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20112010
17
19 265
11 161
822 104
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770
10

2011

201020009

335
14

148

971

40

PCI
30
2010
17

284

187
89
17
55
165
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172
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16
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230
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31

( 2011 2010 20009
274,795 299,950 322,185
232,555 253,904 280,246
(a) 12,694 14, 863 12,920
245,249 268,767 293,166
395,797 369,925 356,614
25,000 24,600 22,457
286,716 314,046 344,727
241,621 268,902 296,959
(a) 16, 354 15, 395 16, 236
257,975 284,297 313,195
380,663 361,525 366, 996
25,000 24,600 22,457
133,075 116,882 103,733
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12 1
( 3 ) 2011 2010 2009
4,304 7,221 9,233
7,170 8,568 10,373
103 145 234
(b)) (c)(d) 7,273 8,713 10,607
(b)) (c)(d) 8,064 9,999 11,761
15,247 15, 554 13,734
(e) 1.78 2.69 3.11
(PCI Yy (e) (f) 2.49 3.76 4.36
6.56 6. 13 4.90
(PCI ) 5.71 5.86 6. 11
(f)
(b) (f) 133 124 117
2.97 3.24 3.62
(PCI )
4.05 4. 45 5.01
(b)
(a)
(b) PCI
(c)
(d) 2011 2010 20009 12 31 (1)90 115 94
954 19 579
1 (5) 14
e)
f) PCI

2011 2010 2009 12 31 57 49 16
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%2 31 ) 2011 2010 20009
7,201 6,844 7,204
10,8009 10,884 10, 864
() 18,010 17,728 18, 068
419 630 1,176
11,202 10,717 10, 421
6,380 6,381 6,471
3,816 3,652 3,915
62 60 58
( )@ 61 59 56
(a) GAAP CDI
CDI
GAAP 2011 2010 2009 12 31 238 276
CDI
20112010
164 38
180
108 72
630 419 730 494

112
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201020009
263 37
177
546 630 100
300 876 730
107
%2 31 ) 2011 2010 2009
5 827 4,688 2. 299
17,652 16,812 16,974
147,779 131,702 123,220
191,891 170,604 156, 140
36,743 45,967 58,185
376,413 348,273 337,545
17,121 16, 863 17,991
136,579 123,490 116,568
182,587 166,112 151,909
41,574 51,149 76,550
360,740 340,751 345,027
2.82 3.00 2. 92
29,729 29,307 20,791
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( 2011 2010 2009
)
494 730 876
2.89 4.32 4.87
798 875 977
710 846 839
22,716 23,579 21,784
137,853 133,114 120,507
24 20 13
5,508 5,268 5,154
262 16 16
ATM 17,235 16, 145 15, 406
@ 24,308 21,735 18,0009
@ 6,017 4,876 3,915
3,201 3,066 2,731
()@ 17,334 16, 855 14,627
( )@ 8,391 5,337 1,249
21,723 4,242 2,933
() 26,626 27,252 25,712

(a) 2011
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( ) 2011 2010 20009
2,714 3,855 3,794
452 413 442
770 904 973
( ) 3,936 5,172 5,200
5 58 15
6,735 4,139 3,244
I ) (2,804) 975 1,950
I ( ) ’ ’
I ( ) (1,832) 569 1,199
171 80 6 2
3,395 3,440 2,115
840 869 1,079
( ) 4,235 4,309 3,194
1,895 1,613 1,575
( ) 2,340 2,696 1,619
(1,347) (2,912) (1,612)
/o /g ) 993 (216) 7
4,134 4,575 4,942
390 433 240
4,524 5,008 5,182
MS R (1,904) (2,384) (3,279)
(a) 3,814 1,747 1,002
1,031 837 682
I ( ) ( MSR ) (2,225) 40 219
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MS R ( I )
) (b) (1,572) 1,151 1,724
I ( )
I ( ) (3,797) 1,191 1,943
e (1,832) 569 1,199
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%2 31) 2011 2010 20009
( )
3,395 3,440 2,115
(1,347) (2,912) (1,612)
( ) 2,048 528 503
( )
4,134 4,575 4,942
MSR (1,904) (2,384) (3,279)
2,230 2,191 1,663
MS R (7,117) (2,268) 5,804
5,553 3,404 (4,176)
(b) (1,564) 1,136 1,628
( ) 666 3,327 3,291
2,714 3,855 3,794
(a) 2011 12 31 17 2010 12 31
350
(b) (1) MS R (2) MSR
MSR . (5) 17
20112010
569 18
216 993
42
282 17 19 29 16

13
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MS R

12

. (5) 17
201020009
630
16
MS R

MS R
900 26

12
10

16

29

19

53

35

50
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23 4 8
MS R
569
216
43
MS R
MS R

38

12

24
17
MS R
38
16
33
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%231 ) 2011 2010 2009
( ARM ) (a) 16,8091 14,186 11, 964
(b) 12,694 14,863 12,920
( ARM ) (a) 14,580 13,422 8,894
(b) 16,354 15,395 16,236
59,891 57,778 51,317
( ) 3,213 3,000 1,448
( ARM ) 5 41 14
( ARM ) 0.03 0.31 0.17
30 (c) 3.15 3.44 2.89
(d) 716 729 575
(
87.2 68.8 53.9
(e) 0.5 1.3 3.6
(e) 52.1 75.3 81.0
CNT( ) 5.8 10. 2 12.2
145.6 155. 6 150. 7
137.2 115.1 90. 9
(e) 1.0 2.4 4.9
(e) 66.5 97.3 110. 8
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204.7 214.8 206.6
) 902. 2 967.5 1,082
) 937.6 1,037 1,119
MS R ( ) ( 7.2 13.6 15.5
)
0.80 1.41 1.43
MS R ( ) (
)
0.44 0. 44 0.44
MS R (f) 1.82 3.20 3.25
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(a)

(b)
2010
163
2011

2009
152

(c) 2010
14

(d) 2011
(2)

2010

—~

- o

~— ~—

12 31
158
20009 12 31

20009 12 31
954

MS R
MS R

127 147 125
126 103
(1) 90
19 579
MS R ( ) (
MS R
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115
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502
2008
CNT —
%2 31 | 2011 2010 20009
38 115 (26)
4. 554 5,432 6,546
( ) 4,592 5,547 6,520
3,575 8,231 13,563
1,521 1,627 1,847
. /§ ) (504) (4,311) (8,890)
I ( ) (306) (2,493) (5,449)
33 29 28
20112010
25 306

955 17 4 6
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PCI

20102009

632

34

PCI

16

973

136

230
10
PCI
54 25
15 55
8 2
950

220 12
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PCI
2011 12 31 PCI

PCI

(5) 14 PCI
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( ) 2011 2010 20009
(PCI ) (a)

77,800 88,385 101, 425
( ARM 44,284 49,768 55,8091
9,664 11,287 12,526

718 857 671
132,466 150,297 170,513
82,886 94,835 108,333
( ARM 46,971 53,431 62,155
10,471 12,729 13,901

773 954 841
141,101 161,949 185,230

PCI (a)

22,697 24,4509 26,520
15,180 17,322 19,693
4,976 5,398 5,993
ARM 22,693 25,584 29,0309
65, 546 72,763 81,245
23,514 25,455 27,627
16,181 18,526 20,791
5,170 5,671 6,350
ARM 24,045 27,220 30,464
68,910 76,872 85, 232
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2'2 31) 2011 2010 20009
100, 497 112,844 127,945
ARM 82,157 92,674 104,623
14,640 16, 685 18,5109
718 857 671
198,012 223,060 251, 758
106, 400 120, 290 135,960
ARM 87,197 99,177 113,410
15,641 18,400 20, 251
773 954 841
210,011 238,821 270, 462
197,096 226,961 263,619
1,127 1,203 2,479
(a) PCI JP
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( 2011 2010 2009
(PCI ) (a)
2,472 3,444 4,682
( ARM ) 682 1,573 1,935
626 1,374 1,648
25 59 78
3,805 6, 450 8,343
(PCI ) (a)
2.98 3.63 4.32
( ARM ) 1.45 2.95 3.11
5.98 10. 82 11.86
3.23 5.90 9.75
(PCI ) 2.70 3.98 4.50
2.32 2.86 3.45
( ARM ) 0.78 1.59 1.70
4.00 7.47 8.16
3.23 5.90 9.75
— 1.81 2.70 3.08
30 (PCI ) (b) 5.69 6. 45 7.73
14,429 14,659 12,752
(c) 6, 638 8,424 10, 347
7.209 6.57 5.06
(gfc' ) 6.58 6. 47 6.55
(a) PCI
2011 2010 20009 12 31 57
(b) PCI 2011 2010 2009 12 31 23.30 28.20 27.62
c) PCI
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1,320 2011
3,430
CSA
17,200 2,000
2011 CSA
(5) 33
(a) (b)
%2 31 2011 2010 20009
4,127 3,514 3,613
765 764 93
(c) 4,892 4,278 3,706
14,249 16, 194 19, 493
() (d) 19,141 20,472 23,1909
3,621 8,570 19,648
1,826 1,651 1,739
5,818 5,060 4,362
401 467 516
(e) 8,045 7,178 6,617
I ( ) 1) 7,475 4,724 (3,066)
I ( ) 2,931 1,852 (1,273)
() 4,544 2,872 (1,793)
ICy)y () N A N A (474)
(a)
28 16 (10)
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(a) 2011 TSS CSA
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OoOooOodnd
(c) 2011 12 31 290
(d) 2011 2010 20009 12 31 13
(e) 202131 298
N A
20112010
29 45
13 191 19 12 142
614 14 49 2011
CSA
86 36
39 6 2 7.12 3.909
30 3.23 2.32
8. 72 4. 93 30 3.66 2.54 0.63 0
2.61 3.10
867 12 80
20009 2010

2011 2010 750 300
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201020009
18

. 63

247

27 12

572
196

11

29

2,005

205

8 6
27

3.23

30

GAAP
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31

( 2011 2010 20009
( ) (a)
208,467 208,793 255,029
132,277 137,676 78,786
47,426 48,367 46,031
13,425 14, 454 15, 747
193,128 200,497 140,564
(b) NA NA 84,626
(c) 193,128 200,497 225,190
16,000 18,400 17,543
( ) (a)
201,162 213,041 255,519
128,167 144,367 87,0209
47,034 47,603 43,558
13,986 15,945 16,108
189,187 207,915 146,695
(b) NA NA 85,378
(d) 189,187 207,915 232,073
16,000 18,400 17,543
(a) 27,585 25,733 27,914
(a) (b)
6,925 14,037 16,077
152 298 627
434 387 253
7,511 14,722 16, 957
(e) 5. 44 9.73 9.33
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10

.99

63
61
12
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.77
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12 31
( 2011 2010 20009
)
30
(9) 2.81 4.14 6.28
1.13 1.22 1.63
(h) (i) 1.78 1.53 1.50
30 2.32 3.23 5.02
90 — (9) 1. 44 2.25 3.59
(i) 228 269 340
(k) 6, 999 11,034 9,672
1,010 899 1,042
8,000 11,933 10,714
(g) (k) 5.30 8. 14 12.28
(h) 1.66 1. 43 1.73
4.15 6.02 7.72
( ) (a)
( ) 343.7 313.0 294. 1
8.8 11. 3 10. 2
(1) 65. 2 90. 7 93. 3
( ) 553. 7 469. 3 409.7
( ) 24 . 4 20. 5 18.0
( )
21.0 23.0 23. 7
0.3 1.9 4.2
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%2 31 ) 2011 2010 20009
(a) (m)
(
)
( ) 121,224 123,943 143,759
116,186 128,312 148,765
(n) 8.70 8.86 8.97
( ) (n) 11.74 11.22 10.63
(n) (o) 9.39 5.81 1.39
5,668 11,191 12,574
(e) 4.88 8. 72 8.45
30 (9) 2.53 3.66 5.502
90 (9) 1.29 1.98 3.13
(
)
( ) 119,966 123,943 143,759
114,828 128,312 148,765
(n) 8.87 8.86 8.97
( ) (n) 11.69 11.22 10.63
(n) (o) 9.32 5.81 1.39
5,666 11,191 12,574
(e) 4.93 8.72 8. 45
30 (g) (p) 2.54 3.66 5.52
90 (g)(q) 1.30 1.98 3.13
(a) 2011 TSS CSA
(b) 2010 VI E 2010
(c) 2011 2010 2009 12 31 102 22 17
(d) 2011 2010 2009 12 31 833 13
(e) 2011 2010 12 31 833
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(9)

GAAP

2011
2009 12 31
2011 2010 2009 12 31
2011 2010
2011
2011 2010 2009 12 31
047 4,541 7,930
2011 2010 2009 12 31
557 2,449 4,503
20009
2010 VI E
2010
(5) 16

2009

2010 12 31

17

989 11

12 31 551
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( 2011 2010 20009
4,127 3,514 5,107
NA N A (1, 494)
4,127 3,514 3,613
14,247 16,187 11,543
N A N A 7,937
2 7 13
14,249 16, 194 19,493
(
19,139 20,465 16,743
N A N A 6, 443
2 7 13
19,141 20, 472 23,199
3,621 8,570 13,205
NA N A 6, 443
3,621 8,570 19,648
I
2,920 1,845 (1,286)
2 7 13
I ( 2,931 1,852 (1,273)
201,162 213,041 173,286
N A N A 82,233
201,162 213,041 255,519
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7,511 14,722 10,514
NA NA 6,443
7,511 14,722 16, 957
3.99 7.12 7.26
NA NA 7.55
3.99 7.12 7.37
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( ) 2011 2010 20009
1,081 1,099 1,081

136 144 140

(a) 978 957 596
2,195 2,200 1,817
4,223 3,840 3,903
( ) (b) 6,418 6,040 5,720
208 297 1,454

886 820 776
1,361 1,344 1,359

31 35 41
2,278 2,199 2,176
3,932 3,544 2,090

1,565 1,460 8109
2,367 2,084 1,271
(c) 3,455 2,749 2,663
(c) 2,270 2,632 2,642

498 466 394

195 193 21
6,418 6,040 5,720
| B (d) 1,421 1,335 1,163
3,145 3,060 3,055

1,168 1,023 875

(e) 1,261 1,154 1,102
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416 460 461
428 343 227
6,418 6,040 5,720
30 26 16
35 36 38

CB
2011 2010 2009 12 31 345 238 170
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(c) 2011

OoOooOodnd
2011 12 31 438
(d) CB
(e) 2011
20112010

283 14

214
378 6 4
383 10 42 22
85 31 145 14
12 2010 35
107
13
4 4 10 416
297 208 909 0.94 187
0.18 2.61
2. 34 947 47 11
79 23
201020009
813 6 4

21
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320 60
63 38
383 21 22
31
148 17 10 2010 35
52 12
460
15 297
11 1.02 909 0. 94
3.12 2.61 801 29 20

23 22

167/366



( ) 2011 2010 20009
( )

158,040 142,646 130,280
111,162 97,900 97,108

840 1,018 324
112,002 98,918 97,432

8,000 8,000 8,000
44,437 37,942 34,170
38,583 37,928 36,201
(a) 16,747 11,678 12,500
8,211 7,591 10,619

4,024 3,779 3,942
112,002 98,918 97,432

( )

146,230 133,654 135,408
103,462 96,584 106, 421

745 422 317
104,207 97,006 106, 738
(b) 174,729 138,862 113, 152
8,000 8,000 8,000
40,759 35,0509 37,459
38,107 36,978 36,806
(a) 13,993 11,926 15,951
7,610 9,344 12,066

3,729 3,690 4,456
104,207 97,006 106, 738
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( ) 2011 2010 2009
187 909 1,089
(c) 1,036 1,964 2,764
17 36 37
1,053 2,000 2,801
85 197 188
1,138 2,197 2,989
2,603 2,552 3,025
189 209 349
2,792 2,761 3,374
(d) 0.18 0.94 1.02
2. 34 2.61 3.12
(c) 251 130 109
0.914 2.02 2. 87
(a) 2011
b)
(c) 2 021011 O 20009 12 31 176 340 581
(d)
TSS
TS I B CB RFS AM TS
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( 2011 2010 20009
1,240 1,256 1,285
2,748 2,697 2,631
556 804 831
4,544 4,757 4,747
3,158 2,624 2,597
( ) 7,702 7,381 7,344
1 (47) 55
I ( ) (a) 8 (121) (121)
2,824 2,734 2,544
2,971 2,790 2,658
68 80 76
5,863 5,604 5,278
1,846 1,703 1,890
642 624 664
1,204 1,079 1,226
17 17 25
24 23 26
76 76 72
(b) 24 24 28
(a) 1IBB TSS GCB 2011
(b)

TSS
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%2 31) 2011 2010 2009
WSS
3,010 2,860 2,836
842 814 806
WS 'S 3,861 3,683 3,642
TS
3,240 3,233 3,312
601 465 390
TS 3,841 3,698 3,702
20112010
125 12 12
321 77
178 39
143 38 2011
CSA
TS 10
TSS 102 6 4 38 23
265 TSS 39
47
2509 59 CSA
TSS

10
2011 GCB I B TSS
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201020009
147 12 11
37 74 37
37
TSS 103 66 37 26
247 TSS 37
55 47

326 56
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( 2011 2010 2009
(
68, 665 45, 481 38,054
(a) 42,992 27,168 18,972
7,000 6,500 5,000
(
56, 151 42,494 35, 963
(a) 34,268 23,271 18,397
318,802 248,451 248,095
7,000 6,500 5,000
27,825 29,073 26,6009
12 31
( 2011 2010 2009
)
1 19
4 12 14
65 65 88
49 51 8 4
114 116 172
0.10
0.15 0.24 0.46
N M N M N M
0.01 0.04 0.07
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PCI PCI

PCI
247 ( )
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252 255 ( ) 15

JP

(b)
LTV
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252
255 15
(
)
JP
PClI
ARM
(c)
(c)
PCI
ARM
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CcB ) ( TSS
AM )
( )
AM
RFS
278,395 308,427 132,175 718,997 (a)
2,524 — 102 2,626
2,007 — — 2,007
283,016 308,427 132,277 723,720
222,510 327,464 135,524 685, 498(a)
3,147 154 2,152 5,453
1,976 — — 1,976
227,633 327,618 137,676 692,927
31 (PCI )
27 19
906 7,525 — 8,431
3,289 1,384 — 4,673
538 — 2,006 2,544
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%2 31 ) 2011 2010 20009
« )
) (a)
121 215 291
131 265 127
(24) (16) 21
§(;) 228 464 439
(a)
PD ) ( L GD )
PD LGD
S&P AAA Aaa BBB- Baa3
BB+ Bal B- B3 ) ( ccc+
)
201
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12 31
( ) 2011 2010 2011 2010 2011 2010
52,4281,69733, 92028, 5028, 80422,525

38, 64430, 87415, 97216, 4259, 132 8, 480

2,254 2,371 3,906 5,769 246 317

889 1,634 886 2,937 37 136
41,78734, 87920, 76425, 1319, 415 8, 933
94,2156, 57654, 68453, 6388, 21931, 458

() 3.34 6.02 8.76 16.23 0.74 1.44
() 0.94 2.45 1.62 5.48 0.10 0.43
(a)

30,81317,7311,497 1,96329, 99619, 756
63,4028, 8453, 18751, 6728,223 11,702
94,2156,57654, 68453, 6388, 21931, 458

124 403 256 862 (137) 72

() 0.13 0.61 0.47 1.61 (0.36) 0.23

(b)

30 93,06064, 50153, 38750, 2988, 12931, 289

30 89 266 434 327 290 51 31
90 (c) — 7 8 4 109 2 2
889 1,634 886 2,937 37 136

94, 215%6,57654,68453,6388, 21931, 458
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12 31 (d)
( 2011 2010 2011 2010 2011 2010
7,421 6,87174,49756, 45097, 071046, 047
378 382 7,583 6,01271,709%2, 173
4 3 808 320 7,218 8,780
16 22 570 781 2,398 5,510
398 407 8,961 7,11381, 32576, 463
7,819 7,27883, 4583,56378, 392522, 510
() 0.26 0.34 1.65 1.73 3.45 6.42
() 0.20 0.30 0.68 1.23 0.86 2.48
(a)
583 870 32,27525,83195, 16466, 151
7,236 6,40851, 18337, 73283, 231156, 359
7,819 7,27883, 4583,56378, 392522, 510
— 2 197 388 440 1,727
() — 0.03 0.24 0.61 0.16 0.78
(b)
30 7,780 7,22281,80261,83274, 152815, 148
30 89 23 34 1,072 704 1,739 1,493
90 (c) — — 14 241 100 359
16 22 570 781 2,398 5,510
7,819 7,27883, 458 3,56378,392522,510
a)
b)
235 (
(c)
(d) SPE SPE
182 183 ( )
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( REIT )
2011 2010 2011 2010
32,524 30,604 14, 444 15, 796
2,451 3,798 1,662 3,593
7.54 12. 41 11.51 22. 75
412 1,016 284 1,549
1.27 3.32 1.97 9.81

2011 2010 2011 2010 2011 2010

3,148 3,395 4,568 3,84054,68453, 635
297 619 382 696 4,792 8,706

9.43 18.23 8.36 18.13 8.76 16.23
69 174 121 198 886 2,937

2.19 5.13 2.65 5.16 1.62 5.48
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233 234 (
)
%2 31 ) 2011 2010 2011 2010 2011 2010
828 1,512 621 2,510 21 127
(a) 177 157 292 445 18 8
1,005 1,669 913 2,955 39 135
276 435 148 825 5 61
(b) 1,705 2,453 1,124 3,487 63 244
%2 31 ) 2011 2010 2011 2010 2011 2010
16 22 473 697 1,959 4,868
(a) — — 103 8 590 618
16 22 576 705 2,549 5, 486
10 14 77 239 516 1,574
(b) 17 30 1,008 1,046 3,917 7,260
(a)
(b) 2011 2010 12 31
2011 2010 20009
%2 31 ) 2011 2010 20009
1,309 1,655 1,767
1,813 3,101 2,420
8 4 304 685
20 5 4
63 4 884 468
(a) 3,860 5,949 5,344
(a) 2011 2010 2009 12 31
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%2 31t ) 2011 2010 2011 2010 2011 2010
531 212 176 907 2 1
415 163 128 831 — 1
147 1 — — — —
%2 3t ) 2011 2010 2011 2010 2011 2010
16 22 25 1 750 1,143
16 22 19 1 578 1,018
_ — — — 147 1
5011 12 ;1 (b)
212 907 24 1,143
665 113 32 810
96 16 — 112
(30) (146) — (176)
(a) (412) (714) (13) (1,139)
531 176 43 750
(a) (
)
(b)
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2011 12 31
2011 12 31 3.3
2011 12 31 4.5
2011 12
31 96
( )
%2 31 ) 2011 2010
PCI
21,765 24,376
56,035 64,000
ARM 76,196 74,5309
9. 664 11,287
47,426 48,367
17,652 16,812
14,143 15,311
PCI
22,697 24,4509
15,180 17,322
4,976 5,398
ARM 22,693 25,584

308,427 327,464
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30
(150 )
PCI PCI LTV
LTV LTV
LTV
LTV
( )
FI CO
FI CO
FI CO (660 )
LTV FI CO
LTV FI CO
PCI
(PCI )
(PCI )

() 180
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PCI
%2 31 ) 2011 2010 2011 2010
(a)
30 20,992 23,615 54,533 62,315
30 1409 405 414 1,272 1,508
150 368 347 230 186
21,765 24,376 56,035 64,0009
() 30 3.55 3.12 2.68 2.65
90 — — — —
90 (b) — — — —
495 4709 792 784
LTV (c)(d) (e) (f)
125 FI Cco
660 341 363 6,463 6,928
660 160 196 2,037 2,495
101 125 FI Cco
660 663 619 8,775 9,403
660 241 2409 2,510 2,873
80 100 FI CO
660 1,850 1,900 11,433 13,333
660 601 657 2,616 3,155
80 FI co
660 15,350 17,474 19,326 22,527
660 2,559 2,918 2,875 3,295
21,765 24,376 56,035 64,0009

491/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

OOooOoOoOoo
ARM
- PClI
% ! , 2011 2010 2011 2010 2011 2010
(a)
s 0 50,8559, 223 7,5858, 47742, 965153, 630

30 149 3.4754,052 820 1,1845,972 7,158
150 12, 8661, 264 1,25091, 62614, 723 13,423

76,1964, 539 9, 6641, 28763, 660174, 211

( )30 4.96 (16). 68 (h).5124.90 4.97 (hy.88 (h)

90 _ — _ _ _ _
90
o) 11,51, 417 _ — 11,516 9,417

3,4624,320 1,7812,2106,530 7,793

LTV (c)(d)(e) (f)

125 FI coO
660 3,1683,039 367 338 10,339 10, 668
660 1,4161,595 1,0611, 153 4,674 5,439
101 125 Fl co
660 4,6264,733 506 506 14,570 15,261
660 1,6361,775 1,2841,4865,671 6,383
80 100 FI Cco
660 9,3430,720 817 925 23,443 26,878
660 2.3492,786 1,5561,9557,122 8,553
80 FI CO
660 33,8492, 385 1,9062, 25270, 431 74, 638
660 4,2254,557 2,1672,67211,826 13, 442

15,5882, 949 — — 15,584 12,949

76, 194,539 9,6641, 28763, 660174, 211
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) 2011 2010 2011 2010
3,066 3,348 12,851 14,656
3,023 3,272 10,979 12,278
992 1,088 3,006 3,470
1,495 1,635 3,785 4,248
3,027 3,594 1,859 2,239
687 732 3,238 3,617
1,339 1,481 2,552 2,979
714 776 1,895 2,142
1,747 2,010 1,328 1,568
1,044 1,176 1,400 1,618

(g) 4,631 5,264 13,142 15,194

21,765 24,376 56,035 64,0009

ARM
PCl

) 2011 2010 2011 2010 2011 2010

18,0299, 278,4631, 73®B5, 40%9, 012
10,20®,5871,2171, 38125, 4136, 518
4,5654,8401, 2061, 4229, 7690, 820
3,9223,765 391 468 9,5930, 116
2,8512,569 300 345 8,0378, 747
2,0422,026 461 534 6,4286, 909
1,1941,320 199 244 5,2846, 024
1,8782,056 2009 247 4,6965, 221
441 462 234 275 3,7504,315
909 963 246 294 3,5994, 051

(9) 30,163%7,6738,7384,34H51,6752, 478
76, 1964, 53P, 6641, 28063, 66D4, 211

2011 2010 12 31

30 30 25 30 149 23 25

103 79
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(b) 90
100
2011 2010 12 31
100
70 28
(c)
(d) LTV
(e) FI CO
(f)
(g) 2011 2010 12 31 156 129
(h) 2011 2010 12 31 126 103
2011 2010 12 31
2011 12 31 30 89 90 149 150 30
( )
HELOC (a)
(b) 606 314 173 47,760 2.29
45 19 15 1,636 4.83
HEL OAN 188 100 42 6, 639 4. 97
839 433 230 56,035 2.68
2010 12 31 30 89 90 149 150 30
( )
HELOC ( a)
(b) 665 384 145 54,434 2.19
41 19 10 1,177 5.95
HEL OAN 250 149 31 8,398 5.12
956 552 186 64,009 2.65
(a) HELOC 10 HELOC 20

(b)
HELOC

494/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

OooooOodd
( HELOC ) (
HEL OAN HELOC
HELOC HELOC
HEL OAN
PCI
252
255 ( ) 15
%2 31 ) 2011 2010 2011 2010
319 211 622 258
(a) 16 15 35 25
(b) 335 226 657 283
80 77 141 82
(c) 433 265 994 402
77 38 159 63
ARM PCI
%231 ) 2011 2010 2011 2010 2011 2010
4,3321,525 3,047 2,563 8,320 4,557
(a) 545 5509 172 188 768 787
(b) 4,8772,084 3,219 2,751 9,088 5,344
4 97 366 555 591 811
(c) 6,1902,751 4,827 3,77712,4447,195
922 534 832 632 1,990 1,267
(a)
(b) 2011 31 43 3
( FHA ) ( VA ) ( RHS ) )
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(c) 2011 2010 12 31
(
%2 31 2011 2010 20009
287 207 142
521 266 187
ARM 3,859 1,530 496
3,083 2,539 1,948
PCI 7,750 4,542 2,773
(a)
}2 31 2011 2010 20009
10 15 7
18 10 9
ARM 147 70 34
148 121 98
PCI 323 216 148
(a)
12 31
( 3 2011 2010 20009
1 1 1
2 1 1
ARM 14 14 8
16 19 6
PCI 33 35 16
(a)
2011 2010 12 31 886 580

496/866
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( HAMP
HAMP
(
HAMP
PCI
2011
2011

MH A

HAMP

HAMP
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oooooog
(PCI
)
2011 12 31 ARM PCI
( )
226 283 2,084 2,751 5,344
(a) 138 518 3,268 883 4,807
(b) (15) (78) (119) (234) (446)
( ) — (11) (108) (82) (201)
(14) (55) (248) (99) (416)
335 657 4,877 3,219 9,088
285 634 4,601 3,029 8,549
50 23 276 190 539
(a) 2011 2011 12 31
(b)
MHA (
)
(PCI )
ARM PCI
2011 12 31
654 778 898 1,730 4,060
1,006 9,142 9,579 4,972 24,699
(a) (b)
80 95 53 80 75
8 8 81 71 72 75
10 21 17 19 19
7 20 2 13 11
(c) 29 7 6 8 26 35

(a)
100

498/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

OoOoOoOoOodno
(b)
(c)
(PCI
)
2011 12 31
( ( ARM PCI
) )
7.25 5.46 5.98 8.25 6. 44
(a)
3.51 1.49 3.34 3.46 3.09
(a)
) 18 21 25 23 24
(a)
) 30 34 35 34 35
(a)
1 117 61 19 198
(b) 4 35 167 61 267
(b) 1 62 20 46 129
(¢) 222 1,310 1,142 1,989 4,663
18 52 340 281 691
(c)
21 14 13 28 18
(d)
(a)
(b)
2011 12 31 125
(c)
12
(d) 2009 10
2010 ( HAMP )

85
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2011 12 31 (PCI
) 7.0
6.9 ARM 0 6.7
(
12 31
( ) 2011 2010 2011 2010
(a)
30 46,891 47,778 17,173 16,240
30 119 528 579 326 351
120 7 10 153 221
47,426 48,367 17,652 16, 812
() 30 1.13 1.22 2. 71 3.40
90 (b) — — — —
118 141 694 832
4,413 4,307 1,342 851
3,616 3,875 2,792 2,877
1,881 1,923 313 220
2,496 2,608 1,364 1,320
4,467 4,505 2,680 2,550
1,829 1,842 376 422
1,495 1,499 1,165 1,218
735 716 160 115
2,633 2,961 1,541 1,647
2,282 2,434 1,389 1,401
21,579 21,697 4,530 4,191
47,426 48,367 17,652 16, 812
(c)
6,775 5,803 11,749 10,351
166 265 817 982
3 12 524 574
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12 31
( ) 2011 2010 2011 2010
(a)
30 12,905 13,998 76,969 78,016
30 119 777 795 1,631 1,725
120 461 518 621 749
14,143 15,311 79,221 80,490
() 30 1.76 (d) 1.61 (d) 1.59 (d) 1.75 (d)
90 (b) 551 625 551 625
69 67 881 1,040
1,261 1,330 7,016 6,488
1,401 1,305 7,800 8,057
658 722 2,852 2,865
851 940 4,711 4,868
1,053 1,273 8,200 8,328
460 5002 2,665 2,766
316 387 2,976 3,104
249 279 1,144 1,110
880 1,010 5,054 5,618
637 729 4,308 4,564
6,377 6,834 32,486 32,722
14,143 15,311 79,221 80,490
(c)
18,524 16,154
983 1,247
527 586
(a) ( FFELP )
(b) FFELP
(c)
(d) 2011 2010 12 31 FFELP 30

989

11
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(c)
%2 31 ) 2011 2010 2011 2010 2011 2010
88 102 713 774 801 876
(a) 3 — — — 3 —
91 102 713 774 804 876
12 16 225 248 237 264
(b) 126 132 822 899 948 1,031
41 50 551 647 592 697
(a)
(b) 2011 2010 12 31
( )
(c) 2011 2010 12 31
( ) (b)
%2 31 ) 2011 2010 20009
92 120 100
760 682 396
(a) 852 802 496
(a) 2011 2010 20009

(b) 2011 2010 20009
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(c)
2010 2011 2010 2011 2010
91 415 395 503 486
39 253 268 291 307
91 395 486
54 195 249
(S) (11) (16)
— (3) (3)
(52) (161) (213)
88 415 503
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2011 12 31
12.45 5.70 2011 12 31
7.55 5.52
2011 12 31 1.4
2.6
2011 12 31
80
()
()
PCI PCI
( )

PCI
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ooooood
PCI
PCI
PCI
PCI
PCI
PCI

PCI ¢ ) ()

PClI

2011 12 31 7.5
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PCI
PCI
%2 31 ) 2011 2010 2011 2010
(a) 22,697 24,459 15,180 17,322
(b) 1,908 1,583 1,929 1,766
(
)
30 22,682 25,783 12,148 13,035
30 1409 1,130 1,348 912 1,468
150 1,252 1,181 3,000 4,425
25,064 28,312 16,060 18,928
() 30 9.50 8. 93 24.36 31.13
LTV (
Y(c) (d) (e)
125 FI CO
660 5,915 6,280 2,313 2,400
660 3,299 4,043 2,319 2,744
101 125 Fl co
660 5,393 6,053 3,328 3,815
660 2,304 2,696 2,314 3,011
80 100 FI Co
660 3,482 3,095 1,629 1,970
660 1,264 1,482 1,457 1,857
80 Fl CcO
660 2,400 2,641 1,276 1,443
660 998 1,113 1,424 1,688
25,064 28,312 16,060 18,928
( )
15,091 17,012 9,121 10,891
1,179 1,316 1,018 1,111
2,307 2,595 1,265 1,519
558 627 511 562
455 525 168 194
471 540 445 486
468 5309 254 3509
1,368 1,535 388 451
32 38 79 91
81 95 2309 279
3,054 3,490 2,572 2,985
25,064 28,312 16,060 18,928
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ARM PCI
(12 31 ) 2011 2010 2011 2010 2011 2010
(a) 4,976 5,39822,69325, 58465, 54672, 763
(b) 380 98 1,494 1,494 5,711 4,941
(
)
30 4,388 4,31217,91918, 67257, 13761, 802
30-149 782 1,020 1,467 2,215 4,291 6,051
150 2,059 2,710 6,753 9,90413,06418, 220
7,229 8,04226, 13930, 79174, 49286, 073
)30 39.30 46.38 31.45 39.36 23.30 28.20
LTV (
)(c) (d) (e)
125 FI CO
660 473 432 ,509 2,68111,21011, 802
660 1,939 2,129 4,608 6,33012, 16515, 246
101 125 FI CO
660 434 424 ,959 4,29213,11414,584
660 1,510 1,663 3,884 5,00510,01212,375
80 100 FI CO
660 372 374 , 740 4,152 9,22310, 491
660 1,197 1,477 3,035 3,551 6,953 8,367
80 FI CO
660 198 186 ,189 2,281 6,072 6,551
660 1,106 1,357 2,215 2,499 5,743 6,657
7,229 8,04226, 13930, 79174, 49286, 073
( )
1,661 1,97113,56516, 13039, 43846, 004
7009 736 1,548 1,703 4,454 4,866
812 906 3,201 3,916 7,585 8,936
411 438 702 760 2,182 2,387
405 435 140 155 1,168 1,309
297 316 969 1,064 2,182 2,406
126 165 362 528 1,210 1,591
160 178 649 745 2,565 2,909
114 122 111 131 336 382
187 214 268 345 775 933
2,347 2,561 4,624 5,31412,59714, 350
7,229 8,04226, 13930, 79174, 49286, 073
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(a) PCI
(b) PCI
(c)
LTV
(d) FI CO FI CO
(e)
PCI 20
HEL OAN HELOC 2011 2010 12 31
PCI
2011 12 31 30 89 90 149150 30
(
HELOC (a)
(b) 500 296 543 18, 246 7. 34
(c) 16 11 5 400 8.00
HEL OAN 53 29 4 4 1,327 9.50
569 336 592 19,973 7.50
2010 12 31 30 89 90 149 150 30
(
HELOC (a)
(b) 601 404 428 21,172 6. 77
(c) 1 — 1 37 5. 41
HEL OAN 79 49 46 1,573 11.06
681 453 475 22,782 7. 06
(a) HELOC 10 HELOC 20
(b) HELOC
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2011 2010 2009 12 PCI
PCI
PCI
PCI
12 31
( ) 2011 2010 2009
19,0097 25,544 32,619
(2,767) (3,232) (4,363)
(573) (819) (4,849)
(a) 315 (2,396) 2,137
19,072 19,0097 25,544
() .33 4.35 5.14
(a)
2011 12
2010 2009 12 31
( ) ARM (
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(30 )

FI CO
FI CO

FI CO
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12 31 (b) (b) (b)

( ) 2011 2010 2011 2010 2011 2010

5,66811,1911,257 2,846 6,92514, 037

() 4. 91 8. 73 10.49 17.73 5. 44 9. 73
30 118, 05417, 2480, 41012, 67028, 46429, 918
30 89 1,509 2,092 299 459 1,808 2,551
90 1,558 2,449 344 604 1,902 3,053
1 2 — — 1 2

121, 121221, 7911, 05313, 73332, 171535,524

( )30 2.53 3.73 5.82 7. 74 2.81 4. 14
( )90 1.29 2.01 3.11 4. 40 1. 44 2.25
15,47915,4542,119 2,65017,59818, 104
9,755 9,540 839 1,03210,59410, 572
9,418 9,217 821 1,00610, 23910, 223
6,658 6,724 925 1,165 7,583 7,889
7,108 7,077 440 542 7,548 7,619
5,208 5,070 396 494 5,604 5,564
4,882 5,035 320 401 5,202 5, 436
4,434 4,521 345 424 4, 779 4,945
3,777 3,956 217 273 3,994 4,229
3,061 3,020 237 295 3,298 3,315
2,737 2,834 315 398 3,052 3,232
2,081 2,053 359 438 2,440 2,491
46,52447,2903, 720 4,61550, 24451, 905
121, 121221, 7911,05313, 73332, 171535,524
FI CO

() (Ca)
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JP “in 465 480 2004 2034 2014 LIBOR+0.95
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JP " 93 132 2005 2035 5.88
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JP “VI ] 496 720 2005 2035 5.85
JP NV 748 749 2006 2036 6.95
JP “1 x 563 564 2006 2036 6.63
JP  x 905 907 2006 2036 6.55
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P WX | 911 912 2007 2037 6.45
JP NV 643 643 2007 2047 2012 LIBOR+1.00
JP Cx1 v 700 700 2007 2047 2012 6.88
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JP XV 1,815 1,815 2008 2048 2013 8.00
JP WXV | 995 995 2009 2039 20309 7.00
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JP W x1 X 1,500 1,500 2010 2040 2015 6.70
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b) JP
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226 (88) 138 11 (5) 6 (259)100 (159)
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JP JP USA N.
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(75) (211)
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() 2,99%, 1131, 08B, 385, 58BF, 768457 294
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(a) 72,757 55,815 16,942 12,412 1,491, 034
97,234 70,485 26,749 18,976 2,265, 792
2010b)
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( ) 2011 2010 20009 2011 2010 20009
(1,995)(1,866) (67) 49,545 51,693 49,282
(530) (403) (8,267)47,689 51,001 51,152
(2,525)(2,269)(8,334)97,234102, 694100, 434
— — (6,443) 7,574 16,639 32,015
() (b) (8) 121 121 — — _
(¢) — — — 62,911 61,196 52,352
( )( ) (2,533)(2,148)(1,770)26,749 24,859 16,067
( ) (2,533)(2,148)(1,770) 7,773 7,489 4,415
¢ — — — 18,976 17,370 11,652
(d) — — — — — 76
() — — — 18,976 17,370 11,728
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(e) N M N M N M 11 10 6
N M N M N M 65 60 52
(9) ( )
GAAP
2011 2010 2009 12 31
%231 ) 2011 2010 20009
2,003 1,745 1,440
530 403 330
2,533 2,148 1,770

601/866



EDINETOOOO

DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

oOoOooodn

34
%2 31 ) 2011 2010 2009

10, 852 16, 554 15,235

(a) 2,651 932 1,036
1,099 985 1,501

384 294 266

(

809 680 233

92 312 742

( ) (85) 157 844
15,802 19,914 19,857

(a) 1,121 1,263 1,118

4,447 3,782 4,696

649 540 988

6,217 5,585 6, 802

9,585 14,329 13,055

1,089 511 1,269
8,302 2,530 (2,596)

18,976 17,370 11,728
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%2 31 ) 2011 2010
132 96

91,622 80,201

18, 485 16,038

3,657 3,176

1,880 1,849

39,888 54,887

83,138 72,080

( )

157,160 150, 876

(a) 42,231 38,000
1,027 1,050

15,506 17,171

454,726 435,424

(a) 30,231 28,332

( ) 59,891 41,874
7,653 7,302

(b)(c) 173,378 181,810
(c) 271,153 259,318
183,573 176,106

454,726 435,424
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889 1,685 1, 852
11, 474 16,471 15, 9509
20,866 7,692 (27,342)
(1,1009) (1,387) (1, 454)
886 745 522
153 (90) 209
(28, 105) 8,051 28,808
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Consolidated statements of income

Year ended December 31, (in millloms, except per share data) zan 20010 2009
Rewvenue

Inwestment banking fees 1 5911 % &190 3 7087
Principal transactions 10,005 10,894 9,756
Lending- and depasit-related foes G458 0,340 7045
Asset management, administration and commisskens 14,054 13,499 12,540
Securities gainstd 1,503 2,965 (NRLH
Mortgage fees and related income 2,721 1,870 3678
Credit card income 6,158 5.8M EARL
Other income 2,605 2,044 6
MNoninterest revenue 49,545 51,693 49,282
Interest income 61,293 63,782 bG350
Interest expense 13,604 12,781 15,198
Net interest income 47,689 51,001 51,152
Total net revenue 97,234 102,694 100,434
Provision for redit losses 7,574 16,639 32,015
Noninterest expense

Compensation expense 29,037 28,124 16,928
Oecupancy expense 3,895 1,681 3,666
Technodogy, communications and eguipment &xpense 4,947 4,584 4,624
Professional and outside senvices 7482 [ 6,232
Marketing 3,143 2,446 L)
Other expense 13,559 14,558 7,594
Amortization of intangibles a48 936 1,050
Merger costs = 481
Total noninterest expense 62,911 61,196 52,352
Income before income tax expense and extracrdinary gain 26,749 24,859 16,067
Incame tax expenie 7773 7480 4,415
Income before extraordinany gain 18,976 17,370 11,652
Extraordinary gain _ B 76
Met income § 18,976 § 17,370 3 11,728
Met income applicable to common stockholders ¥ 17,568 § 15,764 3§ B, 774
Per commaen shane data

Basic earnings per share

Income before extraordinary gain H 450 5§ ja98 3§ 2.5
Met income 4.50 3.98 227
Diluted earnings per share
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4.48 31.96 2.24
Net income 4.48 .96 2.6
Weighted -average basic shares 3,900.4 3,956.3 3,562.8
Weighted -average diluted shares 3,920.3 3.976.9 3.879.7
Cash dividends declared per common share § 1.00 3§ 020 5 D.20
{a} The foliowing other-than-temporary impalrment losses are inclsded in secunties gams for the pencds presented
Year ended December 31, (in millions) 201 2010 20
Tatal gther-than-tempoarany impairment boesses H 27 3 (B4 5 9
Loses recorded in/ireclassified from) other comgeehensve income 45 1] 3
Total credit losses recognized in income b1 (768) 5 noor s 5

The Motes to Consolidated Financial Statements are an integral part of these statements.
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Consolidated balance sheets

Degember 31, (in millions, except share datal 2011 2010
Assets

Cash and due frem banks 5 59602 3§ 27567
Deposits with banks B5,279 21,673
Federal funds sold and securities purchased under resale agreements (ncluded 524,891 and
520,299 at fair value) 235314 222,554
Securities borrowed (included §15,308 and 513,961 at fair valuep 142 462 123,587
Trading assers (included aisets pledged of 589,856 and $73,056) 43,963 489,892
Securities (included 5364,781 and $316,318 at fair value and assets pledged of $94,691 and
§86,891) 364,793 316,336
Loans {included $2,007 and $1,976 at fair valwe) 23,720 GO 927
Allowance for loan losies (27, 6045) (32.266)

Loans, net of allowance for loan losses 696,111 [ZRa

Accrued Interest and accounts recelvable 61,478 o4
Premises and equipment 14,041 13,355
Goodaill 4B, 188 4E 854
Martgage servicing rights 7,223 13,649
Other intangible assets 3,207 4,039
Grher assets (ncluded 516,499 and 518.201 at fair value and assets pledged of 51,316 and
51,485 104,131 105,291
Total assets™ § 2265792 5§ 2,017,605
Liabilitles
Deposits lincluded 54,933 and 54,369 at fair value) $ 1127806 5§ 930,369
Federal funds purchased and securities loaned or sold under repurchase agreements

lincluded §9,517 and 54,060 ar fair value) 213,532 276,644
Commercial paper 51,631 35,363
Other borrowed funds (included $8,576 and 59,931 at fair value) 21,908 34,325
Trading liabilities 141,695 146,166
Accounts payable and other liabilities (included $57 and $236 af fair valuel 202,895 170,330
Beneficial interests issued by consolidated variable interest entities fincluded $1,250 and
51,495 an fair valued 65,977 77649
Long-term debt (included $34,720 and $38.839 at fair value) 256,775 20,653
Total Habilities'a 2,0E2219 1,541,499
Commitments and contingencies (see Notes 29, 30 and 31 of this Annual Report)

Stockholders” equity

Preferred stock (51 par value; authorized 200,000,000 shares: issued 780,000 shares) 7,800 7,800
Commaon stock (51 par valve, authorized 9,000,000, 000 shares; issued 4,104,933,895
shares) 4,105 4,105
Capital surplus 95,602 97415
Retalned earnings BB,315 73,998
Accumulated other comprehensive income ((loss) 944 1,081
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Treasury stock, at cost (332,243,180 and 194,639,785 shares)

EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

Total stockhalders' equity

{38) 153)
(13,155 (8,160
183,573 176,106

Total Habilities and stockholders” equity

§ 2265792 5 2117605

tal The following table presepts imformation on assers and liabilities related bo VIEs that are comofsdated by the Firm at December 31, 2011
and 200, The difference betwenn 1otal VIE assets and Nabilies represents the Fem's intenests in those enticies, which wene sliminated in

cansolidanion

Diecember 31, (o mllions) 2011 2010
Assets

Trading assets § 120 a8
Loars BE.TS4 25.%
All otiver sszets 2,638 34
Tatal assets. 5 L 1 1089
Liabilities.

Beneficial interests myued by consolidated varable interesk entitesy
All other liabilities

5 65977 % TiE
1,487 1.9

Total lishilities

] 67464 5 4%

The assets of the comsolidaned VIEs are used to settle the babilities of those entines. The Rolders of the bensfical inerests oo not have
recourie 19 the gendral credin of [PMongsn Chaie. A1 December 31, 2001 and 2010, 1 Firm provided mived program-wide credit
enhancement of 13,1 billien ard 2.0 billicn, rebpectively, related 16 ity Firm-adminiytered maulti-ieller conduidi, which s elimingted in

consolidation. For further discession, see Mote 16 an pages 256 267 of this Annual Report.

The Notes 1o Consalidated Financial Staterments are an integral part of these statements.

JiMprgan Chase & Co. /20011 Anaual
Repart
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Consolidated statements of changes in stockholders' equity and comprehensive

income

vear ended Decernber 31, (in millions, except per share data)

2011 2010 2009

Preferred stock

Balance at January |

Accretion of preferred stock discount on Bsuance to the US, Treasury
Redemption of preferred stock issued 1o the U.S. Treasury

Redemprion of other preferred stock

Ealamce at December 31

5 7800 5 EBO52 % 31939
= 1,213
= (25,000
135d)
T.800 7800 E152

Comman stock

Balarce at January |

4,105 4,108 3,942

Isswance of common stock _ _ 163
Balance at December 31 4,105 4,105 4,105
Capital surplus
Ealamnce at January 1 T 415 o7 982 02,143
Issuance of common stock = 5,593
Shares issued and commitiments to Bswe commen stock for employee stock-based

compensation awards, and related 1ax effects (1,688) 706 74
Other (125) (1,273 (228)
Balanee at December 31 95,602 or 415 7082
Retained eamings
Balance at January | 73,9498 62,481 54,013
Cumulative effect of changes in accounting principles o 4, 376) -
Met income 18,976 17,370 11,728
Dividends declared

Freferred stock (629) 1642) (1,328

Accelerated amortization from redemption of preferred stock issued to the LS,
Treasury

Common stock (5100, 50.20 and 50.20 per share for 2011, 2010 and 2009,
respectively)

(0,012

(4,030) 1835) 1820

Balance at December 31

Accumulated other comprehensive income (({loss)
Balamce at January |
Cumulative effect of changes in accounting principles

Other comprehensive lloss))income

Balamce at December 31

Shares held in RSU Trust, at cost
Balance at January |

Reissuance fram BSU Trust

Balance at December 31

Treasury stock, at cost

Balamce at january |

610/866
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33 {68 =217
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Purchase of treasury stock (B, 741) (2,9949) .
Reissuance from treasury stock 3,750 2,040 2,079
Share repurchases related to emplayee stock-based compensation awards ) 5 126)
Balance ar December 31 (13,155) (B,160) [7.196)
Total stockholders” equity $183.573 5176106 165,365
Comprehensive income

Mel income 18976 5 17370 % 11,728
Other comprehensive (oss)/income 57 1,236 5,596
Comprehensive income 518919 5 1BGOG % 17324

The MNotes to Consalidated Fimancial Statements are an integral part of these statements.

IPMorgan Chase & Co. /20011 Annual
L} 1] Report
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Consolidated statements of cash flows

Year ended Gecember 31, lin millkons) 2011 2618 2004
Gperating activities
Met income £ 1R8N 5 ITITO 8 1L
Adjustmants to recancile nat income to net cash provided by/(used ind operating actiwitias:
Provivion for credit louses 7574 16,639 12005
Depreciation and amortization #4257 4,025 3,308
Amortazation of ingangsbles B4R LEL 1,050
Delerred tax eapense | (benelind 1,693 Lh= 1] 13,6220
IrveiLmens seCuaities galng 11.593) 12,965} [
ook based compensstion 1.675 3.251 3,355
Criginations and puschaies of laens held -for -iale (53,5601}  (37.085  22A41M
Prodesds from saled, secartizabiong and paydevwns of learm held -for-sale 54002 40,155 13,002
Met change m.
Trading asvels 64413 (T208 133488
Securites bornaeed (18.936) 13.926) LT
Actrsed interest and acooents recervables EB5% 443 302
Citer asvels (15458}  (1xa%n2 12557
Trading lialulities 7.90% 19,344 73,304
Accounts payable and other llabsbties 35,203 17,325 126,451
Daher operaling adjismeniy B.57 B.234 B 16T
Met cash provided by /{used In) g acthities 95932 3.5y 122097
Investing activities
Met change in:
Dposits with banks 163.592) A1G2S T4EID
Federal furds sold and secunities purchased under resale agreements 12 450) (26,95 7) 7.0E2

Hild-ne-maturity seusinies;
Predeeds L} 7 ]
Available - foe - sale pecuritiey

Progeeds Mom maturities BE.B3D 92,740 7712
Proseeds Fram sales 6RE63N I 18600 Ti4.0410
Parg hises @02.30%8) [V P9.4RT} (346372
Proceeds from sales and securibizations of loans held-foo-nvestmend 10,478 9,476 30,034
Oher changes n loars, net (SE.MEE) 022 50,6%1
Met cash recewed from {used ml business acquesitsons o dispossions 102 [ER A0 =
Met maturibies of asset-backed commeroial papsr guaranteed by the FREE B 11,228
&l pther imesiing activities, met {E3) (IR L] [ELT]
Met cash fused in)/provided by Investing acthvities (120,75 54,002 29,345
Financing acthities
Met change in:
Deposits 203 4240 96T (10700
Federal furds purchased and securities loaned or sold under repurchase agreements 63.018) 15,202 6T, 785
Commercial paper and othier borrowed furds 7,230 &, BES) 167, 1983
Eeneficial interests ssued by consolidated varable inCenest entities 1.16% 2,825 4,076)
Proceds from lomg - oerm borrowimgs and wrust prefeered capaal debr securioes 54, Bd4 55,181 50,324
Payrmgnts of bong -term bosrowings and trust prefermed capital deby seterntios (82,078} 09,043p 68,4410
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Excess tax banefics related oo s1ock-based compentation BET il 17
Recempricn of prafered s1ock Isswed £o the U5 Treasuny = 1250000
Eedemprion of other prefermed ftock = 352

Progends fram Msuance of common stock ey TR
Trigsuty ¥iock angd wasrants repurchased {8.B63) 2090 =

Dividends paid {3.895) 114860 34228
All gther financing activiies, net {1, BEE) i GEG) 2,124
Nt cash previded by /futed |7) aancing activities 107,705 A2y N53.07H
Effert of sncharge rate charges on canh and diss (roen Bask (51} 328 FE1 ]
Mot increase Hdecreasel im cash amd due from banks 32035 1,361 {GED)
Cash and due from banis ar the beginring of the period 27,567 26,206 26,895

Cash and due from barks at the end of the perod $ 590602 £ 27567 § 26200

Cash interest pald £ 13728 § 1r40d 8 16875

Cash income taxes paid, net E 153 9,747 5414

Note: Effective Januvary 1, 2000, the Firm sdopted accounting guidance relsted to VIES, Upon adaption of the guidance, the
Firm consolidated noncash assers and labilicies of $87.7 billian and 552.2 billion, respectively.

The Notes to Consclidated Financial Statements are an integral part of these statements.

JPMorgan Chase & Co. /2011 Annual
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Motes to consolidated financial statements

Mote 1 — Basis of presentation

JPMargan Chase & Co. ("JPMorgan Chase™ of the
“Firm™), a financial halding company
Incorporated under Delaware law in 1068, Isa
leading global financial services firm and one of
thie largest banking institutions (n the United
States of America (U570, with operations
worldwide. The Firm is a leader in Investment
banking, financlal services for consumers and
small business, commercial banking, financial
tramsaction processing, asset management anc
private equity. For a discussion of the Firm's
business segments, see Nole 33 on pages 300-
303 of this Annual Report.

The accounting and financial reporting policies
of |PMorgan Chase and its subsidiaries conform
1o accounting principles generally accepted In
the U5, ("U.5 GAAP), Additionally, where
applicable, the paolicies conform to the
accounting and reporting guidelines prescribed
by regulatory authorities.

Certain amaounts Teparted in prior periods have
been reclassified to conform to the current
presentation,

Consolidation

The Consolidated Financial Statements include
the accounts of |PMorgan Chase and other
entities in which the Firm has a controliing
financial interest, All material intercompany
balances and transactions have been
eliminated. The Firm determines whather it has
a controlling financial interest In an entity by
first evaluating whether the entity is a viating
interest entity or a variable Interest entity
("WIE™),

Vating fnterast Entities

Vating Interest entities are entities that have
sufficient equity and provide the equity
investars voting rights thatr enable them to
make significant decisions relating to the
entity’s aperatians, For these types of entities,
the Firm's determination of whether it has a
controfling interest is primarily based an the
amount of voting equity interests held. Entities
in which the Firm has a cantralling financial
interest, throwgh ownership of the majority of
the entities’ voting equity interests, or thraugh
ather contractual rights that give the Firm
control, are consolidated by the Firm.

fnvestments in compamies. in which the Firm has
significant influence over operating and
financing decisions (but does not awn a
majority of the voting equity Interests) are
accounted for (i) in accordance with the equity
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the general partner or managing member
withaourt cause (i.e,, Kick-out rights), based on a
simple majority voie, or the non-affiliated
partners or members have rights to participate
in important decisions. Accordingly, the Firm
does not consalidate these funds. in the limited
cases where the non-affiliated partners or
members do not have substantive kick-out or
participating rights, the Firm consolidates the
funds.

The Firmy’s investment companies make
investments in both publicly-held and
privately-held entities, Including Investments in
buyouts, growth equity and venture
opportunities. These investments are
accounted for under investment company
guidelines and accordingly, irrespective of the
percentage of equity ownership interests held,
are carried on the Consolidated Balance Sheats
at fair value, and are recorded in other assets,

Varable interest Entitias

WIEs are entities that, by design, either (1) lack
sufficient equity to permit the entity to finance
its activities without additional subordinated
financial suppart from other parties, ar {2) have
equity investors that do not have the ahility to
make significant decisions refating to the
entity's operations through voting rights, or do
nat hawve the obligation to absorb the expected
lasses, ar do not have the right 1o recelve the
residual returns of the entity.

The most commaon type of VIE is a special
purpose entity ("SPE"). SPEs are commonly used
in securitization transactions in arder to isolate
certain assets and distribute the cash flows
fram those assets to invastors. The basic SPE
structure involves a company selling assets to
the SPE; the SPE funds the purchase aof those
assets by Issuing securities to investors, The
legal documents that govern the transaction
specify how the cash earned on the assets must
be allocated to the SPE's investors and other
parties that have rights to those cash fows.
SPEs are generally structured to insulate
investors from claims on the SPE's assets by
creditors of other entities, including the
creditors of the seller af the assets.

The primary beneficiany of a VIE (Le,, the party
that has a contralling financial interest is
required to consolidate the assers and liabllities
of the VIE. The primary beneficiary is the party
that has both (1) the power to direct the
activities af an entity that most significantly
impact the YIE's economic performance; and [2)
through its interests in the VIE, the abligation
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method of accounting (which requires the Firm
to recognize its proportionate share of the
entity’s net earnings), or (i} at fair value if the
fair value option was elected at the inception of
the Firm's investment. These investments are
generally included in other assets, with income
of loss included in other income.

Certain Firm-sponsored asset management
funds are structured as limited partnerships or
limited liability companies. For many of these
entities, the Firm is the general partner ar
managing member, but the non-affiliated
partners or members have the ability to remove
the Firm as
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to absorb losses or the right to receive benefits
fram the VIE that could potentially be
significant to the VIE.
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Torassess whether the Firm has the power to
direct the activities of a VIE that miost
significantly impact the VIE's econamic
performance, the Firm considers all the facts
and circumstances, including its role in
establishing the VIE and its ongoing rights and
responsibilities, This assessment includes, first,
(dentifying the activities that most significamly
Impact the VIE's economic performance; and
secand, identifying which party, If any, has
power over those activities. In general, the
parties that make the most significant decisions
affecting the VIE (such as asset managers,
collateral managers, servicers, or owners of call
options ar liquidation rights over the VIE's
assets) or have the right to unilaterally remove
those decision-makers are deemed to have the
power ta direct the activities of a VIE,

To assess whether the Firm has the obligation
to absorb lozses of the VIE or the right to
receive benefits from the VIE that could
potentially be significant to the VIE, the Firm
considers all of its ecanomic interests,
including debt and equity investments,
servicing fees, and derivative ar ather
arrangements deemed to be variable interests
In the VIE. This assessment requires that the
Firm apply judgment in determining whether
these interests, in the aggregate, are
considered potentially significant to the VIE.
Factars considered in assessing significance
include: the design of the VIE, including its
capitalization structure; subordination of
interests; payment priority; relative share of
interests held across various classes within the
VIE's capital structure; and the reasons why the
Interests are held by the Firm.

The Firm performs en-going reassessments of
(1) whether entities previously evaluated under
the majarity voting-interest framewark have
become VIEs, based on certain events, and
therefore subject to the VIE consolidation
framework: and (2) whether changes in the
facts and circumstances regarding the Firm's
imvolvernent with a VIE cause the Firm's
consolidation conclusion to change.

in January 2010, the Financial Accounting
Standards Board ("FASE") issued an amendment
which deferred the requirements of the
accounting gquidance for VIEs for certain
investment funds, including mutual funds,
private equity funds and hedge funds. For the
funds to which the deferral applies, the Firm
continues to apply other existing authoritative
accounting auidance ta determine whether
such funds should be consolidated.

Assers held for clients in an agency or fiduciary
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Forelgn currency translation

IPMargan Chase revalues assets, llabilities,
revenue and expense denominated in non-U.5.
currencies inta W.5. dollars using applicable
exchange rates.

Gains and losses relating to translating

functional currency financial statements for U.5.

reporting are included In other comprehensive
income/(loss) ("OCI) within stockholders”
equity, Gains and losses relating to
nonfunctional currency transactions, including
non-1.5. operations where the functional
currency is the U.S. dollar, are reported in the
Caonsolldated Statements of Income.

Statements of cash flows

For JPMargan Chase’s Consolidated Statements
of Cash Flows, cash |s defined as those
amounts included in cash and due from banks.

Significant accounting policies

The following table identities |PMorgan Chase's
other significant accounting policies and the
Mote and page where a detailed description of
each policy can be faund,

Business changes and Page
developments Mote 2 183
Page

Fair value measurement Kote 3 184
Page

Fair value option Mote 4 ag
Page

Derovative INSTrUments Mome & 202
Page

Noninterest revenue Mo 7 211
Interest income and interest Page
EXpEnLSE Mote & 212
Pension and other postretirement Page
employee benefit plans Hote 9 213
Note PFage

Employee stock-based incentives L[] 222
Nate Page

Securities 12 225
Note Page

Securities lnancing activities 13 2%
Note Page

Loans 4 231

Note Paoe
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capacity by the Firm are not assets of JPMorgan
Chase and are not included in the Consolidated  Allowance for credit losses 15 252
Batance Sheets. Mate Page

Use of estimates in the preparation of

consolldated financlal statements Variable interest entities 16 256
The preparation of the Consolidated Financial Coodwill and ather intangible Nate Page
Statements requires management to make — 17 267
estimates and assumptions that affect the
reported amounts of assets and liabilities, Nate Page
revenue and expense, and disclosures of Premises and equipmant 18 272
centingent assets and liabilities. Actual results
could be different from these estimates. Nate  Page
Long-term debt 21 273
Note Page
Income taxes 26 279

Cff-balance sheet lending-related
financial instruments, quarantées  Note Page
and other commitments 249 283
Nate Page
Litigation 31 290

Mote 2 - Business changes and
developments

Changes in common stock dividend

On February 23, 2009, the Board of Directors
reduced the Firm's quarterly common stock
dividend from $0.38 to $0.05 per share,
effective with the dividend paid on April 30,
2009, to shareholders of record on April 6,
2009, On March 18, 2011, the Board of
Directors raised the Firm's guarterly common
stock dividend from 50.05 to 50,25 per share,
effective with the dividend paid on April 30,
2011, to shareholders of record on April &,
2011,

JPMorgan Chase & Co. /2011 Annual
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Notes to consolidated financial statements

Other business events

RES Sempra transaction

O July 1, 2000, |PMorgan Chase campleted the
acquisition of RBS Sempra Commodities” global
all, global metals and European power and gas
businesses. The Firm acquired approximately
§1.7 billlon of net assets which included $3.3
billign of debt which was immediately repaid,
This acquisition almost doubled the number of
clients the Firm's commodities business can
serve and has enabled the Firm o offer clients
more products in more regions of the world,

Purchase of remalning Interest in J.P. Morgan
Cazenove

On January 4, 2010, JPMorgan Chase purchased
the remaining interest in J.P. Morgan Cazenove,
an investment banking business partnership
formed in 2005, which resulved in an
adjustment to the Firm's capital surpliss of
approximately 1.3 billion,

Purchase of remaining interest in Highbridge
Capital Management

In July 2009, IPMorgan Chase completed its
purchase of the remaining interest in
Highbridge, which resulted ina 5228 million
adjustment 1o capital surplus,

Subsequent events

Global settlement on servicing and origination
of mortgages

On February 8, 2012, the Firm announced that
it agreed to a settlement in principle (the
“global sertlement™) with a number of federal
and state government agencles, including the
W5, Department of Justice, the U.S. Department
of Housing and Urban Development, the
Consumer Financial Protection Bureau and the
State Attorneys General, relating to the
servicing and arigination of mortgages. The
global settfement, which Is subject to the
execution of a definitive agreement and coun
approval, calls for the Firm to, amonyg other
things: (i} make cash payments of
approximately £1.1 billlon (a portion of which
will be set aside for payments to borrowers); i)
provide approximately 5500 milllon of
refinancing relief to certain "underwater”
borrowers whose [oans are owned by the Firm;
and (i) provide approximately £3.7 billion of
additional relief for certain borrowers, including
reductions of principal an first and second
liens, payments to assist with short sales,
deficiency balance waivers on past foreclosures
and short sales, and forbearance assistance for
unemployed homeowners. (If the Firm does not
meet certain targets for provision of the
refinancing or other borrower relief within
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claims; and repurchase demands from the
GSEs, among other iems.

Also on February 9, 2012, the Firm entered into
agreements in principle with the Federal
Reserve and the Office of the Comptroller af
the Currency for the payment of civil money
penalties related to conduct that was the
subject of consent orders entered into with the
hanking regulaters in Aprll 2001, The Firm's
payment abligations under those agreements
will be deemed satisfied by the Firm's payments
and provisions of relief under the glohal
settlement,

While the Firm expects to incur additional
aperating costs to comply with portions of the
global settlement, including the enhanced
servicing standards, the Firm's prior period
results of operations have reflected the
estimatad costs of the global settlement,
Accordingly, the Firm expects that the financial
impact of the global settlement on the Firm's
financial condition and results of operations for
the first quarter of 2012 and future periods will
not be material. For further information on this
settlement, see "Mortgage Foreclosure
investigations and Litigation” in Mote 37 on
pages 290-299 of this Annual Repaort.

Washington Mutual, Inc. bankruptcy plan
confirmation

On February 17, 2012, a bankrupicy court
confirmed the joint plan containing the glabal
settlement agreement resalving numeraus
disputes amang Washingtan Mutual, Inc.
WMIY), JPMorgan Chase and the Federal
Deposit Insurance Corporation ("FOIC™) as wall
as significant creditor groups (the “WaMu
Clabal Settlement”). Pursuant to this
agreement, the Firm expects to recognize
additional assets, including certain pension-
related assets, as well as tax refunds, In future
periods as the settlement is executed and
various state and federal tax matters are
resolved. For additional infarmation related to
the WaMu Global Settlement, see "Washington
Mutual Litigations” in Note 31 on pages 290-
299 of this Annual Report.

Mote 3 - Fair value measurement
IPMargan Chase carries a portion of its assets
and liabilities at fair value. These assets and
liabilities are predominantly carried at fair value
an a recurring basis. Certain assets and
liabilities are carried at fair value on a
nonrecurring basis, |ncluding mortgage, home
equity and other loans, where the carrying
value is based on the fair value of the
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certain prescribed time periods, the Firm will
instead make cash payments.} In addition,
under the global settlement the Firm will be
required to adhere to certain enhanced
mortgage servicing standards.

The global settlement releases the Firm from
further claims related to servicing activities,
including foreclosures and loss mitigation
activities; certain origination activities; and
certain bankruptcy-related activities. Not
included in the global settlement are any claims
arising out of securitization activities, including
representations made to investors respecting
mortgage-backed securities: criminal
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underlying caollateral.

The Firm has an established and well-
documented process for determining fair
values, Fair value is defined as the price that
would be received to sell an asset or paid to
transfer a liability in an orderly transaction
between market participants at the
measurement date. Fair value is based on
quoted market prices, where available. If listed
prices or quotes are not available, fair value is
based on internally developed madels that
consider relevant transaction data such as
maturity and use as inputs, market-based or
independently sourced market parameters,
including but

JrMorgan Chase & Co. /20011 Annual
Report
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not limited to vield curves, interest rates,
volatilities, equity or debt prices, foreign
exchange rates and credit curves, Valuation
adjustments may be made to ensure that
finamcial instruments are recorded at fair value,
These adjustments include amounts to reflect
counterparty credit guality, the Firm's
creditworthiness, constraints an liquidity and
unobservable parameters, Valuation
adjustments are applied consistently over time,

« Credit valuation adjustments ("CVA") are
necessary when the market price (ar
parameter) is not indicative of the credic
quality of the caunterparty. As few clastes of
derivative contracts are |lsted on an
exchange, derivative positions are
predominantly valued using intermally
developed models that use as their basis
abservable market parameters. An
adjustment |5 necessary to reflect the cradit
quallty of each derivative counterparty to
arrive at falr value. The adjustment also takes
Into account contractual factors designed to
reduce the Flrm's eredil exposure 1o each
counterparty, such as collateral and legal
rights of affset.

Debit valuation adjustments ("DVA") are taken
to reffect the credit quality of the Firm in the
valuation of liabilities measured at fair value.
The methodology to determine the
adjustment is consistent with CWVA and
Incorporates |PMorgan Chase's credit spread
as ohserved through the credit default swap
market,

Liguidity valuation adjustments are necessary
when the Firm may not be able to obierve a
recent market price for a financlal instrument
that trades in Iractive (or less active) markets
or ta reflect the cost of exiting larger-than-
normal market-size risk positions (lguidity
adjustments are not taken for positions
classified within level | of the Falr value
hierarchy, see below). The Firm estimates the
amount of uncertainty in the initial valuation
bazed an the degree of lguidity in the market
in which the financiil Instrument trades and
makes liquidity adjustments 1o the carrying
value of the financial instrument. The Firm
measures the lguidity adjustment based on
the following factors: (1) the amount of time
since the last relevant pricing point,

(2] whether there was an actual trade or
relevant external quote, and {3} the volatility
of the principal risk component of the
financial Instrument. Costs 1o exit larger-
than-normal market-size risk positions are
determined based on the size of the adverse
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The Firm has numerous controls in place
intended to ensure that its fair values are
appropriate. An independent model review
group reviews the Firm's valuation models and
approves them for use for specific products. All
vialuation models within the Firm are subject to
this review process. A price verification group.
independent fram the risk-taking function,
ensures ohservable market prices and market-
based parameters are used for valuation
wherever possible, Forthose products with
material parameter risk for which observable
market levels do not exist. an independent
review of the assumptions made on pricing is
performed. Additional review includes
deconstruction of the mode| valuations for
certain structured instruments into thair
companents and benchmarking valuations,
where possible, to similar products; validating
valuation estimates through actual cash
settlement; and detailed review and explanation
of recorded gains and losses, which are
analyzed daily and over time. Valuation
adjustments, which are also determined by the
independent price verification group, are based
an established policies and applied consistently
over time. Any changes to the valuation
methodology are reviewed by management to
canfirm that the changes are justified. As
markets and products develap and the pricing
for certain products becomes mare or less
transparent, the Firm continues to refine its
valuation methodolodies.

The methods described above to astimate Falr
value may produce a fair value calculation that
may not be Indicative of net realizable value or
reflective of future fair values, Furthermore,
while the Firm believes its valuation methods
are appropriate and consistent with other
market participants, the use of different
methodologies or assumptions to determineg
the fair value of certain financial instruments
could result in a different estimate of fair value
at the reporting date.

Yaluation Hierarchy

A three-level valuation hierarchy has been
established under .5, GAAP for disclosure of
fair value measurements. The valuation
hierarchy Is based an the transparency of
inputs to the valuation of an asset or lability as
of the measurement date. The three levels are
defined as follows.

« Level | —inputs to the valuation methodalogy
are quoted prices iunadjusted) for (dentical
assers or liabilities in active markets.

« Level 2 inputs to the valuation methodology
Include quoted prices for similar assets and
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market move that is likely to occur during the
period required to bring a position down to a
noncancentrated level,

Unobservable parameter valuation
adjustments are necessary when positions are
valued using internally developed models that
use as their basis unobservable parameters —
that is, parameters that must be estimated
and are, therefare, subject to management
judgment. Uncbservable parameter valuation
adjustments are applied to mitigate the
possibility of error and revision in the
estimate of the market price provided by the
model.

IPargan Chase & Co /2011 Annual
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liabilities in active markets, and inputs that
are observable for the asset or liability, either
directly or indirectly, for substantially the full
term of the financial instrument,

« Level 3 - one or more inputs to the valuation

methodology are unobservable and
significant to the fair value measurement.

A financial instrument’s categorization within
the valuation hierarchy is based an the lowest
level of input that is significant to the fair value
measurement.
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Motes to consolidated financial statements

The following table is a description of the valuation methodologles used by the Firm to measure it's
more significant products /instruments at fair value, including the general classification of such
instruments pursuant to the valuation hierarchy.

Classifications in the

Product/instrument Valuation methodology, inputs and assumptions valuation hierarchy
Securities linancing Valuations are based on discounted cash flows, which  Instruments carried at fair
agreaments comsider: value are generally

« Derivative features classilied in level 2

= Market rates for respective maturity

+ Collateral
Loans and lending-related commitments - wholesale

Trading portfolio Where observable market data Is avallable, valuations Level 2 or 3

are based on:
» Dbserved market prices (cireumstances are limitad)
» Relevant broker guotes
+ Dbserved market prices for similar instruments

Where observable market data is unavailable or
limived, valuations are based on discounted cash
flows. which consider the following:

= Discount rate

= Expected credit losses
« Loss severity rates

= Prepayment rates

* Bervicing costs

Loans held for

imvestment and Valuations are based on discounted cash flows, which | gane held for investment
assoclated lending consider; and associated lending-
related commitments « Credit spreads, derived from the cost of credit related commitments that

default swaps ("CD57) or Benchmark credit  are not carried at fair
curves developed by the Firm by industry and value are not classified
credit rating, and which take Into account the within the fair value
difference in loss severity rates batween hierarchy

bonds and loans

+ Prepayment rates
Lending related commitments are valued similar to
loans and reflect the portion of an unwsed
commitment expected, based on the Firm’s average
portfolio historical experience, to become funded prior
to an obligor default

For information regarding the valuation of loans
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measured at collateral value, see pages 231-252 of

MNote |4 of this Annual Report,

Loans - consumer

Held for investment
consumer loans,
excluding cradit card

Valuations are based on discounted cash flows, which Consumer loans in this

consider: category are not carried
at fair value and are not
classified within the fair
value hierarchy

+ Discount rates (derived from primary arlgination
rates and market activity]

« Expected lifetime credit losses (considering
expected and current default rates for existing
portfolios, collateral prices, and economic
environment expectations (e, unemployment
rates])

= Estimated prepayments
= Servicing costs
= Market liquidity
For information regarding the valuation of loans

measured at collateral value, see pages 231-252 of
Mote 14 of this Annual Report.

Credit card receivables

Valuations are based on discounted cash Flows, which
consider:
= Projected interest income and late fee revenue, Credit card loans are not
funding, servicing and credit costs, and loan carried at fair value and
Fepaymeant rates are ot classified within
the fair value hierarchy
+ Extimared life of receivables (based on projected
loan payment rates)
s Discount rate - based on expecied return on
receivables
« Credit costs - allowance for loan losses is
considered a reasonable proxy for the credit cost
based on the short= term nature of credit card

recelvables
Conforming residential i
mortgage loans expected Fair value is based upon observable pricing of Predominantly classified
1o be sold maortgage-backed securities with similar collateral and within level 2

incorporates adjustments to these prices 1o account
for differences between the securnity and the value of
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the underying loans, which include credi

characteristics, portfolio composition, and liguidity.

V86
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Classifications in the
Product/instrument Valuation methodolegy, Inputs and assumptions valuation hlerarchy
Securities Quoted market prices are used where available, Level 1

In the absence of guoted market prices, securities are  Level 2 or 3
valued based on:

= Observed market prices for similar securities

= Relevant broker quotes

= Discounted cash fows

(see specific product discussion balow)
Maortgage- and aisel-backed socurities spoeific mputs!

= Collateral characteristics

= Deal-specific payment and loss allocations

= Current market assumptions related to discount
rate, prepayments, defaulis and recoveries

Calfateralized debr obvigatians CCOO8T, fnciuding
collateralized loan obiigations ("CLO% 7, specific inpuis:

= Collateral characteristics

= Deal-specific payment and loss allocations

= Expected prepayrment, default, recovery, default
correlation and liguidity spread assumptions

= Credit spreads

= Credit rating data

Physical commaodities Valued using observable market prices or data Level 1 or 2

Derivatives Exchange -traded derivatives are valued using market  Level 1
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observable prices,

Derivatives that are not exchange-traded, which Level 2 or 3
include plain vanilla optiens and interest rate and credit

default swaps, are valued using internally developed

models and for a series of techniques such as the

Black-5cheles option pricing model, simulation models,

or a combination of models, which are consistently

applied, Inputs include:

= Contractual terms including period 1o maturity

= Readily observable parameters including interest
rates and volatility

= Credit quality of the counterparty and of the Firm

= Correlation levals

Derfvatives that are valved based on models with
sigrficant ynobservilie inpuls incfude:
Structured credit derivatives specific Inpuis.

< CO5 spreads and recovery rates

= Carrelation between the underlying debt
Instruments (levels are modeled on a transaction
basis and calibrated to liquid benchmark tranche
indices)

= Actual transactions, where available, are used 10
regularly recalibrate unobservable parameters

Carran fong-drtad aguity aprian specific inpurs:
= Long-dated equity volatilities

Callable interest rate FX exotic opiions specific inputs!

= Correlation between interest rates and FX rates

= Parameters describing the evolution of underlying
Interest rates
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Mortgage servicing rights  See Mortgage servicing rights on pages 268-270 of Level 3
"M5Rs"} HNote 17 of this Annual Repart.
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Motes to consolidated financial statements

Classification in the
Productfinstrument Valuatlon methodology, Inputs and assumptions valuation hierarchy
Frivate equity imvestments fefd in the Private Equity
Private equity Investments poriolo Level 3

Fair value is estimated using all available information
and considering the range of patential inputs,
including:

= Transacthon prices

= Trading multiples of comparable public companies

= Operating performance of the underlying portiolio
company

= Additional available inputs relevant to the
inwestment

= Adjustments are required since comparable public
companies are not identical to the company being
vilued, and for company-specific siues and lack of
liguidity

Public imvestiments beld in the Private Equity portfolie  Level 1 or 2

= Walued using ohservable market prices less
ad|ustments for relevant restrictions, where
applicable

Fund investments (i.e., Met Asset Value ("MAVT)

mutual/callective = MAY is validated by sufficient level of observable Level 1

investment funds, private activity {l.e., purchases and safes)
equity funds, hedge funds,

and real estate funds)

« Adjustments 1o the NAVY are required for restrictions
on redemption {e.q., lock up periods or withdrawal Level 2or 3

limitations) or where observable activity is limited

Beneficial interests issued Level 2ar 3
by consolidated VIE

Walued using observable market information, where

available

in the absence of observable market infarmation,

valuations are based on the fair value of the underlying

assets held by the VIE
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Long-term debr, mot Valuations are based on discounted cash flows, which

carried at fair value consider:

= Market rates for respective maturity

= Cradit quality of the Firm (DVA)

oOoOooodn

Long-term debt,
excluding structured
notes, is not carried at
fair walue and is not
classified within the fair
value hierarchy

Structured notes (included Valuations are based en discounted cash Mows, which
in Deposits, Other consider:

borrowed funds and Long- . Credit quality of the Firm (DVA}
term debt)

= Consideration of dervative features

Level 2 or 3

IPMorgan Chase & Co. /2001 Annual
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The following table presents the asset and liabilities measured at fair value as of December 31,
2011 and 2010 by major product category and fair value hierarchy.

Assets and llabllities measured at fair value on a recurring basis

Fair yius higrancy

Rt
Decermibsr 31, 3011 @ milliensl Lewel | Livsl 21 Lewel FH H,rulﬂ:ﬁln Total fae vl
Fetdivil fe 1008 8% Recurmiey Puichased usder el
agresment ¥ = 4Am 5 B - 3 244001
Sap ey iryed 15,308 5308
Toading avvets
Dbt InsIrumEniy:
Marigage- e0ued SADETEE
LA, gererrreniont ageaciridal 23082 F.a01 a5 ; 34 060
Eepdenrial - nonagency = 1956 T - R H
Commeriial - semagenoy N &0 1,758 = 2628
Total mergage-tacind sateities 27,082 10627 TE40 - &l 3an
L% Freanury and goesrmmen agencies: 1,0 am TR
Dobgamony of LS. 1RarEy ar msicipel ey = 15017 1619 = 6736
Ceitfemion of depoait, bankeis ofplancis o
commarmal pager A FA 00
Floen-ill 5. gasesrmmsenn Jebe ECurities I5EE A 080 L] - 58802
Cargerrule ekt ditutileh — 331,9%8 Bin a1
Loamnis s 71,588 1308 = 3.
Maet btk sece ies _ 2405 7585 _ (LR
Total debi imarumans 57,208 135,763 30810 _ 23881
ity iecmritery 1,7 1502 LR E BEATH
Prypuical comemodaey 21,008 4,898 . - 5904
e -~ 2383 B2 - 1163
Tolal debl ind equity inslrusesty & 172,073 145 R4E 32957 - 50488
Dwrivaites receivazio
Imieceat raim 1,034 1450468 BFI8 01185150 LN
Do = 152568 17,081 {162,968 B84
Ferrg eachangs nii 162688 4841 LLED ¥ 14 ] 17400
Espaity - ALG 137 AT, 54 T LS )
Ciaviinid a4.560 O ADG TAS5D 42, BERY 14,741
Tole! dervilive MECcivalbied T8 1,642,780 35,041 0, F92,0En BLATT
Teozal trafing auiets LR 1,968, 186 66,00 11,792,022 443963
Avalanle S dale sETUILEL
Mzripage - Bulhed seter it
WA guewrmesant squrdinial LAY 14581 or oy
Revadenarial - renagency _ fTX 1 1 _ B755T
Commeivial . renagency -~ 18962 w7 N 15220
Tolal merigage-bathed sezurilies WAl fi.1ar m At 1E5.20%
L%, Tresury and goesrmment sgencisiis 1,837 4514 _ " (R3]
Dbsgarons of LS. s1ares and musHipaboes % 16246 58 _ 6540
Cwitefie st of dapol LT LT
Fhom-11 5, govermimans dabs wcuniiies Fafilll] 15484 = . 45265
Conparate et setwies BLITH ) - BLITH
Al Dathed sotadilegs
Credil card pecrvatiey - 4,855 = 7 4458
Cadlareralied loan Ghlgamans - e FLRLL _ 4851
ki = WE 1085 213 = 1ale
Frmify srrrsms 20T LL] .
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Tkl wwallabile-for-nals pecurities 24,347 204,948 25486 o, FETEY
Lnany = 450 1647 ¥ FXTH
Mogage 12 rncing Fghta _ _ 1223 _ T2
Orthar it
Priwate gLy aveimeniy L ] T .75 EA L
AR gt 4,336 233 4374 - LR k]
Toaal odhey aaiens 4435 9H9 11,525 _ 16499
Toal dsseth Maaiuted i fur vilue of & eTing Badlsn ! 7573 1 2245721 § 112450 § n.mee0xn 1 BT 762
Deepezaiti 3 _ -3 3515 % 1418 % _ 3 4933
Fecieral furds purchansd sndl yourmses losned or yold undsr
FROITREE SpeemanTy HE 57 e i s
Drityar bt rommnd Tufeli EOED 1,507 BATE

Tasing llabritiei
Dbt g poisny ngiramaaini® 50,830 V5.677 n e
Daryatier payaties

Intesest Fas 1,537 1,395,113 3,167 11371 80Ty 28010
Cowudil - 188,712 0349 misn S.610

Farpign snrhangs LT3 153,258 5504 48,573 17435

Exuity _ 128 1137 38,710y w855
Comranidy FREES Lhass LA 58T 14267

Tatal dersvather payabiey = SART 1, 8029506 28800 [1.762,379 TaTT
Tokal trasing labiities 56,827 1, BI8EEY 9014 [1.762,27% 141,895
Accourts gayable and other Ralmies — — 51 — 51
Eenelicial mleerirs saied by comdnladated Vs 459 T 1250
Lang-teer debt 5 410 10,110 = 4,720
Tiokal Rabiirey maasured a2 fair valus on 2 msarring Bauy 1 ST 8 1 BAEDY & Ci R I n.me2.zre § oirar
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Motes to consolidated financial statements

Wi waier hievanchy

Decemiber 11, 30010 dn millani) Lewrl 158 Lewsl 2RI Ll 18I -d:'nlrlr:h Toiad P lom
Faderal lunds vzt ard wegsrases purhared wader el
YRR ¥ k| M2 5 ¥ k| 0299
Securiay Beniwnd i 13961 - - EFE ]
Trading avielt
Dbt instruments
Marigage-Sacked intaEey
LS, Quwirmemnt agetacisial JE.81] 1a.738 LEL) T
Retilderitial . fondgency aar (2 4 Jane
Eammecial — nenagency 1oay 23 (] +}
Total morgage-tacied weoarities. LI R 14,638 .91 s L
L5, Treasury and goversment sgenciesi d, B3 026 FIRCT
Citsbgaheem of LA stades ard rouosics pukesesy [ RS 3 ¥ 1 LA
Cerefames ol depoyt. banken soemances s
COEME D P 3 38k
Mor-11%, gowwinment debs wrcutitien Bz AR 09
Carporaie dett werwries ALIB0 4345
[Tt . bl E ] 13,044
Avirt-Bchad iecuriien < LAl (R =
Totall debt imtrumanty 0,En0 141,868 TR
ity SeleriaEy [FLR -] 3158 1685
Povpinal enmreodseil [ & Ekg I TOR E .035
hhar 598 AU {520
Totad debt snd equiny smrumesny © 51 150027 FA554 Al
Dierivatiee recewales
ImlErERl PRl 2,78 1.0 282 sS4 11 s &k 3555
[T _ 111,837 17800 i1ra, o040 s
Fereign exthange [ ] TEL114 4.3 35 LLEFR-LE ] 25858
Eguity ja WIE LE = (LT ¥ ] 4,204
Commad gy 1,174 TE 2097 RN 18118
Toiall derbeattes recatwaien sl 4,751 V&R0 T LLE SF [1A48,930) LR L)
Toaal trading sssecs 128,283 LR L L 69,195 [ 448930 LLEE LS
A Lty be- A - sl warLTTTie
Mzrigage-Bucked serrsies;
LIS, gire Frement Bgendheial L1 Bl 15,450 130226
Ariadential - mensgescy [} Lf 0 5 LEATS
Commaarial - ronageney LADY tadl FA5E
Total margage-tacked wsowritiey o, 3T EAGT 56 174855
LU, Tty dbsd jlreisfmenl sgemdleilsl 512 [[-X. ¥} 18,348
Ghsgasiony of L% siaiey and muricipaisiey i} mare i
Cemfcaes of depot L] 1541
M )5 feividtiivnl dele ddutilied [ERLES TATD = = Fo R
Conparare debe necuibey L 1P b ] ¥ ~ LR )
Avort-harkss wruriiey
Eredun card pecewvabben T8 Th08
Coflativalibng baan colgasan tx [F4] 134T0 - 15508
ey LT fLa] LR LR
Egniity srarmey 1,95 53 - ., X051
Teotal drwiad Labybe - For - 3.2k LeLifilhes 12400 1EEBED & 337 » e 3B
Luvarts 518 LEEL] LR
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Morigage wiacing rghiy Thes0 40
‘Cithar @t
Puisate #giany neessmeny EL] arn THE2 B73T
A b 5,081 19z aNm — LR
Tonal ot dideti 5042 LA 120 - LLEJik]
Total assets measured 2 fair value on & feuring Baia s ] AENE § | ESEYEE 4 IR TIE] AT 306
Depaails i 1 FETT Y EE I 1 4080
Faderal funit purchasd sedl secarmesy e nr ookl undsr
rautiRate AL EREL -~ 4,060 - B 4.060
Dther oo funds (AT H] 1584 wan
Traing labitiny
Db g Foiery aranen Ul 58,868 LR 54 _ 76947
Deiwvative pasatles
PRl Pl 2,625 1,0R5.233 2588 1aM08n TOIAT
Crvadii (LFA L 12518 nporn AL
Farrign enchangs arz TRE 308 4.k LLES AR M
Eguity I3 30486 i 35,04 1ELA%0
Cammand Ty L2 4611 LR ERO, T8 B27T9
Totad derfvative payabées = A, 458 (L] KL 30145 [VARS B0 wRe
Tosal trading Dabiktes B2, 14 1 4RE.TEE 30,339 141, B0 | 6B
ALCousEs sarvalile and oiner Rl 138 236
Besfitial iniereits causd by cofdoldated Vil _ GEF B3 _ LY
Long-derm debi 5785 I Rud I
Tokal Rabibriey maayuned o falr value on 3 reoerring batl ¥ 2,549 5 LSVIIAE § AL ¥ A5 ERG0 1 T05.090

&) AT Deopmber 51, 2011 @nd 2000, included torad WS, government-iponsored enterprise obligarions of $172.4 pitkon 8nd 51775 billien rEspectively,
wiich ware predomananthy morrgage- mlaned,

by AT Decesber 31, 2010 2nd 2000, includsd wakin rading loans were $20 § &l a0 £33 7 bille, Fespectively, of residestial tirst=lisn
meamghget. 5ol T 1 killen A0S 124 Killion, redpectively, of commengial firit-lien moregages. Revidential moregage kasnt include comlaming
marigige loand criginated with the intent to sall 1o UL, government agenches oF €1 1 d hillin and 17 1 Bllkm, respactively, and revaris
marigages of 540 sillen and 540 Kiika, respectively.

i) Physical commodiiies inventories are generally acoounded for at the bower of cost or falr value.
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Balsnces eeflect the redwction al securities oywnad {long positicns) by the amsount of Securities pold DU not yer punchased (RO posithong)
wibn the leng ard dhot positions B identital Comimates on Unilamm Securily Idenification Procedures numbars POUSIPY

A pirmieted usder LS. CAAP, tha Firm has elidred ba nel deifatieg mecehiabled and derivitive payabled and 15e melated caih callanedal
received and pad when a legilly enforceable midter netiing agreement exists. For puinpodes of the tables above, the Fim doed not reduce
derivaiive receivables and derivative payabiles balances for this netting adjustment, either within or acrons the levels of the: fair value
himrarckry, as such meing I8 not relevamt i & presentacion based on ik rand parsncy al inputs to the valuation of &n asset or habdiy,
Therelore, the halences repaned in the feir value hisrarchy table are gross of any cousterpasty neling adjustimsents, Hever, il 1he Fitm
ware to ned such balences withen level 3. 1he reduction in the lewel § derivative receivable ansd payable balences would be 4117 bilion and
%127 hillion &t Degomsher 11, 2001 and 20ii. respectiveby; this 13 exciusiee of the netting beredit associated with cash colizteral, which would
furtieer reduce the lewel 3 balamoes.

Private Fuity INSOAUments represent Bnestments within the Corposate; Private Equty lime of business. The cost basis ol tre private eqeity
Investmsent potlals toEaled Lo s hilion 200 5000 kilun 8 December 31, 100 | And 20, fespectively.

AL [ocerabor 31, 200 | &0 2010, Balanges included investmees valued a2 net asset valoes of $10.5 bl 458 5121 Sillion, fespectively, of stk
55 1 baltiow. Arsd 45,9 billion, respectively, wene classified in lewel 1, 512 billion #nd $2 0 Sillion, respectively, in evel 3, sod %4 0 billion and §4.3
it respechively, in level 3

Far the years ended [gogmbor 1, 201 1 arad 2010, Theve were no significant transfers between levets | and 2. For the year ended Dooombor 11,
1011, transfers from level 3 inio ievel 2 incleded 5726 billien 0f long-term debit due 1o @ decrease in waluation uncenaingy of cemain
WIrUCTuned mones. For the year ended Degesbe 11, 2000, ransfers fram level 3 onoo leved 2 imcluded %) 3 million o rrading lnans dus mo
Increased price traniparency. Theee wene no signilicant erarmiBers immd livel 3 for the yelod anded December 11, 3000 and 3ai0 A8 randfers

oOoOooodn

are assumed bo ccour at the beginning of the repoing period.

Changes in level 3 recurring fair value
measurements

The following tables include a roliforward of
the Consolidated Balance Sheet amounts
{including changes in fair value) for financial
instruments classified by the Firm within level 3
of the fair value hierarchy for the years ended
December 31, 2011, 2010 and 2009. When a
determination is made to classify a financial
instrument within level 3, the determination is
based on the significance of the unobservable
parameters to the overall fair value
measurement, However, level 3 financial
instruments typically include, in addition to the
unobservable or level 3 componants,
observable

JPrdargan Chase & Co. /2011 Annual
Repart

components (that is, components that are
actively quoted and can be validated to external
sources); accordingly, the gains and losses in
the table below include changes in fair value
due in part to observable factors that are part
of the valuation methodology. Also, the Firm
risk-manages the observable components of
level 3 financial instruments using securities
and derivative positions that are classified
within level 1 or 2 of the fair value hierarchy; as
these level 1 and level 2 risk management
instruments are not included below, the gains
ar lasses in the following tables do not reflect
the effect of the Firm's risk management
activities related to such level 3 instruments.

191
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Fair value measurements using ssgnificami unobservable inputs
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CHERE A
ursrgalized
gairs s ieip
Transders related to
Fair ink Fady el finarcial
Year ended value at Todal and i or at Imskruments
December 31, 2011 January realized wnnealised PurChasES putof  Dec. 31,  held ai Dec.
{im millions) i, 2011 galms{lossesk i fales  Issuamces Sectlements level 30 2001 31, 2001
Aszets:
Tramfing atsets
Diebt instruments
Marigage - hacked
sECurites:
U5 government agencees § 174 5 24 85 3ms _ % 43§ (58 3 86 5 (50}
Besidential  nundgency Ea7 g 708 430 @22mn 550 796 [v13
Commaicial - nohsgency 2,060 ar o6 [LEEH g o - 1,758 i3
Totsl mangage-backed
shcuFities 2,930 170 1,532 (0,484) 3 435 (103 2,640 27
Dllganions of LS. stames
and misnicipalite 2,257 @ BOT 0465 _ m LI 1619 Ty
Man-LL.5. governmant debe
securiies 202 s 552 531 - 4 7h] [FL ] 104 I8
Conporate debt secumties 4,946 LF 8080 (5,939 5 {1,005 259 6,373 26
Loars 13144 329 5532 [(LETN) 2, &91) 232 12209 142
Asset-backed securdies B AED a0 4, 185  [4,368) {424) 22 7985 217
Total debt nstruments. 31,939 665 20,688 (17,6200 _ 8,636 {1260 30,910 49p
Eguity securnities LR H 26T 1 S41h (353 w177 278
Other 530 48 £ (1] s B BEG T
Total trading adiets - debt
and equity Instraments 14,554 gag [0 20,904 (18,2000 (5,083 (188 12947 sop 0
Het detfvative receivables.
lnterest rate 2,836 5205 sn 219 - 4, 534) [FE )] 5,561 | 497
Credia 5,388 2,240 2 (LE] e [LEH 7,732 2.4
Foaeign exchange [LAEH 1,911 i (r 4] BAE 20F (0,281 i1 BFE
Eguliy 2 A48y (B AL ar S8 3,108 E =1
Cimmimrsod ity {BO5) 06 128 asm {294] {162y (BT 208
Total nat derhvathee
recehvabiles 4357 6,068 00 1,767 (2,081 (3,789 {114} 6,238 2439
Available-for-sale securities
Asset-backed securities 13,378 (95 15,268 (01,4810 2529 . 4R 106}
Orhaer iz _ L (LE] (& N 528 B
Total available-for-sale
securities 14,287 (a5 o 15,325 (1.4TE) (2,555 25,458 [ 1
Lnans 1,466 s 326 19 [EL M 1647 LT
Moftgage serviging rights 13,649 (EARL s 2,603 = = (.em — 7,223 7004 0
Cahar assels
Private aquity imvestmants 7,852 saz 1452 (2,746) (594 (166} BFE 242y
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Al athves 4,171 {54 [#l E11.Y {159} - fEFa}] 4274 (m) 1#l
Fali value mediureménts using skgnificard wncbiervable inputs
Changs in
unrealized
[gaing) hokies
Translers ralated o
Fair ki Faar wilue linarsial
Year ended walue at Tetal snd ar at LalLihie 2]
Decembed 31, 2011 Janmgry mealized) whrealoed Purchasas cutof  Dec. 31, held at Dec,
{im millians) i, 2000 (b hos ey i Sales  latpances Setflements level b 2000 §1, 2001
Lighilities: +
Dheeerfin P Tl 15 g _ % _F %3 F 0B85 583 H48 3 4 &
bt borrowed funds 1,354 [zad) 00 1,507 534 (396 1,507 (a5} B
Tradeng habilies . deb ard
equity instruments 54 17 = 533y 778 _ 1051 4 2 i
Agenuntd pipable kad athid
liakligien 136 {61y = - _ e fLFL] = 1 5 =
Beneficial mierests issied by
eomiolidated Wil &7l 17 W Ly By SR80 1675 I Ficl| gy
Lortg-lerm duls 13,044 LI _ . 2554 (3218 @400 10310 iga ™
JPMorgan Chase & Co. /2001 Annual
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Fair value measurements wing ssgnificamt unobservable inpuis

Change i
unealiped
i losses)
relabed o
Purchases, Timamcial
Year ended Fair walee ot Total realized; Hsuances, ||1Tr.::::r Fair walse 3t bnsfrurments
Decembses 31, 20010 Janmeary 1, wnreabred  settlemants, umquhlll 3 Dec. 31, held ag Dec.
im milkons) 2010 pains Bosves) net ™ 2000 3, Zo0D
Aszets:
Tradeng assety
Dehit instruments:
Manpage-hacked werunties
LS. goemriiFsl agencies ¥ 60§ FLY 3 nar % [EER- 74§ (ESL]
Residenrial - nonagency L% 178 15641 2% BAT o
Commsetcial - nonsgency 1.7 230 {33 a2 2,067 130
Total mongage-backed securities 3,145 432 (7041 57 2,930 209
Obigations ol 1S, sales and municipalities 1870 2 142 142 2,257 204
Bon-LLS. governmenl debt seCursities L (6] L] (450 i LU
Coarporale debt wefuities 5240 3251 115 &5h & 546 Ih
Loarm 13718 (E]4] 1206 11330 13,044 1385)
Anpat-backed wecuritiey Ba20 s b (408) Ll 460 195
Toesl debe istruments idaa4 FEL LFH (V250 31,930 »
Equity securitesy 1.956 133 3511 1535 1,685 199
Cither 1440 FAR [ETH ] T 930 199
Total trading assets - dube and equdty IRdtruments 35680 G4 517 (h. 2348 34,554 507 0w
Het darivative refeivables
nerest sane 2.040 057 12,5201 250 2536 487
Crada 10,350 (1,757 130020 {105) 5386 (LR H]
Fedwign exchange 1.082 19133 (4341 {340 [614] [EL]]
Equity (2.306) 1194 {8 136 [2.4415) 21
Commadity (3251 (b 134 @0 {E05) [FGa
Taital net derhvative receivables HLRIT 1507 W 60 £l 4357 (1,303
Availabie-for- pabe securities
Aniel-batked scuritioy 12,732 11469 189 L 13,735 e
Oaher £610 4% ar &3 E1Fd 1R
Teral available-for-sale secarities 132,193 {195 e} 1,236 63 14,287 LILRL R
Loans Fga 145 23 B 1,466 37 M
Marrgage servcing rights 15531 (2,268 Gh 386 13,645  (2,268) id
Dahar assecs
Privasbe @guily Mnasnmans 5.563 1,038 M 75 45 7.562 6By
Al e D520 113 w {5132 Lok} ] 4179 3 m
Fair value medsuremenis wiing ssgnificamt unobservable inputs
Change in
unrgalized
Tgainal ikosses
welared 1y
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Muichaies, Tranibers Tirkamcial
Year ended Fair valoe g1 Total realized)  Rauances, ik mmdfurr Fair waliee 31 nitruments
Decembes 31, 2000 Januiary 1. wnredkped  settlements, out o beval 3 Dec. 31, held ag Dec.
Aim milbans) 2010 tgainal lorsey niet w0 2010 3, 2000
Lisbilithes:'x
D pasits 3 476 3 i % {R6] % EFL EELES i m
Caher borrowed funds LT [FEFIRUL 1. 528 LFEFL] 1,384 445 M
Tradeng Labilites - debi and eguity iratrumesis ia 2 19 21 LT .
Accownts payable and other liahilibes 119 L13E = 19 . FELY Iy w
Benefirial nterests iaued by comolidated VIEs 6% {7 mi Br 188 K73 [Fhy ()
Long-term debl V8. 787 {532) v {4,796 85 13,044 BEZ
JPMorgan Chase & Co./2011 Annual
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Motes to consolidated financial statements

Fair value measuremends using ssgnificari unobservable inpuis

Chiags in
wnrgaliged
gair{lirises)
related ta
Purchases, Tramfers Financial
‘ear ended Fair Value at Total issuandes  Intoand/or Falr valee 3t instruments
Decembes 51, 200% Janamy 1, realizedfurrealized seitlemenis, out of level Dec. beebd at Dec.
Aim milons) 2009 galns,{losses) net EL Y 31,2009 an, 2008
Aszets:
Trading azsets
Dbt instrumenis:
Morrgage-backed securites:
LS. goresrmmens agamntles 5 B3 5 [EE:{] 1 6l 5 715 260 5 {38}
Residemtial - nonagancy 1,319 (782} 4245} 1974 LIS BTN}
Commarcial - mbnagenry 1487 (242N 1325} {1530p 1.770 33
Taotal mortgage=backed securities 5989 {1 OB 1508 [h,27dp 3.14% (222}
Onligarions of U5 staes and musicipalites 2641 [F#d] B2 1.amn (123
HNosi=LL5. gendimement delt serunines 1 EL] (3] =2 ] s 7
Corparane detr fecurinaes A8 18 3415 ENE §.241 T2
Laand 1703 AT} 407 495 13218 LT T
Aniet-hacked wturitied TAOF | 438 4313 {1859y B2 6
Tartal debt instrumants Iaans 443 185225 1,415 i2a28s  (1.BLE)
Equsty securities 1380 1449 15123 1237 | A56 51}
Oaher 1a%s LLF] 1273) 12 1441 52
Teital trading assats - debt and equity InsIFumEnts. 41858 (L 19,307 1.704 35681 (19T
Tatal met d vtk receivabien 039 (11,473} & (3,478 16,699 10,837 (10,902} M
Availabde-1oe-ale GCuritien
AFer-Dacked securities 11.447 [F{] g 175 13,732 {48
Oahr f44 @6 L {5HGh 461 43
Tatal avallable-for-sale securities 12,30 @7 = 1,414 341 13193 [5} b
Loans 2667 A48} = i, 06 LT 290 (488} W
Murtyage servicing rights 5,403 507 o 321 15,531 5. 807 i
Oaher avsets
Privane &ty Inveimsen [ ] DT SR2 i 6563 [3EA) thi
All orhar Blls GBTE) e 1430 LEE ] &.5210 GBI} =
Fair walug meziisements utkeg tigmdicant unobservable inputs
Chamge in
unrealized
tgains) lasses
wefated 1
Purchases,  Tranafers fimamcial
ear ended Fair valiae a1 Toral MESUANCEs im0 and e Fair valise a1 ESITUMencs
Decembas 31, 2009 Januwary 1, restiped funrealized setthemnenti. out of level  Dec31.  hald 52 Dac.
fif millant) 2009 igainal losies ol L] e ik ] 31, 20
Liabiliches:
D pririii ¥ 1,235 & o B F IRy % &4 3 4T6 b (38 =
Db bar powed Tunds L1} {73y 621 am 542 8 =
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Trading babilities:

Debt ard equity imcoruments 188 L (339) LE) g 12 =

Arcounts payabie and o abilives (55 m 410 355 a9 =

Bongficial innerests isdued by consolidaied VEs : 34 m (5041 &7 625 T =

Long -tarm daba 16,548 1,367 12,738 nne 18287 172§ o=
tal Lewel 3 liabilisies 43 a percentage of total Firm lHabdnies sccotented far al Tair value (ngleding lakilish sl at Faie valug on a

nonreciaing basis) were 21%, 2 and 260 a8 Deoomber 11, 3001, 2000 and 2004, respectively,

ib} Predominantly reported im principal transactions revenue, except for changes in fasr value tor Betall Financial Services RFS morigage
Ipans and lending-relabed commitments origenated with the inter 1o sell, which are repored in morbgage fees and related income.

i) Realized gains/(losses) on awaidable-tor-sale [AFS] securaies, as well as other=than-bemporary impairment kosses that are recorded in
earmings, ﬂﬂﬁﬂ‘ﬂ in 'Inlf.llﬂ'lhi ﬂil"l'i. Unrealized gaing {losses) are repamed in OCL Realized gains/flosses) and loreign exchangs
reme, on AFS seourilies were 92400 million, W6s) millam. and ST il fof the years ended
Procerniber 31, I||.|:||I a0 amd \cm, mpe:l.n'!ly Unrealized gains, (bosses) recoaded on AFS securites im OC) were $145 millon, 8139) million snd
474 mulllon To0 the years ended Docember 31, 3001, 2010 and 308, respectively.

il Changes in falr walue lor BFS mortgage servicing righis are reported In mongage fees and related mocme.

Largely reported in other incomse.

Loan originations are included in purchases.

All bramsfers imto and fof out of leved 3 are asswemed 10 OCCUT a8 Ehe beginming of The reporisng penind.

£3x
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Assets and liabilities measured at falr value on
a nonrecurring basis

Certain assets, liabilities and unfunded
lending-related commitments are measured at
fair value on a nonrecurring basls, that is, they
are not measured at fair value on an ongoing
basis but are subject to falr value adjustments
only in cermain circumstances (for example,
when there is evidence of impairment). At
December 31, 2011 and 2010, assets measured
at fair value on a nonrecurring basis were §5.3
billion and $9.9 hillien, respectivély, comprised
predominantly of loans. At December 31, 2011,
%369 million and $4.9 billlon of these assets
were classified in levels 2 and 3 of the fair value
hierarchy, respecrively. At December 31, 2010,
£312 million and $9.6 billion of these assets
were classified in levels 2 and 3 of the fair value
hierarchy, respectively. Liabilities measured at
fair value on a nonrecurring basls were not
significant at December 31, 2011 and 2010,
For the years ended December 31, 2011 and
2010, there were no significant transfers
between levels 1, 2, and 3, The total change in
the value of assets and liabilities for which a
fair value adjustment has been included in the
Consolidated Statements of income for the
years ended December 31, 2011, 2010 and
2009, related to financial instruments held at
those dates were lpsses of §2.2 billion, 53.6
billion and 4.7 hillion, respectively; these
|osses were predominantly associated with
loans.

For further information about the measurement
of impaired collateral-dependent loans, and
other loans where the carrying value is based
on the fair value of the underlying collateral
{e.g., residential mortgage loans charged off in
accardance with regulatary guidance), see Note
14 an pages 231-252 of this Annual Report.

Level 3 analysis

Level 3 assets at December 31, 2017,
predominantly included derivative receivables,
M5Rz, CLOs= held within the available-for-sale
and trading portfolios, loans within the trading
portfolio and private eguity investments.

« Derlvative receivables included S35.0 billion
related to interest rate, credit, foreign
exchange, equity and commaodity contracts,
Credit derivative receivables of 517,10 hillion
included $12.1 billion of structured credit
derivatives with corporate debt underlying
and §3.4 hillien of CDS largely on commercial
moragages where the risks are partially
mitigated by similar and offsetting derivative
payables. Interest rate derivative receivables
of 56.7 billien include long-dated structured
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corporate loans. At December 31, 20011, $24.7
hiflion of CLOs were held In the AFS securities
portfolio and 54.2 Billion were included in
asset-backed securities held i the trading
portfolio. Substantially all of the securities are
rated "AAA" "AAT and "A" and had an average
credit enhancement of 300 Credit
enhancement in CLOs is primarily in the form
of subordination, which is a form of structural
credit enhancement where realized losses
associated with assets held by the Issuing
vehicle are allocated to the various tranches
of securities issued by the vehicle considering
their relative seniarity. For a further
discussion of CLOs held in tha AFS securities
portfolio, see Note 12 on pages 225-230 of
this Annual Report,

Trading loans totaling 512.2 billien included
so.0 billion of residential mortgage whaole loans
and commercial mortgage loans for which
there is |imited price transparency, and $4.0
billion of reverse mortgages for which the
principal risk sensitivities are mortality risk
and home prices. The falr value of the
commerchal and residential mortgage loans is
estimated by projecting expected cash flows,
considering relevant borrower-specific and
market factors, and discounting those cash
flows at a rate reflecting current market
liguidity. Loans are partially hedged by level 2
instruments, Including credit default swaps
and Interest rate derivatives, for which
valuation Inputs are abservable and liquid.

MSRs represent the fair value of future cash
flows for performing specified mortgage
servicing activitles for others (predominantly
with respect to residential mortgage loans),
For a further discussion of the MSR asset, the
Interest rate risk management and valuation
methodology used for M3Rs, including
valuation assumptions and sensitivities, and a
summary of the changes In the M5R asset,
see Mote 17 an pages 267-271 of this Annual
Report.

Consolidared Balance Sheers changes

Level 3 assets (including assets measured ar
fair value on a nonrecurring basis) were 5.2% of
total Firm assers at December 31, 2011, The
following describes significant changes to fevel
3 assers since December 31, 20010.

For the year ended December 31, 2011

Level 3 assets decreased by 51.8 billion during
2011, due to the following:

s 5112 milion increase inasser-backed AFS

securities, predominantly driven by purchases
of CLOs;
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interest rate derivatives which are dependent
on the correlation between different interest
rate curves. Foreign exchange derivative
receivables of 54.6 hillion included long-dated
foreion exchange derivatives which are
dependent on the correlation between foreign
exchange and interest rates. Equity derivative
receivables of $4.1 billien principally included
long-dated contracts where the valatility
levels are unobservable. Commaodity
derivative receivables of 32,5 kallion largely
included long-dated oil contracts,

CLOs totaling S30.% hillion are securities
backed by

JProrgan Chase & Co. /2011 Annual
Repart
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%6.4 billion decrease in M5Rs. For further
discussion of the change, refer to Note |7 on
pages 267-271 of this Annual Repart;

523 billion decrease in nonrecurring loans
held-for-sale, predominantly driven by sales
in the loan portfolios;

§2.2 billion decrease in nonrecurring retained
loans predominantly due to portfolio nunoff;
£1.6 billion decrease in trading assets — debt
and equity instruments, largely driven by
sales and settlements of certain securities,
partially offset by purchases of corporate
debt; and

185
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Motes to consolidated financial statements

+ %11 billion decrease in private equity
investments, predominantly driven by sales of
investments, partially offset by new
inwestments,

Gains and {asses
Gains and losses included in the tables for
2011, 2010 and 2009 included:

20m

Inclisded in the tables for the year ended
December 31, 2011

« 57.1 hillion of losses on MSRs. For further
discussion of the change, refer to Note 17 an
pages 267-271 of this Annual Repoart, and

« %60 billion of net gains on derivatives, related
o declining interest rates and tightening of
credit spreads, partially offset by losses due
o fluctuation in foreign exchange rates.

2010

fncluded fn the tables for the year ended
December 31, 2000

« 521 billion of losses on M5Rs; and

« %10 billien gain in private equity largely driven
by gains an investments in the portfolio.

2009

Inciuded in the tables for the year ended

December 31, 2009

« 3115 killisn of net losses on derivatives,
primarily related to the tightening of credit
spreads;

Met losses on trading - debt and equity
instruments of S04 million, consisting of $2.1
hitlion of losses, primarily related to
residential and commercial loans and
mortgage-hacked securities ("MBS7),
principally driven by markdowns and sales,
partially offset by gains of $1.4 billion,
reflecting increases in the fair value of other
asset-backed securities (CAES),

%58 hillion of gains on MSRs; and

1.4 billien of losses related 1o structured mote
liabllitles, predominantly due to volatility in
the equity markets.

Credit adjustments

When determining the fair value of an
Instrument, it may be necessary (o record a
valuation adjustment o arrive at an exit price
under .5 GAAP, Valuation adjustments
include, but are not limited to, amounts 1o
reflect counterparty credit quality and the Firm'
s own creditworthiness. The market's view of
the Firm's credit quality is reflected in credic
spreads observed in the credit default swap
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The following table provides the credit
adjustments, excluding the effect of any
hedging activity, reflected within the
Consolldated Balance Sheets as of the dates
indicated.

December 31, {im milleans) 2011 20010

Dermvaties receivabled balance (rel

of dermvalives CVA) § 92A4FT % BOMEAN
Derwvatives CVAlA (6,936) 4,362
Derivaties payabiet balance (net ol

dervatives DVAa) T497T 219

Derrvatiwes OWVA 0,420) (882)

Structured notes balande (net of
structured motes TR 53,159

(1,153)

49,22%
[2,052)

(a) Derveatives CVA, gross of hedges, includes resules
managed by the Crealt Portfolio and other lines of
busimess within the bevestment Bank (87,

(b Structured notes are recorded within long-term deb,
gther horrowed funds or deposits on the Consolidated
Balance Sheets, depending upon the tenor and legal
form of the note.

Ich Structured notes are measured ar fair valee based on
thes Firm"s election under the Fair walue optian. For
further infarmation on these elections, see Note 4 an
pages 18- 200 of this Anmial Repan

The following table provides the impact of
credit adjustments on earnings in the
respective periods, excluding the effect of any
hedging activity.

Srruciuned noles Fvd

Year epded December 31,
tm pmilliovs) 201 PO ] 2009

Credit adprtments;

Derivative CWaf $(2,574) 5665 35,869
Dierivative DVA 538 41 (544)
Strectured note DA o] 468 (1,748)

tal Derrvatives CVA, gross of hedges. includes results
minaged by the Credit Portfalie and other lines of
usimess within 0.

[bh Structured notes dre medasured at {air vidue based on
the Firm's electson urdes the fur walue oplion. Foi
further infarmation an these elections, see Mote 4 an
pages 198-200 of this Annual Repon

Additional disclosures about the falr value of
financlal Instruments (Including financial
instruments not carried at fair value)

LS. GAAP requires disclosure of the estimated
fair value of certain financial instruments, and
the methods and significant assumptions used
to estimate their fair value. Financial
instruments within the scape of these
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market, For a detailed discussion of the
valuation adjustments the Firm considers, see
the valuation discussion at the beginning of
this Note,
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disclosure requirements are included in the
following table. However, certain financial
instruments and all nonfinancial instruments
are excluded from the scope of these
disclosure requirements. Accordingly, the fair
value disclosures provided in the following
table include only a partial estimate of the fair
value of JPMorgan Chase's assets and liabilities,
For example, the Firm has developed long-term
relationships with its customers through its
deposit base and credit card accounts,
commanly referred to as core deposit
intangibles and credit card relationships. In the
apinion of management, these items, in the
aggregate, add significant value to |PMorgan
Chase, but their fair value is not disclosed in
this Mote.

jPMorgan Chase & Co. /20011 Annual
Report

644/866



Financial instruments for which carrying valve
approximates fair value

Certain financial instruments that are not
carried at fair value on the Consclidated
Balance Sheets are carried at amounts that
approximate fair value, due to their short-term
nature and generally negligible credit risk.
These instruments include cash and due from
banks; deposits with banks; federal funds sold;
securities purchased under resale agreements
and securities borrowed with short-dated
maturities; short-term receivables and accrued
interest receivable; commercial paper; federal
funds purchased;
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securities loaned and sold under repurchase

agreements with short-dated maturities; other
borrowed funds {(excluding advances from the
Federal Home Loan Banks ("FHLEs ). accounts

payable; and accrued liabilities. In addition, L.5.

GAAP requires that the fair value for deposit
liabilities with no stated maturity (i.e., demand,
savings and certain money market deposits) be
equal to their carrying value; recognition of the
inherent funding value of these instruments |s
not permitted,

The following table presents the carrying values and estimated fair values of financial assets and

liabilities.

Decernber 31, (in billions)

2011 2000

Carrying  Estimated Carrying  Estimated
walue Tair value walue fair value

Financial assets
Assets for which fair vabue approximates carrying value

Accrued interest and accounts receivable

5 1449 § 1449 & 4932 % 49,2

Federal funds sold and securities purchased under resale agresments

{included $24,9 and 520.3 at fair value}

Securities borrowed (included $15.3 and $14.0 ax fair valuel

Trading assets

Securities (included $364.8 and 5316.3 at fair value)
Loans (included $2.1 and 52.0 at fair valise)ial
Morigage servicing rights ac fair value

Cther (included $16.5 and $18.2 a1 fair value)

81.5 B1.5 7o a0
235.3 235.3 1226 2226
142.5 1425 1236 123.6
444.0 4440 489.9 4E85.9
364.8 364.8 316.3 3.3
696.1 B95.8 6E0.7 6635

7.2 7 13.6 136

66.3 G668 64,9 G50

Firancial liabilivies
Depasits (included 54.9 and $4.4 ar fair value)

§ 11278 § 1,1283 3§ 930.4 5 9315

Federal funds purchased and securities lpaned or sold under repurchase

agreaments (included $8.5 and $4.1 at fair value)
Commercial paper

ke bosrowed lunds indloded $9.6 and $9.9 at fair value)®

Trading liabilities

Agccounts payable and other liabdlivies (included $£0.1 and $0.2 at fair

value}

Benehcial intéreits bsved by consolidated VIES (included $1.3 and 51.5

at fair valwe)

Long-term debt and junior subordinated deferrable interest debentures

(included $34.7 and $38.8 ar fair valuel®!

213.5 213.5 76,6 2766
5.6 5.6 i5.4 5.4
21.9 21.9 34.3 4.3

141.7 141.7 146.2 146.2

167.0 1665 138.2 138.2
66.0 B6.2 776 179

256.8 254.2 2707 i |

{a) Fair value is typically estimated using a discounted cash flow model that incorparates the characteristics of the
underlying loand {including principal, contractual intérest rale and contractual fees) and ather key inputs, including
expected lifetime cradit bosses, iNUErEst rates, prepayment rates, and primary arigi nalion of Secondary marken !.PI'Hﬂﬁ.
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Far certain loans, the fair value is measured based on the value of the underlying collateral, The difference bevween the
estimated fair value and carrying value of a financial asset or Fability is the result of the different methodolbogees vsed to
determine fair value as compared with carrying value. For example, credit losses are estimated for a financial asset’s
remaining life in a fair value calculation but are estimated for a loss emergence period in a loan loss reserde calculation:
future loan income (interest and fees) is incorporated in a fair value caleulation but is generally not considered in a loan
loss reserve calculation. For a funther discussion of the Firm's methodologies for estimating the Fair value of lpans and
lending-related commitments, see pages 186 188 of this Mote.

{b) Effective Jamary 1, 2011, 5230 billion of long-verm advances from FHLBs were reclassified from other boreewed funds o
lang-term deht, The priar-year period has been revised to conform with the current presentation,

Jidsrgan Chase & Co. /200101 Annual
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Motes to consolidated financial statements
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The majority of the Firm's lending-related commitments are not carried at fair value on a recurring
basis on the Censolidated Balance Sheets, nor are they actively fraded, The carrying value and
estimated fair value of the Firm's wholesale lending-related commitments were as follows for the

periods indicated,

Decenitier 31, (i billianas)

2011 2010

Carrying Eutimated Falt Carrying Entirmated fair
waluelal vilim viluelal il

Wholesale lending -related commizmenis

5 0.7 § 34 % 07y 3 6,4

ia) Represents the allowance for whaleiale lending -rélated commitments. Excludes the current carrying values of the
guarantes labulity and the olTsetting asset, each of which are secogrized at fair value at the inceplion of grarantess,

The Firm does not estimate the fair value of consumer lending-related commitments, In many
cases, the Firm can reduce or cancel these commitments by providing the borrower notice or, in
some cases, without notice as permitted by law. For a further discussion of lending-related
commitments, see Note 29 on pages 283-289 of this Annual Report; for further information on the
valuation of lending-related commitments, see pages 186-188 of this Note.

Trading assets and liabilities

Trading assets include debt and equity
instruments owned by |PMorgan Chase (“long”
positions) that are held for client market-
making and client-driven activities, as well as
for certain risk management activities, certain
loans managed on a fair value basis and for
which the Firm has elected the [air value
option, and physical commaodities inventones
that are generally accounted far at the lower af
cost or fair value, Trading liabilities include
debt and equity instruments that the Firm has
sold to other parties but does not own (“short”
positions). The Firm Is obligated to

Trading assets and liabilities - average balances

purchase instruments at a future date to cover
the short positions. Included in trading assets
and trading liabilities are the reported
receivables (unrealized gains) and payables
{unrealized losses) related to derivatives.
Trading assets and liabilities are carried at fair
value on the Consaolidated Balance Sheets.
Balamces reflect the reduction of securities
owned {long positions) by the amount of
securities sold but not yet purchased (short
positions) when the long and short positions
have dentical Committes on Uniform Security
Identification Procedures numbers ("CUSIPS™).

Average trading assets and liabilities were as fallows for the periods Indicated.

Year ended Decernber T1, (it milkiamsy 2011 2010 2009

Trading assets  debr and equity Instrumontst § 303,890 5§ 354440 1 318063
Trading assets - dorivatbve receivables 80,003 A4 5TE 10,457
Trading liabilitied © debi and squity IRAbrurmenEs B 1,916 TR, 1509 &0,224
Trading liabilities - derivative payables 71,539 65,714 77,941

la) Balances reflecy the reduction of securities owned (long positions) by the amount of securities sold, bug nar yor
purchased (shod positiens) when the long and shor positions hawe identical CUSIR numbers,

{B) Primarily mepresent securities sobd, nol yvel porchasad.

Note 4 - Fair value option

The fair value option provides an option 1o
elact fair value as an alternative measurement
for selected financial assets, financial liabilities,
unrecognized firm cammitments, and written
|oan commitments not previously carried at fair
value,

Elections
Elections were made by the Firm to:

Elections include the following:

» Loans purchased or originated as part of
securitization warehousing activity, subject
to bifurcatien accounting, or managed on a
fair value basis.

= Securities financing arrangements with an
embedded derivative and/or a maturity of
greater than one year,

«  Owned beneficial interests in securitized
financial assets that contain embedded
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Mitigate income statement volatility caused
by the differences in the measurement basis
of elected instruments (for example, certain
instruments elected were previoushy
accounted for on an accrual basis) while the
assoclated risk management arrangements
are accounted for on a fair value basis;
Eliminate the complexities of applying
ceftaln accounting models (e.g., hedge
accounting or bifurcation accounting for
hybrid instruments);. and/or

Better reflect those instruments that are
managed on a fair value basis.

198
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credit derivatives, which would otherwise be
required to be separately accounted for as a
derivative instrument.

Certain investments that receive tax credits
and other equity investments acquired as
part of the Washington Mutual transaction.
Structured notes [ssued as part of IB's
client-driven activities, (Structured notes
are financial instruments that contain
embedded derivatives.)

Long-term beneficial interests issued by 1B
s consolidated securitization trusts where
the underlying assets are carried at fair
value,

JPorgan Chase & Co. /20011 Annual
Report
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Changes In fair value under the fair value option election

The following table presents the changes in fair value included in the Consolidated Statements of
Income for the years ended December 31, 2011, 2010 and 2009, for items for which the fair value
option was elected. The profit and loss information presented below only includes the financial
Iinstruments that were elected to be measured at fair value; related risk management instruments,
which are reguired to be measured at fair value, are not included in the table,

2011 2010 Hoog
Toral Tatal Tatal
changes thanges changes
In fair in Fair in fair
December 31, lin  Pringipal Other value Principal Other walue Principal Other value
millsansl transactions  income  recorded  transactions  income  recorded  transactions  income  recorded
Federal funds
Sodd and
SeCuritios
purchased
under resale
agreerments L1 70 8 5 270 3 173 & _ 5 173 5 5533 8 £ (553
Securities
barrawed {61} = {61} 3 ER| 52 B2
Trading assets
Debt and
Bquity
Instrumenas,
excluding
loans 53 16} = 47 556 (2) & 554 619 25 e ad
Loans reparted
as trading
FLETI LS
Changes in
Instrument-
specific
credit risk o34 (174) ' TED 1,279 (B} 1,273 (3003 (V7Y AT
LRI
changes in
Tair valuee 127 5263 © 5,390 312) 4,440 © 4,137 1,132 3,019 & 4.25]
Loans:
Changes in
Instrument-
specific credit
risk F g 2 a5 95 (k1] [ 1]
Other changes
in Fair value 535 o 535 9 oo Oy 1343} = 3433
Other assers 4 (e {68) (263} @l (263) (731 il (731}
Depositstal 23n 2 237 1564) 1564) 17 [F70n
Federal funds

mairrhased and
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securities loaned

ad sald under

repurchase

AGreaments (4}
Cther bosrowed
Fundslal 2,986 2,986 123 123 (1,287) (1, 287)
Trading liahilities 1570 157) 23) 23) 13} 1]
Beneficial

interests issued

by consolidated

WIEs (83) = 183) 2 - 1z 13511 (3513
Other labilities 3 5) = 8 {5 B (7 64 Gt

=z 4 2% (29 116 116

Lang-term debt:
Changes in
Instrument
specific credit
rigkla o27 927 400 400 {1,704} {1.FDdb
Other changes
i air vabualbl 322 322 1,297 = 1,297 (2,393 = {2,393)

{a) Total changes in instrumaent-specific credit risk related to stroctured notes were 899 milion, 5468 million, and S(0.7) bdlion
for the years ended December 30, 23001, 7000 and 2004, respectively, These totals include adjustments for strugctured notes
classified within deposits and ather borrowed funds, as well &t leng-term debi.

ib) Structured notes are debt instruments with embedded derivatives that are tailored 1o meet a client's need, The
embedded derivative is the primary driver of risk. Although the risk associated with the structured notes s actively
managed, the gains reported in this table do not include the income statermnent impact of such risk management
Instruments,

{c) Reported in mortgage fees and related income.

(d) Reporred in ather income,

Mdargan Chase & Co /2001 Annual
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Notes to consolidated financial statements

Determination of instrument-specific credit risk
for items for which a fair value election was
made

The following describes how the gains and
losses included in earnings during 2011, 2010
and 2009, which were attributable to changes
in instrument-specific credit risk, were
determined.

+ Loans and lending-related commitments:
For floating-rate instruments, all changes in
walue are attributed to instrument-specific
credit risk. For fixed-rate instruments, an
allocation of the changes in value for the
period is made between those changes in
value that are interest rate-related and
changes in value that are credit-related.
Allocations are generally based on an
analysis of borrower-specific credit spread
and
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recovery infarmartion, where available, ar
benchmarking to similar entities or
industries.

Long-term debt: Changes in value
attributable to instrument-spacific credit
risk were derived principally from
observable changes in the Firm's credit
spread.

Resale and repurchase agreements,
securities borrowed agreements and
securities lending agreements: Cenearally,
for these types of agreements, there is a
requirement that collateral be maintained
with a market value equal to or in excess of
the principal amount loaned: as a result,
there would be no adjustment ar an
imrmaterial adjustment for instrument-
specific credit risk related to these
agreements.

Difference between aggregate fair value and aggregate remaining contractual principal balance

outstanding

The following table reflects the difference berween the aggregate fair value and the aggregarte
remaining contractual principal balance outstanding as of December 31, 2011 and 2010, for loans,
long-term debt and leng-term beneficial interests for which the fair value option has been elected.

2011 2010
Fair value Fabr walue
aeer e
fuwnder) {under)
Contractual contractual  Contractual contractual
principal Falr principal principal Fakt principal

December 31, (in miltions} outstanding value ocuistanding  cutstanding value outstanding
Loansiad
Nonaccneal loans

Leans reported as trading assets 5 4875 10418 (3,734 3 5246 5 12393 (4000

Loans 820 56 (B4} o 132 (795)
Subtaral 5,695 1,197 {4, 49E) 6173 1371 (4.B0Z)
All ather performing loans

Loans reported as trading assets 37,481 32,657 (4,624) 39,450 33641 15.549)

Loans 2,136 1,601 (535) 2496 1434 11062
Total loans § 45312 £35455% (9,857 § 48,150 53644065 (11.713)
Long-term debt
Principal-protected debt 515417 519,8903 473 3 20,761 Y 32030155 354
Monprincipal-protected deb®! M 14,830 A iy 17.524 My
Total long-term debt MA, $34,720 MA M 538,839 Lt
Long-term beneficlal interests
Principal-protected debt 1 . _ 5 _ 5 49 1 a5
Nonprincipal-protected deby® A, 1,250 MA MA 1,446 HA
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Total long-term beneficial interests MNA § 1,250 MA M, 5 1,495 A

{a) There were no performing loans which were ninety days or more past due 85 of December 31, 2011 and 2000, respectively,
{b) Remaining contractual principal is not applicabde to nonprincipal-protected notes. Unlike principal-protected strugtured
nates, for which the Firm s aobligated o return & stated amount of principal at the matority of the note, nonprincipal-

protected structured nates do not obligate the Firm to return a stated amount of principal at maturity, but to return an
amount based on the performance of an underlying variable or derivative feature embedded in the noe,

{c) 'Where the Firm istues principal-pratected rero-coupon or discount nates, the balance reflected as the remaining
contractual principal is the final principal payment at maturity.

At December 31, 2011 and 2010, the contractual amount of letters of credit far which the fair value
option was elected was 53,9 billion and £3.8 billion, respectively, with a corresponding fair value of
5(5) million and 5{&) million, respectively. For further information regarding off-balance sheet
lending-related financial instruments, see Note 29 on pages 283-289 of this Annual Report,

JPMorgan Chase & Co. /20011 Annual
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Note 5 - Credit risk concentrations
Concentrations of credit risk arise when a
number of customers are engaged in similar
business activities or activities in the same
geoagraphic reglon, or when they have similar
economic features that would cause their ability
o meet contractual obligations to be similarly
affected by changes in economic conditions.

JPMorgan Chase regularly monitors various
segments of its credit portfolio to assess
potential concentration risks and to obtan
collateral when deemed necessary. Senlor
management is significantly invalved in the
credit approval and review process, and risk
levels are adjusted as needed to reflect the
Firm's risk appetite.

In the Firm's wholesale portfolio, risk
concentrations are evaluated primarily by
Industry and monitored regularly on both an
aggregate portfolio level and an an individual
customer basis, Management of the Firm's
whaolesale exposure is accomplished through
loan syndication and participation, loan sales,
securitizations, credit derivatives, use of master
netting agreements, and collateral and other
risk-reduction technigues, In the consumer
portfolio, concentrations are evaluated
primarily by product and by U.5. gecgraphic
region, with a key focus on trends and
concentrations at the portfolio level, where
potential risk concentrations can be remedied
through changes In underwriting policies and
portfolio guidelines,

The Firm does not believe that its exposure to
any particular loan product (e.g., option
adjustable rate mortgages (CARMsT), industry
segment {e.g,, commercial
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real astate) or its exposure to residential real
estate loans with high foan-to-value ratios
results in a significant concentration of credit
risk. Terms of loan products and collateral
coverage are included In the Firm's assessment
when extending credit and establishing its
allowance for loan losses.

For further infarmation regarding on-balance
sheet credit concentrations by major product
and/or geography, see Notes 6, 14 and 15 on
pages 202-210, 231-252 and 252- 255,
respectively, of this Annual Report. For
information regarding concentrations of off-
halance sheet lending-related finamcial
instruments by major product, see Note 29 on
pages 283 289 of this Annual Report.

Customer receivables representing primarily
margin loans to prime and retail brokerage
clients of $17.6 billion and $32.5 billion at
December 31, 2011 and 2010, respectively, are
included in the table below, These margin Inans
are generally over-collateralized through a
pledge of assets maintained in clients’
brokerage accounts and are subject to daily
minimum collateral requirements. In the event
that the collateral value decreases, a
maintenance margin call is made to the client
to provide additional collateral into the
account. If additional collateral is not provided
vy the client, the client's positions may be
liguidated by the Firm to meet the minimum
collateral requirements. As a result af the Firm'
s credit risk mitigation practices, the Firm does
not hold any reserves for credit impairment on
these agreements as of December 31, 2011
and 2010,

The table below presents both on—balance sheet and off —balance sheet wholesale— and
consumer-related credit exposure by the Firm's three credit portfolio segments as of December 31,

2001 and 2010,

2011 mwin
0- -

Credil Dei-balanee shest Ialance Crediy - balanes sheet lalance
Decembser 31 i aiillioeng) LET: LT Loans Deriwarves ahmtie P L Lo Derivatives aheatidl
‘Whilesale
Banks and fnance companses $ TAdd f 29352 % OAFF £ 2IAME 1 b3BAY 4 20542 & 2083% 4 MRAFO
Redl estate B7.504 54,684 1155 11,755 64351 53,635 BEH 9,848
Healthiam 42,247 8,508 3,021 30,318 a1.093 &,0a7 2 12,028
Stare and municipal geneenementy 41,930 7,144 E.575 28,211 35 A0H &,09% 5,148 5EE
Ol andf g 35437 10,780 3520 21,136 V6450 5701 866 16,897
Asnel fanagens FIAGS 6182 BA5E 17835 34 Fore T4 1, 17
Corumet peoduets 29637 LAT 14078 19,37 27508 e (R |18,5%A
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Liibrigs 28,650 5191 3,602 19,857 25911 4,220 3,104 18,587
Rostail and Condumer serdces 22.8M 6,353 1111 15,973 20,852 557G o0 14,210
Techradlogy 17898 4,194 1.310 12,194 14348 2,752 1,554 10,042
Central govermimint 17,138 L §] 10,813 5,2 11173 1,146 6,052 3075
Maching iy and oguipmeng

manulactising 16,498 51 47 10,870 13,311 3601 445 9,265
Transpartation 16,305 10,000 47 5358 9652 754 Bx2 5,076
etaly imining 15,254 6,073 %0 | EE]] 11426 31m LOA Far
Insurance 13092 (R ] 2060 9,922 10,918 1,103 1,660 8 1%5
All otharial 284,135 113,264 26890 143,980 240,959 BB T2 23,929 128,344
Subtosal TEIEN R7E395 92477 382,738 E49.070 222510 HO, 481 6,07
Loans held-fer-sale and loand at fair

wilue 4,621 4,621 o . 5123 5121
Recervabled fram customen and

interests in purchased receivables 17,461 o - - 32,932 - - N
Taotal whobesale TT5.693  ZE,0NG 02477 382,739 GBTIIS 227,631 B0 481 36,07
T:ul-mmr. Ao cok o 370,834 208427 _ 62,307 393.021 327618 65,403
Total credit card G52, 893 132277 . 30,616 664,903 137676 547,227
Total exposure $1,80%.420 $T2R P20 £ 92.4FF  A9TS6E2 1. TRA0A0 652 5RT 4 BOMET  49%&.70%
da) For more Information on exposures to SPES included within All other sea Note 10 on peges 2562307 of this Anneal Repes,

iy As of Decesmber 31, 2001, credit axps I metal , excluding credin cand, intludes recelvables trom customers of $100 milkss
i) Represents bending-relsted Hnancial insruments.
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Motes to consolidated financial statements

Mote 6 — Derivative instruments

Derivative Instruments enable end-users 1o
madify or mitigate exposure to credit or market
risks. Counterparties to a derivative coptract
seek to obrain risks and rewards similar to
those that could be obtained from purchasing
ar selling a refated cash instrument without
having to exchange upfront the full purchase or
sales price. JPMargan Chase makes markets in
derivatives for customers and also uses
derivatives to hedge or manage its own market
risk exposures. The majority of the Firm's
derivatives are entered into for market-making
PUrposes,

Trading derivatives

The Firm makes markels in a vanety of
derivatives to meet the needs of customers
(both dealers and clients) and o generate
revenue thraugh this trading activity ("client
derivatives’). Customers use derivatives 1o
mitigate or modify interest rate, credit, foreign
exchange, equity and commaodity risks. The
Firm actively manages the risks from its
exposure to these derivatives by entering into
other derivative transactions or by purchasing
or selling other financial instruments that
partially or fully offset the exposure from client
derivatives. The Firm also seeks to earm a
spread between the client derlvatives and
offsetting positions, and from the remaining
open risk positions,

Risk management dernvatives
The Firm manages its market nsk exposures
using various derivative Instruments.

Interest rate contracts are used to minimize
fluctuations in earnings that are causad by
changes in interest rates. Fixed-rdle assets and
liabilities appreciate or depreciate in market
value as interest rates change, Similarly,
interest income and expense increase or
decrease as a result of variable-rate assets and
liabilities resetting ta current market rates, and
as a result of the repayment and subsequent
arigination or issuance of fixed=rate assets and
liabilities at current market rates. Cains ar
losses an the derivative instruments that are
related to such assets and llabilities are
expected to substantially offset this variabality
in earnings. The Firm generally uses interest
rate swaps, forwards and futures to manage the
impact of interest rate fluctuations on earnings.

Fereign currency forward contracts are used to
manage the foreign exchange risk associated
with certain foreign currency-denominated (b.e,,
non-LL5. dollar) assets and habilites and
forecasted transactions, as well as the Firm's

EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

derivarive instruments are expected 1o
substantially offset the depreciation or
appreciation of the related inventory, Also in
the commodities portfolio, electricity and
natural gas futures and forwards contracts are
used to manage price risk associated with
energy-related tolling and Ioad-serving
contracts and investments.

The Firm uses credit derivatives to manage the
counterparty credit risk associated with loans
and lending-related commitments. Credit
derivatives compensate the purchaser when the
entity referenced in the contract experiences a
credit event, such as bankruptcy or a failure ta
pay an obligation when due. Credit derivatives
primarily consist of credit default swaps. For a
further discussion of credit derivatives, see the
discussion in the Credit derivatives section on
pages 209-210 of this Note,

For more information about risk management
dervatives, see the risk management
derivatives gains and losses table on page 207
of this Note, and the hedge accounting gains
and losses tables on pages 205-207 of this
Note.

Accounting for derfvanives

All free-standing derivatives are required to ba
recorded on the Consolidated Balance Sheets at
fair value. As permitted under LS. GAAP, the
Firm nets derivative assets and liabilities, and
the related cash collateral received and paid,
when a fegally enforceable master netting
agreement exists between the Firm and the
derivative counterparty. The accounting for
changes in value of a derivative depends on
whether or not the transaction has been
designated and gualifies for hedge accounting,
Derivatives that are not designated as hedges
are marked to market throuah earnings. The
tabular disclosures on pages 203210 of this
MNote provide additional information on the
amaount of, and reporting for, derivative assets,
liabilities, gains and losses. For further
discussion of derivatives embedded in
structured notes, see Notes 3 and 4 on pages
184- 198 and 198-200, respectively, of this
Annual Report.

Derivatives designated as hedges

The Firm applies hedge accounting to certain
derivatives executed for risk management
purposes — generally interest rate, foreign
exchange and commodity derivatives, However,
JPMorgan Chase does not seek to apply hedge
accounting to all of the derivatives involved in
the Firm's risk management activities, For
example, the Firm does not apply hedge
accounting to purchased credit defawit swaps
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net investments in certain non-1.5. subsidiaries
or branches whose functional currencies are
not the U.5. dollar. As a result of fluctuations in
foreign currencies, the U5, dollar-equivalent
values of the foreign currency-denominated
assets and liabilities or forecasted revenue or
expense increase or decrease. Gains or losses
on the derivative instruments related to these
foreign currency-denominated assets ar
liabilities, or forecasted transactions, are
expected to substantially offset this variability,

Commodities contracts are used to manage the
price risk of certain commoedities inventories.
Gains or losses on these

202
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used to manage the credit risk of loans and
commitments, because of the difficulties in
qualifying such contracts as hedges. For the
same reasan, the Firm does not apply hedge
accounting to certain interest rate and
commodity derivatives used for risk
management purposes,

To qualify for hedge accounting, a derivative
must be highly effective at reducing the risk
associated with the exposure being hedged. In
addition, for a derivative to be designated as a
hedge, the risk management objective and
strategy must be documented. Hedge
documentation must identify the derivative
hedging instrument, the asset or liability or
forecasted transaction and type of risk to be
hedged, and how the effectiveness of the
derivative is assessed

JPMorgan Chase & Co. /2001 Annual
Report
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prospectively and retrospectively. To assess
effectiveness, the Firm uses statistical methods
such as regression analysis, as well as
nonstatistical methods including dollar-value
comparisons of the change in the fair value of
the derivative to the change in the fair value ar
cash flows of the hedged item. The extent to
which a derivative has heen, and is expected o
continue to be, effective at offsetting changes
in the fair value or cash flows of the hedged
item must be assessed and documented at
least quarterly, Any hedge ineffectiveness (i.e.,
the amount by which the gain or loss on the
designated derivative instrument does not
exactly affset the change in the hedged item
attributable 1o the hedged risk) must be
reported in current-period earnings. If itis
determined that a derivative is not highfy
effective at hedaging the designated exposure,
hedge accounting is discontinued,

There are three types of hedge accounting
designations; fair value hedges, cash flow
hedges and net investment hedges. |PMargan
Chase uses fair value hedges primarily 1o hedge
fixed-rate long-term debt, AFS securities and
certain commodities Inventaries. For qualifying
fair value hedges, the changes in the fair value
of the derivative, and in the value of the hedged
item, for the rizk being hedged, are recognized
in earnings. If the hedge relationship is
terminated, then the fair value adjustment to
the hedged item continues to be repoarted as
part of the basis of the hedged item and for
Interest-bearing instruments is amartized to
earnings as a yield adjustment. Derivative
amounts affecting earnings are recognized
consistent with the classification of the hedged
item — primarily net interest income and
principal transactions revenue.

JPMargan Chase uses cash flow hedges to
hedge the exposure to variability in cash flows
fram floating-rate financial instruments and
forecasted transactions, primarily the rollover
of short-term assets and liabilities, and fareign
currency-denominated revenue and expense.
For qualifying cash flow hedges, the effective
portion of the change in the fair value of the
derivative is recorded in OCI and recognized in
the Consolidated Statements of Income when
the hedged cash flows affect earnings.
Derivative amounts affecting earnings are
recognized consistent with the classification of
the hedged item - primarily interest income,
interest expense, noninterest revenue and
compensation expense. The ineffective partions
of cash flow hedges are immediately
recognized in earnings. If the hedge
relationship is terminated, then the value of the
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JPMorgan Chase uses forelgn currency hedges
to protect the value of the Firm's net
investments in certain non-U.5. subsidiaries or
branches whose functional currencies are not
the LS, dollar, For foreign currency qualifying
net investment hedges, changes in the falr
value of the derivatives are recorded in the
translation adjustments account within AQCH,

Moriaral amounr of derfvarive contracts

The following table summarizes the notional
amount of derivative contracts outstanding as
of December 31, 2011 and 2010,

Notinmal amounts®

December 31, lin billlans) 2011 2010

Interest rate coniracts

Swaps 5 38,7043 40290
Futures and forwards 7,.BEB 5.298
Wrirthen opliens 3,842 4075
Purchased optons 4,026 3.966
Total interest rate contracts 54460  GIGAD
Credit dervatives 5.774 5.472

Foreign sxchange contracts

Crosa-Cufrency swaps 2,931 2,568
Spat, mtunes and forsards 4,512 3893
Wrkthen aptions 674 B
Purchased options B70 han
Total foresign exchange contracts B.787 7.784
Equity contracts
Swaps 178 1@
Futures and forwards 18 49
Written aptinns 460 430
Purchited aptisns 403 77
Total equity contracts 1022 ara
Commodity contracts
Swaps 341 149
Spot. lutwres and forwards 188 170
Writien gplins 3o 264
Purchased optisns 274 254
Total commedity comtracts 1113 1.037

Total derhative notional amounts § 71,1563 73506

(ol Represents the sum of gross [ong and gross shart thind
party natlonal derivative contracts.

While the national amounts disclosed above
glve an indication of the volume of the Firm's
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derivative recorded in accumulated other
comprehensive income(loss) ("A0CI) is
recagnized in earnings when the cash flows
that were hedged affect earnings, For hedge
relationships that are discontinued because a
forecasted transaction is not expected to occur
according to the original hedge forecast, any
related derivative values recorded in AQCI are
immediately recognized in earmings.

JPdorgan Chase & Co. /20011 Annual
Repart
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derivatives activity, the notional amounts
significantly exceed, in the Firm's view, the
possible losses that could arise from such
transactions, For most derivative transactions,
the notional amount is not exchanged; it is
used simply as a reference to calculate
payments.
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Motes to consolidated financial statements

Impact of derivatives on the Consofidared Balance Sheers

The following table summarizes information on derivative receivables and payables (before and
after netting adjustments) that are reflected on the Firm's Consolidated Ealance Sheets as of
December 31, 2011 and 2010, by accounting designation (e.g., whether the derivatives were
designated as hedges or not) and contract type,

Free-standing derivative receivables and

payables'!
Grass derivative receivables Grods derivative payables
Mot Tatal Met Mat Total Mer
Decembaer 31, 2011 designated Designated derivative  derivative  designated Designated derivative  derbvative
{in milllans) as hedges  as hedges receivables recefvables  as hedges  as hedges  payables  payables
Trading assets and
labilities
Interest rate $1,433.9005 T621 51,441,527 5 46365  §1,397.625352,1592 $1,399.8017 5§ 28,010
Credit 169,650 =2 165,650 6,684 165,121 XS 165,121 5,610
Fareign exchangeb! 163,497 4,666 168,163 17.880 165,353  B55 166,008 17,435
Equity 47,736 _ 47,736 6,793 46,366 _ 46,366 9,655
Commadity 53,894 3,535 57,429 14,741 58,836 1,108 59,944 14,267
Total fair value of
trading assets and
liabilities 51,868,677 515,622 51,684,493 5 92477 51,633,301 53,955 §1,837.256 § 74977

Decemnber 31, 2010

Grads dedivative receivables

Mot Tatal
designated Designated derivative

Grosi dervative payables

Met Mat Total Net
dermvative  designated Designated derivative  derivative

lin millions) as hedges  as hedges receivables receivables  as hedges  as hedges  payables  payables
Trading assets and
labilities
Interest rate $1,121,703% 6279 §1,127.982 5 32,555 500396045 840 $1,090.444 5 20,387
Credit 129,729 129,729 7.725 125,061 125,061 5,138
Fareign exchange! 165,240 3,231 168,471 25,858 163,671 1,059 164,730 25,015
Equiity 43,633 43,633 4,204 46,355 46,399 110,450
Commadity 50,573 4 56,597 16,139 56,397 2078 « 58475 B229
Total fair value of

trading assets and

liabilities §1,519,8785 9,534 §1,520,412 5 80481 51.481,13253.977 §1,485,109 569219

{a) Excludes structured notes for which the fair value option has been elected. See Mote 4 on pages 198200 of this Amml
Repon for Further information.

{b) Exchides %11 millon and 521 million of foreign currency-denominated debr designated as a net investment hedge at
Devemder 31, 2011 and 2010, respectivedy,

(e} Exeluthes S1.0 billia related 1o commodity derivalives that were embedded in a debe instrument and used a5 fair valse
hedging instruments that were recorded in the line ivem of the host contract (other bosrrowed fundsh ar December 31, 20040,

20%
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Impact of derivatives on the Consolidated Statements of Income

Fair value hedge gains and lasses

The following tables present derivative Instruments, by contract type, used in fair value hedge
accounting relationships, as well as pretax gains/{losses) recorded on such derivatives and the
related hedged Items for the years ended December 31, 2011, 2010 and 2009, respectively, The
Firm includes gains/(losses) on the hedging derivative and the related hedged item in the same line
item in the Consolidated Statements of Income.

Income statement impact due

GCains (fosses] recorded in income to
Total
income Hadge
‘ear ended Decernber 31, 2011 Hedged satement L enent Excluded
(in millions) Derivaties fems Impact e} companentsih
Contract type
Interest rapelat § 558 5 [ 1 564 5§ 104 5 460
Foreign exchangelt 5,684 & (3,761) 1,923 = 1,923
Commadityt! 1,784 (2,880} {1,0596) oy (1,086)
Total § 8026 § (6635 S 1,391 % 94 5 1,297
Income statement impact due
GCains [losses) fecarded in income 1o
Tatal
income Hedge
Year ended December 31, 2000 Hedged  statement P RN Ewcluded
lin millions) Derivatives iarmL impact ) companentatlh
Contract type
Interest ratela 5 1,066 5 (454} % Gld 5 I72 3 440
Fareign exchangelt 1,357 10 (1,812} (455} _ {455)
Commodinc [1,354) 1,882 528 528
Tatal 5 1,069 i (384} § 685 5 172 5 513
Income statement impact dus
Gakns/ llosses) recorded in income to
Tatal
income Hedge
Year ended Decemnber 31, 2009 Hedged  statement et s Excluded
fin millions) Derivatives iems Iimpaict (e} companentsih
Cantract type
Interest ratelat 513,830 5 4,638 5 BOE 5 (4661 § 1,274
Forelgn exchangeb [1,421) 1 1,445 24 24
Commadityie! 14300 %5 31 131
Total 5 (5,681) 5 5,482 5 EDl & iABG) § 1.267

{2} Primarity consists of hedges of the bernchmark (e.g.. London Interbank Offered Rave (LBORTY interest rane risk of fixed-
rate long-term debt and AFS securities, Gains and losses were recorded in net interest income,

{b) Primarily consists of hedges of the loreign currency risk of long-term debt and AFS securities for changes in spot foreign
currency raves. Gains and losses related to the derivatives and the hedged items, due to changes in spot foreign cusrency
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rates, were recorded in principal transactons revenue,

{c) Consists of overall fair value hedges of certain commodities imventories. Cains and losses were recorded in principal
transactions revenue.

{d) Inchuded %49 hillion, $278 milloa and 5060 killion for the years endied Docember 30, 200 1, 2000 and 268, respeciively, of
revenue related to certain forgign exchange trading derivatives designated as Fair value hedging instruments.,

{2} Hedge ineffectiveness is the amount by which the gain or loss on the designated derivative instrument does not exactly
offset the gain or loss gn the hedged em anributable to the hedged risk,

{0 Certain companents of hedging derivatives are permitted 1o be excluded from the assessment of hedge effectivensss,

such as forward points on foreign exchange forward contracts, Amounts related 1o excluded components are recorded in
curnent- period Income.

JPMorgan Chase & Co./ 2011 Annual

Repornt 205

661/866



EDINETOOOO

DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

Motes to consolidated financial statements

Cash flow hedge gains and losses

The following tables present derivative instruments, by contract type, used in cash flow hedge
accounting relationships, and the pretax gains/(losses) recorded on such derivatives, for the years
ended December 31, 2011, 2010 and 2009, respectively. The Firm includes the gain/{loss) on the
hedging derivative in the same line item as the offsetting change in cash flows on the hedged item
in the Consclidated Statements of Income,

Gains (losses) recorded in income and other comprehensive income {lossid

D riwatives
effective Hedge Derivatives
portion  ineffectiveness affective
reclassified  recorded  Total income  porion Total change
Year ended Decamber 31, 2001 from AQCIto directly in statement recorded in I QC1
fin millans) Incamse incomeld! mpact 4 | far period
Contract type
Imberest ragetsd H 30 5 19 § 329 % a7y s {203)
Foreign exchange®! [ oxy 18 (57} 148
Total 5 im § 19 § 320 § 50 § {251}
Gains f{losses) recorded In incame and other comprehensive income, (oss e
Drerivalives
effective Hedge Dernvatives -
portion ineffectiveness effective
reclassified recorded  Total income portian Total change
Year ended Decembeer 31, 2000 from A0CI 1o directly in statement recorded in I Q1
fim millions) incame inommptdl impact acl lor period
Contract type
Interest rage’™ 5 288 3 20 5 08 3 388 5 nog
Foreign exchange'®! (B2} 131 (B5} {141} 159
Total 5 206 § 17 5 223 § 247 § 41
Gains fllosses) recorded (n income and other comprehensive income) loss )<
Derivatives -
elfective Hedge Derivatives -
portion ineflectivensss effective
reclassified recorded  Total income portian Tatal changs
Year ended Decermber 31, 2008 from AQCH o directly in statement recorded In In G
fin millians) Income incometd impact acl for periad
Contract type
Imtarest ratets! 3 (158) § 621 § (22m s 6l § 219
Foreign exchange® 282 _ 282 706 aa
Total 5 I2d 5 a1 § G2 3 767 % 643

{a) Primarily consists of benchmark interest rate hedges of UBOR-indexed MNoating-rate assets and floating-rate labilites.
Gains and lasses were recarded bn net Interest income,

b} Primarily condisls of hedges of the lareign currency risk of non-U.5. dollar-denominated revenue and expense. The
Incarme statement classification of gans and losses Tellows the hedged item - primarily net interest incgme, noninterest
revenue and compensation expense,
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{c) The Firm did not experience any forecasted transactions that Fakled to ocour for the years ended Decomiber 31, 2001 and
2HA, |n 2010, the Firm reclassified a 522 milhon boss from AQC) (o earnings because the Firm determined that it was
prabable that forecasted interest payment cash flavws relared to cerain wholesale deposits would nat seeur.

{d) Hedge ineffectiveness is the amount by which the cumulative gain or koss on the designated derivative Instrument

exceeds the present value of the cumulative expected change in cash flows on the hedged item attributable to the
hiedged risk.

Cwver the next 12 months, the Firm expects that $26 million (after-tax} of net gains recorded in
AOCI at December 31, 2011, related to cash flow hedges will be recognized in income, The
maximum length of time over which forecasted transactions are hedged is 10 years, and such
transactions primarily relate to core lending and borrowing activities.

IPorgan Chase & Co /2001 Annual
Report

206

663/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

Net investment hedge gains and losses

The following tables present hedging instruments, by contract type, that were used in net
investment hedge accounting relationships, and the pretax gains/ (losses) recorded on such
instruments for the yvears ended Cecember 31, 2011, 2010 and 2009,

Gains /(losses) recorded in income and other comprehensive ingome /{loss)

2011 2010 2009
Excluded Exchuded Excluded
camponents  Effectie components  Effective companenis  Effective

recorded partion recorded portion recorded portion
Wear endeéd December 31, directly in  recarded in directly in recarded in directly in recarded In
fin millions) incasmelat [+ u ] Encamatat oo incomeial oci
Contract type
Foreign exchange derivatives 5 (2511 % 225 5 (1391 § am % (s (259
Fareign curréncy denominated debt . 1 - 4l LY L TY
Total L (2511 % 226 5 (139} 5 1" % (s {259

{a) Certain components of hedging derivatives are parmitted to be excluded from the assessment of hedge effectiveness.
such as forward points on foreign exchange forward contracts. Amounts related 1o excluded components are recarded in
current-perkod inoome. The Firm measures the inelfectiveness of net investment hedge accaunting relationships based
on changes in spot foreign currency races, and therefore there was no ineffectiveness for net investment hedge
accpunting relationships during 2001, 30080 and 2004,

Risk mandagement derfvatives gains and fosses

fnot designarad as hedging instrumeants) Gains /{losses) recarded in principal
The following table presents nontrading LraNsacHions revenee
derivatives, by contract type, that were pot Vear anded
designated in hedge relationships, and the
pretax gains/{losses) recorded on such Dacember 31,
derivatives for the years ended December 31, fin millions) 2011 2010 2009
2011, 2010 and 2009. These derivatives are Type of instrument
risk management instruments used to mitigate
or transform market risk exposures arising Intevest rate 0535 BENE . 4375
from banking activities other than trading Credit 3,346 4,636 5,022
activities, which are discussed separately Foreign exchange 1216 1LES4 2,583
below.
Equity 1,956 1.827 1,475
Derivatives gains (losses) Commodity 1,697 243 1,329
recarded in Ingome
Total $ BEB4 S TEPT S 14,784
Year ended December
30,
{in millions) 2011 2010 2009 Credit risk, Hguidity risk and credit-relared
comtingent features
Contract type In addition ta the specific market risks
Inkerost ratell § BO084 % £987 % 3115 introduced by each derivative contract type,

& derivatives expose |PMorgan Chase to oredit
it G2 &n - e risk — the risk that derivative counterparties
Fareign exchange!c (157 (G4 (1970 may fail to meet their payment obligations
Equitybh gy under the derivative contracts and the

7 i collateral, if any, held by the Firm proves ta be
Commadity!"! 4 (48 50 gf insufficient value to cover the payment
Tatal $ 7816 5 4638 5 (55900  obligation. It is the policy of IPMorgan Chase 1o

actively pursue the use of legally enforceable

{a) Gaind and losses were recorded in principal transaclions master nﬂﬂing a"iﬂgﬁmﬁﬂﬁ and coliateral

revenue, morigage fees and related income, and net

ImrEik I, agreements to mitigate derivative counterparty
{b) Gains and losses were recarded in principal transactions credit risk. The amount of derivative receivables
revenue, reported on the Consolidated Balance Sheets is
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{c) Gains and losses were recorded in pringipal fransactions
revenue and net inferest income.

Trading derivative gains and lasses

The Firm has elected to present derivative gains
and losses related to its trading activities
together with the nonderivative instruments
with which they are risk managed. All amounts
are recorded in principal transactions revenue
in the Consolidated Statements of Income for
the years ended December 31, 2011, 2010 and
2009, The amounts below do not represent a
comprehensive view of the Firm's trading
activities because they do not include certain
revenue associated with those activities,
including net interest income earned on cash
instruments used in trading activities and gains
and losses on cash instruments that are risk
managed without derivative instruments.

IMdorgan Chase & Co /20011 Annual
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the fair value of the derivative contracts after
giving effect to legally enforceable master
netting agreements and cash collateral held by
the Firm, These amounts represent the cost to
the Firm to replace the contracts at then-
current market rates should the counterparty
default.
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Notes to consolidated financial statements

While derivative receivables expose the Firm to the counterparty, at the fair value of the

credit risk, derivative payables expose the Firm derivative contracts. The fallowing table shows
to liquidity risk, as the derivative contracts the aggregate fair value of net derivative
typically require the Firm to post cash ar payables that contaln contingent collateral or
securities collateral with counterparties as the termination features that may be triggered
mark-to-market ("MTM") of the contracts upon a downgrade and the associated collateral
moves in the counterparties’ favor, or upon the Firm has posted in the normal course of
specified downgrades in the Firm's and its business at December 31, 2011 and 2010.

subsidiaries’ respective credit ratings, Certain
derivative contracts also provide for
termination of the contract, generally upon a
downgrade of either the Firm or

Derivative payables contalning downgrade triggers

Decernber 31, (in millions) 2011 2019
Aggregate fair value of net derivative payables 516937 5 19997
Collateral pasted 11,429 14,629

The following table shows the impact of a single-notch and two-notch ratings downgrade to
JPMorgan Chase & Co. and its subsidiaries, primarily JPMorgan Chase Bank, National Association
{JPMorgan Chase Bank, N.A."} at December 31, 2011 and 2010, related to derivative contracts with
contingent collateral or termination features that may be triggered upon a downgrade.

Liquidity impact of derivative downgrade triggers

2011 2010
Single-notch Two-notch  Single-natch  Two-notch
Degermber 31, (in millionsh downgrade downgrade  downgrade dowmgrade
Amount of additional collateral to be posted 3 1,460 % 2054 % 1504 & 1462

Amount required to setile contracts with termination triggers

1,054 1,923 430 994

The following tables show the carrying value of derivative receivables and payables after netting
adjustments and adjustments for collateral held and transferred as of December 31, 2011 and
2010,

Impact of netting adjustments on derivative receivables and payables

Derivative receivables Derivative payables
Decermber 31, {in millionsh 2011 2010 2011 2000
Gross dermvative fair value 31, 884499 51529412 51837256 5 485109
Metting adjustment — offsetting receivables/payables(al (1,710,525} (1,376,969} (1,710,523} (1,376,969)
Memting adjustment - cash collateral received  paidial (81,4371 (71,2620 {51,756) (3E3921)
Carrying value on Consolidated Balance Sheets 5 92477 5 BO4B) 5 T49TT 5§ 69219
Total derivative collateral
Collateral held Collateral transferred
Decemnber 31, (in millionsh 2011 201o 2011 2010
Metting adjustment for cash collateral™? 5 B1, 497 5 7562 % 51,756 § 38,921
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Liguid securities and ather cash collateral™ 21,807 16.4B6 19,439 10,899
Additional liquid securities and cash collateralic 17,615 18,048 10,824 B,435
Total callateral for derivative transactions 5 120919 5§ 10GA%E 5 B2,019 5 5E.25%

{a} As permicted under LS. GAAP, the Firm has elected to net cash coflateral received and paid together with the related
derivative receivables and derivative payables when a legally enforceable master netiing agreement exists.

(b} Represents cash collateral received and paid that is not subject 10 a legally enfarceable master netting agreement, and
liguid securities eollateral held and transferred,

{c) Represents liguid securities and cash collateral held and transferred at the indtlation of derivative transactions, which is
available as security against patential exposurs that could arise should the fair walue of the ransactions move, a5 wall
as collateral held and transferred related vo contracts that have non-daily call frequency for collateral to be posted, and
collateral that the Firm or a cosnterparty has agreed to return but has not yet sertled as of the reporting date, These
amounts were not netted against the derivative receivables and payables in the tables above, because, at an individual
counterparty level, the callateral exceeded the fair value expoiure at both UDeeember 31, 200 1 and 2000,

JPMorgan Chase & Co. /2011 Annual
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Credit derivatives

Credit derivatives are financial Instruments
whose value Is derived from the credit risk
associated with the debt of a third-party (ssuer
(the reference entity) and which allow one party
(the protection purchaserh to transfer that risk
to another party (the protection seller). Credit
derivatives expose the protection purchaser to
the creditworthiness of the protection seller, as
the protection seller Is required to make
payments under the contract when the
reference entity experiences a credit event,
such as a bankruptcy, a failure to pay its
obligation or a restructuring, The seller of
credit protection receives a premium for
providing protection but has the risk that the
underlying instrument referenced in the
contract will be subject 1o a credit event,

The Firm |s both a purchaser and seller of
protection in the credit derivatives markeat and
uses these derivatives for two primary
purposes. First, in its capacity as a market-
maker in the dealer/client business, the Firm
actively risk manages a portfolio of credit
derivatives by purchasing and selling credit
pratection, predominantly on corporate debt
abligations, to meet the needs of custamers. As
a seller of protection, the Firm's exposura to a
given reference entity may be offset partially, or
entirely, with a contract 1o purchase protection
fram another counterparty on the same or
similar reference entity. Second, the Firm uses
credit derivatives to mitigate credit risk
associated with its overall derivative receivables
and traditional commercial credit lending
exposures (loans and unfunded commitments)
a5 well as to manage its exposure to residential
and commercial morgages. In accomplishing
the above, the Firm uses different types of
credit derivatives. Following is a summary of
various types of credit derlvatives.

Cragic default swaps

Credit derivatives may reference the cradit of
either a single reference entity (“single-name’}
of a broad-based index. The Firm purchases
ang sells protection on both single- name and
index-reference obligations. Single-name CO%
and index CO5 contracts are OTC derivative
contracts. Single-name COS5 are used to
manage the default risk of a single reference
entity, while index CD5 contracts are used to
manage the credit risk associated with the
broader credit markets or credit market
segments. Like the S&P 500 and ather market
indices, a CD5 index comprises a portfolio of
CD5 across many reference entities, New series
of CDS indices are periodically established with
A new underlying portfolio of reference entities
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For both single-name CDS contracts and index
COS5 contracts, upon the occurrence of a credit
event, under the terms of a CD5S contract
nelther party to the COS contract has recourse
1o the reference entity. The protection
purchaser has recourse to the protection seller
far the difference hetween the face value of the
CDS5 contract and the fair value of the reference
obligation at the time of settiing the cradit
derivative contract, also known as the recovery
value, The protection purchaser does not need
ta hold the debt instrument of the underlying
reference entity in order (o receive amounts
due under the CD5 contract when a credit event
OCCUrs.

Credit-related notes

A credit-related note 15 a funded credit
derivative where the issuer of the credit-refated
note purchases from the note investor credit
protection an a referenced entity. Under the
contract, the Investor pays the issuer the par
value of the note at the inception of the
transaction, and In return, the issuer pays
periodic payments to the investor, based on the
credit risk of the referenced entity. The [ssuer
also repays the investor the par value of the
note at maturity unless the reference entity
experiences a specified credit event. If a credit
event occurs, the issuer |s not obligated to
repay the par value of the note, but rather, the
Issuer pays the investor the difference between
the par value of the note and the fair value of
the defaulted reference obligation at the time
of sertlement. Neither party (o the eredit-
related note has recourse to the defaulting
reference antity. For a further discussion of
credit-related notes, see Note 16 on pages
256-267 of this Annual Report.

The following tables present a summary of the
notional amounts of credit derivatives and
credit-related notes the Firm sold and
purchased as of December 31, 2011 and 2010,
Upon a credit event, the Firm as a seller of
protection would typically pay out only a
percentage of the full notional amaunt of net
protection sold, as the amount actually
required to be paid on the contracts takes into
Account the recovery value of the reference
obligation at the time of settlemant, The Firm
manages the credit risk on contracts to sell
protection by purchasing protection with
identical or simifar underbying reference
entities. Other purchased protection referenced
in the following tables includes credit
derivatives bought on related, but not identical,
reference positions {including indices, portfaolio
coverage and other reference pointsh as well as
protection purchased through credit-related
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to reflect changes in the credit markets. If ane notes.
of the reference entities in the index
experiences a credit event, then the reference
entity that defaulted is removed from the
index, CD5 can also be referenced against
specific portfolios of reference names or
against customized exposure levels based on
specific client demands: for example, to
provide protection against the first 31 millian
of realized credit losses im a $10 million
portfolio of exposure, Such structures are
commaonly known as tranche CD5S.

Ptergan Chase & Co. 2011 Annual
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Motes to consolidated financial statements

The Firm does not use notional amounts of credit derivatives as the primary measure of risk
management for such derivatives, because the notional amount does not take into account the
probability of the occurrence of a credit event, the recovery value of the reference obligation, or
related cash instruments and economic hedges, each of which reduces, in the Firm's view, the risks
associated with such derivatives.

Total credit derivatives and credit-related notes

Maximum payeut/ Notional amount

Protectian
purchased with Nat protection Other
Protection Identical protection

Decemnber 31, 2011 (in millsonsh sold undertyingsE “uld:l.rp:lr:hi“d purchased?d
Credit derfvatives

Credit default swaps § (2,839,492) § 2,798,207 § (41,285} 5 29,139
Other credit derivatives® (79,711} 4,954 (74,757} 22,292
Total eredit derivatives (2,919,203 2,803,161 (116,042} 51,431
Cradit-relared notes (742) - 742y 3,944
Total § (2,919,945 % 803,961 § (116,784) § 55,375

Maximum payout/ Notional amosnt
Protection
Protection P“r:'::::::"h e r:::::u}n

December 31, 2010 {in millions) sold underkyings® u.nld].rp:lrl:h.\wd ::lth.as-ed“i“
Credit derivatives

Credit detaulr swaps §(2,659.240) § 2,652,313 § {6,927} § 32,867
Onher credit derivatives® 1937700 13,016 (83,7600 24,234
Total credit derivatives (2,753,006 2,662,329 (90,687} 57,001
Credit-related notes {2,008 — {2,008} 3,327
Total § (27550240 5 1662329 § (92,695 § 60428

{a) Primarily consists of total return swaps and credit default swap options,

{b) Represents the ratal national amaunt of protection purchased where the underlying reference instrument is identical to
the reference instrument on protection sobd, the notonal amount of protectien purchased for each individuwal identical
underlying reference instrument may be greater or lower than the notienal amount of protection sold.

{c) Does mot take inte acceunt thie fair value of the reference abligation at the time of senlemnant, which would generally
rediece the amount the seller of protection pays to the buyer of protection in determining settlement value,

{d) Represents protection purchised by the Firm through single-naeme and index credit default swaps or credit-related
notes.

The following tables summarize the notional and fair value amounts of credit derivatives and
credit=-related notes as of December 31, 2011 and 2010, where JPMorgan Chase is the seller of
protection. The maturity profile is based on the remaining contractual maturity of the credit
derivative contracts. The ratings profile is based on the rating of the reference entity on which the
credit derivative contract is based. The ratings and maturity profile of credit derivatives and credit-
related notes where JPMorgan Chase is the purchaser of protection are comparable to the profile
reflected below.

Protection sold - credit derivatives and credit-related notes ratings
13 ¢ maturity orofile
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Tatal
Degember 31, 2011 {in millions) =1 year | 5 years =5 yEATL natbonal amount  Fair valus'b!
Risk rating of reference entity
Investment-grade 5 (352,215 % (1,262,143) 5§  (345,556) 5 0.560,354) 5 (57.687)
Monifvestment-grade (241,823) (589,954) (127.614) (959,581) (B5,304)
Total 5 (5940380 5 (,B52,097) %  (473EN00 % (2,919,945) 5 (143,001)
Total
Decermber 31, 2010 (in millians) <1 year 1-5 years =5 wears  notbonal ameunt  Fair valug!
Risk rating of reference entity
Investment-grade 5 (IT7SEIEN S (0,1%4695) % (336,300 % 1,706,622 § r2a1)
Monimvestment -grade (148,434} (T2, 638) {197.330) 0,048, 402) (59,9349)
Total 5 (3240520 5 (1.BO733NF (533.63m 5 2,755,024} § (772000

{a) The ratings scale is based on the Firm’s internal ratings, which generally correspond to ratings as defined by S8F and
Moody"s.

(b} Amounts are shown on a gross basks, before the benefin of legally enforceable master netting agreements and cash
collateral received by the Firm,

Jeiorgan Chase & Co. /2011 Annual
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Note 7 — Noninterast revenue

Investment banking fees

This revenue category includes advisory and
equlty and debt underwriting fees.
Underwriting fees are recognized as revenue
when the Firm has rendered all services to the
issuer and s entitled to collect the fee from the
Issuer, as long as there are no other
contingencies associated with the fee,
Underwriting fees are net of syndicate expense;
the Firm recognizes credit arrangement and
syndication fees as revenue after satisfying
certain retention, timing and yield criteria,
Advisory fees are recognized as revenue when
the related services have been performed and
the fee has been earned.

The following table presents the components of
Investment banking fees,

Yoar ended Decemnber 31,

{in millions) 2011 z0ng 2009
Underwriting

Equisty § 1,081 5 158% % 2487
Db 2,934 3,172 27319
Toral underwriting 4,115 4,761 5,226
Agdwisorya 1,796 1A% 1,861
Total investmaent banking

fess 5 5911 % 6,19 § 7087

{a} Effective fanuary 1, 2010, the Firm adopted accounting
guidance related to VIEs. Upon adoption of the
guidance, the Firm consalidated its Firm-administered
mulli-teler conduits. The consafidatson of the canduits
did mot significantly chamge thie Firm™s net income as a
whinle; hvwever, certain advisary foes considered inter
campany were eliminated while pet nterest ingame and
lending- and-depasin -related feed increased.

Principal transactions

Principal transactions revenue consists of

trading revenue as well as realized and

unrealized gains and losses on private egquity

Investments, Trading revenue is driven by the

Firm's client market-making and client driven

activities as well as certain risk management

activities.

The spread between the price at which the Firm
buys and sells financial instruments and
physical commodities inventories to and from
its clients and other market-makers is
recognized as trading revenue. Trading revenue
also includes unrealized gains and fosses on
financial instruments (including those for which
the fair value option was elected) and
unrealized losses on physical commadities
Imventories (generally carried at the lower of
cost or fair value) that the Firm holds in
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Year andmd December 31,

fim millligns) 2011 20060 Flilal]
Trading revenue by rsk

exposune

Ingerasy rane § (B73) 3 09K 5 3681
Credit 3,383 4,543 546
Foreign exchange 1,154 I 9% M7
Ecjuily 2,401 2275 2,056
Commoadins 1,823 BB 1,270
Total trading revenue B.808 404 BETO
Private equity gains/

flasses 1 1,107 1,490 T4
Principal transactions= $10,005 510894 5 9790

fa) inchides reslired gaing snd Fosses amd enreafured loses on
plessscal commaedises imserionas that ee generaly camed ai
s lower of et or Bier walus, snd gsing and losies on
£ty durivElivis i pihas finandial iRdCrumsarn tal ae
Larried 38 List walue theaugh inconse. Comsmodity defivalined bl
frequenthy uied io manage the Firm's éik exposaire to 1B
physdcal commaod ites ivsemceiei.

i inchutes revesdiE 00 privits 9 guity mestments hsld in the
Peivents Exjiiity hudinans within Corporas Privace Eguiny, ax il
A Ehode el it GEhel bisdineds segments

el Primcips tramiartiont nchuded VA iekited i dereatieds and
structared liabiligies measured at fair value i 1B DVA gaksi;
flosses) ware 518 bl S seibion, 20 525 bt for The yRars
wnded Deeender 11,700, J900 and 7008, 1epectively

Lending- and deposit-related fees

This revenue category includes fees from loan
commitments, standby letters of credit,
financial guarantees, deposit-related feas in
liew of compensating balances, cash
management-refated activities or transactions,
deposit accounts and other loan-servicing
activities. These fees are recognized over the
period in which the related service is provided.

Asset management, administration and
commissions

This revenue category includes fees fram
investment management and related services,
custody, brokerage services, insurance
premiums and commissions, and other
products. These fees are recognized over the
period in which the related service is provided.
Performance-based fees, which are earned
based on exceeding certain benchmarks or
other performance targets, are accrued and
recognized at the end of the performance
period In which the target s met.

The following table presents components of
assel management, administration and
commissions,

Year ended December 31,
i rdllions)

ASet mandgerent

200 2010 009
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inventary as a market-maker to meet client
needs, or for risk management purposes,

The fallowing table presents principal
transactions revenue by major underlying type
of risk exposures. This table does not include
other types of revenue, such as net interest
income on trading assets, which are an integral
part of the overall performance of the Firm's
client-driven trading activities.

JPtdorgan Chase & Co. /2011 Annual
Repaort
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IFveSTmEnt mManagement

fees § 6,085 5 5632 § 4,997
Al other assel

managemant fees 605 496 156
Total asset management

fees 6,690 6,128 5,353

Total administratian feesiad 2,17 2.02% 1,927

Commission and ather fees

Brokerage commissions 2,753 2,804 2,904
Al other coammissions and
fees 2,480 2,544 2,156
Total commisskens and
fees 5.233 5.348 5,260
Total asset management,

adminkstration and

commissions $ 14,094 413,499 512,540

ta) includes fees for custody, securities lending, funds
services and securities clearance,

211
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Motes to consolidated financial statements

Mortgage fees and related income

This revenue category primarily reflects RF5's
mortgage production and servicing revenue,
including: fees and income derived from
martgages originated with the (ntent 1o sell;
morigage sales and servicing including losses
related to the repurchase of previously-sold
loans, the impact of risk management activities
associated with the mortgage pipeline,
warehouse loans and M5Rs, and revenue
related to any residual interests held from
mortgage securitizations, This revenue
category also includes gains and losses on
sales and lower of cost or fair value
adjustments for mortgage loans held-for-sale,
as well as changes in fair value for mortgage
|oans originated with the intent to sell and
measured at fair value under the fair value
option. Changes in the fair value of RFS
mortgage servicing rights are reported In
mortgage fees and related income, Net interest
Income from mortgage loans, and securities
gains and losses on AFS securities used in
mortgage-related risk management activities,
are recorded in interest income and securities
gains /llosses), respectively, For a further
discussion of M53Rs, see Note 17 on pages 267-
271 of this Annual Report.

Credit card income

This revenue category includes interchange
Income from credit and debit cards and net
fees earned from processing credit card
transactions for merchants. Prior to 2010, this
revenue category included servicing fees
earned in connection with securitization
activities; such fees have been eliminated in
consolidation since January 1, 2010, when the
Firm consolidated its Firm-sponsored credit
card securltization trusis (see Note 16 on
pages 256-267 of this Annual Report). Credit
card income Is recognized as earned. Annual
fees and direct loan origination costs ane
deferred and recognized on a stralght-line
basis ower a 12=-month period. Expense related
to rewards programs is recorded when the
rewards are earned by the custamer and netted
against interchange income.

Credit card revenue sharing agreements

The Firm has contractual agreements with
numerous affinity organizations and co-brand
partners {collectively, "partners”), which grant
the Firm exclusive rights to market ta the
members or customers of such partners. These
partrers endarse the credit card programs and
provide their mailing lists to the Firm, and they
may also conduct marketing activities and
provide awards under the various credit card
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MNote 8 — Interest income and Interest
expense

Interest income and (nterest expensa is
recarded in the Consolidated Statements of
Incame and classified based on the nature of
the underlying asset or liability. Interest income
and interest expense includes the current-
periad interest accruals for fimancial
instruments measured at fair valus, except for
fimanchal instruments containing embedded
derivatives that would be separately accounted
for in accardance with U.S. GAAP absent the fair
value option election; for those |nstruments, all
changes in fair value including any interest
elements, are reported [n principal transactions
revenue. For financial instruments that are not
measured at fair value, the related Interest s
included within interest income or interest
expense, as applicable.

Detalls of interest income and interest expense
were as follows,

Year énded December
31,

{in millns) 201 000 009
Interest incame

Lmans § 3709835 40,3885 38704
Securities 9,15 3,540 12377
Trading assots 1.4z h.oo? 12,068

Federal funds <old and
SeCurifies purchaded
wrder pesale

AgrEEMEnTs 2,523 |, FEE 1,750
Sequrities burrowed 1o 175 4
Beposits with banks £499 345 aig
Mher assetsta BO6 541 474
Total interest income™) 61,293 b3, 782 bb.350
Irterest expense
Intesest-besring
dEpasits 3,855 3424 4 526
Short-tenm and other

Biaklif s ieHd) 2,873 L5064 2,780
Long=term debi 6,109 5.848 7368
Baneficial inferests

rssued by consabidaned

WiEs 76T 1,145 JUB
Total interest expense™ 13,604 12,781 15,198
et interest income 47,689 51,000 51,152
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programs, The terms of these agreements
generally range from three to 10 years,

The Firm typically makes incentive payments to
the partners based on: new account
originations; charge volumes; and, the cost of
the partners” marketing activities and awards.
Payments based on new account ariginations
are accounted for as direct loan origination
costs. Payments to partners based on charge
volumes are deducted from interchange income
as the related revenue is earned. Payments
based on marketing efforts undertaken by the
partners are expensed by the Firm as incurred
and reported as noninterest expense.

212
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Prawision for credit
losses 7574 16,639 3205

Het Interest Income
afver provision far
credit losses § 400155 343625 19037

ta) Predominantly margin loans.

ibh Effective Janwary 1, 20010, the Firm adopled sccounting
guidance related 1o VIES. Upon the adoption of the
guidance, the Firm consolidated its Flrm-sponsored
credit card securitization trusts, its Firm-administered
multi-seller conduits and certain other consumer loan
securitization entities, primarily morigage-related. The
consolidation of these VIEs did not significantly change
the Firm's total net income. However, it did affect the
classification of items on the Firm®s Consalidated
Sratements of Income; as a result of the adoption af the
guidance, certain noninterest revenue was eliminated in
consolidation, offset by the recognition of interest
income, interest expense, and provision for credin
losses,

ich Includes brokerage custamer payables.

() Effective Janwary 1, 20011, the long-term pertion of
advanges from FHLBs was reclassified from other
borrowed funds to lang -term debt. The related intersdt
expense for the prior-year period has also been
reclassified to conform with the current presentation.

JPMorgan Chase & Co. /2001 Annuial
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Note 9 - Pension and other
postretirement employee benefit plans

The Firm's defined benefit pension plans and
|ts other postretirement employee benefit
(“OPEB") plans {collectively the “Plans”) are
accaunted for |n accordance with LS. GAAP far
retirement benefits.

Defined benellt pension plans

The Firm has a qualified noncontributory U5,
defined benefit pension plan that provides
benefits to substantially all U.S. employees. The
LS. plan employs a cash balance formula in the
form of pay and imterest credits 1o determine
the benefits 1o be provided at retirement, based
on eligible compensation and years of service.
Employees begin to accrue plan benefits afier
completing one year of service, and benefits
generally vest after three years of service. In
Movember 200%, the Firm announced certain
changes to the pay credit schedule and amount
of eligible caompensation recognized under the
LS. plan effective February 1, 2010, The Firm
alsa offers benefits through defined benefit
pension plans to qualifying employees in
certain mon=1L.5, locations based on factors
such as eligible compensation, age and /or
years of service,

It is the Firm's policy to fund the pension plans
In amounts sufficient to meet the requirements
under applicable laws, On January 15, 2009,
and August 28, 2009, the Firm made
discretionary cash contributions to its U5
defined benefit pension plan of §1.3 billion and
$1.5 billion, respectively. The Firm does not
anticipate any contribution to the U5, defined
benefit pension plan inm 2012 at this time. The
2012 contributions te the non-U.5, defined
benefit pension plans are expected to be

549 milllon of which $37 million are
contractually reguired.

|PMergan Chase also has a number of defined
benefit pension plans not subject ta Title 1V of
the Employee Retirement Income Security Aci
The most significant of these plans is the
Excess Retirement Plan, pursuant to which
certain employees earn pay and interest credits
on compensation amounts above the maximum
stipulated by law under a gualified plan. The
Firm announced that, effective May 1, 2009,
pay credits would mo longer be provided on
compensation amounts above the maximum
stipulated by law, The Excess Retirement Plan
had an unfunded projected benefit obligation in
the amount of $272 million and 5266 million,
at December 31, 2011 and 2010, respectively.

EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

Defined contribution plans

I1PMargan Chase currently provides two
qualified defined contribution plans in the U.5.
and other similar arrangements in cerain nan-
LS. locations, all of which are administered in
accordance with applicable local laws and
regulations. The most significant of these plans
15 The |PMorgan Chase 401(k} Savings Plan (the
“401(k) Savings Plan”), which covers
substantially all U.5, employees, The 401(k)
Savings Plan allows employees to make pretax
and Roth 401(k) contributions to tax-deferred
investment portfolios. The JPMorgan Chase
Common 5tock Fund, which is an investment
option under the 401 (k) Savings Plan, s a
nonleveraged employee stock ownership plan,

The Firm matched eligible employee
contributions up to 5% of benefits-eligible
compensation {e.g.. base pay) on a per pay
period basis through April 30, 2009,
commencing May 1, 2009 matching
contributions are made annually, Empioyees
begin to receive matching contributions after
completing a one-year-of-service requirement.
Employees with total annual cash compensatian
of §250,000 or more are not eligible for
matching contributions. Matching contributions
are immediately vested for employees hired
before May 1, 2009, and will vest after three
vears of service for employees hired on or after
May 1, 2009, The 401ik) Savings Plan also
permits discretionary profit-sharing
cantributions by participating companies tor
certain employees, subject to a specified
vesting schedule.

Effective August 10, 2009, JPMargan Chase
Bank, N.A. became the spansor of the WaMu
Savings Plan and that plan's assets were
merged into the 401(k) Savings Plan effective
March 31, 2010.

OPER plars

IPMoargan Chase offers postretirement medical
and life insurance benefits to certain retirees.
and postretirement medical benefits to
qualifying U5, employees. These benefits vary
with fength of service and date of hire and
provide far [imits on the Firm's share of
covered medical benefits. The medical and life
insurance benefits are both contributory,
Postretirernent medical benelits also are
offered to qualifying UK. employees.

IPMargan Chase's LS. OPEB abligation is
funded with corporate-owned life insurance
CCOU") purchased on the lives of eligible
employees and retirees. While the Firm owns
the COL policies, COLI praceeds (death
benefits, withdrawals and other distributions)
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may be used only 1o reimburse the Firm for its
net postretirement benefit claim payments and
related administrative expense, The UK. OPEB
plan is unfunded.
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Motes to consolidated financial statements

The following table presents the changes in benefit obligations, plan assets and funded status
amounts reported on the Consolidated Balance Sheets for the Firm's LS. and non-1L.5. defined
benefit pension and OPEB plans.

Defined benefit pension plans

A5 of or for the year ended December 31, W5, Mon-Us, OPER plangh
{im millions) 2011 2010 2om 2018 zom 2010
Change In benefit abligation

Benefit obligation, beginning of year 58,3200 $47.977) $(2,600) £42.536) 5 (B0} 501,025)
Benefits earned during the year (249) (2300 (36) (El] (n 2]
Interest cost on benefit ebligations (451} (468) (133) (126} (51} 155)
Plan amendments vie £ o n i =
Business combinations i s {12y tul =

Emplayes contributions My M (5) [C1] (B4} 17
Met gain/{loss} (563} (249) (160} (F1h (39) 13
Benefits paid 540 604 LE] oG 166 168
Expected Medicare Part D subsidy receipts Ma Wi A A (1o am
Curtailments = o = - 3 i —
Settlements o o 5 -

Special termination benefits _ - =y [1}] = —
Farelgn exchange impact and other il 12 m = 1
Eenefit obligation, end of year $(9,043)  S{8120)  5(2,829)  S(2.600H % (999 5§ (980
Change in plan assets

Fair value of plan asseis. beginning of year $10,828 s10.18 5 2,647 § 2432 1,381 51,269
Actual return on plan assets 147 1,179 277 228 T8 137
Firm contributions ir 35 169 157 2z ]
Employes contributions - . 5 4 _ -
Benefits paid (540} (B0} (93) (DB} (26} 128]
Settlements (54

Fareign exchange impact and other i s (16 (73 = =
Fair value of plan assets, end of year 10,472 :;I‘ 10,828 :1:: $2,989 g 2E4T O 51,435 £ 1,381
Funded [funfunded) statusa? § 1,420 ™ % 2508 % % 160 § 47 £ 436 5§ 4
Accumulated benefit obligation, end of year (9,008  S{8.2710  S(2,800)  H{2.5TGN HA, M

{a} Represents overfunded plans with an aggregate balance af 52 & killion and 43.% hilliom af Becember 31, 20011 and 2000,
respectively, and underfunded plans with an aggregate balance of $421 miltion and 5561 mallion a1 December 312001 and
1010, respecthvely.

(b Represents change resulting From acquisition of RBS Sempra Commodities business in 2000

{c)  Ar December 10,2001 and 2010, approximately 5426 millon and S385 million, respectively, of U5, plan assets included
participaticn rights under participating annuity contracts.

{d} At December 31, 2001 and 2010, defined benefit pension plan amounts mot measured at fair value included $50 million and
%57 milliom, respectively. of acorued receivables, and 5245 millnm and S187 million, respectively, of accrued liabibities, for
W5, plans; and $% milkon and 3% mellion, respectively, of accrued recervables , and at December 31, 2011, 569 million of
accrued Habilitees, for pon-0U.5. plans.

(e} Does not include any amaunts attributable fo the Washington Mutual Qualified Pension plan. The dispesition of this
plan remained subject to litigation and was not determinable at December 31, 20011 and 2010,

{0 Includes an unfunded accumulated postretirement benefit obligation of $33 mallion and 536 milkon at December 31, 2001 and
010, respectively, for the UK, plan,
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Gains and losses

For the Firm's defined benefit pension plans,
fair value is used to determine the expected
return on plan assets. Amortization of net gains
and losses is included in annual net periodic
benefit cost if, as of the beginning of the year,
the net gain or loss exceeds 10% of the greater
of the projected benefit obligation ar the fair
value of the plan assets. Any excess is
amaortized over the average future service
period of defined benefit pension plan
participants, which for the U5, defined benefit
pension plan is currently nine years.

214
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For the Firm's OPEE plans, a calculated value
that recognizes changes in fair value over a
five-year period is used to determine the
expected return on plan assets, This value is
referred to as the market related value of
assets. Amortization of net gains and losses,
adjusted for gains and losses not yet
recagnized, is included in annual net periodic
benefit cost if, as of the beginning of the year,
the net gain or loss exceeds 10% of the greater
of the accumulated postretirement benefit

abligation or the market related value of assets.

Any excess s amortized over the average

JPMorgan Chase & Co. /20011 Annual
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future service period, which s currently five service remaining to full eligibility age, which is
years; however, prior service costs are currently three years.
amortized over the average years of

The following table presents pretax pension and OPEE amounts recorded in ACQCI,

Defined benefit pension plans

December 31, .5 Mon-U.5, OPEB plans

[in millions) 201 Z0ng 2011 200 2011 2000
Net gain/{loss) § [3BEES) 5 (2.637) % (544) § (566 % (O07E) 5 (11
Prior service credit/(cost) 278 2l 12 13 1 -]

Accumulated other comprehensive income /({loss), pretax,
end of year § 3,351 5 23060 % (5320 5 (353 3 (TR 4 (D

The following table presents the components of net periodic benefit costs reported in the
Consolidated Statements of Income and other comprehensive income for the Firm's U.S. and non-
5. defined benefit pension, defined contribution and OPEB plans.

Pension plans
us Mon-U.5, OFER plans

Year ended Decermber 31, (in milliomsh 2001 2000 2009 2017 2000 2002 2011 2000 2009
Components of net periodic benefit cost

Benefits earned during the year 5 249 523053713 5 3 F M5 28 5 15 25 3
Interest cost an benefit obligations 451 465 514 133 128 122 g1 55 65
Expected returm on plan assets 791} (742} (SB5) (147} (1261 (VD3H (B8) (96} 4971
AmMBFTZaTien

Met igain) /loss 165 235 3 48 56 a4 1 1}

Prigs service cost/{credit) 43) 43 4 {1 i . | 03 08
Curtailment (gain]/loss o i B N 5
Seltlement (gain)flass = 2 = o 1 ] — e o
Special rermination benefits . = 1 J -

Net periodic defined benefit cost 3 1 551 75 G0 Bl (#3) 53 (38
Other defined benefit pension plansta 9 L] 15 12 11 1z NA 1) Y
Total defined benefit plans 50 152 566 B7 101 93 {43) (53} {38
Total defined contribution plans 30 33F a5e 285 251 11G WA MA N
Tatal pension and OPEB cost included in

Compensation expenis § 420 5484 5925 $3I72 5352 53119 0§ (43)5 (531 % (38
Changes in plan assets and benefit obligations.

recagnized in other comprehensive income
Met (gaini/loss arising during the year 1.207 {187y [(16EF 25 211 1B8% 58 (54} {17&)
Prior service credit arising during the year o _ [3B4y . Amm (i . - .
Amoriization of ner loss (165) 225) (304) (48) 4561 (440 in [
Amortizatien of prior service [oost)/credit 43 43 (L] 1 1 -] 13 15
Curtallment (gain) /loss _ -~ - . o - o - 2
Sertlement loss [ioaink imn i
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123) 36 | i

Total recognized in other comprehenshe Income 1,085 (369) (Bd4)

(21 1w 173 65 (3% (160

Tatal recognized in net periodic benefit cost and

other comprehensive inoome $1,116 Se231) 5(293) § 54 § (200 % 254 § 22 5 (92 50198)

{a) Includes various defined benefit pension plans which are individually immaterial,
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Motes to consolidated financial statements

The estmated pretax amounts that will be amortized from AOQC! inte net periodic benefir cost in

2012 are as follows.

Defined benofit pension

plang PER plans
fin millionsh LS. MNon-1.5. WS Man-LL5
Mt loss i BT % 1 | T s
Prior service cost/(cred|t) (£} 1 i
Total 5 FLL 1 35 3 B §F

The following table presents the actual rate of return on plan assets for the U5 and non-1U.5,

defined benefit pension and QPER plans,

L5, Non-iL5,
Year ended Decemiser 11, 2011 2010 2009 2011 2010 2009
Actual rave of return;
Defined benefit ponsion plamt 0.72% 12238 13.78% Q(420)0=-13.12% 07710658 107 22.43%
OPER plans 5.21% 123 15.93% LY KA NA

Plan assumptions

|PMorgan Chase's expected long-term rate of
return for U.S, defined benefit pension and
OPEB plan assets is a blended average of the
investment advisor's projected long-term (10
years of moreh returns for the various asset
classes, weighted by the asser allocation.
Returns on asset classes are developed using a
forward-looking approach and are nat strictly
based on historical returns. Equity returns are
generally developed as the sum of inflation,
expected real earnings growth and expected
long-term dividend yield. Bond returns are
generally developed as the sum of inflation,
real bond yield and risk spread (as appropriate),
adjusted for the expected effect on returns
from changing vields. Other asset-class returns
are derlved from their relationship to the equity
and bond markets. Consideration s also given
to current market conditions and the shori-
term portfolio mix of each plan; as a result, in
2011 the Firm generally maintained the same
expected return on assets as in the prior year.

For the UK. defined benefit pension plans,
which represent the most significant of the
non=1.5. defined benefit pension plans,
procedures similar to those in the U5, are used
to develop the expected long-term rate of
return an plan

assets, taking into consideration local market
conditions and the specific allocation of plan
assets, The expected long-term rate of return
on LK. plan assets is an average of projected
long-term returns for each asset class. The
return on equities has been selected by
reference to the yield on long-term LULK.
government bonds plus an equity risk premium
above the risk-free rate, The expected return
on “AA" rated long-term corporate bonds is
based on an implied yield for similar bonds,

The discount rate used in determining the
benefit obligation under the U.5. defined
henefit pension and OPER plans was selacted by
reference to the yields on portfolios of bonds
with maturity dates and coupans that closely
match each of the plan's projected cash flows;
such portfolios are derived from a broad-based
universe of high-guality corporate bonds as of
the measurement date, In years in which these
hypothetical bond portfolios generate excess
cash, such excess is assumed to be reinvested
at the one-year forward rates implied by the
Citigroup Pension Discount Curve published as
of the measurement date. The discount rate for
the LK, defined benefit pension and OPEB
plans represents a rate Implied from the yield
curve of the yvear-end iBoxx £ corporate “AA°

I 5-year-plus bond index,

The following tables present the weighted-average annualized actuarial assumptions far the

projected and accumulated postretirement benefit abligations, and the components of net periodic
benefit costs, for the Firm's significant U.5. and non-U.5. defined benefit pension and OFEE plans,
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as of and for the periods indicated.

Weighted-average assumptions used to determine benefit

obligations
s, Mon-1.5,

Degember 31, 2011 2010 2011 2010
Discount rate:

Defined benelin penshon plans 4.60% 5.50% 1.50-4.50% 1.60-5.50%

QPER plans 4.70 5.50 L
Rate of compensation increase 4,00 4,00 2.75-4.20 3.00-4.50
Hedlth care codt trénd rate:

Assurmed lar next year .00 T.00 o o

Uhimane 5.00 5.00 _

Year when rate will reach ultimate 207 2007

IPMargan Chase & Co. /2001 Annual
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Weighted-average assumptions used to determine net periodic

benefit costs
us. Man-Li5
Year ended December 31, o 200 2009 2011 2010 20049
Discomunt rate:
Defined benefit pension plans 5.5 &.00% oEYE 1L.60-5.50% Z200.570% 00 6.20%
QPER plans 5.50 6.00 670 -
Expected long-1erm rate of return on
plam assets
Betined benelis ponsion plans 7.50 .50 T.50 2.40=5.40 06,20 2505940
CIPER plans 625 .00 r.oo LT A A
Rare of compenialion increass 4.00 4.00 &.00 3.00-4.50 300450 3.00-4 00
Health care cost trend rate:
Assurned for nexi year 700 r.e5 £.50 — ~ -
Ultimate 5.00 .00 5.00 .
Year when fate will reach uitimate 2017 2004 20014

The following table presents the effect of a
one-percentage-point change in the assumed
health care cost trend rate on JPMorgan Chase's
total service and Interest cost and accumulated
postretirement benefit abligation,

1=
Percentage
paimni
FCrEase

=
Parcentage
[l
decreaie

Wear ended Dedember 31,
200 1Gin mitlions)

Effect on total service and
INAEIEst Cos in
Effect on accumulaned
postretirement benefie
oblgation

&7 24

At December 31, 2011, the Firm decreased the
discount rates used to determine its benefit
obligations for the U.5. defined benefit pension
and OPEE plans in light of current market
interest rates, which will result in an increase in

expense of approximately $47 million for 20012,

The 2012 expected long-term rate of return on
.5, defined benefit pension plan assets and
LL.5. OPEB plan assets are 7.50% and 6.25%,
respectively, unchanged from 201 1. For 2012,
the initial health care benefit obligation trend
assumption will be set at 7.00%, and the
ultimate health care trend assumption and year
to reach ultimate rate will remain ar 5.00% and
2017, respactively, unchanged from 201 1. As
of December 31, 2011, the assumed rate of
compensation increase remained at 4 .00%. The

benefit pension expense of approximately $19
millian and an Increase in the related projected
benefit obligations of approximately $82
million, & 25-basis point decline in the
discount rates for the non-1U.5. plans would
result in an increase in the 2012 non-LU.5,
defined benefit pension plan expense of
approximately 11 million,

Investment strategy and asset allocation

The Firm's .S, defined benefit pension plan
assets are held in trust and are invested in a
well-diversified portfolio of equity and fixed
income securities, real estate, cash and cash
equivalents, and alternative Investments {e.g,,
hedge funds, private equity, real estate and real
assetsh, Non-U.5, defined benefit pension plan
assets are held in various trusts and are also
invested in well-diversified portfolios of equity,
fixed income and other securities. Assets of the
Firm's COLI policies, which are used to partially
fund the U.5. OPEB plan, are held in separate
accounts with an insurance company and are
invested in equiry and fixed income index
funds,

The investment policy for the Firm®s 1.5,
defined benefit pension plan assets is to
aptimize the risk-return relationship as
appropriate to the needs and goals using a
global portfolio of various asset classes
diversified by market segment, economic
sector, and jssuer. Assets are managed by a
combination of internal and external
investment managers, Periodically the Firm
performs a comprehensive analysis on the U5,
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2012 interest crediting rate assumption will be
set at 5.00%, as compared to 5.25% in 2011,

JPMorgan Chase's U5, defined benefit pension
and OPEB plan expense is sensitive ta the
expected long-term rate of return on plan
assets and the discount rate. With all other
assumptions held constant, a 25-basis point
decline in the expected long-term rate of
return on U.5, plan assets would result in an
increase of approximately an aggregate $29
million in 2012 U.5. defined benefit pension
and OPER plan expense. A 25-basis point
decline in the discount rate for the U.5. plans
wauld result in an increase in 2012 U.S. defined
benefit pension and OPEB plan expense of
approximately an aggregate %17 million and an
increase in the related benefit obligations of
approximately an aggregate 5192 million. A
25-basis point increase in the interest crediting
rate far the U.S. defined banefit pension plan
would result in an increase in 2012 U.5. defined

Mdrgan Chase & Co /20010 Annual
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defined benefit pension plan asset allocations,
incorporating projected asset and liability data,
which focuses on the short-and long-term
impact of the asset allocation on cumulative
pension expense, economic cost, present value
of contributions and funded status. Currently,
approved asset allocation ranges are: U.5.
equity 15% to 35%, intermational equity 15% to
25%, debt securities 10% to 30%, hedge funds
10% to 30%, and real estate, real assets and
private equity 5% to 20%. Asset allocations are
not managed to a specific target but seek to
shift asset class allocations within these stated
ranges. Investment strategies incorporate the
econaomic outlook, anticipated implications of
the macroeconomic environment on the various
asset classes /managers, and maintaining an
appropriate level of liguidity for the plan.
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Motes to consolidated financial statements

The Firm regularly reviews the asset allocations
and all factors that continuously impact the
portfolio, which is rebalanced when deemed
necessary.

For the WK, defined benefit pension plans,
which represent the most significant of the
non-L.5, defined benefit pension plans, the
assets are invested to maximize returns subject
to an appropriate level of risk relative to the
plans’ liabilities. In order to reduce the volatility
in returns relative to the plan’s liability profiles,
the LK. defined benefit pension plans’ largest
asset allocations are to debt securities of
appropriate durations, Other assets, mainly
equity securities, are then invested for capital
appreciation, to provide long-term investment
growth, Similar to the U.5. defined benefit
pension plan, asset allocations for the LK,
plans are reviewed and rebalanced on a regular
basis.
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Investments held by the Flans include financial
instruments which are exposed to various risks
such as interest rate, market and credit risks.
Exposure to a concentration of credit risk is
mitigated by the broad diversification of both
U.5. and non-1U.5. investment instruments.
Additionally, the investments in each of the
commaon/collective trust funds and registered
investment companies are further diversified
into various finamcial instruments, As of
December 31, 2011, assets held by the Firms
.5, and non-1.5. defined benefit pension and
OFER plans do not include [PMorgan Chase
commaon stock, except in connection with
investments in third-party stock-index funds,
The plans hold investments in funds that are
sponsored or managed by affiliates of JPMorgan
Chase in the amount of 1.6 hillion and

£1.7 billion for U.5, plans and $194 million and
£155 million for non-1.5. plans, as of
December 31, 2011 and 2010, respectively,

The following table presents the weighted-average asset allocation of the fair values of total plan
assers at December 31 for the years indicated, as well as the respective approved range/target
allocation by asset category, for the Firm's U.5, and non-U.5. defined benefit pension and OFEE

plans,
Defined benefit pension plans
.5, Non-U.5. OPEE plans™

Target % of plan assets Target % of plan assets Targpet % of plan assers
Decernber 31, Allacation 2011 2010 Allscation 20011 2010 Allocation 20011 2010
Asset category
Debt securities!al 10-30% 20% i 2% Ta% TN S 505 S
Equity securities 25 60 EE] 40 27 25 28 50 50 50
Real estare 5-20 5 4 o -
Alteonativesit! 15 50 36 27 1 1 1 -
Total 1oo% 100% 100K 100% 1008 100% 1008 100% 10005

{a) Debt securities primarily inchede corporate debt, LS. federal, state, local and mon-ULS. government, and mangage-

backed securties.
{b)  Alernatives primarily include limited partnerships,

() Represents the U.S. OPEE plam anly, as the UK. OPER plan ks unfunded.
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Fair value measurement of the plans’ assets and llabilities

For information on fair value measurements, including descriptions of level 1, 2, and 3 of the fair
value hierarchy and the valuation methods employed by the Firm, see Note 3 on pages |1 84-198 of
this Annual Report,

Pension and OPEB plan assets and liabllities measured at fair

value
Man-LL5. defined benefit pension
LLS. defined benefit pension plan plarms
Total
December 31, 2011 Total fair fair
fin millions} Level ] Leyel?  Lewel 1 walue Leswel | Lewel 2 Lewel 3 walue
Cash and cash equivalents s 5 _ 3 _ 5 ur f 72 5 _ 3 _ %t n
Equiry securities:
Capital equipment GO7 7 e G4 69 12 - -1
Consumer goods BAT i - 657 54 30 o 94
Banks and linance companies nl 2 o 3 83 13 . 96
Business serdices 332 o . 332 48 1a . 58
Energy 173 173 52 10 62
Materials 161 - 1 162 35 [ - 41
Real Estate n o = 11 1 iy 1
Other TEG 274 = 1,040 160 H 5 165
Total equity securithes. 3,008 283 1 3,292 512 B6 = 538
Comman callective trust fundyia 401 1,125 202 1,728 138 170 =k s
Limited partnerihips i
Hedge funds _ 933 1,039 1,972 _ _ _ o
Private equity - 1,367 1,367 - - - -
Real estate 106 306
Real assers'dl s - 264 264 s == - —
Total limited partnerships 5 933 297 3,909 = = =iz —
Corporate debt securitses'= L S44 F 546 = G58 5 958
LS. federal, state, local and non-1U.5,
gavernment debt securities - 328 = 328 s o904 o 904
Mortgage-backed securities 122 El = 158 7 - & 17
Derivative receivables 1 F) - 3 Ly 7 i 7
Cithari oz 60 a7 589 74 65 ¥ 139
Total assets measured at fair valpe/25h £3.751 $3,311 353608 510,670 f 813 %2190 % %3003
Derivative payables _ {3 _ (3 _ (1)) . {1}
Total Habilities measured st fair value $ _ 5§ s _ 3 mrs _ 5 Ms _ 5 M
JPviorgan Chase & Co./ 2001 Annual
Repost 219
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Motes to consolidated financial statements
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Han-U.5. defined benefit pension

LS defined benefit pension plans plans
Total
Decembrer 31, 2010 Total fair fair
lin millions) Level | Level2  Level 3 value Level | Lewel 2 Level 3 walue
Cash and cash equivalents - % % __<% s 81 S _ 5 _ 5 8
Equity Securities:
Capital equipment 748 9 757 [t} 13 81
Consumer goads e - N 2 75 Fd _ a6
Banks and finance companies 414 1 415 13 ] 122
Business services i -~ - 4d4 53 10 o 63
Energy 195 185 59 7] &5
Materials 205 - 205 50 13 63
Real estate 21 21 1 1
Other B57 1] o B63 194 I i 210
Total equity securities 3.506 16 iel2 613 &8 7o
Comman /collective trust fundstaxbi 436 1,263 194 1.6%3 46 180 226
Limited partnerships-#
Hedge lunds 950 I, 160 2,119
Private equity - - 1,232 1,232 - - o .
Real estane 304 4
Real assersd!
Toaal limited partnesships s 95% 2,696 3655 ¥
Corporate debt securitsas™ 424 1 425 Ti8 718
LL.5. federal. state. local and non-U.5,
gowernment debt securities 453 —x 453 o EGd EF B
Maortgage-backed Lecurities |EE 55 243 1 1
Derivalive receivables 2 194 - 196 — i = 3
Other ne 58 387 &63 18 51 ]
Total assets measured at fair value/=9h S4.440 53422 531278 511,140 $ 759 51,504 5§ _ 32,663
Derivative payables Nn¥n (177} (25 {25)
Tatal Rabilithes measured at fair value 5 SO 5 _ 5 Ommes 5 2% 5 LI F A

{2} Ar December 31, 2001 and 3010, comemen/collective trust funds generally include commingled funds that primarily included
1% and 31%. respectively, of short-term investment funds; 19 and 219, respectively, of equity (index) Investmenis;
and L% and 16%, respectively, of international investments,

{b) The prior period has been revised to consider redemption notification periods, in determining the classification of
imvestments within the Fair value hierarchy.

{£)  Unfunded commitments to purchaie limited partnership investments for the Plans were 512 hilles and $1.1 hiltaon for
2011 and 2000, respedtively.

{d) Real assets include investments in prodective assets such as agriculiure, energy rights, mining and timber properties
and exclude raw land to be develaped for real estate purposes.,

{2} Corporate debr securities include deby securities of US. and non-1.5, corparations,

{fi  Other consisty of exchange traded funds and participating and non-participating annuity contracts., Exchange traded
funds are primarily classified within bevel | of the fair value hiesarchy given they are valued using market observable
prices, Participating and nan-participating annulty contracts are classified within level 3 of the falr value hierarchy due
1o lack of market mechanisms for transferring each policy and surrender restrictions.

(@) AL December 31, 2001 and 2010, the Tair value of investments valued at NAY were 539 billion and %4 1 billion, fespectively,
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wiich were classified within the valsation hierarchy as follows: %004 bilbon and 50.5 biflion im bevel 1, 521 billion and
S22 hillion 0 lewel 2 and $1.4 Bllion and 504 billios 0 level 3,

() AL Dhecember 31, 2001 and 2010, excluded U5, defined benefit pension plan receivables for investments sold and dividends
and interest receivables of 550 mllion and %52 milkion, respectively, and excluded non-U.5. defined benefit pension plan
receivables for dividends and interest receivables of 556 million and 59 milkion, respectively,

(i) AE December 30, 2001 and 2010, excluded 5341 million and $140 million, rédpectively, of U.5. defined benefit pertion plan
payables for investments purchased. and 54 million and 538 millon, respectively, of other liabilities; and excluded non-
U5, defined bepefit pension plan payables for investments purchased of 569 million at December 31, 2011,

The Firm's OPEB plan was partially funded with COLI policies of $1.4 billion, at December 31, 2011
and 20010, respectively, which were classified in level 3 of the valuation hierarchy.

JrMergan Chase & Co. /20011 Annual
220 Report
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Changes in level 3 fair value measurements using significant unobservable

inputs
Actual retwrn on plan assets Purchages, Tranthers
Fair valwe, Realized sales and in and ar Fair value,

Year ended December 31, 2001 January 1, gains/ Unrealized seutlements, our of December
{in millions) FOLR {losses) qains flosses) net level 3 1, 200
LS. defined benefit pension plans
Equities 1 _ % I 1 1 . 1 | I 1 i
Comman (oollective trust funds 194 35 1 {28) _ 202
Limited partnerships

Hedge funds 1,160 (16} 27 (76) {56) 1,039

Private equily 1,232 H 2 w i 1,367

Real asrare 304 B &0 14 (60) L

Real assens 5 [ 150 116 264
Total imited partnerships 2,606 53 b2 165 - 2,976
Corporane debt securities 1 _ _ 1 _ 2
Onker 387 _ 41 n _ 427
Total U.5, plans. 3 327 5 BB %5 104§ 137 5 1 3 3,608
Non-1.5. defined benefit pension
plans
Cher 5 _ 5 _ 3 _ 5 i 2 = —
Total non-L.5. plans H BRg s | == ¥ _ 3 — X T =
OFEE plans
oLl I - ] _ 5 m s 24) 5 1 1,427
Total OPER plans 5 138 3 _ 5 70 5 24) § _ 5 1427

Actual return on plan assets  pooopases  Trandfers
Fair value, Kealired sales and in and for Fair value,

Year ended Decemnbser 31, 2000 January 1, gains/ Unrealized senlements, aut of December
fin millions) 200 {losses) gains /(losses) net level 3 31, 2010
1.5, defined benefit pension plans
Equities H I - % 1 _ % _ % —
Commaon /osliective trust funds's! 284 (9a) 194
Limited partnerships

Hedge Funds -1 (n [E] 188 | 1160

Private squity B74 3 108 235 12 1,232

Real gsrare 196 3 15 89 304

Real assens
Total limited partnerships. 1,750 5 138 M2 al 2696
Corporate debt securites 1 [
Onher 334 53 387
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Total U.5. plans § 2368 % 5 % ol § Mz % 92 8 31278
MHon-U.5, defined benefit pension

plans

Cither ] 13 3 _ % (1 % (LI — ¥ —
Total non-1.5. plans L1 17 3 I 1 m s na s _ 5 o
OPEE plans

oLl 5§ 1,269 % 5 137 5 25 % 5 1,381
Tatal OPEE plans 5§ 1269 % _ 5 137§ 25 § R

JPMargan Chase & Co. /2011 Annual
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Motes to consolidated financial statements

Actual return on plan assets g opo Teanshers
Fair valwe, Realized sales and in and/or Fair value,

Year ended Decemnber 31, 2009 January 1, gains/ Unrealized senlements, aut of December
lin millioas) 2009 (lossesh pains ({losses) nel level 3 i1, z009
L5, defined benefit pension plans
Equities ] % o % R 1 % -
Comman /oollective trust fundgial 340 (56) 284
Limited partnerships

Hedge funds 553 136 [k GED

Private equity amn i [LH] 80 {15) 874

Heal estate 203 (1aFy 104 196

Real assens _ = 1 i = —
Total limited partmerships 1,566 28 LEa {15) 1,750
Corporate debt securities
Cnkier ns . (-] _ _ 334
Total U.5, plans. L 1+ | B ] _ & @ 3 LI (1% 3 2,368
MNon-U.5, defined benefit pension
plans
Other i 4 3 i n 3 ¥ H 13
Total non-U.5. plans L1 4 3 — 5 n 5 _ 5 = X 13
OPEE plans
CoLl i 1,02 3§ H 172 5 (L H 1,269
Total OPEE plans 5 1,026 § 1 172 5 29 5 _ 5 1,269

{a) The prior period has been revised to consider redemption notification periods in determining the classification af
imvestments within the Fair value hierarchy.

Estimated future benefit payments

The following table presents benefit payments expected to be paid, which include the effect of

expected future service, for the years indicated. The OPEB medical and life insurance payments are

net of expected retiree contributlons.

LS. defimed Man-LL.5. defined OPER befare
vear ended Decemnber 31, benefit pension benefic pension Medicare Fart D Medicare Fart D
(in milligns) plans plans subsidy subsidy
ronz 5 1,038 3% a5 5 6 5 11
2003 1,035 29 95 12
2004 610 1o a4 13
2008 G0 1o 92 14
FO0GE B3 & ol 14
Years 2017 2021 3,084 658 404 BO
Mote 10 - Employee stock-based years and 50% after three years and convert
incentives into shares of common stock at the vesting

date, In addition, RSUs typically include full-
career eligibility provisions, which allow
employees to continue to vest upon voluntary

Employee stock-based awards
I 2011, 2010 and 2009, |PMorgan Chase
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granted long-term stock-based awards to
certain key employees under the 2005 Long-
Term Incentive Plan (the “2005 Plan”). The 2005
Plan became effective on May 17, 2005, and
was last amended in May 2011. Under the
terms of the amended 2005 plan, as of
December 31, 2011, 318 million shares of
commaon stock are available for issuance
through May 2015. The amended 2005 Plan is
the only active plan under which the Firm is
currently granting stock-based incentive
awards, In the following discussion, the 2005
Plan, plus prior Firm plans and plans assumed
as the result of acquisitions, are referred to
collectively as the “LTI Plans,” and such plans
constitute the Firm's stock-based incentive
plans,

Restricted stock units ("RSUS™) are awarded at
no cost to the recipient upon their grant. RSUs
are generally granted annually and generally
vest at a rate of 50% after two

222
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terminatian, subject to post-employment and
ather restrictions based on age or service-
related requirements, All of these awards are
subject to forfeiture until vested and contain
clawback provisions that may result in
cancellation prior to vesting under certain
specified circumstances. RSUs entitle the
recipient to receive cash payments equivalent
ta any dividends paid on the underlying
common stock during the period the RSUs are
outstanding and, as such, are considered
participating securities as discussed in Note 24
an page 277 of this Annual Report.

Under the LTI Plans, stock options and stock
appreciation rights ("SARs") have generally been
granted with an exercise price equal to the fair
value of |PMorgan Chase's common stock on
the grant date. The Firm typically awards SARs
1o certain key employees once per year; the
Firm also

JPMergan Chase & Co, /20011 Annual
Report
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periodically grants employee stock aptions and
SARs to individual employees, The 2011, 2010
and 2009 grants of SARs to key employees vest
ratably aver five vears (i.e., 20% per year) and
contaln clawback provisions similar to RSUs,
The 20011 and 2010 grants of SARs contain
full-career eligibility provisions; the 2009
grants of SARs do not include any full-career
eligibility provisions. SARs generally expire

10 years after the grant dare.

The Firm separately recognizes campensation
expense for each tranche of each award as if it
were a separate award with its own vesting
date, Generally, for each tranche granted.
compensation expense is recognized on a
straight-line basis from the grant date until the
vesting date of the respective tranche, provided
that the employees will not becaome full-career
eligible during the vesting period. For awards
with full-career eligibility provisions and
awards granted with no future substantive
service requirement, the Firm accrues the
estimated value of awards expected to be
awarded to employees as of the grant date
without giving consideration to the impact of
post-employment restrictions. For each tranche
granted to employeses who will became full-
career sligible during the vesting period,
compensation expense is recognized on a
straight-line basis from the grant date until the
earlier of the employes's full-career eligibility
date or the vesting date of the respective
tranche.

RSUs, employee stock options and SARs activity

EDINETOOOO
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The Firm's policy for issuing shares upon
settlement of employee stock-based incentive
awards is 1o issue either new shares of commaon
stock or treasury shares. During 2011, 2010
and 2009, the Fiem settled all of its employee
stock-based awards by Issuing treasury shares.

In January 2008, the Firm awarded ta its
Chairman and Chief Executive Officer up to 2
million 5ARs, The terms of this award are
distinct from, and more restrictive than, ather
equity grants regularly awarded by the Firm,
The SARs, which have a 1 0-year term, will
becomse exercisable no earlier than Janwary 22,
2013, and have an exercise price of $39.83,
The number of SARs that will become
exercisable (ranging from none to the full 2
millian} and their exercise date or dates may be
determined by the Board of Directors based on
an annual assessment of the performance of
both the CEQ and JPMorgan Chase. The Firm
recagnizes this award ratably over an assumed
five-year service period, subject to a
requirement o recognize changes |n the fair
value of the award through the grant date. The
Firm recognized $(4) millian, 34 millian and
59 million in compensation expense in 2011,
2010 and 2009, respectively, for this award.

Compensation expense for RSUs is measured based on the number of shares granted multiplied by
the stock price at the grant date, and for employes stock options and 5ARs, is measured at the
grant date using the Black-Scholes valuation model. Compensation expense for these awards is
recognized in net income as described previously. The following table summarizes JPMorgan Chase’
5 RSUs, emplovee stock options and SARs activity for 2011,

R5lis Oprians 3ARs
Weighted-
Year ended Decernber 31, 2001 Weighied average
average Weighted-  remaining
gramt AvErAGE contractual Aggfegate
{in thausands, except weighted - average Mumber of  date fair Wumberol  exercise fife i nringic
data, and where atherwise stated) shares wiblae awards price yeaTs) vl
Ourstanding, [anwary 1 234,121 § In.45 234,527 § 43.33
Granted 506%7 44,05 15,300 4427
Exercised or vestod R L] 26,95 (15,404 3227
Forfeited {5.488) 317,06 {4, 168) 39.56
Canceled L LY & (74,489 51.77
Curstanding, December 31 166631 § 3765 155,761 § 4058 46§ 419887

694/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

Exercisable, December 31 NA NA 106,335 41.89 i1 260,309

The total fair value of R5Us that vested during the years ended December 31, 2011, 2010 and
2009, was $5.4 billion, $2.3 billion and $1.3 billion, respectively. The weighted-average grant date
per share fair value of stock options and SARs granted during the years ended December 31, 2011,
2010 and 2009, was $13.04, §12.27 and £3.24, respectively. The total intrinsic value of options
exercised during the years ended December 31, 2011, 2010 and 2009, was 5191 million,

%154 million and %154 million, respectively,

Jorgan Chase & Co. /20011 Annual
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Motes to consolidated financial statements

Compensation expense

The Firm recognized the following noncash

compensation expense related (o its various
employee stock-based incentive plans in Its
Consolidated Statements of Income.

vear ended Decermnber 31, in

millians) 2011 2010 2009

Cost af priar grants of RSUs
anel SARs that are amortized
over their applicahle vesting
perinds $1.986 52479 52510

Accrual of estimated costs of
R5Us and 3ARS to be granted
in future peripds including
those to full-career eligible

employees G689 Tz Bas

Total noncash compensation
expense related to emiployee

stock-based Incentive plans 52,675 $3.251 53,355

At December 31, 2011, approximately

$1.3 billion (pretax) of compensation cost
related ta unvested awards had not yet been
charged to net income. That cost is expected to
be amortized into compensation expense aver
a weighted-average period of 1.0 year. The
Firm does not capitalize any campensation cost
related to share-based compensation awards to
employees,

Cash flows and tax benefits

Income tax benefits related to stock-based
incentive arrangements recognized in the Firm'
5 Consolidated Statements of Income for the
years ended December 31, 2011, 2010 and
2009, were $1.0 billion, $1.3 billion and

$1.3 billion, respectively.

The following table sets forth the cash received
fram the exercise of stock options under all
stock-based incentive arrangements, and the
actual income tax benefit realized related o tax
deductions from the exercise of the stock
OpLions.

Year ended December 31, (in

il lbzns) 2011 2000 2009

Cash received for options
exercised § 354 5 205 5 437

Tax benefit realized'a? N 4 1

{a) The tax benefit reallzed from dividends or dividend
equivalents paid on equity-classified share-based
payment awards that are E"Ilrl;!ﬂ' to retained earnings
are reconded as an increase 1o additional paid-in capital
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The expected volatility assumption |s derived
frem the implied velatility of JPMorgan Chase's
stock options. The expected life assumption is
an estimate of the length of time that an
employee might hold an option or SAR before it
is exercised or canceled, and the assumption is
based on the Firm's historical experience.

Note 11 - Noninterest expense

The following table presents the components of
noninterest expense,

Yoear ended December

31, din millionsh 2011 2010 2004

Compensation

sxnengetd % 29,037 § 28124 § 16928
x

Nonoompensation

BXPENEE
Occupancy expense 3,895 1.6E1 3,666
Technology,
COMMUnications
and equigment
expense 4,947 4,654 4,624
P bonal
:f:f:e :_::::1 7482 G767 6237
Marketing 3,143 2446 1,777
Oaher expenselhiicl 13,559 14,558 7,504
Amortization of
. 848 936 1,050
Total
noncompensation 33,874 33072 24943
EXPENSE
Merger costs P 48713
Toul roninterest o o811 5 61196 5 51,352

BXPENSE

fa) Expmnse for 2000 includes a payroll tax expense related
to the United Kingdom (UK.") Bank Payrall Tax on
certain compensation awarded from Decemnber 3, 2009,
1o April 5, 2070, 1o relevant banking employees.

(bb Included litigation expense of $4.9 ballion, $7.4 kilon and
%1a1 millson for the years ended Decesber 51, 2011, 2010
and 2009, respectively.

ich Included foreclosed property expenss of 5718 million, $1.0
Billica ane %1 4 hilkion far the years ended December 31,
001, 7010 and 2009, respeciively.

idh Total merger-relsted costs for the year ended
December 31 2009, were comprised of 5247 million in
compensation costs, 512 million in 0Ccupancy oosts, and
L322 millson in technology and communications and ather
LSl
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and included in the pool of excess tax benefits available
to absorb tax deficiencies on share-based payment
awards.

Valuation assumptions

The following table presents the assumptions
used to value employee stock aptions and SARs
granted during the years ended December 31,
20110, 2010 and 2009, under the Black-5choles
valuation maodel.

Year ended December 31, 20011 2000 2009
Weighted -average annuealized
valuation assumptions

Risk-free interest rate 2508% 3.80m 233
Expected dividend yleldia! 220 313 140
Expected common stock price

wolatility 34 v 56
Expected life (in years) 6.5 6.4 6.6

(@) In 2001, the expected dividend yield was determined
using forward-leoking assumptions. In 2000 and 2004
the expected dividend yield was determined using
historical dividend yields.

JPorgan Chase & Co, /2001 Annual
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Note 12 - Securities

Securltles are primarily classified as AFS or
trading. Trading securities are discussed in
Wote 3 on pages 184-198 of this Annual
Report. Securities are classified primarily as AFs
when used (o manage the Firm's éxposure to
interest rate movements or used for longer-
term strategic purposes. AFS securities are
carried at fair value on the Consolidated
Balance Sheets. Unrealized gains and losses,
after any applicable hedge accounting
adjustments, are reported as net increases or
decreases (o accumulated other comprehensive
Income /{loss). The specific identification
method is used 1o determine realized gans and
losses on AFS securities, which are included in
securities gains/(losses) on the Consolidated
Statements of Income.

Other-than-tempaorary impalrment

AFS debt and equity securities in unrealized
loss positions are analyzed as part of the Firm's
ongoing assessment of other-than-temporary
impairmeant ("OTTI). For most types of debt
securities, the Firm considers a decline in fair
value to be other-than-temporary when the
Firm does not expect to recover the entire
amaortized cost basis of the security. Far
beneficial interests in securitizations that are
rated below “AA" at their acquisition, or that
can be contractually prepaid or otherwise
settled in such a way that the Firm would nat
recaover substantially all of its recorded
Imvestment, the Firm considers an OTTI to have
occurred when there Is an adverse change in
expected cash flows. Far AFS eguity securities,
the Firm cansiders a decline in fair value to be
other-than-temporary if it is probable that the
Firm will not recover its amortized cost basis

Potential OTTI i considered using a variety of
factors, including the length of tme and extent
tarwhich the market value has been less than
cost, adverse conditions specifically related to
the industry, geographic area or financial
condition of the issuer ar underlying collateral
of a security, payment structure of the security;
changes to the rating of the security by a rating
agency, the volatility of the fair value changes:
and the Firm's Intent and abillty 1o hald the
security untll recovery.

For debt securities, the Firm recognizes OTT1
|osses in earnings if the Firm has the intent (o
sell the debt security, or if it is mare likely than
not that the Firm will be required to sell the
debt security before recovery of its amontized
cost basis, In these circumstances the
Impairment loss is egual to the full difference
between the amortized cost basis and the fair
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The Firm's cash Flow evaluations take into
account the factars noted above and
expectations of relevant market and economic
data as of the end of the reporting period. For
securities Issued in a securitization, the Firm
estimates cash fows considering underlying
Ioan-level data and structural features of the
securitization, such as subordination, excess
spread, overcollateralization or other forms of
credit enhancement, and compares the |osses
prajected for the underlying collateral ("pool
lasses”) against the level of credit enhancement
in the securitization structure to determine
whether these features are sufficient to absorb
the pool losses, or whether a credit loss exists.
The Firm also performs ather analyses to
suppaort its cash flow projections, such as first-
loss analyses or stress scenarios,

For equity securities, OTT! losses are
recagnized in earnings If the Firm intends to
sell the security, In other cases the Firm
considers the relevant factors noted above, as
well as the Firm's intent and ability to retain its
investment for a period of time sufficient to
allow for any anticipated recovery in market
value, and whether evidence exists to support a
realizable value equal to or greater than the
carrying value. Any impairment [oss on an
equity security is equal to the full difference
betwesn the amortized cost basis and the fair
value of the security.

Reallzed gains and losses

The following table presents realized gains and
losses and credit losses that were recognized in
income from AFS securities.

Year endad Decamber 31,

e rvillvainsd 2000 00 2009
Realized gamt F1.B101 53382 52268
Realised losses (142} (31T {5800
Het realized gainsi® 1.669 3.06% 1688
Credit lasses ncluded in

securities gainsml 78} (oD ISTE)
et securitles galns $1.583 $2.965 310119

Lol Mroceeds from securities sobd were within approximately
% of amortkzed.cost in 200, and within approsimately
o of amortized cose in 2000 and 2000

ibh Includes aiher-than-temporary [mpaicment losaes
recagnized in iNCOMme on CErain prime martgage
backed securities far the year ended Decemher 31, 2011;
certaln prime morigage-backed securities and
ahligationg of LS, states and municipalities for the year
ended Vecesher i, 5010; and certam prime and subprime
mangage-backsd securities and abligations of LS,
states. and manicipalities for the year ended Do ber 11
L]
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value of the securities. When the Firm has the
intent and ability to hold AFS debt securities in
an unrealized loss position, it evaluates the
expected cash flows to be received and
determines if a credit loss exists. In the event
of a credit loss, only the amount of impairment
associated with the credit loss is recognized in
income, Amounts relating to factors other than
credit losses are recorded in OCH.

IMorgan Chate & Cao 2001 Annual
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Motes to consolidated financial statements

The amortized costs and estimated fair values of AFS and held-to-maturity ("HTM?) securities were
as follows for the dates indicated,

2011 2000
Cross Croas Cross Groesy
Amoartized unrealized wunrealized  Fair Amoartized wnrealized unrealized  Fair
Decernber 31, (in millionsh €051 Gaing lnsses value [} Gains losses value

Avallable-for-sale debt securities
Martgage-backed decurities:
LS, gowvernment agencies'd) 5101968 § 5.141 % z $107,107 $117,364 § 3,159 § 297 120,226

Residential:
Prime and Afl-A 2170 54 Fal- B 2,006 2173 8l 2501 2,004
Subprime 1 o o 1 1 =, = 1
Hon-LL5 66,067 7o GET 65,550 47,089 290 409 46,970
Commercial 10,632 650 53 11,229 5169 F0z 17 5,654

Total mortgage-backed securities 180,838 6,015 BED 185,893 171,796 4,032 4973 174,855
W5 Treasury and gowernment

agenciesidl B84 169 z B, 351 11,258 118 1B 11,348
Obligations af U.S. states and

municipalities 15,404 1184 4B 16,540 11,732 165 338 11,559
Certificates of deposit jmy 3mz 3,648 I 2 3647
Non-U.5, government deb

securities 44,944 402 Bl 45,265 20,614 191 2B 20,777
Corporate debt securities™ 63,607 216 1,647 62,176 6177 493 419 B1,793

Asser-backed securities:

Credit card receivables 4,506 149 4,655 T.278 335 5 7608
Collateralized loan abligations 34,474 553 166 24,861 13,336 472 210 13,598
Oitheer 11,273 102 57 11,318 E 968 130 16 0,082
Total availabbe-for-sale debt
securities 356,247 8,790 2961 362076 310,347 5939 2009w 314267
Aailable-for-sale equity
securities 2,693 4 2 2,705 1,894 163 G 2,051
Total avallable-for-sale securities $358,940 5  B.804 52,9630 $364,781 $312.241 % 6002 $2025% 3316318
Total held-to-maturity securities  § 12 3 s _ % 13 5 18 3 23 L 20

{a) Includes totlal LS. governmenl-spansored enterprise abligations with fair values af 8593 billion and $84 2 hillon at
Diecennber 31, 20011 and 2010, respectively, which were predominantly mortgage-related.

{b) Consists primarily of bank debt including sovereign government-guaranted bank debt.

{c) Includes a total of 591 millien and 5133 milln (pretax) of unreabtized losses related 10 prime mongage- backed securities
for which credit losses have been recognized In income at December 11, 2001 and 2010, respectively, These unrealized
lasses are not credit-related and rermain reported in AQCI.

JPstorgan Chase & Co, /2001 Annual
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Securitles Impalrment
The following tables present the fair value and gross unrealized losses for AFS securities by aging
category at December 31, 2011 and 2010,

Securities with gross unrealized losses

Less than 12 manths I 2 months ar maee
Gross Gross Tatal gross
unrealized unrealized Total fair unrealized
December 31, 2011 {in millions) Fair value losses Fabr value losses value losses
Avnilable-for-sale debt securithes
Morigage-backed securities:
U5, government agencies i 2,724 % F I 1 i § 274 3 2
Residential;
Prime and Alt-4 B49 12 70 206 1,619 218
Subprime e _ - - = -
Han-LL5. 30,500 266 25,176 421 55,676 687
Commercial 837 53 = — 837 53
Total mortgage-backed securities 34,710 333 26,146 627 60,856 960
WS, Treasury and government
agencies 3.369 F o - 3,369 2
Obligatiens. of U5, states and
municipalities 147 42 40 6 a7 48
Certificates af depasit o= S e = i .
Non-U.5. gavernment debr
securities 11,501 1] 1,286 15 13,187 81
Carparate debt securiiies 22,230 aa1 5,585 746 31,815 1,647
Asset-backed securities:
Credit card receivables = Ey iz o = =
Collareralized loan ablgations 5,610 49 3933 nzs 9,523 166
Oithear 4,735 40 1,185 17 5.920 57
Total  avallable-for-sale  debe
seturities 82,702 1,433 42,155 1,528 124,857 2,961
Axalable-for-sale equity securities 338 2 = = 338 2
Total securitles with gross
unrealized losses 5 B3040 3 1,435 § 42,155 § 1,528 § 125095 § 2,963
Securnties with gross unrealized losses
Less than 12 manths 123 months or mane
Cross Gross Total grass
unrealized unrealized Toral fair  wnrealized
December 31, 2010 lin millions) Fair value losses Fakr value lasses walus lasses
Available-for-sale debt securities
Muortgage-backed securities:
L5, government agencies § 14039 § 297 3§ H § 14039 § 297
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Residential:
Prime and Alt-A 1,183 250 1,193 250
Subprime = - - — - _—
MHan-11.5. 35,166 i 1,080 L] 36,246 a0
Commercial S48 14 1 3 559 17
Total morigage-backed securitles 49,753 690 2,284 283 52,037 973
5. Treasury and governmaent
agencies 921 28 221 28
Obligations of U.S. states amnd
municipalities 6,890 330 20 B 6,910 338
Certificates of deposit 1.771 Z 1,771 2
Non-U.5 government deld
seCurities 6,960 28 _ . 960 28
Corporate debt securities 18,783 418 90 1 18,873 419

Asser-backed securities:

Credit card receivables 345 5 345 5
Collateralized koan obligations 460 10 6,321 200 &7 210
Other 2,615 ] iz 7 2,647 16
Total availabbe-for-sale debt
securithes 85,153 1,515 8,092 S04 497,245 2,019
Awailable=for-sale equity securities ] L] 2 6
Total securities with gross
unrealized losses 5 848,153 § 1,515 5 509 § 510 5§ 97,247 § 2,025

JPMargan Chase & Co /20011 Annual
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Motes to consolidated financial statements

Cther-than-temporary impalrment

The following table presents credit losses that
are Included in the securities gains and losses
table above.

Year ended December 31,

{in milliens) 2011 2006 1000

Debt securitles the Flrm
does not intend o sell that
have credit losses

Toral other-than-wmporary

Imprainment lossey'sl £ @7 5 (M) 5 (946

Losses recarded in
lreclassified trom) other
comprehansive Income 49 (6} £

Total credit losses

rescognized in inoome=ho 5 {78) 3 000 5 (574)

{a} Far Initial OTTL represents the excess of the amortized
cost owor the Fair value of AFS debt securities. For
iubieguent impalrments ot the same seouriby,
represents additsonsl dechines in (air value subsequent
1o previously recorded OTT, if appdicable.

i) Represents the credit loss companent on ceraln prims
martgage-backed securities for 2001, certain prime
martgage-backed securities and obligations of L5,
states and municipalities. for 1600, and certain prime and
subprime martgage-backed securities and obligations
of U5, states and mnicipalivies foe 2004 that the Flom
does not mtend 10 sell. jubseguent credit losses may be
recorded on secarftins without a corresponding further
decling in lair value il there lias been a decline in
expected cash flows.

g} Excluded from this fable are OTTI lasses of 57 oullom
Thitt were: recognized in income in 2009, related o
subprime mangage-backed debt securities the Firm
intended to sell. These securities were sald n 3009,
resulting in the recognition of a recovery of &1 million.

Changes in the credit loss component of

credit-impaired debt securities

The following table presents a rollforward for

the years ended December 31, 2011, 2010 and

2009, af the credit loss component of OTTI

losses that have been recognized in income,

related to debt securities that the Firm does not
intend to sell.

‘ear ended December 31, {in
millions) 2007 200 2009

§ 6325 57E 3

Balance, beginning of period
Additions:
Mewly eradit- impaired
SECUritees q 578
Encre gie in losies on previogshy
credit-impaired securithes L

Losses: reclassilied Innm ather
PRI s iy sneneme o

EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

thar the securities with an unrealized loss in
ADQCH are not other-than-temporarily impaired
as of December 31, 2011,

Following Is a description of the Firm's
principal investment securities with the most
significant umrealized losses that have existed
for 12 months or mere as of December 31,
2011, and the key assumptions used in the
Firm's estimate of the present value of the cash
flows most likely to be collected from these
investments.

Mortgage-backed securities - Prime amd Aft-A
AORAgency

As of December 31, 2011, gross unrealized
Iosses related to prime and Alt-A residential
mortgage-backed securities issued by private
issuers were 5218 million, of which 3206
million related to securities that have been in
an unrealized loss position for 12 months or
maore, The Firm has previously recognized OTTI
an securities that are backed primarily by
maortgages with higher credit risk
characteristics based on collateral type, vintage
and geographic concentration, The remaining
securities that have not experienced OTTI
generally either do not possess all of these
characteristics or have sufficient credit
enhancements, primarily in the form of
subordination, to protect the investment. The
average credit enhancements associated with
the below Investment-grade positions that have
experienced OTTI losses and those that have
not are 1% and 18%, respectively.

The Firm's cash flow estimates are based on a
loan-level analysis that considers housing
prices, loan-te-value ("LTV"} ratio, loan type,
gengraphical locatian of the underlying
property and unemployment rates, among
other factors, The weighted-average underiying
default rate on the positions was forecasted to
be 25%; the related weighted -average [oss
severity farecast was 52%; and estimated
voluntary prepayment rates ranged from 4% 1o
| 9%, Based on the results of this analysis, an
OTTI loss of $76 million was recognized in
2011 on certain securities due to their higher
loss assumptions, and the unrealized loss of
5218 million is considered temporary as
management believes that the credit
enhancement levels for those securities remain
sufficient to support the Firm's investment.

Maorigage-backed securlties — Non-LLS.

As of December 31, 2011, gross unrealized
losses related to non-LL.5. residentlal
mortgage-backed securities were 3687 million,
of which §421 million related to securities that
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previously credit-impaired
securities T2 &
Reductions:

Sales of credit-impaired
SECUrities . 3n

lmpact of few accounting
guidance related to VIEs _ {15}

Balance, end of period § TOBE 632 5 378

Gross unrealized losses

Gross unrealized losses have generally
increased since December 31, 2010, including
those that have been in an unrealized loss
position for 12 months or more, As of
December 31, 2011, the Firm does not intend
to sell the securities with a loss position in
AOCI, and it is not likely that the Firm will be
required to sell these securities before recovery
of their amortized cost basis. Except for the
securities reported in the table above for which
credit losses have been recognized in income,
the Firm believes

228
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have been in an unrealized loss position for 12
manths or more, Substantially all of these
securities are rated “AAA," “AA" or "A” and
primarily represent mortgage exposures in the
United Kingdom and the Metherlands. The key
assumptions used in amalyzing non-U.5,
residential mortgage-backed securities far
potential credit losses include credit
enhancements, recovery rates, default rates,
and constant prepayment rates. Credit
enhancement is primarily in the form of
subordination, which is a form of structural
credit enhancement where realized losses
associated with assets held in an issuing
vehicle are allocated to the various tranches of
securities issued by the vehicle considering
their relative seniarity. Credit

JPsorgan Chase & Co. /2001 Annual
Report
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enhancement in the form of subordination was
approximately 10% of the outstanding principal
balance of securitized mortgage loans,
compared with expected lifetime losses of 1%
of the outstanding principal. In assessing
potential credit losses, assumptions included
recovery rates of 60%, default rates of 0.25% to
0.5% and constant prepayment rates of 15% to
20%. The unrealized loss is considered
temporary, based on management's
assessment that the estimated future cash
flows together with the credit enhancement
levels for those securities remain sufficient to
suppart the Firm's investment,

Corporare gdebi securities

As of December 31, 2011, gross unrealized
losses related to corporate debt securities were
£1.6 billion, of which 746 million related to
securities that have been in an unrealized loss
position for 12 months or more. Substantially
all of the corporate debt securities are rated
investment-grade, including those in an
unrealized loss position. Various factors were
considerad in assessing whether the Firm
expects to recover the amortized cost of
corporate debt securities including, but not
limited ta, the strength of issuer credit ratings,
the financial condition of guarantors and the
length of time and the extent to which a
security's fair value has been less than its
amartized cost. The fair values of securities in
an unrealized loss position were on average
within approximately 4% of amortized cost,
Based on management's assessment, the Firm
expects to recover the entire amortized cost
basis of all corporate debrt securities that were
in an unrealized loss position as of

December 31, 2011,

JPtdorgan Chase & Co. /2000 Annual
Repart
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Assar-backed securities - Collateralized loan
obligations

As of December 31, 2011, gross unrealized
losses related to CLOs were 5166 million, of
which 5117 million related to securities that
were in an unrealized loss position for 12
months or more, Overall, losses have decreased
since December 31, 2010, mainly as a result of
lower default forecasts and spread tightening
across various asset classes. Substantially all of
these securities are rated "AAA" "AA" or “A” and
have an average credit enhancement of 30%,
The key assumptions considered in analyzing
potential credit losses were underlying loan and
debt security defaults and loss severity, Based
an current default trends for the collateral
underlying the securities, the Firm assumead
initial collateral default rates of 2% and 4%
beginning in 2012 and thereafter. Further, loss
severities were assumed to be 43% for loans
and 82% for debt securities. Losses on
collateral were estimated to ocour
approximately 18 months after default, The
unrealized loss is considered temporary, based
an management’s assessment that the
estimated future cash flows together with the
credit enhancement levels for those securities
remain sufficient to support the Firm's
investment,

229
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Motes to consolidated financial statements

Contractual maturities and ylelds
The following table presents the amortized cost and estimated fair value at December 31, 2011, of
JPMorgan Chase's AFS and HTM securities by contractual maturity.

By remaining maturity Due after one  Due after five

Degemnber 31, 2011 Due imane  year through  years through Due after

fin milliors) wear or less five wears 10 years 10 yearsich Tatal
Awailable-for-sale debt securities

Morigage - backed securitiesit!

Amartized cost H 15 3 1,666 3 3,932 § ITR225 % 1BOB3B

Fair value 15 1.653 #0731 ITE 152 185,893

Ayerage yeeld 5.04% 3.20% I.0E% 365 162%
W5 Treasury and government agengiesial

Amartized cost H 4,949 % 2,984 % 5 251 % 8,184

Fair value 4,952 3.099 _ I 8,351

Average yield(® 0.58% 2.20% % 180 1.27%
Obligations. of U5, states and municipalities

Amartized cost H 61§ ing % 1,132 § 13905 35 15,404

Falr value 62 36 1,206 14,946 16,540

Average yield™! 3.00% 3.66% 3.59% 4. 84% 4,72%
Certificates of deposit

Amartized cout 5 3,017 5 % _ 5 _ 5 3017

Faif value am7 . L ) 3017

Average yheld™! 4.33% % % % 4.33%

Non=U.5, government debt securities

Amartized cost i 20,863 % 15,967 % 7524 & Soh % 44 Ba4d
Fair value 20,861 16,106 7. o0 S0E 45,265
Average yheldDl 1.27% 2.06% 2.BE% 4,945 ¥ ¥y

Corporate debt securities

Amartized cost H 22,018 § EL R B 1 1,398 5 19 5 63607
Fair value 22,091 29,291 10,776 18 62,176
A rage yaeld o 2.05% 3.09% 4_45% 5.42% 297K

Asser-backed securities

Amartized cost H 24 5965 % 17951 & 16,335 % 40,253

Fair value 2 6,102 18,287 16,443 40,834

Average yield® 2.28% 2.858% 2.0 2518 2.35%
Total availabbe-for-sale debt securities

Amartized cost H 50,926 § 59,059 % 41,937 5 204325 % 356,247

Fair value 51,000 58,577 42,042 210,457 I 0ve

Ayerage yeeld®! 1.73% 2.75% 2.97% 3.64% 3. 14%
Ayallable-for-sale equity securities

Amartized cost H § § H 24693 % 2,693

Fair valug 2,705 2,705
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Average yield ™ _% ] _% 0.36% 0.38%
Total avallable-for-sale securities

Amartized cost L] 50,926 % 59,059 3 40,937 5 207018 5§ 358,940

Fair value 51,000 58,577 42,042 213,182 164,781

Ayerage yield! 1.73% 2. 75% 2.97% 3.60% 3.12%
Tatal held-to-maturity securities

Amartized cost § _ % B 3 E [ 1 12

Faii vilue — 9 3 1 13

Average yeeld®l W 6.90% 6.76% B.4B% b.B4%

{a) L5 government agencies and LS, government-sponsored entenprises were the only issuers whose securities exceeded
11 of Hviorpan Chase's total stockholders’ equity at December 31, 2011,

i{b) Average yield is computed using the effective yield of each security owned at the end of the period. weighted based on
the amortized cost of each security, The effective yield considers the contractwal coupon, amortization of premdums and
accretion of discosnts, and the effect of related hedging derivatives. Taxable-equivalent amounts are used where
applicable.

(c) Inchugdes secunities with no stated maturity. Substantialty al of the Firm's ressdential morigage-backed securities and
collateralized mortgage obligationy are due in [0 years or more, based on eontractual maturity. The estimated duraticn,
which reflects anticipated future prepayments based on a consensus of dealers in the market, is approximately theee years
for agency residential morrgage-backed securities, mo years For agency residential collateralized morgage obligations
and Foer years for nonagency residential collateralized mortgage obligations.

JPMorgan Chase & Co. /20011 Annual
230 Report
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Note 13 - Securities financing activities

|PMoergan Chase enters into resale agreements,
repurchase agreements, securities borrowed
transactlons and securities loaned transactions
(collectively, “securities financing agreaments’)
primarily to finance the Firm's Inventory
pOSICoNS, acquire securities 1o cover short
positions. accommodate customers’ financing
needs, and settle other securities obligations,

Securities financing agreaments are treated as
collateralized financings on the Firm's
Consolidated Balance Sheets, Resale and
repurchase agreements are generally carried at
the amounts at which the securities will be
subsequently sold or repurchased, plus accrued
interest, Securities borrowed and securities
loaned transactions are generally carnied at the
amount of cash coflateral advanced or recelved.
Where appropriate under applicable accounting
gudance, resale and repurchase agreements
with the same counterpary are reporied ona
net basis. Fees received and paid in connection
with securities financing agreements are
recorded in interest income and interest
expense, respectively,

The Firm has elected the fair value option for
certain securities financing agreements, For
further infarmation regarding the fair value
option, see Note 4 on pages 198 200 of this
Annual Report. The securities fimancing
agreements for which the fair value option has
been elected are reported within securities
purchased under resale agreements; securities
|oaned or sold under repurchase agreements;
and securities borrowed on the Consolidated
Balance Sheets. Cenerally, for agreements
carried at fair value, current-period interest
dccruals are recorded within interest income
and Interest expense, with changes in fair value
reported in principal transactions revenue,
However, for financial instruments containing
embedded derivatives that would be separately
accounted far In accordance with accounting
guidance for hybrid instruments, all changes in
fair value, including any Interest elements, are
reported In principal transactions revenue,

The following table details the Firm's securities
financing agreements, all of which are
accounted for as collateralized financings
during the periods presented.

Decernber 31,
i miliaas) 2011 2010
Securities purchased under

mesale agresmenis'd 5 235,000 § 222300
St uritied b rinaed il 142 462 123587
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The amaunts reported in the table above were
reduced by $115.7 billion and 5112.7 Billlan at
December 31, 2011 and 20010, respectively, as
a result of agreements in effect that meet the
specilied conditions far net presentation under
applicable accounting guldance.

JPMorgan Chase's policy 5 1o take possession,
where possible, of securities purchased under
resale agreements and of securities borrowed.
The Firm monitors the value of the underlying
securities (primarily G7 government securities,
L5, agency securities and agency MBS, and
equities) that it has received from its
counterparties and either requests additional
collateral or returns a portion of the collateral
when appropriate in light of the market value of
the underlying securities. Margin levels are
established Initially based upon the
counterparty and type of collateral and
monitored on an ongoing basis to protect
against declines in collateral value in the event
of default. JPMorgan Chase typically enters into
master netting agreements and other collateral
arrangements with its resale agreement and
securities borrowed counterparties, which
provide for the right to liguidate the purchased
or borrowed securities in the event of a
customer default. As a result of the Firm's
credit risk mitigation practices described above
on resale and securities borrowed agreements,
the Firm did not hotd any reserves for credit
impairment on these agreements as of
December 31, 2011 and 2010,

For fturther infarmation regarding assets
pledged and collateral received in securities
financing agreements, ses Mate 30 on page
289 of this Annual Report.

MNote 14 - Loans

Loan accounting framewark

The accounting for a loan depends an

management’s strategy for the lean, and on

whether the foan was credit-impaired at the
date of acquisition, The Firm accounts for loans
based on the following categaries:

« Onginated or purchased loans held-for-
Investment (1.2, "retained’), other than
purchased credit-impaired ("PCI") loans

+ Loans held-for-sale

- Loans at fair value

« PCl loans held=for=mvestment

The following provides a detatled accounting
discussion of these loan categories:

Loans held-for-invesiment fother than PCI
loans}
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Originated or purchased loans held-for-

Securities sold under investment, other than PCI loans, are measured
repurchase agreements’™  § 197,789 § 262,722 at the principal amount outstanding, net of the
Securities loaned 14,214 10,592 following: allowance for loan losses; net
charge-offs; interest applied to principal (for
{al At Decesber 31, 2011 and 2010, incliuded resale loans accounted for on the cost recovery
agreemants of 5249 kdlion and 5203 billson, respectively, method): unamartized discounts and

accounted lor at fair value. : = f §
{B) At Piecersber 31, 2011 and 2000, included seurities premiums; and net deferred loan fees or costs.

barrowed of $15.3 bilhon and S14.0 mblion, respectively, frarerd sl Incoumie
recounted for.at fale value, Interest income on performing loans held-far-
{c) A Decemsber 31, 2011 and 20010, Included repurchase investment, ather than PCI loans, is accrued

agreements of 5595 bellion and S4.1 billion, respactively, ! f
accounted for ar fair value. and recognized as interest

JPdargan Chase & Co. /200101 Annual
Report 231
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Motes to consolidated financial statements

income at the contractual rate of interest.
Purchase price discounts or premiums, as well
as net deferred loan fees or costs, are
amartized into Interest income over the life of
the loan to produce a level rate of return.

Nonacoruval foans

Wanaccrual loans are those on which the
accrual of interest has been suspended, Loans
{other than credit card loans and certain
consumer loans insured by LS. government
agencies) are placed on nonaccrual status and
considerad nonperforming when full payment
of principal and interest is in doubt, which for
consumer loans, excluding credit card, is
generally determined when principal or interest
is 90 days or more past due and collateral, if
any, is insufficient to cover principal and
interest, A loan is determined ta be past due
when the minimum payment is not received
from the borrawer by the contractually
specified due date or for certain loans {e.g.,
residential real estate foans), when a monthly
payment |s due and unpaid lor 30 days or
more. All interest accrued but not collected is
reversed against interest income at the date a
loan 15 placed on nonaccrual status. Inaddition,
the amortization of deferred amounts is
suspended. In cartain cases, interest income on
nonaccrual loans may be recognized to the
extent cash is received (e, cash basis) when
the recorded loan balance is deemed fully
collectible; however, if there 1s doubt regarding
the ultimate collectibillty of the recorded loan
balance, all interest cash receipts are applied to
reduce the carrying value of the loan (the cost
recovery method).

A loan may be returned to accrual status when
repayment Is reasonably assured and there has
been demonstrated performance under the
terms of the loan or, If applicable, the terms of
the restructured foan,

As permitted by regulatary guidance, credit
card loans are generally exempt from being
placed on nonacorual status; accordingly,
interest and fees related to credit card loans
continue to accrue until the loan is charged off
or paid in full. Howewver, the Firm separately
establishes an allowance for the estimated
uncallectible partion of billed and accrued
Interest and fee income an credit card loans.

Allowance for faan losses

The allowance for loan losses represents the
estimated probable losses on held-far-
Investment loans. Changes In the allowance for
loan losses are recorded in the provision for
credit losses on the Firm's Consolidated
Statements of Income. See Note 15 on pages
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Credit card loans are charged off by the end of
the month in which the account becomes

180 days past due, or within &0 days from
recelving notification about a specified event
{e.g., bankruptcy of the borrowerl, whichever is
earlier.

Consumer loans, other than risk-rated business
banking and auto loans and PCI loans, are
generally charged off to the allowance for loan
Iasses upon reaching specified stages of
delinquency, in accordance with the Federal
Financial Institutions Examination Council
(*FFIEC") policy. Residential mortgage loans and
scared business banking loans are generally
charged down to estimated net realizable value
ithe fair value of collateral less costs to sell) at
no later than 180 days past due.

Collateral-dependent loans are charged down
1o estimated net realizable value when deemed
impaired (for example, upon modification in a
troubled debt restructuring). A loan is
considered to be collateral-dependent when
repayment of the loan is expected to be
provided solely by the underlying collateral,
rather than by cash flows from the borrower™s
operations, Income or other resources.

When a loan is charged down to the estimated
net realizable value, the determination of the
fair value of the collateral depends on the type
af collateral (e,g.. securities, real estatel, In
cases where the collateral s in the form of
liquid securitles, the fair value is based on
quoted market prices or broker quotes, For
illiguid securities or other financial assets, the
fair value of the collateral is estimated wsing a
discounted cash flow model.

For residential real estate loans, collateral
values are based upon external valuation
sources, When it becames likely that a barrower
is either unable ar unwllling to pay, the Firm
abtains a broker’s price opinion of the hame
based on an exteriar-only valuation ("exteriar
opinions”), which is then updated at least every
six months thereafter. As soon as practicable
after taking physical possession of the property
through foreclosure, the Firm abtains an
appraisal based on an inspection that includes
the interiar of the home Cintenar appraisals®).
Exterior opinions and interior appraisals are
discounted based upan the Firm's experiance
with actual lguidation values as compared to
the estimated values provided by exterior
apinions and Interior appraisals, considering
state- and product-specific factors.

For comimerclal real estate loans, collateral
values are generally based an appratsals from
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252-255 for further infarmation on the Firm's
accounting polices for the allowance for loan
losses,

Charge-offs

Wholesale loans and risk-rated business
banking and auto loans are charged off against
the allowance for loan losses when it is highly
certain that a loss has been realized. This
determinatian includes many factors, including
the prigritization of the Firm's claim in
bankruptey, expectations of the

workout/ restructuring of the loan and valuation
of the borrower’s equity,

F& Fe
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internal and external valuation sources.
Collateral values are typically updated every six
to twelve months, either by obtaining a new
appraisal or by performing an internal analysis,
in accordance with the Firm's policies, The Firm
also considers both borrower- and market-
specific factors, which may result in obtaining
appraisal updates or broker price opinions at
more frequent intervals.

Loans held-for-sale

Held-for-sale loans are measured at the lower
of cost or fair value, with valuation changes
recorded in noninterest revenue. For wholesale
loans, the valuation is performed on an
individual loan basis. For consumer loans, the
valuation is performed on a portfolio basis.

JPMergan Chase & Co. /2011 Annual
Report
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Interest income on loans held-for-sale is
accrued and recognized based an the
contractual rate of interest.

Loan origination fees or costs and purchase
price discounts or premiums are deferred in a
contra loan account until the related loan is
sold. The deferred fees and discounts or
premiums are an adjustment to the basis of the
loan and therefore are included in the periodic
determination of the lower of cost or fair value
adjustmants and for the gain or losses
recognized at the time aof sale.

Held -far-sale lasans are subject to the
nomaccrual policies described above.

Because held-for-sale loans are recognized at
the lower of cost or fair value, the Firm's
allowance for loan losses and charge-off
policies do not apply to these loans.

Loams ar fair value

Loans used in a trading strategy or risk
managed on a fair value basis are measured at
fair value, with changes in fair value recorded in
noninterest revenue,

For these loans, the earned current contractual
interest payment |s recagnized in Interest
Income. Changes in fair value are recognized in
nonipterest revenue. Loan origination fees are
recognized upfront in noninterast revenue.
Loan origination costs are recognized in the
associated expense category as incurred.

Because these loans are recognized at fair
value, the Firm's nonaccrual, allowance for loan
losses, and charge-off palicies do not apply to
these lpans,

See Note 4 on pages 198-200 of this Annual
Report for further information on the Firm's
elactions of fair value accounting under the fair
value option. See Note 3 and Note 4 on pages
184-198 and 198-200 of this Annual Report
for further information on loans carried at fair
value and classified as trading assets.

PCI foans

PCI loans held=for=investment are initially
measured at fair value. PCI loans have evidence
of credit deterioration since the foan's
origination date and therefore it is probable, at
acquisition, that all coptractually required
payments will not be collected. Because PCI
loans are initially measured at fair value, which
includes an estimate of future credit lesses, no
allowance for loan losses related to PCI loans is
recorded at the acquisitlon date. See page 247
of this Nate for information on accounting for
PCI loans subsequent to their acquisithon.

Loan classification changes
Loans in the held-for-investment portfolio that
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value on the date of transfer. These loans are
subsequently assessed for impairment based
an the Firm's allowance methodology. For a
furthet discussion of the methodologies used in
estahlishing the Firm's allowance for loan
losses, see Note 15 on pages 252-255 of this
Annual Report.

Loan modifications

The Firm seeks to modify certain loans in
conjunction with its loss-mitigation activities.
Through the modification, |PMorgan Chase
grants one of more concessions to a borrower
who is experiencing financial difficulty in arder
ta minimize the Firm's economic loss, avoid
foreclosure or repossession of the collateral,
and to ultimately maximize payments received
by the Firm fram the borrower. The
concessions granted vary by program and by
borrower-specific characteristics, and may
include interast rate reductions. term
extensions, payment deferrals, or the
acceptance of equity or ather assets in lieu of
payments. In certain limited circumstances,
loan modifications include principal
fargiveness.

Such modifications are accounted for and
reparted as troubled debt restructurings
("TORs") A loan that has been modified ina
TOR is generally considered to be impaired
until It matures, |5 repaid, or 15 otherwise
liguidated, regardless of whether the borrower
performs under the modified terms. In certain
limited cases, the effective interest rate
dpplicable to the modified loan 15 at or above
the current market rate at the time of the
restructuning, In such circumstances, and
assuming that the loan subsequently performs
under Its modified terms and the Firm expects
ta collect all contractual principal and interest
cash flows, the loan |5 disclosed as impaired
and as a TDR only during the year of the
modification; in subsequent years, the loan is
not disclosed as an impaired loan or as a TDR
50 long as repayment of the restructured loan
under its modified terms |5 reasonably assured,

Loans, except far credit card Inans, modified in
@ TDR are generally placed on nonaccrual
status, although in many cases such loans were
dlready on nonaccrual status prior (o
modification. These loans may be returned to
performing status resuming the accrual of
intergst) if the following criteria are met: [a) the
borrower has performed under the modified
terms for a minimum of six months and /or six
payments, and (b} the Firm has an expectation
that repayment of the madified loan is
reasgnably assured based on, for example, the
borrower's debt capacity and level of future
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management decides to sell are transferred to
the held-for-sale portfolio at the lower of cost
or fair value on the date of transfer, Credit-
related losses are charged against the
allowance for loan losses; losses due to
changes in interest rates or foreign currency
exchange rates are recognized in noninterest
revenue,

in the event that management decides to retain
a loan in the held-for~sale portfolio, the loan is
transferred to the held-for-investment
portfolio at the lower of cost or fair

JPtorgan Chase & Co. /2011 Annual
Report
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earnings, collateral values, LTV ratios, and
ather current market considerations, In certain
limited and well-defined circumstances in
which the loan is current at the modification
date, such loans are not placed on nonaccrual
status at the time of modification,

Because loans modified in TDRs are considered
to be impaired, these loans are evaluated for an
asset-specific allowance, which considers the
expected re-default rates for the modified
loans and is determined based on the same
methodology used to estimate the Firm's
asset-specific allowance component. A loan
modified in a TOR remains subject to the asset-
speciflic allowance methodology

FEE]
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Motes to consolidated financial statements

throughout its remaining life, regardless of
whether the loan is performing and has been
returned to accrual statws. For further
discussion of the methodology used to
estimate the Firm's asset-specific allowance,
see Mote 15 on pages 252-255 of this Annual
Report,

Foreclosed property

The Firm acquires property from borrowers
through loan restructurings, workouts, and
foreclosures. Property acquired may include
real property (e.g., residential real estate, land,
buildings, and fixtures) and commercial and
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personal property (e.g., aircraft, rallcars, and
ships).

At the time JPMorgan Chase takes physical
possession, the property is recorded in other
assets on the Consolidated Balance Sheets at
fair value less estimated costs to sell. Each
quarter the fair value of the acquired property
is reviewed and adjusted, if necessary,
Subseqguent changes to fair value are
charged/credited to noninterest revenue.
Operating expense, such as real estate taxes
and maintenance, are charged to other
expense,

Loan portfolio

The Firm's lean portfolio is divided into three portfolio segments, which are the same segments
used by the Firm ta determine the allowance for loan losses: Whalesale: Cansumer, excluding credit
card; and Credit card. Within each portfolio segment, the Firm monitors and assesses the credit risk
in the following classes of loans, based on the risk characteristics of each loan class:

Credit card

Whaolesale'™ Consumer, excluding

credit card’!

* Commercial and industrial *Chase, excluding

accounts

Residential real estate

* Real estate excluding PCI
* Home equity — senior lien

*Home equity — junior lien

* Financial institutions
* Government agencies
* Other

originated by
Washington
* Frime mortgage, including
option ARMs
* Subprime mortgage

Mutual

* Accounts originated by

Washington Mutual
Other consumer loans

* Auin'
* Business banking'®
* Student and other

Residential real estate — PCI
*Home equity
* Prime morigage
* Subprime mortgage
* Option ARMs

{ab Includes loans reported in 1B, Commercial Banking CCE™), Treasury & Securities Services CT557, Asset
Management (TAMT), and CorporatePrivate Equity segments,

(b} Includes loans reported in RFS, auto and student boans repomed in Card Sorvices & Auto ("Cand’), and residential
real estate loans reported in the Corporate  Private Equity and AM segment,

() Includes aute and business banking risk-rated loans that apply the wholesale methodology for determining
the allowance for loan losses: these loans are managed by Card and RFS, respectively, and therefore, far
consistency in presentation, are included with the other consumer loan classes.
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The following table summarizes the Firm's loan balances by portfolio segment.

Consumer,
December 31, 2011 excluding
lin millions) Wholesale credit card Credit card Total
Retained H 278,395 § 308,427 5 132,175 3 Tig997 W
Held-for-sale 2,524 e 1oz 2,626
At fair walue 2,097 22 sl 2,097
Total H 283,016 § 308427 § 132,277 § T23,720
Consumer,
December 31, 2000 excluding
{in millions) Wholesale credit card Credit card Total
Retained 5 222,510 5 12T 464 5 135,524 § GRS 498 A
Hedd-for-sale 3. 047 154 2,152 5,453
At fair value 1.976 1,976
Total -3 227633 § 127618 § 137,676 § 602,927

{a) Loans fother than POI beans and those for which the fair value option has been selected) are presented net of unearned
Incame, unamortized discounts and premiums, and ner deferred hoan costs of 2.7 kilion and 509 billion 3t Decomber B,
2011 and 010, respectively.

JPMorgan Chase & Co. /2001 Annual
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The following table provides information about the carrying value of retained loans purchased,
retained loans sold and retained loans reclassified 1o held-far-sale during the periods Indicated.
These tables exclude loans recorded at fair value. On an ongoing basis, the Firm manages Its
exposure to credit risk, Selling loans is one way that the Firm reduces Its credit exposures,

Consuemer,
Year andad eucluding credit
Detember 31, 2001 {im millsony) Whaolesals card Credit cand Total
Purchases H L 7525 % 1 B4
Bales 3,289 1,384 4673
Retained loans reclassified to held-for-sals 538 4,006 4,544

The following table provides information about gains/(losses) on loan sales by portfolio segment.

Year ended Decernber 31, lin millionsh 2001 2000 2000
Wez galns/llosses) on sales of leans (Including bower of cost or falr value

sdjustments)s
Whaolesals 4 121 % 215 % 291
Consumer, excluding credit card 131 165 127
Credit card 24) [AE-1] 21
Total net gains/(losses) on sales of loans (ncluding lower of cost ar fair

value adjustmentsys! 1 228 % 464 % 59

lay Excludes sabes related 1o loans accounted for at fair value.

Wholesale loan portfalio

Whaolesale loans include loans made to a variety
of customers from large corporate and
institutional clients to certain high-neat warth
Individuals.

The primary credit quality indicator for
wholesale loans is the risk rating assigned each
|oan, Risk ratings are used to identify the credit
guality of loans and differentiate risk within the
portfolio, Risk ratings on loans consider the
probability of default ("P07) and the loss given
default ("LGD), FD is the likelihood that a loan
will not be repaid at default, The LGD is the
estimated loss on the foan that would be
realized upon the default of the borrower and
takes into consideration collateral and
structural support for each credit facility.

Management cansiders several factors fo
determine an appropriate risk rating, including
the abligor's debt capacity and financial
flexibility, the |evel of the obligor’s earnings,
the amount and sources for repayment, the
level and nature of contingencies, management
strength, and the industry and geagraphy in
which the obligor operates. Risk ratings
generally represent ratings profiles similar to
those defined

by S&P and Moody's, Investment grade ratings
range from "AAA/ Aaa” to "BBE- /Baa3.”
Noninvestment grade ratings are classified as
nencriticized ("BB - /Bal and B-/B37) and
criticized ("CCC+"/"Caal and below”), and the
criticized portion is further subdivided ino
performing and nonaccrual loans, representing
management's assessment of the callectibility
of principal and Interest, Criticized loans have a
higher probability of default than nencriticized
loans.

Risk ratings are reviewed on a regular and
ongoing basis by Credit Risk Management and
are adjusted as necessary for updated
information affecting the abligor’s ability o
fulfill its obligations.

As noted above, the risk rating of a loan
considers the industry in which the obligor
conducts its operations. As part of the overall
credit risk management framework, the Firm
focuses on the management and diversification
of its industry and client exposures, with
particular attention paid to industries with
actual or potential credit concern. See Note 5
an page 201 in this Annual Report for further
detail on industry concentrations.
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The table below provides information by class of receivable for the retained loans in the Wholesale
pertfolio segment.

Cammercial

Ay of ar for the year ended December 31, and Industrial Real estate
lin millions, except ratios) 2011 2010 2011 2010
Loans by risk ratings
Investment grade H 52,428 3 inear & 33,920 3 28,504
Moninvestment grade:

Moncriticized 38,644 10,874 15972 16,425

Criticized performing 2,254 23n 3,906 5,769

Criticized nonaccrual 89 1,634 BBG 2,937
Total noninvestment grade 41,787 34,879 20,764 25,131
Total retained loans § w5 3 66,576 § 54,684 % 53,635
% of total criticized 1o total retained loans 3.34% &.02% B.TE% 16.23%
% of nanaccrual loans to tetal retained loans 0.94 2,45 1.62 5.48
Loans by geographic distribution's!
Tatal nan-11.5. H 30,813 5 1773 & 1497 35 163
Total W5, 63,402 48,845 53,187 51,672
Total retained loans 5 94.215 § 66576 § 54,684 % 53,635
Net charge-offs 5 124 % 403 % 256 % BE2
% of net charge-ofls 1o end-ol- period retabieed loans LR K9 061w 04T 1.615%
Loan delinquency't’
Current and less than 30 days past due and still accruing §  f3080 § 64500 § 53,387 3 50,209
30-89 days past due and still accruing 2685 434 327 il
90 or more days past due and seill accruingée! . 7 B4 109
Criticized nanaccrual 889 1,634 B86 2,937
Total retained Ioans 5 84215 5 66576 5 54,684 5 53,635

{a) The LLS. and non-L.5, distribution is determined based predominantly on the domicile of the borrower.

ib) The credit guality of wholesale loams s assessed primandy through ongoing revsew and monitoring of an obligor’s ability
to meet cantractual obligations rather than relying on the past due staws, which is gencrally a lagging indicator of credin
guality. For a discussion of more significant risk factors, see page 235 of this Note,

{c) Represents koans that are considered well-collateralized and therefare still accruing interest,
{d) Other primarily includes loans 1o SPEs and ksans 1o private banking clients. See Mote | on pages 182-183 of this Annual
Repart far additional infarmation on SPES.

The following table presents additional information on the real estate class of loans within the
Wholesale portfolio segment for the periods indicated. The real estate class primarily consists of
secured commercial leans mainly to borrowers for multi-family and commercial lessor properties.
Multifamily lending specifically finances apartment buildings. Commercial lessors receive financing
specifically for real estate leased to retail, office and industrial tenants. Commercial construction
and development loans represent financing for the construction of apartments, office and
professional buildings and malls. Other real estate loans include lodging, real estate investment
trusts [“REITs"), single-family, homebuilders and other real estate.
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December 31, Mubifarmily Commercial lessors

fin millions, except ratios) 20M 2000 2011 aia

Real estate retained loans 1 32,524 § nGo4  § 14444 § 15,796
Criticized exposure 2451 3,794 1,662 3,593
% oof criticized exposure to total real estate retained loans T.54% 12.41% 11.51% 22.75%
Criticized nonaccrual 5 412 3 1.6 5 284 3 I,54%
% of criticized nonacorwal to fotal real estale retained loans 1.27% 3.52% 1.97% QB

IPMergan Chase & Co /20011 Annual
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{table continued fram previous page)

Financial Tatal
Insvitutions Gowernment agencies. Crrherled retained boans

2011 2010 2011 2010 201 2010 2011 2010

5 28804 5 22525 & T4 % GEFI 8 TA49T 5 56450 %5 197070 % 146047

o132 BABD 3ITe ig2 7,583 B,012 71,700 62,173

246 nr 4 3 BDB 320 7.218 8,780

37 136 16 22 570 TB1 2,398 5,510

2,415 8933 398 407 8,961 7113 81,325 76,463

5 38219 § ELIC LT S 7.819 5 778§ 83,458 3§ 63,563 § 278305 § 222510
0.74% I.a4% 0.26% 0.34% 1.65% 1.73% JAK 6.42%

oo 0.43 0.20 0.30 0.6E 1.23 0.EE 2AE

5 25,996 5 19,756 8 5E3 § BP0 %8 323275 5§ 5B} § 95164 5 GRS

B223 11,702 7,236 6,408 51,183 37,732 183,231 156,35%

14 38219 % 31458 % 7819 5 7278 % B3 A58 § 63,561 § 278,395 § 222510

5 aIn s 3 £ F 1 197 3 EL L | 440 3 (ks
(0367 0.23% _k 0.03% 0.24% 0.61% 0.16% 0.78%

5 3g129 5 11280 5 7TED 5 7222 0§ BIBOZ 5 GLAIT 5 2T4058 3 215,148

51 i 23 34 1072 T 1,739 1,493
2 2 - 4 241 oo 50
£ 136 16 22 570 7RI 2,398 5,510

5 3g219 & 31458 § 7815 % 7278 0§ 83458 % BI5E) 5 27R85 4 222510

(table continued from previous page)

Cammercial construction and
development Other Total real estate loans

zom 2010 201 2010 201 2010
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5 3148 5 3385 8% 4,568 % iE40 % 54,684 & 51,635
287 619 382 B9G 4,792 B, 706
9.43% 1B.23% B.36% 18.13% B.7E% 16.23%

H €9 § 174 5 121 & 198 % BEE § 2,937
2.15% 5038 2,658 5. 168 1.62% 5.48%

JPMorgan Chase & Co /2011 Annual
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Motes to consolidated financial statements

Wholesale impaired loans and loan modifications

Wholesale impatred loans include loans that have been placed on nonaccrual status and/or that
have been modified in a TDR. All impaired loans are evaluated for an asset-specific allowance as
described in Note 15 on pages 252-255 of this Note.

The table below set forth information about the Firm's wholesale impaired loans.

Cammercial Finaneial Gerveenment Teaal
Decemsber 31, A irdisial Real eitane Initfugiead Agohieed Cthar Fibiinicd badni

fin Enillicas) 2011 010 2001 2010 201 2004 2001 2060 2011 2000 2011 2010
Impalred

lpans

With an

allowance § B38 51512 % G2 8250 § X5 12y F MG E 22 5 473 % BOT 5 195D § 4858
Withoit am

allgwance wr 157 292 445 1] B 103 L} 590 GlE
Tedtal ke palred

lpans 51005 51,669 5 993 §29055 § 3@ F 135 F MW F 22 F SPEF VOS5 0§ 254D § 5480
Allowance for

baan lokses
refared o

mpaired
lnans I OIM 3 435 0§ 148 5 B2 § is 6l % 10 3 1« § Tri 2w % 516 §F 157

Linpaid
principal

halance of
mpaired
lnany i 1,708 2,451 1,124 1487 &3 £dd 17 g 1,008 1. 046 3sT 7260

tal  When the disoownted cash Nows, collieral vafue or markoey pree eguals or exceeds (he recorded imvesiment in the boan, then he loan
dowes not eequing B0 allowsnoe. This vpically Socurs whsn the irained losas hiee Been paially chisged-off &nd oof thare Rave beem
smterest paymenty recelved and gppled o the loan balance

iy Eepressels the contractual amount ol principal owed a8 Decomber 11, 20010 and S5ja The anpeid porcipal balance differs from the mmpaired
Eoan balamces dise to varicus factors, inceding charge-offs; imterest payments received and applied to the carrying valee, nat deferrad
Enan feet o cosey: and unamarmzed diLCoUnt of premisms os perchased s

The following table presents the Firm's average impaired loans for the years ended 2011, 2010 and

2009,

Year ended Cecember 30, in millkons) 2001 2010 09
Commercial snd ndustgd 5 1308 % 1,655 3 1767
Rl estate 1.B13 3000 LA
Financial instiutions &4 T4 6EE
Government sgenciey 20 5 &
Oaher LEL) HHia AL
Totalka i 1La60 § 5,949 § 5.04s

fal The related inberest income on accrukng impaired loans and interest income recognized on a cash basis were not material for the years
ended Decanber 31, 2001, 2000 and 3009,

Loan modifications

Certain loan modifications are considered to be TDRs as they provide various concessions to
borrowers who are experiencing financial difficulty, All TORs are reported as impaired loans in the
tables above, The following table provides information about the Firm's wholesale loans that have
been modified in TORs as of the dates presented,

Commercial Financial Gowernment Total
Decembar 31, and imdustial Real estate imsitutions AgEnCee Other retained fos

tin milliors: X011 FLO] F N 2000 2001 2000 2011 2010 2001 2000 2011 2€
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madified in
troudiled
debr
restructurings
Thifs an
nonaccnsal
SEMIE

Additional
oMM
1 bendl B
BHNF TR
whede leasm
haew been
modified in
TORs

531 08 N2

415

147

163

176 % 907

128
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2@ 3 X3 1% 7050,

22 1] 1 578 0

147

TOR

The faollowing table reconciles the beginning and ending balances of wholesale loans modified in
TDRs for the period presented and provides information regarding the nature and extent of

modifications during the period,

Year ended December 30, 2011

Commerntial and

(i millsng) Real eitate Citfer 1l Total

Regianing balance of TDRs § i Mr § 4 0§ 1,141
Mew THH 113 32 an
Increaies fo exiviing THA 16 g
Charge-offs pott-mnddicatinn LA Fit] {1763
Sales and ctherial [ EH [LE}] [ANEL]
Ending halance of TD® i & 176 8§ 41 1 ]

)l Sales and ciber are pi

repaned 3t TORs.

i} Imcludes bans to Financial instruions, Government agences and Other.

238

v sakes and b
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Financial effects of modifications and redefauits
Loans madified as TDRs during the year ended
December 31, 20110, are predominantly term or
payment extensions and, 1o a lesser extent,
deferrals of principal and /or interest an
commercial and industrial and real estate loans.
The average term extension granted on loans
with term or payment extensions was 3.3 years
for the year ended December 31, 2011, The
welghted-average remaining term for all loans
modified during the vear ended December 31,
2011 was 4.5 years. Wholesale TOR loans that
redetaulted within one year of the modification
were 596 million during the year ended
December 31, 20011, A payment default is
deemed to occur when the borrower has not
made a loan payment by its schaduled due date
after giving effect to any contractual grace
period,

Consumer, excluding credit card loan
portfolio

Consurmer loans, excluding credit card loans,
consist primarily of residential mortgages,
home equity loans and lines of credit, auto
loans, business banking loans, and student and
other loans, with a primary focus on serving the
prime consumer credit market, The portfolio
also includes home equity loans secured by
junier liens and morigage loans with Interest-
only payment options to predominantly prime
borrowers, as well as certain payment-optlcn
loans originated by Washington Mutual that
may result In negative amortization.

The table below provides information about
consumer retained loans by class, excluding
the Credit card foan portfolio segment.

Degember 31, dn millionsy 2011 2010
Residential real estate - excluding
POl
Home eguicy
Sankar lien § 20,765% 24,376
Juniar lien 56,035 64,009
Martgages
Primme, intluding option ARM: 76,196 74,5309
Subprime 9,664 11,287
Other conswmer loans
Ao 47426 4B1GT
Buiiness banking 17,652 16,812
Student and other 14,143 15311
Residential real estate - PCI
Hums sguity 22,697 14,459

EDINETOOOO
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either unable or uawllling to pay. In the case of
residential real estate loans, late-stage
delinquencies (greater than 150 days past due)
are a strong indicator of leans that will
ultimately result in a short sale or foreclosure,
in addition to delinguency rates, other credit
quality indicators for consumer loans vary
based on the class of loan, as follows

= For residential real estate loans, including
both non-PCl and PCI partfolios, the current
estimated LTV ratio, or the combined LTV
ratio in the case of Ipans with a junior fien,
is an indicator of the potential loss severity
in the event of default, Additionally, LTV or
combined LTV can provide insight into a
borrower's continued willingness to pay, as
the delinguency rate of high-LTV ipans
tends 1a be greater than that for loans
where the borrower has equity in the
collateral. The geographic distribution of
the loan collateral also provides insight as
ta the credit quality of the portfalio, as
factors such as the regional economy, home
price changes and specific events such as
hurricanes, earthguakes, etc., will affect
credit quality. The borrower's current or
“refreshed” FICO score is a secondary
credit-guality indicator for cenain loans, as
FICO scores are an indication of the
barrower's credit payment history. Thus, a
loan to a borrower with a low FICO score
{660 or below) is considered 1o be of higher
risk than a loean to a borrower with a high
FICO score. Further, a loan to a borrower
with a high LTV ratio and a low FICO score
Is at greater risk of default than aloanto a
borrower that has both a high LTV ratio and
a high FICO score.

» For auto, scored business banking and
student loans, geographic distribution is an
indicator of the credit performance of the
portfolio. Similar to residential real estate
loans, geographic distribution provides
insights into the portfolio performance based
on regional economic activity and events.

« Risk-rated business banking and auto loans
are similar to wholesale loans in that the
primary credit quality indicators are the risk
rating that is assigned to the loan and
whiether the Ioans are considered to be
criticized and/or nonaccrual. Risk ratings are
reviewed on a regular and ongoing basis by
Credit Risk Management and are adjusted as
necessary for updated information affecting
borrowers' ability to fulfill their obligations.
Consistent with other classes of consumar

724/866
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Prime morgage 15,180 17322
Subprime mortgage 4,976 5,398
Cptian ARMs 22,693 25584

Total retained loans § 308,427 5 327464

Delinguency rates are a primary credit gquality
indicator for consumer loans. Loans that are
more than 30 days past due provide an early
warning of borrowers that may be experiencing
financial difficulties and /or who may be unable
or unwilling to repay the loan, As the loan
continues to age, It becomes more clear that
the borrower is likely

JPdorgan Chase & Co /2011 Annual
Repadt
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loans, the geographic distribution of the
portfolio provides insights inta portfolio
performance based on regional economic
activity and events,

Residential real estate - excluding PCI loans
The following tables provide information by
class for residential real estate - excluding PCI
retained loans in the Consumer, excluding
credit card, portfolio segment.

The following factors should be considered in
analyzing certain credit statistics applicable 1o
the Firm's residential real estate - excluding PCI
loans portfalio: (i) junior lien home equity loans
may be fully charged off when the loan
becomes 180 days past due, the borrower is
either unable

230
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or unwilling to repay the loan, and the value of may result in higher delinquency rates for loans
the collateral does not support the repayment carried at estimated collateral value that remain
of the loan, resulting in relatively high charge- on the Firm's Consolidated Balance Sheets,

off rates for this product class; and (i) the

lengthening of loss-mitigation timelines

Residential real estate — excluding PCI loans

Home equity

Degember 31, Semior len Jumninr lisn
fin millions, except rakios) 2011 2010 201 2010
Loan delinguencyial
Current and less than 30 days past due 1 20,992 5 2361% 8 54,533 3§ B2,315
30149 days past due 405 a4 1,272 1,508
150 or mare dayi past due 168 47 230 186
Total retained loans 1 21,765 5 24376 § 56,035 5 B4 0y
% of 30+ days past due 1o total retained loans 3.55% 3.02% 2.68% 2655
90 or more days past due and still accruing 5 - | - 5 S =
90 or more days past due and government guaranteed /™ L o
Nonaccrual loans 495 479 792 T84
Current estimated LTV ratigeic¥drein
Creater than 125% and refreshed FICD scares:

Equal to or greater than 660 L1 341 5 363 0§ 6,463 5 6,928

Less than &G0 160 196 2,037 2,405
100% 1o 12 5% and refreshed FICO scores

Equal to ar greager than 660 663 619 8,775 9,403

Less than 860 241 249 2,310 2,873
BO% to 100% and refreshed FICO scores:

Bgual 1o of greater than 660 1,850 1,900 11,433 13,333

Less than G50 601 657 2,616 3,155
Less tham 80% and refreshed FICO scores:

Equal ta ar gréater than 660 15.350 17,474 19,326 22,527

Less than 60 2,559 2918 2,875 3,295
LS. goserament - guarantesd _ -
Total retained loans ] 21,765 % 24,376 § 56,035 3 B 00D
Geagraphic region
California 5 066 5 1,348 § 12,851 § 14,656
New York 3023 1272 10,979 12,278
Flaorida 992 1,088 3,008 3470
Mlinais 1,495 1,635 3,785 4,248
Texas 3027 3,594 1.859 2.239
New Jersey GET FE F 3,238 R
Arizona 1,339 1,481 2,552 2,979
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‘Washington T4 776 1,895 2142
Ohio 1,747 2,mo 1,328 1,568
Michigan 1,044 1,176 1,400 1618
Al otheris 4,631 5,264 13,142 13,194
Total retained loans 5 21,765 § 24376 § 56,035 5 B4

&l Indindual delnguency classificatsons included morgage loars imsared by U5 government agencess as follows: current and less than 30
days past dus includes 3.0 billion and §2.5 Killion; 30149 days past due inclhades 523 kilion and 52,5 bitios #0d 150 or moce days past due
i ludes $103 bllion And 5§79 hillios 81 Dhecembes 11, 2001 ard 200, nexpectively.,

by These Balentes, which are 90 days or meane pas! due Bul insured by LS, gorernment sgencivs. sre exchuded Trem manactrudl Bans. In
predominately all caves, 100 of the principal balance of the loans o imswred and inberest is guarantesd at & specified reimbursement rate
wibject 1o meeting sgreed sendcing guidelines. Thete amaunts are exchuded from nonaccrual loans becsuse reimbuersemem of insured
and Quaranteed amounts it procesding rormally. AT [ecemser 31, 3011 and 2010, these halances included $7.0 &ilon and €28 kilke,
rEApaErivaly, of MknL 181 076 A [oager AOCFIIAG IR1Er Rl S AULe iNtRPREL had Bean Cuiailed By 1he LS, gererionint agendiss Akaigh,
In predemninandly All eakes, | 00X of the piencipal ls 98l induved. Far the remalaing halance, Inferedt |4 being acerued 31 the guaranbesd
reimbursament rate.

i) Represents the aggregate umpaid principal balasce of loans divided by the estimated cwment property value. Currest properdy valoes are
estimazed, &t a minémum, guarterly, based on home valvation models using natkonally recognized home price index valuation estimates
Incorparating sciual data go the extemt avallable and forecasted dats where actusl data is not available, These properry walues da not
reprisent actual appraised oen level collseral values. a8 such, the resulting raticd. are necessanily imprecise and should be viewsd as
estimades.

id) Junbor llen represents combéned LTV, which considers all avallable lien positons related 1o the property. All other products are presenied
without consideration of subordinaze liens on the propeny,

4l Refreshed FICD soores represent exch borrower's most recent oredit score, which |3 obtainea by the Firme at keast on a quarterty basis

itd For senior lien home equity loans, prior-peiod amounts have been revised t0 condorm with the Curreni-perind presentation.

il AT Decembser 31, 20010 and 2000, included morigage loars insaned by US. government agencees of 405 & Kilin and §120 ks, respeciiveiy.

ihh AL Decembser 31, 3011 @nd 2000, excluded maongage loans imswred by LS. governmant agencies of £ 6 kil and $10.8 billn, rEspectialy.
Thiskie amsaumls werd exluded as reimburigment of inaured amownts i proteedeng normally,
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{rable continued from previous pagel

Marigages
Total residential real estate  excluding
Prirne, including opticn ARMS Subprime PCI
2011 2o1a 2001 2070 2011 2010

§ 59,855 § 59.223 H 7.585 § LR Tr A | 142,965 5 153,630

3,475 4052 B20 1,184 50972 758

12,866 11,264 1,259 |, 626 4,723 13,423

14 76,196 5 74,530 5 9,664 § 11,287 5 163,660 5 174.211
A DG G.GE 21.51% 24, 90% 407 5.EEN N

] o % : ] _ ¥ ] e 5

11,516 3417 = = 11,516 9417

362 4.3z20 1,781 2,210 6,530 7733

5 3,168 5 5039 5 6T 3 g 3 10,338 £ 10,668

1416 1.595 1,061 1,153 4 674 5.4319

4,626 4.733 506 5046 14,570 15261

1,636 1,775 1,284 1,486 567 6,383

9,343 10,720 mr 25 23,443 26878

2,349 2.7BB 1,556 1.98% 7022 B.553

33,849 32.385 1,506 2,252 0,431 74638

4,225 4,557 2,167 2,672 11,826 13442

15,584 12,9409 . . 15,584 12,9409

$ 76,196 5 74,539 5 9,664 % 11,287 1 163,660 5 174,211

5 18,029 1 19278 H 1463 3§ 1,730 % 35,400 1 39002

10,200 09,587 1,207 1,381 25419 26.518

4,565 & BaD 1,206 1,422 9,769 10,820

3922 3,765 EL 468 9,593 13116

2,851 2,569 300 345 B,037 8,747

2,042 2026 461 534 B.428 6.909

1,194 1.320 199 244 5,284 6024

1,878 2056 209 247 LR 5221

441 AB2 234 275 3,750 4315

i) o631 246 294 3,509 4.051
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51,676 52478

5 76,196 t 74,538

5,664 35

11,287

163,660 -3 174,211
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Motes to consolidated financial statements

The following table represents the Firm's delinquency statistics for jumior lien home equity loans as
of December 31, 2011 and 2010,

Delinquencies
Tonal 30+ day
December 31, 2011 J0-B9days 90-149 days 150+ days delinguency
fin millions, except ratios) past due past due past due Total loans rate
HELCC 511
Within the revalving period™ H 606 3 314 3§ 173 § 47760 2.29%
Within the required amartization period 45 19 15 1,636 4.83
HELOuAMS 188 100 a2 6,635 457
Tatal 5 B39 3 4331 3§ 230§ 56,035 2.068%
Delinguencies
Total 30+ day
December 31, 2010 I0-B9 days S0-149 days 1504 days delinguency
{in millions, except ratios) past due past durs past dus Total koans rate
HELOCs:4al
within the revalving period®™ § 665 3§ 384 3§ 145 § 54,434 2.19%
Within the required amaortization period 4] 19 18] 177 595
HELDuAM 250 149 31 B398 512
Total 5 956 5§ 552 § 186§ 64,009 2.65%

{a) In general, HELDCs are epen-ended, revalving loans for a 10-year period, after which rime the HELDC comverts 1o a loan
with a 20-year amartization period.

{b) The Firm manages the risk of HELOCs during their revolving period by closing or reducing the undrawn line to the extent
permilted by v when bacrowers are experiencing financial difficulty of when the callateral does nat suppodt the loan
amount,

Home equity lines of credit ("HELOCs") within the required amortization period and home equity
loans ("HELOANS") have higher delinguency rates than do HELOCs within the revolving period. That
is primarily because the fully-amortizing payment required for those products is higher than the
minimum payment options available for HELOCs within the revalving period. The higher
delinguency rates associated with amortizing HELOCs and HELOANs are factered into the loss
estimates produced by the Firm's delinquency roll-rate methodology, which estimates defaults
based on the current delinguency status of a portfolio.

Impaired loans

The table below sets forth information about the Firm's residential real estate impaired loans,
excluding PCL. These loans are considered to be impaired as they have been modified in a TOR. All
impaired loans are evaluated for an assei-specific allowance as described in Note 15 on pages 252-
255 of this Annual Report.

HOME Suity Margages Total residential

Prime, in<luding real estate
Decermber 31, Leniar len Jumior lien option ARMs Subprime excluding PCI
lim millions) 2011 2010 2011 2010 2011 2010 2011 L2010 2011 2010

Impaired loans
With an allpwance § 318 8 211§ G222 8§ 258 0§ 4,332 § 1,525 0§ 30d7 5 2563 5 B.320 5 4557

Withnut an
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allmwangelal 16 15 i5 5 545 550 172 188 768 787
Total impaired
loans ot $ 338 % 236 5 BT S B3 % 4B % QB4 5 3219 5 2751 % 9088 § 5344

Allowance for koan
losses related o
impaired kpans § B0 % w148 B2 3 4 5 97 5 3IEE S 555 F 5@ 5 AN

Wnpaid principal
balance of
impaired baansic 433 265 994 402 6,190 4,751 4827 3777 12444 7095

Impaired lnans on
nonaccrual stabus 7 18 159 LE] 922 534 B3z 632 1,980 1,267

{a) When discounted cash flows or cellateral value equals or exceeds the recorded investment in the loan, the foan does nat
reguire an allowance.  This typically occurs when an impaired loan has been parially charged aff.

{b) AT Dygensher 31, 2000 and 2000, 54,3 lllion and $1.0 billion, respectively, of loans modified subsequent to repurchase from
Ginnie Mae in accordance with the standards of the appropriate government agency {Le., Federal Howsing Administration
[FHA™), LLS. Department of Veterans Affairs ("WA"), Rural Heusing Services CRHS™) were excluded fram loans accounted
for as TORs, When such loans perform subseguent to modification in accosdance with Ginnle Mae guidelines, they are
generally sold back inte Cinnie Mac loan pools, Modified loans that do not re-perform become subject to foreclosure,

{c) Represents the contractual amount of principal ewed a1 Deoember 31, 2000 and 2000, The unpaéd principal balance differs
from the impakred loan balances due to varkous factors, including charge-offs, net deferred loan fees or costs; and
unamortized discounts or premiums on purchased loans,
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The following table presents average impaired loans and the related interest income repaorted by

the Firm.

Year ended Decermber 11,

Average impaired loans

Interest incomn on
Iivterest indome on impairod

impalred ioons/&l [aans on a cash basiye

lin milionsh 2011 ond 2009 2011 2018 2009 2011 20010 2009
Home squity

Senior llen § \r s 7k 5 0% 15 % 78 15 1% |
st len 521 266 1ET 18 19 ] Z 1 1
Mortgages

Prime, inchuding opon ARMs 3.a5e 1,530 456 147 7a 34 14 14 E ]
Subprime 3,083 2539 1,948 148 121 L 6 %

Total residential real estane -

excluding PCI § 7,750 5 4542 £ 2,773 0§ 3235 M6 % 148 5§ 335 355 16

{a) Generally, interest incodmie on koans modified in a TOR is recognized on & cash hasis until such time as the barrower has
made 4 menimum of six payments under the new terms, As of December 5§, 200 | and 2000, $354 enflison and S350 millon,
respectively, af loans were TORs far which the barrowers had not yet made six payments under thelr madilied teoms,

Loan modifications

The Firm is participating in the U.S. Treasury’s
Making Home Afferdable ("MHA") programs and
is continuing to expand its other loss-
mitigation efforts for financially distressed
borrawers who do not qualify for the U5,
Treasury's programs. The MHA programs
include the Home Affordable Modification
Program ("HAMP"} and the Second Lien
Madification Program ("2MP"). The Firm's other
loss-mitigation programs for troubled
borrawers who do not qualify far HAMP include
the traditional madification programs offered
by the G5Es and Cinnie Mae, as well as the
Firm's proprietary modification programs,
which include concessions similar to those
offered under HAMP and 2MP but with
expanded eligibifity criteria. In addition, the
Firm has offered specific targeted modification
programs to higher risk borrowers, many of
whom were current an their mortgages prior to
modification.

In erder to be offered a permanent modification
under HAMP, a borrower must successfully
make three payments under the new terms
during a trial modification period, The Firm also
offers ong proprietary modification program
that Is similar to HAMP and that Includes a
comparable trial modification period. Borrowears
who do not successiully complete the trial
modification period do not gualify to

TOR activity roffferward

have their loans permanently modified under
that particular program; however, in certain
cases, the Firm considers whether the borrower
might gualify for a differemt loan modification
program.

Permanent modifications of residential real
estate |oans, excluding PCI loans, are generally
accounted for and reported as TORs. In
addition, in the fourth guarter of 2011, the
Firm began to characterize as TDRs loans to
borrowers who have been approved for a trial
maodification elther under HAMP ar under the
proprietary program noted above, even though
such loans have not yet been permanently
maodified. Regardless of whether the borrewer
successfully completes the trial modification,
such loans will continue to be reported as TDRs
until charged-aoff, repaid or otherwise
liquidated. The Firm previously considered the
risk characteristics of loans in a trial
modification in determining its formula-based
allowance for loan losses. As a result, the
recharacterization of trial medifications as
TORs during the fourth quarter of 2011 did not
have a significant impact on the Firm's
allowance for loan losses.,

There were no additional commitments to lend
to borrowers whose residential real estate
loans, excluding PCI loans, have been maodified
in TDRs,

The following tables reconcile the beginning and ending balances of residential real estate loans,
excluding PCI loans, modified in TDRs for the periods presented.
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Home equity Martgages Taral
Prime, residential real

Year ended Decermber 31, 2001 including estate
fin millions) Sanior lien Jumiar lsen oplion ARMs Subprime lexcluding PCH
Beginning balance of TDRs 1 226 § 283 3% 2084 & 2,751 § 5,344
Mew TORsfat 138 518 3,268 BE1 4,807
Charge-offs post-modification'bs 115} {78 1% (234} {446)

Fareclosures and other liquidations fe.g.,

short sales) o {n {108} (B2) {201}
Principal payments and other ({E1] {55) (248} (99) {416)
Ending balance of TDRs H 335 % 657 3§ 4877 5 3219 5§ 9,088
Permanent madifications 1 285 % [TEC I 1 4601 § 023 3 B,54%9
Trial madifications 3 50 % 23 3 . 1930 5 539

{a) Inchudes all loans to borrowers whoe were approved for trial modification on or after Jamuary 1, 20011, as well as all loans
permanenthy madified during the year ended Devember 31, 2011, In the event that a trial modification is reported as a new
TDR, any subseguent permanent modification af that same loan is not reported as a new TDR.

(b} Incluges charge-offs on unsuccessful trial modifications.
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Motes to consolidated financial statements

Nature and extent of modifications

MHA, as well as the Firm's proprietary modification programs, generally provide various
concessions to fimancially troubled borrowers including, but not limited to, interest rate reductions,
term or payment extensions and deferral of principal and/or interest payments that would
otherwise have been required under the terms of the original agreement. The following table
provides information about how residential real estate loans, excluding PCl loans, were
permanently modified during the period presented.

Home equity Maortgages
Taral
Prime, residential real
Iincluding estate
Wear ended December 31, 2001 Zenior lien Junior lien aption ARM3 Subprime lexcluding PCL
Number of loans approved for a vrial
modification, but not permanenthy
modified G54 TTE 5498 1.730 & 000
Mumber of loans permanently
muodified 1,006 .04 9,579 4,972 24,699
Permanent concession granted b
Interest rate reduction H0% 95% 53% EOw T5%
Term or payment extension 54 Bl fil T2 75
Principal and [or interest deferred L 11] Fa 17 ig 19
Principal forgiveness 7 20 2 13 11
Oitharil 29 7 68 6 35

{a) As a percentage of the number of loans permanently modified, The sum of the percentages exceeds | 0% because
predominanthy all of the permanent madifications include more than one type of concession.

i{b) Except for the "Othes” categary, the percentages representing the various types of concessions granted are estimated 1o
be materially consistent with those related to loans approved Tor trial modification,

{e) Represents variable interest rate 1o fixed interest rate modifications. Te date, these concessions have salely related 1o
permanent modifications.

Financial effects of modifications and redefaults

The following table provides information about the financial effects of the various concessions
granted in permanent modifications of residential real estate loans, excluding PCI, and also about
redefaults of certain loans modified in TOR: for the period presented.

Home equity Mortgages Toual
residential
Year ended Decernber 31, 2011 Frime, real estate -
{in millions, except weighied -average data including fexcluding
and number of laans) Semior lien Junior len option ARML Subprime PCIy
Wekghted -average interest rate of loans
with interest rate reductions - before TDR
i 7.25% 5.46% 5.08% 8.25% 6.44%
‘Webghted -average interest rate of loans
with interest rate reductions - after TDRI&! 3.51 149 334 146 1.09
Weighted -average remaining contractual
term (in yearsh of loans with term ar
payment extensiens - before TORM 18 21 25 23 24

‘Weighted -average remaining contractual
term (in vearsi nf lnans with term nr
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payment extensions — afver TORI n 4 35 EES i5
Charge -affs recognized upon permanent

modification 5 1 1 1M+ % & 1 1% % 1498
Principal deferred ™l 4 15 167 &1 267
Principal forgivent 1 62 20 46 129
Mumber of loans that redefaulied sithin

one year of permanent modificationfc! 222 1,310 1,142 1,969 4,661
Balance of loans thar redefauired within

ane year of permanent madificatsenicl § 18§ 52 % jan 0§ 281 3% 691
Cumulative permanent modiflcation

redefault rajesd 1% 14% 13% 25% 18%

{3) REprasents miormanion about loans that have been permanently modified. The (ARCIA] &IECTS Of SUch CONCESLIONS
relared to loans approved for rial modification are estimated 1o be materially consisrent with the fimancial effects
presented above,

{b) Represents information about loans that have been permanently modified. Principal deferred and principal forgiven
related 1o loans approved for wrial modification totaled 5125 million for the year ended December 31, 2001,

{g) Reprédents boans permanently modified in TORs that experiended a payment default in the period presented, and far
which the payment default ocourred within one year of the modification. The dollar amounts presented represent the
balance of such loans at the end of the reporting perlod in which they defaulted. For residential real estate loans
madified in TORs, payment default is deemed to occur when the loan becomes two contractual payments past due. In the
event that a modified loan redefaults, it is probable thae the lean will ulimately be liguidated throwgh foreclosure ar
another similar type of liguidation transaction. Redefaults of loans modified within the last 12 months may not be
representative of ultimate redefauly levels.,

{d) Based upan permanent madifications campleted after Octaber 1, 2009, that are seasoned more than $ix months,

Approximately 85% of the trial modifications approved on or after July 1, 2010 (the approximate
date on which substantial revisions were made to the HAMP program), that are seasoned more than
six months have been successfully converted to permanent modifications.
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At December 321, 2011, the weighted-average estimated remaining lives of residential real estate
loans, excluding PCI loans, permanently modified in TDRs were 7.0 years, 6.9 years, 9.0 years and
6.7 vears for senior lien home equity, junior lien home equity, prime martgage, including option
ARMs, and subprime martgage, respectively. The estimated remaining lives of these loans reflect
estimated prepayments, both voluntary and involuntary (i.e., foreclosures and ather forced
liguidations).

COther consumer loans
The tables below provide information for other consumer retained loan classes, including auto,
business banking and student loans,

Degember 31, Auta Business banking Stiedent and ather Total other consumer
fin millions, except

ratios) 2011 2010 2011 2010 2011 2000 2011 2010
Loan dellnquency®)

Current and less than
30 days past due S46,891 347778 517073 SIG240 512,905 $13.998 576,969 S78.016
E0-119 dayd padt dus 52E 570 326 351 mnr 795 1,631 1.725

120 or more days past
due 7 o 153 221 461 518 621 749

Total retained loans 547,426 548367 517652 SIGEIZ $14,143 515,300 79822 580,480

% of 30+ days past due
1o total retained boans 1.13% 1.22% 2.71% 3.40% 1.76% i 1.61% @ 1.59% 1.75%,

a0 or more days past

due and still

accruing ok . . F _ % K % 551 5 E25 5 551 5 625
Noracerual loans 18 141 694 Biz 69 67 BE1 1,040
Geographic reglon
California 5§ 4413 % 2307 % 1,342 5 BR1 5 1,260 § 1.330 5 7008 5 6488
Miw York 1616 3.B75 2,792 2.B7T 1,401 1,205 7.B09 8.057
Flarida 1,881 1.923 ELE] 220 658 722 2,852 2.865
Ilinais. 1,456 2608 1,364 1320 851 940 4,711 4868
Tewas 4,467 4,505 2,680 2,550 1,053 1,273 8,200 8328
Mew Jersey 1,829 1.842 are 422 450 S0z 2,665 2. 766
Al dmna 1,495 1499 1,185 1,218 1L 387 2,976 3. 104
Washington fi5 il 160 115 249 £ 1144 1110
Chio 2,633 2961 1,541 1647 880 1. 5,054 5618
Michigan 2282 2434 1,385 14010 637 T 4,308 4,564
All other 21,579 20,667 4,530 4,191 6377 G834 32,486 2.2

Total retaimed loans 547426 548367  §17652 SI6E12 514,043 51530 sz 580,490

Loans by risk ratings™

Moncriticized £ 6775 5 5E03 511,749 510,351 LY W& 518,524 L6, 154
Criticized perfarming 166 265 av B2 A LY 983 1.247
Criticized nonaccrual 3 12 524 574 NA LY 527 586

{a) Loans insured by U5, government agencles under the Federal Family Education Loan Program {*FFELPFT) are included in
the delinguency classifications presented based on their payment status. Prior-period amounts have been revised to
ennfarm with the cufrent-period presentation.
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{b) These amounts represent stedent loans, which are insured by U5, government agencies under the FFELP, These
amaunts were accruing as reimbursement of insured amounts is proceeding normally,

{e)  For risk-rated business banking and auwlo loans, the primary credin guality indicatos is the risk rating of the loan,
including whether the loans are considered o be criticlzed and f'or nonacorual.,

{d) Dhecember 31, 2001 and 2000, excluded boans 30 days or more past due and still sceruing, which are insured by LS.
gowernment agencies under the FFELP, af 989 million and 51.1 bdlion, respectively. These amounts were excluded as
reimbursement of insured amounts ks proceed ing normally,
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Motes to consolidated financial statements

Other consumer Impaired loans and loan modifications

The tables below set forth information about the Firm's other consumer impaired loans, including
risk-rated business banking and auto loans that have been placed on nonaccrual status, and loans
that have been modified in TDRs.

Decarmber 31, Auto Business banking Total other consumer'™
lin milliors) 2011 2010 2011 2010 2011 2010
Impaired loans

‘With an allewance £ BE & 102 % 711 % s 1 BOT % i
Wwithout an allowance™ 3 _ 3

Total impaired loans H " 3 102 3 713 3§ P BO4 3 876
Allowance for loan losses related to impaired

loans 5 12 5 s % 225 § 248 § 237 § 264
Unpaid principal balance of impaired boans™ 126 132 822 B99 948 1,031
Impakred loans on nonaccrual stabus 41 50 551 B47 592 [

{a) 'When discounted cash flows, collateral value or market price eguals or exceeds the recorded imvestment in the loan, then
the lban doed ol require an allowance. This typically occurs when the impgaired boans have been partially charged all
and /or there have been intenest payments received and applied w the loan balance,

{b) Represents the contractwal amount of principal owed at December 31, 2001 and 2000, The unpakd principal balance differs
from the impaired |oan balances due to various faciocs, including :h.].n;e-nﬂ'!.; interes] payments received and applied to
the pringipal balance; net deferred loan fees of costs; and unamomized discounts of premiums an parchased loans.

{c) There were no impained stedent and other loans at Decembser 10, 3000 and 2014,

The following table presents average impaired loans for the periods presented.

Year ended December 31, Avverage impaired tnansif!

{in millions) 2011 2010 2009

Auta H P 120 § 100
Eusiness banking TEO G682 396
Tatal other condumar?) L1 BS2 & BOZ § 496

{a} There were no Impaited stedent and other loans for the years ended 2011, 2010 and 2009,

{b) The related interest income on impaired boans, Including those on a cash basis, was not material for the years ended
20010, 2000 and 2006,

Loan modifications
The fallowing table provides information about the Firm's other consumer loans modified in TDRs,
All of these TDRs are reported as impaired Ioans in the tables above,

Decernber 31, Ao Business banking Total other consumer™
[in millioms) 2011 2000 201 2010 201 20010
Loans madified in troubled debt

restructurings 5 BE % a1 3 415 3 395 % 503 § 486
TORs o nonacorual statlus 1B 39 253 268 29 307

(@} These modifications generally provided interest rate concessions o the borrower or deferral of principal repayments.

{b) Additional commitmenis to kend 1o borrowers whose loans have been madified in TDRs a5 of [Recember 31, 2000 and 2000,
W irmaterial.

{c) There were no student and other loans modified in TORs at December 31, 2001 and 2010,

TDR activity roliforwand

The following table reconciles the beginning and ending balances of other consumer loans

modified in TORs for the period presented.

Year ended December 31, 2001
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Total other
lin milions) Ao Business banking COMSWmer
Eeginning balance of TDRL L] 91 % 395 % 4BE
Mew TDR= 54 195 249
Charge-affs (k3] (LA} (16}
Foreclosures and other liquidations LEY] i3p
Principal payments and other 152) (160 (213
88 3 415 5 503

Ending balance of TDRs

Financial effects of modifications and redefauits
For auto loans, TDRs typically occur in
connection with the bankruptcy of the

borrower, In these cases, the loan is

246

madified with a revised repayment plan that
typically incorporates interest rate reductions
and, to a lesser extent, principal forgiveness,
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For business banking loans, concessions are
dependent on individual borrower
circumstances and can be of a short-term
nature for borrowers who need temporary relief
or longer term for borrowers experiencing
muare fundamental financial difficulties.
Concessions are predominantly term orF
payment extensions, but also may include
interest rate reductions.

For the year ended December 31, 2011, the
interest rates on auto leans modified in TDRs
were reduced on average from 1 2.45% to
5.70%, and the interest rates on business
banking loans madified in TORs were reduced
on average from 7.55% to 5.52%. For business
panking loans, the weighted - average remaining
term of all leans madified in TORs during the
year ended December 31, 2011, increased from
1.4 years to 2,6 years, For all periods
presentad, principal forgiveness related to auto
loans was immaterial,

The balance of business banking loans
modified in TORS that experienced a payment
default during the year ended December 31,
200171, and for which the payment default
occurmed within one year of the modification,
was 180 million; the corresponding balance of
redefaulted auto loans modified in TORS was
Insignificant. A payment default is deemed 1o
oocur as follows: (1) for scored auto and
business banking loans, when the loan is two
payments past due, and (2) for risk-rated
business banking loans and auto loans, when
the borrower has not made a loan payment by
its scheduled due date after giving affect to the
contractual grace period, if any,

Purchased credit-impaired lpans

PCI Inans are initially recorded at fair value at
acquisition; PCI loans acquired in the same
fiscal quarter may be aggregated into one or
more pools, provided that the loans have
commaon fisk characteristics. A poal is then
accounted for as a single asset with a single
composite interest rate and an agoregate
expectation of cash flows. With respect to the
Washington Mutual transaction, all of the
consumer loans were aggregated into pools of
loans with common risk characteristics.

On a quarterly basis, the Firm estimates the
total cash flows (bath principal and Interest)
expected to be collected over the remaining lile
of each pool. These estimates incorporate
assumptions regarding default rates, loss
severities, the amounts and timing of
prepayments and other factors that reflect
then-current market conditions. Probable
decreases in expoected cash flows e,
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changes in variable Interest rates, and (i) any
ather changes in the timing of expected cash
flows are recognized prospectively as
adjustments to nterest income. Disposals of
Ioans — which may include sales of loans,
receipt of payments in full by the borrower, or
foreclosure — result in removal of the loans
from the PCI partfolio,

The Firm continues to medify certain PCI loans.
The impact of these modifications is
incorporated inta the Firm's quarterly
assessment of whether a probable and
significant change in expected cash flows has
occurred, and the loans continue to be
accounted for and reported as PCl loans. In
evaluating the effect of modifications on
expected cash flows, the Firm incorporates the
effect of any foregone interest and also
considers the potential for redefault. The Firm
develops product-specific prabability of default
estimates, which are used to compute expected
credit losses, In developing these probabilities
of default, the Firm considers the relationship
between the credit quality characteristics of the
underlying loans and certain assumptions
about home prices and unemployment based
upon industry-wide data. The Firm also
considers its own historical loss experience to
date based on actual redefaulted PCI modified
loans.

The excess of cash MNows expected 1o be
collecred over the carmying value of the
underlying loans is referred (o as the accretable
yield, This amount is not reported on the Firm's
Consolidated Balance Sheets but Is accreted
inta interest income at a level rate of return
over the remaining estimated lives of the
underlying poals of loans,

If the timing and/or amounts of expected cash
flows on PCI loans were determined not to be
reasonably estimable, no interest would be
accreted and the loans would be reported as
nonaccrual loans; however, since the timing
and amounts of expected cash flows for the
Firm's PCI consumer loans are reasonably
estimable, interest is being accreted and the
lgans are being reported as perfarming loans,
Charge-offs are not recorded on PCI loans until
actual losses exceed the estimated losses that
were recorded as purchase accounting
adjustments at acquisition date. To date, no
charge-offs have been recorded for these
consumer loans.

The PCI portfolio affects the Firm's results of
operations primarily through: (i) contribution to
net interest margin; (1) expense related to
defaults and servicing resulting from the
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increased credit losses) trigger the recognition
of impairment, which is then measured as the
prasent value of the expected principal loss
plus any related foregone interest cash flows,
discounted at the pool's effective interest rate.
Impairments are recognized through the
provision for credit losses and an increase in
the allowance far loan losses. Probable and
significant increases in expected cash flows
{e.g., decreased credit losses, the net benefit of
modifications) would first reverse any
previously recorded allowance for loan losses
with any remaining increases recognized
prospectively as a yield adjustment over the
remaining estimated lives of the underlying
loans. The impacts of (i} pre-payments, {ii}

JPMargan Chase & Co. 20011 Annual
Repaot
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liguidation of the Ioans; and (iii) any provision
for loan losses. The PCI Ipans acquired in the
Washington Mutual transaction were funded
based on the interest rate characteristics of the
loans. For example, variable-rate loans were
funded with variable-rate liabilities and fixed-
rate loans were funded with fixed-rate
liabilities with a similar maturity profile, A net
spread will be earned on the declining balance
of the portfolio, which is estimated as of
December 31, 2011, to have a remaining
weighted-average life of 7.5 years,
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Motes to consolidated financial statements
Resldential real estate - PCl loans

The table below sets forth information about the Firm's consumer, excluding credit card, PCI loans.

Subprime
Bactmbar 31, Hmme equiny Prime maorgage morigage Option ARM: Toaal PCI
[im millicns, except raliosh 2011 P ] 2011 2010 011 0 2011 2010 11 2010
Cartying valkaelal 122,687 524450 R15080 §1T3IR  BA9TE 65304 522,683 E25.584  §E5.546 §72.763
Raelaved allewancs for baan
leageah 1,508 1.58% 18929 1, 766 380 98 1,404 1494 5.0 4,541
Loan delinguency {based on
unpald principal batance)
Cwrent and less tham 30
daryt past dise 22882 S25.TER £12.048 513035 S4.388 S4B £17.919 SIEATE  $ST3T So0 BO2
B0 T49 dygn past dus 1,130 1.348 912 1,468 TE2 1.020 1,467 2015 4291 LY
150 or more days past dus 1,252 1.1E1 3,000 & ATG 2059 2.710 6,753 5,804 13,064 18,200
Total foans $25064 SZE 512 $16,080 Si18978 §7.229 SE.DA2 $26,189  §30.791 STHAG2 SEBDTI
% of 30+ days past
thse 10 total knans S50  HG¥s SAIEK  ViE% 900K 46 AW 1L45% 1916 FE AT
Current estimated LTV ratios
{based on unpald principal
halanceprdiel
Crexiwr chan 12 5% and
mefreihad FICD woones
Egual to e greater than
&G0 £5915 $ 6280 % 2313 § 24000 5 473 % £32 5 2,509 % 2630 S00.200 $10.802
L thar GEQ 3209 4043 319 I.748 1,538 2,029 4,608 G330 12165 15,246
101 % bo 125% and refreshed
FICD oones
Egual o or grester than
LLile] 5393 BO53 1,528 1.815 &34 atd 1,959 A.292 13114 14,584
Less than GE&0 2,304 PR 2314 3,001 1,510 1. 561 3,884 5,005 10012 12,175
BT to 1 00% and refreshed
FICD geores
Equal 0o of greater than
&a0 3,482 1.99% 1,529 1,570 ir iT4 3,740 4,158 8223 10,491
LEvs tham GED 1,264 1 487 1457 1,857 1087 1,477 3,035 1.551 60953 8367
Lorver tham B0 and refreshed
FICD seanes
Equal bo o gredter than
660 2405 2440 1276 1443 158 186 2,189 L2810 G07E 6,551
L tham 66 SaR 111E (L] I GRE 1006 1357 2,21% 21,459 .43 & 657
Total wnpaid principsl balance $25,064 $28.312  $16,060 §18078 S7.229 S8.042 326,039 S30.791  IT4402 586,073
Geegraphic region [Baded on
urpald principal balance)
Califomis SRS081 S17002 £ G021 1089 S10660 %1900 SID5ES B16130 $R043R 546004
Mew York 1479 1316 1018 L roe ] 1,548 1203 4454 4 Bbh
Flarida 2307 2.55% 1.26% 1.51% B2 S 1200 Lald 1588 8516
Ilinais 58 [F4 L1 ] EL 411 4318 o2 L] 2082 2,187
Texas 455 525 168 194 &0 LELY 140 155 1168 1,309

742/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

M |ersey 4 540 o445 480 97 36 ] 104 2,182 2,408
Arizona 468 530 254 0 126 1685 62 528 1210 1,591
Washingion 1,368 1.53% 358 451 160 178 643 745 2,565 2,509
Ol EF) 8 m n 14 23 m LEL] 336 EL
Michigan L1 L] 239 2TE 187 24 168 345 7E 333
All ather 3,054 3,490 2.572 2,985 2,347 2,561 4,624 5314 12,597 14350

Total unpald peincipal balance 525,084 575,317 S16D060 518078 ST229 SR.042 526,039 SI00700  ST44BF 565,073

fa}

[L=1]

{cl

idi

248

Carrying value includes the effect of fair value adjustments that were applied to the consumer PCI partfolio at the date
of acquisition.

Management concluded as part of the Firm's regular assessment of the PCI loan pools that it was probable that higher
expected oredit losses would result in a decrease in expected cash flows. As a2 result, an allowance for loan losses for
impairment of these poals has been recagnized.

Represents the aggregate unpaid principal balance of loans divided by the estimated current property value, Current
property values are estimated, at a minimum, quarterly, based on hame valuation models using natienally recagnized
home price index valuation estimares incorporating actual dara o the extent available and forecasted dara where actual
data Is not avallable, These property values do not represent actual appraised lpan level collateral values; as such, the
resulting ratios are necessarily imprecise and should be viewed as estimates. Current estimated combined LTV for junior
lien home eguity loans considers all avaitable lien positions reldted o the prapeny.

Refreshed FICO scores represent each borrower's mast recent credit score obtained by the Firm. The Firm obrains
refreshed FICD scores at least quarterly,

For home equity loans, priof-period amounts have been revised 1o conform with the current-period presentation.

JPMorgan Chase & Co, /2001 Annual
Report

743/866



EDINETOOOO

DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

Approximately 20% of the PCI home equity portfolio are senior lign loans; the remaining balance are
jumior lien HELOWNS or HELOCS, The following table represents delingquency statistics for PCI junior
liem home equity loans based on unpaid principal balance as of December 31, 2011 and 2010,

Delinquencies
Towl 30+ day
Decemnber 31, 2011 J0-B9days G0 149 days 150+ days delinguency
fin millions, except ratios) past due past dus past due Tatal leans rate
HE‘.OES'.'“
Within the revolving period® § 500 3§ 296 3§ 543 § 18,245 7.34%
‘Wirhin the required amarization period < 16 1 5 400 800
HELDWANy 513 29 a4 1.327 3.50
Tatal 5 569 3 336 3 592 § 19,973 7.50%
Delinguencies
Total 30+ day
December 31, 2010 I0-BS days  BO0-145 days 1504 days delinguency
fin millions, except ratias) past due past due past dus Tatal loans rate
HELO:(Cs:1a)
Within the revalving period®™ § 601§ 404§ 428 & 21072 6.7
Within the required amartization periodtt 1 _ I 17 5.4
HELOWANS b 49 46 1,573 (AR
Total 1 6B1 § 453 § 475§ 22, FaL 7.06%

{a) Inm general, HELDCS are open-endiod, revolving bans fora [ eyvear period, afer which time the HIELDC gemaeris i o lomn weth 8 2vear
amortization period.

ib)  Substantially all urdrawn HELOCs within the revelving period have been closed.

ic)  Predominantly all of these loans have been madified to provide a more affordable payment to the barrower.

The tahle below sets forth the accretable yield activity for the Firm's PCI consumer loans for the
years ended December 31, 2011, 2010 and 2009, and represents the Firm's estimate of gross
interest income expected to be earned over the remaining life of the PC| loan portfalios, This table
extludes the cost to fund the PCI portfolios, and therefore does not represent net interest income
expected to be earned on these portfolios.

¥ear ended December 31, Total PC|

(in millions, except ratios) 2011 2010 2009
Beginning balance § 19,097 3§ 25,544 % 32619
Accretion into interest income 2,767 (3,232 (4,363)
Changes in interest rales on variable-rate loans (573) {8193 (4, B49)
Ouher changes in expected cash fowsial 3,315 (2,396) 2137
Balance at December 31 § 19,072 3 19,097 5 25,544
Azcretable yield percentage 4.35% 4. 35% 5.04%

{a) Other changes in expected cash Nows may vary from period to period ad the Firm continues to refine s cath fow madel
and periodically updates model assumptions. For the year ended December 31, 201 |, other changes in expected cash Nows
weere largely driven by the impact of modificatians, but alse related to changes in prepayment assumptions. For the years
ended Ukdember 31, 2000 and 2009, gther changes in expected cash Aows were princapally driven by changes in prepayment
assumptions, as well a3 reclassification 1o the nonaccretable difference. Changes 1o prepayment assumptions change the
expected remaining life of the porfalio, which drives changes in expected future interest cash collections. Swch changes
do not have a significant impact on the accretable yield percentage,

The factors that most significantly affect be received (i.e., the accretable yield balance).

744/866
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estimates of gross cash flows expected to be
collected, and accordingly the accretable yield
balance, include: (i} changes in the benchmark
interest rate indices for variable-rate products
such as aption ARM and home equity loans;
and (i) changes in prepayment assumptions.,
Since the date of acquisition, the decrease in
the accretable yield percentage has been
primarily related to a decrease in interest rates
on variable-rate loans and, to a lesser extent,
extended loan liguidation periods. Certain
events, such as extended loan liquidation
periods, affect the timing of expected cash
flows but not the amount of cash expected o

IPargan Chase & Co /2011 Annual
Repadt
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Extended loan liquidation periods reduce the
accretable yield percentage because the same
accratable vield balance is recognized against a
higher-than-expected loan balance over a
longer-than-expected period of time.
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Motes to consolidated financial statements

Credit card loan portfolio

The Credit card portfolio segment includes
credit card loans originated and purchased by
the Firm, including those acquired in the
Washington Mutual transaction.

Delinquency rates are the primary credit guality
indicator for credit card loans as they provide
an early warning that borrowers may be
experiencing difficulties (30-days past due), as
well as information on those borrowers that
have been delinquent for a longer period of
time (90-days past due). In addition to
delinquency rates, the geographic distribution
of the loans provides Insight as to the credit
quality of the portfolio based on the regional
ECONOMY,

The borrower’s credit score is another general
indicator of credit quality. Because the
borrower's credit score tends o

be a lagging indicator of credit quality, the Firm
does not use credit scores as a primary
indicator of credit quality. However, the
distribution of such scores provides a general
indicator of credit quality trends within the
portfolio. Refreshed FICO score information for
a statistically significant random sample of the
credit card portfolio is Indicated in the table
below, as FICO is considered to be the industry
benchmark for credit scores.

The Firm generally originates new card
accounts to prime consumer borrowers.
However, certain cardholders’ refreshed FICO
scores may change over time, depending on the
performance of the cardholder and changes in
credit score technology,

The table below sets forth information about the Firm's credit card loans.

Chase, excluding

Washington Mutual Washingion Mutual
a3 of or for the year ended December 31, partfatialtl pertfolia™l Tatal eredit card™
fin millions, except ratios) 2011 2010 2011 2010 2011 2000
Net charge-offs § 5688 3 11O: §F 1,257 8 2846 5 5M5 § 14037
% of net charge-offs to retained laans 4.01% E.7i% 10.49% 17.73% L44% 9.73%
Loan delinquency
Current and less than 30 days past due
and still accruing $ 118,054 5 117248 5 10470 5 12670 5128464 512908
30-89 days past due and still accruing 1,509 2,092 259 453 1.808 2,551
90 or mare days past due and still
ageraing 1,558 2,449 344 B04 1.902 1,053
Monaccreal loans 1 2 - 1 2
Total retained loans Bz s o m 5 1,053 % 13733 132,075 5135524
Loan delinquency ratios
% of 30+ days past due to total retained
loans 2.53% 3.7 5.82% 7N 2.51% 4.14%
% oof 90+ days past due to total retained
loans 1.29 2.01 in 4.40 144 2.25
Credit card loans by geographic region
California 5 15479 5 15454 § 2,119 §  2.650 5 17598 5§ 18,104
New York 9,755 9,540 B39 1.032 10,554 10,572
Tenas 9418 5,217 B21 1.006 10,2359 10,223
Florida 6,658 B, 724 w025 1LIGS 7.563 7,889
Iilinais 7108 T.077 440 542 7.54B 7,619
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Mew Jersey 5.208 5,070 06 494 5604 5,564
Ohio 4,882 5,035 320 401 5.202 5436
Pennsylvania 4,434 4,521 345 424 4,775 4,945
Michigan 3,7 3,956 217 271 3,994 4,229
Wirginia 3,081 3,020 23T 295 3,298 3,315
Geargia 2,737 £, 834 ns 398 3.052 3232
Washingron 2,081 2,053 359 438 2,440 2,491
Al ather 46,524 47,290 3,720 4,615 50,244 51,905
Tatal retained loans 5121022 5 121,79 5 11053 % 13,733 2132175 5135524
Percentage of portfolio based on carrying

value with estimated refreshed AICD

stores's
Equal to or greater than 660 83.3% B0 62.6% 56.4% Bl.4% T7.9%
Less tham 660 16.7 19.4 T4 43.6 18.6 221

{a) Refreshed FICO scores are estimated based on a statistecally significant random sample of credit card accownts in the
credit card portfolse for the peried shown, The Firm obtaing refreshed FICO scores af least guarterly.
(b} Inchudes billed linance charges and fees net of an allowance for uncollectible amounts.

JPMorgan Chase & Co. /2001 Annual
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Credit card Impaired loans and loan modifications
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The tahle below sets forth information about the Firm's impaired credit card loans, All of these
loans are considerad to be impaired as they have been modified in TDRs.

Chase, excluding

Washington Mutual

Washingron Mutieal

portfalia portfatio Total credli card

Decembeer 31, (i millinnsd 2011 Fle ] 2011 010 2011 2018
tmpaired loans with an allowance «Hb
Cradit card boans with modified payrment
termalet ¥ 4,959 % 6,685 § 1,016 § 1570 % 6,075 % B255
Modified credit cand bpans thar have revered

i pre-modification payment 1ermyd 830 234 209 3 1,139 1,750
Total impaired loans § SBBOS BI24 5 1325 % BRI §3 V214 3 10005
Allowance for loan lesses related to Impaired
laans 5 2995 % 3075 3 532 % Ba4 5 27TV 4060

{a} The carrying salue and the unpasd prancipal balanoe are the same for credit card impaired loans.

(b} There were no impaired loans withou an allowance.

{c)  Represents credit card loans outstanding to borrowers enmalled in & credit card magdification program i of the date

presented.

{di Represents credit card |oans that were modified in TORS but that have subsequently reverted back to the koans’ pre
modification payrment termms, AL December 35, 2000 and 2000, $702 miltion and £1 2 bl respectively, of loans have reverted
back to the pre-madificaton payment terms of the loand due to nentampliance with the teems of the modified loand,
Based an the Firm's historical experipnce a substantial porvien of these laans is expected ro be charged-off in
accordance with the Firm's standard charge-off policy. The remaining 5377 million and 5590 million &1 December 31, 2011 and
I0li, respectively, of these laans are to barmewers who have successfully campleted a shaft - term madification program.
The Firm continues 1o repodt these loans as TORY since the borrowers” credit nes remain closed,

The fallowing table presents average balances of impaired credit card loans and interest income

recognized on those loans,

IAtEreat income on mparted

Year ended December 31, Awerage impaired lpans loans

in millionsi 20 2070 2008 o 2010 2009
Chase, excluding Wathingtan Mutwal portfolio 5 6914 § BT47 % 1050 % 30 % 479 3 181
Washington Mitual portfalio 1,585 1,983 ] 103 126 7
Total eredit card 5 B4%9 % 10FI0C% 4050 % 483 % BD5 4 250
Loan modifications if the cardhelder does not comply with the

[PMargan Chase may offer one of a number of
loan moedification programs to credit card
borrowers who are experiencing financial
difficulty. The Firm has short-term programs
for borrowers who may be in need of temporary
relief, and long-term programs for borrowers
who are experiencing a more fundamental level
of financial difficulties, Most of the credit card
loans have been modified under long-term
programs. Modifications under long-term
programs involve placing the customer on a
fixed payment plan, generally for 60 months,
Maod|fications under all short- and long-term
programs typically include reducing the interest
rate on the credit card. Certain borrowers

maodified payment terms, then the credit card
loan agreement reverts back to s pre-
modification payment terms. Assuming that the
cardholder does not begin to perform In
accordance with those payment terms, the loan
continues to age and will ultimately be
charged-off in accordance with the Firm's
standard charge-off policy. In addition, If a
borrower successfully completes a short-term
modification program, then the loan reverts
back to its pre-maodification payment terms,
However, in most cases, the Firm does not
reimstate the borrower’'s line of credit.

748/866
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enralled in a short-term modification program
may be given the option to re-enrall in a long-
term program. Substantially all modifications
are considered to be TDRs,

JPMiorgan Chase & Co. 2011 Annual
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Motes to consolidated financial statements

The following tables provide informarion regarding the nature and extent of modificanions of credit
card loans for the period presented,

Chase, excluding Washington

Mutual portfolie Washingron Mutwal parmiolio Toual credic card

vear ended Decemnber 31,

2001 Short -barm Long-tarm Shiort - tarm Long -term Sheert - term Lomg-term
Lin millions) programs programs {Erograns prograni programs programs
Nt Entllments § LE1 I 2075 ¥ 26 § 448 5 LU 2,523

Financial effects of modifications and redefaults
The following tables provide information about the financial effects of the cancessions granted on
credit card loans modified in TDRs and redefaults for the period presented,

Year ended Decembror 31, 2001
lin millions, except weighted - average

Chase, extluding
Washington Mutual

Washington Mutual

datal partfalia paitialio Tanal eredit card
Wekghted -average interest rate of keans
befare TOR 14.91% 21.38% 16.05%
Weighted -average mieresl rate ol loans
aler TDR 5.04 6.39 5.28
Loans that redefaulted within one year
of madification*! ] 359 3 124 3 LT

{a) Representi loany modified in TDRs that experenced a payment default in the period pretented, and for which the
payment deflault aceurred within ene year of the madification. The amounts presented represent the balince of such

Izans as of the end of the quarter in which they defaidred,

For credit card loans modified in TDRs,
payment default Is deemed to have occurred
when the loans become two payments past
due. At the time of default, a loan Is removed
fram the modification program and reverts
back to lis pre-modification terms. Based on
histarical experience, a substantial portion of
these loans are expected 1o be charged -off in
accardance with the Firm's standard charge-off
policy. Also based on historical experience, the
estimated weighted-average ultimate default
rate for modified credit card loans was 35.47%
at December 31, 2011, and 36.45% at
December 31, 2010,

Mote 15 — Allowance for credit losses

jPMlorgan Chase's allowance for loan losses
covers the wholesale and consumer, including
credit card, loan portfolios, and represents
management’s estimate of probable credit
losses inherent in the Firm's loan porifolio. The
allowance for loan losses includes an asset-
specific companent, a formula-based
component and a component related 1o PCI
loans, as described below. Management also
estimates an allowance for wholesale and

consumer loans) are pooled by product type.

The Firm generally measures the asset-specific
allowance as the difference between the
recorded investment in the loan and the
present value of the cash flows expected to be
collected, discounted at the loan's original
effective interest rate. Subseguent changes in
impainment are reported as an adjustment (o
the provision for loan losses. In certain cases,
the asser-specific allowance is determined
using an observable market price, and the
allowance is measured as the difference
hetween the recorded invesiment in the loan
and the loan’s fair value. Impaired collateral-
dependeni loans are charged down to the falr
value of collateral less costs to sell and
therefore may not be subject to an asset-
specific reserve as for other impaired loans, See
Mote 14 on pages 231-252 of this Annual
Repart for more information about charge-offs
and collateral-dependent loans.

The azset-specific component of the allowance
for impaired loans that have been madified in
TDRs incorporates the effects of foregone
interest, if any, in the present value calculation
and also incorporates the effect of the
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consumer lending-related commitments using
methodologies similar to those used to
estimate the allowance on the underlying loans.
During 2011, the Firm did not make any
significant changes to the methodologies or
policies used to determine its allowance for
cradit losses; such policies are described in the
following paragraphs.

The asser-specific companent of the allowance
relates to loans considered to be impaired,
which includes loans that have been modified
in TORs as well as risk=rated loans thar have
been placed on nonaccrual status. To
determine the asset-specific component of the
allowance, larger loans are evaluated
individually, while smaller Ioans are evaluated
as pools using historical loss experience for the
respective class of assets. Risk-rated loans
{primarily wholesale loans) are segmented by
risk rating, while scared loans {i.e.,

252
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maodification on the loan’s expected cash flows,
which considers the potential for redefault. For
wholasale loans modified in TDRs, expected
losses incorporate redefaults based on
management's expectation of the borrower's
ability to repay under the modified terms, For
residential real estate loans modified in TDRs,
the Firm develops product-specific probability
of default estimates, which are applied at a loan
level to compute expected losses. In developing
these probabilities of default, the Firm
considers the relationship berween the credit
quality characteristics of the underlying loans
and certain assumptions about home prices
and unemployment, based upon industry-wide
data, The Firm also considers its own historical
loss experience to date based on actual
redefaulted modified loans. Far credit card
loans modified in TDRs, expected losses
incorporate projected redefaults based on the
Firm's

IPMorgan Chase & Co. /2001 Annual
Report
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histarical experience by type of modification
program,

The farmula-based component is based on a
statistical calculation to provide for probable
principal losses Inherent in perfarming risk—
rated loans and all consumer loans, except for
any leans restructured in TORs and PCI loans
Ses Note 14 on pages 231-252 of this Annual
Report for maore information on FCI loans.

For risk-rated loans, the statistical calculation
i the product of an estimated probability of
default ("PD7) and an estimated loss given
default ("LCD) These factors are differentiated
by risk rating and expected maturity. In
assessing the risk rating of a particular loan,
amaong the factors considered are the abligor’s
debr capacity and financial flexibilivy, the level
of the abligor's earnings. the amount and
sources for repayment, the level and nature of
contingencies, management strength, and the
Industry and geagraphy in which the obligor
operates, These factors are based on an
evaluation of historical and current information,
and Involve subjective assessment and
Interpretation. Emphasizing one factor over
another or considering additional factors could
Impact the risk rating assigned by the Firm o
that loan, PO estimates are based on
observable external through-the-cycle data,
using credit-rating agency default statistics,
LGD estimates are based on the Firm's history
of actual credit losses over more than one
credit oycle.

For scored loans, the statistical calculation is
performed on pools of loans with similar risk
characteristics (e.g., product type) and
generally computed by applying expected loss
factors to outstanding principal balances over
an estimated loss emergence period. The loss
emergence period represents the time period
between the date at which the loss is estimated
to have been incurred and the ultimate
realization of that loss (through a charge-off),
Estimated loss emergence periods may vary by
product and may change ower time,
management applies judgment in estimating
loss emergence periods, using available credit
infgrmation and trends,

Loss factors are statistically derived and
sensitive to changes in delinquency status,
credit scores, collateral valuwes and other risk
factors. The Firm uses a number of different
forecasting madels 1o estimate both the PD and
the loss severity, including delinguency roll rate
models and credit loss severity models. In
developing PD and loss severity assumpilons,
the Firm also considers known and anticipated
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validated by comparison to actual losses
recagnized on defaulted loans, market-specific
real estate appraisals and property sales
activity, The ecomomic Impact of patential
maodifications of residential real estate loans Is
not included in the statistical calculation
because of the uncertainty regarding the type
and results of such modifications.

Management applies judgment within an
established framework to adjust the results of
applying the statistical caloulation described
above. The determination of the appropriate
adjustment is based an management’s view of
uncertainties that have occurrad but that are
not yet reflected in the loss factors and that
relate to current macroeconomic and political
conditions, the quality of underwriting
standards and other relevant internal and
external factors affecting the credit guality of
the portfolio. In addition, for the risk-rated
portfalios, any adjustments made to the
statistical calculation also consider
concentrated and deteriorating |ndustries. For
the scored loan portfalios, adjustments ta the
statistical calculation are accomplished im part
by analyzing the historical loss experience for
each major product segment, Factors related to
unemployment, home prices, barrower
behavior and lien position, the estimated
effects of the mortgage foreclosure-related
settlement with federal and stave officlals and
uncertainties regarding the ultimate success of
loan modifications are incorporated Into the
calculation, as appropriate. For junior lien
products, management considers the
delinquency and) or modification status of any
seniar liens in determining the adjustment.,

Management establishes an asset-specific
allowamnce for lending-related commitments
that are considered impaired and computes a
farmula-based allowance for performing
whaolesale and consumer lending-related
commitments. These are computed using a
methodology similar to that used for the
wholesale |oan portfolio, modified for expected
maturities and probabilities of drawdawn,

Determining the appropriatenass of the
allowance is complex and requires judgment by
management about the effect of matters that
are inherently uncertain. Subsequent
evaluations of the loan portfolio, In light of the
factors then prevailing, may result in significant
changes in the allowances for loan losses and
lending=related commitments in future periads.

Ar least quarterly, the allowance for credit
losses is reviewed lyy the Chief Risk Officer, the
Chief Financial Officer and the Controller of the
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changes in the economic environment,
including changes in hame prices,
unemployment rates and other risk indicatars.
A nationally recognized home price index
measure is used to estimate both the PD and
the loss severity on residential real estate loans
at the metropolitan statistical areas ("MSA")
level, Loss severity estimates are regularly
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Firm and discussed with the Risk Policy and
Audit Committees of the Board of Directors of
the Firm. As of December 31, 2011, JPMorgan
Chase deemed the allowance for credit losses
to be appropriate (i.e., sufficient to absorb
probable credit losses that are inherent in the
portfalia),
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Notes to consolidated financial statements

Allowance for credit losses and loans and lending-related commitments by impalrment
methodology

The table below summarizes information about the allowance for loan losses, loans by impairment
methodelogy, the allowance for lending-related commitments and lending-related commitments by
impairment methodology.

2011
¥Wear ended Decermber 31, Cansumer,
fin milliars) exduding
Wholesale  credit card Credit card Toal
AMdlowance for loan losses
Beginning balance at panuary 1, 5 4. 761 § 16,471 5 11,034 § 32,266
Cumulative effect of change in accounting principhestal = . . —
Gross charge-offs 816 5419 B, 168 14,503
Gross recowerhes (47E) (547 (1,243) (2,266)
Met charge-offs 440 4.E72 6,925 12,237
Provision for lpan Insses 17 4670 2,925 7612
Cither (22 5 (35} LEF]]
Ending balance at Decermnber 31, 4 4316 § 16,294 3 6999 % 27,609
Allowance for loan losses by impairment methodology
Aot -specific® 1 516 % B2EB 5 2727 § 4,071
Farmula-based 3,B00 9,755 4,272 17,827
Pl _ 5,711 _ 5711
Total allowance for loan losses H 4316 5 165294 i 6999 § 27,609
Loans by impairment methodology
Asser-specific 5 2,549 § 9,892 5 7214 § 19,655
Formula-based 275,825 132,989 124,961 633,775
PCI 21 65,546 _ 65,567
Total retained loans § 278,395 § 308,427 £ 132,175 § 718,997
Impaired collateral-dependent loans
Net change-offs 5 128 § 1o 3 5 238
Loand measured at fair value of collateral fesd cont 1o welifc B33 B3p = 1,663
Allowance for lending-related commitments
Beginning balance at Jamuary 1, 5 FAR I ] 5 H nz
Cumulative effect of change in accounting principlesia! _ _ . _
Prowision for lending-related commitments {40) 2 - {38)
Othet {50 (1 - 15
Ending balance at December 31, 5 GEE § ) 5 — 5 673
Allewance for lending-related commitments by impairment
methadology
Asser-specific H 150 § . 1 — ¥ 150
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Farmula-based 516 7 _ 523
Total allowance for lending-related commitmants 5 GE6 § Fl 3 _ 5 673

Lending-related commitments by impairment methodology

Asser-specific 5 BG5S § = 5 _ 5 865
Formula-based 380,874 62,307 530,616 974,797
Tatal lending-related commitments § 382,739 % 62307 5 530616 § 975662

{a) Effective jJanuary 1. 2000, the Firm adopted accounting guidance relared 1o VIES. Upon adoption of the guidance, the Firm
consoledated its Firm-sponsored credit card securitizatbon trusts, its Firm-administered multi-seller conduits and certain
other cansumer loan securitization entities, primartly mortgage-related. As a result, 574 billson, 514 millon andl $127 million,
respectively, of allowance for loan loases were recarded on-balanes sheet with the consalidation of these entities. For
further discussion, see Mote 16 on pages 256 267 of this Anmul Report.

b} Includes risk-rated loans that have been placed on nonaccrual status and loans that have been modified in a TDR,

() Prior pericds have been revised 1o conform with the current presentation,

{d) Includes collateral-dependent residential mortgage loans that are charged off to the fair value of the underlying
eallateral less eodt to sell. These laans are considered callateral-dependent under regulatary guidance because they
imvalve modifications where an interest-only period is provided or a significant portson of principal is deferred.

IPMargan Chase & Co. /2001 Annual
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(table continwed from previous page)

2010 2009
Consumer, Consumer,
excluding excluding
Wholesale  credit card Credit card Tomal Wholesale credit card Credit card Taonal
¥ 7,045 % 14,785 ] 9672 § 3160z 3§ 6,545 § 8927 5 7692 % 23,164
14 127 7.353 T, 494
1,949 5,383 15410 25,782 3,226 10,421 10,371 24,0148
262) [ar4y {1,373 2,108 194) 222} (737 (1,053
1,727 7,000 12,037 23,673 3,132 10,199 9634 22,965
1B73) 9,458 8037 16,822 1,684 15,032 1208 31,735
2 10 (] 21 48 25 (405) {332}
5 4,761 § 16,471 3 11,034 § 32,266 9§ 7,045 § 14,785 ] 9672 § 31,602
¥ 1574 3 1,075 3 4069 § 6718 3% 2,046 § BoE 3 LT3 6,059
1,187 10,455 6.965 20,607 5,099 12,308 6,555 23,962
4,541 4,941 1,581 1,581
£ 4761 % 16,471 5 11,034 § 12,266 § 7145 § 14,785 5 9672 % 11,602
5 5486 % 6,230 4] 10,005 & 2. 8 £,960 % 3,648 ¥ 5,245 § 16,853
216,980 F48 481 125,519 550,950 192,982 263 462 72,541 52E,985
44 72,763 - 72,807 135 81,245 - B1,380
5222510 8 327464 § 135524 5 6B5498 3 200077 5 348,355 5 78786 § 627218
5 636 § 304 3 % 940 % 1,394 § 166 5 ¥ 1,560
1,269 BoO @ 2,159 1.744 210 @ 1,954
5 927 % 12 5 i 933 3§ 634 § 25 5 — 659
{18) 118
{177 (6} 1183) 290 (1 - 280
(F}] 21 3 (3
5 711 § 1] 1 - 75 927 § 12 5 S | 939
$ 180 % s 5 180 % a7 % I % 2a7
531 B . 537 630 12 - 042
H T s & 4] H iy s 9zr 8 12 L] ] 2139

756/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

§ 1,005 % L] 5 1,005 % 1,577 § 1 L] 1,577
345,074 65,403 547227 B57,704 345,578 74,827 569113 BEO.518
$3a96,079 § 65,403 $ 0 S472IT 5 95ET0D 3 347055 % 74,827 §  S69,113 % 991,095

JPMiorgan Chase & Co. /20010 Annual
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Motes to consolidated financial statements

Mote 16 - Variable interest entities

For a further description of JPMorgan Chase’s accounting policies regarding consolidation of VIEs,
see Note 1 on pages |182- 183 of this Annual Report.

The following table summarizes the most significant types of Firm-sponsored VIEs by business
segment, The Firm considers a "sponsored” VIE to include any entity where: (1) JPMorgan Chase is
the principal beneficiary of the structure; (2) the VIE 15 wsed by JPMorgan Chase to securitize Firm
assets; (3) the VIE Issues financial Instruments with the |PMorgan Chase name; or {4) the entlty Is a
JPMorgan Chase-administered asset-backed commercial paper conduit,

Line-of- Ammusal Repat
Business Tramsaction Trpe Aty aage reference

Secietitization af borh arlginamed and
Card Credit card securitization trusts 257
purchased credit card recelvables

. Securntization of orginated automobibe
Oither securitization trusis 257260
and student loams

RFE Meftgage SEcuritization brusts Securitizatinn af arigindted and purchased 157260
residential momgages
I8 Mongage and eiher securtization (rusts  Securitization of both ariginated and I57-260

purchased mesidential and cammercial
mortgages, aulomobile and student |oans

Assian clients in accessing the financial 260
Muibii-selber comdisits markers in a cost-efficient manner and
SUTUCLIAES (FARSACTIGNS [0 mEsl investor
Imvestor intermediation activities needs
Municipal bond wehicles 200-761
Crodit-retated nole and assel swap 261263

wehiches

The Firm's other business segments are also involved with VIEs, but to a lesser extent, as follows;

«  Asset Management! Sponsors and manages certain funds that are deemed VIEs, As asset
manager of the funds, AM earns a fes based on assets managed, the fee varies with each fund's
investment abjective and |5 competitively priced. For fund entities that qualify as ViEs, AM's
interests are, in certain cases, considered 1o be significant variable interests that result in
consolidation of the financial results of these entities.

«  Treasury & Securities Services: Provides services to a number of VIES that are simlilar ta those
provided to non-VIEs. TS5 earns market-based fees for the services it provides. TS5's interests
are generally not considered to be potentially significant variable interests and/or T55 does not
control these VIEs: therefore, TSS does not consolidate these VIEs.

+« Commercial Banking: CB makes investments in and provides lending to community
development entities that may meet the definition of & VIE. In addition, CB provides financing
and lending related services to certain client-sponsored VIEs. In general, CB does not contral
the activities of these entities and does not consolidate these entities.

» Corporate/Private Equity: Corporate uses VIES to issue guaranteed capital debt securities. See
Mote 21 on pages 273275 of this Annual Report for further information. The Private Equity
business, within Corporate/ Private Equity, may be involved with entities that are deemed VIEs.
However, the Firm's private equity business is subject to specialized investment company
accounting, which does not require the cansolidation of investments, including VIEs,

The Firm also invests in and provides financing and other senvaices to VIEs sponsored by third
parties, as described an page 263 of this Note.

JPMorgan Chase & Co /2001 Annual
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Significant Firm-sponsored varlable interast entities

Credit card securitizations

The Card business securitizes originated and
purchased credit card loans, primarily through
the Chase |ssuance Trust (the "Trust’). The
Firm's continuing involvement in credit card
securitizations includes servicing the
receivables, retaining an undivided seller’s
interest in the receivables, retaining certain
senior and subordinated securities and
maintaining escrow accounts.,

The Firm is considered to be the primary
beneficiary of these Firm-sponsored credit card
securitization trusts based on the Firm's ability
to direct the activities of these VIEs through its
servicing responsibilities and other duties,
including making decisions as to the
receivables that are transferred into those
trusts and as to any related modifications and
workouts, Additionally, the nature and extent
of the Firm's other continuing invalvement with
the trusts, as indicated above, obligates the
Firm to absorb losses and gives the Firm the
right to receive certain benefits from these VIEs
that could potentially be significant.

Effective January 1, 2010, the Firm consolidated
the assets and liabilities of the Firm-sponsored
credit card securitization trusts as a result of
the implementation of VIE consalidation
accounting guidance. See the table on page
264 of this Mate for more information on the
consalidation of credit card securitizations.

The underlying securitized credit card
receivables and other assets are available anly
for payment of the beneficial interests issued
by the securitization trusts; they are not
available to pay the Firm's other obligations or
the claims of the Firm's other creditors.

JPidorgan Chase & Co. /2011 Annual
Repdrt

The agreements with the credit card
securitization trusts require the Firm to
maintain a minimum endivided interest in the
credit card trusts (which generally ranges from
4% 1o 12%). As of December 31, 2011 and
20140, the Firm held undivided interests in
Firm-sponsored credit card securitization trusts
of 513.7 billion and $17.2 billion, respectively,
The Firm maintained an average undivided
interest in principal receivables owned by those
trusts of approximately 22% and 19% for the
yvears ended December 31, 2011 and 2010,
respectively, The Firm also retained 5541
million and %1.1 billion of senior securities and
£3.0 billion and $3.2 billion of subordinated
securities in certain of its credit card
securitization trusts as of December 31, 2011
and 2010, respectively, The Firm's undivided
interests in the credit card trusts and securities
retained are eliminated in consolidation.

The Firm securitizes (or has securitized)
originated and purchased residential
mortgages, commercial mortgages and other
consumer loans {including automobile and
student loans} primarily in its IB and RFS
businesses. Depending on the particular
transaction, as well as the respective business
involved, the Firm may act as the servicer of the
loans and/or retain certain beneficial interests
in the securitization trusts.

257
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Motes to consolidated financial statements

The following table presents the total unpaid principal amount of assets held in Firm-sponsored
securitization entities in which the Firm has continuing involvement, including those that are
consolidated or not consolidated by the Firm. Continuing involvement includes servicing the loans;
helding senlar Interests or suberdinated Interests; recourse or guarantee arrangements; and
derivative transactions. In certain instances, the Firm's only continuing involvement is servicing the
loans. See Securitization activity on pages 264-265 of this Note for further information regarding
the Firm's cash flows with and interests retained in nonconsolidated VIEs.,

Principal amount autstanding

JPMorgan Chase interest in
securitized assets In
nonconsolidated VIEsdHERR

Assers held in
Assets held  nonconsolidated
Tatal asseis n securitization
held by consalidated WIEs with

SEOufitizaten AecuritiEatian aontinilng

Total
Interests
held by
Trading AFS JPMargan

December 31, 20111 in billions) WIEs ViEs Irvalvement assers  sequrities  Chase
Securitization-related
Residential marigage:

Primeft L] 129.5 % 24 5 LU LI T 1 0.6 5 _ 5 o0&

Subprime 383 0.2 EL ]

Option ARMs 31.1 - 3 - - -
Commercial and otherl 139.2 - 93.3 T 2.0 7
Sudent 4.1 %.1 ey o, e =
Total 5 3423 3 67 § 2612 § 235 20 5 43

Principal ameunt autstanding

IPMergan Chase interest in
securitized asiens in
monconselidated VIEsdHENT

Assets held in
Assets held nonconsolidated
Taral assets in securitization

Feld by consalidated WIEs with
sepuritization secuntization COntinEing

Tetal
interests
held by
Trading AFS  IPMaorgan

December 31, 2010%91 (i Billions) WIEs VIEs Imvabaemaent assets  securities  Chase

Securitization-related

Residential morigage
Prime®! i 1551 3% i § 1438 3§ oy s H 0.7
Subprime 44.0 1.6 40.7 - - o
Option ARMs 6.1 0.3 35.B

Commercial and other’ 153.4 - 106.2 2.0 0.9 2.9

Student 4.5 4.5

Tatal L] 3911 3% B6 5 65 % 275 09 5 16

oOoOooodn

{a) Exchedes US. government agency securitizations. See page 265 of this Mote for infarmation an the Firm's loan saled 1o

LS. government agencies.
{b) Includes Alt-A loans,

{e) Consists of securities backed by cammercial lnans (predominantly real estate) and non ~Morngage-related consumer
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receivables purchased from third parties, The Firm generally does not retain a residual interest i its sponsored
commercial mertgage securitization ransactions,

{d) The table above excludes the following: retained servicing (see Mote 17 on pages 267-271 of this Annwal Report far a
discussion of MSRs), securities retained from loans sabes 1o LS. goverament agencees; interest rate and foreign exchange
derivatives primarily used to manage interest rate and forelgn exchange risks of securitization entities {(See Note & an
pages 202-210 of this Annual Report far further information on derivatives); senior and subardinated securities of $110
million and £ millson, respectively, at December 31, 2011, and $182 million and $18 millos, respectively, a1 December 31, 3010,
which the Firm purchased in connection with I8%s secondary marker-making activities,

{2} Inchudes interests held in re-securitization Eransaciiens,

{f) As of December 11, 200 | and 2000, 682 and &6%, respectively, of the Fiem's retained securitization interests, which are
carried at fair value, were risk-rated “A” or better, on an 5&P-equivalent basis. The retained interests in prime residential
maortgages cansiated of 5136 milbon and $157 million of investment-grade and 5427 million and 5332 millen of
noninvestment-grade retained interests at December 51, 2011 and 2010, respectively. The retained interests in commercal
and other securitizations trusts consisted of $1.4 hillion and 526 hillion of Investment-grade and $Z81 milkion and $230 million
of noninvestment-grade retained interests at Docember 15, 2001 and 2010, respectively.

JrMorgan Chase & Co. /20011 Annual
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The Firm securitizes residential mortgage loans
originated by RFS5, as well as residential
mortgage loans purchased from third parties by
either RF5 or 1B, RFS generally retains servicing
for all residential mortgage loans originated or
purchased by RFS, and for certain morigage
loans purchased by B, For securitizations
serviced by RFS, the Firm has the power to
direct the significant activities of the VIE
because it is responsible for decisions related
to loan modifications and workouts, RFS may
retain an interest upon securitization.

In addition, 1B engages in underwriting and
trading activities involving securities issued by
Firm-sponsored securitization trusts, As a
result, 1B at times retains senior and /or
subardinated interests (including residual
interests) in residential mortgage
securitizations upon securitization, and; or
reacquires positions (n the secondary market in
the normal course of business. In certain
Instances, as a result of the positions retained
or reacquired by IB or held by RF5, when
considerad together with the servicing
arrangements entered into by RFS, the Firm s
deemed 1o be the primary beneficiary of certain
securitization trusts. See the table on page 264
of this Mote for more information on the
consolidated residential mortgage
secutitizations,

The Firm does not consclidate a mortgage
securitization {(Firm-sponsored or third-party -
sponsored) when [t is not the servicer {(and
therefore does not have the power to direct the
most significant activitles of the trust) or does
not hold a beneficial interest im the trust that
could potentially be significant to the trust. At
December 31, 2011 and 2010, the Firm did nat
consolidate the assets of certain Firm-
sponsored residential mortgage securitization
VIEs, in which the Firm had continuing
invalvement, primartly due to the fact that the
Firm did mot hold an Interest in these wrusis
that could potentially be significant 1o the
trusts, See the table on page 258 of this Note
for further information on interests held in
nenconsolidated securitizatlons

Commercial martgages and ather consumer
securitizations

IB ariginates and securitizes cammercial
maortgage loans, and engages in underwriting
and trading activities involving the securities
issued by securitization trusts. |B may retain
unsald senior and/or subordinated interests in
commercial mortgage securitizations at the
time of securitization but, generally, the Firmi
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of this Note for more Information on the
consalidated studem loan securitizations, and
the table on page 258 of this Mote for further
infarmation an interests held in
nonconsolidated securitizations.

Re-securitizations

The Firm engages In certain re-securitization
transactions in which debt securitias are
transferred to a VIE in exchange for new
heneficial interests. These transfers occur in
cannection with both agency (Fannie Mae,
Freddie Mac and Ginnie Mag) and nonagency
{private-label} sponsored VIEs, which may be
backed by either residential or commercial
mortgages. The Firm's consolidation analysis 1s
largely dependent on the Firm's role and
interest in the re-securitization trusts. During
the years ended December 31, 2011, 2010 and
2009, the Firm transferred 524.9 billlon, 533.9
billion and 519.1 billion, respectively, of
securities to agency VIEs, and $381 millian,
%51.3 billion and 34.0 billion, respectively. af
securities to private-label VIEs.

Mozt re-securitizations with which the Firm is
invelved are client-driven transactions in which
d specific client ar group of clients are seeking
a specific return or risk profile. For these
transactions, the Firm has concluded that the
decision-making power of the entity is shared
between the Firm and its client(s), considering
the joint effort and decisions in establishing the
re-securitization trust and Its assets, as well as
the significant ecanomic intarest the client
holds in the re-securitization trust; therefare
the Firm does not consolidate the re-
securitization VIE,

In more (imited circumstances, the Firm creates
a re-securitization trust independently and not
in conjunction with specific clients, In these
circumstances, the Firm is deemed to have the
unilateral abiiity to direct the most significant
activities of the re-securitization trust because
of the decisions made during the establishment
and design of the trust; therefore, the Firm
consolidates the re-securitization VIE if the
Firm holds an interest that could potentially be
significant,

Additianally, the Firm may invest in beneficial
interests of third-party securitizations and
generally purchases these interests in the
secondary market, in these circumstances, the
Firm does not have the unilateral ability to
direct the most significant activities of the re-
securitization trust, either because it wasn't
involved in the initial design of the trust, or the
Firm is involved with an independent third party
sponsar and demonstrates shared power over
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does not service commercial loan
securitizations, For commercial mortgage
securitizations the power to direct the
significant activities of the VIE generally is held
by the servicer or investors in a specified class
of securities (“controlling class”). See the table
on page 264 of this Note for mare information
on the consolidated commercial mortgage
securitizations, and the table on page 258 of
this Mote for further information on interests
held in nonconsolidated securitizations.

The Firm also securitizes automabile and
student loans. The Firm retains servicing
responsibilities for all originated and cerain
purchased student and automobile loans and
has the power to direct the activities of these
WiIEs through these servicing responsibilities.
See the table on page 264

JPMdorgan Chase & Co./ 2011 Annual
Kot

the creation of the trust; therefore, the Firm
does not consolidate the re-securitization VIE.
As of December 31, 2011 and 2010, the Firm
did not cansolidate any agency re-
securitizations. As of December 31, 2011 and
2010, the Firm consolidated $348 million and
5477 million, respectively, of assets, and §139
million and $230 million, respectively, of
liabilities of private-label re-securitizations.
See the table on page 264 of this Note for more
infarmation on the cansolidated re-
securitization transactions.
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Motes to consolidated financial statements

As of December 31, 2011 and 2010, toral
assets of monconsolidated Firm-sponsored
private-label re-securitization entities were
$3.3 billion and $3.6 billlon, respectively, At
December 31, 2011 and 2010, the Firm held
approximately £3.6 billion and 53.5 billion,
respectively, of interests in nonconsolidared
agency re-securitization entities, and £14
milllon and $46 million, respectively, of senior
and subordinated interesis in nonconsolidated
private-label re-securitization entities. See the
table on page 258 of this Note for further
information on interests held in
nencansolidated securitizations.

Muti-seller conduits

Multi-seller conduit entities are separate
bankruprey remote entitles that purchase
interests in, and make loans secured by, pools
of receivables and other financial assets
pursuant to agreements with customers of the
Firm. The conduits fund their purchases and
loans through the issuance of highly rated
commercial paper. The primary source of
repayment of the commercial paper is the cash
flows fram the pools of assets. in most
instances, the assets are structured with deal
spacific credit enhancements provided to the
conduits by the customers (i.e., sellers) or other
third partles. Deal-specific credit
enhancements are generally structured to cover
a multiple of historical losses expected on the
pool of assets, and are typically in the form of
overcollateralizatlon provided by the seller. The
deal-specific credit enhancements mitigate the
Firm's porential losses on Its agreements with
the conduits.

To enswre timely repayment of the commercial
paper, each asset pool financed by the conduits
has a minimoam 100% deal-specific liquidity
facility assoclated with it provided by |PMorgan
Chase Bank, N.A, [PMorgan Chase Bank, N.A.,
also provides the multi-seller condult vehicles
with uncommitted program -wide lguidity
facilities and program-wide credit
enhancement in the form of standby letters of
credit. The amount of program-wide credit
enhancement required varies by conduit and
ranges between 5% and 10% of the commercial
paper that Is outstanding.

The Firm consalidates its Firm-administered
multi-seller condults, as the Firm has both the
power ta direct the significant activities of the
conduits and a patentially significant economic
interest in the conduits. As administrative agent
and i its role In structusing transactions, the
Firm makes decisions regarding asset types and
cradit quality, and manages the commercial
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paper issued by the Firm-administered multi-
sefter conduits at December 31, 2011, which
was eliminated in consolidation. The Firm did
not hold commercial paper issued by the Firm-
administered multi-seller conduits at
December 31, 2010, The Firm's investments
were not driven by market llliguidity and the
Firm is not obligated under any agreement to
purchase the commercial paper issued by the
Firm-administered multi-seller conduits,

Deal-specific liquidity facilities, program-wide
liquidity and credit enhancement provided by
the Firm have been eliminated in consclidation,
The Firm provides lending-related
commitments to certain clients of the Firm-
administerad multi-seller conduits. The
unfunded portion of these commitments was
£10.8 biltion and $10.0 billion at December 31,
2011 and 2010 respectively, which are reported
as off-balance sheet lending-related
commitments. For more information on off-
balance sheet lending-related commitments,
see Mote 29 on pages 283 289 of this Annual
Report.

VIEs associated with investor intermediation
activities

Az a financial mtermediary, the Firm creates
certaln types of VIEs and also structures
transactions with these VIEs, typically using
derivatives, to meet investor needs. The Firm
may also provide liguidity and ather support.
The risks Inherent in the derivative instruments
or liquidity commitments are managed similarly
ta other credit, market or liguidity risks to
which the Firm is exposed. The principal types
of VIEs for which the Firm is engaged in on
benalf of clients are municipal bond vehicles,
credit-related note vehicles and asset swap
wvehicles.

Municipal bond vehicles

The Firm has ¢reated a series of trusts that
provide short-term investars with qualitying
tax-exempt investments, and that allow
investors in tax-exempt securities to finance
their investments at short-term tax-exempt
rates. In a typical transaction, the vehicle
purchases fixed-rate longer-term highly rated
municipal bonds and funds the purchase by
issuing two types of securities: {11 puttahle
flpating-rate certificates and {2) inverse
floating-rate residual Interests ("residual
interests”), The maturity of each of the puttable
floating-rate certificates and the residual
interests is equal to the |ife of the vehicle, while
the maturity of the underlying municipal bonds
is typically longer. Holders of the puttable
floating-rate certificates may “put,” or tender,
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paper funding needs of the conduits, The Firm'
s interests that could potentially be significant
to the VIEs include the fees received as
administrative agent and liquidity and
program-wide credit enhancement provider, as
well as the potential exposure to the liguidity
and credit enhancement facilities provided to
the conduits. See page 264 of this Mate for
further information on consalidated VIE assets
and liabilities.

in the nermal course af business, JPMorgan
Chase trades and invests in commercial paper,

including commercial paper issued by the Firm-

administered multi=seller conduits. The Firm
held $11.3 billion of the commercial
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the certificates if the remarketing agent cannot
successfully remarket the floating-rate
certificates to another investor. A liquidity
facility conditionally obligates the liquidity
provider to fund the purchase of the tendered
floating-rate certificates, Upon termination of
the vehicle, proceeds from the sale of the
underlying municipal bonds would first repay
any funded liquidity facility or outstanding
floating-rate certificates and the remaining
amount, if any, would be paid to the residual
interasts, If the proceeds from the sale of the
underlying municipal bonds are not sufficient
to repay the liquidity facility, in certain
transactions the liquidity pravider has recourse
ta the residual interest holders for
reimbursement. Certain residual interast
holders may be required 1o post collateral with
the Firm, as liquidity

IPMoergan Chase & Co. /2001 Annual
Report
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provider, to support such reimbursement
obligations should the market value of the
municipal bonds decline,

IPMorgan Chase Bank, N.A, often serves as the
sole liquidity provider, and J.P, Margan
Securities LLC as remarketing agent, of the
puttable floating-rate certificates. The liquidity
provider’'s obligation to perfarm is conditional
and is limited by certain termination events,
which include bankruptey or failure to pay by
the municipal bond issuer or credit
enhancement provider, an event of taxability on
the municipal bonds or the immediate
downgrade of the municipal bond to below
investment grade. In addition, the Firm's
exposure as liquidity provider is further limited
by the high credit quality of the underlying
municipal bands, the excess collateralization in
the vehicle or in certain transactions the
reimbursement agreements with the residual
interest holders. However, a downgrade of
JPMorgan Chase Bank, N.A's shart-term rating
does not affect the Firm's abligation under the
liquidity facility.

The long-term credit ratings of the puttable
floating rate certificates are directly related to
the credit ratings of the underlying municipal
bonds, to the credit rating of any insurer of the
underlying municipal bond, and the Firm's
short-term credit rating as liquidity provider, A
downgrade in any of these ratings would affect
the rating of the puttable floating-rate
certificates and could cause demand
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for these certificates by Investors to decline or
disappear.

As remarketing agent, the Firm may hold
puttable floating-rate certificates of the
municipal bond vehicles, At December 31,
2011 and 2010, respectivaly, the Firm held
£637 million and $248 million of these
certificates on its Consolidated Balance Sheets.
The largest amount held by the Firm at any
time during 2011 was 51.1 hillion, or 7.6%, of
the municipal bend vehicles® aggregate
autstanding puttable floating-rate certificates.
The Firm did not have and continues not ta
have any intent to protect any residual interest
holder from potential losses an any of the
municipal bond holdings.

The Firm consolidates municipal bond vehicles
if it owns the residual interest. The residual
interest generally allows the owner to make
decisians that significantly impact the
econamic performance of the municipal bond
vehicle, primarily by directing the sale of the
municipal bonds owned by the vehicle. In
addition, the residual interest owners have the
right 1o receive benefits and bear losses that
could potentially be significant to the municipal
bond vehicle. The Firm does not consolidate
municipal bond vehicles if it does not own the
residual interests, since the Firm does not have
the power (o0 make decisions that significantly
impact the economic performance of the
municipal bond vehicle.

The Firm's exposure to nonconsolidated municipal bond WIEs at December 31, 2011 and 2010,
including the ratings profile of the VIEs' assets, was as follows.

Fair value of
Cucambir 31, et hdd by Lipuid ity Facilities Excess )/ {deficin MR
lin bellsons] VIES fa b ENpOSUTE
Nonconsolidated municipal bond vehicles
2001 8 135 % 798 56 3 Ta
2010 137 BB 49 E.8
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Ratings profile of VIE assetsle

Muminvestment-

W, awig.

investment-grade grade Fair vilue  expected
Degermber 31, of assels life al
fim billigns, except where otherwise ASA e AA+ o BB+ 1o held by assels
noted) LEEE A As 0 A= BER- BB+ and below VIEs {years)

2011 § 1.5% 1125 0.7 § _ i ol 5 135 6.6

2010 1.9 1.2 0.6 13.7 15.5

{a) The Firm may serve as credit enhancement provider to municipal bond vehicles in which it serves as liquidity provider,
The Firm provided insurance on underlying municipal bonds, in the form of letters of credit, of 510 milles at December
0, 2000, The Firm did naot provide insurance on underlying mumnicipal bonds at December 11, 3001,

(b} Represents the excess/[deficit] of the falr values of municipal bond assets avallable to repay the liquidity facilities, if

drawn,

(€] The ratings scale is based on the Firm's interal risk ratings and s presented on an 5&P-equivalent basis.

Credit-related note and asset swap vehicles

Cradit-related note vehicles

The Firm structures transactions with credit-
related note vehicles in which the VIE purchases
highly rated assets, such as asset-backed
securities, and enters into a credit derivative
contract with the Firm to obtain exposure to a
referenced credit which the VIE otherwise does
not hold. The VIE then issues cradit-linked
notes {"CLNs") with maturities predominantly
ranging from one to 10 years in order to
transfer the risk of the referenced credit to the

JMdorgan Chase & Co /20001 Annual
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VIE's investors. Clients and investors often
prefar using a CLM wehicle since the CLMNs
issued by the VIE generally carry a higher credit
rating than such notes would if issued directly
by JPMorgan Chase. As a derivative
counterparty in a credit-related note structure,
the Firm has a senior claim on the collateral of
the VIE and reports such derivatives on its
Consolidated Balance Sheets at fair value. The
collateral purchased by such VIEs is largely
investment-grade, with a significant amount
being rated “AAA" The Firm divides its credit-
related note structures broadly into two types:
static and managed.
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Motes to consolidated financial statements

In & static credit-related note strocture, the
CLNs and assoclated credit derivative contract
either reference a single credit (e.g., a multi-
national corporatien), or all or part of a fixed
portfolio of credits. In a managed credit-related
note structure, the CLNs and associated credit
derivative generally reference all or part of an
actively managed portfolio of credits, An
agreement exists between a portfolio manager
and the VIE that gives the portfolio manager the
ability to substitute each referenced credit in
the portfolio for an alternative credit. The Firm
does not act as portfolio manager; its
involvement with the VIE is generally limited to
being a derivative counterparty, As a net buyer
of credit protection, in both static and managed
credit-related mote structures, the Firm pays a
premium to the VIE in return for the receipt of a
payment {(up to the notional of the derivative) if
one or more of the credits within the portfolio
defaults, or if the losses resulting from the
default of reference credits exceed specified
levels. The Firm does not provide any additional
contractual financial support to the VIE, In
addition, the Firm has not histarically provided
any financial support to the CLN vehicles over
and above its contractual cbligations. Since
each CLN is established to the specifications of
the investors, the investors have the power over
the activities of that VIE that most significantly
affect the performance of the CLN. Accordingly,
the Firm does not generally consolidate these
credit-related note entities. Furthermore, the
Firm does not have a variable interest that
could potentially be significant. As a derivative
counterparty, the Firm has a senior claim on the
collateral of the VIE and reports such
derivatives on its Consolidated Balance Sheels
at fair value. Substantially all of the assets
purchased by such VIEs are investment-grade.
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Asser swap vehicles

The Firm structures and executes transactions
with asset swap vehicles on behalf of investors.
In such transactions, the VIE purchases a
specific asset or assets and then enters into a
derivative with the Firm in order to tailor the
interest rate or foreign exchange currency risk,
or both, according to investors' reguirements.
Generally, the assets are held by the VIE to
maturity, and the tenor of the derivatives would
match the maturity of the assets, Investors
typically invest in the notes isswed by such VIEs
in order to obtain exposure to the credit risk of
the specific assets, as well as exposure to
foreign exchange and interest rate risk that is
tailared to their specific needs, The derivative
transaction between the Firm and the VIE may
include currency swaps to hedge assets held by
the VIE denominated in foreign currency into
the investors” local currency or Interest rate
swaps to hedge the interest rate risk of assets
held by the VIE; to add additional interest rate
expasure into the VIE in order to increase tha
return on the issued notes; or to convert an
interest-bearing asset into a Zero-coupon
bond.

The Firm's exposure to asset swap vehicles is
generally limited ta its rights and obligations
under the interest rate and ‘or foreign exchange
derivative contracts. The Firm histarically has
not provided any financial support to the asset
swap vehicles over and ahove its contractual
ohligations. The Firm does not generally
consolidate these asset swap vehicles, since the
Firm does not have the power to direct the
significant activities of these entities and does
not have a variable interest that could
potentially be significant. As a derivative
counterparty, the Firm has a senior claim an the
collateral of the VIE and reports such
derivatives on its Consolidated Balance Sheets
at fair value, Substantially all of the assets
purchased by such VIEs are investment-grade.

JPdorgan Chase & Co. /2001 Annual
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Exposure to nonconsolidated credit-related note and asset swap VIEs at December 31, 2011 and

2010, was as follows.

Par value of
Kot derivative Toital mscpossire collateral hold
Decernber 31, 2011 {in billions) receivables b by VIELM
Credit-related notes
Sratic structure i 1.0 % 103 &l
Managod structurs 2.7 2.7 i
Total credit-related notes ar iz 16.8
ASSET Swaps 0.6 0.6 B.6
Tatal 3 4.3 3 £3 % 25.4
Par value of
et derrearive Vot eiaia e collaveral hefid
Degember 31, 2000 {in billions) reckivablis o by WIEs !
Credit-related notes
Satie sTrUCEURe 1 1.0 % (I 1 5
Managed structure 2.8 1.B o7
Total eredit-related notes 38 3B 0.2
Asser dwnps 0.3 0.3 7.6
Total H 4.1 % 4.1 % ITH

tal O falaee vheet exposaie that inchudes mel deewvabne rece ivabiles and trading sveets - debs and equiiy intiiements, A8 both Decembs
30, 2000 and 3013, the amourt af radeng assete lsued by nonconsolidated credin-related noge and asset swap vehicles 1hat were held by

the Firm weene smmaterial

T Firm's MEximum e xpasne andes Thiough 198 Genvabaes evetuled w4 the Y4, INE sxposare vanes ower 1me With (hanges = ihe
faer value of 1R Adivalioes. The Fam eelies an 1k callateral habd by the VIES 1o pay any amousts doe ander the devivatives: rhe vihicles
are dfruchered &1 incepticn 40 thal the par valus of the colfitersl B expected o Be sulficiers 1o pay armounts deie under 1he derivathe

CONEFACEs.

The Firm consalidated credit-related note
vehicles with collateral fair values of 231
million and 5394 million, at December 31,

2011 and 2010, respectively, The Firm
consalidated these vehicles, bacause in its role
as secondary market-maker, it held positions in
these entities that provided the Firm with
control of certain vehicles. The Firm did not
consolidate any asset swap vehicles at
December 31, 2011 and 2010,

VIEs sponsored by third parties

Investment in a third-party credit card
securitization trust

The Firm holds two interests in a third-party-
sponsered VIE, which is a credit card
securitization trust that owns credit card
receivables issued by a national retailer. The
Firm is not the primary beneficiary of the trust
as the Firm does not have the power to direct
the activities of the VIE that most significantly
impact the VIE's economic performance. The
Firm's interests in the VIE include investmeants
classified as AFS securities that had Ffair values
of 52.9 billion and $3.1 billion at December 31,

were funded by a $28.85 billion term loan from
the FRENY and a 51,15 billlon subordinated
Ioan from |PMorgan Chase. The JPMargan
Chase |opan Is subordinated to the FRENY loan
and will bear the first $1.15 billion of any
losses of the portfolin, Any remaining assets in
the portfolio after repayment of the FRENY
loan, repayment of the |PMorgan Chase loan
and the expense of the LLC will be far the
account of the FRENY, The extent to which the
FRENY and |PMorgan Chase loans will be repaid
will depend an the value of the assets in the
portfolio and the liguidation strategy directed
by the FRENY, The Firm does not consolidate
the LLC, as it does not have the power to direct
the activities of the VIE that most significantly
impact the VIE's economic performance.

Cther VEs sponsored by third parties

The Firm enters into transactions with VIEs
structured by other parties. These include, for
example, acting as a derivative caunterparty,
liguidity provider, Investor, underwriter,
placement agent, trustee or custodian. These
transactions are conducted at arm's-length,
and individual credit decisions are based on the
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2011 and 2010, respectively, and other
interests which are classified as loans and have
a fair value of approximataly 51.0 billion and
11.0 billion at December 31, 2011 and 2010,
respectively, For more information on AFS
securities and loans, see Notes 12 and 14 on
pages 225 230 and 231252, respectively, of
this Annual Report,

VIE used in FRENY transaction

In conjunction with the Bear Stearns merger, in
June 2008, the Federal Reserve Bank of New
York ("FRENY") took contral, through an LLC
formed for this purpose, of a portfolio of
§30.0 billion in assets, based on the value of
the portfolio as of March 14, 2008. The assets
of the LLC

dargan Chase & Ca /2011 Annual
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analysis of the specific VIE, taking into
consideration the quality of the underlying
assets, Where the Firm does not have the power
to direct the activities of the VIE that most
significantly impact the VIE's economic
performance, or a variable interest that could
potentially be significant, the Firm records and
repaorts these positions on its Consolidated
Balance Sheets similarly to the way it would
record and report positions in respect of any
ather third-party transaction,
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Motes to consolidated financial statements
Consolidated VIE assets and llabilitles
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The following table presents information on assets and liabilities related to VIEs consolidated by the

Firm as of December 31, 2011 and 2010.

Assels Liabilities
Trading
e Benefickal
debt and
Total interests in Total
ety b VIE anuets o
December 31, 2001 (n billions)  instruments. Loans Otherls  asseta®l - Other'™  liabilities
WIE program type
Firm-sponsoned credit card
rusis 5 A 1 50.7 § 08 § 51.5 § 325 § — ¥ 325
Firm-administerad multi-seller
conduits o 29.7 0.2 29.9 187 i 18,7
Mortgage Securitization entities
ot 1.4 23 = 37 2.3 1.3 16
Othert! 0.7 4.1 1.6 16.4 12.5 0.2 12.7
Total 3 121 % 86.8 § 26 5§ 1015 % 660 § 1.5 % B7.5
AR5EIE Liabibities
Trading
assels Beneficl
debt and
nteresls in
ity e VIE assets Toisl
Degember 31, 2010 (in billions)  instruments Loans Dgherd  assetyid G Cther™  labilities
WIE program type
Firm-sponsored credin card
frusts 1 H ar.2 % 1.2 § 685 3§ 44.3 § § 44,3
Firm-administered multi-seller
conduits _ 21.1 0.6 21.7 21.6 0.1 217
Mortgage securitization entities
o 1.8 25 o 4.7 2.4 1.6 4.0
Otherit! BE.O 4.4 1.6 14.0 0.3 0.3 0.6
Total 5 58 § 956 § 35§ 1049 3§ 7rG 5 20 5 Ta.6

{a) Includes residential and commercial martgage securitizations as well as re-securitizations,
b} Primarily comprises stwdent loan securitization entities and municipal bond entities. The Firm consolidated $4.1 billon and
54.5 billion of stedent loan securitization entities as of December 31, 20011 and 2010, respectively, and 9.1 billion and 54,6

hiltion of municipal bond wehicles as of December 31, 2001 and 20010, respectively.

{c) Includes assets classified as cash, derivative receivables, AFS securities, and other assets within the Consolidated Ralance

Sheets.

{d) The assets of the consolidated Vs included in the program types above are used to settle the liabilities of those entities.
Thie difference berveen 1otal assers and total liabilicies recognized for consolidated VIEs represents the Firm's interest in

the consolidated VIEs for sach program type,

(e} The interest-bearing beneficial interest liabilities issued by consolidaved VIES are classified in the line item on the
Consolidated Balance Sheets titled, “Beneficial interests issweed by consolidated vartable imerest entities,” The holders of
these beneficial interests do not have recourse to the general credit of JPMorgan Chase. Included in beneficial interests in
VEE agsets are long-term beneficial interests of $30.7 billion and $42.8 billion a8 December 30, 3001 and 2010, respectively, The
maturities of the lang-term beneficial interests as al December 113001, were as follows: $15.9 hillion under ane year, 8178

hillion Between ane and five years, and 584 billes over five years, all respectively.

N Includes liabilities classified as accounts payable and other liabilities in the Consalidated Balance Sheets.
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Supplemental information on loan
securitizations

The Firm securitizes and sells a variety of loans,

including residential mortgage, credit card,
automaohbile, student and commercial (primarily
related to real estate) loans, as well as debt
securities. The primary purposes of these
securitization transactions are to satisfy
investor demand and to generate liquidity for
the Firm.

For loan securitizations in which the Firm is not
required to consolidate the trust, the Firm
recards the transfer of the loan receivable to
the trust as a sale when the accounting critéria
for a sale are met. Those criteria are: (1) the
transferred financial assets are lagally isolated
fram the Firm's creditors; (2) the transferee or
beneficial interest holder can pledge or
exchange the transferred financial assets; and
(3] the Firm does not maintain effective contral
over the transferred financial assets {e.g., the
Firm cannot repurchase the transferrad assats
befare their maturity and it does not have the
ability te unilaterally cause the holder to return
the transferred assets).
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For loan securitizations accounted for as a sale,
the Firm recognizes a gain or loss based on the
difference between the value of proceads
received (including cash, beneficial interests, or
servicing assets received) and the carrying
value of the assets sold. Gains and losses on
securitizations are reported in noninterest
revenue,

Securitization activity

The following tables provide information
related to the Firm's securitization activities for
the years ended December 31, 2011, 2010 and
2009, related to assets held in JPMorgan
Chase-sponsored securitization entities that
were not consalidated by the Firm, and sale
accounting was achieved based on the
accounting rules in effect at the time of the
securitization.

For the year ended December 31, 2009, there
were no margage loans that were securitized,
except for commercial and other, and there
were no cash flows from the Firm to the SPEs
related to recourse arrangements.

JPMorgan Chase & Co. /2001 Annual
Report
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Effective January 1, 2010, all of the Firmi-
sponsored credit card securitization trusts and
predominantly all of the Firm-sponsored
student loan and auto securitization trusts were
consolidated as a result of the accounting
guidance related to VIEs and, accordingly, are
not Included in the securitization activity tables
below for the years ended December 31, 2011
and 2010,
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Prior o January 1, 2010, the Firm did not
consolidate its credit card, residential and
commercial mortgage, automaobille, and certain
student loan securitizations based on the
accounting guidance in effect at that time. The
Firm recorded only its retained interests in the
entities on its Consolidated Balance Sheets.

2011 2010 2009
Residental Residential Residential

Year ended December 31, mortgage Commaercial mortgage Commercial mortgage Commercial Crodit
(in millions, exdept rafes) e and otherl {efie and atherl e and othedl card
Principal securitized 1 _ 5 5961 5 35 3 2337 5 3 500 526,538
Pratay gains - o = _ gy gk 22
All cash flows during the
period:
Proceeds from new
securitzationsial 5 _ %  BJa2 3 3B 5§ 2,369 1 = 542 §26.538
Servicing fees collected 755 4 964 4 L 18 1,251
Cther cash flows received _ _ _ . 1 . 5. 000
Prosceeds from callections

reinvested in reveling

securitizations - - 161,428
Purchases of previowsly

transferred financial

assets (or the underlying

eallareralyhl bl _ 321 B 165 249 B
Cash Mows received on

the interests that

continue 10 be held by

the Firm 23% 178 g 143 5315 120 261
Key assumplions used to

measure retained

interests originated

during the year (rates

per annum}
Prepayment ratel™ - 100% 1005 16.7%

CFY CPY CPY PFR

‘Weighted -average life (in
years) 1.7 F 9.0 0.5
Expected credit losses _% % % B0
Discount rate 3.5 rr o7 16.0

tal Proceeds from reisdential and commercial mongage sequinizatsans ane recebeed in1Be form of securitios, Dunng 2001, 540 Billian and 52
tellies of commercial mongage securitizations were classdied in levels 2 and 3 of the fair value hierarchy, respectively, During 20010, §22
Pl amd 172 maltios of residential and comenercial mortgage secartizacons weee classified in levels 2 and 3 of the fadr valus hieraschy,
respecehely, During 2009, L350 million A0 4182 million of residentisd and commercial mongage tecuritipmicns were clansified in levels 3
and 3 of the fair value hisrarchy, respectreely; and 12 8 Billion 0f proceeds from credit cand secwritizationt were recerred 2t secwities and

were classified in bevel 2 of the falr value hieraschy,
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ity Includes cash paid by the Firm 1o reacquie assets from off batance sheer, nonconsolidated emticles  for example, boan repurchases due

0 representanion and wantasies and servicer clean-uD cals,
W) CPY, comseant prepayment yisld: PPR: principal paymseat rase,

ly Incluses prime, Ar-A, subprime, aption ARMS, ard re-securitizations. Exciudes sales for sk the Firm did mot sacurities the loan

lisstluadineg loand dold Lo Cinmed Mas. Fannie Man and Freddia Magl,

el Thine ware no fetained inteneirs bedd in the resh I moftgags securitidation o

securitizations in 2001 and 2004,

in mbli Thars wde B redadential mangage

i1 Includes commercia, student loan and awtcmobile loan securitrations
igh The Faon elected 1he lair value cptson for oams pending secuniuation, The carryping saluve af iBese loans sccounted lod 48 Lo vales

appraximated the procesds recenved Fram securibeation

Loans sold to agencies and other third-party-
sponsored securitization entities

In addition to the amounts reported in the
securitization activity tables above, the Firm, in
the narmal course of business, sells originated
and purchased mortgage loans an a
nonrecourse basis, predeminantly to Ginnie
Mae, Fannie Mae and Freddie Mac ithe
“Agencies”). These loans are sold primarily for
the purpose of securitization by the Agencies,
which also provide credit enhancement of the
loans through certain guarantee provisions. The
Firm does not consalidate these securitization
vehicles as it is not the primary beneficiary. For
a limited number of lean sales, the Firm is
obligated to share a portion of the credit risk
associated with the sold loans with the
purchaser. See Note 29 on pages 283-289 of
this Annual Report for additional

JPorgan Chase & Co. /2011 Annual
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information about the Firm's loans sales- and
securitization-

related indemnifications.

The following table summarizes the activities
related to loans sold to U.5, government-
sponsored agencies and third-party-sponsored
securitization entities.

Year ended December

i1,
{in il 2011 2010 20
Carrying value of ksans
soldianb § 1506325 1566155 154,571
Proceeds received from

loan sales as cash 2,864 3687 1,702
Proceeds from loans

sales as secwrifiesc 145,340 1459786 145 343
Total proceeds received

from loan sales § 148,204 5 1536735 151,045

Cains on loan sales 133 212 89

fa} Predominantly to U.5, government agencies
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Motes to consolidated financial statements

(o) M5Rs were excluded from the above takile, See Note 17
on pages 267 271 of this Annual Report for further
Information an arginated M5Rs.

i) Predamipantly includes secusities Tram WS, gavernment
agencies that are generally sold shortly afier receept.

Oprions ro repurchase delinguent loans

in additian to the Firm's obligation to
repurchase certain loans due (o material
breaches of representations and warranties as
discussed in Note 29 on pages 283-289 of this
Annual Report, the Firm alse has the option to
repurchase delinquent loans that it services for
Ginnle Mae, as well as for other U.S,
government agencies in certain arrangements.
The Firm typically elects to repurchase
delinquent loans from Ginnie Mae as it
continues to service them and/or manage the
foreclosure process in accordance with the
applicable requirements, and such loans
continue
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1o be insured or guaranteed. When the Firm's
repurchase option becomes exercisable, such
loans must be reported on the Consolidated
Balance Sheets as a loan with a corresponding
liability. As of December 31, 20011 and 2010,
the Firm had recorded on its Consolidated
Balance Sheets 5157 billion and 57 3.0 billion,
respectively, of loans that either had been
repurchased or for which the Firm had an
option to repurchase, Predominately all of the
amounts preésented above relate to loans that
have been repurchased from Ginnie Mae,
Additionally, real estate owned resulting from
voluntary repurchases of loans was 51.0 billion
and §1.9 billion as of December 31, 2011 and
2010, respectively. Substantially all of these
Ioans and real estate owned are insured or
guaranteed by 1.5, government agencles, and
where applicable, réimbursement is proceeding
normally, For additional information, refer to
Note 14 on pages 231-252 of this Annual
Report.

IPMorgan Chase's interest in securitized assets held at fair value

The following table outlines the key economic assumptions used to determine the fair value, as of
December 31, 2011 and 2010, of certain of the Firm's retained interests in nonconsolidated VIEs
(other than M5Rs), that are valued using modeling techniques. The table also outlines the
sensitivities of those fair values to immediate 10% and 20 adverse changes in assumptions used to
determine fair value, For a discussion of MSRs, see Note 17 on pages 267-271 of this Annual

Report.

Commercial and ather

Decemiser 31, (in millions, sxeept races and where othenwise noted 2011 2010

JPMorgan Chase interests in securnitized assefs @ i 3663 § &6

Weighted -average hife (in years) 30 33

Wobghted -average canstant prepayment rate© 5 L3

CPR CPR
impact of 10% adverie change 1 _ 5 .
imgact af 20K adverse change -

Weighted -average koss assEmption 0.2% &%
Imgract of 10% adyerse change 5 %1 & [P
Impact of 20% adverse change {15 151}

Wesghled-average dicoun rate 28.2% 16.4%
impact of 10% adverse change § 75} § (65
Impact of 20% adverse change (136 1134y

{a) The Frrm's intérests in prime mortgage securtizations were 3555 pulllon and $T08 million, as af December 31,2001 and 3000,
redpectively. Thede mclude retained sterests in Ali-A loans and fe-secotitization transactions, The Finm's beresls in
subprime morgage securitizations were 531 midlion and %14 millon, 3% 0f Decosber 31, 2001 and 2000,
respectively, Additionaily, the Firm had interesis in option ARM morigage securitizations of $20 milkson and 529 medi ar

Dgvemsber 31, 2001 and 2000, respactively

b1 Includes curmain investments acquired in the secondary market but predominantly bebd for investment purposes.
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{c) CPR: constant prepayment rate,

The sensitivity analysis In the preceding table is hypothetical. Changes in fair value based on a 10%
or 20% variation in assumptions generally cannot be extrapolated easily, because the relationship
of the change in the assumptions to the change in fair value may not be linear. Alsa, In the table,
the effect that a change in a particular assumption may have on the fair value is calculated without
changing any other assumption. In reality, changes In one factor may result in changes in anather,
which might counteract or magnify the sensitivities. The above sensitivities also do not reflect risk
management practices the Firm may undertake to mitigate such risks.

JPMorgan Chase & Co. /20011 Annual
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Loan delinquencies and liquidation losses

The table below Includes information about delinguencies, liguidation losses and components of
nonconsolidated securitized financial assets in which the Firm has continuing invalvement as of
Cecember 31, 2011 and 2010,

Securitized assets 90 days past due  Liguidation losses

As of ar for the year ended December 31, lin millions) 20m 2000 201 2010 201 2010

Securitized loanst
Residential mortgage:

Prime martgage™! $107,004 SP43,704 524,285 5330001 5 5650 5 6257
Subprime mortgage 35,755 40,721 W4,203 15456 3,086 3,508
Dprion ARMs 31,075 15,786 9,999 10.7TEE 1,907 2,305
Commercial and other 93,336 106,245 4,836 579 1,10 618
Total laans securitiped'™ 3261070 5326,516 553,413 505,128 501,744 512978

{a) Total assers held in securitization-related SPES were $542,5 billion and 53911 billion, respectively, At December 31,2001 and
2014, The $261.2 bilkion and 5326.5 billion, respectively, of loans securitized at December 31, 2011 and 2000, excludes: S74.4
hillion and £56 0 bllion, respectively, of securitized kans in which the Firm has no continuing involvemaent, and $8.7 kllion
and 586 billion, respectively, of loan securitizations consolidated on the Firm's Consolidated Balance Sheets at Dscember 31,
2011 and Jotn,

{b) Includes Alt-A loans,
(e} Inchudes securitized Ioans that were previously recanded at fair value and classified as rading assers.

Implementation of change in conselidation accounting guidance for VIEs
On January 1, 2010, the Firm implemented consalidation accounting guidance related to VIEs. The
following table summarizes the incremental impact at adoption of the new guidance,

US CAAPR  US. CAAP Stockhobders'  Ter l
fin millions, except ratias) assety liabilities equity capital

As of December 31, 2009 52,031,989 51,866,624 § 165,365 11.00%
Impact of new accounting guidance for consolidation of ViEs

Credit card

&0,901 6%.353 (4,452) (0300
Multi-seller conduits
17,724 17,744 24 =
Mortgage & other
0,059 9,107 {48}  (0.04)
Total impact of new guidance
BT 684 92,204 (#5200 [0.34)

Beginning balance as of January 1, 2010
52,119,673 51,958,626 5 160845 1076 %

Note 17 - Goodwill and other intangible  determined based on how the Firm's

assets businesses are managed and how they are
reviewed by the Firm's Operating Committee.
The following table presents goodwill
attributed to the business segments,

Goodwill and other intangible assets consist of
the following.

Decembar 31, lin millons) 20 2010 2009 December 31, {in millions) 20011 2010 2009

Investment Bank § 52765 52784 4959

Condwill 548,188 548 854 548,357
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Martgage serdcing rights T.223 13,649 15591

Other intangible assets:

Purchased credat card

relationships % ED25 8975 1.24E

Grrher credin card-related

intangitles 488 593 691

Core deposit intangibles 594 [k B

Other intangibles 1,523 1670 1477
Total other intangible assets $ 3,207% 40395 4621
Goodwill

Goodwill is recorded upen completion of a
business combination as the difference
between the purchase price and the fair value
of the net assets acquired. Subsequent to initial
recagnition, goodwill is not amortized but is
tested for impairment during the fourth quarter
of each fiscal year, or more often if events or
tircumstances, such as adverse changes in the
business climate, indicate there may be
impairment.

The goodwill associated with each business
combination is allocated e the related
reporting units, which are

Iitdtargan Chase & Coo 200 1 Annwal
Repast
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Retail Financial Services 16,469 16496 16514
Card Services & Auta 14,507 14,522 14451
Commercial Banking 2,864 2856 2868
Treasury & Securities Services 1,668 | 680 1 EGE7
Asset Managemens 7.00F 7635 7.521
Corparate /Private Equity irr 377 ETr)
Total goodwill 5 48,188 548,854 $48.357

The following table presents changes in the
carrying amount of goodwill.

Year anded December 31,

{in millions) 2011 2010 2009
Balance at beginning of
e S4B 854 S4B 35T 548,027
Changes diring the periad
from
Business combinations ar 556 271
Dispositions (GBS} e
Other(™ (TE) (404 5%

Balance at December 31,080 $48,188 $48.854 548,357

267
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Motes to consolidated financial statements

{a} Refiects gross goodwill balances as the Firm has not
recognized any impalrment losses o date,

b} nchudes foneign currency tramdlalion adjustments and
orher tax-relaved sdiustments

The net reduction in goodwlll was
predominantly due to AM's sale of its
investment in an assel manager.

lmpairment festing

Coodwill was not impaired at December 31,
2011 ar 2000, nor was any goodwill written off
due to Impairment during 20017, 2010 or 2009,

The goodwill impairment test is performed in
twis steps. In the first step, the current fair
value of each reporting unit is compared with
its carrying value, including goodwill, If the fair
value is in excess of the carrying value
{including goodwill), then the reporting unit's
goodwill is considered not to be iImpaired. If
the fair value is less than the carrying value
fincluding goodwill), then a second step is
performed. tn the second step, the implied
current fair value of the reporting unit's
goodwill is determined by comparing the fair
value of the reporting unit (as determined |n
step one} to the fair value of the net assets of
the reporting unit, as if the reporting unit were
being acquired in a business combination. The
resulting implied current fair value of goodwill
is then compared with the carrying value aof the
reparting unit’s goodwill, IF the carrying value
of the goodwill exceeds its implied current fair
value, then an impairment charge |s recognized
for the excess. If the carmying value of goodwill
s less than its implled current fair value, then
no goodwill impairment is recagnized.

The primary method the Firm uses 10 estimate
the fair value of its reporting units is the
Income approach. The models project cash
flows for the forecast period and use the
perpetuity growth method to calculate terminal
values. These cash flows and terminal values
are then discounted using an appropriate
discount rate. Projectlons of cash flows are
based on the reporting units’ earnings
forecasts, which include the estimated effects
of regulatory and legislative changes (including,
but nat limited to the Dodd -Frank Wall Street
Reform and Consumer Protection Act (the
“Dodd -Frank Act”), the CARD Act, and
limitations on non-sufficlent funds and
overdraft fees), and which are reviewed with the
QOperating Committee of the Firm, The discount
rate used for each reporting unit represents an
estimate of the cost of equity for that reporting
unit and is determined considering the Firm's
overall estimated cost of equity (estimated
using the Capital Asset Pricing Model), as
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The valuations derived from the discounted
cash flow maodels are then compared with
market-based trading and transaction multiples
for relevant competitors. Trading and
transaction comparables are used as general
Indicators 1o assess the general reasonableness
of the estimated fair values, although precise
conclusions generally cannot be drawn due to
the differences thar naturally exist between the
Firm's businesses and competitor institutions,
Management also takes into consideration a
comparison between the aggregate fair value of
the Firm's reparting units and JPMorgan Chase’
s market capitalization, In evaluating this
comparison, management considers several
factors, including (a) a control premium that
would exist in a market transaction, (b) factors
related to the level of execution risk that would
exist at the firmwide level that do not exist at
the reporting unit level and (c) shori-term
market volatility and other factors that do nat
directly affect the value of individual reparting
units.

While no impairment of goodwill was
recagnized, the Firm's consumer lending
busimesses in RFS and Card remain at an
elevated risk of goodwill Impairment due to
thelr exposure to L5 consumer credit risk and
the effects of economic, regulatary and
legislative changes. The valuation of these
busimesses |s particularly dependent upon
ecanamic conditions lincluding new
unemployment claims and homa prices),
regulatory and legislative chianges (for
example, those related to residential mortgage
servicing, foreclosure and loss mitigatian
activities, and those that may affect consumer
credit card use), and the amount of equity
capital required. In addition, the earnings or
estimated cost of equity of the Firm's capital
markets businesses could also be affected by
regulatory or legislative changes, The
assumptions used in the discounted cash flow
valuation models were determined using
management's best estimates. The cost of
equity reflected the related risks and
uncertainties, and was evaluated |n comparison
1o relevant market peers, Deterioration in these
assumptions could cause the estimated Fair
values of these reporting units and their
associated goodwill to decline, which may
result in a material impairment charge to
earnings in a future period related to some
portion of the associated goodwill,

Mortgage servicing rights
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adjusted for the risk characteristics specific to
each reporting unit (for example, far higher
levels of risk or uncertainty associated with the
business or management's forecasts and
assumptions). To assess the reasonableness of
the discount rates used for each reporting unit
management compares the discount rate ta the
estimated cost of equity for publicly traded
institutions with similar businesses and risk
characteristics. In addition, the weighted
average cost of equity (aggregating the various
reparting units) is compared with the Firms®
overall estimated cost of equity to ensure
reasonableness,

268
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Mortgage servicing rights represent the fair
value of expected future cash flows for
performing servicing activities for others. The
fair value considers estimated future servicing
fees and ancillary revenue, offset by estimated
costs to service the loans, and generally
declines over time as net servicing cash flows
are received, effectively amartizing the M5R
asset against contractual servicing and ancillary
fee income, MSRs are either purchased from
third parties or recognized upon sale or
securitization of mortgage loans if servicing is
retainaed.

Ag permitted by U.S. GAAP, the Firm elected 1o
account for its M5Rs at fair value. The Firm
treats its M5Rs as a single class of servicing
assets based on the availability of market
inputs used to measure the fair value of its M5R
asset and Its treatment of MSRs as one
aggregate pool for risk

IPMorgan Chase & Co. /20011 Annual
Report
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management purposes. The Flrm estimates the
fair value of M5Rs using an option-adjusted
spread ("OAS™) model, which projects MSR cash
flows over multiple interest rate scenarios In
conjunction with the Firm's prepayment model,
and then discounts these cash flows at risk-
adjusted rates. The madel considers panfolio
characteristics, contractually specified servicing
fees, prepayment assumptions, delinquency
rates, late charges, other ancillary revenue and
costs to service, and other economic factors.
The Firm compares fair value estimares and
assumptions to observable market data where
available, and also considers recent market
activity and actual portfolio experience,

The fair value of M5Rs is sensitive to changes in
interest rates, including their effect on
prepayment speeds. M3Rs typically decrease in
value when interest rates decline because
declining interest rates tend to increase
prepayments and therefore reduce the
expected life of the net servicing cash flows
that comprise the M5R asset. Conversely,
securities (e.g., mortgage-backed securities),
principal-onby certificates and certain
derivatives (i.e., those for which the Firm
receives fixed-rate interest payments) increase
in value when intergst rates decline, [PMargan
Chase uses combinations of derivatives and
securities to manage changes in the fair value
of M5Rs. The intent is to offset any interest-
rate related changes in the fair value of MSRs
with changes in the fair value of the related risk
management instruments.

The following table summarizes M5R activity for
the years ended December 31, 2001, 2010 and
2009,

Year ended Decembser 31,
hr miliars, except whame

otherwite noted) 2011 2010 2000
Falr valiee af beginnng of
petiod $13.649 $15530 % D403
SR activity
Drriginations of M5Rs 2,570 1,153 3815
Purchase of MR 33 ik <
spaosition of M3Rs - 407 ]
Changes due 1o modaied
amartization (L5100 d&3B60  (3,286)
Her additions and
amanizatian 633 1E6G izl
Changes dur Lo marke
imterest rates 5388 (224 5. 444

fither Fhanars in vabeation
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1 mllion and %41 million Jor the years ended
December 31, 2000, 2000 and 2009, respectively,

fed Ineludes 511 piillion, S40 millen and $40 million relatad o
commercial real estate ar December 103011, 2000 and
2002, respectively

[} Represents amounts the Firm pays as the sericer (g,
scheduled principal and Interest to a trust, faxes and
insurance);, which witl generally be reimburied within a
short period of time after the sdvance from futute cash
Mewws frmm the trust ar the underlying loans. The Firm's
credit risk associared with these advances is minimal
because reimburserment of the sdvindes 4 seniar o all
cash payments 1o mwestars. In addition, the Firm
midmtakns the gt 1 stap payment If the collateral is
insuffickent to cover the advance,

Dunng the year ended December 31, 2011, the
fair value of the M3R decreased by $6.4 billion,
This decrease was predominately due to a
decline in market interest rates, which resulted
in & loss of $5.4 billlon. These losses were
offset by galns of $5.6 billion on derivatives
used to hedge the MSR assel; these derivatives
are recognized an the Consolidated Balance
Sheets separately from the MSR asset, Also
contributing ta the decline in fair value of the
MSR asser was a 51,7 billion decrease related 1o
revised cost to service and ancillary income
assumptions incorporated in the MSR valuation.
The increased cost o service assumptions
reflect the astimated impact of higher servicing
costs to enhance servicing processes,
particularly loan modification and foreclosure
procedures, including costs to comply with
Consent Orders entered into with banking
regulators. The increase In the cost to service
assumption contemplates significant and
prolonged increases in staffing levels in the
core and default servicing functions. The
decreased ancillary income assumption Is
similarly related to a reassessment of business
practices in consideration of the Consent
Orders and the existing Industry-wide
regulatory environment, which is broadly
affecting market participants,

Alzo in the tourth guarter of 2011, the Firm
revised its OAS assumption and updated its
proprietary prepayment model; these changes
had generally offsetting effects. The Firm's OAS
assumption is based upon capital and return
requirements that the Firm believes a market
participant would consider, taking into account
factors such as the pending Basel ||l capital
rules. Consequently, the QAS assumption for
the Firm's portfolio increased by approximately
400 basis points and decreased the fair value of
the M5SR asset by approximately 51.2 billion.

Since 2009, the Firm has continued to refine ifs
proprietary prepayment model based on a
number of market-related factors, including a
downward trend in home prices, a general
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due to inputs and

assumplicnsial {1.727) i44) 3n
Total change In falr value
of MSRsb! 719 12, 26E) 5,807
Falr value at December 31

& § 7223 513649 515531

Change in unrealized
gains Mlosses) inclsded in
income related 1o M5SRs
held at December 31 ${7.019) 542268 % 5607

Contractual service Tees,
late fees and other
ancillary fees inchided in
income $ 3977 § 4484 5 4818

Third-party mortgage
lpans serviced at
December 31 (in billions) $ 910 5 976 § 1,091

Serviger advances at
December 31 (i billions)
5

i i s 98 5 77

{a) Represents the aggregate impact Mchangts n madel
inputs and assumpions such as £osis 0o service, home
prices, mertgage spreads, ancillary income, and
assumptions uwied to derive prepayment speeds, as well
as changes to the valuation models themselves,

{b) Includes changes related 1o commercial real estate of
0 md |,

JPMorgan Chase & Co. /2011 Annual
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tightening of credit underwriting standards and
the associated impact on refinancing activity, In
the fourth quarter of 2011, the Firm further
enhanced its proprietary prepayment model to
incorporate: (i) the impact of the Home
Affordable Refinance Program ("HARF) 2.0},
and {iijassumptions that will limit modeled
refinancings due to the combined influences of
relatively strict underwriting standards and
reduced levels of expected home price
appreciation. In the aggregate, these
refinements increased the fair value of the MSR
asset by approximately $1.2 billion.

268
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Motes to consolidated financial statements

The decrease in the fair value of the MSR
results in a lower asset value that will amortize
in future periods against contractual and
ancillary fee income recelved In future periods.
While there is expected to be higher levels of
noninterest expense associated with higher
servicing costs in those future periods, there
will also be less M5SR amortization, which will
have the effect of increasing mortgage fees and
related income, The amortization of the MSR is
reflected in the tables above under "Changes
due to modeled amortization,”

The fallowing table presents the components of
mortgage fees and related income (including
the impact of M5R risk management activities)
for the years ended December 31, 20117, 2010
and 2009,

Year ended December 11,

lin millions) 2011 2010 2004
RF5 mortgage fees and
related Income
Met production revenue
Production revenue 5£3,395 53440 52115
Repurchase losses (1.347 @292 0612

Met production revenue 2,048 528 503

Net mangage servicing
revenue

Operating revenue

Loan servicing resenue 4,134 4.57% 4 042
Chinges in M5R asset
fair value due to
madeled amortizaten  (1,904)  (2.384) (3.279)
Total operating revenue 2230 2,191 1.663
Risk management:
Changes in M58 asset falr
value dee to markei
interest rates (5,390) {2.224) 5.EBD4
Other changes in M58
asset fair value due 1o
Inputs or assumptions in
madellal 0,727 (44)
Derivative valuation
adjustments and athes 5,553 3408  (4176)
Total risk management (1.,564) 1,036 1628
Total BFS net mortgage
servicing revenue 666 3.327 3.201
All pther 7 15 R LT
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The table below outlines the key economic
assumptions used to determine the fair value of
the Firm's M5Rs at December 31, 2011 and
2010; and it outlines the sensitivities of those
fair values to immediate adverse changes in
those assumptions, as defined below,

Year ended December 31,

{in millipns, except rates) 2011 20010
Weighted -average prepayment
speed assumption CCCPRY 18.07% 11.29%
Impact on fair value of 10%
adverse change 5 (58% 5 (809
Impact on fair value of 200%
adverse change {1,118 {1,568}
Welghted-average option
adjusted sproad 7.83% 3.594%
Impact on fair valee of 100
basis points adverse change  §  (269) 5 (578)
impact on fair valee of 200
basis points adverse change (S18 {1,009

CPR: Constant prepayment rate

The sensitivity analysis in the preceding table is
hypothetical and should be used with caution.
Changes in fair value based on variation in
assumptions generally cannot be easily
extrapolated, because the relationship of the
change in the assumptions to the change in fair
value are aften highly inter-related and may
not be linear, In this table, the effect that a
change in a particular assumption may have on
the fair value s calculated without changing
any other assumption. In reality, changes in
one factor may result in changes in another,
which would either magnify or counteract the
impact of the initial change.

783/866



EDINETOOOO
DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)
oOoOooodn

Martgage fees and related
income 52,721 53.B70 53678

{a} Represents the aggregate impact of changes in model
Inputs and assumptions such as casts to service, home
prices, mertgage spreads, ancillary income, and
assumptions used 1o derive prepayment speeds, as well
as changes Lo the valuation models themselves,

JPMorgan Chase & Co. /20011 Annual
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Other intangible assets
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Other intangible assets are recorded at their fair value upon completion of a business combination
of certain other transactions, and generally represent the value of customer relationships or
arrangements. Subsequently, the Firm's intangible assets with finite lives, including core deposit
intangibles, purchased credit card relationships, and other Intangible assets, are amortized over
their useful lives in a manner that best reflects the economic benefits of the intangible asset, The
$832 million decrease im other intangible assets during 2011, was due to 5848 million in

amartizatian,
The components of credit card relationships, core deposits and other intangible assets were as
follows.
December 31, 2011 December 31, 2010
Acoumulated “E.I b
Goross amertzation Carrying Gross Actumulared  carrying
December 31, (in millons) amiuntie! il value AMBUNT  amortization  value
Purchased credit cand relationships L1 1826 § 3224 % 602 5 5789 % 4892 % 897
ther eredit card-related intangibles B44 156 488 G907 14 593
Core deposit intangibles 4,133 3,539 594 4,280 3,401 879
Other intangibles 2467 a4 1,523 2,515 B45 1,670

{a) The decrease in the gross amount and accamulated amortization from Becember 31, 2000, was dure to the removal af fullky

amortized asiets,

In addition to the finite lived intangible assets in the previous table, the Firm has intangible assets
of approximately $600 million consisting primarily of asset management advisory contracts, which
were determined to have an indefinite life and are not amortized,

Amortization expense

The fallowing table presents amortization expense related to credit card relationships, core

deposits and other intangible assets.

December 31, fin millionsh 2011 2010 2009

Purchased credit cand relationships 5 295 % 355 % 421
Other credit card-related intangibles 106 1" b
Core deposit intangibles 285 328 390
Other intangibbes 162 142 145
Total amortization expense § B4 3 LET-I 1 1,050

Future amortization expense

The following table presents estimated future amortization expense related to credit card
relatianships, core deposits and other intangible assets at December 31, 2011,

Other credit

For the year ended Decermber 31, Purchased credit cand-relaved Core deposit Other

[in millions) card relatignships intangiblas intangitles intangibles Total
002 5 253 % 106 % 240 % 147 § 7ah
2003 212 133 195 140 650
o4 109 32 103 122 436
015 23 a4 26 105 248
2016 4 14 14 ag 150
Impairment testing

The Firm's intangible assets are tested for

The impairment test for Indefinite-lived
intangible assets compares the fair value of the
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impairment annually or more often if events ar
changes in circumstances indicate that the
asset might be impaired.

The impairment test for a finite=lived intangible
asset compares the undiscounted cash flows
associated with the use or disposition of the
intangible asset 1o its carrying value. If the sum
of the undiscounted cash flows exceeds its
carrying value, then no impairment charge is
recarded. If the sum of the undiscounted cash
flows is less than its carrying value, then an
impairment charge is recognized to the extent
the carrying amount of the asset exceeds its
fair value.

[tdnrgan Chase & Co. 20010 Annual
Repaet
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intangible asset to its carrying amount, If the
carrying value exceeds the fair value, then an
impairment charge is recognized for the
difference,
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Notes to consolidated financial statements

Note 18 — Premises and equipment

Premises and equipment, including leasehaold
improvements, are carried at cost less
accumulated depreciation and amortization.,
JPMorgan Chase computes depreciation using
the straight-line method over the estimated
useful life of an asset. For leasehold
improvements, the Firm uses the straight-line
methad computed over the lesser of the
remaining term of the leased facility or the
estimated useful life of the leased asser.
JPMorgan Chase has recorded immaterial asset
retirement obligations related to asbestos
remediation in those cases where it has
sufficient information to estimate the
obligations’ Fair value,

JPMaorgan Chase capitalizes certain costs
associated with the acquisition or development
of internal-use software. Once the software is
ready for its intended use, these costs are
amartized on a straight-line basis over the
software’s expected useful life and reviewed for
impairment on an ongoing basis.

Note 19 - Deposits

At December 31, 2011 and 2010, noninterest-
bearing and interest-bearing deposits were as
follows.
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Al December 31, 20011 and 2010, time deposits
in denominations of $100.000 or more were as
fallows.

December 31, (in millonsh 2011 2010
U.5. offices
Noninterest-bearing § 346670 5 228,555

Interast-bearing

Demandial 47,075 315368
Savings it 75051 134632
Time (included $3,861 and
52,733 ar fair value)ic! 82,738 87,237
Total interest-bearing deposits 504,864 455,237
Total deposits in U5, offices 851,534 683 T2
MNon-U.5, offices
Maninteresi-bearing 18,750 ey

Interest-bearing

Dernand 188,202 178417
Savings BET GOF
Time (included $1,072 and

51,636 ar fair valuel'® 68,553 60636

Total interest-bearing deposits 257.AB2 235,660

Total deposits In non=UL5.
offices 276,272 246,577

DPecember 31, {in milligns) 2an 2010

U5, offices ¥ 57,802 § 55,653
Won-LL5. offices 50,614 i, 544
Total $10B,416 104,197

At December 31, 2011, the maturities of
interast-bearing time deposits were as fallows.

December 31, 2011

Mon-

in mdlliones ) U5, LLS. Total

2012 SERI4LS SE7N07 § 135452
2013 7,222 1 0B B,308
2014 1,947 219 2,166
2015 2,051 22 2,073
2016 2,532 102 2,634
After § years b4 a7 =L
Total 582,738 568,593 § 151,331

MNote 20 - Accounts payable and other
liabilities

The following table detalls the components of
accounts payvable and other liabilities,

December 31, {in millians) 2011 2010
5 121,353 5§ 95,359

Brokerage payables!a

Accaunts payable and ather
[Rakriligiesibs 81,542 74,971

Total § 202,895 5 170,330

(a) Inclugles payables to customers, brokers, deslers and
clearing organizations, and securities fails.

fhh Includes 55| mallics and 5236 milon accounted for at fair
withue &t Degember i1, 2001 and 2010, respectively.

787/866
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Total deposits $1,127.806 5 930360

{a) Includes Negotiable Order of Withdrawal CNOW)
ACCOUNTS, and Certain WHEST SO00WNTS,

i) Includes Money Market Deposit Accounts MDA

(g} Includes structured notes classified as deposits for
which the fair value option has been elected, For further
discussion, see Mate 4 on pages 198-200 af this Annual
Repart.

JMorgan Chase & Co /20011 Annual
P Report
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Mote 21 — Long-term debt

|PMorgan Chase ssues long-term debt denominated In varlous currencies, although predominantly
5. dollars, with both fixed and variable interest rates. Included in senior and subordinated debt
below are various equity-linked or other indexed instruments, which the Firm has elected to
measure at fair value. Changes in fair value are recorded in principal transactions revenue in the
Consolidated Statements of Income. The following table is a summary of long-term debt carrying
values (including unamortized original issue discount, valuation adjustments and fair value
adjustments, where applicable) by remaining contractual maturity as of December 31, 2011,

By rérnaining maturity a1 2011
December 31, Under After 2010
fin millions, except rates) 1 year 1-5 pears 5 years Total Tatal
Parent compary
Senior debt Fixed rate™ § 17,142 5 40,060 5 39276 } 96478 § 987a7
Variable rate
= 24,186 25,684 5,908 55,779 58027
Interest 0.32- 0.60= 0.41= 0.32- 024~
ratesics T.00% 7.00% 7.25% T.25% T.25%
Subordinated debt: Fixed rate ¥ 1,005 ] 8,919 3 9,243 5 19,067 5 22,000
Varable rate 118 1.827 9 1,954 I, 9%
Interest 663 1.09- 2.16= 1.09- 1.37
ratesic! 663X 5.75% B.53% B.5¥% B.53%
Subtotal § 42,451 § T6A90 § 54437 ¥ 173,378 5 181,810
Subsidiaries
FHLE advances: o0l Fived rate & 18 5 4548 5 172 4738 I n32a
Variahile rate 5.500 6.B22 T63 13,085 15,660
Innerest 0.32- 0.32- 0.41- 0.32- 0.21-
ranesic! 0.44% 2.04% 0.44% 2.04% 4,05%
Senior debt Fixed rate  § G99 5 1963 §  3BB4 § 6548 i 5228
Variable rate 6465 17327 4465 28,257 30,545
interest 0.33- 0.13- 4.00- 0.13- 0.21-
ragesicl D.57% 4. 28% 14.21% 14.21% 14.21%
Subordinated debar: Fixed rate £ = § 1672 § T.0B3 § B75S § B.&0S
Variable rate _ 1.150 _ 1,150 150
Interest 0.87- 4,38~ 0.87- 063
ratesic) % 588X B.25% B25% B.25%
Subtotal § 12,682 § 34482 § 15367 § 615N $ BBS12
Junior subsedinated debt: Fiued rate § — 5 — £ 15,784 5 15,784 $ 15249
Variable rate - - 5,082 5,082 5,082
Imterest 0.93- 0.93- 0.73-
ratesic! % _x B.75% B.75% B.75%
Subtotal  § = 5 = 5 20,866 5 20,866 $ 2033
Total bong-term debe!=ifHo) F 55133 § 110,972 5 90,670 ¥ 256,775 :-:: § 270653
Lang-term beneficial
interests;
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Fixed rare & 2,002 § 2474 £ 1,778 § 6261 LI 1

Variable rate 11,474 15,306 6,603 33,473 42,759
Interest 0.06- 0.06- 0.02- 0.02- 0.05-
rates TLOMK 563K 0.10% 11.00% 11.00%

Total lang-term beneficial

Interests™) $ 13486 S 17780 S B4BE 5 30734 ¢ 52,554

{a)  Included $5.4 biflion and S15.93 ballion as of Decesber 51, 2011 and 2000, respectively, guaranteed by the FOIC under the
Terporary Liguidity Guarantee (TLGT) Pragram.

() Included 51 1.9 billion and $17.% bllion a5 of Decesber 31, 2011 and 2010, respectively, guaranteed by the FOSC wnder the TLG
Pragram.

{ci  The interest rates shown are the range of contractual rates in effect at year-end, including non-U,5, dollar fixed- and
wariable-rate issuances, which excludes the effects of the associated derivative instruments used in hedge accounting
relationships, if applicable. The use of thede derivative instruments modifies the Firm's exposure 1o the contractual
imterest rates disclosed in the Lable above. Including the effects of the hedge accounting detivatives, the range of
maodified rates in effect at Docember 31, 2011, for total long-term debt was (0.377% to 14.21%, versus the contractual range
n‘f;l 13% to 14.20% presented in the table above, The interest rate ranges shown exclude structured notes accounted Tor
at fair value.

{d)  Effective January 1, 2011, 523.0 billion of long-term advances from FHLEs were reclassified from other borrowed funds to
long-term debi. The prior-year period has been revised to conform with the current presentation.

{2} Included lang-term debt of 5238 hillion amntd 5313 billion secured by assets tolaling 359.4 hillion and $92.0 billion at
Dxgember 31, 2001 and 2000, respectively. The amaunt of long=term debt secured by assets does not include amounts
related to hybrid instrumaents.

N Included $34.7 billion and $1E8 billion of outstanding struowred noves accounted for an falr value an December 30, 2008 and
2000, respectively.

() Included 52,1 billion and 5579 million of outstanding Zesge-coupan notes At December 31, 200 | and 2016, respectively. The
aggregate principal amount of these notes ar their respective matunties was $5.0 billion and $1.7 ballion, respectively,

{h)  Included an the Consolidated Balaince Sheets in beneficial interests issued by consolidated VIEs, Alio included $1.5 hilkim
and 514 billicn of outstanding structured notes accounted For at faie value at Decembser 31,2001 and 2010, respectively,
Excluded shom-term commercial paper and other short-term beneficial interests of 526.2 hillion and $25 1 kllion an
Iegember 31, 200 | and 2000, respectively.

JPMdorgan Chase & Co. /2011 Annual
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i) Ar Thecember 10, 2001, bong-term Geln in the aggregare of $28 o bidlon was redesmable an the apteon of IPMorgan Chase, in
wheole or in part, prior to maturity, based on the terms specified in the respective notes.

ij)  The aggregate caerying values of debt that matures b each of the five years subsequent 1o 200 1 155550 bdllen In 2012,
S % hillion 0 20T 3, S04 hilkon in 2004, 306 bllion dn 200 5 and £24 | billion in 2006

The weighted-average contractual interest
rates for tatal long-term debt excluding
structured motes accounted far at fair value
were 3.57% and 3.50% as of December 31,
2011 and 2010, respectively, In order to modify
exposure to Interest rate and currency
exchange rate movements, |PMorgan Chase
utilizes derivative instruments, primarily
interest rate and cross-currency interest rate
swaps, In conjunction with some of its debt
issues. The use of these instruments modifies
the Firm's interest expense on the asseciated
debt. The modified weighted-average interest
rates for total long-term debt, Including the
effects of related derivative instruments, were
2.67% and 2_36% as of December 31, 2011 and
2010, respectively,

The Firm commenced its participation in the
TLS Program in December 2008, The TLG
Program was available to, among others, all
WS, depository institutions Insured by the FDIC
and all U.5. bank holding companies, unless
they opted out or the FDIC terminated their
participation. Under the TLG Program, the FDIC
guaranteed through the earlier of maturity or
December 31, 2012, certain senior unsecured
debt issued though October 31, 2009, in return
for a fee 1o be paid based on the amount and
maturity of the debt, Under the TLG Program,
the FDIC would pay the unpaid principal and
Interest an an FOIC-guaranieed debt
instrument upan the failure of the partcipatieg
entity to make a timely payment of principal or
interest in accordance with the terms of the
Instrument.

The Parent Company has guaranteed cerain
long-term debt of Its subsidiaries, including
both long-term debt and structured notes sold
as part of the Firm's market-making

aT4

activities. These guarantees rank on parity with
all of the Firm's other unsecured and
unsubordinated indebtedness. Guaranteed
liabilities were £3.0 billion and $3.7 billion at
December 31, 2011 and 2010, respectively.

The Firm's unsecured debt does not contain
requirements that would call for an acceleration
of payments, maturities or changes in the
structure of the existing debt, provide any
limitations on future borrowings or require
additional collateral, based on unfavorable
changes in the Firm's credit ratings, financial
ratios, earnings or stock price.

Junior subordinated deferrable interest
debentures held by trusts that issued
guaranteed capital debt securities

At December 31, 2011, the Firm had
established 26 wholly-owned Delaware
statutory business trusts ("issuer trusts”) that
had issved guaranteed capital debt securities,

The junlor subordinated deferrable interest
debentures ssued by the Firm to the issuer
trusts, totaling 520.9 billlan and $20.3 billion
at December 31, 2001 and 2010, respectively,
were reflected in the Firm's Consolidated
Balance Sheets In long-term debt, and in the
table on the preceding page under the caption
“Junior subordinated debt” (i.e., trust preferred
capital debt securities), The Firm also records
the common Capital securities issued by the
issuer trusts in other assets in its Consolidated
Balance Sheets at December 31, 2011 and
2010, The debentures Issued to the ssuer
trusts by the Firm, less the common capital
securities of the issuer trusts, qualified as Tier
1 capital as of December 31, 2011,

PMargan Chase & Co, /2001 Annual
Report
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The following i5 a summary of the outstanding trust preferred capital debt securities, including
unamortized original issue discount, issued by each trust, and the junior subordinated deferrable
interest debenture issued to each trust, as of December 31, 2011,

Stated
Amount of maturity of Interest rate
trust trust of trust
preferred Principal erelerred preferrad
capital debt  amount af capital capital
seCuritkes debenture SECuritbes Earliest seCurities Interest
Decermnber 31, 2011 issued by Issued to Dssue and redemption and payment/distribution
fin milliors) T pdal trusbd date  debentures date debentures dates
Bark Owe Capeal 1i 5474 5765 2000 2030 Ary time B.75% Semiannually
Bamk Ome Capétal VI 525 552 2001 2031 Any time 720 Quarterly
LIEOR =
Chase Capital I 4Ry a7 1997 2027 Any time .50 CQuarterly
LIEOR -
Chase Capizal 0lI 295 305 19497 2027 Ay Time 0.55% Quarmerly
LIBOR =
Chase Capital ¥i 241 24% 1994 2028 Any time 06258 Quarterly
First Chicago NED LIBDR -
Capital | 249 256 1947 2027 Any time 0,55% Quearterly
LP. Moergan Chase
Capital X 1.000 1,16 2002 2032 Any time 7.00% Quarterly
JL.F. Maorgan Chase
Capital X1 1.075 1.009 2003 2033 Any time 5.88% Quarterly
JLP. Morgan Chase
Capinal X1 400 g 2003 2033 ARy tima B.25% Quarterly
JPMorgan Chase LIBOR -
Capital X1l 465 480 2004 2034 2014 0.95% Quarterly
JPMorgan Chase
Capital XI¥ 600 587 2004 2034 Ay time B.20% Quarterly
JPMiorgan Chase
Capital Xv o3 132 2005 2035 Any time 5.88% Semian nually
JPMorgan Chase
Capiral X¥wi Lo a5 2005 2035 Ary time 6. AGN Quarterly
JPdiorgan Chase
Capival Xl 496 720 2005 2035 Ary life 5.85% Semiannually
JMorgan Chase
Capiral Xvin Ta8 749 2006 2036 Any time B.95% Semiannually
JPMiorgan Chase
Capital Xix 563 564 2006 2036 Ay time Bb.63% Cuarterly
JPMorgan Chase
Capinal XX 205 W7 2006 2036 Any time B.55R Semianfually
JPMiorgan Chase LIBOR -
Capital }xi 836 LN 2007 2037 02 0.95% Quarterly

PAnrnan Chaoe
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Capital X3 an 912 2007 2037 Any time B.45% Semiannually
JPMiprgan Chase LIBOR -

Capital X 643 643 2007 2047 002 1.0 Quarterly
IPMorgan Chase

Capital J00n 700 T 2007 2047 2012 L1 Quarterly
IPMergan Chase

Capital XXV 1.493 2,292 2007 2037 2037 (.1 Semiannually
JPMiorgan Chase

Capital XX\ 1.E15 1,815 20048 2048 2013 B, 00% Cuearterly
JPorgan Chase

Clplu| W ag9s 995 2009 2039 2039 7.00% Semiannually
JPMorgan Chase

Capiral X3Vl 1.500 1,500 2009 2039 2014 720 Quarterly
JPMiorgan Chase

Capital X 1.500 1,500 2000 2040 2015 .70 Cuarterly
Total $19.504 $20,866

{al Represents the amount of trust prefemed capital debt securities insued to the public by each trust, including
unamartized ariginal isswee discaunt.

{b) Represents the principal amount of JPMargan Chase debentures issued to each trust, including unamortized original
issue discount. The principal amount of debentures ssved to the trusts includes the impact af hedging and purchase
BEEDUI'IHF'IIH fair value Sﬂll.l!.!ﬂ'ltl'lll that were recorded on the Firm's Consolidated Financial Statements,

Jtdorgan Chase & Coo 2000 Annual
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Mote 22 - Preferred stock

At December 321, 2011 and 2010, JPMorgan
Chase was authorized to issue 200 million
shares of preferred stock, in one or more
series, with a par value of 1 per share.

In the event of a lguidation or dissolution of
the Firm, JPMorgan Chase’s preferred stock
then outstanding takes precedence over the
Firm's common stock for the payment of
dividends and the distribution of assets.

Dividends on the Fixed-to-Floating Rate Non-
Cumulative Perpetual Preferred Stock, Series |
shares are payable semiannually at a fixed
annual dividend rate of 7.90% through

April 20018, and then become payable guarterly
at an annual dividend rate of three-maonth
LIBOR plus 2.47%. Dividends on the §.625%
Mon-Cumulative Preferred Stock, Series | are
pavable quarterly.

On August 20, 2010, the Firm redeemed all of
the outstanding shares of its 6.15% Cumulative
Preferred Stock, Series E; 5,72% Cumulative
Preferred Stock, Series F: and 5.49% Cumulative
Preferred Stock, Series G at thelr stated
redemption value. On June 17, 2009, the Firm
redeemed all outstanding shares of the Fixed
Rate Cumulative Perpetual Preferred Stock,
Series K ("Series K Preferred Stock”™ and repaid
the full $25.0 billion principal amount tagether
with accrued but unpaid dividends.

The following is a summary of IPMorgan Chase’
s preferred stock outstanding as of

December 31, 2011 and 2010,

Fimed=to-
Floating Rate
Hgn- 8.625% Mar-
Cismiulative Cumulatiee
Perpetual Perpelial
Preferred Praferred Tatal
December Stock, Series  Stock, Series  preferred
3. | I stock
Comractual
rate in effect
at Decombes
1, 2011 7000 BE2iN
Shares'® 2011 600,000 180,000 TEO,000
200 E00 M0 18,000 FHEO,000
Carrying
value 2011 § G000 3 1800 & 7800
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Mote 23 - Common stock

AL December 31, 200 1 and 2010, JPMorgan
Chase was authorized to isswe 9.0 billian
shares of common stock with a par value of 51
per share. On June 5, 2009, the Firm issued
£5.8 billion, or 163 million new shares, of its
commaon stock at $35.25 per share.

Common shares issued (newly issued or
distributed from treasury) by IPMorgan Chase
during the years ended December 31, 2011,
2010 and 2009 were as follows.

Year ended Deceamber 31,

o millsainsl 2011 2o 2009
Issued - balimce ay
Jamazary t 4,1049 40049 39406
Hew open market
Issuanoes 163.3
Total issued - balance at

December 31 41049 41049 41049
Treasury — balanoe at
Januwary 1 (19480 (H629  (FOAEK
Purchase of treasury
stock (226.9) (FF.S
Share repurchases related

1o employne siock

hased awards!*! 1a.1) i (LAY
Issued from treasury:

Emplayes benefits and

compersation plans 848.3 453 45.7
Employee stock
purchase plans i1 {1 ] 1.3

Total issued fram
Lreasury B9.4 463 470
Total treasury - balance

at Decernber 31 (33223 (19480 {0620
Outstanding 37T 30103 39420

tai  Participants n the Firm's stock-based incentive plans
iy have shares withheld 1o cover inteme taxed,

Pursuant to the U.% Treasury's Capital Purchase
Program, the Firm issued to the LS, Treasury a
Warrant to purchase up to 88,401,697 shares
of the Firm's common stock, at an exercise
price of $42.42 per share, subject o certain
antidilution and other adjustments. The U.5,
Treasury exchanged the Warrant for
88,401,697 warrants, each of which was a
warrant to purchase a share of the Firm's
comman stock at an exercise price of $42.42
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fim
millkans) 2000 &, (M0 1,800 T 800

Earliesr
redempeian
date 4/30/2018 9172013

Share value and
recdemptian
price per
dhareddl 10003 § 10,000

{a} Represented by depositary shares,
{b) The redemption price includes the amount shown in the
table plus arry acerued but unpaid dividends.
Dividend and stock repurchase restrictions
Prior to the redemption of the Series K
Preferred Stock on June 17, 2009, the Firm was
subject to certain restrictions regarding the
declaration of dividends and share repurchases.
As a result of the redemption of the Series K
Preferred Stock, |JPMorgan Chase is no langer
subject to any of these restrictions.
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per share and, on December 11, 2009, sold the
warrants in a secondary public offering for
£950 million. The warrants are exercisable, in
whole or in part, at any time and from time to
time until October 28, 2018. As part of its
common equity repurchase program discussed
below, the Firm repurchased 10,167,698
warrants during 2011, with 78,233,999
warrants remaining outstanding at

December 31, 2011, The repurchase of the
warrants resulted in a $122 million adjustment
1o capital surplus,

Cn March 18, 2011, the Board of Directors
approved a §15.0 billion comman equity (i.e.,
comman stock and warrants) repurchase
program, of which $8.95 billion was authorized
for repurchase in 2011, The $15.0 billion
repurchase program superseded a $10.0 billion
repurchase program approved in 2007, During
2011 and 2010, the Firm repurchased (on a
trade-date basis) an aggregate of 240 million
and 78 million shares of common stock and
warrants, far $8.95 billion and $3.0 billion, at
an average price per unit of $37.35 and
£38.49, respectively, The Firm

IPargan Chase & Co. /20011 Annual
Report
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did not repurchase any of the warrants during
2010, and did not repurchase any shares of its
commaon stock or warrants during 2009, For
additional information regarding repurchases
of the Firm's equity securities, see Part Il, ltem
5: Market for registrant’s common equity,
related stockholder matters and issuer
purchases of equity securities, on pages 18-20
of |PMorgan Chase's 2011 Form 10-K.

The Firm may, from time to time, enter into
written trading plans under Rule 10b5-1 of the
Securities Exchange Act of 1934 to facilitate
repurchases in accordance with the repurchase
program. A Rule 10b5-1 repurchase plan
allows the Firm to repurchase its equity during
periods when it would not otherwise be
repurchasing comman eguity - for example,
during intermal trading “black-out periods.” All
purchases under a Rule 10b5-1 plan must be
made according to a predefined plan
established when the Firm is not aware of
material nonpublic information.

As of December 31, 2011, approximately 408
million unissued shares of commaon stock were
reserved for issuance under various employee
incentive, compensation, option and stock
purchase plans, director compensation plans,
and the warrants sold by the U.5. Treasury as
discussed above.

Note 24 - Earnings per share

Earnings per share ("EPS”) is calculated under
the two-class method under which all earnings
{distributed and undistributed) are allocated to
each class of common stock and participating
securities based on their respective rights to
receive dividends. |PMorgan Chase grants
restricted stock and BSUs to certain employees
under its stock-based compensation programs,
which entitle recipients to receive
nonforfeitable dividends during the vesting
period on a basis equivalent to the dividends
paid to holders of common stock; these
unvested awards meet the definition of
participating securities. Options issued under
employee benefit plans that have an antidilutive
effect are excluded from the computation of
diluted EPS.

EDINETOOOO

DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

oOoOooodn

The following table presents the calculation of
basic and diluted EPFS for the years ended
December 31, 2011, 2010 and 2009,

Year ended December
31,

lin millions, except per
share amaunts)

2011

2010

2009

Basic earnings per share

Income before

extraordinary gain

Extragrdinary gain

518,976

517,370

511,652
76

Net Income

Less: Preferred stock

dividends

Less: Acceleraned
amortization from
redemption of
preferred stock issued
to the U5, Treasury

518,976

623

517370

G2

511,726

1,327

1,112

Net income applicable o
cammen equity

Lews: Dividends and
undistributed earnings
allocared 1o
participating securities

18,347

e

16,728

D64

9,289

515

Nat income applicable to
common stockholders

Total welghted-average
basic shares
outstanding

517,568

3,900.4

515,764

3,956.3

5 8774

1,864.8

Per share

Income before
extraordinary gain

Extragrdinary galn

5 450

§ 225
0.02

Met income

5 450

5 2a7E

Year ended December
a1,

iin millions, except per
Ahare amaunis)

201

2000

200

Diluted eamings per
share

et income applicable ta
common stockholders

Taolal weighted-average
hagir chares

796/866
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3.900.4 3,956.3 38628

warrantsie 19.9 20.6 15.9
Total welghted-average

diluted shares

outstandingb 3,920.3 3976.9 3.879.7
Per share

Incame hefore
extraordinary gain

Extragrdinary gain

$ 448 5 3956 5§ 232409
- 0.02

Met income per share

$§ 448 5 396 5 226W

ta) Excluded from the computation of diluted EPS {due to
the antidilutive effect) were options Issued under
employes benefit plans and the warrants ariginally
issued in 2008 under the US. Treasury's Capital
Purchase Program to purchase shares of the Firm's
comman stock, The aggregate number of shares
issuable upon the exercise of such options and warrants
was 135 million, 235 miflion And 356 milhon for the full years
ended Deoessher 31, 2001, 2010 and 2009 respectively,

(bh Participating securitics were included in the calculation
of difuted EFS using the wo-class method, as this
computation was more dilutive than the caloulation
wsing the treasury stock method.,

e The caloulation of basic and diluted EPS and met income
applicable to common equity Tor full year 2009 includes
a one-time, noncash reduction of 1.1 killion, or $0.27 per
ahare, resulting fram repayment of the LS. Troubled
Asser Relief Program (TARP?) preferred capital.
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Motes to consolidated financial statements

Mote 25 - Accumulated other comprehensive income/(loss)

AQCH includes the after-tax change in unrealized gains and losses on AFS securities, foreign
currency translation adjustments (including the impact of related derivatives), cash flow hedging
activities, and net loss and prior service costs ({credit) related to the Firm's defined benefit pension
and OPEE plans.

Het loss and pricr

As of or for the year ended Unrealized senvice costs/ Accumulated

Decernber 31, gains/(losses) Translation {credit) of defined other
an AFS adjustments, Cash flow benefit pension comprehensive

fin millions) securities & et of hedges hedges and OPEE plans Incame, (lass)
Balance at December 31, 2008 ¥ AL 1000 5 1594 5 202 5 (2,788) § 15,6871
Met change 4,133 & 582 383 498 5,596
Balance at December 31, 2009 § 2032 W 5 (&) 5 18 5 (2,288) ¥ 1)
Cumulative effect of changes in

accounting principlesi: (144} 1144)
Met change 610 269 25 12 1,236
Ealamce at December 31, 2000 § 2,498 M 5 253 5 206 5 (1.936) § 1,00
Met change 1,067 M {279) {155) (690) 571
Balance at December 31, 20011 § 3,565 & L] £ 5 5 (2,546) § 944

{a) Reflects the effect of the adoption of accounting guidance related to the consolidation of VIES, and to embedded credit
derivatives in beneficial interests in securitized financial assets, ADC decreased by 5129 million due 1o the adeprion of the
accgunting guidance related 1o VIEs, as a result of the reversal of the Tair value adjustments taken on retained AFS
securities that were eliminated in consalidation; for further discussion see Note 16 an pages 256-267 of this Annusl
Repon, ADC! decreased by $15 million due to the adoption of the new guidance related 1o credit derivatives. embedded in
certain of the Firm's AFS securities: for further discussion see Note 6 on pages 202-210 of this Annual Report,

ib) Represents the after-tax difference between the fair value and amortized cost of securities accounted for as AFS,

{c) The et change during 2009 was due primarily to overall markert spread and market Bouidity Improvement as well as
changes in the composition of Investments,

{d) Inchudbed after-tan unrealized bosses nol related 1o credit on debd securities Tor which credit losses have been recognized
In income of SE5&) million, SCE1 ) million and 5(226) million 21 Deoember 10, 2000, 2000 and 2000, respactively,

{2} The net change during 2010 was due primarily o the narrowing of spreads on commercial and non-agency MES as well
a3 on collateralized loan obligations; also reflects increased market value an pass-through MBS due Lo narrowing of
spreads and other market factors.

{f) The net change far 2001 was dee primarily to increated market value on agendy MBS and municipal tecurities, partially
offset by the widening of spreads on non-U.5. corporate debt and the realization of gains due to porfolio repositioning.

The following table presents the before- and after-tax changes in the components of other
comprehensive income/ {loss).

2011 2010 20409

Year ended December 31, lin Before Tax After  Before Tax after  Before Tax After
millkans} tax effect [CH] fax effect tax Tk effect tax
Unrealized gains/(losses) on AFS
secufithes:
Net unrealized gains/ losses)

arising during the period $3,361  501,322) $2,039 53982  5(1,5400 52,442 S7ETO L3000 %4841
Reclassification adjustment for

realized {gains);losses included

in A&t inoame (1,593} 621 972y (2.982) 1,150  (1.832) (.05 444 {708)

Mt change 1,768 (F00) LBE7 1000 [EE ] Glo 678 (25850 4,133

Translation adjustments:
Translation 672y 255 417y 402 {139) 263 1,139 13%6) 741
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Hedges 226 (8a) 138 11 151 ] (2589} 100 1159)
Nt change (445} 167 (279 413 {144) 269 Ba0 (298] 582
Cash flow hedges:
Net unrealized gains/ losses)
artsing during the period 50 [LE: 7] n 247 {56 151 TaT L3RR} 459

Reclassification adjustment for

realized {gains)/losses included

in nel ndame LT 115 (VEE) (206) a0 (D26} (h24) 48 76]
Met change (251} 1 {155} 41 1161 25 643 (2600 353
Met loss and prior service cost/
{eredit) of defined benefit
pension and OFER plans:

Net gains/(losses) and prior

service credits arising during

the peerind {1,291} 502 (7E9) 204 1961 198 404 (2000 294
Reclassification adjustment for

net loss and prior sendce

credits included in net income 162 {63} 99 224 190 134 337 iy 204

Net change {1,120 439 (1=} ] 518 {18&) 332 B3l 1333} 498
Total other comprehensive

Incomae /{lass) 5 (580 % 1 5 (57 50,972 § (736) 81,236 49072 $(3476) 55596

JPMorgan Chase & Co. /2001 Annual
278 Report
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Note 26 - Income taxes

|PMorgan Chase and lts eligible subsidiaries file
a consolidated U.5, federal income rax returm,
IPMorgan Chase uses the asset and liability
method to provide income taxes on all
transactions recorded in the Consolidated
Fimancial Statements. This method requires that
Income taxes reflect the expected future tax
consequences of temporary differences
between the carrying amounts of assets or
liabilities for book and tax purposes.
Accordingly, a deferred tax asset or lability for
each temporary difference is determined based
on the tax rates that the Firm expects to be in
effect when the underlying items of income and
expense are realized. |PMorgan Chase's
expense for income taxes includes the current
and deferred portions of that expense, A
valuation allowance is established to reduce
deferred tax assets to the amount the Firm
expects to realize.

Due to the Inherent complexities arising from
the nature of the Firm's businesses, and from
conducting business and being taxed in a
substantial number of jurisdictions, significant
judgments and estimates are reguired to be
made. Agreement of tax liabilities between
|Ptorgan Chase and the many tax jurisdictions
in which the Firm files tax returns may not be
finalized for several years. Thus, the Firm's
final tax-related assets and liabilities may
ultimately be different from those currently
reported.

The components of income tax expense/
(benefit) included in the Consalidated
Staterments of lncome were as follows for each
af the years ended December 31, 2011, 2010,
and 2009,

vear ended Degembeer

E1l
{ir miHfians) 2011 2000 2004
Current Income tax
BX[ENSE
L5 fedaral 3379 5§ 40001 % 4,608
Non-L.5 1,183 .72 2,368
LS. s1ate and local 1,178 1.744 a7
Total currant Income tax

B R 608D B.4%Y R.OET
Deferred income wax

expense(benafiy)
5. federal AL 17531 L2867
Nan-i.5 102 169 (454}
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increase of $1.8 billion in 2010, and a decrease
of $3.7 billion in 2009,

L5, federal Income taxes have not been
provided on the undistributed earnings of
certain non-U.5. subsidiaries, to the extent thar
such earnings have been reinvested abroad for
an indefinite perind of time. Based on JPMargan
Chase's angoing review of the business
reguirements and capital needs of its non-U.5.
subsidiaries, combined with the formation of
specific strategies and steps taken to fulfill
these requirements and needs, the Firm has
determined that the undistributed earnings of
certain of its subsidiaries would be indefinitely
reinvested to fund current and future growth of
the related businesses. As management doeas
not intend to use the eamings of these
subsidiaries as a sowrce of funding for its U.S.
aperations, such earnings wlill not be
distributed to the U.5. in the foreseeahle future.
Far 2011, pretax earnings of approximately
52.6 billion were generated and will be
indefinitely reinvested in these subsidiaries. At
December 31, 2011, the cumulative amount of
undistributed pretax earnings in these
subsidiaries approximated $21.8 billion. If the
Firm were to record a deferred tax liability
associated with these undistributed earnings,
the amount would be approximately $4.9
billion at December 31, 2011.

Tax expense applicable to securities gains and
losses for the years 2011, 2010 and 2009 was
617 million, $1.1 billion, and £427 million,
respectively,

A reconciliation of the applicable statutory U5,
income tax rate to the effective tax rate for
each of the years ended December 31, 2011,
2010 and 2009, is presented in the following
table.

Yoar mndnd Decembe

il 2011 ang 204
Stawtary U5, lederal

lax rale 15.0% 35.0% 35.0%

Increase/ (decreasel in

Lax rate resulting

fram:
U5, seate and local

Ingnme taxes, net of

LS. federal incame

lax bennf 1.6 I6 .7
Tax-exempt income 2.1 (2.4) (3.0

ko -5 subsidiary
earmings!al 2.3 (2.2} in.n

800/866
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LL5. s1are and local (518} {384) {301}
Total deferred Income

tax expense) (benefith 1,693 1968)  (3.622)
Total income tax

BxpENsE £ 277 5 Ta89 % 4.40%

Total income tax expense includes 576 million,
5485 million and 5280 million of tax benefits
recorded in 2011, 2010, and 2009,

respectively, as a result of tax audit resolutions.

The preceding table does not reflect the tax
effect of certain items that are recorded each
period directly in stockholders’ equity and
certain tax benefits associated with the Firm's
employee stock-based compensation plans.
The tax effect of all items recorded directly to
stockholders” equity resulted in an increase of
$927 million in 2011, an

JPtdorgan Chase & Co. /2011 Annual
Repart

Business tax credits (4.0) (3.7 5.5
Orther, et 0.9 0.2} 0.9
Effective tax rate FEAR 30,0 % 275 %

ta)  Includes earnings deemed to be reinvested indefinitely
i mom-1U.5, subsidiares.

Deferred income tax expense /(benefit) results
from differences between assets and liabilities
measured for financial reporting purposes
versus income tax return purposes. Deferred
tax assets are recognized if, in management’s
Judgment, their realizability is determined to be
more likely than not If a deferred tax asset is
determined to be unrealizable, a valuation
allowance is established. The significant
components of deferred tax assets and
liabilities are reflected in the following table as
of December 31, 2011 and 2010.
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Motes to consolidated financial statements

Ar December 31, 20011, 2010 and 2009,
IPMorgan Chase's unrecognized tax benefits,

December 31, (in millionsh 2011 2010
excluding related interest expense and
Deferred tax assets penalties, were §7.2 billion, $7.8 billion and
il Siries o Man Josiat $ 10683 5 12287 $6.6 billion, respectively, of which 54.0 billion,
$3.8 billion and $3.5 billion, respectively, if
Emplayee benefits 4570 4579 racognized, would reduce the annual effective
Accruned gxpenses and other tax rate, As |PMorgan Chase is presently under
i 9,186 7,830 audit by a number of taxing authorities, it is
Mon-U.5, aporations 2,943 956 reasonably possible that signiflicant changes in
Tooc attribiyte carryfonwards the gross balan.ce of unrecognized tax benefits
s 1,547 2.348 may occur within the next 12 months,

JPMorgan Chase does not expect that any
Groes defered tanmaets:. 5§ 2893% § 27720 changes over the next twelve months in its
it llowdnos 11.303) i1.784y  gross balance of unrecognized tax benefits
caused by such audits would result in a

Deferred tax assets, net of significant change in its annual effective tax
valuation allowance § EIZ S 259 yape
Deferred ta Nabiliies The following table presents a reconciliation of
the beginning and ending amount of
Pagreclation and unrecognized tax benefits for the years ended
amartizationts! t 6358 3 4.823 December 31, 2011, 20010 and 2009.
Leasendg tramiac tions 2.569 2 160
Unrecognized tax benefits
Mon-LLS, operatians 2,790 i,136
Other, petiah 1,139 | 497 :’I" m e
Gross deferred tax labllities § 12,856 & 2616 {il‘ilrﬂllhﬂrﬂ.b 2011 2000 i
Net deferred tax assens $ 4776 5 16320 Balance at january 1. § 7,767 § G608 § 5,804
{a) The prigr-year period has been revised 10 conform with Ingreases Based o Lax

the current presertatian. |
pesitlans relaned to

|PMorgan Chase has recorded deferred tax the current pariod 516 A3 584
assets of $1.5 billion at December 31, 2011, in Decreases based on tax

WEHEEHDG ;.llth hL:.S'j.federal, state a:m:l rlncaf. positians redassel 1o

and non-U.5, subsidiary net operating loss i
it Al Decer:ib-er 3';"‘:" 301 FI e the current period {1 {24) )
federal net operating loss carryforwards were Increases Based on tax

approximately 54.1 billion; the state and local positions related to

net operating loss carnyforward was prior perods 496 |, G81 FIVE]

approximately $642 million; and the non-US.
subsidiary net operating loss carryforward was
$116 million. If not utilized, the U.5. federal net posithing related (o

operating loss carryforwards and the state and priar perinds 1,433 11,198 (322
lacal net operating loss carryforward will expire Decrasses ralated 1o

between 2027 and 2030. The non-U.5.
subsidiary net operating loss carryforwiard has

Decreases based on tax

sattlerments with

an un“m"ed carnrfnmard pennd. taxing authorities {16 {74 i203)
Avaluation allowance has been recorded far Deceases ielated 1o &

losses assaclated with non-LU.5. subsidiaries lapse of applicatie

and certain portfolio Investments, and certain stature ot limitanons a0 3% 4
state and local tax benefits. During 2011, the

valuation allowance decreased by 5481 million Balance at

predominantly related to the reallzation of state Décember 31, ¥ 7089 5 767 5 G608

and local tax benefits. - - -
After—tax interest expense/{benefit) and

penalties related to income tax liabilities
recagnized ln income tax expense were
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5184 million, $(54) million and 51071 million in
2011, 2010 and 2009, respectively.

At December 31, 2011 and 2010, in addition to
the liability for unrecognized tax benefits, the
Firm had accrued 51.7 billion and 51.6 billion,
respectively, for income tax-related interest
and penalties.

IPMorgan Chase is continually under
examination by the Internal Revenue Service, by
taxing autherities throughout the world, and by
many states throughout the U.5. The following
table summarizes the status of significant
income tax examinations of |PMorgan Chase
and i1s consolidated subsidiaries as of
December 31, 2011,

JPMorgan Chase & Co. /20011 Annual
Report
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Perinds
Biecembser 31, under
2080 examination Status
PMargan Chase 1993 Refund claims under
LS. Jonz review
Field examination
completed, jPMorgan
JPtorgan Chase 2003 Chase intends to lile
LS. 20051 refund claims
2000 - Refund clalms under

Bank O — LS. A00a reviow
Eear Stearns 2003
LS. 2005 i appealy process
Boas Stearns 20D -
LLS. 2O0E Field eaamination
JPrdorgan Chase 2006

United Kingdom - 2010 Field #x armination
Piargan Chase

Ny York Srate 2005

and City 2007 Field pxamination
JPukorgan Chase 2006

Califorma DR Neld sxaminaticn

{a) PMargan Chate anticipated that the |RS will commence
In 2017 am examination of the years 2006 throwgh
0038

The following table presents the U5, and non-
U5, compaonents of income before iIncome tax
expense and extraordinary gain for the years
ended December 31, 2011, 2010 and 2009.

fear ended December 31,

{in miflions) an 2010 L]
s $16336 316568 § 6,263
Nan-U.55a 10,413 8291 9,804
Income before income tax

and extraordinary gain 26,749 % 24850 116067

{a) Far purposes af this wable, non-105. income is delined
s income generated from operations located cutside
the LLS

Mote 27 — Restrictions on cash and
intercompany funds transfers

The business of [PMorgan Chase Bank, Mational
Association ("JPMorgan Chase Bank, N.A) s
subject to examination and regulation by the
Office of the Comptroller of the Currency
("OCC"). The Bank is a member of the U.S.
Federal Reserve System, and its deposits in the
LS. are insured by the FDIC.

The Board of Governors of the Federal Reserve
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dividend restrictions set forth in statutes aned
regulations, the Federal Reserve, the QCC and
the FDIC have authority wnder the Financial
Institutions Supervisory Act to prohibit or to
limmit the payment of dividends by the banking
organizations they supervise, including
IPMorgan Chase and its subsidiaries that are
banks or bank holding companies, if, in the
banking regulator’s opinion, payment of a
dividend would constitute an unsafe or
unsound practice in light of the financial
condition of the banking organization.

At January 1, 20712, JPMargan Chase’s hanking
subsidiaries could pay, in the aggregate, $7.4
billion in dividends to their respective hank
holding companies without the prior approval
of their relevant banking regulatars, The
capacity to pay dividends in 2012 will be
supplemented by the banking subsidiaries’
earnings during the year.

In compliance with rules and regulations
established by U.5. and non-L.5. regulators, as
of December 31, 2011 and 2010, cash in the
amount of $25.4 billion and §25.0 billion,
respectively, and securitles with a fair value of
§23.4 billion and $9.7 billion, respectively,
were segregated in special bank accounts for
the benefit of securities and futures brokerage
customers, in addition, as of December 31,
2011 and 2010, the Firm had other restncted
cash of 4.2 billlon and $2.7 billion,
respectively, primarily representing cash
reserves held at non-U.5. central banks and
held for other general purposes.

Mote 28 - Regulatory capital

The Federal Reserve establishes capltal
requirements, including well-capitalized
standards for the consolidated financial holding
company. The OCC establishes similar capital
requirements and standards for the Firm's
national banks, including JPMorgan Chase Bank,
H.A., and Chase Bank USA, N.A.

There are two categories of risk-based capital
Tier 1 capital and Tier 2 capital. Tier | capital
consists of common stockholders' equity,
perpetual preferred stock, noncontrolling
interests in subsidiaries and trust preferred
capital debt securities, less goodwill and certain
other adjustments. Tier 2 capltal consists of
preferred stock not gualifying as Tier 1 capital,
subordinated long-term debt and other
instruments qualifying as Tier 2 capital, and the
aggregate allowance for credit losses up to a
certain percentage of risk-weighted assets,
Total capital is Tier | capital plus Tier 2 capital,
Under the risk-based capital guidelines of the
Federal Reserve. IPMoroan Chase is reauired to
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The Board of Governors of the Federal Reserve
System (the "Federal Reserve”) requires
depository institutions to maintain cash
reserves with a Federal Reserve Bank, The
average amount of reserve balances deposited
by the Firm's bank subsidiaries with various
Federal Reserve Banks was approximately $4.4
billion and $803 million in 2011 and 2010,
respectively.

Restrictions imposed by U.S. federal law
prohibit JPMorgan Chase and certain of its
affiliates from borrowing from banking
subsidiaries unless the loans are secured in
specified amounts. Such secured loans to the
Firm or to other affiliates are generally limited
to 10% of the banking subsidiary's total capital,
as determined by the risk-based capital
guidelines; the aggregate amount of all such
loans Is limited to 20% of the banking
subsidiary’s total capital.

The principal sources of |PMorgan Chase's
income (on a parent company-only basis) are
dividends and interest from JPMorgan Chase
Bank, W.A., and the other banking and
nonbanking subsidiaries of JPMorgan Chase. In
addition to

JProrgan Chase & Co, /2011 Annual
Report
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maintain minimum ratios of Tier 1 and Total
capital to risk-weighted assets, as well as
minimum leverage ratios (which are defined as
Tier 1 capital divided by adjusted gquarterly
average assels), Failure to meet these minimum
requirements could cause the Federal Reserve
1o take action. Banking subsidiaries also are
subject to these capital requirements by their
respective primary regulators, As of

December 31, 2011 and 2010, JPMorgan Chase
and all of its banking subsidiaries were well-
capitalized and met all capital requirements to
which each was subject.
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Motes to consolidated financial statements

The following table presents the regulatory capital, assets and risk-based capital ratios for
|PMergan Chase and its significant banking subsidiaries at December 31, 2011 and 2010, These
amounts are determined in accordance with regulations issued by the Federal Reserve and /or QCC,

December

IPMorgan Chase Bank, N.A.
11, JMMorgan Chase & Co.be

b Chase Bank USA, N_A_Ie

fir

millians, Weli- Minkmum
eEcepl capitalized capiral
ratios on 2000 2011 2010 2011 010 ratlast? ratips!l

Regulatary
capital
Tier 14§ 150,384 § 14245 5 098426 5 91,764 § 11,903 5 12966

Total 158,088 162,216 136,017 130,444 15,448 16,659

Asgens
Risk-

weighted
ch 51,221,098 51,174,978 51,042,898 % 065897  $107.421 5116,992

Adjusted
average™ 2,202,087 2,024,515 1,789,194 1,611,486 106,312 117,368

Capital

ratios

Ther 14 12.3% 12.1% 9.4% 9.5% 1.0% 11.1% 6.0 4.0%
Tatal 15.4 15.5 13.0 13.5 4.4 14,2 0.0 8.0
Tier 1

leverage 6.8 .o 55 57 1.2 11.0 50 im 10

{al AT Deoemher 31, 20110, for AW organ Chase and JPPMongan Chase Bank, % A, trust preferred capital debt securities were
5106 hilkion and $600 million, respectively, If these securities were excluded from the calculation at December 31, 201 1, Ther
I capital would be S130.% llion and 597.5 hillks, respeciively, and the Tier | capital ratio would be 10.7% and 9,44,
respectively. Al December 31, 2001, Chase Bank USA, N.A. had no trust preferred capital debd securities.

(b}  Risk-weighted assets consist of on- and off-balance sheet assets that are assigned to one of several broad nisk
categories and weighted by Factars representing their risk and potential for default, On-balance sheet assets are risk
weighted based on the perceived credit risk associated with the sbligor or counterparty, the nature of any callaferal,
and the guarantor, if any. Off-balance sheet assers such as kending-relaved commitmens, quaraniees, derivatives and
other applicable off-balance sheet positions are risk-weighted by multiplying the contractual amaunt by the
apgropriate credit conversion Factor to determine the on- balance sheet credit-equivalent amount, which is then risk-
weighted based an the same factors usted for an-balance sheer assets, Risk-weighted assets also intorporate 3
measure for the market risk related 1o applicable trading assers-debt and equity instruments, and Toreign exchange
and commedicy dervatives. The resulting risk-weighted values for each of the risk categories are then aggregated o
determine total risk-weighted assets,

i) Includes off-balance sheet risk-weighled assets al December 31, 2011, af $301.1 bilion, $291.0billion and $3% millan, and at
Digoember 11, 2000, of S282.9 lillion, $2374.2 billion and 531 mallion, for JPMagan Chase, [P organ Chase Baslbe NA, and Chase
Bank LISA, NLA., respectively,

() Adjusted average assets, for purposes of calculating the leverage ratio, inglude total quanerly average assets adjusted
for unrealized gains/(bosses) on securities, less deductions for disallowed goodwill and other intangible assets,
Inwestmenti in cerfain subsidiaries, and the total adjusied carrying value of nonfinancial equity inveitments that are
subject 1o deductions from Tier | capital.

(e} Asset and capital amounts for JPMorgan Clese's banking subsidiaries reflect intercompany transactions; whereas the
respictive amounts for 1Morpss Cluse reflect the elimination of infescompany transactions.

{fi  As defined by the regulations issued by the Federal Reserve, OCC and FDIC,

{g)  Represents requirements for banking subsidiarkes pursuant to regulations isswed under the FOIC Improvement Act.
These is ne Tier | leverage companent in the definition of a well-capitalized bank holding company.

{h}  The minimum Teer | leverage ratio for bank holding companies and banks is #% or 4%, depanding on factors specified
Ini requlations issued by the Federal Reserve and OCC.
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Note: Rating agencies allow measures of capital to be adjusted upward for deferred tax liabilities, which have resulied fram

282

both nontaxable business combinations and from tax-deductible goodwill. The Firm had deferred tax labilities
resulting from nontaxable butiness combinations totaling 5414 million and 5647 millien at December 31, 2007 and
2010, respectively, and deferred tax labilities resulting from tax-deductible goodwall of $2.3 billien and 51.9 billion at
December 31, 2011 and 2010, respectively.

JPsorgan Chase & Co. /2001 Annual
Report
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A reconciliation of the Firm's Total
stockholders” equity to Tier 1 capital and Total
qualifying capital is presented in the table
below.

Degember 31, (in millionsh 2011 2010
Tier 1 capital
Total stockholders' equity $183,573 5176106

Effect of cerain items in
accumulated other
comprehonsive income ) (lossh

excluded fram Tier | capital (S70) (748)
Qualitying hybrid securities and
nancantradling interesysial 19,668 19,887
Less: GoadwiliF! 45,873 46,915
Fair value DVA an derivative
and structured note Habilities
related 1o the Firm™s credin
quiality 2,150 1,261
Imvestments in cerain
subsidiaries and other 953 1.032
Other intangihle aiaepsBl 2.EM 3,587
Total Tier 1 capital 150,384 142,450
Tier 2 capital
Long-term debt and other
instrurnents qualifying as Tier
) 22,275 25,008
Qualifying allowance Tor credit
losses 15,504 14,959
Adjuitment far investments in
certain subtidiaries and ather (75) 21
Total Ther  capital 37,704 30,766
Tatal qualifying capital $188,0B8 < 182216

{a) Primarily includes trust preferred capital debt securities
of certain business trusts.

b)) Gotdwill and ather intangible siters are net of any
associared deferred tax labdlities.

JPMinrgan Chase & Co. 2011 Annual
Reguoet
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Note 29 - Off-balance sheet lending-
related financial instruments,
guarantees, and other commitments

JPMorgan Chase provides lending-related
financial instruments {e.g., commitments and
guarantees) to meet the financing needs of its
custamers, The contractual amount of these
financial instruments represents the maximum
possible credit risk to the Firm should the
counterparty draw upon the commitment ar the
Firm be required to fulfill its abligation under
the guarantee, and should the counterparty
subsequently fail to perform according to the
terms of the contract. Most of these
commitments and guarantees expire without
being drawn or a default occurring. As a result,
the total contractual amount of these
instruments is not, in the Firm's view,
representative of its actual future credit
exposure or funding requirements.

To provide for the risk of loss inherent in
whaolesale and consumer (excluding credit card)
contracts, an allowance for credit losses on
lending-related commitments is maintained.
See MNote 15 on pages 252-255 of this Annual
Repaort for further discussion regarding the
allowance for credit losses on lending-related
commitments. The following table summarizes
the contractual amounts and carrying values of
off-balance sheet lending-related financial
instruments, guarantees and other
commitments at December 31, 2011 and 2010.
The amounts in the table below for credit card
and home equity lending-related commitments
represent the total available credit far these
products. The Firm has not experienced, and
does not anticipate, that all available lines of
credit for these products will be utilized at the
same time, The Firm can reduce or cancel credit
card lines of credit by providing the borrawer
notice or, In some cases, without notice as
permitted by law. The Firm may reduce oF close
home equity lines of credit when there are
sighificant decreases in the value of the
underlying property, or when there has been a
demonstrable decline in the creditworthiness of
the borrower. Also, the Firm typically closes
credit card limes when the borrawer is 60 days
or maore past due,
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Notes to consolidated financial statements

Off-balance sheet lending-related financial instruments, guarantees and other

commitments
Contractual amaunt Carrying valuet
2011 2010 2011 2010
Expires  Expires
after after

Expires 1 ywear 3 years  Expired
By rernaining maturity a1 December 31, in 1 year through throsgh  after §
[in millions) or less  Jyears Syears  years  Toral Taral
Lending-related
Consumer, excluding credit card:

Hofme equity - senior lien 5 933§ 47B05 48705 59595 16542 5§ 17662 §  _ § =

Hame equity - junior lien 2,096 8964 BO7S 7,273 26408 30.948

Prime mangage 1,500 it = S 1,500 1.266 i

Subprime martgage _ - . - - -

Auto 6,431 or 149 17 6,694 5,246 1 2

Business banking 9,480 430 63 326 10,299 9,702 B 4

Student and other a2 169 127 486 864 579 _

Total consumer, excluding credit card 20,522 14,440 13,284 14,060 62,307 65,403 7 ]
Credit card 530,616 = = _ 530,616 S47.227 =

Tatal consumer 551,038 14440 13,284 14,061 592,923 612630 7 L]
Whinlesale:

Other unfunded commitments to extend

crediptarbt 61,083 G1,628 B7830 4,710 215,251 199,859 34T 364

Standby letrers of credit and other

financial guarangeasialBseiE) 27,982 34671 36448 2,798 101,899 94837 G9E 05

Unused adwised lines of credit 45695 11,324 327 1,857 60,203 44,720 .

Other letters of crediptasd 4,218 1,020 148 e 5,385 6,663 2 2
Total wholesale 139,978 108,643 124,753 9,365 382,739 346.079 1,045 1,071
Total lending=related S691,0016 S123,083 3138037 523,426 5975,662 $958.709 F1.052 51077
Other guarantees and commitments
Securities lending indemnificationsie) $186,077 § _5 _5 _ 5186077 si81v.m7 HA NA
Derivatives qualifying as guaranteesil! 2,998 50T 31,097 36380 75,593 §7.768 5 457 § 194
Unsettled reverse repurchase and

wecuritied borrowing sgreements 39,939 —] . __ 39,939 39,927 . ol
Loan sale and securitization -related

indemnifications:

Martgage repurchase lahilins! A HA, NA MA NA Ma 3,557 3.28%

Loans sold with recourse A MA, MA WA 10,397 10,582 148 153
Other quarantees and commitmentyhE 1,030 279 299 4,713 6,321 6,492 [+1] EL]
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{a) At Dwoember 31, 2011 and 2010, reflects the contractual amount net of risk participatkons totaling $1.0 billion and S542 million,
respectively, for other unfunded commitments to extend credit; $19.% hillsn and $22.4 billipn, respectively, for standby
letters af credil and other financial guaraniees; and 5973 million and 51.1 billwm, respectively, for other letters of credit. In
regulatary filings with the Federal Reserve these commitments are shown gross of risk pamicipations.

b} At Decersher 31, 3001 and 2000, incleded credit enhancements and bond and commercial paper liguidity commitments to
LS. states and municipalities, hospitals and other not-for-profit entities of 456 billion and $43.4 billion, respectively,
Thiese commitments also include liguddiny facilities 1o nonconsolidated municipal bond VIES; for further information, see
Note 16 on pages 256-267 of this Annusl Repest,

{e) AL Decersher 31, 2011 and 2010, included unissued standby betters of credit commitments of S44.0 ballion and $01 .6 billes,
respectivaly.

{d) At Decensher 31, 2001 and 2000, IPhorgan Chase held callateral relating to $41.5 lbon and 537,58 bllion, respectively, of standby
letters af credit; and $1.3 billion and 52,1 billion, respectively, of other leners af eredit

(e} Al December 31, 2011 and 2010, collateral held by the Firm in support of securities lending indemnification agresmients was
S186,3 billion and 51 55,0 billion, respectively, Securities lending collateral comprises primarily cash and securitics issued by
governments that are members af the Organisation for Economic Co-operation and Developrment ("OECD") and LS.
Qovernment agencies,

in Represents notional amaunts of derivatives qualll'lplrlg % guaraniess.

{g) Represents the estimated mongage repurchase Hability related 1o indemnifications for breaches of representatiens and
warranties in Ioan sale and securitization agreements. For additional information, see Loan sale and securitization
related indemnifications on pages 286287 af this Note.

{h} AL Deconber 31, 2011 and 2010, included unfunded commitments of $759 million and 510 billion, respectively, to third-party
private equity funds, and £1,% Esllion and %1 4 hillsn, respectively, to other equity investments. These commitments
inchuded 5530 million and 510 billion, respectively, related to investments that are generally fair valued at net asset value as
discussed in Note 3 on pages 184198 of this Anmm| Repon. [0 addition, 8t December 11, 2001 and 2010, included lemers af
credit hedged by derivative transactions and managed on a market risk basis of 519 killion and 53 8 hillon, respectively.

{il Far |=rbd|ng-mql.'|!=d products, the carrying value represents the albowance for Imdlrlg-ulaLed comrmitmenls and the
guarantes lability; for derivative-related products, the carrying vadue represents the fair value, For all other products the
carrying valise represents the valuation reserve.

IPMorgan Chase & Co. /20011 Annual
284 Report
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Other unfunded commitments to extend oredit
Other unfunded commitments to extend credit
generally comprise commitments for working
capital and general corporate purposes, as well
as extensions of credit to support commercial
paper facilities and bond financings in the
event that those obligations cannot be
remarketed to new investors.

Also included in other unfunded commitments
to extend credit are commitments to
noninvestment-grade counterparties in
connection with leveraged and acquisition
finance activities, which were $6.1 billion and
$5.9 billlon at December 31, 2011 and 2010,
respectively, For further information, see Note
3 and Note 4 on pages 1 84-198 and 198-200
respectively, of this Annual Repart.

Guarantesas

L5, GAAF requires that a guarantor recognize,
at the inception of a guarantes, a liability in an
amount equal ta the fair value of the obligatian
undertaken in issuing the guarantee. U.5. CAAP
defines a guarantee as a contract that
contingently requires the guarantor to pay a
guaranteed party based upon: (a) changes in an
underlying azset, liahility ar equity security of
the guaranteed party; or (b} a third party's
failure to perfarm under a specified agreement.
The Firm considers the following off-balance
sheet lending-related arrangements to be
guarantees under LS, GAAP: standby letters of
credit and financial guarantees, securities
lending indemnifications, certain
indemnification agreements included within
third-party contractual arrangements and
certain derivative comtracts,

As required by U5, GAAP, the Firm initially
records guarantees at the inception date fair
value of the obligation assumed (e.qg., the
amount of consideration received or the net
present value of the premium receivable), For
certain types of guarantees, the Firm records
this fair value amount In other liabilities with an
offsetting entry recarded in cash (for premiums
received), or other assets (for premiums
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recelvable). Any premium receivable recorded
in other assets |5 reduced as cash is received
under the contract, and the fair value of the
liability recorded at inception is amortized into
income as lending and deposit-related fees
over the life of the guarantee contract. For
indemnifications provided In sales agreements.,
a partion of the sale proceeds is allocated to
the guarantes, which adjusts the gain or loss
that would otherwise result from the
transaction. For these indemnifications, the
fnitial liability is amortized to income as the
Firm's risk is reduced (i.e., over time or when
the indemnification expires), Any contingent
liability that exists as a result of issuing the
guarantes ar indemnification is recognized
when it bacomes probable and reasonably
estimable. The contingent portion of the
liability is not recognized if the estimated
amount is less than the carrying amaunt of the
liability recognized at inception (adjusted for
any amartization), The recorded amounts of the
liabilities related to guarantees and
indemnifications at December 31, 20011 and
2010, excluding the allowance for credit losses
an lending-related commitments, are discussed
helow.

Standby letters of credit and other financial
guarantees

Standby letters of credit ("SBLC") and other
financial guarantees are canditional lending
commitments issued by the Firm to guarantee
the performance of a customer to a third party
under certain arrangements, such as
commercial paper facilities, bond financings.
acquisition financings, trade and similar
transactions. The carrying values of standby
and other letters of credit were 1698 million
and 3707 million at December 31, 2011 and
2010, respectively, which were classified in
accounts payvable and other liabilities on the
Consclidated Balance Sheets; these carrying
values included 5319 million and %347 million,
respectively, for the allowance for lending-
related commitments, and $379 million and
$360 million, respectively, for the guarantee
liability and corresponding asset.

The fallowing table summarizes the types of facilities under which standby letters of credit and
other letters of credit arrangements are outstanding by the ratings profiles of the Firm's customers,

as of Decermber 31, 2011 and 2010.

Standby letters of credit, other financial guarantees and other letters of credit

Standby letters of

Pprember 11

rrodit amd nther

2011 2000
Orthar Standby letbers of Cither
Inttprs erecdit and ather Wntrers
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fin milliors) financial guarantess of credit financial guarantess  of credit
Inwestment-gradet) § 7H B84 £ 4,105 8 70,236 5 5289
Nonlmvestment -gradeah 23,015 1,281 24,601 1.374
Total contractual amount’™ 5 101,899 7 § 5,386 § 94837 & 5 6663
Allowance for lending-related commitments 5 nr s F 1 345 5 2
Commitments with collateral 41,529 1,264 37,815 2127
{a) m:ogal_lng\. scale is based an the Firm's internal ratings which generally correspand to ratings as defined by 58P and
s,

iB) AR December 31, 2001 and 2010, reflects the contractual amount net of risk participations votaling S19.8 bilkon and 522.4
Bllion, respectively, for standby letters al credit and other finascial guarantees; and $973 million and 511 billos,
respectively, for other lerers of credit. In regulatory filings with the Federal Reserve these commitments are shown

gross of risk partcipatians,
{c)  AF December 31, 2001 and 2010, included unissved standby letters of credit commitments of 5£4,1 hillion and $41 6 billion,

PespELively.

JPargan Chase & Co. /20011 Annual
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Motes to consolidated financial statements

Advised lines of credit

An advised line of credit is a revolving credit
line which specifies the maximum amount the
Firm may make available to an obligor, on a
nonbinding basis. The borrower receives
written or oral advice of this facility, The Firm
may cancel this facility at any time by providing
the borrower notice or, in some cases, without
notice as permitted by law,

Securities lending indemnifications

Through the Firm's securities lending program,
customers’ securities, via custodial and non-
custodial arrangements, may be lent to third
parties. As part of this program, the Firm
provides an indemnification in the lending
agreements which protects the lender against
the failure af the third-party borrower 1o return
the lent securities in the event the Firm did not
obtain sufficient collateral. To minimize its
liability under these indemnification
agreements, the Firm abtains cash or other
highly liquid collateral with 8 market value
exceeding 100% of the value of the securities
on loan from the borrower. Collateral is marked
to market daily to help assure that
collateralization is adeguate. Additional
collateral is called from the borrower if a
shortfall exists, or collateral may be released 1o
the barrower in the évent of
overcollateralization, If a borrower defaults, the
Firm would use the collateral held to purchase
replacement securities in the market or to
credit the lending customer with the cash
equivalent thereof,

Derivatives qualifylng as guarantees

In addition to the contracts described above,
the Firm transacts certain derivative contracts
that have the characteristics of a guarantee
under L5, GAAP, These contracts include
written put options that require the Firm to
purchase assels upon exercise by the aption
holder at a specified price by a specified date In
the future, The Firm may enter into written put
opilon contracts in order to meet cllent needs,
or for other trading purposes, The terms of
written put options are typically five years or
less. Derlvative guarantees also include
contracts such as stable value derivatives that
require the Firm to make a payment of the
difference between the market value and the
book value of a counterparty’s reference
portfolio of assets in the event that market
value is less than book value and certain other
conditions have been met. Stable value
derivatives, commonly referred 1o as “stable
value wraps”, are transacted in order to allow
Investors to realize investment returns with less
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these stable value contracts was 326,71 billion
and $25.9 billion and the maximum exposure
to loss was $2.8 billion and $2.7 billion, at
December 31, 2011 and 2010, respectively,
The fair values of the contracts reflect the
probability of whether the Firm will be required
to perform under the contract, The fair value
related to derivatives that the Firm deems to be
guarantees were derivative payables of

£555 million and £390 million and derivative
receivables of $98 million and $96 million at
December 31, 2011 and 2010, respectively,
The Firm reduces exposures to these contracts
vy entering Into offsetting transactions, or by
entering into contracts that hedge the market
risk related to the derivative guarantees,

In addition to derivative contracts that meet the
characteristics of a guarantee, the Firm is both
& purchaser and selfer of credit protection in
the credit derivatives market. For a further
discussion of credit derivatives, see Note 6 on
pages 202-2 10 of this Annual Report.

Unsettled reverse repurchase and securities
borrowing agreements

in the narmal course of business, the Firm
enters into reverse repurchase agreements and
securities borrowing agreements that settle at a
future date. At settlernent, these commitments
require that the Firm advance cash to and
accept securities from the counterparty. These
agreements generally do not meet the
definition of a derivative, and therefore, are not
recorded on the Consolidated Balance Sheets
until settlement date. At December 31, 2011
and 20110, the amount of commitments related
1o forward staring reverse repurchase
agreements and securities borrowing
agreements were 514.4 billion and $14.4
billion, respectively. Commitments related to
unsettled reverse repurchase agreements and
securities borrowing agreements with regular
way settlement periods were 525.5 billion and
£25.5 billion at December 31, 2011 and 2010,
respectively,

Loan sales- and securitization-related
indemnifications

Maortgage repurchase Kabiliny

In connectlon with the Firm’s loan sale amd
securitization activities with the G5Es and other
loan sale and private-label securitization
transactions, as described in Mote |6 on pages
256 267 of this Annual Report, the Firm has
made representations and warranties that the
loans sold meet certain requirements, The Firm
may be, and has been, required to repurchase
loans and/or indemnify the G5Es and other
investars for losses due to material breaches of
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volatility than an unpratected portfolio and are
typically longer-term or may have no stated
maturity, but allow the Firm to terminate the
contract under certain conditions.

Derivative guarantees are recorded on the
Consolidated Balance Sheets at fair value in
trading assets and trading liabilities. The total
notional value of the derivatives that the Firm
deems ta be guarantees was $75.8 billion and
$87.8 billion at December 31, 2011 and 2010,
respectively. The notianal amount generally
represents the Firm's maximum exposure 1o
derivatives gualifying as guarantees. However,
exposure to certain stable value contracts is
contractually limited to a substantially lower
percentage of the notional amount; the notional
amaunt on

286
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these representations and warranties. Although
there have been both generalized allegations,
as well as specific demands that the Firm
should repurchase loans sold or deposited into
private-label securitizations, and the Firm
experienced an increase in the number of
requests for loan files (“file requests”) in the
latter part of 2011, loan-level repurchase
demands and repurchases from private-label
securitizations have been limited to date,
Generally, the maximum amount of future
payments the Firm would be required 1o make
for breaches of these representations and
warranties would be equal to the unpaid
principal balance of such loans that are deemed
ta have defects that were

IPMergan Chase & Co. /2001 Annual
Reporr
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sold o purchasers {Including securitization-
related SPEs) plus, In certain clircumsiances,
accrued and unpaid interest on such loans and
CErMAin expense.

Subseguent to the Firm's acquisition of certain
assets and liabilities of Washington Mutual
from the FOIC in September 2008, the Firm
resalved and /or limited certain current and
future repurchase demands for loans sold to
the GSEs by Washington Mutual, although it
remains the Firm's position that such
obligations remain with the FDIC receivership.
The Firm will continue to evaluate and may pay
(subject to reserving its rights for
indemnification by the FDIC) certain future
repurchase demands related to individual
loans, subject to certain limitations, and has
considered such potential repurchase demands
In its repurchase liability,

To estimate the Firm's mortgage repurchase
liability arising from breaches of
representations and warranties, the Firm
considers:

ity the level of outstanding unresolved
repurchase demands,

(ii) estimated probable future repurchase
demands considering information about file
requests, delinguent and liquidated loans,
resalved and unresolved mortgage
insurance rescission notices and the Firm's
historical experience,

{ill} the potential ability of the Firm to cure the
defects identified in the repurchase
demands {"cure rate”),

{lv) the estimated severity of loss upon
repurchase of the loan or collateral, make-
whole settlement, or indemnification,

i) the Firm's potential ability to recover its
losses from third-party originators, and

(wi) the terms of agreements with certain
mortgage Insurers and other parties.

Based on these factors, the Firm has recognized
a mortgage repurchase liability of $3.6 billion
and 33.3 billion, as of December 31, 2011 and
2010, respectively, which is reported in
accounts payable and other liabilities net of
probable recoveries from third-parny
correspondents of 5577 million and $517
million ar December 31, 2011 and 2010,
respectively.

Substantially all of the estimates and
assumptions underlying the Firm's established
methodology for computing its recorded
morgage repurchase lability — including
factors such as the amount of probable future
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While the Firm uses the best information
available to it in estimating its morigage
repurchase lability, the estimation process s
inherently uncertain and Imprecise and,
accordingly, losses in excess of the amounts
accrued as of December 31, 2011, are
reasonably possible. The Firm believes the
estimate of the range of reasonably possible
losses, in excess of its established repurchase
liakility, |s from $0 to approximately 52 billion
at December 31, 2011, This estimated range of
reasanably possible loss considers the Firm's
CSE-related exposure based on an assumed
peak to trough decline in home prices of 44%,
which is an additional 9 percentage point
decline in home prices beyond the Firm's
current assumptions which were derived from a
nationally recognized home price index,
Although the Firm does not consider a further
decline in home prices of this magnitude |ikely
ta accur, such a decline could increase the level
of loan delinquencies, thereby potentially
increasing the repurchase demand rate from
the GSEs and increasing loss severity on
repurchased loans, each of which could affect
the Firm's mortgage repurchase llabifity. Claims
related to private-label securitizations have,
thus far, generally manifested themselves
through threatened or pending litigation, which
the Firm has considered with other litigation
matters as discussed in Note 31 on pages 290~
299 of this Annual Report, Actual repurchase
losses could vary significantly from the Firm's
recarded mortgage repurchase liability or this
estimate of reasonably possible additional
losses, depending on the outcome of various
factors, including those considered above.

The fallowing table summarizes the change in
the martgage repurchase lability for each of
the periods presented.

Summary of changes in mortgage repurchase
liability"

Year enided
December §1
Uk Fnillionsy 2011 2000 xong

Repurchase llability
al Biwgimming of

periad $ 31285 5 1,705 § 1,003
Realized lassesiol (1,263) (14231 (12530
Prowision for

repurchase Insses 1,535 3.003 1,865
Repurchaze llability

avend of persodd  § 3,557 'O § 1285 § 1.705

inl Morigage repurchise liahilities nssocuted with pending
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demands from purchasers, trustess ar
investors, the ability of the Firm to cure
identified defects, the severity of loss upon
repurchase or foreclosure, and recoveries from
third parties — require application of a
significant level of management judgment.
Estimating the mortgage repurchase lability is
further complicated by historical data and
uncertainty surrcunding numerous external
factors, including: (i) macro-economic factors
and (i) the level of future demands, which is
dependent, in part, on actions taken by third
parties such as the G5Es, mortgage insurers,
trustees and investors.,

JPMorgan Chase & Co./ 2011 Annual
Report
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of threatened litigation are not reported (o this Lable
because the Firm separately evaluates its expasure to
such repurchases in establishing ity litigation reseraes.

b} Includes principal losses and accrsed interest on
repurchased loans, “make-whole” sentlements,
settlements with claimants, and certain related sxpense.
For the years ended Devember 31, 20010, 2000 and 2009,
make-whole sertlements were and S680 million, $612
il and 5277 mallion, respectively,

feh Includes 173 milleem 31 December 31, 2011, related to fulwre
demands on loans sold by Washington Muwal 10 the
GSEs.

tdh Includes the Firm's resalution of cerain current and
future repurchase demands for certain loans sold by
Washington Mutual,

Loans sold with recourse

The Firm provides servicing for mortgages and
certain commercial lending products on both a
recourse and nonrecourse basis. In
nonrecourse servicing, the principal credin risk
to the Firm |s the cost of temporary servicing

287
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Motes to consolidated financial statements

advances of funds (e, normal servicing
advances). In recourse servicing, the servicer
agrees to share credit risk with the owner of
the mortgage loans, such as Fannie Mae or
Freddie Mac or a private investor, insurer or
guarantor, Losses on recourse servicing
predominantly occur when foreclosure sales
proceeds of the property underlying a defaulted
|oan are less than the sum of the outstanding
principal balance, plus accrued interest on the
|oan and the cost of holding and disposing of
the underlying proparty, The Firm's
securitizations are predominantly nonrecourse,
theraby effectively transfarring the risk of
future credit losses to the purchaser of the
mortgage-backed securities issued by the
trust, At December 31, 2011 and 2010, the
unpaid principal balance of loans sold with
recourse totaled $10.4 billion and 511.0 billion,
respectively, The carrying value of the related
liability that the Firm has recorded, which is
representative of the Firm's view of the
likelihood it will have to perform under its
recourse obligations, was 5148 million and
§153 million at December 31, 2017 and 2010,
respectively,

Other off-balance sheet arrangements
Indemnification agreements  general

In connection with issuing securities to
investars, the Firm may enter into contractual
arrangements with third parties that reguire the
Firm to make 3 payment ta them in the event of
& change In tax law or an adverse |nterpretation
of tax law. In certain cases, the contract also
may incluede a termination clause, which would
allow the Firm to settls the contract at its fair
value in lieu of making a payment under the
indemnification clause, The Firm may also enter
inte indemnification clauses in connection with
the licensing of software to clients ("software
licensees™) or when it sells a business ar assets
to a third party ("third-party purchasers’),
pursuant to which it indemnifies software
licenseas for claims of liability or damages that
may occur subseguent to the licensing of the
software, or third-party purchasers for losses
they may Incur due to actions taken by the Firm
prior to the sale of the business or assets. It is
difficult to estimate the Firm's maximum
exposure under these indemnification
arrangements, simce this would require an
assessment of future changes in tax law and
future claims that may be made against the
Firm that have not yet occurred. However,
based an historical experience, management
expects the risk of loss 1o be remote.

Credit card charge-backs
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merchant. if Chase Paymentech is unable 1o
collect the amount from the merchant, Chase
Paymentech will bear the loss for the amount
credited or refunded to the cardmember. Chase
FPaymentech mitigates this risk by withholding
future settlements, retaining cash reserve
accounts or by obtaining other security,
However, in the unlikely event that: (1) a
merchant ceases operations and is unable 1o
deliver products, services or a refund; (2) Chase
Paymentech does not have sufficient collateral
fram the merchant to provide customer
refunds; and (3} Chase Paymentech does not
have sufficient financial resources 1o provide
customer refunds, JPMorgan Chase Bank, N.A.,
would be llable for the amount of the
transaction. For the year ended December 31,
2011, Chase Paymentech incurred aggregate
credit losses of 513 million on 35537 billion of
aggregate volume processed, and at

December 31, 2011, it held 5204 million of
collateral, For the year ended December 31,
2010, Chase Paymentech incurred aggregate
credit losses of 512 million on $469.3 hillion of
aggregate volume processed, and at

December 31, 20140, it held 51 8% million of
collateral, For the year ended December 31,
2009, Chase Paymentech incurred aggregate
credit Iosses of 811 million on $409.7 billion of
aggregate volume processed, and at

December 31, 2009, it held $213 million of
collateral, The Firm believes that, based an
historical experience and the collateral held by
Chase Paymentech, the fair value of the Firm's
charge back-related obligations, which are
representative of the payment or perfarmance
risk to the Firm, is immaterial.

Exchange and cléarnnghouse guaraniees

The Firm is a member of several securities and
futures exchanges and clearinghouses, both in
the LS. and other countries. Membership in
some of these organizations requires the Finm
to pay a pro rata share of the losses Incurred by
the organization as a result of the default of
anather meémber. Such obligations vary with
different argamizations. These obligations may
be limited to members who dealt with the
defaulting member or to the amount (or a
maultiple of the amount) of the Firm's
contribution to a member's guarantee fund, or,
in a few cases, the obligation may be unlimited.
it is difficult 1o estimate the Firm’s maximum
exposure under these membership agreements,
since this would require an assessment of
future clalms that may be made against the
Firm that have not yet occurred, However,
based on historical experience, management
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Chase Paymentech Solutions, Card’s merchant
services business and a subsidiary of JPMorgan
Chase Bank, N.A., is a global leader in payment
processing and merchant acquiring.

Linder the rules of Visa USA, Inc., and
MasterCard International, JPMargan Chase
Bank, M.A., is liable primarily for the amount of
each processed credit card sales transaction
that is the subject of a dispute between a
cardmember and a merchant. If a dispute is
resolved in the cardmember's favar, Chase
Paymentech will (through the cardmember's
issuing bank) credit or refund the amount to
the cardmember and will charge back the
transaction to the

288
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expeacts the risk of loss to be remote,

The Firm clears transactions on behalf of its
clients through various clearinghouses, and the
Firm stands behind the performance of its
clients on such trades. The Firm mitigates its
exposure ta loss in the event of a client default
by requiring that clients provide appropriate
amounts of margin at the inception and
throughout the life of the transaction, and can
cease the provision of clearing services if
clients do net adhere to their obligations under
the clearing agreement. It is difficult to
estimate the Firm's maximum exposure under
such transactions, as this would

JPMorgan Chase & Co. /2001 Annual
Report
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require an assessment of transactions that
clients may execute in the future, However,
based upon historical experlence, management
believes it is unlikely that the Firm will have 1o
make any material payments under these
arrangements and the risk of loss Is expected
to be remote.

Cuarantees of subsidiaries

In the normal course of business, JPMorgan
Chase & Co. ("Parent Company”) may provide
counterparties with guarantees of certain of the
trading and other obligations of its subsidiaries
on a contract-by-contract basis, as negotiated
with the Firm's counterparties. The ohligations
of the subsidiaries are included on the Firm's
Consaolidated Balance Sheets, or are reflected as
off-balance sheet commitments, therefore, the
Parent Campany has notl recognized a separate
liability for these guarantees, The Firm believes
that the accurrence of any event that would
trigger payments by the Parent Company under
these guarantees is remote.

The Parent Company has guaranteed certain
debt of its subsidiaries, Including both long-
term debt and structured notes sald as part of
the Firm's market-making activities. These
guaranteas are not included in the table on
page 284 of this Note. For additional
information, see Note 21 on pages 273-275 of
this Annual Report.

Note 30 - Commitments, pledged
assets and collateral

Lease commitments

At December 31, 2011, JFMorgan Chase and its
subsidiaries were abligated under a number of
noncancelable operating leases for premises
and equipment used primarily far banking
purposes, and for energy-related tolling service
agreements. Certain leases contain renewal
options or escalation clauses providing for
increased rental payments based on
maintenance, utllity and tax increases, or they
require the Firm to perform restoration wark on
leased premises, No lease agreement imposes
restrictions on the Firm's ability o pay
dividends, engage in debt ar equity financing
transactions or enter into further lease
agreements,

The following table presents required future
mirimum rental payments under operating
leases with noncancelable lease terms that
expire after December 31, 2011,

Year ended Decerniser 31, (im millioms)
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Total rental expense was as follows,

Year ended
December 31,

Ui millarms ) 2011 2010 1009

Gross rental
Expeiie § 228 5 A2 % 14884

Sublease rental
Incoms (403) 1545} nra

Met rental expense § 1.B25 § 1667 § 1,72

Pledged assets

At December 31, 200 1, assets were pledged to
collateralize repurchase agreements, other
securities financing agreements, derivative
transactions and for other purposes, including
to secure borrowings and public deposits.
Certain of these pledged assets may be sold or
repledged by the secured parties and are
identified as financial instruments owned
{pledged to various parties) on the
Consolidated Balance Sheets. In additian, at
December 31, 2011 and 2010, the Firm had
pledged $270.3 billion and 3288.7 billian,
respectively, of financial instruments it owns
that may not be sold or repledged by the
secured parties. Total assets pledged do not
include assets of consalidated VIES; these
assets are used to settle the liabilities of those
eftities. The significant camponents of the
Firm"s pledged assets were as follows.

2025 1753
2013 1.758

Docamipar 31, (in pilions) zom 010

Laguritien £ 1348 5 1120
Lawne 198.6 214.8
Tradirg assets ard othed 122.8 123.2
Total assets pledgedia § 4562 5 45000

L - Tolid svsers plecged do el include sasets of consalidabed
WIE4; theun BLARTs are gded 1o ustte the Labilises of theas
entliies, Sie Mate 16 on page 2506267 of thiy Anmedl Bepor
for sdditional informaton on assrtt and lahdinies of
conzolidaed VIES

Collateral

At December 31, 2011 and 2070, the Firm had
accepted assets as collateral that it could sell or
repledge, deliver or otherwise use with a fair
value of approximately §742.1 billion and
£655.0 billion, respectively, This collateral was
generally obtained under resale agreements,
securities borrowing agreements, customer
margin loans and derivative agreements, Of the
collateral received, approximately $515.8
billion and $521.3 billlon, respectively, were
sold or repledged, generally as collateral under
repurchase agreements, securities lending
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2014 1.577
2015 1,438
2016 1,300
Afver 2016 7.1BE
Total minimum payments required 15,014
Less: Sublease rentals under noncancelable
subleases (1,542}
Met minimurm payment requined 13,472

&) Lease restoration obligations ane accrued in accorance with
US GAAR, and arg mdl reported i & requited minimum leate

payment.

JPtdoargan Chase & Co /2011 Annual
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agreements or to cover shart sales and to
collateralize deposits and derivative
agreements.
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Mote 31 - Litigation

Contingencies

As of December 31, 2011, the Firm and its
subsidiaries are defendants or putative
defendants In numerous legal proceedings,
including private, civil litigations and
regulatory/government investigations. The
litigations range from individual actions
Invalving a single plaintiff to class action
lawsuits with potentrally millions of class
members. Investigations invalve both formal
and informal proceedings, by both
governmental agencies and self-regulatory
organizations. These legal preceedings are at
varying stages of adjudication, arbitration or
Investigation, and involve each of the Firm's
lines of business and geographies and a wide
variety of claims (including common law tort
and contract claims and statutory antitrust,
securities and consumer protection claims),
some of which present novel legal theories.

The Firm believes the estimate of the aggregate
range of reasonably possible losses, in excess
of reserves established, for its legal
proceedings is from 50 to approximately $5.1
billion at December 31, 201 1. This estimated
aggregate range of reasonably possible losses
is based upon currently available information
for those proceedings in which the Firm is
imvolved, taking inte account the Firm's best
estimate of such lesses for those cases for
which such estimate can be made. For cartain
cases, the Firm does not believe that an
estimate can currently be made. The Firm's
estimate involves significamt judgmeant, given
the varying stages of the proceedings
{including the fact that many are currently in
preliminary stages), the existence in many such
proceedings of multiple defendants (including
the Firm) whose share of [iability has yet to be
determined, the numerous yet-unresolved
Issues In many of the proceedings {including
Issues regarding class certification and the
scope of many of the claims) and the attendant
uncertainty of the various potential outcomes
of such preceedings. Accordingly, the Firm's
estimate will change from time to time, and
aciual losses may be maore than the current
eitimate.

Ser forth below are descriptions of the Firm's
material legal proceedings.

Aucripn-Rate Securitfes investigations and
Litigation. Beginning in March 2008, several
regulatory authorities initiated investigations of
a numher of industry participants, including the
Firm, concerning possible state and federal
securities faw violations in connection with the
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sertlement in principle with the Office of
Financial Regulation for the State of Florida and
the Morth American Securities Administrators
Association ("NASAAT) Task Force, which agreed
to recommend approval of the settlement to all
remaining states, Puerto Rico and the U.S.
Wirgim islands, The Firm has finalized the
settlement agreements with the New York
Artorney General’s Office and the Office of
Financial Regulation for the State of Florida,
The settlement agreements provide for the
payment of penalties totaling $25 milllon to all
states, The Firm is currently in the process of
finalizing consent agreements with NASAA's
member states; more than 45 of these consent
agreements have been finalized to date,

The Firm also faces a number of civil actions
relating to the Firm's sales of auction-rate
securities, including a putative securities class
action in the United States District Court for the
Southern District of New York that seeks
unspecified damages, and individual
arbitrations and lawsuits in various forums
brought by imstitutional and individueal
investors that, together, seek damages tataling
approximately $50 million. The actions
generally allege that the Firm and other firms
mampulated the market for auction=rate
securities by placing bids at auctions that
affected these securities’ clearing rates or
otherwlse supparted the auctions without
properly disclosing these activities. Some
actlons also allege that the Firm
misrepresented that auction-rate securities
were short-term lnstruments. The lawsuits are
being coordinated before the federal District
Court in New York.

Additionally, the Flrm was named in two
putative antitrust class actions, The actions
allege that the Firm, along with numerous other
financial institution defendants, colluded To
mainiain and stabilize the auction-rate
securities market and then to withdraw their
suppaort for the auctlon-rate securliies market
in January 2010, the District Couwrt dismissed
both actions, An appeal is pending in the
United States Court of Appeals for the Second
Circuit.

Bear Stearns Hedge Fund Matters. The Bear
Stearns Companies LLC (formerly The Bear
Stearns Companies Inc.) (“Bear Stearns”), certain
current or former subsidiaries of Bear Stearns,
including Bear Stearns Asset Management, Inc
{"BSAM") and Bear, Stearns & Co. Inc., and
certain individuals formerly emploved by Bear
Stearns are named defendants (collectively the
“Bear Stearns defendants”) in multiple ¢ivil
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sale of auction-rate securities, The market for
many such securities had frozen and a
significant number of auctions for those
securities began to fail in February 2008,

The Firm, on behalf of itself and affiliates,
agreed to a settlement in principle with the New
York Attarney General's Office which provided,
among other things, that the Firm would offer
to purchase at par certain auction-rate
securities purchased from J.P. Morgan
Securities LLC, Chase Investment Services Corp.
and Bear, Stearns & Co. Inc. by individual
investors, charities and small- to medium-
sized businesses, The Firm also agreed to a
substantively similar

2490
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actions and arbitrations relating to alleged
losses resulting from the failure of the Bear
Stearns High Grade Structured Credit Strategies
Master Fund, Ltd, (the “High Grade Fund”) and
the Bear Stearns High Grade Structured Credit
Strategies Enhanced Leverage Master Fund, Ltd,
({the "Enhanced Leverage Fund’) (collectively,
the “Funds’), BSAM served as investment
manager for both of the Funds, which wera
organized such that there were U.5, and
Cayman Islands “feeder funds” that invested
substantially all their assets, directly or
indirectly, in the Funds. The Funds are in
liguidation.

There are currently three civil actions pending
in the United States District Court for the
Southern District of New York

Jreergan Chase & Co. /20011 Annual
Report
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relating to the Funds. One of these actions
Invalves a derivative lawsuit Brought on behalf
of purchasers of partnership intérests in the
.5, feeder fund to the Enhanced Leverage
Fund, alleging that the Bear Stearns defendants
mismanaged the Funds, This action seeks,
amang other things, unspecified compensatory
damages based on alleged Investor losses, The
parties have reached an agreement to settle
this derivative action, pursuant o which ESAM
would pay a maximum of approximately $18
million, ESAM has reserved the right not to
proceed with this settlement If plaintiff is
unable to secure the participation of investors
whaose net contributions meet a prescribed
percentage of the aggregate net contributions
to this feeder fund. The court has preliminarily
approved the settlement, which remains subject
to final court approval. (A separate derivative
action, alse alleging that the Bear Stearns
defendants mismanaged the Funds, was
brought on behalf of purchasers of partnership
interests in the L5, feeder fund to the High
Grade Fund, and was dismissed following a
Court-approved settlement with similar terms,
pursuant to which B5AM paid approximately
519 milllgn). The second pending action,
brought by the joint Voluntary Liguidators af
the Cayman Islands feeder funds, makes
allegations similar to those asserted in the
derivative lawsuits related to the U5, feader
funds, alleges net losses of approximately 5700
million and seeks compensatary and punitive
damages. The parties presently are engaged in
discovery.

The third action was brought by Bank of
America and Banc of America Securities LLC
(together “BofA”") alleging breach of contract
and fraud in connection with a 34 billlan
securitization in May 2007 known as a "CDO-
squared,” for which B5AM served as collateral
manager. This securitization was composed of
certain collateralized debt obligation holdings
that were purchased by BofA from the Funds.
BofA alleges that it imcurred losses in excess of
53 billion and seeks damages in an amouont (o
be determined, although the amount of
damages that BofA seeks may be substantially
less than its alleged losses. Discovery is
ongoing.

Bear Stearns Sharehalder Litigation and Related
Marrers. Varlous shareholders of Bear Stearns
have commenced purported class actions
against Bear Stearns and certain of its former
officers and/or directors on behalf of all
persons who purchased or otherwise acquired
commaon stock of Bear Stearms between
December 14, 2006, and March 14, 2008 {the
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own arbitration proceadings and lawsuits
asserting claims simifar to thase in the putative
class actions. Certain of these martters have
been dismissed or settled.

Separately, an agreement in principle has been
reached to resolve a class action hrought under
the Employee Retirement Income Security Act
(CERISA") against Bear Stearns and certain of its
farmer afficers and/or directars on behalf of
participants in the Bear Stearns Employee Stock
Ownership Plan for alleged breaches of
fiduciary duties in connection with the
management of that Plan. Under the
sattlemant, which remains subject to final
documentation and court appraval, the class
will receive $10 million.

Bear Stearns, former members of Bear Stearns”
Board of Directors and certain of Bear Stearns’
formaer exacutive officers have also bean named
as defendants in a shareholder derivative and
class action sut which is pending in the United
Staves District Court for the Southern District of
New York. Plaintiffs assert claims for breach of
fiduciary duty, violations of Federal securities
laws, waste of corporate assets and gross
mismanagement, unjust enrichment, abuse of
control and indemnification and contribution in
connection with the losses sustained by Bear
Stearns as a result of its purchases of subprime
loans and certain repurchases of its own
common stock. Certain individual defendants
are also alleged 1o have sold their holdings of
Bear Stearns common stock while in possession
of material nonpublic informaticn, Plaintiffs
seek compensatory damages in an unspecified
amount. The District Court dismissed the
action, and plaintiffs have appealed,

City of Milan Litigation and Criminal
fnvestigation. In January 2009, the City of
Milan, Italy (the “City’) issued civil proceadings
against {among others) [PMorgan Chase Bank,
HW.A. and ).F. Morgan Securities Ltd. {together,
“IPMorgan Chase’) in the District Court of Milan
The proceedings relate to {a} a bond issue by
the City in June 2005 (the “Bond’}y, and {b) an
associated swap transaction, which was
subsequently restructured on a number of
occasions between 2005 and 2007 (the “Swap”).
The City seeks damages and/or other remedies
against JPMorgan Chase (among others) on the
grounds of alleged “fraudulent and deceitful
acts” and alleged breach of advisory obligations
in connection with the Swap and the Bond,
together with related swap transactions with
ather counterparties, The civil proceedings
have been stayed pending the determination of
an application by |PMergan Chase to the
Supreme Court in Rome challenging
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“Class Period”). During the Class Period, Bear
Stearns had between 115 million and 120
million common shares outstanding, and the
price per share of those securities declined
from a high of $172.61 ta a low of $30 at the
end of the period, The actions, originally
commenced in several federal courts, allege
that the defendants issued materially false and
misleading statements regarding Bear Stearns’
business and financial results and that, as a
result of those false statements, Bear Stearns’
commaon stock traded at artificially inflated
prices during the Class Period. In addition,
several individual shareholders of Bear Stearns
have also commenced or threatened to
commence their

JPetergan Chase & Co. 200 1 Annual
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jurisdiction, which was heard in November
2011,

In March 2010, a criminal judge directed four
current and former JPMorgan Chase personnel
and JPMorgan Chase Bank, N.A. (as well as
other individuals and three other banks) to go
forward to a full trial that stared in May 201 0.
Although the Firm is not charged with any
crime and does not face eriminal liability, if ane
or mare of its employees were found guilty, the
Firm could be subject to administrative
sanctions, including restrictions on its ability

291
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to conduct business in ltaly and monerary
penaltles, Hearings have continued on a weekly
basis since May 2010,

Envon Litigation, JPMorgan Chase and certain of
its officers and directors are involved in several
|awsuits seeking damages arising out of the
Firm's banking relations hips with Enron Corp.
and its subsidiaries ("Enron”), A number of
actions and other proceedings against the Firm
previoushy were resolved, including a class
action lawsuit captioned Newhy v. Enron Corp,
and adversary proceedings brought by Enron's
bankruptcy estate, The remaining Enron-
related actions include an individual action by
an Enron Investar, an action by an Enron
counterparty and a purported class action filed
on behalf of JPMargan Chase employees who
participated in the Firm's 401(k) plan asserting
claims under ERISA for alleged breaches of
fiduciary duties by JPMorgan Chase, its
directors and named officers, The class action
has been dismissed, and 15 on appeal to the
United States Court of Appeals for the Second
Circuit, Mations to dismiss are pending in the
other two actions.

tnterchange Likigation. A group of merchants
has filed a series of putative class action
complaints in several federal courts. The
complaints allege that Visa and MasterCard, as
well as certaln other banks and their respective
bank holding compamies, conspired to set the
price of credit and debit card Interchange fees,
enacted respective association rules in violation
of antitrust faws, and engaged in
tying/bundling and exclusive dealing. The
complaint seeks unspecified damages and
injunctive relief based on the theony that
interchange fees would be lower or eliminated
but for the challenged conduct. Based on
publicly available estimates, Visa and
MasterCard branded payment cards generated
approximately 540 billlon of Interchange fees
industry-wide in 2010, All cases have been
consolidated in the United States District Court
for the Eastern District of Mew York for pretrial
proceedings. The Court has dismissed all
claims relating to periods prior to January
2004, The Court has not yet ruled on motions
relating to the remainder of the case or
plainiiffs' class cernification motion. Fact and
expert discovery have closed.

In-addition to the consolidated class action
complaing, plaintiffs filed supplemental
complaints challenging the initial public
offerings ("IPOs") of MasterCard and Visa {the
PO Complaints™). With respect to the
MasterCard IPO, plaintiffs allege that the
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Investment Management”) were Inappropriately
invested in securities backed by subprime
residential real estate collateral. Plaintiffs claim
that JPMorgan Investmeni Management and
related defendants are llable for losses of more
than %1 billien in market value of these
securities, The first case was filed by NM
Hemes One, Inc. in federal District Court In New
York, Following rulings on motions addressed
ta the pleadings, plaintiffs claims for breach of
contract, breach of fiduciary duty, negligence
and gross negligence survive, and discovery s
proceeding, In the second case, filed by
Assured Guaranty (UK.} in Mew York state
court, discovery is proceeding on plaintiff's
claims for breach of contract, breach of
fiduciary duty and gross negligence. In the
third case, filed by Ambac Assurance UK
Limited in New York state court, the (ower court
granted JPMorgan Investment Management's
maotion to dismiss. The Mew York State
Appeliate Division reversed the lower court’s
decision and discovery is proceeding. The
fourth case, filed by CMMF LLP in Mew York
state court, asserts claims under New Yark law
for breach of fiduciary duty, gross negligence,
breach of contract and negligent
misrepresentation. The lower court denied in
part defendants’ motion to dismiss and
discovery Is proceeding,

Lehman Brathers Bankrupley Proceedings. In
May 2010, Lehman Brothers Holdings Inc.
"LEHI"} and s Official Committee of Unsecured
Creditors (the “Committee”) filed a complaint
{and later an amended complaint) against
IPMargan Chase Bank, N.A. in the United States
Bankrupicy Court for the Southern District of
New York that asserts both federal bankruptoy
law and state common law claims, and seeks,
among other relief, to recover 58.6 billion m
collateral that was transferred to |PMorgan
Chase Bank, N.A. in the weeks preceding LBHI's
bankruptcy, The amended complaint also seeks
unspecified damages on the grounds that
IPMorgan Chase Bank, N.A.'s collateral requests
hastened LBHI's demise. The Firm has moved to
dismiss plaintiffs’ amended complaint in s
entirety, and has also moved to transfer the
litigation from the Bankrupicy Court to the
United States istrict Court for the Southern
District of Mew York. Nelther motion has yet
been decided, but following argument on the
mation to transfer the lilgation, the Disteict
Court directed the Bankruptoy Court to decide
the motion to dismiss while the District Court Is
considering the transfer motion. The Firm also
filed counterclaims against LEHI alfeging that
LBHI fraudulently induced the Firm to make
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offering violated Section 7 of the Clayton Act
and Section 1 of the Sherman Act and that the
offering was a fraudulent conveyance, With
respect to the Visa IPO, plaintiffs are
challenging the Visa IPO on antitrust theories
parallel to those articulated in the MasterCard
IPO pleading. Defendants have filed motions to
dismiss the IPQ Complaints. The Court has not
yet ruled on those motions,

The parties also have filed motions seeking
summary judgment as to various claims in the
complaints. Oral argument on these summary
judgment motions was heard in November
2011,

Investment Management Litigation, Four cases
have been filed claiming that investment
portfolios managed by |.P. Morgan Investment
Management Inc. {*JPMorgan

292
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large clearing advances to Lehman against
inappropriate collateral, which left the Firm
with more than £25 hillion in claims (the
“Clearing Claims") against the estate of Lehman
Brothers Inc. ("LBI"), LEHI's broker-dealer
subsidiary, These claims have been paid in full,
subject to the outcome of the litigation.
Discovery is underway with a trial scheduled for
2012, In August 2011, LEHI and the Committea
filed an objection to the deficiency claims
asserted by JPMargan Chase Bank, N.A. against
LBH| with respect to the Clearing Claims,
principally on the grounds that the Firm had
not conducted the sale of the securities
collateral held for such claims in a
commercially reasonable manner. The Firm has
received and is in various

JPMorgan Chase & Co, /2001 Annual
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stages of responding to regulatory
Investigations regarding Lehman,

LIBOR investigations and Litigation. JPMorgan
Chase has received various subpoenas and
requests for documents and, In some cases,
interviews, from the United States Department
of Justice, United States Commodity Futuras
Trading Commission, Lnited 5States Securities
and Exchange Commission, Eurapean
Commission, United Kingdom Financial Services
Authority, Canadian Competition Bureau and
Swiss Competition Commission, The
documents and (nformation sought all relate to
the process by which rates were submitted to
the British Bankers Association ("BBA") in
connection with the setting of the BEA’s Londan
Interbank Offered Rate ("LIBOR™), principally in
2007 and 2008. The inguiries from some of the
regulators also relate to similar processes by
which EURIBOR rates are submitted to the
Eurapean Banking Federation and TIBOR rates
are submitted to the Japanese Bankers'
Association during similar time pericds. The
Firm is cooperating with these inquiries.,

In addition, the Firm has been named as a
defendant along with other banks In a series of
individual and class actions filed in various L5,
federal courts alleging that since 2006 the
defendants either individually suppressed the
LIBOR rate artficially or colluded in submitting
rates for LIBOR that were artificially Tow,
Plaintiffs allege that they transacted in LS.
dollar LIBOR-based derivatives or other
financial instruments whose values are
impacted by changes in U5, dallar LIBOR, and
assert a variety of claims including antitrust
claims seeking treble damages. All cases have
been consolidated for pre-trial purposes in the
United States District Court for the Southern
District of NMew York, In Hovember 2011, the
District Court entered an Order appointing
Iinterim lead counsel for the two proposed
classes: (i) plaintiffs who aliegedly purchased
U5, dollar LIBOR-based financial instruments
directly from the defendants in the over-the-
counter market, and (i} plaintiffs who allegedly
purchased L5, doliar LIBOR-based financial
instruments on an exchange.

Mad'off Litigation. |PMorgan Chase & Co,,
|PMorgan Chase Bank, M.A., JLP. Morgan
Securities LLC, and J.P. Morgan Securities Ltd.
have been named as defendants in a lawsuit
brought by the trustee (the "Trustee”) for the
liguidation of Bermard L, Madoff Investment
Securities LLC ("Madoff), The Trustee has
served an amended complaint in which he has
asserted 28 causes of action against JPMargan
Chase, 20 of which seek to avaid certain
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approximately 19 billion in damages, together
with bankrupicy law claims 1o recover
approximately $425 million In transfers that
IPMorgan Chase allegedly received directly or
indirectly from Bernard Madoff's brokerage
firm. By order dated October 31, 2011, the
United States District Court for the Southarn
District of New York granted |PMorgan Chase's
maotion to dismiss the common law claims
asserted by the Trustee, and returned the
remaining claims ta the Bankruptcy Court for
further proceedings, The Trustee has appealed
this decision,

Separately. |.P. Morgan Trust Company
{Cayman)} Limited, JPMorgan (Suisse) 54, |.P.
Morgan Securities Ltd., Bear Stearns Alternative
Assets International Lid. and J.P. Morgan
Clearing Corp. have been named as defendants
in lawsuits presently pending In Bankruptcy
Court in New York arising out of the liguidation
proceedings of Fairfield Sentry Limited and
Fairfield Sigma Limited (togethear, “Fairfield"),
so-called Madoff feader funds. These actions
are based on theories of mistake and
restitution and seek to recover payments made
to defendants by the funds totaling
approximately 5150 million, Pursuant to an
agreement with the Trustee, the liquidators of
Fairfield have woluntarily dismissed their action
against |.P. Margan Securities Ltd. without
prejudice ta refiling. The ather actions remain
outstanding. The Bankruptey Court has stayed
these actions. In addition, a purported class
action was browght against JPMorgan Chase in
the United States District Court for the Southern
District of New York, as is a motion by separate
potential class plaintiffs to add <laims agalnst
IPMargan Chase, |PMorgan Chase Bank, N.A,,
1.P. Morgan Securities LLC and |.P, Morgan
Securities Lid. to an already-pending purported
cliss action in the same court. The allegations
in these camplaints largely track those raised
by the Trustee. The Court dismissed these
complaints and plaintiffs have appealed.

Finally, JPMorgan Chase is a defendant in five
actions pending In Mew York state court and
two purported class actions in federal court in
New York. The allegations |n all of these actions
are essentially identical, and involve claims
agdinst the Firm for aiding and abetting fraud,
aiding and abetting breach of fiduciary duty,
conversion and wunjust enrichment, In the state
court actions, the Firm's motion to dismiss is
pending. The Firm has moved to dismiss the
state court actions and intends 1o move to
dismiss the federal actions.

The Firm is also respanding fo various
governmental inquiries concerning the Madaff
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transfers (direct or indirect) made to JPMorgan
Chase that are alleged to have been preferential
or fraudulant under the federal Bankruptcy
Code and the New York Debtor and Creditor
Law. The remaining causes of action involve
claims for, among other things, aiding and
abetting fraud, aiding and abetting breach of
fiduciary duty, conversion, contribution and
unjust enrichment. The complaint genarally
alleges that JPMorgan Chase, as Madoff's long-
time bank, facilitated the maintenance of
Madoff's Ponzi scheme and overlooked signs of
wrangdaing in order to abtain profits and fees,
The complaint asserts commaon law claims that
purport to seek
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matter.

MF Global, |JPMorgan Chase & Co. has been
named as one of several defendants in six
putative class action lawsuits brought by
custamers of MF Global in federal district
courts in Montana and New Yark, The actions
allege, among ether things, that the Firm aided
and abetted MF Global's alleged misuse of
custamer maney and breaches of fiduciary duty
and was unjustly enriched by the transfer of
£200 million in customer seqregated funds by
MF Global.

In addition, J.P. Morgan Securities LLC has been
named as one of several defendants in a
putative class action filed in

233
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federal district court in New York on behalf of
purchasers of MF Glabal's publichy traded
securlties including the securities 1ssued
pursuant to MF Global's February 2011 and
August 2011 convertible note offerings. The
complaint, which asserts violations of the
Securities Act of 1933 against the underwriter
defendants, alleges that the offering
documents contained materially false and
misleading statements and omissions regarding
MF Global's financial position, including its
exposure to European sovereign debt. The Firm
is also responding to various governmental
Inguiries concerning MF Global,

Mortgage-Backed Securities and Repurchase
Litigation and Regulatory Investigations.
jPMorgan Chase and affiliates, Bear Stearns and
affiiates and Washington Mutual affiliates have
been named as defendants in a2 number of
cases in their various roles as issuwer or
underwriter in MBS offerings. These cases
include purported class action suits, actions by
Individual purchasers of securities ar by
trustees for the benefit of purchasers of
securities, and actions by monoline insurance
compamies that guaranteed payments of
principal and interest for particular tranches of
securities offerings. Although the allegations
vary by lawsult, these cases generally allege
that the offering documents for securities
Issued by dozens of securitization trusts
contained material misrepresentations and
omissions, Including with regard 1o the
underwriting standards pursuant to which the
underlying mortgage loans were issued, or
assert that various representations o
warranties relating to the loans were breached
at the time of arigination. There are currently
pending and tolled Investor and monoline
claims involving approximately 5120 billion of
such securities, a number that decreased
sigmificantly in the fourth quarter of 2011
largely due to favorable rulings on standing in
the class actions discussed below,

In the actions against the Firm as an MBS issuer
{and, in some cases, also as an underwriter of
fts own MBS offerings), three purported class
actions are pending against JPMorgan Chase
and Bear Stearns, and/or certain of their
affiliates and current and former employees, in
the United 5tates District Courts for the Eastern
and Southern Districts of New York. Defendants
moved to dismiss these actions, In the first of
these three actions, the cowrt dismissed claims
relating to all but one of the offerings. In the
second action, the court dismissed claims as to
certain offerings and tranches for lack of
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court certified a class of plaintff investors o
pursue the claims asseried, but limited those
claims to the 13 tranches of MBS in which a
named plaintiff purchased. Discovery is
proceeding.

In addition to class actions, the Firm i5 also a
defendant in individual actions brought against
certain affiliates of JPMorgan Chase, Bear
Stearns and Washington Muotual as issuers fand,
in some cases, as underwriters), These actions
involve claims by governmeantal agencies,
including the Federal Housing Finance
Administration, the National Credit Union
Administration and the Federal Home Loan
Banks of Pittsburgh, Seattle, San Francisco,
Chicago, Indianapolis, Atlanta and Bostan, as
well as by or 10 benefit various (nstitutional
investors, ncluding Cambridge Place
Investment Management, various affiliates of
the Allstate Corporation, the Charles Schwab
Corporation, Massachusetts Mutual Life
Insurance Company, Western & Southern Life
Insurance Campany, H5H Nordbank, IKB
International, 5.A., Sealink Funding, Ltd.,
Landesbank Baden-Wurttemberg, Stichting
Pensioenfonds ABP, Bayerische Landesbank,
Union Central Life Insurance Company, Capital
Ventures International, John Hancock Life
Insurance Company and certain affiliates, Dexia
SANY and certain affiliates, Deutsche Zentral-
Genossenschaltsbank and Asset Management
Fund and certain affiliates. These actions are
pending in federal and state courts across the
country and are at various stages of litigation,

EMC Momgage LLC (formerly EMC Morigage
Corperation) ("EMCT), an Indirect subsidiary of
JPMargan Chase & Co., and certain other
1PMorgan Chase entlties currently are
defendants in four pending actions commenced
by bond insurers that guaranteed payments of
principal and interest on approximately $3.5
billion of certain classes of six different MBS
offerings sponsored by EMC. One of those
actlons, commenced by Syncora Guaraniee,
Inc,, is pending in the United States District
Court for the Southern District of New York
against EMC only. Syncora has also filed two
actions in New York state court: the first,
against J.P. Morgan Securities LLC, asserts tor
claims arising out of the same transaction as its
federal complaint; the second asserts varlous
tort and contract claims relating to a separate
transaction against §.P. Morgan Securities LLC,
JPMorgan Chase Bank, M.A. and Bear Stearns
Asset-Backed Securities | LLC, Ambac has filed
a simifar complaint in Mew York state court
relating to four MBS offerings, which alleges
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standing, but allowed claims to proceed
relating to some offerings and certificates
including ones raised by newly intervening
plaintiffs; both parties have sought leave to
appeal these rulings. In the third action, the
Firm's motion to dismiss remains pending. In a
fourth purported class action pending in the
United States District Court for the Western
District of Washington, Washingtan Mutual
affiliates, WaMu Asset Acceptance Corp. and
WaMu Capital Corp., along with certain former
officers or directars of WaMu Assetr Acceptance
Corp., have been named as defendants. The
court there denied plaintiffs’ motion for leave
to amend their complaint ta add JPMorgan
Chase Bank, N.A., as a defendant on the theory
that it is a successor to Washington Mutual
Bank. In October 2011, the
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various contract and tort claims against EMC,
J.P. Morgan Securities LLC and |PMorgan Chase
Bank, M.A, These Ambac and Syncora actions
seek unspecified damages and specific
performance. In December 2011, Assured
Guaranty Corp, dismissed its case filed against
EMC with respect to one MBS offering that was
pending in the United States District Court for
the Southern District of Mew York,

In actions against the Firm solely as an
underwriter of other issuers® MBS offerings, the
Firm has contractual rights to indemnification
fram the issuers, but those indemnity rights
may prove effectively unenforceable where the
issuers are now defunct, such as affiliates of
IndyMac Bancorp

IPMorgan Chase & Co. /20011 Annual
Repart
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("IndyMac Trusts") and Thornburg Mortgage
("Tharmburg®). The Firm may also be
contractually abligated to Indemnify
underwriters in certain deals it issued. With
respect to the IndyMac Trusts, |.P. Margan
Securities LLC, along with numerous other
underwriters and individuals, Is named as a
defendant, both in its own capacity and as
successor to Bear Stearns. in a purported class
actian pending in the United States Districy
Court for the Southern District of New York
brought on behalf of purchasers of securitias in
various IndyMac Trust MBS offerings. The court
In that action has dismissed claims as to certain
such securitizations, including all offerings in
which no named plaintiff purchased securities,
and allowed claims as to other offerings to
proceed. Flaintiffs” motion to certify a class of
imvestars in certain offerings is pending, and
discovery is ongaing, In addition, I.F. Morgan
Securities LLC and |PMorgan Chase are named
as defendants in an individual action filed by
the Federal Hame Loan Bank of Pittsburgh in
connectian with a single offering by an affiliate
of IndyMac Bancorp, Discovery in that action is
ongoing and defendants moved far partial
summary judgment in November 2011,
Separately, ). P. Morgan Securities LLC, as
successor to Bear, Stearns & Ca. Inc., along
with other underwriters and certain individuals,
are defendants in an action pending in state
court in California brought by MEIA Insurance
Corp. ("MBIA"), The action relates to certain
securities issued by IndyMac trusts in offerings
in which Bear Stearns was an underwriter, and
as to which MBIA provided guaranty insurance
policies. MBIA purports to be subrogated to the
rights of the MBS holders, and seeks recovery
of sums it has paid and will pay pursuant to
those policies. Discovery is ongaing. With
respect to Thornburg, a Bear Stearns subsidiary
Is also a named defendant in a purported class
action pending in the United States District
Court for the District of New Mexico along with
a number of other financial institutions that
served as depositors and /o underwriters for
three Tharnburg MBS offerings. The Court
granted in part defendants’ mation to dismiss
but indicated that plaintiffs could replead.
Maintiffs filed another amended complaint in
December 2011, while defendants have asked
the court to recansider its ruling denying in
part the defendants” motion to dismiss.

The Fiern or its affiliates are defendants in three
actions browght by trustees of MBS on behalf of
the purchasers of securities, In the first, Wells
Fargo, as trustee for a single MBS trust, has
filed an action against EMC Mortgage in
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the Washington Mutual Litigations.

There is no assurance that the Firm will not be
named as a defendant in additional MB5-
related litigation, and the Firm has entered into
agreements with a number of entities that
purchased such securities which toll the
statutes of limitations and repose with respect
ta their claims. In addition, the Firm has
received several demands by securitization
trustees that threaten litigation, as well as
demands by investors directing or threatening
1o direct trustees to investigate claims or bring
litigation, based on purported obiigations to
repurchase Inans out of securitization trusts
and alleged servicing deficiencies. These
include but are not limited to a demand from a
law firm, as counsel (o a group of
certificateholders who purport to have 25% or
maore of the voting rights in as many as 191
different trusts sponsored by the Firm with an
ariginal principal balance of mare than $174
billian {(excluding 52 trusts sponsored by
Washington Mutual, with an original principal
balance of more than §58 billion), made to
various trustess to investigate potential
repurchase and servicing claims.

A shareholder complaint has been filed in New
York state court against the Firm and two
affiliates, members of the boards of directors
thereof and certain employees, asserting claims
based on alleged wrongful actions and
inactions relating to residential mortgage
originations and securitizations, The action
seeks an accounting and damages. The
defendants have moved to dismiss the action.

In addition to the above-described litigation,
the Firm has also received, and responded to, a
number of subpoenas and informal requests for
information from federal and state authorities
concerning martgage-related matters,
including inquiries concerning a number of
transactions invabving the Firm's origination
and purchase of whole lpans, underwriting and
issuance of MBS, treatment of early payment
defaults and potential breaches of
securitization representations and warranties,
dnd due diligence in connection with
securitizations. In January 2012, the Firm was
advised by SEC staff that they are considering
recommending to the Commission that civil or
administrative actions be pursued arising out of
Iwo separate investigations they have been
conducting. The first involves potential claims
against J.P. Margan Securities LLC relating to
due diligence conducted for two mortgage-
backed securitizations and carresponding
disclosures. The second involves potential
claims against Bear Stearns entities, |JPMorgan
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Delaware state court alleging that EMC
breached various representations and
warranties and seeking the repurchase of more
than 800 mortgage loans by EMC and
indemnification for the trustee attorneys’ fees
and costs. In the second, a trustee for a single
MES trust filed a summaons with notice in New
York state court against EMC, Bear Stearns &
Co. Inc. and |PMorgan Chase & Co., seeking
damages for breach of contract. The Firm has
not yet been served with the complaint. In the
third, the Firm is a defendant in an action
commenced by Deutsche Bank National Trust
Co., acting as trustee for various MBS trusts.
That case is described in more detail below
with respect to

JPetergan Chase & Co. 200 1 Annual
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Chase & Co. and J.F. Morgan Securities LLC
relating ta settlements of claims against
originators involving loans included ina
number of Bear Stearns securitizations, In bath
investigations, the SEC staff has invited the
Firm to submit responses to the proposed
actions.

Mortgage Foreclosure [nvestigations and
Lirigation. JPMoargan Chase and fouwr other firms
have agreed to a settiement in principle (the
“global sertlement”} with a number of federal
and state government agencies, including the
U.S. Department of Justice, the LS.
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Motes to consolidated financial statements

Department of Housing and Urban
Development, the Consumer Financial
Protection Bureau and the 5tate Attorneys
General, relating o the servicing and
origination of mortgages. The giobal
settlement, which is subject to the execution of
a definitive agreement and court approval, calls
for the Firm to, among other things: {i} make
cash payments of approximately $1.1 billion (a
portion of which will be set aside for payments
to borrowers); (i) provide approximately $500
million of refinancing relief 1o certain
“underwater” borrowers whose loans are owned
by the Firm; and (iil) provide approximarely
13.7 billion of additional relief for certain
borrowers, including reductions of principal on
first and second liens, payments to assist with
short sales, deficiency balance walvers on past
foreclosures and short sales, and forbearance
assistance for unemployed homeowners, (If the
Firm does not meet certain targets for provision
of the refinancing or other borrower relief
within certain prescribed time pericds, the Firm
will instead make cash payments.) In addition,
under the global settlement the Firm will be
required to adhere to certain enhanced
morigage servicing standards.

The global settlement releases the Firm from
further claims related to servicing activities,
including foreclosures and loss mitigation
activitles; cernaln erigination activities; and
certain bankruptcy-related activities. Not
included in the glabal settlement are any claims
arizing out of securitization activities, including
representations made to investors respecting
mortgage-backed securities: criminal claims;
and repurchase demands frem the G585, among
ather jterms.

The Firm also entered into agreements in
principle with the Federal Reserve and the OCC
for the payment of civil money penalties related
to conduct that was the subject of consent
orders entered into with the banking regulators
In April 2001, The Firm's payment obligations
under those agreements will be deemed
satisfied by the Firm's paymenis and provisions
of relief under the global settlement,

The Attorneys General of Massachusetts and
Wew York have separately filed lawsuits against
the Firm, ather servicers and a mortgage
recarding company asserting claims for variaus
alleged wrongdoings relating to mortgage
assignments and use of the industry's
electronic martgage registry. The Firm has
moved to dismiss the Massachusetts action,
and has yet to respond to the New York action,

Five purported class action lawsuits were filed
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Municipal Derivanives investigarions and
Litigation, Purported class action lawsults and
individual actions {the “Municipal Derivatives
Actions”) have been filed against |PMorgan
Chase and Bear Stearns, as well as numerous
other providers and brokers, alleging antitrust
violations im the reportedly 5100 billion to
$300 billlon annual market for financial
instruments related to municipal bond offerings
referred to collectively as “municipal
derivatives.” In July 2011, the Firm settled with
federal and state governmental agencies to
resolve their investigations into similar allegad
conduct. The Municipal Derivatives Actions
have heen consolidated and/or coordinated in
the United States District Court for the Southern
District of New York, The court denied in part
and granted in part defendants’ motions 1o
dismiss the purported class and individual
actions, permitting certain claims to proceed
against the Firm and others under federal and
California state antitrust laws and under the
California false claims act, Subsequently, a
number of additional individual actions
assarting substantially similar claims, including
claims under New York and West Virginia state
antitrust statutes, were filed against [PMorgan
Chase, Bear Stearns and numerous ather
defendants, These cases are also being
coordinated for pretrial purposes in the United
States District Court for the Sowuthern District of
Mew York. Discavery is ongaing,

in addition, civil actions have been commenced
against the Firm relating ta cerain Jefferson
County, Alabama (the “County”) warrant
underwritings and swap transactions. In
Nevember 2009, |.P. Morgan Securities LLE
settled with the SEC to resalve its investigation
inta those transactions. Following that
settlement, the County and a putative class of
sewer rate payers filed complainis against the
Firm and several other defendants in Alabama
state court. The suits allege that the Firm made
payments 1o certain third parties in exchange
for being chosen to underwrite more than §3
billion in warrants issued by the County and 1o
act as the counterparty for certain swaps
executed by the County. The complaints also
allege that the Firm concealed these third-party
payments and that, but for this concealment,
the County would not have entered into the
transactions. The Court denied the Firm's
motions to dismiss the complaints in both
proceedings. The Firm filed mandamus
petitions with the Alabama Supreme Court,
seeking immediate appellate review of these
decisions. The mandamus petition In the
County's lawsuit was denied in April 20711, In
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against the Firm relating to its mortgage
foreciosure procedures, Two of those suits
were dismissed with prejudice. A third suit has
been resolved, and its dismissal will be
obtained shortly, Additionally, the Firm is
defending a purported class action brought
against Bank of America involving an EMC loan.
A sharehalder derivative action has been filed
in New York state court against the Firm's
board of directors alleging that the board failed
to exercise adequate oversight as to wrongful
conduct by the Firm regarding morigage
servicing. The action seeks a declaratory
judgment and damages.
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Movember and December, 2011, the County
filed notices of bankruptcy with the trial court
in each of the cases and with the Alabama
Supreme Court stating that it was a Chapter 9
Debtor in the LS. Bankruptcy Court for the
Northern District of Alabama and providing
notice of the automatic stay. Subsequently, the
portion of the sewer rate payer action involving
claims against the Firm was removed by certain
defendants ta the United States District Court
for the Northern District of Alabama. In its
arder finding that remaoval of this action was
proper, the District Court referred the action to
the District’s Bankruptcy Court, where the
action remains pending.

IPMargan Chase & Co. /2001 Annual
Report
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Two insurance companies that guaranteed the
payment of principal and Interest on warrants
Issued by the County have filed separate
actions against the Firm in New York state
court, Their complaints assert that the Firm
fraudulently misled them inta issuing insurance
based upon substantially the same alleged
conduct described above and ather alleged
non-disclosures. One insurer claims that it
insured an aggregate principal amount of
nearly £1.2 billion and seeks unspecified
damages In excess aof 3400 million as well as
unspecified punitive damages. Tha other
Insurer claims that it insured an aggregate
principal amount of more than $378 million
and seeks recovery of 54 million allegedly paid
under the palicies to date as well as any future
payments and unspecified punitive damages. In
December 2010, the court denied the Firm's
metions to dismiss each of the complaints. The
Firm has filed a cross-claim and a third party
claim against the County for indemnity and
contribution. The County moved to dismiss,
which the court denied in August 2011, In
consequence of its November 2011 bankruptey
filing, the County has asserted that these
actions are stayed.

Owverdraft Fee/Debit Posting Order Litigation.
JPMorgan Chase Bank, N.A, has been named as
a deftendant in several purported class actions
refating to its practices in posting dehit card
transactions 1o customers' deposit accounts.
Plaintiffs allege that the Firm improperly re-
ordered debit card transactions from the
highest amount to the lowest amount before
processing these transactions in order to
generate unwarranted overdraft fees. Plaintiffs
contend that the Firm should have precessed
such transactions in the chronological order
they were autharized. Plaintiffs seek the
disgorgement of all overdraft fees paid to the
Firem by plaintiffs since approximately 2003 as
a result of the re-ordening of debit card
transactions. The claims against the Firm have
been consolidated with numerous complaints
against other national banks in multi-District
litigatian pending in the United States District
Court for the Southern District of Florida. The
Firm's motion to compel arbitration of certain
plaintiffs' claims was initially denled by the
District Court. On appeal, the United States
Court of Appeals for the Eleventh Circuit
vacated the District Court's order and
remanded the case for reconsideration in light
of a recent ruling by the United States Supremas
Court In an unrelated case addressing the
enforcement of an arbitration provision in a
consumer product agreement. The Firm has
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proceedings for three Petters entities. These
actions generally seek to avoid, on fraudulent
transfer and preference grounds, certain
purpaned transfers in connection with (1) the
2005 acquisition by Petters ol Polaroid, which
at the time was majority-owned by OEP; (i) two
credit facilities that JPMorgan Chase and other
fimanctal institutions entered into with Polaroid;
and (i} a credit lime and investment accounts
held by Petters, The actions collectively seek
recovery of approximately $450 million.
Defendants have moved to dismiss the
complaints in the actions filed by the Petters
bankrupicy trustees.,

Sacuriries Lending Litigarion, JPMorgan Chase
Bank, M.A, has been named as a defendant in
four putative class actions asserting ERISA and
other claims pending in the United States
District Court for the Southern District of New
York brought by participants in the Firm's
securities landing business. A fifth lawsuit was
filed in Mew York state court by an individual
participant in the program. Three of the
purported class actians, which have been
consolidated, relate to investments of
approximately $500 million in medium-tarm
notes of Sigma Finance Inc. (*Sigma”), In August
2010, the Court certified a plaintiff class
consisting of all securities lending participants
that held Sigma medium-term notes on
September 30, 2008, including those that held
the notes by virtue of participation in the
investment of cash collateral through a
collective Tund, as well as those that held the
notes by virtue of the investment of cash
collateral through individual accounts. The
Caourt granted JPMorgan Chase's motion for
partial summary judgment as 1o plaintiffs' duty
af loyalty claim, finding that the Firm did not
have a conflict of interest when it provided
repurchase financing to Sigma while also
helding Sigma medium-term notes in securities
tending accounts. Trial on the remaining duty
of prudence claim |s scheduled to begin in
February 2012, In December 2011, {PMorgan
Chase filed third -party claims for
indemnification and contribution against the
investment flduciaries for three unnamed class
members that maintained individual securities
lending accounts. The parties have reached an
agreement in principle to settle this action. The
settlement is subject to documentation and
court approval,

The fourth putative class action CoRcerns
investments of approximately 3300 million in
Lehman Brothers medium-term notes. The Firm
has moved to dismiss the amended complaint
and is awaiting a decision. Discovery is
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reached an agreement in principle to settle this
matter in exchange for the Firm paying 5110
million and agreeing to change certain
overdraft fee practices. The settiement is
subject to documentation and court approval.

Petters Bankrupicy and Related Malters.
JPMorgan Chase and certain of its affiliates,
including One Equity Partners ("OEP"), have
been named as defendants in several actions
filed in connection with the receivership and
bankruptcy proceedings pertaining to Thomas
J. Petters and certain affiliated entities
{callectively, “Petters”) and the Polaroid
Corporation. The principal actions against
JPMorgan Chase and its affiliates have been
brought by a court-appointed receiver for
Petters and the trustees in bankruptcy

dargan Chase & Ca /2011 Annual
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preceeding while the mation is pending. The
Mew York state court action, which is not a
class action, concerns the plaintiff's alleged
loss of money in both Sigma and Lehman
Brothers medium-term notes. The Firm has
answered the complaint. Discovery is
proceeding.

Service Members Civil Relief Act and Housing
and Economic Recovery Act lnvestigations and
Litigatian. Multiple government officials have
conducted inguiries into the Firm's procedures
related to the Service Members Civil Relief Act
{*5CRA") and the Housing and Economic
Recovery Act of 2008 (“HERA"). These inguiries
were prompted by the Firm's public statements
about its SCRA and HERA
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compliance and actions To remedy Certain
Instamces in which the Firm mistakenly charged
active or recently-active military personnel
morgage interest and fees In excess of that
permitted by SCRA and HERA, and in a number
of Instances, foreclosed on borrowers protected
by SCRA and HERA. The Firm has implemented
a number of procedural enhancements and
controls to strengthen its SCRA and HERA
compliance, In addition, an Individual borrower
filed a nationwide class action in United States
District Court for South Carolina against the
Firm alleging violations of the SCRA related 1o
home loans. The Firm agreed to pay 527
million plus attorneys’ fees, in addition o
reimbursements previously paid by the Firm, to
settle the class action, Additional borrowers
were subsequently added to the class, and the
Firm agreed to pay an additional $8 million into
the settlement fund, The court entered a final
order approving the settlement in January
2012,

Washingron Mutual Litigasions. Subsequent to
|PMorgan Chase's acquisition from the FDIC of
substantially all of the assets and certain
spacified liabilities of Washington Mutual Bank
("Washington Mutual Bank") in September 2008,
Washington Mutual Bank's parent holding
company, Washington Mutwal, Inc. ("WMI™) and
its wholly-owned subsidiary, WMI Investment
Corp. (together, the “Debtors’), bath
commenced voluntary cases under Chapter 11
of Title |1 of the United 5tates Code in the
United States Bankruptcy Court for the District
of Delaware (the "Bankruptcy Case’). In the
Bankruptecy Case, the Debtors have asserted
rights and interests in certain assets. The
asseats in dispute include principally the
follawing: (a) approximately 54 billion in trust
securities contributed by WMI o Washington
Mutual Bank (the “Trust Securities”); (b) the
right to tax refunds arising from overpayments
attributable to operations of Washington
Mutual Bank and its subsidiaries; (c) awnership
of and other rights in appraximately 54 billicn
that WMI contends are deposit accounts at
Washington Mutual Bank and ane of it
subsidiaries: and (d) ownership of and rights in
various other contracts and other assets
{eollactively, the “Disputed Assers”).

W, jJPMorgan Chase and the FOIC have since
been invalved in litigations over these and
other claims pending in the Bankruptey Court
for the Dustrict of Delaware (the “Bankruptcy
Court™) and the United Statés District Court for
the District of Columbia,

In May 2000, WMI, IPMorgan Chase and the
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icdentified by the Bankruptcy Court that were
unrelated to the WabMu Clobal Settlement, in
February 2012 the Bankruptcy Court confirmed

the Plan, including the WaMu Global Settlement,

Other proceedings related to Washington
Mutual's failure are also pending before the
Bankruptcy Court, Among other actions, in July
2010, certain holders of the Trust Securities
commenced an adversary proceeding in the

Bankruptcy Court against [PMorgan Chase, WhIL

and ather entities seeking, among other relief,
a declaratory judgment that WMI and JPMorgan
Chase do not have any right, title or interest in
the Trust Securities. In early January 2011, the
Bankruptcy Court granted summary judgment
ta JPMorgan Chase and denied summary
judgment to the plaintiffs in the Trust
Securities adversary proceeding. The plaintiffs
have appealed that decision to the United
States District Court for the District of
Delaware, In connection with the current Plan,
these plaintiffs filed a motion seeking a stay of
further confirmation proceedings pending their
appeal from the Bankruptcy Court's
determination that they have no interest in the
Trust Securities and are instead owners of WMI
preferred equity. In January 2012, the
Bankruptcy Court denied their motion, and the
District Court denied their motions for a stay
pending appeal and mandamus relief,

Other proceedings related 1o Washington
Mutual's failure are pending befare the United
Stares District Court for the Diserict of
Columbia and include a lawsuit brought by
Deutsche Bank Mational Trust Company,
initially against the FDIC, asserting an
estimated £6 billion to $10 billion In damages
bazed upon alleged breach of various mortgage
securitization agreements and alleged violation
af certain representations and warranties given
by certain WMI subsidiaries in connection with
those securitization agreements. The case
includes assertlons that |PMorgan Chase may
have assumed labilities for the alleged
breaches of representations and warranties in
the martgage securitization agreements. The
District Court denied as premature motions by
the Firm and the FDIC that sought a ruling on
whether the FOIC retained liability for Deutsche
Bank's claims. Discovery is underway.

In addition, JPMorgan Chase was sued in an
action originally filled In state court in Texas
{the "Texas Action”) by certain holders of WMI
comman stock and debt of WMI and
Washington Mutual Bank who seek unspecilied
damages alleging that JPMorgan Chase
acquired substantially all of the ascets of
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FOIC announced a global settlement agreement
amaong themselves and significant creditor
groups (the “WaMu Global Settlement”). The
WaMu Global Settlement is incorparated into
WMI's Chapter 11 plan ("the Plan”) submitted to
the Bankruptcy Court, The WaMu Global
Settlement resolves numerous disputes amang
WHI, JPMorgan Chase, the FDIC in its capacity
as receiver for Washington Mutual Bank and the
FDIC in its corporate capacity, as well as those
of significant creditor groups, including
disputes relating to the Disputed Assers. After
several amendments to the Plan to address
deficiencies

208

EDINETOOOO

DOo00oOOo0ooDo0ooo00oo00ooOoOoo(EesT73)

Washington Mutual Bank from the FDIC at a
price that was allegediy too low. The Texas
Action was transferred to the United States
District Court for the District of Columbia,
which ultimately granted |PMorgan Chase's and
the FDIC's maotions to dismiss the complaint,
but the United States Court of Appeals for the
District of Columbia Circuit reversed the trial
court's dismissal and remanded the case for
further proceedings. Plaintiffs, which now
include only holders of Washington Mutual
Bank debt following their voluntary dismissal of
claims brought as halders of WMI commaon
stock and debt, have filed an amended
complaint alleging that |PMargan Chase caused

IPMorgan Chase & Co. /20011 Annual
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the closure of Washington Mutual Bank and
damaged them by causing their bonds issued
by Washington Mutual Bank to lose
substantially all of their value. JPMorgan Chase
ang the FDIC have again moved to dismiss this
actiom,

'S L

In addition to the various legal proceedings
discussed above, |PMorgan Chase and its
subsidiaries are named as defendants or are
otherwise invalved in a substantial number of
other legal proceedings. The Firm believes it
has meritorious defenses to the claims asserted
against it in its currently outstanding legal
proceedings and it intends 1o defend itsell
vigorously in all such matters. Additional legal
proceadings may be initiated from time to time
in the future.

The Firm has established reserves for sewveral
hundred of its currently outstanding legal
proceedings. The Firm accrues for potential
lability arising from such proceedings when it
is probable that such liability has been incurred
and the amount of the loss can be reasonably
estimated. The Firm evaluates its outstanding
legal proceedings each quarter to assess its
litigation reserves, and makes adjustments in
such reserves, upwards or dowmsards, as
appropriate, based on management's best
judgment after cansultation with counsel.
During the years ended December 31, 20101,
2010 and 2009, the Firm incurred 54.9 billion,
57.4 billion

Note 32 — International operations

The following table presents income
starement-related and balance sheet-related
information far IPMorgan Chase by major
Iinternational geographlc area. The Firm defines
International activities for purposes of this
footnote presentation as business transactions
that invalve clients residing outside of the U5,
and the information presented below s based
predominantly an the domicile of the client, the
location fram which the cllent relationship s
managed ar the location of the trading desk,
However, many of the Firm's U.5. operations
serve international businesses.

JPviorgan Chase & Co./ 2000 Annual
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and $161 milllon, respectively, of litigation
expense. There |5 po assurance that the Firm's
litigation reserves will not need to be adjusted
i the future.

in view of the inherent difficulty of predicting
the outcome of legal proceedings, particularly
where the claimants seek very large or
indeterminate damages, or where the matters
present novel lagal theories, involve a large
number of parties or are in early stages of
discovery, the Firm cannot state with
confidence what will be the eventual outcomes
of the currently pending matters, the timing of
their ultimate resolution or the eventual losses,
fimes, penalties or impact related to those
matters. [PMorgan Chase believes, based upan
its current knowledge, after consultation with
counsel and after taking Into account its
current litigation reserves, that the legal
proceedings currently pending against it should
not have a material adverse effect on the Firm's
consolidated financial condition. The Firm
notes, however, that in light of the
uncertainties involved in such proceedings,
there is no assurance the ultimate resolution of
these matters will not significantly exceed the
reserves it has currently accrued; as a result,
the outcome of a particular matter may be
material to jPMorgan Chase's operating results
for a particular period, depending on, among
other factars, the size of the loss or hability
imposed and the level of [PMorgan Chase's
income for that period.

A% the Firm's operations are highly integrated,
estimates and subjective assumplions have
been made to apportion revenue and expense
between LS. and international operations.
These estimates and assumptions are
consistent with the allocations used for the
Firm's segment reporting as set forth in Note
33 on pages 300-303 of this Annuwal Report.
The Firm's long-lived assets for the periods
presented are not considered by management
to be significant in relation (o total assets. The
majority of the Firm's long-lived assers are
located in the United States.

299
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Notes to consolidated financial statements

Income before
income tax
enprnse and

#is of or for the year ended December 31, fin extraordinary

milliens) Revenuel©l  Expensetd gain Nerimcome  Total assens
zan

Eurogpe /Middie East and Africa 5 15212 § 9,157 § 7055 5 4B44 3 566,B6G
Asia and Pagific 5.992 3,802 2,190 1,360 156,411
Latin America and the Canibbean 2,273 1,711 562 340 51,481
Tatal international 24,477 14,670 8,807 6,564 TT4.758
North Americalal 72,757 55,815 16,542 12,412 1,491,034
Total 5 97234 § V0485 § 16,749 § 18976 52,265,792
ZonQiE

Europee /Middbe East and Alrica 5 14,1357 § 8,777 § 5358 ¥ 3,635 3 446,547
Asia and Pacific 6.073 3,677 .19 1.614 150,379
Latin America and the Caribbean 1.750 1,181 564 62 35192
Tatal international 21,958 13,635 B.3231 5611 G318
North Americalal 80,736 4,200 16,536 11.759 1, 486487
Total ¢ 102,654 & TNEIS % 24 B5G £ 17370 52117605
2009

Europe Middie East and Africa 16294 §  B.620 3 T6r4 5§ 5212 0§ 375406
#sia and Pacific 5428 1,528 1,501 1.286 112,798
Latin America and the Canibbean 1.867 1.083 TEA a63 23692
Total international 23,590 13,231 10,359 B.961 511,896
Morth Americaldl Th.B4a 1036 5.T08 4767 1.520.003
Total 5 100434 % B4.367 § I6,067 5 11,728 32,031,989

{a) Substantially reflects the LS,

{b) The regional allocation of revenue, expense and net incame for 2010 and 2009 has been modified to confarm with
current allocation methadologies.

{c) Rewenue is composed af net interest income and noninteresd revenue,

{d) Expense is composed of noninterest expense and the provision for credit losses,

corporate strategy and structure, capital-

Note 33 - Business segments
raising in equity and debt markets,

The Firm Is managed on a line of business

basis. There are six major reportable business
segments - Investment Bank, Retall Financial
Services, Card Services & Auto, Commercial
Banking, Treasury & Securities Services and
Asset Management, as well as a
Corporate/Private Equity segment. The
business segments are determined based on
the products and services provided, or the type
of customer served, and they reflect the
manner in which financial information is
currently evaluated by management. Results of
these lines of business are presented on a
managed basis. For a definition of managed

sophisticated risk management, marker-
making in cash securities and derivative
instruments, prime brokerage, and research.

Retall Financlal Services

RFS serves consumers and businesses through
personal service at bank branches and through
ATMs, online banking and telephone banking.
RFS is organized into Consumer & Business
Banking and Mortgage Banking ({including
Mertgage Production and Servicing, and Real
Estate Portfolios). Consumer & Business
Banking imcludes branch banking and business
banking activities, Mortgage Froduction and

840/866



basis, see Explanation and Reconciliation of the
Firm's use of non-GAAP financial measures, on
pages 76-78 of this Annual Report. For a
further discussion concerning JPMorgan Chase’
5 business segments, see Business Segment
Results on pages 79-80 of this Annual Report,

The following is a description of each af the
Firm's business segments:

Investment Bank

J.P. Morgan Is one of the world's leading
investment banks, with deep client
relatlonships and bread product capabllities.
The clients of IE are corporations, financial
instiiutions, governments and Institutlonal
investors, The Firm offers a full range of
investment banking products and services in all
major capital markets, including advising on

100
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Servicing includes mortgage arigination and
servicing activities. Real Estate Portfolios
comprises residential mortgages and home
equity loans, including the PCI portfolio
acquired in the Washington Mutual transaction.
Customers can use more than 5,500 bank
branches {third largest nationally) and mare
than 17,200 ATMs (second largest nationally),
as well as online and mobile banking around
the clock. More than 33,500 branch
salespeople assist customers with checking and
savings accounts, mortgages, home equity and
business loans, and investments across the 23-
state footprint from Mew York and Florida to
Califarnia. As ane of the largest mortgage
ariginators in the U.5,, Chase helps customers
buy or refinance homes resulting in
approximately $150 billion of

IPMorgan Chase & Co. /20011 Annual
Repart
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mortgage orlginations annually. Chase also
services more than 8 milllon mortgages and
home equity loans,

Card Services & Auto

Card Services & Auto is ome of the nation’s
largest credit card issuers, with owver $132
hillion in credit card loans. Custamers have
aver B5 million open credit card accounts
fexcluding the commercial card portfolio}, and
used Chase credit cards to meet over $343
billlon of their spending needs in 2011,
Through its Merchant Services business, Chase
Paymentech Solutions, Card is a glabal leader in
payment processing and merchant acquiring.
Consumers also can abtain loans through more
than 17,200 auto dealerships and 2,000
schools and universities nationwide.

Commercial Banking

CE delivers extensive industry knowledga, |ocal
expertise and dedicated service to more than
24,000 clients nationally, including
corporations, municipalities, financial
Institutions and not-for-profit entities with
annual revenwe generally ranging from $10
million o §2 billion, and nearly 35,000 real
estate investors /owners. CB partners with the
Firm's other businesses 1o provide
comprehensive solutions, Including lending,
treasury services, investment banking and asset
management, to meet Its clients’ domestic and
Intermational financial needs.

Treasury & Securities Services

T55 is a global leader in transaction, investment
and information services. T55 is one of the
warld's largest cash management providers and
a leading global custodian. Treasury Services
("T%") provides cash management, trade,
wholesale card and liquidity products and
services to small- and mid-sized companies,
multinational corporations, finamcial
[nstitutions and government entities, TS
partners with 18, CB, RFS and Asset
Management businesses to serve clients
firmwide. Certain T5 revenue is included in
ather segments’ results, Worldwide Securities
Services holds, values, clears and services
securities, cash and alternative investments for
investors and broker-dealers, and manages
depositary receipt programs globally.

Asset Management

AM, with assers under supervision of §7.9
trillion, |s a glokal leader in investment and
wealth management, AM clients include
Institutions, retail investors and high-net-
waorth individuals in every major market
throughout the world. AM offers global
investment management in equities, fixed
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liguidity praducts, Including maney-market
instruments and bank deposits, AM alsa
provides trust and estate, banking and
brokerage services ta high-net-worth clients,
and retirement services for corporations and
individuals, The majority of AM's client assets
are In actively managed portfolios.

Corporate /Private Equity

The Carporate/Private Equity sector comprises
Private Equity, Treasury, the Chief Investmant
Office, corporate staff units and expense that is
centrally managed. Treasury and the Chief
Investment Office manage capital, liquidity, and
structural risks of the Firm, The corporate staff
units include Central Technalogy and
Operations, Internal Audit, Executive Office,
Finance, Human Resources, Marketing &
Communications, Legal & Compliance,
Carporate Real Estate and General Services,
Risk Management, Carporate Respaonsibility and
Strategy & Development. Other centrally
managed expense includes the Firm's
occupancy and pension-related expense, net of
allocations ta the business.

Business segment changes
Commencing July 1, 2011, the Firm's business
segments have been reorganized as follows:

Auto and Student Lending transferred from the
RFS segment and are reported with Card in a
single segment. Retail Financial Services
continues as a segment, organized in two
components: Consumer & Business Banking
(formerly Retall Banking) and Mortgage Banking
{including Martgage Production and Servicing,
and Real Estate Portfolios).

The business segment information associated
with RFS and Card have been revised to reflect
the business reorganization retroactive 1o
January 1, 2009,

Effective lanuary 1, 2010, the Firm enhanced its
line of business equity framework to better
align equity assigned (o the lines of business
with changes anticipated o oceur in each line
of business, and to reflect the competitive and
regulatory landscape, The lines of business are
now capitalized based on the Tier 1 common
standard. rather than the Tier | capital
standard. In addition, effective january 1, 2011,
capital allocated to Card was reduced, largely
reflecting portfolio runoff and the improving
risk profile of the business; and capital
allocated to T55 was increased, reflecting
growth in the underlying business,
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income, real estate, hedge funds, private equity
and

Segment results

The following tables provide a summary of the Firm's segment results for 2017, 2010 and 2009 on
a managed basis. Prior te the January 1, 2010, adoption of the accounting guidance refated to VIES,
the impact of credit card securitization adjustments had been included in reconciling items; as a
result, the total Firm results are on a reported basis. Finally, total net revenue (noninterest revenue
and net interest income) for each of the segments is presented on a tax-equivalent basis.
Accordingly, revenue fram investments that receive tax credits and tax-exempt securities s
presented in the managed results on a basis comparable ta taxable investments and securities, This
non-GAAP financial measure allows management (o assess the comparability of revenue arising
from both taxable and tax-exempt sources, The corresponding Income tax impact related 1o tax-
exempt items is recorded within income tax expense/ (benefit).

PMiorgan Chase & Co.; 20011 Annual
Report im
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Motes to consolidated financial statements

Note 34 — Parent company

Parent company - Statements of
Income

vear ended December 31,

[in millions} 2011 2010 2009
Income
Dividends from
subsidianies:

Hank and bank holding

COETIpAny 510,852 S16.554 $15.235

Nonbankta 2,651 93z 1,036
Interest income from
subsidiaries 1,08% Qa5 1,501
Other interest income g4 294 266
Other income from
subsidiaries,

primarily fees

Bank and bank holding

company BOS BED 231

Maonbank 92 112 742
Oeker income /(less) (B5) 157 Ed44
Total income 15,802 19.514 19,857
Expense
Interast expense Lo
subsidiariesat 1L 1.263 s
Cither interest expense 4,447 1.782 4 556
Other noninterest
ENpERLE &49 540 GER
Total expense 6,217 5,585 b, 602
Income before Income tax

bemefit and

undistributed net income

of subsidiares 9.585 14,329 13,065
Income tax benafit 1,089 g1 1,269
Equity in undistributed

et intome af

subsidiaries 8,302 2,530 (2,596}
Met income 518,876 517370 S10728
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Parent company - Statements of cash flows.
Year ended December

Parent comparny - Balance sheets

Decermnbaer 31, fin millions) an 200
ASLERS

Cash and due frem banks 5 132 3 96
Depasits with banking subskdiaries 91,622 BO,201

i,
{in rillsones) 2011 2000 2009
Operating activities
Net income 51896 517370 11728
Less: Ket income of
Lubsidiariggial 21,805 20,016 13,675
Parent company net hoss (2,829 (26461 (1,947
Cash diwidends fram
subsidiariesial 13414 174352 16,054
Other, net BAD 1,685 1,852
et cash provided by

operating activithes 1474 16471 15,959
Irvesting activities
Ner change in

Deposits with banking

subsidianies 20,866 Te92  (27.342)
Aailable-far-take
sEcurities

Purchases (1,109 (1,387 (1,454

Proceeds from sales

and maturities BRE 745 522

Loans, n&t 153 900 209
Advances to subsidiasies,
mer (28,105) 8,051 26,808
Irvestments (at equityl in

subskdiaries, net'! (1,5300 @y s
Het cash (used

in)/provided by

Investing activities (8,835 14,140 (5,839
Financing activities
Net change in

barrowings from

subsbdiariest 2827 (2,039 (4,935
Met change in other
borrowed funds 16,268 (11,843) 1,844
Pracesds fram the

ssuance of bong-term

debt 33,566 21,610 32,304
Proceeds from the

assumption of

subsidiaries long-Lerm

debfd 15,264

847/866
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Repayments of long-

term debt

Excess tau benefits
related to stock-based
campensation

Redemption of preferred
stock issued to the U5,
Treasury

Redemption of ather

preferred stock

Praceeds fram issuance
of cemman stock

Treasury stock and
warrants repurchased

Dividends paid

All other financing
activities, pet

(41,747

867

(8,863)
(3,895)

(1.622)

(32,893)

26

{352)

(2,999
[l 486

1641)

[31,964)

(25,000

3,756

(3.422)

33

Net cash used In
financing activities

(2,599

(30,617}

(10,053)

Trading assers 18,485 16,038
Available-for-sale securities 3,657 RN
Loans 1,880 1 845
Adwances 1o, and recervables from,

subsidiaries:

Bank and bank holding compary 39,888 54, B87

Honbank B3,138 72,040
Imvestments (at equity) in
subsidiaries:

Bank and bank holding compary 157,160 | 50,876

Manbankia 42,231 38,000
Coodwill and other imangibles 1,027 1,050
Cther assets 15,506 177
Total assets 5454, 726 §4315 424
Liabifities and stockholders” equity
Borrowings from, and payables to,

subsidiariesia 5 30,231 § 28332
Other barrowed funds, primarily

commercial paper 59,891 41 874
Ouher liabilities 7653 7302
Long-term debribict 173,378 161,810
Tatal labilighes( 271,153 259,318
Total stockhaldérs’ equity 183,572 76,106
Total Nabilities and stockholders”
equity 454726 $435 424

Net increase {decrease)
in cash and due from
banks

Caih and due fram
banks ar the beginning
of the year, primarily
with bank subsidiaries

EL

161

102

67

s

Cash and due from
banks ar the end of the
wear, primarily with
bank subsidiaries

o132

L.

ioom

Cash interest paid

Cash inCome taxes paid,
net

§ 5800

5,885

3 5.090

7,00

§ 5,629

3024

&l Subdidiaries inCluds 1reats That isiued guarasieed capial delit securithes Cisseor 1rukts’). The Parent recaived dividends of 515 million, S15
millis 4558 L18 millcn Medim the Biuer sty wn 3011, 3010 and 2009, respictively, Fod Tigher discusiion gn thise ssuer Dusty, see Nate
20 o pages 273 275 of this Anmual Report.
ih} At Decenvber 31, 2001, bang-term debt that contractually matures en 201 2 through 2006 totabed $43 4 Biillon, 107 4 Billon, 134 % b, 2167

taltbon amd §17.5 Bilhon, mespecively.

¢c) Far information regarding the Firm's guarantees of s subsidiaries” obligations, see Note 21 and Note 29 on pages 273 275 and 283 289,

respectivily, of this Anrual Repaort

) Represents the assumarian of Bear Soearr kang-1erm debe by JPMongan Chase & Co,

JMorgan Chase & Co. /20011 Annual
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Management's report on internal control over financial reporting

Management of [PMargan Chase & Ca.
(“JIPMorgan Chase™ ar the "Firm”) Is responsible
for establishing and maintaining adequate
Internal control over fimancial reporting.
fnternal contral over financial reparting is a
process designed by, or under the supervision
of, the Firm's principal executive and principal
financial officers, ar persons performing similar
functions, and effected by JPMorgan Chase’s
Board of Directors, management and other
personnel, 1o provide reasonable assurance
regarding the reliability of financial reparting
and the preparation of financial statements for
external purposes in accordance with
accaunting principles generally accepted in the
United States of America,

|PMorgan Chase's internal control over financial
reparting includes those policies and
procedures that (1) pertain to the maintenance
of records, that, in reasonable detail, accurately
and fairly reflect the transactions and
dispositions of the Firm's assets; (2] provide
reasonable assurance that transactions are
recorded as necassary to permit preparation of
financial statements in accordance with
generally accepted accounting principles, and
that receipts and expenditures of the Firm are
being made only in accordance with
authorizations of JPMorgan Chase's
management and directors; and (3) provide
reasonable assurance regarding prevention or
timely detection of unauthorized acquisition,
use or disposition of the Firm's assets that
could have a material effect on the financial
statements.

Because of its inherent limitations, intermal
control over financial reporting may not prevent
or detect misstatements. Also, projections of
any evaluation of effectiveness to future

periods are subject to the risk that controls
may become inadequate because of changes in
conditions, ar that the degree of compliance
with the palicies or procedures may deteriorate.

176

Management has completed an assessment of
the effectiveness of the Firm's internal control
over fimancial reporting as of December 31,
2011, In making the assessment, management
used the framework in “Internal Control —
Integrated Framework™ promulgated by the
Committee of Sponsoring Organizations of the
Treadway Commission, commenly referred to
as the "CO50" criteria.

Based upon the assessment performed,
management concluded that as of

December 31, 2011, JPMorgan Chase's internal
cantrol over financial reporting was effective
based upon the COS0 criteria. Additionally,
based upon management’s assessment, the
Firm determined that there were no material
weaknesses in its internal control over financial
reporting as of December 31, 2011,

The effectiveness of the Firm's internal control
over fimancial reporting as of December 31,
2011, has been audited by
PricewaterhouseCoopers LLP, an independent
registered public accounting firm, as stated in
their report which appears herein,

o T

James Dimon
Chairman and Chief Executive Officer

G B,

Douglas L Braunstein
Executive Vice President and Chief Financial
Officer

February 29, 2012

JPMorgan Chase & Co /2001 Asnual
Report
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Stockholders of JPMorgan Chase & Co.:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income,

changes in stockholders’ equity and comprehensive income and cash flows present fairly, in all material respects,

the financial position of JPMorgan Chase & Co. and its subsidiaries (the “Firm”) at December 31, 2011 and 2010,

and the results of their operations and their cash flows for each of the three years in the period ended December 31,

2011, in conformity with accounting principles generally accepted in the United States of America. Also in our
opinion, the Firm maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2011, based on criteria established in Internal Control — Integrated Framework issued by the

Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Firm’s management is
responsible for these financial statements, for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting, included in the accompanying “
Management’s report on internal control over financial reporting.” Our responsibility is to express opinions on
these financial statements and on the Firm’s internal control over financial reporting based on our integrated audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board

(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about

whether the financial statements are free of material misstatement and whether effective internal control over

financial reporting was maintained in all material respects. Our audits of the financial statements included

examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also
included performing such other procedures as we considered necessary in the circumstances. We believe that our

audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’
s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

PricewaterhouseCoopers LLP

February 29, 2012
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