t c

ap
ita

l o
f a

t l
ea

st
 

$1
.0

 b
ill

io
n 

an
d 

is
 a

ls
o 

re
qu

ir
ed

 to
 n

ot
if

y 
th

e 
SE

C 
in

 th
e 

ev
en

t t
ha

t t
en

ta
tiv

e 
ne

t c
ap

ita
l i

s 
le

ss
 th

an
 $

5.
0 

bi
lli

on
. A

s 
of

 D
ec

em
be

r 
31

, 2
01

7,
 J

PM
or

ga
n 

Se
cu

ri
tie

s 
ha

d 
te

nt
at

iv
e 

ne
t c

ap
ita

l i
n 

ex
ce

ss
 o

f t
he

 m
in

im
um

 a
nd

 n
ot

ifi
ca

tio
n 

re
qu

ir
em

en
ts

. T
he

 fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 
JP

M
or

ga
n 

Se
cu

ri
tie

s’
 n

et
 c

ap
ita

l i
nf

or
m

at
io

n:
 

D
ec

em
be

r 
31

, 2
01

7
N

et
 c

ap
ita

l

(i
n 

bi
lli

on
s)

Ac
tu

al
M

in
im

um

JP
M

or
ga

n 
Se

cu
ri

tie
s

$
13

.6
$

2.
8

J.P
. M

or
ga

n 
Se

cu
ri

tie
s 

pl
c

J.
P.

 M
or

ga
n 

Se
cu

ri
tie

s 
pl

c 
is

 a
 w

ho
lly

 o
w

ne
d 

su
bs

id
ia

ry
 o

f J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

. a
nd

 is
 th

e 
Fi

rm
’s

 p
ri

nc
ip

al
 o

pe
ra

tin
g 

su
bs

id
ia

ry
 in

 th
e 

U
.K

. I
t h

as
 a

ut
ho

ri
ty

 to
 e

ng
ag

e 
in

 b
an

ki
ng

, i
nv

es
tm

en
t b

an
ki

ng
 a

nd
 b

ro
ke

r-
de

al
er

 a
ct

iv
iti

es
. 

J.
P.

 M
or

ga
n 

Se
cu

ri
tie

s 
pl

c 
is

 jo
in

tl
y 

re
gu

la
te

d 
by

 th
e 

U
.K

. P
RA

 a
nd

 th
e 

FC
A

. J
.P

. M
or

ga
n 

Se
cu

ri
tie

s 
pl

c 
is

 s
ub

je
ct

 to
 th

e 
Eu

ro
pe

an
 

U
ni

on
 C

ap
ita

l R
eq

ui
re

m
en

ts
 R

eg
ul

at
io

n 
an

d 
th

e 
U

.K
. P

RA
 c

ap
ita

l r
ul

es
, e

ac
h 

of
 w

hi
ch

 im
pl

em
en

te
d 

Ba
se

l I
II 

an
d 

th
er

eb
y 

su
bj

ec
t 

J.
P.

 M
or

ga
n 

Se
cu

ri
tie

s 
pl

c 
to

 it
s 

re
qu

ir
em

en
ts

.

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 J
.P

. M
or

ga
n 

Se
cu

ri
tie

s 
pl

c’
s 

ca
pi

ta
l i

nf
or

m
at

io
n:

D
ec

em
be

r 
31

, 2
01

7
To

ta
l c

ap
ita

l
CE

T1
 r

at
io

To
ta

l c
ap

ita
l r

at
io

(i
n 

bi
lli

on
s,

 e
xc

ep
t r

at
io

s)
Es

tim
at

ed
Es

tim
at

ed
M

in
im

um
Es

tim
at

ed
M

in
im

um

J.
P.

 M
or

ga
n 

Se
cu

ri
tie

s 
pl

c
$

39
.6

15
.9

%
4.

5%
15

.9
%

8.
0

%



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

92
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

LI
Q

U
ID

IT
Y 

RI
SK

 M
A

N
AG

EM
EN

T

Li
qu

id
it

y 
ri

sk
 is

 th
e 

ri
sk

 th
at

 th
e 

Fi
rm

 w
ill

 b
e 

un
ab

le
 to

 m
ee

t 
its

 c
on

tr
ac

tu
al

 a
nd

 c
on

tin
ge

nt
 fi

na
nc

ia
l o

bl
ig

at
io

ns
 a

s 
th

ey
 

ar
is

e 
or

 th
at

 it
 d

oe
s 

no
t h

av
e 

th
e 

ap
pr

op
ri

at
e 

am
ou

nt
, 

co
m

po
si

tio
n 

an
d 

te
no

r 
of

 fu
nd

in
g 

an
d 

liq
ui

di
ty

 to
 s

up
po

rt
 

its
 a

ss
et

s 
an

d 
lia

bi
lit

ie
s.

Li
qu

id
it

y 
ri

sk
 o

ve
rs

ig
ht

Th
e 

Fi
rm

 h
as

 a
 li

qu
id

it
y 

ri
sk

 o
ve

rs
ig

ht
 fu

nc
tio

n 
w

ho
se

 
pr

im
ar

y 
ob

je
ct

iv
e 

is
 to

 p
ro

vi
de

 a
ss

es
sm

en
t,

 m
ea

su
re

m
en

t,
 

m
on

ito
ri

ng
, a

nd
 c

on
tr

ol
 o

f l
iq

ui
di

ty
 r

is
k 

ac
ro

ss
 th

e 
Fi

rm
. 

Li
qu

id
it

y 
ri

sk
 o

ve
rs

ig
ht

 is
 m

an
ag

ed
 th

ro
ug

h 
a 

de
di

ca
te

d 
fir

m
w

id
e 

Li
qu

id
it

y 
Ri

sk
 O

ve
rs

ig
ht

 g
ro

up
. T

he
 C

IO
, T

re
as

ur
y 

an
d 

Co
rp

or
at

e 
(“

CT
C”

) 
CR

O
, w

ho
 r

ep
or

ts
 to

 th
e 

Fi
rm

’s
 C

RO
, 

as
 p

ar
t o

f t
he

 IR
M

 fu
nc

tio
n,

 is
 r

es
po

ns
ib

le
 fo

r 
fir

m
w

id
e 

Li
qu

id
it

y 
Ri

sk
 O

ve
rs

ig
ht

. L
iq

ui
di

ty
 R

is
k 

O
ve

rs
ig

ht
’s

 
re

sp
on

si
bi

lit
ie

s 
in

cl
ud

e:
 

• 
Es

ta
bl

is
hi

ng
 a

nd
 m

on
ito

ri
ng

 li
m

its
, i

nd
ic

at
or

s,
 a

nd
 

th
re

sh
ol

ds
, i

nc
lu

di
ng

 li
qu

id
it

y 
ri

sk
 a

pp
et

ite
 to

le
ra

nc
es

; 

• 
M

on
ito

ri
ng

 in
te

rn
al

 fi
rm

w
id

e 
an

d 
m

at
er

ia
l l

eg
al

 e
nt

it
y 

liq
ui

di
ty

 s
tr

es
s 

te
st

s,
 a

nd
 m

on
ito

ri
ng

 a
nd

 r
ep

or
tin

g 
re

gu
la

to
ry

 d
ef

in
ed

 li
qu

id
it

y 
st

re
ss

 te
st

in
g;

 

• 
A

pp
ro

vi
ng

 o
r 

es
ca

la
tin

g 
fo

r 
re

vi
ew

 li
qu

id
it

y 
st

re
ss

 
as

su
m

pt
io

ns
; 

• 
M

on
ito

ri
ng

 li
qu

id
it

y 
po

si
tio

ns
, b

al
an

ce
 s

he
et

 v
ar

ia
nc

es
 

an
d 

fu
nd

in
g 

ac
tiv

iti
es

, a
nd

 

• 
Co

nd
uc

tin
g 

ad
 h

oc
 a

na
ly

si
s 

to
 id

en
tif

y 
po

te
nt

ia
l 

em
er

gi
ng

 li
qu

id
it

y 
ri

sk
s.

Li
qu

id
it

y 
m

an
ag

em
en

t 
Tr

ea
su

ry
 a

nd
 C

IO
 is

 r
es

po
ns

ib
le

 fo
r 

liq
ui

di
ty

 m
an

ag
em

en
t.

 
Th

e 
pr

im
ar

y 
ob

je
ct

iv
es

 o
f e

ff
ec

tiv
e 

liq
ui

di
ty

 m
an

ag
em

en
t 

ar
e 

to
:  

• 
En

su
re

 th
at

 th
e 

Fi
rm

’s
 c

or
e 

bu
si

ne
ss

es
 a

nd
 m

at
er

ia
l l

eg
al

 
en

tit
ie

s 
ar

e 
ab

le
 to

 o
pe

ra
te

 in
 s

up
po

rt
 o

f c
lie

nt
 n

ee
ds

 
an

d 
m

ee
t c

on
tr

ac
tu

al
 a

nd
 c

on
tin

ge
nt

 fi
na

nc
ia

l 
ob

lig
at

io
ns

 th
ro

ug
h 

no
rm

al
 e

co
no

m
ic

 c
yc

le
s 

as
 w

el
l a

s 
du

ri
ng

 s
tr

es
s 

ev
en

ts
, a

nd
 

• 
M

an
ag

e 
an

 o
pt

im
al

 fu
nd

in
g 

m
ix

 a
nd

 a
va

ila
bi

lit
y 

of
 

liq
ui

di
ty

 s
ou

rc
es

. 

Th
e 

Fi
rm

 m
an

ag
es

 li
qu

id
it

y 
an

d 
fu

nd
in

g 
us

in
g 

a 
ce

nt
ra

liz
ed

, 
gl

ob
al

 a
pp

ro
ac

h 
ac

ro
ss

 it
s 

en
tit

ie
s,

 ta
ki

ng
 in

to
 c

on
si

de
ra

tio
n 

bo
th

 th
ei

r 
cu

rr
en

t l
iq

ui
di

ty
 p

ro
fil

e 
an

d 
an

y 
po

te
nt

ia
l 

ch
an

ge
s 

ov
er

 ti
m

e,
 in

 o
rd

er
 to

 o
pt

im
iz

e 
liq

ui
di

ty
 s

ou
rc

es
 

an
d 

us
es

.  

In
 th

e 
co

nt
ex

t o
f t

he
 F

ir
m

’s
 li

qu
id

it
y 

m
an

ag
em

en
t,

 T
re

as
ur

y 
an

d 
CI

O
 is

 r
es

po
ns

ib
le

 fo
r:

 

• 
A

na
ly

zi
ng

 a
nd

 u
nd

er
st

an
di

ng
 th

e 
liq

ui
di

ty
 c

ha
ra

ct
er

is
tic

s 
of

 th
e 

as
se

ts
 a

nd
 li

ab
ili

tie
s 

of
 th

e 
Fi

rm
, l

in
es

 o
f b

us
in

es
s 

an
d 

le
ga

l e
nt

iti
es

, t
ak

in
g 

in
to

 a
cc

ou
nt

 le
ga

l, 
re

gu
la

to
ry

, 
an

d 
op

er
at

io
na

l r
es

tr
ic

tio
ns

; 

• 
D

ev
el

op
in

g 
in

te
rn

al
 li

qu
id

it
y 

st
re

ss
 te

st
in

g 
as

su
m

pt
io

ns
; 

• 
D

ef
in

in
g 

an
d 

m
on

ito
ri

ng
 fi

rm
w

id
e 

an
d 

le
ga

l e
nt

it
y-

sp
ec

ifi
c 

liq
ui

di
ty

 s
tr

at
eg

ie
s,

 p
ol

ic
ie

s,
 g

ui
de

lin
es

, 
re

po
rt

in
g 

an
d 

co
nt

in
ge

nc
y 

fu
nd

in
g 

pl
an

s;
 

• 
M

an
ag

in
g 

liq
ui

di
ty

 w
ith

in
 th

e 
Fi

rm
’s

 a
pp

ro
ve

d 
liq

ui
di

ty
 

ri
sk

 a
pp

et
ite

 to
le

ra
nc

es
 a

nd
 li

m
its

; 

• 
M

an
ag

in
g 

co
m

pl
ia

nc
e 

w
ith

 r
eg

ul
at

or
y 

re
qu

ir
em

en
ts

 
re

la
te

d 
to

 fu
nd

in
g 

an
d 

liq
ui

di
ty

 r
is

k,
 a

nd
 

• 
Se

tt
in

g 
tr

an
sf

er
 p

ri
ci

ng
 in

 a
cc

or
da

nc
e 

w
ith

 u
nd

er
ly

in
g 

liq
ui

di
ty

 c
ha

ra
ct

er
is

tic
s 

of
 b

al
an

ce
 s

he
et

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s 
as

 w
el

l a
s 

ce
rt

ai
n 

of
f-

ba
la

nc
e 

sh
ee

t i
te

m
s.

 

R
is

k 
go

ve
rn

an
ce

 a
nd

 m
ea

su
re

m
en

t
Sp

ec
ifi

c 
co

m
m

itt
ee

s 
re

sp
on

si
bl

e 
fo

r 
liq

ui
di

ty
 g

ov
er

na
nc

e 
in

cl
ud

e 
th

e 
fir

m
w

id
e 

A
LC

O
 a

s 
w

el
l a

s 
lin

e 
of

 b
us

in
es

s 
an

d 
re

gi
on

al
 A

LC
O

s,
 a

nd
 th

e 
CT

C 
Ri

sk
 C

om
m

itt
ee

. I
n 

ad
di

tio
n,

 
th

e 
D

RP
C 

re
vi

ew
s 

an
d 

re
co

m
m

en
ds

 to
 th

e 
Bo

ar
d 

of
 

D
ir

ec
to

rs
, f

or
 fo

rm
al

 a
pp

ro
va

l, 
th

e 
Fi

rm
’s

 li
qu

id
it

y 
ri

sk
 

to
le

ra
nc

es
, l

iq
ui

di
ty

 s
tr

at
eg

y,
 a

nd
 li

qu
id

it
y 

po
lic

y 
at

 le
as

t 
an

nu
al

ly
. F

or
 fu

rt
he

r 
di

sc
us

si
on

 o
f A

LC
O

 a
nd

 o
th

er
 r

is
k-

re
la

te
d 

co
m

m
itt

ee
s,

 s
ee

 E
nt

er
pr

is
e-

w
id

e 
Ri

sk
 M

an
ag

em
en

t 
on

 p
ag

es
 7

5–
13

7.

In
te

rn
al

 s
tr

es
s 

te
st

in
g

Li
qu

id
it

y 
st

re
ss

 te
st

s 
ar

e 
in

te
nd

ed
 to

 e
ns

ur
e 

th
at

 th
e 

Fi
rm

 
ha

s 
su

ff
ic

ie
nt

 li
qu

id
it

y 
un

de
r 

a 
va

ri
et

y 
of

 a
dv

er
se

 s
ce

na
ri

os
, 

in
cl

ud
in

g 
sc

en
ar

io
s 

an
al

yz
ed

 a
s 

pa
rt

 o
f t

he
 F

ir
m

’s
 r

es
ol

ut
io

n 
an

d 
re

co
ve

ry
 p

la
nn

in
g.

 S
tr

es
s 

sc
en

ar
io

s 
ar

e 
pr

od
uc

ed
 fo

r 
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

 (
“P

ar
en

t C
om

pa
ny

”)
 a

nd
 th

e 
Fi

rm
’s

 
m

at
er

ia
l l

eg
al

 e
nt

iti
es

 o
n 

a 
re

gu
la

r 
ba

si
s,

 a
nd

 a
d 

ho
c 

st
re

ss
 

te
st

s 
ar

e 
pe

rf
or

m
ed

, a
s 

ne
ed

ed
, i

n 
re

sp
on

se
 to

 s
pe

ci
fic

 
m

ar
ke

t e
ve

nt
s 

or
 c

on
ce

rn
s.

 L
iq

ui
di

ty
 s

tr
es

s 
te

st
s 

as
su

m
e 

al
l 

of
 th

e 
Fi

rm
’s

 c
on

tr
ac

tu
al

 fi
na

nc
ia

l o
bl

ig
at

io
ns

 a
re

 m
et

 a
nd

 
ta

ke
 in

to
 c

on
si

de
ra

tio
n:

 

• 
Va

ry
in

g 
le

ve
ls

 o
f a

cc
es

s 
to

 u
ns

ec
ur

ed
 a

nd
 s

ec
ur

ed
 

fu
nd

in
g 

m
ar

ke
ts

, 

• 
Es

tim
at

ed
 n

on
-c

on
tr

ac
tu

al
 a

nd
 c

on
tin

ge
nt

 c
as

h 
ou

tf
lo

w
s,

 
an

d 

• 
Po

te
nt

ia
l i

m
pe

di
m

en
ts

 to
 th

e 
av

ai
la

bi
lit

y 
an

d 
tr

an
sf

er
ab

ili
ty

 o
f l

iq
ui

di
ty

 b
et

w
ee

n 
ju

ri
sd

ic
tio

ns
 a

nd
 

m
at

er
ia

l l
eg

al
 e

nt
iti

es
 s

uc
h 

as
 r

eg
ul

at
or

y,
 le

ga
l o

r 
ot

he
r 

re
st

ri
ct

io
ns

. 

Li
qu

id
it

y 
ou

tf
lo

w
 a

ss
um

pt
io

ns
 a

re
 m

od
el

ed
 a

cr
os

s 
a 

ra
ng

e 
of

 ti
m

e 
ho

ri
zo

ns
 a

nd
 c

ur
re

nc
y 

di
m

en
si

on
s 

an
d 

co
nt

em
pl

at
e 

bo
th

 m
ar

ke
t a

nd
 id

io
sy

nc
ra

tic
 s

tr
es

se
s.

 

Re
su

lt
s 

of
 s

tr
es

s 
te

st
s 

ar
e 

co
ns

id
er

ed
 in

 th
e 

fo
rm

ul
at

io
n 

of
 

th
e 

Fi
rm

’s
 fu

nd
in

g 
pl

an
 a

nd
 a

ss
es

sm
en

t o
f i

ts
 li

qu
id

it
y 

po
si

tio
n.

 T
he

 P
ar

en
t C

om
pa

ny
 a

ct
s 

as
 a

 s
ou

rc
e 

of
 fu

nd
in

g 
fo

r 
th

e 
Fi

rm
 th

ro
ug

h 
eq

ui
ty

 a
nd

 lo
ng

-t
er

m
 d

eb
t i

ss
ua

nc
es

, 
an

d 
th

e 
IH

C 
pr

ov
id

es
 fu

nd
in

g 
su

pp
or

t t
o 

th
e 

on
go

in
g 

op
er

at
io

ns
 o

f t
he

 P
ar

en
t C

om
pa

ny
 a

nd
 it

s 
su

bs
id

ia
ri

es
, a

s 
ne

ce
ss

ar
y.

 T
he

 F
ir

m
 m

ai
nt

ai
ns

 li
qu

id
it

y 
at

 th
e 

Pa
re

nt
 

Co
m

pa
ny

 a
nd

 th
e 

IH
C,

 in
 a

dd
iti

on
 to

 li
qu

id
it

y 
he

ld
 a

t t
he

 
op

er
at

in
g 

su
bs

id
ia

ri
es

, a
t l

ev
el

s 
su

ff
ic

ie
nt

 to
 c

om
pl

y 
w

ith
 

liq
ui

di
ty

 r
is

k 
to

le
ra

nc
es

 a
nd

 m
in

im
um

 li
qu

id
it

y 
re

qu
ir

em
en

ts
, a

nd
 to

 m
an

ag
e 

th
ro

ug
h 

pe
ri

od
s 

of
 s

tr
es

s 
w

he
re

 a
cc

es
s 

to
 n

or
m

al
 fu

nd
in

g 
so

ur
ce

s 
is

 d
is

ru
pt

ed
.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
93

Co
nt

in
ge

nc
y 

fu
nd

in
g 

pl
an

Th
e 

Fi
rm

’s
 c

on
tin

ge
nc

y 
fu

nd
in

g 
pl

an
 (

“C
FP

”)
, w

hi
ch

 is
 

ap
pr

ov
ed

 b
y 

th
e 

fir
m

w
id

e 
A

LC
O

 a
nd

 th
e 

D
RP

C,
 is

 a
 

co
m

pi
la

tio
n 

of
 p

ro
ce

du
re

s 
an

d 
ac

tio
n 

pl
an

s 
fo

r 
m

an
ag

in
g 

liq
ui

di
ty

 th
ro

ug
h 

st
re

ss
 e

ve
nt

s.
 T

he
 C

FP
 in

co
rp

or
at

es
 th

e 
lim

its
 a

nd
 in

di
ca

to
rs

 s
et

 b
y 

th
e 

Li
qu

id
it

y 
Ri

sk
 O

ve
rs

ig
ht

 
gr

ou
p.

 T
he

se
 li

m
its

 a
nd

 in
di

ca
to

rs
 a

re
 r

ev
ie

w
ed

 r
eg

ul
ar

ly
 to

 
id

en
tif

y 
th

e 
em

er
ge

nc
e 

of
 r

is
ks

 o
r 

vu
ln

er
ab

ili
tie

s 
in

 th
e 

Fi
rm

’s
 li

qu
id

it
y 

po
si

tio
n.

 T
he

 C
FP

 id
en

tif
ie

s 
th

e 
al

te
rn

at
iv

e 
co

nt
in

ge
nt

 fu
nd

in
g 

an
d 

liq
ui

di
ty

 r
es

ou
rc

es
 a

va
ila

bl
e 

to
 th

e 
Fi

rm
 a

nd
 it

s 
le

ga
l e

nt
iti

es
 in

 a
 p

er
io

d 
of

 s
tr

es
s.

LC
R

 a
nd

 H
Q

LA
Th

e 
LC

R 
ru

le
 r

eq
ui

re
s 

th
e 

Fi
rm

 to
 m

ai
nt

ai
n 

an
 a

m
ou

nt
 o

f 
un

en
cu

m
be

re
d 

H
Q

LA
 th

at
 is

 s
uf

fic
ie

nt
 to

 m
ee

t i
ts

 e
st

im
at

ed
 

to
ta

l n
et

 c
as

h 
ou

tf
lo

w
s 

ov
er

 a
 p

ro
sp

ec
tiv

e 
30

 c
al

en
da

r-
da

y 
pe

ri
od

 o
f s

ig
ni

fic
an

t s
tr

es
s.

 H
Q

LA
 is

 th
e 

am
ou

nt
 o

f l
iq

ui
d 

as
se

ts
 th

at
 q

ua
lif

y 
fo

r 
in

cl
us

io
n 

in
 th

e 
LC

R.
 H

Q
LA

 p
ri

m
ar

ily
 

co
ns

is
t o

f u
ne

nc
um

be
re

d 
ca

sh
 a

nd
 c

er
ta

in
 h

ig
h 

qu
al

it
y 

liq
ui

d 
se

cu
ri

tie
s 

as
 d

ef
in

ed
 in

 th
e 

LC
R 

ru
le

.

U
nd

er
 th

e 
LC

R 
ru

le
, t

he
 a

m
ou

nt
 o

f H
Q

LA
 h

el
d 

by
 J

PM
or

ga
n 

Ch
as

e 
Ba

nk
 N

.A
. a

nd
 C

ha
se

 B
an

k 
U

SA
, N

.A
 th

at
 a

re
 in

 e
xc

es
s 

of
 e

ac
h 

en
tit

y’
s 

st
an

da
lo

ne
 1

00
%

 m
in

im
um

 L
CR

 
re

qu
ir

em
en

t,
 a

nd
 th

at
 a

re
 n

ot
 tr

an
sf

er
ab

le
 to

 n
on

-b
an

k 
af

fil
ia

te
s,

 m
us

t b
e 

ex
cl

ud
ed

 fr
om

 th
e 

Fi
rm

’s
 r

ep
or

te
d 

H
Q

LA
. 

Ef
fe

ct
iv

e 
Ja

nu
ar

y 
1,

 2
01

7,
 th

e 
LC

R 
is

 r
eq

ui
re

d 
to

 b
e 

a 
m

in
im

um
 o

f 1
00

%
.  

O
n 

D
ec

em
be

r 
19

, 2
01

6,
 th

e 
Fe

de
ra

l R
es

er
ve

 p
ub

lis
he

d 
fin

al
 

LC
R 

pu
bl

ic
 d

is
cl

os
ur

e 
re

qu
ir

em
en

ts
 fo

r 
ce

rt
ai

n 
BH

Cs
 a

nd
 

no
n-

ba
nk

 fi
na

nc
ia

l c
om

pa
ni

es
. B

eg
in

ni
ng

 w
ith

 th
e 

se
co

nd
 

qu
ar

te
r 

of
 2

01
7,

 th
e 

Fi
rm

 d
is

cl
os

ed
 it

s 
av

er
ag

e 
LC

R 
fo

r 
th

e 
qu

ar
te

r 
an

d 
th

e 
ke

y 
qu

an
tit

at
iv

e 
co

m
po

ne
nt

s 
of

 th
e 

av
er

ag
e 

LC
R,

 a
lo

ng
 w

ith
 a

 q
ua

lit
at

iv
e 

di
sc

us
si

on
 o

f m
at

er
ia

l d
ri

ve
rs

 
of

 th
e 

ra
tio

, c
ha

ng
es

 o
ve

r 
tim

e,
 a

nd
 c

au
se

s 
of

 s
uc

h 
ch

an
ge

s.
 

Th
e 

Fi
rm

 w
ill

 c
on

tin
ue

 to
 m

ak
e 

av
ai

la
bl

e 
its

 U
.S

. L
CR

 
D

is
cl

os
ur

e 
re

po
rt

 o
n 

a 
qu

ar
te

rl
y 

ba
si

s 
on

 th
e 

Fi
rm

’s
 w

eb
si

te
 

at
: (

ht
tp

s:
//

in
ve

st
or

.s
ha

re
ho

ld
er

.c
om

/j
pm

or
ga

nc
ha

se
/

ba
se

l.c
fm

)

Th
e 

fo
llo

w
in

g 
ta

bl
e 

su
m

m
ar

iz
es

 th
e 

Fi
rm

’s
 a

ve
ra

ge
 L

CR
 fo

r 
th

e 
th

re
e 

m
on

th
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7 

ba
se

d 
on

 th
e 

Fi
rm

’s
 c

ur
re

nt
 in

te
rp

re
ta

tio
n 

of
 th

e 
fin

al
iz

ed
 L

CR
 

fr
am

ew
or

k.

Av
er

ag
e 

am
ou

nt
(i

n 
m

ill
io

ns
)

Th
re

e 
m

on
th

s 
en

de
d

D
ec

em
be

r 
31

, 2
01

7

H
Q

LA

El
ig

ib
le

 c
as

h(a
)

$
37

0,
12

6

El
ig

ib
le

 s
ec

ur
iti

es
(b

)(
c)

18
9,

95
5

To
ta

l H
Q

LA
(d

)
$

56
0,

08
1

N
et

 c
as

h 
ou

tf
lo

w
s

$
47

2,
07

8

LC
R

11
9%

N
et

 e
xc

es
s 

H
Q

LA
 (

d)
$

88
,0

03

(a
) 

Re
pr

es
en

ts
 c

as
h 

on
 d

ep
os

it 
at

 c
en

tr
al

 b
an

ks
, p

ri
m

ar
ily

 F
ed

er
al

 R
es

er
ve

 
Ba

nk
s.

(b
) 

Pr
ed

om
in

an
tl

y 
U

.S
. A

ge
nc

y 
M

BS
, U

.S
. T

re
as

ur
ie

s,
 a

nd
 s

ov
er

ei
gn

 b
on

ds
 n

et
 

of
 a

pp
lic

ab
le

 h
ai

rc
ut

s 
un

de
r 

th
e 

LC
R 

ru
le

s
(c

) 
H

Q
LA

 e
lig

ib
le

 s
ec

ur
iti

es
 m

ay
 b

e 
re

po
rt

ed
 in

 s
ec

ur
iti

es
 b

or
ro

w
ed

 o
r 

pu
rc

ha
se

d 
un

de
r 

re
sa

le
 a

gr
ee

m
en

ts
, t

ra
di

ng
 a

ss
et

s,
 o

r 
se

cu
ri

tie
s 

on
 th

e 
Fi

rm
’s

 C
on

so
lid

at
ed

 b
al

an
ce

 s
he

et
s.

(d
) 

Ex
cl

ud
es

 a
ve

ra
ge

 e
xc

es
s 

H
Q

LA
 a

t J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

. a
nd

 C
ha

se
 

Ba
nk

 U
SA

, N
.A

. t
ha

t a
re

 n
ot

 tr
an

sf
er

ab
le

 to
 n

on
-b

an
k 

af
fil

ia
te

s.

Fo
r 

th
e 

th
re

e 
m

on
th

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7,
 th

e 
Fi

rm
’s

 
av

er
ag

e 
LC

R 
w

as
 1

19
%

, c
om

pa
re

d 
w

ith
 a

n 
av

er
ag

e 
of

 
12

0%
 fo

r 
th

e 
th

re
e 

m
on

th
s 

en
de

d 
Se

pt
em

be
r 

30
, 2

01
7.

 
Th

e 
de

cr
ea

se
 in

 th
e 

ra
tio

 w
as

 la
rg

el
y 

at
tr

ib
ut

ab
le

 to
 a

 
de

cr
ea

se
 in

 a
ve

ra
ge

 H
Q

LA
, d

ri
ve

n 
pr

im
ar

ily
 b

y 
lo

ng
-t

er
m

 
de

bt
 m

at
ur

iti
es

. T
he

 F
ir

m
’s

 a
ve

ra
ge

 L
CR

 m
ay

 fl
uc

tu
at

e 
fr

om
 

pe
ri

od
 to

 p
er

io
d,

 d
ue

 to
 c

ha
ng

es
 in

 it
s 

H
Q

LA
 a

nd
 e

st
im

at
ed

 
ne

t c
as

h 
ou

tf
lo

w
s 

un
de

r 
th

e 
LC

R 
as

 a
 r

es
ul

t o
f o

ng
oi

ng
 

bu
si

ne
ss

 a
ct

iv
it

y.
 T

he
 F

ir
m

’s
 H

Q
LA

 a
re

 e
xp

ec
te

d 
to

 b
e 

av
ai

la
bl

e 
to

 m
ee

t i
ts

 li
qu

id
it

y 
ne

ed
s 

in
 a

 ti
m

e 
of

 s
tr

es
s.

O
th

er
 li

qu
id

it
y 

so
ur

ce
s

A
s 

of
 D

ec
em

be
r 

31
, 2

01
7,

 in
 a

dd
iti

on
 to

 a
ss

et
s 

re
po

rt
ed

 in
 

th
e 

Fi
rm

’s
 H

Q
LA

 u
nd

er
 th

e 
LC

R 
ru

le
, t

he
 F

ir
m

 h
ad

 
ap

pr
ox

im
at

el
y 

$2
08

 b
ill

io
n 

of
 u

ne
nc

um
be

re
d 

m
ar

ke
ta

bl
e 

se
cu

ri
tie

s,
 s

uc
h 

as
 e

qu
it

y 
se

cu
ri

tie
s 

an
d 

fix
ed

 in
co

m
e 

de
bt

 
se

cu
ri

tie
s,

 a
va

ila
bl

e 
to

 r
ai

se
 li

qu
id

it
y,

 if
 r

eq
ui

re
d.

 T
hi

s 
in

cl
ud

es
 H

Q
LA

-e
lig

ib
le

 s
ec

ur
iti

es
 in

cl
ud

ed
 a

s 
pa

rt
 o

f t
he

 
ex

ce
ss

 li
qu

id
it

y 
at

 J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

. t
ha

t a
re

 n
ot

 
tr

an
sf

er
ab

le
 to

 n
on

-b
an

k 
af

fil
ia

te
s.

  

A
s 

of
 D

ec
em

be
r 

31
, 2

01
7,

 th
e 

Fi
rm

 a
ls

o 
ha

d 
ap

pr
ox

im
at

el
y 

$2
77

 b
ill

io
n 

of
 a

va
ila

bl
e 

bo
rr

ow
in

g 
ca

pa
ci

ty
 a

t v
ar

io
us

 
Fe

de
ra

l H
om

e 
Lo

an
 B

an
ks

 (
“F

H
LB

s”
),

 d
is

co
un

t w
in

do
w

s 
at

 
Fe

de
ra

l R
es

er
ve

 B
an

ks
 a

nd
 v

ar
io

us
 o

th
er

 c
en

tr
al

 b
an

ks
 a

s 
a 

re
su

lt
 o

f c
ol

la
te

ra
l p

le
dg

ed
 b

y 
th

e 
Fi

rm
 to

 s
uc

h 
ba

nk
s.

 T
hi

s 
bo

rr
ow

in
g 

ca
pa

ci
ty

 e
xc

lu
de

s 
th

e 
be

ne
fit

 o
f s

ec
ur

iti
es

 
re

po
rt

ed
 in

 th
e 

Fi
rm

’s
 H

Q
LA

 o
r 

ot
he

r 
un

en
cu

m
be

re
d 

se
cu

ri
tie

s 
th

at
 a

re
 c

ur
re

nt
ly

 p
le

dg
ed

 a
t F

ed
er

al
 R

es
er

ve
 

Ba
nk

 d
is

co
un

t w
in

do
w

s.
 A

lt
ho

ug
h 

av
ai

la
bl

e,
 th

e 
Fi

rm
 d

oe
s 

no
t v

ie
w

 th
e 

bo
rr

ow
in

g 
ca

pa
ci

ty
 a

t F
ed

er
al

 R
es

er
ve

 B
an

k 
di

sc
ou

nt
 w

in
do

w
s 

an
d 

th
e 

va
ri

ou
s 

ot
he

r 
ce

nt
ra

l b
an

ks
 a

s 
a 

pr
im

ar
y 

so
ur

ce
 o

f l
iq

ui
di

ty
.  

N
SF

R
Th

e 
ne

t s
ta

bl
e 

fu
nd

in
g 

ra
tio

 (
“N

SF
R”

) 
is

 in
te

nd
ed

 to
 

m
ea

su
re

 th
e 

ad
eq

ua
cy

 o
f “

av
ai

la
bl

e”
 a

nd
 “

re
qu

ir
ed

” 
am

ou
nt

s 
of

 s
ta

bl
e 

fu
nd

in
g 

ov
er

 a
 o

ne
-y

ea
r 

ho
ri

zo
n.

 O
n 

A
pr

il 
26

, 2
01

6,
 th

e 
U

.S
. N

SF
R 

pr
op

os
al

 w
as

 r
el

ea
se

d 
fo

r 
la

rg
e 

ba
nk

s 
an

d 
BH

Cs
 a

nd
 w

as
 la

rg
el

y 
co

ns
is

te
nt

 w
ith

 th
e 

Ba
se

l 
Co

m
m

itt
ee

’s
 fi

na
l s

ta
nd

ar
d.

 

W
hi

le
 th

e 
fin

al
 U

.S
. N

SF
R 

ru
le

 h
as

 y
et

 to
 b

e 
re

le
as

ed
, a

s 
of

 
D

ec
em

be
r 

31
, 2

01
7 

th
e 

Fi
rm

 e
st

im
at

es
 th

at
 it

 w
as

 
co

m
pl

ia
nt

 w
ith

 th
e 

pr
op

os
ed

 1
00

%
 m

in
im

um
 N

SF
R 

ba
se

d 
on

 it
s 

cu
rr

en
t u

nd
er

st
an

di
ng

 o
f t

he
 p

ro
po

se
d 

ru
le

.



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

94
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

Fu
nd

in
g

So
ur

ce
s 

of
 fu

nd
s

M
an

ag
em

en
t b

el
ie

ve
s 

th
at

 th
e 

Fi
rm

’s
 u

ns
ec

ur
ed

 a
nd

 
se

cu
re

d 
fu

nd
in

g 
ca

pa
ci

ty
 is

 s
uf

fic
ie

nt
 to

 m
ee

t i
ts

 o
n-

 a
nd

 
of

f-
ba

la
nc

e 
sh

ee
t o

bl
ig

at
io

ns
.

Th
e 

Fi
rm

 fu
nd

s 
its

 g
lo

ba
l b

al
an

ce
 s

he
et

 th
ro

ug
h 

di
ve

rs
e 

so
ur

ce
s 

of
 fu

nd
in

g 
in

cl
ud

in
g 

a 
st

ab
le

 d
ep

os
it 

fr
an

ch
is

e 
as

 
w

el
l a

s 
se

cu
re

d 
an

d 
un

se
cu

re
d 

fu
nd

in
g 

in
 th

e 
ca

pi
ta

l 
m

ar
ke

ts
. T

he
 F

ir
m

’s
 lo

an
 p

or
tf

ol
io

 is
 fu

nd
ed

 w
ith

 a
 p

or
tio

n 
of

 th
e 

Fi
rm

’s
 d

ep
os

its
, t

hr
ou

gh
 s

ec
ur

iti
za

tio
ns

 a
nd

, w
ith

 
re

sp
ec

t t
o 

a 
po

rt
io

n 
of

 th
e 

Fi
rm

’s
 r

ea
l e

st
at

e-
re

la
te

d 
lo

an
s,

 
w

ith
 s

ec
ur

ed
 b

or
ro

w
in

gs
 fr

om
 th

e 
FH

LB
s.

 D
ep

os
its

 in
 e

xc
es

s 
of

 th
e 

am
ou

nt
 u

til
iz

ed
 to

 fu
nd

 lo
an

s 
ar

e 
pr

im
ar

ily
 in

ve
st

ed
 

in
 th

e 
Fi

rm
’s

 in
ve

st
m

en
t s

ec
ur

iti
es

 p
or

tf
ol

io
 o

r 
de

pl
oy

ed
 in

 
ca

sh
 o

r 
ot

he
r 

sh
or

t-
te

rm
 li

qu
id

 in
ve

st
m

en
ts

 b
as

ed
 o

n 
th

ei
r 

in
te

re
st

 r
at

e 
an

d 
liq

ui
di

ty
 r

is
k 

ch
ar

ac
te

ri
st

ic
s.

 S
ec

ur
iti

es
 

bo
rr

ow
ed

 o
r 

pu
rc

ha
se

d 
un

de
r 

re
sa

le
 a

gr
ee

m
en

ts
 a

nd
 

tr
ad

in
g 

as
se

ts
-d

eb
t a

nd
 e

qu
it

y 
in

st
ru

m
en

ts
 a

re
 p

ri
m

ar
ily

 
fu

nd
ed

 b
y 

th
e 

Fi
rm

’s
 s

ec
ur

iti
es

 lo
an

ed
 o

r 
so

ld
 u

nd
er

 
ag

re
em

en
ts

 to
 r

ep
ur

ch
as

e,
 tr

ad
in

g 
lia

bi
lit

ie
s–

de
bt

 a
nd

 
eq

ui
ty

 in
st

ru
m

en
ts

, a
nd

 a
 p

or
tio

n 
of

 th
e 

Fi
rm

’s
 lo

ng
-t

er
m

 
de

bt
 a

nd
 s

to
ck

ho
ld

er
s’

 e
qu

it
y.

 In
 a

dd
iti

on
 to

 fu
nd

in
g 

se
cu

ri
tie

s 
bo

rr
ow

ed
 o

r 
pu

rc
ha

se
d 

un
de

r 
re

sa
le

 a
gr

ee
m

en
ts

 
an

d 
tr

ad
in

g 
as

se
ts

-d
eb

t a
nd

 e
qu

it
y 

in
st

ru
m

en
ts

, p
ro

ce
ed

s 
fr

om
 th

e 
Fi

rm
’s

 d
eb

t a
nd

 e
qu

it
y 

is
su

an
ce

s 
ar

e 
us

ed
 to

 fu
nd

 
ce

rt
ai

n 
lo

an
s 

an
d 

ot
he

r 
fin

an
ci

al
 a

nd
 n

on
-f

in
an

ci
al

 a
ss

et
s,

 
or

 m
ay

 b
e 

in
ve

st
ed

 in
 th

e 
Fi

rm
’s

 in
ve

st
m

en
t s

ec
ur

iti
es

 
po

rt
fo

lio
. S

ee
 th

e 
di

sc
us

si
on

 b
el

ow
 fo

r 
ad

di
tio

na
l 

in
fo

rm
at

io
n 

re
la

tin
g 

to
 D

ep
os

its
, S

ho
rt

-t
er

m
 fu

nd
in

g,
 a

nd
 

Lo
ng

-t
er

m
 fu

nd
in

g 
an

d 
is

su
an

ce
.

D
ep

os
it

s
Th

e 
ta

bl
e 

be
lo

w
 s

um
m

ar
iz

es
, b

y 
lin

e 
of

 b
us

in
es

s,
 th

e 
pe

ri
od

-e
nd

 a
nd

 a
ve

ra
ge

 d
ep

os
it 

ba
la

nc
es

 a
s 

of
 a

nd
 fo

r 
th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

.

D
ep

os
it

s
Ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

,

A
s 

of
 o

r 
fo

r 
th

e 
ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

,
Av

er
ag

e

(i
n 

m
ill

io
ns

)
20

17
20

16
20

17
20

16

Co
ns

um
er

 &
 C

om
m

un
ity

 B
an

ki
ng

$
65

9,
88

5
$

61
8,

33
7

$
64

0,
21

9
$

58
6,

63
7

Co
rp

or
at

e 
&

 In
ve

st
m

en
t B

an
k

45
5,

88
3

41
2,

43
4

44
7,

69
7

40
9,

68
0

Co
m

m
er

ci
al

 B
an

ki
ng

18
1,

51
2

17
9,

53
2

17
6,

88
4

17
2,

83
5

A
ss

et
 &

 W
ea

lt
h 

M
an

ag
em

en
t

14
6,

40
7

16
1,

57
7

14
8,

98
2

15
3,

33
4

Co
rp

or
at

e
29

5
3,

29
9

3,
60

4
5,

48
2

To
ta

l F
ir

m
$

1,
44

3,
98

2
$

1,
37

5,
17

9
$

1,
41

7,
38

6
$

1,
32

7,
96

8

A
 k

ey
 s

tr
en

gt
h 

of
 th

e 
Fi

rm
 is

 it
s 

di
ve

rs
ifi

ed
 d

ep
os

it 
fr

an
ch

is
e,

 th
ro

ug
h 

ea
ch

 o
f i

ts
 li

ne
s 

of
 b

us
in

es
s,

 w
hi

ch
 

pr
ov

id
es

 a
 s

ta
bl

e 
so

ur
ce

 o
f f

un
di

ng
 a

nd
 li

m
its

 r
el

ia
nc

e 
on

 
th

e 
w

ho
le

sa
le

 fu
nd

in
g 

m
ar

ke
ts

. A
 s

ig
ni

fic
an

t p
or

tio
n 

of
 th

e 
Fi

rm
’s

 d
ep

os
its

 a
re

 c
on

su
m

er
 a

nd
 w

ho
le

sa
le

 o
pe

ra
tin

g 
de

po
si

ts
, w

hi
ch

 a
re

 b
ot

h 
co

ns
id

er
ed

 to
 b

e 
st

ab
le

 s
ou

rc
es

 o
f 

liq
ui

di
ty

. W
ho

le
sa

le
 o

pe
ra

tin
g 

de
po

si
ts

 a
re

 c
on

si
de

re
d 

to
 b

e 
st

ab
le

 s
ou

rc
es

 o
f l

iq
ui

di
ty

 b
ec

au
se

 th
ey

 a
re

 g
en

er
at

ed
 fr

om
 

cu
st

om
er

s 
th

at
 m

ai
nt

ai
n 

op
er

at
in

g 
se

rv
ic

e 
re

la
tio

ns
hi

ps
 

w
ith

 th
e 

Fi
rm

.  

Th
e 

ta
bl

e 
be

lo
w

 s
ho

w
s 

th
e 

lo
an

 a
nd

 d
ep

os
it 

ba
la

nc
es

, t
he

 
lo

an
s-

to
-d

ep
os

its
 r

at
io

s,
 a

nd
 d

ep
os

its
 a

s 
a 

pe
rc

en
ta

ge
 o

f 
to

ta
l l

ia
bi

lit
ie

s,
 a

s 
of

 D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
.

A
s 

of
 D

ec
em

be
r 

31
, 

(i
n 

bi
lli

on
s 

ex
ce

pt
 r

at
io

s)
20

17
20

16

D
ep

os
its

$
1,

44
4.

0
$

1,
37

5.
2

D
ep

os
its

 a
s 

a 
%

 o
f t

ot
al

 li
ab

ili
tie

s
63

%
61

%

Lo
an

s
93

0.
7

89
4.

8

Lo
an

s-
to

-d
ep

os
its

 r
at

io
64

%
65

%

D
ep

os
its

 in
cr

ea
se

d 
du

e 
to

 b
ot

h 
hi

gh
er

 c
on

su
m

er
 a

nd
 

w
ho

le
sa

le
 d

ep
os

its
. T

he
 h

ig
he

r 
co

ns
um

er
 d

ep
os

its
 r

ef
le

ct
 

th
e 

co
nt

in
ua

tio
n 

of
 s

tr
on

g 
gr

ow
th

 fr
om

 n
ew

 a
nd

 e
xi

st
in

g 
cu

st
om

er
s,

 a
nd

 lo
w

 a
tt

ri
tio

n 
ra

te
s.

 T
he

 h
ig

he
r 

w
ho

le
sa

le
 

de
po

si
ts

 la
rg

el
y 

w
er

e 
dr

iv
en

 b
y 

gr
ow

th
 in

 c
lie

nt
 c

as
h 

m
an

ag
em

en
t a

ct
iv

it
y 

in
 C

IB
’s

 S
ec

ur
iti

es
 S

er
vi

ce
s 

bu
si

ne
ss

, 
pa

rt
ia

lly
 o

ff
se

t b
y 

lo
w

er
 b

al
an

ce
s 

in
 A

W
M

 r
ef

le
ct

in
g 

ba
la

nc
e 

m
ig

ra
tio

n 
pr

ed
om

in
an

tl
y 

in
to

 th
e 

Fi
rm

’s
 in

ve
st

m
en

t-
re

la
te

d 
pr

od
uc

ts
. 

Th
e 

Fi
rm

 b
el

ie
ve

s 
av

er
ag

e 
de

po
si

t b
al

an
ce

s 
ar

e 
ge

ne
ra

lly
 

m
or

e 
re

pr
es

en
ta

tiv
e 

of
 d

ep
os

it 
tr

en
ds

 th
an

 p
er

io
d-

en
d 

de
po

si
t b

al
an

ce
s.

 T
he

 in
cr

ea
se

 in
 a

ve
ra

ge
 d

ep
os

its
 fo

r 
th

e 
ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

, 2
01

7 
co

m
pa

re
d 

w
ith

 th
e 

ye
ar

 
en

de
d 

D
ec

em
be

r 
31

, 2
01

6,
 w

as
 d

ri
ve

n 
by

 a
n 

in
cr

ea
se

 in
 

bo
th

 c
on

su
m

er
 a

nd
 w

ho
le

sa
le

 d
ep

os
its

. F
or

 fu
rt

he
r 

di
sc

us
si

on
s 

of
 d

ep
os

it 
an

d 
lia

bi
lit

y 
ba

la
nc

e 
tr

en
ds

, s
ee

 th
e 

di
sc

us
si

on
 o

f t
he

 F
ir

m
’s

 b
us

in
es

s 
se

gm
en

ts
 r

es
ul

ts
 a

nd
 th

e 
Co

ns
ol

id
at

ed
 B

al
an

ce
 S

he
et

 A
na

ly
si

s 
on

 p
ag

es
 5

5–
74

 a
nd

 
pa

ge
s 

47
-4

8,
 r

es
pe

ct
iv

el
y.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
95

Th
e 

fo
llo

w
in

g 
ta

bl
e 

su
m

m
ar

iz
es

 s
ho

rt
-t

er
m

 a
nd

 lo
ng

-t
er

m
 fu

nd
in

g,
 e

xc
lu

di
ng

 d
ep

os
its

, a
s 

of
 D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

, 
an

d 
av

er
ag

e 
ba

la
nc

es
 fo

r 
th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

. F
or

 a
dd

iti
on

al
 in

fo
rm

at
io

n,
 s

ee
 th

e 
Co

ns
ol

id
at

ed
 

Ba
la

nc
e 

Sh
ee

ts
 A

na
ly

si
s 

on
 p

ag
es

 4
7-

48
 a

nd
 N

ot
e 

19
.

So
ur

ce
s 

of
 fu

nd
s 

(e
xc

lu
di

ng
 d

ep
os

it
s)

A
s 

of
 o

r 
fo

r 
th

e 
ye

ar
 e

nd
ed

 D
ec

em
be

r 
31

,
Av

er
ag

e
(i

n 
m

ill
io

ns
)

20
17

20
16

20
17

20
16

Co
m

m
er

ci
al

 p
ap

er
$

24
,1

86
$

11
,7

38
$

19
,9

20
$

15
,0

01
O

th
er

 b
or

ro
w

ed
 fu

nd
s

27
,6

16
22

,7
05

26
,6

12
21

,1
39

To
ta

l s
ho

rt
-t

er
m

 b
or

ro
w

in
gs

$
51

,8
02

$
34

,4
43

$
46

,5
32

$
36

,1
40

O
bl

ig
at

io
ns

 o
f F

ir
m

-a
dm

in
is

te
re

d 
m

ul
ti

-s
el

le
r 

co
nd

ui
ts

(a
)

$
3,

04
5

$
2,

71
9

$
3,

20
6

$
5,

15
3

Se
cu

ri
tie

s 
lo

an
ed

 o
r 

so
ld

 u
nd

er
 a

gr
ee

m
en

ts
 to

 r
ep

ur
ch

as
e:

Se
cu

ri
tie

s 
so

ld
 u

nd
er

 a
gr

ee
m

en
ts

 to
 r

ep
ur

ch
as

e(b
)

$
14

6,
43

2
$

14
9,

82
6

$
17

1,
97

3
$

16
0,

45
8

Se
cu

ri
tie

s 
lo

an
ed

(c
)

7,
91

0
12

,1
37

11
,5

26
13

,1
95

To
ta

l s
ec

ur
it

ie
s 

lo
an

ed
 o

r 
so

ld
 u

nd
er

 a
gr

ee
m

en
ts

 t
o 

re
pu

rc
ha

se
(d

)
$

15
4,

34
2

$
16

1,
96

3
$

18
3,

49
9

$
17

3,
65

3

Se
ni

or
 n

ot
es

$
15

5,
85

2
$

15
1,

04
2

$
15

4,
35

2
$

15
3,

76
8

Tr
us

t p
re

fe
rr

ed
 s

ec
ur

iti
es

(e
)

69
0

2,
34

5
2,

27
6

3,
72

4

Su
bo

rd
in

at
ed

 d
eb

t(e
)

16
,5

53
21

,9
40

18
,8

32
24

,2
24

St
ru

ct
ur

ed
 n

ot
es

45
,7

27
37

,2
92

42
,9

18
35

,9
78

To
ta

l l
on

g-
te

rm
 u

ns
ec

ur
ed

 fu
nd

in
g

$
21

8,
82

2
$

21
2,

61
9

$
21

8,
37

8
$

21
7,

69
4

Cr
ed

it 
ca

rd
 s

ec
ur

iti
za

tio
n(a

)
$

21
,2

78
$

31
,1

81
$

25
,9

33
$

29
,4

28

O
th

er
 s

ec
ur

iti
za

tio
ns

(a
)(

f)
—

1,
52

7
62

6
1,

66
9

FH
LB

 a
dv

an
ce

s
60

,6
17

79
,5

19
69

,9
16

73
,2

60

O
th

er
 lo

ng
-t

er
m

 s
ec

ur
ed

 fu
nd

in
g(g

)
4,

64
1

3,
10

7
3,

19
5

4,
61

9

To
ta

l l
on

g-
te

rm
 s

ec
ur

ed
 fu

nd
in

g
$

86
,5

36
$

11
5,

33
4

$
99

,6
70

$
10

8,
97

6

Pr
ef

er
re

d 
st

oc
k(h

)
$

26
,0

68
$

26
,0

68
26

,2
12

$
26

,0
68

Co
m

m
on

 s
to

ck
ho

ld
er

s’
 e

qu
it

y(h
)

$
22

9,
62

5
$

22
8,

12
2

23
0,

35
0

$
22

4,
63

1

(a
) 

In
cl

ud
ed

 in
 b

en
ef

ic
ia

l i
nt

er
es

t i
ss

ue
d 

by
 c

on
so

lid
at

ed
 v

ar
ia

bl
e 

in
te

re
st

 e
nt

iti
es

 o
n 

th
e 

Fi
rm

’s
 C

on
so

lid
at

ed
 b

al
an

ce
 s

he
et

s.
(b

) 
Ex

cl
ud

es
 lo

ng
-t

er
m

 s
tr

uc
tu

re
d 

re
pu

rc
ha

se
 a

gr
ee

m
en

ts
 o

f $
1.

3 
bi

lli
on

 a
nd

 $
1.

8 
bi

lli
on

 a
s 

of
 D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

, r
es

pe
ct

iv
el

y,
 a

nd
 a

ve
ra

ge
 b

al
an

ce
s 

of
 $

1.
5 

bi
lli

on
 

an
d 

$2
.9

 b
ill

io
n 

fo
r 

th
e 

ye
ar

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
, r

es
pe

ct
iv

el
y.

 
(c

) 
Ex

cl
ud

es
 lo

ng
-t

er
m

 s
ec

ur
iti

es
 lo

an
ed

 o
f $

1.
3 

bi
lli

on
 a

nd
 $

1.
2 

bi
lli

on
 a

s 
of

 D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
, r

es
pe

ct
iv

el
y,

 a
nd

 a
ve

ra
ge

 b
al

an
ce

s 
of

 $
1.

3 
bi

lli
on

 fo
r 

bo
th

 th
e 

ye
ar

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
. 

(d
) 

Ex
cl

ud
es

 fe
de

ra
l f

un
ds

 p
ur

ch
as

ed
.

(e
) 

Su
bo

rd
in

at
ed

 d
eb

t i
nc

lu
de

s 
$1

.6
 b

ill
io

n 
of

 ju
ni

or
 s

ub
or

di
na

te
d 

de
be

nt
ur

es
 d

is
tr

ib
ut

ed
 p

ro
 r

at
a 

to
 th

e 
ho

ld
er

s 
of

 th
e 

$1
.6

 b
ill

io
n 

of
 tr

us
t p

re
fe

rr
ed

 s
ec

ur
iti

es
 w

hi
ch

 w
er

e 
ca

nc
el

le
d 

on
 D

ec
em

be
r 

18
, 2

01
7.

 F
or

 fu
rt

he
r 

in
fo

rm
at

io
n 

se
e 

N
ot

e 
19

 .
(f

) 
O

th
er

 s
ec

ur
iti

za
tio

ns
 in

cl
ud

es
 s

ec
ur

iti
za

tio
ns

 o
f s

tu
de

nt
 lo

an
s.

 T
he

 F
ir

m
 d

ec
on

so
lid

at
ed

 th
e 

st
ud

en
t l

oa
n 

se
cu

ri
tiz

at
io

n 
en

tit
ie

s 
in

 th
e 

se
co

nd
 q

ua
rt

er
 o

f 2
01

7 
as

 it
 n

o 
lo

ng
er

 h
ad

 
a 

co
nt

ro
lli

ng
 fi

na
nc

ia
l i

nt
er

es
t i

n 
th

es
e 

en
tit

ie
s 

as
 a

 r
es

ul
t o

f t
he

 s
al

e 
of

 th
e 

st
ud

en
t l

oa
n 

po
rt

fo
lio

. T
he

 F
ir

m
’s

 w
ho

le
sa

le
 b

us
in

es
se

s 
al

so
 s

ec
ur

iti
ze

 lo
an

s 
fo

r 
cl

ie
nt

-d
ri

ve
n 

tr
an

sa
c t

io
ns

, w
hi

ch
 a

re
 n

ot
 c

on
si

de
re

d 
to

 b
e 

a 
so

ur
ce

 o
f f

un
di

ng
 fo

r 
th

e 
Fi

rm
 a

nd
 a

re
 n

ot
 in

cl
ud

ed
 in

 th
e 

ta
bl

e.
(g

) 
In

cl
ud

es
 lo

ng
-t

er
m

 s
tr

uc
tu

re
d 

no
te

s 
w

hi
ch

 a
re

 s
ec

ur
ed

.
(h

) 
Fo

r 
ad

di
tio

na
l i

nf
or

m
at

io
n 

on
 p

re
fe

rr
ed

 s
to

ck
 a

nd
 c

om
m

on
 s

to
ck

ho
ld

er
s’

 e
qu

it
y 

se
e 

Ca
pi

ta
l R

is
k 

M
an

ag
em

en
t o

n 
pa

ge
s 

82
–9

1,
 C

on
so

lid
at

ed
 s

ta
te

m
en

ts
 o

f c
ha

ng
es

 in
 

st
oc

kh
ol

de
rs

’ e
qu

it
y,

 N
ot

e 
20

 a
nd

 N
ot

e 
21

.

Sh
or

t-
te

rm
 fu

nd
in

g 
Th

e 
Fi

rm
’s

 s
ou

rc
es

 o
f s

ho
rt

-t
er

m
 s

ec
ur

ed
 fu

nd
in

g 
pr

im
ar

ily
 

co
ns

is
t o

f s
ec

ur
iti

es
 lo

an
ed

 o
r 

so
ld

 u
nd

er
 a

gr
ee

m
en

ts
 to

 
re

pu
rc

ha
se

. T
he

se
 in

st
ru

m
en

ts
 a

re
 s

ec
ur

ed
 p

re
do

m
in

an
tl

y 
by

 h
ig

h-
qu

al
it

y 
se

cu
ri

tie
s 

co
lla

te
ra

l, 
in

cl
ud

in
g 

go
ve

rn
m

en
t-

is
su

ed
 d

eb
t a

nd
 a

ge
nc

y 
M

BS
, a

nd
 c

on
st

itu
te

 a
 s

ig
ni

fic
an

t 
po

rt
io

n 
of

 th
e 

fe
de

ra
l f

un
ds

 p
ur

ch
as

ed
 a

nd
 s

ec
ur

iti
es

 
lo

an
ed

 o
r 

so
ld

 u
nd

er
 r

ep
ur

ch
as

e 
ag

re
em

en
ts

 o
n 

th
e 

Co
ns

ol
id

at
ed

 b
al

an
ce

 s
he

et
s.

 T
he

 in
cr

ea
se

 in
 th

e 
av

er
ag

e 
ba

la
nc

e 
of

 s
ec

ur
iti

es
 lo

an
ed

 o
r 

so
ld

 u
nd

er
 a

gr
ee

m
en

ts
 to

 
re

pu
rc

ha
se

 fo
r 

th
e 

ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 2

01
7,

 
co

m
pa

re
d 

to
 D

ec
em

be
r 

31
, 2

01
6,

 w
as

 la
rg

el
y 

du
e 

to
 c

lie
nt

 
ac

tiv
iti

es
 in

 C
IB

. T
he

 b
al

an
ce

s 
as

so
ci

at
ed

 w
ith

 s
ec

ur
iti

es
 

lo
an

ed
 o

r 
so

ld
 u

nd
er

 a
gr

ee
m

en
ts

 to
 r

ep
ur

ch
as

e 
flu

ct
ua

te
 

ov
er

 ti
m

e 
du

e 
to

 c
us

to
m

er
s’

 in
ve

st
m

en
t a

nd
 fi

na
nc

in
g 

ac
tiv

iti
es

; t
he

 F
ir

m
’s

 d
em

an
d 

fo
r 

fin
an

ci
ng

; t
he

 o
ng

oi
ng

 
m

an
ag

em
en

t o
f t

he
 m

ix
 o

f t
he

 F
ir

m
’s

 li
ab

ili
tie

s,
 in

cl
ud

in
g 

its
 

se
cu

re
d 

an
d 

un
se

cu
re

d 
fin

an
ci

ng
 (

fo
r 

bo
th

 th
e 

in
ve

st
m

en
t 

se
cu

ri
tie

s 
an

d 
m

ar
ke

t-
m

ak
in

g 
po

rt
fo

lio
s)

; a
nd

 o
th

er
 m

ar
ke

t 
an

d 
po

rt
fo

lio
 fa

ct
or

s.

Th
e 

Fi
rm

’s
 s

ou
rc

es
 o

f s
ho

rt
-t

er
m

 u
ns

ec
ur

ed
 fu

nd
in

g 
pr

im
ar

ily
 c

on
si

st
 o

f i
ss

ua
nc

es
 o

f w
ho

le
sa

le
 c

om
m

er
ci

al
 

pa
pe

r. 
Th

e 
in

cr
ea

se
 in

 s
ho

rt
-t

er
m

 u
ns

ec
ur

ed
 fu

nd
in

g 
w

as
 

pr
im

ar
ily

 d
ue

 to
 h

ig
he

r 
is

su
an

ce
 o

f c
om

m
er

ci
al

 p
ap

er
 

re
fle

ct
in

g 
in

 p
ar

t a
 c

ha
ng

e 
in

 th
e 

m
ix

 o
f f

un
di

ng
 fr

om
 

se
cu

ri
tie

s 
so

ld
 u

nd
er

 r
ep

ur
ch

as
e 

ag
re

em
en

ts
 fo

r 
CI

B 
M

ar
ke

ts
 a

ct
iv

iti
es

.

Lo
ng

-t
er

m
 fu

nd
in

g 
an

d 
is

su
an

ce
Lo

ng
-t

er
m

 fu
nd

in
g 

pr
ov

id
es

 a
dd

iti
on

al
 s

ou
rc

es
 o

f s
ta

bl
e 

fu
nd

in
g 

an
d 

liq
ui

di
ty

 fo
r 

th
e 

Fi
rm

. T
he

 F
ir

m
’s

 lo
ng

-t
er

m
 

fu
nd

in
g 

pl
an

 is
 d

ri
ve

n 
pr

im
ar

ily
 b

y 
ex

pe
ct

ed
 c

lie
nt

 a
ct

iv
it

y,
 

liq
ui

di
ty

 c
on

si
de

ra
tio

ns
, a

nd
 r

eg
ul

at
or

y 
re

qu
ir

em
en

ts
, 

in
cl

ud
in

g 
TL

AC
. L

on
g-

te
rm

 fu
nd

in
g 

ob
je

ct
iv

es
 in

cl
ud

e 
m

ai
nt

ai
ni

ng
 d

iv
er

si
fic

at
io

n,
 m

ax
im

iz
in

g 
m

ar
ke

t a
cc

es
s 

an
d 



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

96
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

op
tim

iz
in

g 
fu

nd
in

g 
co

st
s.

 T
he

 F
ir

m
 e

va
lu

at
es

 v
ar

io
us

 
fu

nd
in

g 
m

ar
ke

ts
, t

en
or

s 
an

d 
cu

rr
en

ci
es

 in
 c

re
at

in
g 

its
 

op
tim

al
 lo

ng
-t

er
m

 fu
nd

in
g 

pl
an

. 

Th
e 

si
gn

ifi
ca

nt
 m

aj
or

it
y 

of
 th

e 
Fi

rm
’s

 lo
ng

-t
er

m
 u

ns
ec

ur
ed

 
fu

nd
in

g 
is

 is
su

ed
 b

y 
th

e 
Pa

re
nt

 C
om

pa
ny

 to
 p

ro
vi

de
 

m
ax

im
um

 fl
ex

ib
ili

ty
 in

 s
up

po
rt

 o
f b

ot
h 

ba
nk

 a
nd

 n
on

-b
an

k 
su

bs
id

ia
ry

 fu
nd

in
g 

ne
ed

s.
 T

he
 P

ar
en

t C
om

pa
ny

 a
dv

an
ce

s 
su

bs
ta

nt
ia

lly
 a

ll 
ne

t f
un

di
ng

 p
ro

ce
ed

s 
to

 it
s 

su
bs

id
ia

ry
, t

he
 

IH
C.

 T
he

 IH
C 

do
es

 n
ot

 is
su

e 
de

bt
 to

 e
xt

er
na

l c
ou

nt
er

pa
rt

ie
s.

 
Th

e 
fo

llo
w

in
g 

ta
bl

e 
su

m
m

ar
iz

es
 lo

ng
-t

er
m

 u
ns

ec
ur

ed
 

is
su

an
ce

 a
nd

 m
at

ur
iti

es
 o

r 
re

de
m

pt
io

ns
 fo

r 
th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

. F
or

 a
dd

iti
on

al
 in

fo
rm

at
io

n,
 

se
e 

N
ot

e 
19

.

Lo
ng

-t
er

m
 u

ns
ec

ur
ed

 fu
nd

in
g

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
,

(i
n 

m
ill

io
ns

)
20

17
20

16

Is
su

an
ce

Se
ni

or
 n

ot
es

 is
su

ed
 in

 th
e 

U
.S

. m
ar

ke
t

$
21

,1
92

$
25

,6
39

Se
ni

or
 n

ot
es

 is
su

ed
 in

 n
on

-U
.S

. m
ar

ke
ts

2,
21

0
7,

06
3

To
ta

l s
en

io
r 

no
te

s
23

,4
02

32
,7

02

Su
bo

rd
in

at
ed

 d
eb

t
—

1,
09

3

St
ru

ct
ur

ed
 n

ot
es

29
,0

40
22

,8
65

To
ta

l l
on

g-
te

rm
 u

ns
ec

ur
ed

 fu
nd

in
g 

–
is

su
an

ce
$

52
,4

42
$

56
,6

60

M
at

ur
it

ie
s/

re
de

m
pt

io
ns

Se
ni

or
 n

ot
es

$
22

,3
37

$
29

,9
89

Tr
us

t p
re

fe
rr

ed
 s

ec
ur

iti
es

—
1,

63
0

Su
bo

rd
in

at
ed

 d
eb

t
6,

90
1

3,
59

6

St
ru

ct
ur

ed
 n

ot
es

22
,5

81
15

,9
25

To
ta

l l
on

g-
te

rm
 u

ns
ec

ur
ed

 fu
nd

in
g 

–
m

at
ur

it
ie

s/
re

de
m

pt
io

ns
$

51
,8

19
$

51
,1

40

Th
e 

Fi
rm

 r
ai

se
s 

se
cu

re
d 

lo
ng

-t
er

m
 fu

nd
in

g 
th

ro
ug

h 
se

cu
ri

tiz
at

io
n 

of
 c

on
su

m
er

 c
re

di
t c

ar
d 

lo
an

s 
an

d 
ad

va
nc

es
 

fr
om

 th
e 

FH
LB

s.
 

Th
e 

fo
llo

w
in

g 
ta

bl
e 

su
m

m
ar

iz
es

 th
e 

se
cu

ri
tiz

at
io

n 
is

su
an

ce
 

an
d 

FH
LB

 a
dv

an
ce

s 
an

d 
th

ei
r 

re
sp

ec
tiv

e 
m

at
ur

iti
es

 o
r 

re
de

m
pt

io
n 

fo
r 

th
e 

ye
ar

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
. 

Lo
ng

-t
er

m
 s

ec
ur

ed
 fu

nd
in

g
Ye

ar
 e

nd
ed

 
D

ec
em

be
r 

31
,

Is
su

an
ce

M
at

ur
iti

es
/R

ed
em

pt
io

ns

(i
n 

m
ill

io
ns

)
20

17
20

16
20

17
20

16

Cr
ed

it 
ca

rd
se

cu
ri

tiz
at

io
n

$
1,

54
5

$
8,

27
7

$
11

,4
70

$
5,

02
5

O
th

er
 s

ec
ur

iti
za

tio
ns

(a
)

—
55

23
3

FH
LB

 a
dv

an
ce

s
—

17
,1

50
18

,9
00

9,
20

9

O
th

er
 lo

ng
-t

er
m

 
se

cu
re

d 
fu

nd
in

g(b
)

2,
35

4
45

5
73

1
2,

64
5

To
ta

l l
on

g-
te

rm
se

cu
re

d 
fu

nd
in

g
$

3,
89

9
$

25
,8

82
$

31
,1

56
$

17
,1

12

(a
) 

O
th

er
 s

ec
ur

iti
za

tio
ns

 in
cl

ud
es

 s
ec

ur
iti

za
tio

ns
 o

f s
tu

de
nt

 lo
an

s.
 T

he
 

Fi
rm

 d
ec

on
so

lid
at

ed
 th

e 
st

ud
en

t l
oa

n 
se

cu
ri

tiz
at

io
n 

en
tit

ie
s 

in
 th

e 
se

co
nd

 q
ua

rt
er

 o
f 2

01
7 

as
 it

 n
o 

lo
ng

er
 h

ad
 a

 c
on

tr
ol

lin
g 

fin
an

ci
al

 
in

te
re

st
 in

 th
es

e 
en

tit
ie

s 
as

 a
 r

es
ul

t o
f t

he
 s

al
e 

of
 th

e 
st

ud
en

t l
oa

n 
po

rt
fo

lio
. 

(b
) 

In
cl

ud
es

 lo
ng

-t
er

m
 s

tr
uc

tu
re

d 
no

te
s 

w
hi

ch
 a

re
 s

ec
ur

ed
.

Th
e 

Fi
rm

’s
 w

ho
le

sa
le

 b
us

in
es

se
s 

al
so

 s
ec

ur
iti

ze
 lo

an
s 

fo
r 

cl
ie

nt
-d

ri
ve

n 
tr

an
sa

ct
io

ns
; t

ho
se

 c
lie

nt
-d

ri
ve

n 
lo

an
 

se
cu

ri
tiz

at
io

ns
 a

re
 n

ot
 c

on
si

de
re

d 
to

 b
e 

a 
so

ur
ce

 o
f f

un
di

ng
 

fo
r 

th
e 

Fi
rm

 a
nd

 a
re

 n
ot

 in
cl

ud
ed

 in
 th

e 
ta

bl
e 

ab
ov

e.
 F

or
 

fu
rt

he
r 

de
sc

ri
pt

io
n 

of
 th

e 
cl

ie
nt

-d
ri

ve
n 

lo
an

 s
ec

ur
iti

za
tio

ns
, 

se
e 

N
ot

e 
14

.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
97

Cr
ed

it
 r

at
in

gs
Th

e 
co

st
 a

nd
 a

va
ila

bi
lit

y 
of

 fi
na

nc
in

g 
ar

e 
in

flu
en

ce
d 

by
 

cr
ed

it 
ra

tin
gs

. R
ed

uc
tio

ns
 in

 th
es

e 
ra

tin
gs

 c
ou

ld
 h

av
e 

an
 

ad
ve

rs
e 

ef
fe

ct
 o

n 
th

e 
Fi

rm
’s

 a
cc

es
s 

to
 li

qu
id

it
y 

so
ur

ce
s,

 
in

cr
ea

se
 th

e 
co

st
 o

f f
un

ds
, t

ri
gg

er
 a

dd
iti

on
al

 c
ol

la
te

ra
l o

r 
fu

nd
in

g 
re

qu
ir

em
en

ts
 a

nd
 d

ec
re

as
e 

th
e 

nu
m

be
r 

of
 in

ve
st

or
s 

an
d 

co
un

te
rp

ar
tie

s 
w

ill
in

g 
to

 le
nd

 to
 th

e 
Fi

rm
. A

dd
iti

on
al

ly
, 

th
e 

Fi
rm

’s
 fu

nd
in

g 
re

qu
ir

em
en

ts
 fo

r 
V

IE
s 

an
d 

ot
he

r 
th

ir
d-

 

pa
rt

y 
co

m
m

itm
en

ts
 m

ay
 b

e 
ad

ve
rs

el
y 

af
fe

ct
ed

 b
y 

a 
de

cl
in

e 
in

 c
re

di
t r

at
in

gs
. F

or
 a

dd
iti

on
al

 in
fo

rm
at

io
n 

on
 th

e 
im

pa
ct

 o
f 

a 
cr

ed
it 

ra
tin

gs
 d

ow
ng

ra
de

 o
n 

th
e 

fu
nd

in
g 

re
qu

ir
em

en
ts

 fo
r 

V
IE

s,
 a

nd
 o

n 
de

ri
va

tiv
es

 a
nd

 c
ol

la
te

ra
l a

gr
ee

m
en

ts
, s

ee
 

SP
Es

 o
n 

pa
ge

 5
0,

 a
nd

 c
re

di
t r

is
k,

 li
qu

id
it

y 
ri

sk
 a

nd
 c

re
di

t-
re

la
te

d 
co

nt
in

ge
nt

 fe
at

ur
es

 in
 N

ot
e 

5 
on

 p
ag

e 
18

6.

Th
e 

cr
ed

it 
ra

tin
gs

 o
f t

he
 P

ar
en

t C
om

pa
ny

 a
nd

 th
e 

Fi
rm

’s
 p

ri
nc

ip
al

 b
an

k 
an

d 
no

n-
ba

nk
 s

ub
si

di
ar

ie
s 

as
 o

f D
ec

em
be

r 
31

, 2
01

7,
 

w
er

e 
as

 fo
llo

w
s.

JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
JP

M
or

ga
n 

Ch
as

e 
Ba

nk
, N

.A
.

Ch
as

e 
Ba

nk
 U

SA
, N

.A
.

J.
P.

 M
or

ga
n 

Se
cu

ri
tie

s 
LL

C
J.

P.
 M

or
ga

n 
Se

cu
ri

tie
s 

pl
c

D
ec

em
be

r 
31

, 2
01

7
Lo

ng
-t

er
m

is
su

er
Sh

or
t-

te
rm

is
su

er
O

ut
lo

ok
Lo

ng
-t

er
m

is
su

er
Sh

or
t-

te
rm

is
su

er
O

ut
lo

ok
Lo

ng
-t

er
m

is
su

er
Sh

or
t-

te
rm

is
su

er
O

ut
lo

ok

M
oo

dy
’s

 In
ve

st
or

s 
Se

rv
ic

e
A

3
P-

2
St

ab
le

A
a3

P-
1

St
ab

le
A

1
P-

1
St

ab
le

St
an

da
rd

 &
 P

oo
r’

s
A-

A-
2

St
ab

le
A

+
A-

1
St

ab
le

A
+

A-
1

St
ab

le

Fi
tc

h 
Ra

tin
gs

A
+

F1
St

ab
le

A
A-

F1
+

St
ab

le
A

A-
F1

+
St

ab
le

O
n 

Fe
br

ua
ry

 2
2,

 2
01

7,
 M

oo
dy

’s
 p

ub
lis

he
d 

its
 u

pd
at

ed
 

ra
tin

g 
m

et
ho

do
lo

gi
es

 fo
r 

se
cu

ri
tie

s 
fir

m
s.

 A
s 

a 
re

su
lt

 o
f t

hi
s 

m
et

ho
do

lo
gy

 c
ha

ng
e,

 J
.P

. M
or

ga
n 

Se
cu

ri
tie

s 
LL

C’
s 

lo
ng

-t
er

m
 

is
su

er
 r

at
in

g 
w

as
 d

ow
ng

ra
de

d 
by

 o
ne

 n
ot

ch
 fr

om
 A

a3
 to

 A
1;

 
th

e 
sh

or
t-

te
rm

 is
su

er
 r

at
in

g 
w

as
 u

nc
ha

ng
ed

 a
nd

 th
e 

ou
tl

oo
k 

re
m

ai
ne

d 
st

ab
le

. 

O
n 

Ju
ne

 1
, 2

01
7,

 J
PM

or
ga

n 
Ch

as
e 

Ba
nk

, N
.A

. t
er

m
in

at
ed

 it
s 

gu
ar

an
te

e 
of

 th
e 

pa
ym

en
t o

f a
ll 

ob
lig

at
io

ns
 o

f J
.P

. M
or

ga
n 

Se
cu

ri
tie

s 
pl

c 
ar

is
in

g 
af

te
r 

su
ch

 te
rm

in
at

io
n.

 J
.P

. M
or

ga
n 

Se
cu

ri
tie

s 
pl

c,
 w

ho
se

 c
re

di
t r

at
in

gs
 p

re
vi

ou
sl

y 
re

fle
ct

ed
 th

e 
be

ne
fit

 o
f t

hi
s 

gu
ar

an
te

e,
 is

 n
ow

 r
at

ed
 o

n 
a 

st
an

d-
al

on
e,

 
no

n-
gu

ar
an

te
ed

 b
as

is
.

D
ow

ng
ra

de
s 

of
 th

e 
Fi

rm
’s

 lo
ng

-t
er

m
 r

at
in

gs
 b

y 
on

e 
or

 t
w

o 
no

tc
he

s 
co

ul
d 

re
su

lt
 in

 a
n 

in
cr

ea
se

 in
 it

s 
co

st
 o

f f
un

ds
, a

nd
 

ac
ce

ss
 to

 c
er

ta
in

 fu
nd

in
g 

m
ar

ke
ts

 c
ou

ld
 b

e 
re

du
ce

d 
as

 
no

te
d 

ab
ov

e.
 T

he
 n

at
ur

e 
an

d 
m

ag
ni

tu
de

 o
f t

he
 im

pa
ct

 o
f 

ra
tin

gs
 d

ow
ng

ra
de

s 
de

pe
nd

s 
on

 n
um

er
ou

s 
co

nt
ra

ct
ua

l a
nd

 
be

ha
vi

or
al

 fa
ct

or
s 

w
hi

ch
 th

e 
Fi

rm
 b

el
ie

ve
s 

ar
e 

in
co

rp
or

at
ed

 
in

 it
s 

liq
ui

di
ty

 r
is

k 
an

d 
st

re
ss

 te
st

in
g 

m
et

ri
cs

. T
he

 F
ir

m
 

be
lie

ve
s 

th
at

 it
 m

ai
nt

ai
ns

 s
uf

fic
ie

nt
 li

qu
id

it
y 

to
 w

ith
st

an
d 

a 

po
te

nt
ia

l d
ec

re
as

e 
in

 fu
nd

in
g 

ca
pa

ci
ty

 d
ue

 to
 r

at
in

gs
 

do
w

ng
ra

de
s.

JP
M

or
ga

n 
Ch

as
e’

s 
un

se
cu

re
d 

de
bt

 d
oe

s 
no

t c
on

ta
in

 
re

qu
ir

em
en

ts
 th

at
 w

ou
ld

 c
al

l f
or

 a
n 

ac
ce

le
ra

tio
n 

of
 

pa
ym

en
ts

, m
at

ur
iti

es
 o

r 
ch

an
ge

s 
in

 th
e 

st
ru

ct
ur

e 
of

 th
e 

ex
is

tin
g 

de
bt

, p
ro

vi
de

 a
ny

 li
m

ita
tio

ns
 o

n 
fu

tu
re

 b
or

ro
w

in
gs

 
or

 r
eq

ui
re

 a
dd

iti
on

al
 c

ol
la

te
ra

l, 
ba

se
d 

on
 u

nf
av

or
ab

le
 

ch
an

ge
s 

in
 th

e 
Fi

rm
’s

 c
re

di
t r

at
in

gs
, f

in
an

ci
al

 r
at

io
s,

 
ea

rn
in

gs
, o

r 
st

oc
k 

pr
ic

e.

Cr
iti

ca
l f

ac
to

rs
 in

 m
ai

nt
ai

ni
ng

 h
ig

h 
cr

ed
it 

ra
tin

gs
 in

cl
ud

e 
a 

st
ab

le
 a

nd
 d

iv
er

se
 e

ar
ni

ng
s 

st
re

am
, s

tr
on

g 
ca

pi
ta

l r
at

io
s,

 
st

ro
ng

 c
re

di
t q

ua
lit

y 
an

d 
ri

sk
 m

an
ag

em
en

t c
on

tr
ol

s,
 d

iv
er

se
 

fu
nd

in
g 

so
ur

ce
s,

 a
nd

 d
is

ci
pl

in
ed

 li
qu

id
it

y 
m

on
ito

ri
ng

 
pr

oc
ed

ur
es

. R
at

in
g 

ag
en

ci
es

 c
on

tin
ue

 to
 e

va
lu

at
e 

ec
on

om
ic

 
an

d 
ge

op
ol

iti
ca

l t
re

nd
s,

 r
eg

ul
at

or
y 

de
ve

lo
pm

en
ts

, f
ut

ur
e 

pr
of

ita
bi

lit
y,

 r
is

k 
m

an
ag

em
en

t p
ra

ct
ic

es
, a

nd
 li

tig
at

io
n 

m
at

te
rs

, a
s 

w
el

l a
s 

th
ei

r 
br

oa
de

r 
ra

tin
gs

 m
et

ho
do

lo
gi

es
. 

Ch
an

ge
s 

in
 a

ny
 o

f t
he

se
 fa

ct
or

s 
co

ul
d 

le
ad

 to
 c

ha
ng

es
 in

 th
e 

Fi
rm

’s
 c

re
di

t r
at

in
gs

.



98
JP

M
or

ga
n 

Ch
as

e 
&

 C
o.

/2
01

7 
A

nn
ua

l R
ep

or
t

RE
PU

TA
TI

O
N

 R
IS

K 
M

A
N

AG
EM

EN
T

Re
pu

ta
tio

n 
ri

sk
 is

 th
e 

po
te

nt
ia

l t
ha

t a
n 

ac
tio

n,
 in

ac
tio

n,
 

tr
an

sa
ct

io
n,

 in
ve

st
m

en
t o

r 
ev

en
t w

ill
 r

ed
uc

e 
tr

us
t i

n 
th

e 
Fi

rm
’s

 in
te

gr
it

y 
or

 c
om

pe
te

nc
e 

by
 it

s 
va

ri
ou

s 
co

ns
tit

ue
nt

s,
 

in
cl

ud
in

g 
cl

ie
nt

s,
 c

ou
nt

er
pa

rt
ie

s,
 in

ve
st

or
s,

 r
eg

ul
at

or
s,

 
em

pl
oy

ee
s 

an
d 

th
e 

br
oa

de
r 

pu
bl

ic
. M

ai
nt

ai
ni

ng
 th

e 
Fi

rm
’s

 
re

pu
ta

tio
n 

is
 th

e 
re

sp
on

si
bi

lit
y 

of
 e

ac
h 

in
di

vi
du

al
 e

m
pl

oy
ee

 
of

 th
e 

Fi
rm

. T
he

 F
ir

m
’s

 R
ep

ut
at

io
n 

Ri
sk

 G
ov

er
na

nc
e 

po
lic

y 
ex

pl
ic

itl
y 

ve
st

s 
ea

ch
 e

m
pl

oy
ee

 w
ith

 th
e 

re
sp

on
si

bi
lit

y 
to

 
co

ns
id

er
 th

e 
re

pu
ta

tio
n 

of
 th

e 
Fi

rm
 w

he
n 

en
ga

gi
ng

 in
 a

ny
 

ac
tiv

it
y.

 B
ec

au
se

 th
e 

ty
pe

s 
of

 e
ve

nt
s 

th
at

 c
ou

ld
 h

ar
m

 th
e 

Fi
rm

’s
 r

ep
ut

at
io

n 
ar

e 
so

 v
ar

ie
d 

ac
ro

ss
 th

e 
Fi

rm
’s

 li
ne

s 
of

 
bu

si
ne

ss
, e

ac
h 

lin
e 

of
 b

us
in

es
s 

ha
s 

a 
se

pa
ra

te
 r

ep
ut

at
io

n 
ri

sk
 g

ov
er

na
nc

e 
in

fr
as

tr
uc

tu
re

 in
 p

la
ce

, w
hi

ch
 c

on
si

st
s 

of
 

th
re

e 
ke

y 
el

em
en

ts
: c

le
ar

, d
oc

um
en

te
d 

es
ca

la
tio

n 
cr

ite
ri

a 
ap

pr
op

ri
at

e 
to

 th
e 

bu
si

ne
ss

; a
 d

es
ig

na
te

d 
pr

im
ar

y 
di

sc
us

si
on

 fo
ru

m
 —

 in
 m

os
t c

as
es

, o
ne

 o
r 

m
or

e 
de

di
ca

te
d 

re
pu

ta
tio

n 
ri

sk
 c

om
m

itt
ee

s;
 a

nd
 a

 li
st

 o
f d

es
ig

na
te

d 
co

nt
ac

ts
 to

 w
ho

m
 q

ue
st

io
ns

 r
el

at
in

g 
to

 r
ep

ut
at

io
n 

ri
sk

 
sh

ou
ld

 b
e 

re
fe

rr
ed

. A
ny

 m
at

te
r 

gi
vi

ng
 r

is
e 

to
 r

ep
ut

at
io

n 
ri

sk
 

th
at

 o
ri

gi
na

te
s 

in
 a

 c
or

po
ra

te
 fu

nc
tio

n 
is

 r
eq

ui
re

d 
to

 b
e 

es
ca

la
te

d 
di

re
ct

ly
 to

 F
ir

m
w

id
e 

Re
pu

ta
tio

n 
Ri

sk
 G

ov
er

na
nc

e 
(“

FR
RG

”)
 o

r 
to

 th
e 

re
le

va
nt

 R
is

k 
Co

m
m

itt
ee

. R
ep

ut
at

io
n 

ri
sk

 
go

ve
rn

an
ce

 is
 o

ve
rs

ee
n 

by
 F

RR
G,

 w
hi

ch
 p

ro
vi

de
s 

ov
er

si
gh

t 
of

 th
e 

go
ve

rn
an

ce
 in

fr
as

tr
uc

tu
re

 a
nd

 p
ro

ce
ss

 to
 s

up
po

rt
 th

e 
co

ns
is

te
nt

 id
en

tif
ic

at
io

n,
 e

sc
al

at
io

n,
 m

an
ag

em
en

t a
nd

 
m

on
ito

ri
ng

 o
f r

ep
ut

at
io

n 
ri

sk
 is

su
es

 fi
rm

w
id

e.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
99

CR
ED

IT
 A

N
D

 IN
V

ES
TM

EN
T 

RI
SK

 M
A

N
AG

EM
EN

T

Cr
ed

it 
an

d 
in

ve
st

m
en

t r
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 c
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 c
re

di
t p

ro
fil

e 
of

 a
 c

lie
nt

, c
ou

nt
er

pa
rt

y 
or

 c
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f c
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l c
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 c
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 c
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 c
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ith

 a
nd

 fo
r 

cl
ie

nt
s 

an
d 

co
un

te
rp

ar
tie

s,
 a

s 
w

el
l a

s 
th

ro
ug

h 
its

 o
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ra
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 c
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 c
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 c
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 m
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f c
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 c
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 c
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 c
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, c
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f c
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 c
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 c
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ra
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, p
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 c
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 r
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ra
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 r
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ra
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 c
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 b
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ro
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w
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 m
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e 

O
RM

F 
an

d 
es

ta
bl

is
hi

ng
 

m
in

im
um

 s
ta

nd
ar

ds
 fo

r 
its

 e
xe

cu
tio

n.
 O

pe
ra

tio
na

l R
is

k 
O

ff
ic

er
s 

re
po

rt
 to

 b
ot

h 
th

e 
lin

e 
of

 b
us

in
es

s 
CR

O
s 

an
d 

to
 th

e 
Fi

rm
w

id
e 

Ri
sk

 E
xe

cu
tiv

e 
fo

r 
O

RG
, a

nd
 a

re
 in

de
pe

nd
en

t o
f 

th
e 

re
sp

ec
tiv

e 
bu

si
ne

ss
es

 o
r 

co
rp

or
at

e 
fu

nc
tio

ns
 th

ey
 

ov
er

se
e.

Th
e 

Fi
rm

’s
 O

pe
ra

tio
na

l R
is

k 
Go

ve
rn

an
ce

 P
ol

ic
y 

is
 a

pp
ro

ve
d 

by
 th

e 
D

RP
C.

 T
hi

s 
po

lic
y 

es
ta

bl
is

he
s 

th
e 

O
pe

ra
tio

na
l R

is
k 

M
an

ag
em

en
t F

ra
m

ew
or

k 
fo

r 
th

e 
Fi

rm
. 

Ri
sk

 id
en

tif
ic

at
io

n 
an

d 
as

se
ss

m
en

t
Th

e 
Fi

rm
 u

til
iz

es
 s

ev
er

al
 to

ol
s 

to
 id

en
tif

y,
 a

ss
es

s,
 m

iti
ga

te
 

an
d 

m
an

ag
e 

its
 o

pe
ra

tio
na

l r
is

k.
 O

ne
 s

uc
h 

to
ol

 is
 th
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e 

m
in

im
um

 s
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 p
ro

gr
am

, l
in

es
 o

f b
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at
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t c
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 d
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 b
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l r
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l r
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at
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 p
ro

je
ct

io
ns

 u
nd

er
 

bo
th

 b
as

el
in

e 
an

d 
st

re
ss

ed
 c

on
di

tio
ns

.

Th
e 

pr
im

ar
y 

co
m

po
ne

nt
 o

f t
he

 o
pe

ra
tio

na
l r

is
k 

ca
pi

ta
l 

es
tim

at
e 

is
 th
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at
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.  
Th

e 
Co

rp
or

at
e 

Th
ir

d-
Pa

rt
y 

O
ve

rs
ig

ht
 g

ro
up

 is
 r

es
po

ns
ib

le
 fo

r 
Fi

rm
w

id
e 

TP
O

 
tr

ai
ni

ng
, m

on
ito

ri
ng

, r
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l r
is

k 
m

ay
 b
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 c
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 c
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 p
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 d
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 m
an

ag
em

en
t.
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f o
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 c
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f b
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 c
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 C
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at
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 c
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 c
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 p
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 c
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re
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, d
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 r
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at
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 c
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 c
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 c
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f p
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l b
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f c
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 c
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f c
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 p
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 d
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 c
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 m
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ra
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 C
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 c
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t p

ra
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f b
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 C
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 C
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 D
RP

C.
 In

 a
dd

iti
on

, 
ce

rt
ai

n 
Sp

ec
ia

l P
ur

po
se

 C
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 b
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 c
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 C
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 p
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 c
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 d
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 p
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 b
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 c
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 C
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 r
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 C
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 p
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 C
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t p
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 p
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is
k,

 a
 s

ub
ca

te
go

ry
 o

f o
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ra
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e 
ri

sk
 

th
at

 a
ny

 a
ct

io
n 

or
 in

ac
tio

n 
by

 a
n 

em
pl

oy
ee

 o
f t

he
 F

ir
m

 c
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, c
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 p
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f b
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 c
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“P
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 c
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 p
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at
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 c
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t o
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l C
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 C
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ra
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 m
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 D
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 d
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 c
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in
g 

a 
m

od
el

, t
he

 
M

od
el

 R
is

k 
fu

nc
tio

n 
an

al
yz

es
 a

nd
 c

ha
lle

ng
es

 th
e 

m
od

el
 

m
et

ho
do

lo
gy

 a
nd

 th
e 

re
as

on
ab

le
ne

ss
 o

f m
od

el
 a

ss
um

pt
io

ns
 

an
d 

m
ay

 p
er

fo
rm

 o
r 

re
qu

ir
e 

ad
di

tio
na

l t
es

tin
g,

 in
cl

ud
in

g 
ba

ck
-t

es
tin

g 
of

 m
od

el
 o

ut
co

m
es

. M
od

el
 r

ev
ie

w
s 

ar
e 

ap
pr

ov
ed

 b
y 

th
e 

ap
pr

op
ri

at
e 

le
ve

l o
f m

an
ag

em
en

t w
ith

in
 

th
e 

M
od

el
 R

is
k 

fu
nc

tio
n 

ba
se

d 
on

 th
e 

re
le

va
nt

 m
od

el
 ti

er
.

U
nd

er
 th

e 
Fi

rm
’s

 E
st

im
at

io
ns

 a
nd

 M
od

el
 R

is
k 

M
an

ag
em

en
t 

Po
lic

y,
 th

e 
M

od
el

 R
is

k 
fu

nc
tio

n 
re

vi
ew

s 
an

d 
ap

pr
ov

es
 n

ew
 

m
od

el
s,

 a
s 

w
el

l a
s 

m
at

er
ia

l c
ha

ng
es

 to
 e

xi
st

in
g 

m
od

el
s,

 
pr

io
r 

to
 im

pl
em

en
ta

tio
n 

in
 th

e 
op

er
at

in
g 

en
vi

ro
nm

en
t.

 In
 

ce
rt

ai
n 

ci
rc

um
st

an
ce

s,
 th

e 
he

ad
 o

f t
he

 M
od

el
 R

is
k 

fu
nc

tio
n 

m
ay

 g
ra

nt
 e

xc
ep

tio
ns

 to
 th

e 
Fi

rm
’s

 p
ol

ic
y 

to
 a

llo
w

 a
 m

od
el

 
to

 b
e 

us
ed

 p
ri

or
 to

 r
ev

ie
w

 o
r 

ap
pr

ov
al

. T
he

 M
od

el
 R

is
k 

fu
nc

tio
n 

m
ay

 a
ls

o 
re

qu
ir

e 
th

e 
us

er
 to

 ta
ke

 a
pp

ro
pr

ia
te

 
ac

tio
ns

 to
 m

iti
ga

te
 th

e 
m

od
el

 r
is

k 
if 

it 
is

 to
 b

e 
us

ed
 in

 th
e 

in
te

ri
m

. T
he

se
 a

ct
io

ns
 w

ill
 d

ep
en

d 
on

 th
e 

m
od

el
 a

nd
 m

ay
 

in
cl

ud
e,

 fo
r 

ex
am

pl
e,

 li
m

ita
tio

n 
of

 tr
ad

in
g 

ac
tiv

it
y.

Th
e 

go
ve

rn
an

ce
 o

f a
na

ly
tic

al
 a

nd
 ju

dg
m

en
t-

ba
se

d 
es

tim
at

io
ns

, s
uc

h 
as

 th
os

e 
us

ed
 in

 r
is

k 
m

an
ag

em
en

t,
 b

ud
ge

t 
fo

re
ca

st
in

g,
 a

nd
 c

ap
ita

l p
la

nn
in

g 
an

d 
an

al
ys

is
, w

ith
in

 
M

RG
R’

s 
sc

op
e,

 fo
llo

w
s 

a 
co

ns
is

te
nt

 a
pp

ro
ac

h 
to

 th
e 

go
ve

rn
an

ce
 o

f m
od

el
s.

Fo
r 

a 
su

m
m

ar
y 

of
 v

al
ua

tio
ns

 b
as

ed
 o

n 
va

lu
at

io
n 

m
od

el
s 

an
d 

ot
he

r 
va

lu
at

io
n 

te
ch

ni
qu

es
, s

ee
 C

ri
tic

al
 A

cc
ou

nt
in

g 
Es

tim
at

es
 U

se
d 

by
 th

e 
Fi

rm
 o

n 
pa

ge
s 

13
8–

14
0 

an
d 

N
ot

e 
2.



M
an

ag
em

en
t’

s 
di

sc
us

si
on

 a
nd

 a
na

ly
si

s

13
8

JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t

CR
IT

IC
A

L 
AC

CO
U

N
TI

N
G 

ES
TI

M
AT

ES
 U

SE
D

 B
Y 

TH
E 

FI
RM

JP
M

or
ga

n 
Ch

as
e’

s 
ac

co
un

tin
g 

po
lic

ie
s 

an
d 

us
e 

of
 e

st
im

at
es

 
ar

e 
in

te
gr

al
 to

 u
nd

er
st

an
di

ng
 it

s 
re

po
rt

ed
 r

es
ul

ts
. T

he
 

Fi
rm

’s
 m

os
t c

om
pl

ex
 a

cc
ou

nt
in

g 
es

tim
at

es
 r

eq
ui

re
 

m
an

ag
em

en
t’s

 ju
dg

m
en

t t
o 

as
ce

rt
ai

n 
th

e 
ap

pr
op

ri
at

e 
ca

rr
yi

ng
 v

al
ue

 o
f a

ss
et

s 
an

d 
lia

bi
lit

ie
s.

 T
he

 F
ir

m
 h

as
 

es
ta

bl
is

he
d 

po
lic

ie
s 

an
d 

co
nt

ro
l p

ro
ce

du
re

s 
in

te
nd

ed
 to

 
en

su
re

 th
at

 e
st

im
at

io
n 

m
et

ho
ds

, i
nc

lu
di

ng
 a

ny
 ju

dg
m

en
ts

 
m

ad
e 

as
 p

ar
t o

f s
uc

h 
m

et
ho

ds
, a

re
 w

el
l-c

on
tr

ol
le

d,
 

in
de

pe
nd

en
tl

y 
re

vi
ew

ed
 a

nd
 a

pp
lie

d 
co

ns
is

te
nt

ly
 fr

om
 

pe
ri

od
 to

 p
er

io
d.

 T
he

 m
et

ho
ds

 u
se

d 
an

d 
ju

dg
m

en
ts

 m
ad

e 
re

fle
ct

, a
m

on
g 

ot
he

r 
fa

ct
or

s,
 th

e 
na

tu
re

 o
f t

he
 a

ss
et

s 
or

 
lia

bi
lit

ie
s 

an
d 

th
e 

re
la

te
d 

bu
si

ne
ss

 a
nd

 r
is

k 
m

an
ag

em
en

t 
st

ra
te

gi
es

, w
hi

ch
 m

ay
 v

ar
y 

ac
ro

ss
 th

e 
Fi

rm
’s

 b
us

in
es

se
s 

an
d 

po
rt

fo
lio

s.
 In

 a
dd

iti
on

, t
he

 p
ol

ic
ie

s 
an

d 
pr

oc
ed

ur
es

 a
re

 
in

te
nd

ed
 to

 e
ns

ur
e 

th
at

 th
e 

pr
oc

es
s 

fo
r 

ch
an

gi
ng

 
m

et
ho

do
lo

gi
es

 o
cc

ur
s 

in
 a

n 
ap

pr
op

ri
at

e 
m

an
ne

r. 
Th

e 
Fi

rm
 

be
lie

ve
s 

its
 e

st
im

at
es

 fo
r 

de
te

rm
in

in
g 

th
e 

ca
rr

yi
ng

 v
al

ue
 o

f 
its

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s 
ar

e 
ap

pr
op

ri
at

e.
 T

he
 fo

llo
w

in
g 

is
 a

 
br

ie
f d

es
cr

ip
tio

n 
of

 th
e 

Fi
rm

’s
 c

ri
tic

al
 a

cc
ou

nt
in

g 
es

tim
at

es
 

in
vo

lv
in

g 
si

gn
ifi

ca
nt

 ju
dg

m
en

ts
.

A
llo

w
an

ce
 fo

r 
cr

ed
it

 lo
ss

es
JP

M
or

ga
n 

Ch
as

e’
s 

al
lo

w
an

ce
 fo

r 
cr

ed
it 

lo
ss

es
 c

ov
er

s 
th

e 
re

ta
in

ed
 c

on
su

m
er

 a
nd

 w
ho

le
sa

le
 lo

an
 p

or
tf

ol
io

s,
 a

s 
w

el
l a

s 
th

e 
Fi

rm
’s

 w
ho

le
sa

le
 a

nd
 c

er
ta

in
 c

on
su

m
er

 le
nd

in
g-

re
la

te
d 

co
m

m
itm

en
ts

. T
he

 a
llo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

 is
 in

te
nd

ed
 to

 
ad

ju
st

 th
e 

ca
rr

yi
ng

 v
al

ue
 o

f t
he

 F
ir

m
’s

 lo
an

 a
ss

et
s 

to
 r

ef
le

ct
 

pr
ob

ab
le

 c
re

di
t l

os
se

s 
in

he
re

nt
 in

 th
e 

lo
an

 p
or

tf
ol

io
 a

s 
of

 
th

e 
ba

la
nc

e 
sh

ee
t d

at
e.

 S
im

ila
rl

y,
 th

e 
al

lo
w

an
ce

 fo
r 

le
nd

in
g-

re
la

te
d 

co
m

m
itm

en
ts

 is
 e

st
ab

lis
he

d 
to

 c
ov

er
 p

ro
ba

bl
e 

cr
ed

it 
lo

ss
es

 in
he

re
nt

 in
 th

e 
le

nd
in

g-
re

la
te

d 
co

m
m

itm
en

ts
 

po
rt

fo
lio

 a
s 

of
 th

e 
ba

la
nc

e 
sh

ee
t d

at
e.

 

Th
e 

al
lo

w
an

ce
 fo

r 
cr

ed
it 

lo
ss

es
 in

cl
ud

es
 a

 fo
rm

ul
a-

ba
se

d 
co

m
po

ne
nt

, a
n 

as
se

t-
sp

ec
ifi

c 
co

m
po

ne
nt

, a
nd

 a
 c

om
po

ne
nt

 
re

la
te

d 
to

 P
CI

 lo
an

s.
 T

he
 d

et
er

m
in

at
io

n 
of

 e
ac

h 
of

 th
es

e 
co

m
po

ne
nt

s 
in

vo
lv

es
 s

ig
ni

fic
an

t j
ud

gm
en

t o
n 

a 
nu

m
be

r 
of

 
m

at
te

rs
. F

or
 fu

rt
he

r 
di

sc
us

si
on

 o
f t

he
se

 c
om

po
ne

nt
s,

 a
re

as
 

of
 ju

dg
m

en
t a

nd
 m

et
ho

do
lo

gi
es

 u
se

d 
in

 e
st

ab
lis

hi
ng

 th
e 

Fi
rm

’s
 a

llo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

, s
ee

 N
ot

e 
13

.

Al
lo

w
an

ce
 fo

r c
re

di
t l

os
se

s 
se

ns
iti

vi
ty

Th
e 

Fi
rm

’s
 a

llo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

 is
 s

en
si

tiv
e 

to
 

nu
m

er
ou

s 
fa

ct
or

s,
 w

hi
ch

 m
ay

 d
iff

er
 d

ep
en

di
ng

 o
n 

th
e 

po
rt

fo
lio

. C
ha

ng
es

 in
 e

co
no

m
ic

 c
on

di
tio

ns
 o

r 
in

 th
e 

Fi
rm

’s
 

as
su

m
pt

io
ns

 a
nd

 e
st

im
at

es
 c

ou
ld

 a
ff

ec
t i

ts
 e

st
im

at
e 

of
 

pr
ob

ab
le

 c
re

di
t l

os
se

s 
in

he
re

nt
 in

 th
e 

po
rt

fo
lio

 a
t t

he
 

ba
la

nc
e 

sh
ee

t d
at

e.
 T

he
 F

ir
m

 u
se

s 
its

 b
es

t j
ud

gm
en

t t
o 

as
se

ss
 th

es
e 

ec
on

om
ic

 c
on

di
tio

ns
 a

nd
 lo

ss
 d

at
a 

in
 

es
tim

at
in

g 
th

e 
al

lo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

 a
nd

 th
es

e 
es

tim
at

es
 a

re
 s

ub
je

ct
 to

 p
er

io
di

c 
re

fin
em

en
t b

as
ed

 o
n 

ch
an

ge
s 

to
 u

nd
er

ly
in

g 
ex

te
rn

al
 o

r 
Fi

rm
-s

pe
ci

fic
 h

is
to

ri
ca

l 
da

ta
. T

he
 u

se
 o

f a
lt

er
na

te
 e

st
im

at
es

, d
at

a 
so

ur
ce

s,
 

ad
ju

st
m

en
ts

 to
 m

od
el

ed
 lo

ss
 e

st
im

at
es

 fo
r 

m
od

el
 

im
pr

ec
is

io
n 

an
d 

ot
he

r 
fa

ct
or

s 
w

ou
ld

 r
es

ul
t i

n 
a 

di
ff

er
en

t 
es

tim
at

ed
 a

llo
w

an
ce

 fo
r 

cr
ed

it 
lo

ss
es

, a
s 

w
el

l a
s 

im
pa

ct
 a

ny
 

re
la

te
d 

se
ns

iti
vi

tie
s 

de
sc

ri
be

d 
be

lo
w

. D
ur

in
g 

th
e 

se
co

nd
 

qu
ar

te
r 

of
 2

01
7,

 th
e 

Fi
rm

 r
ef

in
ed

 it
s 

lo
ss

 e
st

im
at

es
 r

el
at

in
g 

to
 th

e 
w

ho
le

sa
le

 c
re

di
t p

or
tf

ol
io

. S
ee

 N
ot

e 
13

 fo
r 

fu
rt

he
r 

di
sc

us
si

on
. 

To
 il

lu
st

ra
te

 th
e 

po
te

nt
ia

l m
ag

ni
tu

de
 o

f c
er

ta
in

 a
lt

er
na

te
 

ju
dg

m
en

ts
, t

he
 F

ir
m

 e
st

im
at

es
 th

at
 c

ha
ng

es
 in

 th
e 

fo
llo

w
in

g 
in

pu
ts

 w
ou

ld
 h

av
e 

th
e 

fo
llo

w
in

g 
ef

fe
ct

s 
on

 th
e 

Fi
rm

’s
 

m
od

el
ed

 c
re

di
t l

os
s 

es
tim

at
es

 a
s 

of
 D

ec
em

be
r 

31
, 2

01
7,

 
w

ith
ou

t c
on

si
de

ra
tio

n 
of

 a
ny

 o
ff

se
tt

in
g 

or
 c

or
re

la
te

d 
ef

fe
ct

s 
of

 o
th

er
 in

pu
ts

 in
 th

e 
Fi

rm
’s

 a
llo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

:

• 
A

 c
om

bi
ne

d 
5%

 d
ec

lin
e 

in
 h

ou
si

ng
 p

ri
ce

s 
an

d 
a 

10
0 

ba
si

s 
po

in
t i

nc
re

as
e 

in
 u

ne
m

pl
oy

m
en

t r
at

es
 fr

om
 c

ur
re

nt
 

le
ve

ls
 c

ou
ld

 im
pl

y:

 
an

 in
cr

ea
se

 to
 m

od
el

ed
 c

re
di

t l
os

s 
es

tim
at

es
 o

f 
ap

pr
ox

im
at

el
y 

$5
25

 m
ill

io
n 

fo
r 

PC
I l

oa
ns

.

 
an

 in
cr

ea
se

 to
 m

od
el

ed
 a

nn
ua

l c
re

di
t l

os
s 

es
tim

at
es

 
of

 a
pp

ro
xi

m
at

el
y 

$1
00

 m
ill

io
n 

fo
r 

re
si

de
nt

ia
l r

ea
l 

es
ta

te
, e

xc
lu

di
ng

 P
CI

 lo
an

s.

• 
Fo

r 
cr

ed
it 

ca
rd

 lo
an

s,
 a

 1
00

 b
as

is
 p

oi
nt

 in
cr

ea
se

 in
 

un
em

pl
oy

m
en

t r
at

es
 fr

om
 c

ur
re

nt
 le

ve
ls

 c
ou

ld
 im

pl
y 

an
 

in
cr

ea
se

 to
 m

od
el

ed
 a

nn
ua

l l
os

s 
es

tim
at

es
 o

f 
ap

pr
ox

im
at

el
y 

$1
.0

 b
ill

io
n.

• 
A

n 
in

cr
ea

se
 in

 P
D

 fa
ct

or
s 

co
ns

is
te

nt
 w

ith
 a

 o
ne

-n
ot

ch
 

do
w

ng
ra

de
 in

 th
e 

Fi
rm

’s
 in

te
rn

al
 r

is
k 

ra
tin

gs
 fo

r 
its

 
en

tir
e 

w
ho

le
sa

le
 lo

an
 p

or
tf

ol
io

 c
ou

ld
 im

pl
y 

an
 in

cr
ea

se
 

in
 th

e 
Fi

rm
’s

 m
od

el
ed

 c
re

di
t l

os
s 

es
tim

at
es

 o
f 

ap
pr

ox
im

at
el

y 
$1

.4
 b

ill
io

n.

• 
A

 1
00

 b
as

is
 p

oi
nt

 in
cr

ea
se

 in
 e

st
im

at
ed

 lo
ss

 g
iv

en
 

de
fa

ul
t (

“L
GD

”)
 fo

r 
th

e 
Fi

rm
’s

 e
nt

ir
e 

w
ho

le
sa

le
 lo

an
 

po
rt

fo
lio

 c
ou

ld
 im

pl
y 

an
 in

cr
ea

se
 in

 th
e 

Fi
rm

’s
 m

od
el

ed
 

cr
ed

it 
lo

ss
 e

st
im

at
es

 o
f a

pp
ro

xi
m

at
el

y 
$1

75
 m

ill
io

n.

Th
e 

pu
rp

os
e 

of
 th

es
e 

se
ns

iti
vi

ty
 a

na
ly

se
s 

is
 to

 p
ro

vi
de

 a
n 

in
di

ca
tio

n 
of

 th
e 

is
ol

at
ed

 im
pa

ct
s 

of
 h

yp
ot

he
tic

al
 

al
te

rn
at

iv
e 

as
su

m
pt

io
ns

 o
n 

m
od

el
ed

 lo
ss

 e
st

im
at

es
. T

he
 

ch
an

ge
s 

in
 th

e 
in

pu
ts

 p
re

se
nt

ed
 a

bo
ve

 a
re

 n
ot

 in
te

nd
ed

 to
 

im
pl

y 
m

an
ag

em
en

t’s
 e

xp
ec

ta
tio

n 
of

 fu
tu

re
 d

et
er

io
ra

tio
n 

of
 

th
os

e 
ri

sk
 fa

ct
or

s.
 In

 a
dd

iti
on

, t
he

se
 a

na
ly

se
s 

ar
e 

no
t 

in
te

nd
ed

 to
 e

st
im

at
e 

ch
an

ge
s 

in
 th

e 
ov

er
al

l a
llo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

, w
hi

ch
 w

ou
ld

 a
ls

o 
be

 in
flu

en
ce

d 
by

 th
e 

ju
dg

m
en

t 
m

an
ag

em
en

t a
pp

lie
s 

to
 th

e 
m

od
el

ed
 lo

ss
 e

st
im

at
es

 to
 

re
fle

ct
 th

e 
un

ce
rt

ai
nt

y 
an

d 
im

pr
ec

is
io

n 
of

 th
es

e 
m

od
el

ed
 

lo
ss

 e
st

im
at

es
 b

as
ed

 o
n 

th
en

-c
ur

re
nt

 c
ir

cu
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st
 e

nt
iti

es
. H

ow
ev

er
, 

in
 th

e 
lim

ite
d 

ca
se

s 
w

he
re

 th
e 

no
n-

m
an

ag
in

g 
pa

rt
ne

rs
 o

r 
m

em
be

rs
 d

o 
no

t h
av

e 
su

bs
ta

nt
iv

e 
ki

ck
-o

ut
 o

r 
pa

rt
ic

ip
at

in
g 

ri
gh

ts
, t

he
 F

ir
m

 e
va

lu
at

es
 th

e 
fu

nd
s 

as
 V

IE
s 

an
d 

co
ns

ol
id

at
es

 if
 it

 is
 th

e 
ge

ne
ra

l p
ar

tn
er

 o
r 

m
an

ag
in

g 
m

em
be

r 
an

d 
ha

s 
a 

po
te

nt
ia

lly
 s

ig
ni

fic
an

t i
nt

er
es

t.
 

Th
e 

Fi
rm

’s
 in

ve
st

m
en

t c
om

pa
ni

es
 h

av
e 

in
ve

st
m

en
ts

 in
 b

ot
h 

pu
bl

ic
ly

-h
el

d 
an

d 
pr

iv
at

el
y-

he
ld

 e
nt

iti
es

, i
nc

lu
di

ng
 

in
ve

st
m

en
ts

 in
 b

uy
ou

ts
, g

ro
w

th
 e

qu
it

y 
an

d 
ve

nt
ur

e 
op

po
rt

un
iti

es
. T

he
se

 in
ve

st
m

en
ts

 a
re

 a
cc

ou
nt

ed
 fo

r 
un

de
r 

in
ve

st
m

en
t c

om
pa

ny
 g

ui
de

lin
es

 a
nd

 a
cc

or
di

ng
ly

, 
ir

re
sp

ec
tiv

e 
of

 th
e 

pe
rc

en
ta

ge
 o

f e
qu

it
y 

ow
ne

rs
hi

p 
in

te
re

st
s 

he
ld

, a
re

 c
ar

ri
ed

 o
n 

th
e 

Co
ns

ol
id

at
ed

 b
al

an
ce

 s
he

et
s 

at
 fa

ir
 

va
lu

e,
 a

nd
 a

re
 r

ec
or

de
d 

in
 o

th
er

 a
ss

et
s,

 w
ith

 in
co

m
e 

or
 lo

ss
 

in
cl

ud
ed

 in
 n

on
in

te
re

st
 r

ev
en

ue
.

Va
ri

ab
le

 In
te

re
st

 E
nt

iti
es

 
V

IE
s 

ar
e 

en
tit

ie
s 

th
at

, b
y 

de
si

gn
, e

ith
er

 (
1)

 la
ck

 s
uf

fic
ie

nt
 

eq
ui

ty
 to

 p
er

m
it 

th
e 

en
tit

y 
to

 fi
na

nc
e 

its
 a

ct
iv

iti
es

 w
ith

ou
t 

ad
di

tio
na

l s
ub

or
di

na
te

d 
fin

an
ci

al
 s

up
po

rt
 fr

om
 o

th
er

 
pa

rt
ie

s,
 o

r 
(2

) 
ha

ve
 e

qu
it

y 
in

ve
st

or
s 

th
at

 d
o 

no
t h

av
e 

th
e 

ab
ili

ty
 to

 m
ak

e 
si

gn
ifi

ca
nt

 d
ec

is
io

ns
 r

el
at

in
g 

to
 th

e 
en

tit
y’

s 
op

er
at

io
ns

 th
ro

ug
h 

vo
tin

g 
ri

gh
ts

, o
r 

do
 n

ot
 h

av
e 

th
e 

ob
lig

at
io

n 
to

 a
bs

or
b 

th
e 

ex
pe

ct
ed

 lo
ss

es
, o

r 
do

 n
ot

 h
av

e 
th

e 
ri

gh
t t

o 
re

ce
iv

e 
th

e 
re

si
du

al
 r

et
ur

ns
 o

f t
he

 e
nt

it
y.

Th
e 

m
os

t c
om

m
on

 t
yp

e 
of

 V
IE

 is
 a

n 
SP

E.
 S

PE
s 

ar
e 

co
m

m
on

ly
 

us
ed

 in
 s

ec
ur

iti
za

tio
n 

tr
an

sa
ct

io
ns

 in
 o

rd
er

 to
 is

ol
at

e 
ce

rt
ai

n 
as

se
ts

 a
nd

 d
is

tr
ib

ut
e 

th
e 

ca
sh

 fl
ow

s 
fr

om
 th

os
e 

as
se

ts
 to

 
in

ve
st

or
s.

 T
he

 b
as

ic
 S

PE
 s

tr
uc

tu
re

 in
vo

lv
es

 a
 c

om
pa

ny
 

se
lli

ng
 a

ss
et

s 
to

 th
e 

SP
E;

 th
e 

SP
E 

fu
nd

s 
th

e 
pu

rc
ha

se
 o

f 
th

os
e 

as
se

ts
 b

y 
is

su
in

g 
se

cu
ri

tie
s 

to
 in

ve
st

or
s.

 T
he

 le
ga

l 
do

cu
m

en
ts

 th
at

 g
ov

er
n 

th
e 

tr
an

sa
ct

io
n 

sp
ec

if
y 

ho
w

 th
e 

ca
sh

 
ea

rn
ed

 o
n 

th
e 

as
se

ts
 m

us
t b

e 
al

lo
ca

te
d 

to
 th

e 
SP

E’
s 

in
ve

st
or

s 
an

d 
ot

he
r 

pa
rt

ie
s 

th
at

 h
av

e 
ri

gh
ts

 to
 th

os
e 

ca
sh

 
flo

w
s.

 S
PE

s 
ar

e 
ge

ne
ra

lly
 s

tr
uc

tu
re

d 
to

 in
su

la
te

 in
ve

st
or

s 
fr

om
 c

la
im

s 
on

 th
e 

SP
E’

s 
as

se
ts

 b
y 

cr
ed

ito
rs

 o
f o

th
er

 
en

tit
ie

s,
 in

cl
ud

in
g 

th
e 

cr
ed

ito
rs

 o
f t

he
 s

el
le

r 
of

 th
e 

as
se

ts
. 

Th
e 

pr
im

ar
y 

be
ne

fic
ia

ry
 o

f a
 V

IE
 (

i.e
., 

th
e 

pa
rt

y 
th

at
 h

as
 a

 
co

nt
ro

lli
ng

 fi
na

nc
ia

l i
nt

er
es

t)
 is

 r
eq

ui
re

d 
to

 c
on

so
lid

at
e 

th
e 

as
se

ts
 a

nd
 li

ab
ili

tie
s 

of
 th

e 
V

IE
. T

he
 p

ri
m

ar
y 

be
ne

fic
ia

ry
 is

 
th

e 
pa

rt
y 

th
at

 h
as

 b
ot

h 
(1

) 
th

e 
po

w
er

 to
 d

ir
ec

t t
he

 a
ct

iv
iti

es
 

of
 th

e 
V

IE
 th

at
 m

os
t s

ig
ni

fic
an

tl
y 

im
pa

ct
 th

e 
V

IE
’s

 e
co

no
m

ic
 

pe
rf

or
m

an
ce

; a
nd

 (
2)

 th
ro

ug
h 

its
 in

te
re

st
s 

in
 th

e 
V

IE
, t

he
 

ob
lig

at
io

n 
to

 a
bs

or
b 

lo
ss

es
 o

r 
th

e 
ri

gh
t t

o 
re

ce
iv

e 
be

ne
fit

s 
fr

om
 th

e 
V

IE
 th

at
 c

ou
ld

 p
ot

en
tia

lly
 b

e 
si

gn
ifi

ca
nt

 to
 th

e 
V

IE
.

To
 a

ss
es

s 
w

he
th

er
 th

e 
Fi

rm
 h

as
 th

e 
po

w
er

 to
 d

ir
ec

t t
he

 
ac

tiv
iti

es
 o

f a
 V

IE
 th

at
 m

os
t s

ig
ni

fic
an

tl
y 

im
pa

ct
 th

e 
V

IE
’s

 
ec

on
om

ic
 p

er
fo

rm
an

ce
, t

he
 F

ir
m

 c
on

si
de

rs
 a

ll 
th

e 
fa

ct
s 

an
d 

ci
rc

um
st

an
ce

s,
 in

cl
ud

in
g 

its
 r

ol
e 

in
 e

st
ab

lis
hi

ng
 th

e 
V

IE
 a

nd
 

its
 o

ng
oi

ng
 r

ig
ht

s 
an

d 
re

sp
on

si
bi

lit
ie

s.
 T

hi
s 

as
se

ss
m

en
t 

in
cl

ud
es

, f
ir

st
, i

de
nt

if
yi

ng
 th

e 
ac

tiv
iti

es
 th

at
 m

os
t 

si
gn

ifi
ca

nt
ly

 im
pa

ct
 th

e 
V

IE
’s

 e
co

no
m

ic
 p

er
fo

rm
an

ce
; a

nd
 



N
ot

es
 t

o 
co

ns
ol

id
at

ed
 fi

na
nc

ia
l s

ta
te

m
en

ts

15
4

JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t

se
co

nd
, i

de
nt

if
yi

ng
 w

hi
ch

 p
ar

ty
, i

f a
ny

, h
as

 p
ow

er
 o

ve
r 

th
os

e 
ac

tiv
iti

es
. I

n 
ge

ne
ra

l, 
th

e 
pa

rt
ie

s 
th

at
 m

ak
e 

th
e 

m
os

t 
si

gn
ifi

ca
nt

 d
ec

is
io

ns
 a

ff
ec

tin
g 

th
e 

V
IE

 (
su

ch
 a

s 
as

se
t 

m
an

ag
er

s,
 c

ol
la

te
ra

l m
an

ag
er

s,
 s

er
vi

ce
rs

, o
r 

ow
ne

rs
 o

f c
al

l 
op

tio
ns

 o
r 

liq
ui

da
tio

n 
ri

gh
ts

 o
ve

r 
th

e 
V

IE
’s

 a
ss

et
s)

 o
r 

ha
ve

 
th

e 
ri

gh
t t

o 
un

ila
te

ra
lly

 r
em

ov
e 

th
os

e 
de

ci
si

on
-m

ak
er

s 
ar

e 
de

em
ed

 to
 h

av
e 

th
e 

po
w

er
 to

 d
ir

ec
t t

he
 a

ct
iv

iti
es

 o
f a

 V
IE

.

To
 a

ss
es

s 
w

he
th

er
 th

e 
Fi

rm
 h

as
 th

e 
ob

lig
at

io
n 

to
 a

bs
or

b 
lo

ss
es

 o
f t

he
 V

IE
 o

r 
th

e 
ri

gh
t t

o 
re

ce
iv

e 
be

ne
fit

s 
fr

om
 th

e 
V

IE
 th

at
 c

ou
ld

 p
ot

en
tia

lly
 b

e 
si

gn
ifi

ca
nt

 to
 th

e 
V

IE
, t

he
 F

ir
m

 
co

ns
id

er
s 

al
l o

f i
ts

 e
co

no
m

ic
 in

te
re

st
s,

 in
cl

ud
in

g 
de

bt
 a

nd
 

eq
ui

ty
 in

ve
st

m
en

ts
, s

er
vi

ci
ng

 fe
es

, a
nd

 d
er

iv
at

iv
es

 o
r 

ot
he

r 
ar

ra
ng

em
en

ts
 d

ee
m

ed
 to

 b
e 

va
ri

ab
le

 in
te

re
st

s 
in

 th
e 

V
IE

. 
Th

is
 a

ss
es

sm
en

t r
eq

ui
re

s 
th

at
 th

e 
Fi

rm
 a

pp
ly

 ju
dg

m
en

t i
n 

de
te

rm
in

in
g 

w
he

th
er

 th
es

e 
in

te
re

st
s,

 in
 th

e 
ag

gr
eg

at
e,

 a
re

 
co

ns
id

er
ed

 p
ot

en
tia

lly
 s

ig
ni

fic
an

t t
o 

th
e 

V
IE

. F
ac

to
rs

 
co

ns
id

er
ed

 in
 a

ss
es

si
ng

 s
ig

ni
fic

an
ce

 in
cl

ud
e:

 th
e 

de
si

gn
 o

f 
th

e 
V

IE
, i

nc
lu

di
ng

 it
s 

ca
pi

ta
liz

at
io

n 
st

ru
ct

ur
e;

 s
ub

or
di

na
tio

n 
of

 in
te

re
st

s;
 p

ay
m

en
t p

ri
or

it
y;

 r
el

at
iv

e 
sh

ar
e 

of
 in

te
re

st
s 

he
ld

 a
cr

os
s 

va
ri

ou
s 

cl
as

se
s 

w
ith

in
 th

e 
V

IE
’s

 c
ap

ita
l 

st
ru

ct
ur

e;
 a

nd
 th

e 
re

as
on

s 
w

hy
 th

e 
in

te
re

st
s 

ar
e 

he
ld

 b
y 

th
e 

Fi
rm

.

Th
e 

Fi
rm

 p
er

fo
rm

s 
on

-g
oi

ng
 r

ea
ss

es
sm

en
ts

 o
f: 

(1
) 

w
he

th
er

 
en

tit
ie

s 
pr

ev
io

us
ly

 e
va

lu
at

ed
 u

nd
er

 th
e 

m
aj

or
it

y 
vo

tin
g-

in
te

re
st

 fr
am

ew
or

k 
ha

ve
 b

ec
om

e 
V

IE
s,

 b
as

ed
 o

n 
ce

rt
ai

n 
ev

en
ts

, a
nd

 a
re

 th
er

ef
or

e 
su

bj
ec

t t
o 

th
e 

V
IE

 c
on

so
lid

at
io

n 
fr

am
ew

or
k;

 a
nd

 (
2)

 w
he

th
er

 c
ha

ng
es

 in
 th

e 
fa

ct
s 

an
d 

ci
rc

um
st

an
ce

s 
re

ga
rd

in
g 

th
e 

Fi
rm

’s
 in

vo
lv

em
en

t w
ith

 a
 V

IE
 

ca
us

e 
th

e 
Fi

rm
’s

 c
on

so
lid

at
io

n 
co

nc
lu

si
on

 to
 c

ha
ng

e.

U
se

 o
f e

st
im

at
es

 in
 t

he
 p

re
pa

ra
ti

on
 o

f c
on

so
lid

at
ed

 
fi

na
nc

ia
l s

ta
te

m
en

ts
Th

e 
pr

ep
ar

at
io

n 
of

 th
e 

Co
ns

ol
id

at
ed

 F
in

an
ci

al
 S

ta
te

m
en

ts
 

re
qu

ir
es

 m
an

ag
em

en
t t

o 
m

ak
e 

es
tim

at
es

 a
nd

 a
ss

um
pt

io
ns

 
th

at
 a

ff
ec

t t
he

 r
ep

or
te

d 
am

ou
nt

s 
of

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s,
 

re
ve

nu
e 

an
d 

ex
pe

ns
e,

 a
nd

 d
is

cl
os

ur
es

 o
f c

on
tin

ge
nt

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s.
 A

ct
ua

l r
es

ul
ts

 c
ou

ld
 b

e 
di

ff
er

en
t f

ro
m

 th
es

e 
es

tim
at

es
.

Fo
re

ig
n 

cu
rr

en
cy

 t
ra

ns
la

ti
on

JP
M

or
ga

n 
Ch

as
e 

re
va

lu
es

 a
ss

et
s,

 li
ab

ili
tie

s,
 r

ev
en

ue
 a

nd
 

ex
pe

ns
e 

de
no

m
in

at
ed

 in
 n

on
-U

.S
. c

ur
re

nc
ie

s 
in

to
 U

.S
. 

do
lla

rs
 u

si
ng

 a
pp

lic
ab

le
 e

xc
ha

ng
e 

ra
te

s.

Ga
in

s 
an

d 
lo

ss
es

 r
el

at
in

g 
to

 tr
an

sl
at

in
g 

fu
nc

tio
na

l c
ur

re
nc

y 
fin

an
ci

al
 s

ta
te

m
en

ts
 fo

r 
U

.S
. r

ep
or

tin
g 

ar
e 

in
cl

ud
ed

 in
 O

CI
 

w
ith

in
 s

to
ck

ho
ld

er
s’

 e
qu

it
y.

 G
ai

ns
 a

nd
 lo

ss
es

 r
el

at
in

g 
to

 
no

nf
un

ct
io

na
l c

ur
re

nc
y 

tr
an

sa
ct

io
ns

, i
nc

lu
di

ng
 n

on
-U

.S
. 

op
er

at
io

ns
 w

he
re

 th
e 

fu
nc

tio
na

l c
ur

re
nc

y 
is

 th
e 

U
.S

. d
ol

la
r, 

ar
e 

re
po

rt
ed

 in
 th

e 
Co

ns
ol

id
at

ed
 s

ta
te

m
en

ts
 o

f i
nc

om
e.

O
ff

se
tt

in
g 

as
se

ts
 a

nd
 li

ab
ili

ti
es

U
.S

. G
A

A
P 

pe
rm

its
 e

nt
iti

es
 to

 p
re

se
nt

 d
er

iv
at

iv
e 

r e
ce

iv
ab

le
s 

an
d 

de
ri

va
tiv

e 
pa

ya
bl

es
 w

ith
 th

e 
sa

m
e 

co
un

te
rp

ar
ty

 a
nd

 th
e 

re
la

te
d 

ca
sh

 c
ol

la
te

ra
l r

ec
ei

va
bl

es
 a

nd
 p

ay
ab

le
s 

on
 a

 n
et

 
ba

si
s 

on
 th

e 
Co

ns
ol

id
at

ed
 b

al
an

ce
 s

he
et

s 
w

he
n 

a 
le

ga
lly

 
en

fo
rc

ea
bl

e 
m

as
te

r 
ne

tt
in

g 
ag

re
em

en
t e

xi
st

s.
 U

.S
. G

A
A

P 
al

so
 p

er
m

its
 s

ec
ur

iti
es

 s
ol

d 
an

d 
pu

rc
ha

se
d 

un
de

r 
re

pu
rc

ha
se

 a
gr

ee
m

en
ts

 a
nd

 s
ec

ur
iti

es
 b

or
ro

w
ed

 o
r 

lo
an

ed
 

un
de

r 
se

cu
ri

tie
s 

lo
an

 a
gr

ee
m

en
ts

 to
 b

e 
pr

es
en

te
d 

ne
t w

he
n 

sp
ec

ifi
ed

 c
on

di
tio

ns
 a

re
 m

et
, i

nc
lu

di
ng

 th
e 

ex
is

te
nc

e 
of

 a
 

le
ga

lly
 e

nf
or

ce
ab

le
 m

as
te

r 
ne

tt
in

g 
ag

re
em

en
t.

 T
he

 F
ir

m
 h

as
 

el
ec

te
d 

to
 n

et
 s

uc
h 

ba
la

nc
es

 w
he

n 
th

e 
sp

ec
ifi

ed
 c

on
di

tio
ns

 
ar

e 
m

et
.

Th
e 

Fi
rm

 u
se

s 
m

as
te

r 
ne

tt
in

g 
ag

re
em

en
ts

 to
 m

iti
ga

te
 

co
un

te
rp

ar
ty

 c
re

di
t r

is
k 

in
 c

er
ta

in
 tr

an
sa

ct
io

ns
, i

nc
lu

di
ng

 
de

ri
va

tiv
e,

 s
ec

ur
iti

es
 r

ep
ur

ch
as

e 
an

d 
re

ve
rs

e 
re

pu
rc

ha
se

, 
an

d 
se

cu
ri

tie
s 

lo
an

ed
 a

nd
 b

or
ro

w
 tr

an
sa

ct
io

ns
. A

 m
as

te
r 

ne
tt

in
g 

ag
re

em
en

t i
s 

a 
si

ng
le

 a
gr

ee
m

en
t w

ith
 a

 
co

un
te

rp
ar

ty
 th

at
 p

er
m

its
 m

ul
tip

le
 tr

an
sa
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t p
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re
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at
 a

re
 o

bs
er

va
bl

e 
fo

r 
th

e 
as

se
t o

r 
lia

bi
lit

y,
 e

ith
er

 d
ir

ec
tl

y 
or

 in
di

re
ct

ly
, f

or
 s

ub
st

an
tia

lly
 th
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at
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 b
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ra
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 p
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at
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e 

na
tu

re
 o

f t
he

 p
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 d
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, c
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at
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 p
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l r
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 c
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 d
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 m
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 p
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 d
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 c
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at
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 b
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l p
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 c
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at
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 b
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 d
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 d
ef

au
lt

 r
at

e 
is

 a
 

m
ea

su
re

 o
f t

he
 r

ed
uc

tio
n 

in
 th

e 
ou

ts
ta

nd
in

g 
co

lla
te

ra
l 

ba
la

nc
e 

un
de

rl
yi

ng
 a

 c
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 d

ef
au

lt
 r

at
es

 a
nd

 p
re

pa
ym

en
t s

pe
ed

s,
 

co
lla

te
ra
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 c
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 d
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 c
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 d
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at
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e 
co

rr
el

at
io

n 
in

pu
t,

 a
s 

th
e 

re
la

tio
ns

hi
p 

be
tw

ee
n 

th
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 b
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t c
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 c
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 p
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at
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e 
vo

la
til

it
y 

of
 

th
e 

un
de

rl
yi

ng
, t

he
 r

is
ki

er
 th

e 
in

st
ru

m
en

t.
 G

iv
en

 a
 lo

ng
 

po
si

tio
n 

in
 a

n 
op

tio
n,

 a
n 

in
cr

ea
se

 in
 v

ol
at

ili
ty

, i
n 

is
ol

at
io

n,
 

w
ou

ld
 g

en
er

al
ly

 r
es

ul
t i

n 
an

 in
cr

ea
se

 in
 a

 fa
ir

 v
al

ue
 

m
ea

su
re

m
en

t.
 

Th
e 

le
ve

l o
f v

ol
at

ili
ty

 u
se

d 
in

 th
e 

va
lu

at
io

n 
of

 a
 p

ar
tic

ul
ar

 
op

tio
n-

ba
se

d 
de

ri
va

tiv
e 

de
pe

nd
s 

on
 a

 n
um

be
r 

of
 fa

ct
or

s,
 

in
cl

ud
in

g 
th

e 
na

tu
re

 o
f t

he
 r
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 d
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f c
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 b
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itm
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al

ue
 

as
 a

n 
al

te
rn

at
iv

e 
m

ea
su

re
m

en
t f

or
 s

el
ec

te
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 c
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 c
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t f
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ra
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 b
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an
 

on
e 

ye
ar

 

• 
O

w
ne

d 
be

ne
fic

ia
l i

nt
er

es
ts

 in
 s

ec
ur

iti
ze

d 
fin

an
ci

al
 a

ss
et

s 
th

at
 c

on
ta

in
 e

m
be

dd
ed

 c
re

di
t d

er
iv

at
iv

es
, w

hi
ch

 w
ou

ld
 

ot
he

rw
is

e 
be

 r
eq

ui
re

d 
to

 b
e 

se
pa

ra
te

ly
 a

cc
ou

nt
ed

 fo
r 

as
 

a 
de

ri
va

tiv
e 

in
st

ru
m

en
t 

• 
St

ru
ct

ur
ed

 n
ot

es
, w

hi
ch

 a
re

 p
re

do
m

in
an

tl
y 

fin
an

ci
al

 
in

st
ru

m
en

ts
 th

at
 c

on
ta

in
 e

m
be

dd
ed

 d
er

iv
at

iv
es

, t
ha

t a
re

 
is

su
ed

 a
s 

pa
rt

 o
f C

IB
’s

 c
lie

nt
-d

ri
ve

n 
ac

tiv
iti

es
 

• 
Ce

rt
ai

n 
lo

ng
-t

er
m

 b
en

ef
ic

ia
l i

nt
er

es
ts

 is
su

ed
 b

y 
CI

B’
s 

co
ns

ol
id

at
ed

 s
ec

ur
iti

za
tio

n 
tr

us
ts

 w
he

re
 th

e 
un

de
rl

yi
ng

 
as

se
ts

 a
re

 c
ar

ri
ed

 a
t f

ai
r 

va
lu

e 



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
17

5

Ch
an

ge
s 

in
 fa

ir
 v

al
ue

 u
nd

er
 t

he
 fa

ir
 v

al
ue

 o
pt

io
n 

el
ec

ti
on

 
Th

e 
fo

llo
w

in
g 

ta
bl

e 
pr

es
en

ts
 th

e 
ch

an
ge

s 
in

 fa
ir

 v
al

ue
 in

cl
ud

ed
 in

 th
e 

Co
ns

ol
id

at
ed

 s
ta

te
m

en
ts

 o
f i

nc
om

e 
fo

r 
th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7,

 2
01

6 
an

d 
20

15
, f

or
 it

em
s 

fo
r 

w
hi

ch
 th

e 
fa

ir
 v

al
ue

 o
pt

io
n 

w
as

 e
le

ct
ed

. T
he

 p
ro

fit
 a

nd
 lo

ss
 in

fo
rm

at
io

n 
pr

es
en

te
d 

be
lo

w
 o

nl
y 

in
cl

ud
es

 th
e 

fin
an

ci
al

 in
st

ru
m

en
ts

 th
at

 w
er

e 
el

ec
te

d 
to

 b
e 

m
ea

su
re

d 
at

 fa
ir

 v
al

ue
; r

el
at

ed
 r

is
k 

m
an

ag
em

en
t i

ns
tr

um
en

ts
, w

hi
ch

 a
re

 r
eq

ui
re

d 
to

 b
e 

m
ea

su
re

d 
at

 fa
ir

 v
al

ue
, a

re
 n

ot
 in

cl
ud

ed
 in

 th
e 

ta
bl

e.
 

20
17

20
16

20
15

D
ec

em
be

r 
31

, (
in

 m
ill

io
ns

)
Pr

in
ci

pa
l

tr
an

sa
ct

io
ns

A
ll 

ot
he

r
in

co
m

e

To
ta

l
ch

an
ge

s
in

 fa
ir

va
lu

e
re

co
rd

ed
Pr

in
ci

pa
l

tr
an

sa
ct

io
ns

A
ll 

ot
he

r
in

co
m

e

To
ta

l
ch

an
ge

s
in

 fa
ir

va
lu

e
re

co
rd

ed
Pr

in
ci

pa
l

tr
an

sa
ct

io
ns

A
ll 

ot
he

r
in

co
m

e

To
ta

l
ch

an
ge

s
in

 fa
ir

va
lu

e
re

co
rd

ed

Fe
de

ra
l f

un
ds

 s
ol

d 
an

d 
se

cu
ri

tie
s

pu
rc

ha
se

d 
un

de
r 

re
sa

le
ag

re
em

en
ts

$
(9

7)
$

—
$

(9
7)

$
(7

6)
$

—
$

(7
6)

$
(3

8)
$

—
$

(3
8)

Se
cu

ri
tie

s 
bo

rr
ow

ed
50

—
50

1
—

1
(6

)
—

(6
)

Tr
ad

in
g 

as
se

ts
:

D
eb

t a
nd

 e
qu

it
y 

in
st

ru
m

en
ts

,
ex

cl
ud

in
g 

lo
an

s
1,

94
3

2
(c

)
1,

94
5

12
0

(1
)

(c
)

11
9

75
6

(1
0)

(c
)

74
6

Lo
an

s 
re

po
rt

ed
 a

s 
tr

ad
in

g
 a

ss
et

s:

Ch
an

ge
s 

in
 in

st
ru

m
en

t-
sp

ec
ifi

c 
cr

ed
it 

ri
sk

33
0

14
(c

)
34

4
46

1
43

(c
)

50
4

13
8

41
(c

)
17

9

O
th

er
 c

ha
ng

es
 in

 fa
ir

 v
al

ue
21

7
74

7
(c

)
96

4
79

68
4

(c
)

76
3

23
2

81
8

(c
)

1,
05

0

Lo
an

s:

Ch
an

ge
s 

in
 in

st
ru

m
en

t-
sp

ec
ifi

c
cr

ed
it 

ri
sk

(1
)

—
(1

)
13

—
13

35
—

35

O
th

er
 c

ha
ng

es
 in

 fa
ir

 v
al

ue
(1

2)
3

(c
)

(9
)

(7
)

—
(7

)
4

—
4

O
th

er
 a

ss
et

s
11

(5
5)

(d
)

(4
4)

20
62

(d
)

82
79

(1
)

(d
)

78

D
ep

os
its

(a
)

(5
33

)
—

(5
33

)
(1

34
)

—
(1

34
)

93
—

93

Fe
de

ra
l f

un
ds

 p
ur

ch
as

ed
 a

nd
se

cu
ri

tie
s 

lo
an

ed
 o

r 
so

ld
 u

nd
er

re
pu

rc
ha

se
 a

gr
ee

m
en

ts
11

—
11

19
—

19
8

—
8

Sh
or

t-
te

rm
 b

or
ro

w
in

gs
(a

)  
(7

47
)

—
(7

47
)

(2
36

)
—

(2
36

)
1,

99
6

—
1,

99
6

Tr
ad

in
g 

lia
bi

lit
ie

s
(1

)
—

(1
)

6
—

6
(2

0)
—

(2
0)

Be
ne

fic
ia

l i
nt

er
es

ts
 is

su
ed

 b
y

co
ns

ol
id

at
ed

 V
IE

s
—

—
—

23
—

23
49

—
49

Lo
ng

-t
er

m
 d

eb
t(a

)(
b)

(2
,0

22
)

—
(2

,0
22

)
(7

73
)

—
(7

73
)

1,
38

8
—

1,
38

8

(a
) 

U
nr

ea
liz

ed
 g

ai
ns

/(
lo

ss
es

) 
du

e 
to

 in
st

ru
m

en
t-

sp
ec

ifi
c 

cr
ed

it 
ri

sk
 (

D
VA

) 
fo

r 
lia

bi
lit

ie
s 

fo
r 

w
hi

ch
 th
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 r
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t f
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at
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 c
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 p
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 c
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 d
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 c
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 c
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 r
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 d
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at
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 d
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t c
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 p
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at
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 c
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f t
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at
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 o
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ra
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re
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 b
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 c
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o 

si
gn

ifi
ca

nt
 in

ef
fe

ct
iv

en
es

s 
fo

r 
ne

t 
in

ve
st

m
en

t h
ed

ge
 a

cc
ou

nt
in

g 
re

la
tio

ns
hi

ps
 d

ur
in

g 
20

17
, 2

01
6 

an
d 

20
15

.

Ga
in

s 
an

d 
lo

ss
es

 o
n 

de
ri

va
tiv

es
 u

se
d 

fo
r s

pe
ci

fie
d 

ri
sk

 
m

an
ag

em
en

t p
ur

po
se

s 
Th

e 
fo

llo
w

in
g 

ta
bl

e 
pr

es
en

ts
 p

re
-t

ax
 g

ai
ns

/(
lo

ss
es

) 
re

co
rd

ed
 

on
 a

 li
m

ite
d 

nu
m

be
r 

of
 d

er
iv

at
iv

es
, n

ot
 d

es
ig

na
te

d 
in

 h
ed

ge
 

ac
co

un
tin

g 
re

la
tio

ns
hi

ps
, t

ha
t a

re
 u

se
d 

to
 m

an
ag

e 
ri

sk
s 

as
so

ci
at

ed
 w

ith
 c

er
ta

in
 s

pe
ci

fie
d 

as
se

ts
 a

nd
 li

ab
ili

tie
s,

 
in

cl
ud

in
g 

ce
rt

ai
n 

ri
sk

s 
ar

is
in

g 
fr

om
 th

e 
m

or
tg

ag
e 

pi
pe

lin
e,

 
w

ar
eh

ou
se

 lo
an

s,
 M

SR
s,

 w
ho

le
sa

le
 le

nd
in

g 
ex

po
su

re
s,

 
fo

re
ig

n 
cu

rr
en

cy
 d

en
om

in
at

ed
 a

ss
et

s 
an

d 
lia

bi
lit

ie
s,

 a
nd

 
co

m
m

od
iti

es
-r

el
at

ed
 c

on
tr

ac
ts

 a
nd

 in
ve

st
m

en
ts

. 

D
er

iv
at

iv
es

 g
ai

ns
/(

lo
ss

es
) 

re
co

rd
ed

 in
 in

co
m

e

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 

(i
n 

m
ill

io
ns

)
20

17
20

16
20

15

Co
nt

ra
ct

 t
yp

e

In
te

re
st

 r
at

e(a
)

$
33

1
$

1,
17

4
$

85
3

Cr
ed

it(b
)

(7
4)

(2
82

)
70

Fo
re

ig
n 

ex
ch

an
ge

(c
)

(3
3)

27
25

Co
m

m
od

it
y(d

)
—

—
(1

2)

To
ta

l
$

22
4

$
91

9
$

93
6

(a
) 

Pr
im

ar
ily

 r
ep

re
se

nt
s 

in
te

re
st

 r
at

e 
de

ri
va

tiv
es

 u
se

d 
to

 h
ed

ge
 th

e 
in

te
re

st
 r

at
e 

ri
sk

 in
he

re
nt

 in
 th

e 
m

or
tg

ag
e 

pi
pe

lin
e,

 w
ar

eh
ou

se
 lo

an
s 

an
d 

M
SR

s,
 a

s 
w

el
l a

s 
w

ri
tt

en
 c

om
m

itm
en

ts
 to

 o
ri

gi
na

te
 w

ar
eh

ou
se

 
lo

an
s.

 G
ai

ns
 a

nd
 lo

ss
es

 w
er

e 
re

co
rd

ed
 p

re
do

m
in

an
tl

y 
in

 m
or

tg
ag

e 
fe

es
 

an
d 

re
la

te
d 

in
co

m
e.

(b
) 

Re
la

te
s 

to
 c

re
di

t d
er

iv
at

iv
es

 u
se

d 
to

 m
iti

ga
te

 c
re

di
t r

is
k 

as
so

ci
at

ed
 

w
ith

 le
nd

in
g 

ex
po

su
re

s 
in

 th
e 

Fi
rm

’s
 w

ho
le

sa
le

 b
us

in
es

se
s.

 T
he

se
 

de
ri

va
tiv

es
 d

o 
no

t i
nc

lu
de

 c
re

di
t d

er
iv

at
iv

es
 u

se
d 

to
 m

iti
ga

te
 

co
un

te
rp

ar
ty

 c
re

di
t r

is
k 

ar
is

in
g 

fr
om

 d
er

iv
at

iv
e 

re
ce

iv
ab

le
s,

 w
hi

ch
 is

 
in

cl
ud

ed
 in

 g
ai

ns
 a

nd
 lo

ss
es

 o
n 

de
ri

va
tiv

es
 r

el
at

ed
 to

 m
ar

ke
t-

m
ak

in
g 

ac
tiv

iti
es

 a
nd

 o
th

er
 d

er
iv

at
iv

es
. G

ai
ns

 a
nd

 lo
ss

es
 w

er
e 

re
co

rd
ed

 in
 

pr
in

ci
pa

l t
ra

ns
ac

tio
ns

 r
ev

en
ue

.
(c

) 
Pr

im
ar

ily
 r

el
at

es
 to

 d
er

iv
at

iv
es

 u
se

d 
to

 m
iti

ga
te

 fo
re

ig
n 

ex
ch

an
ge

 r
is

k 
of

 s
pe

ci
fie

d 
fo

re
ig

n 
cu

rr
en

cy
-d

en
om

in
at

ed
 a

ss
et

s 
an

d 
lia

bi
lit

ie
s.

 G
ai

ns
 

an
d 

lo
ss

es
 w

er
e 

re
co

rd
ed

 in
 p

ri
nc

ip
al

 tr
an

sa
ct

io
ns

 r
ev

en
ue

.
(d

) 
Pr

im
ar

ily
 r

el
at

es
 to

 c
om

m
od

it
y 

de
ri

va
tiv

es
 u

se
d 

to
 m

iti
ga

te
 e

ne
rg

y
pr

ic
e 

ri
sk

 a
ss

oc
ia

te
d 

w
ith

 e
ne

rg
y-

re
la

te
d 

co
nt

ra
ct

s 
an

d 
in

ve
st

m
en

ts
.

Ga
in

s 
an

d 
lo

ss
es

 w
er

e 
re

co
rd

ed
 in

 p
ri

nc
ip

al
 tr

an
sa

ct
io

ns
 r

ev
en

ue
.

Ga
in

s 
an

d 
lo

ss
es

 o
n 

de
ri

va
tiv

es
 re

la
te

d 
to

 m
ar

ke
t-

m
ak

in
g 

ac
tiv

iti
es

 a
nd

 o
th

er
 d

er
iv

at
iv

es
 

Th
e 

Fi
rm

 m
ak

es
 m

ar
ke

ts
 in

 d
er

iv
at

iv
es

 in
 o

rd
er

 to
 m

ee
t t

he
 

ne
ed

s 
of

 c
us

to
m

er
s 

an
d 

us
es

 d
er

iv
at

iv
es

 to
 m

an
ag

e 
ce

rt
ai

n 
ri

sk
s 

as
so

ci
at

ed
 w

ith
 n

et
 o

pe
n 

ri
sk

 p
os

iti
on

s 
fr

om
 it

s 
m

ar
ke

t-
m

ak
in

g 
ac

tiv
iti

es
, i

nc
lu

di
ng

 th
e 

co
un

te
rp

ar
ty

 c
re

di
t 

ri
sk

 a
ri

si
ng

 fr
om

 d
er

iv
at

iv
e 

re
ce

iv
ab

le
s.

 A
ll 

de
ri

va
tiv

es
 n

ot
 

in
cl

ud
ed

 in
 th

e 
he

dg
e 

ac
co

un
tin

g 
or

 s
pe

ci
fie

d 
ri

sk
 

m
an

ag
em

en
t c

at
eg

or
ie

s 
ab

ov
e 

ar
e 

in
cl

ud
ed

 in
 th

is
 c

at
eg

or
y.

 
Ga

in
s 

an
d 

lo
ss

es
 o

n 
th

es
e 

de
ri

va
tiv

es
 a

re
 p

ri
m

ar
ily

 r
ec

or
de

d 
in

 p
ri

nc
ip

al
 tr

an
sa

ct
io

ns
 r

ev
en

ue
. S

ee
 N

ot
e 

6 
fo

r 
in

fo
rm

at
io

n 
on

 p
ri

nc
ip

al
 tr

an
sa

ct
io

ns
 r

ev
en

ue
. 

Cr
ed

it
 d

er
iv

at
iv

es
 

Cr
ed

it 
de

ri
va

tiv
es

 a
re

 fi
na

nc
ia

l i
ns

tr
um

en
ts

 w
ho

se
 v

al
ue

 is
 

de
ri

ve
d 

fr
om

 th
e 

cr
ed

it 
ri

sk
 a

ss
oc

ia
te

d 
w

ith
 th

e 
de

bt
 o

f a
 

th
ir

d-
pa

rt
y 

is
su

er
 (

th
e 

re
fe

re
nc

e 
en

tit
y)

 a
nd

 w
hi

ch
 a

llo
w

 
on

e 
pa

rt
y 

(t
he

 p
ro

te
ct

io
n 

pu
rc

ha
se

r)
 to

 tr
an

sf
er

 th
at

 r
is

k 
to

 
an

ot
he

r 
pa

rt
y 

(t
he

 p
ro

te
ct

io
n 

se
lle

r)
. C

re
di

t d
er

iv
at

iv
es

 
ex

po
se

 th
e 

pr
ot

ec
tio

n 
pu

rc
ha

se
r 

to
 th

e 
cr

ed
it

w
or

th
in

es
s 

of
 

th
e 

pr
ot

ec
tio

n 
se

lle
r, 

as
 th

e 
pr

ot
ec

tio
n 

se
lle

r 
is

 r
eq

ui
re

d 
to

 
m

ak
e 

pa
ym

en
ts

 u
nd

er
 th

e 
co

nt
ra

ct
 w

he
n 

th
e 

re
fe

re
nc

e 
en

tit
y 

ex
pe

ri
en

ce
s 

a 
cr

ed
it 

ev
en

t,
 s

uc
h 

as
 a

 b
an

kr
up

tc
y,

 a
 

fa
ilu

re
 to

 p
ay

 it
s 

ob
lig

at
io

n 
or

 a
 r

es
tr

uc
tu

ri
ng

. T
he

 s
el

le
r 

of
 

cr
ed

it 
pr

ot
ec

tio
n 

re
ce

iv
es

 a
 p

re
m

iu
m

 fo
r 

pr
ov

id
in

g 
pr

ot
ec

tio
n 

bu
t h

as
 th

e 
ri

sk
 th

at
 th

e 
un

de
rl

yi
ng

 in
st

ru
m

en
t 

re
fe

re
nc

ed
 in

 th
e 

co
nt

ra
ct

 w
ill

 b
e 

su
bj

ec
t t

o 
a 

cr
ed

it 
ev

en
t.

 

Th
e 

Fi
rm

 is
 b

ot
h 

a 
pu

rc
ha

se
r 

an
d 

se
lle

r 
of

 p
ro

te
ct

io
n 

in
 th

e 
cr

ed
it 

de
ri

va
tiv

es
 m

ar
ke

t a
nd

 u
se

s 
th

es
e 

de
ri

va
tiv

es
 fo

r 
tw

o 
pr

im
ar

y 
pu

rp
os

es
. F

ir
st

, i
n 

its
 c

ap
ac

it
y 

as
 a

 m
ar

ke
t-

m
ak

er
, 

th
e 

Fi
rm

 a
ct

iv
el

y 
m

an
ag

es
 a

 p
or

tf
ol

io
 o

f c
re

di
t d

er
iv

at
iv

es
 

by
 p

ur
ch

as
in

g 
an

d 
se

lli
ng

 c
re

di
t p

ro
te

ct
io

n,
 p

re
do

m
in

an
tl

y 
on

 c
or

po
ra

te
 d

eb
t o

bl
ig

at
io

ns
, t

o 
m

ee
t t

he
 n

ee
ds

 o
f 

cu
st

om
er

s.
 S

ec
on

d,
 a

s 
an

 e
nd

-u
se

r, 
th

e 
Fi

rm
 u

se
s 

cr
ed

it 
de

ri
va

tiv
es

 to
 m

an
ag

e 
cr

ed
it 

ri
sk

 a
ss

oc
ia

te
d 

w
ith

 le
nd

in
g 

ex
po

su
re

s 
(l

oa
ns

 a
nd

 u
nf

un
de

d 
co

m
m

itm
en

ts
) 

an
d 

de
ri

va
tiv

es
 c

ou
nt

er
pa

rt
y 

ex
po

su
re

s 
in

 th
e 

Fi
rm

’s
 w

ho
le

sa
le

 
bu

si
ne

ss
es

, a
nd

 to
 m

an
ag

e 
th

e 
cr

ed
it 

ri
sk

 a
ri

si
ng

 fr
om

 
ce

rt
ai

n 
fin

an
ci

al
 in

st
ru

m
en

ts
 in

 th
e 

Fi
rm

’s
 m

ar
ke

t-
m

ak
in

g 
bu

si
ne

ss
es

. F
ol

lo
w

in
g 

is
 a

 s
um

m
ar

y 
of

 v
ar

io
us

 t
yp

es
 o

f 
cr

ed
it 

de
ri

va
tiv

es
. 



N
ot

es
 t

o 
co

ns
ol

id
at

ed
 fi

na
nc

ia
l s

ta
te

m
en

ts

19
0

JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t

Cr
ed

it 
de

fa
ul

t s
w

ap
s 

Cr
ed

it 
de

ri
va

tiv
es

 m
ay

 r
ef

er
en

ce
 th

e 
cr

ed
it 

of
 e

ith
er

 a
 s

in
gl

e 
re

fe
re

nc
e 

en
tit

y 
(“

si
ng

le
-n

am
e”

) 
or

 a
 b

ro
ad

-b
as

ed
 in

de
x.

 
Th

e 
Fi

rm
 p

ur
ch

as
es

 a
nd

 s
el

ls
 p

ro
te

ct
io

n 
on

 b
ot

h 
si

ng
le

- 
na

m
e 

an
d 

in
de

x-
re

fe
re

nc
e 

ob
lig

at
io

ns
. S

in
gl

e-
na

m
e 

CD
S 

an
d 

in
de

x 
CD

S 
co

nt
ra

ct
s 

ar
e 

ei
th

er
 O

TC
 o

r 
O

TC
-c

le
ar

ed
 

de
ri

va
tiv

e 
co

nt
ra

ct
s.

 S
in

gl
e-

na
m

e 
CD

S 
ar

e 
us

ed
 to

 m
an

ag
e 

th
e 

de
fa

ul
t r

is
k 

of
 a

 s
in

gl
e 

re
fe

re
nc

e 
en

tit
y,

 w
hi

le
 in

de
x 

CD
S 

co
nt

ra
ct

s 
ar

e 
us

ed
 to

 m
an

ag
e 

th
e 

cr
ed

it 
ri

sk
 a

ss
oc

ia
te

d 
w

ith
 

th
e 

br
oa

de
r 

cr
ed

it 
m

ar
ke

ts
 o

r 
cr

ed
it 

m
ar

ke
t s

eg
m

en
ts

. L
ik

e 
th

e 
S&

P 
50

0 
an

d 
ot

he
r 

m
ar

ke
t i

nd
ic

es
, a

 C
D

S 
in

de
x 

co
ns

is
ts

 
of

 a
 p

or
tf

ol
io

 o
f C

D
S 

ac
ro

ss
 m

an
y 

re
fe

re
nc

e 
en

tit
ie

s.
 N

ew
 

se
ri

es
 o

f C
D

S 
in

di
ce

s 
ar

e 
pe

ri
od

ic
al

ly
 e

st
ab

lis
he

d 
w

ith
 a

 n
ew

 
un

de
rl

yi
ng

 p
or

tf
ol

io
 o

f r
ef

er
en

ce
 e

nt
iti

es
 to

 r
ef

le
ct

 c
ha

ng
es

 
in

 th
e 

cr
ed

it 
m

ar
ke

ts
. I

f o
ne

 o
f t

he
 r

ef
er

en
ce

 e
nt

iti
es

 in
 th

e 
in

de
x 

ex
pe

ri
en

ce
s 

a 
cr

ed
it 

ev
en

t,
 th

en
 th

e 
re

fe
re

nc
e 

en
tit

y 
th

at
 d

ef
au

lt
ed

 is
 r

em
ov

ed
 fr

om
 th

e 
in

de
x.

 C
D

S 
ca

n 
al

so
 b

e 
re

fe
re

nc
ed

 a
ga

in
st

 s
pe

ci
fic

 p
or

tf
ol

io
s 

of
 r

ef
er

en
ce

 n
am

es
 o

r 
ag

ai
ns

t c
us

to
m

iz
ed

 e
xp

os
ur

e 
le

ve
ls

 b
as

ed
 o

n 
sp

ec
ifi

c 
cl

ie
nt

 
de

m
an

ds
: f

or
 e

xa
m

pl
e,

 to
 p

ro
vi

de
 p

ro
te

ct
io

n 
ag

ai
ns

t t
he

 
fir

st
 $

1 
m

ill
io

n 
of

 r
ea

liz
ed

 c
re

di
t l

os
se

s 
in

 a
 $

10
 m

ill
io

n 
po

rt
fo

lio
 o

f e
xp

os
ur

e.
 S

uc
h 

st
ru

ct
ur

es
 a

re
 c

om
m

on
ly

 k
no

w
n 

as
 tr

an
ch

e 
CD

S.
 

Fo
r 

bo
th

 s
in

gl
e-

na
m

e 
CD

S 
co

nt
ra

ct
s 

an
d 

in
de

x 
CD

S 
co

nt
ra

ct
s,

 u
po

n 
th

e 
oc

cu
rr

en
ce

 o
f a

 c
re

di
t e

ve
nt

, u
nd

er
 th

e 
te

rm
s 

of
 a

 C
D

S 
co

nt
ra

ct
 n

ei
th

er
 p

ar
ty

 to
 th

e 
CD

S 
co

nt
ra

ct
 

ha
s 

re
co

ur
se

 to
 th

e 
re

fe
re

nc
e 

en
tit

y.
 T

he
 p

ro
te

ct
io

n 
pu

rc
ha

se
r 

ha
s 

re
co

ur
se

 to
 th

e 
pr

ot
ec

tio
n 

se
lle

r 
fo

r 
th

e 
di

ff
er

en
ce

 b
et

w
ee

n 
th

e 
fa

ce
 v

al
ue

 o
f t

he
 C

D
S 

co
nt

ra
ct

 a
nd

 
th

e 
fa

ir
 v

al
ue

 o
f t

he
 r

ef
er

en
ce

 o
bl

ig
at

io
n 

at
 s

et
tl

em
en

t o
f 

th
e 

cr
ed

it 
de

ri
va

tiv
e 

co
nt

ra
ct

, a
ls

o 
kn

ow
n 

as
 th

e 
re

co
ve

ry
 

va
lu

e.
 T

he
 p

ro
te

ct
io

n 
pu

rc
ha

se
r 

do
es

 n
ot

 n
ee

d 
to

 h
ol

d 
th

e 
de

bt
 in

st
ru

m
en

t o
f t

he
 u

nd
er

ly
in

g 
re

fe
re

nc
e 

en
tit

y 
in

 o
rd

er
 

to
 r

ec
ei

ve
 a

m
ou

nt
s 

du
e 

un
de

r 
th

e 
CD

S 
co

nt
ra

ct
 w

he
n 

a 
cr

ed
it 

ev
en

t o
cc

ur
s.

 

Cr
ed

it-
re

la
te

d 
no

te
s 

A
 c

re
di

t-
re

la
te

d 
no

te
 is

 a
 fu

nd
ed

 c
re

di
t d

er
iv

at
iv

e 
w

he
re

 th
e 

is
su

er
 o

f t
he

 c
re

di
t-

re
la

te
d 

no
te

 p
ur

ch
as

es
 fr

om
 th

e 
no

te
 

in
ve

st
or

 c
re

di
t p

ro
te

ct
io

n 
on

 a
 r

ef
er

en
ce

 e
nt

it
y 

or
 a

n 
in

de
x.

 
U

nd
er

 th
e 

co
nt

ra
ct

, t
he

 in
ve

st
or

 p
ay

s 
th

e 
is

su
er

 th
e 

pa
r 

va
lu

e 
of

 th
e 

no
te

 a
t t

he
 in

ce
pt

io
n 

of
 th

e 
tr

an
sa

ct
io

n,
 a

nd
 in

 
re

tu
rn

, t
he

 is
su

er
 p

ay
s 

pe
ri

od
ic

 p
ay

m
en

ts
 to

 th
e 

in
ve

st
or

, 
ba

se
d 

on
 th

e 
cr

ed
it 

ri
sk

 o
f t

he
 r

ef
er

en
ce

d 
en

tit
y.

 T
he

 is
su

er
 

al
so

 r
ep

ay
s 

th
e 

in
ve

st
or

 th
e 

pa
r 

va
lu

e 
of

 th
e 

no
te

 a
t 

m
at

ur
it

y 
un

le
ss

 th
e 

re
fe

re
nc

e 
en

tit
y 

(o
r 

on
e 

of
 th

e 
en

tit
ie

s 
th

at
 m

ak
es

 u
p 

a 
re

fe
re

nc
e 

in
de

x)
 e

xp
er

ie
nc

es
 a

 s
pe

ci
fie

d 
cr

ed
it 

ev
en

t.
 If

 a
 c

re
di

t e
ve

nt
 o

cc
ur

s,
 th

e 
is

su
er

 is
 n

ot
 

ob
lig

at
ed

 to
 r

ep
ay

 th
e 

pa
r 

va
lu

e 
of

 th
e 

no
te

, b
ut

 r
at

he
r, 

th
e 

is
su

er
 p

ay
s 

th
e 

in
ve

st
or

 th
e 

di
ff

er
en

ce
 b

et
w

ee
n 

th
e 

pa
r 

va
lu

e 
of

 th
e 

no
te

 a
nd

 th
e 

fa
ir

 v
al

ue
 o

f t
he

 d
ef

au
lt

ed
 

re
fe

re
nc

e 
ob

lig
at

io
n 

at
 th

e 
tim

e 
of

 s
et

tl
em

en
t.

 N
ei

th
er

 p
ar

ty
 

to
 th

e 
cr

ed
it-

re
la

te
d 

no
te

 h
as

 r
ec

ou
rs

e 
to

 th
e 

de
fa

ul
tin

g 
re

fe
re

nc
e 

en
tit

y.

Th
e 

fo
llo

w
in

g 
ta

bl
es

 p
re

se
nt

 a
 s

um
m

ar
y 

of
 th

e 
no

tio
na

l 
am

ou
nt

s 
of

 c
re

di
t d

er
iv

at
iv

es
 a

nd
 c

re
di

t-
re

la
te

d 
no

te
s 

th
e 

Fi
rm

 s
ol

d 
an

d 
pu

rc
ha

se
d 

as
 o

f D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
. U

po
n 

a 
cr

ed
it 

ev
en

t,
 th

e 
Fi

rm
 a

s 
a 

se
lle

r 
of

 p
ro

te
ct

io
n 

w
ou

ld
 t

yp
ic

al
ly

 p
ay

 o
ut

 o
nl

y 
a 

pe
rc

en
ta

ge
 o

f t
he

 fu
ll 

no
tio

na
l a

m
ou

nt
 o

f n
et

 p
ro

te
ct

io
n 

so
ld

, a
s 

th
e 

am
ou

nt
 

ac
tu

al
ly

 r
eq

ui
re

d 
to

 b
e 

pa
id

 o
n 

th
e 

co
nt

ra
ct

s 
ta

ke
s 

in
to

 
ac

co
un

t t
he

 r
ec

ov
er

y 
va

lu
e 

of
 th

e 
re

fe
re

nc
e 

ob
lig

at
io

n 
at

 
th

e 
tim

e 
of

 s
et

tl
em

en
t.

 T
he

 F
ir

m
 m

an
ag

es
 th

e 
cr

ed
it 

ri
sk

 o
n 

co
nt

ra
ct

s 
to

 s
el

l p
ro

te
ct

io
n 

by
 p

ur
ch

as
in

g 
pr

ot
ec

tio
n 

w
ith

 
id

en
tic

al
 o

r 
si

m
ila

r 
un

de
rl

yi
ng

 r
ef

er
en

ce
 e

nt
iti

es
. O

th
er

 
pu

rc
ha

se
d 

pr
ot

ec
tio

n 
re

fe
re

nc
ed

 in
 th

e 
fo

llo
w

in
g 

ta
bl

es
 

in
cl

ud
es

 c
re

di
t d

er
iv

at
iv

es
 b

ou
gh

t o
n 

re
la

te
d,

 b
ut

 n
ot

 
id

en
tic

al
, r

ef
er

en
ce

 p
os

iti
on

s 
(i

nc
lu

di
ng

 in
di

ce
s,

 p
or

tf
ol

io
 

co
ve

ra
ge

 a
nd

 o
th

er
 r

ef
er

en
ce

 p
oi

nt
s)

 a
s 

w
el

l a
s 

pr
ot

ec
tio

n 
pu

rc
ha

se
d 

th
ro

ug
h 

cr
ed

it-
re

la
te

d 
no

te
s.

 



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
19

1

Th
e 

Fi
rm

 d
oe

s 
no

t u
se

 n
ot

io
na

l a
m

ou
nt

s 
of

 c
re

di
t d

er
iv

at
iv

es
 a

s 
th

e 
pr

im
ar

y 
m

ea
su

re
 o

f r
is

k 
m

an
ag

em
en

t f
or

 s
uc

h 
de

ri
va

tiv
es

, 
be

ca
us

e 
th

e 
no

tio
na

l a
m

ou
nt

 d
oe

s 
no

t t
ak

e 
in

to
 a

cc
ou

nt
 th

e 
pr

ob
ab

ili
ty

 o
f t

he
 o

cc
ur

re
nc

e 
of

 a
 c

re
di

t e
ve

nt
, t

he
 r

ec
ov

er
y 

va
lu

e 
of

 th
e 

re
fe

re
nc

e 
ob

lig
at

io
n,

 o
r 

re
la

te
d 

ca
sh

 in
st

ru
m

en
ts

 a
nd

 e
co

no
m

ic
 h

ed
ge

s,
 e

ac
h 

of
 w

hi
ch

 r
ed

uc
es

, i
n 

th
e 

Fi
rm

’s
 v

ie
w

, t
he

 
ri

sk
s 

as
so

ci
at

ed
 w

ith
 s

uc
h 

de
ri

va
tiv

es
. 

To
ta

l c
re

di
t 

de
ri

va
ti

ve
s 

an
d 

cr
ed

it
-r

el
at

ed
 n

ot
es

M
ax

im
um

 p
ay

ou
t/

N
ot

io
na

l a
m

ou
nt

Pr
ot

ec
tio

n
so

ld

Pr
ot

ec
tio

n 
pu

rc
ha

se
d 

w
ith

 id
en

tic
al

 
un

de
rl

yi
ng

s(b
)

N
et

 p
ro

te
ct

io
n 

(s
ol

d)
/

pu
rc

ha
se

d(c
)

O
th

er
 

pr
ot

ec
tio

n 
pu

rc
ha

se
d(d

)
D

ec
em

be
r 

31
, 2

01
7 

(i
n 

m
ill

io
ns

)

Cr
ed

it
 d

er
iv

at
iv

es

Cr
ed

it 
de

fa
ul

t s
w

ap
s

$
(6

90
,2

24
)

$
70

2,
09

8
$

11
,8

74
$

5,
04

5

O
th

er
 c

re
di

t d
er

iv
at

iv
es

(a
)

(5
4,

15
7)

59
,1

58
5,

00
1

11
,7

47

To
ta

l c
re

di
t 

de
ri

va
ti

ve
s

(7
44

,3
81

)
76

1,
25

6
16

,8
75

16
,7

92

Cr
ed

it-
re

la
te

d 
no

te
s

(1
8)

—
(1

8)
7,

91
5

To
ta

l
$

(7
44

,3
99

)
$

76
1,

25
6

$
16

,8
57

$
24

,7
07

M
ax

im
um

 p
ay

ou
t/

N
ot

io
na

l a
m

ou
nt

Pr
ot

ec
tio

n
so

ld

Pr
ot

ec
tio

n 
pu

rc
ha

se
d 

w
ith

 id
en

tic
al

 
un

de
rl

yi
ng

s(b
)

N
et

 p
ro

te
ct

io
n 

(s
ol

d)
/

pu
rc

ha
se

d(c
)

O
th

er
 

pr
ot

ec
tio

n 
pu

rc
ha

se
d(d

)
D

ec
em

be
r 

31
, 2

01
6 

(i
n 

m
ill

io
ns

)

Cr
ed

it
 d

er
iv

at
iv

es

Cr
ed

it 
de

fa
ul

t s
w

ap
s

$
(9

61
,0

03
)

$
97

4,
25

2
$

13
,2

49
$

7,
93

5

O
th

er
 c

re
di

t d
er

iv
at

iv
es

(a
)

(3
6,

82
9)

31
,8

59
(4

,9
70

)
19

,9
91

To
ta

l c
re

di
t 

de
ri

va
ti

ve
s

(9
97

,8
32

)
1,

00
6,

11
1

8,
27

9
27

,9
26

Cr
ed

it-
re

la
te

d 
no

te
s

(4
1)

—
(4

1)
4,

50
5

To
ta

l
$

(9
97

,8
73

)
$

1,
00

6,
11

1
$

8,
23

8
$

32
,4

31

(a
) 

O
th

er
 c

re
di

t d
er

iv
at

iv
es

 la
rg

el
y 

co
ns

is
ts

 o
f c

re
di

t s
w

ap
 o

pt
io

ns
.

(b
) 

Re
pr

es
en

ts
 th

e 
to

ta
l n

ot
io

na
l a

m
ou

nt
 o

f p
ro

te
ct

io
n 

pu
rc

ha
se

d 
w

he
re

 th
e 

un
de

rl
yi

ng
 r

ef
er

en
ce

 in
st

ru
m

en
t i

s 
id

en
tic

al
 to

 th
e 

re
fe

re
nc

e 
in

st
ru

m
en

t o
n 

pr
ot

ec
tio

n 
so

ld
; t

he
 n

ot
io

na
l 

am
ou

nt
 o

f p
ro

te
ct

io
n 

pu
rc

ha
se

d 
fo

r 
ea

ch
 in

di
vi

du
al

 id
en

tic
al

 u
nd

er
ly

in
g 

re
fe

re
nc

e 
in

st
ru

m
en

t m
ay

 b
e 

gr
ea

te
r 

or
 lo

w
er

 th
an

 th
e 

no
tio

na
l a

m
ou

nt
 o

f p
ro

te
ct

io
n 

so
ld

.
(c

) 
D

oe
s 

no
t t

ak
e 

in
to

 a
cc

ou
nt

 th
e 

fa
ir

 v
al

ue
 o

f t
he

 r
ef

er
en

ce
 o

bl
ig

at
io

n 
at

 th
e 

tim
e 

of
 s

et
tl

em
en

t,
 w

hi
ch

 w
ou

ld
 g

en
er

al
ly

 r
ed

uc
e 

th
e 

am
ou

nt
 th

e 
se

lle
r 

of
 p

ro
te

ct
io

n 
pa

ys
 to

 th
e 

bu
ye

r 
of

 p
ro

te
ct

io
n 

in
 d

et
er

m
in

in
g 

se
tt

le
m

en
t v

al
ue

. 
(d

) 
Re

pr
es

en
ts

 p
ro

te
ct

io
n 

pu
rc

ha
se

d 
by

 th
e 

Fi
rm

 o
n 

re
fe

re
nc

ed
 in

st
ru

m
en

ts
 (

si
ng

le
-n

am
e,

 p
or

tf
ol

io
 o

r 
in

de
x)

 w
he

re
 th

e 
Fi

rm
 h

as
 n

ot
 s

ol
d 

an
y 

pr
ot

ec
tio

n 
on

 th
e 

id
en

tic
al

 r
ef

er
en

ce
 

in
st

ru
m

en
t.

Th
e 

fo
llo

w
in

g 
ta

bl
es

 s
um

m
ar

iz
e 

th
e 

no
tio

na
l a

m
ou

nt
s 

by
 th

e 
ra

tin
gs

, m
at

ur
it

y 
pr

of
ile

, a
nd

 to
ta

l f
ai

r 
va

lu
e,

 o
f c

re
di

t d
er

iv
at

iv
es

 
an

d 
cr

ed
it-

re
la

te
d 

no
te

s 
as

 o
f D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

, w
he

re
 J

PM
or

ga
n 

Ch
as

e 
is

 th
e 

se
lle

r 
of

 p
ro

te
ct

io
n.

 T
he

 m
at

ur
it

y 
pr

of
ile

 is
 b

as
ed

 o
n 

th
e 

re
m

ai
ni

ng
 c

on
tr

ac
tu

al
 m

at
ur

it
y 

of
 th

e 
cr

ed
it 

de
ri

va
tiv

e 
co

nt
ra

ct
s.

 T
he

 r
at

in
gs

 p
ro

fil
e 

is
 b

as
ed

 o
n 

th
e 

ra
tin

g 
of

 th
e 

re
fe

re
nc

e 
en

tit
y 

on
 w

hi
ch

 th
e 

cr
ed

it 
de

ri
va

tiv
e 

co
nt

ra
ct

 is
 b

as
ed

. T
he

 r
at

in
gs

 a
nd

 m
at

ur
it

y 
pr

of
ile

 o
f c

re
di

t 
de

ri
va

tiv
es

 a
nd

 c
re

di
t-

re
la

te
d 

no
te

s 
w

he
re

 J
PM

or
ga

n 
Ch

as
e 

is
 th

e 
pu

rc
ha

se
r 

of
 p

ro
te

ct
io

n 
ar

e 
co

m
pa

ra
bl

e 
to

 th
e 

pr
of

ile
 

re
fle

ct
ed

 b
el

ow
. 

Pr
ot

ec
ti

on
 s

ol
d 

– 
cr

ed
it

 d
er

iv
at

iv
es

 a
nd

 c
re

di
t-

re
la

te
d 

no
te

s 
ra

ti
ng

s(a
) /m

at
ur

it
y 

pr
of

ile
D

ec
em

be
r 

31
, 2

01
7

(i
n 

m
ill

io
ns

)
<1

 y
ea

r
1–

5 
ye

ar
s

>5
 y

ea
rs

To
ta

l n
ot

io
na

l
am

ou
nt

Fa
ir

 v
al

ue
 o

f 
re

ce
iv

ab
le

s(b
)

Fa
ir

 v
al

ue
 o

f 
pa

ya
bl

es
(b

)
N

et
 fa

ir
va

lu
e

R
is

k 
ra

ti
ng

 o
f r

ef
er

en
ce

 e
nt

it
y

In
ve

st
m

en
t-

gr
ad

e
$

(1
59

,2
86

)
$

(3
19

,7
26

)
$

(3
9,

42
9)

$
(5

18
,4

41
)

$
8,

51
6

$
(1

,1
34

)
$

7,
38

2

N
on

in
ve

st
m

en
t-

gr
ad

e
(7

3,
39

4)
(1

34
,1

25
)

(1
8,

43
9)

(2
25

,9
58

)
7,

40
7

(5
,3

13
)

2,
09

4

To
ta

l
$

(2
32

,6
80

)
$

(4
53

,8
51

)
$

(5
7,

86
8)

$
(7

44
,3

99
)

$
15

,9
23

$
(6

,4
47

)
$

9,
47

6

D
ec

em
be

r 
31

, 2
01

6
(i

n 
m

ill
io

ns
)

<1
 y

ea
r

1–
5 

ye
ar

s
>5

 y
ea

rs
To

ta
l n

ot
io

na
l

am
ou

nt
Fa

ir
 v

al
ue

 o
f 

re
ce

iv
ab

le
s(b

)
Fa

ir
 v

al
ue

 o
f 

pa
ya

bl
es

(b
)

N
et

 fa
ir

va
lu

e

R
is

k 
ra

ti
ng

 o
f r

ef
er

en
ce

 e
nt

it
y

In
ve

st
m

en
t-

gr
ad

e
$

(2
73

,6
88

)
$

(3
83

,5
86

)
$

(3
9,

28
1)

$
(6

96
,5

55
)

$
7,

84
1

$
(3

,0
55

)
$

4,
78

6

N
on

in
ve

st
m

en
t-

gr
ad

e
(1

07
,9

55
)

(1
70

,0
46

)
(2

3,
31

7)
(3

01
,3

18
)

8,
18

4
(8

,5
70

)
(3

86
)

To
ta

l
$

(3
81

,6
43

)
$

(5
53

,6
32

)
$

(6
2,

59
8)

$
(9

97
,8

73
)

$
16

,0
25

$
(1

1,
62

5)
$

4,
40

0

(a
) 

Th
e 

ra
tin

gs
 s

ca
le

 is
 p

ri
m

ar
ily

 b
as

ed
 o

n 
ex

te
rn

al
 c

re
di

t r
at

in
gs

 d
ef

in
ed

 b
y 

S&
P 

an
d 

M
oo

dy
’s

.
(b

) 
A

m
ou

nt
s 

ar
e 

sh
ow

n 
on

 a
 g

ro
ss

 b
as

is
, b

ef
or

e 
th

e 
be

ne
fit

 o
f l

eg
al

ly
 e

nf
or

ce
ab

le
 m

as
te

r 
ne

tt
in

g 
ag

re
em

en
ts

 a
nd

 c
as

h 
co

lla
te

ra
l r

ec
ei

ve
d 

by
 th

e 
Fi

rm
. 



N
ot

es
 t

o 
co

ns
ol

id
at

ed
 fi

na
nc

ia
l s

ta
te

m
en

ts

19
2

JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t

N
ot

e 
6 

– 
N

on
in

te
re

st
 r

ev
en

ue
 a

nd
 n

on
in

te
re

st
 e

xp
en

se
In

ve
st

m
en

t 
ba

nk
in

g 
fe

es
 

Th
is

 r
ev

en
ue

 c
at

eg
or

y 
in

cl
ud

es
 d

eb
t a

nd
 e

qu
it

y 
un

de
rw

ri
tin

g 
an

d 
ad

vi
so

ry
 fe

es
. A

s 
an

 u
nd

er
w

ri
te

r, 
th

e 
Fi

rm
 

he
lp

s 
cl

ie
nt

s 
ra

is
e 

ca
pi

ta
l v

ia
 p

ub
lic

 o
ff

er
in

g 
an

d 
pr

iv
at

e 
pl

ac
em

en
t o

f v
ar

io
us

 t
yp

es
 o

f d
eb

t i
ns

tr
um

en
ts

 a
nd

 e
qu

it
y 

se
cu

ri
tie

s.
 U

nd
er

w
ri

tin
g 

fe
es

 a
re

 p
ri

m
ar

ily
 b

as
ed

 o
n 

th
e 

is
su

an
ce

 p
ri

ce
 a

nd
 q

ua
nt

it
y 

of
 th

e 
un

de
rl

yi
ng

 in
st

ru
m

en
ts

, 
an

d 
ar

e 
re

co
gn

iz
ed

 a
s 

re
ve

nu
e 

ty
pi

ca
lly

 u
po

n 
ex

ec
ut

io
n 

of
 

th
e 

cl
ie

nt
’s

 tr
an

sa
ct

io
n.

 T
he

 F
ir

m
 a

ls
o 

m
an

ag
es

 a
nd

 
sy

nd
ic

at
es

 lo
an

 a
rr

an
ge

m
en

ts
. C

re
di

t a
rr

an
ge

m
en

t a
nd

 
sy

nd
ic

at
io

n 
fe

es
, i

nc
lu

de
d 

w
ith

in
 d

eb
t u

nd
er

w
ri

tin
g 

fe
es

, 
ar

e 
re

co
rd

ed
 a

s 
re

ve
nu

e 
af

te
r 

sa
tis

fy
in

g 
ce

rt
ai

n 
re

te
nt

io
n,

 
tim

in
g 

an
d 

yi
el

d 
cr

ite
ri

a.
 

Th
e 

Fi
rm

 a
ls

o 
pr

ov
id

es
 a

dv
is

or
y 

se
rv

ic
es

, a
ss

is
tin

g 
its

 c
lie

nt
s 

w
ith

 m
er

ge
rs

 a
nd

 a
cq

ui
si

tio
ns

, d
iv

es
tit

ur
es

, r
es

tr
uc

tu
ri

ng
 

an
d 

ot
he

r 
co

m
pl

ex
 tr

an
sa

ct
io

ns
. A

dv
is

or
y 

fe
es

 a
re

 
re

co
gn

iz
ed

 a
s 

re
ve

nu
e 

ty
pi

ca
lly

 u
po

n 
ex

ec
ut

io
n 

of
 th

e 
cl

ie
nt

’s
 tr

an
sa

ct
io

n.
 

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 

(i
n 

m
ill

io
ns

)
20

17
20

16
20

15

U
nd

er
w

ri
ti

ng

Eq
ui

ty
$

1,
39

4
$

1,
14

6
$

1,
40

8

D
eb

t
3,

71
0

3,
20

7
3,

23
2

To
ta

l u
nd

er
w

ri
ti

ng
5,

10
4

4,
35

3
4,

64
0

Ad
vi

so
ry

2,
14

4
2,

09
5

2,
11

1

To
ta

l i
nv

es
tm

en
t 

ba
nk

in
g 

fe
es

$
7,

24
8

$
6,

44
8

$
6,

75
1

In
ve

st
m

en
t b

an
ki

ng
 fe

es
 a

re
 e

ar
ne

d 
pr

im
ar

ily
 b

y 
CI

B.
 S

ee
 

N
ot

e 
31

 fo
r 

se
gm

en
t r

es
ul

ts
.

Pr
in

ci
pa

l t
ra

ns
ac

ti
on

s 
Pr

in
ci

pa
l t

ra
ns

ac
tio

ns
 r

ev
en

ue
 is

 d
ri

ve
n 

by
 m

an
y 

fa
ct

or
s,

 
in

cl
ud

in
g 

th
e 

bi
d-

of
fe

r 
sp

re
ad

, w
hi

ch
 is

 th
e 

di
ff

er
en

ce
 

be
tw

ee
n 

th
e 

pr
ic

e 
at

 w
hi

ch
 th

e 
Fi

rm
 is

 w
ill

in
g 

to
 b

uy
 a

 
fin

an
ci

al
 o

r 
ot

he
r 

in
st

ru
m

en
t a

nd
 th

e 
pr

ic
e 

at
 w

hi
ch

 th
e 

Fi
rm

 is
 w

ill
in

g 
to

 s
el

l t
ha

t i
ns

tr
um

en
t.

 It
 a

ls
o 

co
ns

is
ts

 o
f t

he
 

re
al

iz
ed

 (
as

 a
 r

es
ul

t o
f t

he
 s

al
e 

of
 in

st
ru

m
en

ts
, c

lo
si

ng
 o

ut
 

or
 te

rm
in

at
io

n 
of

 tr
an

sa
ct

io
ns

, o
r 

in
te

ri
m

 c
as

h 
pa

ym
en

ts
) 

an
d 

un
re

al
iz

ed
 (

as
 a

 r
es

ul
t o

f c
ha

ng
es

 in
 v

al
ua

tio
n)

 g
ai

ns
 

an
d 

lo
ss

es
 o

n 
fin

an
ci

al
 a

nd
 o

th
er

 in
st

ru
m

en
ts

 (
in

cl
ud

in
g 

th
os

e 
ac

co
un

te
d 

fo
r 

un
de

r 
th

e 
fa

ir
 v

al
ue

 o
pt

io
n)

 p
ri

m
ar

ily
 

us
ed

 in
 c

lie
nt

-d
ri

ve
n 

m
ar

ke
t-

m
ak

in
g 

ac
tiv

iti
es

 a
nd

 o
n 

pr
iv

at
e 

eq
ui

ty
 in

ve
st

m
en

ts
. I

n 
co

nn
ec

tio
n 

w
ith

 it
s 

cl
ie

nt
-

dr
iv

en
 m

ar
ke

t-
m

ak
in

g 
ac

tiv
iti

es
, t

he
 F

ir
m

 tr
an

sa
ct

s 
in

 d
eb

t 
an

d 
eq

ui
ty

 in
st

ru
m

en
ts

, d
er

iv
at

iv
es

 a
nd

 c
om

m
od

iti
es

 
(i

nc
lu

di
ng

 p
hy

si
ca

l c
om

m
od

iti
es

 in
ve

nt
or

ie
s 

an
d 

fin
an

ci
al

 
in

st
ru

m
en

ts
 th

at
 r

ef
er

en
ce

 c
om

m
od

iti
es

).
 

Pr
in

ci
pa

l t
ra

ns
ac

tio
ns

 r
ev

en
ue

 a
ls

o 
in

cl
ud

es
 c

er
ta

in
 r

ea
liz

ed
 

an
d 

un
re

al
iz

ed
 g

ai
ns

 a
nd

 lo
ss

es
 r

el
at

ed
 to

 h
ed

ge
 a

cc
ou

nt
in

g 
an

d 
sp

ec
ifi

ed
 r

is
k-

m
an

ag
em

en
t a

ct
iv

iti
es

, i
nc

lu
di

ng
: (

a)
 

ce
rt

ai
n 

de
ri

va
tiv

es
 d

es
ig

na
te

d 
in

 q
ua

lif
yi

ng
 h

ed
ge

 
ac

co
un

tin
g 

re
la

tio
ns

hi
ps

 (
pr

im
ar

ily
 fa

ir
 v

al
ue

 h
ed

ge
s 

of
 

co
m

m
od

it
y 

an
d 

fo
re

ig
n 

ex
ch

an
ge

 r
is

k)
, (

b)
 c

er
ta

in
 

de
ri

va
tiv

es
 u

se
d 

fo
r 

sp
ec

ifi
c 

ri
sk

 m
an

ag
em

en
t p

ur
po

se
s,

 
pr

im
ar

ily
 to

 m
iti

ga
te

 c
re

di
t r

is
k,

 fo
re

ig
n 

ex
ch

an
ge

 r
is

k 
an

d 
co

m
m

od
it

y 
ri

sk
, a

nd
 (

c)
 o

th
er

 d
er

iv
at

iv
es

. F
or

 fu
rt

he
r 

in
fo

rm
at

io
n 

on
 th

e 
in

co
m

e 
st

at
em

en
t c

la
ss

ifi
ca

tio
n 

of
 g

ai
ns

 
an

d 
lo

ss
es

 fr
om

 d
er

iv
at

iv
es

 a
ct

iv
iti

es
, s

ee
 N

ot
e 

5.

In
 th

e 
fin

an
ci

al
 c

om
m

od
it

y 
m

ar
ke

ts
, t

he
 F

ir
m

 tr
an

sa
ct

s 
in

 
O

TC
 d

er
iv

at
iv

es
 (

e.
g.

, s
w

ap
s,

 fo
rw

ar
ds

, o
pt

io
ns

) 
an

d 
ET

D
 

th
at

 r
ef

er
en

ce
 a

 w
id

e 
ra

ng
e 

of
 u

nd
er

ly
in

g 
co

m
m

od
iti

es
. I

n 
th

e 
ph

ys
ic

al
 c

om
m

od
it

y 
m

ar
ke

ts
, t

he
 F

ir
m

 p
ri

m
ar

ily
 

pu
rc

ha
se

s 
an

d 
se

lls
 p

re
ci

ou
s 

an
d 

ba
se

 m
et

al
s 

an
d 

m
ay

 h
ol

d 
ot

he
r 

co
m

m
od

iti
es

 in
ve

nt
or

ie
s 

un
de

r 
fin

an
ci

ng
 a

nd
 o

th
er

 
ar

ra
ng

em
en

ts
 w

ith
 c

lie
nt

s.
 

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 a
ll 

re
al

iz
ed

 a
nd

 u
nr

ea
liz

ed
 

ga
in

s 
an

d 
lo

ss
es

 r
ec

or
de

d 
in

 p
ri

nc
ip

al
 tr

an
sa

ct
io

ns
 r

ev
en

ue
. 

Th
is

 ta
bl

e 
ex

cl
ud

es
 in

te
re

st
 in

co
m

e 
an

d 
in

te
re

st
 e

xp
en

se
 o

n 
tr

ad
in

g 
as

se
ts

 a
nd

 li
ab

ili
tie

s,
 w

hi
ch

 a
re

 a
n 

in
te

gr
al

 p
ar

t o
f 

th
e 

ov
er

al
l p

er
fo

rm
an

ce
 o

f t
he

 F
ir

m
’s

 c
lie

nt
-d

ri
ve

n 
m

ar
ke

t-
m

ak
in

g 
ac

tiv
iti

es
. S

ee
 N

ot
e 

7 
fo

r 
fu

rt
he

r 
in

fo
rm

at
io

n 
on

 
in

te
re

st
 in

co
m

e 
an

d 
in

te
re

st
 e

xp
en

se
. T

ra
di

ng
 r

ev
en

ue
 is

 
pr

es
en

te
d 

pr
im

ar
ily

 b
y 

in
st

ru
m

en
t t

yp
e.

 T
he

 F
ir

m
’s

 c
lie

nt
-

dr
iv

en
 m

ar
ke

t-
m

ak
in

g 
bu

si
ne

ss
es

 g
en

er
al

ly
 u

til
iz

e 
a 

va
ri

et
y 

of
 in

st
ru

m
en

t t
yp

es
 in

 c
on

ne
ct

io
n 

w
ith

 th
ei

r 
m

ar
ke

t-
m

ak
in

g 
an

d 
re

la
te

d 
ri

sk
-m

an
ag

em
en

t a
ct

iv
iti

es
; a

cc
or

di
ng

ly
, t

he
 

tr
ad

in
g 

re
ve

nu
e 

pr
es

en
te

d 
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 d
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 d
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 b
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 c
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 d
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 p
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 b
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, c
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 m
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 c
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 d
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 b
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 p
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 c
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 d
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 c
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 p
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 c
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 s
ta

tu
s 

w
he

n 
re

pa
ym

en
t i

s 
re

as
on

ab
ly

 a
ss

ur
ed

 a
nd

 th
er

e 
ha

s 
be

en
 d
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e 
lo

an
 o

r, 
if 

ap
pl

ic
ab

le
, 

th
e 

te
rm

s 
of

 th
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 c
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 p
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 c
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 c
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at
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 p
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 c
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 c
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r l
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 c
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 b
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 d
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 b
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t c
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 r
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 r
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 c
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 c
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f d
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l r
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t c
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 c
ha

rg
ed

 o
ff

 n
o 

la
te

r 
th

an
 1

80
 d

ay
s 

pa
st

 d
ue

. S
co

re
d 

au
to

, s
tu

de
nt

 a
nd

 
m

od
ifi

ed
 c

re
di

t c
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 b
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 b
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 c
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 r
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ra
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 b
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as
is

. F
or

 w
ho

le
sa

le
 lo

an
s,

 th
e 

va
lu

at
io

n 
is

 
pe

rf
or

m
ed

 o
n 

an
 in

di
vi

du
al

 lo
an

 b
as

is
. 

In
te

re
st

 in
co

m
e 

on
 lo

an
s 

he
ld

-f
or

-s
al

e 
is

 a
cc

ru
ed

 a
nd

 
re

co
gn

iz
ed

 b
as

ed
 o

n 
th

e 
co

nt
ra

ct
ua

l r
at

e 
of

 in
te

re
st

. 

Lo
an

 o
ri

gi
na

tio
n 

fe
es

 o
r 

co
st

s 
an

d 
pu

rc
ha

se
 p

ri
ce

 d
is

co
un

ts
 

or
 p

re
m

iu
m

s 
ar

e 
de

fe
rr

ed
 in

 a
 c

on
tr

a 
lo

an
 a

cc
ou

nt
 u

nt
il 

th
e 

re
la

te
d 

lo
an

 is
 s

ol
d.

 T
he

 d
ef

er
re

d 
fe

es
 o

r 
co

st
s 

an
d 

di
sc

ou
nt

s 
or

 p
re

m
iu

m
s 

ar
e 

an
 a

dj
us

tm
en

t t
o 

th
e 

ba
si

s 
of

 th
e 

lo
an

 a
nd

 th
er

ef
or

e 
ar

e 
in

cl
ud

ed
 in

 th
e 

pe
ri

od
ic

 
de

te
rm

in
at

io
n 

of
 th

e 
lo

w
er

 o
f c

os
t o

r 
fa

ir
 v

al
ue

 a
dj

us
tm

en
ts

 
an

d/
or

 th
e 

ga
in

 o
r 

lo
ss

 r
ec

og
ni

ze
d 

at
 th

e 
tim

e 
of

 s
al

e.
 

H
el

d-
fo

r-
sa

le
 lo

an
s 

ar
e 

su
bj

ec
t t

o 
th

e 
no

na
cc

ru
al

 p
ol

ic
ie

s 
de

sc
ri

be
d 

ab
ov

e.
 

Be
ca

us
e 

he
ld

-f
or

-s
al

e 
lo

an
s 

ar
e 

re
co

gn
iz

ed
 a

t t
he

 lo
w

er
 o

f 
co

st
 o

r 
fa

ir
 v

al
ue

, t
he

 F
ir

m
’s

 a
llo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

 a
nd

 
ch

ar
ge

-o
ff

 p
ol

ic
ie

s 
do

 n
ot

 a
pp

ly
 to

 th
es

e 
lo

an
s.

 

Lo
an

s 
at

 fa
ir

 v
al

ue
 

Lo
an

s 
us

ed
 in

 a
 m

ar
ke

t-
m

ak
in

g 
st

ra
te

gy
 o

r 
ri

sk
 m

an
ag

ed
 o

n 
a 

fa
ir

 v
al

ue
 b

as
is

 a
re

 m
ea

su
re

d 
at

 fa
ir

 v
al

ue
, w

ith
 c

ha
ng

es
 

in
 fa

ir
 v

al
ue

 r
ec

or
de

d 
in

 n
on

in
te

re
st

 r
ev

en
ue

. 

In
te

re
st

 in
co

m
e 

on
 th

es
e 

lo
an

s 
is

 a
cc

ru
ed

 a
nd

 r
ec

og
ni

ze
d 

ba
se

d 
on

 th
e 

co
nt

ra
ct

ua
l r

at
e 

of
 in

te
re

st
. C

ha
ng

es
 in

 fa
ir

 
va

lu
e 

ar
e 

re
co

gn
iz

ed
 in

 n
on

in
te

re
st

 r
ev

en
ue

. L
oa

n 
or

ig
in

at
io

n 
fe

es
 a

re
 r

ec
og

ni
ze

d 
up

fr
on

t i
n 

no
ni

nt
er

es
t 

re
ve

nu
e.

 L
oa

n 
or

ig
in

at
io

n 
co

st
s 

ar
e 

re
co

gn
iz

ed
 in

 th
e 

as
so

ci
at

ed
 e

xp
en

se
 c

at
eg

or
y 

as
 in

cu
rr

ed
. 

Be
ca

us
e 

th
es

e 
lo

an
s 

ar
e 

re
co

gn
iz

ed
 a

t f
ai

r 
va

lu
e,

 th
e 

Fi
rm

’s
 

al
lo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

 a
nd

 c
ha

rg
e-

of
f p

ol
ic

ie
s 

do
 n

ot
 

ap
pl

y 
to

 th
es

e 
lo

an
s.

 

Se
e 

N
ot

e 
3 

fo
r 

fu
rt

he
r 

in
fo

rm
at

io
n 

on
 th

e 
Fi

rm
’s

 e
le

ct
io

ns
 o

f 
fa

ir
 v

al
ue

 a
cc

ou
nt

in
g 

un
de

r 
th

e 
fa

ir
 v

al
ue

 o
pt

io
n.

 S
ee

 N
ot

e 
2 

an
d 

N
ot

e 
3 

fo
r 

fu
rt

he
r 

in
fo

rm
at

io
n 

on
 lo

an
s 

ca
rr

ie
d 

at
 fa

ir
 

va
lu

e 
an

d 
cl

as
si

fie
d 

as
 tr

ad
in

g 
as

se
ts

. 

PC
I l

oa
ns

 
PC

I l
oa

ns
 h

el
d-

fo
r-

in
ve

st
m

en
t a

re
 in

iti
al

ly
 m

ea
su

re
d 

at
 fa

ir
 

va
lu

e.
 P

CI
 lo

an
s 

ha
ve

 e
vi

de
nc

e 
of

 c
re

di
t d

et
er

io
ra

tio
n 

si
nc

e 
th

e 
lo

an
’s

 o
ri

gi
na

tio
n 

da
te

 a
nd

 th
er

ef
or

e 
it 

is
 p

ro
ba

bl
e,

 a
t 

ac
qu

is
iti

on
, t

ha
t a

ll 
co

nt
ra

ct
ua

lly
 r

eq
ui

re
d 

pa
ym

en
ts

 w
ill

 n
ot

 
be

 c
ol

le
ct

ed
. B

ec
au

se
 P

CI
 lo

an
s 

ar
e 

in
iti

al
ly

 m
ea

su
re

d 
at

 fa
ir

 
va

lu
e,

 w
hi

ch
 in

cl
ud

es
 a

n 
es

tim
at

e 
of

 fu
tu

re
 c

re
di

t l
os

se
s,

 n
o 

al
lo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

 r
el

at
ed

 to
 P

CI
 lo

an
s 

is
 r

ec
or

de
d 

at
 

th
e 

ac
qu

is
iti

on
 d

at
e.

 S
ee

 p
ag

e 
22

3 
of

 th
is

 N
ot

e 
fo

r 
in

fo
rm

at
io

n 
on

 a
cc

ou
nt

in
g 

fo
r 

PC
I l

oa
ns

 s
ub

se
qu

en
t t

o 
th

ei
r 

ac
qu

is
iti

on
. 
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&
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A
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t
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Lo
an

 c
la

ss
if

ic
at

io
n 

ch
an

ge
s 

Lo
an

s 
in

 th
e 

he
ld

-f
or

-in
ve

st
m

en
t p

or
tf

ol
io

 th
at

 m
an

ag
em

en
t 

de
ci

de
s 

to
 s

el
l a

re
 tr

an
sf

er
re

d 
to

 th
e 

he
ld

-f
or

-s
al

e 
po

rt
fo

lio
 

at
 th

e 
lo

w
er

 o
f c

os
t o

r 
fa

ir
 v

al
ue

 o
n 

th
e 

da
te

 o
f t

ra
ns

fe
r. 

Cr
ed

it-
re

la
te

d 
lo

ss
es

 a
re

 c
ha

rg
ed

 a
ga

in
st

 th
e 

al
lo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

; n
on

-c
re

di
t r

el
at

ed
 lo

ss
es

 s
uc

h 
as

 th
os

e 
du

e 
to

 
ch

an
ge

s 
in

 in
te

re
st

 r
at

es
 o

r 
fo

re
ig

n 
cu

rr
en

cy
 e

xc
ha

ng
e 

ra
te

s 
ar

e 
re

co
gn

iz
ed

 in
 n

on
in

te
re

st
 r

ev
en

ue
. 

In
 th

e 
ev

en
t t

ha
t m

an
ag

em
en

t d
ec

id
es

 to
 r

et
ai

n 
a 

lo
an

 in
 

th
e 

he
ld

-f
or

-s
al

e 
po

rt
fo

lio
, t

he
 lo

an
 is

 tr
an

sf
er

re
d 

to
 th

e 
he

ld
-f

or
-in

ve
st

m
en

t p
or

tf
ol

io
 a

t t
he

 lo
w

er
 o

f c
os

t o
r 

fa
ir

 
va

lu
e 

on
 th

e 
da

te
 o

f t
ra

ns
fe

r. 
Th

es
e 

lo
an

s 
ar

e 
su

bs
eq

ue
nt

ly
 

as
se

ss
ed

 fo
r 

im
pa

ir
m

en
t b

as
ed

 o
n 

th
e 

Fi
rm

’s
 a

llo
w

an
ce

 
m

et
ho

do
lo

gy
. F

or
 a

 fu
rt

he
r 

di
sc

us
si

on
 o

f t
he

 m
et

ho
do

lo
gi

es
 

us
ed

 in
 e

st
ab

lis
hi

ng
 th

e 
Fi

rm
’s

 a
llo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

, 
se

e 
N
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e 
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.

Lo
an

 m
od

if
ic

at
io

ns
 

Th
e 

Fi
rm

 s
ee

ks
 to

 m
od

if
y 

ce
rt

ai
n 

lo
an

s 
in

 c
on

ju
nc

tio
n 

w
ith

 
its

 lo
ss

-m
iti

ga
tio

n 
ac

tiv
iti

es
. T

hr
ou

gh
 th

e 
m

od
ifi

ca
tio

n,
 

JP
M

or
ga

n 
Ch

as
e 

gr
an

ts
 o

ne
 o

r 
m

or
e 

co
nc

es
si

on
s 

to
 a

 
bo

rr
ow

er
 w

ho
 is

 e
xp

er
ie

nc
in

g 
fin

an
ci

al
 d

iff
ic

ul
ty

 in
 o

rd
er

 to
 

m
in

im
iz

e 
th

e 
Fi

rm
’s

 e
co

no
m

ic
 lo

ss
 a

nd
 a

vo
id

 fo
re

cl
os

ur
e 

or
 

re
po

ss
es

si
on

 o
f t

he
 c

ol
la

te
ra

l, 
an

d 
to

 u
lt

im
at

el
y 

m
ax

im
iz

e 
pa

ym
en

ts
 r

ec
ei

ve
d 

by
 th

e 
Fi

rm
 fr

om
 th

e 
bo

rr
ow

er
. T

he
 

co
nc

es
si

on
s 

gr
an

te
d 

va
ry

 b
y 

pr
og

ra
m

 a
nd

 b
y 

bo
rr

ow
er

-
sp

ec
ifi

c 
ch

ar
ac

te
ri

st
ic

s,
 a

nd
 m

ay
 in

cl
ud

e 
in

te
re

st
 r

at
e 

re
du

ct
io

ns
, t

er
m

 e
xt

en
si

on
s,

 p
ay

m
en

t d
ef

er
ra

ls
, p

ri
nc

ip
al

 
fo

rg
iv

en
es

s,
 o

r 
th

e 
ac

ce
pt

an
ce

 o
f e

qu
it

y 
or

 o
th

er
 a

ss
et

s 
in

 
lie

u 
of

 p
ay

m
en

ts
. 

Su
ch

 m
od

ifi
ca

tio
ns

 a
re

 a
cc

ou
nt

ed
 fo

r 
an

d 
re

po
rt

ed
 a

s 
TD

Rs
. 

A
 lo

an
 th

at
 h

as
 b

ee
n 

m
od

ifi
ed

 in
 a

 T
D

R 
is

 g
en

er
al

ly
 

co
ns

id
er

ed
 to

 b
e 

im
pa

ir
ed

 u
nt

il 
it 

m
at

ur
es

, i
s 

re
pa

id
, o

r 
is

 
ot

he
rw

is
e 

liq
ui

da
te

d,
 r

eg
ar

dl
es

s 
of

 w
he

th
er

 th
e 

bo
rr

ow
er

 
pe

rf
or

m
s 

un
de

r 
th

e 
m

od
ifi

ed
 te

rm
s.

 In
 c

er
ta

in
 li

m
ite

d 
ca

se
s,

 th
e 

ef
fe

ct
iv

e 
in

te
re

st
 r

at
e 

ap
pl

ic
ab

le
 to

 th
e 

m
od

ifi
ed

 
lo

an
 is

 a
t o

r 
ab

ov
e 

th
e 

cu
rr

en
t m

ar
ke

t r
at

e 
at

 th
e 

tim
e 

of
 

th
e 

re
st

ru
ct

ur
in

g.
 In

 s
uc

h 
ci

rc
um

st
an

ce
s,

 a
nd

 a
ss

um
in

g 
th

at
 

th
e 

lo
an

 s
ub

se
qu

en
tl

y 
pe

rf
or

m
s 

un
de

r 
its

 m
od

ifi
ed

 te
rm

s 
an

d 
th

e 
Fi

rm
 e

xp
ec

ts
 to

 c
ol

le
ct

 a
ll 

co
nt

ra
ct

ua
l p

ri
nc

ip
al

 a
nd

 
in

te
re

st
 c

as
h 

flo
w

s,
 th

e 
lo

an
 is

 d
is

cl
os

ed
 a

s 
im

pa
ir

ed
 a

nd
 a

s 
a 

TD
R 

on
ly

 d
ur

in
g 

th
e 

ye
ar

 o
f t

he
 m

od
ifi

ca
tio

n;
 in

 
su

bs
eq

ue
nt

 y
ea

rs
, t

he
 lo

an
 is

 n
ot

 d
is

cl
os

ed
 a

s 
an

 im
pa

ir
ed

 
lo

an
 o

r 
as

 a
 T

D
R 

so
 lo

ng
 a

s 
re

pa
ym

en
t o

f t
he

 r
es

tr
uc

tu
re

d 
lo

an
 u

nd
er

 it
s 

m
od

ifi
ed

 te
rm

s 
is

 r
ea

so
na

bl
y 

as
su

re
d.

Lo
an

s,
 e

xc
ep

t f
or

 c
re

di
t c

ar
d 

lo
an

s,
 m

od
ifi

ed
 in

 a
 T

D
R 

ar
e 

ge
ne

ra
lly

 p
la

ce
d 

on
 n

on
ac

cr
ua

l s
ta

tu
s,

 a
lt

ho
ug

h 
in

 m
an

y 
ca

se
s 

su
ch

 lo
an

s 
w

er
e 

al
re

ad
y 

on
 n

on
ac

cr
ua

l s
ta

tu
s 

pr
io

r 
to

 
m

od
ifi

ca
tio

n.
 T

he
se

 lo
an

s 
m

ay
 b

e 
re

tu
rn

ed
 to

 p
er

fo
rm

in
g 

st
at

us
 (

th
e 

ac
cr

ua
l o

f i
nt

er
es

t i
s 

re
su

m
ed

) 
if 

th
e 

fo
llo

w
in

g 
cr

ite
ri

a 
ar

e 
m

et
: (

i)
 th

e 
bo

rr
ow

er
 h

as
 p

er
fo

rm
ed

 u
nd

er
 th

e 
m

od
ifi

ed
 te

rm
s 

fo
r 

a 
m

in
im

um
 o

f s
ix

 m
on

th
s 

an
d/

or
 s

ix
 

pa
ym

en
ts

, a
nd

 (
ii)

 th
e 

Fi
rm

 h
as

 a
n 

ex
pe

ct
at

io
n 

th
at

 
re

pa
ym

en
t o

f t
he

 m
od

ifi
ed

 lo
an

 is
 r

ea
so

na
bl

y 
as

su
re

d 
ba

se
d 

on
, f

or
 e

xa
m

pl
e,

 th
e 

bo
rr

ow
er

’s
 d

eb
t c

ap
ac

it
y 

an
d 

le
ve

l o
f 

fu
tu

re
 e

ar
ni

ng
s,

 c
ol

la
te

ra
l v

al
ue

s,
 L

TV
 r

at
io

s,
 a

nd
 o

th
er

 
cu

rr
en

t m
ar

ke
t c

on
si

de
ra

tio
ns

. I
n 

ce
rt

ai
n 

lim
ite

d 
an

d 
w

el
l-

de
fin

ed
 c

ir
cu

m
st

an
ce

s 
in

 w
hi

ch
 th

e 
lo

an
 is

 c
ur

re
nt

 a
t t

he
 

m
od

ifi
ca

tio
n 

da
te

, s
uc

h 
lo

an
s 

ar
e 

no
t p

la
ce

d 
on

 n
on

ac
cr

ua
l 

st
at

us
 a

t t
he

 ti
m

e 
of

 m
od

ifi
ca

tio
n.

 

Be
ca

us
e 

lo
an

s 
m

od
ifi

ed
 in

 T
D

Rs
 a

re
 c

on
si

de
re

d 
to

 b
e 

im
pa

ir
ed

, t
he

se
 lo

an
s 

ar
e 

m
ea

su
re

d 
fo

r 
im

pa
ir

m
en

t u
si

ng
 

th
e 

Fi
rm

’s
 e

st
ab

lis
he

d 
as

se
t-

sp
ec

ifi
c 

al
lo

w
an

ce
 

m
et

ho
do

lo
gy

, w
hi

ch
 c

on
si

de
rs

 th
e 

ex
pe

ct
ed

 r
e-

de
fa

ul
t r

at
es

 
fo

r 
th

e 
m

od
ifi

ed
 lo

an
s.

 A
 lo

an
 m

od
ifi

ed
 in

 a
 T

D
R 

ge
ne

ra
lly

 
re

m
ai

ns
 s

ub
je

ct
 to

 th
e 

as
se

t-
sp

ec
ifi

c 
al

lo
w

an
ce

 
m

et
ho

do
lo

gy
 th

ro
ug

ho
ut

 it
s 

re
m

ai
ni

ng
 li

fe
, r

eg
ar

dl
es

s 
of

 
w

he
th

er
 th

e 
lo

an
 is

 p
er

fo
rm

in
g 

an
d 

ha
s 

be
en

 r
et

ur
ne

d 
to

 
ac

cr
ua

l s
ta

tu
s 

an
d/

or
 th

e 
lo

an
 h

as
 b

ee
n 

re
m

ov
ed

 fr
om

 th
e 

im
pa

ir
ed

 lo
an

s 
di

sc
lo

su
re

s 
(i

.e
., 

lo
an

s 
re

st
ru

ct
ur

ed
 a

t 
m

ar
ke

t r
at

es
).

 F
or

 fu
rt

he
r 

di
sc

us
si

on
 o

f t
he

 m
et

ho
do

lo
gy

 
us

ed
 to

 e
st

im
at

e 
th

e 
Fi

rm
’s

 a
ss

et
-s

pe
ci

fic
 a

llo
w

an
ce

, s
ee
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Fo
re

cl
os

ed
 p

ro
pe

rt
y 

Th
e 

Fi
rm

 a
cq

ui
re

s 
pr

op
er

ty
 fr

om
 b

or
ro

w
er

s 
th

ro
ug

h 
lo

an
 

re
st

ru
ct

ur
in

gs
, w

or
ko

ut
s,

 a
nd

 fo
re

cl
os

ur
es

. P
ro

pe
rt

y 
ac

qu
ir

ed
 m

ay
 in

cl
ud

e 
re

al
 p

ro
pe

rt
y 

(e
.g

., 
re

si
de

nt
ia

l r
ea

l 
es

ta
te

, l
an

d,
 a

nd
 b

ui
ld

in
gs

) 
an

d 
co

m
m

er
ci

al
 a

nd
 p

er
so

na
l 

pr
op

er
ty

 (
e.

g.
, a

ut
om

ob
ile

s,
 a

ir
cr

af
t,

 r
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ag

e 
lo

an
s 

in
su

re
d 

by
 U

.S
. g

ov
er

nm
en

t a
ge

nc
ie

s 
as

 fo
llo

w
s:

 c
ur

re
nt

 in
cl

ud
ed

 $
2.

4 
bi

lli
on

 a
nd

 $
2.

5 
bi

lli
on

; 3
0–

14
9 

da
ys

 p
as

t 
du

e 
in

cl
ud

ed
 $

3.
2 
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lli

on
 a

nd
 $

3.
1 

bi
lli

on
; a

nd
 1

50
 o

r 
m

or
e 

da
ys

 p
as

t d
ue

 in
cl

ud
ed

 $
2.

9 
bi

lli
on

 a
nd

 $
3.

8 
bi

lli
on

 a
t D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

, r
es

pe
ct

iv
el

y.
(b

) 
At

 D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
, r

es
id

en
tia

l m
or

tg
ag

e 
lo

an
s 

ex
cl

ud
ed

 m
or

tg
ag

e 
lo

an
s 

in
su

re
d 

by
 U

.S
. g

ov
er

nm
en

t a
ge

nc
ie

s 
of

 $
6.

1 
bi

lli
on

 a
nd

 $
6.

9 
bi

lli
on

, r
es

pe
ct

iv
el

y,
 th

at
 

ar
e 

30
 o

r 
m

or
e 

da
ys

 p
as

t d
ue

. T
he

se
 a

m
ou

nt
s 

ha
ve

 b
ee

n 
ex

cl
ud

ed
 b

as
ed

 u
po

n 
th

e 
go

ve
rn

m
en

t g
ua

ra
nt

ee
.

(c
) 

Th
es

e 
ba

la
nc

es
, w

hi
ch

 a
re

 9
0 

da
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 o
r 

m
or

e 
pa

st
 d

ue
, w

er
e 

ex
cl

ud
ed

 fr
om

 n
on

ac
cr

ua
l l

oa
ns

 a
s 

th
e 

lo
an

s 
ar

e 
gu

ar
an

te
ed

 b
y 

U
.S

 g
ov

er
nm

en
t a

ge
nc

ie
s.

 T
yp

ic
al

ly
 th

e 
pr

in
ci

pa
l 

ba
la

nc
e 
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 th

e 
lo

an
s 
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 in
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d 
an

d 
in

te
re

st
 is

 g
ua

ra
nt

ee
d 

at
 a

 s
pe

ci
fie

d 
re

im
bu

rs
em

en
t r

at
e 

su
bj

ec
t t

o 
m

ee
tin

g 
ag

re
ed

-u
po

n 
se

rv
ic

in
g 
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id

el
in
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t D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
, t

he
se

 b
al

an
ce

s 
in

cl
ud

ed
 $

1.
5 
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lli

on
 a

nd
 $

2.
2 

bi
lli

on
, r

es
pe

ct
iv

el
y,

 o
f l

oa
ns

 th
at

 a
re

 n
o 

lo
ng

er
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cc
ru

in
g 

in
te

re
st

 b
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ed
 o

n 
th

e 
ag

re
ed

-u
po

n 
se

rv
ic

in
g 

gu
id

el
in
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. F

or
 th

e 
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m
ai

ni
ng

 b
al

an
ce
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nt

er
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t i
s 

be
in

g 
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cr
ue

d 
at

 th
e 

gu
ar

an
te

ed
 r
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m

bu
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em
en

t r
at

e.
 T

he
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 w
er

e 
no

 lo
an

s 
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at
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er
e 

no
t g
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nt
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d 
by

 U
.S

. g
ov

er
nm

en
t a

ge
nc

ie
s 

th
at

 a
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 9
0 

or
 

m
or

e 
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 p
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t d

ue
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nd
 s
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l a
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ru
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g 
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te
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st
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t D

ec
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be
r 

31
, 2

01
7 

an
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20
16
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pr
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en
ts

 th
e 
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gr

eg
at

e 
un

pa
id

 p
ri

nc
ip

al
 b

al
an

ce
 o

f l
oa

ns
 d

iv
id

ed
 b

y 
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e 
es

tim
at

ed
 c

ur
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nt
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ro
pe

rt
y 

va
lu
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ur
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nt
 p

ro
pe

rt
y 

va
lu
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 a
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 e
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im

at
ed

, a
t a

 m
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im
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, q
ua

rt
er

ly
, 

ba
se

d 
on

 h
om

e 
va

lu
at

io
n 

m
od

el
s 

us
in

g 
na

tio
na

lly
 r

ec
og

ni
ze

d 
ho

m
e 

pr
ic

e 
in

de
x 

va
lu

at
io

n 
es

tim
at

es
 in

co
rp

or
at

in
g 
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tu

al
 d

at
a 

to
 th

e 
ex

te
nt

 a
va

ila
bl

e 
an

d 
fo

re
ca

st
ed

 d
at

a 
w

he
re

 
ac

tu
al

 d
at

a 
is

 n
ot

 a
va

ila
bl

e.
 T

he
se

 p
ro

pe
rt

y 
va

lu
es

 d
o 

no
t r

ep
re

se
nt

 a
ct

ua
l a

pp
ra

is
ed

 lo
an

 le
ve

l c
ol

la
te

ra
l v

al
ue

s;
 a

s 
su

ch
, t

he
 r

es
ul

tin
g 

ra
tio

s 
ar

e 
ne

ce
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ar
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 im
pr

ec
is

e 
an

d 
sh

ou
ld

 b
e 

vi
ew

ed
 a

s 
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tim
at

es
. C

ur
re

nt
 e

st
im

at
ed

 c
om

bi
ne

d 
LT

V
 fo

r 
ju

ni
or

 li
en

 h
om

e 
eq

ui
ty

 lo
an

s 
co

ns
id

er
s 

al
l a

va
ila

bl
e 

lie
n 
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si

tio
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, a
s 

w
el

l a
s 

un
us

ed
 li

ne
s,

 r
el

at
ed
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 th

e 
pr

op
er

ty
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(e
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Re
fr
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d 
FI

CO
 s
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re

s 
re

pr
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en
t e
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h 

bo
rr

ow
er
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 m

os
t r
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en

t c
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di
t s

co
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, w
hi
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 o
bt

ai
ne

d 
by

 th
e 

Fi
rm

 o
n 

at
 le
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t a

 q
ua

rt
er

ly
 b
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. 
(f
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 D
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r 
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an

d 
20

16
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de
d 

m
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tg
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e 
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s 
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d 
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.S
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t a
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ie
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5 
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lli
on
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4 
bi

lli
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, r
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y.
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n 
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an

 p
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tf
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s 
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 b
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fie
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 p

ri
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 p
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d 
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s 

ha
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ee

n 
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 c
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fo
rm

 w
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e 
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en
t p

er
io

d 
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en
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n.
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 d
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ju
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lin

es
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 D
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 d
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 d
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 m
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xc

ep
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at
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W
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lv
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)
$
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3
$
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,3
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%

Be
yo

nd
 th

e 
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vo
lv
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g 
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ri

od
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,5
32
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3.
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H
EL

O
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N
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1
1,
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1

3.
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2.
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To
ta

l
$
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$
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,4
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%
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) 

Th
es

e 
H

EL
O
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 a

re
 p

re
do

m
in

an
tl

y 
re

vo
lv

in
g 

lo
an

s 
fo

r 
a 

10
-y

ea
r 

pe
ri

od
, a

ft
er

 w
hi

ch
 ti

m
e 

th
e 

H
EL

O
C 

co
nv

er
ts

 to
 a

 lo
an

 w
ith

 a
 2

0-
ye

ar
 a

m
or

tiz
at

io
n 

pe
ri

od
, b

ut
 a

ls
o 

in
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ud
e 

H
EL

O
Cs

 th
at

 
al

lo
w
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te

re
st
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nl

y 
pa

ym
en
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 b

ey
on

d 
th

e 
re

vo
lv

in
g 

pe
ri

od
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(b
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Th
e 

Fi
rm

 m
an

ag
es

 th
e 

ri
sk

 o
f H

EL
O

Cs
 d

ur
in

g 
th

ei
r 

re
vo

lv
in

g 
pe

ri
od

 b
y 

cl
os

in
g 
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 r

ed
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in
g 

th
e 

un
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n 
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ex

te
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 p
er
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ed
 b
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w
 w
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n 
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er

s 
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e 
ex

pe
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en
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l 

di
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ic
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H
EL

O
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 b
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e 
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g 
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 a
nd

 H
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O
A

N
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ig

he
r 
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en
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 r
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 th
an

 H
EL

O
Cs

 w
ith
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 th
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g 
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 p
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 b
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g 

pa
ym
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lly
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d 
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r 
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ig

he
r 
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m
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 p
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m
en
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H
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O
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 w
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e 
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he
r 
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lin
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at
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O
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O
A

N
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e 
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at
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l r
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st

at
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an
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xc
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he
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 lo
an
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 b
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pa
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th
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 m
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s 
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e 
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l r
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3
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88
2
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5
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1

To
ta

l i
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$
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0

$
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2

$
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$
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$
7,
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$
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A
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w
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 r
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s

$
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$
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$
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$
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U
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d 

pr
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l b
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m
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s(d
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1
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5
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1
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7

11
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Im
pa

ir
ed

 lo
an

s 
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tu
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)

1,
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3
1,
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5

1,
03

2
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6

2,
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5
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1
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Re
pr

es
en

ts
 c
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te
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l-d
ep

en
de

nt
 r

es
id

en
tia

l r
ea

l e
st

at
e 

lo
an

s 
th

at
 a

re
 c
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ed
 o

ff
 to

 th
e 

fa
ir

 v
al

ue
 o

f t
he

 u
nd

er
ly
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g 
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te
ra

l l
es

s 
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s 

to
 s

el
l. 

Th
e 

Fi
rm

 r
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or
ts

, i
n 
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an
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ui
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e,

 r
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id
en
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l r
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l e
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e 
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an
s 
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at
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en
 d
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ch
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d 
un
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r 

Ch
ap

te
r 

7 
ba

nk
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ot

 r
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m
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 b
y 
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e 

bo
rr
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er
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) 
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 c

ol
la

te
ra

l-
de

pe
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en
t n
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cr
ua

l T
D

Rs
, r

eg
ar

dl
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s 
of

 th
ei

r 
de

lin
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en
cy

 s
ta

tu
s.

 A
t D

ec
em

be
r 

31
, 2

01
7,

 C
ha

pt
er

 7
 r

es
id

en
tia

l r
ea

l e
st

at
e 

lo
an

s 
in

cl
ud

ed
 a

pp
ro

xi
m

at
el

y 
12

%
 o

f h
om

e 
eq

ui
ty

 a
nd

 
15

%
 o

f r
es

id
en

tia
l m

or
tg

ag
es

 th
at

 w
er

e 
30

 d
ay

s 
or

 m
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e 
pa

st
 d

ue
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em

be
r 
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01
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an
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20
16

, $
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on
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nd
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, r
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iv
el
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f l
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ns
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ed
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se
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t t
o 
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ha

se
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 G

in
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e 
M

ae
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or
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e 

w
ith
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e 

st
an

da
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s 
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e 
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op
ri

at
e 

go
ve
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m

en
t a

ge
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y 
(i

.e
., 

FH
A

, V
A

, R
H

S)
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 n

ot
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ud
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e 
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e 
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ov
e.

 W
he

n 
su
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s 
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m
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m

od
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tio
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cc
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e 

w
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in
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e 

M
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id
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in
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, t
he
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e 
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ne
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lly
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d 
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in

ni
e 

M
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 p
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s 
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e.
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) 
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ed
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in

an
tl

y 
al

l r
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id
en

tia
l r
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l e

st
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e 
im

pa
ir

ed
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s,

 e
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lu
di
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 P
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U
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.
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f p
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us
 fa

ct
or

s 
in

cl
ud

in
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at
 w

er
e 

no
t i

nc
lu

de
d 

in
 

RE
O

, b
ut

 w
er

e 
in

 th
e 

pr
oc

es
s 

of
 a

ct
iv

e 
or

 s
us

pe
nd

ed
 

fo
re

cl
os

ur
e.
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O
th

er
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su

m
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 lo
an

s
Th

e 
ta

bl
e 
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lo

w
 p

ro
vi

de
s 

in
fo

rm
at

io
n 

fo
r 

ot
he

r 
co

ns
um

er
 r

et
ai

ne
d 

lo
an

 c
la

ss
es

, i
nc

lu
di

ng
 a

ut
o 

an
d 

bu
si

ne
ss

 b
an

ki
ng

 lo
an

s.
 

Th
is

 ta
bl

e 
ex

cl
ud

es
 s

tu
de

nt
 lo

an
s 

th
at

 w
er

e 
so

ld
 in

 2
01

7.
 

D
ec

em
be

r 
31

,
(i

n 
m

ill
io

ns
, e

xc
ep

t r
at

io
s)

Au
to

Co
ns

um
er

 &
 B

us
in

es
s 

Ba
nk

in
g(c

)

20
17

20
16

20
17

20
16

Lo
an

 d
el

in
qu

en
cy

Cu
rr

en
t

$
65

,6
51

$
65

,0
29

$
25

,4
54

$
23

,9
20

30
–1

19
 d

ay
s 

pa
st

 d
ue

58
4

77
3

21
3

24
7

12
0 

or
 m

or
e 

da
ys

 p
as

t d
ue

7
12

12
2

14
0

To
ta

l r
et

ai
ne

d 
lo

an
s

$
66

,2
42

$
65

,8
14

$
25

,7
89

$
24

,3
07

%
 o

f 3
0+

 d
ay

s 
pa

st
 d

ue
 to

 to
ta

l r
et

ai
ne

d 
lo

an
s

0.
89

%
1.

19
%

1.
30

%
1.

59
%

N
on

ac
cr

ua
l l

oa
ns

(a
)

14
1

21
4

28
3

28
7

G
eo

gr
ap

hi
c 

re
gi

on

Ca
lif

or
ni

a
$

8,
44

5
$

7,
97

5
$

5,
03

2
$

4,
42

6

Te
xa

s
7,

01
3

7,
04

1
2,

91
6

2,
95

4

N
ew

 Y
or

k
4,

02
3

4,
07

8
4,

19
5

3,
97

9

Ill
in

oi
s

3,
91

6
3,

98
4

2,
01

7
1,

75
8

Fl
or

id
a

3,
35

0
3,

37
4

1,
42

4
1,

19
5

A
ri

zo
na

2,
22

1
2,

20
9

1,
38

3
1,

30
7

O
hi

o
2,

10
5

2,
19

4
1,

38
0

1,
40

2

M
ic

hi
ga

n
1,

41
8

1,
56

7
1,

35
7

1,
34

3

N
ew

 J
er

se
y

2,
04

4
2,

03
1

72
1

62
3

Lo
ui

si
an

a
1,

65
6

1,
81

4
84

9
97

9

A
ll 

ot
he

r
30

,0
51

29
,5

47
4,

51
5

4,
34

1

To
ta

l r
et

ai
ne

d 
lo

an
s

$
66

,2
42

$
65

,8
14

$
25

,7
89

$
24

,3
07

Lo
an

s 
by

 r
is

k 
ra

ti
ng

s(b
)

N
on

cr
iti

ci
ze

d
$

15
,6

04
$

13
,8

99
$

17
,9

38
$

16
,8

58

Cr
iti

ci
ze

d 
pe

rf
or

m
in

g
93

20
1

79
1

81
6

Cr
iti

ci
ze

d 
no

na
cc

ru
al

9
94

21
3

21
7

(a
) 

Th
er

e 
w

er
e 

no
 lo

an
s 

th
at

 w
er

e 
90

 o
r 

m
or

e 
da

ys
 p

as
t d

ue
 a

nd
 s

til
l a

cc
ru

in
g 

in
te

re
st

 a
t D

ec
em

be
r 

31
, 2

01
7,

 a
nd

 D
ec

em
be

r 
31

, 2
01

6.
(b

) 
Fo

r 
ri

sk
-r

at
ed

 b
us

in
es

s 
ba

nk
in

g 
an

d 
au

to
 lo

an
s,

 th
e 

pr
im

ar
y 

cr
ed

it 
qu

al
it

y 
in

di
ca

to
r 

is
 th

e 
ri

sk
 r

at
in

g 
of

 th
e 

lo
an

, i
nc

lu
di

ng
 w

he
th

er
 th

e 
lo

an
s 

ar
e 

co
ns

id
er

ed
 to

 b
e 

cr
iti

ci
ze

d 
an

d/
or

 
no

na
cc

ru
al

.
(c

) 
Ce

rt
ai

n 
lo

an
 p

or
tf

ol
io

s 
ha

ve
 b

ee
n 

re
cl

as
si

fie
d.

 T
he

 p
ri

or
 p

er
io

d 
am

ou
nt

s 
ha

ve
 b

ee
n 

re
vi

se
d 

to
 c

on
fo

rm
 w

ith
 th

e 
cu

rr
en

t p
er

io
d 

pr
es

en
ta

tio
n.
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M

or
ga

n 
Ch

as
e 

&
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A
nn

ua
l R

ep
or

t

O
th

er
 c

on
su

m
er

 im
pa

ir
ed

 lo
an

s 
an

d 
lo

an
 m

od
if

ic
at

io
ns

 
Th

e 
fo

llo
w

in
g 

ta
bl

e 
se

ts
 fo

rt
h 

in
fo

rm
at

io
n 

ab
ou

t t
he

 F
ir

m
’s

 o
th

er
 c

on
su

m
er

 im
pa

ir
ed

 lo
an

s,
 in

cl
ud

in
g 

ri
sk

-r
at

ed
 b

us
in

es
s 

ba
nk

in
g 

an
d 

au
to

 lo
an

s 
th

at
 h

av
e 

be
en

 p
la

ce
d 

on
 n

on
ac

cr
ua

l s
ta

tu
s,

 a
nd

 lo
an

s 
th

at
 h

av
e 

be
en

 m
od

ifi
ed

 in
 T

D
Rs

. 

D
ec

em
be

r 
31

, (
in

 m
ill

io
ns

)
20

17
20

16

Im
pa

ir
ed

 lo
an

s

W
ith

 a
n 

al
lo

w
an

ce
$

27
2

$
61

4

W
ith

ou
t a

n 
al

lo
w

an
ce

(a
)

26
30

To
ta

l i
m

pa
ir

ed
 lo

an
s(b

)(
c)

$
29

8
$

64
4

A
llo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

 r
el

at
ed

 to
 im

pa
ir

ed
 lo

an
s

$
73

$
11

9

U
np

ai
d 

pr
in

ci
pa

l b
al

an
ce

 o
f i

m
pa

ir
ed

 lo
an

s(d
)

40
2

75
3

Im
pa

ir
ed

 lo
an

s 
on

 n
on

ac
cr

ua
l s

ta
tu

s
26

8
50

8

(a
) 

W
he

n 
di

sc
ou

nt
ed

 c
as

h 
flo

w
s,

 c
ol

la
te

ra
l v

al
ue

 o
r 

m
ar

ke
t p

ri
ce

 e
qu

al
s 

or
 e

xc
ee

ds
 

th
e 

re
co

rd
ed

 in
ve

st
m

en
t i

n 
th

e 
lo

an
, t

he
 lo

an
 d

oe
s 

no
t r

eq
ui

re
 a

n 
al

lo
w

an
ce

. T
hi

s 
ty

pi
ca

lly
 o

cc
ur

s 
w

he
n 

th
e 

im
pa

ir
ed

 lo
an

s 
ha

ve
 b

ee
n 

pa
rt

ia
lly

 c
ha

rg
ed

 o
ff

 a
nd

/o
r 

th
er

e 
ha

ve
 b

ee
n 

in
te

re
st

 p
ay

m
en

ts
 r

ec
ei

ve
d 

an
d 

ap
pl

ie
d 

to
 th

e 
lo

an
 b

al
an

ce
.

(b
) 

Pr
ed

om
in

an
tl

y 
al

l o
th

er
 c

on
su

m
er

 im
pa

ir
ed

 lo
an

s 
ar

e 
in

 th
e 

U
.S

.
(c

) 
O

th
er

 c
on

su
m

er
 a

ve
ra

ge
 im

pa
ir

ed
 lo

an
s 

w
er

e 
$4

27
 m

ill
io

n,
 $

63
5 

m
ill

io
n 

an
d 

$5
66

 m
ill

io
n 

fo
r 

th
e 

ye
ar

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7,
 2

01
6 

an
d 

20
15

, 
re

sp
ec

tiv
el

y.
 T

he
 r

el
at

ed
 in

te
re

st
 in

co
m

e 
on

 im
pa

ir
ed

 lo
an

s,
 in

cl
ud

in
g 

th
os

e 
on

 a
 

ca
sh

 b
as

is
, w

as
 n

ot
 m

at
er

ia
l f

or
 th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7,

 2
01

6 
an

d 
20

15
.

(d
) 

Re
pr

es
en

ts
 th

e 
co

nt
ra

ct
ua

l a
m

ou
nt

 o
f p

ri
nc

ip
al

 o
w

ed
 a

t D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
. T

he
 u

np
ai

d 
pr

in
ci

pa
l b

al
an

ce
 d

iff
er

s 
fr

om
 th

e 
im

pa
ir

ed
 lo

an
 b

al
an

ce
s 

du
e 

to
 v

ar
io

us
 fa

ct
or

s,
 in

cl
ud

in
g 

ch
ar

ge
-o

ff
s,

 in
te

re
st

 p
ay

m
en

ts
 r

ec
ei

ve
d 

an
d 

ap
pl

ie
d 

to
 th

e 
pr

in
ci

pa
l b

al
an

ce
, n

et
 d

ef
er

re
d 

lo
an

 fe
es

 o
r 

co
st

s 
an

d 
un

am
or

tiz
ed

 
di

sc
ou

nt
s 

or
 p

re
m

iu
m

s 
on

 p
ur

ch
as

ed
 lo

an
s.

Lo
an

 m
od

if
ic

at
io

ns
 

Ce
rt

ai
n 

ot
he

r 
co

ns
um

er
 lo

an
 m

od
ifi

ca
tio

ns
 a

re
 c

on
si

de
re

d 
to

 b
e 

TD
Rs

 a
s 

th
ey

 p
ro

vi
de

 v
ar

io
us

 c
on

ce
ss

io
ns

 to
 

bo
rr

ow
er

s 
w

ho
 a

re
 e

xp
er

ie
nc

in
g 

fin
an

ci
al

 d
iff

ic
ul

ty
. A

ll 
of

 
th

es
e 

TD
Rs

 a
re

 r
ep

or
te

d 
as

 im
pa

ir
ed

 lo
an

s.
 T

he
 fo

llo
w

in
g 

ta
bl

e 
pr

ov
id

es
 in

fo
rm

at
io

n 
ab

ou
t t

he
 F

ir
m

’s
 o

th
er

 
co

ns
um

er
 lo

an
s 

m
od

ifi
ed

 in
 T

D
Rs

. N
ew

 T
D

Rs
 w

er
e 

no
t 

m
at

er
ia

l f
or

 th
e 

ye
ar

s 
en

de
d 

D
ec

em
be

r 
31

, 2
01

7 
an

d 
20

16
.

D
ec

em
be

r 
31

, (
in

 m
ill

io
ns

)
20

17
20

16

Lo
an

s 
m

od
ifi

ed
 in

 T
D

Rs
(a

)(
b)

$
10

2
$

36
2

TD
Rs

 o
n 

no
na

cc
ru

al
 s

ta
tu

s
72

22
6

(a
) 

Th
e 

im
pa

ct
 o

f t
he

se
 m

od
ifi

ca
tio

ns
 w

as
 n

ot
 m

at
er

ia
l t

o 
th

e 
Fi

rm
 fo

r 
th

e 
ye

ar
s 

en
de

d 
D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

.
(b

) 
Ad

di
tio

na
l c

om
m

itm
en

ts
 to

 le
nd

 to
 b

or
ro

w
er

s 
w

ho
se

 lo
an

s 
ha

ve
 b

ee
n 

m
od

ifi
ed

 in
 

TD
Rs

 a
s 

of
 D

ec
em

be
r 

31
, 2

01
7 

an
d 

20
16

 w
er

e 
im

m
at

er
ia

l.
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Pu
rc

ha
se

d 
cr

ed
it

-i
m

pa
ir

ed
 lo

an
s

PC
I l

oa
ns

 a
re

 in
iti

al
ly

 r
ec

or
de

d 
at

 fa
ir

 v
al

ue
 a

t a
cq

ui
si

tio
n.

 
PC

I l
oa

ns
 a

cq
ui

re
d 

in
 th

e 
sa

m
e 

fis
ca

l q
ua

rt
er

 m
ay

 b
e 

ag
gr

eg
at

ed
 in

to
 o

ne
 o

r 
m

or
e 

po
ol

s,
 p

ro
vi

de
d 

th
at

 th
e 

lo
an

s 
ha

ve
 c

om
m

on
 r

is
k 

ch
ar

ac
te

ri
st

ic
s.

 A
 p

oo
l i

s 
th

en
 a

cc
ou

nt
ed

 
fo

r 
as

 a
 s

in
gl

e 
as

se
t w

ith
 a

 s
in

gl
e 

co
m

po
si

te
 in

te
re

st
 r

at
e 

an
d 

an
 a

gg
re

ga
te

 e
xp

ec
ta

tio
n 

of
 c

as
h 

flo
w

s.
 W

ith
 r

es
pe

ct
 to

 
th

e 
W

as
hi

ng
to

n 
M

ut
ua

l t
ra

ns
ac

tio
n,

 a
ll 

of
 th

e 
co

ns
um

er
 P

CI
 

lo
an

s 
w

er
e 

ag
gr

eg
at

ed
 in

to
 p

oo
ls

 o
f l

oa
ns

 w
ith

 c
om

m
on

 r
is

k 
ch

ar
ac

te
ri

st
ic

s.
 

O
n 

a 
qu

ar
te

rl
y 

ba
si

s,
 th

e 
Fi

rm
 e

st
im

at
es

 th
e 

to
ta

l c
as

h 
flo

w
s 

(b
ot

h 
pr

in
ci

pa
l a

nd
 in

te
re

st
) 

ex
pe

ct
ed

 to
 b

e 
co

lle
ct

ed
 o

ve
r 

th
e 

re
m

ai
ni

ng
 li

fe
 o

f e
ac

h 
po

ol
. T

he
se

 e
st

im
at

es
 in

co
rp

or
at

e 
as

su
m

pt
io

ns
 r

eg
ar

di
ng

 d
ef

au
lt

 r
at

es
, l

os
s 

se
ve

ri
tie

s,
 th

e 
am

ou
nt

s 
an

d 
tim

in
g 

of
 p

re
pa

ym
en

ts
 a

nd
 o

th
er

 fa
ct

or
s 

th
at

 
re

fle
ct

 th
en

-c
ur

re
nt

 m
ar

ke
t c

on
di

tio
ns

. P
ro

ba
bl

e 
de

cr
ea

se
s 

in
 e

xp
ec

te
d 

ca
sh

 fl
ow

s 
(i

.e
., 

in
cr

ea
se

d 
cr

ed
it 

lo
ss

es
) 

tr
ig

ge
r 

th
e 

re
co

gn
iti

on
 o

f i
m

pa
ir

m
en

t,
 w

hi
ch

 is
 th

en
 m

ea
su

re
d 

as
 

th
e 

pr
es

en
t v

al
ue

 o
f t

he
 e

xp
ec

te
d 

pr
in

ci
pa

l l
os

s 
pl

us
 a

ny
 

re
la

te
d 

fo
rg

on
e 

in
te

re
st

 c
as

h 
flo

w
s,

 d
is

co
un

te
d 

at
 th

e 
po

ol
’s

 
ef

fe
ct

iv
e 

in
te

re
st

 r
at

e.
 Im

pa
ir

m
en

ts
 a

re
 r

ec
og

ni
ze

d 
th

ro
ug

h 
th

e 
pr

ov
is

io
n 

fo
r 

cr
ed

it 
lo

ss
es

 a
nd

 a
n 

in
cr

ea
se

 in
 th

e 
al

lo
w

an
ce

 fo
r 

lo
an

 lo
ss

es
. P

ro
ba

bl
e 

an
d 

si
gn

ifi
ca

nt
 

in
cr

ea
se

s 
in

 e
xp

ec
te

d 
ca

sh
 fl

ow
s 

(e
.g

., 
de

cr
ea

se
d 

cr
ed

it 
lo

ss
es

, t
he

 n
et

 b
en

ef
it 

of
 m

od
ifi

ca
tio

ns
) 

w
ou

ld
 fi

rs
t r

ev
er

se
 

an
y 

pr
ev

io
us

ly
 r

ec
or

de
d 

al
lo

w
an

ce
 fo

r 
lo

an
 lo

ss
es

 w
ith

 a
ny

 
re

m
ai

ni
ng

 in
cr

ea
se

s 
re

co
gn

iz
ed

 p
ro

sp
ec

tiv
el

y 
as

 a
 y

ie
ld

 
ad

ju
st

m
en

t o
ve

r 
th

e 
re

m
ai

ni
ng

 e
st

im
at

ed
 li

ve
s 

of
 th

e 
un

de
rl

yi
ng

 lo
an

s.
 T

he
 im

pa
ct

s 
of

 (
i)

 p
re

pa
ym

en
ts

, (
ii)

 
ch

an
ge

s 
in

 v
ar

ia
bl

e 
in

te
re

st
 r

at
es

, a
nd

 (
iii

) 
an

y 
ot

he
r 

ch
an

ge
s 

in
 th

e 
tim

in
g 

of
 e

xp
ec

te
d 

ca
sh

 fl
ow

s 
ar

e 
ge

ne
ra

lly
 

re
co

gn
iz

ed
 p

ro
sp

ec
tiv

el
y 

as
 a

dj
us

tm
en

ts
 to

 in
te

re
st

 in
co

m
e.

Th
e 

Fi
rm

 c
on

tin
ue

s 
to

 m
od

if
y 

ce
rt

ai
n 

PC
I l

oa
ns

. T
he

 im
pa

ct
 

of
 th

es
e 

m
od

ifi
ca

tio
ns

 is
 in

co
rp

or
at

ed
 in

to
 th

e 
Fi

rm
’s

 
qu

ar
te

rl
y 

as
se

ss
m

en
t o

f w
he

th
er

 a
 p

ro
ba

bl
e 

an
d 

si
gn

ifi
ca

nt
 

ch
an

ge
 in

 e
xp

ec
te

d 
ca

sh
 fl

ow
s 

ha
s 

oc
cu

rr
ed

, a
nd

 th
e 

lo
an

s 
co

nt
in

ue
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 p
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 b
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 p
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ro
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 m
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 r
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 r
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H
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at
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 p

ag
e 

of
 th
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at
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 c

er
ta

in
 r

e-
se

cu
ri

tiz
at

io
n 

tr
an

sa
ct

io
ns

 in
 

w
hi

ch
 d

eb
t s

ec
ur

iti
es

 a
re

 tr
an

sf
er

re
d 

to
 a

 V
IE

 in
 e

xc
ha

ng
e 

fo
r 

ne
w

 b
en

ef
ic

ia
l i

nt
er

es
ts

. T
he

se
 tr

an
sf

er
s 

oc
cu

r 
in

 
co

nn
ec

tio
n 

w
ith

 b
ot

h 
ag

en
cy

 (
Fe

de
ra

l N
at

io
na

l M
or

tg
ag

e 
A

ss
oc

ia
tio

n 
(“

Fa
nn

ie
 M

ae
”)

, F
ed

er
al

 H
om

e 
Lo

an
 M

or
tg

ag
e 

Co
rp

or
at

io
n 

(“
Fr

ed
di

e 
M

ac
”)

 a
nd

 G
ov

er
nm

en
t N

at
io

na
l 

M
or

tg
ag

e 
A

ss
oc

ia
tio

n 
(“

Gi
nn

ie
 M

ae
”)

) 
an

d 
no

na
ge

nc
y 

(p
ri

va
te

-la
be

l)
 s

po
ns

or
ed

 V
IE

s,
 w

hi
ch

 m
ay

 b
e 

ba
ck

ed
 b

y 
ei

th
er

 r
es

id
en

tia
l o

r 
co

m
m

er
ci

al
 m

or
tg

ag
es

. T
he

 F
ir

m
’s

 
co

ns
ol

id
at

io
n 

an
al

ys
is

 is
 la

rg
el

y 
de

pe
nd

en
t o

n 
th

e 
Fi

rm
’s

 
ro

le
 a

nd
 in

te
re

st
 in

 th
e 

re
-s

ec
ur

iti
za

tio
n 

tr
us

ts
.

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 th
e 

pr
in

ci
pa

l a
m

ou
nt

 o
f 

se
cu

ri
tie

s 
tr

an
sf

er
re

d 
to

 r
e-

se
cu

ri
tiz

at
io

n 
V

IE
s.

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
,

(i
n 

m
ill

io
ns

)
20

17
20

16
20

15

Tr
an

sf
er

s 
of

 s
ec

ur
it

ie
s 

to
V

IE
s

Fi
rm

-s
po

ns
or

ed
 p

ri
va

te
-la

be
l

$
—

$
64

7
$

77
7

Ag
en

cy
$

12
,6

17
$

11
,2

41
$

21
,9

08

M
os

t r
e-

se
cu

ri
tiz

at
io

ns
 w

ith
 w

hi
ch

 th
e 

Fi
rm

 is
 in

vo
lv

ed
 a

re
 

cl
ie

nt
-d

ri
ve

n 
tr

an
sa

ct
io

ns
 in

 w
hi

ch
 a

 s
pe

ci
fic

 c
lie

nt
 o

r 
gr

ou
p 

of
 c

lie
nt

s 
is

 s
ee

ki
ng

 a
 s

pe
ci

fic
 r

et
ur

n 
or

 r
is

k 
pr

of
ile

. F
or

 
th

es
e 

tr
an

sa
ct

io
ns

, t
he

 F
ir

m
 h

as
 c

on
cl

ud
ed

 th
at

 th
e 

de
ci

si
on

-m
ak

in
g 

po
w

er
 o

f t
he

 e
nt

it
y 

is
 s

ha
re

d 
be

tw
ee

n 
th

e 
Fi

rm
 a

nd
 it

s 
cl

ie
nt

s,
 c

on
si

de
ri

ng
 th

e 
jo

in
t e

ff
or

t a
nd

 
de

ci
si

on
s 

in
 e

st
ab

lis
hi

ng
 th

e 
re

-s
ec

ur
iti

za
tio

n 
tr

us
t a

nd
 it

s 
as

se
ts

, a
s 

w
el

l a
s 

th
e 

si
gn

ifi
ca

nt
 e

co
no

m
ic

 in
te

re
st

 th
e 

cl
ie

nt
 

ho
ld

s 
in

 th
e 

re
-s

ec
ur

iti
za

tio
n 

tr
us

t;
 th

er
ef

or
e 

th
e 

Fi
rm

 d
oe

s 
no

t c
on

so
lid

at
e 

th
e 

re
-s

ec
ur

iti
za

tio
n 

V
IE

.

In
 m

or
e 

lim
ite

d 
ci

rc
um

st
an

ce
s,

 th
e 

Fi
rm

 c
re

at
es

 a
 

no
na

ge
nc

y 
re

-s
ec

ur
iti

za
tio

n 
tr

us
t i

nd
ep

en
de

nt
ly

 a
nd

 n
ot

 in
 

co
nj

un
ct

io
n 

w
ith

 s
pe

ci
fic

 c
lie

nt
s.

 In
 th

es
e 

ci
rc

um
st

an
ce

s,
 th

e 
Fi

rm
 is

 d
ee

m
ed

 to
 h

av
e 

th
e 

un
ila

te
ra

l a
bi

lit
y 

to
 d

ir
ec

t t
he

 
m

os
t s

ig
ni

fic
an

t a
ct

iv
iti

es
 o

f t
he

 r
e-

se
cu

ri
tiz

at
io

n 
tr

us
t 

be
ca

us
e 

of
 th

e 
de

ci
si

on
s 

m
ad

e 
du

ri
ng

 th
e 

es
ta

bl
is

hm
en

t 
an

d 
de

si
gn

 o
f t

he
 tr

us
t;

 th
er

ef
or

e,
 th

e 
Fi

rm
 c

on
so

lid
at

es
 th

e 
re

-s
ec

ur
iti

za
tio

n 
V

IE
 if

 th
e 

Fi
rm

 h
ol

ds
 a

n 
in

te
re

st
 th

at
 c

ou
ld

 
po

te
nt

ia
lly

 b
e 

si
gn

ifi
ca

nt
.

Ad
di

tio
na

lly
, t

he
 F

ir
m

 m
ay

 in
ve

st
 in

 b
en

ef
ic

ia
l i

nt
er

es
ts

 o
f 

th
ir

d-
pa

rt
y 

re
-s

ec
ur

iti
za

tio
ns

 a
nd

 g
en

er
al

ly
 p

ur
ch

as
es

 th
es

e 
in

te
re

st
s 

in
 th

e 
se

co
nd

ar
y 

m
ar

ke
t.

 In
 th

es
e 

ci
rc

um
st

an
ce

s,
 

th
e 

Fi
rm

 d
oe

s 
no

t h
av

e 
th

e 
un

ila
te

ra
l a

bi
lit

y 
to

 d
ir

ec
t t

he
 

m
os

t s
ig

ni
fic

an
t a

ct
iv

iti
es

 o
f t

he
 r

e-
se

cu
ri

tiz
at

io
n 

tr
us

t,
 

ei
th

er
 b

ec
au

se
 it

 w
as

 n
ot

 in
vo

lv
ed

 in
 th

e 
in

iti
al

 d
es

ig
n 

of
 th

e 
tr

us
t,

 o
r 

th
e 

Fi
rm

 is
 in

vo
lv

ed
 w

ith
 a

n 
in

de
pe

nd
en

t t
hi

rd
-

pa
rt

y 
sp

on
so

r 
an

d 
de

m
on

st
ra

te
s 

sh
ar

ed
 p

ow
er

 o
ve

r 
th

e 
cr

ea
tio

n 
of

 th
e 

tr
us

t;
 th

er
ef

or
e,

 th
e 

Fi
rm

 d
oe

s 
no

t 
co

ns
ol

id
at

e 
th

e 
re

-s
ec

ur
iti

za
tio

n 
V

IE
.



JP
M

or
ga

n 
Ch

as
e 

&
 C

o.
/2

01
7 

A
nn

ua
l R

ep
or

t
23

9

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 in
fo

rm
at

io
n 

on
 

no
nc

on
so

lid
at

ed
 r

e-
se

cu
ri

tiz
at

io
n 

V
IE

s.

Ye
ar

 e
nd

ed
 D

ec
em

be
r 

31
, 

(i
n 

m
ill

io
ns

)
20

17
20

16

Fi
rm

-s
po

ns
or

ed
 p

ri
va

te
-l

ab
el

A
ss

et
s 

he
ld

 in
 V

IE
s 

w
ith

 c
on

tin
ui

ng
 in

vo
lv

em
en

t(a
)

78
3

87
5

In
te

re
st

 in
 V

IE
s

29
43

A
ge

nc
y

In
te

re
st

 in
 V

IE
s

2,
25

0
1,

98
6

(a
) 

Re
pr

es
en

ts
 th

e 
pr

in
ci

pa
l a

m
ou

nt
 a

nd
 in

cl
ud

es
 th
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 D
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 c
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 p
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 c
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 m
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 c
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 c
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, p
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at
 m
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 m
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 p
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 b
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ra
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, b
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 c
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 o
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r’
s 

fa
vo

r, 
M

er
ch

an
t S

er
vi

ce
s 

w
ill

 (
th

ro
ug

h 
th
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Schedule RI-C - Disaggregated Data on the Allowance for Loan and Lease Losses
Schedule RI-C is to be completed by institutions with $1 billion or more in total assets.

(Column F)
Allowance Balance:

Purchased
Credit-Impaired

Loans (ASC 310-30)

(Column E)
Recorded

Investment:
Purchased

Credit-Impaired
Loans (ASC 310-30)

(Column D)
Allowance Balance:

Collectively
Evaluated for

Impairment (ASC
450-20)

(Column C)
Recorded

Investment:
Collectively

Evaluated for
Impairment (ASC

450-20)

(Column B)
Allowance Balance:

Individually
Evaluated for

Impairment and
Determined to be

Impaired (ASC
310-10-35)

(Column A)
Recorded

Investment:
Individually

Evaluated for
Impairment and

Determined to be
Impaired (ASC

310-10-35) Dollar amounts in thousands
1. 1. Real estate loans:

1.a. RCFDM713
1,000

RCFDM712
6,000

RCFDM711
74,000

RCFDM710
8,570,000

RCFDM709
1,000

RCFDM708
17,000 a. Construction loans.............................................................................................

1.b. RCFDM720
0

RCFDM719
3,000

RCFDM717
1,636,000

RCFDM716
106,060,000

RCFDM715
56,000

RCFDM714
289,000 b. Commercial real estate loans.............................................................................

1.c. RCFDM726
2,200,000

RCFDM725
29,467,000

RCFDM724
905,000

RCFDM723
241,781,000

RCFDM722
205,000

RCFDM721
11,978,000 c. Residential real estate loans..............................................................................

2. RCFDM732
0

RCFDM731
0

RCFDM730
2,619,000

RCFDM729
333,684,000

RCFDM728
443,000

RCFDM727
1,528,000 2. Commercial loans2....................................................................................................

3. RCFDM738
0

RCFDM737
0

RCFDM736
1,298,000

RCFDM735
36,170,000

RCFDM734
94,000

RCFDM733
301,000 3. Credit cards...............................................................................................................

4. RCFDM744
4,000

RCFDM743
32,000

RCFDM742
402,000

RCFDM741
62,390,000

RCFDM740
14,000

RCFDM739
66,000 4. Other consumer loans...............................................................................................

5. RCFDM745
0 5. Unallocated, if any.....................................................................................................

6. RCFDM751
2,205,000

RCFDM750
29,508,000

RCFDM749
6,934,000

RCFDM748
788,655,000

RCFDM747
813,000

RCFDM746
14,179,000 6.Total (for each column, sum of items 1.a through 5)3................................................

2.Include all loans and leases not reported as real estate loans, credit cards, or other consumer loans in items 1, 3, or 4 of Schedule RI-C.
3.The sum of item 6, columns B, D, and F, must equal Schedule RC, item 4.c. Item 6, column E, must equal Schedule RC-C, Part I, Memorandum item 7.b. Item 6, column F, must equal Schedule RI-B, Part II, Memorandum item 4.

JPMORGAN CHASE BANK, NATIONAL ASSOCIATIONFFIEC 031
RSSD-ID 852218Report Date 3/31/2018
Last Updated on 5/18/201813
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(Column
O) PDs
Were

Derived
Using

(Column
N)

Two-Year
Probability
of Default
(PD) Total

(Column
M)

Two-Year
Probability
of Default

(PD)
Unscoreable

(Column
L)

Two-Year
Probability
of Default

(PD) >
30%

(Column
K)

Two-Year
Probability
of Default

(PD)
26.01–30%

(Column
J)

Two-Year
Probability
of Default

(PD)
22.01–26%

(Column I)
Two-Year
Probability
of Default

(PD)
20.01–22%

(Column
H)

Two-Year
Probability
of Default

(PD)
18.01–20%

(Column
G)

Two-Year
Probability
of Default

(PD)
16.01–18%

(Column
F)

Two-Year
Probability
of Default

(PD)
14.01–16%

(Column
E)

Two-Year
Probability
of Default

(PD)
10.01–14%

(Column
D)

Two-Year
Probability
of Default

(PD)
7.01–10%

(Column
C)

Two-Year
Probability
of Default

(PD)
4.01–7%

(Column
B)

Two-Year
Probability
of Default

(PD)
1.01–4%

(Column
A)

Two-Year
Probability
of Default
(PD) <=

1% Dollar amounts in thousands
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Schedule RC-R Part II - Risk-Weighted Assets
Institutions are required to assign a 100 percent risk weight to all assets not specifically assigned a risk weight under Subpart D of the federal banking agencies' regulatory capital rules and not deducted from tier 1 or tier 2 capital.

(Column J)
Allocation by
Risk-Weight

Category
150%

(Column I)
Allocation by
Risk-Weight

Category
100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0%

(Column B)
Adjustments

to Totals
Reported in
Column A

(Column A)
Totals from

Schedule RC

Dollar amounts in thousands
1. RCFDS398

1,163,000
RCFDD960

1,096,000
RCFDS397

3,674,000
RCFDD959

71,656,000
RCFDD958

367,628,000
RCFDS396

0
RCFDD957

445,217,000 1. Cash and balances due from depository institutions...........
2. 2. Securities:

2.a. RCFDS400
0

RCFDD965
0

RCFDD964
2,271,000

RCFDD963
20,687,000

RCFDHJ75
0

RCFDHJ74
0

RCFDD962
6,084,000

RCFDS399
0

RCFDD961
29,042,000 a. Held-to-maturity securities...........................................

2.b. RCFDS403
0

RCFDD970
2,558,000

RCFDD969
28,838,000

RCFDD968
58,798,000

RCFDHJ77
0

RCFDHJ76
0

RCFDD967
69,464,000

RCFDS402
0

RCFDJA21
159,658,000

b. Available-for-sale debt securities and equity securities
with readily determinable fair values not held for
trading..............................................................................

3. 3. Federal funds sold and securities purchased under
agreements to resell:

3.a. RCONS411
0

RCOND974
0

RCONS410
0

RCOND973
2,348,000

RCOND972
0

RCOND971
2,348,000 a. Federal funds sold in domestic offices.........................

3.b. RCFDH172
237,918,000

RCFDH171
237,918,000 b. Securities purchased under agreements to resell........

4. 4. Loans and leases held for sale:

4.a. RCFDS417
33,000

RCFDS416
0

RCFDS415
119,000

RCFDH173
0

RCFDS414
0

RCFDS413
152,000 a. Residential mortgage exposures.................................

4.b. RCFDS421
0

RCFDH177
0

RCFDH176
0

RCFDH175
0

RCFDH174
0

RCFDS420
0

RCFDS419
0 b. High volatility commercial real estate exposures.........

4.c. RCFDS429
30,000

RCFDS428
0

RCFDS427
0

RCFDS426
0

RCFDHJ79
0

RCFDHJ78
0

RCFDS425
0

RCFDS424
0

RCFDS423
30,000

c. Exposures past due 90 days or more or on
nonaccrual3.....................................................................

(Column S)
Application of

Other
Risk-Weighting

Approaches
Risk-Weighted
Asset Amount

(Column R)
Application of

Other
Risk-Weighting

Approaches
Exposure
Amount

(Column Q)
Allocation by
Risk-Weight

Category
1,250%

(Column P)
Allocation by
Risk-Weight

Category
937.5%

(Column O)
Allocation by
Risk-Weight

Category 625%

(Column N)
Allocation by
Risk-Weight

Category 600%

(Column M)
Allocation by
Risk-Weight

Category 400%

(Column L)
Allocation by
Risk-Weight

Category 300%

(Column K)
Allocation by
Risk-Weight

Category 250%

Dollar amounts in thousands
1. 1. Cash and balances due from depository institutions
2. 2. Securities:
2.a. a. Held-to-maturity securities

2.b. RCFDH272
0

RCFDH271
0

RCFDS406
0

RCFDS405
0

RCFDH270
0

b. Available-for-sale debt securities and equity securities with
readily determinable fair values not held for trading................

3. 3. Federal funds sold and securities purchased under agreements
to resell:

3.a. a. Federal funds sold in domestic offices
3.b. b. Securities purchased under agreements to resell

3.For loans and leases held for sale, exclude residential mortgage exposures, high volatility commercial real estate exposures, or sovereign exposures that are past due 90 days or more or on nonaccrual.
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(Column S)
Application of

Other
Risk-Weighting

Approaches
Risk-Weighted
Asset Amount

(Column R)
Application of

Other
Risk-Weighting

Approaches
Exposure
Amount

(Column Q)
Allocation by
Risk-Weight

Category
1,250%

(Column P)
Allocation by
Risk-Weight

Category
937.5%

(Column O)
Allocation by
Risk-Weight

Category 625%

(Column N)
Allocation by
Risk-Weight

Category 600%

(Column M)
Allocation by
Risk-Weight

Category 400%

(Column L)
Allocation by
Risk-Weight

Category 300%

(Column K)
Allocation by
Risk-Weight

Category 250%

Dollar amounts in thousands
4. 4. Loans and leases held for sale:

4.a. RCFDH274
0

RCFDH273
0 a. Residential mortgage exposures.........................................

4.b. RCFDH276
0

RCFDH275
0 b. High volatility commercial real estate exposures.................
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(Column S)
Application of

Other
Risk-Weighting

Approaches
Risk-Weighted
Asset Amount

(Column R)
Application of

Other
Risk-Weighting

Approaches
Exposure
Amount

(Column Q)
Allocation by
Risk-Weight

Category
1,250%

(Column P)
Allocation by
Risk-Weight

Category
937.5%

(Column O)
Allocation by
Risk-Weight

Category 625%

(Column N)
Allocation by
Risk-Weight

Category 600%

(Column M)
Allocation by
Risk-Weight

Category 400%

(Column L)
Allocation by
Risk-Weight

Category 300%

(Column K)
Allocation by
Risk-Weight

Category 250%

Dollar amounts in thousands
4.c. RCFDH278

0
RCFDH277

0 c. Exposures past due 90 days or more or on nonaccrual6.....

(Column J)
Allocation by
Risk-Weight

Category
150%

(Column I)
Allocation by
Risk-Weight

Category
100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0%

(Column B)
Adjustments

to Totals
Reported in
Column A

(Column A)
Totals from

Schedule RC

Dollar amounts in thousands
4. 4. Loans and leases held for sale (continued):

4.d. RCFDS437
35,000

RCFDS436
5,402,000

RCFDS435
150,000

RCFDS434
160,000

RCFDHJ81
0

RCFDHJ80
0

RCFDS433
0

RCFDS432
-24,000

RCFDS431
5,723,000 d. All other exposures......................................................

5. 5. Loans and leases held for investment:

5.a. RCFDS443
48,872,000

RCFDS442
280,777,000

RCFDS441
8,663,000

RCFDH178
2,000

RCFDS440
0

RCFDS439
338,314,000 a. Residential mortgage exposures.................................

5.b. RCFDS447
1,993,000

RCFDH182
158,000

RCFDH181
0

RCFDH180
0

RCFDH179
0

RCFDS446
0

RCFDS445
2,151,000 b. High volatility commercial real estate exposures.........

5.c. RCFDS455
2,296,000

RCFDS454
0

RCFDS453
0

RCFDS452
13,000

RCFDHJ83
0

RCFDHJ82
0

RCFDS451
0

RCFDS450
0

RCFDS449
2,309,000

c. Exposures past due 90 days or more or on
nonaccrual7.....................................................................

5.d. RCFDS463
2,524,000

RCFDS462
416,459,000

RCFDS461
7,979,000

RCFDS460
18,966,000

RCFDHJ85
0

RCFDHJ84
2,000

RCFDS459
9,943,000

RCFDS458
-88,000

RCFDS457
457,659,000 d. All other exposures......................................................

6. RCFD3123
9,952,000

RCFD3123
9,952,000 6. LESS: Allowance for loan and lease losses........................

7. RCFDS467
1,215,000

RCFDD980
17,164,000

RCFDD979
14,941,000

RCFDD978
940,000

RCFDHJ87
0

RCFDHJ86
0

RCFDD977
701,000

RCFDS466
229,770,000

RCFDD976
265,011,000 7.Trading assets.....................................................................

8. RCFDH185
825,000

RCFDD985
80,334,000

RCFDD984
1,626,000

RCFDD983
4,861,000

RCFDHJ89
0

RCFDHJ88
0

RCFDD982
10,089,000

RCFDS469
54,820,000

RCFDD981
171,395,000 8. All other assets8..................................................................

8.a. a. Separate account bank-owned life insurance
8.b. b. Default fund contributions to central counterparties
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(Column S)
Application of

Other
Risk-Weighting

Approaches
Risk-Weighted
Asset Amount

(Column R)
Application of

Other
Risk-Weighting

Approaches
Exposure
Amount

(Column Q)
Allocation by
Risk-Weight

Category
1,250%

(Column P)
Allocation by
Risk-Weight

Category
937.5%

(Column O)
Allocation by
Risk-Weight

Category 625%

(Column N)
Allocation by
Risk-Weight

Category 600%

(Column M)
Allocation by
Risk-Weight

Category 400%

(Column L)
Allocation by
Risk-Weight

Category 300%

(Column K)
Allocation by
Risk-Weight

Category 250%

Dollar amounts in thousands
4. 4. Loans and leases held for sale (continued):

4.d. RCFDH280
0

RCFDH279
0 d. All other exposures..............................................................

5. 5. Loans and leases held for investment:

5.a. RCFDH282
0

RCFDH281
0 a. Residential mortgage exposures.........................................

5.b. RCFDH284
0

RCFDH283
0 b. High volatility commercial real estate exposures.................

5.c. RCFDH286
0

RCFDH285
0 c. Exposures past due 90 days or more or on nonaccrual11....

5.d. RCFDH288
2,925,000

RCFDH287
1,874,000 d. All other exposures..............................................................

6. 6. LESS: Allowance for loan and lease losses

7. RCFDH292
634,000

RCFDH291
245,000

RCFDH187
6,000

RCFDH290
0

RCFDH186
0

RCFDH289
29,000 7.Trading assets.............................................................................

8. RCFDH295
2,940,000

RCFDH294
3,323,000

RCFDS471
0

RCFDS470
0

RCFDH188
0

RCFDH293
6,515,000 8. All other assets12........................................................................

8.a. RCFDH297
2,386,000

RCFDH296
5,301,000 a. Separate account bank-owned life insurance......................

8.b. RCFDH299
3,200,000

RCFDH298
3,701,000 b. Default fund contributions to central counterparties............

6.For loans and leases held for sale, exclude residential mortgage exposures, high volatility commercial real estate exposures, or sovereign exposures that are past due 90 days or more or on nonaccrual.
7.For loans and leases, net of unearned income, exclude residential mortgage exposures, high volatility commercial real estate exposures, or sovereign exposures that are past due 90 days or more or on nonaccrual.
8.Includes premises and fixed assets; other real estate owned; investments in unconsolidated subsidiaries and associated companies; direct and indirect investments in real estate ventures; intangible assets; and other assets.
11.For loans and leases, net of unearned income, exclude residential mortgage exposures, high volatility commercial real estate exposures, or sovereign exposures that are past due 90 days or more or on nonaccrual.
12.Includes premises and fixed assets; other real estate owned; investments in unconsolidated subsidiaries and associated companies; direct and indirect investments in real estate ventures; intangible assets; and other assets.
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(Column J)
Allocation by
Risk-Weight

Category
150%

(Column I)
Allocation by
Risk-Weight

Category
100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0%

(Column B)
Adjustments

to Totals
Reported in
Column A

(Column A)
Totals From
Schedule RC

Dollar amounts in thousands
11. RCFDS503

10,081,000
RCFDD990

572,076,000
RCFDD989

340,256,000
RCFDD988

187,211,000
RCFDHJ91

0
RCFDHJ90

2,000
RCFDD987

463,911,000
RCFDS500

603,737,000
RCFD2170

2,198,296,000 11.Total balance sheet assets14.............................................

(Column R)
Application of

Other
Risk-Weighting

Approaches
Exposure
Amount

(Column Q)
Allocation by
Risk-Weight

Category 1,250%

(Column P)
Allocation by
Risk-Weight

Category 937.5%

(Column O)
Allocation by
Risk-Weight

Category 625%

(Column N)
Allocation by
Risk-Weight

Category 600%

(Column M)
Allocation by
Risk-Weight

Category 400%

(Column L)
Allocation by
Risk-Weight

Category 300%

(Column K)
Allocation by
Risk-Weight

Category 250%

Dollar amounts in thousands
11. RCFDH300

14,444,000
RCFDS510

28,000
RCFDS507

6,000
RCFDS506

0
RCFDS505

0
RCFDS504

6,544,000 11.Total balance sheet assets14.............................................................

(Column J)
Allocation by
Risk-Weight

Category
150%

(Column I)
Allocation by
Risk-Weight

Category
100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0%

(Column B)
Credit

Equivalent
Amount

(Column A)
Face,

Notional, or
Other Amount

Dollar amounts in thousands
12. RCFDS511

526,000
RCFDD996

24,122,000
RCFDD995

1,982,000
RCFDD994

39,317,000
RCFDHJ93

0
RCFDHJ92

0
RCFDD993

447,000
RCFDD992

66,394,000
RCFDD991

66,394,000 12. Financial standby letters of credit......................................

13. RCFDS512
121,000

RCFDG605
3,151,000

RCFDG604
244,000

RCFDG603
1,589,000

RCFDD999
303,000

RCFDD998
5,408,000

RCFDD997
10,816,000

13. Performance standby letters of credit and
transaction-related contingent items.......................................

14. RCFDS513
0

RCFDG611
0

RCFDG610
0

RCFDG609
0

RCFDHJ95
0

RCFDHJ94
0

RCFDG608
0

RCFDG607
0

RCFDG606
0

14. Commercial and similar letters of credit with an original
maturity of one year or less.....................................................

15. RCFDS514
0

RCFDG617
0

RCFDG616
0

RCFDG615
0

RCFDG614
0

RCFDG613
0

RCFDG612
0

15. Retained recourse on small business obligations sold with
recourse..................................................................................

(Column J)
Allocation by
Risk-Weight

Category
150%

(Column I)
Allocation by
Risk-Weight

Category
100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0%

(Column B)
Credit

Equivalent
Amount

(Column A)
Face,

Notional, or
Other Amount

Dollar amounts in thousands
16. RCFDS523

5,111,000
RCFDS522

54,237,000
RCFDS521

1,842,000
RCFDS520

18,526,000
RCFDS519

0
RCFDS518

16,598,000
RCFDS517

12,050,000
RCFDS516

108,364,000
RCFDS515

108,364,000 16. Repo-style transactions21.................................................

17. RCFDS524
0

RCFDG623
12,000

RCFDG622
74,000

RCFDG621
7,000

RCFDG620
67,827,000

RCFDG619
67,920,000

RCFDG618
67,920,000 17. All other off-balance sheet liabilities..................................

18. 18. Unused commitments:*

18.a. RCFDS531
717,000

RCFDS530
12,917,000

RCFDS529
37,000

RCFDS528
881,000

RCFDHJ97
0

RCFDHJ96
0

RCFDS527
3,000

RCFDS526
14,555,000

RCFDS525
72,775,000 a. Original maturity of one year or less............................

14.For each of columns A through R of item 11, report the sum of items 1 through 9. For item 11, the sum of columns B through R must equal column A. Item 11, column A, must equal Schedule RC, item 12.
21.Includes securities purchased under agreements to resell (reverse repos), securities sold under agreements to repurchase (repos), securities borrowed, and securities lent.
*.Excludes unused commitments to asset-backed commercial paper conduits.
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(Column J)
Allocation by
Risk-Weight

Category
150%

(Column I)
Allocation by
Risk-Weight

Category
100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0%

(Column B)
Credit

Equivalent
Amount

(Column A)
Face,

Notional, or
Other Amount

Dollar amounts in thousands
18.b. RCFDS539

3,007,000
RCFDG629

136,721,000
RCFDG628

4,600,000
RCFDG627

23,155,000
RCFDHJ99

0
RCFDHJ98

284,000
RCFDG626

720,000
RCFDG625

168,487,000
RCFDG624

336,974,000 b. Original maturity exceeding one year...........................

19. RCFDS541
0

RCFDS540
41,221,000 19. Unconditionally cancelable commitments.........................

20. RCFDS548
1,577,000

RCFDS547
142,447,000

RCFDS546
6,170,000

RCFDS545
99,628,000

RCFDS544
0

RCFDHK01
0

RCFDHK00
0

RCFDS543
23,792,000

RCFDS542
273,614,000 20. Over-the-counter derivatives.............................................

21. RCFDS557
0

RCFDS556
1,404,000

RCFDS555
0

RCFDS554
0

RCFDS552
1,484,000

RCFDS551
115,559,000

RCFDS550
0

RCFDS549
118,447,000 21. Centrally cleared derivatives.............................................

22. RCFDH197
0

RCFDH196
682,000

RCFDH195
0

RCFDH194
0

RCFDH193
37,000

RCFDH191
748,000 22. Unsettled transactions (failed trades)22.............................

22.For item 22, the sum of columns C through Q must equal column A.
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(Column J)
Allocation by
Risk-Weight

Category 150%

(Column I)
Allocation by
Risk-Weight

Category 100%

(Column H)
Allocation by
Risk-Weight

Category 50%

(Column G)
Allocation by
Risk-Weight

Category 20%

(Column F)
Allocation by
Risk-Weight

Category 10%

(Column E)
Allocation by
Risk-Weight
Category 4%

(Column D)
Allocation by
Risk-Weight
Category 2%

(Column C)
Allocation by
Risk-Weight
Category 0% Dollar amounts in thousands

23.
RCFDS561

21,140,000
RCFDG633

947,769,000
RCFDG632

355,205,000
RCFDG631

370,314,000
RCFDS560

0
RCFDS559

1,484,000
RCFDS558

132,443,000
RCFDG630

569,090,000

23.Total assets, derivatives, off-balance sheet items, and other items
subject to risk weighting by risk-weight category (for each of columns C
through P, sum of items 11 through 22; for column Q, sum of items 10
through 22)..............................................................................................

24. 24. Risk weight factor

25. RCFDS572
31,710,000

RCFDG637
947,769,000

RCFDG636
177,602,500

RCFDG635
74,062,800

RCFDS571
0

RCFDS570
59,360

RCFDS569
2,648,860

RCFDG634
0

25. Risk-weighted assets by risk-weight category (for each column, item
23 multiplied by item 24).........................................................................

(Column Q)
Allocation by
Risk-Weight

Category 1,250%

(Column P)
Allocation by
Risk-Weight

Category 937.5%

(Column O)
Allocation by
Risk-Weight

Category 625%

(Column N)
Allocation by
Risk-Weight

Category 600%

(Column M)
Allocation by
Risk-Weight

Category 400%

(Column L)
Allocation by
Risk-Weight

Category 300%

(Column K)
Allocation by
Risk-Weight

Category 250% Dollar amounts in thousands

23. RCFDS568
209,000

RCFDS567
0

RCFDS566
1,000

RCFDS565
6,000

RCFDS564
0

RCFDS563
0

RCFDS562
6,544,000

23.Total assets, derivatives, off-balance sheet items, and other items subject
to risk weighting by risk-weight category (for each of columns C through P,
sum of items 11 through 22; for column Q, sum of items 10 through 22).........

24. 24. Risk weight factor

25. RCFDS579
2,612,500

RCFDS578
0

RCFDS577
6,250

RCFDS576
36,000

RCFDS575
0

RCFDS574
0

RCFDS573
16,360,000

25. Risk-weighted assets by risk-weight category (for each column, item 23
multiplied by item 24)........................................................................................
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Schedule RC-S - Servicing Securitization and Asset Sale Activities
(Column G) All

Other Loans, All
Leases, and All
Other Assets

(Column F)
Commercial and
Industrial Loans

(Column E) Other
Consumer Loans

(Column D) Auto
Loans

(Column C) Credit
Card Receivables

(Column B) Home
Equity Lines

(Column A) 1-4
Family Residential

Loans
Dollar amounts in thousands

1. RCFDB711
8,743,000

RCFDB710
0

RCFDB709
740,000

RCFDB708
0

RCFDB707
0

RCFDB706
0

RCFDB705
129,776,000

1. Outstanding principal balance of assets sold and securitized by the reporting
bank with servicing retained or with recourse or other seller-provided credit
enhancements...................................................................................................

2.
2. Maximum amount of credit exposure arising from recourse or other
seller-provided credit enhancements provided to structures reported in item 1
in the form of:

2.a. RCFDB718
0

RCFDB717
0

RCFDB716
0

RCFDB715
0

RCFDB714
0

RCFDB713
0

RCFDB712
0

a. Credit-enhancing interest-only strips (included in Schedules RC-B or
RC-F or in Schedule RC, item 5)...............................................................

2.b. RCFDC399
893,000

RCFDC398
0

RCFDC397
0

RCFDC396
0

RCFDC395
0

RCFDC394
0

RCFDC393
306,000 b. Subordinated securities and other residual interests.............................

2.c. RCFDC406
0

RCFDC405
0

RCFDC404
0

RCFDC403
0

RCFDC402
0

RCFDC401
0

RCFDC400
0 c. Standby letters of credit and other enhancements.................................

3. RCFDB732
0

RCFDB731
0

RCFDB730
0

RCFDB729
0

RCFDB728
0

RCFDB727
0

RCFDB726
0

3. Reporting bank's unused commitments to provide liquidity to structures
reported in item 1..............................................................................................

4. 4. Past due loan amounts included in item 1:

4.a. RCFDB739
4,000

RCFDB738
0

RCFDB737
52,000

RCFDB736
0

RCFDB735
0

RCFDB734
0

RCFDB733
2,369,000 a. 30-89 days past due...............................................................................

4.b. RCFDB746
3,000

RCFDB745
0

RCFDB744
62,000

RCFDB743
0

RCFDB742
0

RCFDB741
0

RCFDB740
5,027,000 b. 90 days or more past due......................................................................

5.
5. Charge-offs and recoveries on assets sold and securitized with servicing
retained or with recourse or other seller-provided credit enhancements (calendar
year-to-date):

5.a. RIADB753
0

RIADB752
0

RIADB751
0

RIADB750
0

RIADB749
0

RIADB748
0

RIADB747
125,000 a. Charge-offs............................................................................................

5.b. RIADB760
0

RIADB759
0

RIADB758
0

RIADB757
0

RIADB756
0

RIADB755
0

RIADB754
742,000 b. Recoveries.............................................................................................

6. 6. Amount of ownership (or seller's) interests carried as:

6.a. RCFDB763
0

RCFDB762
0

RCFDB761
0 a. Securities (included in Schedule RC-B or in Schedule RC, item 5).......

6.b. RCFDB502
0

RCFDB501
0

RCFDB500
0 b. Loans (included in Schedule RC-C).......................................................

7. 7. Past due loan amounts included in interests reported in item 6.a:

7.a. RCFDB766
0

RCFDB765
0

RCFDB764
0 a. 30-89 days past due ..............................................................................

7.b. RCFDB769
0

RCFDB768
0

RCFDB767
0 b. 90 days or more past due .....................................................................

8. 8. Charge-offs and recoveries on loan amounts included in interests reported
in item 6.a (calendar year-to-date):

8.a. RIADB772
0

RIADB771
0

RIADB770
0 a. Charge-offs............................................................................................

8.b. RIADB775
0

RIADB774
0

RIADB773
0 b. Recoveries.............................................................................................

9.
RCFDB782

10,472,000
RCFDB781

659,000
RCFDB780

382,000
RCFDB779

0
RCFDB778

8,000
RCFDB777

0
RCFDB776

4,365,000

9. Maximum amount of credit exposure arising from credit enhancements
provided by the reporting bank to other institutions' securitization structures in
the form of standby letters of credit, purchased subordinated securities, and
other enhancements.........................................................................................

JPMORGAN CHASE BANK, NATIONAL ASSOCIATIONFFIEC 031
RSSD-ID 852218Report Date 3/31/2018
Last Updated on 5/18/201869



(Column G) All
Other Loans, All
Leases, and All
Other Assets

(Column F)
Commercial and
Industrial Loans

(Column E) Other
Consumer Loans

(Column D) Auto
Loans

(Column C) Credit
Card Receivables

(Column B) Home
Equity Lines

(Column A) 1-4
Family Residential

Loans
Dollar amounts in thousands

10. RCFDB789
57,000

RCFDB788
0

RCFDB787
0

RCFDB786
0

RCFDB785
0

RCFDB784
0

RCFDB783
165,000

10. Reporting bank's unused commitments to provide liquidity to other
institutions' securitization structures..................................................................

11. RCFDB796
634,000

RCFDB795
31,000

RCFDB794
0

RCFDB793
0

RCFDB792
0

RCFDB791
0

RCFDB790
231,000

11. Assets sold with recourse or other seller-provided credit enhancements
and not securitized by the reporting bank.........................................................

12. RCFDB803
199,000

RCFDB802
0

RCFDB801
0

RCFDB800
0

RCFDB799
0

RCFDB798
0

RCFDB797
168,000

12. Maximum amount of credit exposure arising from recourse or other
seller-provided credit enhancements provided to assets reported in item 11....

JPMORGAN CHASE BANK, NATIONAL ASSOCIATIONFFIEC 031
RSSD-ID 852218Report Date 3/31/2018
Last Updated on 5/18/201870
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WorkForce® DS-860 Color Document Scanner

Epson®

Specification Sheet | Page 2 of 4

Providing world-class performance for fast-paced businesses, the ultra fast 

WorkForce DS-860 document scanner was designed for situations where speed 

is critical and dependability is paramount. Blazing through scans up to 65 ppm 1, it 

features auto paper size detection and dynamic skew correction to prevent paper 

jams and avoid downtime. A robust and reliable workhorse, the DS-860 includes 

an 80-page ADF and 6000-page daily duty cycle. TWAIN and ISIS compatibility 

make it ideal for use with existing professional document management systems, 

while advanced image adjustments make getting sharp scans simple. The DS-860 

even scans directly to popular cloud services 2.

Scanners at a glance 

The ultra fast 
scanner for 
efficient document 
management.

Shown with optional 
Network Interface Unit

WorkForce DS-760 WorkForce DS-860

Scan Speed: Up to 45 ppm/90 ipm1 Up to 65 ppm/130 ipm1

Paper Handling: Up to 4500 sheets per day Up to 6000 sheets per day

Software Support: TWAIN and ISIS drivers TWAIN and ISIS drivers



WorkForce® DS-860 Color Document Scanner

Epson®

Specification Sheet | Page 3 of 4 Epson

Efficient document 
management

Scan directly to the cloud 2 

The WorkForce DS-860 scans directly to popular cloud services 2. Just install the 

included software on your PC and you’re ready to get started. Scan and send data 

wherever it needs to be.

Advanced paper feed technology

Tackle any task with little to no downtime. Dynamic skew correction and multi-roller 

paper feed play a vital role by detecting misfeeds and correcting the angle at which the 

paper enters the scanner. Double-feed detection helps to eliminate paper jams. And, 

auto size detection makes it easy to scan multiple sizes in a single stack.
Scan to the cloudScan to cloud

Scan oversized documents in one pass

Scan multiple sizes 
in a single stack

Manage critical documents

Scan directly to popular cloud services2. Scan to email, an FTP server or any folder 

on your PC. The WorkForce DS-860 supports ISIS and TWAIN drivers. And, it 

includes OCR software for creating searchable PDFs or scanning directly to Word 

and Excel® files.

Color Enhance

Color Enhance allows users to select and enhance a color from the RGB color channel 

when scanning in Black-and-White. This can help bring out a particular element that 

might not otherwise show up clearly in a Black-and-White scan, such as a signature 

made with a light-blue pen.

Color Dropout

Color Dropout allows users to remove a color from the RGB color channel — a color 

that might cause noise or other image issues during a document scan. For example, 

a user scanning an invoice printed on pink paper could use “Color Dropout: Red” to 

ignore all red elements and pull out the crisp black text.
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Specifications
Type  
Sheet-fed, one pass duplex color scanner
Sensor  
600 dpi/1 line CISM
Optical Resolution  
600 dpi
Output Resolution  
75 to 1200 dpi
Effective Pixels  
5100 x 8400 pixels
Color Scan Mode (output bit depth)  
48-bit internal/24-bit external
Grayscale Scan Mode (output bit depth)  
16-bit internal/8-bit external
Monochrome (output bit depth)  
1-bit
Automatic Document Feeder Capacity  
80 sheets
Paper size 
Minimum: 2" x 2" 
Maximum: 8.5" x 120"
Paper weight 
40 to 210 g/m
Buttons 
4 push buttons: Start, Cancel, Job Select, Power
Light Source  
Three-color RGB LED
Interface  
Hi-Speed USB 2.0 
Optional Network Interface Unit (RJ-45, 10BaseT/100BaseTX)
Scan Speed (letter sized)  
65 ppm/130 ipm: 200 dpi Black & White, Color, Gray 
65 ppm/130 ipm: 300 dpi Black & White, Color, Gray 
50 ppm/100 ipm: 400 dpi Black & White, Gray 
14 ppm/28 ipm: 400 dpi Color 
33 ppm/66 ipm: 600 dpi Black & White, Gray 
 8 ppm/16 ipm: 600 dpi Color
Reliability  
Daily duty cycle: 6000 sheets 
Consumables – Roller assembly kit: 200,000 cycles

System Requirements
Windows® 8/8.1, Windows 7, Windows Vista® (32/64-bit), 
Windows XP® Professional x64, Windows XP Professional, 
Windows XP Home Edition

General
Environmental Conditions 
Temperature (Operating): 41 ° to 95 °F (5 ° to 35 °C) 
Humidity: 10 – 80% (no condensation)
Power Requirements  
Voltage: 100 – 240 VAC 
Frequency: 50 – 60 Hz 
Power consumption: 42 W 
Ready: 8 W 
Sleep: 1.6 W 
Off: 0.4 W
Warranty  
One-year limited warranty in the U.S. and Canada
Country of Origin  
China

Software Included
Epson Scan, Document Capture Pro, 
EMC Captiva ISIS 
Driver Support  
TWAIN, ISIS

Specifications and terms are subject to change without notice. EPSON and WorkForce are registered trademarks, EPSON Exceed Your Vision is a 
registered logomark and Better Products for a Better Future is a trademark of Seiko Epson Corporation. Built to Perform is a trademark of Epson America, 
Inc. Google Drive is a trademark of Google Inc. SmartWay is a service mark of the U.S. Environmental Protection Agency. All other product and brand 
names are trademarks and/or registered trademarks of their respective companies. Epson disclaims any and all rights in these marks. 
Copyright 2014 Epson America, Inc. Com-SS-Oct-13 CPD-40505R1 4/14

Epson America, Inc. 
3840 Kilroy Airport Way, Long Beach, CA 90806

Epson Canada Limited 
185 Renfrew Drive, Markham, Ontario L3R 6G3

www.epson.com 
www.epson.ca

1 Based on letter-sized scans at 300 dpi in Black-and-white, Grayscale or Color Mode, using the USB interface.
2 With Epson Document Capture Pro software installed on the connected Windows PC.
3 Based on U.S. and Canada NPD retail scanner databases, March 2013. NPD sample period CY2012.
4 See our website for convenient and reasonable recycling options at www.epson.com/recycle
5 SmartWay is an innovative partnership of the U.S. Environmental Protection Agency that reduces greenhouse gases and other air pollutants 

and improves fuel efficiency. Name

Email

Phone Number

WorkForce® DS-860 Color Document Scanner

eco.epson.com

Other Features
Rigid plastic ID card scanning (including embossed cards) 
Business card scanning 
Oversized folded document scanning without carrier sheet 
Up to 30 user-definable scan job settings with 9 jobs selectable 
from front control panel 
Optional Network Interface Unit 
Security lock (Kensington® type)

Dimensions (W x D x H)
Product only: 8.8 lb, 11.8" x 8.7" x 8.1"

Eco Features
RoHS compliant 
Recyclable product 4 
Epson America, Inc. is a SmartWay SM Transport Partner 5

What’s In The Box
WorkForce DS-860, CD-ROM with scanner software, Start Here 
poster, Hi-Speed USB 2.0 cable, AC adapter with power cable

Ordering Information

Product Name Product Code
WorkForce DS-860 B11B222201

Accessories Product Code
Roller Assembly Kit B11B813581 
Carrier Sheets B11B813431 
Network Interface Unit B12B808441

Specification Sheet | Page 4 of 4 BUILT TO PERFORM
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Page 1 of 7
Commercial Card Application & Agreement with Rebates (MC 12.16.16) 

Commercial Card  

Application & Agreement l JPMORGAN CHASE BANK, N.A.
V2.5_12_16_16 

Client  State of Incorporation:   

Address Line 1 

Address Line 2 

City 

State 

Zip Code 

Phone

Fax 

REBATES
Please identify a Business Account to which rebates associated with Client’s Commercial Card rebate program should 
be deposited.  Deposits will be made via Wire Transfer only.    

Business Account at:                                                                                 (Enter the name of Client’s financial institution)

ABA:                                                                                 (Enter ABA for Client’s financial institution)

Business Account 
Number: 

                                                                                (Enter Client’s business account number)

Business Account 
Name: 

                                                                                (Enter the name of Client’s business account)

Please enter the Financial Institution and Business Account Name exactly as it appears on Client’s account.  Black ink 
only.

*Requests to modify the account information set forth above must be provided to J.P. Morgan in writing and sent to the following 
address: CCS.Rebate@jpmchase.com. A form will be provided to Client upon receipt of Client’s request to modify the business 
account information.  Client will be instructed to complete the form and return it to J.P. Morgan at the address specified.  
Changes to the business account information will be effective when J.P. Morgan has a reasonable opportunity to act upon such 
request.   

SIGNATURE 
This Application must be signed by an owner, officer or partner of the Client with the authority to bind the Client to the terms and 
conditions of the following Commercial Card Agreement.  I hereby certify that I am the duly authorized and acting officer, partner 
or owner of this Client with the authority to bind the Client to the obligations of the Commercial Card Agreement. I have read and 
agree to the terms of the Commercial Card Agreement.  Black ink only.

Signature of Authorized Officer  Date  

Name  

Title  

CLIENT ATTESTATION 
The undersigned, a duly authorized officer or representative of Client, does hereby certify that Client has been duly authorized to 
enter into and perform the Commercial Card Agreement and that the person signing above on behalf of Client, whose execution 
of this Commercial Card Agreement was witnessed by the undersigned, is an owner, officer, partner, or other representative of 
Client possessing authority to execute this Commercial Card Agreement.*  Black ink only.

Signature  Date  

Name  

Title  

*Note: The person signing the attestation shall be someone different from the person signing above on behalf of Client. 

ADDRESS FOR NOTICES

Client See above 

Bank 

JPMorgan Chase Bank, N.A. 

10 South Dearborn, Floor 06 

Mail Code IL1-0286 

Chicago, IL, 60603-2300 

Attn:  Commercial Card Contracts Manager 
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Commercial Card  

Application & Agreement l JPMORGAN CHASE BANK, N.A.

V2.5_12_16_16 
This Commercial Card Agreement (the “Agreement”) sets forth the terms and conditions under which JPMorgan Chase Bank, N.A. 
(“Bank”) shall provide commercial card services to Client who executes this Agreement and/or one or more of such Client’s  
Affiliates.  This Agreement is effective as of the date of the first signature above.  By signing this Agreement Client hereby agrees to 
be bound by the terms and conditions referenced herein.   

1. Definitions 

Each capitalized term used in this Agreement shall have the following defined meanings set forth below or as otherwise set 
forth herein.     

Account means each account established in the name of Client pursuant to the Agreement.   

Affiliate means an entity controlling, controlled by, or under common control with, directly or indirectly, a party to this 
Agreement.  For this purpose, one entity “controls” another entity if it has the power to direct the management and policies of 
the other entity (for example, through the ownership of voting securities or other equity interest, representation on its board of 
directors or other governing body, or by contract).   

Agreement means the Commercial Card Agreement in each case as amended, supplemented or replaced from time to time. 

Applicable Law means for any country, all federal, state, provincial and local laws, statutes, regulations, rules, executive 
orders, supervisory requirements, licensing requirements, export requirements, directives, circulars, decrees, interpretive 
letters, guidance or other official releases of or by any government, any authority, department or agency thereof, or any 
regulatory or self-regulatory organization, that apply to a party’s obligations under the Agreement. 

Business Day means a day on which Bank is open for business.  

Card means a Network-branded card that is issued to Cardholders by the Bank upon the request of the Client and approval by 
the Bank, and includes any plastic card bearing a card number and Accounts with no associated plastic card, which includes 
Single-Use Accounts.  

Cardholder means:  (A) an individual in whose name a Card is issued, and (B) any person or entity authorized by Client or 
named Cardholder to use a Card. 

Cardholder Agreement means documentation provided by Bank to Client or Cardholder governing use of a Card by such 
Cardholder.   

Cardholder Credit Limit means the maximum spending limit established in relation to a Cardholder.  

Corporate Liability means Client is solely liable for the Transactions, subject to the Agreement and any Cardholder 
Agreement. 

Credit Limit means the maximum spending limit established for Client in connection with the Program.  

Cycle means the monthly period ending on the same day each month or, if that day is not a Business Day, then the following 
Business Day or preceding Business Day, as systems may require, or such other period as Bank may specify. 

Effective Date means the date indicated as such on the introductory paragraph. 

Fraudulent Transactions means transactions made on a Card by a person, other than Client or Cardholder, who does not 
have actual, implied, or apparent authority for such use, and for which neither Cardholder nor Client receives direct or indirect 
benefit. 

Joint and Several Liability means Client and Cardholder are jointly and severally liable for the Transactions, subject to the 
Agreement, and the Cardholder Agreement. 

MCC means merchant category code. 

Network means MasterCard International, Inc.  

Program means the commercial card system composed of Accounts, Card-use controls, reports to facilitate purchases of and 
payments for business goods and services, and related services, all as established in connection with the Agreement. 

Single-Use Account means a one-time virtual card number generated for a single transaction. 

System means the system through which Client can access Account and Transaction data and reports.  

Transaction means a purchase, a cash advance, fees, charges or any other activity charged to an Account in respect of a 
Card. 
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2. Conditions Precedent 

Prior to the commencement of the Program rendered by Bank pursuant to this Agreement, Client will provide the information 
listed on the Application, included with this Agreement, and additional documents as required by the Bank, and will certify to 
the accuracy of such information.   

3. Certain Bank Services 

A. Subject to prior financial, risk management and compliance approvals by Bank, Bank shall: (i) establish Accounts in the 
name of Client; (ii) issue Cards to Cardholders designated by a person authorized to bind the Client to these terms and 
conditions (an “Authorized Person”); (iii) implement the Credit Limits specified by an Authorized Person from time to time 
and accepted by Bank; and (iv) deliver Cards and billing statements only to a U.S. address.  Notwithstanding anything 
contained in this Agreement to the contrary, Bank shall not be obligated to extend credit to Client in violation of any 
limitation or prohibition imposed by Applicable Law or Bank policies and procedures.  

B. Notwithstanding the foregoing, Bank shall not be obligated to provide any Account to Client or any Client Affiliate or any 
Card to an employee or authorized representative of Client or any Client Affiliate or to process any transactions in 
violation of any limitation or prohibition imposed by Applicable Law, including, but not limited to, the regulations issued by 
the U.S. Department of Treasury’s Office of Foreign Assets Control (“OFAC”).         

C. Extension of Program.  Upon Client's submission of a request from time to time in the form required by Bank and following 
Bank's agreement to do so, Bank will extend Program to Client’s Affiliates.    Client is responsible as principal obligor for 
all obligations under the Agreement (including, without limitation, as principal obligor with respect to all payment and other 
obligations as the same relate to its Affiliates and their respective Cardholders and waives any defenses or offsets 
available to such Affiliates).  Client shall cause each of its Affiliates and their respective Cardholders to comply with the 
Agreement. 

4. Obligations of Client 

In connection with the Program, Client shall: 

A. Notify each Cardholder at the earliest opportunity:  (i) that Cards are to be used only for business purposes; (ii) of the 
Cardholder Credit Limit and any other applicable limit; (iii) of the extent, if any, to which Bank will provide Transaction and 
Account information to third parties at Client’s request; and (iv) to collect and destroy any Cards which are no longer 
required. 

B. Client represents that the Cards to be issued under this Agreement are substitutes for an accepted credit card or will be 
issued in response only to a written request or application for such Card, by a prospective Cardholder, which Client has 
obtained in accordance with the requirements of Section 226.12(a) of Regulation Z of the Federal Truth in Lending Act. 
Client further represents that Client will retain the applications (paper or electronic) for any Card, when such application is 
not provided to Bank, for a period of two (2) years after the application has been received and acted upon. 

C. Client will immediately notify Bank by telephone of any lost, stolen, misappropriated, improperly used, or compromised 
Cards.  

i. Liability for Fraudulent Transactions Following Notification.  Notwithstanding anything to 
the contrary contained herein, Client shall not be liable for any Fraudulent Transactions 
occurring on a Card after the effective time of such notification to Bank of such Fraudulent 
Transaction.   

ii. Liability for Fraudulent Transactions Prior to Notification. Subject to the terms and 
conditions contained in subsection (iii) below, Client shall not be liable for Fraudulent 
Transactions occurring on a Card prior to the effective time of such notification to Bank of 
such Fraudulent Transactions. 

iii. Bank reserves the right, in its sole and absolute discretion, to hold Client liable for Fraudulent 
Transactions should Bank determine that subsequent to implementation of Client’s Program 
and at the time that the Fraudulent Transaction occurred, Client failed to operate Client’s 
Program in accordance with Bank’s fraud reduction requirements as set forth below: 

a. Client must block high risk MCC’s identified by Bank and presented to Client; 

b. Client must maintain reasonable security precautions and controls regarding the 
dissemination, use and storage of Card and Transaction data; and  

c. Client must comply with all other requirements as Bank may reasonably require from time 
to time. 
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If Client fails to comply with Client’s obligations described in this subsection (iii), and Bank 
determines Client to be liable for Fraudulent Transactions, Bank will either: (i) invoice Client 
for the amount of such Fraudulent Transaction minus any amounts collected, or (ii) deduct 
the amount of such Fraudulent Transaction from Client’s rebate. 

D. Notify Bank of any Transaction that Client disputes as soon as practicable after the last day of the Cycle during which 
such Transaction is charged to Client and, in any event, within sixty (60) days of such day. Client shall use commercially 
reasonable efforts to assist in obtaining reimbursement from a merchant.  Client or, subject to any Cardholder Agreement 
and in the case of Cards under any Joint and Several Liability Accounts, the Cardholder, shall not be relieved of liability 
for any disputed Transaction if the charge-back is rejected in accordance with the applicable Network’s charge-back 
policy.  Bank shall not be liable to Client where notice is received after such sixty (60) day period.  Client shall not make a 
claim against Bank or refuse to pay any amount because Client or the person using the Card may have a dispute with any 
merchant. 

E. Unless previously provided to Bank, obtain and provide to Bank such information as Bank may reasonably request for the 
purposes of investigating the identity of an actual or prospective Cardholder or Client, evidencing authority for Card 
issuance requests, and assisting in any review of Bank by a regulator with relevant jurisdiction. Any information provided 
by Client to Bank shall be, to the best of Client’s knowledge, information and belief, accurate and complete in all material 
respects. 

F. Make payments for all Transactions posted to Accounts no later than the payment date (the “Payment Date”), as specified 
in the periodic statement.  In the event that Client makes payments other than as contemplated by the periodic statement, 
Bank may require, and Client shall provide, such documentation as reasonably required by Bank to reconcile such 
payments to the amounts stated as due in the periodic statement by the Payment Date.  Any amount due which is not 
received by the Payment Date shall be subject to the late fees and delinquency fees as set forth in the fees schedule of 
Exhibit A attached hereto.  If collection is initiated by Bank, Client shall be liable for payment of Bank’s reasonable 
attorneys' fees and other costs and expenses of collection. 

G.  In the case of any Joint and Several Liability Account, Client shall pay Bank within ten (10) days of written notice, for any 
Transactions not paid by a Cardholder within one hundred and twenty (120) days of the first billing in respect of the 
relevant Transaction. 

H. Unless otherwise provided to Bank, provide Bank with such financial statements and other related information requested 
by Bank in form and in such detail as Bank may reasonably request, from time to time.  

I. Client represents and warrants that it will use commercially reasonable efforts to ensure that such applicants to whom it 
requests Bank issue Cards and whom Client authorizes to use the Cards/Accounts are not identified on a prohibited 
government sanctions list, are not located or resident in a sanctioned country, or otherwise subject to a sanctions program 
applicable to Client.   

J. Adhere to, and hereby acknowledges the existence of, all license agreements, security procedures, and terms and 
conditions regarding the System. 

5. Credit Limits and Certain Bank Rights 

A. Bank may establish a Credit Limit and Cardholder Credit Limit and may establish other limits from time-to-time. Client will 
not exceed the Credit Limit; provided however, that if Client exceeds the Credit Limit, Client shall pay all amounts 
exceeding the Credit Limits. 

B. Bank may at any time:  (i) increase or decrease any Credit Limit or the Cardholder Credit Limit or any other limit in 
connection with any Card or any Account or the Program; (ii) refuse to authorize Transactions; (iii) vary the payment 
terms, or require the provision of security or additional security; (iv) suspend or terminate any Card or any Account; (v) 
decline to open any Account or issue any Card; or (vi) require MCC authorization restrictions in connection with a 
Program.  

6. Notices.  All notices required or permitted to be given under this Agreement shall be addressed as set forth above or as 

otherwise agreed in writing by the parties from time to time, and shall be effective upon receipt.  

7. Representations and Warranties.  Client represents and warrants that this Agreement constitutes a legal, valid, and 

binding obligation, enforceable against Client, in accordance with its terms, and that execution and performance of this 
Agreement: (i) does not breach any agreement with any third party; (ii) does not violate any law, rule, or regulation, or any duty 
arising in law or equity applicable to it; (iii) is within Client’s organizational powers; and (iv) has been authorized by all 
necessary organizational action.   

8. Fees.  Client agrees to pay the fees and charges incurred by Client as specified by Bank, from time to time, on a periodic 

invoice. The fees initially applicable are specified in Exhibit A attached hereto. Bank may change the fees and charges payable 
by Client at any time, provided Bank notifies Client at least thirty (30) days prior to the effective date of the change.  
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9. Term and Termination.  This Agreement shall have an initial term of three (3) years from the date first written above 

unless otherwise terminated pursuant to the provisions of this paragraph. Thereafter, this Agreement shall be successively 
renewed for one-year terms upon the anniversary of the effective date. This Agreement may be terminated by either party at 
any time for any reason. In the event this Agreement is terminated, Client shall immediately pay all amounts owing under this 
Agreement, without set-off or deduction, and destroy all physical Cards furnished to Cardholders.  Sections 4.B, 4.E, 4.F, 4.G, 
4.I, 7, 8, 9, 10.A, 10.B, 11, 12.D, 12.F, 12.G, 12.H, 12.K, 12.L, 12.M, and 12.N shall survive the termination of this Agreement.   

10. Limitation of Liability.   

A. Subject to Section 10.B below, Bank shall be liable only for Client’s actual damages which Client suffers or incurs as a 
direct result of Bank's negligence or willful misconduct and shall not be liable for any other loss or damage of any nature.   

B. TO THE MAXIMUM EXTENT PERMITTED BY LAW, IN NO EVENT SHALL EITHER PARTY BE LIABLE TO THE OTHER 
UNDER ANY THEORY OF TORT, CONTRACT, STRICT LIABILITY OR OTHER LEGAL OR EQUITABLE THEORY FOR 
ANY  EXEMPLARY, PUNITIVE, SPECIAL, INDIRECT, INCIDENTAL, OR CONSEQUENTIAL DAMAGES OR THE LIKE, 
INCLUDING, WITHOUT LIMITIATION, LOST PROFITS, EACH OF WHICH ARE EXPRESSLY EXCLUDED BY 
AGREEMENT OF THE PARTIES HEREIN REGARDLESS OF WHETHER SUCH DAMAGES WERE REASONABLY 
FORESEEABLE AND WHETHER EITHER PARTY HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES. 

11. Confidentiality.  Except as expressly provided in the Agreement, all information furnished by either party in connection 

with the Agreement shall be kept confidential.  The foregoing obligation shall not apply to information that:  (A) is already 
lawfully known when received without an obligation of confidentiality other than under this Agreement; (B) is or becomes 
lawfully obtainable from other sources; (C) is in the public domain when received or thereafter enters the public domain through 
no breach of this Section; (D) is required to be disclosed to, or in any document filed with, the U.S. Securities and Exchange 
Commission (or any analogous body or any registrar of companies or other organizations in any relevant jurisdiction), banking 
regulator, or any other governmental agencies; (E) is required by law to be disclosed and notice of such disclosure is given 
(when legally permissible) by the disclosing party; or (F) may be disclosed as provided in the Cardholder Agreement or other 
Cardholder-related documentation.  Notice under (E), when practicable, shall be given sufficiently in advance of the disclosure 
to permit the other party to take legal action to prevent disclosure.  Bank may exchange (and the Client insofar as necessary 
hereby consents to such exchange) Client and (to the extent authorized) Cardholder confidential information with Affiliates.  
Bank may also disclose confidential information to service providers in connection with Bank's provision of Program services; 
provided that the service providers comply with the terms of this Section 11.  Bank may exchange information concerning the 
Client or Cardholders with merchants and, in the case of Cardholder information, with the Client.   

12. Miscellaneous 

A. If any provision of this Agreement is found by a court of competent jurisdiction to be unenforceable, such provision shall 
not affect the other provisions, but such unenforceable provision shall be deemed modified to the extent necessary to 
render it enforceable, preserving to the fullest extent permissible the intent of the parties set forth in this Agreement.  The 
failure of either party hereto to enforce any right or pursue any remedy hereunder shall not be construed to be a waiver 
thereof.   

B. In the regular course of business, Bank may monitor, record, and retain telephone conversations made or initiated to or by 
Bank from or to Client or Cardholders. 

C. The terms and provisions of this Agreement shall be binding upon and inure to the benefit of Client and Bank and their 
respective successors and assigns. This Agreement, or any of the rights or obligations hereunder, may not be assigned 
by Client without the prior written consent of Bank. 

D. This Agreement embodies the entire agreement and understanding between Client and Bank and supersedes all prior 
agreements and understandings between Client and Bank relating to the subject matter thereof. 

E. This Agreement may be signed in one or more counterparts, each of which shall be an original, with the same effect as if 
the signatures were upon the same document.  Facsimile signatures shall have the same force and effect as the original. 

F. If applicable, to the extent that Client would have been able to claim sovereign immunity in any action, claim, suit, or 
proceeding brought by Bank, Client irrevocably waives and agrees not to claim such immunity. 

G. Neither Bank nor Client shall be liable for any loss or damage to the other for its failure to perform or delay in the 
performance of its obligations under this Agreement, if such non-performance or delay is caused directly or indirectly by 
an act of God, act of governmental authority, de jure or de facto, legal constraint, war, terrorism, catastrophe, fire, flood or 
electrical, computer, mechanical or telecommunications failure, or failure of any agent or correspondent, or unavailability 
of a payment system, or other natural disaster or any cause beyond its reasonable control. 

H. CHOICE OF LAW. THIS AGREEMENT AND ANY CLAIM, CONTROVERSY, OR DISPUTE ARISING UNDER OR 
RELATED TO THIS AGREEMENT, THE RELATIONSHIP OF THE PARTIES, AND/OR THE INTERPRETATION AND 
ENFORCEMENT OF THE RIGHTS AND DUTIES OF THE PARTIES SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE INTERNAL LAWS (AND NOT THE LAW OF CONFLICTS) OF THE STATE OF NEW YORK, 
BUT GIVING EFFECT TO FEDERAL LAWS APPLICABLE TO NATIONAL BANKS. TO THE EXTENT PERMITTED BY 
APPLICABLE LAW, EACH PARTY HEREBY WAIVES ANY AND ALL RIGHT TO A TRIAL BY JURY IN ANY ACTION OR 
PROCEEDING OF ANY KIND ARISING OUT OF, BY REASON OF, OR RELATING TO THIS AGREEMENT, THE 
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INTERPRETATION THEREOF OR TO ANY TRANSACTIONS HEREUNDER.  THIS WAIVER IS KNOWINGLY, 
WILLINGLY, AND VOLUNTARILY MADE BY THE PARTIES. 

I. Client acknowledges that Bank prohibits the use of Cards under any Accounts to conduct transactions (including, without 
limitation, the acceptance or receipt of credit or other receipt of funds through an electronic funds transfer, or by check, 
draft or similar instrument, or the proceeds of any of the foregoing) that are related, directly or indirectly, to unlawful 
internet gambling.  The term “unlawful internet gambling,” as used here, shall have the meaning as set forth in 12 C.F.R. 
Section 233.2(bb). 

J. International Transactions include any transaction made in a foreign currency or that is made outside the United States of 
America even it if it made in U.S. dollars. If an international transaction is made in a currency other than U.S. dollars, the 
Network will convert the transaction into U.S. dollars using its respective currency conversion procedures. The exchange 
rate the Network uses to convert currency is a rate that it selects either from the range of rates available in the wholesale 
currency markets for the applicable processing date (which rate may vary from the rate the respective entity itself 
receives), or the government-mandated rate in effect on the applicable processing date. The rate in effect on the 
applicable processing date may differ from the rate on the date when the international transaction occurred or when the 
Account was used. Bank reserves the right to charge an international transaction fee, as specified in Exhibit A.  Bank may 
charge a commission on the relevant currency amount at the rate provided to it by the Network as set forth in the fee 
schedules attached hereto. The international transaction fee will be calculated on the U.S. dollar amount provided to Bank 
by the Network. The same process and charges may apply if any international transaction is reversed. 

K. Bank may at any time offset any obligation of Client to Bank under this Agreement or otherwise against any obligation 
Bank owes to Client. 

L. This Agreement and Cards are non-transferable, non-assignable, and shall remain the property of Bank.  

M. USA PATRIOT Act Disclosure. Section 326 of the USA PATRIOT Act mandates that Bank obtain, verify and record 
information that identifies each business or person that opens a new account. By signing this Agreement Client agrees to 
provide and consent to us obtaining, if necessary from third parties, any and all information reasonably necessary to verify 
Client’s identity. 

N. This Agreement may be amended or waived only by notice to Client, in writing from Bank. 
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EXHIBIT A to the Commercial Card Application & Agreement 
INCENTIVES & FEES 


	Table of Contents
	Tab A: Transmittal
Letter
	Executive Summary
	Solution Overview
	Tab B: Questionnaire(s)
	Attachment 1: Vendor
Questionnaire
	Attachment 1-A General
Banking Services
	Attachment 1-B Lockbox
Services Questionnaire
	Attachment 1-C Purchasing
/Virtual Card & ePayables
	Attachment 1-D Stored
Value Cards
	Attachment 1-E Check
Printing Questionnaire
	Tab C: Requirements
Matrix
	Tab D: Confidential
Information Form
	Tab E: Schedule
of Fees
	Tab F: Implementation
Plan
	Tab G: Exception
Form
	Tab H: Redlined Version
of STCs
	Tab I: Financial
Statements
	Tab J: Business
References
	Tab K: Business
Continuity & Recovery
	Tab L: Retention
Policies
	Tab M: Proposed
Form of Agreement
	Tab N: Non-Collusion
Statement
	Tab O: Employing
Delawareans
	Appendix 1. JPMC
Bank Call Report
	Appendix 2. Sample
Implementation Plans
	Appendix 3. IT Risk and
Security Management
	Appendix 4. Business
Resiliency Program
	Appendix 5. TSS
Connectivity User Guide
	Appendix 6. Guide to
Insurance Certificates
	Appendix 7. SOC 1
Reports
	Appendix 8. Biographies
of the Relationship Team
	Appendix 9. Sample
Account Structure
	Appendix 10. Epson 360
Information
	Appendix 11.
Availability Schedules
	Appendix 12. Sample
ARP Reports
	Appendix 13. Lockbox
BAI2 Guidelines
	Appendix 14. Secure
Email Fact Sheet
	Appendix 15. Sample
SUA Implementation
	Appendix 15. Escalation
Process
	Appendix 17. Sample
Commercial Card Stmt
	Appendix 18. Sample
Card Agreements



