Benjamin Franklin: A Those who surrender freedom for| secur
either onebo

f Car Levin 19 September 2013« the whole issue of misinforming investors and the
public is conspicuously absent from the SEC findings ansettlement»

The size of the penalties is testimony to the great damage risky derivatives bets can do, and that's
important. However, the whole issue of misinforming investors and the public is conspicuously absent
from the SEC findings and settlement. @8l investigation showed that senior bank executives made

a series of inaccurate statements that misinformed investors and the public as the London Whale
disaster unfolded. Other civil and criminal proceedings apart from this settlement are continuing, so
there is still time to determine any accountability on that matter.

https://votesmart.org/publstatement/814938/levistatemenbn-settlemeniandpenaltiesin-
jpmorganlondonwhaletrades#.V1Ei4ZyLTMw

1 Theeconomistl‘?September 2013: Afwhen the fine is a

JPMorganChasewas deeply concernedaboutthe suspectrades,and far from being complacentlt
had ratchetedup scrutiny as problemsbecameevident. It has also beenforthcoming about what
occurred. It would be a surprise if any of the justification for the fines given during their
announcemergoesbeyondwhat JPMorganChasehasalreadysaid.Whatis unlikely to be mentioned
is the fact that the losseswere entirely containedwithin JPMorganChaseitself, with the bank
continuingto producerecordprofits.

All of this raisesa questionaboutwhetherlosing money itself hasbecomea crimed andwhetherthat
is a reasonableapproach.Ordinarily, advancingthis view would be JPMorganC h a sjebf st
A me r i large basksare now increasinglysubjectto broad and vagueregulations.Thereis little
doubtthatthe bankhadlittle choicebutto settle.In additionto the whalecase |t hasrecentlybeenhit
by a seriesof otherinvestigations.

Many of JPMorganC h a scendpstitorsprivately believethat the actionsagainstthe bank are less
retribution for any legal offense the bank might have committedthan punishmentfor Mr Di mo n
willingnessto attackthe delugeof rulesascounterproductive.And then,theysay,thereis theb a n k
ability to afford stiff fines.If so,thesefinestruly areacrime.
http://www.economist.com/blogs/schumpeter/2013/09/jpmoaiese

0s
0s

July 2012 earlier article

IT hasbeen a bumper summer for corporate fines and settlements. In the past three months alone firms
in Britain and America have agreed to pay out over $10 billion because of wrongdoing. But the
economics of crime suggests that fines imposed by regulatorseedyta rise still further if they are

to offset the rewards from lawbreaking. Theetd allegations of bad behawiare a familiar brew of
overcharging, miselling and pricdixing. Banks have been the worst offenders.

Assessed against this methodologyen apparently hefty fines look pretty weak. Recent big penalties
(see righthand chart) have been far lower than a crime calculus of this sort would suggest is needed,
even allowing for the fact that some firms, like Barclays, get discounts fop@&ming with the
authorities. Britain looks particularly lenient. Its antitrust laws impose fines of up to 10% of revenues;
American regulators levy penalties of up to 40%, and the European Commission goes up to 30%.

http://www.economist.com/node/21559315
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The facts

T 6tranche booko

Senaterepotd For exampl e, in the first half of 2011,
of its stress limits andhttributed t hose breaches to increased acti
(tranche) book 6 1266 The ClI O6s stress | imits were trigg

stretch, from January to June 2011.1267 The bank notified the OCC about thodérstressaches,

like other internal risk limit breaches, in thea n krdgslar Market Risk Management (MRM)

Reporting emails which listed risk limit breaches and inwieekly Market Risk Stress Testing
reports.1268 In those reports, the CIO attributeddll t he CIl1 O6s stress | imit D
Asynthetic credit (tranche book). 01269 In the fi
January 27, 2011the CIO continued to breach the limit for seven weeks in a row, peaking at 50%

over t he Itablenbftkeylit2n7sO o

Task Force report on this stress limit violatiorii95 An earlier limit breach within CIO appears to

have been part of the impetus for a review of C
Risk in the summer of 2011, described belB&ginning in March 2011, Cl Obs aggregate
limit was in brech for some timeThe breach, which was discussed among the Chief Investment
Officer, the Firmwide Chief Risk Officer, and the CIO Head of Market Risk, appears to have been
caused principalhby activity unrelated to the Synthetic Credit Portfolio, in CIO6s i nternat i
rates sectotable_of key items

Senate report:fi f o0 o0 1960:012/22/2011 email from Javier Mar#mtajo, CIO, tolna Drew and

John Wi | mot , 1 Qta@he BdokR WA -LIPMSI 000003034, at 033.See also
12/22/2012 email from Javier Martifrtajo, CIO, to Bruno Iksil, PatriciHagan, Julien Grout and
SamrRt el , Cl-05: ARuw ag, €OPEIFORD1227 (requesting specific estimates for the
amount of RWA reduction that could be achievedebg c h of the | isted fAmodel
end of the fi rtable ofdkeyaitetiser of 2012) .0

Senatereporti The n dandaryd%2012 to foll ow up on the-prior
Artajo sent Ms. Drew an email describing four s
discussed during the meetiniina, [ A] s a f ol l ow up from yvesterday]|

trandhe bookl would like to further clarify the different scenarios and assumptions for each of them.
The first scenario is the one discussed when you were in London an[d] is a scenario that we reduce our
book to the agreed [RWA] target at year end 2012 db BIn but the current model used by QR
remains. This ... strategy ... would have high trading costs and a higher risk profile so that we could
also have darge drawdown[ | o $ablg of key items

Senate reportii | n e-raail to Mr.Hoganon January 20, Mr . Gol dman e
of fsets to reduce [the CI O] VaRO0O were happening
VaR model, MrWeiland informed Firmwide Market Risk that CIO was in the final pbasf a model
r evi e wnew \taR madel for the tranche book (meaning the Synthetic Credit Portfolio)and
that the new model was expe ddbledf keyoitemsesul t i n a |

Senate report Mii Goldman conveyed the same argument to his boss, Chief Risk Officer John
Hogan: AiTwo 1 mportant remedies are being take][n]
VaR are happening daily. 2. Most importantly, a new improved VaR model that CIO has been
developing is in the near term process of getting approved by MRG and is expected to be implemented
by the end of January. The estimated impact of the new VaR model based on Jan 18 data will be a



CIO VaR reduction in the tranche book by 44%to [$]57mm [milion], with CIO being well under
i ts over altdble bfikayiiterss. 0 9 85 0

Senate reportii 4 5  @nlFebouary 3, Mr. Wilmot sent an email to Mr. Braunstein requesting

fapproval t o raise [ Cl Ol66s7 bMd Qilndt explided that it vaZ & n t o
fone quartamndrelaesCbO believed they were fAon t
2Q124 Q1 2. 6 Mr . Wil mot iwessecohBitd&€ldtO iwast he RWA

MTM book, specifically the tranche bookwhich is where [CIO hoped] to continue to achieve
significant reducttabterobkey lemoughout the year . o

Senate reporb On March 2, 2012,a QR quantitative expert, Kevin Krug, wkas responsible for
running the CRM calcul ations, emai l ed Pete Weil :
CRM results for January and February.1080 Mr. Weiland expressed surprise at the huge CRMfigure
and questioned t h,dlundestant thesn, suggdsttletsthere are scanariossvhere

the CIO tranche book could lose $6 billion in one year. That would be very difficult for 8 to

i magine given our own analysis of the portfol i
Martin-Ar t aj o, head of the CIl O6s We gpusomheyCRM nuthbersr e d i t
and they look like garbageas faraslcantell-3 x what we saw before. 01082
Subcommi ttee that by figar bargnedgativdy but ratleeathat they weet t h e
unreliable.108ble_of key_items

Senate reportfiFootnote 675T he ref erence to A6 bpsod is to a po
Group which allowed the CIO to report detiva values for the IG credit index that could vary from

the midpoint market prices by up to 6 basis points.452@2012 email from Jason Hughe£IO, to

Edward Kast | , GQOr&iaodexgaachTratcheaBsak,0 RCIPMMSEH 0006636639,

at 636 (Isting tolerance levels for 18 credit derivative positiors)le _of key items

Senate report iiMr. Braunstein and Ms. Drew met the following day, on April & Mr. Braunstein

asked Ms. Drew tprovide a detailed overviewo f t he Synt hetic Crbgtledé t Port
following Monday,April 9. Later on April 6 Mr. Braunstein sent Mr. Dimon a brief update on his
discussionsthat day regarding the Synthetic Credit Portfolio. He informed Mr. Dimon that he

Al s] pokira. Would like to add a liquidity reservers for [the] Series 9 Tranche Book

(approx_150mm). Wilmot will be sending ena i | detailing analysis. o Mr.
Mr. Dimon of the overview he had just asked Ms. Drew to prepare by April 9, aed #uat he was
Aworking with [the I nvestment Bank] to make su

[l nvest ment éBarSledpalr abedb ly t h icaokdinatirg betweendhe €10 | o0 o k
and [Investment Bank] approaches Have talked to John Hogan @li this as
w e |74abled of key items

Senate report Omi April 20, 2012, Daniel Vaz sent an email to the CIO with a subject line
AURGENT @ :: Huge Difference for i Traxx & CDX
marks.778 The CIO collateral disputes were so large that even JPMorgan Chase senior personnel took
note. On April 20, 2012, Chief Risk Officdohn Hogan sent an email to Chief Financial Officer

Douglas Braunstein statingii Thi s i snodt a Qg o ood pregasgian the firancher r v a |
book in CIlO. | 6 m g®iTmedargésbsingle dispute involveld &lorgan Stanley

which contested credit derivative valuations that it contended were overstated by more than $90
million.780 Morgan Stanley told the Subuomittee that the marks it had assigned to the derivative

positions in question were in line with JP Morg:
the marks used by the CIO.781 It explained the problem in an email sent to JPMorgan Chase as
follo ws : iWe completed our initial anal ysifthe and it

tranche is done through the CIO desk vs the JPM dealer deskVe [Morgan Stanley] have



significant MTM [mark to market] breaks on positions facing the CIO tradeyeas trades facing
youl[r] dealer desk are very much inlined  TaBI@ of key items

fTo6special valwuation processb©®6

l na Dr ew: Afan extra basis point you c
to showbo

Senate Report:ii f o o%7h d4/19€012 Subcommittee transcription of recorded telephone
conversation among Bruno Iksil, Julien Grout, and Luis Buraya, CIO~QR)4A 00000018 Kr.

Iksi: héwe have to be caref uMr,Burayati |t cc alme | textgi s é&r ¢
headline6 JP Morgan is hoarding cash. They are not ma
it happeningoé Mr. lksil: A éal | we h asticle to buo method. liagree, not change

anything. | think our method is goodr. Buraya: fi € we d exerdisé on Monday [April 23], or

we are marking where we see it. We give it to JasonMr. Iksil: 7 é a iif they want us to line

500 [million] lower, so be it. So be it. RightT her eds not hing wrong with it
the probl E&meg Bl gbt Ad PMogquwamt are st ead elst ,i rsitt i ng t
(7/13/2012)able_of key items

Senate report: o 773 See 4/ 2J0PM0oOrlg2a ne ntahials ef, r ofinh aMm
Collateral CallDispg Report plus Update on Coll at eCl@l Di sp
0003590596, at 592. See also 4/20/2012 email from Mark Demo, JPMorgan Chase, to John Wilmot,

Cl O, and ot her s, ALar gest pug @pdaohdolkateral DiaputesCal | D
Reported to Supervisors 0 -CIPASFH 00001410 1 51 , at O Iwkekly epgofthat s i s a
we in IB Collateral produce that reflects the 10 largest collateral disputes for the week. You should

know that in our top 10 this week, we leaguite a few disputes that are largely driven by mtm [mark

to market] differences on CIO London trades. If | look at the total mtm differences across the CIO

book facing the 61571 the mtm difference totals over $500MM.é The col | at er al t
provided a time series which shows the overall differengewing through March to
approx[imately] $500mm at March month end. March month end was tested as satisfactory by

VCG. 0) . Thi s e mailha Drew and lfvin Geldmand @@, ort 423/2012 See also

4/ 23/ 2012 emai l from Ina Drew to |Irvin Gol dman,
plus Update on Coll ater al D iCHOfPGHH ®G001RIESh, @atrlfile d t o
table_of key items

Senataeport: iiFour days laterpn April 17, 2012,in a recorded telemme conversation, Ms.

Drew told Mr. Martin-Ar t a[j ®]:t afir t getting a Ilittle bit o]
know, an extra basis point you canvwWwnak at
asked about this telephonenversationMs. Drew told the Subcommittee that the traders

had told her they were bei ayshéwantedshemtohe i ve i
more aggressive Al f the position i s wsaldashetwamedthdmo me a
to fnsheoHeri tr.eccommendati on déakd tthhe m@drOk st,r adse
explandion that she wanted them to be less conservative in their analysiprovide

additional evidencef the imprecise and subjective natue of the marksassigned by the

bank to its credit derivativholdings. On April 17, the SCBhowed a gain of $10 million,

after eight consecutive days of losgesble_of key items




Ms. Drew told the Subcommittee thatthe traders had told her they were being
Aconservati ve éigeethelsenatdrepdrt actdalftranscriph below

Ms. Drew: | saw Hogan. | delivered the message on what we can and cannot deliver on limits this
week or next. That we are doing appropriate review, that there is a divergence between the
single name system that's [Indecipherable.] the number and the index systeand he needs to

take the pressure off in terms of penciling in a number quitktyMartin -Artajo: OKk. Ms. Drew: |

think he's fine with that. And what we can pencil in, we will, ¥mat don't have to do everything

And then | just wanted to get a really brief update on, you know, what the P&L might look like.
looked like the curve, the forward curve was flatteninga little. Mr. Martin -Artajo: Yes. We are

going to be showing a slight positive tod&yust want to confirm thawith Bruno. | think we are

going to be up like somewhere around $20 million today, ok? So this is the first, this is a big event for
us, becase we are starting to get money back. The guys are a little bit unsure, because we are not
trading in the market. Maybe, maybe, maybe there's a little bit more money in the trade. I, | want them
to just show me what they think is for sure, ok? So | thvekare going to be up probably somewhere

in the $20 million, ok? Somewhere around tids. Drew That, that's on the curvé@r. Martin -

Artajo : That's on the curve. It's a little bit on the curve. And, you know, if we mark the full, the full, |
think, | think, to be honest with you Inaje don't know where the market is trading,so really Ms.

Drew: | understand.

Mr. Martin -Artajo: Because the bid/offer spread is a little bit wiils,getting better every day so

we are within the bid offer spread.Now, that means that probably the real P&L is probably like

$50, but I'm going to show about half of that, ok just want to make sure that we don't, because |,

I, I really want to make sure what we put in thelP&hat we know for sure. And, so we are, but it is
very important, because this is the first day that weltg®u forget about the idiosyncratic thing that
happened yesterday in Rescap, | metis is athis is a market that actually is starting to rade a

little bit better for our position. It is slightly better . I'm not saying that this is going to be a fast
process, but it, it is important that we start getting positive numbers now, MghDrew: The curve

that | put on, Menashe put on the scre@ for me with Julien's help, that it was starting to, point
upwards slightlyMr. Martin -Artajo : Yeah. Yeabh, it is starting to get a little better. The only thing is

| don't know how much it's trading and | don't want to, |, I, | don't want to show theuR&lLthese

guys confirm. | mean we are normally quite conservative in that. And, and |, you know, you know, if,
if, if the price gets outside the, the kifer spread, then we mark that, ok? S®3 bps as you know

is 150 bucks. Ms. Drew: YeahMr. Mar tin-Artajo: So the instruction to yothat we have here is
probably aound $100 million, ok? So | don't want them to show $100 million today if they are not
sure, ok? So, so just for you to know that, you know, it's about, you know, you know, if thasi is, y
know, we need to have a real, sort of 3bps move to, to, to recognize that. | hope it happens and, if it
happens between now and the end of the day or, or, whenever it happens, I'll show you. I'll let you
know, ok? I'll send you an email when, if, ifrilgs are improvingMs. Drew: Here's my guidance.

It's absolutely fine to stay conservative, but it would be helpfuljf appropriate, to get, to start
getting a little bit of that mark back. Mr. Mart#rtajo: Exactly, | knowMs. Drew: If appropriate, so

you know,an extra basis point you can tweak at whatever it is I'm trying to showyou know, with
demonstrable data and if not, then the description is, you know, we have a conservative mark but the
curve is starting to trend [IndecipherableMir. Martin -Artajo: Ok, | will write that. | will write that.

It's just that | don't want to do it until I'm sure, ok? Becausellkhow that we need this. | know

that we need the reversal, and it does help our case enormously, righttarts to give us a little

bit of credibility that I've lost by, by explaining this in, in, in such a bad way, really.

Senate report Page 56pon American Airlines bankuptcy filing in late November 201D Ina
Drew told Jamie Dimon that the gains were about $400 milliontriggering a massive
payout to the CIO and others holding the short side of the positidhe CIO traders later
claimed internally that they made $550 milliongzs but did not record the profits all on
the same daysasifitable d_key_items




Senate report page 138: fiAccording to Ina Drew, the large collateral disputes generated a
series b questiongnternally about the CI® valuation proces§he told the Subcommittee
that Jamie Dimon fifelt that one way to find out [about the validity of the disputes] was

to ask Mr. Macris, Mr. Martin, and Mr. Iksil to narrow the bid -offer spreads Overa
period of a few days, you should seaarowing of the disputes. Then we would find out if
the disputes were real or nots

Defend the P&L

Senate Report: Footnot&/7: iiSee, e.g1/30/2012 email from Bruno lksil CIO, to Javier Martin

Artaj o, Cl O, itherecobsemar edi-QGRDIoEMDOYGPMAN ( hEH

have a huge skew trade on and tkdy defend it as much awe do ....It is pointless to go for a

fight. 0 ) ; 1/30/ 2012 emai l f r o m-ArBajo,uChOofi clokrsei | ¢ r-edlia,, ot

CIO-P S | 0 0 Ghey2r@aby py(shiagainst our positions here everywhdtesre is more painto
comein HY t00.0 )table_of key items

senate r epor 1/31/2062ermar tvameBruko 7k8il CiiO, to Javier MartArtajo, CIO,
fihell o, quick updalCP SIin 0cOodniedt209SMGIANE advisédihBat Me
set the book for long risk carry the time for us to see whether we really need to fightinmarsd ) . 0

Task Force Reportd
December 2011

One of the tradersraised concerns with senior members of the Synthetic (JPedifolio

team aboutP&L volatility that could accompany an effort to reduBRWA by selling
protection.

January 2012

On January 30pne of the traderswrote to another trader expressing conceinsut the

lack of liquidity in the market and the fact thany additions to the positions
notwithstanding any nederm benefits, would ultimately increase thgks and size of the
Synthetic Credit Portfolio, as well as its sensitivity to priceves and trading costs.

On January 31, a senior member of the Synthetic CrediioRoteamforwarded to Ms.

Drew an email exchange between himself amge of the traders whichincluded an email

from another of the traders. Thanior memberexpressed theiew that the Synthetic Credit
Portfolio was not behaving as intended arat timancial performance waswo r r i;$he me 0
trader 6s -mail doted thaghe losyes were large because the notional size of the
positions was large and thathe Synthetic Credit Portfolio was losing money on a number of
positions.

February2012

On February 2, according tme of the traders he advised Ms. Drew and anothexder

that the Synthetic Credit Portfolio could experience additional loss&4G million, and
explained that it was possible that they did not have the loglgt position in light of the
characteristics of the K8 position and the relevantarket dynamics.

Task Force reportfiThroughout February, the traders continued to atta their investment
grade longpositions, and also at this time began to sigaificantly to theirhigh-yield short
positions. Itappears that among the reasons for at least some of thiggtatd possibly
other tradingduring the first quarter) wasthatth e t rader s sought to

~
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or Adef endThe pheme vil& hot defined in a consistent way by the traders who
used it, but it appears to beresponse to one or more concerns expressed by thestrade
throughout much of the firgfuarterotable_of key_items

Exhibit 15 UsSenate report March 2013

fiFrom: Achilles Macris

Sent: Thu, 01 Mar 201211:10:42GMT

To: 'Martin-Artajo, JavierX' <javier.x.martinartajo@jpmorgan.com>

Subiject: priorities

Hey Javer,

Herear e s o me Fobue anghe metrics aAd P+L of the synthetic book.l _am
worried that the $20b RWAcommitted be yeatend, istoo aggressivelf we need to
Actually reduce the book we will not be able to defend our_positions.... We need towin
on themehodologyandthenthe diversification. Hogan, doesmibt understand thieook and
it should be explained through Ashley etc. Let's meet Ashleysoonest.As this would be
driving all thingsimportant to us, ivould be important tdocus on the P+L and the post
methodology RWA, 'should be whait takesto achevethe P+L ... .. We needto find a low
RWA spread trade for size Something between George aholga Maybe Austiia or EU,
and buy $15b spread witow RWA ..... OR, stepin 'and buy the RMBS at new tightsif
you thinkthatwould generatéssuance... In Credit, to focus on some MtM low hanging
fruit.. .... to assist the B/EHor Bruno etcThanks,Achilles . , table_of key_items

Task Force ReportiOn March 1, the day after the ClIO Business Reviaw,executive with
responsibility for the Synthetic Credit Portfolio e-mailed one of the traders to express
concern that if the trademseeded to fA[a]Jctually reduce the
order to decrase RWA, theywoul d not be abl e t dhisfednalf endo
appears to address the concern that annwind of positions to reduce RWA would be in
tension with fdefTheedecutivg therdfoheeanforedsthe trader famong
otherth ngs) that CI O wométdhdhdwoleogywyo fiiwh normder hteo
table of key items

Task force report fiThe trader described his plan in a series-ofadls to another trader. On

March 15, hesentan ana i | expl ai ni ng the botution: fetfthe pbdok ren [ ] ma
off. So | prepareift or t his outcome. o6 Similarly, on Mar
traders thathipr oposed st letahe glLyfluctwaeswhile aot defending, just

maintaining theupsideon def aults over time.o0 Further,
amounts to be longer risk ahet the book expire carrying the upside on default: | think we

own [] a very good position forsize that is also significant . table.oDkey items

Senate reportiiOn March 23, 2012, Ms . Drew ordered the C
downo a tradingsotAccprding to Ms. Drew, she took that action during a video
conference meeting witiClO personnel in London attended by Mr. Macris, Mr. Martin

Artajo, Mr. Iksil, and other ClGstaffss1 She explained that Mr. Martin-Artajo had told

her that they were trading i n st2Ne Drenasait et t o
that he had told hethat counterparties wermcreasingly pushing the valuation of the
positions,andby fAdef endi ng, 0 Gshii@blewfokaylitdmspush back.

US GAAP standards



1993 AGroup of 300 report Weatherstobey JPMM@rgah Vol c
CEQC: i

Derivatives portfolios of dealers should @ued based on miemarket levels less specific
adjustments, or on appropriate bid or offer levels. Mitharket valuation adjustments should

allow for expected future costs such agarned credit spread, cleset costs, investing and

funding costs, and administrative codtable _of key_items

Page 58, the report detai |l dankingsectotb est pract.i

1 Independent risk management function (analogous to credit review and asset/
liability committees) that provides senior managemealidation of results and
utilizations of limits.

1 Independentinternal audits wh i ¢ h veri fy adherence t o t
procedures.

1 A back office with the technology and systems for handling confirmations,
documentation, payments, and accounting.

1 A system ofindependent checks and balances throughout the transaction process,
from front -office initiation of a trade to final payment settlenent.
fitable of key items

OCC October 1993 report page 20: A

The operations department, another unit or entity independent of the business unjt
should be responsible for ensuring proper reconciliation of front andback office
databases on a regular basis. This includes the verificatipasitfion data, profit and loss
figures, and transacticby-transaction details.

Banks that engage in financial derivatives activities should ensure that the methods they use
to value their derivatives positions are appropriate and that the assumptions underlying those
methods are reasonable.

Dealers and active positiortakers should have systems that accurately measure the value of
their financial derivatives portfolios. Tharicing proceduresand models théank chooses
should be consistently appliedand wellddocumented. Models and supporting statistical
analyses should be validated prior to use and as market conditions warrant.

The best approachis to value derivatives portfoliobased on midmarket levels less
adjustments. Adjustments should reflect expected future costs such as unearned credit
spreads, closeut costs, investing and funding costs, and administrative costs. Most limited
endusers (and some traders) may find it tomstly to establish systems that accurately
measure thaeecessary adjustments for miemarket pricing . In such cases, banks may price
derivatives based on bid and offer levels, provided they use the bid side for long positions and
the offer side for shorpositions. This procedure wikknsure that financial derivatives
positions are not overvalued

Banks adopting mianarket pricing should recognize thatid-market prices are not
observablefor many instruments. In those cases, banks should derive unbsisedtes of
market prices from prices in similar marketsfimm sources that are independent of the
bank's traders. The bank's operations staff should develop procedures to verify the
reasonableness of all pricing variables or, if that is not possibdeid limit the bank's
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exposure through position or concentration limits and develop appropriate reporting
mechanisms.

Traders may review and comment on pricesWhen material discrepancies occur, senior
management should review them If, in_an extenuating drcumstance, senior
management overrides a back office estimate, it should prepare a written explanation of
the decisionotable of key items

Senate Reprt footnote 675 The reference to A6 bpso is t
Valuation Control Group which allowed the CIO to report derivative values for the 1G

credit index thatould vary from the midpoint market prices by up to 6 basis pointsSee
4/20/2012 email from Jasd¢htughes, CI1 O, to Edward Kastl , JP
and Tr anc h e Cl®PRSbH Q0@638689Mat 636 (listing tolerance levels for 18

credit derivative positionsjable_of key items

Task Force Report on 30March: fiMr. Goldman pressed the trader for estimatesand he
respondedthat he was expecting the losses to be significant because he would not be
idefend[ing] o6 the position. He further statec
the positon,and added that they should have fAstopp
just rebalanced t he [ &iernlischasketir.cGol@mae (@hothadPor t f o

call ed him at Msotto ddarethedesestimateq with 8$. Prew because the
markethad not yet closed and, giventhd z e of CI Odginall mpwersenttcouln n s |, a
result in a significant change in the profits and losses Ms. Drew told the Subcommittee

that, in her viewiy ou buy or sel l somet hing based o

po s i tsés oam, @pproach that Mr. Iksil confirmed as reflective of her
philosophyssstable of key items

Senate report footnote :742 See 3/30/2012 email exchange between Irvin Goldman, CIO,

and Javier Martin-Artajo, CI1 O, AAny bett e+ ClOOQBYB4L 65 a6 Nbar
further progress on estimate A3 .1 Wmeht iupne
Kei t h, l na wants a summary of breakdown whe
See also transcriptf recorded telephone conversation between Irvin Goldman, CIO, and
Javier MartinArtajo, CIO, JPMCIO 0003555 and JPMIIO-PSFA 0000 M6 9 (A
Goldman:il na just called meéshe was curious if
the day is going to look i ktable of key items

Senate reportiCont r ol | er 0sThAess@aesmeall er 6s of fice
reviewing the Cl O06s mnmaalkesApnl emaibrespohding té @ vankl 201
coll eagueds ClInmOPwi rvyaliumttd othher acti ces, an an

valued the SCP positions March: iiThere were differences between the [CIO] desk and

the independent marks at month ed. The desk marked the book at the boundary of the

bid/offer spread depending on whether the position was long or short. We then applied a

tolerance to make sure the prices were within tolerance and the majority of positions

were. We had a small number pbsitions where they fell outside these toleranceshande

the adjust mentswltmaanaowtalserpasmaidl. 0 t he same a
month end the CIO FO [front officeharked their book at the most advantageous levels based

10
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on the positioa they held in specii ndi c e s aaodhede eraailsshow thdtydate

April, the Controllerds office was fully awa
Amost advantageous o0 paftherelevantfbmhsk sprdacto Valoegs n d ar y ¢
derivative positions, and that the CIO prices diffelienin the values being assigned to the

same positions by i otdbe pfekeydtemst 0 pri cing serv

NBIA

Senate reporfiln fact, theoriginal authorization for the CIO to trade ircredit derivatives
indicated that the€lO shouldus e t he | nwanarksmeecatsiteBavestnént
Banker was a market maker in the productrzetable_of key items

Senatereportl s t he OCC d6dunawar ed?

filn 2006, JPMorgan Chase approved a request by the CIO to create a new credit derivatives
trading portfolio as part of an i nternal A
Typically, the bank does not share NBIAs with the OCC, and the OCC told the Subcommittee
thatit was unaware of whether it received a copy of the 2006 NBI#hat gave rise to the

Cl O6s Synthetines Credit Portfolio.

1217 Se&/17/2006New Business Initiatie Approval Chief Investment Office, JRG10-PSIHH
0001142; see also Chief Investment Office New Business Initiative Approval Executive Summatry,
JPM-CIO-PSHH 0001354.

1218 Subcommittee briefing by the OCC (11/29/2012) (Fred Crumlish). See also, é{0B521

emai | from Fred Cruml i sh, ocCcCcC, to El wyn -Wong,
00003507 at 3508 (e scri bing the OCCO6s (¢ e-hedgeadainshtearedtne ss o
ri sk of the bankoés bal ance shegin 2003 and OO r ed i t
table_of key items

Senate report: i

AValuation Clodtirolnot a market maker and us:
and valuation systems to transact its products. As such CIO is a price takeising prices
andvaluation inputontrolled and determined by the market making businesses of the

bank. Cl O6s Valwuation Control G r priaing adpisineentsd i nat c
are identified from the month end price test processniarket naking groups in the
Investment Bank, that where CIO hslthe sameositions the adjustments are also discussed

with/ applesed to CIl O. 0

Il n November 2007, JPMor gamu@Ph aoend@s cit mtde rama la
Gl obal Credit Tr adifinkgi,ros tc hTairnaec tReerviizérodget fi t N eans
orServamddeo audit report stated: raliCtadef | nve

activities commenced in 2006 and are proprietarnyposition strategies executeth credit

11
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and asset backedndi ces. 0 The audit made no menti on
protection, and containedbo analysis of the credit trading activity in terms of lowering

bank risk. It also did not identifyany assets or portfolios that wdreing hedged by the credit
derivatives. The audit rated tl@l O6s ficontr ol environmento as
among other matters, that ttel O6s Val uation Contr ol Group
Acal cul ation errorso wh e rerivaBvesko: n g he prices
Footnote 201 11/29/2007i C1 O GI| ob al Credi t Tr ing, 0o JPI
Department Report, JPRZ10-PSFH0006022023

t
ad

Footnote 210fASubcommittee interview of Mike Sullivan, OCC (8/30/2013)22/2008
AChief InvestBesti n@cki dai Nipwmteipae edppiyoalO, O c
and Equity Cd&pH008163L,tatypAo p®CC of t he NB- form
| mpl ement ati on Reviewo which was fAto be c¢omj
blank. Id. at 190table_of key items

Tas k fexpectatorsofin 2013 .

Notwithstanding any genuinely held views on the validity of quoted prices or the integrity of
counterparti es bothtUrSa@GAAR and Birmtpolieyirdquiredsthat ClIO

make a goodfaith estimate of the exit prices for a reasonably sized lot of each positign

and assign values reflecting those estimates.

Footnote5Nei t her U. S. GAAP nor the Firm policy r
mi_d #ccaunting Standards Codification paragraph-82853 6 C not es t hat A f
a liability measured at fair value has a bid price and an ask price (for example, an input from a
dealer market), the price within the fagk spread that is most repnetsgive of fair value in

the circumstances shall be used td03mHLBASuUre f
notes thatmid-mar k et pricing i_s not precluded fro
expedientp such conventi ons ahestimatestof the eapgrapriateeexit a n d
price are necessary.

Footnote 60Seen. 59.By convention, the exit price is estimated for normal trading size,
andCIO was not required to estimatethe prices it would have receivéddt attempted to
sell its entire (arge) position at oncetable_of _key_items

ClOis a client of the IB forits collateral and margin calls

OCC October 1993 report: Page 21

AParticipants in the financial derivatives markets have experienced significaniosses
because they were unable to recover losses from a defaulting counterpaviyien a court

held the counterparty had acted outside of its authority in entering into such transactions.
National banks, especially dealers, should ensure that their caamitshave the power and
authority to enter into derivatives transactions, and that the counterparties' obligations arising
there from are enforceable. Similarly, a national bank also should ensure that its rights with
respect toany margin or collateral received from a counterparty are enforceableand
exercisal®. The bank should be able touse such margin or collateral to offset actual
lossesupon the default of the counterparty. A national bank also should reasonably satisfy

12
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itself that the terms of any contract governing its derivatives transactions with a counterparty
are legally sound. This is especially important with respegirdoisions governing (i) the

timing of the termination of outstanding transactions and (ii) the calculation of
settlement amounts payabléo or between parties upon the termination of a transaction or an
agreement.

The Board of Directors should ensure that the bak maintains sufficient capital to
support the risk exposures (e.g., market risk, credit risk, liquidity risk, operation and
systems risk, etc.) that may arise from its derivatives activitiesSignificant changes in the

size or scope of a bank'’s activite@sould prompt an analysis of the adequacy of the amount of
capital supporting those various activities by senior management and/or the Board of
Directors.

Douglas E. Harris Senior Policy Advisor to the Comptrditable_of key items

Senate report page BThat change in valuation methodology resolved the collateral valuation
disputes in favor of th&€1 O6s counterparties and, at t he
mismarkingotable _of key_items

Senate report page 15fHid Massive Losses.JPMorgan Chase, through its Chief

Investment Office, hid ove$660 million in losses in the Synthetic Credit Portfolio for several

months in 2012, byllowing the CIO to overstate the value of its credit derivatives; ignoring

red flags that the values were inaccurate, including conflicting Investment Bank values and
counterparty collateral disputes, and supporting reviews wh i ¢ h exposed t he
guestimable pricing practices but upheld the suspect valtsse of key items

Senate report Page 30Toflensure paymentof the amounts owed, the parties often require
each other tpost cash collateral with theamount of collateral changing over time in line
with the changing valueof the credit default swaptable_of key items

Senate report page 10GiBecause derivative values often fluctuate, parties to a derivative
agreement oftengaee topost cash collateral on an ongoing basis to cover the costlofgset
the derivatives contracThe amount of cash collateral that has to be posted typically
changes periodically to reflect the fair value of the derivativestable_of key_items

Senate ReportiiHowever, ly 2012, theCl O was not using the I nves
(if it ever did), leading to_a growing valuation discrepancy between the two_entities
within_JPMorgan Chase. This discrepancy not only drew the SCP_valuations into

guestion overall they also caused problerhecause th€lO and Investment Bank were

sometimes on opposite sides of the same credit derivative tra@dmdsettling those trades

using the Investment Bank marls would result in much larger losses for the SCEhan it

would otherwise record using its own, more favorable marksble of key items

Mr. Macris and Mr. Martin_-Artajo communicated a variety of concerns in_emails and
telephone _conversationsincluding that the InvestmentaBk was competing with the CIO,
assigning unfavorable marks to positions where the SCP_held the opposite side of the
trade,anddi scl osing information about larpeesinCl OO0 s

13
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responsea senior Investment Bank executive, Daniel Pmovestigatedhe allegations and
determinedhey were untru@table of key items

Senate report second batch of exhibits disclosed in Nover@b@rl 3 : i
From: BatesPaul T

Sent; 22 April 2@ 13:32

To: StephanKeith~Macris, Achilles OMartin~Artajo, Javier X

Cc: Lewis, Phil; Enfield, Keith

Subject: Fw: Largest OTC Collateral Call Dispute Report plus Update on Collateral Disputes
Reported td&Supervisors

Below is Fridays mail from the collateral team that raisedissue. It breaks out the overall
disputes as at 18 April &#515mm per cpABS mtm of thee positions is approx. $39bn
differenceis only 1.5% of this), Morgant8nley is the bigge dispute at $117mm this is what
triggered the collateral reviewlhis is mostly tranches as it is on our bilateratrading and
the majority of the index trades are facing ICE The bggest difference bynstrument is the
Itraxx Series IG |§ear22~I00tranchewhich is approx $95mntCollateral disputes are not
uncommon at the firm level We dooccasionally get collateralisputes~the bau process is
for MO to check the bookings and tie out positions fmmd/CG to confirm the mark. MO
have confirmedvith the collateral team that the positions have been fully digdwith the
counterparty othethan a very small number tfades with an immaterial variance that have
parameter breaksCurrently VCG are working on validating that the book is marked
within thresholds{focusing on the top 19 instrumedifferences which is about 90% of the
total) and are looking to completing this tomorrow morning. The sieske given théoreak
down on Frilay as well. VCG will also look at any findings from their workveal. The
collateral team also provided a time series which shows the overall difference growing
through March to a approx. $500mm at March month end. March month end was tested
as satisfactory by VCG

Thanks

Paul»table of key_items

IB FVP: CIO Front Office does not use Totem or MarkIT for estimate P&L

Senat e r epoin20i®agdO intérral progedure for testing the accuracy of CIO

asset valuations statédh dijndep@ndent and reliable direct price feedsare the preferred

method for assessingluation. In general, third party prices/broker quotes are considered the

next best pricings o u reelet. 6al so i ndicated that the CIl 06
independent and reliabldirect price feedfromt he #AFi nance Valuation .
(6FVPO6) within tohef olrn viessetl neecntt (Bah kpr oduct s, 0O
Al B FVP team conducts pri ce t e.dlttalsonngteddhat s el e
A1 ] ndependent frpm vaoessexteanal souroelidriat,i Tatemd, etc.) and

applied to CIO positions for price testing purposesser These documents indicate that, to

value its credit derivatives, the CIO was to usetleme fApri ces and valuat
Investment Bankand to work closely withthe nve st ment Bankb6s valuat.
part on independent pricing information fraraluation services like Markit and Totem. The

evidence indicates, however, that was how the CIO actually operated in the case of the

Synthetic Credit Portfolio in 2012.In 2012, there was little or no evidence that CIO
personnel valuing SCP credit derivativ@®rdinated their review with the Investment Bank,

used Investment Bank prices, or relied daily prices supplied by independepticing

valuation servicestable of key items
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Senate repofhep&dd06is36mi simar king of the SCP aj
May 2012, as part ai concerted effort by JPMorgan Chase to resolve a sdrigdlateral

valuation disputes witlCIO counterparties thdiegan in March and intensified throughout

April.77z Ina Drew told Subcommittee that the CIO did not typically have collateral

di s put e slargedispdtestovea$00 inillion hadnoh appened bedAbr eo 2
their peak in midApril 2012, the ClOcollateral disputes involved $690 milliors The

collateral disputes were escalated to the attention of Ms. Drewstable_of key items

Senate reportpge 246 Addi ti onafl byndtmen©O&LICe and unsoun
Cl O6s Vv a bcesaes, i egpeciallp moting théftlhe CIO did _not use collateral

differences with its trading counterparties as _an _information source for potential

valuation issuestia2zable of key items

Senate r eporQnAprip2rg2012] JPdorgan Chase sent its Deputy Chief Risk
Officer Ashley Baconto the London CIO office texamine the marksin the SCP book. Mr.
Bacon told theSubcommittee thatsometime in May, he required the CIO to mark its
positions at the midpoirend to use the same independent service used by the Investment
Bank to value its derivativpositionssoditable_of key items

Senare report footnote :80fild. See also Subcommittee interview of Douglas Braunstein, JPMorgan
Chase (9/ 12/ 201 2Ashlef Bacon ab&domed rihe traslérsmarkgiin early May
because we directed them to marlat the mid. The collateral disputes were noise in the markets
that could be problematic oOtable_of key items

The Task Force report does not make one single n

T6Bruno Mi chel | ksi | rol e

February 2016 letter Publicity surrounding the losses sustained by the CIO of JP Morgan
typically refers to Athe London Whaled in te
the trades at issue. In fact the losses suffered by the CIO wetlgenattions of o@ person

acting in an unauthored manner. My role was to execute a trading strategy that had been

i nitiated, approved, mandated and monitored

Not only were my acti ons fnnsttucted regeatddly byrthe z e d 0
CIO senior management to execute this trading strategy. Since the early weeks of 2007, when
the 6strategic credit tail hedging bookd was
the strategies as approved in detailstbh e Cl1 O management i n the
hedging bookdéd of JP Moorsgyaant hhead cb eceare dudi ncgorm
commonly named as O6cr@®dit indicesd and O6tran

Task Force report footnote XiThedes cr i pti on of Awhat happenedo i s
Synthetic Credit Portfolio or thprice movements in the instruments held in the Synthetic Credit
Portfolio. Instead, it focuses on thading decisiormaking process and actions taken rfot taken)

by various JPMorgan personnel. Tdhescription of activities described in this Report (including the

15
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trading strategies) i®ased in significant measure on the recollections of the trader@nd in
particula the trader who had dag-day resposibility for the Synthetic Credit Portfolio and was the
primary architect of thdrades in question) and othefBhe Task Force has not been able to
independently verify all of these recollection®table _of key items

Task force report page:3 & Drew, and responsibility for implementing these changes

bel onged primarily to her, t o g entahagers andi t h t |
traders. fiFootnote 40 The names of certain UKased individuals have been excluded from this
documenin order to comply with United Kingdom data privacy laws.0table_of key items

February 2016 letter. Infarch 2011, | was suddenly orderedwork on the RWA (Risk

Wei ghted Asset) figure of the book, which wa
for Asynthetic credit correlation productso
| ater). The ot ail hedgi nhebeokhd® RWA, f hgdr ¢ oa
possi bl eo. I | earnt then that the RWA figur
JPM risk control team running the computation for the whole firm. During a CIO meeting in
London late March whichwasdet ed t o this O6RWA reductionbd,
6top priorityé resulted from the recent shar
to Mrs Drew in person and other CIO manager s
Bookod6: ditbewwwelry di fficult to O0liquidated tl
difficulties for the CIO book related to its size and its visibility in the markets. My comments
were based on months of active reducidni on du
during 2010 of the book positions. The market activity and traded volumes were going down
since 2009 which induced a poorer and poorer liquidity for all synthetic tranches and for all
credit indices. None of this was new. It was just getting worsevansko

Senate report page 5981-52¢ . 506According to one of the head SCP traders, Javier Martin

Artajo, by April and May of 2011, the VaR limit and average utilization on the Synthetic

Credit Portfolio had droppedeflecting a dramatic reduction in igzesos In June 2011,

however, theClO determined that the credit markets might deterioratedue to uncertainty

in Europeso7 bearisheos According to Mr. MacrisMs. Drew thought there would be more
defaultszoo The CIO credit traders began toeealuae t he SCPO6s trading st
to Mr. Iksil, theCl O want ed t o h avlegetleer, thesensggmstsuggesten that, o
more rather than less credit protection was need@neaning one that did not cost much, but
provided effective protectiomgainst corporate defaultsir. Martin -Artajo later told the

JPMorgan Chase Task Force investigation thaprio@osed doing a combination of long

and short trades similar to a strategy he had proposed, and the CIO had used, earlier that
year tobenefit he CIO if there were defaults1More specifically, beginning in mi@011, the

CIO traders began to buy credit protectiagainst defaults by purchasing short credit
derivatives refer enci rgnpaiiésj ay the sameetimel theydsal hi g
credit protection against defaults by purchasing locrgdit derivatives referencing

Ai nvest ment gradeo smreecAtbtwer begsknicomgnpahi 9.1
notional size was $4 billion; by the end of 2011, it was $8llon, a more tharntenfold

increaseas Most of this growth occurred in the first half of 2011 é . Instead, Mr. Matrtin
Artajo instructed Mr . 32b &é& iMF._Macrs alsootoldfitieo r wa r d
investigation that the traders i and he i knew they were usingidanger ouso
instruments.zzo é . Ina Drew told Jamie Dimon that the gains were about $400 million

The CIO tradersater claimed internally that they made $550 milliegtyut did not record the

profits all on thesame daysx . Ms. Drew told the Subcommittee that it wasot merely
coincidence that the traders profited from the Americ&irlines default, but that they
deser ved f sfar haging takea the gositiom fact, she told the CIO traders to
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try to repeat their performance in 20123s Mr. Macris told the JPMorgan Chase Task
Force investigation that he viewed ti2®11 gain as agreat event for the ClO.s3s1
fitable_of key items

Senat e r epolhe coppensatiortdata fofi both Mr. Macris and Martin-Artajo,

which shows thenneceiving incentive pay worth millions of dollars each year, indicates that
their compensatiomoved in tandem with and reflected SCP profits, which peaked in 2009
with $1 billion inrevenues, and then diminished in 2010 aadi1zs2Mr . l ksil 6s pay
follow the same pattern however, peaking instead in 204.0.

Senat e r ep dvr tksildadeg told the JPMdérgan Chase Task Force investigation that
thenCFO John Wilmot told the traders in December 2011, that noth@tanding the $37

billion reduction inRWA during the earlier part of 2011, he wanted an additional reduction

in RWA of $25billion.3s7Mr. Martin-Artajo told the internal investigation thists. Drew had

told the tradershat they might need teeduce theSCP even @A mor etoreaeshn d A f a
the desired RWAutcomezsditable_of key items

February 2016 letter In@dune 2011, some important decisions were taken by CIO managers
about this book. Starting in July 2011, | was instructed in particular to execute a freshly
approved strategy called thef or war d s pr e a d Thiougkoetshe suenmer oft r a d e
2011, Iwas ordered to keep executing this strategy despite my repeated warnings on my very
limited ability to trade in almost neexistent markets. The instructions were conflicting: |

was ordered to grow some credit indices and some tranche positions in thet abrthe

60f orward spr eadand sty kad to mektd reduae the RVEASfigure (as per

the new Basel standards) but without reliable information from the JPMwid® Market

Ri sk control AQRO t eam.

In September 2011, | undertook a tripN® and met with Mrs Drew, Mr Weiland, some JPM

Mar ket ri sk AQRO employees (Anil Bangia and
ClO) in person. | described the very difficult market conditions, the elevated execution costs
and lack of proper relevamformation on the RWA figures.

Beginning in December 2011, the mar ket mak i r
Bank had just closed its activities (commonl
to try collapse the CIO tranche posit®with the Investment Bank (IB) but the IB market

markers declined my invitations to enter in negotiations. The tranche market offered almost

no liquidity after that. | raised alarms verbally to my management, including Mrs Drew and

Mr John Wilmot betweetthe 9" and the 18 December, about the potential for large losses

induced by future unwind costs. Contrary to the last 5 years, CIO closed its book early that
year, on the 1'6December 2011. Large protections in tranches expired on thB&gember

2001 and were not renewed. I was ordered to
tranche protections with credit i ndi ces thi:
spread tradesd6. All this woul dnrgduceiti t he not i

Senat e r ep dccordimgaagMr. [IBIB Ms. Brew was mindful of the $400 million
gain the SCPhad achieved byaving default protection on its books to profit from the
American Airlines bankruptcy. Mrlksil told the JPMorgan Chase Task Force investigation
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that, in early December 201¥;s . Drew instr uctthedAmaricamAitines Ar ecr
situation, because those werethe kindsofades t hey wanted at the C
o pt isemThss, ashe describedit, hwas t ol d to maintain the SC
order to position the CIO to profit frofature American Airlinedype defaultsos Ms. Drew

confirmed to the Subcommittee that she gave guidance to the traders to position the

book for another gain like in late 2011400 On January 4, 2012, the CIO traders prepared a
presentation for Ms. Drew, John Wilmeaind Irvin Goldman that set out the execution costs

for unwinding the SCP. The cover emsilt at e d : Al P] | eadoethd Gorrd att .
credit Book RWA reduction scenarios Currentlyany major reduction will lead to a very

high cost through proportional reducing.0 In short,Ms. Drew indicated her preference to

avoid reducing the SCP book in a way that would redtsealefailt protection and the
opportunity to profit from future corporate defaults. That presentation estimated the execution

cost for achieving a $10 billion reduction in RWAKe $516 milliorko2The presentation also

identified the possible lost profits fromeliminating default protection if one or two
corporations were to declare bankrupteyOn January 10, 2012, Javier Masfntajo, head

of CIO equity and credit trading, sent amail to Ms. Drew informing her that initial efforts

to unwind the SCP werergving costly: iBruno has been unwi[n]ding some of these
posliJtionsopportunistic[al]ly . Theother side of the P/L [profit and loss] is that it has been
somewhatcostly to unwind too so net net we have actually lost a little bit of money to
unwi .y ew responded: NflLet 6s review the un
[profit/loss]. We may have a tad more room on rwaitable_of key_items

Task Force report page 5f0On April 5, Ms. Drew informed the JPMorgan Operating
Committee that th&Vall StreetJournal and Bloomberg were planning to run stories about
Cl O6 s t rspedificallgaba@unode trader, who was referred to in the articles as the
ALondon GIDavhsaskeaud to and digrovide information and analyses about the
Synthetic Credit Portfolio to JPMorgan Chi&xecutive Officer Jamie Dimon, hief
Financial Officer Douglas Braunstein and Chief Ri¥kicer John Hogamtable of key items

Task Force page 7fiThese observationsef | ect the Task Forceds vVvi e
responsibility for the losses lies with thaders who designed and implemented the flawed

trading strategy. They also reflect the Té&skce Oveew that responsibility for the flaws

that allowedthe losses to occur lies primarily with CIO management but also with senior

Firm managementotable of key items

Task Force page 1lanuary 2013 (5)tertain of the traders did not show the full extent of
the SynthetiCr e di t  Hossesy»tabe lofi keybitsms

Task Force report page 290n or about January 18, Ms. Drew, Mr. Wilmot, Mr. Weiland

and two senior members tfie Synthetic Credit Portfolio team met to further discuss the
Synthetic Credit Portfolio andRWA reduction. According to a trader who had not

attended the meeting after the meetingnded, one of the Synthetic Credit Portfolio team
members who had attenddte meetingnformed him thathey had decidednot to reduce

the Synthetic Credit Portfolio, and thatther ader 6 s f ocus i n managi n¢
Portfolio at that point should be on profits ahdo s see dvi@nagement therefore

instructed the relevantrader to avoid similar losses on defaults in the future, and to ensure

that the Synt heti c Credit Port ftoed é foauh a @ pppit @ ©
places2 »table_of key_items
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Senate report page 67 Infpreparation for the meetingdr. Iksil provided Ms. Drew a
written presentation with key information about the SCPa434

Footnote 4271d. (According toMr. Martin -Ar t aj o, AAchilles told m
mi nute that he would .be angry with P&L | oss.
footnote 4281/30/2012email from Bruno Iksil, CIO, to Javier Martiartajo, CIO, JPM

CIO-PSI 0001225 Mir . Il kKsil al so warned: Athere 1 s m

b o o)ktable of key items

Senate report page 73Accordingly, on January 26, 2012, Mr. Iksil prepared a presentation for

the QIln@éGs nati onal Seni I&VIGONavo@ig@ aneew tradi@®r ou p  (
strategy in which the CIO would buy more long credit derivativesThe ISMG was, as its

name indicags, agroup ofseni or managers within the CIO
including Mr. Macris, MrMatrtin-Artajo, and CIO risk personnel, including Keith Steph=n.

The ISMG participants were e si dent i n the CI O6s London of
their meetings when she was imondonsso Ms. Drew told the Subcommittee that she
considered the ISMG to be the approprikteel for an SCP strategy reviews. The Iksil
presentation began by noting t htedathid]he Icasedi
$100million and was expected to lose another $300 milliom-fitable of key items

Senate report page #78. Oiii January 30,2012, Mr. Iksil sentis supervisor, Mr. Martin

Artajo, an emailwarning of additionallosses andpoor liquidity in the credit markets, and

seeking guidance on what to do. He noted that the trading strategy caleddioaising more

credit instrument§ addi ng dnavthii @mmalfid d cr e awith tharigksdnth e i s s

the sizeo oifi[W]aHae topreportt af las$ in the widening today, much less

because the book haslong risk bias. Comes month end and we cannot really prevent the

forward spreads from moving up .... To trade ... is costly and leads to increasganals.

We need to dicuss at this stage | guess: All | see is that liquidity iscgw that we just add

notionals with the stress. So that improves the outright R&al [profit and loss] number but

this increases the issues with the risks andsthe, as well as our setigity to price moves

and trading costs ..[T]he only one | seeis to stay as we are aret the book simply die
.48% ¢ .([T]he control of the drawdown [loss] now is generating issues that make the

book only bi gger nétionalsbeconescagand|thedupsidg iF limted

unless we have really unexpected scenarios. In the meantime, wéargee andlarger

drawdown pressure versus the risk due to notional increésase let me know the course

of action | should take here 400 fitable_of key_items

Task Force report page 334-35. ByfiJanuary 26, the Synthetic Credit Portfolio was

roughly balanced, as measured@§W 10%20n e o f t hcentempormmkceusndnils

reflect that he understoddis, butalso reflect that hbegan to have concern$ which he

shared with other members of th8ynthetic Credit Portfolio tearin about the continued
markto-market losses in the Synthet@iredit Portfolio. Around the same time, in light of

these losses®n executive responsibléor the Synthetic Credit Portfoliairected the senior

most trader to focus solely on the Synthetic Creéibrtfolio to theexclusion of his other
responsibilities On January 31, that executive sent an etoaihe same tradér which he

also forwarded to Ms. Dreiv in which he stated that ti&ynthetic Credit Portfolio was not
behaving as intended and described the Synthetic Creditr t f ol i 06 s per fo
Awor ri some. email meintllded orse afaveral kate Januarye-mails reflecting
another tradbdbo@ds ¢ dec Srymt h epositionsszdrteademaill, Por t f
the trader explained that, as designed, the Synthetic Credit Poitfalio ul d | ose mone
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on a default in us hy and make money ifthe f aul t o0 c ¢ uAceordimgrto thisg wor |
trader, however, the higyield positions were losing more money thaxpected, and the
investmenigrade positions were earning less money than expaaedheprice movements

were not correlating as expeted, leading to mark-to-market losse$é € . In separate €

mails on January 30, the sanader suggested to another (more senior) tradethat CIO

shouldst op i ncreasing Athe notionals, 06 which we
(Af ul | p a i nrther stated what thése incfeased notionals would expose the

Firm to Nl arger and | arger dr awdown press:t
increés.8y. @arly February, t he Iitincladthghisdask c on c e

of understanding as to why they were occuriingrompted him taequest a meeting with
his managers, including Ms. Drew in order to discuss the Synthetic Credit Portfolio. He
prepared gresentation for the meeting, whibk sentto the more senior tradend-ebruary

2. The presentation was provideth Ms. Drew and an executiveresponsible for the
Synthetic CreditPortfolio on February & The trader did not present his slides at the
meetingg € . The executivewith whom heconferred alsdanstructed a senior tader to
travel t o J P Mo roffiantd see Wwheatould Weodorie toemove the RWA
constraint from the Synthetic Credit Portfolidtable_of key_items

Senate report page 79 Adtording to the key trader, Bruniksil, at the beginning of
February,Ms. Drew asked him how much the book would lose if the positions were
reduced, and he r es pon@%elahg gositions wdre ot liduiel c a u s e
enough to sell easilyos Apparently neither Ms. Drew nor any oth€tO manager told the
traderstostopthb ook 6s acquisitions or reduce any of
over the course dfebruary, the CIO traders increased the size of the 1G9 rfdrp@sition

from $75 billion atthe beginning of the month tdb94 billion at the beginning of
Marchaoeitable of key items

Tounwind with the | B6

Senate report: footnote56 3/26/2012 email from Irvin Goldman, CIO, to Achilles Macris, Javier
Martin-Artajo, and John Wilmot, CIOA Tr a n ¢ h e JPCI@G-RS] 6001267. [Emphasis in
original.]

Task Force Reportfiln early April, Mr. Wilmot raised questions with Ms. Drew about
whether thetraders could effect the RWA reduction without an unwind of positions.
table of key items

Senate report Infn email dated April 3, 2012, Achilles Macris informed Ina Dtbat a

QR analyst #Ais now in our office andouhe s
book and ways t aoMsrDrregM nfgoriwa rldewle rt.héte e mai |
Financi al Of ficer John Wil mot who responded:

what is driving the RWA (economic risk versus VaRess VaR, CRM and IRC) or the P&L

[profit and loss]i or more importantly that either will be manageable going forward 102

Mr.Wi | mot alWeo hvarvoetned:t fimade t he case of how th
risk can be managed effectivelyidos-table_of key items

Senate report exhibits published in November 2013:
-- Original Message---From: Drew, Ina
Sent:Thursday, April 05, 2012 05:58 PM
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To: Dimon, Jamie; Zubrow, Barry L; Stale}ges~Cutler, Stephen M; Maclin. Todd;

Braunstein, Douglas; Erdoes, Mary- E; Smi@ordon; Peloo, Douglas B.; Bisignano, Frank

1; Hogan, John J; Cavanagh, Mike

Subject: CIO

| want to update the operatingramittee on what is going on \ithe credit derivatives book

in ClO especially given a wsj article which will come out tomorrowe @hthe activities in

cio is a credit derivatives book which was built under Achilles in London dirtteeof the
merger. The book has been extremely profitable for the company (circa 2.5 billion) over the
last several years. Going into the crisis, weduthe instrumentation to hedge mortgage risk
and credit widening. Recently, in December, the book outperformed as it was positioned in
for "jump" risk or default risk throughout the summer as a relatively inexpensive hedge for
fallout from weak markets ding the european crisis. The fourth quarter 400 million gain was
the result of the unexpected american airlines def@akt December 2011 the macro
scenario was upgraded and our investment activities tuned pro risk, the book was
moved into a long positim The specific derivative index that was utilized has not performed
for a number of reasons. In addition the positivas not sized or managed vesmgll Hedge
funds thathavethe other side are actively and aggressively battling and are using the situatio
asa forum to attack us on the basifviolating the Volcker rule Having said that, we made
mistakes here which | run in the process of working throlitle. drawdown thus far has

been 500 mil dollarsbut netsto 350 mil since there are other nderivative positions in the
same credit book. The earnings of the company were not affected in the first quarteresince
realized gains out of the 8.5 billion of value built up in the securities booklohn Hogan
andhis team have been very helpfulvanted my partners to be aware of the Situation and |
will answer any specific questions at oc monday.

Have a good holiday»

--- Original Message--From: Dimon, Jamie

Sent:Thursday, April 05, 2012 06:00 PM

To: Drew, Ina

Subject: Re: CIO

Ok. Send me some infAlso how does it relate or not to our wind down credit exotics
book?

AFr om: Dr ew, Il na <l naDrew@ pmorgan. com>
Sent:Thu, 05 Ap' 201222:08:57 GMT

To: Dimon, Jamie <jamie.dimon@ipmcnase.com>

Subjed: Re: CIO

If you are referring to the wind down in the ib credit exotics book, it is separatéAchilles
and | targeted the Cl@anche and derivative activigs a reduction item (I specified ilast
bus review) due to the high rwa it draws undeasle Ill. We have atshad issues with QR
that have made the rwa outcome less predictbldeever we are workingwith Ashley and
Venkat to see IF both the ib and ClOpositions could be moved out irtio the winters
fund. | have been assessing the trade off betwe®&L and RWA for the second quarter. |
can go over all the technicals with yatiany time] wanted to this week but understood
you were on vacation.

table_of key items

Senate report second batch of exhibitssaosed in November 2013 only, page 1560:
fiFrom: Macris. Achilles 0 <achilles.o.macris@jpmorgeom>
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Sent Frig3Mar2012 10:43:S2GMT

To: Drew~Ina <InaDrew@jpmorgan.corsn

Subject: This is naNormal

FYI-~It's realty strange what is ggionhere_ ......

Javier and team he feel "surrounded" and blindsided in terms of methodology etc. | think
that we will need tantervene and somehow mediate thsues with thdB (Investment Bank
and insure- the unbiased role of Ashley and Risk management

Let's pleaselecide and coordinate on our exact course abmaces this issue is really taking a
worrisome direction thatould be embarrassing forthe firm. Clearly, thelB knows our
positions as well as the "checkmaten terms of capitatreatmentThey will certainly like

to setie with CIO and close their short position IG. The positive for QD is that we are
long IG when the market is moving tighter and tighter. iiée the "right” position on this.
Therefae, if we could afford the RWAjrhe and gravitywill be working in our favourThe
negative for CIO remains the capital utilization and the unpredictability of the capital
utilization,

The problem with "settling" with the IB and help closing their shorts is that CIOwill be
substantially shorthie market, post settlemenithis is not where we | would like us to be in
the middle of this strong market

More in our meeting orhts.

Best,

Achillestable of key items

From; Iksil. Bruro M

Sent:23 March 2012 09:17

To: Martin -Artajo,Javier X

Subject Ade will try to contact yown your mobile

He has been approached by IB guys who wanted to know in the detail, our position on IG9.
they were very spefic. He will call you to givemore cola.

Senate report second batchf @xhibits, disclosed in November 2013 onlyPM-CIO
0003496 March 23 Phone call between Keith Stephan and Javier Mar#mtajo:

MR. ARTAJO : This is Ina. Ina has to decide this with, with JessKEITH: Jess. MR.
ARTAJO: With Jess staley basically. Otherwise it is going to Sleitsshow. These guys are
putting things on the street. It is a fight between JPMorgan and JPMorgan in the street.

This is a stupid thing, okay. So, you know, the problethat we have is that we've been
trying to optimize our b oéo KEITHW¢hinkditisdIrthink, k n o w
and you and discussed this briefly before | left on Tuesday! think that's a function of the

fact that if you look at what thatitig does as sort of the on the roorrelation series it
remains the thing that looks like the cheapest instrumentatibedge your sort of single

name exposure in the ratings and all the restSo there's a perpetual bid to kind of
continue to just, youknow, lift protection on IG9 ten year and at the same time they end

up the other way around 1 think. Because what you do is sell protection on the other. MR.
ARTAJO: That's right. So they end up with having a mirror_position with ours, right.

€ € MR.ARTAJO¢ So they are manipulating the marketand we have to stop it.
.Because now it is coming to me from the market. The market is asking us what the fuck are
we doing. We have a large position. And that's last thing you want. yidneneed to stop

that. | told Peter, this is all the way ufi. might go to Jamie Dimon then KEITH: Just to,

just to add like a little bit more color and this is like a random anecdotal thingBut some

like junior fucking kid calledAri Wechsman who works in credit. MR. ARTAJO: What?
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KEITH: There's a junior kid who works in market risk for credit, credit markets who
apparentlywas calling the market risk guys in CIO in New Yorksaying, hey,. we've had
like two standard deviation distortion in this main versus cross over decompreasgion a
apparently it's all because of a big prop trader called Bruno in CIO That's just for you to
know, right. Se- MR. ARTAJO: That is nasty, man, that is nasty KEITH: What that
means is that théraders in credit flow are telling that to their risk guys and just
spreading shit MR. ARTAJO: That's right. But we need to stop that. . KEITH: | don't know
how to get in front of it. | don't know. | mean the only thing we can do is what you're
suggesting now, which isa has to have that conversation with Jessral someone has to
say knock it the fuck off because we look like idiots in the streeMR. ARTAJO: That's
right. We need to stop this exactlytable of key items

Senate report first batch of exhibits disclosed in March 2013, Exhibit 30:

From: MartinArtajo, Javier X

Sent: Friday, March 23, 2012 06:48 AM

To: Drew, Ina

Cc: Macris, Achilles 0

Subject: Synthetic BOOKURGENT

Ina,

during the last week wkave been trying to workn our best path for the Synthetic Book
trying both to reduce our overdlWAs and get the book in a balanced walge problem
with this has been that we have engaged in a dialogue with Risk Managemdgmshley
Bacon) with QR (Venkat) and the IB (Guy America and Daniel Pnto) and this has
resulted In a heightened alg about our positions in the IB and is really hurting us in
various ways While we have been. reducing the VAR and SVAR he@e increased our
overall RWAsbecause of the increase of theCIRNew to CIO given the problems that we
highlighted with QR) and alsae have worse marks against our current boaok

We are left here with two options:

option A : We do not settle with the IB: we do not change the current book and exceed the
RWA that isgoing to be in theegion of 4447 BIn (this has to be cdinmed by QR next
week) . Thisoption will have a bad monténd mark P/L impact 0 t6150-200 MM. Thisis
our favaed choice that gives us time to correct mistakes withl @&sitive carry andipside
on defaults. We wouldtdl need to reduce RWA by reducing our IR€joining the IB with
reducing the CRM outside So this willbe a mark to market/P problem and we are left
with a book that has posit carry and upside on defaults

Option B : we settle with the IB: we close the extra long position' with the IB and we will
have a book that is not as willlanced will have a short bias, will reduce RWA bylE0Bin

and have an impact d?&L that could be as large a850 MM. This loss willbe permanent

and would leave the book withsmall negative carry and option on défa but a permanent
lossfor the bookln any case it is very important that we need to let the IB know that we need
to talk tothem tostop this negative espirathat we are seeing in the market becausdave
disclosed too much information to themand we are sevdgeaffected by thisSpecifically

on the long IG 9 position that is getting the attention of the marketl need to discuss this

as soon apossible

regardsitable of key items

AFr om: Dr ew, Il na <l na.Drew@ pmorgan. com>
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Sent: Fri, 23 Mar 201211:13:55 GMT

To: Martin-Artajo, Javier X <javiex.martinartajo@jpmorgan.com>

CC: Macris, Achilles 0 &chilles.o.macrts@jpmorgan.com>

Subject: Re: Synthetic BOGKURGENT

You guys need to get Irv and calbblan and explain. | can givenmia heads upgSmart to
involve Ashley. More latenable of key items

senate report % Batch of exhibits disclosed in November 2013 page 1482 to 1488: phone call on

March 30" done by Irv Goldman to Javier Martiirtajo: Olivier Vigneronwascehead of 6 Cr e d
Hybridsdé until November 2011 and moved to QR und
fidavier Martin -Artajo:  I&now that this still not great, but it is a number that is a little bit

more palatable so that whatevBtan B is and there are a number of different things tnat

can do in Plan B that gets us to where we want td'bat is what | am working on now.

And uh ... | think | am getting good help froyou guys, from Venkat. | like this guy, he is

practical, think he understands tlssues. Communicates well, said he is okay lending us help

from that.Olivier is going to work exclusively for us for three nonths, right. He is going to

sit on thedesk and coordinate all of the things | am trying to do with me, you, Keith, and

| think he is going to do that, think that is great have someone to look gepth in the

book, that has enough experience to luat,the has done that himselfl think this is good

news.| think John Hogan spoke with Ina and maybe Achillesl don't know who. And its

okay, Venkat is finel think this is good news. Doing as well as we can. | am sorry | created

this headache for aifou guys. | did not expect it to be this watable of key items

TOmi ssing liquidity reservebo

Senate report page 246«The OCC examiners picked up on red flags signaling that the bank
may have been engaged in mispricing, suchtsagollateral disputes and low reserves
amount. What the OCC did not know at that point was whether the mismarking was the result
of inadequate pocedures and policies at the bank or a deliberate effort to hide or
downplay losses in the SCP table_of key items

Off the run rule

Senat e Dagas Braunsteimserved as JPMorgan Chase@®o . 6 s Chi ef Fin
Officer (CFO) fromJuly 2010 to December 2012 He was al so a member
Executive and Operating Committessn November 2012, JPMorgan Chase announced that

Mr. Braunstein would step down from that post at the end of #a&, yand he has since

become a Vice Chairman of the holding comparin. his capacity as CFO, Mr. Braunstein

was charged with overseeing and certifying t
ensuring adequate capital and liquidity, among rodlogieszs

Michael Cavanaghhas served a€o-CEO of the Corporate and Investment Bank since

July 2012 and is a member of the f i r smPrisrtoEhate cut i v
position, he served &BEO of t he fir mdés TSerei@sftomunedld Secu
toJuly 20129Bef or e t hat, Mr . Ca Chigi Bnantial Officernrend as t |
September 2004 to June 20146 In_May 2012, Mr. Cavanagh became head of the
JPMorgan Chase & Co. Management Task Forceestablished to conduan internal
investigation of the CIO losses.Daniel Pinto is currently the other CoCEO of the

Corporate and Investment Bankazftable of key items
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Senate report footnote 69 IntBrnal Audit issues three ratings: Satisfactory, Needs
| mprovement, and Inadequate. The | atter two
recei Sassthctaayo ir at i ng i n its pri ofFebmaryR6 201®f CI O

US Senate report filn addition toreviewing the SCP book, the VCG was responsible for
calculating andnonitoring the amount and categorization of any liquiditg aancentration
reservegstablishedor the SCP derivative®a?

Footnote 647See5/21/2010CIO-VCG Procedure: Valuation Process, OGEF00052685,

at 6 (Aln assessing the reasonabl eness of f
VCG will consider whether such measurements appropriately reflect liquidity risk,

particularly in the case of instruments for which CIO maintains either a
significant/concentrated position and/or if the market for given instrument can be

observed to be less liquid

Footnote 168Id., Appendix 4, at 35. One JPMorgan document used a more restrictive
definition , def i-their mgn 0 A 0 fififdhincye si_ nadse x o | d éorexamplean 4 s «
the current on the run CDX series are 13, therefore, all indices series 9 and older are
considered p 5R1/2000thifeC I-NOQ @ 0 Pr ocedur e: Val uati c
OCCSP{00052685, at 15.

Footnote 15046 / 29/ 2010 JPMorgan Chase & Co. |, ARi s
JPMGSenate/ Levin 000026, at 33 (AAnnual Revi e
are reassed annually in light of: new developments in the literature or internal or
commercially available models; changes in the market for the produca(@ipbility of

liquid quotes for model input or major growth in volume); change in the features of the
product or portfolio; backesting of the model and experience with effectiveness of its
application; themateriality of model risk. @ thble_of key_items

Bonocore

Senatereport fiJoseph Bonocore served as the Chief
Mr. Weiland's tenure before Mr. Wilmot took over and Mr. Bonocore became JPMorgan
Chase's Corporate Treasurer.898

John Wilmot: From January 2011to midMay 2012, Mr . Wi | mot wa
Financial Officerr e por ti ng t o Ms. Drew, with fAdotted |
Prior to serving as the CFO of CIO, Mr. Wilmot was responsible for Bank Owned Life
Insurance andPMorgan Partners Private Equity Investments within CIO. Mr. Wilmot has
announced his resignation and is expected to leave JPMorgan in 2013

Footnote 898 Subcommittee interview of Joseph Bonocore, JPMorgan Chase (9/11/2012).
Mr. Bonocore served as CFO for CIO from September 2000 tdlovember 2010 after

which time he served as firmwide Corporate Treasurer until his departure from JPMorgan
Chase in October 2011 for personal reasongtalile of key_items
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IB FVP
Senat e Inei® aClO infernal procedure for testing the accuracy of CIO asset
valuations statetl hat A[ i ] ndependent and reliable dire
for assessingaluation. In general, third pargyrices/broker quotes are considered the next
best pricings oureelet 0 al s o i ndicated t hat t he Cl O60

independent and reliablé i r e c t price feeds from the AFin
(6FVPO6) withiBanlhtke flelesadtme@lt O products, 0 ar
Al B FVP team tceosntdiuncgt sofprg eleect positionso f
A1 ] ndependent frpm vadoassextanalesoureds {{Maikitp €otem, etc.) and
applied to CIO positins for price testing u r p G2stabls of &ey items

FCA November 2010

FCA and Achilles Macris final notice [ebruary 2016:A

As Mr Macris knew, during 2010 and 2011 the number of participants in the synthetic credit
market had been shrinking and investment banks that had provided liquidity had started to
cease or reduce their activity.

I n addition t o t h eatiof itor nmaitain an eogen laldt coapsgrative b | i
relationship with the Authority, from 1 October 2010 CIO in London had been the subject of a
more detailed supervisory relationship with the Authority (referred to by the Authority as a

6cl ose and cwisidniregime). Ms Macris unglerstood close and continuous
supervision to mean that the Authority had identified the CIO function as an important
function within the Firm and thatthé i scl osure required from th
activity would be more detiled and more frequent

4.6 On 9 November 2010 the Authority advised the Firm in writing of particular matters
relating to CIO about which it wished to be kept informed. Although not addressed to him, Mr
Macri s received a copy of t he Auwhichthé t yo6s
Authority said it wished to be kept informed included:

A6 Any significant growth in assets or change

(2) Al ny significant change in levels of risk appetite, or material change to portfolio
mandates orrisk limis al | ocated to ClI O EMEA. 0

B)dM]at er i al changes to t htablewfokeytittnral i o or EMEA

Audit report

Senate report second batch of exhibits disclosed in November :2@0i&nal audit report
made inDecember 2011 CI® Credit-Market Risk and Valuation Practicesissued March
2012 ratedNeeds Improvementidentified the followingssues:

A CIO valuation practices where a number of risk & valuation models have not been
reviewed by Model Review Group andcluded the absence of farmally applied prce
sourchg hierarchy, insufficient _consideration _of potentially _applicable fair _value
adjustments (e.g, concentration reserves for significant credit indices positions) and the
lack of formally documented/consstently applied price testing thresholds
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A Stress testingwhere There is m documented methodology to on#i key testing
components (e.g computational mettaa shock factors used) or assess limitations such as
off-line risk measurementnissing risk factor and curves

AThe SAA book ($140bin Notional as at 12/31) does not currently feed the firm wide
market risk limits and thresholds framework and relevant SAA stress testing rests are
not measured against correspondingimits.

A E ME Ais @rrefity usingunapproved models in the calculation of risk (including
VaR) and associated risksmeasuremenmethodologies havenot been appropriately
documented and/or catalogued

A Tcbnwol process around the offline VaR calculation needs to be enhanced to ensure
completeness and accuracy of Credit trade data used in tladfline calculation of VaRo0
table_of key items

0OLack ofdéLiquidity

Senater epor t f1288 Seeld3t1/2012 efmail from Jaymin Berg, OCC, to Fred
Crumli sh, OocCCcC, ACl @ QG 6080449y MrMWibknbtitaidgthe
Subcommittee that these notes were accurate. Subcommittee interview &Villolon, CIO
(9/11/2012). Tl only contrary evidence provided to the OCC contradicting the representation
madei n t he January 2012 meeting that the SCP
internal audit report that wdsrwarded to the OCC two months later. See 2011 4th Quarte
JPMorgan Chase CA Quarterly Summary of GloBhlef Investment Office, at OGSP}
00002481. This audit report st atisstaexpaidi@®ei ng i
derivatives trading book to nominal of at least $47 billion by theendofdany 2011. o |
2. When reviewing that audit report, Mr. Wilmot explained, first, that the date given in the
report., i J an dikely g tygddrapHical cerrowwvgiven thahe document was

prepared in the fourth quarter of 2011 Subcommitteanterview of John Wilmot, CIO
(9/11/2012). Secondly, he explained that the stated plan to increase the SCPHillidbd7

was not familiar to him; he stated there was no such plan to increase notionals. Id. From the

O C C pesspective, whilethe OCCdidndti r ect |l y confront the bank
plan for the SCP, Mr. Hoftbld the Subcommittee that when the OCC received thehfou

guarter 2011 audit in Marc2012, it was already owff date, and he dismissed the stated plan

to increase otionalsbecauseévir. Wilmot had already told him differently at the end of

January 2012 Subcommittee interview of James Hohl, OCC (9/6/2@%2hle of key items

Senate report first batch of exhibits disclosed in March 2013FEXHBIT 7: i

From: Drew, Ina <Ina.Drew@jprnorgan.com>

Tue, 10 Jan 201217:05:41 GMT

To: Martin~Artajo,Javier X <javier.x.rnartirartajo@jprnorgan.cQm>.

CC: Macris, Achilles 0 <achilles.o.rnacris@jprnorgan.com>

Subject: Re: International Credit Consolidaté&l ®9-Jan2012

Let's review the unwind plan to maximize p I. We may have a tad. more room on rwa.
Pls schedule asap.

From: MartinArtajo, Javier X

To: Drew, Ina

Cc: Macris, Achilles O

Sent: Tue Jan 1012:01:012012

SUbject: RE: International CratdConsolidated P&L DQanr2012

Total reserve is 30 MM.I do not think that we will have a release for-sometime unless we
get an opportunityBruno has been unwniing some othese pasions opportunistially . The
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other side of the P/L is that it has besamewhat costly to unwind toso net netwe have
actually lost a little bit of money tanwind.

From: Drew, Ina

Sent: 10 January 2012 16:17

To: Martin-Artajo, Javier X

Cc: Mactis, Achilles 0

Subject: RE: Iternational Credit Consolidated P&L J2n2012

OK, thanks. Can you forward the schedule for releaseshiat is the release planned given
the budgeted reductior?

From: MartinArtajo, Javier' X

Sent: Tuesday, January 10, 2012 11:05 AM

To: Drew, Ina

Cc: Macris, Achiiles O

Subject: RE: International Cilé Consolidated P&L 09anr2012

Management line is the release of P /L that comes from unwinding off the run positions.
This is_an_adjustment that was made in 2009 for liguidity of the credit derivatives
book. In a way it is a reserve release fdliguid indexes.

From: Drew, Ina

Sent: 09 January 2012 21:25

To: Martin-Artajo, Javier X

Cc: Macris, Achilles 0

Subject: FVII: International Credit Consolidated P&L-0832012

The management line is?? Thanks

ATot a:-$3CMillioa YT D table of key items

Senate report first batch of exhibits disclosed in March 2013, EXHIBIT 52:

From: Wilmot, John <JOHN.WILMOT@jpmorgan.com>

Tue, 03 Apr 2012 11:45:24 GMT

To: Drew, Ina <Ina.Drew@jpmorgan.com>

Subject: RE:

Here is my general reaction to this anodhedocument circulated last night

1. 1 don't get the sense of clarity that we know what is driving the RWA (economic risk versus
VaR, stress VaR, CRM and IRC) ¢ine p& or more importantly that either wilbe
manageable going forward

2. We are aignificant player in a market that is less liquid hence any attempt to manage
p&1 or capital away from an "as iglpproach will eitherasult inp&1 dislocation or RWA
constraints (a la 4Q11/1Q12)

3. We haven't mace the case of how this book runs ofind whether risk can be managed
effectively within a fixed maturity, ishat we can deisk without creating continual tail risk
further out pastranche maturities. This plane will never land

4. We also haven't madelie case of what it costs to significantly decrease the size of the
book (in my mind the only certain wap reduce RWA)

| profess to probably being the least knowledgeable about this book amongst the senior team,
so thatleads me to be skepticalvhen we arentirectly answering questions. | think we have
moved beyond the commercial utilization of this book in some jtovgefault capacity as it
exhibits neither acceptable risk/return profiles market liguidity characteristics to justify
capital.

----- Original Message-From: Drew, Ina

Sent: Tuesday, April 03, 2012 6:52 AM
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To: Wilmot, John

Subject: Fw:

Read before the meeting

----- Original Message---From:Macris, Achilles 0

Sent: Tuesday, April 03, 2012 06:27 AM

To: Drew, Ina

Subject: RE:

OK -- maybe to followup the "background" that | send to John when we asked him for
Olivier's help?The situation is as follows:Javier and team believe that theok is currently
balanced for gk and P+L- Clearly maintaining this "neutrality” will beesulting in higher
RWA than we originally anticipated.Olivier is now in our office and he is 100% involved
with the RWA projections of our book and ways to bringing it lovdgvertheless, | don't
believe that we will able to be precise in our RWA térgeas there are still several moving
pieces in methodology etthe best we can do folhe next week(s) is to operate with RWA
ranges as opposed to exact targésier believes that retaining the existing book "as is" will
generate no less than $750mP+L until the end of the year and clearly much mbnge
experience defaults and the value reversal on IG forwatdsfortunately, the above "as is"
approach will likely result in a minimum of $45b RWA at the end of the year and likely in a
$46:52b range.- If we can't allocate these levels of RWA, and we must reduce it, then the
pace of the reduction would be very relevant for the P+L. In ordeaintain, risk neutrality

in the book, we will need to be reducing the liquid on the run IG, paraltetitecing the short
HY. The lack of liquidity in HY, would likely delay the pace of IG liquidation and thus
RWA reduction. Projecting a 50% reduction of the IG/HY by the end of the yearbeuvill
reducing RWA to the mid $30s. An orderly reduction will presever 60% of the P+L of
the "as is" scenariabove.Specifically, thisapproach would retain the jump to delt but it
will realize less cay than theover$2mdaily, as of nowMy recommendation is the gradual
reduction to a $35b RWA target by yeand. | realize that this is higher than whatveseall
hoped for| am veryconcerned by overacting in the market relative to our size and poor
liquidity. We really need to minimizeur market involvement antbcus ouractivity to
certain RWA reduction plans (ppiced byOlivier) while utilizing liquidity in an orderly
way.

Best,

Achilles

----- Original Message--From:Drew, Ina

Sent: 03 April 2012 00:39

To: Macris, Achilles O

Subject:

After we finish oureviewtomorrow, | will need you to prepare a short summary for hogan
and jamie. We can talk about how to best pregengameplan table_of key items

OCC fifigure do not add upo

Senatereport second batch of exhibits disclosed in November 2013 page 1602, Ahril 6
Achilles Macris wrote Ifalso have no doubt that both time and events are heating our
position.| am however unsure on the potential magnitude of an "one touch" drawdown

for Q2 which is highly dependent on marks Both Javier and Bruno continue to be
extremely concerned about the confidentiality aroundspecfic largeexposuresThe press
seems to be referring to CIO position size which is different to the overall JPM sizmn

the same instruments Additionally, there were some specific HF's calling our team and
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trying to get information from botfiont-office and infrastructure personnel @s you know,
| am not regularly givingmucbr edence to such rhetoric. o

Senate reort page 150mn April 9"f or t he $155 million éincrer
fiAs the CIO CFOJohn Wilmot explained to Mr. Dimon and Mr. Braunstein: i Cr e d i t
Tranche markets have always been considered less liquid (compdretkxomarkets) and

Liquidity reserves are therefore computed and takéswever, in the past, the Liquidity

Reserve associated with the8eSeries9 Tranche positionswas not taken because their

markets were deemed sufficientiguid. The additional +$155 Million Liquidity Reserve

was taken due to the inclusion of these 6 Seri@stranche positions this reflects the

mar ket 0 sl irqgeudssddVeidy askedabout the reserve, CIO head Ina Drew

professed not to know its purpose. She told the Subcommittee that in Decemberl20a

A$30 million reserve weadagdinatkhe positibry If i ch@am&te lan
what kind of reserve it was, exactly. Thete a d be®n reserves previously. This was
probably a | somhbeiofdkeytitgmsr eser ve. 0

Senat e OreNag 9, 2012, fiie OCC held a meeting with JPMorgan Chase about the

CIO, whichwas at t ende cChid Risk Otficer Jtha Hokah sssAt the meeting,

an OCCexaminer asked Mr. Hogan when he realized the SCP bookbd®n mismarked,

and accordingto the examiner,Mr. Hogan responded that the books were not
mismarked.1389 The OCC toldthe Subcommittee that it wamt satisfied that his response

was accuratesso The bank latecconceded that the SCP positions were raik@dize1 The

OCC told the Subcommittee thar . Hoganos gui ck di smi ssal
allegation was surprising at the time Criticisms of theCl O6s val uation pra
been reported by t heshmnm @RGssincertheeginmiagloftreudi t or
year. In addition, by the time of the meeting in May, the CIO was facindiphel collateral

disputes withcounterparties claiming the CIO was overvaluing the SCP asssiajtab

which, at their largegtoint, totaled $690 millionzss As one OCC examiner said at the time,
ADoes notisgsidtdh airp.tOhe CI O6s counterparties in
or t hseprich¢ Wadnrong;sssand its reserves were inadequate . Not more than a

week later, the CIO began to settlagts collateral disputes by agreeing to the prices
demanded by its counterpartieszesbut it took another two months for JPMorgan Chase

to_reveal to the OCC,as well as to the public, thahe CIO traders had, in fact, been
mispricing the SCP asseatse The bank told th&Subcommittee that it had believed the CIO

was using good faith marks for the SCP book unhbkgan reviewing telephone calls by CIO
personnel in June and decided it had to restate thev&8lG&s1400table_of key_items

Footnote 1388See, e.g., 5/10/2012 email from Michael Kirk, OCC, to Fred Crumlish and
James Hohl , OoCC, AMy opini-080053Q02standasds
satisfied with the comments made about the valuation processid thresholdsyesterday,

so we have some follow up here. ... Valuation was one of the things Hogan said they are

| ooking at.o); Subcommittee interview of Mic

Footnote 1389 Subcommittee interview of Michael Kirk, OCC (8/22/2013)9/2012 email

from Michael Kirk, ocCccC, t o Fr ed-00005506ISees h , @)
also 6/29/2012 email from Michael Kirk, OCC, to Elwyn Wong, Scott Waterhouse, and Fred
Crumlish A2nd Wi |-S3Re0r0 OH’all 3e8 6C a | al tve3figsidaly dcalDn t h a
Hogan discussed that earlier there had been a large collateral dispute with their counterparties.

| questioned him on how it was resolved and he g&tyl eventually agreed to the
counterparties markseée. | _relaking o wiablldésaibed @s wi t h
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mismarked booksto which Hogan forcefully stated JPM books were not mismarked; leaving
both EIl wyn and me é puzzled over how a coll a
the counterparties marks, without admittimgy r own mar ks wer e i ncorre

Footnote 1392See March 2012, 2012 Continuous Audit Quarterly Summary of Global Chief
Investment Office, OCGPF 00004614, at 4168 (identifying
practices where risk & valuation models have not beegiewed by Model Review Group and

included the absence of a formally applied price sourcing hierarchy, insufficient consideration

of potentially applicable fair value adjustments (e.g. concentration reserves for significant
credit indices positions) and ghlack of formally documented/consistently applied price
testing thresholds. 0) .

Footnote 1393 Subcommittee interview of Jaymin Berg, OCC (8/31/2012/9/2012
Supervisory Letter JPM-201209 from Scott Waterhouse, OCC, to Ashley Bacon,

JPMorgan Chase,fiExami nati on of ESI Stress Testing
Requiring Attenti on: AMet hodol ogy [Jealed val u
Exhibit].

Footnote 1396Subcommittee interview of Elwyn Wong, OCC (8/20/201P)he OCCO6 s
logic was the same ashait used by others at JPMorgan Chase, as when Daniel Pinto,

then a senior executive with JPMorgan Chase
trader Javier Martin-Ar t aj o t hat the I nvestment Bankos
unlike the CIO, the Investment Bank had no collateral disputes.See 3/23/2012 recorded
telephone conversation among Achilles Macris and Javier Martajo, CIO, and Daniel

Pinto, Investment Bank, JRKIIO-PSFA 0000140table_of key items

The realities supporting the facts

fT6strategic hedge for the fi

Task Force Repotb A Through the Synthetic Credit Po
establish positions that would generate revenue during adverse credit sceeayios (
widening of creditspreads and corporate defaultsin short, to provide protection against
structur al ri sks i nherent I n 20 Thé positéns inies a n d
Synthetic Credit Portfolio consisted of standardized indices (and related tranblassd on
baskets of credit default s watphle of(kfyGtEdmSo) t i ed

Senate report footnotel 6 5 7 J a v-Ar@jo, héda of ICiOrequity and credit trading,

r e p o riftwe dver had aloss over $5 million, Ina calls me atnight 6 J PMor gan Ch
Task Force interview of Javier Martfrtajo, CIO (partial read out to Subcommittee on

9/ 6/ 2012) . See al so 2013 JPMor gan Chase T ¢
table_of key items

Senate report footnote "287 Subcommittee briefing by JP
Baer, Chetan Bhargiri); Subcommittee interview &dmie Dimon, JPMorgan Chase
(9/19/2012) (stating that the synthetic credit portfoliowas & f at t ai | hedgeo ¢
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Cl O6s investment portfolio, w
interview of Il na Drew, Cl O ( 2012) (expl
established was to hedge firmwide risk, but then chdingd o edge the CIlI OO0
portfolio against credit risks during a stress event); Subcommittee interview of John Wilmot,

CIO (9/11/2012); Subcommittee interview of Douglas Braunstein, JPMorgan Chase
(9/12/2012); Subcommittee interview of John Hogai®Mdrgan Chase (9/5/2012)
(characterizing the SCP as a hedge against macro creditais&) of key items

i & Bubooromitteal al s o
71/

Senate Reporti As noted above, the 2006 New Busi ne
authorized the CIO to engage in credit trading said the purpose vad r ess t he ba
Acyclical e X p 028 umr marticulay, accardénd itot JPMorgan Chase senior
officials, the SCP was intended to provide the bank \gitbtection during the financial
cCrisis: it was a fimacr oo fAant ikscTalpexente arg 0 he d

developments viewed as highly unlikely, but very costly if they do cecdPMorgan Chse

told the Subcommittee that during the financial crisis the key tail event that the SCP was
insuring against was an unexpectedly large number of corporate defaliRMorgan Chase

CEO Jamie Dimon testified before the U.S. Senate that the purpdse $CP was to make

Aa | ittle moneyod in a benign environment an
was a credit crisis, so that those returns would offset other lasses March 2012 internal
presentation, MDrewd e s cr i bed méndate@d f@dnsgi Olpd Vv mi ze and pr
the Firmés balance sheet from potenti al | 0s ¢
over the hdDegpiteemibese and ot her descripti
Aprotecti ono ag ases) mbverdiwetyears,tno GlO dobumenk spdllenl Dut
exactly what the SCP was meant to heddme initial 2006 NBI approval document stated

that t he credit trading activities woul d
€ X D 0 S wstaldesof key items

Senate report footnote 20 Subcommi ttee interview of Il na D
5/13/2012email exchange with Jamie Dimon J PMor gan Chase , 0Synt he
JPMCIO-P S | 0017385 (AThe Chief l nvest ment of f
portfolio,d which i s #consiructafhedfeiagaingi dthercriske di t d

on_ JPMCO s b .aThiaatite has been @drt of the ClO portfolio construction and
risk management sin@ 0 0 7tablé_df .key_items

Senate r eporFtom€mrlishdied 68 : A

TO: FredBrosnan, Mike; Belshaw, Sallgfinsgaff, Martin; Waterhouse, Scott

Cc. Wilhelm, Kurt: Banks George; Fursa, Thomas: Hobames: Kamathaitam: Kirk.

Mike: Monroe, 'Chrstopher;Swank.Todd: Wong, Elwyn

Subject: JPM CIQ 1G9 "whale" trade

Date: Tuesday, April 17, 20 124:33:00 PM

On Monday 4/16 OCC and FRB examiners met with Ina Drew and several members of CIO
staff andrisk management to discuss the JPM synthetic credit book in view of recent press
reporting. This message provides a summary of our discussion, followed by a more the
detailed summary. It focuses specifically on recent changes to the synthetic credit book.

A JPM's Cl O has been using a syntheltwas credi
initially set up to provide income to mitigate other significant credit losses thatvould
surface under a broad credit stress scenario. Since it wasn't possible to tailor a specific
hedge to the JPM b#ance sheet as a whole, this portfolio was constructeds the
investment portfolio grew in 2002009, the synthetic credit portfolio wased to hedge
stress and jump to default exposures in that portfolio as well.
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A Glcredit derivative position wasanaged to provide arourd billion to $1.5 billion .
incomein credit stress scenarios against firm wide losses of $5 billion to $8 billion

A In late 2011, I n view of a c¢h&lOaanadens per C e
decidedto reduce tghyield (HY) credit protection howevefter the AMR bankrugty and

with Kodak expected to file for bankruptcy, the marketsdtd's HY indices weren't liquid
enough to use them to unwind Cé@osition.

AThe IG 9 index, which is much more liquid than HY indicesincludes five "fallen angels"

that allowed it to beused to reduce a "good part" ©6fO's HY position, so it was used to
reducethe HY protection.

AThe IG 9 market is not illiquid as it trades around $10 billion daily and spread changes

for this index are in line with peer indices The IG 9 curve hasteepened in a move of
around 65 standard deviations, and there has been strong buying of deferred contracts,
implying that the buyers are certain that there will be no defaults in the next 9 months and
nearly certain that there will be defaults next yehr.view of events, howeve]PM is
conducting a "post mortem" of the IG 9 situation and its impact and share results with OCC
and whercompleted.

The CIO began using credit derivatives around 2007 as part of its mandate to manage
structural balance sheetpositions. CIO only uses credit derivatives on indices, not specific
names. InitiallyClIO bought protection (shorted risk) on mortgages using ABX, and high yield
indices to mitigatesome ofthe firm's balance sheet credit exposuké.this time CIO
investments were highly concentrated in Agencypass~throughmortgage securitiesand

the structural credit risk was in the lines of business

Through the financial crisideposit inflows combined withower loan demand to leave the
firm with significant excesfunds. As part of its mandate to invest, when appropriate, in high
creditqualty, liquid investments, the Cl®egan purchasing low credit risk, top of the capital
structuresecurities to use the excess funds. While higality, these investment secigg

have more creditisk than the U.S. Agency patisoughs that continued to be held, so that
structural credit risk ithe investment portfolio increased along with portfolio growth.
Throughout this the CIO continued using index credit default swaps (CD3g0 mitigate

some of the structural credit risk in the investment portfolio and the lines of business
other than the investment bank, which manages its own credit risk exposur&Vhile

there are liquid markets for many credit derivative indices, the markes are not deep
enough to fully hedge a mulitrillion dollar_balance sheet CIO's credit derivative
position was managed to provide around $1 billion to $1.5 billion income in credit stress
scenarios against firmwide losses of5$billion to $8 billion. CIO managers decided to
reduce the high yield credit derivative protection around Thanksglastgyear. After the
AMR bankruptcy filing on November 29, 2011, the firm profited from its crddiivative
positions as anticipated, bhigh yield index derivatives had limited liquidity as demand
increased. ClGnanagers thought that it wouldn't be possible to reduce the high yield credit
derivative position by using the indices that created ithths available hedge product was

the 1G 9 index, which has goodiquidity as an investment grade indexand a high yield
component as fivef the index companies are "fallen angels" i.e., companies that have fallen
below investment gradgnce the index originatedhis was the reason that JPMCB began
selling IG 9 CDSs;going long IG 9 credit risk (selling CDSs) would neutralize some of

the short high yield credit risk position (long CDSSs).

JPM provided the CIO notional CDS exposures as requested, along with a sumitinery of
syntheticcredit portfolio maturity profile and results of a 10% credit spread widening (CSW).
The CIO CDS- portfolio_includes exposure to JPMC's IB along with third parties The
third-party counterparties are all major banks or broker/dealers. The stress reswlithah

the CDS portfolio net exposucannot be judged by looking at notional exposures alone. An
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example given is the ITraxx MaR0Junl13 position; the notional exposure is $28 billion long
risk suggesting a loss if credit spreadden, but the 10% CSWhows a profit of $68 million
because of equity tranche protection thaad of the position ..

The synthetic credit portfolio's position now provides around $434 million income in the
credit crisis stress scenarioVery generally, the portfolio risk pfile is short highyield risk
against longnvestment grade risknd short shorturation (to yeaend 2012) investment
grade risk againdbng longduration investment grade risk, i.e. a credit curve flattener. The
portfolio VaR was $59.2nillion on April 5th. The portfolio is reported in CIO positions

and subject to all of the JPMC market risk management systemslhrough the indices
used, the portfolio provides credit protection on 588 nam2sof them arefrom the IG 9
index, which currently gives aawverage $146 million jump to default at marketovery gain

per name. This position is stable until December 20, 2012 when $32 billion ofdsiedt
protection rolls off along with $4 billion of protection on IG 9 equity tranches, and the
average jump to default at market recovery becomes a loss of $572 million peBedone.

that happens, CIO managers feel they have time to adjust the portfolio to compensate
without roiling the IG 9 market.

In addition to inclusion in the firmvide stres scenariosCIO managers routinely run other
stressscenarios to assess portfolio performance in a variety of circumstdimeesynthetic
credit portfolio is seen to provide stress loss protection in an environment of significant
credit deterioration wit h defaults or perception of imminent defaults CIO managers have
been surprised that the IG 9 markat been so willing to take @md sell sonuch protection,
regardless of what JPMC didhe market is not illiquid as the IG 9 trades around $10
billion daily." The spread changes for this index are in line with peer indices. Many market
participants have been strong buyers of deferred contracts, implying that they had complete
certainty there would be no defaults in the next 9 months and near certatniygxhaear
therewill be defaults. The IG 9 curve has steepened in a move of several standard deviations.
CIlO managers said that the carsteepening move was around 6.5 standard deviations from
the mean.A review of the IG 9 situation is being done, andt will be shared with the

OCC and Fed when completed.

Attencees:

JPM: CIO attendees: In®rew Chief Investment Officer, Johw/ilmot CIO CFO, Achilles
Macris CIO Managing Director EMEA (telephone), Javigrtajo CIO Managing Director
EMEA (telephone),InGoldman Market Risk Management Managing Director, Pete Weiland
Market Risk Management:Managing Directdteith Stephan Market Risk Management
Executive Director EMEA (telephonefzreg Baer Managing Director Associate General
CounselJoe SabatiniManagingDirector Headsupervisory Relationship

OCC attendees: Fred Crumlish, James Hohl, Mdlex

Fed attendees: Annadcucci,two others

table of key items

Senate report first batch of exhibits disclosed on March 20EXhibit 85 extracts from
Achilles Macrsi to Ina Drew and Jamie Dimon on April"820126

From: Macris, Achilles 0 <achilles.o.macris@jpmorgan.com>:
Sent Sun, 08 Apr 2012 23:14:32GMT
To: Drew, Ina <Ina.Drew@jpmorgan.corri>
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CC. Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>; Dimon, Jamie
<jamie.dimon@jpmchase.com>; Hogan, John@jpmchase.com>; Goldman, Irvin J
<irvin.j.goldman@jpmchase.com>; Macris

Subject: Synthetic Credit Summary

Hi Ina,

Following up from our_earlier cdl, here isa summary ® -our synthetic crediactivity,
resuts and outlookfor Q2. Year-to-date the synthetic book s --$525MM. Offsetsin other
credit positions limit the Q1 lossto -$350MM, while the Q1 CIO Int'l financial income
was +$830MM including the synthetic book. The Q1 'TRR (including OCI delta) is
$3.2binyear to date. The synthetic credit book,asa dedicated hedge to our credit longs
continuesto beshortHY. In Q4, we decidedto neutralize the riskrofile of this bookfor
two reasonsa) the large realized gainsaroundthe AMR events, and) given our large
investment prograrm cash pedit securities andelatedview.

Our attenpt to neutralize thdook has beerunsuccessfuMWe endedup losing a preittable-
575MM on HY shorts,however the IGhedge delivered only50MM. Although investmat
grade performed veryell In Ql. And the "relationship betweerY andIG also workedn
our fava, two idiosyncratic factorseendeedour hedgeineffective:

1. Our longs, 1G.9 and.ITX.9 forwards, are in_the off-the-run_curves which steepened
+24bps Excess liquidity and the pnask environment drovearry traders to thefront -end.

2 our longs underperformed the on-the-run indices as they contain specific higkrisk
names 'in the old sefes (CDX.IG.9 contains Radian, MBIA, Countrywide, ILFCStar
Finandal, RR Donndly; ITraxx.S9 contains Hellenic Telecom, Banco Espirito Santo,
Portuugal Telecom,Dixons, Elec. de Portugd). The reason howeer that we have chosen
theselG proxies Ishecauseheseare thevery names that we are shamtHY instruments. .

Therefore, although thugar unsuccessfulthese IG proxies bestneutrdize and balanceur
synthetic books tevent'risk. This fasbeen reflectedh theVVaR and Stress VaR. Overall, we
still remain shortthesenameswith a pro-defaut jump risk profile. The book is overall risk
balarced, given the crosmarket lom/short and has positivearry of $2MM/day, while
retainingupsideon defaults (see graph below)

For final Q2 we estimatea P&L rangeof -150MM to +250MM. IntraquarterP&L would
exceedhis range,but not significantly The above estimatdoesnotincludeP&L on default
events, which isignificantly positive, as showm graphsbelow. It is my impression that the
recent market attentioto our 1G.9 activities maybe due to thearkets incorrectperception
thatwe are outrightong 1G.9index with arelated default riskprofile. We are not . | think it
would be much morékely that thesignificant market shortsn 1G.9 10YR will need tobe
covered Many dealga s hold significant shorts in 1G.9 againstlegacy CDO portfolios, and
as hedgeso illiguid_single-name

Inventory Related tolG.9, the most rewarding, shortterm catalystfor CIO would be an
MBIA related defaulteventand subsequent curve flattemg. Alternatively, a settlementr o
positive case outcomeor MBIA would be hullish andwould support arally in the
forwards. Our P&L profile in this case would be in the above range of 150 to+250MM,
and more carry dependehinfortunatelythis scenario wald tie up augmenteRWA further
forward.

Best Achilles

table of key items

O
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Task Force Report page 118:
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Enhancements to tHemits structure &s of December 6 20)2include 67 redesigned VaR,
stress and nestatistical limits, including both global and regional Level 1 and Level 2 limits;
80 new asset class concentration limits for Al securities portfolio, applicable toboth
ClO and Treasury; 60 new single name limits for the CIO Municipal AFS portfolio; and 53
new country exposure limits, alspplicable to both CIO and Treasury, as a subsdb the
Firm-wide Country Exposure LimitdNew limits related to geographic coreation, curve
risk, single name risk, and compression rngkre made specifically applicable to the
Synthetic_Credit_Portfolio _during the second and third quarters of 2012 (while it
continued to be held by CIO, before it waansferred to the Investment Bank and
effectively closed out . ©

table of key items

2011Annual report(disclosed on 29 February 2012)
Page 107¢.

The Corporate/Private Equity sector comprises Private Equity, Treasury, the Chief Investment

of fice (ACI O0) , corporate staff Tereasuryand and e
CIO manage capital, liquidity and structural risks of the Firm. Thecorporate staff units

include Central Technology and Operatiohsternal Audit, Executive Office,Finance,

Human Resources Marketing & Communicationd,egal & Compliance, Corporate Real

Estate and General Services, Risk Management, Corporate Responsikili§trategy &

Devel opment . Ot her centrally managed expense
related expense, net of allocations to the business.

Corporate reported net income of $411 millionwi t h $400 mi |l Il i on &éwi n
AmericanAirlines..) compared with net income of $670 million in the prior year. Net revenue

was $3.3 billion, including $1.6 billion of securities gains. Net interest income in 2011 was
lower compared with 2010, primarily driven by repositioning of the investreecdrities

portfolio and lower funding benefits from financing the portfolio.

Page 111é about the CI O AFS books

Substantially all of the securities portfolio is classified as availabléor-s al e ( AAFS0)
used primarily to manage the Firmdéds exposur e
cash resulting from excess liquidity. Securities increased, largely due to repositioning of

the portfolio in Corporate in response to changes in the market environmenfThis
repositioning increased the levels of AJIS. government debt and residential mortgage

backed securities, as well as collateralized loan obligations and commercial mbagkee

securities, and reduced the levels of U.S. government agency securities. For additional
information related to securities, refer to the discussion in the Corporate/Private Equity
segment on pages 1008, and Note 3 and Note 12 on pagesi188 and 225230,
respectively, of this Annual Report.

Page 1251 2 6 e
Overlaying line of business risk management are four corporate functionsvith risk

managemeiitelated responsibilitiesRisk Management, the Chief Investment Office,
Corporate Treasury, and Legal and Conpliance.
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The Chief Investment Office and Corporate Treasury are responsible for measuring,
monitoring, reporting and ,nmeemres gaienagd fdreige Fir
exchange risk, angther structural risks.

The committees meet frequently to dissua broad range of topics including, for example,

current market conditions and other external events, risk exposures, and risk
concentrationsto ensure that the impact of risk factors are considered breadbgs the
Firmés businesses

Risk reporting: The Firm reports risk exposures on both a line of business and a
consolidated basis This information is reported to management odadly, weekly and

monthly basis as appropriate. There anéne major risk types identified in the business

activities of tke Firm:liquidity risk, credit risk, market risk, interest rate risk, country risk,

private equity risk, operational risk, legal and fiduciary risk, repaitation risk.

The Firm performs regular liquiditstress testsas part of its liquidity monitoringaat i vi t i es € .
The scenarios are produckm the parent holding company and major bank subsidiaries

as well as the Fir nieaerqubsidianyéi palLi uBdi by okeni
the parent holding comparigkes into consideration regulatory restrictionsthat limit the

extent to which bank subsidiaries may extend credit to the parent holding company and other
nonbank subsidiaries.

Page 128

Global Liquidity Reserve

In addition to the parent holding compartiqe Firm maintains a significant amount of
liquidity 7 primarily at its bank subsidiaries, but also at its nonbank subsidi&hesGlobal
Liquidity Reserve represents consolidated sources aivailable liquidity to the Firm,
including cash on depositat entral banks, and cash proceeds reasonably expected to be
received in secured financings of highly liquid, unencumbered securities, such as government
issued debt, governmergnd FDIGguaranteed corporate debt, U.S. government agency debt,
and agency MBS.

As of December 31, 2011, the Global Liquidity Reserve was estimatedajopbeximately

$379 billion, compared with approximately $262 billion at December 31, 2010rhe
increase in the Global Liquidity Reserve reflected the placement of funds with vegicusl

banks, including Federal Reserve Banks, which was driven by an increase in deposits during
the second half of 2011. For further discussion see Sources of funds below. In addition to the
Global Liquidity Reserve, the Firm has significant amountstbér highquality, marketable
securities available to raise liquidity, such as corporate debt and equity securities.

Page 158

The Firmdéds mar ket ri sks arise primarily fro
Servicing, and CIO in Corporate/Paie Equity.

CIO is primarily concerned with managing structural risks which arise out of the

various business activities of the Firm. Market Risk measures and monitors the gross
structural exposures as well as the net exposures related to these activities

Page 160¢

The following histogram illustrates the daily market risk related gains and losses for 1B,
CIO and Mortgage Production and Servicing positions for 2011This market risk related
revenue iglefined as the change in value oprincipal transactions revenue for 1B and

CIO (less Private Equity gains/losses and revenue from leeger CIO investments);
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trading -related net interest income for IB, CIO and Mortgage Productionand Servicing;

IB brokerage commissions, underwriting fees or other reyerewenue from syndicated

lending facilities that the Firm intends to distribute; and mortgage fees and related income for
the Firmdéds mortgage ©pipeline and wabalkhouse
firmwide market risk related revenue excludesjains and losses from DVA

Page 161¢.

The VaR and stresgstest measuresdescribed above illustrate th&al economic sensitivity

of the Firmbés Consolidated Bal an.clreeffebhtefet s t
interest rate exposureon reported reincome is also important. Interest rate risk represents

one of the Firmbés significant mar ket ri sk e
activities but also from the Firmbés traditd.i
loans and a&dit facilities, taking deposits and issuing dels. (iasset/ liability management

positions _including accrual loans within 1B and CIO, and offy balance sheet positions

ALCO establishes t he Fir mos i nt er emsits and at e r
reviews the risk profile of the FirnTreasury, working in partnership with the lines of
busi ness, cal cul ates the Firmbés interest r at

managementCIlO _end 2011 ref

Page 301¢é CIlI O madstutaralrisksi qui di ty a

Corporate/Private Equity

The Corporate/Private Equity sector comprises Private Equity, Treasury, the Chief Investment
Office, corporate staff units and expense that is centrally managesbsury and the Chief
Investment Office manage capital, liquidity, and structural risks of the Firm.

AFS vs MTM

~

Task Force Reportpage22 2 ; i
ClO invests the bul k oif higherdtid qualayn fixedncane c e s s
securities, such as municipal bonds, whigdans, and assétacked securities, mortgage

backed securities, corporate securities, sovereign securities, and collateralized loan
obligations. The bulk of these assets are accounted for on an availalter-sale basis

( A A F, althgugh CIO alstholds cerdin other assets that are accounted for on a-toark

market basisBeginning in 2007, CIO launched the Synthetic Credit Portfolipwhich was
generallyintended to protect the Firm against adverse credit scenarios. The Firm, like other
lenders, istructurd | y Al ongd credit, including in its
tends to perform well when credit markets perform well and to suffer a decline in
performance during eredit downturn. Through the Synthetic Credit Portfolio, CIO generally
sought to establisipositions that would generate revenue during adverse credit sceeagios (
widening of credit spreads and corporate defaliilts) short, to provide protection aigst
structural risks inheremtn t he Firmés and 2C1 O6ds | ong credi
Task Force report Foonote 1®r i or t o assuming her rol e as
Officer, Ms. Drew had more than 20 yearsof experience performingssetliability
management for the Firmand its predecessors, including as heati@fTreasury funain.

table_of key items
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Senate report page 44:

fiHowever,af t er the financi al crisis | AForeSals i f i ed
(AFS) portfolio expanded, acquired greater credit risk, and became a more obvious
candidate for hedgings The OCC Examinem-Charge at JPMorgan Chase agreed with that
analysis, noting that th€l O6s AFS portf ol i o $850 bilion &fterom $ 70
2008 acquiring subsintial credit risk along the wagao Mr. Wilmot, former CIO CFO, ta

the Subcommittee that it CP was meant to hedge the CIlI O6s
have also been used for ot heralbeitinat lalsof then t h e
structural riskin the firm2se. At t he same time, the CIlI O0s mos
Patrick Hagan, who joined the CIO in 2007and spent about 75% of his time on SCP
projects, told the Subcommittee that Wwas never asked at any time to analyze another
portfolio of assets within the banls would benecessary to use the SCP as a hedge for those
assetsWhile it is possiblehat the portfolio the SCP was meant to hedge changed over time;

the absence of SC#ocumentation is inadequate to establish whether that im fact, the

case2s1In fact, he told the Subcommittee threg was never permitted to know any of the

assets or positions held in other parts of the bards2 Given the lack of precision on the

assets to be hedged, JPMorgan Chase representaixesmdmitted to the Subcommittee, that
calculating the size andahtatswiaemmo infntolks | h ence @
AccordingtoMs . Dr ew, it wasShetoldihg Bubcorantitieartiaat tleere wvas

Abr oad | waabgt hosvibig the hedge should be, ts he used her dApart
isound.i n dfshe @aterwdnted to deviate from what heen agreed tessh

table_of key items

Senate report: A

According to JPMorgahaseds Chi ef Financi al Of fof cer D
2011, senior JPMorgan Chase management, including Jamie Dimon and Ina Drew, had
determined that the macroeconomic environment was improviagd credit markets were

expected to improve asell, with fewer defaultszs The SCP traders also expressed the view

that they were getting fAbullish siEymopdns 0 at
Union had agreed to provide long er m f i nancing to prop up

I i g u iindEuropestsAs Mr. Braunstein explained to the Subcommittee, there was also

less of a need for the CIO to protect its $350 billion Availabkor-Sale portfolio.a7z

Together, this analysmuggested that the SCP should be reduced insize.

Mr. Braunstein told the Subcommittee thiagcause the CIO had previously asked for an
increase in its RWA for its $350 billion Availablefor-Sale portfolio, CIO management
decided to use the SCP to achieve its new RWA reductiag. Mr. Braunstein told the
Subcommittee thate approved of this approach, since the valub@ieconomic protection

the SCP was providing at that time to the rest of the bank was less valuable than the
capital it required the bank to provide.ss2 Similarly, Mr. Dimon told the Subommittee

t hat t he SCPOs béconing legs retevaet,csinde ahe bankawsas bigger and
earni ng mor e mo syethetjc assatsdvoutd hequireSiEdPod alot of capital
under theupcoming Basel Ill standardsazss

Mr. Goldman also told the Subcommittee that, in December 2011, a decision was made
to stop using the SCP as a hedges which made its credit loss protection characteristics
irrelevant to thalecision to reduce its RWA.

According to JavieMartin-Ar t aj o, h e a duitypand crebiteradidd dpération,eitq
was then that the headbfh e CI1 O6s | nt AchillesaMadrig, told him 0t thd ¢ e ,
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SCP _book was no longer needed to hedge tail risk at the barmkd should be reshaped,
primarily to put a stop to the lossi#swas experiencingesa Mr. Martin-Artajo later told the
JPMorgan Chase Task Foicemvesti gati on that, desslipiewece Mr .
the SCP book asteedges2si

table of key items

VAR reports VAR disclosue changed between August 2009 and November 2009

The 2011 annual report compares VAR monitoring with stress testing: this looks beyond
VAR and is commanded by JPM senior managemen

Economic value stress testingVhile VaR reflects the risk of loss due to adverse changes in

nor mal mar kets, stress testing captures the
abnormal marketsThe Firm conducts economic value stress tests using multiple
scenarios that assme credit spreads widen significany, equity prices decline and
significant changes in interest rates across the major currencies. Other scenarios focus on the
risks predominant in individual business segments and include scenarios that focus on the
potertial for adverse movements in complex portfolios. Scenarios were updated more
frequently in 2009 and, in some cases, redefined to reflect the significant market volatility
which began in late 200&long with VaR, stress testing is importantin measuring ad
controlling risk. Stress testing enhances tF
potential, and stress losses are monitored against Ifatitss testing is also utilized in one

off approvals and crossbusiness risk measurement, as wells an input to economic

capital allocation. Stresstest results, trends and explanations based on current market

ri sk positions are reported to the Firmds se
to help them better measure and manage risks and deratand event ri$kensitive
positions. 0

table of key items

In the Annual report of 2009, published in early February 2010, JPM starts speaking of
CIO VAR on page 126 to 132.

O0For further information on the investment |
173 and 196199, respectively, of this Annual Report. For further information on CIO VaR

and t he Fi-atnsk, see tha Manket RigksManagement sectiopages 126132

of this Annual Report. o

table_of key items

On page 94, the JPM annual report descri bec
capital o based on 606stress testsd and o6éVar 6

Market risk capital The Firm calculates market risk capital guided by the principle that
capital should reflect thesk of loss in the value of portfolios and financial instruments

caused by adverse movements in market variables, such as interest and foreign exchange
rates, credit spreads securities prices and commodities priceking into account the

liquidity of the financial instruments. Results frondaily VaR, biweekly stresstest, issuer

credit spread and default risk calculations as well as other factorare used taletermine
appropriate capital levels. Market risk capital is allocated to each business segment based on

its risk contribution. See Market Risk Managemenpages 126132 of this Annual Report

for more information about these market ri sk
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Onthe page 128, JPM pictures its VAR model a ¢
businessesd, which implies a gl obal attri bt
of risks between CI O and CIB at the | east

ri ské and Foreign exchange risk, but not Ocr

The highest concentrations of market risk ar
Chief Investment Office in the Corporate/Private Equity segment.

The Chief Investment Office isprimarily concerned with managing structural market
risks which arise out of the various business activities of the Himese include structural
interest rate risk, and foreign exchange risk Market Risk measures and monitors the gross
structural exposws as well as the net exposures related to these activities.

Value-at-risk J PMor gan Chaseos pri mary statistical
potential loss from adverse market moves in a normal market environmeptandes a

consistent crossbusiness measure of risk profiles and levels of diversification. VaR is

used for comparing risks across businesses, monitoring limits, and as an_input to
economic_capital calculations Each business day, as part of its risk management activities,

the Firm undedkes acomprehensive VaR calculationthat includes the majority of its

mar ket risks. These VaR results are reported

On page 131, the annual report discloses the CIO VAR next to the CIB VAR. The
diversification benefit in 2008 fronrCl O and the I B o6credit portfoc
but was almost nil in 2009 as per this JPM annual report. This is the year when both the

SCB and 6credit hybridsoé wildl make record ga
but does not explain tht this is all about the SCB:

0 In addition,the 95% VaR measure also includes certain positions utilized as part of the
Firmbés risk management function wiandinthe t he C
Consumer Lending businesses to provide a Total IB and other VaR médsen€lO VaR

includes positions, primarily in debt securities and credit products, used to manage

structural risk and other risks, including interest rate, credit and mortgge risks arising

from the Firmés ongoing business activities.

mortgage pipeline and warehouse | oans, MSRs
including these items iWaR produces a more complete persget i ve of the Fir m
risk profile .

VaR backtesting (95% confidence level VaR)
To evaluate the soundness of its VaR mottha, Firm conducts daily backtesting of VaR

against t he FrelatedGevenumawhikhes defined sskfollows: thengeain

value of principal transactions revenue for IB and CIO (excluding private equity
gains/(losses) and revenue from longegm CIO investments)yading -related net interest
income_for IB, RFS and CIO (excluding longeterm CIO investments); IB brokage
commissions, underwriting fees or other revenue; revenue from syndicated lending facilities

t hat the Firm intends to distribute; and m
mortgage pipeline and warehouse loans, MSRs and all related hedgesailyh&mwide
marketriskr el at ed revenue excludes gains and | o0s s

table of key items
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Reqgulators concerns2009, 2010, 2011

Task Force O0silenced6 about regulators concer
fiPeter Weiland Mr. Weiland was the Head of Market Riskfor CIO and the most senior

risk officer within CIO prior to middanuary 2012, when he began reporting to Mr. Goldman.

Mr. Weiland resigned in October 2012rom 2009 until mid-January 2012, Mr. Weiland
reported to Mr. Zu br o w, with fAdotted | iFrandanvaey2@l2 t i ng
until May 2012, Mr. Weiland reported to Mr. Goldman. Thereafter, Mr. Weiland reported to

Mr. Bhargiri until October 2012

table of key items

Senater eport very O6discreted hint at a oO6CDO bri

Footnote 157

See2/6/2009 presentation prepared by JPMorgan Chiaseesponse to a Subcommittee

request, ACDO ab r-JREMB0IO0BEL] Markit Credit Indices: A Primer, at
20; see also David Mengle, Credit Derivatives: An Overvieetleral Reserve Bank of

Atlanta Economic Review, Fourth Quarter 2007 at 3

Federal reserve supervision and stress tests

OIG Report October 2014, page83 Odr report contains four findings. First, as part of its
continuous monitoring activities at JPMC, FRB New York effectivégntified risks related

to the CIO6s trading activitiesincladindg (1)pa anned
discoveryr evi ew of the CI O0s proprietary tradin
examinati on of t he CIl Ggksappdfite,vand nsk managenfent a me w
practices in 2010. Additionally, Bederal Reserve System team conductina horizontal

examination at JPMC recommended a fulscope examination of the CIO in 2009

OIG Report October 2014, page4:. As noted above, in August 2009, Federal Reserve
System staff determined that a fattopeexamination of the CIO was needed

OIG Report October 2014F oot n ot Ehe 20D0@9: Suplrvisory Capital Assessment
Program was a forwasiboking exercise designed to estimate losses, reveandsteserve
needs for eligible U.S. BHCs with assets exceeding $100 bdlion.

Senate report about 2009 o6regulators concern
fPeter Weiland served as the seniemost risk officer at CIO from 2008 until January

2012.Mr. Weiland had beehired by Ms. Drew,in2008t o serve as the CIl OO0
Risk Officerses Mr. Weiland ini tially reported directly to Ms. Drew. The top traders at

CIO also reported directly to Ms. Drew, creating a situation where the final authority on risk
management at the CIO was in the hands of the person who was also in charge of the top
trading strategis resulting in a lack of independence in the risk management function. That

lack of independence raised concerns with regulatorsin 2009, JPMorgan Chase
changed the ClI O6s reporting |ines, and Mr. V
to Barry Zubro w, the bankwide Chief Risk Officer, whilma i nt ai ni n-gi moe Ad ot t
indirect, reporting relationshipiith Ms. Drew. Mr. Weiland told the Subcommittee that the
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changes were made in response to regulatory predMinen asked if the reorganization
madea di fference functionally, s . Weiland an:
table_of key items

November 2010 O6Close and continuousd® supervi

FCA October 2013 0 FCenanlof tiedlaws in thé CIQ ¥QGeproess : A
were present from 2007. In particular, there was no specific valuation training provided to the
relevant individual who had been in position since that time. The process was a highly manual
one and therefore inhently susceptible to data entry problems. Relevant skills and
experience held by the Firmbés obucts evere nmote nt B
routinely utilized.

4.89. Guidance had been sent to the Firm by the Authoriugust 2008arising from a

number of material mismarking incidents at other firms fhbe ar CE @ THe®eat er 0
CEO letter set out a list of underlying causes that should be addressed to reduce the likelihood

of future mismarking incidents. In particular, these includedghaduct control staff were

unable to challenge front office staff adequatelythrough lack of skills or seniority, acting

too much as a business facilitation function and not enough as a control function. It also
referred to independent price verificatiggrocesses being highly manual, leading to
insufficient time andesource to analgzand investigate valuatiorsises fully and to exercise

judgment and challenge front office valuations.

4.90. These issues were present in CIO VCG, and were not addressedfter the Dear

CEO letter was sent to the Firffurther to the Dear CEO letter, the Authority undertook

t hematic worKk in 2010 which sought to eval
relevant changesThe Authorityds initidliromdserapagptrioar
valuation included that there was a manual valuation control process with heavy spreadsheet
reliance, valuation policy left much to the subjective assessment of individuals
performing the month-end valuations and there was no procedurefor ensuring
consistency in valuation approach between different lines of business

491.As a result, the Firm introdywhhksomhtfoPr odu:
create consistency with respect to the valuation of products and price testitgilzeneéxtent

that inconsistencies existed, to determine why there was an alternative approach and to obtain
agreement from the relevant market maker within the Firm that the alternative approach was
justifiable. The relevant market maker for credit dertvi ves was t he Fir mds
The Product Champion Initiative was never completed in relation to credit derivatives
however the known differences between CI O VI
not viewed as material by the Firm. The Fiirm alsoe |l i ed on t heiend audi t
testing of CIO VCG in December 2011A new consistency exercise began in 2012. As a

result of the Product Champion Initiative, CIO VCG learttet the Investment Bank utiéd

thresholds in its valuation procedsis led CIO VCG to introduce threshold adjustments

into its own process in 2011.

The introduction of thresholds

4.92.A change to the CIO VCG process was made in early 201At that time a threshold

adjustment process was introducédthough the Firm did not realize at the time, the
implementation of this process was also fundamentally flawed and the effect of its
application contributed to the failure to detect mismarking in a timely fashion in the
first quarter of 2012.
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FCA October 2013 6Final Noticed page 56: 0

The Authority had clearly laid out matters relating to CIO (including the SCP) in which

it had a particular interest in a letter dated 9 November 2010The letter had been sent in

the context of anore detailed supervisory relationship with the Firm. The Firm should have
known that its failure to disclose numerous serious and significant events and problems
regarding the SCP from January 2012 to 2 July 2012 would be in breach of Principle 11.

February 2016 FCA Final notice for Achilles Macripage 8 ii

I n addition to the Firmbs regul atory obl ic
relationship with the Authorityfrom 1 October 2010 CIO in London had been the subject

of a more detailedsupervisory relationship with the Authority (referred to by the Authority

as adcl ose and cont i nuo)u b Magis pnearstoodsdlosenandr e g i n
continuous supervision to mean that the Authority had identified the CIO function as an
importantfunt i on wi thin the Firm and that the disc
activity would be more detailed and more frequent

4.6 On9 November 2010 the Authority advised the Firm in writing of particular matters

relating to CIO about which it wished be kept informed. Although not addressed to him, Mr
Macri s received a copy of the Authorityos
Authority said it wished to be kept informed included:

1)6 Any significant gr owt]lh HME Aa spsoerttsf oolri ocshéabn g e

(2) dA]ny significant change in levels of risk appetite, or material change to portfolio
mandates or risk |Iimits allocated to CI O EME

(3) dM] aterial changes to the portfolio or EMEA strategy.
table_of key items

~

Senate reporabout OCC concerngr 2010 i
In 2010, as part of its routine examination process, the OCC conducted a detailedofeview

the CI Ob6s i nv dosusimpampiarticaar onithei$350 kilson Available for

Sale portfolio, and warned that the CIO needed to do a better job documenting portfolio
decisions andananaging the risks associated not only with that investment portfolio but with
several others asell. On December 8, 2010after concluding its examination bfh e CI OO0 s
investmentactivities, the OCC sent @upervisory Letter to ClIO head Ina Drew with its

findings, requirements, and recommendatiezss.The Supervisory Letter includedMatter

Requiring Attention (MRA) T meaning a matter that required corrective action by the bank

i stating thatCl O management needed to fAdocument [
deci sidzsdpheSummer vi sory Let t dskmandgenent frammeworttfort hat t
the investment ptiolios( St r at egi ¢ Asset All ocatileked and T
fa documented met hodol ogy, and btleef features to ensuter d s
that the CIO wasmaking investments and controlling associated risks in line with the
expectabns of seniomanagement and the appropriate Board of Directors commuttddne

Supervisory Lettemade no explicit mention of the Synthetic Credit Portfolio, but because the
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SCP was part of th€AA portfolio, which was mentioned in the MRA, the MRAsalapplied
to the SCR237
table of key items

Senate report Footnote 1508ee12/8/2010 Supervisory Letter JIPM201080, OCG-SPI-
00011201 [Sealed Exhibit]. The letter was copied to Jamie Dimon, Douglas Braunstein,
Barry Zubrow, Stephen Cutler, and others. For more information about this letter, see
Chapter VI

table of key items

Senate report page 223 on the MRA: A

Prior to the OCCO0s i ssuance pmdticedor tiBUOCE tOoVvi sor
hold acloseout meeting with the bank to discuss the examination findings, requirements,

andr ecommendati ons, and receive bank managem
marketsexaminer at JPMorgan Chase held that meeting @it head Ina Drew, whom he
said did notr e a c t wel | to the examinationds critioc
supervisor, the OCExaminerIin-Charge,Ms . Drew fiost e[rtnHe 6 OQG GBc]U
conclusions with him for 4&ni n u t23€The. QL C told he Subcommittee that, among other
objectonss he compl ained that the regulator was t
business,and that its requirementgould take away necessary flexibility from the Cixa

Moreover, according to the Examindn-Cha g e 6 s Ms. deew Informed the OCC

At hat i nvest ment deci sions ar e ma d e wi t h
management including Jamie Dimon. She said that everyone knows that is going on and

there is little need for more limits, controls, or repot si2z20d he OCC6s head c
mar kets examiner told the Satithectimeryher teacton, t h at
because that |l evel o f Apusthlakk gborxaec MRA
A e x t riceilee. OCC Examinem-Charge cheacterizedMs . Drewbs respons
attempt to invoke Mr. Di moin @rder ta ury toavoid t y an
implementing formal documentation requirementsWhen asked about the meetirigs.

Drew told the Subcommittee that her recollecton way,i | e she disagreed w
recommendati ons, it waspasdahgoGUHOGsS whbowmglb deé s
OCCbOs 2010 Lsttep signedibg Ms. YPrew in January 2011 committed to
documenting investment and risk decisions forSAé\ portfolio, but never mentioned the

TAA portfolio in which the SCP was then locateds

table of key items

Federal reserve supervision in late 2010 and changes in early 2011:

OIG Report October 2014, pad®: filn September 2010, CPC tedralso recommended a
target examination t o asses appetite,gisk@an@gesentg ov er
practices for t he Abanki ngconmpostidn ofvits hedging a d i n ¢
portfolio. Nevertheless, CPtéam 2 did not initiate discussions witlte OCC regarding these
activitieso

OIG Report October 2014, pa@s:
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We acknowledge that the background sectitmes not describe the involvement of the
LISCC, but page 25 of the chronology section of reortdetails the transition to the LISCC
structure in 2010.

OIG Report October 2014, pa@s.

The LISCC OC replaced the LFI Team aagsumed responsibility for coordinating the
Feder al Reser ve Sy s taetvites forcartgrelarge, ceanpldbenkimy!l anni r
organizations. In the aftermath of the crisis, Beard established higbriority Federal

Reserve System initiatives or mandates, includingGbmprehensive Capital Analysis and
Review(CCAR),44

Page 2¢6 t he LI SCC OC i n De cteenmbed ito reassesdthen201g h 1 i g
supervisory priorities

Page 3@ . On March 28, 2012 the LISCC OC convened a meetiag.

Page32 Our evaluation indiaddéetdi bhatothése L&E
LI SCC OCb6s guidance f osuperFisonyteamsa to foBus srekey e Sy
supervisory prioritiescontributed to FRB New York revisiting the prioritization of its

planned supervisory activities related to the CIO.

Page IBBaeember, the LISCC OC encouraged supervisory teams to reassess their
supervisory plans.

Page 3& In 2011, the Federal Reserve System performed the first CCAR supervisory
assessment of tloapital planning processes and capital adequacy of large, complex BHCs.

Page 64email response from Michael Gibson of the NY FEDoIt should be noted that
responsibility for supervisory planning for LISCC portfolio was moved to the LISCC
Operating Committee (the AOCO) in 2010, and
final decisions on supervisory plans have rested with the OC.

Page 72 0As the report acknowledge3®MC was positionedto withstand the CIO losses,

in part because ofaptphhe pFe chdrealf oRaserome&Gapi t ¢
Page 72 0 The Ol G says that the New York Feddbs r
ClO exams.This is_incorrect _the last proposed CIO exam was cancelled in _February

2011 ,which prior to even the announcement that staff would {meganized in Mie2011.

table of key items

Stress Loss limit breaches ineary0 1 1 é .

Senat e HKoeexample, in thdérst half of 2011, the CIO reported multiple, sustained
breaches of its stress |limits and attributed
credit (tmahltdeCl O keettriggered elght times, sometimes for

weeks at a stretch, from January to June 28kThe bank notified the OCC about those
stress | imit breaches, l i ke other internal r
Management (MRM) Reportingmails which listed risk limit breaches and in its weekly

Market Risk Stress Testing reportssin thosereportd, he Cl1 O attri buted al
stress | i mit breaches to changesolnthefist s fisy
breach of tk year, for example, whiabccurred onJanuary 27, 2011 the CIO continued to

breach the limifor seven weeks in a row, peaking at 50% over the limikoT he CI OO0 s
stress limit breaches wedeamatic and sustainedduring the first half of 201lyet whenthe

OCC inquired into the reason for the breacheb,e bank Afailed to offe
t he s candrthe ©CGdid not pursue additional information.

table_of key items
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Task Force report page 787 foonote95Y Ancearlier limit breach within CIO appears to have

been part of the impetisdrfuan ua er dweigaaw ofy Cll Ods I
in the summer of 2011, described bel®® gi nni ng i n March 2011, Cl O6 s
limit was in _breach for some time The breach, which wadiscussed among the Chief Investment

Officer, the Firmwide Chief Risk Officer, and the CIO Head of Market Risgpears to have been

caused principally by activity unrelated to the Synthetic Credit Portfoliq in ClOb6s inter
rates sectoo.
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Seven weeks after the 9Zanuary 2011, namely the@" March 2011: f

FED Press release on websitel1:00 AMY Planned share repurchases will be reviewdieife

are material adverse deviations from the revenue and loss assumptions in a firm's capital plan
such that capital is not increasing as anticipatedé and

Compehensive CCARPDF Review page 4 A fkey innovation in the CCAR is the
expectation that large bank holding companies submit annual comprehensive capital plans to
the Federal Reserve. These plans will describe their strategies for managing their capital over
a 24month, forward planning hori zon. While the specific elements of the plan may evolve

over time, some of the key components are:

A description of the firmds current regul
terms of its capital instruments and any management plans to nefimence, or replace the
instruments over the planning horizon.

A description of allplanned capital actions(e.g., dividends, share repurchases, and
i ssuances), as wel |l as anticipated changes
strategy, ocorporate structure over the planning horizon.

A descriptionofthd ank hol di ng c¢ompany dosdetermioinge s s e s
the size of dividend and common stock repurchase programs under different operating
conditions.

The fir mbés petentsmldossesneamings, arfd other resources available
to absorb such losses under stressedonomic and financial market environments, and the
resulting impact on a firmbés capital adequac

An assessment, accpamied by supporting analysis, of the capital needed by the firm
on apostrstress basis to continue operationgneet its obligations, and function as a credit
intermediary.

Importantly, the Federal Reserve expects plans to be approved by the bank holding

c o mp abogrd of directors before being submitted. Consistent with their fiduciary and
governing responsibilities, boards of directors have the final approval authorigrefudly

responsiblef or t heir firmsdéd capital assessments an

Compehensive CCARPDF Review pagéd.0:
fiFor the 2011 CCAR, all 19 SCAP bank holding companies were required to submit a
comprehensive capital plan to the Federal Reserndamyary 7,20110

Compehensive CCARPDF Review pagd.0:

fAdjustments were made when a particular strategy for reducing riskweighted assets

or Il ncreasing regulatory c apdue #lfactovaassich dse e me d
uncertainty aboutealized sale pricesof certain illiquid assets or assets with highly volatile

47



48

valuation histories, or uncertainty abouta r més abi | i twgightedbassetéyd uce r
using improved risk measurement methodologies. Overall, the key benchmark was whether a
bank holdngc o mpany és pro forma (adjusted) Ti er 1
ratios on a Basel Il basis met the target levels of 7 percent, 8.5 percent, and 3 percent,
respectively, according to the timeline specified by management for meeting the fully
phasern standards.

NY Times article on March 18 2011: Awith Fed Consent, Banks Raise Dividends and
Buy Back Stock

By Eric Dash
March 18, 2011 10:02 am March 18, 2011 10:021@35 a.m., March 19 | Updated
For long-suffering bank investors, tie wait is over

After securing thd-ederal Reserées bl essing, a series of finan
dividends and buy back stock on Friday, underscoring how Wall Street profits and an
improving economy ha helped the biggest banks stage a broad recovery since they were

laid low by the financial crisis.

Within hours of being told by regulators they had passed a second round of stress tests,
JPMorgan ChaseWells Fargoand several other major lenders laid out specific plans.
Meanwhile, American Expresand Goldman Sach&nnounced they were resuming large
scale stock repurchases, with @Golan buying back the $5 billion stake it soldw@rren E.

Buffett in the fall of 2008

table of key items

Internal audit report of JPM from Q4 201Y &

Stress testingwhere There ismdocumentednethodology to outlie key testing components
(e.g computational methaghd shock factors used) or assess limitations such as off-line risk
measurementnissing risk factor and curves

AThe SAA book ($140bih Notional as at 12/31) does not currently feed the firm wide
market risk limits and thresholds framework and relevant SAA stress testing rests are

not measured against correspondingimits.

table_of key items
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He recalled one instance in which bank executives geted at OCC examiners and called

t hem A =sstlrugnatheér.examplen early 2012,according to the OCC, the most junior

capital markets OCC examiner arrivatl a meeting at thbank to discuss with his bank
counterpart the results of a recent OCC stress examinagidut instead of meeting with a

single risk manager, he was, in his woldlsa mbus hedo by all t he headc
from all the lines of usi ness at t he bank, including JF
Officer, John Hogana2ss Given the senior rank of the bank officials, the junior OCC
examiner normally would not have led the meeting, but the bank officials pressed him to
discloset h e Y9 @rélminary conclusions. According to the OCC examiner, on every

i ssue, thekbaekdsnnel criticized t hean®@CCOs
the meetingassumed | oud and 0 cizsmieaddCC exaninertregalesl that
Peter Weiland, theCl O6s Chi ef Mar ket Risk Officer, agt

on one point, which had the effect of quieting the executives in the roomuyt said it was
the only issue on which anyone from thenk supported an OCC recommendation from that
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examinationzss Af t er t he meeti ng ended, h e sai d t ha
response, the OCC issued its Supervisory Letter largely in line with the original

conclusions the examiner had presentedss
table of key items

Senate report footnoté254 Subcommittee interview of Jaymin Berg, OCC (8/31/2012). The
examination was regarding the Firm Wide Stress Initiative, which concluded with an OCC
Supervisory Letter. See 3/9/2012 OCC Supervisory Letter- ZR¥209 to JPMorgarChase,
AExamination of FSI Stress Testing Framewor Kk
table of key items

Senate report Foonote 125%ee 3/9/2012 OCC Supervisory Letter JPA201209 to
JPMorgan Chas e, AExami nat Foameow oSuBcB8mmitteé®t r e s s
interview of Jaymin Berg, OCC (8/31/2012).

Footnote 1393 Subcommittee interview of Jaymin Berg, OCC (8/31/2012/9/2012
Supervisory Letter JPM-201209 from Scott Waterhouse, OCC, to Ashley Bacon,
JPMorgan Chase, HS$Ixadi meds oheotfing Framewor k
Requiring Attenti on: AMet hodol ogy [Jealed val u
Exhibit].

Risk limit changes insummer2011: VAR, SNPR,and numerix
Senate reportootnote 112

AUnder theMarket Risk Limits Policy applicable to CIO before May 2011the review of

limits and limit utilizations was required onlgnnually, as opposed to serannually.
Notwithstanding this requirement, prior to May 2011, the last review of all CIO limits was
conducted by CIO in ZI®. A new Market Limits Policy becanmeffective in May 2011

Under the more recent policy, limits are required to be established by Market Risk and
business heads, and certain of these are required to be reviewed anifessly by the

Board and semiannually within each line of businessIn the first quarter of 2012, Mr.

Weiland was in the process of developing a proposal to revise the CIO limit striitéure.

began that process in July 201Irecognizing that a serannual review of the limits had not
yetbeen conducted and that certain of CIl O6s |
discussed an early version of his proposal at one of his weekly meeithgsls. Drew in

the summer of 2011 When Mr . Gol dman became CRODHs Chi
he became involved in the process as well. Although the proposal was the subject of active
discussion in the first quarter of 2012 and a version of it was presented to the CIO Risk
Committee in late March, new limits wemet implemented until May 20120

Task Force report on this stress limit violatiomi footnote 95 An_earlier_limit_breach

wi thin Cl O appears t o have been part of t h
structure begun by CIlI Ob6s Head odesctibadrbklavt Ri sk
Beginning in March 2011, Cl O6s aggregate stress |1 oss |
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The breach, which was discussed among the Chief Investment Officer, theviBenChief
Risk Officer, and the CIO Head of Market Risk, appears to have been causépapyirtxy
activity unrelated to the Synthetic Credit Portfolio, i n Cl1 O6s i nternati on:

table of key items

Senate Report Footnote 113:
OPior to 2009, Si ngl e N bmiseapdHen goi the ilnsestmeRtiBank, byt i S NP R

CIO did not trade in any single names and hence did not have any single nameTlimgs. Fi r mo s
SNPR policy thus exemptedhe following assets, among others, from its scope: (1) investments
managed by CIO as paot the Firm's Strategic Asset Allocation investment portfolio; andX2)

index and index tranche activity Messrs. Zubrow and Weiland agreed that these assets should

be exempt from the policy because they were longerm, strategic investments and besm

calculating single name default exposure for a portfolio of indices and tranches is extremely complex.

As CIO began to add positions with exposures to single names, Messrs. Zubrow and Weiland
approved sets of namespecific limits for the particular namest o whi ch ClI O6s indice
had single name exposurEhese limits were separate from the SNPR limits applicable to the
Investment Bank, and trading in these instruments by CIO did not result in SNPR limits uBage.

late 2011 and early 2012CIO6s exposure to single names grew t
Firm-wide Market Risk agreed that it made sensim¢tude the calculation of that exposure within

the SNPR policy because the amount and aggregation of those exposures were becoming more
significant. I n early 2012, they began to discus
within the SNPR. The exact means by which that would be done were the subject of ongoing
discussion throughout the first quarter of 2012, due to theplexity of the calculations and the fact
thatincluding the short positions in the Synthetic Credit Portfolio in the SNPR would have had

the effect of creating more availability for the limit (in_part, because CIO owned equity

protection, meaning that itearned money on individual defaultsY

table of key items

T6Jamie Di mon at t he command

20022004 articles: BankOne merger and Goodwill

JPM 2003 Annual report for 2003 before BankOne merger page 46: Goodwill atil8rb
and market value at $43 billion.

NYT 14" January 20040 J.P. Morgan Chase to Acquire Bank One in $58 Billion Heal

Since Mr. Dimon assumed control of Bank One in 2000, the company's stock has increased
sharply as he has imposed the same formelgintless costutting discipline that made his
mentor Mr. Weill a financial legengltable_of key_items

JPM-BankOne Merger slides of the time:

Page 23: Shareholder equity line$45 BiIn for JPM, $22 Binfor BankOnévs $58bin
purchase price 0$36 BIn _added goodwil), total for a group total market value now at
$67+$36=%$103 BIn
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Page 20 upon costs & share repurchasi2,2 bln cost savings, $In merger costs$3.5
spent for share purchasebase in achieved by 2007
Page 17 on excess capital generatior$15 bin generate by 2007
BankOne 2003 Annual Reportn o 6 goodwi | | 6 and Mar ket wvalue

table of key items

10-Q Compilation of Return on capital and the performance of the time
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10-Q Compilation of Goodwill, Share issuance, stock option, TARP and debt issuance
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2005: Basel Il problems about CDS

Senate reporfiTheCl O was formerly part of the bankads
split off into a stanéalone office in 20052 According to JPMorgan Chase, its Treasury office

andthe CIOper f orm simil ar t asks iassetdbetthexSreasufy man a
office focusesnore on shorteterm asset liability managemend.

table of key items

20062007 Jamie Dimon becones CEO and Board chairmanof JPM

Senate report:iThe 2007 internal bank audit stated that the credit trading commenced in
2006, although Ms. Drew told the Subcommittee that the SCP was established in June
2007207The OCC determined that the SCP acquired its current name irzé2008.

In addition, the SCP was not named in any portfolio lists that the CIO provided to the OCC
from 2007 through 2012, al though t he Cl O
p or t fizmwhichowa®one part of the SGR4

In 2007, to carry out the edit trading portion of the New Business Initiative, CIO began
program to purchase fseBtxhatamedtheTABXBaKd TBBXoMere ct i on
new credit derivative indices that dnservel d]
ri gk. o0

table_of key items

Senate report footnote 19912/2012email from Ina Drew, JPMorgan Chase, to Jamie

Di mon, and others, i S yYPMICGRSI000110Y. edi t Mat eri a
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Senate report footnot2002/6/2009presentationprepared by JPMorgan Chase in
response to a Subcommittee request A" CDO Br i e f-JPM0-0000044 2 1, PSI

Senate reportil N November 2007, JPMor graupcodbctedands i n
audit Gf obh &Il OCredit Tradifigjosthdi ammet Rreivd iew
Business Product orSer voorid e 0 audi t report stated: AChi
credit trading activities commenced in 2006 and are proprietaryposition strategies
executedn credit and assetbackedh di ces. 0 The audit made no m
stress loss protection, and contaimedanalysis of the credit trading activity in terms of

lowering bank risk. It also did not identifyany assets or portfolios that wdreing hedged by

the credit derivatives. The audit rated hé O6s ficontr ol environmento
noted, among other matters, that@é O6s Val uati on Contr ol Gr our
Acal cul ation errorso whemerivaBveskot ng t he prices
Senate report footnote2 01 11/ 29/ 2007 ACI O Gl obal Credi t

Co. Audit Department Report, JR®IO-PSFH00060220230

table of key items

2008: Bear StearnsLehman- WAMU

SenateReport: fiBut according to the OCQyhile the CIO created a form&lBI approval

document to initiate credit trading in 2006, thEDQlid not update or amend thiEBl when

its traders began purchasing more complex credivakive products, such as credidex

tranchegpe and engaging in larger volumes of tradesThe OCC has since determined

that, in 2008, the bank violated OCC notification requirementsby adding credit index

tranche positions to the SGRithout notifying the agency of hat pfrmedwct 6 whi
represented fa substantii al change in busines

Senate report footnote 218ubcommittee interview of Mike Sullivan, OCC (8/30/2012);

5/ 22/ 2008 AChief 1T nvestment Of fpreparedbyeCVO, Busi n
on @Cteand Equi t ySPKOGPLEI, all 6A part of the NBCf@m called
APolsmpl ement ati on Reviewd which was fito be
was left blank Id. at 19

Senate reportiiMr. lksil: Ai[ 1 ]t had t o Ibackhip2Dd8 yol see. [|] sujviveds t ar t
pretty well until [I] was alone to be the target. [Y]es ffjean the guys know my position
because [ 1] am too big #£logsandhlkecomesrtob aged € [ B
this is it. [W]e realize that [I] am too visible. 761 Despite the emails predicting losses of

between $300 million and $600 million, at the end of the day on March 23, 2012, the CIO
reported internally a daily loss of only $12.5 milliofs

table of key items
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JPM Annual report for 2009:0n page 13ldiversification benefit on VAR between 2008
and 2009

0 In addition,the 95% VaR measure also includes certain positions utilized as part of the
Firmds risk managemert effud mtviesn meirshdinQHef ti lce |
Consumer Lending businesses to provide a Total IB and other VaR médsen€lO VaR

includes positions, primarily in debt securities and credit products, used to manage

structural risk and other risks, including interest rate, credit and mortgage risks arising

from the Firmés ongoing business activities.
mortgage pipeline and warehouse | oans, MSRs
including theseitemsiWaRpr oduces a more complete perspec

risk profile .
VaR backtesting (95% confidence level VaR)

To evaluate the soundness of its VaR motihd, Firm conducts daily backtesting of VaR

agai nst t h e FHrelated Gevenum,anhikhes defined saskfollows: the change in

value of principal transactions revenue for IB and CIO (excluding private equity
gains/(losses) and revenue from longm CIO investments}rading -related net interest

income _for IB, RFS and CIO (excluding longeterm CIO investments); IB brokerage
commissions, underwriting fees or other revenue; revenue from syndicated lending facilities

that the Firm intends to distribute; and mortgage fees and related income fohe Fi r mo
mortgage pipeline and warehouse loans, MSRs and all related h&tigedaily firmwide

market riski related revenue excludes gains and losses from D\A.

Senat e Overgime, the Basel Committee has issued four sets of capital standards.
Basel |, issued in1988 provided the first international capital standaf8asel Il, issued in

1999, revised the first Accord, and wégsalized in 2004 Basel 2.5, issued in 2009
strengthened capital standards related to securitizations and trading bdoexposuresin

response to th&nancial crisis; andBasel lll, issued in 2010 provided a broader set of
reformsios Basel Ill increased minimum capital requirements amdoduced a new set of

bank liquidity standards tofii mpr ov e t h e abildyndabgsory sheckscatismg ' s

from financial and economis t r e s s, € improve risk managemi
strengthen banks' transparency amd s c | ais Amorgysothér provisionsBasel Il

increased the minimum amount of capital that had to b raised from common equityi11i

table of key items

2010

Senate report footnote 6@iFootnote 60: Id; Subcommittee interview of Fred Crumlish, OCC
(8/28/2012) According to Ina Drew, the private equity portfolio wasadded to the CIO in
2010, at the request of Mr. Dimon Subcommittee interview of Ina Drew, CIO (9/7/2082).

Task Force report Footnote 69 Internal Audit issues three ratings: Satisfactory, Needs
| mprovement, and I nadequate. The | atter two are
ASat i sf ac tindtg pyiad auditaftCIONEYIEA Credit oRebruary 26, 2010

Senate report Urderthe Dodd-Frank Act, the OCC has ald®come the primary regulator
of federally chartered thrift institutions.
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Senate reporfEootnote 92DoddFr ank Wal |l Street Reform anfankConsume
Act o) , -2P3, dodifiedlal1®).S.C. §5412 (b)(2)(B) (2010%
Senate Clegproadt:erii zing the trades as | owering

that its trades were consistent with the Volcker Rule which bans high risk proprietary trading
by federally insuiskend thbha@gmaks ngbbhwesadgemnmi asthivit

That issue was oparticular interest, because the Ddeldnk Wall Street Reform and
Consumer Protection Actf 010 included théMerkley-Levin provisions, known as the
Volcker Rule, that prohibited highrisk proprietary trading by insured banks, but permitted
Ari sk mitigatingo hedges

table_of key items

Senate report Footnote 133e Section 13 of the Bank Holding Company Act, added by Section 619 of
the DoddFrank WallStreet Reformrand Consumer Protection Act of 2010, P.L. -PDB

Senate report Footnote 133ubcommittee interview of Julie Williams, OCC (9/13/201@)e Volcker

Rule was enacted into law in 2010, and implementing regulations were proposed in 20kt those
regulations have yet to be finalized. The bankimystry continues to press regulators about the contours of the
final regulations and whether particular tradagjivities would continue to be allowed

Senate report page 2filn addition, JPMagan Chase briefed the Subcommittee about the
findings of an internal investigation conducted kask force headed bylichael Cavanagh,
a senior bank of fi ci aExewtwveandQperaingrCenmmiitteess. of t h

Michael Cavanaghhas served a€o-CEO of the Corporate and Investment Bank since

July2012 and i s a member of the fir s@risrtoEhate cut i v
position, he served &BEO of the firmés Treasury and Secu
toJuly 20129Bef or e t hat , Mr . Ca Chigi Bnartial Officernrend as t |
September 2004 to June 2014 In_May 2012, Mr. Cavanagh became head of the
JPMorgan Chase & Co. Management Task Forceestablished to conduct an internal
investigation of te CIO losses: Daniel Pinto is currently the other CoCEO of the

Corporate and Investment Bankazfi

table_of key items

Senate report between March 2010 and June 2@t CDX IG series 13 was on the run

until March 21%'2010)

iWhen a new credit index serihesumnce¢ 1Eatened., i
series of the i nde x-tharruemsTodyeatinuedd trade urdildheit o a s
maturity dates, but are typically less activebdiedieo

Footnote 168Id., Appendix 4, at 35. One JPMorgan document used a more restrictive

def i niti on-therduenfd nii mdginchieosf hadse x ol d éorexamplea n 4 s «
the current on the run CDX series are 13, therefore, all indiceseries 9 and older are
considered p F5R1/2000thifeCI-\YODQ B 0 Pr ocedur e: Val uati c
OCCSP100052685, at 15.

Footnote 647See 5/21/2010 CIYCG Procedure: Valuation Process, OGEF00052685,

at 6 (Al n assessi ng lue measureraents that ard dulgect éostestingy f
VCG will consider whether such measurements appropriately reflect liquidity risk,

particularly in the case of instruments for which CIO maintains either a
significant/concentrated position and/or if the marketfor given instrument can be

observed to be less liquid

table_of key items
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Senate report:iiln addition to reviewing the SCP book, the VCG was responsible for
calculating andnonitoring the amount and categorizationaofy liquidity ard concentration
reservegstablishedor the SCP derivative®a?

Senatereportil n addi ti on, although JPMorgan Chaseo
risk limits on an annual basis in all its lines of busines<;1O riskmanagement had failed to
review the ClI O6s ridessk |T'imits for three years

Senate report footnotel508 / 29/ 2010 JPMorgan Chase & Co. ,
Pol iJeMCoenate/ Levin 000026, at 33 (AAnnual Re
models & reassed annually in light of: new developments in the literature or internal or
commercially available models; changes in the market for the producta@igbility of

liquid quotes for model input or major growth in volume); change in the featofethe

product or portfolio; backesting of the model and experience with effectiveness of its
application; themateriality of model risk. 0 ) .

Senate reportonJund u |l y  DOudlds Brauinsteins er ved as JPMorgan CJ
Chief Financial Officer (EO) fromJuly 2010 to December 2012He was also a member of

the firmébs Execut i ve 2 imnNbventhere201a,tJPNoggan Chasemi t t €
announced that Mr. Braunstein would step down from that post at the end of the year, and he

has since become\dce Chairman of the holding compayln his capacity as CFO, Mr.
Braunstein was charged with overseeing and
reporting, and ensuring adequate capital and liquidity, among other guties.

table of key items

Senate report a bDauring theAfiisy feve years20d thé® Synthetic Credit
Portfoliods existence, the OCC was headed by
was replaced on an acting basis by Jéhaishiz2os

Senate report on September 20500 t he contrary, since at | ea
presentations to her colleagues at the bank, including Mr. Braunstein, showed that the
Synthetic Credit Portfolio, which was part of the largactical Asset Allocation portfolio,

had the shortest investment horizon of all of the portfolios in thei&1O.

Senate reportFootnote 15255ee, eg.3/ 2012 @A Directors RIC®Ok Pol i
2012 Opportunities and ChalHydnadew and Irvinr esent
Goldman, CIO, JPMCIO-PSI 0015015; 2/28/2012 email from John Wilmot, CIO, to Jamie

Di mon, Douglas Braunstein, JPMorgan Chase, a
JPM-CIOPSI 0001940, at 89/ 2010 NChi ef | resentmtioméonthe Of f i ¢
Directors Risk Policy CommitteeClqQCC®Psent at i
000032575, at 576 (showing an earlier version of the same page regardifg-thragtterm

investment horizon, withi Tact i c al | nvest i thg Syathetiw ICredith i ncl
Portfolio, as the portfolio in CIO with the shortest investment horizor).

table_of key items

Senate reporiabout December 201 The bank and the OCC told
instead of focusingn the SCP, the CIO typically discussed its Tactical Asset Allocation

(TAA) mark-to-market portfolio, a broader investment portfolio which included the SCP.1225
Consistent with that explanation, several internal CIO documents indicatevlibat CIO

head I na Drew discussed the ClIO06s investmen
Board of Directords Risk Policy Committee, ¢
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and did not mention the SCP1226 In addition, the CIO and OCC told the Subconamitt

t hat a few years earlier, the TAA portfoli.
portfolio.1227 Moreover, the CIO told the Subcommittee that in January 2012, it merged the

TAA with another portfolio of marko-market assets called the Strategissét Allocation

portfolio, and called the product of that mergerihiT M__Ov er | ayl@28por t f ol i o

Senate Report o dosddloBoeonobeeserved?ad th® ChiefiFinancial Officer

(CFO) of CIO during Mr. Weiland's tenure before Mr. Wilmot took ovad aMr. Bonocore
becamelPMorgan Chase's Corporate Treassuer.

Senate reporfFootnote 898 Subcommittee interview of Joseph Bonocore, JPMorgan Chase
(9/11/2012).Mr. Bonocore served as CFO for CIO from September 2000 to November

201Q after which time heserved as firmwide Corporate Treasurer until his departure from
JPMorgan Chase in October 2011 for personal reasons. Id.

Senate report: Wil mot r ejohnaMlmeos. FréhoJamuary201d i n e
tomdMay 2012, Mr . Wi | mancial @ticer,repdrti@dts MsChrewe f  F i n
with fAdotted | ineo r ePriorrtaservirg asttiee CRO of CIBMa un s t
Wilmot was responsible for Bank Owned Life Insurance and JPMorgan Partners Private
Equity Investments within CIO. Mr. Wilmot hasnounced his resignation and is expected to

leave JPMorgan in 2013.

table of key items

2011 Annual report

Page 107: iTreasury and the Chief I nvest ment Oof
structur al risks of the Firm.o

Page 128 the global liquidity reserve grew to $379 billion in end 2011 f&262 billion at

the end of 2010

Page 111 Substantially all of the sedties portfolio is classified as availaHier-sale
(AAFS0) and wused primarily to manage the Fir
invest cash resulting from excess liquidity CIO investments grew from $310and $370

billion in the period.

P a g e Q@ofpdrate/Piivate Equity

The Corporate/Private Equity sector comprises Private Equity, Treasury, the Chief Investment
Office, corporate staff units and expense that is centrally manageabury and the Chief

Investment Office manage capital,iuidity, and structural risks of the Firm.

Senate report Footnote 1228ee, e.g.12/2010Presentation to the Directors Risk Policy
Committee, prepared by Ina Drew CIO, OCCSPF0 0135422 at 2 (describ
l nvesting & R poitfolioVaa rorze gtypen efnportfolio with a short term

Ai nvest mentThédompirzered)l.ati on al so expl ained
referred to the CIO positioning its invest
investment portfolio. One example isa synthetic (or derivative) credit position
established in 2008 to protect the Firm from the anticipated impact of a deteriorating
credit envdat®@nment . 0O

table of key items

2011
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Senate report on the December ZDMRA response Tthe OCCO6s head capi
examiner told the Subcommittee tHate was fAsurprisedo at, the t
because thatlevel@fpus hbacko for an MRA respgcatiodsiwasyy fib a:
A e x t rizeiMige. GCC ExammerIn-Charge characterized M®r e wd s response

attempt toi nvoke Mr . Di monos a uin lorder itot tyy toavoid repu
implementing formal documentation requirementsWhen asked about the meetirigs.
Drew told the Subcommittee that here c ol | ecti on was, whilse she

recommendations, it was a godt wo way 0 .12l b e u £$ iOdmspohse toma |

the OCCO6s 2010 Supervisory LlLett ercgmmeétadgoned by
documenting investment and riskdaisions for the SAA portfoliobut never mentioned the

TAA portfolio in which the SCP was then locateek the Subcommittee that the failure to

mention the TAA portion of the MRA was not intentiontle SAA was simply a bigger
portfolio.12as The OCC told the Subcommittee that it should have noticed at the time that

the ClI Ob6s response was ,bsdbunsaid @ didndt, charactegzingS A A p
it failure to noticewuas an fAoversighto by th

The OCC told the Subcommittee tlihe MRA should have been reviewed by December
2011, but because of competing prioritiesit had delayed conducting thegview until the
fall of 2012.

Senate report footnote1223ee Subcommittee interviews of Jaymin Berg, OCC (8/31/2012)

and Ina Drew, CIO (9/7/2012hut see 1/2011 Executive Management Repoi®®CGSPH
00000250 (still reporting the TAA portfolio
changed.).

table of key items

Task force report footnote 109Veiland was chief market risk officer at ClO since 2008,
Hogan became firm CRO in January 2012, Goldman became CIO CRO right then

AMr. Goldman was previously Head of &gy for CIO€& Mr. Goldman was hired by Ms.

Drew as a portfolio manager in CIO in January 2008¢é In late 2010/early 2011, Ms.

Drew and Mr. Zubrow, whose wifebs sister is
to fill the newly created position of Chief Risk Officer of CIO. Ms. Drew _and Mr.

Zubrow created the positionbecause CIO had been growing ahdir view was that they
needed to enhance ClI O6s Risk staffing. They
with nearly a dozen individuals. However, none of the candidates who advanced to interviews
with CIO management was deemed to be right foptistion, and in late 2011he search

was putonholdShortly after | earning of Mr. Hoganos:s
Risk Officer for the Firm, Mr. Zubrow and Ms. Drew discussed Mr. Goldman for the

role of Chief Risk Officer of CIO. é

Task force report: filn 2011, JPMorgan was engaged in a Firmvide effort to reduce
RWA in anticipation of the effectiveness of Basel 1ll The Synthetic Credit Portfolio was a
significant consumer of RWA, and the traders therefore workedratus points in 2011 to
attempt to reduceits RWA. As part of this effortin late 2011, CIO discussed unwinding
certain positions in the Synthetic Credit Portfoliad
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table of key items

Task Force reporton the Var model change for CIO i i h andividual (henceforth
referred to in this Report as Athe model er 0)
around August 201 € From September to November 2011, the modeler
corresponded regularly with the relevant individuals from the Model Review Group and

on November 25, 2011, he submittetiis new methodology (known internally as g _u | |
reval uati ono or ) férBamlepprovab Ms5Williamsl acknawledged to

the Subcommittee thaiurchasing IG longs as a financing mechanism for oplositions

would not qualify asthetypef fAr i sk mitigatingo hedigge envis
In 2011, regulations were proposed to implement the Volcker Rule, but have yet to be
finalized14os

Senate report footnote 1625. S a t WzB/20d2yemail from John Hogan, JPMorgan

Chase, to Jamie DimonJ PMor gan Chase, A J BaiCUpdateirGOB i de Ve
01/ 26/ 20CIQRSéeHJIJP@PBNI0O1675 (AThis should be the
breach. A CIO model change is planned to go in thiskvemd. New VaR methodology

approved (and now the same methodology as IBeduces standalone Credit VaR by
approx. $30 mio. 0)

table of key items

Senate report about November 2011 and Vol cke

Senate reportrootnote 1333Subcommittee interview of Julie Williams, OCC (9/13/2012).
The Volcker Rule was enacted into law in 2010, amglementing requlations were
proposed in_2011 but those regulations have yet to be finalized. The bank in industry
continues to mss regulators about the contours of the final regulations and whether particular
trading activities would continue to be allowed.

Senate report Footnotel408 See, e.g.Prohibitions and Restrictions on_Proprietary
Trading and Certain Interests In, and Ré&ationships with, Hedge Funds and Private Equity
Funds, 76 Fed. Reg. 688461(7/201) . ©

Senate report :AJPMorgan Chase applied the CRM risk metric to the Synthetic Credit
Portfolio beginningn 20111062In December 2011, the bank decided to combine ti@l O 6 s

CRM results with those of the I nvestment B
benefito and | owered wosshe C&Muadarmy a8120rhdbdbwe
CRM totals suddenly began to skyrock@n January 4, CRM was calculated at $1.966

billion. 1064 On January 11, it was $2.344 billionoss On January 18, it reached $3.154

billion. 1066

table of key items

Senate report on the expikawise theOAGO s meEKXt@imi mg ro f
Charge atiIPMorgan Chase told the Subcommittee that he had thewsairestandingii We

were informed at vear end 2011 that they wer
r_i_sThat tneant getting RWA down. Mynderstanding, in my mindhey were going to

reducethe book 01284
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Senat e OreApd 5,tina Driégw emailed Mr. Braunstein and other executives,

including Jamie Dimon,t o expl ain the CIl OCbhse dwerrotveat i vtle
December [2011] as the macro scenario was upgraded and our_investment activities
turned pro _risk, t he b ook iswasdetaied in€ldapter it o a
hol ding a net fconsistegtwithothe SQPibedathédgd s no't

Task Force reportiiy 8y late December 201,1CIO was consideringhajor changes to the
Synthetic Credit Portfolio, both becausesenior Firm management and CIO management
had amore positive viewof the economy, and because the Firm was in the midst eff@m

to reduceweiitghit ddi sl s,ert conectior Wi A/DIoh senior Firm
management directed CIO to reduce RWA. In particular, CIO was considering reducing the
size of the Synthe& Credit Portfolio and, as explained afterwards by CIO, also moving it to a
more credineutral position (a shift from its short risk orientation in the fourth quarter of
2011¢ As part of this effort, in late 2011, CIO discussed imiwng certain positins in the
SyntheticCredit Portfoli®

SenatereportitAc cor ding to JPMorgan Chaseds Chief F
by the endof 2011, senior JPMorgan Chase management, including Jamie Dimon and Ina
Drew, haddetermined that the macroecononegnvironment was improviag: and credit

markets wereexpected to improve as well, with fewer defaattsThe SCP traders also
expressed the view hat t hey were getting fAbullish sig
because thd&uropean Union had agreed to provide longterm financing to prop up

Abank | endi ng im BulopestsiAg WMi. dBraungtein explained to the
Subcommittee, there was also less of a need for the CIO to protect its $350 billion
Available-for-Sale portfolios77 Together, tis analysissuggested that the SCP should be
reduced in sizers

Mr. Braunstein told the Subcommittee thia¢cause the CIO had previously asked for an
increase in its RWA for its $350 billion Availablefor-Sale portfolio, CIO management
decided to use lte SCP to achieve its new RWA reductioss1 Mr. Braunstein told the
Subcommittee thate approved of this approach, since the valub@economic protection

the SCP was providing at that time to the rest of the bank was less valuable than the
capital it required the bank to providess2 Similarly, Mr. Dimon told the Subcommittee

t hat t he SCPOs béconing legs retevaet,csinde dhe bankawsas bigger and
earning mor e mosyathetic assatsavoutd hequireSiEaPod aslot of capita
under theupcoming Basel Ill standardsazss

Mr. Goldman also told the Subcommittee that, in December 2011, a decision was made
to stop using the SCP as a hedges which made its credit loss protection characteristics
irrelevant to thaelecision to reduciss RWA.

According to JavieMartin-Ar t aj o, head of the ClIO6s equity
was then that the headbfh e CI1 O6s | nt AchillesaMacrig, told him @t the c e ,

SCP _book was no longer needed to hedge tail risk at the riida and should be reshaped,

primarily to put a stop to the loss#svas experiencingzs Mr. Martin-Artajo later told the

JPMorgan Chase Task Foicemvesti gati on that, d estllpiewece Mr .
the SCP book asleedges2si

table of key items

Senate report footnote393 12/28/2011 email from Javier MartinArtajo, CIO, to Ina
Drew, CI O, fA10B RWA TXNMQE PSI (Red39;cJPMoman Clpapet , 0
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Task Force interview of Bruno Iksil, CIO (partisdadout to Subcommittee on 8/27/2012).
See also 2013 JPMorgan C&a3% moreltteas $500fdlionc)e Re p o

Senate reporion stop loss advisory limitfiThe risk metrics discussed above besed on
projections of how a portfolio will performunder certain market conditiong_contrast
stop loss advisories are risk limits established on the basis of actual daily profit and loss
reports for a portfolio. A st loss advisory sets a limit drow much money a podfio is
allowed to lose over a specifigaeriod of time, typically onefive, or twenty days. An
advisory also sets a threshold for irased risk monitoring. If one ahe advisories is
breached, in theory, the portfolio excewd the advisoryshould receave increased
monitoring and attention from senior management Stop loss advisories are a
longstanding, easy to understand, and effective risk limit

The CIO had one, five, and twenty day stop loss advisorien place during the
accumulation of the credihdex positions in the Synthetic @lie Portfolio that produced the
losses incurred by the bank. Over the course of the penddrueviewthe one, five, and
twenty-day loss advisories were set at the same leval decision regulators would later
questia. In early December 2011 these stop loss advisory limits were increased from $60

million to $70 million. 115% ¢

15912/ 01/ 2011 JPMorgan Chase spreadsheet fiPosit-ion Lim
SPI-00134805; 12/9/2011 PMor gan Chase spreadsheet fAPosition Limit
OCCSPi00134832.

table_of key items

2012
EMR report about CIO valuations: t hey stopped for the Decemb

Senate report:i0ne of the regular reports the bank supplied to @@C was a monthly
Treasury Executive Management Report (EMR) which included a sectiowith basic
performance data for the CIO. According to the OCC, over timase reports became
thinner and thinner with | ess useful information about the CIOw2905 The OCC told the

Subcommittee that it approached Jbodglas g an C
Braunstein, as wel/l a s tdikiston dbauhthedask oCsafficiera r at e
information in the EMR2ss The OCC expl ained that it was
i nformation mean][t] | ess quwdlseh,iindJangady 2Q1h at r e

the OCC noted that the usual monthly Treasury EMR did not include any section on the

CIO, as ithad in the past. The OCC saidlater learnedthat, without ag notice to the

agency, the Clhad begun issuing its own Executive Management Report (EMRY.he
OCCsaidthatth€ ]l O di d not provide the OCC with cor
January, February, March, or April , the same foumonth period during which the SCP

losses explodetos When the OCClinally learned o f and requested a co]
monthly EMR report in April, after théondon whale stories appeared in the ptess

promptly received a copyzzozlt is difficult to understand how the bank could have failed to

provide, and the OCC failed to request, basic @é@ormance data for a four month period.
12084 /| 19/ 2012 email from John Wil mot b  @JC@004728. James Hoh!
13004/ 13/ 2012 email from Thomas Fursa, OCO@O47200 James Ho

The bank began reporting the CIO breaches in January and continued to report
multiple breaches for months Whi | e t he OCC mairegularirepoetsy al |
including theMaRRS and MRM reports, in a central databasethe Subcommittee found

no evidence that th®@CC made use of the risk limit reports in its routine regulatory oversight
efforts. For examplehe Subcommittee foundo evidence that OCC examiners analyzed
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the data to identify the most serious breaches or attempted to investigate why the
breaches were occurring.Given that theOCC did not appear to notice when other regular
CIO reports stopped arriving until press @ds on April 6 drew attention to the CIO, as
detailed abovsi is possible that the OCC examiners were not even reviewing the regular
MaRRS and MRM reports during the first quarter of 2012.

The OCC also failed to i nqudanuae 2012)ofaneaRe C1 OO0
mo d e | that, overnight, Thbwebao kdber EgObar VM
emails, which OCC receivedcontemporaneously, provided the OCC with timely cetf
threesignificant facts: thathe CIO had breached the bankvde VaR limit for four days

running in January; that the CIO was poised to implement a new VaR model on
January 27, and t hat t he new model woul d
results.131

table of key items

IBP&L ost ensi bly removed from OCC oversighte.

Senate report Still another instance involved profit and loss repdrtsither late January

or early February 2012, the OCC said that the daily Investment Bank P&L report

stopped arriving in OCC electronic inboxes.The OCC explained that whenktought up

what it thoughtwas i mpl y a glitch in JPMor gaform&htaseods
that Chief ExecutiveOfficer Jamie Dimon had orderedthe bank to cease providing the

| nv est mendily PBlarapkrts, because he believed it was too much information to
provide to the OCGzs0The OCCsaid that the bank explained further that it had experience

a series of unauthorized dalesclosures and the bank, not knowwfho was leaking the

data, sought o limit the informationit provided to the OCC, even though OCC had not been
responsible for the leakssiAccordingto the OCC, when it requested resumption of the daily
Invedment Bank P&L reportsPouglas Braunstein JPMorgan Chaseds Ch
Officer, agreed tahe request, butad apparently not informed Mr. Dimon. At a meeting

shortly thereafter in wibh both Mr. Braunstein and MRimon were present, according to the

OCC, when Mr. Braunstein stat¢hat he had ordergésumption of the reportdr. Dimon

reportedly raised his voice in anger at Mr. Braunsteimze2The OCC said that Mr. Dimon

then disclosed that he was the one who had ordered a halt teptivtes and expressed the
opinion that the OCC did not ne¢¢he daily P&L figures for thénvestment Bankzea

table of key items

VAR hasty model changehe change as of 27 EOD made the firm average VAR land at
$126,4 million for a $125 million limit
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Senat e The@C& totd the Subcommittee thathié new VaR model approval had not
been hurried in January, the CIO traders wol
up with new riskuoadi

Senate report On January 16, 2012, CIO exceeded its VaR limizo While several

JPMorgan Chasefficials minimized the relevance of VaR breaches in interviews with the
Subcommittee, VaRheasurements are considered significant enough within the bank that the
banpserating Committee received daily VaR uj
Management (MRM) Reporting group detailing the VaR levels for various business lines

and business segments agxplaining the basis for any significant changes. In addition, a
breachof the firmwide VaRwastreated within the bank asfaL e v enbtification, and was

reported to thehighest levels of bank management, including to CEO Jamie Dimon and

the rest of the Operating Committeesso

979 1/20/2012 email from Market Risk Management Reporting, JPMorgan Cleagdamie Dimon, JPMorgan

Chaseand ot her s, i) PaRCLOBMW 1BRQcessi on Not iJPMQ&RSI on ( CO
0000150;1/16/2012, JPMorgan Chase spreadsfie®to s i t i on Li mi t and LossoAdvi so
JPMCIO-PSI 0037534 $howing excession of the $95 million MTM 10Q/aR limit for close of business

January 16, 2012.

On January 20, 2012, the Market Risk Management Reporting group notifi€pénating

Commi ttee of the CIO06s ongoing brnetiicatbn of t h
stated:iT h e Fi r m6é s 9 bréachdaddt®D$12bmriR [million] limit for the fourth

consecutive day on January 18, 2012, primarily driven by CIO.0

On January 20, 2012,the CIO Chief Risk Officer, Irvin Goldman, emailed two of his
subordinates with this instructioi: T h i s thirds consdtugive breach notice.. that has
gone to Jamie [Dimon] and [Operating Committee] membersWe need to get Ina [Drew]

specific answersto he cause of the breach, ho@@ne oft wi | |
Mr . Gol dmanbés s ub oirthe chief tmarket riskMofficer irsondom dnd n
designer of the VaR model then in useespondediiThe VaR increase is driven by Core

Credit (tranche) € . We ar e i nmoldeetle asptpagpersalofé whi ch wi

[of] reducing the standalone VaRorf Core Creditfrom circa $96MM [million] to
approx[imately] $70MM .... My recommendation therefore is that we continue to manage to
the current ... limit ..and that we discuss further with the model review group (MRG) today
theschedule for completioaf approval of the new model with a view towamplementation
next weekwowsif possible. o

Mr. Goldman conveyed the same argument to his lglsef Risk Officer John Hogaifit T w o

i mportant remedies ar e .b Pasitiog offtetkedficeaVaRar®@ r e d u
happening daily. 2. Mostmportantly, a new improved VaRnhodel that CIO has been
developing is in e near term process of gettiagproved by MRG and is expected to be
implemented by the end of January. Thstimated impact of the new VaRodel based o

Jan 18 data will be a CIO VaRduction in the tranche book by 44%[&)57mm [million],

with CIO beingwelunder i ts osverall l'i mits. o

Senate report Footnote 98%/20/2012 email from Irvin Goldman, CIO, to John Hogan,
JPMor gan Chase, -Cl@RASD 0000HR ,[BmphdsiB Mh original Yr.

Gol dmanbés prediction of a $57 million VaR f
million VaR that had been predicted by Mr. Martin -Artajo and Mr. Stephan. See

1/12/2012 email from Peter Weiland, CIO, to Javier Maitin t a | o , Cl O, nJPMC
VaR1 Daily Updated COB 1/ 09/ 2012, 0 JPM CI O
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table of key items

Senate report footnote 1625 (fir credit VAR only reduced by $30 million while Firm total

VAR reduced by $53 mil | 1/282012 emailnfronaJoim tHogen, 6 cr e d
JPMorgan Chase, to Jamie Dimon,J PMor gan Chase, AJIPDMIy Fi r my
Updatei COB 01/ 26/ ZIOBSX H®00IEPNM Thi s shoul d be the
firmwide VaR breach. A CIO model change is planned to go in this wee&nd. New VaR
methodology approved (and now the same methodology as IB) reduces standalone
Credi t VaR by apy30/8042 emdil®d ManketoRisk Managemerit

Reporting, JPMorgan Chase, to Jamie Dimon, JPMorgan Chase, Douglas Braunstein,
JPMorgan Chase, and ot I ®ailyUpdafe COE F/i 2 mw2 @ k2
JPMCIO-PSI 0001339 The Firm's 95% 100Q VasRBl08wmobf cob
the $125mm limit, a decrease of $53mm from the prior day's revised VaR, driven by

ClO (i mplementation of newly apprgwe/d2 VaR 7
ACI O February 2012 -BuESIn ekk0 ORE8/9 ,e wa to eBBPOM ( A T
Operating Committee, Jamie Di mon, Doug Braun

table of key items

February RWA and CSO01 increases

Task For cla sepagatecemdils on Banuary 30, the same tradessuggested to

another (moreseniorntraderthalCl O s houl d st op increasing #dth
Abecom[ing] scary, o0 and take |l osses (dafull
increased notionals would expose the Firm t
versus therisk due to notional increaseé . By early February, t he |

about the losses including his lack ofunderstanding as to why they were occurring

prompted him to request a meeting with his managers, including Ms. Drewn order to

discuss the&yntheticCredit Portfolio. He prepared@esentation for the meetingghich he

sent to the more_senior _trader on February 2. The presentation was provided to Ms.

Drew and an executive responsible for the Synthetic Credit Portfolio on February 3.

ss Among other things, there is no evidence that Ms. Drew received the January 26 PowerPoint

described in Footnote 38

saAccording to a calendar invite sent by Ms. Dr e
(likely the meeting in question)Mr. Wilm ot, Mr. Goldman, Mr. Weiland and various members of

the Synthetic Credit Portfolio team were invited among othe

Senate report footnote 45 Afso on February 3, Mr. Wilmot sent an email to Mr.

Braunstein requestingi a ppr ov al to raisdy[GI7TOds |t M @UDB 7RV
Wilmot explained thatitwas@one quartaemdrtelgatsCbO believed
target to achieve the $160bn level for 2QUB1 2 . 6 Mr . Wi | motilweogs e t
confident in the RWA reduction from the MTM book, speciically the tranche book

which is where [CIO hoped] to continue to achieve significant reductions throughout the
year . o

Senate reporfiOn February9, t he Cl| MMM exce&&IR$18.6 million, a breach of
greater than 270%>20

Ms. Drew was informed othe CIO Global Spread CSBPV limit breaches in an efmaih
Mr. Goldman on February 13, 20121121In the email Mr. Goldman wrotét We wi | | need
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one off | imiMs .i MDcoreavage.pd i ed | ater that day:
Inanycaseiheed|[ s] to be recast wit hunQnkebmuaryl i mi t s
15,2012t he CIl1 O6s Chi ef MMWeiland,tdiscRssesl th€SDT breaches in,

an emai l with the CIl O06s KeffhhStephtan HRd em&l w®,finf i c er
part, seeking assistance in drafting language to request an increase in theCS@bdmit.

Mr. Weiland wrote:i Si1 n c-@anuary @O has been in breach of its global csbpv limits,
driven primarily by position changes in the tranche book.The csbp methodology adds

the csbpv sensitivitiesf all of the credit productsunadjusted for _correlations. As 1G
[Investment @ade credit index] and HY [HigNKield credit index] positions have been added

in January (with @edge ratio of roughly 5% the netcsbpv prints a positive numberen

though on a betadjustedbass the book is relatively flaMarket Risk is currently reviewing

all limits and most likely will remove thesbpv limit to be replaced with a set of credit
spreadwidening (CSW) limits tobetter reflect the risk of the portfolio in matdr market

moves. Until the nevlimits are implemented we will propose a eufé to the csbpv, as we

find that thestress and csw measures are more appropriate indicators of thef tisk

por t fuum At the. time of this email, Mr. Weiland was the heafl Market Risk
management at theélO. Though he reported to Irvin Goldman, Mr. Goldman baly been

Chief Risk Officer athe CIO for a few weeks2sAs t he CIl O6s kinamaggrst and i
and as someonegho previously had the authority to approve Level 2 limit exceptiozmd/r.

Weiland might havdeen expected to raise concerns about the mdortigsbreachesf the

CSO01 limits, but insteathis reaction was to criticize the risk metric and recommend

anather limit increase.

table of key items

February 13" Zubrow : Volcker comment lette68 Pages

Senate reporfiThe final point made in the April 13 earnings call by Mr. Braunstein involved

the Volcker Rule. Mr. Braunsteistatedi The | ast comment that | wo
on, we believe, the spirit of thiegislation as well as our reading of the legislation, and
consistent with this lonterminvestment philosophy we have in CIO we believe all of this is
consistentwi t h what we believe the ulti meih® outcoc
Volcker Rule, codified at Section 619 of the Dodérank Wall Street Reform and

Consumer Protection Act, is intended to reduce bank risk by prohibitingrisigproprietary

trading activities by federally insured banks, their affiliates, and subsidiaries. At the same
time, the Volcker Rule is intended to allow certain bank trading activities to continue,
includimmg ifgraitskng hedgi ng act iesthatreduse, ratheme a n i
than increase,lprank 6s r i Btke odadios sfesr. Mr. Braunsteino
trading activities would be foundo be fAconsi stent witho the Vc
the Subcommittee asked JPMorgahase if ithad any legal opinion examining how the

Vol cker Rule would affect the bankds Dbusi nes:c
such analysis had been performedasos At the time Mr. Braunstein made his statement on

Apr il 13, t he Vol cihegulationRuad stillbirs draft fonon| Eanies im the n g
year,on February 2, 2012, representatives of the bank had met with the OCC to voice

the bankds vi ews aswActoniag tabothatlietbank amd)tel OLE, atmm

point did the discussion tarto the Synthetic Credit Portfoliep the regulators could not have

given the bank any guidance on the effect of the Volcker Roldhe SCP during that
meetingieos On February 13, 2012, the bank submitted an official comment letter to the

OCC and other bank regulators criticizing the draft regulatiommplementing the Volcker

Rule and offering recommendations for changesAmong othercriticisms, JPMorgan
Chasebs comment | etter expr ereppsedregulaionengitn t h a
not permit the CIO to continue to manage the Synthetic CRaditfolio. The comment letter
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statediUnder the proposed rul e, this activity
deemed prohibited pea7Thig manalgsts adirgcetly contraalicks Nir.g . 0
Braunsteinds statement during the theaSCRI ngs
woul d be found to be fAconsistent witho the
provided briefing materials to Mr. Braunstein the day betbesearnings callshe provided

no support for the notion that the synthetic credit trades woutetmitted under the Volcker

Rul e. She sent him a fANQuest i cespsecttiathedVolékers wer s
rule, wrote:Ai [ Questi on: ] Il n y our fallvafod of Volckeo untleda t hi s

narrow definition (or even a broad one)?[Answer:] As Barry Zubrow pointed out in our

comments to the Regulators in Februarythe language ivolcker is unclear as it pertains
to_anticipatory hedging needs on the ALM sideThe condition for the hedging exception

appears to havébeen drafted with trading desks in mind, where both sides of a hedge are
markedt o mar ket . It i's a poor fitoalist. h DA[esvDest
analysis, which describes the Volckku | e 6s | anguage as fouhec!|l ear o
SCP, is also contrary to the positive assessment provided by Mr. Braunstein during the
earnings callMs . Drewbs suggested fAanswero to a Vc
b ank 6s commént lettr, which was signed by Barry Zubrow. Mr. Zubrow also sent an

email to Mr.Braunstein on the day before the earnings call, but suggested a more positive
response to ¥olcker Rule question than did Ms. DreMr. Zubrow wrote: il f asked ab
London / CIO ad Volcker[,] | suggest you add tfalowing thoughts:

1.) Activity was NOT short term trading

2.) Was part of LONG TERM hedging of the ban
3.) We do not believe that our activity in any way goes against the Ilpasasd by Congress,

norhe spirit or prwposed rule as written. o

Mr . Zubrow did not disclose or explain in t
official comment letter, which he had signed and which stated that the proposed Volcker Rule
Acoul d have [JO6deemedd tt deerCvatives trading
recommended a positive response, and Mr. Braunstein appears to have followed his advice.
Apart from Mr. Zubrowdés email, the Subcommi!t
tosupport MrrBr aunst ei n®ley, sngoing issoeerelated to the SCP is whether it

should be viewed as a riskducinghedge or as a higtisk proprietary bet that the Volcker

Rule is meant to stopnvestors wouldikely consider, as one piece of informatimmportant

in the overall mix, whether the CIO woulee permitted under the law to continue operating

the SCP as before or whether the SCP wbalk to be shut down, and a reasonable investor

mi g ht have been r eas sconfidend stabempénoN rthis is®ie. Ma n st e i
Braunstein should have known, however, thathecoutddt r el y on Mthree- Zubr o\
point email whi ch dir ec tphge offcial cgammendletier thatd t h e
had been vetted by the baffikabsMr.Zaubmoeaevidsaredna
apparently had no other support in any bank legal analysis or regutatongunication. Mr.
Braunsteindéds optimistic assess mdave readsured ng t
investors, but that is no justification for mi:sf or mi ng t he pubfficilklc abou
position that the Volcker Rule might prohibit the SCP as an example ofikigproprietary

trading.

table of key items

Senate report Footnote 1606

2/13/2012 letter from JPMorgan Chase, to Department of the Treasury, Board of
Governors of the Federal Reserve System, Federal Deposit Insurance Corporation,
Securities and Exchange Commission, and Office of the Comptroller of the Currency,
A Comme nt onLtletNotieerof Proposed Rulemaking Implementing Section 619 of
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the Dodd-Frank Wall Street Reform and Consumer Protection A¢ , 0 -CIOFPHI
0013270.

Senate report Footnotel607
Id. at JPMCIO-P S | 0013326 (indicating thtatis, the he us
Synthetic Credit PorthifAbIMi actwas tamendag htalhe wiea

the financi al crisis [that] would)have been
1608 4/12/2012 email from Ina Drew, CIO, to Jamie Dimon, JPMorgan Cbasgylas
Braunstein, JPMor gan Chase, and oCGIMRSH s |, A S

0001100, at 104 (emphasis in original).

Senate report Footnote 1609

4/12/2012 email from Barry Zubrow, JPMorgan Chase, to Douglas Braunstein, JPMorgan
Chase, Jami®imon, JPMorgan Chase, and othdis|_f asked about Londol
Vol c kKieMCI@GPSHH 0002418.

table of key items

John Bellando P&L reports

Senate reportiOn the April 13, 2012 earnings call, Mr. Braunstein aam the following

with respectt o t h ® Syr@het© &redit PortfoliofiAnd | would add that all those

positions are fully transparent to the regulators. They review them, have access to them

at any point in time, get the information on those positions on a regular and recurring

basis as part of our normalized reporting 1617 This statement by Mr. Braunstein had no

basis in factThe bank never providedthe OQ@Ci t h fia regul ar ormathed r ec u
Synthetic Credit Portim trading positions. In facit was not until a month later, on May

17, 2012, that in response to an OCC special request, the bank provided the agency for

the first time with specific SCP_position _level datasis Contrary b  Mr . Braunst €
representation, t he bwaithiksregua®rs regatdingithie 8CPL y t r an

On April 13, 2012, after theondon whale trades appearedtie press, the OCC requested
copies of the missing VCG reqis, which were provided on tlsame daysos basic reports on
a timely basis, and how tH@CC could have failed to notice, for two monthsthat the
reports had not arrivetMoreover, when the MarciiCG report was later revised bocrease
the SCPliquidity reserve by roughly fivefold, that revised report was not provided to the
OCC until May 17.1305

Senate report Footnote 1304/13/2012 email fromJohn Bellanda JPMorgan Chase, to
James Ho I€CIOJan@fy 2012 valuation memo and metri[c]s 0 CC@0004735.

US senat e Thheep oOCGC é@.o0.lcd t he Subcommittee t hat

Chi ef Financi al Oof ficer, Dougl as Braunst ei
division about the lack of sufficient information in tB&R.1296The OCC explained that it
was concerned because 1l ess I nformati on m

posel297Then,in January 2012, the OCC noted that the usual monthly Treasury EMR
did not include any section on the CIQas it had in theast. The OCC said it later learned
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that, without any notice to the agency, the CIO had begun issuing its own Executive
Management Report (EMAR98 The OCC said that th€lO did not provide the OCC

with copies of the CIlI O06s nManh, & MRril ,ithe salheanuary
four-month period during which the SCP losses expldddf When the OCC finally

|l earned of and requested a copy of the CIl O0s
whale stories appeared in the pr&860it promptly received a copy.301 It is difficult to

understand how the bank could have failed to provide, and the OCC failed to request, basic
CIO performance data for a four month periédsecond type of reportthat the bank

routinely provided to the OCC was the @@ Val uat i on (V@&X reportsy | Gr o
which weremonthly reports containing verified valuationsof its portfolio assets. The OCC

used these reports to track the performance of the CIO investment porBolias.2012, the

OCC told the Subcommittee ttat the CIO VCG reports for February and March failed

to arrive.1302These are the same months during which it was later discovered that the CIO

had mismarked the SCP book to hide the extent of its IAS830n April 13, 2012, after the

London whale tradeappeared in the pressg OCC requested copies of the missing VCG

reports, which were provided on the same da$304 Again, it is difficult to understand

how the bank could have failed to provide those basic reports on a timely basis, and how

the OCC codd have failed to notice for two months, that the reports had not arrived.
Moreover,when the March VCG report was later revised to increase the SCP liquidity

reserve by roughly fivefold, that revised report was not provided to the OCC until May

17.h

table_of key items

foShare Buyback plan and RWA

SEC law

Senate reportThe Us Senate Report points to an SEC legislation that probably sparked the
6l ondon whal ed :f roeeisdre fait opehDandl efficieatinarkets for
investors federal securities laws impose specific disclosure obligations on market
participants. Under Securities and Exchange Commission Rui&id8lnd Section 17(a) of

the Securities Act of 1933eit is against thdaw for issuers ofecurities to make untrue
statements or omissions of material factsannection with the sale or purchase of securities.

Footnote 1475SEC Rule 106 ma k es i t make &ng wnfrue Istateament di a

material fact or to omit to state a material faoecessary in order to make the statements
made, in the light of the circumstances und
CFR_Section 240.10k5(b) (2011) adopted by the SEC pursuant to Section 10(b) of the
Securities Exchange Ad3U.SOCS8 78(HB3 @200§).fi Exchange A

Senate report footnote 1658ee, e.g.,, Subcommittee interview Wlichael Cavanagh

JPMorgan Chase (12/12/2012); 2013 JPMar@hase Task Force Report, at 5, 65 n.79, 68,

71, & 89. Some bank representatives also explained that the bank was sensitive to providing
position information that could be used against it in the marketplace, but that reasoning offers

no defense to volurgering misleading information to investors Ruie 10b-5(b) do[es]

not create an affirmative duty to disclose any and all material informationDisclosure is
required wunder th[is] provision only when n
light of the circumstances under which they were made, not misleading . Even with
respect to information that a reasonable investor might consider material, companies can
control what they have to disclose under these provisions by controlling what they say to the
marketo Matri xx I nitiatives, | ne2l(2041). Si racusano
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table of key items

Article from 22 July 20@ by S h a wihe Jamie IDynon Show He's tough.

He's loud. He's irrepressible. He's above reproach. And he's just what

Bank One needed.

€ (about Dimon and Weillpo the duo kept a close eye on the balance sheet and relentlessly
pared costs. As a result their stock prieeen in bad times, performed far better than their
rivals'. That gave them a strong currency with which to acquire targets, typically at the bottom
of the market. They loved buying companies in distre¥smie never believed in paying

big premiums in ahot market," saysSteve Black,a Travelers veteran who is now chief of
equities at J.P. Morgan Chasé&of Jamie, that meant you weren't in control, that you

had to do a deal’

Article on http://ww2.cfo.com/risk -compliance/2006/03goodwill-gamesat-enror/ : »
"This stuff is not elective," testifies a former auditor Aathur Andersen. "If there's an
impairment, there's an impairment. It has to be recorded"

Jurors at the trial of Kenneth Lay and Jeffrey Skilling finally heard from witnesses who
servedat Arthur Andersen, the former Big Five accounting firm that Enron took down with it.

John Sult, who oversaw Andersent6s audit of W
about the health of the watdistribution unit when Enron was trying to agtlad goodwill
write-down and creditating downgrade, according Tine Wall Street Journal.

I n the fall of 2001, the newspaper continue:
auditors have reviewed Wessex and have, in fact, determined thatstheyeimpairment
required. 0 AloustorrChronicligSult testifiedithat at the time, his review was
still under way, s©® Layébés statement was fals

{9/ O2YLX FAYy(d FAEAYA FAFAYyald 9yNRYy (2L OKASTAY
fiOthers assisted in various aspects of themelte defraud, including Merrill Lynch and

certainof its employees (SEC v. Merrill Lynch, et al., H3-0946), J.P. Morgan Chase &

Co. (SEC v. J.P. Morgan Chase & Co., FD3-2877), Canadian Imperial Bank of Commerce

and certain of itemployees (SEC v. CIB, et al., H03-5785); and Citigroup (Ithe Matter

of Citigroup, Inc., SEC Administrative Proceeding,File No. 311192)0

table of key items

JPM-BankOne Merge slides of the timén 2004

Page 23: Shareholder equity lings45 Bin for JPM, $22 BIn (vs $58bin purchase price or
$36 Bln added goodwil), total for a group total market value now at $67+$36=$103 BIn

Page 20 upon costs & share repurchask?,2 bin cost savings, $In merger costs$3.5
billion spent for share purchasebasein achieved by 20Q7

Page 17 on excess capital generation $15 bl rdbypre07er at e

table of key items
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Footnotes on share buyback

Senate report footnot&@80  Sibcommittee interviews of Jamie Dimon, JPMorgan Chase
(9/19/2012), Ina Drew, CIO (9/7/2012) and Douglas Braunstein (9/12/2012). At the time,
JPMorgan Chase had recently engaged in stock buybacks totaling $9 billion, and had received
permission fren its regulators to buy back another $15 billion in 2012 and 2013. See letter
from Jamie Dimon to JPMorgan Chase shareholders, 2011 JPMorgan Chase annual report, at
3. To carry out this buyback program, the bank may have wanted to further reduce the

b a n IRWA to minimize its mandatory capital requirementso

Barclays conferenceslidespresented by Jamie Dimon in september 2010 and sent to the
SEC:
T Page 6 to 9, Jamie Dimon describes the ex
t he Al Bogmawikteht iltesadi ng franchi seso, €S peEe
Bank, that CIO is part of:

Significant competitive advantage created and benefit to franchise value from crossll
collaboration
Integrated IB/TS/AM offering provided throughB Bankers :

Corporate Finance

FX/Derivatives

Treasury Services and Liquidity

Dimon stateBIPM has built outstanding underwriting and advisory franchises in the last 10
yearso .

1 Page 17, Jamie Dimon lists the tripticCka p i t al |, L i_qg ualodg withy , Bas
Vol cker Rul e, points at Omar ket activity
6revenue gr osht h Top so rctounrpil teitee | vy -forwarthes t h
spread investmenttrada nt i ci pat ory hedginalyewin2dlt at egy

€ Issues arising with the recent regulation, (Deeldnk laws, Basel Ill etc). He separates
the O6issues that we wi || revi ewo, i sting
i mpact 6, and finally O6otheré consequences.

- Capital, Liguidity, Basel 1l
1. Trust preferred securities (TRUPS)
2. Dividend, stock buyback
- Basel lll
- Derivatives
- Volcker rule
- Fair value accounting
- Enhanced regulatory oversight including Fed, FSA, BCFP, etc.
- Low interest rate environment
Now the O0other 6 Dmonsequences of Jamie
- Revenue growth opportunities
- Portfolio run-off
- International expansion
- Global convergence

1 Page 23, Jamie Dimon points specifically to the impact of regulatory reforms upon
0derivativesbo. The 2 main aogdgi o6snoareg gb
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k subsidiaryod6 | i ke hedge funds. He sp

ban
| GO .

Requlatory reform impact i Derivatives

Clearing and Swap Execution Facility (SEF)
Always supported moving standardized and liquid swaps to clearinghouses
Revenue impact of $1B-/potentially positive offsets
May create significant liquidity and margin requirements for clients
Overall capital impact on dealers is unclear, but likalgitive
Do not expect spread to change materially on liquid products
Critical that central clearinghouses are properly managed

Conduct certain activities in a non-bank subsidiary

Majority of derivatives exceptcommodities (other than metals), equity, &ngh yield
and certain investment grade CDS are not required to be moved

Possible capital requirements of $6B+/ not incremental to the Firm

Final operational and legal structure has yet to be decided

1 Page 31, Jamie Dimon displays the Basel 1l RWA impact for JPM. On the right hand
side block the CEO details the components and part of his plan as early as Q1
2011é. He points at a 050/ 50 deduction a
increase under Basel 11 . I n order to remedy this, 6009
ClB 50/50 deductiond ©positioning bot h a-
Marketriskir educe I B & ClI O positionsd and RWA
IB/CIO securitization ($70B) exp s ur e €

Adjustments to RWA from 2010 Basel | to 4011Basel Il (+$400B):
Market risk impact (+$180B)

Risk weight 50/50 deductions at 1250%+$140B)

CVA (+$60B)

Other (+$30B)

Known actions by 4011 to reduce Basel Ill RWA(-$180B):

Market risk 1 reduce IB & CIO positions (-$50B)

CVA i reduction/ hedging of derivative positiof$20B)

RWA on 50/50 deductions; reduce IB/ClOsecuritization (-$70B) exposure

Page 34, Jamie Dimgmointst o t he Obusi nesg oevdli quiiadmnd yi iCon
Rat.i otbe points to the completion, expected 0l

Potential levers to meet proposed Basel Il LCR requirements
Known actions:

Reduction in size of IB (~$8B) & CIO portfolios (~$2B) estimated notional impact by
endof 2011

RFS loan ruroff (~$80B) & reduction in size of PE (~$2B)estimated notional impact by
end of 2013

table of key items
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Article on Share Buyback Forbes, 18 December JRMAa O g amod s huge s
buyback has already quietly begun

In recent days Mr Dimon has signaled that he is getting ready to launch his own massive stock
buyback program early next yearé. . A single
financial statementshews that in the third quarter of 2010, JpMorgan spent $2.2 billion
buying back 57 million of itsownshaekes The recent stock repurcha

Di monés bankéJPMorgan, | ike other banks, has
amidt he financi al crisiséJpMorgandés Board had
J p Mo r statentests say that as of Septembef 2010, $3.9 billion of repurchase

remained, giving Dimon plenty of firepowéror t he | ast J PMomtglas 6 o f
mamagement O6seems very eager to aggressively
(Deutsche bank financial analystte cent |l y wrote in a research r
from Wall Mart to Cisco Systems are repurchasing huge amounts of stmrkstimes

borrowing funds, a tactic that has been mac
have no better option for the cash accumulating on their balance shéeF or Di mon, é
big stock buyback push seems | ike a fpdod wa)
term. JPMorganébés stockohas gone nowhere in 2
Senate report footnote 318 dTest i mony of Jami e Di mon, n A

Management: What Went \Wieforathe UaSt Sedaie @ommgteeron Ch a s
Banking, Housing, ashUrban Affairs, S.Hrg. 12215( J une 1 3 Dec@nibdr 2011, a1l n

part of a firm wide effort andni anticipation of new Basel Capitaéquirementswe

instructed CIO to reduce risk weighted assets and associated rigk) 2013 JPMorgan

Chase Task Fordeeport, at 2

Senate report page 61 Mri Goldman also told the Subcommittee that, in December 2011, a
decision was made to stop usitng SCP as a hedge,which made its credit loss protection
characteristics irrelevant to tkecision to reduce iRWA.0

Senate report page 92t At a later Senate hearing, Mr. Dimon explained what they found as
follows:seil n December 2011, as part of a firm wi
Capitalrequirements, we instructed CIO to reduce risk weighted assetssociated risk. To

achieve this in the Synthetic Credit Portfolio, the CIO cdwdde simply reduced its existing

positions. Instead, starting in minuary, itembarked on a complex ategy that entailed

[m]any positions that it did believaffset the existing ones. This strategy, however, ended up
creating a portfolio thatvas larger and ultimately resulted in even more complex and hard to
manager i s ks . € Cl O6s s teryrthetig redit daortfolio easuypoorlyn g t h
conceivedsand vetted. O

table of key items

Senate report first batch of exhibits disclosed in March 2013, exhibit 46-@®riginal
Message--From:Drew, Ina

Sent: 22 @2cembel011 00:55

To: Martin-Artajo, Javier Xmacri s @ AAAAAA

Cc; Wilmot, John

Subject: Rva

We are running an additional rwa reduction scenar@n @ send John and | a scenario
wherebythe tranche book and other trading assets are reduced by an incremenlig 5 b
the first quarter? Not a stress scenario, so assuming normdwhaterser that is now not
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year endiquidity. Pls list by trading strategy, ie: credit tranche, other trading positions, vvith
cost estimate (background: trying to work with ccar _submission for firm that is
acceptable for an increasedbuyback plan), Need in early ny morningh

table_of key items

TO0markets are notoriously i1/

February 2016 letter: iThe financial crisis of 2008 was fuelled particular by the complex

risks conveyed by credit indices and tranches. Those markets were opaque and lacked
oversight: the execution cost suddenly exploded for all participants in late 2007 and triggered
historical bankruptcies among financial institusoon the follow. The US Doeldank laws,

new accounting rules and new financial reporting standards (Basel rules) were published

2009 as aresult. Theyfeele d on | iquidity issues and t he ¢
al so cal | e d Thehetormé reduiecthmuch nsoie fransparence for market players,

much more capital to devote to those instruments, and gave much more power for regulators

to scrutinize businesses like the CIO or the Investment banks. The critical mutation of the
book stated in the first months of 201d..

Referencedo last crisi® .

Senat e Ovetme thet Basel Gommittee has issued four sets of capital standards.
Basell, issued in 1988, provided the first international capital standards; Basel I, issued in
1999, revised the first Accord, and was finalized in 20Bgsel 2.5, issued in 2009
strengthenedcapital standards related to securitizations and trading book expdsures
response to thefinancial crisis; and Basel llI, issued in 2010provided a broader seff

reformsios Basel lllincreased minimum capital requirementsand introduced a new set of

bank liquidity standards tofii mpr ove t he banking sector's a
from financial and economis t r e s s, € i mprove rianke [andlnage mi
strengthen banks' transparency atid s c | a@is Anmorggsothér provisions, Basel I
increased the minimuramount of capitathat had to beaised from common equity111 To

determine the amount of capital required at a particular bank, tlet Besordsrecommend,

andU. S. bank regulators require, calcuel ati on

table of key items

PWC Financial Ingitute (paper published in October 2010, page-3&: The New Basel Il

Framework: Navigating Changes in Bank Capital Managemerjt fi

In July 2009 the Basel Committee on Banking Supervision approved a final package of
measures to strengthen the 1996 rules govern
Trading book rules imoduce higher capital requirements to capture the credit risk of complex
trading activities and include a stressed valtlesk (SVaR) requirement, which the
Committee believes will help dampen the cyclicality of the minimum regulatory capital
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framework and promote a more forwatdo o ki n g approach Ammew provi
incremental risk chargdRC) for credit trading book positions is introduced, excluding
securitizations This charge has been introducedatount for liquidity risk and credit
migration risk, neither of which was previously incorporated in the vatliisk calculation

used to measure trading book market risk. The proposatrasato reduce incentives for

capital arbitrage between trading and banking books Securiization amendments align the
capital charges for securitized assets hel d
currently levied on securitized assets manufactured/underwritten by the Uadér the

prior regime, securitized assets helddr trading purposes were treated less onerously.

The new risk framework establishes specific capital requirements and guidelines related

to trading positions that utilize correlation strategies.

Correlation Trading Specifically, correlation trading is arsttured credit trading strategy
wherein banks acting in a markeiking capacity buy or setiredit protection to clients

based on specific tranches of credit portfolios of indigesevidenced during the credit

crisis, changes in correlations betweeffatent securitiegan be quite volatile, particularly

when hedging strategies used proxy indexes that do not match perfectly underlying
exposures In conjunction with other complexities associated with these strategies (e.g.,
default correlations), standhVaRbased measures of market risk do not fully capture the
risks. Banks will have to adapt their VaR models to ensure proper stress scenarios are

considered

table of key items

February 2016 FCA Final notice forAchilles Macrispage 11 fi

As Mr Macris knew,during 2010 and 2011 the number of participants in the synthetic
credit market had been shrinking and investment banks that had provided liquidity had
started to cease or reduce their activity

table of key items

Senate report Footnote 121&ee 12/31/20100CC Report of Examination, OCSP}
00036145, at 6163 [ Sealed Exhibit] (AAs part
take discretionary positions within approved limits toanage economic returns
Appropriate limits are used to measure and contl the risks in MTM positions. 0 ) .

Senate report footnote11:1 nt er nall A udated Masch 30g 2012y which
examined CI O EMEA Credit 0sent20Xlt rsotla tsetdr utchtautr e
currently undertaking a comprehensive review of the risk measurement limits framework
across all asset classes to assess potentially required enhancements including whether
addi tional ri sk factor s w@traéhougtrelgternalrAedd nofed r i n ¢
thatCl O di d not Aexplicitly measure the port
applicable risk measures such as bond/CDS basis, index bagsismd pr epay ment r
detailed assessment was not performed of the maskelimits as part of this audit and the

existing limits were not identified as significantly outdated

table of key items
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Senate report:AiOn April 13, 2012 ,Mr. Hogan emailed Mr. Dimon that concentration
limits similar to those at the Investment Bank would be implementedeaCli® within a
matter of weeksii | spoke with Ashl ey wdkng with Achiltedhr i s
[Macris] to implement a similar limit/governanstructure on this book to the one that we
have in the IB [Investment Bank]i we will do this for all of CIO over comingveeks and |

wi || keep y 0 U 1188 Gandemtrdtion olimits _aré asuch @ welknown,
fundamental risk tool, that their absence atthe CIO is one more inexplicable risk
failure.o

table of key items

Senate report second batch of exhibits disclosed in November2013, JPMorgan internal
audit reportredactedibe cember 2011: i

ClO Credit-Market Risk and Valuation Practices issued March 2012 ratedlleeds
Improvement identified the followingssues:

A CIO valuation practices where a number of risk & valuation models have not been
reviewed by Model Review Group andcluded the absence of farmally appliedprice
sourchg hierarchy, insufficient consideration of potentially applicable fair value
adjustments (e.q, concentration reserves for significant credit indices positions) and the
lack of formally documented/consistently applied price testing thresholds

A Stress testingwhere There is m documented methodology to ouo#i key testing
components (e.g computational mettaoa shock factors used) or assess limitations such as
off-line risk measurementnissing risk factor and curves

AThe SAA book ($140bih Notional as at 12/31) does not currently feed the firm wide
market risk limits and thresholds framework and relevant SAA stress testing rests are

not measured against correspondingmits.

A E M@&Q@.is arrently usingunapproved models in thecalculation of risk (including
VaR) and associated risksmeasuremenmethodologies havenot been appropriately
documented and/or catalogued

A Tconeol process around the offline VaR calculation needs to be enhanced to ensure
completeness and accuracygf Credit trade data used in the offline calculation of VaR

table of key items

Senate report second batch of exhibits disclosed in November20IQ3, Business review
presented to Dimon, Hogan, Braunstein on 2% ebruary 2012 see last sentence on the
slide bel oweé.
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In relation to stress tests of CIO for the AFS books that are NOT integrated into the totals

for the firm, as per the internal auditeport, please have a look at the at thex gathering

the oO6credit crisiséd simulations. Pl ease see
tranchesé

{10 Global- 160 VAR
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The key dates

TNovember 2011: abtlhernBeclbsedits Hy br |
tranche market making activity

Summer 2011, Peter Weiland starts an overdue review of ClIO limitsi nc 1l udi ng &6 Nu |
0 S NP R & VARnbdel change at CIO

~

Task Force report AppendixA n Var model change: A
Early in the development proces3lO considered and rejected a proposal to adopt the

VaR model used by thel. nhvest ment Banko6s c forethkiSynthdtiy br i ds
Credit Portfolio. Because the Investment Bank traded manyespoke (.e., customized),

illiquid CDS, its VaR model mapped individual instrumentsto a combination of indices

and singlenampr oxi es, which CI O Mar ket Risk viewed
than mapping to théendex as a whole. He believedath because th&ynthetic Credit

Portfolio, unlike the Investment Bank, traded indices and index tranches, the
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|l nvest ment Banko6s appr oac h. TeavodelnReview &noypr opr i
agreed and, in an early draft of its approval of the modescrb e d C1 O6 s mo d e |
Asuperioro to that wused by t he viad wedti menn ta pBe
From September to November 2011the modeler corresponded regularly with thkevant

individuals from the Model Review Group, and ldavember25, 2011 he submittedhis new

met hodol ogy (known internally as thfemaiif ul |
approval. TheModel Review Group performed only limited backtesting of the model,

comparing the VaR under the new model computedgusistorical data to the daily profit
andlossover asubset of trading days during a twemonth period. The modeler informed

the ModelReview Group that CIO lacked the data necessary for more extensiveebaol

of the model(running the comparison remed position data for the 264 previous trading

days, meaning that back-test for September 2011 would require position data from
September 201D0

table_of key items

February 2 B8ehifningie Decemnber 20fl,h e mar ket maki ng des
of the JPM I nvest ment Bank had just cl osed |
at JPM). | was instructed to try collapse the CIO tranche positions with the Investment Bank

(IB) but the IB market markers dewtd my invitations to enter in negotiations. The tranche

market offered almost no liquidity after that. | raised alarms verbally to my management,
including Mrs Drew and Mr John Wilmot between tH2 @hd the 1% December, about the

potential forlarged s ses i nduced by future unwind costs

Senate report second batch of exhibits disclosed in November 28t3ch 33" 2012 call
bet ween Javier Martin Artajo angagdsrnd83 tGol d ma
1488: 0 Jaire¢mj Maspiemks to | rv Gol dmané.

Since we have two to three trades that we are here and are checking rightwbadoBtuno
to trade; he needs trade a very small amount just to get the m#r&f's me, but | don't
want to really do much and | want to delay that as mugiossible, righé .

(Olivier Vigneron was ctlead of Credit Hybridésn 2011and moved to QR in early 2012 as
his business had closed)

Olivier is going to work exclusively for us for three months, right. He is going to sit on the
desk and coordinate all of the things | am trying to do with me, you, Keith, antlthink he

is gang to do that, think that is great, have someone to loadepth in the book, thdtas
enough experience to do that, he has done that himsélfthink this is good newd. think
John Hogan spoke with Ina and maybe Achilleg . | am sorry | created this hdache for

all you guys. | did not expect it to be this way

So, | have very badews on the synthetic book and good news on the rest of the portfolio,
which isincredible to see how much the view that we had, the very strong viewehaad
since the @d of Novemberin terms of the solution of the ITRO the loading ugha book.
Obviouslylna helped us with this, obviously. She gave us the blessing to buy as much as
we could But, | think it is more than we thought this effect, poetfolio, | think we need to...

Could have a very bad number, could have Bsitause | am not going to defend it. | am
not going to fight in the street and increase a position create a problem that we created
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last quarter. I'll explain that on Tuesday. We should have stopped doing this three
months ago and just rebalanced the boak .

It is just that | wanted her to know from me that the tension | had tirging to coordinate

with QR, trying to coordinate with the IB, trying to coordinateand make sure that |
communicate this to all of you guys, making sure my telaesn't melt down because they
are used to winning so they arelt.has been &ery, very tough two weeks It has made us
stronger. As usual, thesleings makeyou stronger, makes you more of a team. We're asking
for a lot of help from yowuys, we thank everyone that is helping hdmging to take
securities gains | think we are a team. Maybe this helpaprove our transoceanic
relationship. | guess maybe this helps

table of key items

Back to early November 2011¢é.

Some new rulemakings alteresbmehowthe existing projected plans for 2012 in the course
of November 2011

Senate report second batch of exhibits disclosed in November 2013: o®@#h8011CA
qguarterly summary for ClIO-page 2142

EMEA: Audit Continued to hold periodic meetingsith key stakeholders in CIO. The Q3
2011 BCC was held irarly November2011 CIO Continues to manage the investment
portfolio in line with interest rate risk sensitivities transfer priced by Treasury and market
opportunity.Going into the new year, the plan is to expand the derivatives trading book

to nominal of at least $47billion bythe end of January2011

Senate report second batch of exhibits disclosed in November 2013: on the FebruAry 13
68 pages letter from Barry Zubrow to regulators

-page 1661: A

JPMorgan Chase & Co. appreciates the opportunity to comment on the joint ofotice
proposed rulemakingissued by your agencies to implement section 619 of the -Boattk
Wall Street Reform and Consumer Protectiant also known as th&olcker Rule.

Footnote 176 Fed. Reg.. 68846 (November 7, 201%).

-page 1688ii

As the agencies amwvare, banking entities rouély stress testtheir balance sheets against

such outlying scenarios and many banking entities are currently engaged in stress tests
concerning macroeconomic and financial market scenarios mandated by the Federal Reserve
to ensure that institutions have robust, forwimaking capitalplanningprocessess

Footnote 24SeeReserve press release November 22, 2011

table_of key items

Senate report second batch of exhibits disclosed in November 2013: o Q1h2012CA
guarterly summary for CIO--page 2157

APPIA ABS/CLO Migration

In January 2012, the CIO's intemational credit portfolio of Asset Backed Securities (ASS) and
Collateralized Loan Obligations (CLOWas successfullymigrated from IB owned
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applications (Concorde and ISIS) to the APPIA platform. Approximately 1,800 trades with
$101.9bIn original notional were migrated in totdh November and December 201hn
initial migration of 38 ABS and CLO positiong/as performed to assess readiness for the full
migration in January an@lO Finance monitored the trades as part of BAU moth-end
and yearend processesAudit performed a detailed review of the various aspecthisf
migration and issued @atisfacbry audit report in March, ..,.\th no reportable issues noted

table of key items

2012VAR new model R WA , 6credi t Hy bri ds 6, Skew and C

Senate report first batch of exhibits disclosed in march 30@n the new VAR model for

~

CIO: the QR expert has recommendations related to indices and ghaaye 278 i

From: Rajesh, Govindan X

Sent:Friday, January 27, 2012 9:38 AM

To: Stephan, Keith; Pirjol, Dan

Cc: Weiland, Peter; Hagan, Patrick S; Mawiriajo, Javer X; Shen, Charles; Bangia, Anil
K; Christory, JeasfFrancois A; Scott, BriagO

Subject: RE: draft of th&IRG review of the HVAR methodology for theClO core credit
books

Thanks Keith. The last 3 were actualgcommendations not action plans, but it is good to
have committed timelines dhem.

Regarding the second AP, could you confirm that illiguid series with material
exposures, you will use the Credit Hybrids risk mapping tool to map them to the otthe-
runs.

é .

Where exposures to illiquid instrumenéxceed agreed thresholds, instruments will be
mapped to 'otherun (correlation) series' instruments' tiseries (currentiy TX.MN 59,
CDX.IG S9, and CDX.HY 59)consistent with market convention, and thdE8 Credit
Hybrids business

e . .

ACTION PLAN : CIO should reexamne the data quality and explore alternative data
sources. For daywith large discrepancies between dealer markand IB marks, the
integrity of the data used for HAR calculation should be verified@he MRM coverage team,
and QR resources will compare market data tsewes history veDataQuery, and dealer
marks. This process has been conducted previously, andbeiltevisited to ensure the
integrity of timeseries.Given illiquidity of certain_instrumentation, and especially in
cases where CIO maintains positions in_instruments where IB Credit Hybrids mamnot,

we havefound irreqular patterns in DataQuery data, and amended our market datal
time-seriesto reflect Dealer midnarks. An action plan to perform periodic review of time
seriesvs.DataQuery and dealenarks has been agreed, to ensrrgoing continuity of time
series history.

e .

ACTION PLAN: For the purpose ofapital calculation at firm-wide level, the CIO risk
measures including VaR will have tobe aggregated with the risk metrics of the IB
portfolio. For consistency the VaR methodologiesised by the two groups must be
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reasonably similar. W recommend that Cl@vestigates usin@bsolute daily changes for
the base correlations, similar to the methodology adopted in IB.

The MRM coverage team, and QR resources will compare the current relative shifts in base
correlation vs. the absolute shiftsThis is a mediusterm action plan target, and given
estimated workoad may require a number weeks to complete. An agtiam toreview the
results will ke agreed between MRM coverage, QR resources and Front Offic&he
findings of that studyill be published to Model Review Group, and will form the basis of
further discussion, related to course of actiracticability, andresonableness of a move
toward absolute base correlation shiftsif it is determined at the conclusion thfe study,
that amove to absolute correlation shifts is required,a further action plan will be
established to commence thmject to make this variation in computation and market-data
collection.

table of key items

Olivier Vigneroncomes into play

Senate r ep oAfter thp wigple trade? becaine public knowledgeJPMorgan
Chase ordered a team of derivatives experts
Cl O6s Synthetisst Credit Portfolio

Footnote 5910n April 27, 2012, Chief Risk Officer John Hogan sent his Deputy Risk Officer
Ashley Bacon to London, alongi t h Rob O6Rahilly fr ®hviert he | n
Vigneron, London Head of Model Risk and Developmentto analyze every position in the

SCP.

Senate repod s  wewsion on theactual arrival dateof Olivier Vigneronon page 86

fAOn March 22,2012 t he SCP breached a kessTwoiothdr | i mi |
risk limits, VaR and CSO01, had been breached earlier in the year, but Ms.t@dethe
Subcommittee that she considered @®W10t o be t he A esyAboutraiwveekn go |
later,on March 30, 2012, Achilles Macris senaen e mai | t o RiskeOffiderank 6 s
JohnHogars t at i ng that he had nandregqe sd o mfgithdihred o |
syntheticscredit book. 0

Real circumstance of the arrival of Olivier Vigneron at CIO as per thé"3@arch
Senate report first batch of exhibits disclosed in March 20bage 307

First Achilles Macris fs@2tsndéanbygrboeesmmodebt
From: macre@

Sent: 30 March 2012 10:38

To: Martin-Artajo, Javier X; Stephan, KeithBrown, Anthony, Polychronopoulos, George H;
Uzuner, Tolga : Enfield, Keith 'Chris'; Weiland, Peter

Subject: synthetic credit- crisis action plan

Hi guys,

On Tuesday we will be presenting the final action plan for the book for Q2As we
already had several meetings on this, we must get it right this time, otherwise we could lose
our collective credibilityDue to the size of the bok, we only have "one move'to achieve

our dual objective of stabilizing the risk and P+L of the book, while achieving our targeted
RWA objectives for the end of 02. We must insure that we don't overtrade, or alter the risk
profile to an uncertain RWA raft. Therefore, the objective is to determine what is the best
course of action to insure that the book is and remains balanced in risk and P+L terms.
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Additionally, we must "price" the best economic solutionn terms of average and final 02
RWA. RegardinRWA targeting, | will be asking Ashley for help. Hopeful@livier will be

made availableto exclusively focus on th€lO RWA targeting for Q. Clearly, we are in a

crisis mode on this The crisis team is to have short daily meetings and your daily upadte
progress report needs to be commercial and forward looking to mark to implementation of the
stated objectives. We will be discussing slispension of our investment programss well

as potential OCI crystallizations at the ISMG.

Thanks,

Achilles

Second, Achilles Macris talks to Ashley Bacon and informs the CIO top chiefs

From: Macris, Achilles

Sent: 30 March 2012 13:50

To: Goldman, Irvin J

Cc: Drew, Ina; MartinArtajo[ Javier X; Tse, Irene Y

Subject: RE: synthetic credi- crisis action plan

Hi Irv,

| just spoke with Ashley regarding the issue and he has agreed to dedicate Olnakr s
with RWA targeting for Q. Ashley immediately understood the issuand agreed with the
approach to get the firm's best talent involved early inpitoeess.Without any doubt,
Olivier is very familiar with the correlation product as well as the management of the
capital attributes of correlation.

Following our call, Ashley spoke with Venkat who also agreed with our proposal to dedicate
Olivier to our priorites for . We havejointly agreed to have Olivier based in our office for
02. Ashley will be informing John HogaBoth Ashley and Venkat are displayiuagry strong
support and partnership on this. | am indebted to both.

best,

Achilles

Third Ashley Baconasks Macris to make a formal request to Hogan

From: Bacon Ashley

Sent: 30 March 2012 14:14

To: Macris, Achilles 0

Subject: REsynthetic credit -- crisis action plan

Achilles, John asked that you send him a note (cc Ina) just summarizing thgou want
Olivier, what the askis, and that this hassomeurgency. Then | think we move ahead.
Thanks

Fourth, Macris executes a®Id to

From: Macris, Achilles O

Sent: 30 March 2012 15:13

To: Hogan, John J.

Cc: Drew, Ina

Subject: FW: synthetic credit crisis action plan

Hi John,

1 have asked Ashley for help with the synthetic credit book.

In the first quarter, my team failed in targeting RWA and we need your tuhgégmto do a
better job in Q2Ashley, Javier and myself think that the most experiepegdon at the firm

is Olivier. Olivier is both familiar with theorrelation product as well as the capital attributes
of correlation | would be grateful if you could approve dedicating Olivier to CIO priorities
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for Q2. Background: following years oéxceptional performance in this book utilizing 5b
RWA, we have decided to risk neutralize th@ok post the large gains on the AA events
around thanksgiving. While we remained short in HY, we have bought #8hieve a risk
neural stance. Since then, andhile both IG rallied and the RV betee HY and IG worked
in our fava, theproxying of 1G long via IG 9 forwards, did not work angisulted in almost
total loss of hedging effectivenesgidditionally, theRWA increased beyond my targets and
| have lost @nfidence in my team's ability to achieve the targeted RWA and their
understanding of the synthetic levers to achieve the RWA objectives.

Due to the size of the book, our markefanoeuverability is limited. | am further worried
that the "best" course of #an from a risk and economic point of view, may be conflicting
with the appropriate capital utilization .

best

Many thanks,

Achilles

Fi fth, Macris. sends an O6FYI 0.

From: Macris, Achilles 0 <achilles.o.macris@jpmorgan.com>

Sent: Fri,30Mar 2012 14:15:25 GMT

To: Bacon, Ashley <Ashley,Bacon@jpmorgan.com>; Goldman, Irvin J
<irvin,j.goldman@jpmchase.com>

Subject: synthetic credit crisis action plan

FYI

table of key items

Olivier Vigneronwas influential way before the 3bMarch 2012

Senate report firsbatch of exhibits disclosed iMarch 2013 page 307

From: Venkatakrishnan, CS

Sent: 07 March 2012 16:48

To: Vigneron, Olivier X; Christory, JeaRrancois A

Subject: RE: New CRM numbers.

Ashley has invited Javier to my meeting with him | will tell him that this is a priority and
mention you, Olivier. Do younow Javier?

From: Vigneron, Olivier X

Sent: 07 March 2012 16:47

To: Venkatakrishnan, CS; Christory, Jelarancois A

Subject: RE: New CRM numbers ...

meeting this guy is one of my top priority on CIO sideeed to sharpen my tools before
hand but | am comfortable to

The issue is found and is the same that Pat
From: Venkatakrishnan, CSs.venkatakrishnan@jpmorgan.com>

Sent:Mon,.02 Apr 201221:53:53 GMT

To:» Hogan, John J. <John.J.Hogan@jpmorgan.com>i  Goldman, Irvin J
<irvin.j.goldman@jpmchase.com>; Bacon, Ashley <Ashley.Bacon@jpmorgan.com>

CC: Vigneron, Olivier X <olivier.x.vigneron@jpnngan.com>

Subject: FWCIO DAY 1

John/Ashley/lrv: Below is an update from Olivi€®ne source of model difference is that

the capital models operate at the level of individual names but the CIO's desk models
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operate at the level of indices- so the effect of name concentratiomay be captured
differently. We are pursuing the impact and further modeling of this. Venkat

From: Vigneron, @vier X

Sent:MondayApril 02, 2012 3:15 PM

To: Venkatakrishnan, CS

subject:CS10W

Hi Venkat,

Main takeaways;

A Book compr i s e stranchesd elain Indices).dAd modeing ldone on the
index spread, single names a&sumed homogeneous and homogeneous pool model
then used to price tranches and generate index ¢idmrical regressionlso gives them a
beta adjusted delta for HY vs IG.

A Key t adpmraximation arbund the dispersion of single names a key source of
discrepancieswhen submittingportfolio to large single nhame shocks (as does IRC/CRM).
More work to quantify impact ahis approximation.

A Key takeawagd2to | oad the book on a "bott
approach that can give single name default exposureas well as a CSW computatidmat

is comparable to the Credit Trading deskfor example.

Action points:

ATo discuss modelg merits of CIO and itssedback on ouiRC spread modelingwith the
model research group (wstart with Matthias A. who has been involved by Anil).

A To model in Lynx (tool devel opePklimngry cr edi
dummy trades loaded. Toolrigig fenced i(e. only | will have access However | will check
with Javier before loading the real notionals tomortbat he is fine for me to go ahead with
this.

Risk updateOn my CSW estimatesent yesterdafor March 7th position, | missed the

Xover trades, here is the updated estimate wigading them:

Estimated All Tranches: -45m CSW
Estimated CDX indices: -350m CSW
Estimated ITRX indices: -280mCSW
Estimated HY COX: +400m CSW
Estimated FinSub Xover: +50mCSW

table of key items

The requlators have long been aware of the particular setup of Cl&hd some
shortcomings behind the stress scenarasswellas he ef fects of 6credi't

Senatereport first batch of exhibits disclosed in march 2013, on the awareness of the OCC
with regards to the offsets between CIO and credit Hybrids since the NBIA of 20@§e

344 0

From: Kirk, Mike

Sent:Thursday, May 10, 20129:22 AM

To: Crumlish, Fred; HohlJames

Subject: My opinion on yesterday's meeting

Processes For new strategy should have included stresses to that strategy. But would they
have stressed to extent marketcigrently dislocated? Probably ndb/c they would have
based upon historical sprads and correlationswhich are now nolonger relevantand the
moves to current level would have been considered beyond extrénm this is a similar
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issue asthe hybrids books.. .JPMC may not stress the comphesks enoughBy putting
the complex iliquid products thru the typical stress scenarios the bank igffectively
ignoring the illiquidity because the standard scenarios assume an exind rebalance
which may not be feasibleflhe normal stress processeslo not assume eventgppen
multiple times, andlo not go'extremely deep into tails

Agree | am curious to see what they did, thoughave m concers generdly with the
overarching strategyf the CIO function and what they were attempting to do. | think,
howe\er, that processesay need to be strengthenedindersand the bank is looking at all
processe right now; but, Ithink we should considesteering them towards changes in
valuation policies and processesFor mark to market items, initiating a new strategy
review processhiat isdocumented andigned off by all control functions (sort of like a
NBIA), andareview of stress processes for complex products astrategies §omething |
think the bank fell short of with respect to hybrids) ." Prospectivestrateges should be run
thru the complestress scemis as part of the NBIA look-Bke process.

Agree Just thinking on paper, not saying that any of this is facheosolution.

table of key items

Senate report firsbatch of exhibits disclosd in march 2013; Page 404

From: Hogan, John J. <JohnJ.Hogan@jpmorgan.com>

Sent Wed, 11 Apr 201211:18:29 GMT

cc: Staley, Jes <jes.staley@jpmorgan.com>; Zinke; Steinate¥iar.zinke @jpmorgan.com
Braunstein, Douglas <Douglas.8raunstein@jpmorgan.com>; Dimon, Jamie
<jamie.dimon@jpmchase.com>

Subject: Fw: Credit risk limits

This is thegovernance used in the IB to control what is currently going on in CIOWe
(obviously) need tamplement this in CIO as soon as possible. John

----- Original Message----

From: GREENJAN

Sent: wednesday, April 11, 2012 06:S3 AM

To: Bacon, Ashley; Goldman, Irvin J

Cc: Hogan, John J.

Subject: RE: Credit risk limits

CH uses asmall number of limits (attached) and a significant reliance on the Structural
Risk Measure (SRM- also attached)as the principal business limits. Directional limits tend
to be small as the book is managedbe broadly neutral to spreads & correlatiévl
tranches and index trades are decomposed into Singldame positions and managed
against spreadbased limits and thru SNPR.We also rely heavily on the Stre$gsting
framework running 20 spread scenarios and 6 basis scenariosfaiadyample Stress pge

for CH is attachedHere is a also a significant reliance placed .on the risk MIS and periodic
reviews of the gross portfolio riskerums like the IRBCI can send additional commentary
on these if required. .

Thanks

Jan

table of key items
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7 6 1"@8" Decemter 2011: most prices are frozen on
the period

February 2016 letter: iContrary to the last 5 years, CIO closed its book early that year, on
the 16" December 2011. Large protections in tranches expired on the&@&mber 2011 and

were not renewed. I was ordered to set t he
protections with credit i ndices this ti me,
tradesd. Al | toliona sizevaf tind bdorather than reducesit. n

The16"December was a Friday. The early o6year e

AiT+30 by controllers and C¥D®c eombebry 2tOhlel ée.n d

Senate report second batch of exhibits disclosed in November-pay@1583

From: Drewlna

Sent:22 December 2011 00:55

To: Martin-Artajo, Javier Xmacri s @ AAAAAA

Cc; Wilmot, John

Subject: Rva

We are running an additional rwa reduction scenario. Caend John and | a scenario
wherebythe tranche book and other trading assets are reduced by an incrementalirl5 bi!-
the firstquarter™Not a stress scenaripso assuming normal (whatever that is navet year
end liquidity . Pls list by trading strategy, ie: credit tcie, other trading positions,jitiv cost
estimate

(background: trying to work with ccar submission for firm that is acceptable for an
increasedbuyback plan), Need in early ny morning-

From: macris@bfnternet.com

Sent: Thursday, December 22, 2@Et39 AM

To: Martin-Artajo, Javier X; Giovannetti, Alison C

Cc: Iksil, Bruno M

Subject:urgent ---- Rwa

FYI -- please confirm this is received and that we can coordinate a response this morning.
thanks

Senate report second batch of exhibits disclosed in November-pa$g@ 1599

From: Grout, Julien G

Sent:Thursday, December 29201110:58 AM

To: Drew, Ina; Wilmot, John; MartiArtajo, Javier X

Cc: Iksil, Bruno M

Subject: RWA redudbn for Core Credit scenario analysis summary

Hi - please find attacliea grid for the Core credit BodRWA reduction scenarios. Please
note thatwe will not be able to make any sensible and efficient work on RWA for the
core book without any 'marginals' numbers produced by . Currently any _major
reduction will lead to a very high cost though proportional reducing

Julien

From: Wilmot, John
Sent:03 January 2012 15:37
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To: Giovannetti, Alison C

Subject: FW: RWA reduction for Core Credgcenario analysis summary

We need toclose the loopon cost of reducing another $5bn in RWA from the tranche

book (to $15bn byYE2012, gradual reduction over the year). Ina, Javier and 1 weren't able to
discuss this slide specifically as it weent after ourdst call. If you can give me amstimate

by EOD that would be helpful. Thanks.

From: Giovannetti, Alison C [maitto:alison.c.giovannetti@ipmorgan.com]
Sent: 03 January 2012 17:27

To: Martin -Artajo, Javier X

Cc: Macris, Achilles 0; macris@btinternet.com

Subject: FW: RWA reduction faCore Credit scenario analysis summary
Hi Javier,

Left you a voicemail, can you give me a call +44 207 325 8025.

Thanks

Alison

From: Achilles Macris '

Sent: Wed, 04 Jan 2012 06:57:54 GMT

To: 'Martin-Artajo, JavierX' <javier.x.martiartajo@jpmorgan.com>
Subject: FW: R W A reduction for Core Cred#cenario analysis summary
Did you see this?

table of key items

Senate report page 150: A

When aske@bout the reserve CIO headna Drew professed not to know its purposeShe

told the Subcommitteethetn _ December 2011, a A3$30 million
at year-end against the position | donodt know what K iThed o f r e
h a d be&r reserves previouslyThis was probably a liquidity reseraesdi

Senate report second batch of exhibits disclosed in November-pag2111

From:Hohl, James

To: <Berg, Jaymin>

Sent:1/24/20126:11:18M

subject:RE: CIO meeting

| don't know who John Wilmot'secretary is, so I've-mailedhim, Dave Alexanderand Phil
lewis together. MyOutlook calendar should be availalitelook at. Monday and Wednesday
afternoon dook good, Tuesdaynorning, and pretty much any time Thursday except noon.
Thanks, James

p.s. Was the December Treasury EMR available?

From: Beg, Jaymin

Sent: Tuesday, January 24, 2012 1.8 PM

To: Hohl, James

Subject: CI@ meeting

Fredwants me to setuthis quarter CIO meeting He said that you'd still be in charge of
IRR portion and 11 beresponsible for ongoing supervision of investments. What days are
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you free next week for a meeting®so, whodo you typically emiéto setup the meeting with
ClOo?
table of key items
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Mr. Martin -Artajo: Yeah. Yeah, | mean we've shown a lot of our mistakes today. | think
that, | thinkthat, you know, | think thipost mortemis, is actually a, a realistic one. I, I, I,
you know, | think thatwe've, we've made quite a lot of mistakes. | think that we
communicated poorly internally. You know, | think we also forgotten how, how,difficult

it was, you know the positions that we've made given everythigigt? Given, given, you
know, year end.Given how fast things have happened in EuropéHow, how, you know, |,

l, 1, I'd like to go to New York after, you know, inveeek or two or three to, to, to just, you
know, maybe, maybe we can sit dovidecause | feel, you knowye have cathartic things
here that maybe healsomeof the things that maybe were not as good in the pasfnd,
and, you know, things likéhis, it's like the twin towers falling down and suddenly we get,
you know, weremember, how privileged this thing is and

Ms. Drew: Ok, I've got it. I'm just reaching out to mostly tell you about the limits and get the
P&L, and I'm going to L&C and | will look, look out for the email later.

table of key items
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Webster overseeingthe IBnd t he man in charge of the Ov
which ran by JPM between April 282012 and May 8 2012 on theranche book i
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