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OATH OR AFFIRMATION

Mary Jane Block swear or affirm that to the best of my knowledge and belief the accompanying
financial statements and supporting schedules pertaining to the firm of JPMorgan Institutional

Investments Inc as of December 31 2012 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary

interest in any account classified solely as that of customer except as follows

N/A

I1ame Block

Title Operation and Financial Principal

LINDA JOHNSON

_________________________ In and fortht Ohio
Notary Public My Commieslon Expire

Aug 19 2013
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Report of Independent Auditors

To the Board of Directors and Stockholder of

JPMorgan Institutional Investments mc

We have audited the accompanying statement of financial condition of J.P Morgan Institutional

Investments Inc as of December 31 2012

Managements Responsibility for the Statement of Financial Condition

Management is responsible for the preparation and fair presentation of the statement of financial

condition in accordance with accounting principles generally accepted in the United States of

America this includes the design implementation and maintenance of internal control relevant to

the preparation and fair presentation of statement of financial condition that is free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition based on our

audit We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the statement of financial condition is free from material

misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the statement of financial condition The procedures selected depend on our

judgment including the assessment of the risks of material misstatement of the statement of

financial condition whether due to fraud or error In making those risk assessments we consider

internal control relevant to the Companys preparation and fair presentation of the statement of

financial condition in order to design audit procedures that are appropriate in the circumstances but

not for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of the statement of financial condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis

for our audit opinion

PricewaterhouseCoopers LLP 41 South High Street Suite 2500 Columbus Ohio 43215

614 225-8700 614224-1044 www.pwc.com/us
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Opinion

In our opinion the statement of financial condition referred to above presents fairly in all material

respects the financial position of J.P Morgan Institutional Investments Inc at December 31 2012

in accordance with accounting principles generally accepted in the United States of America

LLP

February 28 2013



JPMorgan Institutional Investments Inc

An indirect wholly owned subsidiary of JPMorgan Chase Co
Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 26717704

Receivable from affiliates 1430473

lnestment athisory fees and other receivable 11902951

Income taxes receivable 109644

Deferred tax assets 7732

Prepaid expenses and other assets 2473460

Total assets 42641964

Liabilities and Stockholders Equity

Accrued employee compensation and benefits 80940

Payable to affiliates 2545560
Accounts payable and accrued expenses 5849773
Income taxes payable 42167

Total liabilities 8518440

Stockholders equity

Common stock $1 par value 100 shares authorized

issued and outstanding 100

Additional paid-in capital 112716365

Accumulated deficit 78592941

Total stockholders equity 34123524

Total liabilities and stockholders equity 42641964

The accompanying footnotes are an integral part of the statement of financial condition



JPMorgan Institutional Investments Inc
An indirect wholly owned subsidiary of JPMorgan Chase Co
Notes to Statement of Financial Condition

December 31 2012

Organization

JPMorgan Institutional Investments Inc the Company was incorporated on May 26 1999 under

the laws of Delaware as wholly owned subsidiary of JPMorgan Securities Holdings LLC

JPMSH which is wholly owned byJPMorgan Chase Co JPMorgan Chase The Company
is registered as broker-dealer with the Securities and Exchange Commission SEC is

member of the Financial Industry Regulatory Authority Inc FINRA and is registered as an

investment advisor with the SEC pursuant to the Investment Advisers Act of 1940

The Company sells mutual funds and other investment products and it holds registrations for

representatives of affiliated entities Note The Company also provides investment advisory

services

The Company does not carry customer accounts and does not otherwise hold funds or securities

for or owe money or securities to customers and accordingly claims exemption from Rule 15c3-3

of the Securities Exchange Act of 1934 the Act

Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America U.S GAAP requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements Estimates and assumptions also affect

the reported amounts of revenues and expenses during the reporting period Actual results could

differ from those estimates

Cash Equivalents

Highly liquid investments with original maturities at the time of purchase of three months or less

are considered cash equivalents

The Companys cash equivalents are invested in securities for which quoted prices for identical

securities are available in an active market As such they are classified in Level of the three-

level valuation hierarchy established under U.S GAAP for disclosure of fair value measurements
The valuation hierarchy is based on the transparency of inputs to the valuation of an asset or

liability as of the measurement date Level involves inputs publicly available for assets identical

to those being valued Level involves inputs of quoted or observable prices or inputs for similar

assets Level involves one or more inputs to the valuation methodology which are unobservable

and significant to the fair value measurement

Prepaid Expenses and Other Assets

Prepaid expenses and other assets include prepaid regulatory fees as well as furniture and

equipment which are depreciated over the estimated useful lives of the assets

Income Taxes

The results of operations of the Company are included in the consolidated federal New York State

New York City and other state tax returns filed by JPMorgan Chase In addition the Company files

income tax returns in various states on separate basis Pursuant to tax sharing agreement

JPMorgan Chase allocates to the Company its share of the consolidated income tax expense or

benefit based upon statutory rates applied to the Companys earnings as if it were filing separate



JPMorgan Institutional Investments Inc
An indirect wholly owned subsidiary of JPMorgan Chase Co
Notes to Statement of Financial Condition

December 31 2012

tax returns The Company uses the asset and liability method to provide for income taxes on all

transactions recorded in the financial statements Valuation allowances are established when

necessary to reduce deferred tax assets to an amount that in the opinion of management is more

likely than not to be realized State and local income taxes are provided on the Companys taxable

income at the effective income tax rate applicable to the consolidated JPMorgan Chase entity

The guidance on accounting for uncertainty in income taxes describes how uncertain tax positions

should be recognized measured presented and disclosed in the financial statements This

guidance requires the evaluation of tax positions taken or expected to be taken in the course of

preparing the Companys financial statements to determine whether the tax positions are more

likely than not to be realized as tax benefit or expense in the current year See Note for

further discussion of income taxes

Related Parties

At December 31 2012 all cash was held at one financial institution which is related party of the

Company Cash on deposit of $2045812 was held at JPMorgan Chase Bank N.A and cash

equivalents of $24671892 are invested in the JPMorgan U.S Government Money Market Fund

Employee Compensation and Benefits

Certain employees of the Company participate in JPMorgan Chases long-term stock-based

incentive plans which provide for grants of common stock-based awards in the form of restricted

stock units RSUs Employees receive annual incentive compensation based on their

performance the performance of their business and JPMorgan Chases consolidated operating

results The Companys employees participate to the extent they meet minimum eligibility

requirements in various benefit plans sponsored by JPMorgan Chase

Employee Stock-Based Awards

U.S GAAP requires all share-based payments to employees be measured at their grant-date fair

values JPMorgan Chase separately recognizes compensation expense for each tranche of each

award as if it were separate award with its own vesting date Generally for each tranche

granted compensation expense is recognized on straight-line basis from the grant date until the

vesting date of the respective tranche provided that the employees will not become full-career

eligible during the vesting period For awards with full-career eligibility provisions JPMorgan
Chase 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 employees who will become full-career eligible during the vesting period

compensation expense is recognized on straight-line basis for the grant date until the earlier of

the employees full-career eligibility date or the vesting date of the respective tranche

JPMorgan Chase RSUs
RSUs are awarded at no cost to the recipient upon their grant RSUs are generally granted

annually and generally vest 50% after two years and 50% after three years and convert into shares

of JPMorgan Chase common stock at the vesting date In addition RSUs typically include

full-career eligibility provisions which allow employees to continue to vest upon voluntary

termination subject to post-employment and other restrictions based on age or service-related

requirements All of these awards are subject to forfeiture until vested and awards contain

clawback provisions that may result in cancellation prior to vesting under certain specified



JPMorgan Institutional Investments Inc

An indirect wholly owned subsidiary of JPMorgan Chase Co
Notes to Statement of Financial Condition

December 31 2012

circumstances An RSU entitles the recipient to receive cash payments equivalent to any

dividends paid on the underlying common stock during the period the RSU is outstanding

The following table presents grant and forfeiture activity of JPMorgan Chase stock-based awards to

the Companys employees for the year ended December 31 2012

in hundreds

RS Us

Granted

Forfeited

At December 31 2012 the number of outstanding options held by the Companys employees was
hundred and all awards were vested In addition hundred unvested RSUs were held by the

Companys employees at December 31 2012 In the normal course of business the employment

relationship of certain employees may transfer between the Company and JPMorgan Chase of its

subsidiaries which may impact the Companys outstanding awards

Pension and Other Postretirement Benefit Plans

The Companys employees are eligible to participate in JPMorgan Chases qualified non-

contributory U.S defined benefit pension plan and they may also participate in JPMorgan Chases

defined contribution plan In addition qualifying U.S employees are provided postretirement

medical benefits through JPMorgan Chase These medical benefits are contributory contributions

varying with length of service and date of hire and provide for limits on JPMorgan Chases share of

covered medical benefits There are no separate plans solely for the employees of the Company
and therefore pension expense as well as postretirement medical expense for the Company is

determined based upon employee participation in the JPMorgan Chase plans and effected through

an intercompany charge from JPMorgan Chase which is cash settled monthly

The JPMorgan Chase U.S defined benefit pension and other postretirement employee benefit

OPEB plans are accounted for in accordance with U.S GAAP for retirement benefits Assets of

the JPMorgan Chase qualified U.S defined benefit pension plan exceeded the projected benefit

obligation at December 31 2012

Income Taxes

Deferred income tax expense/benefit results from differences between assets and liabilities as

measured for financial reporting and income tax return purposes The significant component of the

deferred tax asset as of the balance sheet date relates primarily to compensation expenses As of

December 31 2012 management has determined it is more likely than not that the Company will

realize its deferred tax assets

At December 31 2012 the Company had current income tax payable to JPMorgan Chase of

$42167 and current income tax receivable of $109644 related to state and local jurisdictions

included in the Statement of Financial Condition

At December 31 2012 the Company has no uncertain tax positions

The Company is member of the JPMorgan Chase consolidated group which is subject to ongoing

tax examinations by the Internal Revenue Service and by many states throughout the U.S The
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following table summarizes the status of significant income tax examinations of JPMorgan Chase

and its consolidated subsidiaries as of December 31 2012

Periods under

December 31 2012 examination

JPMorgan Chase U.S 2003 2005

JPMorgan Chase U.S 2006 2010

JPMorgan Chase New York

State and City 2005 2007

JPMorgan Chase California 2006 2008

Regulatory Requirements

The Company is subject to the SECs Uniform Net Capital Rule which requires the maintenance of

minimum net capital The Company has elected to compute its net capital requirement in

accordance with the alternative method under Rule 5c3-1aii which requires broker or dealer

to maintain at all times net capital as defined at the greater of $250000 or 2% of aggregate debit

items arising from customer transactions

At December 31 2012 the Company had net capital as defined under Rule 15c3-1 of

$17705826 which was $17455826 in excess of net capital requirements

The Company claims exemption from the provisions of Rule 15c3-3 under the Securities Exchange

Act of 1934 in that the Companys activities are limited to those set forth in the conditions for

exemption appearing in paragraph k2ii of that rule

Subsequent Events

Management has evaluated the impact of subsequent events and has determined that no

additional items require disclosure
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